Appendix F:
Public Process for Development of the Proposed Amendments
This appendix includes materials from ten public workshops held by ARB during the
development of the Cap-and-Trade Regulation 2016 amendments. The public notice,
presentation slides, and any supporting materials for each workshop are provided
here, and this appendix also includes all of the informal comment letters received by
ARB in response to each workshop. All workshop information and materials are also
posted on ARB’s Cap-and-Trade Program Public Meetings webpage.
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October 2, 2015 - Kickoff for Potential 2016 Amendments to the Cap-and-Trade
Regulation and California Compliance with the Federal Clean Power Plan
Public Notice for Kickoff Workshop
CAPANDTRADE -- PUBLIC WORKSHOP ON POTENTIAL 2016 AMENDMENTS TO THE CAP-ANDTRADE REGULATION AND CALIFORNIA PLAN FOR 111(D) COMPLIANCE

Posted: 14 Sep 2015 11:14:11
Air Resources Board (ARB or Board) staff invites you to participate in a public workshop
on October 2, 2015 to discuss the scope and regulatory schedule for potential
amendments to the Cap-and-Trade Regulation (Regulation) and California’s plan for
compliance with the U.S. Environmental Protection Agency’s (U.S. EPA) Clean Power
Plan (111(d) rule).
Friday, Oct, 2, 2015
9:00 am – 5:00 pm
Byron Sher Auditorium
CalEPA Headquarters Building
1001 I Street
Sacramento, California 95814
Webcast: http://www.calepa.ca.gov/broadcast/?BDO=1
Purpose of Workshop
This workshop will commence the public process to develop 2016 amendments to the
Cap-and-Trade Regulation and Clean Power Plan compliance effort, and it will include
ARB staff presentations on three topics: (1) general Cap-and-Trade Regulation
amendments, (2) cost-containment and market oversight provisions, and (3) California’s
plan for compliance with the U.S. EPA Clean Power Plan, issued under the federal
Clean Air Act.
First, staff will present general goals for the upcoming amendment process and seek
input from stakeholders on potential Regulation amendments that will apply to the
Program’s third compliance period and to the post-2020 Program. Amendments
impacting the Program in the third compliance period are expected to address the
following areas: streamlining offsets, auctions, and management of information in the
Compliance Instrument Tracking System Service (CITSS); updating leakage prevention
in response to emissions leakage studies; and including sector-based offset credits.
Potential amendments for the post-2020 Program include the general Program scope,
the post-2020 cap, Program linkage, allowance allocation, and the Program’s plan for
compliance with the U.S. EPA 111(d) rule. Revisions to other areas of the Regulation
will be considered to clarify language.
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Second, staff will present on cost-containment and market oversight provisions and
seek input from stakeholders on possible amendments.
Third, staff will present on initial thinking and options for California’s Clean Power Plan
compliance plan, focusing on potential interactions with the Cap-and-Trade Regulation,
which staff anticipates will play a large role in the compliance plan.
A staff white paper on these issues will be available before the workshop.
The expected schedule for the October 2 workshop is as follows:
9 am – 11:30 pm
General Cap-and-Trade Regulation amendments
1 pm – 3 pm
Cost-containment and market oversight provisions
3 pm – 5 pm
Compliance plan for the U.S. EPA 111(d) rule
Following the workshop, stakeholders will have an opportunity to provide written
comments during an informal comment period which will conclude at 5:00 p.m. Pacific
time on Monday, October 19, 2015. Copies of workshop presentations will be available
on ARB’s Cap-and-Trade Workshops and Meetings webpage at
http://www.arb.ca.gov/cc/capandtrade/meetings/meetings.htm, as well as at ARB’s
Clean Power Plan webpage at http://www.arb.ca.gov/cc/powerplants/powerplants2.htm.
All interested stakeholders are invited to attend. A live webcast of the workshop will be
available at http://www.calepa.ca.gov/broadcast/?BDO=1. Remote participants may e
mail questions during the workshop to an address provided in the presentation.
Tentative Schedule for Cap-and-Trade Amendment Workshops Staff will also hold a
series of public workshops to discuss additional specific Program topics in detail. The
tentative schedule for these workshops is as follows:
Date and Time
Wednesday, October 28, 2015
10:00 am – 5:00 pm
Thursday, October 29, 2015
10:00 am – 5:00 pm
Monday, November 9, 2015
10:00 am – 5:00 pm
Tuesday, January 12, 2016
10:00 am – 5:00 pm
Tuesday, February 9, 2016
10:00 am – 5:00 pm
These workshops will be held in Byron Sher Auditorium in the Cal/EPA Headquarters
Building at 1001 I Street in Sacramento, California. A formal notice to announce each
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workshop will be issued once the details and topics for that workshop become final.
Further workshops are also tentatively planned for 111(d)-related topics as part of the
compliance plan development process. These will be announced as they are finalized.
Background
Cap-and-Trade Regulation
The Board first formally adopted the Regulation in October 2011, and subsequently
approved limited amendments to the Regulation in June 2012, October 2013, April
2014, September 2014, and most recently June 2015. The upcoming 2016
amendments will seek to improve Program efficiency, update the Regulation using the
latest information, and chart post-2020 implementation of the Program.
More information about ARB’s Cap-and-Trade Program is available at:
http://www.arb.ca.gov/cc/capandtrade/capandtrade.htm
Clean Power Plan
On August 3, 2015, U.S. EPA’s Administrator signed its Clean Power Plan, which sets
carbon dioxide emissions limits for many existing electric generating units. These
regulations are based on section 111(d) (42 U.S.C. § 7411(d)) of the federal Clean Air
Act. The Plan was published in the Federal Register on October 23, 2015. States must
develop compliance plans to meet these limits and compliance plans are due in
September 2016 (with the option to seek extensions). ARB is developing California’s
compliance plan in consultation with the California Energy Commission and the
California Public Utilities Commission, California’s air districts, and other partners.
More information about the Clean Power Plan and related rules is available at:
http://www.arb.ca.gov/cc/powerplants/powerplants.htm
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October 2, 2015 - Kickoff for Potential 2016 Amendments to the Cap-and-Trade
Regulation and California Compliance with the Federal Clean Power Plan:
Presentation Slides
ARB Staff Presentation on Cap-and-Trade Regulation 2016 Amendments
ARB Staff Presentation on Opportunities for Cap-and-Trade Program
Efficiency: Streamlining Offsets
ARB Staff Presentation on Opportunities for Cap-and-Trade Program
Efficiency: Streamlining Auctions
ARB Staff Presentation on Opportunities for Cap-and-Trade Program
Efficiency: Streamlining Information Management
ARB Staff Presentation on Cost Containment
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October 2, 2015 – Kickoff for Potential 2016 Amendments to the Cap-and-Trade Regulation
and California Compliance with the Federal Clean Power Plan: Public Comments
Comment
Added to
Period
Database

Link

1st
2015-10-05
Workshop 17:14:51

Link

Iberdrola Renewables'
Comments - 2016 Capand-Trade Regulation
Amendments

1st
2015-10-06
Workshop 17:02:05

Link

Wolfe, Ellen,
Resero Consulting

Valley Electric Association
Comments

1st
2015-10-17
Workshop 13:10:57

Link

Majure, Dell,

Kimberly-Clark Corporation
Comments on Cap-andTrade Regulation

1st
2015-10-19
Workshop 08:15:54

Link

Mondik, Mark,
Origin Climate Inc.

Origin Climate comments
on potential amendments to
1st
2015-10-19
the Cap-and-Trade
Workshop 11:10:11
Regulation

Link

6

Ulmer, Andrew,
California ISO

Public Workshop on
Potential 2016
Amendments to the Capand-Trade Regulation and
Californi

1st
2015-10-19
Workshop 13:10:43

Link

7

EnergySource Comments
Benson, VP, Power on Potential 2016
De, Derek,
Amendments to the Capand-Trade Regulation

1st
2015-10-19
Workshop 13:29:24

Link

8

Patney, Arjun,
American Carbon
Registry

Potential 2016
Amendments to the Capand-Trade Regulation

1st
2015-10-19
Workshop 14:16:43

Link

9

Ross, Arnold,
Recyclage
Ecosolution

Comments regarding
potential 2016
Amendments to the Capand-Trade Regulation

1st
2015-10-19
Workshop 14:26:08

Link

10

DeRivi, Tanya,
SCPPA

SCPPA Comments on
2016 Cap-and-Trade
Amendments

1st
2015-10-19
Workshop 14:30:10

Link

#

Received From

1

Van Horn, Andrew, Comments Concerning
Van Horn
Cap-and-Trade Program
Consulting
Rules

2

Beane, Laura,
Iberdrola
Renewables

3

4

5

Subject

11

Parsons, Cindy,
LADWP

LADWP Comments on
Cap-and-Trade Regulation
2016 Amendments

1st
2015-10-19
Workshop 15:06:46

Link

12

Sullivan, Katie,
IETA

IETA Comments on
Potential 2016 C&T
Regulation Amendments

1st
2015-10-19
Workshop 15:57:10

Link

Qualcomm Comments on
Oct 2nd ARB Workshop Proposed Amendments to
the Cap and Trade

1st
2015-10-19
Workshop 16:17:49

Link

Utilities' Comments on RPS
Adjustment

1st
2015-10-19
Workshop 16:28:47

Link

Newell, Brent,
Center on Race,
15
Poverty & the
Environmen

Scope and Schedule for
Potential 2016
Amendments to the Capand-Trade Regulation

1st
2015-10-19
Workshop 16:29:45

Link

Skvarla, Mikhael,
16 CCEEB/The
Gualco Group, Inc.

CCEEB's CnT Comments

1st
2015-10-19
Workshop 16:35:33

Link

Berlin, Susie,
Northern California
17
Power Agency
(NCPA)

NCPA Comments on
October 2 Workshop

1st
2015-10-19
Workshop 16:48:55

Link

Hopper, Martin, M18 S-R Public Power
Agency

M-S-R Comments re RPS
Adjustment/Oct 2
Workshop

1st
2015-10-19
Workshop 16:55:04

Link

Mayer, Andrew,
19
Powerex

Powerex Comments on
Potential Changes to Capand-Trade Program

1st
2015-10-21
Workshop 08:56:24

Link

Welch, Gail,
13 Qualcomm
Incorporated
14

20

Halbrook, Claire,
PG&E

This comment was posted then deleted because it was unrelated to the Workshop
or it was a duplicate.

Breidenich, Clare,
21
WPTF

WPTF Comments on 2016
Cap and Trade
Amendments and Clean
Power Plan Compliance

1st
2015-10-21
Workshop 08:56:24

Link

22 Nold, Ken,

Comments on the Potential
2016 Amendments to the
Cap-and-Trade Regulation

1st
2015-10-22
Workshop 15:35:14

Link

Comments for Oct 2
Workshop re Potential
Amendments to Cap and
Trade Regulations 201

1st
2015-10-26
Workshop 12:57:21

Link

Reheis-Boyd,
Catherine , WSPA

WSPA comments on
October 2, 2015 Discussion
1st
2015-10-26
Workshop for Cap-andWorkshop 13:52:24
Trade Regulation

Link

25

Krausse, Mark C.,
PG&E

PG&E's Comments on
Potential 2016
Amendments to the Capand-Trade Regulation

1st
2015-10-27
Workshop 08:27:45

Link

26

Six, Derek,
ClimeCo

Suggested Revision to
ODS Protocol

1st
2015-11-10
Workshop 12:36:48

Link

23 Rasberry, Tamara,

24
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November lO, 2015
CA Air Resources Board

P.0. Box2815
Sacramento, CA 958 12

Revising the Treatment of ODS Sourced from Foam

CA Air Resources Board:

ClimeCo Corporation is grateful for your e餓}rts tO develop and administer an e鮮edtive o節制S

program as part of the inplementation of血e Cap and Trade program. ClineCo is submitting
血is letter in order to suggest a simple change to the ComDliance O能融ProtocoI Ozone
DeDleting SubStance Destruction that we believe would provide血e protocol with greater scope,
acc田aCy, and envirormeI]他l e餓鵜tiveness.

Our Recommendation: Revise血e protocol

s treatment of ODS gases recovered紅om foam in

appliances and b山dings, and treat血e recovered ODS gases as equivalent to refrigerant gases.

Currently foam sourced‑ODS is credited at a substantia11y lower rate than refrigera調‑SOurCed

ODS. This treatment creates a perverse incentive to sell the foam‑SOurCed ODS into血e
refrigeration market. The protocol assumes a baseline in which foams were land制Ied wi血out

recovery of血e blowing agents. In 2005皿s assunption may have been accurate

but new

tec血oIogies have now enal)1ed US firms to recover血e blowing agent. This is now the industry

best practice, and is encouraged by the US EPA・ The ODS blowing agents recovered from foam
are indis血guishal)le from ODS refrigerauts, and therefore should not be treated differently and

disadvantaged in crediting rate.
Back浬ound: ODS Destruction pr句ects are govemed by a protocol・ The protocol lays out a case

for what was happening in the al)senCe Of a ca血on o能虜Credit market (the ̀foase血e

), and

what activities should be incentivized by the protocol, In this case,血e protocol is ARB

Compliance ODS Destruction protoool. ARB

s

s protocol was exteusively derived/copied from

the Clinate Action Reserve protoool for ODS Destruction which was fomally adopted by the
Clinate Action Reserve Board on February 3rd, 2010. So it is important to note that血e basis for

酬and the original protocol based its assumptious
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regarding foam

baseline

activities on a 2005 TEAP Report ofthe Task Force on Foam End‑Of

Life Issues‑ SO the tec血Iical baseline assunotions are more than lO vears old.

These technical assunptious reflected data showing that only l. 5% of applian∞S Were S血edded
wi血blowing agent recovery or destruction. Given that data, it was completely appropriate for

CAR to assume血e baseline s血ation in which foam was landfilled. However, a lot changes in

lO years, and it has now become possible and desiral)le for fims to recover blowing agents.
Onee recovered and reclaimed, ODS blowing agents are indistinguishal)1e from other ODS
refrigerants. The recovered blowing agents can be, and are, SOld into血e re細gerant marketplace.
While they are eligible to be destroyed for carbon o鮮iet credits, they are not being destroyed
because of血e sut)Stantial discount that is applied. Under血e current protocol assunption, the

foams wo山d have been land帥ed. This landfilling assunption resu鵬in the discour血g of the
envirormental value of destroying foam‑SOurCed ODS versus o血er ODS. In fact, it creates such
a substantial discount as to make血e destruction of foan‑SOurCed R‑1 1 unviable, and to our

knowledge no CAR or ARB prq ects to date have invoIved the destruction of foam‑sourced

ODS.
Below is an excerpt from血e CAR ODS protocol which explaius the derivation of the baseline

assunptious. As you can see, it relied completely on the 2005 TEAP data, and assuned that
recovery of blowing agent from foams was not practical, feasible, Or COmmOn:
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Su級ested Changes: Specifica11y, We reCOmmend血e following changes to血e CA ARB
Compliance O聴et ProtocoI Ozone Depleting Substance Destruction:

2。2. EIigib漢e ODS
(a〉

ODS destroyed under this protocol must be什Om One O「 mO「e Ofthe eligible

SOurCeS listed below:
(1 )

Re価gerants from industrial, COmmerCiai or 「esidentiaI equipment,

SyStemS, and app=ances or stockp=es; a鵬
(2)

ODS bIowing agents extracted and concent「ated from appliance foams翻d

軸臓関南霊廟毒摘翻三〇〇千

Remova看ofFigures 4.2 and 4.3
Remova量of Hquations 5.4 and 5.7
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Other conforming changes to remove foam‑SPeC脆c references, equations, and

髄agrams
We appreciate the oppo血血dy to comment on血e protocol, and look forward to discussing this

PrOPOSal with you. We also want to extend a wam welcome to any ARB o能cers or staffwho
WOuld be interested in touring one of血e faci皿es where the recovery of ODS from foam oocurs.
Our partners at ARCA Advanced Prooessing would be glad to o節er a tour of their state‑Of一血e‑art

fac抽ty anytime.

S血oorely,

艶/

ClimeCo Corporation
(484) 415‑0501

dsix(aclimeco. com
www. c宣i皿eco. com
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Mark C. Krausse

Senior Director
State Agency Relations

1415 L Street, Suite 280
Sacramento, CA 95814
(916) 386-5709
Fax: (916) 386-5720
mark.krausse@pge.com

October 26, 2015
Rajinder Sahota
Chief, Climate Change Program Planning & Management Branch
California Air Resources Board
1001 I Street
Sacramento, CA 95812-2828
Re:

Pacific Gas and Electric Company’s Comments on the Air Resources Board’s October 2
Workshop on Potential 2016 Amendments to the Cap-and-Trade Regulation

Dear Ms. Sahota:
Pacific Gas and Electric Company (PG&E) appreciates the opportunity to provide comments on the
Air Resources Board’s (ARB) October 2 Workshop on Potential 2016 Amendments to the Cap-andTrade Regulation.
I.

INTRODUCTION

PG&E has consistently supported a multi-sector Cap-and-Trade program—linked with emerging
regional, national, and international programs—that will allow California to meet its greenhouse gas
(GHG) reduction goals in a cost-effective manner, as required by Assembly Bill (AB) 32 (Nuñez),
Chapter 488, Statutes of 2006. PG&E believes that a well-designed post-2020 Cap-and-Trade
program, accompanied by appropriate cost-containment mechanisms, will send a strong market signal
to businesses to invest in a wide array of GHG reduction strategies.
At the October 2 Workshop, ARB discussed the potential scope of 2016 amendments for both the third
compliance period, and a potential post-2020 program. PG&E looks forward to working with ARB
staff to develop these topics at subsequent workshops. Additionally, ARB Staff presented their initial
ideas for streamlining the Cap-and-Trade regulation, and post-2020 cost containment and publication
of market data. PG&E provides specific comments on these topics in Sections II through IV. In
summary, PG&E’s key points are:


PG&E looks forward to engaging in future ARB workshops to provide detailed input on
post-2020 emission caps: ARB should maintain a broad scope of sectors covered under the
cap, which will be necessary to achieve the post-2020 emission goals cost-effectively, and
consider the appropriate treatment of electricity imports in California’s Cap-and-Trade
program in the context of the Federal Clean Power Plan (CPP).



ARB should consider a price ceiling as part of the 2016 Rulemaking: ARB can both
provide sufficient incentive for investment in GHG reductions while limiting overall program
costs. A price ceiling is the only way to ensure prices remain below the Auction Price
Containment Reserve (APCR) third tier.
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II.



PG&E supports the publication and availability of additional market information while
preserving the confidentiality of market participants: PG&E supports the publication and
availability of additional market information and requests that ARB be consistent with the
confidentiality protocols as adopted by the CPUC in their GHG Proceedings.



PG&E supports ARB’s efforts to streamline the offset issuance process: The use of highquality offset credits is an effective cost-containment tool and a critical component of a
successful Cap-and-Trade program. PG&E recommends shortening the offset application
timeline and increasing reliance on the verifier.



PG&E supports streamlining of information management: PG&E supports moving to
online submission and encourages staff to explore this as part of the 2016 rulemaking. PG&E
recommends that, wherever possible, ARB move to date-certain filings on a quarterly basis for
registration filings and update requirements.
POST-2020 CAP-AND-TRADE

PG&E looks forward to engaging in future ARB workshops to provide detailed input on post-2020
emission caps. At this time, PG&E offers a few high-level suggestions. First, PG&E supports a
continued broad scope of sector coverage as the incentives it creates for GHG reduction across the
economy will be necessary to achieve the post-2020 emission goals cost-effectively.
Second, PG&E sees post-2020 cap-setting and cost-containment as linked, and appreciates that ARB
has proposed to hold a workshop to discuss the issues together. PG&E believes it is worth exploring
alternative emission cap trajectories between 2021 and 2029 that would support cost-containment and
maintain a trajectory toward the 2030 goal. Third, PG&E encourages ARB to consider Federal
developments, such as the CPP, in establishing post-2020 emissions caps. In particular, ARB and
stakeholders should consider the appropriate treatment of electricity imports in California’s Cap-andTrade program in the context of CPP implementation in Western states and how the post-2020
emission caps would change if the scope of emission imports included in California’s program
changed.
III.

COST-CONTAINMENT AND MARKET OVERSIGHT PROVISIONS

At the October 2 Workshop, ARB Staff presented some initial ideas for cost containment and market
oversight provisions. PG&E provides preliminary input below on the need for a price ceiling (Section
A), balancing the publication of market information with the need for confidentiality (Section B), and
our concerns about the Nicholas Institute Double Cap concept (Section C). Additionally, PG&E notes
that the Joint Utility Group provided cost containment ideas to ARB as part of the 2013 Cap-andTrade Rulemaking. PG&E incorporates these by reference and attaches them to these comments.
A.

Price Ceiling

PG&E believes that ARB can sufficiently incent investment in GHG reductions through the Cap-andTrade program, while limiting overall program costs. Accordingly, in 2013, PG&E recommended that
the Cap-and-Trade regulation include a price ceiling for allowance auctions to ensure that prices will
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not exceed the APCR third tier,1 consistent with ARB Board Direction.2 PG&E again reiterates the
need for a firm price ceiling and recommends ARB consider it as part of this rulemaking.
Ultimately, as part of the 2013 Cap-and-Trade rulemaking, ARB declined to adopt a price ceiling,
citing confidence in its existing cost containment provisions.3 While PG&E agrees that ARB’s cost
containment proposals effectively address short-lived price increases, they cannot ensure that prices
will remain below the APCR third tier. Moreover, the lack of effective long run cost-containment has
been acknowledged by ARB: “if unanticipated conditions create a long-term and persistent increase in
the demand for allowances through 2020, the [cost containment] proposal may not be sufficient to fill
all accepted bids at the highest price tier” and that “the effectiveness of the staff proposal is reduced as
the program approaches 2020.”4
Finally, PG&E recommends that the escalation rate escalation for both the auction reserve price and
the APCR prices be reevaluated. Assuming continuation of a low annual inflation rate of 2 percent
combined with the 5 percent escalation rate, the highest tier APCR price in 2030 is expected to reach
$156 per allowance. PG&E feels that a price ceiling at that level may not adequately protect the
customers. In addition, the current escalation factor would lead to an increased spread between the
auction reserve price and the first-tier APCR price from $30 (between a $10 reserve and a $40 tier one
price) in 2013 to over $90 in 2030. Allowing this large of a price range defeats the purpose of a price
collar to provide some price certainty for compliance entities while also providing an upper bound
against market manipulation.
B.

Publication of Market Information

PG&E supports the publication and availability of additional market information while preserving the
confidentiality of market participants. ARB should publicly release transaction information related to
quantity, price and type of compliance instruments transacted in summary form by covered entity
category.
In addition, compliance entities regulated by the California Public Utilities Commission (CPUC) are
subject to restrictions concerning allowance and offset procurement to which other entities are not
held.5 Therefore, it may be valuable to separate information concerning electric power entities based
on whether compliance instrument procurement is regulated by the CPUC. Aggregation will serve
ARB’s purpose to provide the market information concerning compliance instrument transfer prices
and quantities while preserving confidentiality of specific entities and transaction details.
1

See Section I of PG&E’s comments on the Air Resource Board 45-day Amendments to the Cap-and-Trade Program dated
October 18, 2013 (pages 2-4)
2
Air Resources Board. October, 2012. California Cap-and-Trade Program: Resolution12-51. Website: http://www.arb.ca
.gov/cc/capandtrade/final-resolution-october-2012.pdf. Pg. 2.
3
Air Resources Board. May, 2014. Amendments to the California Cap on Greenhouse Gas Emissions and Market-Based
Compliance Mechanisms, Final Statement of Reasons. Website: http://www.arb.ca.gov/regact/2013/capandtrade
13/ctfsor.pdf. Pg. 537-538.
4
Air Resources Board. September, 2013. Proposed Amendments to the California Cap on Greenhouse Gas Emissions and
Market-Based Compliance Mechanisms, Initial Statement of Reasons. Website: http://www.arb.ca.gov/regact/201
3/capandtrade13/capandtrade13isor.pdf. Pg. 42-43.
5
California Public Utility Commission. April, 2012. Decision on System Track I and Rules Track III of the Long-Term
Procurement Plan Proceeding and Approving Settlement (D.12-04-046). Website: http://docs.cpuc.ca.gov/Publish
edDocs/WORD_PDF/FINAL_DECISION/164799.PDF
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When publishing aggregated data, ARB should provide additional granularity on offset transactions by
category of covered entity and respective invalidation periods. This level of detail will provide the
market and ARB information concerning the premium, if any, of a shortened invalidation period.
ARB can release this information in aggregate form without the party information of each transaction
to preserve the confidentiality of each participating entity.
To the extent that ARB seeks to release information in a disaggregated form, the ARB should delay
the release of such information until it is unlikely to cause harm to the regulated entities or their
customers. The CPUC has worked extensively to balance stakeholders’ interests in transparency with
market participants’ interest in confidentiality by adopting protocols for confidentiality of procurement
information.
To the extent that the ARB intends to release entity-specific information, PG&E requests that ARB be
consistent with the confidentiality protocols as adopted by the CPUC in its GHG Proceeding.6 The
CPUC provided protection of GHG procurement information as was previously provided to other
Electric Procurement Data in D.06-06-066.7 Under D.06-06-066, a window of confidentiality was
established for data protection three years into the future, or one year following contract expiration,
whichever is first. PG&E suggests ARB release specific information only after this confidentiality
window has passed.
C.

Nicholas Institute Double Cap

At the October 2 Workshop, ARB discussed a “Double Cap” proposal from the Nicholas Institute.
Conceptually, under a Double Cap, ARB would set one cap based on the limit achievable through
known technologies and a second based on the limit achievable through expected technologies. ARB
would allocate allowances based on the more stringent cap, holding the difference between the lower
and higher caps in a reserve.
While PG&E has not seen detailed analysis on workings, potential benefits and risks of a Double Cap
approach could include requiring, wholesale changes to California’s current program, which would be
disruptive to both ARB and covered entities. PG&E recommends that ARB retain a single cap, unless
there are specific and well-supported reasons that the current program design cannot be successfully
updated to meet 2020 and 2030 targets, and successfully contain costs.
IV.

GENERAL CAP-AND-TRADE REGULATION AMENDMENTS

At the October 2 Workshop, ARB Staff presented their initial ideas for streamlining the Cap-andTrade regulation. PG&E provides input on modifications to the RPS Adjustment (Section A), and
streamlining offsets, auctions, and information management (Section B, C and D).

6
7

See Application (A.) 13-08-002; Decision (D.) 14-10-033.
California Public Utilities Commission. July, 2006. Interim Opinion Implementing Senate Bill No. 1488, Relating to
Confidentiality of Electric Procurement Data Submitted to the Commission (D.06-06-066). Website:
http://docs.cpuc.ca.gov/PublishedDocs/WORD_PDF/FINAL_DECISION/57772.PDF
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A.

RPS Adjustment

As articulated by ARB staff at the Workshop, in the 2014 reporting year, there were a number of cases
in which two entities claimed the renewable attributes for a generation source. PG&E believes this
stems from how entities interpreted the RPS Adjustment and specified source requirements provisions
within the Cap-and-Trade and Mandatory Reporting Regulations. PG&E and other utilities offered
specific suggestions in a Joint Utility letter to ARB.8 When considering amendments to the RPS
Adjustment provisions, PG&E asks that any modifications must prevent double-counting and improve
implementation, and align REC ownership with environmental attributes of electricity.
B.

Streamlining Offsets

PG&E supports ARB’s efforts to streamline the offset issuance process. The use of high-quality offset
credits is an effective cost-containment tool and a critical component of a successful Cap-and-Trade
program. PG&E, along with other stakeholders, have expressed concerns about insufficient offset
supply in the market. ARB should build on the success of past offset programs, to ensure the market
has access to high-quality offsets in every period of the program.
PG&E understands that developing and administering ARB’s offset program takes a tremendous
commitment from ARB Staff. Unfortunately, the actual volumes of offsets approved and issued by
ARB have fallen short of the amount allowed. However, from PG&E’s interactions with offset project
developers, verifiers, and registries, it is appears that the Program will not reach an offset supply
sufficient to satisfy the 8 percent limit on offsets in the current Cap-and-Trade program.
PG&E recommends shortening the offset application approval or rejection period to 30 days, which
will provide the applicant with greater certainty on timing. PG&E recommends that the ARB put
more of the onus of offset validation on third-party verifiers and hold offset registries accountable for
offset quality to decrease the amount of work required by the ARB to issue offset credits.
For early action offset credits, PG&E recommends that ARB rely on the original verification for these
projects and provide assurance to the market that any necessary project alterations would only impact
future vintage offset credits from those projects. Additionally, ARB should consider amending the
regulation to provide early action offsets the same issuance timeline as other offsets.
C.

Streamlining Auctions

PG&E supports efforts to streamline auction participation. At the October 2 Workshop, ARB Staff
considered the opportunity to streamline auctions by allowing registered eligible auction participants
that qualify for one auction to be qualified for subsequent auctions if there are no material changes.
PG&E is supportive of streamlining auction participation for any participants who elect to participate
in multiple auctions within a year. However, given that a “material change” is not clearly defined in
the regulation, it is difficult for an entity to evaluate whether it is able to use this provision. Therefore,
8

Pacific Gas and Electric, San Diego Gas and Electric, and Southern California Edison. October, 2015. Utility Comments
on October 2 Air Resources Board Workshop to Discuss Proposed 2016 Amendments to the Cap-and-Trade
Program. Website: http://www.arb.ca.gov/lists/com-attach/17-ct2016amendments-ws-VD1cNVMnVlpXMgdo
.pdf
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ARB should revise the regulation to formalize and clearly identify which events set forth in section
95912(d)(4) concerning auction applications and which events set forth in section 95830 would qualify
as a “material change.”
D.

Streamlining Information Management
1.

Electronic Reporting

At the October 2 Workshop, ARB Staff indicated they would explore online submission for entity
information not reported in CITSS (in lieu of a hardcopy).9 PG&E supports this suggestion and
encourages staff to explore this as part of the 2016 rulemaking.
Allowing electronic reporting and signature of information required by ARB (including attestations)
will allow PG&E to optimize its internal reporting processes and make submittals of information to
ARB consistent with submittals of reports to other regulators. Additionally, electronic submissions
will provide eligible participating entities to more clearly document receipt and delivery of
documentation to ARB. This will minimize any additional efforts necessary to obtain delivery
confirmation from ARB or carriers.
2.

Registration Requirements

The Cap-and-Trade Regulation requires entities to register for an account and provide a number of
disclosures.10 With the exception of employees with knowledge of the entity’s market position, any
change to this information triggers a registration update within 30-days of the change becoming
effective.11 Similarly, PG&E is required to report disclosures to the California Public Utilities
Commission,12 within 10 business days of releasing the information. 13
PG&E recommends that, wherever possible, ARB move to date-certain filings on a quarterly basis.
Requiring trigger-based filings substantially increases compliance burden and risk. Further, quarterly
reporting is likely to reduce administrative burden on both regulated entities and the ARB.
For entities subject to a large set of compliance requirements, the ability to define recurrence of
compliance obligations allows for more efficient compliance processes and reduced compliance risk.
Currently, to ensure that changes are reported within the 30-day time period, PG&E must continually
monitor and compile information. Likewise, extensive administrative efforts are spent ensuring that
CPUC required releases are reported to the ARB within the compliance window. Having date-certain
requirements allows the entity to focus its compliance efforts on those dates, eliminating the need for
continual and often redundant data collection efforts.
Moreover, there does not appear to be a clear need for trigger-based filings in some cases. Filings
based on a triggering events are more appropriate when the change in information requires a clear and
rapid response. However, information on individuals and entities with knowledge of and influence
9

ARB, op. cit., pg. 33.
Section 95830(c)
11
Section 95830(f)(1)
12
Section 95830(f)(1)
13
Section 95915 (c)
10
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over an entity’s market participation is important for monitoring purposes, but does not require an
immediate action. Moreover the generation of piecemeal and incremental information may in fact be
more cumbersome for ARB staff, leading to less effective market oversight, in contrast to information
collected through set reporting dates.
V.

Conclusion

Thank you for the opportunity to submit these comments on the October 2 Workshop on potential
2016 amendments to the Cap-and-Trade regulation. PG&E looks forward to continuing to work with
ARB to ensure the success of the Cap-and-Trade program.
Sincerely,
/s/
Mark C. Krausse
Senior Director, State Agency Relations
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1. Joint Utilities Cap-and-Trade Cost Containment Proposals
The following recommendations constitute essential components of a robust cost containment
structure that should be adopted as a single package. The recommendations fall into three categories,
described below. It is important to implement multiple (if not all) measures from each category in the
2013 amendments to the Cap and Trade Regulation. Doing so will provide needed certainty to the
regulated community and the market that there are mechanisms in place to ensure prices do not exceed
the third tier of the allowance price containment reserve (APCR).
A) Measures that take effect now and gradually over time reduce the likelihood of prices rising
above the APCR in the future by: 1) reducing demand for compliance instruments; 2)
increasing the supply of compliance instruments; and 3) ensuring that compliance instruments
are accessible in the marketplace.
B) Measures that, when triggered, would quickly alter compliance instrument demand/supply
dynamics and constrain upward pressure on market prices for a period of time. An example
trigger is a percentage level of depletion of the APCR.
C) Measures that, when triggered, would keep allowance prices at the third tier of the APCR
regardless of current demand, while preserving the environmental integrity of the Cap and
Trade Program over time.
A) Potential measures that could be implemented now to reduce the likelihood of prices rising
above the APCR in the future:
1. Approve more offset protocols to increase the supply of offsets.
2. Exempt offsets from projects within California from the 8% offset limit.
3. Allow each covered entity to carry over any unused portion of its 8% offset limit for use in
future compliance periods.
4. Address constraints imposed by the current holding limit.
5. Hold an additional auction after the end of each compliance period:


Redistribute allowances between auctions to allow for one additional auction per
compliance period, and/or acquire allowances for auction per B2 below.



This auction should be held between September 1 of the year following the end of a
compliance period, when verification statements for prior-year emissions are due (section
95103(f) of the MRR), and November 1, when compliance entities are required to
demonstrate compliance (section 95856(f)(1) of the Cap and Trade Regulation).

6. Provide allowances to electrical distribution utilities to cover emissions from electrification
of transportation and distributed fuel uses in California.
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Each allowance provided to EDUs for electrification represents significantly greater
reduction in transportation and distributed fuel sector demand for compliance instruments,
lowering demand in comparison to supply.



This proposal would be limited to electrification that is incremental from the date this
measure is adopted and can be reliably measured.

B) Potential measures that would take effect when a specified trigger is reached (e.g. the APCR
is 40% depleted) to quickly alter compliance instrument demand/supply dynamics and constrain
upward pressure on market prices for a period of time:
1. Unused offset proposal:


ARB would track the number of offsets used for compliance (cumulatively) compared to
the number of offsets that would have been used if every covered entity exhausted its 8%
limit.



The difference between the two numbers would be the “8% offset shortfall.”



When the trigger is reached, ARB will announce an increase in the maximum level of each
entity’s offset usage for the current compliance period. The increase will be calculated to
ensure that, if all covered entities surrender offsets up to the new higher level, the 8% offset
shortfall will be used up but not exceeded.



If the 8% offset shortfall is not used up in that compliance period, a new offset level will be
calculated for the next compliance period.

2. Compliance account proposal:


When the trigger is reached, allow covered entities the flexibility to transfer surplus
allowances from their compliance account to their limited use holding account.



This allows entities that have built up a bank of allowances in excess of their compliance
needs to re-inject those allowances into the market.

3. Limited borrowing proposal:


When the trigger is reached, allow covered entities to surrender for compliance allowances
with vintages of the current year and the following year (not applicable post-2020).

4. Offset geographic scope proposal:


When the trigger is reached, increase the number of compliance-grade offsets by expanding
the geographic scope of the approved offset protocols to North America.

5. Offset project start date proposal:
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When the trigger is reached, increase the number of compliance-grade offsets by changing
the Offset Project Commencement date in sections 95973(a)(2)(B) and (c) of the Cap and
Trade Regulation to an earlier date.

C) Potential measure that would be triggered only if and when the third tier of the APCR is
depleted, to keep prices at the third tier level, while preserving environmental integrity:
Allowance-offset proposal: Upon depletion of the highest tier of the APCR, the Executive
Officer will make available (through the APCR sale mechanism) additional allowances, in
excess of the cap, necessary to satisfy the demand of compliance or opt-in compliance entities
at the price set for the highest tier of the APCR in the relevant year. The Executive Officer will
use the funds raised by the sale of additional allowances to reduce GHG emissions, with the
intent that emissions reductions will be equal to or larger than the number of additional
allowances sold.
The options available to the Executive Officer for reducing GHG emissions include, but are not
limited to, one or more of the following:


Commission a third party to obtain and retire high-quality offsets not otherwise eligible
to satisfy the compliance obligations of compliance entities.



Commission a third party to purchase and retire allowances from emissions trading
programs outside of California and linked jurisdictions.



Commission a third party to invest funds in emission reduction projects outside the
capped sectors.



Mandate emission reductions in sectors not covered by the Cap and Trade Regulation.
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Western States Petroleum Association
Credible Solutions • Responsive Service • Since 1907
Catherine H. Reheis-Boyd
President

October 26, 2015
Submitted via web link:
http://www.arb.ca.gov/lispub/comm2/bcsubform.php?listname=ct2016amendmentsws&comm_period=1
Ms. Rajinder Sahota
Air Resources Board
1001 I Street,
Sacramento, CA
Subject: WSPA comments on October 2, 2015 Discussion Workshop for Cap-and-Trade
Regulation 2016 Amendments.
Dear Ms. Sahota,
The Western States Petroleum Association (WSPA) appreciates the opportunity to provide comments
on the issues and concepts discussed by staff at the October 2 workshop. The following comments are
preliminary and reflect the fact that the workshop covered concepts for future evaluation rather than
detailed subject matter. They should not be viewed as a complete accounting of our concerns with the
current Cap and Trade program or our recommendations to improve the program, many of which are
detailed in WSPA comment letters on previous regulatory proposals.
General Comments on ARB’s 2016 Proposals
WSPA agrees with ARB’s current thinking that post-2020 emission reductions should come
predominantly from the Cap and Trade Program and not from “complementary measures” (slide 10).
As we indicated in our October 18, 2015 comments on the state’s post-2020 program planning
process, complementary measures imposed by ARB tie specific sectors to anticipated progress in
technology and subsequent acceptance and use by consumers, Such assumptions of progress may not,
in fact, occur which will, in turn obscure the market forces and blunt changes in consumer behavior.
Independent research also supports the conclusion that complementary measures are much more
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expensive than market based approaches. 1 However, even with a well-designed Cap and Trade
program as the program focal point, California should condition aggressive caps on concrete actions
by other jurisdictions to reduce greenhouse gas emissions. Failure to do so will shift economic
productivity to other jurisdictions, resulting in job displacement and GHG emissions leakage.
ARB has indicated it would like to separate program changes necessary to facilitate continued
implementation of the Cap and Trade Program from those that may be more relevant in a post-2020
program environment. However, the list of issues ARB has identified for pre-2020 amendments is
lacking improvements that will be critical to minimize the potential for market volatility as the current
program matures and opportunities for emission reductions are in shorter supply. Chief among these is
the need to address limitations in existing cost containment mechanisms now to ensure that they are
available and viable in the third compliance period. Several economists and market experts have
observed in the context of California’s Cap and Trade Program that it is better to address market
design and cost containment issues during a period of stability than to wait for a destabilizing event to
occur, at which point corrective actions may be inadequate to mitigate damage to the market, those
who participate in it and the credibility of the underlying program as a model for other jurisdictions.
ARB also references its “Adaptive Management Program” as a tool to identify potential adverse
localized air quality impacts from implementation of the Cap and Trade Program. While we
understand that this Program will be the subject of a December Board update, we remain concerned
that it has been under development for several years, yet very little Program information has been
provided to the public. We are concerned ARB and the local air districts have not provided the
necessary clarity on how they will use GHG emissions data to assess potential adverse impacts at the
local level. This is especially a concern in light of the comprehensive network of criteria pollutant and
toxic air contaminant regulations that already exist at the federal, state and local levels. As ARB is
well aware, these requirements operate independently of the Cap and Trade program and will ensure
continued reductions of emissions with potential localized impacts at the same facilities regulated
under Cap and Trade. We need clarity on the role and operation of this program in order to participate
meaningfully in the stakeholder review process.
Streamlining Offsets
WSPA maintains that the Cap and Trade regulation needs additional measures to address potential
long term market imbalances that could result in allowance price spikes and unintended economic
impacts. The existing suite of cost containment measures is underutilized. When any program starts
there is a lag time in secondary markets, in part due to initial market stability in the absence of supply
constraints. However, the regulation itself, and uncertainty and volatility created by ARB’s recent
amendments, interpretations and implementation actions create bottlenecks that have seriously limited
the utility of these mechanisms.

Analysis of the California ARB’s Scoping Plan and Related Policy Insights, The Charles River Associates, April 21, 2010,
concludes that eliminating complementary measures from the current suite of AB 32 policies would reduce program cost
by up to 50%.
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ARB’s regulations governing offsets is a good example of this problem. The 8% “use it- or -lose it
“quantitative use limit and its application to single compliance periods poses limitations on use of
offsets. In addition, geographic restrictions, including ARB’s interpretation that emission reductions
outside of California are only eligible for credit if they would be considered “additional” within
California, makes identifying potential offsets problematic.
Another example of how offsets availability is being limited is shown by ARB’s handling of the 2014
investigation and invalidation of offsets generated from ozone depleting substance destruction projects
at Clean Harbors in Arkansas. ARB’s action is likely to chill development of offsets in the future, as
many commenters noted in the workshops. Similarly, ARB’s recent amendments to the U.S. Forest
Protocol that impose new restrictions on forestry projects will make qualifying for offsets a more
difficult challenge. Taken together, these and other requirements have reduced development and
investment in offsets which has, in turn, constrained the pool of available offsets and their value in the
marketplace.
We agree that the current offsets process would benefit from greater predictability and that actions
should be taken to truncate the timeframe for issuing offset credits. However, the proposals described
during ARB’s October 2, 2015 workshop fall well short of the changes necessary to ensure the
viability of offsets as a cost containment and leakage prevention mechanism. To achieve this
outcome, ARB must also explore a range of options already identified by various market experts and
compliance entities 2, including but not limited to:
•
•
•
•

•

Increasing the 8% quantitative use limitation.
Exempting California offset projects from the 8% limit.
Allowing compliance entities to carry forward any unused portion of the 8% limit into the next
compliance period.
Redistributing unused offset “capacity” to compliance entities. For example, if usage for the
prior compliance period was only 7%, ARB could allow up to 9% in the next compliance
period. This approach could be implemented on an aggregate or individual compliance entity
basis.
Removing or reducing geographic use restrictions, including allowing use of offsets approved
by other jurisdictions (both linked and non-linked).

ARB has often observed that the vast majority of significant emissions sources within California’s
borders are already controlled such that generating in-state offsets is a challenge. This challenge is
not alleviated with linkage to other jurisdictions because, as noted above, emissions in those
jurisdictions are only eligible for credit if they would be considered “additional” under the California
program. In other words, the hurdle of finding and qualifying offsets in California is, by regulation,
extended to other linked jurisdictions.
See in particular the Joint Utilities Group Cost Containment Proposals presented during the Air Resources
Board Cost Containment Workshop on June 25, 2013.

2
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While the additionality requirement is well-founded for determining offset credit eligibility within
California’s borders, its applicability to emissions that occur outside of California in non-linked
jurisdictions frustrates the overall intent of the program to promote GHG emission reductions on a
global scale. Consider, for example, a jurisdiction with NO current GHG controls. From a global
climate perspective, any emission reductions would be beneficial irrespective of whether the source
would be controlled if it were located in California. However, in most cases, emission reductions
from sources outside California would not be eligible for offsets under AB 32. ARB should explore
how emissions reductions from those sources could be eligible under the offset program so that the
effort to address global climate change can rightfully include sources around the globe.
In addition, to help restore market confidence in ARB-issued offset credits, ARB should follow
Quebec’s lead and create a reserve pool of credits to backfill any credits invalidated as a result of
offset project investigations. In this regard, we note again that ARB’s current offset investigation and
invalidation process is poorly defined, at odds with existing regulatory requirements and creates
extreme uncertainty in the marketplace, as has become evident in the wake of ARB’s investigation of
ODS destruction projects at Clean Harbors’ Arkansas facility. As the International Emissions Trading
Association (IETA) documents in its June 19, 2015 letter to ARB Executive Officer Richard Corey 3,
this investigation has had a chilling effect on ODS project investment, and prospective purchasers of
credits that could be generated under other protocols are increasingly wary of invalidation risk. If
these conditions are allowed to persist, the pool of offset credits available for use in California will be
grossly inadequate to meet the needs of compliance entities, increasing the potential for market
volatility. Moreover, California will have sacrificed opportunities to reduce significant volumes of
GHG emissions in other jurisdictions.
Additional Cost Containment Needs
In addition to the recommendations for offsets noted above, the following cost containment features
should also be included in ARB’s proposed amendments for the third compliance period.
1. Industry Assistance
Looking at California’s program in isolation, as the current Cap continues to decline and
opportunities for emission reductions become increasingly scarce and expensive, there is a
greater need for industry assistance in emissions allocation to insulate in-state companies from
economic advantages that would otherwise be enjoyed by their out of state competitors. From
a global perspective, the need for industry assistance in California diminishes only as other
jurisdictions implement similar programs that level the playing field within regulated sectors.
As ARB is aware, the response from other jurisdictions has been slow and very limited in
scope. Absent an immediate groundswell of action by other jurisdictions, the reductions in
industry assistance scheduled for the third compliance period will guarantee significant trade
exposure for in-state regulated entities and will likely lead to emissions leakage. Thus, WSPA
IETA letter to Richard Corey, LETTER REQUESTING CLARITY ON REGULATORY COMPLIANCE, Business Summary of
Impacts & Recommendations, June 19, 2015.
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recommends that ARB maintain the current 100% industry assistance factor (IAF) through the
end of the second compliance period
While ARB plans to rely on the results of emissions leakage research currently underway at
UC Berkeley and Resources For the Future, WSPA is very concerned that these studies, will
not adequately address the refining leakage risk. We would note that the cement sector was
accommodated by ARB preparing a separate leakage study.
With respect to the 3rd compliance period, WSPA understands that ARB is awaiting the results
of emissions leakage research currently underway at UC Berkeley and Resources For the
Future and plans to hold public workshops to identify how their findings may affect the
industry assistance factor. Given the reports are not scheduled to be released until some time
in 2016, any results from that work, after review, analysis, and comment by stakeholders,
should be implemented as part of the 3rd compliance period that starts in 2018.
2. Price Cap
ARB’s Emissions Market Assessment Committee (EMAC) previously recommended that ARB
establish a maximum price at which it would sell unlimited additional allowances to avoid
possible price spikes and economic dislocation from volatility in supply or demand. 4 EMAC
also noted that “It is far better to have a transparent and credible process for limiting allowance
prices established in advance than relying upon ad-hoc emergency measures during periods of
stress.” 5 Accordingly ARB should act now, in consultation with its own market experts and
other program stakeholders, to establish a reasonable price cap that will help maintain market
stability in the third compliance period.
3. Holding Limits
The EMAC also recommended that ARB consider relaxing current holding limit requirements
to minimize the likelihood of stranding allowances. As the EMAC noted, the prohibition on
transfer or sale of allowances from compliance accounts could be especially problematic for
large compliance entities that choose to pre-fund their compliance accounts as a hedge against
compliance risk. These entities could later find themselves flush with allowances which cannot
be sold to other market participants that may be in need of additional allowances. To address
this concern, the EMAC recommended that the regulations be changed to allow trading
between compliance accounts, subject to certain limitations, and that this change could be
accomplished “without a significant increase in the risk of market manipulation.” 6
Alternatively, ARB could use the current limited exemption formula, which is scaled to an
Price Containment in the California Cap & Trade Market, Emissions Market Assessment Committee, November 14, 2013.
Price Ceiling in the Greenhouse Gas Emissions Cap-and-Trade Market, Severin Borenstein, James
Bushnell and Frank A. Wolak, Emissions Market Assessment Committee, November 8, 2013.
6 Holding Limits in California’s Greenhouse Gas Emissions Cap-and-Trade Market, Severin Borenstein,
James Bushnell and Frank A. Wolak, Emissions Market Assessment Committee, November 8, 2013.
4
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individual entity’s three year compliance obligation, to establish the holding account limit.
This approach would eliminate the threat of stranding allowances.
As noted above, since the potential for market volatility is greater near the end of the market
period (2020), WSPA encourages ARB to work with the EMAC and other stakeholders to
adjust holding limit requirements in advance of the third compliance period.
Streamlining Auctions
ARB is requesting public input on several proposals for streamlining Cap and Trade Auctions. WSPA
agrees that some of these proposals bear further consideration. Others, however, would reduce
flexibility for auction participants and could discourage voluntary market participation. One such
example is the suggestion to reduce options for bid guarantee mechanisms. To the contrary, all market
participants would benefit from an expansion of bid guarantee options to include financial test and
corporate guarantee mechanisms as are allowed under the Resource Conservation and Recovery Act
(RCRA) financial assurance regulations (40 CFR Part 264/265 Subpart H). RCRA permits the owner
of a hazardous waste treatment, storage, and disposal facility to use these mechanisms to prove that it
has the financial means to cover closure and post-closure costs.
These RCRA financial assurance options are readily adaptable to California Cap and Trade auctions,
regardless of the adequacy of the participants’ in-state assets. For example, an owner/operator located
outside California could use assets, credit agencies and banks within its own jurisdiction to establish
that it satisfies the financial test mechanism or it could use a corporate guarantee from a parent
company. Either mechanism could be submitted to ARB on an annual basis, as is required by RCRA,
to cover the expected total auction procurement costs for a given auction cycle. ARB could retain this
financial assurance documentation rather than having to return a bid guarantee, such as a letter of
credit (LOC), for each auction. From an auction participant’s perspective, LOCs and bonds are less
favorable bid guarantee mechanisms because the covered entity must pay its creditors for the privilege
of holding the financial instruments open for the duration of the auction process.
If a compliance entity were able to use a financial test or a corporate guarantee already on file with
ARB, the Western Climate Initiative or a linked jurisdiction, that entity would be able to participate in
an auction at any point in time, rather than having to wait for the next auction because it missed the
window for submitting paperwork required for other financial assurance mechanisms. In addition,
since the cost associated with a financial test or corporate guarantee is minimal, the compliance entity
could use funds that would otherwise be dedicated to time-limited, single auction financial assurance
mechanisms to purchase more allowances at auction. ARB should adapt these mechanisms from
RCRA to provide auction participants a greater degree of flexibility and cost control than is currently
allowed under the Cap and Trade regulations.
Auction Frequency
In response to ARB’s solicitation for input on auction frequency, WSPA agrees with ARB’s Emissions
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Market Assessment Committee (EMAC) that “Increasing the frequency of auctions should
significantly improve the credibility of the allowance price information available to market
participants and the ARB.” 7 The Western Climate Initiative has also asserted that more frequent
auctions would reduce price volatility and opportunities for market manipulation. 8 In addition to
expert opinion, ARB should look to current practice to inform the question of auction frequency.
More frequent auctions are a hallmark of established emissions trading programs in other jurisdictions
such as the European Union. For these reasons, ARB should consider increasing auction frequency
from quarterly to monthly starting no later than the third compliance period.
Streamlining Information Management
WSPA supports ARB’s proposal to allow electronic reporting and signature of required information,
including attestations. We also support consolidation of corporate association disclosure requirements
and changes to certain timeframes for updating required information. In particular, the current
timeframes for updating registration information in section 95830(f) (1) are insufficient, especially for
large corporate entities with multiple direct and indirect associations. As WSPA indicated in our
October 16, 2013 comments on then-proposed changes to the Cap and Trade regulation, these
timeframes should be extended to a minimum of 60 days.
In addition, to improve the clarity of the regulation and to facilitate consistent interpretations among
ARB staff, verifiers and regulated entities, ARB should take this opportunity to codify its current
guidance on disclosures of corporate associations and investigations of corporate affiliates, dated
October 10, 2014.
Market Information / Monitoring
WSPA agrees that certain information required under the current regulation is not necessary to achieve
ARB’s objectives for preventing market manipulation. One example cited in WSPA’s October 16,
2013 comments is the requirement for registration of “all individuals serving as Cap and Trade
Consultants and Advisors for entities participating in the Cap and Trade program” in sections
95830(c)(1)(J) and 95923. It remains unclear what additional insight this information provides relative
to ARB’s market oversight objectives. Furthermore, as we noted in our earlier comments, it is
common business practice for contracts between the company and its consultants (which often
represent multiple clients) to include confidentiality provisions. This requirement is unnecessarily
intrusive and violates the legal rights of entities to enter into contracts with firms of their choosing. It
should be removed from the regulation.
With regard to ARB’s question about whether it should release more detailed market supply measures
WSPA maintains that all data pertaining to the market positions of individual entities, along with
information concerning corporate associations, should be designated as confidential business
Auction Format and Auction Frequency for California’s Greenhouse Gas Emissions Cap-and-Trade
Market, Severin Borenstein, James Bushnell and Frank A. Wolak, November 8, 2013.
8
Western Climate Initiative Markets Committee Report on Holdings Limits, Jeffrey H. Harris, May 6, 2010.
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information (CBI) by default and protected from public disclosure. Public disclosure of this
information could increase the potential for market manipulation and decrease overall market liquidity.
WSPA agrees that market trend analysis is important, and sufficient data to support such analysis
should be publicly available. For example, ARB should report information concerning surrender of
offsets for compliance purposes. However, this objective should be achieved through aggregation and
de-identification of individual participant data. ARB should reach out to market participants prior to
posting market data or reconfiguring existing aggregated data to ensure that it does not inadvertently
disclose CBI.
Nicholas Institute “Double Cap” Concept for Post-2020 Program
WSPA opposes this approach to cap setting for post-2020 emission reductions. As we understand the
concept, the first cap would be predicated on assumptions about what existing technologies can
achieve by 2030. The second, more stringent cap would be aspirational, based on best-case
assumptions of rapid technology innovation and widespread public adoption of transformational
climate policies. The risk of failing to achieve the aspirational cap would be mitigated by creating a
separate pool of allowances that would cover the difference between actual emissions reductions and
the aspirational cap. This approach suffers from at least two fundamental flaws. First, setting a purely
aspirational second cap necessarily implies the setting of a target based on wishes or aspirations rather
than one that is based on rigorous technical and economic analysis. Second, this approach would
remove additional allowances from the market, further constraining limited supplies, driving up price
and effectively operating as a second “haircut” for regulated entities. Thirdly, this approach would be
yet another intrusion to the market and could undermine cost containment measures that are essential
to the success of a post-2020 program. For these reasons, ARB should not use the Nicholas Institute
“Double Cap” concept as the model for post-2020 cap design.
Allowance Price Containment Reserve
WSPA is concerned about the growth in APCR volume and price escalation forecast under the current
regulation and how this set aside may impact the market as allowances become increasingly scarce
under the declining cap. One possible means of mitigating potential market volatility that could
otherwise be induced by the APCR is to redistribute allowances remaining in the APCR at the end of
each compliance period back into the market. WSPA looks forward to discussing this issue and the
need for possible APCR reforms as ARB moves forward with this regulatory proceeding.
WSPA appreciates the opportunity to comment on ARB’s proposed cap and trade concepts and look
forward to continuing dialogue on this issue. Should you have any questions, feel free to contact me at
this office or my staff, Mike Wang (cell: 626-90-4905; mike@wspa.org.).
Sincerely,
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Tamara Rasberry
Manager
State Regulatory Affairs
925 L Street, Suite 650
Sacramento, CA 95814
(916) 492-4252
trasberry@semprautilities.com

October 19, 2015
Ms. Rajinder Sahota
Branch Chief, Cap-and-Trade Program
California Air Resources Board
1001 I Street
Sacramento, CA 95814
RE:

Sempra Energy Utilities’, Southern California Gas Company and San Diego Gas &
Electric Company, Comments on Slides Presented During the October 2, 2015
Discussion Workshop Regarding the Scope and Schedule for Potential 2016
Amendments to the Cap-and-Trade Regulation

Dear Ms. Sahota:
The Sempra Energy Utilities (“SEU”), comprised of Southern California Gas Company and San
Diego Gas & Electric Company, appreciate the opportunity to submit these comments with
respect to the proposed scope and schedule for potential 2016 amendments to the cap-andtrade rules, presented by the Air Resources Board (“ARB”) at a discussion workshop conducted
on October 2, 2015. Although only a rough outline was presented during the workshop, SEU
applauds ARB’s overall objective of extending the cap-and-trade program, and making the
program more efficient while maintaining environmental and market integrity.
ARB’s presentation at the October 2nd workshop addressed the following topics:
1. Climate change policy update
2. Cap-and-trade regulation update
3. Scope and schedule for cap-and-trade regulation amendments
4. Schedule for climate change scoping plan update
5. USEPA’s clean power plan
6. ARB’s plan for compliance with this plan
7. Opportunities for streamlining cap-and-trade program efficiency
8. Cost containment
9. Market data publication
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Please note that, given the lack of detail and specificity in ARB’s slide presentation, SEU’s
comments below are tentative or preliminary in nature. Consequently, SEU reserves its right to
later develop, modify, or supplement its comments as ARB releases in the following months
more substance and detail regarding its proposed changes to the cap-and-trade rules.
1.
Use the first compliance period event as a learning opportunity. The cap-and-trade
program’s first compliance period (“CP1”) ended on December 31, 2014. According to slide #5
in ARB’s morning slide presentation, on November 2, 2015, the entities participating in CP1
must surrender enough compliance instruments to cover the sum total of their GHGs emitted
during CP1. SEU submits that this unprecedented event would likely yield substantial
compliance information regarding entities participating in CP1 that could cause ARB to either
keep, delete, rethink, or revise certain cap-and-trade requirements. Therefore, we encourage
ARB to wait until enough CP1 compliance information has been accumulated, sifted through,
and thoroughly reviewed, thereby yielding the data necessary for amending or updating the capand-trade rules.
2.
Avoid jumping to conclusions regarding localized impacts. On slide #6 of the morning
presentation, ARB discusses the need to monitor adverse localized air quality impacts resulting
from the cap-and-trade program, and to develop ways to address such impacts. While SEU
understands and agrees with ARB’s need to identify and evaluate these localized adverse
impacts, we urge ARB to carefully study these impacts and determine whether these are
causally related to the cap-and-trade program, or are just correlated.
3.
Carefully consider the imposition of additional requirements. On slide #7 of the morning
presentation, ARB states that it wants to streamline regulations and remove unnecessary
requirements as it seeks to make the cap-and-trade program more efficient, while also
maintaining the program’s environmental and market integrity. SEU commends ARB highly for
taking such a step forward. SEU, however, also cautions ARB not to impose new requirements
in its quest to maintain the program’s integrity, unless such requirements have been fully vetted
to ensure against undermining ARB’s efficiency and streamlining goals.
4.
Take into account the other AB32 GHG reduction measures when setting the caps. On
slide #10 of the morning presentation, ARB discusses the 2030 statewide GHG reduction target,
as well as what portion of that target should be placed on the shoulders of the cap-and-trade
program. While the cap-and-trade program has so far proven to be a very efficient and effective
tool for reducing GHG emissions in the state, SEU suggests that ARB first evaluate the success
and effectiveness of the other GHG reduction measures such as the low-carbon fuel standards
or the advance clean cars program, among many others. Such an assessment would help ARB
better determine how to set the 2021 and 2030 caps for the cap-and-trade program, in light of
the GHG reductions already achieved or achievable by such measures.
5.
Better ensure the integrity of offsets in addition to streamlining their issuance. On slides
##14-20 of the morning presentation, ARB asked for stakeholder input with regard to
streamlining the offset issuance process in terms of shortening the time for issuing offset credits
as well as infusing more predictability into the process. SEU greatly appreciates ARB’s forward
thinking in this regard and, in due time, will provide ARB with feedback as well as input on
possible streamlining measures. SEU would also suggest that ARB address in this streamlining
2

Comment Overview

Navigate to Table of Contents
process the need to better ensure the integrity of offsets, given that offset end-users ultimately
bear the compliance liability if the offsets they purchased either get entirely or substantially
invalidated after they have been issued.
Furthermore, SEU would like to point out how Early Action Offsets that are awaiting review
currently have no issuance deadline set forth in the regulation. As a result, these offsets which
have been in the review queue for some time are routinely brushed aside while Compliance
Offsets are processed in a timely manner in order to meet their respective regulatory deadline.
SEU urges that ARB create an issuance deadline for Early Action Offsets as part of its
streamlining efforts. In addition, ARB may want to change the invalidation period of an Early
Action Offset such that it does not necessarily begin on the day of the offset’s issuance. Rather,
the invalidation period should begin either on January 1, 2012 (the start of the program), or on
the start date of the offset, whichever is later.
6.
Continue to find ways to streamline auctions. On slide #22, ARB lists a number of ways
for streamlining the allowance auction process, all of which SEU supports and endorses. SEU
also recognizes the challenges ARB faces in streamlining auctions, but encourages ARB to
work closely with stakeholders who, as auction participants, have many ideas for improving the
auction process without undermining the policy behind these auction rules. SEU suggests, for
example, reducing the number of days between the date of an auction and the deadlines for
several pre-auction submittals. We would also suggest creating alternatives to the cash option
when providing bid guarantees, since some auction participants may have cash management
restrictions that could severely limit their ability to participate in a given auction. Finally, we urge
ARB to consider relaxing the number of Accounts Viewing Agents in CITSS, which would be
helpful to auction participants and, therefore, further streamline the auction process.
7.
When streamlining the information management process, please fInd more ways to
reduce legal complexity, as well as burdensome administrative paperwork and submittals. On
slides #26-35 of the morning presentation, ARB discusses a key area for streamlining and
implementing more efficient and less burdensome procedures, namely, information
management. Much of the frustration participants encounter with the cap-and-trade program
involves the complexities and nuances in the rules governing the information management
process. Not only are these rules amended frequently, but a significant amount of written
guidance is often issued by ARB alongside these rules, practically making compliance with
these information management rules an extremely “attorney-intensive” exercise, i.e., making
sure submittals that comply with ARB’s written guidance, for example, also comply with the
applicable rule as written.
Indeed, on a few occasions, SEU attorneys have had to communicate directly with ARB
attorneys in order to better understand – and, therefore, better comply with – certain information
management rules. For example, during one such telephone conversation, ARB attorneys
confirmed for us that one of the exemptions to the non-disclosure rule, as set forth in 17 CCR
§95914(c)(2)(D), would also apply to disclosures required by other government agencies in
addition to the CPUC. SEU hopes that during this amendment process, ARB revises the
language in 17 CCR §95914(c)(2)(D) so that it more clearly states its intent and purpose.
Much of the information required by the cap-and-trade rules can also be provided less
frequently. For example, the requirement to submit to ARB within 30 days any changes to the
3
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names, titles, and addresses of a participant’s officers and board of directors, can be adjusted to
once a quarter, as part of the auction registration process. Furthermore, while most submittals
or reports can be done online or electronically, there are still some reports or submittals that are
being made via hard copy, such as, for example, the officers and board of directors 30-day
report discussed above, as well as the Auction Application Attestation form. SEU is sure that
these hard copy submittals can be converted into online or electronic submittals without
compromising the cap-and-trade program’s integrity or making the program easier to “game.”
SEU would like to raise one further point regarding information management that is not
addressed in the slides, namely, the prohibition against disclosure of certain allowance auction
information. In particular, many participants find it awkward, if not unwieldy, to respond to
questions regarding participation in a past auction, by referring the questioner to the ARB
auction website where the answer can eventually be divined. It is unclear to SEU exactly how
such a requirement mitigates against “gaming” or prevents fraud or undermines the state’s GHG
reduction goals.
Thank you, again, for the opportunity to provide some preliminary comments on ARB’s slide
presentation on potential amendments to the cap-and-trade rules. SEU looks forward to
working closely with ARB and its staff as it further develops and refines these proposed
amendments. Please do not hesitate to contact me should you have any comments or
questions regarding the above.
Sincerely,
Tamara Rasberry
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October 21, 2015
Ms. Rajinder Sahota
Assistant Division Chief – Climate Program
California Air Resources Board
1001 I Street
Sacramento CA, 95814
Filed Electronically
RE:

Modesto Irrigation District and Turlock Irrigation District’s Comments from the
October 2, 2015 Workshop Regarding Amendments to the California Cap-andTrade Program – Renewable Portfolio Standard (RPS) Adjustment

Dear Ms. Sahota:
Modesto Irrigation District (MID) and Turlock Irrigation District (TID) are concerned with the
California Air Resources Board’s (ARB) proposed amendments, which would remove the RPS
Adjustment from the Cap-and-Trade Regulation in the existing program. The RPS Adjustment is
an integral part of Cap-and-Trade that reflects a core State policy requiring extensive use of
renewable resources, and is overall a critical element in the renewable energy markets. These
comments focus on our recommended revisions to the Renewable Portfolio Standard (RPS)
adjustment sections of the CAP-and-Trade Program and Mandatory Reporting Regulation
(MRR).
Removal of this regulatory mechanism would significantly impact and very likely escalate the
costs of importing out-of-state renewables. Furthermore, it would penalize utilities like MID
and TID –and our ratepayers – who made early investments in these preferred resources and
formulated subsequent energy portfolio decisions consistent with the State’s renewable
program. As publicly owned utilities (POUs), our customers will ultimately bear the negative
financial and resulting rate impacts due to such a regulatory rule change.
One of the goals to California’s RPS program is to reduce greenhouse gas (GHG) emissions
through cost-effective procurement of zero emission renewable resources. The RPS law allows
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utilities to procure renewable energy irrespective of the location of production (i.e., whether
from an in-state or out-of-state renewable resource).
Due to transmission limitations, the intermittent nature of some renewable resources, and
complexities around transmission scheduling, both past and current RPS laws allow the power
from out-of-state resources to be “firmed and shaped” for delivery at a time other than when
the generation occurs. The total volume of qualified RPS procurement is limited by the actual
metered generation of the facility. The firming and shaping provisions provide a cost-effective
means to procure zero emissions energy from geographically disparate resources. This is an
important component of the existing RPS law that California’s utilities have relied upon in
developing their RPS procurement plans since the adoption of the mandatory RPS law in 2002.
MID and TID have made early investments in a low-carbon future by entering into long-term
contracts and ownership structures with out-of-state renewable resources using the firming
and shaping mechanism. Many of these investments were made at a time long before it was
known whether, if at all, California would develop a cap-and-trade program, much less whether
such a program would apply to out-of-state zero emissions resources.
Early in the development of the Cap-and-Trade Program the ARB wisely addressed these
concerns by creating the RPS Adjustment mechanism. 1 The inclusion of the RPS Adjustment
sent a clear signal to the electricity sector that existing investments in out-of-state, zero
emissions resources would still retain their value as zero-emission assets, provided they meet
the requirements set forth in Section 95852(b)(4) of the Cap-and-Trade Regulation.
The inclusion of this provision helped preserve the long-term investments of POUs and also
facilitated new investments in renewable energy within the Western Interconnection. The RPS
Adjustment enables a broader market for zero emission energy by allowing out-of-state
renewable energy resources to compete on a level playing field with in-state resources. This
level of west-wide competition advances the goal of creating and integrating market interests
to reduce regional GHG emissions.
By furthering the regional renewable energy markets, the RPS Adjustment is a central
component that plays an important role in achieving the State and region’s GHG emission
reduction goals. We believe that removal of the RPS Adjustment from the Cap-and-Trade rules
will drastically undermine the value long-term investments in out-of-state renewable energy,
negatively impact utility ratepayers throughout California and substantially limit the ability to
diversify access to resources that would further the ARB’s GHG reduction policies.
1

See October 2011 Final Statement of Reasons at p. 57, available at: http://www.arb.ca.gov/regact/2010/
capandtrade10/fsor.pdf
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The primary challenge to implementation of the RPS Adjustment is the direct delivery
prohibition, which is intended to prevent double counting of an out-of-state resource’s
emission attributes due to more than one entity claiming credit for the same emissions
reduction. MID and TID understand, appreciate and support that the ARB must protect the
integrity of the Cap-and-Trade program and prevent double counting of emissions reductions;
however, it’s possible to minimize or eliminate the risk of double counting and keep the RPS
Adjustment in place. Under current law, null power [i.e., energy without the renewable energy
credits (RECs)] can be transacted and imported to California and can be claimed as a zero
emissions resource even though the importer doesn’t have title to the RECs.
By adjusting the Cap-and-Trade and Mandatory Reporting Regulations to decouple null power
from its associated RECs and align the regulations with REC ownership only, verification that
only one entity claims any one REC will be much simpler and more accurate because assessing
direct deliveries will no longer be required. Such regulation revisions would avoid harm to the
proactive and prudent long-term investments made by California utilities in out-of-state
renewables.
This recommendation addresses the ARB’s concerns with respect to the direct delivery and
would eliminate the potential for double counting. As we’ve noted, maintaining the RPS
Adjustment is critical for publicly owned utilities that have made early, long-term investments
in out-of-state renewable resources and prudent subsequent portfolio decisions based in large
part on those early actions. The RPS Adjustment also plays a critical role in maintaining a
robust regional renewable energy market and is therefore important to advancing the State’s
GHG objectives.
As such, MID and TID urge the ARB hold a series of workshops to more fully explore the array of
possible solutions. We look forward to working with the ARB to address these issues.
Sincerely,

Greg Salyer
Interim General Manager
Modesto Irrigation District

Casey Hashimoto
General Manager
Turlock Irrigation District
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The	
  Western	
  Power	
  Trading	
  Forum1	
  (WPTF)	
  welcomes	
  the	
  opportunity	
  to	
  provide	
  input	
  to	
  the	
  
California	
  Air	
  Resources	
  Board	
  (CARB)	
  on	
  its	
  consideration	
  of	
  possible	
  amendments	
  to	
  the	
  Cap	
  and	
  
Trade	
  program	
  for	
  the	
  third	
  compliance	
  period	
  and	
  the	
  post-‐2020	
  program,	
  including	
  California	
  
Compliance	
  with	
  the	
  Clean	
  Power	
  Plan	
  (CPP).	
  	
  	
  
First,	
  as	
  it	
  is	
  early	
  in	
  the	
  rule-‐making	
  process,	
  WPTF	
  is	
  not	
  yet	
  in	
  a	
  position	
  to	
  provide	
  detailed	
  
comments	
  on	
  the	
  specific	
  items,	
  such	
  as	
  stream-‐lining	
  of	
  information	
  management	
  and	
  cost	
  
containment	
  provisions,	
  identified	
  by	
  CARB	
  as	
  areas	
  for	
  revision.	
  However,	
  WPTF	
  reiterates	
  the	
  
need	
  for	
  the	
  scope	
  of	
  the	
  cap	
  and	
  trade	
  amendments	
  for	
  the	
  third	
  compliance	
  period	
  to	
  include	
  full	
  
evaluation	
  and	
  clarifications	
  to	
  the	
  procedures	
  and	
  requirements	
  for	
  the	
  RPS	
  adjustment.	
  As	
  WPTF	
  
explained	
  at	
  the	
  October	
  2nd	
  workshop,	
  we	
  are	
  very	
  concerned	
  that	
  the	
  way	
  that	
  CARB	
  is	
  
interpreting	
  and	
  implementing	
  the	
  RPS	
  adjustment	
  requirements	
  is	
  unworkable	
  and	
  is	
  creating	
  
conflicts	
  with	
  contractual	
  terms.	
  	
  	
  
Additionally,	
  we	
  believe	
  that	
  dedicated	
  consideration	
  of	
  electricity	
  sector	
  issues	
  is	
  warranted	
  
within	
  the	
  cap	
  and	
  trade	
  amendment	
  rule-‐making.	
  	
  In	
  addition	
  to	
  the	
  need	
  to	
  consider	
  any	
  
necessary	
  changes	
  to	
  the	
  California	
  cap	
  and	
  trade	
  program	
  to	
  comply	
  with	
  the	
  CPP,	
  CARB	
  must	
  also	
  
consider	
  changes	
  that	
  may	
  be	
  needed	
  in	
  response	
  to	
  other	
  state	
  CPP	
  plans,	
  particularly	
  the	
  
treatment	
  of	
  electricity	
  imports.	
  At	
  the	
  same	
  time,	
  regional	
  energy	
  markets	
  are	
  changing	
  quickly	
  –
the	
  California	
  ISO	
  Energy	
  Imbalance	
  Market	
  is	
  expanding	
  to	
  include	
  5	
  non-‐California	
  balancing	
  area	
  
authorities	
  and	
  transformation	
  of	
  the	
  CAISO	
  into	
  a	
  regional	
  grid	
  organization	
  could	
  occur	
  within	
  the	
  
next	
  few	
  years.	
  These	
  changes	
  necessitate	
  careful	
  consideration	
  of	
  whether	
  and	
  how	
  carbon	
  
associated	
  with	
  electricity	
  imports	
  will	
  be	
  regulated	
  in	
  the	
  future,	
  and,	
  if	
  so,	
  what	
  role	
  the	
  ISO	
  will	
  
play	
  in	
  facilitating	
  this.	
  
For	
  these	
  reasons,	
  WPTF	
  requests	
  that	
  CARB	
  hold	
  a	
  workshop	
  to	
  identify	
  and	
  discuss	
  possible	
  
amendments	
  relating	
  to	
  the	
  electricity	
  sector	
  for	
  both	
  the	
  third	
  compliance	
  period	
  and	
  the	
  post-‐
2020	
  program.	
  Given	
  the	
  importance	
  of	
  these	
  issues	
  and	
  the	
  fact	
  that	
  the	
  CAISO	
  plans	
  to	
  revisit	
  GHG	
  
accounting	
  issues	
  in	
  early	
  2016,	
  we	
  recommend	
  that	
  CARB	
  schedule	
  the	
  workshop	
  as	
  soon	
  as	
  
possible.	
  	
  
The	
  remainder	
  of	
  these	
  comments	
  addresses	
  CARB’s	
  proposed	
  strategy	
  for	
  compliance	
  with	
  the	
  
CPP.	
  	
  
CARB	
  Should	
  Aim	
  to	
  Develop	
  a	
  “Trading-‐Ready”	
  CPP	
  Compliance	
  Plan	
  
WPTF	
  agrees	
  with	
  much	
  of	
  the	
  framework	
  for	
  the	
  California	
  CPP	
  compliance	
  strategy	
  outlined	
  in	
  
the	
  CARB	
  discussion	
  paper	
  and	
  staff	
  presentation.	
  Specifically,	
  WPTF	
  agrees	
  that	
  California	
  should	
  
pursue	
  a	
  mass-‐based	
  plan	
  based	
  on	
  the	
  California	
  Cap	
  and	
  Trade	
  Regulation	
  and	
  that	
  the	
  multi-‐
sector	
  nature	
  of	
  California’s	
  cap	
  and	
  trade	
  program,	
  its	
  linkage	
  to	
  Quebec,	
  and	
  the	
  use	
  of	
  carbon	
  
offsets	
  necessitates	
  a	
  “State	
  Measures”	
  approach.	
  We	
  also	
  agree	
  that	
  the	
  level	
  of	
  emissions	
  from	
  
California	
  electricity	
  generation	
  over	
  the	
  CPP	
  compliance	
  period	
  are	
  likely	
  to	
  be	
  well	
  below	
  the	
  
	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  
1	
  WPTF	
  is	
  a	
  diverse	
  organization	
  comprising	
  power	
  marketers,	
  generators,	
  investment	
  banks,	
  public	
  utilities	
  
and	
  energy	
  service	
  providers,	
  whose	
  common	
  interest	
  is	
  the	
  development	
  of	
  competitive	
  electricity	
  markets	
  
in	
   the	
   West.	
   WPTF	
   has	
   over	
   80	
   members	
   participating	
   in	
   power	
   markets	
   within	
   California	
   and	
   elsewhere	
  
across	
  the	
  United	
  States.	
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level	
  of	
  EPA’s	
  CPP	
  target	
  for	
  California,	
  and	
  that	
  as	
  a	
  result,	
  the	
  triggering	
  of	
  backstop	
  measures	
  is	
  
extremely	
  unlikely.	
  	
  
However,	
  WPTF	
  is	
  concerned	
  that	
  neither	
  the	
  discussion	
  paper	
  nor	
  the	
  presentation	
  reflect	
  
consideration	
  of	
  linking	
  California’s	
  cap	
  and	
  trade	
  program	
  with	
  any	
  electricity-‐sector-‐only	
  cap	
  and	
  
trade	
  programs	
  adopted	
  in	
  other	
  states	
  to	
  comply	
  with	
  the	
  CPP.	
  Although	
  mention	
  is	
  made	
  of	
  
regional	
  collaboration	
  and	
  opportunities	
  for	
  linking,	
  the	
  option	
  for	
  California	
  to	
  adopt	
  an	
  EPA-‐
approved	
  “trading-‐ready”	
  plan	
  is	
  not	
  explored.	
  	
  
Linked	
  allowance	
  trading	
  programs	
  throughout	
  the	
  west	
  and	
  nationally	
  would	
  have	
  significant	
  
advantages	
  in	
  terms	
  of	
  delivering	
  long-‐term	
  emission	
  reductions	
  and	
  ensuring	
  a	
  common	
  and	
  
consistent	
  carbon	
  price	
  signal	
  for	
  generator	
  dispatch	
  and	
  investment.	
  WPTF	
  therefore	
  urges	
  CARB	
  
to	
  develop	
  a	
  ‘trading-‐ready’	
  CPP	
  compliance	
  plan	
  that	
  would	
  enable	
  linkage	
  to	
  any	
  other	
  EPA-‐
approved,	
  mass-‐based,	
  CPP	
  allowance-‐trading	
  program.	
  	
  	
  
The	
  CPP	
  Provides	
  a	
  Mechanism	
  to	
  link	
  California’s	
  Program	
  to	
  other	
  CPP	
  Allowance	
  Trading	
  
Programs	
  
The	
  mechanism	
  to	
  link	
  California’s	
  multi-‐sector	
  cap	
  and	
  trade	
  program	
  to	
  electricity-‐sector	
  only	
  cap	
  
and	
  trade	
  programs	
  has	
  been	
  intentionally	
  and	
  explicitly	
  addressed	
  by	
  the	
  US	
  Environmental	
  
Protection	
  Agency	
  in	
  the	
  CPP.	
  It	
  would	
  work	
  as	
  follows:	
  
•

•

•

•

CARB	
  would	
  impose	
  annual	
  emissions	
  caps	
  under	
  the	
  California	
  Cap	
  and	
  Trade	
  Regulation	
  
consistent	
  with	
  the	
  State’s	
  40%	
  GHG	
  emission	
  reduction	
  goal	
  and	
  issue	
  allowances	
  up	
  to	
  the	
  
level	
  of	
  these	
  caps.	
  For	
  CPP	
  compliance,	
  CARB	
  would	
  establish	
  EGU	
  mass	
  standards	
  (i.e.	
  final	
  
and	
  interim)	
  for	
  electricity	
  generating	
  units	
  (EGUs)	
  at	
  the	
  levels	
  set	
  for	
  the	
  state	
  by	
  EPA.	
  	
  
CARB	
  would	
  also	
  request	
  approval	
  for	
  the	
  plan	
  to	
  be	
  deemed	
  trading-‐ready.	
  	
  
	
  
Once	
  approved	
  by	
  EPA,	
  California-‐issued	
  allowances	
  could	
  be	
  used	
  for	
  compliance	
  by	
  EGUs	
  
in	
  any	
  other	
  mass-‐based,	
  trading-‐ready	
  state.	
  CARB	
  would	
  modify	
  the	
  cap	
  and	
  trade	
  
regulation	
  to	
  enable	
  covered	
  entities	
  to	
  use	
  allowances	
  issued	
  by	
  other	
  trading-‐ready	
  states.	
  	
  	
  
	
  	
  
Because	
  its	
  CPP	
  plan	
  would	
  be	
  a	
  state	
  measures	
  approach,	
  California	
  would	
  demonstrate	
  
ongoing	
  CPP	
  compliance	
  by	
  comparing	
  total	
  EGU	
  emissions	
  to	
  its	
  EGU	
  mass	
  standards.	
  (As	
  a	
  
result	
  of	
  the	
  multi-‐sector	
  nature	
  of	
  California’s	
  cap	
  and	
  trade	
  program,	
  enforcement	
  of	
  the	
  
program	
  requirements	
  on	
  EGUs	
  will	
  not	
  mathematically	
  ensure	
  attainment	
  of	
  California’s	
  
CPP	
  EGU	
  standards.)	
  
	
  
In	
  making	
  this	
  comparison,	
  California	
  would	
  adjust	
  the	
  total	
  reported	
  EGU	
  emissions	
  by	
  the	
  
quantity	
  of	
  allowances	
  imported	
  from	
  other	
  CPP	
  states,	
  or	
  exported	
  to	
  other	
  CPP	
  states	
  or	
  
Canadian	
  provinces.2	
  In	
  this	
  way,	
  net	
  imports	
  of	
  allowances	
  from	
  other	
  CPP	
  states	
  would	
  
have	
  the	
  effect	
  of	
  raising	
  California’s	
  EGU	
  mass	
  standards.	
  Imports	
  from	
  Canadian	
  provinces	
  
would	
  not	
  have	
  this	
  effect.	
  All	
  exports	
  of	
  California	
  allowances	
  have	
  the	
  effect	
  of	
  decreasing	
  
California’s	
  EGU	
  mass	
  standards.	
  	
  
	
  

	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  

2

	
  	
  http://www2.epa.gov/cleanpowerplan/clean-‐power-‐plan-‐existing-‐power-‐plants#CPP-‐final	
  	
  at	
  §60.5740(a)(2)(ii)(H)	
  
and	
  correction	
  to	
  §60.5740(a)(2)(ii)(H)	
  in	
  http://www.arb.ca.gov/cc/powerplants/errormemos/9.3.15.111d.pdf	
  at	
  page	
  
13	
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Other	
  states	
  that	
  adopt	
  allowance	
  trading	
  under	
  the	
  CPP	
  are	
  likely	
  to	
  do	
  so	
  only	
  for	
  the	
  
electricity	
  sector	
  so	
  that	
  their	
  program	
  cap	
  is	
  equivalent	
  to	
  the	
  CPP	
  EGU	
  standards	
  for	
  the	
  
state.	
  	
  These	
  states	
  will	
  not	
  need	
  to	
  compare	
  total	
  EGU	
  emissions	
  to	
  their	
  EGU	
  standard	
  in	
  
order	
  to	
  demonstrate	
  ongoing	
  compliance	
  (and	
  thus	
  do	
  not	
  need	
  to	
  adjust	
  emissions	
  for	
  net	
  
imports/exports	
  of	
  allowances.)	
  Rather	
  these	
  states	
  must	
  simply	
  ensure	
  that	
  each	
  EGU	
  
retires	
  sufficient	
  allowances	
  to	
  cover	
  its	
  emissions.	
  3	
  	
  The	
  allowances	
  may	
  come	
  from	
  any	
  
EPA-‐approved	
  CPP	
  allowance	
  trading	
  state.	
  

	
  
A	
  Trading-‐Ready	
  CPP	
  plan	
  will	
  not	
  Reduce	
  Environmental	
  Integrity	
  
In	
  response	
  to	
  questions	
  at	
  the	
  workshop,	
  CARB	
  staff	
  cited	
  three	
  concerns	
  about	
  the	
  impact	
  that	
  
linkage	
  to	
  other	
  state	
  programs	
  would	
  have	
  on	
  the	
  environmental	
  integrity	
  of	
  California’s	
  GHG	
  
efforts	
  or	
  the	
  CPP	
  itself.	
  WPTF	
  believes	
  that	
  two	
  of	
  these	
  concerns	
  are	
  misplaced,	
  and	
  that	
  program	
  
design	
  changes	
  could	
  address	
  the	
  third.	
  
•

•

Allowance	
  Surplus/Overhead:	
  CARB’s	
  first	
  concern	
  is	
  based	
  on	
  the	
  view	
  that	
  California’s	
  
over-‐compliance	
  relative	
  to	
  EPA’s	
  CPP	
  emission	
  target	
  for	
  the	
  state	
  would	
  result	
  in	
  an	
  
allowance	
  surplus.	
  It	
  then	
  follows	
  that	
  linkage	
  of	
  California’s	
  program	
  to	
  other	
  state	
  CPP	
  cap	
  
and	
  trade	
  programs	
  would	
  enable	
  California’s	
  surplus	
  to	
  be	
  used	
  by	
  EGUs	
  in	
  other	
  states	
  so	
  
that	
  the	
  level	
  of	
  emission	
  reductions	
  achieved	
  by	
  other	
  states	
  would	
  be	
  lower	
  than	
  it	
  would	
  
it	
  be	
  if	
  California’s	
  program	
  were	
  not	
  linked.	
  	
  
	
  
WPTF	
  considers	
  this	
  concern	
  to	
  be	
  unwarranted.	
  CARB	
  would	
  issue	
  allowances	
  only	
  up	
  to	
  
the	
  level	
  of	
  the	
  cap	
  under	
  the	
  state	
  cap	
  and	
  trade	
  regulation.	
  Because	
  the	
  level	
  of	
  these	
  caps	
  
would	
  reflect	
  expected	
  electricity	
  sector	
  emission	
  levels	
  consistent	
  with	
  the	
  state’s	
  AB32	
  
targets	
  and	
  other	
  state	
  GHG	
  mandates,	
  then	
  should	
  not	
  be	
  any	
  allowance	
  surplus.	
  	
  	
  
	
  
Emissions	
  Leakage:	
  CARB’s	
  second	
  concern	
  relates	
  to	
  emissions	
  leakage.	
  Emissions	
  
leakage	
  in	
  a	
  general	
  sense	
  refers	
  to	
  the	
  situation	
  where	
  emission	
  reductions	
  in	
  one	
  place	
  are	
  
offset	
  by	
  emission	
  increases	
  elsewhere,	
  so	
  that	
  the	
  overall	
  level	
  of	
  emission	
  reductions	
  are	
  
lower	
  than	
  intended.	
  If	
  California	
  links	
  its	
  cap	
  and	
  trade	
  program	
  to	
  other	
  states’	
  programs,	
  
the	
  combined	
  caps	
  will	
  ensure	
  that	
  the	
  overall	
  level	
  of	
  emissions	
  reductions	
  occurs,	
  but	
  
trading	
  alters	
  where	
  the	
  reductions	
  occur	
  geographically.	
  Changes	
  in	
  the	
  relative	
  emissions	
  
levels	
  across	
  states	
  would	
  happen,	
  but	
  this	
  would	
  not	
  be	
  emissions	
  leakage	
  –	
  it	
  would	
  be	
  
emissions	
  trading.	
  	
  
	
  
Linkage	
  of	
  the	
  California	
  program	
  to	
  other	
  state	
  CPP	
  allowance	
  trading	
  programs	
  would	
  
actually	
  decrease	
  the	
  potential	
  for	
  emissions	
  leakage	
  in	
  the	
  electricity	
  sector.	
  If	
  all	
  Western	
  
states	
  adopted	
  CPP	
  linked	
  cap	
  and	
  trade	
  programs,	
  then	
  electricity	
  generators	
  throughout	
  
the	
  West	
  would	
  be	
  subject	
  to	
  a	
  common	
  carbon	
  price.	
  This	
  would	
  eliminate	
  the	
  incentives	
  
and	
  opportunities	
  for	
  emissions	
  leakage	
  between	
  California	
  and	
  out-‐of-‐state	
  generators.	
  	
  
Further,	
  the	
  CPP	
  itself	
  will	
  reduce	
  risks	
  of	
  emission	
  leakage,	
  as	
  all	
  states	
  are	
  required	
  to	
  
reduce	
  GHG	
  emissions	
  from	
  electricity	
  generation.	
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  http://www2.epa.gov/cleanpowerplan/clean-‐power-‐plan-‐existing-‐power-‐plants#CPP-‐final	
  	
  at	
  §60.5825
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Compliance	
  with	
  State	
  GHG	
  targets:	
  The	
  third,	
  and	
  thornier	
  CARB	
  concern	
  has	
  to	
  do	
  with	
  
the	
  possible	
  impact	
  of	
  linkage	
  on	
  California’s	
  efforts	
  to	
  achieve	
  the	
  Governor’s	
  40%	
  GHG	
  
emission	
  reduction	
  goal.	
  Linkage	
  of	
  California’s	
  cap	
  and	
  trade	
  program	
  to	
  other	
  state	
  
programs	
  would	
  impact	
  allowances	
  prices	
  and	
  the	
  direction	
  of	
  allowance	
  transfer.	
  The	
  
relative	
  prices	
  of	
  California	
  allowances	
  to	
  that	
  of	
  other	
  states	
  in	
  the	
  absence	
  of	
  trading	
  
(which	
  is	
  a	
  factor	
  of	
  the	
  marginal	
  cost	
  of	
  emission	
  reductions	
  in	
  each	
  state)	
  will	
  determine	
  
whether	
  California	
  capped	
  entities	
  are	
  net	
  buyers	
  or	
  sellers	
  of	
  allowances	
  to/from	
  other	
  
states.	
  If	
  California	
  allowance	
  prices	
  are	
  inherently	
  higher	
  than	
  those	
  of	
  other	
  CPP	
  states,	
  
then	
  California	
  entities	
  will	
  buy	
  allowances	
  and	
  in-‐state	
  emissions	
  would	
  increase,	
  making	
  it	
  
less	
  likely	
  that	
  the	
  state	
  will	
  achieve	
  the	
  40%	
  GHG	
  goal.	
  	
  
Modifications	
  to	
  the	
  design	
  of	
  the	
  cap	
  and	
  trade	
  program	
  or	
  other	
  GHG	
  programs	
  could	
  
mitigate	
  this	
  risk.	
  In	
  order	
  to	
  evaluate	
  whether	
  such	
  program	
  design	
  changes	
  are	
  
warranted,	
  it	
  would	
  first	
  be	
  necessary	
  to	
  assess	
  the	
  	
  sensitivity	
  of	
  emission	
  levels	
  in	
  capped	
  
sectors	
  to	
  changes	
  in	
  allowances	
  prices	
  that	
  may	
  occur	
  if	
  California’s	
  cap	
  and	
  trade	
  program	
  
is	
  linked	
  to	
  other	
  CPP	
  programs.	
  WPTF	
  has	
  provided	
  separate	
  comments	
  to	
  CARB	
  for	
  the	
  
Scoping	
  Plan	
  Development	
  that	
  recommends	
  that	
  these	
  questions	
  be	
  assessed	
  in	
  the	
  context	
  
of	
  the	
  Scoping	
  Plan	
  Economic	
  Analysis.	
  	
  
	
  

Finally,	
  WPTF	
  recognizes	
  that	
  SB1018	
  in	
  its	
  current	
  form	
  poses	
  a	
  real	
  barrier	
  to	
  linking	
  California’s	
  
program	
  to	
  other	
  CPP	
  programs.	
  WPTF	
  suggests	
  that	
  the	
  legislature’s	
  ongoing	
  consideration	
  of	
  
codification	
  of	
  the	
  40%	
  GHG	
  reduction	
  goal	
  in	
  state	
  law	
  provides	
  an	
  opportunity	
  for	
  revisiting	
  
SB1018.	
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Nicholas W. van Aelstyn
456 Montgomery Street, Suite 1800
San Francisco, CA 94104-1251
Direct:(415) 262-4008
Fax:(415) 262-4040
nvanaelstyn@bdlaw.com

October 19, 2015

Via Electronic Submission
California Air Resources Board
1001 I Street
Sacramento, CA 95812
Re:

Comments of Powerex Corp. on Potential Amendments to the Cap and
Trade Regulation and/or the Mandatory Reporting Regulation Concerning
the Reporting of Direct Deliveries and the RPS Adjustment

Dear Air Resources Board Staff:
I write on behalf of Powerex Corp. (“Powerex”) to provide recommendations to
California Air Resources Board (“ARB”) Staff for potential changes to the Cap-and-Trade
Program (the “Program”).
At its October 2, 2015 workshop, ARB Staff indicated that it is currently considering
proposing amendments to several components of the Program, including the Renewable Portfolio
Standard (“RPS”) Adjustment provided for by Cap and Trade Regulation (“CTR”) section
95852(b)(4). Powerex supports the continued inclusion of the RPS Adjustment in the Program,
at least through 2020. Since the RPS Adjustment was first incorporated into the Program in
2011, importers of RPS-eligible electricity such as Powerex have structured contracts to account
for the RPS Adjustment. Should ARB significantly modify or eliminate the RPS Adjustment,
Powerex and other market participants will have to renegotiate contracts that provide for the
import and sale of renewable electricity into California.
In Powerex’s experience, there are two differing interpretations within the industry of the
appropriate method for reporting direct deliveries of power in which the importer does not own
the RECs from a specific facility and is (1) the generating providing entity (“GPE”) or (2) has
what would otherwise be a contract from a specified source:
A. The Importer reports the imported electricity from the specified source as unspecified

power at the default rate (allowing the REC owner to claim the RPS Adjustment);
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B. The Importer reports the imported electricity as from the specified source at 0 T/MWh,

(precluding the REC owner from claiming the RPS Adjustment).
Both of the above methods avoid double counting for a zero emission RPS eligible
resource. However, current ARB regulation and guidance appears to support interpretation B as
the correct interpretation. Through its experience and observations as a market participant,
Powerex has observed certain ambiguities in the Program’s regulations that have complicated the
administration of the RPS Adjustment and have resulted in these conflicting interpretations of
the appropriate method of reporting direct deliveries of power.
Powerex believes that these ambiguities can be largely clarified with two minor
amendments to the Mandatory Reporting Regulation (the “MRR”). By clarifying regulatory and
market expectations with these small changes, ARB can help to resolve conflicts that have arisen
between market participants as a result of these ambiguities, and thereby help ARB’s
administration of the RPS Adjustment. Making small clarifying adjustments of this kind will
help to ensure regulatory certainty and avoid unnecessary major alterations in a key element of
the Program that would upset the existing landscape of electricity deliveries.
1. Existing ambiguity as to whether direct deliveries of low emissions factor
energy must be reported as specified power are easily resolved with two
minor amendments.
Several provisions of the MRR have caused confusion over whether direct deliverers of
imported electricity generated at a low emissions factor source must report that electricity as
specified. Specifically, MRR section 95102(a)(435) defines “specified source” as “a facility or
unit which is permitted to be claimed as the source of electricity delivered.” Further, MRR
section 95111(g)(3) provides that “Electricity importers may claim a specified source when the
electricity delivery meets any of the criteria for direct delivery of electricity defined in section
95102(a), and one of the following sets of conditions: (A) The electricity importer is a GPE; or
(B) The electricity importer has a written power contract for electricity generated by the facility
or unit.” Together, these provisions suggest that an importer of electricity that originates from a
low emissions factor source may claim that import as specified power but is not required to do
so. In this view, if one is permitted to claim the source as a specified source, then presumably it
also is permissible to not do so.
However, ARB has clarified that a direct deliverer of electricity originating from a low
emissions factor source must report the import as specified power when the generation source
qualifies for “specified source” status, noting that MRR section 95111(a)(4) provides that an
“electric power entity must report all direct delivery of electricity as from a specified source for
facilities or units in which they are a generation providing entity or have a written power contract
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to procure electricity.”1 ARB has explained that by requiring direct deliverers of electricity to
report deliveries as specified when those sources qualify as such, ARB is better able to
understand the actual greenhouse gas intensity of California’s overall electricity supply. The
accuracy of such information is critical to the determination of the State’s actual GHG emissions,
which is a core requirement of AB 32.
While both ARB’s position and its rationale for it are clear, the MRR unfortunately is
not, and this has caused some confusion within the wholesale electricity markets. Powerex
believes that the ambiguities described above can be easily resolved by making a few minor
amendments to the MRR.


Amend MRR section 95111(g)(3) as follows:
Electricity importers may must claim a specified source when the electricity
delivery meets any of the criteria for direct delivery of electricity defined in
section 95102(a) . . . .



Amend MRR section 95102(a)(435) as follows:
“Specified source of electricity” or “specified source” means a facility or unit
which is permitted to be claimed as the source of electricity delivered. . . .

Powerex believes that the above amendments will resolve any outstanding ambiguity with
respect to this issue, and will clarify which parties are able to claim the RPS Adjustment (if any)
associated with imports of electricity originating from specified sources.
2. Most transactions entered into on the basis of an erroneous understanding of
MRR sections 95111(g)(3) and 95102(a)(435) can be remedied by private
agreement.
As ARB is aware, before Staff had occasion earlier this year to clarify that direct
deliveries originating from sources that qualify for designation as “specified” must be reported as
specified power, several entities had entered into transactional arrangements wherein one entity
held the rights to the RECs associated with out-of-state renewable electricity, and another entity
imported that electricity into California. These transactions were often entered into with the
1

ARB also has noted that this has been its position from the outset. Included within its explanation of its decision to
adopt the RPS Adjustment in the 2010 Final Statement of Reasons (the “2010 FSOR”) is the following statement:
“When electricity generated by a zero GHG-emitting resource is directly delivered to California, and the electricity
importer (1) is a Generation Providing Entity (GPE) defined pursuant to MRR section 95102(a) or (2) has a written
power contract for electricity generated by the facility, the electricity importer must report the delivery as a
specified import and may claim zero GHG emissions for the imported electricity (see MRR sections 95111(a)(4) and
95111(g)(3)).” 2010 FSOR at 108 (emphasis added).
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expectation that the entity holding the RECs would be free to claim the RPS Adjustment, and the
importing entity would not hold the benefits associated with the renewable attributes associated
with that electricity.
In such transactions, when the importing entity later identified the electricity as specified
in order to comply with MRR section 95111(a)(4), the entity holding the RECs was barred from
claiming the RPS Adjustment as the contracting parties had intended.
These market problems can be resolved by additional private party agreements. For
example, Powerex ensured that its customers were kept whole for the RPS Adjustment credits
they had expected to be able to claim based on REC ownership and in turn received back
sufficient information such that Powerex could provide the required information under Section
95852(b)(3)(D) of the CTR.
Powerex’s proposed amendments to the MRR would remove any doubt within the
industry of the correct interpretation of the reporting requirements for direct deliveries to
California. Some market participants appear to be of the view that an Importer has discretion as
to how to report direct deliveries. Powerex’s proposed amendments to the MRR will remove this
confusion and provide clarity to the marketplace.
Thank you for your review and consideration of these comments. Powerex compliments
ARB for its excellent work to implement the mandate of AB32, and, in particular, its work on
market-based compliance mechanisms. If you have any questions on the above comments,
please contact me at 415-262-4008 or nvanaelstyn@bdlaw.com.
Sincerely,

Nicholas W. van Aelstyn
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Public Power Agency
P.O. Box 4060 • Modesto, California 95352 • (209) 526-7373

October 19, 2015
Rajinder Sahota
California Air Resources Board
1001 I Street
Sacramento, CA 95812

Re:

Comments 2016 Cap-and-Trade Amendments – RPS Adjustment

Dear Ms. Sahota:
On October 2, 2015, the California Air Resources Board (CARB) hosted a Kick-Off for
2016 Cap-and-Trade Program Amendments Workshop. While the workshop addressed many
important issues that will be the subject of the 2016 rulemaking process, the M-S-R Public
Power Agency (M-S-R) 1 submits these comments on the limited issue of potential amendments
that would impact the Renewable Portfolio Standard (RPS) Adjustment found in section
95852(b)(4) of the Cap-and-Trade Program regulation.
INTRODUCTION
The RPS Adjustment is an important part of the Cap-and-Trade Program, designed to
recognize the significant investments utilities have made in renewable resources, not all of which
are located in California. The RPS Adjustment serves an important function in both ensuring
that the value of out-of-states renewables are fully realized by the California electricity

1 Created in 1980, the M-S-R Public Power Agency is a public agency formed by the Modesto Irrigation District,
the City of Santa Clara, and the City of Redding. M-S-R is authorized to acquire, construct, maintain, and operate
facilities for the generation and transmission of electric power and to enter into contractual agreements for the
benefit of any of its members. Currently, M-S-R has contractual arrangements for over 625 megawatts of
California Energy Commission RPS-certified renewable energy.

Comment Overview

Navigate to Table of Contents

customers whose utilities made the investments and recognizing the overlapping policy
objectives of two important but separate programs aimed at meeting California’s climate change
goals. During the workshop, CARB staff indicated that it would be reviewing the RPS
Adjustment to determine whether it should be eliminated or remain part of the Cap-and-Trade
Program. Staff expressed concerns that the RPS Adjustment was not being utilized in the
manner it was intended, and that the potential for double counting could undermine the integrity
of the Cap-and-Trade Program. M-S-R shares CARB’s concerns about ensuring the integrity of
the Cap-and-Trade Program, but does not believe that eliminating the RPS Adjustment is
necessary to address those concerns. Indeed, eliminating the RPS Adjustment would result in
greater compliance costs for covered entities and provide an inaccurate picture of California’s
true emissions associated with imported electricity. M-S-R urges CARB to work with
stakeholders to address the agency’s unease and craft amendments to the current regulation that
will ensure the continued integrity of the program and still allow compliance entities to utilize
this important compliance tool.
RECOMMENDATIONS
CARB should schedule workshops and stakeholder meetings to engage in
meaningful dialogue on this important issue. The first and most important step in the process
to resolve this issue is a meaningful discussion between Staff and stakeholders. As Staff noted
during the October 2 Workshop, the nuances associated with tracking and reporting the RPS
Adjustment can be complicated. However, an open and candid discussion with CARB and
electricity stakeholders on the areas of concern and proposed solutions is the simplest and most
productive means to address this issue. M-S-R recommends that CARB schedule a workshop or
stakeholder meeting that is structured in a fashion that allows participants to share their views
and respond to others’ input in a roundtable fashion. In this way, stakeholders can discuss the
concerns and proposed solutions regarding use of the RPS Adjustment, and collectively work
towards a resolution.
To facilitate these discussions, CARB has already been presented with detailed
information regarding the significance of the RPS Adjustment and a range of possible
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alternatives that can be utilized to address Staff’s concerns in comments submitted by multiple
parties, including the Turlock Irrigation District; Pacific Gas and Electric Company, San Diego
Gas and Electric, and Southern California Edison; and Ibedrola Renewables. M-S-R urges
CARB to schedule a workshop as soon as practicable and to use these proposals as the basis for
workshop discussions.
Amendments to the Cap-and-Trade Program Regulation and the Mandatory
Reporting Regulation will address both CARB Staff and stakeholders concerns without the
need to eliminate the RPS Adjustment. CARB should amend, but not eliminate, the RPS
Adjustment. Rather than do away with this important cost-containment measure that helps to
protect California ratepayer’s long-term investments in renewable energy resources, the
regulatory language should be amended to provide for greater clarity. Misunderstandings
associated with utilization of the RPS Adjustment are the result of differing interpretations of
language found in the Cap-and-Trade Regulation and the Mandatory Reporting Regulation.
Modifications to the regulatory language in both regulations that ensure consistency and clarity
should go far to ameliorate the current issues regarding RPS Adjustment claims. The Cap-andTrade Program regulation should be amended to link RPS Adjustment claims to the entity with
title to the environmental attributes and should be consistent with the MRR requirements.
Ensuring that only the party who owns the environmental attributes associated with the import
electricity would be qualified to claim the RPS Adjustment would remove the potential risk of
double counting that claim. Making these changes will also make certain that the total emissions
attributed to compliance entities like EDUs with contracts for zero-emission renewable energy
are accurate. Under the current structure, even when entities like M-S-R settle their transactions
contractually, the final emissions factor attributed to the utility does not reflect the zero
emissions from the renewable resource, thus providing an inaccurate picture of their emissions
profile. 2

2 M-S-R notes that this inconsistency could result in misconceptions and confusion in the event that bills such as
the recent AB 1110 mandate the publication of emissions intensities without the corresponding explanations of the
source of those numbers.
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Stakeholders and CARB Staff should discuss means by which to improve
implementation of the RPS Adjustment. As was evidenced from oral comments during the
Workshop, there are differing interpretations of the regulatory language that must be addressed.
Compliance entities were not privy to directions provided to verifiers, and the result was
confusion and misinterpretations at the eleventh hour. As currently drafted, CARB is concerned
that there have been instances of double counting of renewable energy, which undermines the
integrity of the Cap-and-Trade Program by underreporting actual emissions. First deliverers are
concerned that the verifiers’ interpretation of the regulation is not consistent with the contractual
practices or their own reading of the regulatory language. Furthermore, the total GHG emissions
attributed to compliance entities with claims to the renewable attributes of electricity at issue that
were unable to claim the RPS Adjustment reflect a GHG intensity that is greater than the actual
emissions. Proposed revisions to the Cap-and-Trade Program regulation and the MRR consistent
with the discussion above, as well as continued dialogue between CARB and stakeholders should
be able to eliminate this problem.
CONCLUSION
The RPS Adjustment is supported by sound policy. It is an essential tool in managing
Cap-and-Trade Program compliance costs and helps to ensure that electricity customers are not
paying GHG compliance costs for renewable energy resources. As discussed herein, there are
workable and viable options for amending the regulatory language to address the concerns that
have been raised and which should be further explored through workshops. M-S-R urges CARB
to work with stakeholders on ways to improve the current regulatory language and
implementation of this key Cap-and-Trade Program provision, rather than eliminate it.

Respectfully submitted,

Martin Hopper
General Manager
M-S-R Public Power Agency
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L AW OFFICES OF SUSIE B ERLIN
1346 The Alameda, Suite 7, #141
San Jose, CA 95126
408-778-8478
berlin@susieberlinlaw.com

Submitted electronically
October 19, 2015
Rajinder Sahota
California Air Resources Board
1001 I Street
Sacramento, CA 95184
Re:

Comments of the Northern California Power Agency on the Kick-Off for 2016
Cap-and-Trade Program Amendments Workshop

Dear Ms. Sahota:
The Northern California Power Agency 1 (NCPA) appreciates the opportunity to submit
these comments to the California Air Resources Board (CARB) in this early, pre-rulemaking phase
of the proceeding, in order to help identify and define the scope of issues that will need to be
addressed in amendments to the Cap-and-Trade Program regulation. While some of the potential
amendments will only impact the 2018-2020 compliance period, amendments to the regulation that
extend the program beyond 2020 will also overlap, and to a certain degree need to be coordinated
with, both the Updated Scoping Plan target setting and CARB’s own development of the State Plan
to implement the US Environmental Protection Agency’s Clean Power Plan (CPP).
NCPA offers these comments in full acknowledgement that regulatory agencies and
compliance entities alike are faced with a number of uncertainties at this time regarding key issues
that will shape the final Cap-and-Trade Program amendments, given that the emission reductions
targets for each covered sector are unknown, as are the specific compliance obligations of covered
entities, and added that a final determination regarding the form of the State Plan for CPP
compliance has not been set. Each variable has a significant impact of what the final regulation will
look like, influencing everything from compliance costs to cost containment measures. The 2016
amendments are also likely to be impacted by the State’s ongoing work on the Scoping Plan, as
outlined during the recent 2030 Target Scoping Plan Workshop. 2
In these comments, NCPA focuses on key policy issues that must be addressed at the onset
of this process. Due to the fact the Cap-and-Trade Program is such an integral part of the State’s
climate reduction strategy, its implementation – both under the current regulations and post-2020 –
implicate myriad other climate reduction measures and programs. With the significance of
1 NCPA is a not-for-profit Joint Powers Agency, whose members include the cities of Alameda, Biggs, Gridley,

Healdsburg, Lodi, Lompoc, Palo Alto, Redding, Roseville, Santa Clara, and Ukiah, as well as the Bay Area Rapid Transit
District, Port of Oakland, and the Truckee Donner Public Utility District, and whose Associate Member is the PlumasSierra Rural Electric Cooperative. NCPA owns, operates, and maintains a fleet of power plants that is among the
cleanest in the nation, providing reliable and affordable electricity to more than 600,000 Californians.
2 NCPA’s comments on the October 1 Scoping Plan Workshop can be found at http://www.arb.ca.gov/lists/comattach/29-2030targetsp-ws-B2kBZAR1UGILUgVm.pdf.
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developing the State Plan for implementation of the CPP, implementing the aggressive new
emissions reduction measures articulated in Senate Bill (SB) 350 (Chapter 547, 2015), and the crucial
role that the electricity sector holds with regard to each of these programs, the stakes are very high
for NCPA and its members utilities, and NCPA looks forward to continuing dialogue with CARB,
other affected State agencies and stakeholders as this process unfolds.

Setting the Post-2020 Cap
The post-2020 Cap-and-Trade Program will be necessarily shaped by the emissions reductions that
will be included under the cap. While CARB presented information regarding a potential cap for
2030, it was also noted that the agency is evaluating options for setting the post-2020 cap, including
whether other covered entities may be brought into the program. 3 NCPA believes that the various
options being explored by Staff should be publicly discussed, and that the process for establishing
the post-2020 cap should be established before other post-2020 program elements and requirements
are finalized. In that regard, CARB will need to review the program elements and their impacts with
other complementary measures, and determine the extent to which certain policies might adjust
previous program assumptions. For example, several stakeholders urged CARB to look at the
impacts of electrification of the transportation sector on electric sector emissions, something CARB
did not anticipate would significantly impact utility costs by 2020. 4 Since that time, the Governor
marked reducing GHG emissions from the transportation sector as a cornerstone of the State’s
overall climate policy, electric vehicle penetration has increased exponentially, and the Legislature
found that “widespread transportation electrification” is required to achieve the State’s current and
future emission reduction targets 5; reducing emissions from all aspects of transportation through
increased electrification will continue to expand under both long-standing and new policies and
programs. These considerations must be factored into the overall cap, and addressed in the context
of determining the compliance obligations for the various sectors, and particularly, the impacts this
will have on the electric sector.
The final cap will impact such things as who will be a covered entity, what covered entities’
compliance costs may be, and what sectors will be part of the program, as well as the available cost
containment measures that may be employed 6.
The overall statewide cap will also have an impact on implementation of the Clean Power Plan. As
more fully addressed in CARB’s Clean Power Plan Compliance Discussion Paper (White Paper) and
NCPA’s separate comments on the CPP, certain aspects of the State Plan will need to be federally
enforceable, including certain emission standards within the State Plan that will apply specifically to
affected existing fossil-fueled electric generating units (EGUs). It is important to understand how
these measures will fit into, and be impacted by, the total emissions target the state sets for the Capand-Trade Program.
For all of these reasons, it is imperative that the total GHG emissions reduction target for the post2020 Cap-and-Trade Program be established at the onset of these deliberations. NCPA is
concerned that a single scheduled workshop for December may not allow CARB and stakeholders a
sufficient opportunity to fully address these important issues. Indeed, while cap setting and cost
3 October 2 Staff Presentation, Discussion Workshop for Cap-and-Trade Regulation 2016 Amendments, p. 10.
4 California’s Cap-and-Trade Program, Final Statement of Reasons (2011 FSOR), October 2011, p. 570.
5 SB 350, Public Utilities Code section 740.12.
6 October 2 Staff Presentation, Discussion Workshop for Cap-and-Trade Regulation 2016 Amendments, Cost
Containment and Market Data Publication, pp. 6-10.
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containment are inexorably linked, until a cap is set, it is not even possible to determine what types
of cost containment measures may be available. NCPA urges CARB to make setting the post-2020
cap for the Cap-and-Trade Program a high priority.

Allowance Allocation
Allowance allocation under the post-2020 Cap-and-Trade Program must also be addressed early in
the development of the 2016 amendments. The manner and extent to which covered entities will be
allocated allowances post-2020 is of vital importance to entities such as NCPA’s publicly owned
utility members. The allocation of allowances to electrical distribution utilities (EDUs) was a key
part of the successful implementation of the Cap-and-Trade Program and the extent to which the
state’s electrical distribution utilities were able to meet their compliance obligations while providing
direct benefits to their electricity customers and reducing GHG emissions.
Concluding in 2011 that California’s electricity customers are ultimately responsible for a significant
portion of the mandated reductions in the electricity sector, CARB allocated free allowances to
EDUs in advance of the first compliance period. 7 Electrical distribution utilities have to meet
compliance obligations under the Cap-and-Trade Program and simultaneously invest in programs
and measures to meet ambitious renewable energy and energy efficiency mandates. The value
derived from the allowances allocated to the EDUs directly benefits the state’s electricity ratepayers
by protecting them from what would otherwise be significant rate impacts. In adopting the Capand-Trade Program regulation, CARB stated that:
The electrical utility allocation is designed to protect electricity customers and reward these
customers for utility investment in renewable energy and energy efficiency. Any allowance
allocated to electrical distribution utilities must be used exclusively for the benefit of retail
ratepayers of each electrical distribution utility, consistent with the goals of AB 32, and may
not be used for the benefit of entities or persons other than ratepayers. 8
The reasons and basis for freely allocating allowances to the electrical distribution utilities is just as
true and relevant today as they were in 2011. Indeed, in the face of a tightening cap and increased
compliance costs, free allocation of allowances to electrical distribution utilities, the value of which is
used to directly benefit electric customers, is even more important today than it was in 2011. To date,
the EDUs that received free allowances have used the value of those allowances to invest in GHG
reducing measures and compliance cost mitigation that directly benefits their electric customers.
These investments provide not only near term benefits in reduced electric bills, but also form the
basis for long term reduction strategies that will be even more important as the cap tightens.
The allocation methodology ultimately adopted by CARB was subject to months of stakeholder
discussions and meetings, and multiple rounds of comments. It was non-updating and based on
cost burden, energy efficiency, and early action—as defined by investment in renewables during the
period 2007-2011. In the end, CARB concluded that the adopted approach
“fairly apportions value to the electric distribution utilities in a way that compensates retail
customers for their cost, providing transition assistance, while maintaining a strong incentive
for distribution utilities to make investments toward lowering their emissions profile. We

7 Cap-and-Trade Program Regulation, Section 95892(a), Table 9-3.
8 2011 FSOR, p. 215.
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believe that this approach is replicable for the beyond 2020 horizon and at the regional or
national level. 9
Since 2011, the GHG reduction demands on the electric sector have increased. Since the first
allowance allocation was made, the State has continued to enact greater emissions reductions
measures, many of which are aimed at reducing petroleum usage in transportation fuels.
Recognizing the potential impacts on the electricity sector of transportation electrification, 10 the
Legislature directed CARB to identify and adopt policies rules or regulations that would remove
barriers to electrification, including “an allocation of greenhouse gas emissions allowances to retail
sellers and local publicly owned electric utilities, or other regulatory mechanisms, to account for
increased greenhouse gas emissions in the electric sector from transportation electrification.” 11 The
significance of this direction, as well as the overall implications of transportation electrification must
also be factored into CARB’s final allowance allocation analysis.
From the schedule proposed during the October 2 Workshop, it appears that CARB has just one
workshop on allocation schedule, and not until February of next year. Given the importance of this
issue, NCPA urges CARB to initiate the stakeholder process right away to determine the appropriate
number of allowances to allocate to covered entities in the electric sector.

Cost Containment
NCPA has long advocated for inclusion of robust and meaningful cost containment provisions in
the Cap-and-Trade Program regulation. NCPA appreciates that the current regulations provides for
some protections in the Allowance Price Containment Reserve (APCR), but believes that the current
cost-containment reserve will be insufficient to control compliance costs in a post-2020 program
given the degree to which the total cap is expected to be ratcheted down. NCPA applauds CARB’s
recognition of the importance of the cost containment provisions and commitment to review the
various options at this time. The final cost containment tool that is ultimately employed will be
impacted by both the ongoing and necessary economic analysis and the final post-2020 cap. Given
the importance of the cost containment mechanisms and the extent to which these outstanding
variables impact that discussion, it is unlikely that one workshop will allow CARB and stakeholders
to adequately address this issue. During the October 2 Workshop, Staff reviewed three different
cost containment proposals: the Emissions Market Advisory Committee (EMAC) recommendation
for an APCR that is coupled with a price ceiling, and potentially borrowing allowances from post2020 if necessary; the Market Simulation Group (MSG) recommendation for the APCR mechanism;
and the Nicholas Institute 2010 Proposal for a “double cap,” and asked for stakeholder input on the
design, size, and price(s) to be incorporated into any cost containment mechanism. (Slide 10) As
noted above, NCPA supports a cost containment tool that is more robust than the current APCR,
and recommends that CARB look into modifying the cost containment mechanisms or enhancing
the APCR to include a price ceiling. While the initial proposal for a double-cap may have merit in
incentivizing technological advances, it is highly contingent upon variables based on known and
unknown technologies. The setting of an “aspirational cap” based on technological expectations
creates a great deal of vagueness in a measure that is ideally designed to steady the market in the
9 2011 FOSR, p. 573-575.
10 Senate Bill 350 adds Section 237.5 to the Public Utilities Code, which provides that: “’Transportation electrification’
means the use of electricity from external sources of electrical power, including the electrical grid, for all or part of
vehicles, vessels, trains, boats, or other equipment that are mobile sources of air pollution and greenhouse gases and the
related programs and charging and propulsion infrastructure investments to enable and encourage this use of electricity.”
11 Senate Bill 350; Health and Safety Code Section 44258.5(b).
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event of uncertainty. In order for CARB to make informed decision about the caps under such a
program design, CARB will need to conduct assessments and determine the scope of various
scenarios that would need to be modeled. These scenarios assessments and modeling work may be
done in conjunction with the Scoping Plan Update and setting the 2030 targets, but must be
conducted expeditiously in order to provide meaningful insights into this methodology as a viable
cost containment option.
Whatever form the final cost containment measure – or measures – adopted by CARB take, they
must ensure long term protections for compliance entities, and they must not buttress short term
concerns at the expense of long term cost containment protections.

RPS Adjustment
CARB should not eliminate the RPS Adjustment. During the October 2 Workshop, in response to
stakeholder comments regarding the RPS Adjustment, CARB Staff indicated that the agency will be
reviewing the RPS Adjustment to determine whether it should be retained as part of the Cap-andTrade Program. The RPS Adjustment is an important cost-containment measures and a necessary
tool to ensure that California’s electricity ratepayers are not penalized for investments in renewable
energy resources located outside of the state. The RPS Adjustment was intended to reduce the
compliance obligation of first deliverers under the specific conditions set forth in section
95852(b)(4) of the regulation, essentially giving first deliverers credit against their compliance
obligation for RPS electricity procured.
Staff has expressed concerns regarding the use of the RPS Adjustment, and has suggested that this
“voluntary” option may need to be removed from the regulation. Whether voluntary or not, for
those first deliverers with investments in renewable energy, the RPS Adjustment is an essential tool
in managing Cap-and-Trade Program compliance costs, and protects electricity customers from
paying GHG compliance costs for energy associated with zero-emission, renewable energy
resources. As such, NCPA strongly urges CARB to work with stakeholders in a technical workshop
to address Staff’s concerns with the manner in which the RPS Adjustment is being utilized, and
make certain that covered entities and verifiers are all aware of the same interpretations and
expectations regarding its implementation. Amendments to the Cap-and-Trade Program Regulation
and the Mandatory Reporting Regulation (MRR) can be crafted that address the apparent
shortcomings and confusion associated with the current regulatory language. Amendments to the
MRR would also ensure that the accuracy of the annual GHG emissions attributed to compliance
entities. This is particularly important to electric utilities that are subject to a number of reporting
and public disclosure requirements regarding their resource portfolios and carbon footprint, which
reflect higher than warranted emissions when the full value of the emission free renewable resources
are not properly attributed to the affected utilities.
Because workable and viable solutions are available, NCPA does not believe that administrative
difficulties should serve as a basis for abandoning this important tool. NCPA looks forward to
working with Staff and affected stakeholders to craft appropriate amendments to the Cap-and-Trade
Program regulation and the MRR that allows for the continued utilization of this essential tool in a
manner that protects the affected first deliverers (and ultimately, California’s electricity customers),
maintains the environmental integrity of the Cap-and-Trade Program, and provides an accurate
accounting of the GHG emissions of covered entities.
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Economic Analysis
Although the Cap-and-Trade Program has been subject to economic analyses in the past, those
analyses must be updated to reflect current market conditions, the extended length of the Cap-andTrade Program, and implementation of the CPP. CARB is currently planning for economic analysis
as part of its work on the 2030 Target Scoping Plan. However, since CARB anticipates completing
the initial draft of the State Plan for CPP compliance and the 2016 Cap-and-Trade Program
amendments on a faster schedule that the Scoping Plan update, NCPA urges CARB to accelerate the
economic analysis so that the results can be meaningfully incorporated into CARB’s development of
the 2016 Cap-and-Trade Program amendments and inform the deliberations regarding the State Plan
for implementation of the CPP.

Electricity Imports
While AB 32 mandates the tracking of imported electricity, implementation of the CPP, linkage with
other jurisdictions, and collateral arrangements with neighboring jurisdictions may result in the need
to alter the existing tracking and reporting metrics for imported electricity. In the state’s zeal for
ensuring that electricity sector GHG emissions are acknowledged and subject to compliance
obligation, it is important to ensure that the program does not result in a “double counting” the
compliance obligation of California’s electricity sector. CARB must look beyond just AB 32 and the
Cap-and-Trade Program itself to ensure that any amendments contemplate and consider the impacts
of CPP implementation – both in California and in neighboring states – on how imported electricity
is counted and regulated. Further consideration must also be given to the potential impacts that an
expanded ISO and the emerging energy imbalance market (EIM) may have on covered entities,
including tracking and reporting imported electricity.

Streamlining Current Regulation

NCPA fully supports Staff’s efforts to streamline the existing regulation to capitalize on reporting
efficiencies wherever possible. In particular, consolidating various regulatory provisions that address
the same requirements would be very useful, as would coordinating and combining notice deadlines.
NCPA also supports CARB’s further review of the auction participation requirements to ensure that
needless steps and excess time lags are removed wherever possible.
NCPA also urges CARB to closely review its current requirements, including the kinds and amount
of information that it collects, to ensure that all of the data is reasonably necessary for the agency to
carry out its market monitoring role.

Publication of Market Data
During the October 2 Workshop, it was noted that Staff is currently evaluating its disclosure and
publication of market data. The Cap-and-Trade Program regulation authorizes the publication of a
great deal of market data, but does not always specify the manner in which that information is to be
shared with the public. NCPA continues to urge CARB to review its publication policies in concert
with protecting not only the market, but also market participants. This is especially true of covered
entities that must participate in the CARB auctions, and must demonstrate the surrender of
compliance instruments annually. To the extent that CARB publishes data regarding transfer prices
and the quantity of compliance instruments, that information should remain aggregated and should
never be submitted in form that would allow someone to discern the market position of covered
entities.
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Clean Power Plan
Development of the State Plan for compliance with the CPP will impact the Cap-and-Trade
Program and must be factored into discussions regarding the 2016 amendments. Because the
electricity sector is such a significant part of the Cap-and-Trade Program, this will be true regardless
of whether the state pursue as “state measures” plan or other option. As such, and stakeholders
discussions and development of the State Plan must be coordinated with the Cap-and-Trade
Program amendments. NCPA addresses this portion of the Workshop and Staff’s White Paper in
separate comments.

Need for Electricity Sector Workshops
Although not delineated in Staff’s October 2 presentation of potential 2016 amendments, several
issues that directly impact the electricity sector were raised during the workshop, which Staff
subsequently acknowledged would need to be addressed in separate workshops, some of which
would need to be coordinated with CPP implementation. NCPA appreciates Staff’s willingness to
have deeper and fully stakeholder discussions on these matters, and encourages CARB to schedule a
sufficient number of workshops to enable a full and thorough vetting of the issues, including
looking beyond 2020 and the initial implementation of the CPP to determine the best way to address
potential “overlapping issues” between the State Plan for CPP implementation and the Cap-andTrade Program. Those discussions will necessarily implicate GHG emission reduction measures
other than the Cap-and-Trade Program, such as the RPS program. Electricity sector workshops will
also need to address such matters as the allocation of allowances to EDUs post-2020 and
amendments to the RPS Adjustment to ensure its full efficacy and continued viability.

Conclusion
NCPA appreciates the opportunity to provide these comments to CARB on the issues that will need
to be addressed in the 2016 Cap-and-Trade Program amendments, and looks forward to working
with CARB Staff and stakeholders on these important matters. If you have any questions regarding
these comments, please do not hesitate to contact the undersigned or Scott Tomashefsky at 916781-4291 or scott.tomashefsky@ncpa.com.
Respectfully submitted,

C. Susie Berlin, Esq.
LAW OFFICES OF SUSIE BERLIN
1346 The Alameda, Suite 7, #141
San Jose, CA 95126
Phone: 408-778-8478
E-mail: berlin@susieberlinlaw.com
Attorneys for the:
Northern California Power Agency
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October 19, 2015
Ms. Rajinder Sahota
Branch Chief, Cap-and-Trade Program
California Air Resources Board
1001 I Street
Sacramento, CA 95814
RE: Potential 2016 Amendments to Cap-and-Trade Regulation
Dear Ms. Sahota:
On behalf of the members of the California Council for Environmental and Economic
Balance (CCEEB), we want to thank the California Air Resources Board (ARB) for this
opportunity to comment on the proposed regulation for potential amendments to the Capand-Trade Program. CCEEB is a non-profit, non-partisan association of business, labor,
and public leaders, which advances balanced policies for a strong economy and a healthy
environment.
In 2010, CCEEB provided detailed suggestions to streamline implementation of the
proposed Cap-and-Trade regulations. CCEEB’s 10 key recommendations were:
1. Revise the cap reduction slope to allow for smoother transition
2. Remove unnecessary constraints on the market that increase the cost of
compliance; increase holding limits and offset limits
3. Establish a program to monitor the health of California’s economy and market.
4. Establish a trade exposure test
5. Establish a process to refill the Allowance Reserve
6. Establish a workplan to ensure that the tools, guidance, training, market tests, and
infrastructure that are necessary to comply with the regulation are in place before
requiring entities to comply with the requirements
7. Adopt offset protocols as rapidly as possible
8. Revise enforcement penalties, align with federal reporting requirements, and
establish a dispute resolution process
9. Expedite linking to other GHG markets
10. Clearly state intent of the ARB to seek equivalency to the Environmental
Protection Agency’s (EPA) emerging GHG programs, or other alternatives to
ensure California’s businesses are not subject to duplicative GHG regulations
With the exception of item six, CCEEB believes our 2010 list is still valid and requires
action. While we appreciate that some of these suggestions are being considered in the
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proposed amendments, we propose that ARB consider a broader scope of amendments.
This would include the type of modifications CCEEB and other stakeholders have
proposed. Given that we are entering a particularly complex and fast-moving period of
regulatory and policy development, including Cap-and-Trade, the Scoping Plan and the
SLCP Strategy, CCEEB also believes it is as critical as ever that ARB provide a process
that allows for full input from stakeholders. We are concerned that the current fastmoving, one-year schedule for the adoption of these potentially economically impactful
regulations does not allow for meaningful dialogue between ARB and stakeholders At
the very least, we ask that ARB distribute materials prior to workshops and other
meetings as early as possible, and preferably not on the day of meetings.
On the Cap-and-Trade Program, CCEEB generally supports amendments that would:
 Extend the Cap-and-Trade Program
 Improve Program efficiency
o Streamline regulation requirements and implementation
o Remove unnecessary requirements
 Reflect the latest data and information
o Global warming potential
o Experience from other emissions trading programs
 Maintain environmental and market integrity
 Monitor economic changes, cost effectiveness and potential for impacts on a
frequent basis
CCEEB supports potential amendments for the third compliance period that would:
 Improve cost-containment and market oversight provisions
 Provide additional safeguards against exceedingly high allowance prices
 Streamline the offsets program
 Streamline auctions and consider increasing auction frequency
 Streamline information management and submittal
 Incorporate sector-based offset credits into the Program
 Incorporate results of leakage studies for third compliance period allowance
allocation to the extent that they are representative of the industry sectors
evaluated
 Encourage and streamline linkage with other jurisdictions
CCEEB supports potential amendments for the post-2020 program that would:
 Use the cap-and-trade program as the primary means to help move the state
toward long-term targets that are set after a thorough review in the Scoping Plan,
including an economic analysis.
 Develop more innovative cost-containment and market oversight provisions
 Integrate the cap-and-trade program with U.S. EPA Clean Power Plan if ARB can
address concerns with federal enforcement, without increasing complexity,
reducing flexibility or resulting in a less liquid market.
 Provide an fair and equitable approach to allowance allocations
o Continue linkage with other jurisdictions
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o Actively pursue indirect and direct linkage with other jurisdictions such as
RGGI and the EU-ETS
Double Cap
CCEEB also wishes to provide some initial comment on a proposed “double cap”
structure. We understand that under this proposal, ARB would set one pollution cap as a
limit achievable through known technology and also set a lower, or more stringent, cap as
a limit achievable with an “expected level of technology,” according to ARB staff. The
more stringent cap would be used to allocate allowances to regulated entities under the
program. Allowances equaling the level of emissions calculated as being between the
lower and higher caps would be set-aside in a reserve, according to this methodology.
Although we will await further details from ARB, CCEEB has concerns about the
concept of a double cap introducing subjective estimates on type and amount of
technology advancement. We believe the double cap could create significant
unnecessary costs, heighten regulatory uncertainty and compliance risk, and would
introduce new complexities to the Program. CCEEB strongly urges ARB to consider
other approaches that would support technology such as offset development and
expanded GGRF funding for pre-commercial R&D.
Conclusion
CCEEB would like to thank ARB for considering our comments on the proposed
amendments to the cap-and-trade regulation. CCEEB represents a broad cross-section of
the covered entities in California. As such, CCEEB is in a position to represent diverse
industry sectors and would like to assist ARB in developing these ideas further. CCEEB
looks forward to playing an integral role in the future development and operability of
California’s Cap-and-Trade Program. Please contact me or Jackson R. Gualco, Kendra
Daijogo or Mikhael Skvarla, CCEEB’s governmental relations representatives at The
Gualco Group, Inc. at (916) 441-1392.
Thank you for considering our comments.
Sincerely,

GERALD D. SECUNDY
President
cc:

Mr. Bill Quinn
Ms. Janet Whittick
The Gualco Group, Inc.
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Center on Race, Poverty & the Environment
1999 Harrison Street, Suite 650, Oakland, CA 94612 tel 415-346-4179 fax 415-346-8723
1012 Jefferson Street, Delano, CA 93215 tel 661- 720-9140 fax 661- 720-9483
www.crpe-ej.org

October 19, 2015

Via Electronic Filing on ARB Website
Rajinder Sahota, Branch Chief
Cap and Trade Program
California Air Resources Board
1001 I Street
Sacramento, CA 95814
Re:

Scope and Schedule for Potential 2016 Amendments to the Cap-and-Trade
Regulation

Dear Ms. Sahota:
The Center on Race, Poverty & the Environment (CRPE) submits these comments on the
State Board’s Recent Proposed Scope and Schedule for Potential 2016 Cap and Trade
Amendments (hereafter “Potential Amendments”) on behalf of CRPE, the Center for Community
Action and Environmental Justice, Communities for a Better Environment, Physicians for Social
Responsibility – Los Angeles, and PODER (collectively “Environmental Justice Organizations”).
We are community groups and organizations that work directly with low-income residents and
residents of color who are disproportionately impacted by industrial pollution, toxic air
emissions, and climate change. We do not support Cap and Trade or any other market
mechanism that places undue burdens on low income communities and communities of color.
Climate change solutions must protect all Californians, starting with those already overburdened
by emissions.
On October 2, 2015, State Board staff facilitated a public workshop and unveiled the
Potential Amendments which would continue the Cap and Trade program after December 31,
2020 and would achieve additional reductions to meet the Governor’s 40% reduction target by
2030. See Executive Order B-30-15; Discussion Workshop for Cap-and-Trade Regulation 2016
Amendments, California Air Resources Board, October 2, 2015, available at
http://www.arb.ca.gov/cc/capandtrade/meetings/100215/ct_2016_amendments_kickoff.pdf.
The State Board’s authority to implement the Cap and Trade program expires on
December 31, 2020 and the Board has no authority to adopt regulations to extend the program
beyond that date. See Health & Safety Code §§ 38562(c), 38570. During the 2015 legislative
Providing Legal & Technical Assistance to the Grassroots Movement for Environmental Justice
Ralph Santiago Abascal (1934-1997) Director 1990-1997

Luke W. Cole (1962-2009) Executive Director 1997-2009
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session the version of Assembly Bill 1288 (Atkins) containing an extension of the State Board’s
authority to implement Cap and Trade beyond December 31, 2020 did not become law.
Accordingly, the State Board lacks the authority to adopt the Potential Amendments.
Cap and trade ignores the reality that location matters. Cap and trade allows major
polluters to pay their way out of making real, on-site reductions at the expense of low-income
communities, communities of color, and indigenous communities. Reductions of greenhouse
gases on-site reduce co-pollutants, such as fine particulate matter (PM2.5) and air toxics, emitted
into the surrounding community – a benefit that is forgone when that facility buys allowances or
offsets. This scheme disproportionately harms communities of color and low income
communities. Over two-thirds of California’s low-income African Americans and about 60% of
low-income Latinos and Asian/Pacific Islanders live within six miles of a Cap and Trade
facility.1
Rather than perpetuate the inequitable Cap and Trade program, Environmental Justice
Advocates urge the State Board to not proceed with the Potential Amendments. Thank you for
your time and courtesy.
Sincerely,

Brent Newell
Legal Director
Center on Race, Poverty & the Environment
Penny Newman
Executive Director
Center for Community Action and Environmental Justice
Byron Gudiel
Executive Director
Communities for a Better Environment
Martha Dina Arguello
Executive Director
Physicians for Social Responsibility-LA
Antonio Diaz
Executive Director
PODER

1

Manuel Pastor, et. al, Minding the Climate Gap (2010), 9, Figure 2 available at
http://dornsife.usc.edu/pere/documents/mindingthegap.pdf.
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October 19, 2015
Rajinder Sahota
Chief, Climate Change Program Planning & Management Branch
California Air Resources Board
1001 I Street
Sacramento, CA 95812
Re: Utility Comments on October 2 Air Resources Board Workshop to Discuss Proposed 2016
Amendments to the Cap-and-Trade Program
Dear Ms. Sahota:
Pacific Gas and Electric Company, San Diego Gas and Electric, and Southern California Edison
(the Utilities) welcome the opportunity to provide input on the Air Resources Board (ARB) October
2 workshop to discuss proposed 2016 amendments to the Cap-and-Trade Regulation (workshop).
These comments focus on the Utilities recommended revisions to the Renewable Portfolio Standard
(RPS) adjustment sections of the Cap-and-Trade Program and Mandatory Reporting Regulation
(MRR).
I. Summary of Recommendations
The Utilities strongly support ARB’s Cap-and-Trade Regulation and the state’s greenhouse gas
(GHG) reduction programs. As articulated by ARB staff during the workshop there were a number
of cases in which two entities claimed the renewable attributes from the same generation source in
their 2014 emissions reports. The Utilities believe this stems from how entities interpreted the RPS
adjustment provisions and thus offer specific revisions designed to address this issue in Sections II
and III below. The Utilities input is based on the following key principles:


Any Changes Must Prevent Double-Counting and Improve Implementation: The
Utilities firmly believe that maintaining the environmental integrity of the Cap-and-Trade,
MRR, and other GHG reduction programs are paramount to their success. Thus, we fully
agree with ARB staff that only one entity should claim the GHG benefit of renewable
energy. Additionally, given the administrative demands of Cap-and-Trade and MRR
implementation for both ARB and covered entities, the changes must streamline entity
compliance and ARB administration. As articulated in the recent workshop, ARB staff is
understandably concerned about the number of cases of double counting seen in the 2014
reporting year.



Align REC Ownership with Environmental Attributes of Electricity: Renewable Energy
Credits (REC) were developed with the explicit purpose of ensuring ownership and accurate
accounting of the renewable attributes of power. Moreover, under REC accounting, if the
physical electricity and the associated RECs are sold separately, the electricity is no longer
considered ‘renewable’ or ‘green.’ According to the United States Environmental Protection
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Agency (US EPA), “If the physical electricity and the associated RECs are sold to separate
buyers, the electricity is no longer considered ‘renewable’ or ‘green.’ The REC product is
what conveys the attributes and benefits of the renewable electricity, not the electricity
itself.”1 Thus, aligning the regulations with REC ownership will prevent double counting.


Streamline ARB Administration and Entity Compliance: REC accounting has been
standardized in the Western Electricity Coordinating Council (WECC) region by the
Western Renewable Energy Generation Information System (WREGIS). ARB’s
administration of the RPS adjustment and specified source imports in the Cap-and-Trade
and MRR programs, and compliance by reporting entities, could be simplified and
streamlined by simply tracking volumes and ownership of RECs through the fully functional
WREGIS REC accounting system.



Ensure Utility Customers Receive the Value of Investments in Renewable Energy:
Doing so will ensure California ratepayers are not forced to fund the procurement of
millions of dollars’ worth of incremental Cap-and-Trade allowances, despite their prior
investments in renewable generation. The RPS adjustment is essential to provide California
utility customers the GHG benefit of the renewable procurement in which they have
invested.

Accordingly, the Utilities offer the following recommendations, discussed in detail in Sections II
through III.
II. Proposed Changes to the Cap-and-Trade Regulation
The Utilities propose revisions to sections 95852(b)(3) and (b)(4) of the Cap-and-Trade regulation
to ensure that the GHG benefits of renewable procurement are provided to those who purchased the
environmental attribute of such generation. The Cap-and-Trade Regulation must clarify that only
entities with ownership or permission to use the RECs can claim imports as originating from a
specified source.
The Utilities’ revision to section 95852(b)(3) clarifies that an entity must meet all existing criteria
for delivered electricity from a specified source, including REC serial numbers, to report the
electricity as specified power. If the entity cannot meet existing criteria, it must report the
electricity as unspecified power. Only the entity that owns or has permission to use the REC can
claim the carbon benefit under the Cap-and-Trade Program. Similarly, the Utilities propose
revising section 95852(b)(4) to clarify that an RPS adjustment cannot be claimed for electricity that
meets the criteria of section 95852(b)(3). Together, these revisions will ensure the environmental
integrity of the Cap-and-Trade program is maintained and protect the GHG benefits of significant
investments made on behalf of California’s ratepayers.
Section 95852(b)(3): The following criteria must be met for electricity importers to claim a
compliance obligation for delivered electricity based on a specified source emission factor
1

http://www3.epa.gov/greenpower/gpmarket/rec.htm
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Ms. Rajinder Sahota
October 19, 2015
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or asset controlling supplier emission factor. If any of the following criteria are not met,
then delivered electricity must be reported as an unspecified source pursuant to section
95852(b)(1)(C).
(A)
Electricity deliveries Delivered electricity must be reported to ARB and
emissions must be calculated pursuant to MRR section 95111.
(B)
The electricity importer must be the facility operator or have right of
ownership or a written power contract, as defined in MRR section
95102(a), to the amount of electricity claimed and generated by the
facility or unit claimed;
(C)
The electricity must be directly delivered, as defined in MRR section
95102(a), to the California grid; and
(D)
If RECs were created for the electricity generated and reported pursuant to
MRR, then the REC serial numbers must be reported and verified pursuant to
MRR and the electricity importer must report and verify its exclusive rights to
the RECs (i) as the facility operator with retained rights to the RECs or (ii)
by having the right of ownership or a written power contract, as defined in
MRR section 95102(a).
(4)

RPS adjustment. Electricity procured from or generated by an eligible renewable
energy resource reported pursuant to MRR must meet the following conditions to
be included in the calculation of the RPS adjustment:
(A)
The electricity importer must have:
1.

(B)

(C)

(D)

Ownership of, or contract rights to procure, the electricity and the
associated RECs generated by the eligible renewable energy resource;
or
2.
A contract with an entity subject to the California RPS that has
ownership of, or contract rights to, the electricity and associated
RECs generated by the eligible renewable energy resource, as
verified pursuant to MRR.
The RECs associated with the electricity claimed for the RPS adjustment
must be placed in the retirement subaccount of the entity subject to the
California RPS, and party to the contract in 95852(b)(4)(A), in the
accounting system established by the CEC pursuant to PUC 399.25, and
designated as retired for the purpose of compliance with the California
RPS program within 45 days of the reporting deadline specified in section
95111(g) of MRR for the year for which the RPS adjustment is claimed.
The quantity of emissions included in the RPS adjustment is calculated as the
product of the default emission factor for unspecified sources, pursuant to
MRR, and the reported electricity generated (MWh) that meets the
requirements of this section, 95852(b)(4).
No RPS adjustment may be claimed for electricity generated by
an eligible renewable energy resource when its electricity meets
all the criteria of section 95852(b)(3) and is claimed as a
specified source by an electricity importer is directly delivered.
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III. Proposed Regulatory Changes to Mandatory Reporting Regulation
The Utilities propose revisions to sections 95111(a)(4) and (g) of the Mandatory Reporting
Regulation. Specifically, the revisions to section 95111(a)(4) and 95111(g)(3) ensure the
requirements for a specified source claim are consistent with the Cap-and-Trade regulation.
Revisions to section 95111 (g) remove the interim 45 days deadline to certify RPS adjustment
claims and allows the third party verifier to validate the RPS adjustment through the verification
period.
Finally, the Utilities propose moving section 95111 (g)(1)(M) to its own section 95111(g)(2) to
reflect the fact that this section is not part of the February 1 registration report. The requirements in
section 95111(g)(1)(M) are related to the June emission report, not the February registration report
and so should be separately addressed.
Section 95111 (a)(4): Imported Electricity from Specified Facilities or Units. The electric
power entity must report all direct delivery of electricity as from a specified source for
facilities or units in which they are a generation providing entity (GPE) or have a written
power contract to procure electricity, and meet all of the requirements of section 95852(b)(3)
of the cap-and-trade regulation for specified source claims. When reporting imported
electricity from specified facilities or units, the electric power entity must disaggregate
electricity deliveries and associated GHG emissions by facility or unit and by first point of
receipt, as applicable. The reporting entity must also report total GHG emissions and MWh
from specified sources and the sum of emissions from specified sources explicitly listed as
not covered pursuant to section 95852.2 of the cap-and-trade regulation. The sale or resale of
specified source electricity is permitted among entities on the e-tag market path insofar as
each sale or resale is for specified source electricity in which sellers have purchased and sold
specified source electricity, such that each seller warrants the sale of specified source
electricity and, if applicable, RECs associated with the electricity if sourced from an eligible
renewable energy resource from the source through the market path.
(A) Claims of specified sources of imported electricity, defined pursuant to section
95102(a), are calculated pursuant to section 95111(b), must meet the requirements
in section 95111(g) and in section 95852(b)(3) of the cap-and-trade regulation, and
must include the following information…
……………………………………………………………………………………….
(g) Requirements for Claims of Specified Sources of Electricity, and for Eligible Renewable
Energy Resources in the RPS Adjustment.
Each reporting entity claiming specified facilities or units for imported or exported electricity
must register its anticipated specified sources with ARB pursuant to subsection 95111(g)(1)
and by February 1 following each data year to obtain associated emission factors calculated
by ARB for use in the emissions data report required to be submitted by June 1 of the same
year. If an operator fails to register a specified source by the June 1 reporting deadline
specified in section 95103(e), the operator must use the emission factor provided by ARB for
a specified facility or unit in the emissions data report required to be submitted by June 1 of
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the same year. Each reporting entity claiming specified facilities or units for imported or
exported electricity must also meet requirements pursuant to subsection 95111(g)(2)-(5) in
the emissions data report. Each reporting entity claiming an RPS adjustment, as defined in
section 95111(b)(5), pursuant to section 95852(b)(4) of the cap-and-trade regulation must
include registration information for the eligible renewable energy resources pursuant to
subsection 95111(g)(1) in the emissions data report. Prior registration and subsection
95111(g)(2)-(5) do not apply to RPS adjustments. Registration information and the amount
of electricity claimed in the RPS adjustment must be fully reconciled and corrections must be
certified within 45 days following the emissions data report due date by the third party
verifier prior to the reporting deadline.
………………………………………………………………
(M)(2) Requirements for Claims from Eligible Renewable Energy Resources. Provide the
primary facility name, total number of Renewable Energy Credits (RECs), the vintage year and
month, and serial numbers of the RECs as specified below:
1A. RECs associated with electricity procured from or generated by an eligible
renewable energy resource and reported as an RPS adjustment as well as whether
the RECs have been placed in a retirement subaccount and designated as retired
for the purpose of compliance with the California RPS program.
2B. RECs associated with electricity procured from or generated by an eligible
renewable energy resource and reported as an RPS adjustment in a previous
emissions data report year that were subsequently withdrawn from the retirement
subaccount, or modified the associated emissions data report year the RPS
adjustment was claimed, and the date of REC withdrawal or modification.
3C. For imported electricity from a specified source which is an eligible renewable
energy resource, RECs associated with electricity generated, directly delivered,
and reported as specified imported electricity and whether or not the RECs have
been placed in a retirement subaccount. If RECs are not reported then specified
source cannot be claimed for such imported electricity and section
95852(b)(1)(C) would apply.
(23) Emission Factors. The emission factor published on the ARB Mandatory
Reporting website, calculated by ARB according to the methods in section
95111(b), must be used when reporting GHG emissions for a specified source of
electricity.
(34) Delivery Tracking Conditions Required for Specified Electricity Imports. Electricity
importers may claim a specified source when the electricity delivery meets any of the
criteria for direct delivery and for specified source of electricity defined in section
95102(a), and one of the following sets of conditions is satisfied:
(A) The electricity importer is a GPE. If the facility/unit is an eligible renewable energy
resource then the GPE must have (1) retained rights to the electricity or generation; (2)
retained rights to the associated RECs; and (3) report such REC serial numbers pursuant
to section 95111(g)(2); or
Comment Overview

Ms. Rajinder Sahota
October 19, 2015
Page 6

Navigate to Table of Contents

(B) The electricity importer has a written power contract for electricity
generated by the facility or unit. If the facility/unit is an eligible renewable
energy resource then the electricity importer must have (1) a right of
ownership or a written power contract to the associated RECs; and (2) report
such REC serial numbers pursuant to section 95111(g)(2).
…………………………………………………………..
(56) Substitute electricity. Report substitute electricity received from specified and
unspecified sources pursuant to the requirements of this section.
(7)

Violations. It shall be a violation of this article for an electricity importer to report REC
serial numbers pursuant to section 95111(g)(4) when the electricity importer does not
have exclusive rights to the associated RECs (A) as the GPE with retained rights to the
associated RECs or (B) by having the right of ownership or a written power contract for
the associated RECs.

IV. Conclusion
The Utilities are committed to working with ARB staff to more clearly align REC ownership with
the ability to claim an RPS adjustment. Doing so will ensure California ratepayers are not forced to
fund the procurement of millions of dollars’ worth of incremental Cap-and-Trade allowances,
despite their prior investments in renewable generation. The RPS adjustment is essential to provide
California utility customers the GHG benefit of renewable procurement. We look forward to
ongoing discussions about how to resolve this issue for future reporting years and to reduce the
burden on both staff and reporting entities.
Sincerely,
Mark Krausse
Senior Director, State Agency Relations
Pacific Gas and Electric Company
Tamara Rasberry
Manager, State Agency Governmental Affairs
Sempra Energy Utilities
Dawn Wilson
Director, Environmental Affairs and Sustainability
Southern California Edison
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QuALco/ww
Qualcomm Incorporated
5775 Morehouse Drive, San Diego, CA 92121-1714

Rajinder Sahota
Chief, Climate Change Program Planning & Management Branch

October 19, 2015

California Air Resources Board
1001 I Street

Sacramento, CA 95812

Re: Qualcomm Comments on October 2 Air Resources Board Workshop to Discuss
Proposed Amendments to the Cap-and-Trade Program
Dear Ms. Sahota:

Qualcomm Incorporated provides the following comments on the October 2, 2015 Cap-andTrade Workshop. Qualcomm's comments focus on three areas. First, the ARB should maintain
and clarify the But-for-CHP Exemption. Second, the ARB should recognize that natural gas
utilities are better equipped and can more cost effectively absorb the administrative costs of the
cap-and-trade and pass through a carbon price signal compared to small industrial entities. The
ARB should increase the covered entity threshold now that the natural gas sector is covered by
the Cap-and-Trade. Third, Qualcomm supports staffs acknowledgement of the need to study
new EITE designations for companies that are trade exposed solely due to their electricity usage.
I.

The ARB should Maintain and Clarify the But-for-CHP Exemption.

Board Resolution 12-33 and the but-for-CHP Exemption were intended to incentivize new,
efficient distributed electricity generation technologies, such as Combined Heat and Power
("CHP"). Section 95 852(j) sets forth an important exemption that applies to any "facility with a
cogeneration unit that meets the requirements of this section." Based on the language in the
exemption, Qualcomm believed that the exemption would be calculated for each “cogeneration
unit." It is not clear from the language in Section 95852(j) whether the limited exemption
applies at the cogeneration unit level or the facility level. There are instances where there are
multiple cogeneration units within a single facility boundary. The facility definition set forth in
the Mandatory Reporting Regulation is broad and in certain instances encompasses multiple
cogeneration units that are functionally separate, but are nevertheless part of the same facility
due to common ownership. In these instances, if the cogeneration units are functionally separate,
the exemption should be applied separately to each cogeneration unit. The ARB should amend
Section 95852(j) to clarify that when cogeneration units are operated independently of one
another, serve separate loads, have separate air permits, and the thermal output is put to separate
uses, then the cogeneration units will be evaluated separately under Section 95852(j). In these
instances, the calculation set forth in Section 95852(j) should be calculated for each cogeneration
unit. If each cogeneration unit satisfies the two conditions set forth in Section 95852(j)(1)(A)
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and (B), then each cogeneration unit should qualify for the exemption and the total emissions
associated with the "facility" should be eligible for the limited exemption.

II.

Natural Gas Utilities Are Best Equipped to Efficiently Impose A Carbon Price

on Natural Gas Usage.
The ARB should evaluate changing the threshold for small industrial entities now that the natural
gas sector is covered under the Cap-and-Trade program. The administrative and transactional
costs associated with cap-and-trade compliance can be burdensome and expose many small
industrial entities to trade exposure. The natural gas sector is better able to absorb these costs
and minimize the carbon costs borne by end users because natural gas utilities can spread the
administrative costs over a large number of customers and purchase compliance instruments in
large volumes. In other words, the inclusion of a carbon price signal can more cost effectively
be incorporated into the natural gas sector. Moreover, regulating small industrial entities through
the natural gas sector would still achieve the ARB's emission reduction goals through the
enforcement of a cap on total allocations to the natural gas sector. For these reasons, the ARB
should raise the Cap-and-Trade threshold to 100,000 metric tons of CO2(e)/year.
III.

Qualcomm Supports The Evaluation of New EITE Designations.

As a matter of consistency, the ARB should evaluate new EITE designations for entities it may
have overlooked in the initial EITE studies it prepared early in the Cap-and-Trade Rulemaking
process. California's industrial sector is dynamic and ever-changing. It is also exposed to
competition and trade exposure because other states do not place expensive GHG emissions
controls on industrial activities. Many industries with emissions starting after 2012 were not
studied for inclusion as EITE industries. In addition, companies that are trade exposed solely
due to their electricity usage (and that have no direct emissions), may also face leakage risks due
to the indirect GHG costs in electricity rates. The ARB should update its list of EITE entities to
ensure that similarly situated companies within the industrial sector are treated comparably and
the ARB achieves the statutory direction in AB 32 to minimize leakage risks.
CONCLUSION

Qualcomm respectfully requests that the ARB extend the But-for-CHP exemption post-2020 and
clarify the exemption in order to fulfill the intent of Board Resolution 12-33. Qualcomm also
believes that the ARB should raise the covered entity threshold now that the natural gas sector is
included in the Cap-and-Trade. Finally, the ARB should update its list of EITE designations.
Qualcomm appreciates the opportunity to submit these comments.
Sincerely,

24214,]
Gail Welch

Director, Sustainability
Qualcomm Incorporated
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19 October 2015
Rajinder Sahota, Chief
Climate Change Program Evaluation Branch, Industrial Strategies Division
California Air Resources Board
1001 I Street, Sacramento, California 95814
Submitted online to: http://www.arb.ca.gov/lispub/comm/bclist.php

IETA COMMENTS ON CALIFORNIA AIR RESOURCES BOARD’S
POTENTIAL 2016 AMENDMENTS TO CAP-AND-TRADE REGULATION
On behalf of the International Emissions Trading Association (IETA), we appreciate the opportunity to
provide initial comments to the California Air Resources Board (ARB)’s on Potential 2016 Amendments to
California’s Cap-and-Trade Regulation. IETA supports California’s climate policy leadership, use of flexible
market-based tools, and ongoing cooperation with other jurisdictions to address competitiveness
concerns while cost-effectively reducing greenhouse gases.
We welcome ARB’s desire to review and improve-upon its existing cap-and-trade program rules and
procedures. We understand that staff is seeking broad comments at this time, and that stakeholders will
have the opportunity to delve deeper into individual topics and proposed amendment via future fora (e.g.,
workshops, webcasts, submissions etc.) and other proceedings. IETA’s initial comments into the public
process on potential amendments cover the following priority topics:

1. OFFSETS
A.
B.
C.
D.

Develop well-defined, transparent procedures and timelines for all project reviews/issuances.
Revise offset usage limits to facilitate maximum use to the defined limit.
Improve invalidation approach; or, at the very least, clarify investigation process and timelines.
Establish multi-sector “collaborative mechanisms”, such an advisory panel and working group(s).

2. MARKET INFORMATION & REGISTRATION
A.
B.
C.
D.
E.
F.

Limit information required to participate in the program to that which is necessary.
Standardize market monitoring approach to be more robust and less onerous.
Simplify transaction process through a seller-generated, single sign-on transfer process.
Consider initial batch of auction process and streamlining considerations.
Eliminate domicile requirement.
Allow affiliates operating in multiple jurisdictions to aggregate accounts.

3. OTHER PRIORITY ITEMS:
A. Modify approach to holding limits to be less onerous and more workable; and
B. Remove ambiguity regarding RPS Adjustment program and related REC accounting issues.
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1.

OFFSETS

A. Develop well-defined, transparent procedures and timelines for all project reviews/issuances.
A paramount concern to ensure offset program functionality and efficacy is to clearly define the offset
project review and credit issuance process, including timelines and regulatory compliance requirements.
Under California’s current regulation, developers frequently do not have consistent timeframes for
evaluation of their projects. The current process allows ARB a 45-day review period, from the date
completed materials are received, subject to a restart of the 45-day window each time ARB asks for and
receives additional information. In its 2016 amended regulation, we encourage ARB to adopt a more
efficient, straight-forward approach, which more closely engages developers and OPRs to achieve success.
First, any offset application be approved or rejected within a noticeably shortened – we suggest, 30-day
– period. Rejected applications may be re-submitted subject to correction of missing material and/or data
as determined by the reviewer, starting another review 30-day review period. This improved approach
would lighten the burden on ARB by placing the responsibility on the applicant to reinitiate the process.
It also provides the applicant with a better sense of process timing.1 A further step for consideration is to
require an initial ARB-applicant “scoping meeting” that sees Q&A and an opportunity for applicant
feedback, either prior to or at the outset of the review period.
Second, ARB could allow OPRs to essentially act as surrogates to the agency throughout the review
process. Understanding that the review process can be administratively burdensome to ARB, the process
could be facilitated through heavier reliance on, and empowerment of, OPRs.
B. Revise offset usage limits to facilitate maximum use to the defined limit.
IETA believes that all carbon markets, including California’s, should avoid limiting the use of offsets for
compliance purposes to a specific percentage of an entity’s overall obligation. These subjective
quantitative limits restrict cost-containment opportunities and other benefits (e.g., linkage, socioeconomic co-benefits etc.) that underpin a broad and vibrant offset market.
In California, a covered entity can only meet up to 8.0% of its compliance obligation (per compliance
period) using offsets. Today, many covered entities with smaller compliance obligations are typically
incapable of making full use of offsets. This is typically due to transactional and informational barriers to
the purchase of small quantities of offsets, such as contracting costs and due diligence requirements,
being perceived to outweigh the benefits. Consequently, the full use of offsets (up to the defined limit)
rarely, if ever, materializes.
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To the extent that California chooses to maintain an offset usage limit at the current level, California’s
regulation could be amended to facilitate maximum usage of offsets up to the prescribed limit. We
encourage staff to explore quota design changes to help maximize offsets usage. Some preliminary ideas
for consideration and future discussion include:


Roll-Over of Unused Quotas: Automatic roll-over of unused offset quotas from one compliance period
to the next. For those entities with small compliance obligations, this would allow the offsets limit to
grow to an amount sufficient to realize material cost savings by using offsets;



Usage Limit Tiers: Creation of offset usage limit tiers based on the size of the covered entities, with
limits higher than 8.0% for smaller entities while retaining the prescribed limit for larger entities; and



Tradable Quotas and Aggregation: Allowing for tradable offset quotas or third-party aggregation
options. Depending on the design, this could potentially enable aggregation of quotas, while allowing
those who prefer to use offsets for compliance to build-up a position to achieve this purpose.

C. Improve invalidation approach; or, at the very least, clarify investigation process and timelines.
California and Quebec have different mechanisms for handling the risk that an offset may be invalidated
post-issuance. In its amended 2016 regulation, IETA recommends that California consider adopting an
approach similar to Quebec’s Environmental Integrity Account (EIA) mechanism. IETA welcomes future
opportunities to expend on this recommendation and define looming risks and program impacts with
California’s current approach, many of which have been described at length in previous IETA
communications with ARB.
We also recommend that amended regulation provide heightened clarity on ARB’s invalidation
investigation timing, process and overall communications with stakeholders, including parties who are
not directly affected by the invalidation activities. Amendments should provide specific deadlines for
action on potential invalidations in order to provide market certainty to the process. Under current
regulation, it appears that an invalidation decision (invalidate vs. restore affected offsets) is required
within a two month time frame. 2 However, during the 2014 Clean Harbors’ ODS investigation case,
officials delayed findings and the “final determination” took over six months. During the lengthy Clean
Harbors’ investigation period, market participants were provided limited information or explanations
related to timing, process, and potential outcomes.
Finally, as noted in recent communications from IETA and other stakeholders3, we also encourage ARB to
clarify – through additional guidance and/or harmonizing language across the regulation and compliance
offset protocols - the definition and boundaries for determining regulatory compliance for projects.

2

See ARB Regulations, Section 95985(f)(2) (providing parties 25 days to respond to an initial notice), and 95885 (f)(4) (providing
the administrator 30 days to make a final determination of invalidation).
3 See June 19, 2015 IETA letter to Richard Corey, “Requesting Clarity on Regulatory Compliance” and September 28, 2015 ACR to
Richard Corey, “ODS Offset Protocol, Invalidation Guidance”.
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D. Enable and formalize “collaborative mechanisms” to support California’s offset program.
Based on mounting evidence, we see that certain elements of California’s offset program are proving
difficult to efficiently manage and execute. Based on IETA’s experience and engagement with regulators
across a range of offset programs worldwide, we believe that some of California’s current offset
implementation challenges can be properly assessed and ameliorated – provided the proper support
mechanisms and additional multi-sector resources are provided to ARB.
We suggest California’s amended regulation allow for the creation of new offset support mechanisms,
such as a Multi-Sector Offsets Advisory Panel and Offsets Technical Working Group(s). Initial thoughts on
the potential role and mandates for these “collaborative mechanisms” are summarized below.


Multi-Sector Offsets Advisory Panel would include regional and international policy, business and
market experts from a range of sectors, including: academia, think thanks, industry, and the nongovernmental community. Panel members would work closely with ARB staff to review the current
Offset program, identify potential challenges or constraints, while offering expertise to inform
analytics. The process and feedback from the Panel would inform constructive program
improvements for 2020, 2030 and beyond. The multi-sector panel reviews and recommendations
would be supported by rigorous analysis/modeling and transparent communications. Panel
participants would be carefully selected to ensure objective perspectives and practical expertise to
improve the efficient operation of California’s market.



Offsets Technical Working Group(s) would consist of experienced professionals from a range of
relevant sectors and work with ARB Staff to understand and analyze the practical implications of
implementing changes to ensure the continued growth and success of California’s nascent market.

2.

MARKET INFORMATION & REGISTRATION

Carbon markets, like other commodity markets, should be built on clear, concise rules and critical
oversight mechanisms. Market regulation and requirements must preserve program integrity and
confidence, while enabling – rather than hindering – market participation and liquidity. Guided by robust
and efficient market design fundamentals, we recommend that ARB consider modifying several
participant, trade and auction information requirements as part of its regulation amendment process.
A. Limit required information to participate in the program to that which is necessary.
Both California and Quebec currently require registrants in the Compliance Instrument Tracking System
Service (CITSS) to provide extensive corporate and personal information in order to participate in the capand-trade system. In both jurisdictions, simply registering or naming a new account representative is time
consuming, and approval of the submission takes significant resources. Even greater detail, with similar
hurdles, is required to be submitted to participate in each auction. All information submitted to CITSS
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must also be updated immediately upon (even the most minor) corporate changes, creating the potential
for a registrant to be in technical violation of registration requirements due to potentially insignificant –
or at times irrelevant – changes in corporate structure. As a general matter, this required information is
well beyond the scope of that required to participate in other commodity markets. In the amended 2016
regulation, IETA urges California to revisit the information required to the minimum necessary to both
operate and monitor a fair, open and ultimately effective market.
The recently-issued US Environmental Protection Agency (EPA) Final Rule on Greenhouse Gas Emissions
from existing power plants (Clean Power Plan) provides a useful contrast to WCI/CITSS existing
information requirements and process. Under the Clean Power Plan, EPA requires a much more minimalist
slate of requirements to register and participate in allowance markets. Given EPA’s 35-year experience in
managing markets for the trading of emissions-related instruments, the federal Agency’s judgment with
regard to requirements for registration of market participants should be considered a sound template for
how best to structure such requirements.4
B. Standardize market monitoring approach to be more robust and less onerous.
IETA’s overarching priority is a well-functioning market, and we support a vigilant and stringent regulatory
enforcement regime to prevent market manipulation. However, in many respects, California has imposed
a regulatory regime overseeing its cap-and-trade program that is unnecessarily complex and
administratively burdensome. Specific examples of current disclosure requirements that should be
revisited in 2016 amendments include:


Employee Information Disclosure: California requires participants to report the names and contact
information for any and all employees that have knowledge of the registrant’s market position. In
some cases, this requirement translates into virtually all employees at the company. Requiring this
information can be incredibly costly to implement, overly burdensome, and simply unnecessary.



Consultant & Advisor Disclosure: California requires disclosure of any “consultants and advisors” that
assist on a broad range of issues – many of which have nothing to do with the carbon market. As we
understand, this requirement is in place so California can ostensibly monitor the possibility that
market information may somehow be improperly shared. However, these types of rules are neither
necessary nor constructive. The current requirements also work to dramatically limit third-party
expertise and vital professional services available to the growing market.

By way of comparison, it is worth noting that Quebec has not adopted market monitoring practices
similar to California’s onerous approach. The provincial rules are generally straight-forward in this regard:
Quebec’s regulations make it illegal to trade emission allowances based on privileged information,

4

The Regional Greenhouse Gas Initiative (RGGI) cap-and-trade market provides another example for California to consider.
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improperly disclosed information, or false or misleading information5. Armed with a similar broad-based
regulatory principle, California regulators should be fully capable of policing the market as necessary,
without the highly specialized roster of specific prohibitions and requirements currently in place.
Although some unique differences in carbon markets may exist, the underlying issues in commodity
markets regarding transparency and market power are in common. California’s regulation should be
amended to reflect market monitoring requirements that more closely reflect those implemented by
Quebec, the US EPA (for environmental commodities within its jurisdiction), and the CFTC for general
commodity trading.
C. Simplify transaction process through a seller-generated, single sign-on transfer process.
Under most commodity markets, including other cap-and-trade systems, transactions are completed
virtually instantaneously when a single representative of the selling entity enters the transaction into the
tracking system. No approval is required by a second representative of the seller, by a representative of
the buyer, or by the market regulator. Examples of this system include RGGI’s CO2 Allowance Tracking
System (COATS) and Allowance Tracking System used by the EPA’s Cross-State Air Pollution Rule (CSAPR)
market.
In California, by contrast, the regulation creates an unwieldy and complex system requiring: 1) initiation
of a transaction by one of the Seller’s account representatives; 2) confirmation by a second Seller’s
account representative within 2 days of initiation; 3) a subsequent confirmation by a representative of
the receiving account, done within 3 days of initiation of the transaction; and 4) review by the executive
officer.6 Further, failure to complete a transaction within the stated time frame (e.g., if the Seller’s second
representative was unexpectedly out of the office for 2 days, or the seller’s representative was unavailable
on the third day) can subject both parties to be deemed in violation of the regulations and subject to
penalties.7
The current process is not only unnecessary, but causes parties to incur significant administrative costs
without commensurate benefits. It also raises questions regarding compliance instrument ownership and
liability during the period between the time the seller submits the transfer and is ultimately approved in
the system; the translates into substantial contractual uncertainty that inhibits the efficient trading of
allowances in commodity markets.
D. Auction process and streamlining considerations.
California’s cap-and-trade program could be improved by streamlining the auction process information
requirements and timetables. Some initial observations and potential areas of improvement include: 1)
5 See Quebec Rules 28-31. In essence, this applies the same terminology as contained in the Quebec Securities Act (Section
191.1) and Derivatives Acts (Section 145.1).
6 See ARB Regs 95921(a)(1))
7 See ARB Regs 95921(a)(4)
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Reducing the number of days between application and bid guarantee deadlines; 2) Removing the
notification of intent to bid requirement; and 3) Streamlining the financial settlement process. IETA is
happy to expand on these recommendations, and more, in future formal and informal communications
with ARB staff.
E. Do not require participants to maintain an individual domiciled in their jurisdiction.
Both California and Quebec require that cap-and-trade participants have an agent for service of process
within their jurisdiction, satisfying requirements that they are doing business within the jurisdiction and
subject to laws of the jurisdiction. Both jurisdictions also require program participants to maintain an
Account Representative domiciled in their jurisdiction.
Requiring a company to ensure an employee is domiciled in a specific state or province adds limited (if
any) value to the jurisdiction, as the company would already be fully subject to the jurisdiction’s laws and
service of process. However, it subjects the company to new sets of unfamiliar laws and regulations that
can make it cost-prohibitive to engage in trading. Without a clear and strong rationale to maintain this
domicile requirement, we recommend it be deleted in the amended 2016 regulation.
F. Allow affiliates operating in multiple jurisdictions to aggregate accounts.
California and Quebec currently allow multiple affiliates from the same company to register in their
jurisdiction. They also allow affiliates within a given jurisdiction to maintain consolidated accounts for
trading purposes. However, where an entity has affiliates in multiple linked jurisdictions, current California
regulations require that the accounts be disaggregated and maintained separately. Quebec regulations
do not have a similar requirement. Limiting the ability of affiliates to undertake intra-corporate
transactions in this manner serves little purpose, but can drive-up compliance and operating costs.
For example, consider a parent company that owns three manufacturing businesses, with two in California
and one in Quebec, each of which has a compliance obligation. Under California’s current regulations, the
two California entities are able to aggregate their accounts, allowing the affiliates to work together to
reduce overall compliance costs. The Quebec entity, by contrast, would be required to be disaggregated
from its affiliates, and maintain an entirely separate account. This requirement seems to provide little
additional regulatory protection, yet may significantly increase compliance costs.
We recommend that ARB amend regulation to allow for cross-jurisdiction accounts with linked
jurisdictions. As more jurisdictions seek to link with California, this proposed revision will become
increasingly important.
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3.

OTHER PRIORITY ITEMS

As California explores potential 2016 amendments that could affect the program’s important third
compliance period and post-2020 program participation and activity, a series of additional items warrant
priority attention by ARB. IETA welcomes future opportunities to engage with ARB on these priority items,
summarized below, relating to the design of California’s holding limits and RPS Adjustment Program.
A. Modify approach to holding limits to be less onerous and more workable.
Based on broad and deep environmental market experience and evidence, IETA believes that holding
limits are difficult to effectively enforce while potentially impeding the proper functioning of a cap-andtrade program.
Under its 2016 amended regulation, ARB should consider removing holding limits to avoid unintended
consequences and ensure the program provides flexibility necessary to achieve the lowest possible costs
of compliance. This observation particularly holds true for large market participants, whose holding limits
may at times be lower than their compliance obligations.
In addition, holding limits impede the ability of entities with lowest-cost financing to offer competitively
priced capital to the marketplace. These entities provide certain exchange-cleared allowance transactions
that allow California covered entities to take advantage of lower capital/borrowing costs from the market,
thereby lowering their carbon inventory financing costs. These types of transactions are commonplace in
many physical commodity markets, but are difficult to transact on a regular basis because of holding limit
restrictions. The consequence of holding limits therefore becomes: fewer opportunities for these types of
transactions; higher costs of capital for covered entities; and increased indirect costs for consumers and
ratepayers.
Should ARB be unwilling to remove holding limits in future regulatory amendments, we recommend
instituting suitable flexibility to address the unintended consequences and market distortions resulting
from holding limits. Such flexibility could be achieved through approaches such as, but not limited to:




Exempting certain types of transactions from the quantitative holding limit;
Providing a longer grace period for rectifying holding limit exceedances; and/or
Allowing for varying holding limits depending on the nature and obligations of certain participants.

B. Revise regulation related to the RPS Adjustment program, along with the related issue of REC serial
number reporting associated with imported power from specified sources.
Under current regulation, if an entity delivers power into California and Renewable Energy Credits (RECs)
were created by the generation of that power, the “direct deliverer” is required to report the associated
REC serial numbers to ARB. This regulation fails to contemplate that the “direct deliverer” may not be the
owner of the RECs, and therefore have no legal right to the information about associated RECs. What’s
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more, the “direct deliverer” may not even be aware about whether or not such RECs in fact exist. As such,
the requirement as currently written is unworkable, and we recommend the provisions be eliminated in
conjunction with a stakeholder process to explore more effective options to address the perceived
underlying need.
When considering program amendments, we believe it fair to ask ARB to uphold the following principles:
changes must prevent double-counting and improve implementation; and align REC ownership with
environmental attributes of electricity8. As articulated by ARB staff during the 2 October public workshop,
the 2014 reporting year saw several cases in which two entities claimed the renewable attributes for a
generation source; a situation that potentially stems from how entities interpreted the RPS Adjustment
and specified source requirement provisions under the cap-and-trade regulations (including MRR) rather
than a problem inherent to the RPS Adjustment itself.

IN CONCLUSION
Once again, IETA appreciates this initial opportunity to record our comments related to Potential 2016
Amendments to California’s Cap-and-Trade Regulation. Our multi-sector membership remains committed
to supporting the successful growth and evolution of a fully-functional, linkable California carbon market
to help achieve the state’s climate goals in a cost-effective manner.
If you have any questions about these comments, or further clarification is required, please do not
hesitate to contact IETA’s North America Director, Katie Sullivan, at sullivan@ieta.org.
Sincerely,

Dirk Forrister
IETA President and CEO
ABOUT IETA: For over 15 years, IETA has been the leading global voice of the business community on the design,
implementation and evaluation of flexible mechanisms to harness the true power of markets and private sector
innovation to tackle climate change. Worldwide, our team and multi-sector membership work closely with
governments (sub-national, national, and UN levels), multi-laterals, leading academics, and environmental groups to
inform the design, expansion and overall functionality of these critical mechanisms. Our 140+ member companies
include some of North America’s, and the world’s, largest power, industrial and financial corporations, including
leaders in oil & gas, electricity, manufacturing, mining, chemicals, and paper. Members also include leading firms in:
data assurance and certification; brokering, trading, and finance; engineering and clean technology; offset project
development, aggregation, registries; and legal and advisory services. For more information, visit www.ieta.org
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RECs developed with the explicit purpose of ensuring an accurate ownership and accounting of the renewable attributes of
power. Under REC accounting, if the physical electricity and the associated RECs are sold separately, the electricity is no longer
considered “renewable” or “green”. Clearly aligning the regulations with REC ownership will prevent double-counting.
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October 19, 2015 | Submitted Electronically
Mary Nichols, Chair
California Air Resources Board
1001 I Street
Sacramento, CA 95184
Re: SCPPA Comments on Cap-and-Trade Regulation 2016 Amendments
Thank you for the opportunity to provide comments on potential amendments to the Cap-and-Trade Regulation as
presented at the October 2, 2015 public workshop on “Potential 2016 Amendments to the Cap-and-Trade Regulation
and California Plan for 111(d) Compliance.”
The Southern California Public Power Authority (SCPPA) is a joint powers agency whose members include the cities of
Anaheim, Azusa, Banning, Burbank, Cerritos, Colton, Glendale, Los Angeles, Pasadena, Riverside, and Vernon, and the
Imperial Irrigation District. Each Member owns and operates a publicly-owned electric utility governed by a board of local
officials. Our Members collectively serve nearly five million people in Southern California.
We look forward to working with ARB, other state agencies and stakeholders as the 2016 Cap-and-Trade Regulation
Amendments are developed to ensure that the policies considered and the programs ultimately adopted by the State
affordably yield the greatest benefits for Californians. SCPPA looks forward to actively participating in the announced
upcoming workshops where many of the details of the program will be discussed. At this time, we would like to highlight
some broad policy positions that should be considered throughout the process.


Allowance Allocations to Electric Utilities Must Be Maintained. ARB must retain the current methodology for
directly allocating allowances to electric utilities through and beyond 2020. No adjustments to the existing 2013-2020
allocation are warranted; adjusting an electric utility’s allocation in the third compliance period would unfairly and
unreasonably penalize electric utilities that proactively reduced use of, or divested entirely from, long-term ratepayer
investments in higher-emitting power plants early in order to comply with California’s climate goals more quickly. This
would send a negative policy signal that continued efforts by California utilities to transition away from contractual
obligations with higher-emitting generating resources early would be imprudent. California utilities that undertake such
efforts to divest from coal-fired resources earlier than required should retain their free allowance allocations to help
offset the stranded asset costs and the higher cost of the replacement energy. SCPPA urges ARB to ensure that
ratepayer impacts are minimized to the maximum extent possible. Additionally, we recommend the following:
o The total allocation to the electric sector must be increased commensurate with expected growth from
transportation electrification initiatives, as outlined in Senate Bill 350 (de Leon, 2015): “Policies to be considered
shall include, but are not limited to, an allocation of greenhouse gas emissions allowances to retail sellers and
local publicly owned electric utilities, or other regulatory mechanisms, to account for increased greenhouse gas
emissions in the electric sector from transportation electrification.” We urge ARB to consider how an allocation of
free allowances to electric utilities can best promote and accelerate transportation electrification initiatives –
including initiatives for the build-out and maintenance of vehicle charging infrastructure.
o The regulation should clearly indicate that any “banked” allowances will be allowed to carry over beyond 2020.



EPA Clean Power Plan Implementation. ARB must consider issues associated with implementation of the U.S.
Environmental Protection Agency’s (EPA) Clean Power Plan (CPP) Section 111(d) requirements and take the time
necessary to address these issues. SCPPA appreciates ARB’s desire to protect the integrity of California’s Cap-andPage 1 of 5
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Trade Program. SCPPA also appreciates how important out-of-state resources are to many California utilities to
ensure power supply and system reliability, and to minimize costs for California ratepayers; that California leaders
desire to expand the California Independent System Operator (CAISO) into a broader regional entity (including the
Energy Imbalance Market); and that all other Western states are now also evaluating how they will comply with the
Clean Power Plan as EPA seeks to promote broader regional cooperation, particularly through inter-state trading
across the West to garner even more significant carbon emissions reductions. Specifically, SCPPA requests that ARB
consider and clarify the following:
o How imported electricity is treated under Cap-and-Trade and its compliance requirements. SCPPA is keenly
aware that AB 32 requires that the State take imported electricity into account in its evaluation of GHG emissions
while the CPP (as a nationwide regulation on emissions sources as opposed to overall emissions within a state)
does not. The compliance requirements other Western states may place upon their generating resources that
supply electricity to California should therefore be addressed such that California’s utilities are not unduly
subjected to “double compliance” burdens that unfairly raise costs for California ratepayers.
o Federal enforceability of Cap-and-Trade and of the backstop measure. SCPPA seeks clarification on how
ARB intends to design a federally-enforceable backstop, particularly in relation to the Cap-and-Trade Regulation
for California utilities. As SCPPA and other California utilities have previously indicated, the principal benefit of the
“state measures approach” is that existing state programs can continue to operate without the imposition of
additional burdens or regulatory requirements associated with a plan so long as the state measures achieve
carbon performance standards established by the CPP.
o Streamlining and aligning reporting requirements. Any CPP implementation amendments should maximize
compliance flexibility for regulated entities, and align and streamline administrative reporting obligations.
o Regional implications of the Cap-and-Trade Program. SCPPA is also interested in how ARB views the ability
of regulated entities in California’s Cap-and-Trade Program to use and trade emissions allowances with affected
sources in New York – whose governor recently expressed the desire to examine creating a “North American”
carbon market – or other states through the emissions trading mechanisms established under the Clean Power
Plan. A similar set of issues arises for the trading and use of emissions allowances with sources in Quebec and
potentially other Canadian provinces in the future that are not subject to the Clean Power Plan.


Cost Containment. ARB has acknowledged that a Cap-and-Trade cost containment mechanism is critical to ensure
the Program’s long-term regulatory success and to ensure political stability. In Resolution 13-44, the Board directed
that staff develop a plan for a post-2020 Cap-and-Trade Program (including cost containment) prior to 2018 to provide
market certainty and to address a potential 2030 emissions reduction target. Governor Jerry Brown has since instituted
a 2030 emissions reduction target (via Executive Order B-30-15 issued on April 29, 2015), which was subsequently
included in recently-enacted legislation (SB 350 signed into law on October 7, 2015). SCPPA has long urged that ARB
not wait until 2017 to act; the “California Utilities” had also previously provided ARB with recommendations on potential
measures towards constructing a robust cost containment structure. Given these newly-mandated policy goals, we
strongly urge ARB to engage stakeholders as soon as possible – while the market is stable – to design, test, and
implement a credible and enforceable cost containment mechanism rather than waiting until abatement costs escalate
due to market fluctuations or a market crisis sets in. This should, at minimum, include stringent monitoring of the
market (including trading houses) and a re-evaluation of using escrow services provided by Deutsche Bank, which was
implicated in the London Interbank Offered Rate (LIBOR) index rigging scandal. Having a clear and transparentlydeveloped cost containment measure would provide regulated entities with the information and the confidence
necessary to make policy decisions and prioritize investments in the appropriate areas.



Reflect Latest Data and Information. SCPPA urges ARB to incorporate evaluation of and modeling for policies that
can help regulated entities achieve climate change goals. This includes the latest data and information on transportation
electrification initiatives (including for heavy-duty hybrid trucks) and along broader regional efforts. SCPPA urges ARB
to work with the California Energy Commission, CAISO, and the California Public Utilities Commission to conduct
detailed modeling of the final rule and potential implementation avenues under a mass- and rate-based approach to
assess whether and to ensure that the proposals will work without huge costs or risks to California consumers. The
modeling should also evaluate inter-state benefits and impacts given the inter-connected nature of the Western
Page 2 of 5
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electricity grid, and the significant change EPA made to the final rule specifically to promote regional cooperation. This
modeling should be conducted in an open and transparent manner, and assess how California can contribute to
broader regional collaboration as other Western states assess using a mass- or rate-based approach and potential
inter-state trading opportunities to comply with Clean Power Plan requirements.


GHG Emissions Reduction Targets for Utilities. SCPPA requests additional information about, and collaboration
with, ARB as it develops greenhouse gas emissions reduction targets in coordination with the California Energy
Commission. Senate Bill 350 requires that electric utilities in the state develop an Integrated Resource Plan that
demonstrates how the utility will meet GHG emissions reductions targets for the electricity sector and the utility
reflecting the electricity sector’s percentage of the economy-wide GHG emissions reduction targets of 40% below 1990
levels by 2030. SCPPA specifically asks:
o What process will ARB undertake to establish the 2030 GHG targets for affected publicly-owned utilities?
o How will these targets impact the allowance markets and potential for interstate trading?
o How will the local governing boards of California’s publicly-owned utilities influence determinations and future
compliance – including any cost containment triggers?

SCPPA would also like to take this opportunity to identify other technical comments for discussion with ARB staff:


RPS Adjustment. SCPPA strongly believes that the Renewables Portfolio Standard (RPS) Adjustment must be
retained in the Regulation. Imported renewable electricity resources are essential for many California utilities towards
achieving California’s increasing RPS target – and will likely continue being so. The RPS, along with the Cap-andTrade Regulation, are key regulations in the State’s efforts to reduce GHG emissions and should complement one
another; one program should not reduce the effectiveness of another. Out-of-state renewables are one means of
achieving the State’s RPS, which combined with the implementation of the federal Clean Power Plan, potential
expansion of CAISO and its Energy Imbalance Market, and increasing land-use restrictions that inhibit the ability to
build large-scale renewable projects in California (e.g., the Los Angeles County Board of Supervisors recently
approved a “Renewables Energy Ordinance” that banned the construction of utility-scale wind projects in
unincorporated areas, and placed onerous restrictions on utility-scale solar and associated transmissions projects as
well), the RPS Adjustment should ensure fair treatment of RPS-compliant contracts and investments.
In the October 2011 Final Statement of Reasons for the Mandatory Reporting Regulation amendments (at page 108)
ARB states that the RPS Adjustment is “an adjustment to the compliance obligation to recognize the cost to comply
with the RPS program” and “ARB included the RPS Adjustment for the specific purpose of reducing the cost of RPS
compliance that would be born directly or indirectly by entities that must comply with California’s RPS program.” The
RPS Adjustment is important to offset the Cap-and-Trade compliance cost for imported renewable energy that is
indirectly delivered. ARB’s concern about double counting can be favorably resolved through good communication
between reporting entities and thorough review by the verifiers. It is unnecessary to eliminate the RPS Adjustment
credit, and doing so would impose significant additional and unexpected compliance costs on California electric utilities
and consumers.
SCPPA recommends that ARB make the following improvements to the RPS Adjustment:
o Properly crediting the 2% transmission line loss correction factor. The RPS Adjustment does not fully offset
GHG emissions for imported renewable electricity that is not directly delivered since it does not include proper
crediting for the 2% transmission line loss factor that is automatically added to all unspecified imports including
indirectly delivered renewable energy. The transmission line loss factor (which is for GHG emissions accounting
purposes) should be credited under the RPS Adjustment (which is not a recognition of avoided emissions but an
adjustment to the Cap-and-Trade compliance obligation). Directly and indirectly delivered renewable energy
should be treated equally; there should be no Cap-and-Trade compliance obligation for either one. Adding credit
for the 2% transmission line loss factor to the RPS Adjustment will treat directly and indirectly delivered renewable
energy equally for purposes of the Cap-and-Trade compliance obligation and will not affect the GHG emissions
inventory.
Page 3 of 5
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o Clarifying the Renewable Energy Credit (REC) retirement deadline for RPS Adjustment purposes.
Currently, Section 95852(b)(4) states that RECs must be placed into a retirement account within 45 days of the
reporting deadline for the year for which the RPS Adjustment is claimed. “Within 45 days” could be interpreted as
between April 15 and July 15. We understand from ARB staff that the intent was to allow RECs to be retired up to
45 days after the reporting due date. The rule language should be clarified to specify that RECs claimed for the
RPS Adjustment must be retired no later than 45 days following the June 1 reporting deadline.
o Crediting voluntary green power programs. The RPS Adjustment applies only to indirectly delivered renewable
electricity that is used for RPS Compliance. It does not apply to indirectly delivered renewable electricity that some
utilities procure on behalf of “voluntary” green power program customers who pay premiums for the procurement of
renewable electricity above and beyond a utility’s RPS mandate in order to offset their own electricity consumption.
This is because the RECs associated with the energy imported for these program customers are not designated as
“retired” in the California Energy Commission’s accounting system for the purpose of complying with the RPS.
Accounting for these voluntary programs was also recognized in the recently-enacted SB 350 and will likely need
to be implemented via a rulemaking. SCPPA recommends adding a credit similar to the RPS Adjustment that
applies to voluntary green power programs to ensure equal treatment for renewable power procured on behalf of
utility customers and to properly reward such initiative taken by individual California consumers.


Emergency Exemption for Imported Electricity should apply for ALL California Balancing Authorities.
SCPPA recommends that the definition of “imported electricity” be revised to treat all California Balancing Authorities
equally. Currently, the “emergency exemption” from reporting and compliance obligations for electricity imported into
California for emergency assistance applies only to CAISO. However, all Balancing Authorities have the same
responsibility to ensure grid reliability. ARB should ensure that the Regulation treats emergency situations equitably
for all California consumers – not just those served through CAISO.



Qualified Export Adjustment. The Qualified Export Adjustment does not adequately credit exported electricity.
While the intent of this provision was to provide emissions credit for electricity exported from California (in lieu of a
“border adjustment”), it does not accomplish that intent. Currently, Section 95852(b)(5) requires the lowest emissions
factor from any portion of the imports or exports within each hour be used to calculate the credit. Since most SCPPA
member utilities import zero-emission energy (e.g., Hoover Dam, renewables)to comply with California’s RPS
Program, the lowest emission factor in every hour is zero, which results in zero credit for exported electricity. As a
result, California consumers are paying the Cap-and-Trade compliance cost for electricity that is consumed in other
states, which is particularly punitive. To address this unintended consequence, SCPPA previously proposed changing
the lowest emissions factor used to calculate the Qualified Export Adjustment to the default emissions factor in order
to correspond with unspecified imports during each hour. Alternately, the Qualified Export Adjustment could be
eliminated by simply deducting emissions for exported electricity on the “Exports” tabs of the Electric Power Entity
report from the entity’s covered emissions. Deducting emissions for exported electricity is important to accurately
reflect GHG emissions for electricity consumed in California (as required by AB 32). There is also pending legislation
that proposes to apply GHG emissions data reported to ARB to the California Energy Commission’s Power Content
Label for electric utility retail sales within California. Emissions for exported electricity should be excluded from
covered emissions.



Asset Controlling Supplier (ACS) Power. SCPPA remains extremely concerned with the inconsistent “actual”
versus “paperwork” emissions profile treatment of imported zero- and low-GHG emission electricity. For example,
directly delivered null power (renewable energy without the RECs) must be reported as specified with a zero emission
factor even though the importer purchased the energy without the environmental attributes (RECs). In contrast,
directly delivered ACS power must now be reported as unspecified with the (higher) default emission factor instead of
the (lower) ACS emissions factor if the importer did not pay a “premium” to the seller to label the power as specified
(with environmental attributes). SCPPA continues to question why, if power from another renewable facility is treated
as zero emission without having to pay a premium to buy the environmental attributes, why ACS system-generated
power is treated differently (why isn’t power generated by an ACS system treated as low-GHG without having to pay a
premium to buy the environmental attributes?). Prior to 2014, all imported ACS power was reported as specified with
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the corresponding low-GHG emissions factor and was counted as low-GHG in the statewide GHG emissions
inventory. That changed with the 2013 amendments to the Mandatory Reporting Regulation when ARB inserted new
contract labeling requirements for ACS power that benefits non-California Asset Controlling Suppliers to the detriment
of California utilities and consumers as well as discounting the State’s progress towards meeting more aggressive
climate change goals. This must be corrected – especially as California leaders advance a broader regional role for
the CAISO, the CAISO Energy Imbalance Market, and the Renewable Energy Transmission Initiative 2.0 effort – to
ensure parity and the consistent treatment of power sources market-wide. Counting ACS power as unspecified will
hurt California’s progress towards achieving its GHG emission reduction goals. This cannot be the State’s intent.


Programmatic Improvements. SCPPA greatly appreciates ARB’s recognition of and efforts to streamline or
eliminate some regulatory requirements. SCPPA urges ARB to work with other state and possibly federal agencies to
coordinate data reporting efforts to the greatest extent possible; currently, information reported to one agency is often
used in other reports for other state agencies. Linking state and federal data reporting and its usage would help to
reduce duplicative work efforts and ensure consistency in reporting which, in turn, improves programmatic
understanding and clarifies whether program goals are being achieved or not. We recommend that ARB:
o Provide as-needed reminders for upcoming deadlines to assist regulated entities towards compliance.
o Ensure that reporting associated with federal Clean Power Plan compliance matches existing reporting
requirements and uses the same data and definitions to the greatest extent possible in order to streamline
processes and to avoid over-burdening reporting entities with limited staff resources.
o Work to improve the information in CITSS as it does not currently include a true and easily legible accounting of
past and current actions. SCPPA recommends that ARB work to simplify how allowances are accounted for in
CITSS between the various accounts as CITSS does not make it easy to manage and track these allowances.
o Work to ensure that the verification and update of members involved with CITSS and Cap-and-Trade data is
conducted in a more reasonable and easy-to-administer manner.
o Provide greater transparency and linkage within the context of AB 32, the Low Carbon Fuel Standard, EPA
reporting, the Mandatory Reporting Regulation, and the Cap-and-Trade Regulation. There are limited staff
resources available to handle the growing data reporting burden for these climate change-related
programs. Striving to do so would likely make compliance easier and end-use reporting much more fluid and
transparent.
o Revisit the cumbersome “know your customer” rules with the aim of simplifying and streamlining them.
o Enable electronic submittal of documents and streamline auction paperwork. SCPPA would support the electronic
signature proposals and removal of the “intent to bid” requirement. Both help to reduce administrative burdens
and should save time for participants as well as for ARB staff. SCPPA also recommends streamlining attestation
requirements by promoting e-signature submittals on-line and electronic submittals for updating corporate
associations – both of which would be fabulous technological improvements.
o Better manages information. SCPPA urges ARB to use the same definitions consistently.



Maintain Environmental and Market Integrity. Another important issue relates to the Cap-and-Trade requirement to
surrender emission allowances for emissions that occur outside of California (i.e., emissions from imported
electricity). SCPPA believes that it is vital for ARB to obtain clarification from EPA as to how these components of the
Cap-and-Trade Program would be viewed before submitting a state measures plan that relies on the Cap-and-Trade
program as its primary or only state measure.

Thank you for your time and consideration.
Respectfully submitted,
Tanya DeRivi
Director of Government Affairs
Page 5 of 5

Comment Overview

Navigate to Table of Contents

	
  
October 19, 2015

Comments	
  of	
  EcoSolution	
  Recycling	
  (ESR)	
  	
  regarding	
  CARB’s	
  Cap-‐and-‐Trade	
  Regulation	
  
	
  

Because sustainable development and the desire to always do more for the environment are
fundamental values of our Company, ÉcoSolution Recycling’s (ESR) mission is to develop and
implement integrated management technologies for a safe and optimal recycling of end of life
domestic cold appliances and halocarbons. ESR extracts and destroys halocarbons within the
cooling circuit and the insulating foam of the appliances and by doing so is the only company in
North America that achieves such high environmental standards. The greenhouse gas
reductions achieved per appliance are monitored and quantified on a continuous basis. ESR’s
technology warrants a complete traceability and gas identification/characterization from the
appliance to the complete gas destruction.
From this mission stems our engagement to offer adapted solutions that exceed regulatory
requirements and environmental standards, in an effort to maximize GHG reductions.
The innovative technology ESR employs not only allows to recycle more than 96% of the
physical components of de-manufactured appliances, but also to extract all refrigerants
contained therein, such as the blowing agents trapped in the polyurethane insulating foam.
While some refrigerants contribute to ozone depletion, ALL massively contribute to climate
warming.
HaloSecure Recycling (HSR), a wholly owned subsidiary of ESR, was created in 2014. HSR is
dedicated to the management, reuse and safe disposal of halocarbons. Our integrated facility
aims to provide the Province of Quebec and Canada with a unique infrastructure. It will be
dedicated to the safe management of refrigerants. This is an important project in North America
for greenhouse gases (GHG) reduction since such dedicated infrastructures are needed in order
to safely destroy halocarbons. HSR should receive the governmental permits by year-end and
initiate operation of its plasma destruction unit (PDU) by spring 2016.
We would like to take the opportunity of this discussion regarding the cap and trade system to
submit certain items that deserve your attention.
Finding 1: Offsets are based on four principal criteria concerning the GHG emission reductions.
They have to be: real, verifiable and verified, permanent and additional. Additionally involves a
project that goes beyond the current practice and on the basis of the most stringent regulations.
For ODS destruction, Quebec installations are facing competition from other North American
destruction facilities; there are 3 in USA and 1 in Alberta, Canada. Different operating criteria are
in force following the different jurisdictions.
For example, they all need to have a destruction efficiency of 99,99 % as stated in the Montreal
Protocol, while Quebec regulations requires 99,9999 %. The wastewater generated by the flue
gas treatment must be treated and the discharge requirements are very stringent. For example,
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the destruction of 300 tm of refrigerants at our PDU facility in Quebec will decrease fluoride
emissions in the wastewater of about 100 tm of the same installation in the USA. Following the
principles that the most stringent regulation shall apply to all, it would be fair that all destruction
facilities operating under the cap and trade have to meet the same high standards of Quebec in
a harmonization objection. In the same vein, Article 2.1 of the ‘’Compliance Offset Protocol
Ozone depleting Substances Project’’ should be harmonized with the Quebec regulations and
require a destruction efficiency of 99.9999 %.
Moreover, the regulations regarding air emission standard should be harmonized between both
jurisdictions to adopt the most stringent air emission standards for ODS destruction facilities and
for wastewater treatment.
Finding 2: It is equally unfair that gas collected in Quebec can be destroyed in the USA, while
the reverse is not possible. In the context where other states, provinces and Mexico plan to join
the WCI, the border restriction for halocarbons destruction should be eliminated. We suggest
that Article 3.2 of Compliance Offset Protocol Ozone Depleting Substances Project from
California to be modified to allow ODS destruction in Canada for US halocarbon generators.
Finding 3: Substitution halocarbons (HFC and HCFC) also have high global warming potential.
They have and will have a major impact on GHG emission in the next future years. They have to
be taken into account in the planning of GHG reduction actions and in our efforts to capture and
destroy halocarbons from domestic cold appliances. HFC and HCFC’s must be included in the
ODS destruction Protocol and become eligible for offsets. Not including the destruction of these
halocarbons as eligible for offsets puts in jeopardy our optimal management projects for end of
life domestic cold appliances. The funding source generated by these potential offsets is
essential in the current financial model.
USA and China have indicated their intentions in working together to reduce the use of HFCs.
Canada and Mexico have done the same at the last meetings of the members of the Montreal
Protocol. HFC-134 reclaim does not generate economic value so there seems to be a significant
gap between the sales volumes of HFC’s compared to its recovery rate. We believe it is an
urgent action to take. HFC are observed as an interim refrigerant while the industry works
towards introducing alternative replacements that do not contribute to climate change. Including
all refrigerant into cap-and-trade regulation will help Québec, Ontario and California to meet
ambitious GHG reduction targets.

Arnold Ross
Technical director
ÉcoSolutions Recycling
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October 19, 2015
Rajinder Sahota, Branch Chief, Cap-and-Trade Program
California Air Resources Board (ARB)
1001 I Street
Sacramento, CA 95814
RE: Potential 2016 Amendments to Cap-and-Trade Regulation
Dear Ms. Sahota:
The American Carbon Registry (ACR), an ARB-approved Offset Project Registry (OPR) for the California
cap-and-trade program, welcomes the opportunity to offer input on amendments to the cap-and-trade
regulation. Our comments herein focus specifically on enabling the market to maximize use of the
offsets limit, commensurately optimizing cost-containment, as well as environmental and social cobenefits.
As currently structured, each compliance entity is individually allowed to surrender no more than 8% of
compliance instruments as offsets. This inherently impairs the ability of the market as a whole to make
full use of the offsets limit. For companies with small compliance obligations, the financial costs to be
well informed, conduct proper due diligence, and enter into contract outweigh the savings that could be
realized by using offsets. However, as you are aware, the 8% limit was established to ensure that no
more than half the aggregate reductions would be derived from offsets. We believe that amendments
to the regulation can allow this intent to be met without adding undue complexity to ARB’s oversight
responsibilities.
Our suggestions are as follows:
1) Allow unused offset quotas to be rolled over from one compliance period to the next. Fully
unused, a compliance entity’s offsets limit of 8% in one compliance period would increase to
16% in the next compliance period, 24% in the next, and so on. While the limit of 8% is too
small to make it worthwhile for many compliance entities to make use of offsets, it may well
make sense to do so with a higher limit.
A threshold compliance obligation should be established. Only entities with emissions below a
specified limit should see their unused offsets quotas carried forward. This would target the
solution appropriately, while averting the potential that those with larger compliance
obligations could, in an environment of diverging allowance and offset prices, choose to carry
forward large offset quotas. Following the November 2015 surrender event, we will have data
from a full compliance period to inform a determination of what the threshold should be.
For simplicity, the rollover of unused offset quotas should be automatic. There is no compelling
reason a compliance entity should have to elect to carry forward unused quota, nor would
actively managing the process be a useful burden to add to ARB’s workload.
1
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2) Allow offset quotas to be transferred between compliance entities. Those compliance entities
most interested in using offsets should be able to purchase offsets quotas from those that do
not wish to make use of them. Quota tracking could be integrated into the Compliance
Instrument Tracking System Service (CITSS). Perhaps one model could be to establish for each
compliance entity an “offsets quota account.” Offsets could not be surrendered in excess of
available quotas. Upon surrender of offsets, a corresponding quota volume would be canceled.
We encourage ARB to explore how CITSS could be modified to maximize simplicity for both ARB
and compliance entities.
We appreciate the opportunity to provide these comments, and we look forward to continued
engagement as the process moves forward. If you would like to further discuss these suggestions or any
other modifications affecting offsets, please feel free to get in touch.

Respectfully,

Arjun Patney
Policy Director, American Carbon Registry
an enterprise of Winrock International
arjun.patney@winrock.org
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October 19, 2015
Rajinder Sahota
Assistant Division Chief – Climate Program
California Air Resources Board
1001 “I” Street
Sacramento CA, 95814
Filed Electronically
RE:

Comments of EnergySource on October 2, 2015 Workshop To Discuss
Amendments to the California Cap-and-Trade Program - Geothermal Generation
and Lithium Processing

Dear Ms. Sahota,
EnergySource provides the following comments on the ARB’s October 9, 2015 Cap-andTrade Workshop. EnergySource is an independent, renewable energy generation company with
geothermal energy projects and interests located in the Salton Sea Geothermal Resource area. In
addition to furthering California’s GHG emission reduction goals, EnergySource’s projects
create high-paying employment opportunities in some of California’s most economically
disadvantaged communities.
Energy Source’s comments focus on two topics. First, as the ARB evaluates post-2020 Capand-Trade program changes, it should continue to recognize the value of geothermal energy and
continue to list emissions from geothermal units, including geyser steam and fluid, as emissions
without a compliance obligation. Second, EnergySource supports the inclusion of new
Emissions Intensive Trade Exposed (“EITE”) industry designations. In particular, the inclusion
of a new product-based benchmark for lithium hydroxide would help ensure that lithium
production occurs domestically in California, reduces future emissions leakage, and furthers
California’s GHG and Zero Emission Vehicle (“ZEV”) goals.
1. ARB Should Continue the Important Policy Directives Recognizing that Emissions
from Geothermal Energy Qualify as Emissions Without a Compliance Obligation.
The emissions from geothermal energy are not related to the power generation from the
combustion of carbon-based fuels, but rather from the geothermal wells occurring naturally in
important known geothermal areas such as the Salton Sea. The Geothermal generation can
displace fossil generation, resulting in considerable GHG emission reductions. The ARB has
recognized that the Renewable Portfolio Standard (“RPS”) program is a keystone in the State’s
efforts to reduce GHG emissions and that geothermal can play an important role in the State’s
low carbon future. For example, in the first update to the AB 32 Scoping Plan, the ARB
correctly observed the inherent potential of geothermal generation to further these important state
policies:
1
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Meeting the 2050 goal requires dramatically cutting GHG
emissions from energy generation. Options to decarbonize
electricity generation include: renewable energy generation,
geothermal energy generation, renewable DG, solar space and
water heating, natural gas coupled with CCUS, and nuclear energy.
. . Using geothermal power’s potential as a flexible resource should
be encouraged and its ancillary benefits to the grid should be
recognized in power pricing agreements.1
The attributes of geothermal are appropriately recognized by the ARB through the conclusion
that emissions from geothermal energy fall squarely within Section 95852.2 (emissions without a
compliance obligation). The rationale for the inclusion of emissions from geothermal in section
95852.2 was based, in part, on the notion that geothermal energy is an integral component of the
State’s GHG and RPS strategies.2 In order to encourage the continued development of these
important RPS resources, EnergySource requests that the ARB reiterate its continuing
commitment to this important policy directive by retaining geothermal emissions in Section
95852.2 in the ARB’s post 2020 revisions to the Cap-and-Trade.
2. The ARB Should Evaluate New Product-Based Benchmarks.
The ARB should consider new product-based benchmarks and EITE designations.
EnergySource understands that the ARB may consider new EITE designations for activities that
have no GHG emissions, but are nevertheless trade exposed due to their electricity usage. As
explained below, the ARB should also consider new product-based designations for developing
markets, such as domestic lithium mining and processing.
Lithium hydroxide is a critical product in the deployment of battery storage, ZEVs, and other
zero emissions technologies. Indeed, the term “gigafactory” has worked its way into the lexicon
precisely because of the direct relationship between lithium, batteries, and electrification of the
transportation sector. Currently, lithium is mined and developed in other jurisdictions (e.g.,
Nevada, Chile, etc.) with little or no GHG emissions controls applicable to these mining
activities. Traditional lithium mining and processing activities using conventional resources are
land use intensive and GHG intensive. Consequently, the growing global market demand for
lithium and California’s ZEV policies has the potential to increase GHG emissions in the mining
sector because predominately fossil-fuel based resources are employed in traditional lithium
mining and processing operations.
There is a better alternative. Lithium can be processed in California using geothermal steam
and electricity. The development of a new EITE designation for lithium mining (NAICS Code
#212393) and the designation of lithium hydroxide as a product-based benchmark would enable
a new California-based industry for low to zero emissions lithium development. The product
1

See AB 32 Scoping Plan Update, Electricity and Natural Gas Working Paper, March 14, 2014, available at:
http://www.arb.ca.gov/cc/scopingplan/2013_update/energy.pdf

2

See October 28, 2010 ISOR, page IX-40, available at:
http://www.arb.ca.gov/regact/2010/capandtrade10/capisor.pdf

2
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benchmark would also protect the developing California-based lithium industry from trade
exposure in jurisdictions where GHG emissions from lithium mining and processing are not
controlled.
In previous iterations of the Cap-and-trade Rulemaking, the ARB stated a preference for “one
product: one benchmark.” Lithium hydroxide is the preferred product in the battery market
today and would be the appropriate product-based benchmark for lithium mining (212393).
Since the California based production and supply is still in development, the ARB should
evaluate the current production methods used domestically and globally to establish a
benchmark, looking to these and other information sources of data (e.g., US EPA reporting data
for out of state sources or EU ETS data).
EnergySource has identified at least two data sources for developing a benchmark for lithium
hydroxide that merit further consideration. First, the lithium mining facility in Nevada may
serve as a regionally appropriate benchmark that primarily uses precipitation and filtration
methods to produce lithium salts. However, the facility does not produce lithium hydroxide. To
develop an accurate benchmark, the ARB would need to account for the additional processing
done at subsequent processing facility(s) to turn lithium salts into lithium hydroxide. This
production system is similar to the majority of current global production. Second, a portion of
the global lithium supplies come from ore (spodumene). This production system consists of two
sub-processes, mining and beneficiation followed by sulfuric acid digestion. The GHG
emissions attributable to this process can be modeled in available software.3 There are also other
sources of data on international lithium processing and mining activities, though the data may be
more difficult to obtain and verify to the same high standards imposed on U.S. industries.
Nevertheless, these sources of information may be instructive in developing a product-based
benchmark.
The potential to develop a domestic lithium supply in some of California’s more
economically challenged communities and minimize future emissions leakage merits the ARB’s
close and careful consideration. EnergySource looks forward to the opportunity to work with the
ARB and stakeholders to develop a sound product-based standard for lithium mining and
processing. We also welcome the opportunity to explore other product-based standards for
additional metals and minerals that may be produced associated with geothermal energy
production.
Conclusions
EnergySource requests that the ARB reiterate its commitment to encouraging geothermal
development by continuing to include geothermal emissions within Section 95852.2. Moreover,
and of great potential to California’s energy future and global emissions reductions, the creation
of a new product-based benchmark for lithium mining and processing would avoid trade
exposure and emissions leakage by allowing low to zero-GHG lithium mining and processing in
California to compete with conventional mining sources. The development of a lithium

3

E.g., Ecoinvent database version 2.2 can approximate the impacts for this production.
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benchmark would also further the State’s ZEV goals in support of the electrification of the
transportation sector through a clean, dependable and ample domestic supply of lithium.
EnergySource appreciates the opportunity to submit these comments and welcomes the
opportunity to discuss our proposal for a lithium product based benchmark at greater length with
the ARB staff. I can be reached via email at DBenson@energysource.us.com.
Respectfully submitted,

/s/
Derek Benson, Vice President, Power Development
EnergySource

4
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October 19, 2015
Via Electronic Filing
California Air Resources Board
1001 "I" Street
Sacramento, CA 95814
Re:

Public Workshop on Potential 2016 Amendments to the Cap-and-Trade
Regulation and California Plan for 111(d) Compliance

Dear Sir/Madam:
The California Independent System Operator Corporation submits these
comments consistent with the timeframe established by the California Air Resources
Board (CARB) in connection with its public workshop on potential 2016 amendments to
the cap-and-trade regulation and California’s plan for compliance with the Clean Power
Plan adopted by the U.S. Environmental Protection Agency under Section 111(d) of the
Clean Air Act. The ISO recommends that CARB hold a workshop to address changes
to cap and trade regulations impacting the electricity sector. The ISO also recommends
that CARB structure any proposed implementation plan to comply with Section 111(d) of
the Clean Air Act in such a way to avoid adverse impacts to electric grid reliability and
preserve opportunities for collaboration across the region.
I.

CARB should hold a workshop on electricity sector issues in connection
with potential changes to its cap and trade regulation

At is public workshop on October 2, 2015, CARB identified several issues on
which it plans to hold workshops to address potential amendments to its cap and trade
regulation. CARB also expressed a willingness to schedule a workshop to address
electricity sector issues. Among any other issues, this workshop should address:
(1) Tracking and reporting of electricity imports into the ISO balancing
authority area to serve load not within the state of California; and
(2) Tracking and reporting dispatches of electricity from resources
outside of the state of California to serve California load, if the ISO
balancing authority area boundaries change to include other
participating transmission owners within the region, and the
schedule for any required changes.
At CARB’s public workshop on October 2, 2015, Valley Electric Association
expressed concerns with the fact that it incurs cap and trade compliance obligations
associated with electricity imports into the ISO balancing authority area to serve its
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Nevada load when those imports exceed its Nevada load in any operating hour. While
it is possible to forecast electric load with reasonable certainty it is not possible to do so
with exact certainty. The California ISO, accordingly, supports efforts to resolve Valley
Electric’s concerns. CARB should examine mechanisms to minimize treating Valley
Electric’s imports into the ISO balancing authority that they intend to serve load outside
of the state of California as imported electricity under the cap and trade regulations.
CARB should implement these mechanisms as soon as possible – possibly through
regulatory guidance.
Attendees at CARB’s October 2, 2015 public workshop also asked about CARB’s
plans to modify its cap and trade regulation to recognize the possible expansion of
electricity markets in the Western region. As the ISO explores developing a regional
market it will need to determine how to reflect resources’ costs to comply with
California’s greenhouse gas regulations in the day-ahead market and will also need to
develop rules for tracking dispatches of power from resources located outside of
California to serve California load within the expanded balancing authority area. As a
guiding principle, the ISO plans to leverage the existing design it developed for the
energy imbalance market and extend it to the day-ahead market, as appropriate. The
energy imbalance market currently has a methodology that enables resources to
include greenhouse gas compliance costs in their offers to supply California load. The
ISO will also need to develop mechanisms to ensure it tracks transfer of power into the
state of California and inform market participants of the output from their resources that
supported those transfers. The ISO expects that CARB will need to make
corresponding greenhouse gas regulations changes and should include this issue for
discussion in any workshop on changes to the cap and trade regulation affecting the
electricity sector.
II.

CARB’s work to comply with the Clean Power Plan should ensure no
adverse impacts to electric grid reliability and preserve opportunities for
collaboration across the region

In its Clean Power Plan compliance discussion paper issued September 28,
2015, CARB states it is considering a state measures plan under which CARB identifies
the measures that it plans to use to meet emission reduction targets. These measures
include the cap and trade program, the renewable portfolio standard, energy efficiency
standards, and the emission performance standard for long-term electricity contracts.
The ISO is willing to assist CARB in its efforts to ensure any state implementation plan
does not adversely affect electric grid reliability.
The ISO also supports efforts to pursue emission reduction opportunities across
the region, by integrating more renewable resources but also by exploring emissions
trading linkages. CARB should attempt to preserve emission trading options with other
states and across the region in the development of a state implementation plan. In
addition, the ISO recommends that CARB initiate efforts to collaborate with other states
to better understand how other western states plan to comply with the Clean Power

www.caiso.com
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Plan. This collaboration should begin during the development of California state
implementation plan, but CARB should also incorporate flexibility into California’s state
implementation plan to allow for ongoing collaboration should there be opportunities to
work with other states in the future. This flexibility will be important as California looks
at cost effective ways to meet its carbon reduction goals.
If you have any questions concerning these comments, please feel free to
contact me via telephone (202) 239-3947 or via electronic mail at aulmer@caiso.com.
Respectfully submitted,

/s/ Andrew Ulmer

Andrew Ulmer
Director, Federal Regulatory Affairs

www.caiso.com
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Comments of Iberdrola Renewables
On CARB’s Cap-and-Trade Regulation

Iberdrola Renewables appreciates the opportunity to provide comments on the California Air Resources
Board (“CARB”) Reporting Regulation. Iberdrola Renewables is a non-transmission owning independent
power producer engaged in the development and operation of wind, solar, biomass and thermal energy
facilities, and in providing other energy services. Iberdrola Renewables, with its affiliates and
subsidiaries, is the second largest wind energy generator in the United States, with more than 5,800
megawatts of operating wind energy generating capacity. Iberdrola Renewables supports the overall
objective of California’s cap-and trade program and would appreciate the opportunity to work with
CARB staff to address the issues raised below.
Evidence for RPS Adjustment
Iberdrola Renewables sells wind energy to numerous customers under long-term contracts and imports
this energy into California on the customers’ behalf. Under certain contracts Iberdrola delivers
renewable energy to counterparties that may or may not be sourced directly from the wind facility
under contract. For megawatt-hours both directly and not directly delivered by the wind facility under
contract, the customer receives RECs from the contracted wind resource. The energy delivered under
these contracts that is not directly delivered from the wind facility qualifies for the RPS Adjustment
under CARB’s reporting regulation.
The Cap-and-Trade Regulation in section 95852(b)(4) states:
RPS adjustment. Electricity procured from an eligible renewable energy resource reported pursuant to
MRR must meet the following conditions to be included in the calculation of the RPS adjustment:
(A) The electricity importer must have:
1. Ownership or contract rights to procure the electricity and the associated RECs generated by the
eligible renewable energy resource; or
2. A contract with an entity subject to the California RPS that has ownership or contract rights to
the electricity and associated RECs generated by the eligible renewable energy resource, as
verified pursuant to MRR.
(B) The RECs associated with the electricity claimed for the RPS adjustment must be placed in the
retirement subaccount of the entity subject to the California RPS, and party to the contract in
95852(b)(4)(A), in the accounting system established by the CEC pursuant to PUC 399.25, and
designated as retired for the purpose of compliance with the California RPS program within 45 days
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of the reporting deadline specified in section 95111(g) of MRR for the year for which the RPS
adjustment is claimed.
(C) The quantity of emissions included in the RPS adjustment is calculated as the product of the default
emission factor for unspecified sources, pursuant to MRR, and the reported electricity generated
(MWh) that meets the requirements of this section, 95852(b)(4).
(D) No RPS adjustment may be claimed for an eligible renewable energy resource when its electricity is
directly delivered.
(E) No RPS adjustment may be claimed for electricity generated by an eligible renewable energy
resource in a jurisdiction where a GHG emissions trading system has been approved for linkage by
the Board pursuant to subarticle 12.
(F) Only RECs representing electricity generated after 12/31/2012 are eligible to be used toward the
RPS Adjustment
For the contracts referenced above, Iberdrola appropriately claimed eligible deliveries on its 2014 report
as eligible for RPS Adjustment according to the regulations. Iberdrola removed all energy quantities
associated with directly delivered energy from the total eligible quantity of RPS Adjustment (with
evidence of all REC serial numbers associated with these transactions that had been transferred to
customers and retired), and reporting the quantity of directly delivered energy as directly delivered and
not eligible for the RPS Adjustment. In the final review of its report, however, Iberdrola’s verifier
refused to accept the company’s evidence associated with its RPS Adjustment given a random sampling
of e-tags included on the WREGIS report included some e-tags associated with energy that had been
directly delivered by the renewable facility.
As stated above, Iberdrola identified such directly delivered imports and removed such imports from the
RPS Adjustment quantity, reporting such energy as directly delivered. Further, it is not possible to
match each individual e-tag with an individual REC serial number nor cleanly separate REC serial
numbers for energy that has been directly delivered due to WREGIS system limitations, including REC
serial number creation, reporting in WREGIS and the e-tag matching functionality in WREGIS.
Additionally, WREGIS Certificates are monthly instruments, created for each generation month based on
the actual generation from the asset for such month and uploaded to WREGIS. NERC e-tags are hourly
instruments created daily. Certain serial number strings on the WREGIS retirement report will inevitably
include e-tags related to energy directly delivered from the renewable resource. This shouldn’t be an
issue given an importer’s obligation to identify such directly delivered imports and remove them from
the RPS Adjustment. The screenshot below from a redacted WREGIS report demonstrates this matching
and resulting limitation.
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Once the compliance entity receives the monthly batches of RECs from Iberdrola, they need to “match”
the RECs to e-tags associated with the contract deliveries in WREGIS in order to use such RECs for RPS
compliance. The compliance entity works to match e-tags in quantities of megawatt hours that equate
to the number of RECs in a batch.
As demonstrated, requiring an exact match of REC serial numbers to megawatt quantities claimed for
RPS Adjustment is not possible given e-tags sourced from the renewable resource will inevitably be
batched with other generation sources, and such matching must be based on the monthly WREGIS
vintage, as opposed to the NERC e-tag hour-by-hour, basis. All megawatt hours associated with directly
delivered energy were reported as Specified Imports on Iberdrola’s report and removed from the
eligible quantities of megawatt hours for the RPS Adjustment to ensure no double counting or otherwise
inaccurate claims for emissions associated with imported energy. Iberdrola maintains full
documentation of all imported megawatt hours under these transactions which clearly identifies
quantities associated with the directly delivered energy and the remaining quantity claimed under the
RPS Adjustment. WREGIS reports with sufficient REC serial numbers to cover both the directly imported
quantities and the RPS Adjustment provides clear evidence which should be sufficient, despite the
impossibility of tying hourly NERC e-tags to WREGIS monthly individual REC serial numbers.
Iberdrola finds no requirement in the Mandatory Reporting regulations for matching of e-tags to RECs to
take the RPS Adjustment. §95111(g)(M) refers to “serial numbers of the RECs” and makes no mention
of e-tags. §95852(b)(4), the RPS Adjustment provision, also makes no mention of e-tags. In Section
4.3.11 of its “Electric Power Entity Reporting Requirements Frequently Asked Questions” guidance
issued April 22, 2015, the CARB stated “RECs associated with the RPS adjustment should be reported in
the REC serial tab, and should match the total number of MWh listed in the RPS.” As demonstrated
above, it is not possible to cleanly separate REC serial numbers for directly delivered energy and
assigning portions of batched REC serial number strings to the RPS Adjustment to match the total
number of megawatt-hours may result in directly delivered e-tags appearing to be attached to RPS
Adjustment REC serial numbers. Iberdrola respectfully requests the CARB remedy this issue and provide
additional, clarifying guidance to enable entities to accurately report their imported emissions in
compliance with the California Cap and Trade Regulation.
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Asset-Controlling Supplier (ACS) Power Requirement Inconsistency
Iberdrola Renewables has certain contracts which transfer the environmental attributes from all energy
from a specific renewable resource to a given counterparty. Some of these contracts include a “shaping
and firming” component which can result in energy being delivered to a counterparty from an alternate
source, but with a corresponding amount of REC serial numbers. These transactions are similar to the
contracts discussed above, but the counterparty is the importing entity and is the last PSE on the e-tag
when the energy crosses the California geographical border, not Iberdrola Renewables. A diagram of this
contractual structure follows where the “Utility” represents Iberdrola’s counterparty:

As shown, under these contracts Iberdrola Renewables buys back only the project energy – without the
environmental attributes – from the counterparty and delivers a flat block of energy to the counterparty
at a specified delivery point. The energy for each of those flat block deliveries can come from the
market, any other project owned or sponsored by Iberdrola, or the project itself. These contracts
specifically provide that Iberdrola can deliver the flat block from any of these three different sources;
Iberdrola makes no warranty whatsoever that the flat block is project energy; in fact the parties to the
contract have agreed quite the contrary. Therefore, none of these direct deliveries are pursuant to
transactions in which the requirement set forth in Section 91114(a)(4) that “seller warrants the sale of
specified source electricity from the source through the market path” is met and accordingly, pursuant
to §95111(a)(4), this energy cannot be imported electricity from specified sources. The matching of
energy from a project to a specific delivery is essentially random on an individual pre-schedule basis.
Iberdrola Renewables understood from CARB workshops on both Asset Controlling Supplier (ACS) and
specified source rules that “getting matched up on ICE” was insufficient to permit a buyer to claim a
specified source. Accordingly, Iberdrola Renewables understood the specified source warranty in the
regulation as implementing CARB’s rule to prevent this.
Iberdrola Renewables made this argument to the CARB staff to support its inclusion of any energy
directly delivered from these renewable resources as “Unspecified” given Iberdrola does not own any
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environmental attributes to the associated energy and does not warrant the sale from a specified
source. The CARB rejected Iberdrola’s argument and required Iberdrola to report all direct deliveries as
“Specified”. The CARB staff determined that despite the contracting structure, since Iberdrola controlled
the special purpose wind farms that were different corporate entities from Iberdrola, Iberdrola was
deemed the Generation Providing Entity (GPE) and was required to report all deliveries from its owned
wind resources as “Specified”. This determination seemed to focus on the corporate structure to apply
to a GPE rule that seems designed to prevent a source that was above the unspecified source from using
contracting structures to avoid reporting what would in such a case be an artificially lowered unspecified
source factor for high emitting resources to force Iberdrola to take the benefit of being a low emitting
resource away from Iberdrola’s customers. This created a significant commercial disruption given
Iberdrola’s counterparties had paid for all RECs associated with the renewable facility, rightfully owned
the environmental attributes, and were expecting to be able to utilize all REC serial numbers to support
their own RPS Adjustment. Last-minute commercial agreements had to be negotiated to enable
Iberdrola to remedy the commercial disruption and make its counterparties whole.
Iberdrola is confused by the position taken by the CARB on this matter. The situation described above is
carbon neutral and does not permit double counting. If Iberdrola had not been required to report the
deliveries as “Specified,” and instead reported the imports as unspecified at the unspecified emission
factor, the counterparties would have utilized those same REC serial numbers to support their RPS
Adjustment, Iberdrola would have purchased allowances for the unspecified source imports, and no
change to the overall reported emissions would have occurred.
Iberdrola cannot reconcile the CARB’s determination on this issue with CARB’s existing rules related to
ACS energy. In its “Staff Report: Initial Statement of Reasons for Rulemaking; Amendments to the
Regulation for the Mandatory Reporting of Greenhouse Gas Emissions” guidance issued in September
2013, the CARB determined ACS power could be marketed as “Specified” or “Unspecified” based on the
ACS entity’s arbitrary determination of which power they were selling (i.e. if a counterparty did not
agree to pay a premium for the power, it was deemed unspecified with the default carbon emissions
rate even though the ACS power they were sourcing from had a near-zero emission rate). This
determination is contrary to the application of GPE requirements on Iberdrola. Iberdrola’s
understanding that the RPS Adjustment could be taken by the buyer of the RECs if Iberdrola reported
the imported energy as unspecified would result in accurate net reporting, even if CARB disagreed with
which entity was assigned the emissions. Iberdrola believes its understanding is also consistent with the
purpose of the program itself “cap and trade,” allowing entities in the system to determine which will
pay for the emissions, so long as the overall cap is in place.
Iberdrola pointed out to CARB staff that it was at worst, seeking to take on for itself a compliance
obligation, that was increased by exactly the same amount by which its customers were benefited
through the RPS Adjustment. CARB staff replied that it would not be proper for Iberdrola to
overcomply, because the Mandatory Reporting Regulations were concerned with “accuracy.” In
contrast, to such “accuracy,” however, the current CARB rules for ACS power result in considerable
quantities of ACS-sourced power being reported as “Unspecified” with a .428 metric tons per megawatthour of carbon allocation. For Iberdrola alone, this resulted in significant quantities (more than 35% of
its total Unspecified Imports) of clean, ACS-sourced power being reported with a considerable carbon
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imputation. If the CARB were truly focused on accuracy, all ACS-source power would be reported at the
near-zero carbon emission factor to properly reflect the carbon profile of the megawatts delivered into
California. Inadvertently being “matched up on ICE” applies to California imports for Iberdrola, because
Iberdrola owns wind farms, but a requirement of forethought and intentionality for a seller warranty
applies to ACS power. This is not consistent, it is not fair, and it is not “accurate.”
Iberdrola Renewables requests the CARB revisit their regulations to ensure consistency by either
allowing entities who have sold all environmental attributes to counterparties to claim the resulting
“null” power as “Unspecified”, avoiding the considerable commercial disruption and creating no change
to the overall reported emissions, or, alternatively, rectify its determination on ACS power to stop
requiring clean, near-zero emission energy imported into California to wear a false carbon emission
profile.
Iberdrola Renewables appreciates the opportunity to comment on California Air Resources Board
Reporting Regulation and looks forward to engaging with CARB staff to implement improved regulations
which are consistent, accurate and workable for reporting entities.
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Economic, Technical & Management Consulting

Andy Van Horn, Ph.D.
12 Lind Court
Orinda, California 94563-3615
925 254-3358
andy.vanhorn@vhcenergy.com

October 5, 2015
Ms. Rajinder Sahota, Chief
Climate Change Program Evaluation Branch
Industrial Strategies Division
California Air Resources Board
1001 I Street
Sacramento, CA 95814
Re: Comments Concerning Cap-and-Trade Program Rules
I appreciate the opportunity to provide comments regarding AB 32 rule changes that are
needed to improve the efficiency of the cap-and-trade program, streamline its complex rules
and avoid adverse outcomes. The current Holding Limit and Limited Exemption rules may
encourage allowance market manipulation, rather than preventing it, and will likely lead to
increased market volatility. As the California Carbon Allowance (CCA) supply/ demand
balance tightens after 2018, allowance prices could increase very rapidly, exceeding the thirdtier allowance price containment reserve price. These effects are described in the attached
paper and analysis. Post-2020 reductions will also experience volatility under current rules.
Experience from emission trading programs around the world provides several basic lessons:
1. Over-allocation of emission allowances at the beginning of cap-and-trade programs
has led to low initial allowance prices, while at the same time enabling participants
and regulators to refine procedures and market rules, in order to achieve long-term
market goals. As emission caps become more binding, allowance prices rise.
Like other programs, California’s annual caps on greenhouse gases (GHG) and
allowance allocations have kept CCA prices close to each year’s specified price floor.
2. Emission markets (and other thinly traded markets) have exhibited significant
volatility accompanied by rapidly increasing prices that can be several times higher
than prior prices.
Both RECLAIM and the U.S.E.P.A. national SO2 allowance program have
experienced significant price spikes. In today’s cap-and-trade program California
compliance entities have acquired allowance banks, subject to holding limit and
limited exemption rules, in order to ensure compliance and accommodate year-to-year
variability in emissions and related energy markets. Undoubtedly, between 2018 and
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October 5, 2015
2030, the CCA supply/demand balance will tighten periodically and, under reasonably
likely market conditions, allowance prices could rise rapidly, as has happened in other
commodity markets, especially those with a limited number of participants.
3. Increasing the number of market participants and the size of the allowance markets
enables more efficient allowance trading that reduces overall compliance costs and
increases incentives for new and improved technologies. Of course, this is why
California has successfully expanded its program to include Quebec and, hopefully,
other future partners. This is also why the EPA’s Clean Power Plan encourages
regional programs.

Several of ARB’s existing market design elements and rules could reduce trading and cause
higher, more volatile CCA prices. These are:
1. the “one-way” Compliance Account from which allowances may not be removed,
reducing the supply available for trading,
2. the limited quantity of allowances in the Allowance Price Containment Reserve,
potentially allowing uncapped prices, if the reserve is exhausted, and
3. rules that limit allowance ownership (Holding Limits [HL] + Limited Exemptions
[LE]). Limited Exemptions are required by high-emitting firms that have annual
emissions greater than the HL, but LE are created only when a firm irrevocably
transfers CCAs into its Compliance Account.
Experimental research and auction simulations have found that tight holding limits can
substantially lower the number of allowances available for trade, lowering liquidity,
increasing volatility, and impairing the ability of traders to smooth prices over time. Hence,
ARB’s current rules may encourage market manipulation, rather than prevent it.
In order to make the AB 32 program more efficient and to provide a better model for regional
applications under the Clean Power Plan, I recommend that the Air Resources Board:
1. Add a firm price ceiling, i.e., a hard price cap, above the tier 3 Allowance Price
Containment Reserve price, thus, preventing unlimited price increases, if the limited
number of APCR allowances is exhausted.
2. Remove the “one-way” restriction on the Compliance Account to allow trading of
surplus allowances that are otherwise trapped in these accounts. This would enable more
efficient trading, especially when the CCA supply/demand balance tightens.
3. Modify the Holding Limits and Limited Exemption rules by raising the fixed annual
Holding Limit or adjusting it proportionally for the few well-known, closely monitored,
high-emitting firms, in order to permit these firms to trade surplus allowances. The
current holding limit formulas were developed and applied to markets for more widelytraded commodities, and the effects on market performance are evaluated periodically.
4. Evaluate the use of pivotal supplier tests and concentration ratios to examine current
and alterative holding limits under projected emission caps and future market conditions.
This will provide a greater understanding of the effects of these limits, which were
derived for larger established commodity markets, and could suggest appropriate
revisions to the holding limit rules.
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These proposed rule changes will help ensure that California’s cap-and-trade program is
successful and robust and will provide an improved market model that can be adopted
regionally, rather than becoming a restrictive market that might fail due to particular overly
prescriptive and complex rules.
Sincerely,
/S/
Andrew J. Van Horn, Ph.D.
Submitted by email to:
http://www.arb.ca.gov/lispub/comm2/bcsubform.php?listname=ct2016amendmentsws&comm_period=1
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California’s Cap-and-Trade Market for
Greenhouse Gas Allowances, Holding Limits
and Changes Needed to AB 32 Rules

Andrew J. Van Horn, Ph.D.
Managing Director
Van Horn Consulting
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consulting@vhcenergy.com
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ABSTRACT
In 2006, the California Air Resources Board (ARB) established a cap-and-trade market (C&T)
for greenhouse gases (GHG) under Assembly Bill 32 (AB 32). This paper reviews the AB 32
program, presents market results through 2014, and examines the background and effects of
ARB’s complex Holding Limit (HL) + Limited Exemption (LE) rules. Example compliance
strategies for hypothetical high-emitting firms show that these firms must irrevocably transfer
most of their California Carbon Allowances (CCAs) into Compliance Accounts, in order to
create enough LE to allow banking of sufficient CCAs to comply. Hence, high-emitting firms
will be able to trade only a fraction of their CCAs. If the CCA market tightens significantly,
the sequestered surplus CCAs could represent an essential supply for keeping prices down.
Through December 2014, nine quarterly auctions have been held for CCAs with different
vintages. Because the supply of current vintage CCAs exceeds covered GHG emissions, CCA
prices remained around $12/tonne until the end of 2014, when prices increased to
$12.60/tonne. The CCA supply surplus is expected to continue, provided reductions from
“complementary” measures, i.e., reductions outside the C&T program, are achieved. However,
under some potential market conditions, CCA prices could exceed the $45.20/tonne price for
allowances that would be auctioned upon request from the Allowance Price Containment
Reserve (APCR), in order to limit CCA prices.
In 2015, the AB 32 market expands beyond the electric power and industrial sectors covered
during the first compliance period, CP1: 2013-2014. More than doubling the size of the
allowance market, fuel suppliers and distributors are included in compliance periods, CP2:
2015-2017, and CP3: 2018-2020. Along with the increase in size, potential causes of higher
CCA prices and increased volatility are several existing market design features: 1) the “oneway” Compliance Account from which allowances may not be removed, reducing the supply
available for trading, 2) the limited quantity of allowances in the APCR, potentially allowing
uncapped prices, and 3) rules that limit allowance ownership (Holding Limits [HL] + Limited
Exemptions [LE]). Limited Exemptions are needed by high-emitting firms that have annual
emissions greater than the HL, but LE are created only when a firm irrevocably transfers CCAs
into its Compliance Account. Experimental research and auction simulations have found that
tight holding limits can substantially lower the number of allowances available for trade,
lowering liquidity, increasing volatility, and impairing the ability of traders to smooth prices
over time. Hence, ARB’s rules may encourage market manipulation, rather than prevent it.
In order to make the AB 32 program more efficient and to provide a better model for future
regional applications, this paper recommends that the Air Resources Board:
1) Add a hard price cap above the Allowance Price Containment Reserve prices, thus,
preventing possible unlimited price increases, if the limited APCR allowances are exhausted.
2) Remove the “one-way” restriction on the Compliance Account to allow trading of
surplus allowances that are otherwise trapped in these accounts. This would enable more
efficient trading, especially when the CCA supply/demand balance tightens.
3) Modify the Holding Limits and Limited Exemption rules by examining the fixed
annual Holding Limits and adjusting them to allow all firms to trade efficiently.

Commenti Overview

Navigate
to Table Market
of Contents
Van Horn Consulting – California’s
Cap-and-Trade
&
Needed AB 32 Rule Changes

VHC

Table of Contents
Page
ABSTRACT
1.The California Allowance Market to 2015.............................................................................1
a.
b.
c.
d.

The Cap-and-Trade Program ......................................................................................1
California’s GHG Emissions ......................................................................................3
Allowance Prices to the end of 2014 ..........................................................................3
Allowance Price Forecasts and the Allowance Price Containment Reserve..............6

2.Holding Limits, Limited Exemptions and the Compliance Account .....................................8
a.
b.
c.

Regulatory Background ..............................................................................................8
The 2010 WCI Report on Holding Limits................................................................10
California Air Resources Board Cap-and-Trade Holding Limits.............................12
1. Basis for the ARB Holding Limit Formula .....................................................12
2. ARB Limited Exemption Rules ......................................................................14

3.Example Compliance Strategies and Effects of the Holding Limit and Limited Exemption
Rules.........................................................................................................................16
a.
b.

Hypothetical Compliance Strategies for High-emitting Companies ........................16
Impacts of the ARB Holding Limit + Limited Exemption Rules.............................22

4.CPUC Purchase Limits .........................................................................................................23
a.
b.

CPUC Purchase Limit Formulas ..............................................................................23
Analysis of the CPUC Purchase Limits for a High-emitting Utility ........................25

5.Policy Recommendations .....................................................................................................26
References and Endnotes .........................................................................................................28

12/15/2014

ii
Comment Overview

Navigate
to Table Market
of Contents
Van Horn Consulting – California’s
Cap-and-Trade
&
Needed AB 32 Rule Changes

VHC

List of Figures
Figure 1.
Figure 2.
Figure 3.
Figure 4.
Figure 5.
Figure 6.
Figure 7.
Figure 8.
Figure 9.

Page
California Carbon Allowance Prices and Volumes to August 2014.................... 4
Market Simulation Group Allowance Supply Curve ........................................... 6
California Cap-and-Trade Limited Exemptions, GHG Emissions and
Allowance Dynamics for the Gold River Electric Company (2013 to 2020) .... 18
Gold River’s California Carbon Allowance Account Balances –
2% Surplus at the Ends of CP2 and CP3............................................................ 18
Gold River Allowance Account Balances with Imperfect Foresight ................. 20
Hypothetical Allowance Accounts for a Large Refiner/Fuel Distributor .......... 21
California Cap-and-Trade Limited Exemptions, GHG Emissions and
Allowance Dynamics for a Large Refiner/Fuel Distributor (2013 to 2020) ...... 21
California Public Utilities Commission CCA Purchase Limits ......................... 25
Headroom Under the ARB Holding Limit + Limited Exemptions.................... 26

List of Tables
Table 1.
Table 2.
Table 3.
Table 4.
Table 5.
Table 6.

12/15/2014

AB 32 Emission Reductions in 2020 by Program to Reach the 2020 Goal ......... 2
Auction Results for ARB’s First Five Carbon Allowance Auctions.................... 4
Auction Results for ARB’s 2014 Carbon Allowance Auctions ........................... 5
2012 CO2e Emissions from California’s Largest Emitters ................................ 10
California and Quebec’s Annual Allowance Budget .......................................... 13
Combined California-Quebec Cap-and-Trade Annual Holding Limits .............. 13

iii
Comment Overview

Navigate
to Table
of Contents
Van Horn Consulting – California’s
Cap-and-Trade
Market
&
Needed AB 32 Rule Changes

VHC

1. THE CALIFORNIA ALLOWANCE MARKET TO 2015
a. The Cap-and-Trade Program
California’s cap-and-trade program is a market-based approach that caps overall emissions of
greenhouse gases (GHG) from electricity, industrial, commercial and residential sectors and
transportation fuels. Cap-and-trade requires California Carbon Allowances (CCAs) to be
acquired, banked and surrendered for each metric ton (tonne or MT) of emissions from
facilities with carbon dioxide equivalent (CO2e) emissions over 25,000 tonnes/year. The
covered greenhouse gas emission sources contribute to services, commodities and products
produced in or delivered to California consumers.
The cap-and-trade rules operate under legislation (Assembly Bill 32, AB 32, the California
Global Warming Solutions Act of 2006) that requires monitoring, tracking and compliance
obligations for all covered sources. The first compliance period for emissions spanned two
years, 2013 and 2014. CCAs for verified emissions during this period must be surrendered by
November 1, 2015. Two subsequent three-year compliance periods are 2015-2017 and 20182020 with CCA surrender dates, November 1, 2018 and November 1, 2021. Starting in 2014,
allowances covering 30% of the previous year’s emissions must be surrendered by November
1, leaving any remainder to be surrendered in the year following the compliance period.
The cap-and-trade program, developed and administered by the California Air Resources
Board (ARB), covers 75% to 85% of statewide total GHG emissions. About 350 companies
are covered during the first compliance period (CP1), while over 700 companies will
participate in the second compliance period, CP2. During CP1, electric power plants,
refineries and other industrial facilities are the primary covered sources. In 2015, the market
expands to include fuel suppliers and distributors. In order to bring the fuels and
transportation sectors under the economy-wide umbrella, the overall CO2e emissions cap will
increase from 162.8 million tonnes (million metric tons or MMT) in 2013 to 394.5 million
tonnes in 2015, then decline by about 3.4% per year to 2020. Overall GHG emissions
decreased from 466 MMTCO2e in 2000 to 459 MMTCO2e in 2012. Although the businessas-usual (BAU) projection for 2020 is 509 MMTCO2e, the mandated AB 32 goal is 431
million tonnes in 2020, which is the level of California’s CO2e emissions in 1990. After
2020, the goal is to further reduce overall CO2e emissions by 80% below 1990 levels, but no
formal post-2020 program is in place. The first update to ARB’s Scoping Plan, released in
May 2014, discusses California’s existing programs to reduce statewide GHG emissions back
to the 1990 level and highlights the need to plan for post-2020 emission reductions.1
Contributing to GHG reductions are “Complementary” measures outside of the Cap-and-Trade
program:
•
•
•
•
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California Solar Initiative,
Mandatory Commercial Recycling,
High Speed Rail, and
Water Efficiency programs.

In order to meet the statewide emissions goal, the Complementary measures must deliver
significant reductions, as shown in Table 1. Forecasted BAU emissions in the absence of
these programs were projected to be 509 million tonnes. If the Complementary measures do
not deliver their intended reductions by 2020, the Cap-and-Trade program cap will be
adjusted, so that the statewide target of 431 million tonnes CO2e can be met.
Table 1. AB 32 Emission Reductions in 2020 by Program to Reach the 2020 Goal

By the third compliance period ARB will prepare a comprehensive energy plan to describe
California’s long-term GHG reduction goals. Among the issues this plan will address are:
•
•
•
•

Post-2020 program elements, including 2030 and mid-term emission targets,
Cost containment issues,
Integration and linkage with other geographic regions,
Compliance with EPA’s June 2014 Clean Power Plan,2 which requires reductions
from the electric power sector.

As of January 1, 2014, the California and Quebec allowance markets were formally linked.
Allowances may be surrendered to satisfy compliance obligations in one or the other
programs. The Quebec program is smaller than California’s: covered GHG emissions in
Quebec were about 82.5 million tonnes in 2010, and the 2020 cap is 69.7 million tonnes.
Business-as-usual (BAU) emissions in 2020 in the absence of Quebec’s C&T program were
projected to be about 84 million tonnes. Since Quebec’s electric power sector relies on hydroelectric resources for 95% of its generation, the marginal costs of emission reductions in the
province are expected to be higher than in California. Specific elements of the CA-Quebec
linkage agreement include:
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System Service (CITSS) accounts,

•

Linked allowance auction floor prices in U.S. and Canadian dollars,

•

Provisions for termination of the agreement,

•

Different offset location and liability/risk requirements,

•

Revised allowance holding limits for the combined markets, and

•

Allowance holding limits in both jurisdictions that are lower than the annual
allowance needs of some large emitters.
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b. California’s GHG Emissions
Reaching ARB’s 2020 emissions target of 431 MMTCO2e requires reductions below
whatever BAU emissions would have been in year 2020 without the reduction measures listed
in Table 1. Emissions of greenhouse gases covered by AB 32’s C&T program in CP1
declined from 149.95 MMTCO2e in 2012 to 144.44 MMTCO2e in 2013, a decline of 3.7
percent. Including those emissions that will be added in 2015, total verified CP1+ CP2
emissions in 2013 from 750 reporting entities were 348.48 MMTCO2e, down from 2012 by
1.5%. Although this level is below the 2018 cap and would almost meet the 2019 cap, it is
clearly subject to future fluctuations and changes. The biggest percentage change from 2012
came from the reduced emissions calculated for electricity imports from out-of-state, which
were down about 13 percent, a decrease of 5.36 MMTCO2e. Some of this reduction was due
to importing more power from “specified” emission sources that have lower emission rate
factors than “unspecified” power imports. Hence, emissions from imported power resources
represent one of the largest sources of uncertainty in calculations of covered emissions.

c. Allowance Prices to the end of 2014
After exceeding $19/tonne in July 2012, CCA prices declined in a relatively weak market to
around $12/tonne during most of 2014. Recent CCA prices reflect the belief that the supply of
current vintage allowances (i.e., V2013 or V2014 allowances) exceeds covered emissions
throughout CP1. Figure 1 shows the prices for 2013 to 2016 CCA vintages from the inception
of the CCA market in 2011. (InterContinental Exchange data.) Advance allowances, which in
2014 were for years 2015-2017, are first released to the auction market three years prior to
each vintage year and after the initial year are not auctioned again until the vintage year. After
acquisition and recording in the proper Compliance Instrument Tracking System Service
(CITSS) accounts, current and advance allowances may be traded in the secondary market.
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Figure 1. California Carbon Allowance Prices and Volumes to August 2014

Data Source: InterContinental Exchange

In November 2012, the ARB held California’s first GHG allowance auction. Nine quarterly
auctions have been held to date. Summary statistics are given in Tables 2 and 3.
Table 2. Auction Results for ARB’s First Five Carbon Allowance Auctions
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Table 3. Auction Results for ARB’s 2014 Carbon Allowance Auctions

Participation in the August 2014 auction was not robust, due to recognition that the supply of
V2013 and V2014 allowances was in excess of expected CP1 emissions. Bids for “current”
allowances only exceeded the awarded allowances by 14%, i.e., only 14% of the bids failed.3
As a result, the clearing price of $11.50/tonne was close to the 2014 annual auction reserve
price, $11.34/tonne. The August auction for V2017 “advance allowances” sold only 70% of
the offered allowances, which, therefore, cleared at the 2014 auction reserve price. In both
auctions about 88% of the allowances were purchased by firms with compliance obligations.
However, there were only 71 bidders. Indeed, by August only about 100 different firms had
submitted auction bids, despite the fact that about 360 firms were covered entities in CP1.
Many industrial firms, such as Energy Intensive, Trade Exposed (EITE) companies facing
strong competition from firms located outside California, have received free allocations of
allowances from ARB. Hence, these firms apparently did not feel the necessity to participate
in the first eight ARB auctions.
Participation in the November 2014 quarterly auction was considerably more robust. This was
the first California-Quebec joint allowance auction. Its clearing price was $12.10/tonne,
$0.60/tonne higher than in August. Probably, not coincidentally, this clearing price was the
same as the 2015 minimum annual auction reserve price released by ARB after the auction.
(Bidders could reasonably forecast the annual auction reserve price that would apply
throughout 2015 and decided that it would be a good price to bid.) Qualified bids exceeded
the number sold by 73%, indicating a robust price signal. In addition, the auction for V2017
“advance allowances” sold all offered allowances at a clearing price of $11.86 with qualified
bids exceeding the number of allowances sold by 92%, the highest percentage to date. This is
notable, because the August advance auction was undersubscribed. The increased number of
qualified bidders, 83, combined with the approach of CP2, the mandatory annual escalation of
the auction reserve price (i.e., the auction price floor), California’s ongoing drought and
economic recovery, as well as the declining annual emissions cap, all contributed to rising
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CCA prices. Of the 83 qualified bidders, 16 are responsible for emissions that begin coverage
in 2015, while 10 of these 16 also have emissions covered in CP1. This was also the last
auction to sell V2017 CCAs until 2017, when 2017 vintage allowances will next be auctioned.
The November 2014 auction demonstrated that firms with CP2 obligations are hedging
forward prices and uncertainty by banking CP2 allowances, even though the V2017 CCAs
can’t be used to comply until 2018.

d. Allowance Price Forecasts and the Allowance Price Containment Reserve
In 2014, members of the ARB’s Market Simulation Group (MSG) prepared a report discussing
the “Competitive Supply/Demand Balance in the California Allowance Market and the
Potential for Market Manipulation.” 4 Figure 2 illustrates their estimate of the marginal costs
of achieving the cumulative reductions needed under all of California’s carbon reduction
programs from 2013 through 2020. In a purely competitive market, the price of CCAs would
equal the marginal cost of achieving the last tonne of reduction needed to balance allowance
supply and demand as trades occur. The cumulative level of reductions achieved in 2020 to
satisfy the carbon emissions cap will determine where on the supply curve the last reduction in
2020 will occur. However, the reductions needed to meet the 2020 cap are uncertain, as are
the costs of reduction measures. If some measures, such as the Complementary measures
shown below at zero cost to the C&T program, do not occur, this allowance supply curve
would be shifted to the left. As a result, in order to reach the 2020 target, the GHG reductions
required to achieve the cap would have higher marginal costs, resulting in higher CCA prices.
Figure 2. Market Simulation Group Allowance Supply Curve
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As illustrated, the MSG estimated an eight-year CCA supply curve, which is quite steep
(inelastic), especially when 2020 prices exceed $11/tonne. However, the failure to achieve
only 40-70 million tonnes of emission reductions prior to 2020 could increase the estimated
allowance price quite rapidly up from the floor price to the APCR first tier price.5 The MSG
has estimated a probability distribution for potential allowance prices under numerous possible
market scenarios between 2013 and 2020. Based on its analysis, MSG projects a bi-modal
probability distribution with the most likely price paths remaining near the auction floor price
(the annual auction reserve price). Other important, but less likely, high price outcomes are
above the APCR first-tier price. In MSG’s analysis, there are relatively few scenarios with
prices mid-way between the floor price and the APCR first tier price, because the supply curve
shown in Figure 2 is so inelastic, and because the total quantity of CCAs over the period is
fixed.
Significantly, MSG assumed perfect trading of all allowances over the 2013-2020 period, as
well as no net banking of allowances by market participants.6 MSG assumed the AB 32
market will end in 2020 with no participants having a shortfall or a surplus of CCAs.
However, carbon reductions beyond 2020 have been an important element of California’s
stated goals since 2005, including an executive order by Governor Schwarzenegger.7 In fact,
banking of allowances is an element of prudent compliance strategies in all successful capand-trade markets. Banking occurs in order to account for future uncertainties, to ensure
compliance while smoothing prices over time and minimizing expected compliance costs, and
to hedge against scenarios with possibly very high allowance prices.8 To the extent that
reasonable banking strategies can be employed in California, the available supply of CCAs
would be reduced, since some CCAs will remain in banks, and prices would be higher than
estimated by the MSG.
Even though the MSG’s most likely market scenarios between now and 2020 are expected to
keep CCA prices near the rising auction floor price, there are important scenarios, even in the
absence of banking, where prices could rise quite rapidly in 2017 or in CP3.9 In scenarios
where the price does not remain near the floor, the Market Simulation Group projects that the
CCA price could rise quickly to approach or exceed the first-tier price of the APCR, which
started at $40/tonne in 2012 and escalates each year at the same annual rate as the auction
floor price.10 Moreover, if AB 32’s Complementary programs do not deliver their projected
reductions or market events happen that cause a scarcity of allowances or if normal banking of
CCAs occurs or if perfect trading does not occur, the price rise could be rapid and sustained.
If the APCR is exhausted, prices would exceed the Tier 3 APCR price, because the APCR
provides only a limited buffer supply of allowances and does not employ a hard price cap.
Clearly, there are many uncertain factors that affect the demand for allowances. Hydro and
renewables generation, emission rates for “asset-controlling suppliers,” safe-harbor resource
re-alignment (aka “resource shuffling”), and the availability of approved offsets (ARBOCs)
will each affect future CO2e emissions, CCA demand and CCA supply. These and other
factors could lead to price shocks, most likely in the years past 2017, when additional CO2e
reductions are most likely to have increasing marginal costs.
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An earlier study by William Shobe, Thad Huetteman, et. al.,11,12,13 consisted of a series of
controlled experiments with students and real-time auction simulations carried out with market
participants, energy and emissions market experts, regulators and academics. This study
indicated that California’s APCR can act effectively to influence allowance purchase
decisions. The simulations showed that the APCR 3-tiered sale mechanism influences how
traders respond to the perceived risk of future allowance scarcity. Traders who worried that a
given price-tier of APCR allowances might be exhausted in the future may buy from that tier
in advance, rather than risk not having CCAs available at that price or rather than risk noncompliance. Despite its effectiveness in auction simulations, the APCR can only contain
prices, if the APCR allowances aren’t all sold in prior auctions. The number of allowances
that can be borrowed from future vintages is limited by rule. So, once the volume of
allowances allowed into the APCR is exhausted, the price of CCAs could continue to rise
without limit. In another study, Perkis et al., (2014)14 show that price containment reserves
are not as robust as a hard limit on prices would be at limiting excess price variability.
These two studies, among others, indicate that a hard price cap would be the simplest and most
reliable means of preventing prices from flying up above the tier 3 APCR price. Given the
inelastic nature of the supply curve and the fixed total supply of allowances, adding a hard
price cap to the APCR would keep the lid on prices more reliably than the 3-tier APCR. Such
a cap would be relatively easy to design and implement, in contrast to developing even more
sophisticated ways to stock the APCR with future vintage allowances. Hence, this paper’s
recommendation is that a hard price cap should be added to the current APCR mechanism.

2. HOLDING LIMITS, LIMITED EXEMPTIONS AND THE
COMPLIANCE ACCOUNT15
a. Regulatory Background
While the APCR is intended to contain prices, several market design elements in the existing
cap-and-trade program were devised to prevent market manipulation. Despite this intent, two
of these elements, Holding Limits in combination with Limited Exemptions and the operation
of the Compliance Account, could make hair-trigger CCA price swings, up and down, quite
possible. By preventing major market participants from trading allowances, these market rules
could actually increase the likelihood of market manipulation and the likelihood that surplus
supplies will be available to dampen price swings. This section describes the Holding Limits
and the Limited Exemption rules now in effect. The next section quantifies them and
calculates potential compliance scenarios for several hypothetical high-emitting market
participants with annual emissions above the fixed annual Holding Limits.
Maintaining a fair, competitive and liquid market for CCAs is essential for the ultimate
success of AB 32.16 Because there is a relatively small number of very high-emitting firms
that must participate in the AB 32 allowance market, including Electric Distribution Utilities
(EDUs), electric power plants, factories, refineries and fuel distributors, there is concern that
some affected firms or registered financial entities (i.e., firms without a compliance
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obligation), might be able to manipulate the market for CCAs and, thus, affect the availability
and prices of CCAs and approved Air Resources Board Offset Credits (ARBOCs).
In order to minimize opportunities for firms to engage in market manipulation, the ARB has
limited the quantities of allowances that may be held at any time by any firm. The aim was to
prevent one or more firms from acquiring enough CCAs to be able to manipulate the market
price. The regulations governing the California Cap on Greenhouse Emissions and MarketBased Compliance Mechanisms are found in Subchapter 10 Climate Change, Article 5,
Sections 95800 to 96023, Title 17, California Code of Regulations. In particular, Subarticle
11: Trading and Banking, §95920. Trading defines and deals with Holding Limits:
The holding limit is the maximum number of California GHG allowances that
may be held by an entity or jointly held by a group of entities with a direct
corporate association, as defined in section 95833 at any point in time.
The holding limit is independent of the size of a covered firm’s allowance needs. Hence, a
few firms (aka “covered entities”) with large allowance requirements will be more affected by
the Holding Limits than will those firms whose annual allowance needs are well below the
Holding Limits. Recognizing this, certain allowances that are acquired by a covered entity
and placed into its Compliance Account, rather than its General Holding Account, will receive
a Limited Exemption (LE) from being counted under the Holding Limit formula. The
maximum LE is based on verified prior-year emissions for that entity and may include several
prior years of emissions, depending on the year in question. However, to qualify for the LE,
allowances must be placed irrevocably into the firm’s Compliance Account.
While the LE allows high-emitting firms to comply, market liquidity will be reduced, because
allowances placed into the Compliance Account cannot be removed and are thus not available
for trading. Knowing this is the case, other market participants would have a higher likelihood
of affecting market prices by acquiring and withholding allowances than if the allowances
trapped in Compliance Accounts were available for trading that could keep prices down.
Companies with the highest emissions in 2012 are shown in Table 4. The total emissions in
2013 from these companies were much the same as in 2012 and are expected to be lower in
2015 and subsequent years as the CO2e emissions cap declines.
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Table 4. 2012 CO2e Emissions from California’s Largest Emitters17

Given the combined annual “broad scope” emissions of these firms covered by cap-and-trade
requirements in 2015, prudent banking of allowances by each of these firms would also
remove a quantity of allowances from the market, subject to each firm’s Holding Limits +
Limited Exemptions.
Investor-owned utilities (IOUs) are also subject to the California Public Utilities
Commission’s (CPUC) annual allowance purchase limits. This study indicates will be less
binding than the Holding Limit + LE for the largest IOU, PG&E, which is the IOU with
annual broad-scope emissions above the current annual holding limits. Although the CPUC
purchase limits are less binding than the effects of ARB’s Holding Limits, there is concern
that the CPUC’s restrictions regarding brokers and exchanges used for trading and the risk
bearing/liability requirements for carbon offsets will inhibit trading, as well as discourage the
development of future offsets. As a result of these various limits, affected companies must
develop appropriate allowance acquisition strategies, as well as strategies to manage their
allowance Holding Account, the Compliance Account and Limited Exemptions, subject to all
applicable regulatory rules.

b. The 2010 WCI Report on Holding Limits
How were the current Holding Limits devised? In February 2007, California and four other
western states, Oregon, Washington, New Mexico and Arizona formed the Western Climate
Initiative (WCI). WCI, Inc. is “a collaboration of independent jurisdictions working together
to identify, evaluate, and implement emissions trading policies to tackle climate change at a
regional level.”18 In March 2010, the WCI Markets Committee distributed a report on holding
limits. This report assisted ARB in its development of the AB 32 Holding Limit regulations.19
The WCI report recommendations were principally intended to mitigate market manipulation
in the secondary allowance market,20 which involves transactions between market participants
after the initial distribution of CCAs.
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Key observations quoted from the WCI report are:
“•
•
•

•
•

•

•

•

•

Market manipulation should be a concern for cash-settled contracts such as
allowance and offset credit trading markets.
Market manipulation reduces participation in the market, inhibiting trading
volume, reducing market depth and adding to market volatility.
The size of an individual trader position relative to the size of the market or to the
size of the market float are appropriate metrics for monitoring/inhibiting market
manipulation.
Excessive trading can also be used to manipulate allowance and offset markets.
Since trading behavior changes even with the threat of market manipulations,
regulators in the allowance and offset credit markets should employ proactive
market surveillance policies.
Allowances and offset credits issued via primary market auctions and traded in a
secondary market are susceptible to manipulation in both the auction and
secondary markets.
Auction design and secondary market trading are linked. Frequent auctions with
broad-based access (and participation) can help to minimize manipulation in the
secondary market.
Extant theory on position limits requires an estimate of the price change tolerance
of the regulator and a measure of illiquidity in the secondary market for trading of
allowances. In this regard, theory is of little practical use to the nascent
(prospective) market.
Nevertheless, most derivative markets apply a form of position limits in deference
to the real and active manipulation from various market participants.”

“In this light, and in consideration of the myriad components that contribute to the
application of holdings limits, this [WCI] report recommends that the WCI Market
Committee apply position limits in the allowance and credit trading market be set as 10
percent of the lagged open interest in contracts up to 25,000 contracts and 2.5 percent
of open interest thereafter (the same metrics as applied to futures markets by the U.S.
Commodity Futures Trading Commission).”21
The report for WCI points out that, “Although disclosure and action-based manipulations
should concern market regulators, these forms are only tangentially related to holdings limits.
They link to holdings limits only in the sense that large positions largely benefit the most from
manipulative strategies, so that smaller allowance holdings limits will necessarily reduce the
prospective gains from manipulation. Market power is the primary concern of holdings
limits.”22
Several observable characteristics of a particular market may enable participants to exercise
excessive market power. Markets that approach the ideal of “perfect competition” will have
an infinite number of buyers and sellers for homogenous products, no barriers to entry,
transparent market pricing and information known to all participants, no transaction costs, and
participants that act in their own self-interest as profit maximizers.”23 Deep and wide
competitive markets, such as many commodity markets, are heavily traded and relatively more
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difficult to manipulate than markets with fewer competitors. In contrast, specific trading
restrictions applied to markets with a limited number of competitors that prevent trading of
supplies held by market participants, who would otherwise trade those supplies, can make thin
markets even less competitive. Such restrictions can make a thin market more vulnerable to
manipulation than if those restrictions were not in place. As this study discusses below,
several rules that govern firms in California’s cap-and-trade market are likely to make that
market less competitive and more vulnerable to manipulation, rather than more competitive
and less vulnerable to manipulation.

c. California Air Resources Board Cap-and-Trade Holding Limits
1. Basis for the ARB Holding Limit Formula
The Holding Limit formula applied by ARB was taken from a similar formula used by the
Commodity Futures Trading Commission (CFTC) for agricultural products. In its formula the
CFTC applies a two-tier structure to set federal limits on agricultural products: 10 percent of
the lagged open interest in contracts up to 25,000 contracts and 2.5 percent of the open
interest24 thereafter. The CFTC re-evaluates the formula’s limits each year by reviewing
market size and liquidity. Although the ARB Holding Limits formula is consistent with the
CFTC framework, which allows for higher market share in less liquid markets, because of the
relatively small size of the California allowance market, fewer participants, and the lack of
experience with this market, it is not evident that this formula will work as intended. So far,
no public review of these limits has been conducted. When compared to well-developed
commodity markets, a number of the participants in the AB 32 cap-and-trade market do not
have financial incentives to manipulate the market or even to trade actively. Regulated
entities, like Electric Distribution Utilities, would not be allowed to reap significant profits in
this market. There are further differences between the California allowance market and
widely-traded commodity markets. For example, when an agricultural product is in short
supply, the same product might be imported or more of that product can be produced or a
substitute might be purchased. This is not the case with the fixed total quantity of CCAs
required for compliance.
As discussed earlier, California’s GHG allowances are given a vintage for a particular
emission Budget Year. Current year allowances can be surrendered to satisfy GHG emission
compliance obligations for any year in a current or future compliance period. Advance
allowances, however, cannot be applied to cover any emissions that occur prior to the vintage
year specified for that particular allowance. In an allowance’s designated vintage year an
Advance/Future allowance becomes a Current allowance. California’s two-tier Holding
Limits formula is applied separately to two categories of allowances distinguished by vintage:
Current year/prior year and Advance/future year allowances.
The ARB formula defines “lagged open interest” as the Base = 25,000,000 allowances and
“open interest thereafter” as (Annual Allowance Budget – Base). In each year the formula is
applied to all the combined allowances held in a firm’s accounts that are of current and prior
year vintages, along with allowances from any vintage purchased from the Allowance Price
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Containment Reserve and Advance Allowances that have become Current after purchase.
That is to say, an Advance Allowance for 2016, V2016, purchased in 2013, will become a
Current Allowance in 2016, subject to the applicable Holding Limit for Current Allowances.
The Annual Allowance Budget in the formula is the Budget for the current year given in
Table 5, which shows the limits for the combined California and Quebec markets.
Table 5. California & Quebec’s Annual Allowance Budget

2013
2014

California
Allowance
Budget
(Million Tonnes
of CA-Quebec
Carbon
Allowances)
162.8
159.7

Quebec
Allowance
Budget
(Million
Emission Units
of Carbon
Allowances)
--23.2

2015
2016
2017
2018
2019
2020

394.5
382.4
370.4
358.3
346.3
334.2

65.3
63.19
61.08
58.96
56.85
54.74

Budget
Year

First
Compliance
Period
Second
Compliance
Period
Third
Compliance
Period

Total Annual
Allowance
Budget
(Million
Tonnes)
162.8
182.9
459.8
445.59
431.48
417.26
403.15
388.94

The allowance budget jumps up significantly in 2015, when the scope of emissions covered by
cap-and-trade increases. The “cap” then declines each year, as the Annual Allowance Budget
is reduced.
For all Advance Allowances the same formula is applied, but the formula applies to each
single future year’s vintage of allowances using each year’s Annual Allowance Budget from
Table 5. An entity may not hold more than the formula’s specified amount of Advance
allowances for each future year’s vintage. When an Advance allowance becomes a Current
Allowance, it is included in the Holding Limit calculation for Current vintages.
The final ARB formula, based on discussions with Western Climate Initiative states, is:
Holding Limit = 0.1*Base + 0.025*(Annual Allowance Budget – Base)
in which:
“Base” equals 25 million metric tonnes of CO2e.
“Annual Allowance Budget” is the number of allowances issued for the
current budget year.25
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Table 6. Combined California-Quebec Annual Holding Limits
Year
2013
2014
2015
2016
2017
2018
2019
2020

Holding Limit (tonnes)
5,945,000
6,447,500
13,370,000
13,014,750
12,662,000
12,306,500
11,953,750
11,598,500

The Holding Limits apply to all allowances combined in the General Holding Account, the
Compliance Account and the Exchange Account, except for allowances held temporarily by
trading intermediaries, such as brokers and trading firms. Penalties may be assessed when the
holding limit is exceeded.
2. ARB Limited Exemption Rules
As was shown above in Table 4, certain high-emitting firms will have annual compliance
obligations after 2014 that are significantly in excess of the specified Holding Limits shown in
Table 6. For example, Chevron has total expected CP2 emissions of about 42 million
tonnes/year, and SoCalGas is responsible for about 23 million tonnes/year. These companies
along with the other firms listed in Table 4 with annual emissions above the Holding Limits
are the firms that will be most affected. These are also firms that should be trading
competitively in order for the allowance market to function efficiently. In order to acquire and
bank sufficient allowances each year and comply at the end of each compliance period, these
firms must create Limited Exemptions by putting CCAs into their Compliance Accounts. At
present, the allowances placed into the Compliance Account are not removable, except when
they are surrendered to meet the compliance deadlines by or before November 1, 2015, 2018
and 2021. Thus, while the Limited Exemption is essential for larger emitters to prudently
bank allowances over time, each allowance that contributes to the LE must be sequestered and
made unavailable for trading in the allowance market.
The Limited Exemption is calculated based on Article 5 of the regulations.26 On July 1, 2014
the maximum limited exemption was the sum of the annual emissions data reports received by
ARB from the firm in 2012 (most likely 2011 emissions) and 2013 (most likely 2012
emissions) that received a positive or qualified positive emissions data verification statement
for those emissions that generate a compliance obligation. On November 2, 2014 the
maximum limited exemption was increased by the amount of emissions contained in the
emissions data report received in 2014. Each subsequent November 2, the maximum LE will
be increased by the prior year’s qualified emissions, but on November 2, 2015, covered
emissions from 2013 and 2014 will be removed from the LE calculation. In the year following
CP2 and CP3 the limited exemption will also be reduced on November 2 by the sum of each
entity’s compliance obligation over the just-completed compliance period.
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Notably, verified emissions from both 2011 and 2012 can continue to contribute to the
maximum LE throughout all three compliance periods. Nevertheless, sufficient allowances
must remain in the Compliance Account to maintain the actual Limited Exemption at a
particular time. Thus, the LE will fluctuate in size as allowances are transferred in to increase
the LE and out for compliance, as the analysis in the following section demonstrates. The
important transactions on November1 and 2 each year are likely to cause additional variations
in allowance market liquidity and prices as market participants adjust their accounts.
Moreover, purchasing a quantity of allowances to establish an allowance bank/compliance
cushion equal to two year’s emissions may not be economically or administratively feasible,
given the large quantities of allowances needed by large emitters. Given that covered entities
other than EDUs may only purchase 15% of the allowances in each auction until 2015, when
the auction purchase limit is no longer in effect, it could be difficult for industrial firms with
large post-2015 needs to acquire an immediate bank via auction purchases. Until the LE is
created and grown by adding allowances to the Compliance Account up to the allowable
maximum LE, the Holding Limits (HL) shown in Table 6 apply.27 (As described earlier, the
HL + LE limit (the Current Limit) applies to all current year and prior year allowances, aka
“current allowances,” while the Advance Limits apply to “advance allowances” of each
vintage, as described above.)
Even though the Investor-owned utilities (IOUs) could purchase up to 40% of the allowances
in auctions held before 2015, when the purchase limit is no longer in effect, the CPUC annual
Purchase Limits restricts the rate at which allowances and offsets can be acquired. In general,
utilities will try to procure allowances to create a least-cost, least-risk bank that will ensure
compliance under a variety of future scenarios.
In 2015, the AB 32 cap-and-trade market scope and allowance budget expands to cover
suppliers and users of natural gas, RBOB,28 distillate fuel oils, LPG & transportation fuel
distributors. Although Chevron’s Richmond oil refinery is covered in CP-1, emitting about 4
MMT GHG annually, in 2015 Chevron and other refiner’s transportation fuel products will
become subject to the cap. Because the GHG emissions associated with fuel distribution are
not covered in CP-1, large fuel distributors and other CP-2 entities will not be able to take
advantage of a Limited Exemption associated with CP-2 obligations during CP-1.29
However, the maximum Limited Exemption will be increased on January 1, 2015 to include
2013 emissions associated with the expanded scope of coverage in CP-2 for all covered
entities with compliance obligations in CP-2. On November 2, another prior year’s emissions
can be added to the LE. So, on November 2, 2015 the maximum limited exemption can
include qualified expanded scope emissions from both 2013 and 2014. Here again, CP-2
covered entities will only be able to take advantage of their own Limited Exemptions by
placing allowances into their Compliance Accounts.
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3. EXAMPLE COMPLIANCE STRATEGIES AND EFFECTS OF THE
HOLDING LIMIT AND LIMITED EXEMPTION RULES
a. Hypothetical Compliance Strategies for High-emitting Companies
In the first compliance period, CP1, about 360 companies need to acquire and manage CCAs
and ARBOCs to comply with the cap-and-trade requirements of AB 32. Firms with annual
emissions near to or above the ARB Holding Limits must pay close attention to managing
their Holding and Compliance Accounts, in order to create a Limited Exemption (LE) large
enough, so that the allowances held in these accounts don’t violate the Current Limit. The
Current Limit for each firm is defined as equal to this year’s Current Allowance Holding Limit
shown in Table 6 + each firm’s Limited Exemptions at a particular time. Figure 3 below is a
compliance strategy for a hypothetical electric utility. It shows the annual Holding Limit
(HL), which is the same for all firms. It also shows the sum of HL + LE in each year, as
allowances are acquired and transferred from the electric utility’s Holding Account into its
Compliance Account to create the LE. Some allowances remain in the Holding Account and
could, in principle, be traded. The Current Limit applies to the sum of all Current allowances
in both the Holding Account and the Compliance Account. (These are allowances with a
vintage in the current year or in a prior year.) In addition, Advance Allowance Holding Limits
(referred to here as the Advance Limits) apply to each vintage of Advance allowances.
Managing the transfer of allowances into the Compliance Account, while building an
allowance bank to keep some Current allowances available to accommodate uncertainties and
to allow some trading from the Holding Account, will be a complicated exercise for
companies with emissions above the ARB Holding Limits. These high emitting companies
will necessarily be high volume participants in the CCA market, and their collective behavior
will affect transaction volumes and prices. Hence, their trading activity will affect the overall
supply and demand balance and liquidity in the market at any given time.
To understand the effects of the ARB Holding Limits (Current and Advance) and the CPUC’s
annual purchase limits, as well as to examine potential allowance acquisition and transfer
strategies, the California Allowance Strategy Calculator was developed in an Excel
spreadsheet. Potential allowance acquisition and compliance strategies were examined for
hypothetical companies and emission scenarios.30 The CA Allowance Strategy Calculator
calculates, checks and updates the Current Holding Limit + Limited Exemption (the Current
Limit) and the Advance/Future Holding Limits (the Advance Limits) each year against userselected allowance acquisitions into the Holding Account and transfers to the Compliance
Account. In practice, each transaction throughout a year must comply with the accounting
rules and be checked against the relevant limits.
In general, the ARB holding limits and the CPUC purchase limits are not likely to
significantly alter or affect the allowance buying and selling strategies employed by
companies with emissions well below the Holding Limits. However, for companies with
substantial CCA obligations, the ARB holding limits will have a decided constraining effect
on allowance acquisition, banking, and trading strategies. For large firms the [Holding Limit
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plus concurrent Limited Exemptions], referred to here as the Current Limit, will require most
of their current and prior year allowances to be placed into their Compliance Accounts,
preventing a significant number of allowances from trading. The “one-way” nature of the
Compliance Account will, thereby, diminish the flexibility of large companies to access the
C&T market, reduce allowance market liquidity, increase volatility and potentially increase
prices.31
The results described below for a large hypothetical investor-owned utility firm, Gold River,
and for a large hypothetical “Refiner/Fuel Distributor,” indicate that similar firms in
California, such as those listed in Table 4, will encounter constraints in implementing their
allowance purchase, trading and management strategies. These constraints may not serve their
intended purpose, such as to prevent market manipulation. In fact, these rules may act in a
counterproductive fashion, since a potential manipulator will know that surplus supplies of
allowances are trapped in Compliance Accounts, magnifying attempts to withhold allowances
in a market with already inelastic supply.
Figure 3 shows a compliance strategy for the hypothetical Gold River Electric Utility
Company. The dashed blue line shows its projected declining emissions obligation between
2013 and 2020. In this case Gold River’s GHG emissions are reduced from 14.7 million
tonnes in 2013 to 11.9 million tonnes in 2020. The solid orange line reflects the jump up in
the annual Holding Limit in effect in California, before Quebec joined, when the scope of
California’s cap-and-trade market was to expand in 2015, and then decline to 2020. (See
Table 6 for the somewhat higher limits now in effect.) The purple dotted line shows the total
of all Current (current year and prior year) allowances held in each year, which must lie below
the applicable Current Limit, indicated by the solid blue line. The Current Limit moves up
and down as allowances are added to or surrendered from the Compliance Account. The yearend balances shown here reflect the increase in the maximum Limited Exemption each
November 2 to add qualified emissions from the most recent emissions report submitted by
that firm. The LE also decreases on November 2, 2015 and 2018, reflecting the allowances
surrendered for compliance on or before the day before, November 1.
Figure 4 shows the quantities of CCAs held in Gold River’s Holding Account and its
Compliance Account at year-end. In this calculation, the Compliance Account contains only
Current allowances, while the Holding Account contains both Current and Advance
allowances. A separate HL applies each year to Current and Advance allowances, although
the same HL applies to all market participants, regardless of their emissions. The maximum
Limited Exemption is unique for each firm and depends on prior year emissions. Although the
maximum Limited Exemption is a straightforward calculation that changes each November 2,
the actual exemption from the HL that applies at any given time is determined by the number
of allowances present in the firm’s Compliance Account.
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Figure 3. California Cap-and-Trade Limited Exemptions, GHG Emissions and
Allowance Dynamics for the Gold River Electric Company (2013 to 2020)

Figure 4. Gold River’s California Carbon Allowance Account Balances –
2% Surplus at the Ends of CP2 and CP3

In general, firms in allowance markets will acquire a bank of allowances sufficient to cover
future uncertainties in emissions, while minimizing the costs of compliance. In the
hypothetical case illustrated in Figures 3 and 4 Gold River acquired 96 % of its 29.1 million
tonne CP1 need by December 31, 2014, the rest in 2015. (4.4 million tonnes were retired on
November 1, 2014, the rest in 2015.) In CP2 it acquired 102% of its CP2 need by the end of
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2017, carrying over a bank of 2% of its total CP2 need into CP3. Similarly, by December 31,
2020, Gold River is projected to have a 2% surplus over its CP2 need. Annual fluctuations in
utility emissions can exceed 20 percent, so a 2% surplus does not really provide an adequate
bank to hedge future compliance obligations and prices. It should be noted that in the U.S.
SO2 allowance market many electric utility companies carried large banks, developed
primarily to serve their own future allowance needs and to minimize the risks of noncompliance. Similarly, it is likely that cap-and-trade firms in California will buy and hold
allowances with a primary objective to meet their own emissions obligations and to
accommodate uncertainties by maintaining a bank of CCAs. With rising prices driven by the
mandated escalation of the auction price floor, acquiring a reasonable bank of allowances
early in the program should be part of many firm’s least-cost, low risk strategy.32
The up and down movement of the account balances shown in of Figure 4 is driven by a) each
year’s requirement to surrender enough CCAs to cover at least 30% of last year’s emissions,
b) by the need to transfer allowances to the Compliance Account in order to capture and keep
the Limited Exemption for a growing number of allowances, and c) to comply in 2015 and
2018, after the end of the prior compliance period. During each compliance period the Gold
River Company plans its allowance bank to ensure compliance with the Holding Limit + LE.
On November 2, 2015 (and 2018) the maximum available LE is increased by verified
emissions from 2014 (2017) and reduced by the number of allowances surrendered to cover
the emissions obligation from the prior compliance period. The number of allowances held in
the Compliance Account during October 2015 (2018) increases the Current Limit to its largest
value, which is reached by November 1, 2015 (2018), and then drops on November 2, to
reflect the allowances surrendered on November 1.
It should be noted that Figures 3 and 4 result from perfect foresight and smoothly declining
emissions in each future year, as well as perfect knowledge of allowance prices. For large
emitters, maintaining an appropriate number of Limited Exemptions by transferring
allowances to the Compliance Account may not be easy, particularly if the paths of emissions
and allowance prices fluctuate up and down, and if surpluses in allowance accounts occur in
some years with deficits in others.
Figure 5 illustrates what imperfect foresight could bring to the Gold River compliance plan.
In this case, annual emissions are the same as in the previous example, but Gold River gets a
later start in acquiring emission allowances. By December 31, 2014, 83% of its first
compliance period allowance need had been purchased. As a result, Gold River was a buyer
throughout 2013 and 2014 with a limited ability to create sufficient Limited Exemptions to be
able or desire to sell allowances in 2015. By the end of CP2, 2017, it acquires a surplus of 5%
above its CP2 need, which enables CCA trading in 2018. But by 2019, Gold River has to put
all its purchases into the Compliance Account, in order to satisfy its 2019 retirement obligation
and in 2021, the remainder of its CP3 emission obligations, which are 36.7 million tonnes.
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Figure 5. Gold River Allowance Account Balances with Imperfect Foresight

Similar behaviors exhibited by the firms in Table 4 can significantly affect market prices and
market volatility, due to their magnitude relative to the overall market size and the number of
transactions at a given time. Indeed, the acquisition of reasonably sized banks, perhaps over
15% of one year’s compliance obligation, would be reasonable for many firms, depending on
future uncertainties in forecast emissions and future CCA price escalation. Prudent banking
by many firms, large and small, will affect the availability and price of allowances illustrated
in Figure 2, which includes no banking. (Even if it is economically attractive, it might be
difficult for high-emitting firms to maintain prudently sized banks and still satisfy the complex
Holding Limit + Limited Exemption rules.)
In another simulated case, Gold River’s emissions grew during CP2 above the CP1 level. To
cover the increased emissions, Gold River placed more allowances into the Compliance
Account, reducing its ability to trade during CP2. Gold River could have petitioned to
increase its maximum Limited Exemption to partially alleviate the acquisition of its increased
need for CCAs. Nevertheless, as Gold River did in this example, it is unlikely that all firms in
California’s cap-and-trade market will execute the complex rules with perfect foresight. The
result for those firms will be a paucity of allowances for sale.
The effects of Holding Limits and Limited Exemptions on large fuel distributors that enter the
market in 2015 can be more pronounced. The allowance account balances for one compliance
strategy are shown in Figure 6 for a hypothetical refiner/fuel distributor with emissions
obligations that increase from 9.2 million tonnes per year in CP1 to about 39.2 million tonnes
in CP2. These emissions and allowance dynamics are illustrated in Figure 7. In 2013 through
2015, this company must acquire substantial allowances to cover its emissions and then to
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place most of them in the Compliance Account to create Limited Exemptions large enough to
cover the firm’s allowance requirements. As can be seen, this firm’s annual allowance needs
are substantially above the fixed Holding Limits, used in this California-only analysis, which
were around 11 million tonnes/year.
Figure 6. Hypothetical Allowance Accounts for a Large Refiner/Fuel Distributor

Figure 7. California Cap-and-Trade Limited Exemptions, GHG Emissions and
Allowance Dynamics for a Large Refiner/Fuel Distributor (2013 to 2020)
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For the first time in 2016, a small fraction of this firm’s CCAs can be kept in its Holding
Account and, thus, be made available for sale in the secondary market. Similar effects occur
under today’s combined California-Quebec limits, which were derived using a formula that
has been applied to other commodity markets with more participants and differing incentives.
In general, well-managed allowance accounts and good timing of allowance purchases will
enable most high-emitting firms to keep allowances available for trading up to or near to the
Holding Limit in each year, i.e., up to 6 million tonnes in CP1 and about 11 million tonnes in
CP2 and CP3. Given that the hypothetical firm illustrated in Figure 7 must obtain in excess of
35 million allowances each year, there is a large asymmetry in its ability to acquire allowances
and its ability to sell allowances.33 Nevertheless, firms with annual emissions above the
Holding Limit will have to sequester the majority of their Current allowances in non-tradable
Compliance Accounts, thus, significantly reducing potential trades of possible allowance
surpluses (for example, if a refinery is shut down for a year) and, hence, restricting supplies
that should be available to all market participants.

b. Impacts of the ARB Holding Limit + Limited Exemption Rules
Overall, ARB’s holding limits mean that large emitters can always be allowance buyers,
subject to creating and maintaining the correct balance of Limited Exemption allowances in
their Compliance Accounts. However, as the complex rule is written, a significant quantity of
potential surplus CCAs will be kept away from the market, even if market prices or the firm’s
emissions dictate that a firm should sell its surplus allowances. In most scenarios, where
allowance prices remain near the price floor, the constraints imposed by existing Holding
Limit and LE rules on the behavior of large emitters should have only a small impact on
market liquidity and prices. However, in scenarios with rising prices during CP3, the
significant supply restriction on high-emitting companies could have deleterious effects on
allowance market prices and on the resulting western U.S. electricity prices.
Another implication of the existing Holding Limits relates directly to the primary purpose of
having holding limits in the first place: to prevent market manipulation. In fact, reducing the
ability of high-emitting firms to sell surplus allowances increases the likelihood that other
firms could successfully manipulate the market. Because of the rules, a firm wishing to
manipulate the market by withholding allowances would know in advance that potential
surpluses from high-emitters cannot be returned to the market. Moreover, prudent banking of
allowances by many firms in combination with the mandatory sequestration of some
allowance supply for all high-emitting allowance holders will put the market supply/demand
balance nearer to or even well-up the steep portion of the allowance supply curve shown in
Figure 2. In this case, CCA prices could increase rapidly. Knowing that holders of large
inventories of allowances are restricted from selling freely could increase the incentive for
others to deliberately withhold allowances from the market.34
Overly complex rules and regulations can inhibit the efficient operation of any market, but
particularly when supply is fixed and the number of consumers and total market participants is
relatively small. My own rule of thumb is: “A market becomes overly complex, less efficient
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and over-regulated, when the number of market rules and restrictions exceeds the number of
market participants.” Unfortunately, this is the case with California’s AB 32 cap-and-trade
market.
In summary, the studies described in this paper demonstrate that:
1) Managing Limited Exemptions and complying with the Holding Limit + Limited
Exemption rules will be an essential, but complex, consideration in allowance purchase
and sale decisions by all large emitters.
2) As now designed, the Limited Exemption rules in combination with current annual
Holding Limits will reduce market liquidity by requiring allowances to be placed into
the Compliance Account from which they cannot be removed.
3) Given the steep marginal costs of allowances illustrated by the Market Simulation
Group’s curve in Figure 2, it is plausible that potential reductions in trading volumes
caused by the existing Holding Limit + Limited Exemption rules in combination with
“one-way” Compliance Accounts will have adverse impacts on prices.
4) In addition, the existing Holding Limit + Limited Exemption rules will unnecessarily
increase market volatility and could impair an otherwise efficient market from being
able to dampen rapid, “hair-trigger” movements in allowance trading volumes and
prices.
The large emitters that are most affected by the existing Holding Limit and Limited
Exemption rules are well-known, highly visible firms. The allowance transactions of these
companies will be closely monitored, even if there are less restrictive Holding Limits +
Limited Exemption rules.
The existing Compliance Account rules will permanently remove surplus CCA supplies that
should be available in a well-functioning cap-and-trade market. The “one-way” nature of this
account places asymmetric restrictions on large-emitters with annual emissions above the
Holding Limit and renders most of their Current Allowances unsaleable. High-emitting firms
should be among the active traders needed to ensure a well-functioning allowance market.
Hence, one of this study’s recommendations is that the Compliance Account rules should, at
least, be changed to allow the removal and sale of allowances from the Compliance Account.

4. CPUC PURCHASE LIMITS
a. CPUC Purchase Limit Formulas
In addition to ARB regulations, California Investor-owned Utilities must comply with
regulations promulgated by the California Public Utilities Commission (CPUC). In 2012, the
CPUC put forward its Direct Compliance Obligation Formula, which calculates the maximum
quantity of compliance instruments that an IOU is allowed to purchase in each current year,
including carbon allowances (CCAs) and approved offsets (ARBOCs).35 The formula applies
to all vintages of allowances combined. The purchase limit formula is estimated for each year
by each IOU assuming perfect forecasting of emissions out to 2020. It incorporates a
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forecasting approach that increases base case expected emissions forecasts by using a higher
than expected market heat rate for production simulations. The CPUC approach is intended to
allow some cushion for procuring allowances above the anticipated need. Although the higher
emission forecasts under the CPUC’s methodology are probably about 20% to 30% higher
than base case forecasts, low hydro-year scenarios, nuclear plant outage scenarios and high
electric demand growth scenarios could all contribute to even higher future emissions. An
IOU’s forecast can be changed, if the IOU provides updated analysis and submits an Advice
Letter to the Commission.
Under the CPUC framework, IOUs would not be allowed to purchase allowances or offsets
with vintages more than 3 years from the current year.36
The formula is as follows:
“Lcy = A + (100% * FDcy) + (60% * FDcy+1) + (40% * FDcy+2) + (20% * FDcy+3), where
“L” is the maximum number of GHG compliance instruments an IOU can purchase for
purposes of meeting its direct compliance obligation.
“A” is the utility’s net remaining compliance obligation to date,” calculated as the sum of the
actual emissions for which the utility is responsible for retiring allowances (or purchasing on
behalf of a third party) up to the Current Year, minus the total allowances or offsets the utility
has purchased up to the Current Year that could be retired against those obligations. This term
in the calculation ensures the IOUs are always able to buy sufficient allowances to cover any
prior years’ shortfalls, given that actual emissions may end up being less than forecast and/or
prior decisions about how much procurement to do.
“FD” is the utility’s forecasted compliance obligation”, the projected amount of emissions for
which the utility is responsible for retiring allowances, or responsible for purchasing on behalf
of a third party, calculated using an implied market heat rate (IMHR) that is two-standard
deviations above the expected IMHR consistent with an approach described by PG&E.
“cy” is the current year, i.e., the year in which the utility is transacting in the market.
Should the above equation result in a negative number in a given year, the utility’s Direct
Compliance Obligation Purchase Limit for that year should be set at zero.”
The CPUC also promulgated a Financial Exposure Purchase Limit to limit the quantity of
GHG compliance instruments that can be purchased to hedge financial exposure. This
formula requires an estimate of the utility’s financial exposure to GHG costs expected to be
embedded in the price of energy over and above the costs of meeting the Direct Compliance
Obligation. As such, the allowable purchases under this formula are expected to be less than
under the Direct Compliance Obligation formula. The sum of both formulae constitutes the
CPUC annual purchase limit. Since these formulae limit the rate and quantity of allowances
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that can be purchased, the CPUC purchase limits could also act as a de facto holding limit for
IOUs with annual emission obligations less than the annual Holding Limit.37

b. Analysis of the CPUC Purchase Limits for a High-emitting Utility
The CPUC purchase limits for a hypothetical, high emitting Investor-Owned Utility were
analyzed as part of the example compliance strategies previously described. The selected
compliance strategies did not conflict with CPUC purchase limits in any of the cases that were
examined. Figure 8 illustrates one of the cases for the Gold River Electric Utility Company.
Figure 8. California Public Utilities Commission CCA Purchase Limits

The CPUC’s annual purchase limit formula includes a term that reduces the quantity of
allowance purchases permitted in a given year. This term depends on the current and prior
year allowances banked up to the current year and the forecasted emissions that must be
covered. From examining a number of possible compliance strategies, potential CPUC
limitations to the quantity of allowances purchased are more likely to occur in the first year of
each compliance period, when allowance banks are being built or replenished. Whether or
not the CPUC purchase limit will ever be binding depends on the size of each IOU’s emission
obligation, its allowance bank and the cushion needed to minimize the risks of noncompliance, while procuring allowances at least-cost.
This analysis suggests that the CPUC purchase limits will not be as binding as the ARB
Holding Limits on the highest emitting investor-owned utility, PG&E. A principal reason for
this is that the CPUC’s methodology for setting purchase limits, as described above, uses IOU
emission forecasts that are 20 to 30% above the forecasted base case, i.e., the “expected,” most
likely emissions. The CPUC’s recognition of future uncertainties enables its purchase limits
to permit a greater degree of allowance banking than the ARB’s Holding Limits + Limited
Exemptions will allow. Figure 9 shows the more limited headroom available under the ARB’s

12/15/2014

25
Comment Overview

Navigate
to Table
of Contents
Van Horn Consulting – California’s
Cap-and-Trade
Market
&
Needed AB 32 Rule Changes

VHC

holding limits. Thus, in normal circumstances, the CPUC purchase limits should provide
adequate headroom to permit IOUs to purchase a reasonable quantity of allowances to satisfy
their compliance obligations and accommodate some uncertainties. However, to the extent
that a utility’s annual emissions exceed the ARB Holding Limits, the economics of banking
allowances (rather than making spot market purchases), and other considerations will affect
allowance purchase strategies.
Figure 9. Headroom Under the ARB Holding Limit + Limited Exemptions

5. POLICY RECOMMENDATIONS
When the Global Warming Solutions Act was passed in 2006, California recognized that it
could not provide the CO2e emission reductions needed to slow global warming by itself.
Now, in late 2014, the cap-and-trade market for California Carbon Allowances (CCAs) is
successfully up and running. However, in 2015 the market will more than double in size.
California’s market design is evolving, in order to keep the market operating smoothly and to
achieve the targeted emission reductions in a manner consistent with other state policies.
California has pursued linkages with other jurisdictions, notably the states in the Western
Climate Initiative and several provinces in Canada. As of January 1, 2014, Quebec and
California formally linked their programs, and the first joint allowance auction was held on
November 25, 2014.38 California also has agreements for varying degrees of cooperation with
Australia, China, Peru, Israel and Mexico. In a major announcement in June 2014, the U.S.
EPA proposed its Clean Power Plan for existing electric power plants. The proposal
encourages states to develop regional “Best Systems of Emissions Reduction,” which can
include multi-state cap-and-trade programs.
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Since its inception, a primary objective of the AB 32 program has been to develop a market
design that could be extended to multiple states and, potentially, to the entire U.S. The timing
of EPA’s Clean Power Plan and the 2015 jump in scope in California’s program offer a timely
opportunity for California to simplify some of its complex regulations and cap-and-trade rules,
in order to make these rules more workable and to allow California’s market design to be more
easily adapted for a multi-state program.39
This paper has discussed the potential effects of three important elements of California’s capand-trade rules:
1.) The Allowance Price Containment Reserve,
2.) The Compliance Account, and
3.) Holding Limits and Limited Exemptions.
Reasonable modifications to these rules will
•

Enable the cap-and-trade market operate more smoothly with fewer complications,

•

Help avoid future price run-ups and volatile behavior,

•

Reduce the likelihood of market manipulation, and

•

Make these rules more attractive as the basis for a regional market design that
could satisfy EPA’s Clean Power Plan.

This paper recommends that the Air Resources Board:
1) Add a hard price cap to the Allowance Price Containment Reserve, in order to
prevent possible unlimited price increases. Such uncapped price run-ups could
happen, if the APCR reserve of allowances is exhausted. A consequence of the
inelastic supply and fixed total quantity of allowances is the potential for rapid
price increases. These factors all suggest that a hard price cap would be a helpful
backstop to the APCR.
2) Remove the “one-way” restriction on the Compliance Account, in order to allow
removal and trading of allowances that are otherwise trapped in these accounts.
This will enable more effective and efficient trading, especially when the CCA
supply/demand balance tightens.
3) Modify the overly-complicated rules governing Holding Limits and Limited
Exemptions. Perhaps, simply raise the current annual Holding Limits or adjust the
limit for the very few, already highly monitored firms with annual emissions above
the current fixed annual holding limits. Examining pivotal supplier tests and
concentration ratios under potential future market conditions may assist the Air
Resources Board in making appropriate revisions to the holding limits that will
enable the market to function properly, after 2018 and again after 2020, when the
annual emissions cap will decline more rapidly to reach the 2030 emissions goal.
Although the Holding Limit rules won’t directly affect most market participants,
the restrictions imposed on the largest emitters will reduce CCA market liquidity,
lower the transparency of market prices and increase market volatility. As the
market tightens, removing the ability of large emitters to trade their surplus CCAs
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could lead to rapid, hair-trigger excursions in CCA prices and might even
encourage the very market manipulation that the holding limits are intended to
prevent.
By changing the rules to make the AB 32 cap-and-trade market less complex, California’s
market design will become more efficient and workable on a multi-state scale. Given the
interest in regional markets sparked by EPA’s Clean Power Plan, California’s GHG reduction
program is on the cusp of achieving one of its intended goals, which is to become a model for
a regional cap-and-trade program. A successful program that encompasses a broader
geographic area will be able to reduce more CO2e emissions than are now covered by the
California-Quebec program and to achieve expanded reductions at a lower cost per tonne of
CO2e reduced.
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Public Notice for Sector-Based Offsets Workshop
ARBCOMBO -- NOTICE FOR OCTOBER 28, 2015 CAP-AND-TRADE WORKSHOP ON SECTORBASED OFFSETS

Posted: 15 Oct 2015 17:00:04
Air Resources Board (ARB or Board) staff invites you to participate in a public workshop
on October 28, 2015 to discuss the potential for including international, sector-based
offset credits in the Cap-and-Trade Program.
Wednesday, October 28, 2015
10:00 am – 4:00 pm
Byron Sher Auditorium
CalEPA Headquarters Building
1001 I Street
Sacramento, California 95814
Webcast: http://www.calepa.ca.gov/Broadcast/
Purpose of Workshop
On October 2, 2015, ARB staff held an initial workshop to discuss the scope and
regulatory schedule for potential amendments to the Cap-and-Trade Regulation for the
third compliance period and the post-2020 program. Sector-based offset crediting was
one of the topics described in the scope of these potential amendments. The October
28, 2015 workshop will commence the public process to evaluate potential next steps
for considering the potential to include international, sector-based offset credits issued
by subnational programs designed to reduce emissions from tropical deforestation and
forest degradation within the Cap-and-Trade Regulation.
In preparation of the October 28, 2015 workshop, ARB staff will release a white paper
describing the importance of the tropical forestry sector for addressing climate change,
the history of California’s engagement on this topic, including with the Governors’
Climate and Forests Task Force (GCF), the relevance to California, and possible steps
needed to develop potential regulatory amendments related to tropical forest sectorbased crediting programs. The white paper will also include an initial analysis of a set
of recommendations provided to ARB by the REDD Offset Working Group in 2013. This
white paper, along with the REDD Offset Working Group recommendations and other
materials will be made available at noon on Monday, October 19, 2015 at
www.arb.ca.gov/cc/capandtrade/sectorbasedoffsets/sectorbasedoffsets.htm.
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The tentative schedule for the October 28 workshop is as follows:
10:00 am – 12:00 pm
General Overview and Discussion of White Paper
1:00 pm – 2:30 pm
Discussion with GCF Jurisdictions and Tropical Forest Community Representatives
2:30 pm – 3:30 pm
Technical Discussion of Monitoring, Reporting & Verification of Tropical Forest
Programs
3:30 pm – 4:00 pm
Discussion on Next Steps and Administrative Process
Following the workshop, stakeholders will have an opportunity to provide written
comments during an informal comment period which will conclude at 5:00 p.m. Pacific
time on Monday, November 16, 2015. Comments may be submitted at
http://www.arb.ca.gov/lispub/comm/bclist.php.
Presentation slides for this workshop will be posted at 8:00 am on October 28, 2015, at
http://www.arb.ca.gov/cc/capandtrade/meetings/meetings.htm.
All interested stakeholders are invited to attend. A live webcast of the workshop will be
available at http://www.calepa.ca.gov/Broadcast/. Remote participants may e-mail
questions during the workshop to auditorium@calepa.ca.gov.
Additional technical meetings and workshops on specific topics raised in the white
paper and in the October 28, 2015 workshop will likely follow in the coming months. A
notice will be issued to announce each of these meetings once details and topics
become final.
Background
Cap-and-Trade Regulation
The Board first formally adopted the Regulation in October 2011, and subsequently
approved limited amendments to the Regulation in June 2012, October 2013, April
2014, September 2014, and most recently June 2015. The upcoming 2016
amendments will seek to improve Program efficiency, update the Regulation using the
latest information, and chart post-2020 implementation of the Program.
More information about ARB’s Cap-and-Trade Program is available at:
http://www.arb.ca.gov/cc/capandtrade/capandtrade.htm
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Clean Power Plan
On August 3, 2015, U.S. EPA’s Administrator signed its Clean Power Plan, which sets
carbon dioxide emissions limits for many existing electric generating units. These
regulations are based on section 111(d) (42 U.S.C. § 7411(d)) of the federal Clean Air
Act. The Plan was published in the Federal Register on October 23, 2015. States must
develop compliance plans to meet these limits and compliance plans are due in
September 2016 (with the option to seek extensions). ARB is developing California’s
compliance plan in consultation with the California Energy Commission and the
California Public Utilities Commission, California’s air districts, and other partners.
More information about the Clean Power Plan and related rules is available at:
http://www.arb.ca.gov/cc/powerplants/powerplants.htm
Please note that Spanish translation services will be provided for this October 28
workshop. Audio equipment carrying live Spanish translation of the workshop will be
available on-site for check out by any member of the public.
Tenga en cuenta que se prestarán los servicios de traducción al español de este taller
de 28 de octubre. Equipo de audio con traducción simultánea español del taller estará
disponible en el sitio para la salida de cualquier miembro del público.
California is in a drought emergency.
Visit www.SaveOurH2O.org for water conservation tips.
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October 28, 2015 - Including International Sector-Based Offset Credits in the
Cap-and -Trade Program:
Presentation Slides
ARB Staff Presentation on Evaluating the Potential for Sector-Based Offset
Credits
ARB Staff Presentation on Subnational Global Climate Leadership Memorandum
of Understanding
Invited Speaker Presentation on Governors’ Climate and Forests Task Force
(GCF) Jurisdiction
GCF Members Presentation:
Mexico
GCF Members Presentation:
Brazil
GCF Members Presentation:
The Role of Indigenous Territories in Mitigating Climate Risk
Invited Speaker Presentation on Customized Forest Carbon Monitoring at
Jurisdictional to National Scales
ARB Staff Presentation on Upcoming Administrative Process Steps
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or Links

#

Received From

Subject

Date/Time
Comment
Added to
Period
Database

1

Busch, Jonah,
Center for Global
Development

Eight Reasons for
California to Lead on
Climate and Tropical
Forests

1st
2015-10-30
Workshop 09:05:09

Link

2

Nussbaumer,
Elizabeth , Food &
Water Watch

Reject REDD Offsets

1st
2015-11-12
Workshop 13:30:12

Link

3

Sustainable forest
Effiom, Edu, Cross
management via FMCs
River State
1st
2015-11-13
in CRS enabling
Forestry Com.,
Workshop 05:16:08
payment for ecosystem
Nigeria
services

Link

4

Byers, Brett,
Rainforest Trust

5

This comment was posted then deleted because it was unrelated to the Workshop
or it was a duplicate.

6

Hughes, Gary,
Friends of the
Earth - US

Next Steps for
Evaluating the Role of
Sector-Based Offset
Credits Under the
California Cap

1st
2015-11-13
Workshop 17:13:05

Link

7

Korchinsky, Mike,
Wildlife Works

Strong support for
International REDD+

1st
2015-11-15
Workshop 05:57:17

Link

8

Furtado, Fabrina ,
PLATAFORMA
DHESCA BRAZIL

Rights Violation in Acre
- SISA and REDD

1st
2015-11-15
Workshop 16:20:49

Link

9

Kill, Jutta,

1st
2015-11-16
Workshop 05:21:07

Link

Comments Regarding
Tropical Forest Offset
Credits

1st
2015-11-13
Workshop 09:32:39

Link

Souza, Alcilene,
Secretaria de
10
Estado do Meio
Ambient MT

Suggestion regarding
the recommendations
on the staff White
Paper

1st
2015-11-16
Workshop 09:00:52

Link

11 Watts, Katherine,

Sector based offset
credits in the cap and
trade system

1st
2015-11-16
Workshop 11:23:33

Link

12 Rasheva, Emiliya,

NO to international
offsets in California's
Cap-and-Trade

1st
2015-11-16
Workshop 11:36:01

Link

Rojas, Isaac,
13 Friends of the
Earth International

comentarios a consulta
REDD

1st
2015-11-16
Workshop 11:10:01

Link

Williams, Laurie,
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1

INTRODUCTION
The State of Acre Sustainable Development policy clearly considers an integrated
landscape management: forest and deforested areas. In this policy, the forest is a
provider of environmental products and services and it is integrated to the various uses of
areas already converted. This integration is based on a structured knowledge about the
territory that enables the development of sound strategies for its use at the local,
municipal, regional and state level.
Based on this, the State of Acre has developed, since 1999, a set of public policies,
enforcement measures and institutional enhancement, whose results began to be
reflected in the consistent reduction of deforestation rates from 2006. The State further
built on its experience and created the State System of Incentives for Environmental
Services - SISA by State Law No 2.308 of 2010.
This law aims at establishing, through valorization of environmental services, the
necessary conditions for their preservation, recovery and enhancement. This goal
considers the participation of all sectors in the implementation of actions and shared and
participatory management of this system.
Considering the international and national initiatives to establish environmental
safeguards for social policies and programs focused on reducing emissions from
deforestation and forest degradation, the Government of Acre establish the necessary
partnerships to adopt such safeguards, which are applied not only to the ISA Carbon
Program for emissions reduction, but also to all the programs that compose the SISA.
Thus the Institute for Climate Change and Regulation of Environmental Services (Institute
de Mudanças Climáticas e Regulação de Serviços Ambientais – IMC) and the
Commission for Validation and Monitoring of SISA (e a Comissão de Validação e
Acompanhamento do SISA – CEVA), in partnership with CARE Brazil, worked on a
process to adapt the social and environmental standards of the international REDD+
initiative (REDD+ SES) to the State of Acre. The product is a set of indicators that
facilitate monitoring the environmental and social safeguards established by public
policies under SISA and its programs, including the ISA Carbon Program (Incentivos a
Serviços Ambientais do Carbono Florestal).
The safeguards are reputable tools to monitor programs or jurisdictional policies, that is,
on the scale of state or country. This is the first self-evaluation report that seeks to verify
the existence of instruments, regulatory frameworks and mechanisms already established
in the State that can be used to ensure compliance of the System of Incentives for
Environmental Services (SISA) with social and environmental safeguards.
This report is based on the implementation of the monitoring plan, prepared by the IMC
and CEVA in partnership with the Institute of Forest and Agricultural Management and
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Certification (Instituto de Manejo e Certificação Florestal e Agrícola – IMAFLORA),
incorporating the contributions of the Advisory Boards and the Interagency Indigenous
Working Group (GT Indígena). This monitoring plan contains information from a check-list
methodology survey to identify gaps and other evidence of weaknesses in the safeguards
for each of the indicators.
The focus of the report was to identify whether the current tools available in the State of
Acre are sufficient to meet the proposed safeguard indicators. This is therefore a selfassessment of performance of the State regarding the development of tools for
environmental and land management as well as regulatory and institutional frameworks
that define a favorable scenario for the implementation of SISA and its programs and for
compliance with the social and environmental safeguards.
One should note that, at the national and state levels, there are institutions and
instruments designed to monitor the impact of public policies with proper indicators and
serve as a source of information, as well as surveys of Interagency Coordination
Secretariat (Secretaria de Articulação Interinstitucional - SAI), responsible for the
integrated system for management and monitoring (sistema integrado de gestão e de
monitoramento - SIG), allowing a 'Harvest of Results'
This report is not the final step in this process since it needs to feed an Action Plan for
continuous improvement of SISA and its programs, as well as public policies that support
the achievement of their goals. At the same time the practice of monitoring should
facilitate the improved of the monitoring tool itself.

2

DESCRIPTION OF THE SISA AND ISA CARBON PROGRAM

2.1

Descriptive Summary
The SISA seeks to increase the value of standing forest and to consolidate the
productivity of deforested areas, increasing the value of local communities, in a clear
strategy of adaptation to adverse situations and mitigation of the effects of climate
change.
The Law that established the SISA regulates programs for each environmental service,
among them the Program of Incentives for Environmental Services from Forest Carbon
(Programa de Incentivos a Serviços Ambientais do Carbono Florestal). It constitutes the
legal framework of a sub-national jurisdictional program for reducing emissions from
deforestation and forest degradation, as well as sustainable forest management and
recovery and increase carbon stocks through sequestration activities by reforestation REDD+.
In this regulatory framework, the Certified Emissions Reduction (Reduções Certificadas
de Emissões - RCEs) constitute jurisdictional environmental assets that will be used by
the State of Acre, as established in State Law No 2.308 of 2010 (Law of the State System
of Incentives for Environmental Services), on behalf of sustainable development actions.
The main incentives related to this program include: promoting the transition from
traditional livestock and agricultural production systems to more productive ones,
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reducing the need to expand the original production area and thus avoiding further
deforestation; increasing the economic value of standing forests, to improve the quality of
life of people who dependent on it and increase conservation of forests; and, finally, the
distribution of benefits from environmental services, based on the commercialization of
carbon credits from avoided deforestation and from carbon sequestration through forest
regeneration and restoration.
In order for reduced emissions to actually mitigate the effects of climate change, without
any detrimental impact to the quality of life of populations, it has to be connected with the
establishment of a new economic model based on efficient use of land and natural
resources, thereby promoting reconciliation between economic development and
environmental conservation.
Under the SISA, and following the recommendations of the consultation, the ISA Carbon
Program was created to further provide co-benefits to all those who promote actions for
the conservation, preservation and restoration of forests and their services.
Environmental standards are then necessary to ensure achievement of this goal.
These standards were created from the need to reduce existing risks and maximize
existing opportunities, safeguarding social and environmental aspects in REDD+ and, in
the case of Acre, for other activities of incentives for environmental services under SISA.
2.2

Program Proponents
Under SISA, the State Government through the State Secretariat for the Development of
Forestry, Industry, Commerce and Sustainable Services (Secretaria de Estado de
Desenvolvimento Florestal, da Indústria, do Comércio e dos Serviços Sustentáveis SEDENS) assumes the role of Program proposer, responsible for the preparation,
implementation, operation and maintenance of the program and the assets generated by
it, and for the equitable distribution of the benefits among the providers of environmental
services and beneficiaries of the system.
The Environmental Services Development Company (Companhia de Desenvolvimento
de Serviços Ambientais - CDSA), created with the mandate to generate and dispose of
assets claims resulting from ecosystem services and products originated from programs,
sub-programs, plans and projects under the SISA, are the authorized representative of
SEDENS to request registration of assets generated under this program. According to
Law No 2.728 of August 21, 2013, the Executive Branch is authorized to transfer certified
carbon emission reductions to the CDSA, so when the assets are owned by the CDSA, it
will have the same responsibilities of the Program Proponent.
The Institute for Climate Change – IMC, as government regulatory authority of SISA, is
responsible for monitoring the emission reductions of the program and to ensure and
monitor compliance with social and environmental safeguards governing the SISA.

2.3

Program Start up Date
The beginning of the program stems from the actions and policies for deforestation
prevention and control with investments over a considerable period of time - until the
results can be seen as a reduction in deforestation rates from 2006. Therefore, the
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program inception date will be the year 2006, with the development of the second phase
of the Ecological-Economic Zoning and when the significant and consistent reduction of
deforestation in fact starts. The projection horizon for the reductions and the achievement
of goals is 2020.
2.4

Program Location
Because it is an initiative at the jurisdictional scale, the geographic delimitation
corresponds to the territory of the State of Acre, located in the extreme Southwest of the
Brazilian Amazon, between latitudes 07°07'S and 11°08'S and longitudes 66°30'W and
74°00'WGr (Figure 1). According to the Brazilian Institute of Geography and Statistics
(Instituto Brasileiro de Geografia e Estatística - IBGE), its official land area is 164,221
km2 (16,422,136 ha) corresponding to 4% of the Brazilian Amazon area and 1.9% of the
national territory. Its length is 445 km in north-south direction and 809 km across its eastwest axis. The State has international borders with Peru and Bolivia, and with the national
states of Amazonas and Rondônia.

Figure 1. Location of the program area (State of Acre) in relation to Brazil and the
world.
3

STATUS OF IMPLEMENTATION
The implementation of the SISA happens through an array of institutions established by
Law No 2.308 of 2010, comprising the Institute for Climate Change and Regulation of
Environmental Services (Instituto de Mudanças Climáticas e Regulação dos Serviços
Ambientais - IMC), the State Commission for Validation and Monitoring (Comissão
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Estadual de Validação e Acompanhamento – CEVA), the Scientific Committee and the
Environmental Services Development Company (Companhia de Desenvolvimento de
Serviços Ambientais). The Ombudsman arm of the SISA still needs to be implemented.
Of all programs created by this Law, the ISA Carbon Program is the first to be put into
practice, taking into considering all the legal, institutional, technical frameworks and
public policies that allow for the reduction of emissions from deforestation and forest
degradation in the long-term. These actions are also contained in the State Plan for
Deforestation Prevention and Control in Acre (Plano Estadual de Prevenção e Controle
do Desmatamento do Acre – PPCD / AC), and are organized along the following lines:


Land Planning and Tenure Regularization. Actions are aimed at implementing the
Ecological – Economic Zoning in Acre (Zoneamento Ecológico – Econômico no Acre
- ZEE / AC) and its work in the scales of 1:100,000 for Local Territorial Planning
(Ordenamento Territorial Local – OTL) and Special Development Zones (Zonas
Especiais de Desenvolvimento - ZED); of 1:50.000 for ethno-zoning of Indigenous
Lands; and of 1:10,000 for communities in the Priority Service Zones (Zonas de
Atendimento Prioritário – ZAPs). Efforts will also be focused on the consolidation of
the State System of Protected Areas (Sistema Estadual de Áreas Protegidas –
SEANP); identification and allotment of untitled public lands (terras devolutas); and
land tenure regularization.



Sustainable Supply Chains and Practices. Actions under this line are implemented
according to the ZEE and aim at enhancing and diversifying the productive chains of
already deforested areas to reduce the deforestation pressure on new areas of
forest to convert them to other uses. Among the main production chains supported
are: extractive supply Chains (Brazil nut, rubber, timber), sustainable agriculture and
livestock (small animals, dairy and fish farming), communal and entrepreneurial
forest management, reforestation to meet the demand of timber, rubber and fruit;
recovery of degraded areas, implementation of sustainable vegetable gardens,
training on agroforestry and on agro-ecological alternatives mostly for the indigenous
peoples, among others.



Monitoring and Enforcement. The difficult access to areas with illegal acts of
deforestation and logging constitute an ever present challenge to the planning of
Monitoring and Enforcement. Actions are planned to have a short, medium and longterm effective and permanent presence of the State in the Acre territory.



Cross-cutting Actions. A set of actions that create the right conditions for full
implementation of the proposed strategy will also be integrated. Such actions include
scientific research and technological development; continuing training and capacity
building for government representatives and civil society; environmental education;
institutional capacity building; and consolidation of the legal framework for Forest
Management.

Of the various actions of the State Government to achieve significant results in reducing
deforestation under line Sustainable Supply Chains and Practices, the Plan for Valuation
of Forest Assets (Plano de Valorização dos Ativos Florestais) plays a central, strategic
role.
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Certification of Sustainable Family Production allows integration with other programs and
projects. This synergy is the ability to include hundreds of families on a voluntary basis, in
activities that require reduction or elimination of deforestation and slash-and-burn as
production technique or technology. By joining the program, the families have priority to
receive economic subsidies for sustainable production activities from different financial
sources, expanding the volunteer effort of family farmers to avoid deforestation and the
use of fire, contributing to the reduction of these destructive practices in general.
To recover degraded areas, the Planted Forest Program (Programa de Florestas
Plantadas) is another strategy that allows for both the recovery of forest assets and
extractive productive activities to increase family income. For this purpose, actions to
support family farmers for reforestation with Rubber and Açai have been implemented,
including mechanization of participating areas.
This strategy also includes financial incentives, such as subsidies for rubber, established
by State Law No 1,277 of 1999, which under implementation to this day. This is
complemented by the expansion of market and value added for this product with the
implementation of the Natex factory for production of male condoms from rubber from
native forests.
As a result of this emissions reduction strategy, the State Government made the first
transaction of pay for results in reduced emissions from REDD Program for Early Movers
from the German Development Bank, KfW. This represents a commitment of EUR 16
million in four years (2012 - 2016) to financial cooperation, for a total of 4 million tons of
emission reductions achieved. Additional funds in the amount of € 9 million, for
performance in reducing emissions for the year 2013 have recently been transferred as
well. This transaction has no commercial purpose of offsetting emissions.
Funds raised will be used to strengthen and consolidate the extractive and indigenous
communities’ activities to clearly value their contribution to the conservation of Acre
forests, as well as to also support the restructuring of small farmers’ productive practices
and the establishment of a sustainable livestock. The objective is to value those who
strive to adopt more sustainable production practices.
4

SOCIAL AND ENVIRONMENTAL SAFEGUARDS
The social and environmental safeguards are a set of mechanisms for control and
monitoring of risks and rights compliance. Measures are taken as a matter of precaution
to ensure that REDD+ programs and projects do not cause negative impacts on forest
biodiversity conservation purposes, and do not cause unwanted impacts to local
communities, indigenous peoples and traditional populations.
At the international level, discussions on social and environmental safeguards for REDD+
started in 2009 during the Conference of Parties on Climate Change - COP 15 in
Copenhagen, on December 2009, when the importance of involving multiple stakeholders
of civil society in discussions regarding REDD+ was highlighted. Later at the COP 16 in
Cancun in 2010, social and environmental safeguards for REDD+ were recommended,
noting that this issue should not be restricted only to international discussions, but it
needs to be taken to a national or sub-national level, involving governments, the private
sector, civil society and in particular indigenous peoples and traditional communities.
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In seeking to meet these recommendations, international initiatives aim at promoting the
use of social and environmental safeguards for REDD+, including: the Social and
Environmental Standards for REDD+ (REDD+ SES) initiative at the international level
and in Brazil, and the national initiative for Socialenvironmental Principles in REDD+ in
the Amazon led by the Amazonia Working Group (Grupo de Trabalho Amazônico –
GTA).
Both initiatives have used participatory processes with multiple stakeholders
(governments, NGOs and civil society). The international initiative included civil society
representatives from several countries, including Brazil. While the initiative of Brazil is
based on recommendations, the REDD+ SES international initiative established
procedures for monitoring safeguards and a guide to good practices for the application
and use of social and environmental safeguards in order to be a participatory, inclusive
and transparent process.
Since 2010, in partnership with CARE Brazil, the guides and procedures of the REDD+
SES initiative are being used for the SISA and their programs, adapting the indicators to
the reality of the State of Acre, as well as the exercise of the steps of the good practice
guide. The ten steps include actions to raise awareness through meetings with multiple
stakeholders to establish good governance and to adapt the international indicators to the
reality of Acre, public consultations for their validation, preparation of the monitoring plan,
developing a report on the program performance, validation by stakeholders. Finally, this
report will be published, an activity recommended in the evaluation stage.
The joint work of IMC and CEVA for using the safeguards included two more steps aimed
at continuous improvement of SISA and their programs and their monitoring instruments;
these are: i) Planning and implementation of enhancement of SISA and its programs, and
ii) Learning from the implementation of REDD+ SES.
4.1

Principles, Criteria and Monitoring Indicators
The principles adopted by the ISA Carbon Program are based on those defined under the
REDD+ SES Social and Environmental Principles of REDD+ in the Amazon. Altogether
there are 7 principles, 22 criteria and 52 indicators.

4.2

Indicators Monitored
Indicators help measure progress in meeting the criteria to achieve the principles, which
describe the lasting goals for the SISA and its programs, including the ISA Carbon
Program, which is already under implementation.
Thus, the indicators that make up the Safeguards Information System (SIS) have been
designed considering the following aspects:
1. Legal Framework. There is a broad legal framework, both at federal and state level
that defines which safeguards are applied in the State to:
• Provide legal recognition of safeguards, and;
• Provide the legal basis and regulatory instruments by which safeguards will
be guaranteed;
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2. Institutional Framework. There is an institutional arrangement defined by SISA Act
and other agencies at the federal and state level in charge to supervise and
implement the safeguards established by the legal framework.
3. Compliance Framework. Defines aspects of monitoring and reporting, which
mechanisms for resolving disputes and conflicts, as well as which aspects of noncompliance with safeguards.
The principles, criteria and indicators refer to the "rights holders". The Law of SISA
introduced the concept of "environmental services providers" who are all those who
promote legitimate actions for preservation, restoration or enhancement of environmental
services and sustainable use of natural resources. The Law of SISA allows its programs
to acknowledge the value of those who have adapted their production practices and of
those who have historically preserved the forest, both of which may be beneficiaries of
the SISA. Therefore, for the purposes of this indicators evaluation, providers of
environmental services are considered to be the rights holders.
Secondary information was raised from different sources: State departments, federal
agencies, monitoring portals and websites, as well as state monitoring tools such as GIS
and SIPLAGE. At this stage, the existing gaps will be identified, as well as the
mechanisms that currently meet the indicators.
The following chart summarizes the principles, criteria and indicators.

v1.0

Principles

Criteria

Indicators

1. The rights to
lands, territories
and resources are
recognized and
respected by the
SISA and its
programs.

4 criteria on the following
criteria:
- Identification of the
effective rights;
- Recognition and respect
for these rights;
- Free, Prior and Informed
Consent (FPIC) for activities
affecting these rights;
- Legal and customary rights
of private initiatives.

2. The benefits of
SISA and its
programs are
shared equitably
among all relevant
rights holders and
stakeholders.

2 criteria on the following:
- Analysis and monitoring of
transparent and
participatory benefit
sharing;
- Participatory, transparent
and efficient mechanisms
for distribution.

7 indicators that aim to assess:
- If there was participatory
mapping;
- If the existing instruments
respect the rights;
- If FPIC was applied, with
adequate representation and in
advance;
- Let there be no activities that
could influence disputes;
- Clear and transparent
procedures on rights.
5 indicators that aim to assess:
- If there are participatory and
transparent procedures on
funding and distribution of
benefits;
- If reports and opinions were
shared appropriately with all
groups;
- If there is communication on
costs and benefits

3. The SISA and its

2 criteria on the following:

5 indicators that aim to assess:
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programs improve
long-term
livelihood security
and well-being of
Indigenous Peoples
and local
communities with
special attention to
women and the
most vulnerable
people.

- Positive impacts on the
insured livelihoods;
-Participatory impact
assessment.

4. The SISA and its
programs
contribute to good
governance, to
broader sustainable
development and
social justice.

3 criteria on the following
aspects:
- Existence of transparent
governance structures;
- Coherence of SISA and
their programs with existing
policies;
- Adequate public
information.

5. The SISA and its
programs maintain
and enhance
biodiversity and
ecosystem
services.

3 criteria on the following
aspects:
- Identification and
prioritization of biodiversity
and ecosystem services;
- Enhancement of for
biodiversity and ecosystem
services priorities;
- Do not cause negative
environmental impacts in
other areas.

6. All relevant rights
holders and

6 criteria on the following:
- Identification of rights

- If recipients recognize the
benefits;
- If additional resources have
been generated to improve
livelihoods;
- If there are measures to
ensure livelihoods security over
time
- If there is participatory impact
assessment;
- Measures to mitigate negative
impacts and enhance positive
impacts.
6 indicators that aim to assess:
- The contribution to
governance;
- If participation, transparency
and accountability are assured;
- The availability and access to
information of the activities
supported by the government;
- The availability and
accessibility of financial
information, with periodic
reports.
7 indicators that aim to assess,
for biodiversity and ecosystem
services:
- The identification,
prioritization and mapping;
- Measures to conserve and
enhance priorities;
- The generation of additional
resources to identify, prioritize,
map and conserve;
- Monitoring shows no
conversion of prioritized areas;
- Identification of negative
environmental impacts and
maximize the positive impacts;
- Monitoring results are used to
mitigate impacts;
- Reconciliation and use of
scientific and traditional
knowledge for indicators and
monitoring.
18 indicators that aim to assess
whether:
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stakeholders
participate fully and
effectively in the
SISA and its
programs.

holders and interest groups;
- Stakeholders involved in
monitoring and evaluation;
- Respect for traditional
knowledge and sustainable
livelihoods;
- Process for conflict
resolution
- Availability of information.
- Information shared
between representatives
and their constituents.

7. The SISA and its
programs comply
with relevant local
and national laws
and international
treaties,
conventions and
other instruments.

2 criteria on the following:
- compliance with local,
national and international
regulatory frameworks
- Review process when
regulatory frameworks are
not consistent with the
standards.

- There are processes that
identify the groups, their
composition, distribution,
activities, cultural aspects and
make it easier for providers to
be considered beneficiaries,
with representation of
vulnerable actors and
appropriate consultation;
- There is inclusive participation
with effective and efficient
representation, with rules on
gender and resources to ensure
participation,
- identification and respect of
traditional knowledge and
sustainable livelihoods,
management and use of
knowledge, with application of
FPIC;
- means of conflict resolution
with legal advice available;
- dissemination of relevant
information;
- There is information transfer
between representatives and
their constituents.
4 indicators aim to assess
whether:
- Treaties and conventions and
state and national regulatory
frameworks are considered,
- contributes to respect for
human rights,
- Providers and beneficiaries
have the capacity to
understand, implement and
monitor legal requirements;
- review procedures for
inconsistencies between the
standards, and the local,
national and international
regulatory frameworks.

Although the SISA and its programs were created by law in 2010, public policies that
integrate the SISA and its programs have been in place since 1999. Therefore, the
informational survey included policies and instruments adopted before 2010, as well as
the other instruments developed and implemented after this date.
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5

SAFEGUARDS MONITORING RESULTS
We succinctly present below what the evaluation matrix showed about each indicator,
criterion and principle.
Principle 1: Rights to lands, territories and resources are recognized and respected
by the SISA and its programs.
This principle aims at identifying the mechanisms used by the SISA to recognize all
providers of environmental services and their rights, in order to prevent public policies
from violating any rights.
1.1

The SISA and its programs effectively identify the different rights
holders (statutory and customary) and their rights to lands, territories
and resources relevant to the program.

1.1.1

Inventory and mapping of the actual legal and traditional rights of
land property, access, and land use and management, relevant to
the Program, including any superposed or conflictive rights, are
realized through a participatory process

1.2

The SISA and its programs respect both statutory and customary
rights to lands, territories and resources which Indigenous Peoples
or local communities have traditionally owned, occupied or otherwise
used or acquired.

1.2.1

The land use planning and zoning instruments in areas included in
the SISA and its programs identify, acknowledge, and respect the
legal and traditional rights of all legal owners of relevant rights and
territorial limits

1.3

The SISA and its programs require the free, prior and informed
consent of Indigenous Peoples and local communities for any
activities affecting their rights to lands, territories and resources.

1.3.1

The Program maintains and disseminates the principle of Free,
Previous, and Informed Consent, in accordance with the instruction
169 of the International Work Organization and the UN Declaration
for Indigenous Peoples, in regard to activities that affect their rights
on land, territories, and resources, with guaranty of power for
decision of these groups

Partially
fulfilled (with
gaps)

1.3.2

The owners of collective rights, women and men represented
equally, define a verifiable and transparent process to authorize
institutions to emit the consent on their behalf

Not fulfilled

1.3.3

Where any reallocation or dislocation might happen, the free,
previous, and informed consent on provision of alternative land or
fair compensation has been established

Not currently
applicable

1.4

Where the SISA and its program enables private ownership of
carbon rights, these rights are based on the statutory and customary
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rights to the lands, territories and resources that generated the
greenhouse gas emissions reductions and removals.
1.4.1

The SISA and its programs will not conduct any activity that could
influence the result of a pending dispute on rights on land, territory,
and their resources related to the Program

Fulfilled

1.4.2

A transparent process for the definition of rights on carbon is
developed and put in practice by the SISA and its programs based
on legal and traditional rights on land, territories, and resources
which generate reduction or removal of green house gas emissions

Fulfilled

The basic instrument to identify and respect the various rights of all existing groups in
Acre is the Ecological - Economic Zoning (Zoneamento Ecológico – Econômico, ZEE).
The ZEE attempts to answer the following questions: Who are we? How are we
distributed? What activities do we conduct? On which natural resources and environment
can we rely? What are the vulnerable areas? and What is our cultural and political
landscape?. This is support for the design and implementation of public policies for
sustainable development. The instruments of creation ensure its participatory
implementation and governance through actins of the State Commission of the ZEE
(Comissão Estadual do ZEE, CEZEE).
The Land Management Map was designed in a participatory manner enabling the
protection of individual and collective rights. Altogether 700 people, including
government, civil society, members of CEZEE and councils, participated in the Phase II
of the ZEE. The document and land management map were available for 90 days for
comments, which were incorporated in plenary sessions of the councils and the CEZEE.
There are other tools for environmental and land management in smaller scale resulting
from the ZEE: i) Local Territory Planning (Ordenamento Territorial Local - OTLs) at the
municipal level, ii) Community Development Plans and iii) Management Plans for
Indigenous Lands at the community and territory level; as well as iv) Rural Environmental
Registry (Cadastro Ambiental Rural – CAR) at the property level. These, together with the
Program for Land Regularization, contribute to the identification of the rights of all groups
in different scales.
Among the measures for implementation of the ZEE is the creation of the State System of
Protected Areas (Sistema Estadual de Áreas Protegidas – SEANP), which aims at
recognizing and respecting the customary rights of forest peoples, indigenous and nonindigenous. The creation of settlement projects is intended to secure the rights of small
farmers. The land regularization programs aimed at ensuring the rights of all groups and
the CAR supports the recognition and respect for the legal rights of landowners.
Possible conflicts that could be found in the regularization process will be addressed by
Land Institute of Acre (Instituto de Terras do Acre – ITERACRE) and the National
Institute for Settlement and Agrarian Reform (Instituto Nacional de Colonização e
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Reforma Agrária – INCRA). Recently this process is being expedited through the
Program for Land Regularization (Decree 5578 of 2013) and a commission composed of
governmental and non-governmental bodies and chaired by ITERACRE.
There was no relocation of populations, indigenous or non-indigenous, that would require
the Prior, Fee and Informed Consent (PFIC). On the other hand, considering that
indigenous peoples may decide to implement their own projects to reduce emissions or
environmental services under the SISA, training workshops are being conducted to
improve the processes and effectiveness of participation. This includes compliance with
human rights, territorial rights and respect for the cultural diversity of indigenous peoples,
traditional communities, riparian communities, gatherers and subsistence farmers. This is
a way to disseminate the Declaration 169 of the International Labor Organization and the
United Nations on the subject.
The SISA, specifically ISA Carbon Program, does not constitute a set of REDD+ projects
or activities only for conservation. It will achieve emissions reductions by implementing
actions to value the forest by the proper management of its products, as well as the
proper use of already deforested areas, aiming at improving productivity and family
income. Therefore the SISA also consists of assistance and funding policies forming a
model that does not require the use of PFIC. Thus, assessing the existence of verifiable
and transparent procedures for authorizing institutions to grant consent on their behalf,
occurs at the level of individual projects.
The procedures for the integration of individual projects have already been established.
These need to provide documents that clearly demonstrate the legal land situation and
the relationship between all participants (proponent, owner or owners, environmental
service providers, and investors or developers).
In addition to the mechanisms for prevention and mediation of conflicts already in place
(District Attorneys’ Office, Public Defenders’ Office, ombudsman, the Federal Constitution
of 1988, Law No 10406 of the Civil Code of 2002, Act 2308 of 2010 and other laws
regarding territorial and land rights), the SISA includes a specific ombudsman to channel
complaints and coordinate entities that may be involved in resolving the conflict. In this
sense, it contributes to the performance of the State Commission for Validation and
Monitoring (Comissão Estadual de Validação e Acompanhamento – CEVA) and the
Climate Change Institute (Institute de Mudanças Climáticas – IMC).
A verifiable and transparent procedure does not yet exist to ensure equal participation of
women in decision-making about activities affecting their rights to lands, territories and
natural resources. However, the State of Acre has a Special Secretariat for Women
Policies and a State Plan for Women’s Policies with a Steering Committee established by
Decree 6418 of 2013 to strengthen the equality of women in the participation and
decision-making processes.
Lastly, to help the SISA and its programs respect the rights of all, a transparent process
to define carbon rights was developed based on the legal and customary rights to land,
territories and natural resources. The consultation process occurred between 2009 and
2010, and the basis for drafting Law No 2.308 of 2010. One of the recommendations was
the recognition and appreciation of all stakeholders for the conservation, restoration and
enhancement of all ecosystem services, not just carbon. With this process, the concept of
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environmental service provider and beneficiary could be established by Law, as well as
tools for participation and transparency, such as Advisory Boards, CEVA and the
Indigenous Working Group to ensure compliance with this indicator.
This is being used as a basis for resource allocation of pay for performance in reducing
emissions from the German Bank KfW.
Gaps:


Still lacking a formal procedure to be adopted by the SISA for the implementation of
free, prior and informed consent.



There is still no information from the Special Secretariat for Women’s policies
(Secretaria Especial de Políticas para Mulheres – SEPMulheres) that helps identify
formal procedures to ensure the equal participation of women in decision making.
Therefore, better coordination of the SISA with these policies is needed



There is still the need for regularization of Indigenous Lands recognized by the ZEE,
ensuring that the rights of indigenous peoples are indeed respected.
There is still the need to regulate the procedures adopted by the IMC for integration
of private projects in order to prevent projects in areas of dispute over land tenure
and rights from getting started.



Principle 2: The benefits of the SISA and its programs are shared equitably among
all relevant rights holders and stakeholders.
The objective of this principle is to ensure that the distribution of benefits considers the
contributions from the different providers of environmental services to the conservation,
recovery and enhancement of environmental services.

2.1

There is transparent and participatory assessment of predicted and
actual benefits, costs, and risks of the SISA and its programs for
relevant rights holder and stakeholder groups at all levels, with
special attention to women and marginalized and/or vulnerable
people.

2.1.1 Existence of a participatory evaluation procedure for the
monitoring and communication of the projected costs, the
revenues, the planned and real impacts, related to the
implementation of initiatives within the SISA and its programs,
positive and negative, on social, cultural, human rights,
environmental and economic aspects for the beneficiaries of the
SISA and its programs
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2.1.2 Realization of a workshop with adequate method and language for
the sharing of the analyses of reports and studies about costs,
revenues, benefits, and risks associated to every group of
environmental service providers of the Program

2.2

Not
applicable at
this stage in
implementat
ion

Transparent, participatory, effective and efficient mechanisms are
established for equitable sharing of benefits of the SISA and its
programs among and within relevant rights holder and stakeholder
groups taking into account socially differentiated benefits, costs and
risks.

2.2.1 The SISA and its programs ensure an inclusive and transparent
participation of the beneficiaries of the Program and of
institutions interested in this topic, the decision making process
(directives, policies, and norms) and mechanisms (programs, sub
programs, projects, and plans) for the equitable benefit sharing
and the respective monitoring, which determines the sharing
mode

Fulfilled

2.2.2 Existence of transparent and efficient administration procedures
to turn the management of the funds and benefit sharing
operational in an opportune time span, and demonstrating an
adequate relationship between costs and benefits

Partially
fulfilled

2.2.3 Existence of a transparent and accessible procedure to review the
options, the equity, the efficiency, and efficacy of the Program in
regard to the design of the mechanism of benefit sharing

Not fulfilled

Law Nº 2308 established the criteria governing the sharing of benefits arising from the
SISA and therefore from the ISA Carbon Program. Article 23, sections IX and X, for
example, refer to "Justice and equity in the distribution of economic and social benefits
originating from products and services linked to the programs under this law; and
transparency, efficiency and effectiveness in the administration, management,
monitoring, evaluation and review of the system and its programs."
Considering that said Law, in Section III, Article 4, characterizes the beneficiaries of the
SISA as all those who promote legitimate actions of preservation, conservation,
restoration and sustainable use of natural resources, relevant to and converging with the
guidelines of this law, with Ecological and Economic Zoning in Acre (ZEE / AC), with the
State Policy on Environmental Valuation of Forest Assets and the Plan for Fire
Prevention and Slash-and-Burn Deforestation Control of Acre (Plano de Prevenção e
Controle do Desmatamento e Queimadas do Acre – PPCD / AC), the model of benefit
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sharing is based on the stock-flow approach that considers not only reduction of the flow
of emissions, but also the maintenance of forest stock (Moutinho et al. 2011).
To meet the principle of balanced and judicious distribution of benefits, the system will
consider two important questions: (1) the distribution of land tenure in the state and (2)
industries (extractive, agricultural, forestry and livestock) that should receive attention and
at what time. The combination of these two points results in the valorization of the forest
and in lowering pressure for further deforestation.
Thus, these benefits (incentives) can come in different forms, through the state public
policies for the continuous reduction of emissions and conservation of stocks, what we
call a programmatic approach. This implies in sharing the benefits via programs that meet
the needs of each subprogram of the SISA (subsistence agriculture, livestock, indigenous
lands, etc.) in order to make the transition to land uses that do not depend on
deforestation (Nepstad et al. 2009).
Through this approach, the benefits are achieved by reducing emissions flow (reducing
deforestation and forest degradation) in the area of jurisdictional and are apportioned
considering all stakeholders who contribute to reducing emissions flow and maintaining
carbon stocks in forests. This will allow a balanced distribution of benefits obtained at the
jurisdictional level that result in increased quality of life and income of rural populations in
Acre.
Through the proposed institutional arrangements, the funds raised by the ISA Carbon
Program will be received through the State Forest Fund in case of donations, or received
and managed directly by the Company for Environmental Services Development
(Companhia de Desenvolvimento de Serviços Ambientais - CDSA). The fund and CDSA
are effective administrative instruments for the administration of funds given the speed of
execution of resources aimed to different environmental services providers.
To maintain transparency and involvement of stakeholders in the distribution of benefits,
the definition of investment funds that would be raised goes through the approval of the
State Commission for Validation and Monitoring of the SISA – CEVA, whose composition
of both civil society and government is described in section 2.2. With this approval, the
investment planning is transferred to the State Board of Forestry (Conselho Estadual de
Florestas - CEF) responsible for the governance of the Forest Fund and for approving the
annual budget of the resources that enter the Fund against the annual implementation
reports.
In the case of investments in Indigenous Territories, investment planning involves joint
assessment and planning under the Indigenous Working Group, established by CEVA as
an advisory body on matters of environmental services in Indigenous Lands.
The State Forest Fund can transfer the proceeds to the bodies executing the public
policies, such as state secretariats and other authorities, or it can establish partnerships
with non-governmental organizations to carry out activities such policies. The CDSA, on
the other hand, can receive the proceeds directly or via the State Forest Fund for
implementation of the state public policies activities.
The distribution of the benefits originated form the German Development Bank KfW
payment for results in reducing deforestation followed these procedures. The transfers
are made annually and the amount depends on the amount of emissions reduction. Two
transfers have already occurred and investment proposals for each were approved by
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CEVA. Both investment proposals were made considering both the stakeholders that
conserve forest as those sectors that need to change their land use to more sustainable
practices. The proposals, once approved by CEVA, were submitted to the State Board of
Forestry responsible for management of the Forest Fund. The use of resources for
indigenous populations was determined by the Indigenous Working Group.
There is, in CEVA, an instrument for review of options, equity, efficiency and efficacy of
the programme in the design of a benefit sharing mechanism. It is necessary to create
procedures and capacity for transparency and disponibility of information.
Considering that the largest amount of resources is yet to be invested in 2014, we cannot
evaluate the processes of accountability and the impact of these investments.

Gaps
o

Laws and policies lack a clear link with gender policies to ensure equitable
distribution to enforce gender equity.

o

It still lacks transparent and accessible procedures to review options, equity,
effectiveness and efficiency of the SISA in the design of mechanisms for the
distribution of benefits.

o

Need to improve communication between the spheres of governance and adopt
procedures for the publication of information that allows increased transparency and
access to information for civil society.

Principle 3: The SISA and its programs improve long-term livelihood security and
well-being of Indigenous Peoples and local communities with special attention to
women and the most vulnerable people.
The objective of this principle is to ensure that prevent environmental services, such as
emission reductions, from being prioritized over quality of life of all providers of
environmental services potential beneficiaries of the SISA.

3.1

v1.0

The SISA and its programs generate additional, positive impacts on
the long-term livelihood security and well-being of Indigenous
Peoples and local communities, with special attention to women and
the most marginalized and/or vulnerable people.

3.1.1 The beneficiaries of the program acknowledge to have received
benefits, and additional positive impacts related to long term
security of the living means and well being improvement through
the participation in initiatives implemented within the programs
of the of the SISA

Partially
fulfilled

3.1.2 The initiatives within the programs of the SISA generate additional

Fulfilled
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resources to improve the long term security of the living means
and well being of the beneficiaries
3.1.3 Measures are taken to guarantee that the long term security of
the living means and the well being of the beneficiaries of the SISA
are sustainable and adequate to the local expectations, and
included in the design of the SISA and its programs
3.2

Fulfilled

The SISA and its programs are adapted based on assessment of
predicted and actual impacts in order to mitigate negative, and
enhance positive, impacts on Indigenous Peoples and local
communities with special attention to women and the most
marginalized and/or vulnerable people.

3.2.1 Existence of procedures for participatory evaluation of the
monitoring and communication of the planned and real impacts,
positive and negative, from the implementation within the SISA
and its programs, on social, cultural, human rights, environmental,
and economic aspects of this Program for its beneficiaries

Partially
fulfilled

3.2.2 Measures to mitigate and effectively adequate the negative
potential and the real impacts and to reinforce the positive
impacts, are included in the Program design

Fulfilled

Law No 2.308 of 2010 establishes principles for the implementation of the SISA and its
programs, including the "strengthening of identity and respect for cultural diversity, such
as recognizing the role of extractive and traditional populations, indigenous peoples and
farmers in the conservation, preservation, sustainable use and recovery of natural
resources, especially the forest". Therefore, the SISA programs are supported through
the implementation of state policies, defined in the Multi-Year Plans (Planos Plurianuais PPA). The PPAs for the periods 2004-2007, 2008-2011 and 2012-2015 consider
sustainable economy as a vector to generate employment and income, promote social
equity, strengthen their own culture and identity, and conservation of the natural
environment.
The implementation of actions stated in the PPAs is monitored by each secretariat, who
forwards the results to the Secretariat for inter-Institutional Coordination responsible for
Monitoring and Evaluation System of government actions. Decree Nº 6401 of 25
September 2013 establishes the Integrated System of Strategic Planning and
Management (Sistema Integrado de Planejamento e Gestão Estratégicos – SIPLAGE),
which provides the right conditions to meet the indicator, since it establishes the
processes of planning, monitoring and evaluation of policies, strategic programs and
projects of the state.
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The SIPLAGE incorporates a component of In Person Monitoring there that measures
the satisfaction of the community with the benefits produced. Whenever there are
deviations from the planned targets and / or critical barriers that spoil the agreed
outcomes, the Correction Plan shall be prepared. The Evaluation consists of a process
to verify impact, which measures technical indicators of effectiveness and efficiency,
resulting in the technical performance indicator and sociopolitical indicators. This is,
therefore, a source to verify if the different groups recognize the scope of the various
public policies relevant to the SISA.
All actions defined in the last 3 PPAs relevant to the evaluation period of this report were
strategic actions to ensure the long term security of livelihoods and to improve the wellbeing of all groups of environmental service providers, beneficiaries of the SISA.
The benefits (incentives) can come in different forms, through the state public policies to
meet the needs of each sector, such as subsistence agriculture, livestock, indigenous
lands, etc., thus making the transition to land uses that do not depend on deforestation.
The programs and plans of the Policy for Valuation of the Environmental Forest Assets
(Política de Valorização do Ativo Ambiental Florestal) all through the actions to
strengthen value chains with the industrialization process of sustainable forest products
under the program line of Low Carbon Economy PPA for 2012 - 2015 are part of the
means adopted to ensure long-term livelihoods and well-being of the population.
Law Nº 1.277 of 13 January 1999, named Chico Mendes Law, "provides for the granting
of a subsidy to producers of crude natural rubber in the state of Acre and other
provisions", which was maintained and applied in subsequent years, serving 14 of the 22
municipalities. From programs and plans of the State Policy on Environmental Valuation
of Forest Assets up to actions to strengthen value chains of the sustainable forest
products industrialization process under the Low Carbon Economy Axis of the PPA for
2012 - 2015 are part of the means adopted to ensure long-term livelihoods and well-being
of the population.
The Policy on Environmental Valuation of Forest Assets is based on two programs: the
Program for on Environmental Valuation of Forest Assets and Program for Recovery of
Altered Areas. This program aims at promoting consolidation of already deforested areas
(with inclusion of more sustainable practices such as agroforestry systems, agroforestry
and pasture systems), recovery of degraded areas (mechanization, use of lime),
consolidation of forest plantations, the regularization of forestry as environmental
liabilities in rural properties, as well as the consolidation of a certified array of sustainable
rural family production units.
The Interagency Commission responsible for preparing proposal for valuation of
indigenous agroforestry agents was recently created. The objective is to continue
professional capacity building and to define a way to pay professionals for their services
while promoting indigenous sustainable production practices.
Encouraging small business is also an integral part of this sustainable economy policy.
Implemented in partnership with the institutions of the System S (a set of nine relevant
institutions of various professional categories), this policy has created and supported in
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2012, 2,000 small businesses across the State, primarily serving the most vulnerable
segments of society.
The process of industrialization of the state is also strengthening forest-based economy
therefore aims at working with all links of the sustainable supply chains. The state invests
in supporting the pillar industries in a public private partnership and community schemes,
enabling modernization and diversification of family income. Over the past 12 years, there
have been efforts to regulate the logging industry in order to prevent illegal activity and
promote its sustainable management. About 95% of the wood consumed by the various
sectors is from Sustainable Forest Management Plan implemented in private, communal
and public area. At the same time, the reforestation of already deforested areas is
supported to help establish a supply base for the wood industry in a sustainable manner.
In the case of the production chain of rubber, the condom factory Natex was established
to restore and reinforce a traditional extractive practice developed by tappers, but
strengthening all the segments of the chain, including associations, cooperatives,
intermediaries, processing plants and industry. Regarding the Brazil nut, the State has
encouraged the production through a program of prescheduled purchases, support to the
implementation and structuring of processing plants, construction of storage facilities,
support to product transport and delivery, as well as encouraging organic certification of
Brazil nuts.
The Fisheries industrial complex complemented the strategy for securing livelihoods in
the long term, involving 16,000 families from the nursery to the industry.
The funds raised by the reduction of emissions from deforestation from the German
Development Bank KfW’s financial cooperation will be used as additional resources to
expand the scope of these policies, having a goal of providing 8,000 beneficiaries in 4
years, supporting the following lines:
-

Strengthening the extractive rubber chain by paying rubber subsidies,
Strengthening family agriculture in the Certification Program,
Support for the implementation of Indigenous Subprogram and Indigenous
Agroforestry agents,
Support for sustainable extractive territories focusing on the consolidation of
conservation units,
Support for Sustainable Farming.

All these public policies, programs and projects have a participatory nature in all its
phases (design, implementation and evaluation), established by guidelines and through
levels of governance. The closest governance levels are state councils, like the Science,
Environment and Technology (Ciência, Meio Ambiente e Tecnologia - CEMACT), Rural
and Forest Sustainable Development (Desenvolvimento Rural e Florestal e Sustentável CDRFS), State Forest Council (Conselho Estadual de Floresta - CEF), Stewardship and
Management Plan for Protected Areas (de Manejo e Plano de Gestão de Unidades de
Conservação), as well as municipal councils, such as Environment Defense (Defesa do
Meio Ambiente (COMDEMA), commissions, such as the State Commission for Validation
and Monitoring (Comissão Estadual de Validação e Acompanhamento - CEVA), working
groups, such as the Inter-institutional Indigenous Working Group (Grupo de Trabalho
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Interinstitucional Indígena - GTI). Plans that seek to identify and meet the desires and
needs of the local population are also developed. When possible and necessary, public
hearings and consultations are held with representatives and leaders from different
sectors of State of Acre society.
The resources channeled through the State Forest Fund, for example, are evaluated and
approved by the State Forestry Board. Annually this board approves the proposed
investment for coming year and the implementation report. CEVA, in turn, evaluates the
activities of the SISA in annual meetings, thereby demonstrating the use of participatory
assessment procedures.
Regarding measures to effectively mitigate and adapt potential and actual negative
impacts and enhance positive impacts, the SISA may be supported by the Develop and
Serve Plan (Plano Desenvolver e Servir) (Multiyear Plan - PPA 2012-2015), Law No
2,524 of 20 December 2011. The PPA aims at maximizing opportunities and solving
problems with the differentiated strategic keeping in mind the governmental challenges
expressed in axes, programs, indicators, targets and initiatives that are considered critical
for the Sustainable Development of Acre in the next four years. Article 7, the evaluation
of the PPA from 2012-2015 consists of the analysis of public policies and Programs,
supplying subsidies for possible adjustments in their formulation and
implementation.
The creation of the System of Strategic Planning and Management (SIPLAGE),
established by Decree No 6.401 of 25 September 2013, aims at consolidating the
processes of planning, monitoring (technical and in person) and evaluation (opinion
survey and impact assessment) of policies, programs and strategic projects of the state
referenced in public management by results, according to Article 2 of the Joint Guideline
SEPLAN / SAI No 001 of 2013.
These can be supplemented by the Plan of Action for Improving the SISA developed from
the identification of gaps in this Safeguards Monitoring Report.
Gaps:
The main gaps identified to meet the indicators of this principle were:
o

Although the dynamics of the committees will vary over time it will take to review this
report, we still needs a formal procedure from State Councils for monitoring and
evaluation of public policies using as input the reports produced by SIPLAGE.

o

A Communication Plan for the SISA and its programs with set period to update the
information is still missing, as well as the format of the information to be made
available.

o

A flow is established to review the reports produced by SIPLAGE through
participation instruments established by law has not been established.

Principle 4: The SISA and its programs contribute to broader sustainable
development and social justice.
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This principle aims at ensuring that any initiative to reduce emissions from deforestation
and forest degradation and valuation of other environmental services will be integrated
into broader strategies of governance, sustainable development grounded in social
justice.

4.1

The governance structures of the SISA and its programs are clearly
defined, transparent, effective and accountable.

4.1.1 The SISA and its programs contribute to the aims and the
governance of policies, programs, and plans (including their
reinforcement) related to (the environmental, economic, human
rights, cultural issues of) the federal, state and municipal spheres
considering aspects related to the equity, effectivity, efficiency, and
efficacy through mechanisms that assure the effective participation
of the (female and male) beneficiaries in the decisions

Partially
fulfilled

4.1.2 The governance structure ensures the access, the popular
participation, the transparency, responsibility, justice, and
sustainability

Fulfilled

4.2

The SISA and its programs are coherent with relevant policies,
strategies and plans at all relevant levels. Also there is effective
coordination between agencies/organizations responsible for the
design, implementation and evaluation of the System, its programs
and other relevant agencies/organizations.

4.2.1 Adequate information about the SISA and its programs is available
to the public

Partially
fulfilled

4.2.2 The government policies support the access to information about
the SISA and its programs

Fulfilled

4.3

Adequate information about the SISA and its programs is publicly
available to promote awareness-raising and good governance

4.3.1 The information about the financial management of the SISA and
its programs is available to the public

Partially
fulfilled

4.3.2 Financial reports of the SISA and its programs are published
regularly

Partially
fulfilled

In regards to governance, Law No 2.308 of 2010 establishes a governance arrangement
for the management of the SISA. Considering:
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1) The role of the Government through the Institute of Climate Change and Regulation
of Environmental Services – IMC, the body responsible for the registration and
enforcement of the SISA;
2) The role of civil society in social control over the design and implementation of the
system through the formal establishment of the Advisory Boards, of the State
Commission for Validation and Monitoring - CEVA which in turn created the
Indigenous Working Group. This way it contributes to meeting the objectives of
governance, where there is participation, equally civil society and government
(municipal, state and federal); and
3) The role of the private sector through the establishment of the Company for
Development of Environmental Services (Companhia de Desenvolvimento de
Serviços Ambientais), through which providers of environmental services, investors,
donors, etc., can relate to the design and implementation of initiatives that will lead to
the continued provision of environmental services.
All entities mentioned above have already been established with their flows and internal
rules of operation
However, instruments that facilitate the coordination of state, local and federal policies
already exist. For example, at the general level, the Tripartite Commission involving all
these bodies has the role of coordinating efforts between different levels of power for the
execution of actions and programs related to PPCD; and more specifically the
cooperation between Acre’s Institute for the Environment (Instituto do Meio Ambiente do
Acre – IMAC) and the Brazilian Institute for the Environment (Instituto Brasileiro do Meio
Ambiente e Recursos Naturais Renováveis - IBAMA) for inspection and enforcement
actions.
This governance structure ensures access, popular participation, transparency,
accountability, rule of law, predictability, fairness and sustainability. CEVA has assumed
this role specifically in the SISA, meeting almost once a month since its inception to
monitor the implementation actions of the SISA and contributing to the development of its
processes. At the moment that CEVA realized the need to have direct advisory from
indigenous peoples regarding their interests, the Indigenous Working Group was formally
created to advise CEVA on this specific subject. This type of arrangement allows CEVA
to establish working groups that are necessary to facilitate the participation of different
groups.
All meeting minutes from CEVA and the GTs are forwarded to its members as well as
being available on the IMC website. Sites where the meeting minutes from Councils
(Boards) are available were not found.
The homepages, portals and observatories are channels of communication with the other
Administration bodies, virtual spaces that host different levels of information and
participation and monitoring tools with a focus on the development and implementation of
public policies: Government of Acre Portal, IMC Portal, REDD Observatory Portal.
Considering that the SISA is implemented through various public policies executed by
various secretariats, it should use the Social Resources Management System (Sistema
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de Gerenciamento de Recursos da Sociedade – SAGRES). SAGRES is an application to
support the implementation of External Control conducted by the Internal Revenue Court
of the State of Acre that aims at collecting, analyzing and making available to society all
digital data on the budgetary and financial execution of management units.
In addition, Law No 12,527 of 18 November 2011 establishes as a fundamental principle
the rule of access to public information, and secrecy only as an exception. The
homepages, portals and sites are virtual spaces that provide data on the resources
transferred from the federal government to states, Federal District and municipalities,
aiming at providing greater transparency. They can be defined as channels that facilitate
and amplify the social control exercised by the people, allowing them to monitor the
financial execution of government programs through the world wide web, the
Transparency Portal of the Federal Government, Transparency Portal of the
Government of Acre, and the Acre Government Portal.
Gaps:
o
o
o

o

The period for updating information, as well as the format of the information to be
made available on the Transparency Portal is not yet established.
We still need to establish a mechanism to disseminate the reports on implementation
of the SISA and their programs.
Aspects related to equity, effectiveness, efficiency and effectiveness in a
complementary fashion to the safeguards monitoring are not included in the
SIPLAGE process of monitoring and evaluation.
The period for updating information, as well as the format of the information to be
made available is not yet established.

Principle 5: The SISA and its programs maintain and enhance biodiversity and
ecosystem services.
This principle aims at preventing the implementation of any action to reduce emissions or
valuation of other environmental services that might have negative impacts on the
environment by displacement of economic activities in important places for biodiversity
conservation and ecosystem services

5.1

Biodiversity and ecosystem services potentially affected by THE SISA
and its programs are identified, prioritized and mapped.

5.1.1 Existence of a procedure to identify, prioritize, and map the
biodiversity and the ecosystem services within the SISA and its
programs
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5.1.2 The SISA and its programs include measures which, once
implemented, maintain and improve the identified priorities for the
biodiversity and the ecosystem services

Fulfilled

5.1.3 The SISA and its programs generate additional resources to identify,
prioritize, map, maintain, and improve the biodiversity and the
ecosystem services

Fulfilled

5.2

The SISA and its programs maintain and enhance the identified
biodiversity and ecosystem service priorities.

5.2.1 The monitoring of impacts of the SISA and its programs in natural
forests and other important areas demonstrates that there is no
conversion within the project area, ensured the means of food
security and cultural preservation of the traditional populations
5.3

Fulfilled

The SISA and its programs do not lead to the conversion or degradation
of natural forests or other areas that are important for maintaining and
enhancing the identified biodiversity and ecosystem service priorities.

5.3.1 The SISA and its programs include measures to identify and monitor,
and proposes actions to mitigate the negative and potentiate the
positive impacts to the biodiversity and the ecosystem service

Not
fulfilled

5.3.2 The feedback of the monitoring is used to develop measures to
mitigate even more the potential negative environmental impacts
and to strengthen the positive ones

Not
fulfilled

5.3.3 The monitoring plan includes indicators to survey the biodiversity
and the ecosystem service affected by the ISA Carbon Program,
identified through the traditional knowledge and scientific research

Not
fulfilled

Since its beginning, the SISA has relied on the Ecological-Economic Zoning as the first
tool used to map and to identify biodiversity and ecosystem services in the state of Acre.
The ZEE identifies not only zones of consolidation of sustainable production,
conservation zones and urban development zones, but also the priority areas for land use
planning highlighting the areas that need further studies to define their destination.
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This tool is further supported by other actions that map and prioritize biodiversity at the
national level. The first was the Program for the Conservation and Sustainable Use of
Brazilian Biological Diversity (Programa de Conservação e Utilização Sustentável da
Diversidade Biológica Brasileira – PROBIO) developed between 1997 and 2000, with a
consultation to define priority areas for conservation in the Amazon and other Brazilian
biomes and a priority map updated in 2006 by the National Commission for Biodiversity
(Comissão Nacional de Biodiversidade - CONABIO).
Some steps were taken in Brazil and Acre to help the SISA and its programs maintain
and improve indentified priorities for biodiversity and ecosystem services. The National
System of Natural Protected Areas (Sistema Nacional de Unidades de Conservação da
Natureza – SNUC) was established by Law No 9985 of 18 July 2000 establishing criteria
and standards for the creation, implementation and management of protected areas
As a result of these steps, Law No 1,426, of December 27, 2001 provides for the
preservation and conservation of State forests, establishes the State System of Natural
Protected Areas (Sistema Estadual de Áreas Naturais Protegidas – SEANP), creates the
State Forestry Board and the State Forest Fund. This law regulates the use of native or
cultivated forests and other forms of native vegetation in the Acre territory as part of the
adopted measures to maintain and enhance the biodiversity priorities identified. Between
2000 and 2009, 13 new protected areas were created. Currently the SEANP is
responsible for protecting 47% of the state territory, including state protected areas and
indigenous lands.
In 2007, while the Chico Mendes Institute for Biodiversity Conservation (Instituto Chico
Mendes de Conservação da Biodiversidade - ICMBio) was created at the federal level,
currently managing 304 protected areas in the country, the State Secretariat for the
Environment (Secretaria de Estado do Meio Ambiente - SEMA) was created at the state
level by Complementary Law. SEMA is an organ under direct administration of the
government and it is responsible for developing and monitoring public policies for the
environment, environmental support and valuation and conservation of biodiversity for the
common good.
It is also necessary to consider that Brazil has a Forestry Code, whose Chapter IV of the
latest version of 2012, refers to areas of Legal Reserve, including the delimitation of the
Legal Reserve area, specifically in the Amazon, to 80% of the property located in the
forest. The Code also provides for native forests, establishing criteria and standards for
the use of its resources. It is thus an additional measure contributing to the maintenance
of biodiversity.
The contribution of the SISA and its programs to the maintenance of biodiversity and
ecosystem services can be further enhanced by similar initiatives from the civil society.
We need to identify and map these activities to seek synergies and integration of actions.
The SISA is composed of a series of programs that are aimed at conservation and
recovery of all environmental services and are designed to generate social and
environmental co-benefits. Therefore, the design of the Biodiversity Program should
consider all existing instruments and lessons learned to continuously update the
biodiversity priorities and develop strategies that lead to their protection. However this
program is in its early stages of design and strategy definition.
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On the other hand, the ISA Carbon Program, which already had its first payment for
reducing emissions, has budgeted resources received from the German Development
Bank - KfW to consolidate sustainable extractive territories to ensure their adequate
managed. This will help strengthen extractive industries and role of these territories have
in maintaining biodiversity. This plan was approved at the annual meeting of the State
Forestry Council, which manages the State Forest Fund, through which these funds are
implemented.
Protected Areas are divided into strictly protected areas, areas of sustainable use and
indigenous lands. In the last two types, within their guidelines of use, the ways of life of
the resident population are protected in a manner to not impact the conservation of
biodiversity and ecosystem services.
The State has a Central GIS and Remote Sensing Unit (Unidade Central de
Geoprocessamento e Sensoriamento Remoto - UCEGEO) that monitors forest
conversion annually, in an inventory of annual gross deforestation since 1988 at the state
level, using high resolution images. This tool helps check the progression of deforestation
in Acre, highlighting the real impact of public policies on curbing deforestation and on
biodiversity conservation in Protected Areas, as well as in the priority areas.
Monitoring of deforestation at the local scale and monitoring of SIPLAGE actions can be
used to identify, evaluate and propose actions to mitigate the negative impacts and
maximize the positive impacts.
Gaps
The main gaps found were:
o
o

o

Low effective implementation of the legal instruments for the protection of
biodiversity in protected areas.
A process for institutional coordination is still lacking, as well as a survey of the
initiatives that contribute to the maintenance and enhancement of biodiversity, which
could be amplified by the SISA.
Still missing is the synergy between the SISA and SIPLAGE to incorporate the
analysis of positive and negative impacts of the SISA management of conservation
and maintenance of biodiversity.

Principle 6: All relevant rights holders and stakeholders participate fully and
effectively in the SISA and its programs.

6.1

The SISA and its programs identify all rights holder and stakeholder
groups and characterize their rights and interests and their relevance
to the SISA and its programs.

6.1.1 The SISA and its programs identify the environmental service
providers and potential beneficiaries of the system (including their
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traditional knowledge, management systems) and the institution
interested in this topic addressing to especially vulnerable groups
(indigenous peoples, local communities, women and young people)
characterizing their rights and interests
6.1.2 The SISA and its programs include procedures for any interested
party to present itself as owner of rights (environmental service
provider, beneficiary of the SISA) or relevant stakeholder
(institution interested in this topic)
6.2

All relevant rights holder and stakeholder groups that want to be
involved in the SISA and its programs design, implementation,
monitoring and evaluation are fully involved through culturally
appropriate, gender sensitive and effective participation.

6.2.1 A process and an institutional structure are established and
implemented to allow an efficient and equitable representation of
marginalized and/or vulnerable groups, including women in the
participation of all relevant right owner and stakeholder groups
during the design, implementation, and evaluation of the program

Fulfilled

6.2.2 The program applies public consultancy processes (adapted to the
local context, using socially and culturally adequate methods),
approved by the environmental service providers beneficiaries of
the program and by the institutions interested in this topic

Fulfilled

6.2.3 The different spheres – federal, state, municipal – effectively
participate in the Program

Fulfilled

6.2.4 The design and implementation of the Program is adapted as a
response to the participation of the right owners and stakeholders

Fulfilled

6.2.5 Existence of a specific complementary norm to guarantee the
effective participation of women and the gender equity

Not
fulfilled

6.2.6 The program’s projects and plans must dispose of resources for the
participation of the communities’ representatives and stakeholders
involved in the process, who need logistical support for the
participation

Fulfilled

6.3

v1.0

Fulfilled

The SISA and its programs build on, respects, supports and protects
rights holders’ and stakeholders’ traditional and other knowledge,
skills, and management systems including those of Indigenous Peoples
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and local communities

6.3.1 The processes and structure for decision making of indigenous
peoples and local communities are acknowledged, respected,
supported, and protected

Fulfilled

6.3.2 Traditional knowledge, abilities, and management systems relevant
to the ISA Carbon Program are identified

Partially
fulfilled

6.3.3 The SISA and its programs consolidate, respect, and support the
relevant traditional knowledge, abilities, and management systems

Partially
fulfilled

6.3.4 The free, previous, and informed consent is obtained for the use of
any knowledge, innovation and traditional practice of indigenous
peoples and local communities

Not
currently
applicable

6.4

6.4.1 The SISA and its programs identify and establish processes to
resolve requirements and controversies related to the design,
implementation, use of resources, and evaluation of its plans and
projects

Fulfilled

6.4.2 Right owners and stakeholders are informed about the
mechanisms for requirements and have access to them

Not
fulfilled

6.4.3 No activity that could prejudice the result of a dispute related to
the program is conducted by the SISA and its programs

Fulfilled

6.4.4 The existence of the legal advisory service is available and
accessible for the environmental service providers beneficiaries of
the SISA and its programs and for the institutions interested in this
topic

Partially
fulfilled

6.5

v1.0

The SISA and its programs identify and use processes for effective
resolution of grievances and disputes relating to the design,
implementation and evaluation of the SISA and its programs, including
disputes over rights to lands, territories and resources relating to the
program.

The SISA and its programs ensure that rights holders and stakeholders
have the information that they need about the SISA and its programs,
provided in a culturally appropriate, gender sensitive and timely way,
and the capacity to participate fully and effectively in program design,
implementation and evaluation.
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6.5.1 Existence of a process of dissemination of information,
sensitiveness, and capacity building of community leaders, support
of the providers of environmental services beneficiaries of the
program and the relevant stakeholders to allow their participation
in the decision making previously informed and responsibly and
transmit the information to their bases
6.6

Fulfilled

Rights holder and stakeholder representatives collect and disseminate
all relevant information about the SISA and its programs from and to
the people they represent in an appropriate and timely way,
respecting the time needed for inclusive decision making

6.6.1 The representatives of right owners and stakeholders disseminate
all relevant information to the persons they represent

Not
applicable

The process of developing the SISA was based on state public policies for environmental
and territorial management already existing in Acre, where all groups of stakeholders that
make up the population of Acre were identified (EEZ OTL, PDC, PGTI, and CAR). This is
the basis for the definition of investment strategies that promote environmental services.
In the design process of the SISA, consultations with different stakeholders enabled to
define the concept of environmental services provider as all those who act to promote
conservation, restoration or enhancement of environmental services. These providers
may constitute beneficiaries of the SISA through the relevant government programs for
the SISA ensuring the participation of all sectors through subprograms. In the case of
private projects, procedures are established for their integration in the SISA taking into
consideration compliance with the requirements of clear proof, early in the process, the
ownership status of the project area, as well as the relationship between all participants
(providers - holders of land or squatters, proponents, developers, investors).
Subsequently, once it is shown that there are no disputes of any kind the proponent will
need to demonstrate the alignment of the project’s basic principles with that of the state
and with the system of accounting for the environmental service .
These actions aim at supporting all groups, at jurisdictional level, encouraging them to
conserve ecosystem services by supporting the consolidation of sustainable supply
chains. Furthermore, the procedures adopted for private projects are designed to avoid
fueling or aggravating disputes or conflicts over the land and its natural resources.
The resolution of any conflict are supported by a larger State structure for conflict
resolution that consists of a judicial system, Federal and State Prosecutor and Public
Defender (with legal advice), and the bodies responsible for land tenure regularization
can be accessed through the SISA’s Ombudsman.
The governance structure of the SISA, which includes CEVA and the Advisory Boards,
has equal representation between government (federal, state and municipal) and civil
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society, including all sectors. CEVA ensures the representation of all stakeholders
through the formation of working groups, the first to be established was the Indigenous
WG, which includes indigenous and governmental bodies and non governmental
institutions directly related. All these bodies are meant to ensure that their interests and
forms of decision making are respected.
Since the conception of the SISA, through the early years of its implementation and to the
development of this instrument for monitoring safeguards, consultation processes were
adopted and participation was adapted to the reality of each type of stakeholder, provider
of environmental services, together with prior knowledge and leveling information to
qualify them to participate. All contributions of all consultation processes enabled the
conceptual development and implementation of the SISA and its programs. All these
processes have guaranteed resources to enable the participation of different
stakeholders.
Gaps:
o

There is still the need to develop the Ombudsman structure, so potential disputes
related to the SISA and its programs can be effectively directed by it.

o

There is still the need for a formal process to employ the PFIC for the use of
traditional knowledge, especially among indigenous peoples.

o

There is still the need for a procedure to investigate whether representatives pass on
information to their constituents, at the state level, as required for the SISA.

Principle 7: The SISA and its programs comply with local and national laws,
treaties, conventions and other relevant international instruments.

7.1

v1.0

The SISA and its programs comply with applicable local law, national
law and international treaties, conventions and other instruments
ratified or adopted by the country.

7.1.1 The SISA and its programs consider the principles of the
international agreements, conventions, and other instruments,
respecting the national laws

Fulfilled

7.1.2 The SISA and its programs specify how its policies and measures
will contribute to improve the respect, protection, and
accomplishment of the human rights of the indigenous peoples
and local communities

Fulfilled

7.1.3 The environmental service providers and beneficiaries of the
Program and institutions interested in this topic have the capacity
to understand, implement, and monitor the legal requirements of
the system

Fulfilled
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7.2

Where local or national law is not consistent with the SISA, its
programs, relevant international treaties, conventions or other
instruments, a process is undertaken to reconcile the inconsistencies

7.2.1 The SISA and its programs establish a review procedure to address
to inconsistencies between standards, international agreements,
conventions or instruments, the local or national legal framework
and the Program

Not
fulfilled

According to Law No 2.308 of 2010, the SISA and its programs shall be in accordance
with state and national legal frameworks. The law addresses this requirement in Section
I, Article 2 establishing that the SISA "must comply with national and international
principles." This article highlights the SISA must respect the knowledge and rights of
indigenous peoples and traditional populations and human rights in general, and follow
federal laws on climate change and environmental services.
At the national level, the Federal Constitution of 1988, in its Article 225, notes that the
Government and the community as a whole have a duty to defend and preserve the
environment for the benefit of present and future generations. The program seeks to help
the State of Acre in this duty through the promotion of forest-based economy with
additional resources to increase the scope of its policies.
State and federal regulatory frameworks constitute the tools for the implementation of the
SISA and its programs and for the achievement of its objectives and principles.
Regulatory frameworks have been established to protect human rights in general and the
rights of Indigenous Peoples in particular, such as Indian Statute, Law N o 6.001/1973.
This instrument has established that the government should ensure the protection of
indigenous communities and their rights. This law is tied to instruments such as Decree
No 7.747 of 2012, which created the National Policy for Territory and Environmental
Management of Indigenous Lands (Política Nacional de Gestão Territorial e Ambiental de
Terras Indígenas - PNGATI). The Law of Public Forest Management (Federal Law N o
11.284 of 2006) assigns responsibility to the States to manage and conserve the State
public forests and their associated environments services, with rules established in the
New Brazilian Forest Code (Law No 12.651 of 2012).
The whole conceptual basis of the SISA, the instruments of monitoring and participation
control, planning tools, implementation and financing, as well as its principles and
strategies for achieving conservation, restoration and enhancement of environmental
services, provide compliance with all federal, state laws and treaties and international
agreements to which Brazil is a signatory.
The SISA’s ability to understand, implement and monitor legal requirements by the
providers can only be ensured at the state level. This happens through the bodies for
social participation and control, such as CEVA and Advisory Boards, since, in the case of
ISA Carbon Program this does not constitute a set of individual projects but more
comprehensive policies.
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Despite the existing efforts to create these capacities, the members of the councils do not
feel comfortable with SISA related issues given its complexity and interconnection with
other policies. For this reason, the members of the council decided to reelect the same
representatives in CEVA for a second mandte, taking into account the knowledge
adquired by these.
There are efforts to disseminate information to indigeous leaders taking into account the
sensitivity of the theme and of public policies dedicated to IP. We cannot say that the
beneficiairies of SISA aquired the capacities to understand, implement and monitor the
legal requirements of SISA.
Gaps:
o

o

We still need further information on how the SISA and its programs will explicitly
contribute to improve the respect, protection and fulfillment of human rights, in
accordance with these laws and treaties. It is worth mentioning that these activities
will require resources not yet provided.
We still do not have a specific procedure to identify inconsistencies with
international, national and state legal frameworks.

6. Recommendations
In consultation meetings held in April 2014 with groups of relevant actors, the first
recommendations for the monitoring of social and environmental safeguards SISA and its
programs were collected. More consultations are necessary for system robustness, and
feasibility of monitoring compliance.
There are general recommendations suggesting to contextualize and analyze clearly the
principles, criteria and indicators for the greatest possible objectivity, stating the sources
of verification and survey methodologies. It is suggested to further explain the structure of
this report in relation to models of international and Brazilian initiative safeguards and the
process of adapting to the reality of the indicators of Acre.
Other recommendations are specifically focused on the seven principles.
For the first principle, related to land rights, it is recommended to monitor and promote
the advancement of the state program of regularization ITERACRE .
For the second principle, related to the sharing of benefits generated by SISA and its
programs, it is recommended to ensure the transparency of information, especially on the
financial management of the system.
For the third principle, related to the contribution to livelihoods and well-being of
communities involved, it is recommended to monitor the investments made and planned
for the recovery and rehabilitation of degraded areas in the local economy, infrastructure
access and flow of production (including in connection with federal programs PAA , EPE)
for all conditions, contributing favorable to production (structural programs like Light for
education, information), the quality of implementation of public policies, such as PRONAF
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and other programs, noting that excessive bureaucracy can undermine local
development.
It is also recommended for principle 3, to monitor the use of financial instruments for
activities that reduce pressure on wild fauna and flora, incentives to search for new
productive alternatives (management of fauna and flora) and maintaining economic
safeguards, such as the guarranteed price of latex (established by Law No. 1277/1999 ) .
Finally, in relation to the same principle 3, it was recommended to promote diversification
of production in view of resilience in crisis, overcoming the limitations in the field for the
production, sharing and using knowledge, including practical knowledge of access to
technological support and mechanization.
For the fourth principle, related to the governance of the SISA and its programs, it is
recommended to monitor and improve the mechanisms of social participation at the local
level through COMDEMAs. It is also recommended to monitor and democratize the
election of the president. The system of governance must provide policies for public
relations. It should establish a regular dialogue between civil society and government
bodies. It should ensure the availability and enhancement for appropriate the land use
knowledge. It is suggested to consider, before the appointment or election of
representatives, their readiness for participation, beyond representation and how they
can help to promote implementation of new programs.
For principle five related to the maintenance of biodiversity and ecosystem services, it is
recommended to clarify how monitoring of biodiversity and ecosystem services in SISA
and its programs will be quantified, and consolidation of SEANP. It is recommended to
also consider the federal policies and programs on biodiversity; compare and connect the
monitoring activities in the different UC, as RESEX Cazumba, Chandless PE, and
existing initiatives in the border region with Peru.
For principle 6 related to the effectiveness of participation, it is recommended to improve
the transparency and timeliness of e-government portal. It is also recommended to
evaluate and strengthen the participation of directors in the preparation and monitoring of
SISA and their pograms as part of PPA's actions. It is recommended to monitor the
dialogue on SISA and its programs with communities / beneficiaries and several public
training programs on SISA and its programs. For this principle is considered desirable to
rely on an assessment of the needs for effective participation and use of modern media
for transparency, and knowledge transfer.
For principle 7 related to compliance with laws and conventions, it is recommended to
monitor the accuracy of inspection and compliance with the legal framework in relation to
recovery of Permanent Preservation Areas (APP, Riparian Forest) and demonstrate how
environmental regulation favors the production experiments.
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7.

FINAL CONSIDERATIONS

In conclusion, compliance with the principles can be summed up as follows:
Corresponding to Principle 1, identification and respect for the rights to land and resources are
being met in the implementation of integrated land management policies and participation.
Compliance also covers the incompatibility with disputes and transparent procedures related to
the rights to the carbon. Free, prior and informed consent (FPIC) and its international
declarations are being discussed among stakeholders. The FPIC is implicit in the design and
implementation of public policies, but has not been experienced in the practice of private
initiatives. Nor has it been applied no case of housing relocation yet.
Treating the division benefits generated by environmental services, the principle was 2 fulfilled
in the transparent and participatory analysis of the design. The provision of procedures for
implementation has so far only been partially fulfilled.
Principle 3 is intended to safeguard the affected communities welfare. It was met considering
the generation of resources, security and the mitigation of impacts. The principle was partially
fulfilled with respect to beneficiary evaluation and participatory monitoring of impacts.
The principle of governance, number 4, was met for the structure and existing policies. It was
only partially fulfilled in transparent and participatory procedures, and information flows,
including on financial resources.
Principle 5, which corresponds to the maintenance of biodiversity and ecosystem services was
met with a focus on mitigation measures and resources generated. The principle was partially
fulfilled for the identification and unfulfilled in providing evidence to monitor and mitigate
negative impacts.
Principle 6 regarding participation was fulfilled with respect to identification, characterization,
appropriate involvement of rights holders and stakeholders, provision of processes to resolve
and avoid conflicts of rightholders and disseminate the information necessary for their
participation. Identifying and respecting legal advice and available traditional knowledge are
assessed as partially met. The existence of a complementary specific standard on gender and
information and access regarding mechanisms for grievances have not been met. The sharing
of information from representatives to their bases does not apply at the time and there is a
difficulty to monitor this in the state scale.
For principle 7, the SISA and its programs comply with laws and conventions, but there is still
no procedure institutionally established to identify inconsistencies.
This report is a consolidation phase, ie a learning process and systematization of
recommendations, considerations and / or suggestions from relevant stakeholder groups of
Acre during the public consultation period of the report. This consultation, which aims to collect
and incorporate recommendations, corresponds to step 9 of the REDD + SES initiative process.
The last stage, 10 corresponds to the publication of the report containing the corporate
contributions.
Considering the contributions of CEVA and advice in the preparation of the monitoring plan in
Acre, in the future two additional steps are planned:
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a) Preparation an action plan to address the weaknesses identified in the gap analysis and
b) Feedback of the adopted monitoring instruments and learning to support the REDD + SES
process.

Already this first experience of applying these instruments has already identified lessons
learned and possible improvements in information gathering. So thanks to all for their generous
contributions for the proper implementation of SISA and its programs.

Facilitation Team
Contacts
gabinete.imc@ac.gov.br
giselle.monteiro@ac.gov.br
pavel.jezek@gmail.com
+55 (68) 3223 1933 / 3223 9963
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Estebancio Castro
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Executive Summary
The State of Acre in Brazil developed a comprehensive set of country-specific indicators and a selfassessment report of the social and environmental performance of the State System for Incentives
for Environmental Services (SISA) REDD+ program through a process that had strong stakeholder
participation and transparency following the ten steps of the Guidelines for the use of the REDD+
Social & Environmental Standards at Country Level (Version 2 November 2012) with some variations
described in this report.

A brief description of the jurisdiction and use of REDD+ SES guidance and tools
The State of Acre in Brazil was among the first jurisdictions in the world to use the REDD+ SES
guidance and tools and the first to have a REDD+ SES International Review performed. From 2010,
Acre started to implement the state law for the System of Incentives for Environmental Services
(SISA). The ISA Carbon Program under the SISA aims to reduce emissions from deforestation and
forest degradation (REDD) and provide social and environmental benefits from actions that promote
conservation and restoration of forests and their services. Acre used the REDD+ SES guidance and
tools from 2010 as a means of monitoring the performance of the ISA Carbon Program with respect
to these standards and the principles established by the SISA law.
The Institute for Climate Change (IMC), as government regulatory authority of SISA, is responsible for
monitoring the emission reductions of the program and to ensure and monitor compliance with
social and environmental safeguards governing the SISA. To ensure public participation in SISA the
State Commission for Validation and Monitoring (CEVA) was established in 2012 composed of four
representatives of the Government and four civil society members.

The purpose and scope of the International Review
This document provides an independent review of the extent to which Acre has used the process
described in the Guidelines for the Use of the REDD+ Social & Environmental Standards at Country
Level Version 2 November 2012 (REDD+ SES Guidelines). The International Review does not assess
the content of the country’s Safeguards Assessment Report (i.e. social and environmental
performance versus the country-specific principles, criteria and indicators), but assesses the extent
to which the REDD+ SES Guidelines have been followed. The REDD+ SES Guidelines set out a
methodology for enhanced transparency and a strong country-led, multi-stakeholder process that, if
followed, would be expected to lead to a fair and accurate monitoring and reporting of social and
environmental performance.
This International Review undertaken in Acre had the following objectives:
1. To assess the quality of the process followed to use REDD+ SES guidance and tools with
respect to inclusiveness, transparency, balanced participation of stakeholders,
responsiveness, and relevance to Acre’s context.
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2. To assess the extent to which the REDD+ SES Guidelines have been followed, and
understand the reasons for any significant differences between the actual process and the
process defined in the REDD+ SES Guidelines.
3. To learn from Acre’s activities that have led to outcomes and outcome pathways in using
REDD+ SES to provide constructive feedback to those responsible in Acre, to help the REDD+
SES secretariat to improve REDD+ SES strategy and guidance to assist other countries, and
for reporting to the donor (NORAD).
The review was guided by 8 questions (a) to (h) (see Summary of the Review Conclusions). This
review covers the process followed in Acre for the use of REDD+ SES from 2010 to 2014. For
logistical and planning reasons, the outcome evaluation for the third objective was undertaken
separately and the results are provided in an Annex to the full report. This document provides
recommendations and lessons learned from the review activities undertaken to address the first and
second objectives above.

The methods and criteria used for the International Review
The International Review was undertaken by a small team composed of three people approved by
the REDD+ SES International Steering Committee (ISC) supported by the REDD+ SES secretariat. The
team reviewed documents and conducted interviews in Rio Branco 28 April to 2 May 2014. A draft
version 1 of this report was produced in August 2014. This final version 2.2 was produced in October
2015 after Acre completed all ten steps of the REDD+ SES process, addressing feedback from the
REDD+ SES International Steering Committee, and incorporating further information and feedback
from IMC and CEVA in Acre. The report was approved by the ISC on 5 November 2015.
For each of the International Review questions and for each of the ten steps in the REDD+ SES
Guidelines, the review team provided one of the following three ratings:
Full application of REDD+ SES - Good practices defined in the REDD+ SES Guidelines have
been followed that are expected to provide credible and comprehensive safeguards
information.
Partial application of REDD+ SES - Good practices defined in the REDD+ SES Guidelines
have been followed with some variations that are not expected to greatly affect the quality of
the safeguards information.
REDD+ SES as guidance - Good practices defined in the REDD+ SES Guidelines have been
followed with variations that could affect the quality of the safeguards information.
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Summary of the review conclusions

•

Relevant rights holder and stakeholder groups identified and engaged

•

Balance of interests in governance of the process

•

Quality of the interpretation process to develop country-specific indicators
Quality of the assessment process to develop a safeguards assessment report

•

Effective participation of rights holders and stakeholders in consultations

•

Quality of the process for revisions to address stakeholder feedback

•

Transparency and accessibility of information

REDD+ SES ten-step process
•

Step 1 - Awareness raising and capacity building

•

Governance| Step 2 - Establish the Facilitation Team

•

Governance |Step 3 - Create the Standards Committee

•

Interpretation | Step 4 - Develop Plan for the REDD+ SES Process

•

Interpretation| Step 5 - Develop Draft Country-specific Indicators

•

Interpretation | Step 6 - Organize Consultations on Indicators

•

Assessment | Step 7 - Prepare Monitoring and Assessment Plans

Review conclusions
Relevant rights holder and stakeholder groups identified and engaged
a) To what extent were all the relevant rights holder and stakeholder groups identified and
given sufficient knowledge of the REDD+ program, safeguards issues, and the safeguards
process to be able to participate effectively?
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Strengths
Since 2009, Acre has been discussing a REDD+ program with capacity building and public
consultation, always with a special attention for risks and safeguards. This discussion has been
made with the help of specific methodologies where different public groups were identified and
efforts were made to provide sufficient knowledge to stakeholders for an informed participation.
Public councils, municipalities, Indigenous Peoples, smallholders, rubber tappers, and women’s
organization were involved in the discussions. Public technical staff specialized in working with these
groups were also mobilized.
In this context, the Acre government has clearly adopted an inclusive approach to identify the
relevant rights holders and stakeholders, to reach them and to allow them to have a meaningful
participation in REDD+ safeguards discussions.
Weaknesses
Awareness raising and capacity building with private sector organizations was limited to Asimmanejo
(Acre Logging industry association) that participated in capacity building as a member of CEVA.
Interviews with small producers, as well as the report from the planning workshop of the IMC
Monitoring Unit showed that even with the awareness raising and capacity building, small producers
had difficulties to understand fully what is at stake with safeguards as well as the different steps of
the process.
Although many Indigenous Peoples’ groups participated in the adaptation the REDD+SES principles,
criteria and indicators in Acre, it should be noted that many other Indigenous Peoples groups’ were
not part of this process even though they were invited to participate in workshops and consultation
meetings.
Recommendations
•
•
•

Make more effort to involve private actors and direct beneficiaries from private projects.
Use innovative methodologies and language to help to explain safeguards and technical content
to vulnerable groups including smallholders, rubber tappers and indigenous peoples.
Develop an approach to enable participation of more of Acre’s indigenous peoples groups in
future consultation and governance processes.

Balance of interests in governance of the safeguards process
b) How did the governance (facilitation and decision-making) of the safeguards process ensure
a balance of interests among government and relevant rights holder and stakeholder groups
for all key phases of planning, interpretation and assessment?
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Strengths
The REDD+ SES process has been facilitated by a Facilitation Team that prepared documentation
and made decisions in all key phases. CEVA, institutionalized by the SISA law, assumed the role of a
Standards Committee and was responsible for decision making. Besides CEVA’s key role, a specific
Indigenous Working Group was created to ensure that indigenous interests were taken into
consideration. The Indigenous Working Group can decide and propose any project that they may
want to develop in their territories.
CEVA representativeness of women, smallholders, workers and private interests ensured that civil
society rights holders’ and stakeholders’ perspectives all influenced decision-making. The
Indigenous Working Group also added to this representativeness and CEVA has made sure to seek
this group’s opinion and approval for all decisions. In addition, this governance structure allows for a
responsive process.
Weaknesses
According to IMC and CEVA’s own evaluation, they did not yet identify a verifiable and transparent
procedure to ensure effective participation of women in decision-making about activities affecting
their rights to land, territories and resources. CEVA is addressing this in 2015 through the creation of
a Gender Working Group that will advise CEVA and IMC on issues related to gender and women’s
rights. Targeted capacity building workshops are planned in different regions of the State to raise
awareness of gender issues and identify representatives for the working group. This is an example of
a weakness being addressed in order to become a strength.
Recommendations
•

•

Include a local civil society representative, ideally with connections to national processes, in
the Facilitation Team alongside IMC in order to facilitate outreach to local civil society and
also to insert the process into potential national civil society discussions on safeguards. In
2015, WWF is supporting with one person to work with IMC to enhance the implementation
of social and environmental safeguards for SISA. This helps to strengthen the involvement of
CEVA and civil society.
Develop and implement a verifiable process to ensure the full and effective participation of
women in decision-making on activities affecting them.

Quality of the interpretation process to develop country-specific indicators
c) What were the strengths and weaknesses of the interpretation process to develop
comprehensive safeguards indicators, adapting the REDD+ SES indicators to the country
context? Were all changes properly justified and did they maintain the key elements and the
overall intent of the REDD+ SES principles, criteria and indicators?
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Strengths
A major strength of the interpretation process to adapt the REDD+ SES indicators to the country
context was the use of a multi-stakeholder process. This ensured that key issues of importance to
stakeholders in Acre are included in the indicators and will be assessed.
The Facilitation team adapted the indicators to the local context, and also simplified the language of
the indicators. The Acre Facilitation team took the initiative to identify the essence of the indicator
and include other important elements as qualifiers to make the indicators easier to understand,
which was later adopted by the REDD+ SES Initiative for the Second Edition.
The changes that were made to the REDD+ SES framework of indicators were justified and, overall,
the resulting indicators are very comprehensive, covering a full range of safeguards issues, and
relevant to the Acre context.
Weaknesses
Some issues such as coherence of the ISA Carbon program with other relevant policies and plans,
including the contribution to sustainable development policies and plans and to strengthen human
rights, are only covered under one indicator.

Quality of the assessment process to develop a safeguards assessment report
What were the strengths and weaknesses of the assessment process? How comprehensive
was the assessment? Was appropriate information collected to provide sufficient evidence
for the analysis? 1
Strengths
The assessment was very detailed and provided information about most of the Acre-specific
indicators that had been developed through an inclusive participatory process with broad support
from stakeholders.
The detailed information is provided in a checklist format that organizes the information and
provides evidence for the performance with respect to each indicator. The information is
summarized in a Summary Self-assessment Report that helps stakeholders to understand the
assessment. In particular, the Summary provides information about the gaps in performance that
can provide the basis for future improvements to address safeguards for the SISA program.

1

These questions were not included in the terms of reference for the REDD+ SES International Review. They have
been included during the drafting of v2.0 of this report to give a more complete appraisal of the quality of the process
followed in Acre.
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Weaknesses
There was no development of a specific Monitoring or Assessment Plan tailored to the current
assessment period.
The Monitoring Plan lacked details on responsibilities for collecting or providing the information. The
entities involved were also not included in the assessment report, so it was not clear if the
information was collected by IMC or by third parties. It would be helpful to include this in the report
because the level of participation in collecting information provides an indication about the credibility
of the report.
A lack of detail in the monitoring plan on specific information to be collected, and methods for
collection (e.g. for collection of primary or secondary data) led to an assessment report that lacks
detailed information to demonstrate the performance during the assessment period. In some cases,
the assessment report does not provide adequate evidence to justify why an indicator is ‘Fulfilled’ or
‘Partially fulfilled’ (see Section 5.8).
In general, the assessment report relies too heavily on statement of laws and does not provide
specific information about progress with respect to the indicator during the assessment.
Recommendations
•
•
•
•

•

Define the scope of the assessment in advance and get approval for the scope from CEVA;
defining what components of the program will be assessed for what time period.
Prepare a version of the Monitoring Plan for the current assessment that specifies which
indicators will be monitored and provides a rationale for why some are excluded.
Include information about who is responsible for collecting or providing different information
in the Monitoring Plan.
Provide more detail in the Monitoring Plan about the specific information to be collected and
the methods for collection in order to be able to provide sufficient information to justify
whether an indicator is ‘Fulfilled’ or ‘Partially fulfilled’.
Ensure that the assessment report provides sufficient information or evidence to justify the
ratings ‘Fulfilled’ or ‘Partially fulfilled’. For example, in addition to information about the
existence of a policy, law or regulation, provide information about whether it is actually
implemented. This is important in order to be able to provide information on how the
safeguards were respected during the assessment period.

Effective participation of rights holders and stakeholders in consultations
d) To what extent did relevant rights holder and stakeholder groups participate effectively in
consultations about the indicators and in review of the Assessment Report and how could
this be improved?
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Strengths
The relevant rights holders and stakeholders participated effectively in consultations about the
indicators and the draft assessment report since this was carried out through face to face
consultations (meetings and workshops) and sometimes by email. The workshops were particularly
important for the engagement of Indigenous Peoples and other communities who are not well
informed with electronic communication. The State of Acre provided some logistics to enable an
effective participation.
Weaknesses
The consultation process could have been improved by providing copies of the documents for
consultation to the different stakeholder and rights holder groups in advance in order to have more
effective participation.
There is a REDD+ SES indicator on ensuring that representatives provide information back to people
they represent. However, the timeframe did not provide enough time for communities and
constituencies to provide their input.
Recommendations
•
•

Provide copies of documents to the different rights holder and stakeholder groups in
advance of consultations.
Encourage representatives to provide information back to their constituents, and to seek
their input, and allow sufficient time for this process.

Quality of the process for revisions to address stakeholder feedback
e) How were indicators and the Assessment Report revised based on feedback received from
rights holders and stakeholders?
Strengths
The indicators and the assessment report were revised based on feedback received from rights
holders and stakeholders and this process was seen as positive by the stakeholders. For
consultations on the indicators and also for consultations on the draft assessment report, IMC
organised workshops with different stakeholder groups including small producers, indigenous
peoples, civil society organisations (including social movements) and a combined meeting of the
three State Councils. This process also encouraged some rights holders like the Indigenous Peoples
to produce a “plan of life” for their constituencies.
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Weaknesses
While IMC and the stakeholders affirm that comments received were compiled and addressed in the
revised documents, this process was not documented and the comments and responses were not
published.
Recommendations
•

Publish a full compilation of the comments received and how they were addressed in the
revision of the indicators and the assessment report.

Transparency and accessibility of information
f)

How transparent was the process and how was all relevant information (plan and timeline
for developing the country safeguards approach, draft indicators, consultation process,
comments, response to comments, draft assessment, final Assessment Report etc.) made
publicly available and appropriately accessible. To what extent did this enable effective
participation of all relevant rights holder and stakeholder groups?

Strengths
The process followed by Acre to provide information to stakeholder groups and members of the
numerous governance bodies of the program prioritized transparency. There was extensive use of
the IMC website for distribution of information.
There was an attempt in different parts of the process to tailor communications (beyond the website)
to enable effective participation of rights holder and stakeholder groups which do not use the
internet regularly. The State of Acre has an inclusive approach to development and implementation
of public policies and related processes. Therefore, Indigenous Peoples and other communities have
been approached and informed electronically and by workshops.
Weaknesses
At times, the website was not always maintained with current information. It was not clear from
some of the information provided on the website, how stakeholder engagement (via public
comments) was facilitated through the website.
An effective participation and dissemination process is time consuming and expensive to do a proper
job.
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Recommendations
•
•
•
•

Develop a website/push email functionality to allow stakeholders to sign up and receive
automatic updates on the program.
Publish 2014 and 2015 documentation about CEVA and its meetings on IMC website.
Publish and disseminate all future plans related to safeguards assessment and review. This
will provide stakeholders with advance notice of opportunities to participate.
Communicate the project assessment process to project proponents (Private Projects of the
ISA Carbon Program of SISA as specified in the Manual de Monitoramento das Salvaguardas
Socioambientais de REDD+ no SISA). It is also recommended to conduct an assessment of
any conflict, overlap and/or additional requirements when compared to existing international
market standards (unless required by Acre law).

REDD+ SES 10 step process
g) What were the challenges in following the REDD+ SES ten-step process, how did the process
followed vary from the Guidelines for the Use of REDD+ SES at Country Level (November
2012) and how may these variations have affected the quality of the safeguards information
positively or negatively?
It was clear that Acre made a very strong attempt to follow the REDD+ SES Guidelines and apply the
defined process. They have been largely successful in that effort, with only minor variations that are
unlikely to affect the quality of the safeguards information. More significant variations only occurred
in Step 8 Collecting and Assessing Safeguards Information where a lack of detail in the monitoring
plan on specific information to be collected, and methods for collection (e.g. for collection of primary
or secondary data) led to an assessment report that, in several cases, lacks detailed explanation of
performance during the assessment period.
The challenges observed through the International Review process were mainly based on two points
1) Acre was building their regulations for implementation of the SISA law at the same time it was
developing the REDD+ SES process and the government required that these two efforts were
integrated which made it more complex and 2) Acre was the first jurisdiction to move through the
REDD+ SES process and complete a assessment report thus having to forge a new path on each
element.
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Lessons Learned
h) What do different stakeholder groups (including government) and the members of the review
team think could be improved in the approach to safeguards for REDD+ in Acre, and what
lessons learned could improve the REDD+ SES guidance and tools for other countries?
This International Review was conducted through a participatory process. The review team learned
from the different stakeholders interviewed in Acre about their views on strengths, weaknesses,
suggestions for improvement and lessons learned. Specific recommendations for Acre are included
under questions a-f above. General lessons learned for other countries and for REDD+ SES Initiative
include:
•

•
•
•

•

•

•
•

•

An iterative, inclusive and participatory process, with adequate time and resources, helps to
develop shared ownership of the results and the process to implement and monitor
safeguards.
A multi-stakeholder process helps to ensure that key issues of importance to stakeholders
are included in the indicators and will be assessed.
It is important to strengthen existing institutions or develop new ones when key stakeholder
groups such as Indigenous Peoples and women are not adequately represented.
It helps the government agency responsible for safeguards to have support from a civil
society organisation ideally with connections to related national processes to facilitate the
safeguards process.
Simplifying the language of the indicators, and using local terms, helps to facilitate the
participation of a wider range of stakeholders, including Indigenous Peoples and local
communities.
It is important to develop an assessment plan that outlines the process and timing for the
development of the assessment report as well as a monitoring plan that identified what
information should be collected, using what methods and by whom, and to tailor them for the
current period.
It is important to give members of the multi-stakeholder committee sufficient time to review
documents before meetings and to consult with their constituents.
Recognising that it may be helpful to adopt a stepwise approach to providing information on
how safeguards are addressed and respected, it may be helpful for the first assessment
report to focus on a gap analysis of existing policies, laws and regulations to address the
safeguards elements in the indicators, with the aim that future assessments will also assess
the extent of their implementation.
It is important to incorporate an additional step in the 10-step process for using REDD + SES
at country level to develop an action plan from the assessment report in order to address the
identified gaps and improve the design and implementation of the REDD + program.
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Abbreviations
ASIMMANEJO
CCBA
CDRF
CDSA
CEF
CEMACT
CEVA
CSO
CUT
EMBRAPA
GT
GTA
IMAFLORA
IMC
ISA
ISC
JNR
PGE
REDD
REDD+

REDD+ SES
SEDENS

SEMA
SISA
UNFCCC
VCS
WWF

Associação das Indústrias de Madeira de Manejo do Estado do Acre (Acre
Logging Industry Association)
Climate, Community & Biodiversity Alliance
Conselho de Desenvolvimento Rural (Rural Development Council)
Companhia de Desenvolvimento de Serviços Ambientais (Company for
Development of Environmental Services)
Conselho Florestal (Forests Council)
Conselho de Meio Ambiente (Environment, Science and Technology Council)
Comissão Estadual de Validação e Acompanhamento (State Commission for
Validation and Monitoring)
Civil Society Organisation
Central Única de Trabalhadores (Union of Workers)
Empresa Brasileira de Pesquisa Agropecuária (Brazilian Agricultural Research
Company)
Grupo de Trabalho (Working Group)
Grupo de Trabalho Amazônico (Amazon Working Group)
Instituto de Manejo e Certificação Florestal e Agrícola (Institute of Forestry and
Agricultural Certification)
Instituto de Mudanças Climáticas e Regulação de Serviços Ambientais (Institute
of Climate Change and Environmental Services Regulation)
Incentivos por Serviços Ambientais (Incentives for Environmental Services)
International Steering Committee
Jurisdictional and Nested REDD
Procuradoria Geral do Estado (State General Public Attorney)
Reducing Emissions from Deforestation and forest Degradation in developing
countries
Reducing Emissions from Deforestation and forest Degradation in developing
countries; and the role of forest conservation, sustainable management of
forests, and enhancement of forest carbon stocks in developing countries
REDD+ Social and Environmental Standards
Secretaria de Estado para o Desenvolvimento da Silvicultura, Indústria, Comércio
e Serviços Sustentáveis (Secretaria of State for Development of Forestry,
Industry, Commerce and Sustainable Services)
Secretaria de Estado de Meio Ambiente (Secretary of State for the Environment)
Sistema de Incentivos por Serviços Ambientais (System of Incentives for
Environmental Services)
United Nations Framework Convention on Climate Change
Verified Carbon Standard
WorldWide Fund for nature
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Objectives and scope of the REDD+ SES International Review in Acre
Objectives
REDD+ SES International Review provides a formal review of the full process followed to use REDD+
SES guidance and tools to develop a participatory, transparent and comprehensive country
safeguards approach in relation to governance, interpretation and assessment, in particular the use
of the full ten-step REDD+ SES process defined in the REDD+ SES Guidelines Version 2 (November
2012). This is normally undertaken once the Assessment Report has been published by the country
and a report has been produced of the process used for the assessment (on completion of Step 10).
The REDD+ SES International Review does not assess the content of the country’s Safeguards
Assessment Report (i.e. social and environmental performance versus the principles, criteria and
indicators), but assesses the extent to which the REDD+ SES Guidelines have been followed. The
REDD+ SES Guidelines call for enhanced transparency and a strong country-led, multi-stakeholder
process that is expected to lead to a fair and accurate assessment of social and environmental
performance. The REDD+ SES International Review assesses the extent to which a country can
claim that it is applying REDD+ SES guidance and tools.
This International Review undertaken in Acre had the following objectives:
1. To assess the quality of the process followed to use REDD+ SES guidance and tools with
respect to inclusiveness, transparency, balanced participation of stakeholders,
responsiveness, and relevance to Acre’s context.
2. To assess the extent to which the REDD+ SES Guidelines (2012) have been applied, and
understand the reasons for any significant differences between the actual process and the
process defined in the REDD+ SES Guidelines.
3. To learn from Acre’s activities that have led to outcomes and outcome pathways in using
REDD+ SES to provide constructive feedback to those responsible in Acre, to help the REDD+
SES secretariat to improve REDD+ SES strategy and guidance to assist other countries, and
for reporting to the donor (NORAD).
For logistical and planning reasons, the REDD+ SES Initiative decided in April 2014 to separate the
outcome evaluation for the third objective into a separate study, the methodology and results of
which are provided in an Annex to this report. This document provides recommendations and
lessons learned from the review activities undertaken to address the first and second objectives
above.

Scope and criteria
This review covers the process followed in Acre for the use of REDD+ SES from 2010 to 2015.
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The following questions were addressed by the review:
a) To what extent were all the relevant rights holder and stakeholder groups identified and
given sufficient knowledge of the REDD+ program, safeguards issues, and the safeguards
process to be able to participate effectively?
b) How did the governance (facilitation and decision-making) of the safeguards process ensure
a balance of interests among government and relevant rights holder and stakeholder groups
for all key phases of planning, interpretation and assessment?
c) What were the strengths and weaknesses of the interpretation process to develop
comprehensive safeguards indicators, adapting the REDD+ SES indicators to the country
context? Were all changes properly justified and did they maintain the key elements and the
overall intent of the REDD+ SES principles, criteria and indicators?
d) To what extent did relevant rights-holder and stakeholder groups participate effectively in
consultations about the indicators and in review of the Assessment Report and how could
this be improved?
e) How were indicators and the Assessment Report revised based on feedback received from
rights holders and stakeholders?
f) How transparent was the process and how was all relevant information (plan and timeline for
developing the country safeguards approach, draft indicators, consultation process,
comments, response to comments, draft assessment, final Assessment Report etc.) made
publicly available and appropriately accessible. To what extent did this enable effective
participation of all relevant rights holder and stakeholder groups?
g) What were the challenges in following the REDD+ SES ten-step process, how did the process
followed vary from the Guidelines for the Use of REDD+ SES at Country Level (November
2012) and how may these variations have affected the quality of the safeguards information
positively or negatively?
h) What do different stakeholder groups (including government) and the members of the review
team think could be improved in the approach to safeguards for REDD+ in Acre, and what
lessons learned could improve the REDD+ SES guidance and tools for other countries?
Questions (a) to (f) cover general issues of transparency, participation, responsiveness etc. The
review team decided that an important issue was missing from these questions and added a
question on the quality of the assessment process to develop and assessment report. For each of
the above questions, the review assessed how the issue was addressed in Acre and what were the
strengths and weaknesses of the approach used as well as any recommendations to strengthen the
process in Acre. Question (g) relates to the process followed for the ten steps of the REDD+ SES
Guidelines and the extent of any variations. The review highlights significant differences versus the
REDD+SES Guidelines and how Acre justifies the modifications. Question (h) relates to lessons
learned.
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Context
The REDD+ SES Initiative was started in 2009 to develop voluntary best-practice standards used
through a multi-stakeholder process to support effective implementation and credible reporting on
safeguards for government-led REDD+ programs. REDD+ SES is an initiative of the Climate,
Community & Biodiversity Alliance (CCBA), a partnership of NGOs (CARE, Conservation International,
Rainforest Alliance, The Nature Conservancy and Wildlife Conservation Society). The Initiative is
hosted by CARE and managed by the CCBA secretariat based at Conservation International with
technical support from the Proforest Initiative. The Initiative is overseen by an International Steering
Committee of representatives from governments, multilateral organizations, Indigenous and
Community organizations, social and environmental NGOs and private sector mostly from countries
where REDD+ is implemented.
REDD+ SES guidance and tools were developed through a transparent and inclusive multistakeholder process from 2009. The aim was to create a framework that countries could use on a
voluntary basis to demonstrate high social and environmental performance of a government-led
REDD+ program. The initial focus was on development of principles, criteria and a framework for
indicators that could be adapted to the country context through a country-led multi-stakeholder
process. As the initiative developed, greater emphasis was placed on adoption of good practices for
a transparent, multi-stakeholder process to use the REDD+ SES at country-level published in the
Guidelines for the use of REDD+ SES at country level. The countries, including Acre, that started to
pilot the use of REDD+ SES guidance and tools in 2010 started using the REDD+ SES content and
process while they were undergoing development and revision, and contributed greatly to the
development of REDD+ SES guidance and tools. As other countries have started to use REDD+ SES
guidance and tools, they are using the content and process in different ways, with different levels of
variation from the international REDD+ SES content and process. This is the first REDD+ SES
International Review and is a step towards providing independent review of the quality and level of a
country’s use of REDD+ SES at the request of the country concerned. As such, this exercise should
be seen as an important opportunity for learning to support the further development and
strengthening of Acre’s safeguards information system which has been developed using REDD+ SES
guidance and tools, to disseminate lessons learned to other countries and also to strengthen the
REDD+ SES Initiative guidance and tools, including the methods and process for further REDD+ SES
International Reviews.
Acre is among the first jurisdictions in the world to pilot the use of the REDD+ SES guidance and
tools and the first to have a REDD+ SES International Review performed in 2014. During the piloting
of the REDD+ SES guidance and tools, Acre was starting to implement their state law for the System
of Incentives for Environmental Services (SISA) and developing the ISA Carbon Program under the
SISA. SISA is a set of principles, guidelines, institutions, and instruments that aims to create an
adequate structure for innovative economic development in the 21st Century through the economic
valuation of the environment through incentives for ecosystem services.
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The ISA Carbon Program has been part of SISA implementation since the beginning. ISA Carbon
Program promotes carbon sequestration, stock maintenance and decreases the flux of carbon
through Reducing Emissions from Deforestation and Degradation - REDD. The ISA Carbon Program
leverages institutions created under SISA to provide social and environmental benefits from actions
that promote conservation, preservation and restoration of forests and their services. To ensure that
these social and environmental benefits are achieved in an integrated and sustainable manner, and
to comply with the principles determined by the SISA law, Acre decided to use the REDD+ SES
guidance and tools from 2010 as a means of monitoring the performance of the ISA Carbon Program
and the broader SISA activities with respect to the safeguards principles established by the SISA law
and also the Brazilian social and environmental safeguards on which the SISA safeguards were
based. The REDD+ SES guidance and tools also provide Acre with the basis for a safeguards
information system to show how the UNFCCC Cancun safeguards are addressed and respected, and
to meet the safeguards requirements of potential donors such as the potential future California capand-trade system.
Being the first and not building the ISA Carbon Program as a standalone program, but integrated into
the existing and newly developing SISA policy, required significant development of capacity within the
institutional governance structures of Acre. There was no other jurisdiction to learn from. In addition,
Acre started to use Version 1 of REDD+ SES principles, criteria and indicators framework in 2010.
Experiences from Acre and other early users of REDD+ SES fed into the development of a more
streamlined Version 2 of REDD+ SES principles, criteria and indicators framework released in
September 2012, which adopted several innovations from Acre. The Acre team subsequently
changed their principles and criteria to follow Version 2 of REDD+ SES, which created some
confusion among stakeholders and slowed the process. Furthermore, Acre started using REDD+ SES
before the first Guidelines for the Use of REDD+ SES at Country Level were issued in February 2011,
and had completed a significant part of their REDD+ SES process before Version 2 of the Guidelines
were published in November 2012. This is particularly significant for this review which assesses the
extent to which Acre followed Version 2 of the REDD+ SES Guidelines.
The Acre teams involved in developing the SISA law, defining the ISA Carbon Program and using the
REDD+ SES Guidelines describe the process as a “learning by doing process” and “that the quality
and consistency of team members, was a main component of the program’s success”. From the
review team’s meetings with the people involved in using the REDD+ SES Guidelines, it was clear
that the quality of leadership, level of commitment to achieving outputs, and the pure will to conduct
a REDD+ SES process that trained and engaged a broad group of actors was core to Acre’s
achievement of being the first to be ready for a REDD+ SES International Review.
The Institute of Climate Change (IMC) of the State of Acre is requesting a REDD+ SES International
Review to confirm the quality of the use of REDD+ SES applied to ISA Carbon program under SISA
following the REDD+ SES Guidelines. Acre is simultaneously pursuing validation and verification
against the Jurisdictional and Nested REDD (JNR) requirements of the Verified Carbon Standard
(VCS). The REDD+ SES review will inform the VCS JNR validation and verification. In addition, this
review provides an opportunity to learn from Acre’s experience using REDD+ SES Guidelines, and to
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assess the contribution of any modifications that have been made in Acre, such as the development
of an action plan based on the performance assessment, in order to provide constructive feedback
to those responsible in Acre, to improve REDD+ SES guidance and tools, and to assist other
countries.

Indicators for review conclusions
In addition to providing a review of achievements and challenges in using the REDD+ SES guidance
and tools to assist with development of a participatory, transparent and comprehensive country
safeguards approach, the review provides a conclusion on the extent of the country’s use the
REDD+SES Guidelines. This is considered both for the International Review questions (a)-(g) (related
to participation, inclusiveness, responsiveness etc.) and also for the ten steps of the REDD+ SES
process, in one of the following three categories:
Full application of REDD+ SES - Good practices defined in the REDD+ SES Guidelines have
been followed that are expected to provide credible and comprehensive safeguards
information.
Partial application of REDD+ SES - Good practices defined in the REDD+ SES Guidelines
have been followed with some variations that are not expected to greatly affect the quality of
the safeguards information.
REDD+ SES as guidance - Good practices defined in the REDD+ SES Guidelines have been
followed with variations that could affect the quality of the safeguards information.

REDD+ SES International Review Process
Methods
The REDD+ SES International Review was undertaken by a small team composed of three people.
The team members are experts approved by the REDD+ SES International Steering Committee (ISC)
that were selected to include:
• Expertise on relevant social, governance and environmental issues in Brazil, especially those
of particular relevance to Acre’s use of REDD+ SES such as engagement of Indigenous
Peoples and small producers
• Knowledge of the social, economic, environmental and legal context in the Brazilian Amazon
• Experience of using REDD+ SES in another country.
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Team members:
•
•
•
•

Leslie Durschinger, Terra Global Capital, REDD design and finance expert and REDD+ SES
ISC member - Team Leader
Estebancio Castro, Indigenous Peoples expert and REDD+ SES ISC member
Alice Thuault, Instituto Centro de Vida, Brazilian REDD+ safeguards expert
Joanna Durbin of the REDD+ SES secretariat supported the review team as a resource
person. Ricardo Wilson-Grau, an independent consultant experienced in outcome harvesting
led the outcome evaluation in collaboration with Joanna Durbin.

The review team was provided documents for review by the REDD+ SES Secretariat prior to a country
visit to Rio Branco in Acre which was conducted between 28 April and 2 May 2014, where the review
team met with members of the Acre government, stakeholders and beneficiaries of the Acre’s
REDD+ Program. The scope of this review was limited by total days allowed for analysis for the
review team of approximately 30 total person-days and the 5 days for the country visit.
The outcomes were collected through interviews conducted by phone and email by Ricardo WilsonGrau with key informants in Acre and the REDD+ SES Initiative in May to Auguest 2014, and was
complemented by additional interviews undertaken by Joanna Durbin and Aurelie Lhumeau of the
REDD+ SES Secretariat in April and July 2015. The methodology and report of the outcome
evaluation are presented in Annex 3 of this report.

Document review
IMC of the Government of Acre provided a significant number of documents for the team’s review.
These included documents that were part of the public process as well as confidential documents.
In some cases the documents were still in draft form and the review included documents that were
prepared by other organizations. Annex 1 contains a listing of the key documents reviewed by the
team.

Interviews
During the field trip and in follow-up phone interviews the following stakeholders in Acre were
interviewed:
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Stakeholder
Group
1

IMC
(Facilitation
Team)

Who (Acre)
Magaly da Fonseca e Siva Taveira
Medeiros
Mônica Julissa de Los Rios
Giselle Monteiro
Pável Jezek

2

Members of the Francisca Oliveira de Lima Costa
(Organização de Professores Indígenas
Indigenous
do Acre – OPIAC)
Working Group
Lucas Manchineri (Asis Brasil)
Tashka Yawanawa (Associação
Sociocultural Yawanawa)

Action/Topics to Cover
• Introductions
• Presentation of the REDD+ SES
process and its recent updates
• Expectations for the Acre REDD+
SES International Review
• Discussion led by the review
team
• Discussion led by the review
team
• Input provided by stakeholders
on specifics of engagement with
the REDD+ SES process

Marcelo Piedrafita (Assessoria Especial
de Assuntos Indígenas do Gabinete do
Governador – AEAI)
Laura Soriano Yawanawa (IMC)
3

CEVA
(Standards
Commitee)

Joci Aguiar (RAMH/ GTA),
Fátima de Oliveira (Asimmanejo)
Camila Monteiro Braga de Oliveira
(Asimmanejo)
Marta Azevedo (IMC)

4

See Annex 2
Beneficaries
(small
holder
producers)

5

Forest,
See Annex 2
Environment
and
Rural
Development
Councils

6

Project
Developer

• Discussion led by the review
team
• Input provided by stakeholders
on specifics of engagement with
the REDD+ SES process
• Discussion led by the review
team
• Input provided by stakeholders
on specifics of engagement with
the REDD+ SES process
• Discussion led by the review
team
• Input provided by stakeholders
on specifics of engagement with
the REDD+ SES process

Wanderlei Cesário (landowner from the
Purus project)

Comment Overview

• Discussion led by the review
team
• Input provided by stakeholders
on specifics of engagement with
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7

Acre
Environmental
Services
Company
(CDSA)

Alberto Tavares (Dande) (President)

• Discussion led by the review
team
• Input provided by stakeholders
on specifics of engagement with
the REDD+ SES process

At the start of these interviews, participants were given an overview of the purpose for the meeting
and the REDD+ SES International Review objectives and process. The review team then asked a set
of prepared questions based on the perceived involvement of each stakeholder group in the REDD+
SES process. The stakeholders were also asked open ended questions about their involvement in
the ISA Carbon Program and REDD+ SES process. Most meetings were conducted in Portuguese and
English translation was provided for members of the review team who did not understand. The
REDD+ SES secretariat took notes during meetings and some meetings were recorded. A list of
participants in each of the interviews can be found in Annex 2.

Process followed to review and finalize the report
Draft version 1 of this report was produced by the International Review team in August 2014 and
included a list of the additional information and data requested from Acre.
A draft version 2.1 was prepared by the REDD+ SES Secretariat in August 2015 after Acre completed
all ten steps of the REDD+ SES process. Version 2.1 reorganised the presentation of information in
the report to address feedback from the REDD+ SES International Steering Committee meeting in
November 2014, and incorporated new information received from IMC and CEVA in Acre. Version
2.1 was reviewed by IMC, CEVA and the REDD+ SES International Steering Committee. Comments
received were taken into account in the preparation of this final version 2.2. This report remains
confidential until it has been published by the REDD+ SES Initiative.

General
Summary Description of the Jurisdictional REDD+ Program
The State of Acre Sustainable Development Policy considers forested and deforested areas as an
integrated management landscape. The forest is considered a provider of environmental products
and services. Based on this, the State of Acre has developed, since 1999, a set of public policies,
enforcement measures and institutional enhancement, whose results began to be reflected in the
consistent reduction of deforestation rates from 2006. The State further built on its experience and
created the State System of Incentives for Environmental Services - SISA by State Law No 2.308 of
2010. This law aims at establishing, through valorization of environmental services, the necessary
conditions for their preservation, recovery and enhancement. This goal considers the participation of
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all sectors in the implementation of actions and shared and participatory management of this
system.
The SISA was the result of discussions and consultations with various important sectors of society in
order to promote their quality of life in a sustainable manner ensuring the preservation of forest
assets and improving the quality of life of rural populations, as well as increased productivity and
income from their economic activities. The law that established the SISA regulates programs for each
environmental service, among them the Program of Incentives for Environmental Services from
Forest Carbon (Programa de Incentivos a Serviços Ambientais do Carbono Florestal), known as the
‘ISA Carbon Program’. It constitutes the legal framework of a sub-national jurisdictional program for
reducing emissions from deforestation and forest degradation, as well as sustainable forest
management and recovery and increase carbon stocks through sequestration activities by
reforestation - REDD+. In this regulatory framework, the Certified Emissions Reduction (Reduções
Certificadas de Emissões - RCEs) constitute jurisdictional environmental assets that will be used by
the State of Acre, as established in SISA law, on behalf of sustainable development actions.
The main incentives related to this program include: promoting the transition from traditional
livestock and agricultural production systems to more productive ones, reducing the need to expand
the original production area and thus avoiding further deforestation; increasing the economic value
of standing forests, to improve the quality of life of forest-dependent people and increase the
conservation of forests; and, finally, the distribution of benefits from environmental services, based
on the commercialization of carbon credits from avoided deforestation and from carbon
sequestration through forest regeneration and restoration.
The SISA law includes the following guiding principles for the implementation of all activities:
a) Responsible and wise use of natural resources;
b) Recognition and respect for the knowledge and rights of Indigenous Peoples and of
traditional and extractivist2 populations as well as human rights;
c) Identity strengthening and respect for cultural diversity, increased quality of life and
engagement in poverty reduction;
d) Use of economic incentives for the consolidation of a forest-based sustainable
economy;
e) Transparency and social participation in the formulation and execution of public
policies;
f) Fair and equitable distribution of economic and social benefits deriving from
sustainable development public policies.

2

Such as rubber tappers
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Jurisdictional REDD+ Program Location
Because it is an initiative at the jurisdictional scale, the geographic delimitation corresponds to the
territory of the State of Acre, located in the extreme Southwest of the Brazilian Amazon, between
latitudes 07°07'S and 11°08'S and longitudes 66°30'W and 74°00'WGr (Figure 1). According to
the Brazilian Institute of Geography and Statistics (Instituto Brasileiro de Geografia e Estatística IBGE), its official land area is 164,221 km2 (16,422,136 ha) corresponding to 4% of the Brazilian
Amazon area and 1.9% of the national territory. Its length is 445 km in north-south direction and 809
km across its east-west axis. The State has international borders with Peru and Bolivia, and with the
national states of Amazonas and Rondônia.

Figure 1. Location of the program area (State of Acre) in relation to Brazil and the world

Jurisdictional Entities and Stakeholder Groups Involved in the Jurisdictional REDD+
Program
The figure below provides an overview of the entities involved in the governance of the social and
environmental monitoring and the use of REDD+ SES in Acre.
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Organizations
AAI

Assessor Especial para Assuntos Indígenas - Gabinete do Governador (Special
Advisor on Indigenous Issues – Office of the Governor

ASIMMANEJO

Associação das Indústrias de Madeira de Manejo do Estado do Acre (Acre Logging
Industry Association)

CDRF

Conselho de Desenvolvimento Rural (Rural Development Council)

CDSA

Companhia de Desenvolvimento de Serviços Ambientais (Company for
Development of Environmental Services)

CEF

Conselho Florestal (Forests Council)

CEVA

Comissão Estadual de Validação e Acompanhamento (State Commission for
Validation and Monitoring)

CPI

Comissão Pró-Índio do Acre (Pro-Indigenous Commission of Acre)

CUT

Central Única de Trabalhadores (Union of Workers)

EMBRAPA

Empresa Brasileira de Pesquisa Agropecuária (Brazilian Agricultural Research
Company)

FUNAI

Fundação Nacional do Índio (National Indigenous Foundation)

GT

Grupo de Trabalho (Working Group)

GTA

Grupo de Trabalho Amazônico (Amazon Working Group)
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IMC

Instituto de Mudanças Climáticas e Regulação de Serviços Ambientais (Institute of
Climate Change and Environmental Services Regulation)

PGE

Procuradoria Geral do Estado (State General Public Attorney)

SEMA

Secretaria de Estado de Meio Ambiente (Secretary of State for the Environment)

WWF

WorldWide Fund for nature

Jurisdictional program proponents (SEDENS and CDSA)
Under SISA, the State Government through the State Secretariat for the Development of Forestry,
Industry, Commerce and Sustainable Services (Secretaria de Estado de Desenvolvimento Florestal,
da Indústria, do Comércio e dos Serviços Sustentáveis - SEDENS) assumes the role of REDD+
Program Proponent, responsible for the preparation, implementation, operation and maintenance of
the program and the assets generated by it, and for the equitable distribution of the benefits among
the providers of environmental services and beneficiaries of the system. These are the entities that
operate the REDD+ SES Program.
The Environmental Services Development Company (Companhia de Desenvolvimento de Serviços
Ambientais - CDSA), created with the mandate to generate and dispose of assets resulting from
ecosystem services and products originated from programs, sub-programs, plans and projects under
the SISA, is the authorized representative of SEDENS to request registration of assets generated
under this program. According to Law No 2.728 of August 21, 2013, the Executive Branch is
authorized to transfer certified carbon emission reductions to the CDSA. Once the assets are owned
by the CDSA, it will have the same responsibilities as the Program Proponent.
Facilitation team (IMC)
The Institute for Climate Change (IMC), as government regulatory authority of SISA, is responsible for
monitoring the emission reductions of the program and to ensure and monitor compliance with
social and environmental safeguards governing the SISA. As such, IMC is the government agency
responsible for the use of REDD+ SES.
During 2010 to 2012, the Facilitation Team for the use of the REDD+ SES guidance and tools was
composed of IMC and CARE Brazil, who provided technical assistance to IMC. Subsequently IMC
alone has ensured the facilitation.
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Standards committee (CEVA)
To ensure public participation in the policy of incentives for environmental services the State
Commission for Validation and Monitoring (CEVA) was created under SISA, established by Decree No.
4.300 of July 18, 2012. The Commission is composed of eight institutions, four representatives of
the Government - Brazilian Agricultural Research Corporation (EMBRAPA), Institute for Climate
Change and Environmental Services Regulation (IMCI), the State Attorney General (PGE) and
Secretary of State for the Environment (SEMA), and four representatives of organized civil society Association of Industries of Timber from Forest Management of The State of Acre (ASIMMANEJO),
Central Labor Union (CUT), Amazonia Working Group Network (GTA) and World Wide Fund for Nature
in Brazil (WWF Brazil). The civil society members of CEVA are elected for a two year term by the three
Councils that provide a joint civil society and government platform to oversee the development of
environmental policies in Acre: the Environment, Science and Technology Council, the Forest Council
and the Rural Development Council (see 3.3.5). The Government members of CEVA are appointed
by the Government of Acre. CEVA reports to the Councils.
CEVA functions as the country-level Standards Committee for the use of REDD+ SES guidance and
tools. The responsibilities of CEVA are to:
•
•
•
•
•
•
•

Ensure transparency and social control of programs, subprograms, action plans and special
projects of SISA;
Analyze and approve proposed rules of SISA proposed by IMC;
Provide input on the terms of reference for hiring independent external audit and define,
together with IMC, the minimum requirements for approval;
Provide recommendations for the continuous improvement of SISA;
Prepare and submit annual reports of its activities to the Group of Councils;
Request information and documents related to the planning, management and
implementation of programs, subprograms and projects linked to the system;
Perform the role of local Standards Committee for the use of REDD+ Social and
Environmental Standards.

Indigenous Working Group
Unofficially during the first months of 2011, and officially on 20 August 2012, CEVA created an
Indigenous Working Group as a sub group to provide a mechanism to give Indigenous Peoples a
voice on the social control of SISA. The Indigenous Working Group works to establish basic
guidelines for preparing the Indigenous Sub-program of SISA and is now composed of eleven
entities:
•
•
•
•

Institute for Climate Change and Environmental Regulatory Services - IMC ;
Special Advisor on Indigenous Affairs - Office of the Governor - AEAI ;
Sociocultural Association Yawanawá - ASCY ;
National Indian Foundation in Acre ;
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•
•
•
•
•
•
•

Association of Indigenous Agroforestry Agents Acre Movement - AMAIAC ;
Pro-Indian Commission of Acre ;
Representative of the NGO Forest Trends ;
Organization of Indigenous Teachers of Acre - OPIAC ;
Association of Indigenous People of the River Humaita - ASPIRH ;
Association Ashaninka of the River Ammonia - APITWXA ;
Association - Arara Igarapé Humaita

State Councils (CEF, CEMAT, and CDRF)
There are three Deliberative State Councils which include:
1) Conselho Florestal CEF (Forests Council)
2) Conselho de Meio Ambiente CEMACT (Environment, Science and Technology Council);
3) Conselho de Desenvolvimento Rural CDRF (Rural Development Council)
The three Councils are composed of representatives from all sectors of society in Acre. One of the
most important initiatives within the last few years was the proposal of joint meetings and
resolutions about fundamental environmental issues, promoted by the three relevant State Councils:
the Environment, Science and Technology Council; the Forest Council; and the Sustainable Rural
Development Council. The SISA law that institutionalizes these joint meetings effectively creates a
‘Group of Councils’ for the joint deliberation of issues related to their jurisdictions. The Group of
Councils, therefore, has the task of appointing, removing, and replacing members of civil society that
comprise CEVA and to proceed with an annual analysis of CEVA’s activities, with the right to request
information and documents related to the planning, management, and execution of SISA’s programs
and projects. This guarantees that CEVA is attached to broader, already existing processes of social
participation, and avoids the creation of a new institution that is disconnected from the political
actions of active social actors in the environmental sector.
Other stakeholders
The entities described in 3.3.1-3.3.6 provide the formal channels for stakeholder participation in the
governance of the use of REDD+ SES in Acre. During the process, targeted consultations were also
held with representatives from the following key stakeholder groups:
•
•
•

Small producers – including farmers and rubber tappers (extractivists)
Indigenous Peoples
Women
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Start Date for use of REDD+ SES guidance and tools and other relevant dates
Acre started to use the REDD+ SES guidance and tools in July 2010.
The beginning of the REDD+ (ISA Carbon) program stems from the actions and policies for
deforestation prevention and control with investments over a considerable period of time - until the
results can be seen as a reduction in deforestation rates from 2006. Therefore, the REDD+ program
start date is the year 2006, when the significant and consistent reduction of deforestation started.

REDD+ SES International Review findings
General observations related to the context
Brazilian Context
The state of Acre, with its “government of the forest”, has pioneered forest governance in the
Amazon. Since 1998, Acre has been testing several environmental management instruments, such
as, for instance, the economic and social zoning plan initiated in 1999, the indigenous management
plan implemented since 2004, or the SISA program. Several of those instruments were later adopted
at the national level and replicated in other states.
In the same way, the ISA carbon program is the first jurisdictional REDD+ program to be created in
Brazil. Amazonas or Minas Gerais already had environmental services programs for specific
resources or territories, but no other Brazilian state succeeded until now in creating and
implementing REDD+ incentives.
Acre’s leadership in forest conservation can surely be explained by years of political continuity and a
strong coherency in public policy. This allowed for more capacity and expertise for the government
agencies and for civil society and may explain the strong engagement of Acre public and private
actors to make REDD+ incentives happen with the relevant safeguards.
Nevertheless, as with most public policies developed in the Amazon, the SISA carbon program has to
deal with huge barriers to reach people. On the ground, the lack of sustainable opportunities to
reduce deforestation drivers is still a challenge.
Safeguards discussions in Acre are shaped by these same Amazon difficulties: obstacles in terms of
capacity building makes highly conceptual discussions on safeguards difficult to translate in simpler
languages and actors have to overcome logistical challenges in order to ensure participation.
With a clear identification of these barriers, discussions on safeguards in Acre are strongly oriented
to address them. For that, REDD+ SES seems to have provided useful guidance and occasioned
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relevant discussions. Following the same innovative pattern, Acre experience is building a new path
that has potential to inform other context with useful insights.
Indigenous Context
The Acre-specific indicators recognize that under both national and international law, indigenous
peoples have the rights to determine what REDD+ activities can be implemented in their territories
and it is taken note that indigenous peoples are key rights holders in this process.
IMC reports, documents, website and interviews indicate a number of events where representatives
of the State of Acre met with the representatives of indigenous peoples. It seems that most of these
meetings consisted principally of IMC representatives informing indigenous representatives about
the REDD+ SES process. The REDD+ SES process includes activities during the start-up phase to
further clarify stakeholders’ participation in the process, identifying indigenous peoples as key
participants in the process, communications and some degree of decision-making activities.
Despite these positive aspects, indigenous peoples’ representatives have expressed that they are
dissatisfied with the State of Acre’s effort to involve them in the REDD+ SES activities. Some of their
concerns include the following: they have met with the authorities of some indigenous communities,
but not others; even though an Indigenous Working Group has been created, there is no indication to
include indigenous peoples in CEVA or in the group of councils or other inter-institutional decisionmaking bodies.
In conclusion, the REDD+ SES process gives substantial attention to involving non-governmental
stakeholders in their activities. The focus of the activities is more on informing the stakeholders and
obtaining information from them than achieving their full and effective participation. The State of
Acre and the REDD+SES recognizes the rights of indigenous peoples. IMC has started positively with
indigenous representatives and they have committed themselves to indigenous peoples’
involvement and support in future activities.

Review conclusions
Relevant rights holder and stakeholder groups identified and engaged
a) To what extent were all the relevant rights holder and stakeholder groups identified and
given sufficient knowledge of the REDD+ program, safeguards issues, and the safeguards
process to be able to participate effectively?
Strengths
Since 2009, Acre has been discussing a REDD+ program with capacity building and public
consultation, always with a special attention for risks and safeguards. This discussion has been
made with the help of specific methodologies where different public groups were identified and
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efforts were made to provide sufficient knowledge to stakeholders for an informed participation.
Public councils, municipalities, Indigenous Peoples, smallholders, rubber tappers, and women’s
organization were involved in the discussions. Public technical staff specialized in working with these
groups were also mobilized.
In this context, the Acre government has clearly adopted an inclusive approach to identify the
relevant rights holders and stakeholders, to reach them and to allow them to have a meaningful
participation in REDD+ safeguards discussions.
Weaknesses
Awareness raising and capacity building with private sector organizations was limited to Asimmanejo
(Acre Logging industry association) that participated in capacity building as a member of CEVA.
Interviews with small producers, as well as the report from the planning workshop of the IMC
Monitoring Unit showed that even with the awareness raising and capacity building, small producers
had difficulties to understand fully what is at stake with safeguards as well as the different steps of
the process.
Although many Indigenous Peoples’ groups participated in the adaptation the REDD+SES principles,
criteria and indicators in Acre, it should be noted that many other Indigenous Peoples groups’ were
not part of this process even though they were invited to participate in workshops and consultation
meetings.
Recommendations
•
•
•

Make more effort to involve private actors and direct beneficiaries from private projects.
Use innovative methodologies and language to help to explain safeguards and technical content
to vulnerable groups including smallholders, rubber tappers and indigenous peoples.
Develop an approach to enable participation of more of Acre’s indigenous peoples groups in
future consultation and governance processes.

Balance of interests in governance of the safeguards process
b) How did the governance (facilitation and decision-making) of the safeguards process ensure
a balance of interests among government and relevant rights holder and stakeholder groups
for all key phases of planning, interpretation and assessment?
Strengths
The REDD+ SES process has been facilitated by a Facilitation Team that prepared documentation
and made decisions in all key phases. CEVA, institutionalized by the SISA law, assumed the role of a
Standards Committee and was responsible for decision making. Besides CEVA’s key role, a specific
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Indigenous Working Group was created to ensure that indigenous interests were taken into
consideration. The Indigenous Peoples working group can decide and propose any project that they
may want to develop in their territories.
CEVA representativeness of women, smallholders, workers and private interests ensured that civil
society rights holders’ and stakeholders’ perspectives all influenced decision-making. The
Indigenous Working Group also added to this representativeness and CEVA has made sure to seek
this group’s opinion and approval for all decisions. In addition, this governance structure allows for a
responsive process.
Weaknesses
According to IMC and CEVA’s own evaluation, they did not yet identify a verifiable and transparent
procedure to ensure effective participation of women in decision-making about activities affecting
their rights to land, territories and resources. CEVA is addressing this in 2015 through the creation of
a Gender Working Group that will advise CEVA and IMC on issues related to gender and women’s
rights. Targeted capacity building workshops are planned in different regions of the State to raise
awareness of gender issues and identify representatives for the working group. This is an example of
a weakness being addressed in order to become a strength.
Recommendations
•

•

Include a local civil society representative, ideally with connections to national processes, in
the Facilitation Team alongside IMC in order to facilitate outreach to local civil society and
also to insert the process into potential national civil society discussions on safeguards. In
2015, WWF is supporting with one person to work with IMC to enhance the implementation
of social and environmental safeguards for SISA. This helps to strengthen the involvement of
CEVA and civil society.
Develop and implement a verifiable process to ensure the full and effective participation of
women in decision-making on activities affecting them.

Quality of the interpretation process to develop country-specific indicators
c) What were the strengths and weaknesses of the interpretation process to develop
comprehensive safeguards indicators, adapting the REDD+ SES indicators to the country
context? Were all changes properly justified and did they maintain the key elements and the
overall intent of the REDD+ SES principles, criteria and indicators?
Strengths
A major strength of the interpretation process to adapt the REDD+ SES indicators to the country
context was the use of a multi-stakeholder process. This ensured that key issues of importance to
stakeholders in Acre are included in the indicators and will be assessed.
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The Facilitation team adapted the indicators to the local context, and also simplified the language of
the indicators. The Acre Facilitation team took the initiative to identify the essence of the indicator
and include other important elements as qualifiers to make the indicators easier to understand,
which was later adopted by the REDD+ SES Initiative for the Second Edition.
The changes that were made to the REDD+ SES framework of indicators were justified and, overall,
the resulting indicators are very comprehensive, covering a full range of safeguards issues, and
relevant to the Acre context.
Weaknesses
Some issues such as coherence of the ISA Carbon program with other relevant policies and plans,
including the contribution to sustainable development policies and plans and to strengthen human
rights, are only covered under one indicator.

Quality of the assessment process to develop a safeguards assessment report
What were the strengths and weaknesses of the assessment process? How comprehensive
was the assessment? Was appropriate information collected to provide sufficient evidence
for the analysis? 3
Strengths
The assessment was very detailed and provided information about most of the Acre-specific
indicators that had been developed through an inclusive participatory process with broad support
from stakeholders.
The detailed information is provided in a checklist format that organizes the information and
provides evidence for the performance with respect to each indicator. The information is
summarized in a Summary Self-assessment Report that helps stakeholders to understand the
assessment. In particular, the Summary provides information about the gaps in performance that
can provide the basis for future improvements to address safeguards for the SISA program.
Weaknesses
There was no development of a specific Monitoring or Assessment Plan tailored to the current
assessment period.

3

These questions were not included in the terms of reference for the REDD+ SES International Review. They have
been included during the drafting of v2.0 of this report to give a more complete appraisal of the quality of the process
followed in Acre.
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The Monitoring Plan lacked details on responsibilities for collecting or providing the information. The
entities involved were also not included in the assessment report, so it was not clear if the
information was collected by IMC or by third parties. It would be helpful to include this in the report
because the level of participation in collecting information provides an indication about the credibility
of the report.
A lack of detail in the monitoring plan on specific information to be collected, and methods for
collection (e.g. for collection of primary or secondary data) led to an assessment report that lacks
detailed information to demonstrate the performance during the assessment period. In some cases,
the assessment report does not provide adequate evidence to justify why an indicator is ‘Fulfilled’ or
‘Partially fulfilled’ (see Section 5.8).
In general, the assessment report relies too heavily on statement of laws and does not provide
specific information about progress with respect to the indicator during the assessment.
Recommendations
•
•
•
•

•

Define the scope of the assessment in advance and get approval for the scope from CEVA;
defining what components of the program will be assessed for what time period.
Prepare a version of the Monitoring Plan for the current assessment that specifies which
indicators will be monitored and provides a rationale for why some are excluded.
Include information about who is responsible for collecting or providing different information
in the Monitoring Plan.
Provide more detail in the Monitoring Plan about the specific information to be collected and
the methods for collection in order to be able to provide sufficient information to justify
whether an indicator is ‘Fulfilled’ or ‘Partially fulfilled’.
Ensure that the assessment report provides sufficient information or evidence to justify the
ratings ‘Fulfilled’ or ‘Partially fulfilled’. For example, in addition to information about the
existence of a policy, law or regulation, provide information about whether it is actually
implemented. This is important in order to be able to provide information on how the
safeguards were respected during the assessment period.

Effective participation of rights holders and stakeholders in consultations
d) To what extent did relevant rights holder and stakeholder groups participate effectively in
consultations about the indicators and in review of the Assessment Report and how could
this be improved?
Strengths
The relevant rights holders and stakeholders participated effectively in consultations about the
indicators and the draft assessment report since this was carried out through face to face
consultations (meetings and workshops) and sometimes by email. The workshops were particularly
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important for the engagement of Indigenous Peoples and other communities who are not well
informed with electronic communication. The State of Acre provided some logistics to enable an
effective participation.
Weaknesses
The consultation process could have been improved by providing copies of the documents for
consultation to the different stakeholder and rights holder groups in advance in order to have more
effective participation.
There is a REDD+ SES indicator on ensuring that representatives provide information back to people
they represent. However, the timeframe did not provide enough time for communities and
constituencies to provide their input.
Recommendations
•
•

Provide copies of documents to the different rights holder and stakeholder groups in
advance of consultations.
Encourage representatives to provide information back to their constituents, and to seek
their input, and allow sufficient time for this process.

Quality of the process for revisions to address stakeholder feedback
e) How were indicators and the Assessment Report revised based on feedback received from
rights holders and stakeholders?
Strengths
The indicators and the assessment report were revised based on feedback received from rights
holders and stakeholders and this process was seen as positive by the stakeholders. For
consultations on the indicators and also for consultations on the draft assessment report, IMC
organised workshops with different stakeholder groups including small producers, indigenous
peoples, civil society organisations (including social movements) and a combined meeting of the
three State Councils. This process also encouraged some rights holders like the Indigenous Peoples
to produce a “plan of life” for their constituencies.
Weaknesses
While IMC and the stakeholders affirm that comments received were compiled and addressed in the
revised documents, this process was not documented and the comments and responses were not
published.

Comment Overview

Navigate to Table of Contents
Recommendations
•

Publish a full compilation of the comments received and how they were addressed in the
revision of the indicators and the assessment report.

Transparency and accessibility of information
f)

How transparent was the process and how was all relevant information (plan and timeline
for developing the country safeguards approach, draft indicators, consultation process,
comments, response to comments, draft assessment, final Assessment Report etc.) made
publicly available and appropriately accessible. To what extent did this enable effective
participation of all relevant rights holder and stakeholder groups?

Strengths
The process followed by Acre to provide information to stakeholder groups and members of the
numerous governance bodies of the program prioritized transparency. There was extensive use of
the IMC website for distribution of information.
There was an attempt in different parts of the process to tailor communications (beyond the website)
to enable effective participation of rights holder and stakeholder groups which do not use the
internet regularly. The State of Acre has an inclusive approach to development and implementation
of public policies and related processes. Therefore, Indigenous Peoples and other communities have
been approached and informed electronically and by workshops.
Weaknesses
At times, the website was not always maintained with current information. It was not clear from
some of the information provided on the website, how stakeholder engagement (via public
comments) was facilitated through the website.
An effective participation and dissemination process is time consuming and expensive to do a proper
job.
Recommendations
•
•
•
•

Develop a website/push email functionality to allow stakeholders to sign up and receive
automatic updates on the program.
Publish 2014 and 2015 documentation about CEVA and its meetings on IMC website.
Publish and disseminate all future plans related to safeguards assessment and review. This
will provide stakeholders with advance notice of opportunities to participate.
Communicate the project assessment process to project proponents (Private Projects of the
ISA Carbon Program of SISA as specified in the Manual de Monitoramento das Salvaguardas
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Socioambientais de REDD+ no SISA). It is also recommended to conduct an assessment of
any conflict, overlap and/or additional requirements when compared to existing international
market standards (unless required by Acre law).

Variations applying the REDD+ SES 10 step process
g) How did the process followed vary from the Guidelines for the Use of REDD+ SES at Country
Level (November 2012) and how did these variations affect the quality of the process
positively or negatively? What were the challenges in following the REDD+ SES ten-step
process?
It was clear that Acre made a very strong attempt to follow the REDD+ SES Guidelines and apply the
defined process. They have been largely successful in that effort, and the areas cited for
improvement are mostly related to how to improve processes that were ‘partially applied’ and how to
bring the monitoring plan used for the assessment report up to a standard that would provide the
required evidence, data and information on whether Acre fulfilled the indicators.
The challenges observed through the International Review process were mainly based on two points
1) Acre was building their regulations for implementation of the SISA law at the same time it was
developing the REDD+ SES process and the government required that these two efforts were
integrated which made it more complex and 2) Acre was the first jurisdiction to move through the
REDD+ SES process and complete a assessment report thus having to forge a new path on each
element.
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Awareness Raising and Capacity Building - Step 1
The REDD+ SES Guidelines (1.2.1) require that the relevant rights holders and stakeholders for the
social and environmental aspects of REDD+ are included in the awareness raising and capacity
building, including representatives of relevant government agencies, civil society organizations
including Indigenous Peoples’ organizations, community-based organizations and women’s
organizations, private sector and other relevant stakeholders.
In Acre, awareness raising and capacity building on social and environmental aspects of REDD+ has
been conducted throughout the process of interpretation of REDD+SES indicators. According to IMC,
presentations and documentation, 6 workshops and 6 meetings were organized (see Table 1) for
awareness raising and capacity building.

Table 1. Awareness Raising and Capacity Building Meetings with Stakeholders
Date
1. June/
July
2011
2. June/
July
2011
3. June/
July
2011

Type of meeting

Public

Meeting

Government
representatives

Meeting

CSOs

Meeting

CSOs

Issue covered
REDD+ SES
standards and
interpretation
process for Acre
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https://www.dro
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stematizacao_Fi
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202012.doc
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4. August
5th, 2011

Workshop to test
methodology

48 Agro-ecology
students

5. August
17-19,
2011

Workshop: Public
consultation on
indicators v1.0

25 smallholders
and rubber
tappers

6. Septemb
er 14,
2011
7. Septemb
er 15,
2011
8. Septemb
er 16,
2011
9. Septemb
er 2123, 2011

Meeting before
consultation

CSOs (from the 3
councils)

Meeting before
consultation

Government
agencies (from
the 3 councils)
Acre
Municipalities

safeguards and
indicators

Workshop: Public
consultation on
indicators v1.0

26 Indigenous
Leaders

10 March
15-16,
2012
11 March
27-30,
2012

Workshop about
Acre Indicators

CEVA

Environmental
services, climate
change,
compensation
mechanisms,
safeguards and
indicators
?

Action - workshop
on Gender, Forest
and REDD+ with
technical support of
Women’s
Environment and
Development
Organization
(WEDO)

Several
organizations
representing
women interests

Meeting before
consultation

Environmental
services, climate
change,
compensation
mechanisms,
safeguards and
indicators
Environmental
services, climate
change,
compensation
mechanisms,
safeguards and
indicators
safeguards and
indicators

https://www.dro
pbox.com/s/oac
o6g2khrdu46c/R
elatorio_Consult
a_Publica_Indica
dores_Acrianos_
9a_Versao_270212_Contribuicoe
s_Giselle.doc

safeguards and
indicators

Acre REDD + SES
indicators,
Challenges and
opportunities for
women in forest
policies
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12 Jan 27,
2012

Seminar with Forest
Trends on social
and environmental
safeguards

CEVA and
members of the
College of
Councils

Acre REDD + SES
indicators, national
and state context

13 January
30th to
February
4th, 2012

Workshop

58 indigenous
representatives

SISA, Environmental
services, REDD+,
indigenous rights
and FPIC, Social and
environmental
safeguards,
indigenous activities

14 March
12th,
2013

Workshop (Forest
trends/ CPI)

Indigenous
leaders

15 Septemb
er 27 &
28, 2013

Workshop (Forest
trends/ CPI)

Indigenous
people from the
Ashaninka do Rio
Amônia
Community

Environmental
services and social
and environmental
safeguards for
REDD+
Environmental
services and social
and environmental
safeguards for
REDD+

http://www.imc.
ac.gov.br/wps/w
cm/connect/53d
e810040d21ee
1aca3fe9f690f3
b4c/27.01.2012
++Mem%C3%B3ri
a+semin%C3%A
1rio+com+a+CE
VA.pdf?MOD=AJP
ERES
http://imc.ac.gov
.br/wps/wcm/co
nnect/adc26100
41f5bb758d0ea
f71c3a11451/M
emoria+Oficina+I
ndigena+Fev+20
12.pdf?MOD=AJ
PERES
http://communit
y.foresttrends.org/works
hops/?id=785
http://communit
y.foresttrends.org/works
hops/?id=881

Government agencies from the Deliberative State Councils as well as municipalities’ representatives
were included in awareness raising and capacity building through specific meetings before the
consultation phase in September 2011.
From June 2011 to September 2013, several types of civil society organizations (CSOs) were
included in awareness raising and capacity building. Meetings and workshops were held separately
for rubber tappers and smallholders, indigenous peoples, women’s organizations and CSOs from
CEVA.
Awareness raising and capacity building with private sector organizations was limited to Asimmanejo
(Acre Logging industry association) that participated in capacity building of the members of CEVA.
No significant variations from REDD+ SES Guidelines
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Governance | Establish the Facilitation Team - STEP 2
The REDD+ SES Guidelines (2.2.1) specify that a Facilitation Team composed of governmental and
non-governmental technical experts is established to facilitate the process of interpreting and
applying the standards in each country. The Facilitation Team acts as a secretariat, playing a support
role to the decision-making Standards Committee.
A Facilitation Team for safeguards was established in 2009. The facilitation team was first
composed of a representative of the State Environment Agency (SEMA), Monica Julissa, and a
consultant with civil society background and connections, Luis Meneses. A representative of CARE
Brasil (Ayri Rando) joined the team in July 2010 with support from the Moore and Ford Foundations.
With IMC creation in 2011, the team was composed by 2 representatives of IMC (Monica Julissa and
Giselle Monteiro, working respectively 10% and 50% on this agenda) and 2 representatives from
CARE Brazil (Ayri Rando and James Allen working respectively 100% and 10% on this agenda). CARE
Brazil was the civil society component of the team until March 2013, even if this organization had no
local office. Since March 2013, IMC has been facilitating the process alone with support from CEVA
but no official civil society facilitation team partner.
The Facilitation Team has been acting effectively as a secretariat for the whole process of
interpretation and monitoring of REDD+ SES indicators and has supported CEVA in this process.
The responsibilities of the facilitation team include (from REDD+ SES Guidelines 2.2.2)
•
•
•

•

•
•

Organize meetings of the country-level Standards Committee and ensure record keeping,
minute taking and circulation of papers to the committee members.
Organize consultations with stakeholders and public comment periods and compile
comments received.
Prepare drafts of the country-specific indicators and responses to comments received during
stakeholder consultations, with support of relevant stakeholders and/or experts, for review,
discussion and approval by the country-level Standards Committee.
Organize the implementation of the assessment process, including collecting and analyzing
information on social and environmental performance of the REDD+ program, and preparing
drafts of a report of performance against the standards for review by stakeholders and
approval by the country-level Standards Committee.
Ensure coordination with other relevant processes and safeguard mechanisms.
Learn from and contribute to the development of good practice for the use of the REDD+ SES
through the participation of at least one member of the Facilitation Team in all international
exchange and learning events of the REDD+ SES initiative.

CEVA’s meetings records were kept by the Facilitation Team and published on the IMC website until
the end of 2013. Besides CEVA meetings, the Facilitation Team also ensured record keeping from
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meetings with stakeholders, workshops and consultations in the interpretation and assessment
steps. The Facilitation Team organized a public consultation with stakeholders from July to
September 2011. The report of the consultations explaining what comments has been received is
not complete, and the annex with compilation of comments is lacking.
Acre Facilitation Team began the work on country specific indicators in October 2010. From then, the
Facilitation Team produced 5 different versions of the Acre indicators. According to the IMC
presentation, the Facilitation Team provided responses to comments. Nevertheless, we did not have
access to the record of these responses.
In April 2014, IMC produced a first version of a Self-assessment Report on the compliance of the ISA
program with the social and environmental safeguards for REDD+. The report was based on the Acre
criteria and indicators and used several data on social and environmental performance of the ISA
program (see Section 5.8 for more detail).
Luis Meneses’ consultancy allowed a deep coordination between Acre social and environmental
indicators and the Brazilian social and environmental principles and criteria since he worked as a
facilitator for the consultations on SISA and also on the Brazilian social and environmental principles
and criteria in 2009 and 2010, and then on drafting the Acre indicators later in 2010. In the
following years, the Facilitation Team succeeded in maintaining this connection by registering SISA in
the REDD+ Observatory (http://www.observatoriodoredd.org.br/portal/projeto.php?projeto=49)
which, at the time, monitored how REDD+ projects and programs actually implement the social and
environmental principles. The Facilitation Team has also been participating in several REDD+ fora
such as the Governor’s Climate and Forest taskforce (GCF) or the CIFOR research project on social
impacts of REDD+.
Nevertheless, there was no coordination with federal government work on REDD+ safeguards. The
Facilitation Team was not invited to take part in the national workshop on safeguards organized by
the federal government in 2011. Neither was the Facilitation Team invited to participate in the
safeguards working group organized in 2012 and 2013 by the federal government.
All 8 international exchange and learning events of the REDD+SES initiative to date had the
participation of at least one member of Acre Facilitation Team.
Minor variations from REDD+ SES Guidelines unlikely to significantly affect the quality of the
safeguards assessment
•

Since March 2013, IMC has been acting as the Facilitation Team without the direct support
of a civil society partner (REDD+ SES Guidelines 2.2.1). This has not compromised the
quality of the process, since the civil society members of CEVA play a strong support role for
IMC to facilitate civil society engagement in the process. However, it does mean that the
process has slowed down, in part because of heavy reliance on time and resources from
government. In 2015, WWF is supporting one person to work with IMC to enhance

Comment Overview

Navigate to Table of Contents

•

implementation and assessment of social and environmental safeguards for SISA. This is
helping to strengthen the involvement of CEVA and civil society.
In some cases reports and information are lacking, for example reports of CEVA meetings
from 2014 and the compilation of comments and responses to comments are not published
on the IMC website (REDD+ SES Guidelines 2.2.2). The International Review team
understands from explanations by IMC that the facilitation occurred but the reports and
documents that provide confirmation have not been published.

Governance | Create the Standards Committee - STEP 3
The role of this committee is to oversee and support the use of REDD+ SES in the country. The
responsibilities of the committee include (from REDD+ SES Guidelines 3.2.2):
•

•
•
•

•

•

Oversee the use of REDD+ SES, including interpretation and assessment, in the country in
question, assisting and guiding the Facilitation Team and ensuring that the REDD+ SES
content and process in the country are effectively adapted to the country context following
these Guidelines.
Provide guidance and assist the Facilitation Team to ensure effective participation of
relevant stakeholder groups in the interpretation and application of the REDD+ SES.
Review and approve the plans for the use of REDD+SES that are prepared for the
interpretation and the assessment phases (Steps 4 and 7).
Review and approve draft versions of the country-specific indicators prepared for public
comment, and the final version, ensuring that the indicators are appropriate and sufficient
‘to assess the performance of their country’s REDD+ program against the REDD+ SES
principles and criteria’
Review and approve draft versions of reports on social and environmental performance of
the REDD+ program against the REDD+ SES principles, criteria and indicators that are
developed for stakeholder review and the final version of the report for publication
Promote effective integration of REDD+ SES with other safeguard frameworks/processes
being applied to the country’s REDD+ program e.g. national REDD+ safeguards, FCPF SESA,
UN-REDD and safeguards required by other multilateral and bilateral agreements.

The committee membership must include a balance of interested parties including those potentially
affected by the REDD+ program and the standards, and those with expert knowledge related to the
standards (REDD+ SES Guidelines 3.2.1).
The State Commission for Evaluation and Monitoring (CEVA) acts as the Standards Committee. This
is a multi-stakeholder committee, established by the law 2.308 that oversees the implementation of
the SISA. Its composition includes government agencies and representatives from civil society, as
shown in the table below.
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Sector
Government

Civil Society

Representatives
Institute
of
Climate
Change
and
Environmental Services Regulation – IMC
Secretary of Environment – SEMA
The State General Public Attorney – PGE
Brazilian Agricultural Research Company –
EMBRAPA.
WWF – Acre
Central Única de Trabalhadores - CUT (Union
of Workers)
Grupo de Trabalho Amazônico - GTA (Amazon
Workers Group)
Associação das Indústrias de Madeira de
Manejo do Estado do Acre - ASIMMANEJO
(Association of Industries of Timber from
Forest Management of The State of Acre)

The composition of the committee demonstrates that key government stakeholders such as
economic development, forestry, agriculture, gender/women, rural development, environment and
regional/local government economic development, forestry, agriculture, gender/women, rural
development, environment and regional/local government have been involved in Acre’s REDD+ SES
process.
Indigenous people are not represented in the CEVA. Nevertheless, in order to involve indigenous
people in REDD+ SES indicators, an Indigenous Working Group was created in 2011 and officialised
in 2012 through a CEVA resolution.
Social and environmental civil society organisations are involved. CUT (Union of workers) is the major
Brazilian workers union defending social rights. GTA (Amazon Workers Group) is a network, gathering
more than 600 organizations in the whole Amazon and working both on social and environmental
rights. WWF-Acre works on environmental issues.
The private sector is not fully involved. Asimmanejo represents the interest of the logging private
sector. According to Assimmanejo representative, there is an informal agreement setting that
Asimmanejo also represents the agricultural and cattle ranching interests. Nevertheless, a direct
participation of the cattle ranching sector would be more appropriate, since they are directly involved
with the drivers of deforestation.
The GTA representative is also head of the Acre network of women and men (Rede Acreana de
Mulheres e Homens). The 2012 CEVA meeting report shows that women’s special needs for
consultation were taken into consideration in the debates of the committee.
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REDD+ SES Guidelines (3.2.3) specify that these terms of reference, internal rules and/or
regulations cover issues such as the decision-making process, criteria and a process for becoming a
new member of the committee and the duration of membership. The decision-making process
should strive for consensus but also include a voting mechanism that ensures that no group can
dominate or be marginalized. In countries where no multi-stakeholder body already exists, the
process for creating the first committee is defined by the Facilitation Team.
CEVA discussed its regulations and adopted them in 2012. Discussions were initially based on a
draft prepared by IMC. Article 13 of the bylaws establishes procedures for a decision-making
mechanism that ensures no group can dominate or be marginalized.
Acre already had 3 multi-stakeholders councils: on forest, smallholder’s agriculture and
environment. The creation of CEVA with civil society representatives of those 3 councils and an
equivalent number of government representatives is mandated in the SISA law (Art.11 and 12).The
Facilitation Team organised the implementation of the process for creation of CEVA defined in the
law.
All documentation has been made publicly available on the IMC website until the end of 2013.
Documentation after this date was not disclosed.
No significant variations from REDD+ SES Guidelines

Interpretation | Develop Plan for the REDD+ SES process - STEP 4
REDD+ SES Guidelines (4.2.1) specifies that a plan for the REDD+ SES process shall be developed
that specifies the methods, timing and responsibilities for all the steps in the REDD+ SES process,
with particular detail for ongoing awareness raising/capacity building, creation of the Standards
Committee (if not already existing) and the development of country-specific indicators including
consultations, approval and publication.
According to IMC presentations (from Ayri Rando and Pável Jezek), a REDD+ SES process plan had
been developed. This plan encompassed five steps:
1.
2.
3.
4.
5.

Constitution of the Facilitation Team
Indicators development
Monitoring
Exchange and information sharing
Harmonization with Brazilian safeguards

There was an internal safeguards work plan developed by CARE. This was not published was not
shared with stakeholders. The document provided the planning for capacity building (prior to
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indicator consultations and assessment) and planned the activities with representatives who know
the specific realities of each stakeholder group. The plan was not approved by CEVA.
Minor variations from REDD+ SES Guidelines unlikely to significantly affect the quality of the
safeguards assessment
•

A plan was developed for internal use but it was not approved by CEVA and shared publicly
(REDD+ SES Guidelines 4.2.6). The plan was not approved by CEVA because it was
developed before CEVA was formally created. The International Review team understands
that all subsequent planning, for consultations or otherwise, has been approved by CEVA.

Interpretation | Develop Draft Country-Specific Indicators (STEP 5)
The REDD+ SES Guidelines specify that the Facilitation Team organizes the development of draft
country-specific indicators (5.2.1) relevant to the country context, referencing country-specific terms,
stakeholders, governance processes, institutions and legislation (5.1), with the help of a technical
working group that broadens the expertise and stakeholder input into the drafting process (5.2.2).
The indicator development process including timeline and opportunities for participation are
published (5.2.4) and draft indicators are approved by the Standards Committee before initiating
consultations (5.2.3).
The Facilitation Team organized the development of the draft country-specific indicators from 2010.
A technical working group was not officially created to develop the draft indicators. However, the
process followed by the Facilitation Team provided an opportunity to include relevant stakeholders,
experts, working groups, communities, women, indigenous peoples and Councils in the development
of the draft indicators.
The first proposal for Acre draft indicators was made in 2010 by Monica Julissa De Los Rios de Leal
from SISA, Ayri Rando from CARE and Luis Meneses. In this proposal they defined the ’essence’ of
the international REDD+ SES indicators (to make them understandable), and also presented the
draft Acre Indicators, classifying them into those that need regulation, and those for observation.
This process helped the team to understand the indicators so they could translate them into simple
and plain language. REDD+ SES learned from this and made the Version 2 simpler adopting Acre’s
approach of providing an essence and ‘elements of quality’ for each indicator. This process of
simplifying the indicators helped to make the indicators more understandable to the stakeholders
and assisted with transparency. IMC said that responses were made to comments received and for
every meeting they prepared a table of comments and how they were treated but it was not
published. The numerous meetings to develop the indicators organised by IMC helped to ensure
partnership and transparency of the process with CSO’s and government on CEVA, and Indigenous
Working Group for Indigenous Peoples. For example, the Secretary of Production on CEVA helped to
identify which small producers to invite. The NGO of the President of CEVA – RAMH – helped to
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channel funds for civil society participation (from REDD+ SES initiative). We can affirm that there was
some degree of transparency but not fully since the stakeholders did not have independent capacity
building, and did not receive complete information in a timely manner. The REDD+ SES Guidelines
(5.3.1) allow for no changes to the principles and criteria.
The principles adopted by the Acre program follow REDD+ SES without any change.
The following changes were made to criteria:
•

•

•

REDD+ SES criteria 4.2 (coherent with relevant policies, strategies and plans), 4.5
(improvements in governance of forest sector), 4.6 (contributes to objectives of sustainable
development policies, plans), and 4.7 (contributes to respect, protection and fulfillment of
human rights) are not included in Acre version. These criteria are partially covered by one
Acre indicator 4.1.1 - The SISA and its programs contribute to the objectives and
governance of relevant policies, programs and plans at federal, state and municipal level
(environmental, economic, human rights, cultural) considering the related aspects of equity,
effectiveness, efficiency through mechanisms that assure the effective participation of
beneficiaries in decisions.
REDD+ SES criterion 3.2 is not included in Acre criteria - The REDD+ program is adapted
based on assessment of predicted and actual impacts in order to mitigate negative, and
enhance positive, impacts on Indigenous Peoples and local communities with special
attention to women and the most marginalized and/or vulnerable people. Acre indicator
3.2.2. Measures to mitigate and effectively address real and potential negative impacts and
enhance positive impacts are included in the design of the program partially covers criterion
3.2 but does not include adaptive management based on feedback from monitoring impacts.
REDD+ SES criterion 5.4 There is transparent assessment of predicted and actual, and
positive and negative environmental impacts of the REDD+ program on biodiversity and
ecosystem service priorities and any other negative environmental impacts is not included in
Acre criteria.

The REDD+ SES Guidelines allow modifications to the framework for indicators, but where
adaptations, deletions, and additions to indicators are proposed, a justification must be provided
(5.3.2).
Some indicators were adapted, removed and added in Acre and each case the change was justified.
It was difficult for the Facilitation Team to understand the 98 indicators of the REDD+ SES Version 1.
Identifying the essence took time to understand the role of indicators not only quantitatively but also
qualitatively. It was not possible to follow the time frame created by the international process. Acre
associated with REDD+ SES in 2010 with the objective to monitor implementation of SISA’s
principles to demonstrate high social and environmental performance in different programs that
make up the SISA. The REDD+ SES was very similar to the principles of Brazilian safeguards and
SISA principles and other international safeguards. In 2010, the State of Acre started to pilot the
REDD+ SES standards. They prepared a table of alignment with Brazilian REDD+ social and
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environmental principles and criteria, REDD+ SES and the UNFCCC Cancun safeguards. REDD+ SES
is larger and more complete than Cancun safeguards. For example, distribution of benefits is not
covered in Cancun Safeguards. For REDD+ SES, monitoring and transparency is part of the process
and not a principle. It is noted that Brazilian safeguards and REDD+ SES and SISA was discussed at
the same time in 2009 and 2010 and they employed Luis Meneses as a consultant to help adapt
and add indicators including managing the process and ensuring coordination. REDD+ SES issues
were discussed in Acre by rural producers and indigenous peoples who were interested in more than
providing support to deforesters; they also wanted to support people who conserve forest. This was
included in the development of the indicators which helped Acre adapt and add some indicators.
The following changes to the REDD+ SES indicators are included here for information (not to indicate
a deviation from the Guidelines).
•

The following REDD+ SES indicators have not been included in the Acre version

1.2.1

Policies of the REDD+ program include recognition of and respect for customary rights.

1.2.3

The REDD+ program promotes securing statutory rights to lands, territories and resources

1.3.3

Free, prior and informed consent is obtained from Indigenous Peoples

1.3.4

Free, prior and informed consent is obtained from local communities

2.2.3

Clear policies and guidelines for equitable benefit-sharing are established

3.2.1 The REDD+ program is adapted in order to mitigate negative, and enhance and sustain
positive, impacts on Indigenous Peoples and local communities
5.2.1 The objectives and policies of the REDD+ program include making a significant contribution
to maintaining and enhancing biodiversity and ecosystem services
5.2.2

The REDD+ program maintains and enhances the identified biodiversity and ecosystem
service priorities

6.2.5 Rights holder and stakeholder groups select their own representatives.
6.2.6 Rights holder and stakeholder group representatives involve and are accountable to the
people they represent.
7.1.3 Appropriate measures are taken to ensure compliance of the REDD+ program with relevant
legal instruments
7.2.1 Gaps and inconsistencies between local or national law and the REDD+ SES or relevant
international treaties, conventions or other instruments are identified
In addition, even if indicators are included, some REDD+ SES qualifiers have not been
included in the Acre version.
1.1.1

i Process is participatory including representatives of women and marginalized and/or
vulnerable groups, iii Includes individual and collective rights includes rights of women and
marginalized and/or vulnerable groups
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1.1.2

i. Applies to Indigenous Peoples and local communities.

1.3.1 [Policies of the REDD+ program uphold the principle of free, prior and informed consent of]
Indigenous Peoples and local communities.
1.3.2

i. Including definition of their own representative and traditional institutions that have
authority to give consent on their behalf
iii. The process takes into account the views of all community members including those of
women and of marginalized and/or vulnerable people.

1.3.3

ii. Includes physical and/or economic relocation or displacement.
iii. The agreement includes adequate provision of financial and technical support for the
displacement.
v. The agreement includes a procedure for relocation or displacement that is transparent,
impartial, safe and accessible for all relevant stakeholders, with special attention to women
and marginalized and/or vulnerable people.

2.1.1 For each group of stakeholder, At local, national and other levels, Direct and indirect benefits,
costs and risks, with special attention to women and the most vulnerable and/or
marginalized groups. Note that ‘indirect’ impacts were highlighted as important in several
comments during revision process for REDD+ SES.
2.2.1

With special attention to women and vulnerable/marginalized’

All indicators in Principle 3 - No reference to women and vulnerable people in Acre indicators, which
also don’t specify the types of information available.
3.1.3

i. Includes financial, human or other resources.
ii. Relative to the level of resources available under the reference scenario which is the most
likely land-use scenario in the absence of the REDD+ program.

5.2.1 Doesn’t specify against the reference scenario and with special attention to afforestation,
reforestation and restoration plans.
5.2.3

i. Includes financial, human or other resources.
ii. Relative to the level of resources available under the reference scenario which is the most
likely land-use scenario in the absence of the REDD+ program.

5.3.3

v. Includes measures to address the risk of reversals that might lead to a reduction in the
benefits achieved by the REDD+ program.

6.1.1 Doesn’t include the identification of potential constraints to participation
6.2.1 Doesn’t include statutory and customary institutions and practices.
6.2.2 Doesn’t include ‘in mutually agreed places’
6.3.4 Doesn’t specify the modalities to obtain FPIC (see qualifiers REDD+ SES 6.3.3)
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6.5.1 Merges REDD+ SES 6.5.1 and 6.5.2 but doesn’t specify the type of information (6.5.1),
doesn’t specify the way of dissemination (6.5.2), doesn’t specify with special attention to
vulnerable people and women, doesn’t specify in a form they understand.
6.6

Doesn’t specify with special attention to women and marginalized/vulnerable groups

•

1.3.1
2.1.2

Some Acre indicators go beyond REDD+ SES
ILO 169 and UNDRIP included at indicator level
New indicator on dissemination of information related to the costs, risks and opportunities of
the ISA carbon program to the beneficiaries using adequate methodology and language. (only
partially covered under REDD+ SES 6.5.1).

There were some steps put in place to facilitate stakeholder input to adapt the international
indicators to the reality of Acre. However, there has been little clear methodology to the process and
solicitation of comments and the level of participation in the development of indicators. The
consultation on indicators seemed designed mostly to inform to the relevant stakeholders and to
collect information about the stakeholders. There did not seem to be any methodology developed
that would give the stakeholders significant input into the development of the indicators nor was
there a defined process that would ensure effective participation before starting the indicators
development process.
While not relying on a predefined methodology or process for engagement, the resulting indicators
were relevant for this phase of Acre’s ISA Carbon Program development because they used
participatory multi-stakeholder processes.
SISA is a broad policy in Acre. One of its programs is the ISA Carbon Program. The team leading the
ISA Carbon Program realized that REDD+ SES would be applicable to the whole SISA program. We
can affirm that indicators have been made relevant for the entire SISA policy, beyond the
implementation of the ISA Carbon Program.
Minor variations from REDD+ SES Guidelines unlikely to significantly affect the quality of the
safeguards assessment
•

Some changes were made to REDD+ SES criteria. This is not allowed in the REDD+ SES
Guidelines (5.3.1). The changes result in a simplification and less comprehensiveness on
reporting related to coherence of the REDD+ program with other policies and plans, including
contributions to sustainable development policies and plans, and also contributions to
human rights. These issues are still covered in Acre indicator 4.1.1 but in less detail. The
removal of the REDD+ SES criterion on adaptive management for social impacts reduced the
monitoring of this good practice. The removal of the REDD+ SES criterion requiring
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•

•

assessment of impacts on biodiversity and ecosystem services reduced the quality of the
system for environmental impact monitoring.
While the removal of some REDD+ SES indicators reduces the comprehensiveness and detail
of social and environmental monitoring, the Acre indicators are still detailed and are likely to
provide a good understanding of progress addressing and respecting safeguards for REDD+.
There was no clear methodology to enable effective stakeholder participation in the
development of indicators (REDD+ SES Guidelines 5.3.3), but nevertheless the process
appears to have been responsive and incorporated stakeholder inputs through an iterative
process.

Interpretation |Organize Consultations on Indicators - STEP 6
The REDD+ SES Guidelines (6.2.1) state that the Facilitation Team organizes the publication of the
draft indicators and a public comment period. This shall include publication on an existing
government-led or approved REDD+ website if available and the opportunity to submit comments
electronically, as well as direct circulation and invitation of comments to relevant stakeholder
groups.
The IMC (Facilitation Team) did organize publication of the draft indicators on the IMC website and
launched an official public comment period from 27 July 2011 to 27 September 2011 with
publication of the draft indicators and the invitation to submit comment in the official journal (Ofício
Circular n.º 018/2011/GAB/IMC). There was an opportunity for relevant stakeholders to submit
comments electronically or submit hard copies but the IMC team said they did not receive comments
electronically but only through facilitated meetings and workshops.
We can affirm that there were two consultations periods to facilitate stakeholder and public
participation in the indicator development process. The second public comment period was from
May to June 2012 when consultations were held with women’s groups and the indigenous peoples
working group as well as with the representatives of CEVA. The two consultation periods for the Acre
REDD+ SES indicators lasted more than 60 days and 30 days respectively, as indicated in REDD+
SES Guidelines (6.2.3).
The main methodology used by the IMC (Facilitation Team) was to use workshops for the
consultations and to receive the feedback from different relevant stakeholders. However, there was
lack of effective participation from some sectors such as the private sector. Special attention was
given to marginalized people by organizing separate workshops with indigenous peoples and small
producers.
Although the program had some plans to ensure full and effective participation of marginalized
people in the process, some of these plans were not fully applied such as validation by marginalized
people. The report provided by IMC identified formal procedures for ensuring the active participation
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of women and gender balance. An effective participation and dissemination process takes a long
time and it was not perfectly implemented, so it needs to be improved. The State of Acre has an
inclusive approach. Therefore, Indigenous Peoples and other communities have been approached
and informed electronically and by workshops but it was difficult and expensive to do a proper job.
There is a REDD+ SES indicator on ensuring that representatives provide information back to people
they represent. However, the timeframe did not provide enough time for communities to provide their
input. They had workshops but there was not enough time to digest the information, to facilitate
input from their communities and to consult internally and provide appropriate input to the process.
The draft indicators were published in Portuguese which is widely understood by relevant rights
holders and stakeholders.
The report of the consultations on the indicators that explains what comments were received is not
complete, and the annex with compilation of comments is lacking. In addition, the review team did
not see any record of the response to comments explaining how they were addressed in the revised
indicators. IMC said that responses were made to comments received and for every meeting they
prepared a table of comments received and how they were treated but it was not published. . The
report of the consultations on the indicators that explains what comments were received is not
complete, and the annex with compilation of comments is lacking. In addition, the review team did
not see any record of the response to comments explaining how they were addressed in the revised
indicators.
The final version of the indicators was approved by CEVA in March 2013 and published, along with
the monitoring manual in June 2013.
Minor variations from REDD+ SES Guidelines unlikely to significantly affect the quality of the
safeguards assessment
•
•

The workshop methodology and the timeframes did not enable the rights holders and
stakeholders to coordinate their input (REDD+ SES Guidelines 6.2.7).
While IMC said that they prepared a table of comments received at every meeting, that also
included an explanation of how they were addressed in revision to the indicators, this
information was not published ( REDD+ SES Guidelines 6.2.8).

Assessment | Prepare Monitoring and Assessment Plans - STEP 7
Scope of the Monitoring and Assessment Plans
As specified in section 7.2.1 of the REDD+ SES Guidelines, the scope of application of REDD+ SES
for the current assessment period must be agreed with the Standards Committee. The objective of
process component 7.2.1 is for there to be agreement by CEVA (Standards Committee) on what Acre
will be monitored during the first assessment period. The elements of scope that should be
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specified by CEVA (Standards Committee) include; which of the indicators would be monitored in this
period, level of monitoring, and time period for monitoring. Once the scope is determined by CEVA
(Standards Committee), then IMC (Facilitation Team) develops a monitoring and assessment plan to
cover that scope established by the Standards Committee.
To determine whether CEVA as the Standard Committee agreed to the scope of the application of
REDD+ SES for the first monitoring period, the following information was reviewed.
•

•

The time table provided in the 'Manual de Monitoramento das Salvaguardas Socioambientais
de REDD+ no SISA' indicates that the process of finalizing the jurisdictional level Principles,
Criteria and Indicators was being done partially in parallel to the development of Acre’s
Monitoring and Assessment plan.
The reports of 2 workshops in April and in July 2012 in which the development of Monitoring
and Assessment Plans was discussed indicate that IMC in developing the Monitoring and
Assessment Plan, had the input and buy-in from CEVA (Standards Committee) members who
participated in the workshops on the scope of what should be monitoring in Acre’s REDD+
SES program.

While it is clear that CEVA had input into defining the scope of monitoring, there is no clear public
record stating CEVA approval of the scope of the Monitoring Plan, including the time frame of the
first assessment period and the identification of which of the specific indicators would be monitored
during that period.
The “Manual de Monitoramento das Salvaguardas Socioambientais de REDD+ no SISA” was
published in August 2013. This monitoring manual can be found on the IMC website 4.
The REDD+ SES Guidelines (Section 7.2.2) require the development of both 1) a Monitoring Plan
defining what specific information is required, methods and responsibilities for information
collection, and 2) an Assessment Plan defining the process for preparation, review, approval and
dissemination of the Assessment Report).
Monitoring Plan 7.2.2 of the REDD+ SES Guidelines requires that a Monitoring Plan focusing on the
current assessment period, be developed, for each indicators. The following guidelines are provided
for what should be included in the Monitoring Plan:
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Monitoring Plan Elements
•
•

•

•

Definition of what information/data will be used to assess performance against each of
the indicators within the current assessment period.
Source of information/data information including where it will be found (for example in the
results of an existing survey or report (a secondary source) or through direct collection of
information through surveys, focus groups etc. (a primary source).
Methods defining how the information will be gathered and analysed, such as:
o Secondary source – define process for reviewing existing information
o Primary source – define an information gathering tool e.g. survey, focus groups
• Sampling strategy, as appropriate
• Methods for data analysis
Responsibilities defining who will do what:
o Who organizes the information gathering process
o Who actually gathers or contributes the information
o Who analyses the information.

In 2012, the Facilitation Team started to develop a Monitoring plan in the format included in the
REDD+ SES Guidelines. They found this very complex and hard to follow. They were also concerned
that CEVA, let along other stakeholders, would find it hard to understand. They requested technical
assistance from IMFLORA who helped them to develop a more practical approach that would be
easier to share and understand. This led to the production of only one document “Manual de
Monitoramento das Salvaguardas Socioambientais de REDD+ no SISA”, which includes both the
Monitoring Plan and the Assessment Plan.
Acre’s indicators were still being finalized in Nov and Dec 2012, but this has also been identified as
the time period when development of the Monitoring Plan and Assessment Plan by the IMC
(Facilitation Team) started. But it is not clear within this monitoring manual what would be the time
period that will be monitored and included in the first assessment.
Most of the monitoring manual covers elements required in an Assessment Plan, and there is an
annex entitled “Anexo I - Check list de critérios e indicadores acrianos do SISA”, which provides a
general monitoring plan. The Check list annex states that the purpose of this checklist is that it “was
created to help with the evaluation of the safeguards compliance by the ISA Carbon Program of SISA
and by state public policies. This tool will be used for the IMC team and the objective is to identify if
the current tools available in the State of Acre are sufficient to address the proposed safeguards
indicators.” It provides a format for completing the monitoring on each of the indicators, but it does
not include any details on the what, how, where, when and by whom data and information will be
collected.
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In the check list, it does not specify which of the indicators will be assessed in the first assessment
period. And since all the indicators are included in the checklist Anexo I, it would follow that they will
all be monitored in the first assessment period. But when this check list is compared to the
“Relatório de autoavaliação do cumprimento de salvaguardas socicambientais no SISA e no
programa ISA Carbono do Estado do Acre” (Self-assessment Report) it is clear that not all indicators
in the check list were monitored as part of the first monitoring period. There are indicators in the
Self-assessment Report that state they are “Not applicable at this time” for example indicator - 1.3.3
- Where any relocation or displacement has occurred, there free, prior and informed consent on the
provision of alternative and / or fair compensation lands. Another document that was provided for
the review was a draft version of Section 6 (SAFEGUARD INFORMATION SYSTEM) of the VCS
Jurisdictional Nested REDD+ Program Document. It provides tables with “Data and Parameters
Available at Validation” and “Data and Parameters Assessed”. These two tables are intended to
provide detailed information on each of the variables and data that will be available at validation and
to be monitored for each assessment period. It appears that the data in these tables would provide
for each indicator the, Data unit, Description, Source of data, Value, Justification of choice of data or
description of measurement / assessment methods and procedures applied and comments. If
these two tables were completed they could form the basis for a Monitoring Plan, but the tables are
incomplete.
The IMC (Facilitation Team), was supported by the following outside expertise in the preparation of
the Manual de Monitoramento das Salvaguardas Socioambientais de REDD+ no SISA (Monitoring
Plan) for the Acre REDD+ SES program, CARE, IMAFLORA, and REDD+ SES as indicated on the cover
of the published plan dated August 2013.
Given that there was no official record of the approved scope of the plan, it is not clear whether the
Monitoring Plan covers this scope, nor is it clear what time frame the first assessment period would
cover until you review the first assessment report “RELATÓRIO DE MONITORAMENTO RESUMO
EXECUTIVO - RELATÓRIO DE AUTOAVALIAÇÃO DO CUMPRIMENTO DE SALVAGUARDAS
SOCIOAMBIENTAIS NO SISA E NO PROGRAMA ISA CARBONO DO ESTADO DO ACRE. 5 In this selfassessment report it is stated that it covers 2006 – 2013, but it is not clear from which months.
Assessment Plan
An Assessment Plan specifies the methods, timing and responsibilities to complete all the steps in
the assessment process, including development of a draft Assessment Report, review by
stakeholders, and approval by the Standards Committee, publication and dissemination. The
elements of the Assessment Plan are included in Manual de Monitoramento das Salvaguardas
Socioambientais de REDD+ no SISA (Monitoring Plan).
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Thus, for this international review the Manual de Monitoramento das Salvaguardas Socioambientais
de REDD+ no SISA (monitoring manual), was evaluated to determine whether the required elements
of the Assessment Plan were included in this document.
The monitoring manual has the assessment process defined for two components of the REDD+
program 1) Program Assessment and 2) Project Projects. These are reviewed below.
Program Assessment Process
In the monitoring manual in Flowchart 1 and Chart 1 the five steps in the monitoring process are
defined including, a) self-assessment of the state system for monitoring the safeguards, b) 1st
revision and validation by CEVA and publication of the self-assessment for public contribution, c)
development of the Action Plan, d) revision and validation of the Action Plan by CEVA, by the
collective Councils, by the Indigenous WG and public consultations in general and e) implementation
of the Action Plan.
For each of these steps defined in the assessment process, the chart describes who is responsible
and the output of the step. The description of the assessment process could be more clearly aligned
with the REDD+ SES Guidelines requirements. For example, it appears as if step a) describes the
collection of data and the development of the Assessment report, but the step only refers to the
completion of the Check List, which, as explained in the section ‘Monitoring Plan’ above, is
inadequate as a Monitoring Plan. There is nothing about the development/revision of the Monitoring
Plan for the current assessment period which should precede the collection of data and preparation
of the Assessment Report. The step b) covers the reviews required of the Self-assessment Report by
CEVA and the posting of the assessment report on the website to solicit public comment. It does not
include any timeframes for any of the steps, or the time periods for public comments.
Assessment Process for Private Projects of the ISA Carbon Program of SISA
The monitoring manual provides details on the process that is to be used by Private Projects of the
ISA Carbon Program of SISA seeking registration and approval. This process is outlined in the
Monitoring Plan in Section 7. While there are a only a few project proponents in Acre that currently
intend to register with the government, one of these was interviewed as part of this review from a
project that has already issued VCUs tagged with CCB labels. No projects have used this process yet,
and it is not clear how much additional work is required and/or the overlap (or potential conflict)
there is between the IMC requirements used to register projects and international market standards.
The process states that grievances will be handled by an ombudsman. The “Ombudsman: formed by
the State Secretary of the Environment (SEMA) and the Collective Councils, has the function of
receiving complaints related to Private Projects developed in the State of Acre. In this case, the
ombudsman shall analyze and identify the veracity of the complaint submitted and, if needed,
request suspension or disqualification of the project with the IMC until the issues raised are resolved
by the project’s proponent. This action may occur at any moment, from pre-registration of the project
with the IMC until the maintenance of the same along the years.”
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It is not clear from the process defined what is required in the pre-registration stage, but it looks like
there is information and a form on the website for project registration process. 6
Transparency
The monitoring manual is currently posted on the IMC website, as well as the Check-list de critérios e
Indicadores Acreanos de Salvaguardas Socioambientais de ISA CARBONO no SISA e seus
programas- SISA.
The primary form of communication prescribed in the monitoring manual is the website of the State
government, of the IMC7, of CEVA and of the REDD Observatory, to facilitate public contribution.
While this is an efficient means of communication, is not effective at reaching some stakeholder
groups, including small producers, who confirmed they had limited access or limited use of the
internet. Additionally, the one potential private project proponent said he was not aware of the
formal process for having the project posted on the website. There did not seem to be any
specialized communication to women and vulnerable and/or marginalized groups.
The REDD+ SES process (7.2.5) requires the Standards Committee (CEVA) to review and approve the
Assessment Plan. This monitoring was reviewed and validated during a workshop facilitated by
IMAFLORA, CARE and IMC on May 10, 2013 in Rio Branco that included the participation of
approximately 30 people representing various relevant stakeholders, such as: Indigenous Peoples
Working Group (Indigenous WG), Council Group, Cooperfloresta, IPAM, SDS/CECLIMA (State of
Amazonas), IDAF, OPIAC, SEMEIA, SEPLAN , INCRA, AEAI, AMAAIAC, ASPIRH, SOS Amazônia, UFAC,
ITERACRE, ASIMMANEJO, CREA, CPI/AC, SEMA, MEP and SEE.
Minor variations from REDD+ SES Guidelines unlikely to significantly affect the quality of the
safeguards assessment
•

The Acre Monitoring Plan is a checklist for each indicator that is general for every
assessment, so there does not appear to have been a clear definition of the scope of
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qz80qrhNzWHP2xvQQGNOuvfj3R6ntJ-SulJyDdul3Ll-jTrS8l5yribxpl4hdyNp7XXTrxnDJ0clPuJNw9G-RCI2S8_b_bDFTtftyprLaX9G7Moqt_g7QOx-EJlKCyP6_EK49AamIv9xcJUh3gd0ztK4ssbV0RKMQrBnU9sPORYy7slQq3W7Q5OOgQY3YGJuG7kDHcixLJ6BYgOMgzlEULU0WSkQukrMPideY2Q!!/dl3/d3/L2dBISEvZ0FBIS9nQSEh/
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•

•

monitoring for the first assessment, identifying the time period and also which indicators
would be assessed, agreed in advance with CEVA (REDD+ SES Guidelines 7.2.1). The IMC
team identified the indicators that were not relevant during the preparation of the draft
assessment report and these were approved retrospectively by CEVA.
The Acre checklist used as a Monitoring Plan identifies the information needed and the
methodology to follow to assess performance in general, but does not specify the specific
information needed for the current assessment period, or who will be responsible for
collecting and analyzing the information (REDD+ SES Guidelines 7.2.2).
The Acre Monitoring Manual includes all the information needed for an Assessment Plan,
such as process and responsibilities for developing reviewing and approving the assessment,
but there was no development and publication of a specific timeline for the current
assessment (REDD+ SES Guidelines 7.2.3).

Assessment | Collect and Assess Monitoring Information - STEP 8
Under this process step, the work requires identifying, collecting and analyzing the specific
monitoring information as defined in the Monitoring Plan and preparing a draft Assessment Report of
the performance of the REDD+ program for each of the indicators.
The IMC as the Facilitation Team organized the collection of information and production of the draft
Self-assessment Report. This Self-assessment Report is comprised of an executive summary report
called report “RELATÓRIO DE MONITORAMENTO RESUMO EXECUTIVO - RELATÓRIO DE
AUTOAVALIAÇÃO DO CUMPRIMENTO DE SALVAGUARDAS SOCIOAMBIENTAIS NO SISA E NO
PROGRAMA ISA CARBONO DO ESTADO DO ACRE 8 (Summary Self-assessment Report) as well as a
much more detailed report comprised of a table for each of the indicators in the “Check list” format
which lists the “Evidence” and “Sources of data” used to demonstrate whether an indicator has been
met and its level of compliance. The Summary Self-assessment Report provides a summary write-up
for each Principle and the rating at the indicator level ranking by “Fulfilled, Partially Fulfilled, Not
Fulfilled or Not applicable at this stage of implementation” and includes a list of the main gaps in
performance for each of the principles.
It is not clear from either the Monitoring Plan or Self-Assessment Report how the process for
gathering information encouraged board stakeholder engagement.
The list below provides guidance on the elements that should be included in the Assessment Report
(REDD+ SES Guidelines 8.2.2).
Assessment Report Elements
8

In English - MONITORING REPORT EXECUTIVE SUMMARY SELF-EVALUATION REPORT OF COMPLIANCE WITH THE
• A summary of performance at principle level.
SOCIAL AND ENVIRONMENTAL SAFEGUARDS IN THE SISA AND ISA CARBON PROGRAM OF ACRE.

• A summary of the performance with respect to each criterion, i.e. summarizing the
information obtained for all the indicators under each criterion;
• A more detailed explanation of the performance with respect to each indicator explaining
what information or evidence this is based on and providing a reference or link to the source
of the information where relevant;
Commentfor
Overview
• Annexes containing supporting information
some indicators, including potential gaps in
information, as appropriate
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The Self-assessment Report includes a summary of performance for each indicator, but not at the
criterion level.
Under each Principle, there is summary of between 1-2 pages of text that provides background on
the performance of the different indicators and identified gaps. However, with the limited specificity
included in the monitoring plan (see Section 5.7) on collection of data, the “Summary SelfAssessment Report” and the “detailed report of Check Lists by indicator”, includes only limited
evidence and data to demonstrate the program’s performance during the assessment period relative
to some indicators. Explanations rely heavily on reference to existing laws and policies. For some
indicators this is appropriate evidence. However, there are numerous indicators which require the
collection and presentation of primary data but there is virtually none presented in the Summary
Self-assessment Report and the detailed Checklist Report. With a cursory review of the indicators
and the specific information, data and evidence provided, it appears as if little primary data was
actually collected to complete the Assessment Report. In some cases the indicators are rated as
“Not fulfilled” when there is no data, but in some cases they are marked as “Fulfilled” yet the data is
inadequate to demonstrate the fulfilment during the assessment period. Given that Monitoring Plan
and Self-assessment Report do not specify who was collecting the data; it was not possible to
determine whether third parties were used in the collection of data.
The assessment report should be based on a sound and comprehensive monitoring plan which
includes all the data collection requirements specified in the box in Section 5.7. A few examples of
cases where having inadequate detail on the monitoring plan has led to an assessment report that
lacks detailed information to demonstrate the performance during the assessment period include:
•

Criterion 3.1.2 “The initiatives within the programs of the SISA generate additional resources
to improve the long term security of the living means and well-being of the beneficiaries”.
Assessing compliance with this criterion would require the production of specific data that is
collected during the assessment period that specifically shows that the program generated
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•

resources that were used to improve the lives of beneficiaries. Data is not provided in the
Self-assessment Report or Check lists. There is only a reference to the Plano Pluri Anual
(PPA) that are developed to ensure benefits and that and monitoring that will be done under
Monitoramento Presencial será executado, but there is no data provided to show that this
indicator has been actually achieved during the assessment period, yet it the indicator is
marked as “fulfilled”.
Indicator 5.2.1. “The monitoring of the impacts of SISA and its programs in natural forests
and other important areas demonstrates that there is no conversion within the project area,
provided the means for food security and the cultural preservation of the traditional
populations”. This is also rated as fulfilled. The evidence provided refers to what can be
done, but provides no data on what was actually done during the assessment period to
demonstrated fulfilment of this indicator, besides the reference to measuring deforestation,
which is only one small component for meeting this indicator.

These are only two examples, the monitoring plan should be expanded to provide greater detail on
data collection requirements and methods and the assessment report should be expanded to
incorporate them.
The requirement to pay special attention to marginalized groups is explicitly included in criteria 2.1,
3.1, and 6.2. In reviewing the summary text under each of these criteria there is no detail on how
this inclusiveness was achieved.
Variations from REDD+ SES Guidelines that could affect the quality of the safeguards assessment
•

•

A lack of detail in the monitoring plan on specific information to be collected, and methods
for collection (e.g. for collection of primary or secondary data) led to an assessment report
that, in several cases, lacks detailed explanation of performance during the assessment
period (REDD+ SES Guidelines 8.2.2).
The Acre assessment report does not provide a description of the process adopted for using
REDD+SES, in particular detailing how participation and inclusiveness have been ensured
(REDD+ SES Guidelines 8.2.2). However, this information is largely included in the
Monitoring Manual.

Assessment | Organize Stakeholder Review of Draft Assessment Report - STEP 9
The draft report in the form of the check-list was prepared in 2013 and presented to CEVA in a series
of meetings from December 2013 to March 2014. Each of the members of CEVA reviewed a
different principle and reported back to the group. This led to the revision of the report before the
Summary Self-Assessment report was produced by IMC in April 2014.
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This summary was published, after approval by CEVA, for public comment 7th October to 7th
November 2014. CEVA organised a series of consultation meetings with different stakeholder
groups including rural producers, Indigenous Peoples, social movements, culminating in a big
meeting with the three State Councils. These meetings and the compilation and analysis of
comments were facilitated by a civil society member of CEVA representing the Central Labour Union
(CUT). The response to comments and the final report were reviewed by CEVA in December 2014.
There were some delays during this process in Acre in 2014 due to the national and state level
elections held in October which restricted the types of meetings that could be held and the role of
government officials for several months in the run up to the elections.
Minor variations from REDD+ SES Guidelines unlikely to significantly affect the quality of the process
•

The official public comment period for the assessment report was only 30 days and not 60
days (REDD+ SES Guidelines 9.2.2); however a workshop was organized with a good range of
stakeholders that facilitated stakeholder input to strengthen the report.

Assessment | Publish the Assessment Report - STEP 10
The REDD+ SES Guidelines (10.1) states that a full report of performance of the REDD+ program
against the principles, criteria and country-specific indicators is made publicly available, including at
least a summary in languages and formats that make it relatively assessable to all stakeholder
groups.
The final version of the self-assessment report, composed of a summary and a detailed report
providing full information for each indicator in a checklist format, has been published on the IMC
website
at
http://www.imc.ac.gov.br/wps/portal/imc/imc/principal/!ut/p/c5/5ZHJboNAEES_JT9AzzAswxELDAO
MAbMYc0FgWRbEGLLICL4-kQQ5RDnYuWSqktL3aXXUkEJwpf62p7q13a41GcooNSqyGVxkrkqptmWIBbloeU7KqExgR0USKmSbh7
Z8rhsOz2e0rSMNs-HiQcOSi0fc_tp5lYeJtnovaBpTqwtTzuGETVwvo5t0-asqacHwdprFfpBJvrlk_a9qA8nYdGdLV7b-_GLf7c3yDtodS_8iG3KWIqsfP1KsZigvSObX9n0UCXBYEhwj0ky47-dyyq3JUlmibXpoOvYQkqhOiKrKBDM3QNJlCsYKNO_RHGPurLxSonrsUHz6ab45qrQ8!/dl3/d3/L2dBISEvZ0FBIS
9nQSEh/
The summary and the detailed checklists are in Portuguese which is widely understood be relevant
rights holders and stakeholders in Acre. The summary explains in general how the safeguards in
each principle are addressed and respected, a table summarising whether each indicator is fulfilled,
partially fulfilled, or not fulfilled. Importantly, the summary report provides a list of gaps that were
identified in addressing and respecting safeguards under each principle.
A version of the summary that is formatted to make it easier to understand has been disseminated
to the members of CEVA, the Indigenous Working Group and to the members of the three councils.
This formatting and dissemination was delayed until October 2015 due to lack of funding.
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Minor variations from REDD+ SES Guidelines unlikely to significantly affect the quality of the process
•

The report has only been disseminated to the groups closely involved in revising and
approving the self-assessment report and has not been distributed more broadly to
interested stakeholder groups, such as all those that participated in different workshops
related to SISA and safeguards. This limited dissemination results from the limited
resources available. Also the dissemination of the report was not specified in the assessment
plan (REDD+_SES Guidelines 10.2.3).

Lessons Learned
h) What do different stakeholder groups (including government) and the members of the review
team think could be improved in the approach to safeguards for REDD+ in Acre, and what
lessons learned could improve the REDD+ SES guidance and tools for other countries?
This REDD+ SES International Review was conducted through a participatory process. The review
team learned from the different stakeholders interviewed in Acre about their views on strengths,
weaknesses, suggestions for improvement and lessons learned. Specific recommendations for Acre
are included under questions a-f in Section 4 above. Some lessons learned are included here to
document the rich experiences from using REDD+ SES guidance and tools in Acre and to facilitate
learning and sharing of those experiences with other countries that are developing a participatory,
transparent and comprehensive approach to safeguards.
•

An iterative, inclusive and participatory process, with adequate time and resources, helps to
build shared ownership of the results and process to implement and monitor safeguards.
The efforts made to conduct a participatory process in Acre have contributed to the
robustness of the results. IMC and CEVA devoted significant time and resources to ensure
that different groups of actors could participate in the safeguards process, including
consultations on the interpretation of indicators and review of the Self-assessment Report.
This enabled the actors to feel ownership of the results and of the process to implement and
monitor safeguards.

•

A multi-stakeholder process helps to ensure that key issues of importance to stakeholders
are included in the indicators and will be assessed.

•

It is important to strengthen existing institutions or develop new ones when key stakeholder
groups are not adequately represented. CEVA created an Indigenous Working Group to
ensure that Indigenous Peoples’ interests are taken into account because Indigenous
Peoples are not represented on the State Councils and hence are not represented on CEVA.
In addition to advising on safeguards and other issues for SISA, the Indigenous Working
Group can decide and propose any project they want to develop in their territories. Building
on this experience, CEVA also decided to create a Gender Working Group in 2015 to ensure
the representation of women in decision making related to SISA. This experience of creating
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sub-groups of the Standards Committee to ensure the representation of key and hitherto
marginalized stakeholder groups is an important lesson learned for the REDD+ SES Initiative.
It provides a good example and further elaboration of the REDD + SES Initiative
recommendation (Guidelines Step 3 Create the Standards Committee) to build on existing
multi-stakeholder platforms, reinforcing them or developing new ones if necessary, to ensure
the participation of key stakeholders.
•

It helps the government agency responsible for safeguards to have support from a civil
society organisation ideally with connections to related national processes to facilitate the
safeguards process. After CARE stopped participating in the facilitation team from 2013, IMC
organised the process alone and in some cases lacked the human resources to attend to all
the details. It would have helped the facilitation to have support from a local civil society
representative, ideally with connections to national processes, to facilitate outreach to local
civil society and also to insert the process into potential national civil society discussions on
safeguards.

•

It is important to give members of the multi-stakeholder committee sufficient time to review
documents before meetings and to consult with their constituents.

•

Simplifying the language of the indicators, and using local terms, helps to facilitate the
participation of a wider range of stakeholders, including Indigenous Peoples and local
communities. In order to facilitate the interpretation of the indicators, the facilitation team
and a consultant developed a version of the indicators using more simple language. This
team identified the "essence" of international indicators of the REDD + SES initiative which
helped to understand the indicators so they could adapt them into simple and clear
language. The REDD + SES Initiative learned from this to make a simpler Version 2 of the
REDD+ SES framework for indicators, adopting the Acre approach to provide the essence
and "quality elements" of each indicator. This process of simplification of the indicators
contributed to making indicators easier for the actors to understand and helped with
transparency.

•

It is important to develop an assessment plan as well as a monitoring plan and to tailor them
for the current period. The facilitation team defined the process for monitoring of social and
environmental safeguards, for the SISA program as well as for private projects, which defines
steps, responsibilities and cycles of monitoring. This recommendation was incorporated into
Version 2 of the Guidelines for the use of REDD + SES at country level, indicating in step 7
that the facilitation team must develop a plan for assessing the safeguards that defines the
process for collection of information, preparation and review of report and its publication. It
would have helped to ensure a more transparent process if the scope and timing of the
current assessment had been agreed with CEVA and made available to stakeholders.

•

Recognising that it may be helpful to adopt a stepwise approach to providing information on
how safeguards are addressed and respected, it may be helpful for the first assessment
report to focus on a gap analysis of existing policies, laws and regulations to address the
safeguards elements in the indicators, with the aim that future assessments will also assess
the extent of their implementation. The first assessment report in Acre focuses mostly on
analysing the extent to which policies, laws and regulations are addressed and IMC and CEVA
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plan to focus more on the extent to which these are effectively implemented in future
assessments.
•

It is important to incorporate an addition step in the 10-step process for the use of REDD +
SES at country level to develop an action plan from the assessment report in order to
address the identified gaps and improve the design and implementation of the REDD +
program. In Acre, IMC will be developing an action plan with the support of CEVA in 2015.

Comment Overview

Navigate to Table of Contents

Annexes
Annex 1 – List of documents reviewed
Annex 2 - List of participants in each of the review team’s Interviews
Annex 3 – Adoption and use of a participatory, transparent and comprehensive approach to REDD+
safeguards in the State of Acre, Brazil, 2010 to 2015: An outcomes evaluation (published as as
separate document)
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Annex 1 – List of documents reviewed
Filename

Description

Acre indicators with principles and criteria ENG.docx

Acre - Country
Level Principals
and Indicators
Acre indicators ENGLISH.docx
Acre - Country
Level Principals
Only
Acre REDD+ SES process analysis 04-22-14 obs.docx
ACRE Responses
to - REDD+ SES
Secretariat
Analysis
and
Comments on the
Process followed
by Acre to use
REDD+ SES
Relatório de Atividades da Ceva 2011_2012.pdf
ANNUAL REPORT
OF CEVA 2011
and 2012
Relatório de Atividades da Ceva 2011_2012 RT-ENG.docx ANNUAL REPORT
OF CEVA 2011
and 2012
Relatorio_Atividades_CEVA_2013.pdf
ANNUAL REPORT
OF CEVA 2013
Relatorio_Atividades_CEVA_2013 RT-ENG.docx
ANNUAL REPORT
OF CEVA 2013
CHARTER COMMISSION STATE OF VALIDATION AND Charter
MONITORING ENG.docx
Commission State
Validation
and
Monitoring
Check_List_Indicadores+Acreanos_Final.pdf
Check-list
of
criteria
and
indicators
Acre
Social
and
Environmental
Safeguards
ISA
CARBON in SISA
and its programs
REDD+SES Version 2 vs Acre interpretation RT-ENG.docx
Comparison
of
Acre’s
countryspecific
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DATED

ENG

n/a

ENG

n/a

ENG

n/a

PORT

n/a

ENG

n/a

PORT

n/a

ENG

n/a

ENG

n/a

PORT

n/a

ENG

Decem
ber,
2012
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REDD+SES Version 2 vs Acre interpretation.docx

Contrato de Contribuição Financeira.pdf

interpretation
against
REDD+
SES V2
Comparison
of PORT
Acre’s
countryspecific
interpretation
against
REDD+
SES V2
Contract Financial PORT
Contribution KfW

Contrato 2_IKFW.pdf

Contract Financial
Cooperation
Program REDD
Secao 1.12_25fev14 - REPARTICAO DE BENEFICIOS Criteria governing
ENG.docx
the sharing of
benefits arising
from the SISA and
carrying
ISA
Carbon Program
Secao 1.12_25fev14 - REPARTICAO DE BENEFICIOS.docx
Criteria governing
the sharing of
benefits arising
from the SISA and
carrying
ISA
Carbon Program
Secao 2 - Salvaguardas RT-ENG.docx
Draft VCS JPD
Section 2
Secao 2 - Salvaguardas.docx
Draft VCS JPD
Section 2
Seçao 6 - 7 Safeguard Information System RT-ENG.docx
Draft VCS JPD
Section 6 and 7
Seçao 6 - 7 Safeguard Information System.docx
Draft VCS JPD
Section 6 and 7
Seçao 6 - 7 Safeguard Information System RT-ENG with Draft VCS JPD
Tables.docx
Section 6 and 7
(with Tables)
Relatorio
de
avanco
IV_REM_Relatorio Financial
anual_2013_monica_revEFA-2.docx
Cooperation
Global
REDD
Program (REM)
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PORT

ENG

Decem
ber,
2012

Decem
ber,
2012
Decem
ber,
2013
Februa
ry,
2014

PORT

Februa
ry,
2014

ENG

April,
2014
April,
2014
April,
2014
April,
2014

PORT
ENG
PORT
ENG

PORT

Decem
ber,
2013
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Ajuda Memoria REM Acre_mit_Unterschriften cópia.pdf

Ajuda
Memoria
ALEMANHA.pdf

2_COOPERAÇÃO

FINANCEIRA

Copy of Kopie von REM 2_ previsão
aplicacao2014_15dez13_comentarios-5.xlsx

de

Kopie
von
REM
2_
previsão
aplicacao2014_15dez13_comentarios-5.xlsx

de

REM 1_ previsão de aplicacao2014_15dez2013-3.xlsx

REGIMENTO+INTERNO+-+CEVA bilaws.pdf

International Review in Acre 04-28-14 Portuguese.pptx

Monitoring Socio-environmental safeguards SISA Acre ENG
w LD questions.doc

Monitoring Socio-environmental safeguards SISA Acre
ENG.doc

Manual_de_Monitoramento_de_Salvaguardas_Socioambi
entais_ Sisa_Final.pdf

Financial
Cooperation
Global
REDD
Program
with
signatures (REM)
Financial
Cooperation
Brazil/Germany
Global Program
REM application
forecast 2014
Global Program
REM application
forecast 2014
Global
REDD
Program
SISA/REM
payment on REDD
results
International
regulations
of
validation
and
monitoring
International
Review in Acre
Team Debriefing
Manual
monitoring
Safeguards socioenvironmental
REDD + in SISA
Manual
monitoring
Safeguards socioenvironmental
REDD + in SISA
Manual
monitoring
Safeguards socioenvironmental
REDD + in SISA
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PORT

June,
2012

PORT

Novem
ber,
2013
Decem
ber,
2013
Decem
ber,
2013
Decem
ber,
2013

PORT

PORT

PORT

PORT

April,
2014

ENG

May,
2014

ENG

June,
2013

ENG

June,
2013

PORT

June,
2013
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20.05.2013+-+Ata+da+Reunião+dos+Conselhos (1).pdf

20.05.2013+-+Ata+da+Reunião+dos+Conselhos.pdf

Sistematizacao_Final_Workshop_de_Planejamento_CEVA
July 2012.doc
Sistematizacao_Final_Workshop_de_Planejamento_CEVA
July 2012 RT-ENG.docx
Publica+º+úo_lei_2308_SISA.pdf

Publica+º+úo_lei_2308_SISA RT-ENG.docx

publication_SISAlaw_2308_ling_EN1.pdf

Meeting of the
Board
of
Collective
Environment,
Science
and
Technology
(CEMACT), Council
of
Rural
Development and
Sustainable
Forest
(CDRFS)
and Council State
Forest (CFE)
Meeting of the
Board
of
Collective
Environment,
Science
and
Technology
(CEMACT), Council
of
Rural
Development and
Sustainable
Forest
(CDRFS)
and Council State
Forest (CFE)
Planning
operationalization
of CEVA in SISA
Planning
operationalization
of CEVA in SISA
Presentation
of
Incentive system
Environmental
Services
Presentation
of
Incentive system
Environmental
Services
Presentation
of
the System of
Incentives
For
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PORT

May,
2013

PORT

May,
2013

PORT

July,
2012

PORT

July,
2012

PORT

n/a

ENG

n/a

ENG

n/a
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Relatorio Salvaguardas Principio 1_Revisado.pdf

Relatorio Salvaguardas Principio 2_Revisado.pdf

Relatorio Salvaguardas Principio 3_Revisado.pdf

Relatorio Salvaguardas Principio 4_Revisado.pdf

Relatorio Salvaguardas Principio 5_Revisado.pdf

Relatorio Salvaguardas Principio 6_Revisado.pdf

Relatorio Salvaguardas Principio 7_Revisado.pdf

Relatorio Salvaguardas Principio 1_Revisado RT-ENG.docx

Relatorio Salvaguardas Principio 1_Revisado.docx

Relatorio Salvaguardas Principio 2_Revisado RT-ENG.docx

Relatorio Salvaguardas Principio 2_Revisado.docx

Relatorio Salvaguardas Principio 3_Revisado RT-ENG.docx

Relatorio Salvaguardas Principio 3_Revisado.docx

Relatorio Salvaguardas Principio 4_Revisado RT-ENG.docx

Environmental
Services
Principal, Criteria,
Indicators
and
Evidence
Principal, Criteria,
Indicators
and
Evidence
Principal, Criteria,
Indicators
and
Evidence
Principal, Criteria,
Indicators
and
Evidence
Principal, Criteria,
Indicators
and
Evidence
Principal, Criteria,
Indicators
and
Evidence
Principal, Criteria,
Indicators
and
Evidence
Principal, Criteria,
Indicators
and
Evidence
Principal, Criteria,
Indicators
and
Evidence
Principal, Criteria,
Indicators
and
Evidence
Principal, Criteria,
Indicators
and
Evidence
Principal, Criteria,
Indicators
and
Evidence
Principal, Criteria,
Indicators
and
Evidence
Principal, Criteria,
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2014

PORT

April,
2014

PORT

April,
2014

PORT

April,
2014

ENG

April,
2014

PORT

April,
2014

ENG

April,
2014

PORT

April,
2014

ENG

April,
2014

PORT

April,
2014

ENG

April,
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and
Evidence
Relatorio Salvaguardas Principio 4_Revisado.docx
Principal, Criteria,
Indicators
and
Evidence
Relatorio Salvaguardas Principio 5_Revisado RT-ENG.docx Principal, Criteria,
Indicators
and
Evidence
Relatorio Salvaguardas Principio 5_Revisado.docx
Principal, Criteria,
Indicators
and
Evidence
Relatorio Salvaguardas Principio 6_Revisado RT-ENG.docx Principal, Criteria,
Indicators
and
Evidence
Relatorio Salvaguardas Principio 6_Revisado.docx
Principal, Criteria,
Indicators
and
Evidence
Relatorio Salvaguardas Principio 7_Revisado RT-ENG.docx Principal, Criteria,
Indicators
and
Evidence
Relatorio Salvaguardas Principio 7_Revisado.docx
Principal, Criteria,
Indicators
and
Evidence
Relatorio_Consulta_Publica_Indicadores_Acrianos_8a_Ver Project
"Field
sao_13-02-12.doc
tests of social and
environmental
standards
for
REDD + with the
Program Incentive
Services
is
Ambienta Carbon
Acre"
Anexo
Capitulo Provides for the
Beneficios_Lei_Estadual_n._1426_de_2001_Fundo
preservation and
Florestal.pdf
conservation of
the state forests,
establishing the
State System of
Natural Protected
Areas, the State
creates Forestry
Council and the
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2014
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2014

PORT

Novem
ber,
2011

PORT

Decem
ber,
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State Forest Fund
and
other
measures
Apresentacao_Ayri_Recomendacoes_Oficina_REDD+SES_ Recommendation
AM-AC_22-11-12.ppt.pptx
s
of
the
facilitation team
of
Acre
for
deployment and
use of REDD +
Social
and
Environmental
Standards
Relatorio_Consulta_Publica_Indicadores_Acrianos_9a_Ver Report a Public
sao_27-02-12_Contribuicoes_Giselle.doc
Consultation
Indicators
Acrianos
Relatorio_Consulta_Publica_Indicadores_Acrianos_9a_Ver Report a Public
sao_27-02-12_Contribuicoes_Giselle RT-ENG.docx
Consultation
Indicators
Acrianos
Relatorio
de
Monitoramento_ REPORT
Salvaguardas_IMC2014001.pdf
MONITORING
EXECUTIVE
SUMMARY SELFEVALUATION
REPORT OF THE
SOCIAL
AND
ENVIRONMENTAL
SAFEGUARDS
COMPLIANCE AND
SISA
IN
ISA
CARBON
PROGRAM
OF
ACRE
Relatorio de Monitoramento_ Salvaguardas_IMC2014001 REPORT
RT-ENG with LD comments.docx
MONITORING
EXECUTIVE
SUMMARY SELFEVALUATION
REPORT OF THE
SOCIAL
AND
ENVIRONMENTAL
SAFEGUARDS
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PORT

n/a

ENG

n/a

PORT
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2014

ENG

#N/A

Navigate to Table of Contents
COMPLIANCE AND
SISA
IN
ISA
CARBON
PROGRAM
OF
ACRE
Relatorio de Monitoramento_ Salvaguardas_IMC2014001 REPORT
RT-ENG.docx
MONITORING
EXECUTIVE
SUMMARY SELFEVALUATION
REPORT OF THE
SOCIAL
AND
ENVIRONMENTAL
SAFEGUARDS
COMPLIANCE AND
SISA
IN
ISA
CARBON
PROGRAM
OF
ACRE
Relatorio
de
Monitoramento_ REPORT
Salvaguardas_IMC2014001.docx
MONITORING
EXECUTIVE
SUMMARY SELFEVALUATION
REPORT OF THE
SOCIAL
AND
ENVIRONMENTAL
SAFEGUARDS
COMPLIANCE AND
SISA
IN
ISA
CARBON
PROGRAM
OF
ACRE
Salvaguardas
no
SISA_Revisao Safeguards
for
Internacional_REDD+SES_Giselle_280414.pptx
Carbon
ISA
program and SISA
14.02.2012+Special meeting
+Ata+da+1ª+reunião+da+CEVA+extraordinária+2012.pdf of 1st validation
committee
and
monitoring
of
SISA
14.06.2012+Special meeting
+Ata+da+3ª+reunião+da+CEVA+extraordinária+2012.pdf of 1st validation

Comment Overview

ENG

April,
2014

PORT

April,
2014

PORT

April,
2014

PORT

Februa
ry,
2012

PORT

Februa
ry,

Navigate to Table of Contents

17.07.2012++Ata+da+4ª+reunião+da+CEVA+extraordinária+2012.pdf

PPCD++Plano+Estadual+de+Prevenção+e+Controle+do+Desmat
amento+no+Acre.pdf

Secao 2 - Salvaguardas RT-ENG whole document.docx

Secao 2 - Salvaguardas RT-ENG with LD comments.docx

Summary Acre vs REDD+ SES V2 12-12-12 - PORT.DOCX

committee
and
monitoring
of
SISA
Special meeting
of 1st validation
committee
and
monitoring
of
SISA
State plan for
prevention
and
control
of
deforestation in
Acre
Summarize how
the jurisdictional
REDD + program
has
been
developed
and
documented in a
transparent and
Manner
in
consultation with
relevant
stakeholders
Summarize how
the jurisdictional
REDD + program
has
been
developed
and
documented in a
transparent and
Manner
in
consultation with
relevant
stakeholders
(with
LD
comments)
Summary
Comparison
of
Acre’s
countryspecific
interpretation
against
REDD+

Comment Overview

2012

PORT

Februa
ry,
2012

PORT

n/a

ENG

n/a

ENG

n/a

PORT

Decem
ber,
2012

Navigate to Table of Contents
SES V2
Summary Acre vs REDD+ SES V2 12-12-12.docx

SISA_REDD+ SES_Monica_28ABR14.pptx
Sintese_Workshop_Planejamento_Ud_Monitoramento
April 2012.doc

Sintese_Workshop_Planejamento_Ud_Monitoramento
April 2012 RT-ENG.docx

Steps_safeguard_presentation_acre_Pavel_280414.pptx

Fundos_Amazonia_versaorevisao_abr24_final.docx

Relatorio_Workshop_Genero_REDD+_Florestas_Final_And
rea Quesada RT-ENG.docx

Relatorio_Workshop_Genero_REDD+_Florestas_Final_And
rea Quesada.docx

Summary
Comparison
of
Acre’s
countryspecific
interpretation
against
REDD+
SES V2
Summary
SISA
and REDD+ SES
Syntesis
Workshop
Planning
Monitoring
Syntesis
Workshop
Planning
Monitoring
Testing
and
institutionalizatio
n of the REDD+
SES in Acre
Version for review
of the Amazonia
fund
WORKSHOP
GENDER
AND
FORESTRY REDD
+ - Strengthening
the Participation
of Women
WORKSHOP
GENDER
AND
FORESTRY REDD
+ - Strengthening
the Participation
of Women

Comment Overview

ENG

Decem
ber,
2012

ENG

April,
2014
April,
2012

PORT

PORT

April,
2012

ENG

April,
2014

PORT

March,
2014

ENG

April,
2012

PORT

April,
2012

Navigate to Table of Contents

Annex 2 - List of participants in each of the review team’s Interviews
IMC Meeting

Members of the Indigenous Working Group

Comment Overview

Navigate to Table of Contents
CEVA (Standards Committee)

Beneficiaries (small holder producers)

Forest, Environment and Rural Development Councils

Comment Overview

Navigate to Table of Contents

Comment Overview

REDD+ Social and
Environmental
Safeguards
Monitoring Manual
in the System
of Incentives for
Environmental
Services (SISA)

State of Acre, Brazil
2013, August

Index

1.

03

The System of Incentives
for Social and Environmental Services – SISA and the
ISA Carbon Program

2.

05

REDD+ Social and
Environmental Safeguards
in the ISA Carbon Program
and SISA

3.
07

State Commission for
Validation and Monitoring
(CEVA)

4.
10

The process of building the
Acre Indicators

22

Expedient

7.
6.

5.
13

Social and Environmental
Safeguards monitoring
process

15

REDD+ Social and
Environmental Safeguards
in SISA: methodology
and monitoring

18

Social and Environmental
Safeguards in Private
Projects of ISA Carbon
Program in SISA:
methodology and
monitoring

REDD+ Social and Environmental Safeguards Monitoring Manual
in the System of Incentives for Environmental Services (SISA)

1. The System of Incentives for Environmental
Services – SISA and the ISA Carbom Program

REDD+ Social and Environmental Safeguards Monitoring Manual in the System of Incentives for Environmental Services (SISA)

3

1.

The System of Incentives
for Environmental
Services – SISA and the
ISA Carbom Program
SISA has a series of programs that encouraThe System of Incentives for Environmental

ge forest conservation and the ISA Carbon Pro-

Services of the State of Acre (SISA), established

gram is its flagship program. This is seen as a

by Public Law 2308, of October 22, 2010, is the

local version of the REDD + program (Reducing

result of discussions and consultations with va-

emissions from deforestation and forest degra-

rious important sectors of society in order to

dation, conservation, sustainable forest mana-

promote the quality of life in a sustainable man-

gement, reforestation and increasing carbon

ner ensuring the preservation of forest assets

stocks) and it is based on incentive mecha-

and improving the quality of life of rural po-

of its long term vision, the Government of the

nisms to productive restructuring of
economic activities for the continued
provision of environmental services
from standing forests. The approach used

State of Acre seeks better management of their

by the ISA program is Carbon stock-flow, and

territories through mechanisms which, in turn,

can be used on highly endangered forests or on

foster sustainable development in the region.

those with low risk of deforestation.

pulations, as well as increased productivity and
income from their economic activities. Because
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2. REDD+ Social and Environmental Safeguards
in the ISA Carbon Program and SISA
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2.
REDD+ Social and
Environmental
Safeguards in the ISA
Carbon Program and SISA

The international initiative that was the basis
for the development of the social and environmental safeguards system of the State of Acre system
is called “REDD + Social & Environmental Standards Initiative (REDD + SES)”. This initiative outlines
the steps necessary for the development of social

Social and environmental safeguards are necessary to ensure that REDD+
programs and projects do not have negative impacts on forest biodiversity
conservation purposes, and do not have
unwanted impacts on local communities, indigenous peoples and traditional
populations.

and environmental safeguards at the level of state
or country and should be employed in REDD+ policies or programs or incentives for environmental
services policies or programs. REDD + SES is a ten-steps process that begins with awareness-raising
meetings for the establishment of governance, creation of committees to adapt international indicators, building national and / or sub-national indicators, public consultations for their validation,

In 2010, 2011 and 2012 the government of the

development of a monitoring plan, development

State of Acre, in partnership with CARE Brazil,

of a program performance report, validation with

worked on a process to adapt the international stan-

stakeholders and ultimately the publication of this

dards of REDD+ safeguards for implementation in the

report. The whole process for building these envi-

State. The product of this building process was a set

ronmental safeguards should ensure transparency,

of Acre Indicators that should work together with

inclusion of stakeholders equitably and most im-

the monitoring of environmental safeguards policies

portantly bring benefits to local communities and

under the ISA Carbon Program in SISA.

natural ecosystems.
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3.
Salvaguardas
Socioambientais de
REDD+ no Programa
ISA Carbono e no SISA

State Commission for
Validation and
Monitoring (CEVA)

Research Corporation (EMBRAPA), Institute for Cli-

velopment Council, as long as it maintains parity

mate Change and Environmental Services Regula-

between government and civil society.

tion (IMCI), the State Attorney General (PGE) and
Secretary of State for the Environment (SEMA),

This governance structure, in turn, also meets

and four representatives of organized civil society

the steps established by the REDD + SES and star-

- Association of Industries of Timber from Forest

ted to exercise the functions of the Local Standar-

To ensure public participation in the
policy for incentive to environmental
services the State Commission for Validation and Monitoring (CEVA) was created under SISA, established by Decree
No. 4.300 of July 18, 2012. The Commission

Management of The State of Acre (ASIMMANEJO),

ds Committee of this initiative. Thus, CEVA must

Central Labor Union (CUT), Amazonia Working

participate in the continuous improvement of So-

Group Network (GTA) and World Wide Fund for

cial and Environmental Standards of the Interna-

Nature in Brazil (WWF Brazil). The number of

tional Initiative, contribute to the comparison and

members of the Commission may be increased by

relationship with other existing standards and en-

decision of the Council Group, formed by the State

vironmental safeguards, analyze and validate the

is composed of eight institutions, four represen-

Council for Environment, Science and Technology,

process of Monitoring, Reporting and Verification

tatives of the Government - Brazilian Agricultural

the Board of Forestry and Sustainable Rural De-

(MRV), relative to compliance with the principles
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3.
and criteria established, and to consider and approve
the Acre indicators to be used in assessing compliance
with said principles and criteria.

CEVA’S ASSIGNMENTS ARE TO:

aEnsure transparency and social control of programs,
subprograms, action plans and special projects of SISA;

aAnalyze and approve proposed rules of this system
presented by IMC;

aWeigh

in about the terms of reference for hiring

independent external audit and define, together with
IMC, the minimum requirements for its approval;

aRecommend the continuous improvement of SISA;
aPrepare and submit annual reports of its activities
to the Council Group;

aRequest information and documents related to the
planning, management and implementation of programs, subprograms and projects linked to the system;

a

Perform the role of Local Committee for REDD+ So-

cial and Environmental Standards of the International
Initiative.

REDD+ Social and Environmental Safeguards Monitoring Manual in the System of Incentives for Environmental Services (SISA)
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4.
Salvaguardas
Socioambientais de
REDD+ no Programa
ISA Carbono e no SISA

The process of building
the Acre Indicators
It took almost two years for the develop-

indicators and of the monitoring plan,
adapting them to the needs of the State
of Acre, striving to reduce the number
of these indicators, in order to facilitate
monitoring.

ment and validation of the Acre indicators,

tal safeguards and indicator monitoring processes. This monitoring methodology was reviewed
and validated during a workshop facilitated by
IMAFLORA, CARE and IMC on May 10, 2013 in
Rio Branco that included the participation of
approximately 30 people representing various

when many stakeholders were consulted over

According to the international initiative

relevant stakeholders, such as: Indigenous Pe-

several workshops and preparatory meetings of

steps, the Acre indicators should be monitored

ople Working Group (Indigenous WG), Council

various sectors. Flow Chart 1 below shows all

regularly so that we can inform society where

Group, Cooperfloresta, IPAM, SDS/CECLIMA (Sta-

stages of the process for building the indicators

the Program and the system are in relation to

te of Amazonas), IDAF, OPIAC, SEMEIA, SEPLAN

and the monitoring plan for social and environ-

these indicators. To develop a methodology for

, INCRA, AEAI, AMAAIAC, ASPIRH, SOS Amazô-

mental safeguards of the ISA Carbon Program

this monitoring process, IMC and CARE Brazil

nia, UFAC, ITERACRE, ASIMMANEJO, CREA, CPI/

in SISA. CEVA, working as the Local Com-

have partnered with IMAFLORA, an organization

AC, SEMA, MEP and SEE.

mittee, validated the final version of the

with vast experience in social and environmen-
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4.
Flow chart 1: participatory process for building and validating the Acre indicators and the monitoring plan

Development of preliminary
proposal for Acre indicators
by the facilitation team, with
support of consulting firm
Ágape Consultoria e Projetos,
Ltda

Development of preliminary
proposal for verifiers and for
sources of verification
regarding the monitoring
plan of Acre indicators

Development of preliminary
proposal for verifiers and for
sources of verification
regarding the monitoring
plan of Acre indicators

Development of preliminary
proposal for verifiers and for
sources of verification
regarding the monitoring
plan of Acre indicators

Selection of Government
representatives for CEVA by
the Acre State Governor,
during the 1st Regular
Meeting of the Management
Committee for Climate
Change of this Government,
on May 25, 2011

Public consultation about
Acre indicators, including
workshops and sectoral
preparatory meeting

Election of members of
organized Civil Society for
CEVA / CEVA beginning to
function

Oct and Dec 2010

Dec 2010

Mar 2011

May 2011

May 2011

Jul to Sept 2011

Oct 2011

Development of the 2nd
proposal of Acre indicators by
the facilitation team,
incorporating recommendations received during public
consultation

Revision and adjustment of
verifiers and sources of
verification of Acre indicators
monitoring plan by the
facilitation team

Approval of 2nd proposal of
Acre indicators during the
workshop for presentation
and revision of these
indicators, as well as the
verifiers and sources of
verification with CEVA

Receipt of
recommendations from
women participating in the
Gender and REDD+
Workshop, regarding
research and action about
the theme, about the Acre
indicators

Receipt of
recommendations from the
IMC team, which
participated in the Strategic
Planning Workshop of the
IMC’s Department of
Monitoring, about the Acre
indicators and respective
verifiers and sources of
verification

Receipt of
recommendations from the
Indigenous People Working
Group during the work
meeting with the IMC about
the Acre indicators and
respective verifiers and
sources of verification

Development of the 3rd
proposal of Acre indicators
with respective verifiers
and sources of verification
by the facilitation team,
incorporating the
recommendations received
from the above mentioned
groups

Nov and Dec 2011

Jan and Feb 2012

Mar 2012

Mar 2012

Apr 2012

May 2012

May and Jun 2012

Approval of 3rd proposal of
Acre indicators with
respective verifiers and
sources of verification during
their presentation and
revision workshop with CEVA

Development of a Basic
Organizational Structure
for CEVA (Decree 4,300 of
July 18, 2012)

Receipt of recommendations
from CCBA for restructuring
and development of the Acre
indicators monitoring plan
during the visit of CCBA’s
representatives to Acre

Conclusion of the revision
of the 1st version of the
Standards REDD+ SES and
finalizing the 2nd version
of the Standards REDD+ SES
by the International
Standards Committee

Revision and adjustments
of Acre indicators, its
verifiers and sources of
verification and
development of the
monitoring plan of such
indicators by the
facilitation team

Send off of the Acre
indicators monitoring
plan to CEVA to receive
the recommendations
and contributions of its
members

Validation of the Acre
indicators monitoring plan
by CEVA in a dedicated
meeting

Jun 2012

Jul 2012

Sept 2012

Sept 2012

Nov and Dec 2012

Jan 2013

Mar 2013
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5.
The Monitoring
Process of Social
and Environmental
Safeguards

that will continuously improve governmental tools
and will include periodical revisions of the indicators.
Another aspect of the monitoring is related to
the compliance with the social and environmental

This manual presents a process for
monitoring the compliance with the Social and Environmental Safeguards of
REDD+ for the ISA Carbon Program of
Acre’s System of Incentives for Environmental Services - SISA. The process is ba-

safeguards of private REDD+ projects that will be

sed on the Social and Environmental Standards of

systems recognized by SISA.

developed in the State of Acre. Since the Standards
for REDD+ SES have not been developed for private
projects, the monitoring of social and environmental safeguards of these projects will be done through voluntary social and environmental certification

REDD+ SES, however, the indicators from the State of Acre serve the strict purpose of monitoring

Additionally, projects shall be evaluated by the

the safeguards of this state’s public policy. In this

State Commission for Validation and Monitoring –

phase, the Institute for Climate Change (IMC) shall

CEVA and a series of public consultations will be

evaluate if the indicators are being monitored and

conducted to ensure social oversight of the safe-

the safeguards followed in the ISA Carbon Program,

guards in these projects. Only after going through

of the SISA, and in complementary public policies.

these steps any private project will be able to be

This evaluation will result in a public report that

registered, approved and monitored by the juris-

describes the state of compliance of the safeguards.

dictional system of the State of Acre. All the steps

From this report, an action plan will be developed

mentioned above will be detailed in this manual.

REDD+ Social and Environmental Safeguards Monitoring Manual in the System of Incentives for Environmental Services (SISA)
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6.
6. REDD+ Social and
Environmental Safeguards
in SISA: monitorning
methodology

Principles & Criteria
REDD+ SES and Acre
Indicators

Check-list for
evaluation of
compliance with
Acre Indicators

IMC: conducts
Self-Assessment
valuation

The flowchart and image below describe the
steps corresponding to the monitoring process of
compliance with the social and environmental safeguards of the State of Acre:

Revision

After 2 years, new
self-assessment

Flowchart 2: Monitoring process of compliance
with social and environmental safeguards by SISA.

CEVA: revises
and validates
self-assessment
IMC: publishes
document for public
consultation.

IMC: Conducts
self-assessments
annually in new REDD+
Public Policies
developed and
implemented during the
2-year cycle.

IMC: implements the Action Plan
and promotes regulation of SISA
with CEVA resources.

IMC: Identifies gaps and positive aspects of the State system.

CEVA: Prioritizes new activities according to the gaps .

Color legend:

CEVA, Council Members & Indigenous WG:
revise e validate the Action Plan
IMC: publishes the document for
public consultation .

Products resulting from IMC evaluation

IMC: Develops an Action Plan to fill the gaps according
to the priorities identified by CEVA.

Civil Society oversight

REDD+ Social and Environmental Safeguards Monitoring Manual in the System of Incentives for Environmental Services (SISA)
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6.
Chart 1 below presents the description of moni-

Chart 1: Description of the steps for monitoring safeguards of the ISA Carbon Program of SISA

toring the social and environmental safeguards of
the ISA Carbon Program of SISA.
As described in the Flowchart 2, the monitoring
and continuous improvement cycle re-starts with
a new self-assessment of the state system after a

STEP OF THE
MONITORING PROCESS

Based on the Acre Indicators for social and environmental
safeguards developed and validated by CEVA, a check-list (Annex I)
was created to help with the evaluation of the safeguards compliance
by the ISA Carbon Program of SISA and by state public policies. This
tool will be used for the IMC team and the objective is to identify if
the current tools available in the State of Acre are sufficient to
address the proposed safeguards indicators. In this phase, existing
gaps will be analyzed, as well as mechanisms that currently address
the indicators. Results of this evaluation conducted by the IMC will
be forwarded to CEVA. This evaluation consists in a quantitative
assessment of status and process.

Check-list filled out
containing evaluation of
the Acre Indicators and the
gaps found in the system.

B. 1st revision and validation
by CEVA and publication of
the self-assessment for public
contribution.

CEVA revises and validates the check-list filled out in a concise and
objective manner. The filled out check-list is published in the
website of the State government, of the IMC, of CEVA and of the
REDD Observatory, to facilitate public contribution.

Check-list validated by CEVA
made available on the
internet for consultation.

C. Deveopment of the Action
Plan.

Based on the validated check-list, the IMC identifies gaps in the
system and CEVA prioritizes activities to be conducted based on the
identified gaps.
After this prioritization, the IMC develops an Action Plan where
necessary improvements for the full compliance of the social and
environmental safeguards are defined.

Action Plan establishing
priorities.

D. Revision and validation of
the Action Plan by CEVA, by
the collective Councils, by the
Indigenous WG and public
consultations in general.

The proposal of actions pre-defined by the IMC shall be revised and
validated by CEVA, by the collective Councils and the Indigenous
Working Group, and the document shall be published for public
contribution. If possible, structured public consultations will be
conducted as well. After these revisions, a new document shall
include and consolidate the new recommendations.

Final version of the Action
Plan with public contributions incorporated.

E. Implementation of the
Action Plan

After the consolidation of the Action Plan with incorporation of
society’s contributions, the state government will initiate
implementation of the actions and activities. In this phase, it is
possible that new regulations are developed with CEVA’s
contribution for the enhancement of SISA .

to conduct a review of the Acre Indicators with the
objective of making the system better adapted to
the local reality. Flowchart 2 also takes into acand implemented during the 2-year cycle, that is,
after a complete self-assessment of the State policies. In this case, the process anticipates the IMC
conducting an annual self-assessment only of the
policies that started during the cycle. Based on this
precise and point-specific self-assessment, the consultations and new actions shall be incorporated in
the current Action Plan.

PRODUCT OF
EACH STEP

A. self-assessment of the
state system for monitoring
the safeguards.

period of 2 years . At this stage, it will be possible

count the Public Policies that may be developed

DESCRIPTION OF THE PROCESS

The check-list is composed by the Principles and Criteria of REDD+ SES, by the Acre

1

Indicators and also has room for description of the evidence of compliance with the
safeguards, identification of existing gaps in the system and tips for a successful
self-assessment.
The frequency of monitoring will be every 2 years, where the process ends in the

2

final year of one government and leaves an action plan for the next government.
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7.

Social and Environmental
Safeguards in Private Projects
of the ISA Carbon Program of
SISA: monitoring methodology
In the case of Private Projects of the ISA Car-

Proponent conducts the pre-registration
with IMC

Qualifiers for private projects
validation systems

IMC informs CEVA of
project pre-registration

bon Program of SISA, to be registered and approved, the following steps shall be completed so the

Independent Validation of the project
by a system qualified by the IMC

state monitoring can be conducted:

Flowchart 3: Process for monitoring complian-

Proponent develops Project Definition
Document (PDD)

ce with the social and environmental safeguards
for Private Projects of the ISA Carbon Program
and of SISA.

Proponent applies “IMC Protocol for
Public Consultation and F.P.I.C.”

Validation of the project by CEVA
and Indigenous WG with
participation of specialists

Independent verifications are
submitted to the IMC
Maintenance of project registration with IMC
Color legend:
Products resulting from IMC evaluation

Public Consultation of the
projects’
validation
process is made
available on the
websites of the
IMC, CEVA and
the Independent
Verification
Organizations.

Project is
registered with
IMC

Application of “IMC Protocol for
Public Consultation and F.P.I.C.”

Civil Society oversight
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7.
f. Public Consultation: after validation the pro-

“Qualifiers for private projects validation systems”,

chart under consideration.

ject will remain available for Public Consultation on

and new Public Consultations and FPIC shall be con-

a. Pre-registration: the proponent shall conduct

the IMC, CEVA and Independent Verification Organi-

ducted. These verifications and consultations shall

the Pre-registration of the Project with the IMC,

zations websites

occur in a maximum period of 5 years.

according to the established procedures. The IMC

g. Project registration with the IMC: the pro-

i. Maintenance of project registration*: to

makes information about the requirements available.

ponent shall submit the result of the FPIC and the

maintain the project registered with the IMC, both

b. Project development: the proponent develops

Project Validation Report to the IMC. CEVA and the

the Verification Report and results of the Public Con-

the Project Design Document (PDD) and makes it avai-

Indigenous WG shall also send their project valida-

sultations need to be conducted and submitted to

lable to SISA, after the Pre-registration of said project.

tion recommendation for the IMC analysis. At this

the IMC.

c. Public Consultation: the proponent shall em-

point, the IMC will evaluate the Validation Report,

Ombudsman: formed by the State Secretary of the

the result of the FPIC, the analysis from CEVA and

Environment (SEMA) and the Collective Councils, it

the Indigenous WG and contributions from the pu-

has the function of receiving complaints related to

blic consultations. If all procedures are being follo-

Private Projects developed in the State of Acre. In

wed, the project will be officially registered/accredi-

this case, the ombudsman shall analyze and iden-

ted with SISA. If the documents are not approved by

tify the veracity of the complaint submitted and,

the IMC due to serious complaints, lack of technical

if needed, request suspension or disqualification of

coherence or illegitimacy of the documents, the pro-

the project with the IMC until the issues raised are

ject will be returned to the proponent so that the

resolved the project’s proponent. This action may

necessary revisions can be made. After revisions to

occur at any moment, from pre-registration of the

the project, it can be submitted again to the IMC for

project with the IMC until the maintenance of the

new evaluation and final registration with SISA.

same along the years.

Below is the description of the monitoring flow

ploy the IMC Protocol for Public Consultation and
Free, Prior and Informed Consent (FPIC), described in
Annex II, during development of the Project.

d. Independent Validation: the project shall
pass through an independent validation. This validation follows a set of rules named “Qualifiers for private projects validation systems” described in item 7.1
of this document. The qualifiers define the criteria
to qualify the validation and verification systems approved by the IMC.

e. Validation by Civil Society: the project shall
be made available by the IMC for validation by CEVA
and the Indigenous WG with collaboration of thematic specialists.

h. Independent Verifications: periodic verifications of private projects of the ISA Carbon Program

*Em caso de denúncias, via ouvidoria ou outras formas, o IMC pode descredenciar

and of SISA shall also follow the set of rules named

o projeto até que se resolvam as questões levantadas. Esta ação pode ocorrer
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7.
Qualifying criteria for forest certification or carbon project validation
systems that ensure good compliance with social and environmental safeguards for private projects of the ISA Carbon Program to be recognized by
SISA
Adapted from: “Forest Certification Assessment Guide: A framework for
assessing credible forest certification systems/schemes” WWF/World Bank
Global Forest Alliance. July 2006.
Available at: http://siteresources.worldbank.org/EXTFORESTS/Resources/
FCAG_WB_English.pdf

For a system to qualify with SISA, the process of
certification/verification must include at least the
following elements:
• Mechanisms for transparency:

For a system to be qualified by SISA, the content
of its certification or verification norms must contain, at a minimum, the following elements:
• Full compliance with applicable laws
• Respect for the rights of land ownership and land use
• Respect for the rights of the indigenous peoples and
traditional populations
• Respect for local communities
• Evaluation and mitigation of environmental impacts
• Monitoring of social and environmental impacts

In case of projects that foresee forest exploration
activities the following additional elements also be
taken into account:
• Respect for labor rights
• Worker’s health and safety measures

• certification/verification norms and policies with free
public access
• public summary of certification/verification reports
• Mechanisms for participation:
• public consultation that includes consultation with
local communities and other stakeholders affected by
the project
• participation of main actors and groups of interest in
the processes of development of norms and decision
making about the governance of the system
• Mechanisms for credibility in auditing:
• o independent audits, with field visits for verification
• o certification decisions free of conflicts of interest
• o instruments for resolution of conflicts of interests
• o certification norms with focus on performance and
not on process

• Maintenance of areas of high conservation value
• Implementation of forest management plan

REDD+ Social and Environmental Safeguards Monitoring Manual in the System of Incentives for Environmental Services (SISA)
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Executive Summary
The State of Acre in Brazil developed a comprehensive set of country-specific indicators and a selfassessment report of the social and environmental performance of the State System for Incentives
for Environmental Services (SISA) REDD+ program through a process that had strong stakeholder
participation and transparency following the ten steps of the Guidelines for the use of the REDD+
Social & Environmental Standards at Country Level (Version 2 November 2012) with some variations
described in this report.

A brief description of the jurisdiction and use of REDD+ SES guidance and tools
The State of Acre in Brazil was among the first jurisdictions in the world to use the REDD+ SES
guidance and tools and the first to have a REDD+ SES International Review performed. From 2010,
Acre started to implement the state law for the System of Incentives for Environmental Services
(SISA). The ISA Carbon Program under the SISA aims to reduce emissions from deforestation and
forest degradation (REDD) and provide social and environmental benefits from actions that promote
conservation and restoration of forests and their services. Acre used the REDD+ SES guidance and
tools from 2010 as a means of monitoring the performance of the ISA Carbon Program with respect
to these standards and the principles established by the SISA law.
The Institute for Climate Change (IMC), as government regulatory authority of SISA, is responsible for
monitoring the emission reductions of the program and to ensure and monitor compliance with
social and environmental safeguards governing the SISA. To ensure public participation in SISA the
State Commission for Validation and Monitoring (CEVA) was established in 2012 composed of four
representatives of the Government and four civil society members.

The purpose and scope of the International Review
This document provides an independent review of the extent to which Acre has used the process
described in the Guidelines for the Use of the REDD+ Social & Environmental Standards at Country
Level Version 2 November 2012 (REDD+ SES Guidelines). The International Review does not assess
the content of the country’s Safeguards Assessment Report (i.e. social and environmental
performance versus the country-specific principles, criteria and indicators), but assesses the extent
to which the REDD+ SES Guidelines have been followed. The REDD+ SES Guidelines set out a
methodology for enhanced transparency and a strong country-led, multi-stakeholder process that, if
followed, would be expected to lead to a fair and accurate monitoring and reporting of social and
environmental performance.
This International Review undertaken in Acre had the following objectives:
1. To assess the quality of the process followed to use REDD+ SES guidance and tools with
respect to inclusiveness, transparency, balanced participation of stakeholders,
responsiveness, and relevance to Acre’s context.
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2. To assess the extent to which the REDD+ SES Guidelines have been followed, and
understand the reasons for any significant differences between the actual process and the
process defined in the REDD+ SES Guidelines.
3. To learn from Acre’s activities that have led to outcomes and outcome pathways in using
REDD+ SES to provide constructive feedback to those responsible in Acre, to help the REDD+
SES secretariat to improve REDD+ SES strategy and guidance to assist other countries, and
for reporting to the donor (NORAD).
The review was guided by 8 questions (a) to (h) (see Summary of the Review Conclusions). This
review covers the process followed in Acre for the use of REDD+ SES from 2010 to 2014. For
logistical and planning reasons, the outcome evaluation for the third objective was undertaken
separately and the results are provided in an Annex to the full report. This document provides
recommendations and lessons learned from the review activities undertaken to address the first and
second objectives above.

The methods and criteria used for the International Review
The International Review was undertaken by a small team composed of three people approved by
the REDD+ SES International Steering Committee (ISC) supported by the REDD+ SES secretariat. The
team reviewed documents and conducted interviews in Rio Branco 28 April to 2 May 2014. A draft
version 1 of this report was produced in August 2014. This final version 2.2 was produced in October
2015 after Acre completed all ten steps of the REDD+ SES process, addressing feedback from the
REDD+ SES International Steering Committee, and incorporating further information and feedback
from IMC and CEVA in Acre. The report was approved by the ISC on 5 November 2015.
For each of the International Review questions and for each of the ten steps in the REDD+ SES
Guidelines, the review team provided one of the following three ratings:
Full application of REDD+ SES - Good practices defined in the REDD+ SES Guidelines have
been followed that are expected to provide credible and comprehensive safeguards
information.
Partial application of REDD+ SES - Good practices defined in the REDD+ SES Guidelines
have been followed with some variations that are not expected to greatly affect the quality of
the safeguards information.
REDD+ SES as guidance - Good practices defined in the REDD+ SES Guidelines have been
followed with variations that could affect the quality of the safeguards information.
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Summary of the review conclusions
•

Relevant rights holder and stakeholder groups identified and engaged

•

Balance of interests in governance of the process

•

Quality of the interpretation process to develop country-specific indicators
Quality of the assessment process to develop a safeguards assessment report

•

Effective participation of rights holders and stakeholders in consultations

•

Quality of the process for revisions to address stakeholder feedback

•

Transparency and accessibility of information

REDD+ SES ten-step process
•

Step 1 - Awareness raising and capacity building

•

Governance| Step 2 - Establish the Facilitation Team

•

Governance |Step 3 - Create the Standards Committee

•

Interpretation | Step 4 - Develop Plan for the REDD+ SES Process

•

Interpretation| Step 5 - Develop Draft Country-specific Indicators

•

Interpretation | Step 6 - Organize Consultations on Indicators

•

Assessment | Step 7 - Prepare Monitoring and Assessment Plans

•

Assessment | Step 8 - Collect and Assess Monitoring Information

•

Assessment | Step 9 - Organize Stakeholder Review of Draft Assessment Report

•

Assessment | Step 10 - Publish the Assessment Report

Review conclusions
Relevant rights holder and stakeholder groups identified and engaged
a) To what extent were all the relevant rights holder and stakeholder groups identified and
given sufficient knowledge of the REDD+ program, safeguards issues, and the safeguards
process to be able to participate effectively?
Strengths

Since 2009, Acre has been discussing a REDD+ program with capacity building and public
consultation, always with a special attention for risks and safeguards. This discussion has been
made with the help of specific methodologies where different public groups were identified and
efforts were made to provide sufficient knowledge to stakeholders for an informed participation.
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Public councils, municipalities, Indigenous Peoples, smallholders, rubber tappers, and women’s
organization were involved in the discussions. Public technical staff specialized in working with these
groups were also mobilized.
In this context, the Acre government has clearly adopted an inclusive approach to identify the
relevant rights holders and stakeholders, to reach them and to allow them to have a meaningful
participation in REDD+ safeguards discussions.
Weaknesses

Awareness raising and capacity building with private sector organizations was limited to Asimmanejo
(Acre Logging industry association) that participated in capacity building as a member of CEVA.
Interviews with small producers, as well as the report from the planning workshop of the IMC
Monitoring Unit showed that even with the awareness raising and capacity building, small producers
had difficulties to understand fully what is at stake with safeguards as well as the different steps of
the process.
Although many Indigenous Peoples’ groups participated in the adaptation the REDD+SES principles,
criteria and indicators in Acre, it should be noted that many other Indigenous Peoples groups’ were
not part of this process even though they were invited to participate in workshops and consultation
meetings.
Recommendations

•
•
•

Make more effort to involve private actors and direct beneficiaries from private projects.
Use innovative methodologies and language to help to explain safeguards and technical content
to vulnerable groups including smallholders, rubber tappers and indigenous peoples.
Develop an approach to enable participation of more of Acre’s indigenous peoples groups in
future consultation and governance processes.

Balance of interests in governance of the safeguards process
b) How did the governance (facilitation and decision-making) of the safeguards process ensure
a balance of interests among government and relevant rights holder and stakeholder groups
for all key phases of planning, interpretation and assessment?
Strengths

The REDD+ SES process has been facilitated by a Facilitation Team that prepared documentation
and made decisions in all key phases. CEVA, institutionalized by the SISA law, assumed the role of a
Standards Committee and was responsible for decision making. Besides CEVA’s key role, a specific
Indigenous Working Group was created to ensure that indigenous interests were taken into

Comment Overview

Navigate to Table of Contents
consideration. The Indigenous Working Group can decide and propose any project that they may
want to develop in their territories.
CEVA representativeness of women, smallholders, workers and private interests ensured that civil
society rights holders’ and stakeholders’ perspectives all influenced decision-making. The
Indigenous Working Group also added to this representativeness and CEVA has made sure to seek
this group’s opinion and approval for all decisions. In addition, this governance structure allows for a
responsive process.
Weaknesses

According to IMC and CEVA’s own evaluation, they did not yet identify a verifiable and transparent
procedure to ensure effective participation of women in decision-making about activities affecting
their rights to land, territories and resources. CEVA is addressing this in 2015 through the creation of
a Gender Working Group that will advise CEVA and IMC on issues related to gender and women’s
rights. Targeted capacity building workshops are planned in different regions of the State to raise
awareness of gender issues and identify representatives for the working group. This is an example of
a weakness being addressed in order to become a strength.
Recommendations

•

•

Include a local civil society representative, ideally with connections to national processes, in
the Facilitation Team alongside IMC in order to facilitate outreach to local civil society and
also to insert the process into potential national civil society discussions on safeguards. In
2015, WWF is supporting with one person to work with IMC to enhance the implementation
of social and environmental safeguards for SISA. This helps to strengthen the involvement of
CEVA and civil society.
Develop and implement a verifiable process to ensure the full and effective participation of
women in decision-making on activities affecting them.

Quality of the interpretation process to develop country-specific indicators
c) What were the strengths and weaknesses of the interpretation process to develop
comprehensive safeguards indicators, adapting the REDD+ SES indicators to the country
context? Were all changes properly justified and did they maintain the key elements and the
overall intent of the REDD+ SES principles, criteria and indicators?
Strengths

A major strength of the interpretation process to adapt the REDD+ SES indicators to the country
context was the use of a multi-stakeholder process. This ensured that key issues of importance to
stakeholders in Acre are included in the indicators and will be assessed.
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The Facilitation team adapted the indicators to the local context, and also simplified the language of
the indicators. The Acre Facilitation team took the initiative to identify the essence of the indicator
and include other important elements as qualifiers to make the indicators easier to understand,
which was later adopted by the REDD+ SES Initiative for the Second Edition.
The changes that were made to the REDD+ SES framework of indicators were justified and, overall,
the resulting indicators are very comprehensive, covering a full range of safeguards issues, and
relevant to the Acre context.
Weaknesses

Some issues such as coherence of the ISA Carbon program with other relevant policies and plans,
including the contribution to sustainable development policies and plans and to strengthen human
rights, are only covered under one indicator.

Quality of the assessment process to develop a safeguards assessment report
What were the strengths and weaknesses of the assessment process? How comprehensive
was the assessment? Was appropriate information collected to provide sufficient evidence
for the analysis? 1
Strengths

The assessment was very detailed and provided information about most of the Acre-specific
indicators that had been developed through an inclusive participatory process with broad support
from stakeholders.
The detailed information is provided in a checklist format that organizes the information and
provides evidence for the performance with respect to each indicator. The information is
summarized in a Summary Self-assessment Report that helps stakeholders to understand the
assessment. In particular, the Summary provides information about the gaps in performance that
can provide the basis for future improvements to address safeguards for the SISA program.
Weaknesses

There was no development of a specific Monitoring or Assessment Plan tailored to the current
assessment period.
The Monitoring Plan lacked details on responsibilities for collecting or providing the information. The
entities involved were also not included in the assessment report, so it was not clear if the
1

These questions were not included in the terms of reference for the REDD+ SES International Review. They have
been included during the drafting of v2.0 of this report to give a more complete appraisal of the quality of the process
followed in Acre.
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information was collected by IMC or by third parties. It would be helpful to include this in the report
because the level of participation in collecting information provides an indication about the credibility
of the report.
A lack of detail in the monitoring plan on specific information to be collected, and methods for
collection (e.g. for collection of primary or secondary data) led to an assessment report that lacks
detailed information to demonstrate the performance during the assessment period. In some cases,
the assessment report does not provide adequate evidence to justify why an indicator is ‘Fulfilled’ or
‘Partially fulfilled’ (see Section 5.8).
In general, the assessment report relies too heavily on statement of laws and does not provide
specific information about progress with respect to the indicator during the assessment.
Recommendations

•
•
•
•

•

Define the scope of the assessment in advance and get approval for the scope from CEVA;
defining what components of the program will be assessed for what time period.
Prepare a version of the Monitoring Plan for the current assessment that specifies which
indicators will be monitored and provides a rationale for why some are excluded.
Include information about who is responsible for collecting or providing different information
in the Monitoring Plan.
Provide more detail in the Monitoring Plan about the specific information to be collected and
the methods for collection in order to be able to provide sufficient information to justify
whether an indicator is ‘Fulfilled’ or ‘Partially fulfilled’.
Ensure that the assessment report provides sufficient information or evidence to justify the
ratings ‘Fulfilled’ or ‘Partially fulfilled’. For example, in addition to information about the
existence of a policy, law or regulation, provide information about whether it is actually
implemented. This is important in order to be able to provide information on how the
safeguards were respected during the assessment period.

Effective participation of rights holders and stakeholders in consultations
d) To what extent did relevant rights holder and stakeholder groups participate effectively in
consultations about the indicators and in review of the Assessment Report and how could
this be improved?
Strengths

The relevant rights holders and stakeholders participated effectively in consultations about the
indicators and the draft assessment report since this was carried out through face to face
consultations (meetings and workshops) and sometimes by email. The workshops were particularly
important for the engagement of Indigenous Peoples and other communities who are not well
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informed with electronic communication. The State of Acre provided some logistics to enable an
effective participation.
Weaknesses

The consultation process could have been improved by providing copies of the documents for
consultation to the different stakeholder and rights holder groups in advance in order to have more
effective participation.
There is a REDD+ SES indicator on ensuring that representatives provide information back to people
they represent. However, the timeframe did not provide enough time for communities and
constituencies to provide their input.
Recommendations

•
•

Provide copies of documents to the different rights holder and stakeholder groups in
advance of consultations.
Encourage representatives to provide information back to their constituents, and to seek
their input, and allow sufficient time for this process.

Quality of the process for revisions to address stakeholder feedback
e) How were indicators and the Assessment Report revised based on feedback received from
rights holders and stakeholders?
Strengths

The indicators and the assessment report were revised based on feedback received from rights
holders and stakeholders and this process was seen as positive by the stakeholders. For
consultations on the indicators and also for consultations on the draft assessment report, IMC
organised workshops with different stakeholder groups including small producers, indigenous
peoples, civil society organisations (including social movements) and a combined meeting of the
three State Councils. This process also encouraged some rights holders like the Indigenous Peoples
to produce a “plan of life” for their constituencies.
Weaknesses

While IMC and the stakeholders affirm that comments received were compiled and addressed in the
revised documents, this process was not documented and the comments and responses were not
published.
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Recommendations

•

Publish a full compilation of the comments received and how they were addressed in the
revision of the indicators and the assessment report.

Transparency and accessibility of information
f)

How transparent was the process and how was all relevant information (plan and timeline
for developing the country safeguards approach, draft indicators, consultation process,
comments, response to comments, draft assessment, final Assessment Report etc.) made
publicly available and appropriately accessible. To what extent did this enable effective
participation of all relevant rights holder and stakeholder groups?

Strengths

The process followed by Acre to provide information to stakeholder groups and members of the
numerous governance bodies of the program prioritized transparency. There was extensive use of
the IMC website for distribution of information.
There was an attempt in different parts of the process to tailor communications (beyond the website)
to enable effective participation of rights holder and stakeholder groups which do not use the
internet regularly. The State of Acre has an inclusive approach to development and implementation
of public policies and related processes. Therefore, Indigenous Peoples and other communities have
been approached and informed electronically and by workshops.
Weaknesses

At times, the website was not always maintained with current information. It was not clear from
some of the information provided on the website, how stakeholder engagement (via public
comments) was facilitated through the website.
An effective participation and dissemination process is time consuming and expensive to do a proper
job.
Recommendations

•
•
•
•

Develop a website/push email functionality to allow stakeholders to sign up and receive
automatic updates on the program.
Publish 2014 and 2015 documentation about CEVA and its meetings on IMC website.
Publish and disseminate all future plans related to safeguards assessment and review. This
will provide stakeholders with advance notice of opportunities to participate.
Communicate the project assessment process to project proponents (Private Projects of the
ISA Carbon Program of SISA as specified in the Manual de Monitoramento das Salvaguardas
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Socioambientais de REDD+ no SISA). It is also recommended to conduct an assessment of
any conflict, overlap and/or additional requirements when compared to existing international
market standards (unless required by Acre law).

REDD+ SES 10 step process
g) What were the challenges in following the REDD+ SES ten-step process, how did the process
followed vary from the Guidelines for the Use of REDD+ SES at Country Level (November
2012) and how may these variations have affected the quality of the safeguards information
positively or negatively?
It was clear that Acre made a very strong attempt to follow the REDD+ SES Guidelines and apply the
defined process. They have been largely successful in that effort, with only minor variations that are
unlikely to affect the quality of the safeguards information. More significant variations only occurred
in Step 8 Collecting and Assessing Safeguards Information where a lack of detail in the monitoring
plan on specific information to be collected, and methods for collection (e.g. for collection of primary
or secondary data) led to an assessment report that, in several cases, lacks detailed explanation of
performance during the assessment period.
The challenges observed through the International Review process were mainly based on two points
1) Acre was building their regulations for implementation of the SISA law at the same time it was
developing the REDD+ SES process and the government required that these two efforts were
integrated which made it more complex and 2) Acre was the first jurisdiction to move through the
REDD+ SES process and complete a assessment report thus having to forge a new path on each
element.

Lessons Learned
h) What do different stakeholder groups (including government) and the members of the review
team think could be improved in the approach to safeguards for REDD+ in Acre, and what
lessons learned could improve the REDD+ SES guidance and tools for other countries?
This International Review was conducted through a participatory process. The review team learned
from the different stakeholders interviewed in Acre about their views on strengths, weaknesses,
suggestions for improvement and lessons learned. Specific recommendations for Acre are included
under questions a-f above. General lessons learned for other countries and for REDD+ SES Initiative
include:
•

An iterative, inclusive and participatory process, with adequate time and resources, helps to
develop shared ownership of the results and the process to implement and monitor
safeguards.

•

A multi-stakeholder process helps to ensure that key issues of importance to stakeholders
are included in the indicators and will be assessed.
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•

It is important to strengthen existing institutions or develop new ones when key stakeholder
groups such as Indigenous Peoples and women are not adequately represented.

•

It helps the government agency responsible for safeguards to have support from a civil
society organisation ideally with connections to related national processes to facilitate the
safeguards process.

•

Simplifying the language of the indicators, and using local terms, helps to facilitate the
participation of a wider range of stakeholders, including Indigenous Peoples and local
communities.

•

It is important to develop an assessment plan that outlines the process and timing for the
development of the assessment report as well as a monitoring plan that identified what
information should be collected, using what methods and by whom, and to tailor them for the
current period.

•

It is important to give members of the multi-stakeholder committee sufficient time to review
documents before meetings and to consult with their constituents.

•

Recognising that it may be helpful to adopt a stepwise approach to providing information on
how safeguards are addressed and respected, it may be helpful for the first assessment
report to focus on a gap analysis of existing policies, laws and regulations to address the
safeguards elements in the indicators, with the aim that future assessments will also assess
the extent of their implementation.

•

It is important to incorporate an additional step in the 10-step process for using REDD + SES
at country level to develop an action plan from the assessment report in order to address the
identified gaps and improve the design and implementation of the REDD + program.
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From the Director of the Climate, Community & Biodiversity Alliance
To the California Air Resources Board
January 14, 2016
The CARB staff white paper on Scoping Next Steps for Evaluating the Potential Role of Sector-based
Offset Credits under the California Cap-and-Trade Program, including from Jurisdictional ‘Reducing
Emissions from Deforestation and Forest Degradation’ (REDD) Programs, October 19 2015, is very
welcome.
I am submitting these late comments to provide information on new advances in reporting on social and
environmental safeguards in jurisdictional REDD programs that I hope will be helpful to CARB in
reviewing options to move forward with this important issue.
As noted in the white paper, there is great potential for REDD+ activities to deliver significant benefits to
local communities, for biodiversity and to make an important contribution to support a transition to
low-emissions sustainable development in developing countries. There is also legitimate concern from
many groups that REDD+ initiatives could undermine the rights of indigenous peoples and reduce the
livelihood security of vulnerable and marginalized groups, or cause other social and environmental
harm. Strong safeguards that meet international best practice standards must be applied in the partner
jurisdictions under consideration for provision of REDD offsets to the California cap-and-trade program,
and California will need good information to ensure that these safeguards are being adhered to.
The REDD Offset Working (ROW) Group recommended that California should only accept REDD credits
from partner jurisdictions which have demonstrated safeguards consistent with United Nations
standards and other standards, such as the REDD+ Social & Environmental Standards (SES). Additionally,
California should ensure the safeguards are monitored and the reporting mechanisms are transparent to
all stakeholders. Partner jurisdictions should define their own performance indicators by applying the
REDD+ SES. This includes robust consultation and inclusion of local communities in the design of a REDD
Program before the implementation of the REDD Program. Partner jurisdictions should submit thirdparty verified reports about the safeguards and grievances before any credits are issued (p.28 or white
paper).
The REDD+ SES Initiative provides guidance and tools to jurisdictions to enable them to meet these
requirements on strong, comprehensive safeguards, implemented and monitored in a participatory and
transparent manner. The Initiative was started in 2009 by the Climate, Community & Biodiversity
Alliance (CCBA), a partnership of NGOs (CARE, Conservation International, Rainforest Alliance, The
Nature Conservancy and Wildlife Conservation Society). The Initiative is managed by the CCBA
secretariat based at Conservation International. The Initiative is overseen by an International Steering
Committee of representatives from governments, multilateral organizations, Indigenous and Community
organizations, social and environmental NGOs and private sector mostly from countries where REDD+ is
implemented. For more information see www.redd-standards.org
Significant progress has been made in several jurisdictions on the definition and reporting of safeguards
since the development of the ROW recommendations. Most notably, the State of Acre in Brazil has
completed the full ten-step process defined in the REDD+ SES Guidelines and has produced a detailed
monitoring report of compliance with social and environmental safeguards in the SISA and ISA Carbon

Comment Overview

Navigate to Table of Contents
programs of the State of Acre. The REDD+ SES Initiative conducted an International Review of the
process followed by Acre to develop the monitoring report. The review confirmed that the State of Acre
in Brazil developed a comprehensive set of country-specific indicators and a self-assessment report of
the social and environmental performance of the State System for Incentives for Environmental Services
(SISA) REDD+ program through a process that had strong stakeholder participation and transparency
following the ten steps of the Guidelines for the use of the REDD+ Social & Environmental Standards at
Country Level (Version 2 November 2012) with some variations described in the report.
For detailed information on the progress achieved in Acre please find attached:





REDD+ Social & Environmental Safeguards Monitoring Manual in the System of Incentives for
Environmental Services (August 2013)
Self-evaluation report of compliance with the social and environmental safeguards in the SISA
and ISA Carbon Program of the State of Acre (November 4, 2014)
REDD+ SES International Review State of Acre, Brazil (November 2015)
REDD+ SES International Review State of Acre, Brazil – Executive Summary (November 2015)

These reports documenting the progress on safeguards in Acre provide information and assurances that
will be very important for consideration of the inclusion of REDD credits in the California cap-and-trade
program. The Acre case provides a first experience. The State of Mato Grosso in Brazil and the States of
the Yucatan Peninsula in Mexico intend to follow a similar process. I would be pleased to receive
feedback about the potential safeguards information needs for California, with a view to further
development of the REDD+ SES guidance and tools for jurisdictions and of the assurance processes.
Please do not hesitate to contact me with any questions or for further information.

Dr Joanna Durbin
Director, Climate, Community & Biodiversity Alliance
jdurbin@climate-standards.org
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First Name: Lauren
Last Name: Withey
Email Address: lwithey@gmail.com
Phone Number: 1 202 553 2796
Affiliation: University of California, Berkeley
Subject: Comments on Sector Based Offset Credits
Comment:
I am a Ph.D. student in UC Berkeley’s Environmental Science,
Policy, and Management program, where I study REDD programs. My
fieldwork takes place on the Pacific coast of Colombia, where USAID
is supporting a large-scale REDD+ project among Afro-Colombian and
Indigenous communities.
I am concerned about California’s interest in including
international offsets in AB32 because REDD poses a risk to the
people in the communities involved, will be more costly than
presently recognized, and is likely to pose a serious threat to the
legitimacy of the entire AB32 effort.
As you have already received much feedback on the white paper, I
will focus my comments on the elements of concern that I see most
clearly in my own fieldwork.
To offer a little context, the region where I work is made up of
some of the wettest and most biodiverse tropical forests in the
world, on the Pacific coast of Colombia. Most of the land has been
granted to Afro and indigenous communities in collective land
titles over the last 20 years as part of Colombia’s 1991
Constitution, which focused on pluriethnic rights. USAID has been
working in the region for many years through a sequence of
projects, all of which have involved some “alternative development”
efforts, whether as an alternative to deforestation or to coca
growing – or both.
In 2011, USAID began a program called BIOREDD+ in the region. It
aimed to incorporate one million hectares of land under collective
title in the Pacific into a series of REDD+ projects that would
offer alternative, sustainable development and the promise of
funding via carbon credits down the road in exchange for reduced
deforestation. The program also now incorporates some projects of
reforestation on land destroyed by gold mining. Presently, 19
communities are involved in projects that have been validated, and
are entering an 18 month phase in which they are aiming toward
project verification that could allow them to begin generating
carbon credits and receiving funding on the voluntary market. I
want to be clear that the program is not, to date, part of any
jurisdictional REDD effort, though this would be the aim as
Colombia further develops its program.
Other than the jurisdictional issue, however, this program would
seem to be an ideal REDD project in many ways: USAID has a long
history in the region and knows the communities well; the projects
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are taking place on collectively titled lands where processes of
free, prior, informed consent are required under law and have been
observed in the four-year development of these projects; and the
communities are not being asked to take on the expensive technical
costs of REDD, but can rather rely on USAID to fund carbon
measurements and complex social, economic, and ecological analyses
required for determining deforestation projections. Indeed, USAID
invested some $26 million over the first four years of the program
to get to the point of validation.
My time in the field suggests that this program, however, suffers
from some major challenges, many of which much other research
confirms are not unique to the Colombian context.
The BIODREDD+ program, like REDD as a whole, is clearly the result
of a kind of magical thinking about “development” that has yielded
remarkably few encouraging results over the last fifty years, and
indeed has resulted instead in a well-documented series of perverse
consequences. The idea is essentially that if the “developed” world
can give enough money and technical support to some entity in the
“developing” world, a desired result can be realized. The politics
of REDD in the international climate change context are such that
many have set aside these decades of experience in a naively
hopeful view that somehow this time will be different, that with
enough hand-holding by UN-REDD and the Green Climate Fund toward
readiness and enough emphasis on safeguards, that the wide-ranging
goals of REDD+ are realizable.
I will not attempt to summarize here all of the problems with these
assumptions, but a few are worth bearing in mind in the context of
REDD. First, the local level where REDD projects are taking place
have just as many political and personal complexities as those
places that are trying to pay them to offset their own emissions.
The main difference is usually that what is in law in these places
has little bearing on what actually occurs on the ground. A solid
primer on what this means in the field is James Ferguson’s The
Anti-Politics Machine of 1991.
In my field work, there are community leaders that have accepted
REDD on behalf of the community because they think the funding
associated with it from USAID can bring some temporary jobs
(including for them and their families), but they have little
belief that they will be able to have any impact on deforestation.
This is because, though they have title and officially are supposed
to have control over the territory granted them by the state, many
armed outsiders live from entering their territories and cutting
wood. Additionally, they are understandably loathe to take away one
of the only livelihoods of their community – a community where most
live on less than $2 a day. It would be wonderful if USAID money
could pay for some extra boats for those who cut wood to also fish,
or to teach them to plant and harvest cacao, but few are likely to
leave timber harvesting if it is more lucrative in the immediate
and is what they have done their whole lives. In an area where, as
in many parts of the world, those fighting on behalf of clean water
and intact forests have been killed for their work, leaders are
also very cautious about confronting the armed actors that are
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financing these activities or taking wood out themselves. As in
many forest regions around the world, there is also little capacity
or will for enforcement by state actors, who are also risking their
lives – and those of their families - if they decide to take
action. In the communities where I work, the “state” is generally
seen as providing little and, when it does enter, as either
providing goods that unneeded, putting restrictions on their
traditional ways of life, or threatening the communities by putting
them in the middle of battles between the military and the armed
actors.
There are instances of community leaders in this region
deliberately keeping certain members of the communities in the dark
about development projects in order to save the benefits for their
supporters or friends – they become their own personal pork
projects, in other words. As a result, though these projects have
all technically gone through an FPIC process, it is hard to find
people outside of the leadership board who actually have heard of
REDD or know what it is. When people do know what REDD is, they
describe it consistently to me as the project where “gringos come
to take out oxygen.”
Yet such an interpretation of REDD can hardly come as a surprise.
Not only is there a long history of gringos and Europeans taking
key resources from this region, but REDD is extremely challenging
to understand, even for those with Master’s and Ph.D.’s who have
worked in the field for years – it is a small wonder there is
suspicion around it. Even where well-educated leaders have really
tried to bring the whole community in to understand what REDD is
about, it is hard to find a community member who can explain
climate change or what trees have to do with it. Trees and the
territories they are on have a very different meaning for them than
what REDD applies to them. While FPIC is therefore an important
step in concept, it is laughable to suggest that everyone in these
communities, many illiterate, almost none having surpassed high
school, are going to be capable of giving informed consent on REDD
and all of the highly technical elements that accompany it.
Additionally, this extreme complexity of REDD comes with high
costs. As noted, USAID spent $26 million on BIOREDD over four
years, and yet there is almost nothing to be seen on the ground for
it today. Many have noted changing beliefs about REDD+
internationally – how, encouraged by very limited assessments like
those of McKinsey and Nicholas Stern, it was initially seen as this
cheap, quick bridge to reduce warming while the gritty question of
industrial emissions was being sorted out at national and
international scales, and how upon implementation attempts, the
complexities and additional costs began to expose the
ridiculousness of this initial, poorly calculated notion (see the
Global Landscapes Forum). That there is cautious optimism around
REDD today seems true, and seems to be where the ARB is presently.
I would suggest that this optimism is not only naïve, but
distracting and expensive, and therefore an actual threat to making
real progress on climate change mitigation. These costs assume
that having the right policies in place in these developing
countries, coupled with enough money to actually replace benefits
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from cutting wood, can make REDD viable. What decades of experience
shows is that laws on the books mean remarkably little on the
ground, and that the money will probably not be used to replace
these activities. If they do in one place, leakage is very likely
to result. In the region I am working in, such leakage is seen most
obviously in the illegal mining industry. Where the state comes in
to crack down on one major mining spot, one shortly thereafter
finds new mining projects spread around into nearby river basins.
Whac-a-mole is an apt metaphor for this situation – with a
slow-reacting “whac-er,” using a broken mallet, who probably has
some benefactors in the mole community in charge.
Local suspicion about REDD, and differing views on REDD within
these communities can also be highly divisive. REDD, if actually
implemented as in project design documents, would almost always
carry high costs for some and changes in access to resources. It
may also lead to violence and fear where, as noted earlier, leaders
are asked to put their lives on the lines to halt deforestation in
their communities. Whether this atmosphere of division and threat
is conducive to achieving real, permanent deforestation reductions
is an important question. At the same time,
Another central question about REDD’s effectiveness over the medium
term is whether REDD really addresses the biggest drivers of
deforestation, and it emerges in the context of my field site. As I
have suggested above, REDD in the context of my communities is
aimed at getting some of the poorest, most disenfranchised members
of Colombian society, to spend time and effort to stop one of the
most lucrative activities available in their community, a community
which still has one of the richest forests in the country. At the
same time, across most of Colombia’s Andes, huge swaths of
previously forested lands are now home to pastures that house a few
trees and a few cattle, owned by some of the wealthiest people in
the nation. Much of the wealth of these individuals has come from a
long history of extractivism from these Afro and indigenous lands –
often using the slave labor of Afro and indigenous people – and
from deforestation and concentration of lands in the Andes region.
This relatively poor use of land to benefit the few has therefore
been the biggest driver of deforestation in Colombia historically.
There have also been big companies, some foreign, some Colombian,
which have been responsible for the biggest deforestation in the
Pacific – this extraction was actually one of the main impetuses
for Afro community organization to fight for collective title to
their territories. More recently, there are other key drivers of
deforestation, such as palm oil and rubber production (also funded
by USAID), coca movement into forests in order to hide from
fumigation planes (another US-funded project), mining, and sprawl.
But the Afro and indigenous communities, many of which have no
potable water or basic sanitation facilities, have clearly
benefitted little from whatever wealth is created from these
deforestation drivers, and their individual impacts on the land
have been relatively few. That is not to say that there is not
cutting of trees on their land, or to fall into the “ecological
native” narrative common in this field, but simply to question
whether asking them to not use their resources for their benefit,
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or to put their heads on the line to halt all deforestation on
their territories, is fair given the history of and current main
drivers of deforestation in the country. If they put in a lot of
effort to stop deforestation and develop carbon credits on their
land, they still face threats from the outside that they have
little control over because of the realities of economic power in
their country. If the state looks the other way while a business
comes into the Afro territories again uninvited and begins cutting
their trees again – a very real scenario that has occurred on
multiple occasions - it is the community that suffers as a result,
that loses valuable credits or must put a greater portion of every
credit into the kind of insurance pool that the white paper
describes.
This question of equality in the REDD debate applies, obviously, in
the context of offsets in general – is it right for the gringos who
have so long benefitted from industrialization and the cheap
exploitation of resources from these developing countries to ask
these communities to not have the right to benefit in the same
ways? The idea that money for alternative development is equivalent
to what they might do with these trees or this land is one of the
great falsehoods behind REDD, and is frankly offensive to those who
desire sovereignty over their lands.
There is much more I might say – about fundamental problems with
additionality, perverse incentives in the certification process,
and the near-impossibility of effectively assessing leakage - but I
believe this gives you a sense for some of the ground-level
realities that come to bear in REDD. Even in the most well-run of
jurisdictional REDD programs, I believe ARB is likely to encounter
some of these challenges. I fear that to really do this well, as is
suggested in the White Paper, ARB is going to have to be far more
engaged than it has the resources to be, and that such engagement
raises important sovereignty issues. The challenges in
international REDD cannot be equated to work with Quebec or work on
domestic offsets. The forests that REDD is most focused on are in
extremely different legal, cultural, and historic contexts – not
only from Quebec and the US, but from one another. The idea of
creating tradable credits out of these extremely complex, unique,
and often highly volatile political and economic contexts is one
that is highly problematic, and one which I fear will cost ARB, the
world, the people of the communities involved, and the people of
California far more than is presently recognized in the White
Paper.
I am happy to talk more about any of these points, or any other
aspects of REDD I have not had the opportunity to cover in this
brief summary of what I am finding. I am also happy to provide more
good resources about early REDD pilots and what we might learn for
REDD from past conservation and development experiences. Thanks for
considering these thoughts. As a Californian, I want us to continue
to be a leader in the climate change fight, and I hope that these
experiences will help us to do so.
Best regards,
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Lauren S. Withey
University of California, Berkeley
Environmental Science, Policy and Management
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Western States Petroleum Association
Credible Solutions • Responsive Service • Since 1907
Catherine H. Reheis-Boyd
President

December 10, 2015
Via web:

http://www.arb.ca.gov/lispub/comm/bclist.php

Jason Gray (Jason.gray@arb.ca.gov)
Air Resources Board
1001 I Street,
Sacramento, CA 95814
Subject: WSPA Comments on ARB’s Evaluation of Potential Sector-Based Offset Credits

Dear Mr. Gray:
The Western States Petroleum Association (WSPA) representing 25 companies that explore for,
develop, refine, market and transport petroleum and petroleum products in the Western U.S.
appreciates the opportunity to comment on the Air Resources Board’s (ARB) evaluation of the
potential for sector-based offset credits in California’s Cap and Trade Program.
WSPA agrees with ARB that in order to ensure adequate cost containment in the Cap and Trade
program, there is a growing need to create additional mechanisms to generate offset credits. As ARB
acknowledged during its October 28, 2015 public workshop, existing crediting mechanisms may not
generate sufficient offsets to meet demand in the second compliance period, and offset supply is
“expected to be insufficient to allow use of the 8% quantitative usage limit in the third compliance
period.” 1 ARB also acknowledges that most emissions in California are already regulated. That fact,
coupled with the Cap and Trade requirement that any offsets must be additional - not only to emission
reductions already required by law, but also to reductions that “would otherwise occur under a
business as usual scenario” - greatly constrains opportunities for generation of credits through
domestic offset projects.

1

Evaluating the Potential for Sector-Based Offset Credits in California’s Cap-and-Trade Program, California Air Resources
Board, October 28, 2015, slide 29.
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Thus, absent alternative means of generating offset credits in the near future, it is reasonable to expect
increases in both offset prices and allowance prices for Cap and Trade regulated entities. This
outcome would be at odds with the intent of AB 32 that greenhouse gas reduction regulations must be
cost-effective, and it would undercut the credibility of California’s Cap and Trade program as a model
for other jurisdictions.
For these reasons, WSPA supports in concept ARB’s efforts to develop regulations authorizing the use
of sector-based crediting mechanisms that are contemplated, but dormant in the current Cap and Trade
regulation. As the title indicates, ARB’s draft white paper, “Scoping Next Steps For Evaluating The
Potential Role Of Sector-Based Offset Credits Under The California Cap-And-Trade Program,
Including From Jurisdictional “Reducing Emissions From Deforestation And Forest Degradation”
Programs (October 19, 2015), focuses heavily on REDD as one category of sector-based programs that
could be ripe for purposes of generating offset credits under the California Cap and Trade program
during the third compliance period. While REDD may be the most developed category to date, it
should not be the only category approved for sector-based offsets. WSPA encourages ARB to work
with Cap and Trade program stakeholders to identify and develop additional opportunities for
generating sector-based offset credits.
In addition, while we understand the need for regulatory mechanisms to maintain the integrity of
sector-based programs and offset credits, it is important to recognize that an overly prescriptive,
complex approach is likely to discourage offset development, impacting supply and reducing the cost
effectiveness of the program. ARB should exercise care in program design to ensure that REDD and
any other sector-based offset credit programs approved in the future are attractive to host jurisdictions.
ARB should also preserve the flexibility to address sector-specific circumstances in the design of
future programs. Rather than creating a one size fits all approach, we encourage ARB to develop each
potential sector based program in a fit for purpose approach. These considerations will help achieve
California’s vision of stimulating global GHG emission reductions through its Cap and Trade program
while delivering meaningful cost containment benefits to in-state regulated entities.
WSPA looks forward to working with ARB on amendments to the Cap and Trade regulation to
accommodate REDD and future sector-based offset programs. Should you have any questions, please
contact me at this office or Mike Wang of my staff (cell: 626-590-4905: email: mike@wspa.org).
Sincerely,

Cc: Ms. Rajinder Sahota, ARB (rsahota@arb.ca.gov)
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November 16, 2015
Dear Air Resources Board,
We congratulate the tremendous effort that created the Staff White Paper Scoping Next Steps for
Evaluating the Potential Role of Sector-Based Offset Credits under the California Cap-and-trade Program
Including from Jurisdictional “Reducing Emissions form Deforestation and Forest Degradation” Programs.
We at Terra fully support the inclusion of sectoral REDD in the AB 32 compliance program, as a way to
deliver cost-effective compliance grade offsets and, just as importantly, provide numerous co-benefits
such strengthening land tenure for indigenous and forest reliant peoples, preserve global biodiversity,
and assist in sustainable climate-smart development efforts.
Terra Global Capital, LLC was founded in 2006 to facilitate market and payment-for-performance based
approaches for forest and land-use emission reductions that provide community benefits. Terra is now
the leader in forest and land-use analytics and finance, providing technical expertise and investment
capital to their global client base in a collaborative and innovative manner. As a group, Terra has more
global experience in the land-use carbon sector than any other entity and is committed to working with
its local partners to build capacity and support local communities and governments to sustainably
manage their land. Terra has extensive developing country experience and is the leading developer of
protocols to measure GHG emissions reductions from a full range of agricultural activities in the United
States.
For jurisdictional REDD+ Terra was one of the lead technical writers of the VCS Jurisdictional Nested
REDD Requirements (JNR) and is on the JNR Permanence and Leakage work groups. Over four years
ago, Terra developed one of the first papers on Operationalizing jurisdictional REDD for the Governors’
Climate and Forest Task Force and has provided technical finance, operational, MRV and leakage
support the Forest Carbon Partnership Facility. Terra would like to provide comments on the white
paper and looks forward to continuing support and feedback to ARB throughout the process of
developing REDD into a compliance program. Please accept the following high level comments:
The white paper observably further strengthens California’s commitment to environmental leadership. If
ARB were to accept the incorporation of sectoral REDD credits into AB 32’s compliance program, the
“California effect” could encourage other states and nations to recognize that climate change affects us
all and that global actions are necessary as climate change knows no political boundaries.
Thought the REDD market is growing, the lack of demand for REDD credits is the biggest challenge facing
the market today. The lack of demand slows conservation efforts, and hinders the communities whose
efforts make REDD possible. The inclusion of jurisdictional REDD credits into a compliance program
would stimulate market growth and truly aid and support real and verifiable on-ground changes.
Jurisdictional Eligibility and Prioritization
It is still unclear as to how REDD jurisdictions, part of the GCF or not, can engage with California to
provide sectoral offsets when California’s REDD program begins. As more and more jurisdictional and
subnational REDD programs commence across the globe, there should be a clear pathway into the CA
compliance market. There should be an open and transparent process with a clear open selection
process which allows for jurisdictions that meet California’s qualifications to have access to the market.
We feel that the ARB should provide REDD jurisdictions with transparent information on this matter to
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maximize participation in the development of AB 32 REDD program and grant fair access to qualifying
REDD jurisdictions.
Reference Emission Level Adjustments
We agree with ARB’s inclusion of an allowable adjustment as many high-forest cover counties with
historically low deforestation rates are developing faster than what has happened in the past. This will
ensure that reference levels are reflective of the most recent trends, as well as account for known future
development. Terra understands that additional work would be needed to set an appropriate crediting
baseline relative to the reference level depending on specific jurisdictional circumstances, and can
commit to aiding ARB in a decision making process.
Crediting Pathways and Payment for Performance
We believe that REDD jurisdictions should be required to employ nested accounting with direct crediting
(under the REDD jurisdictional program) on areas within that jurisdiction on which local and/or
indigenous communities have land and resource tenure. We believe that this should be a requirement
not a decision whether individual, “nested” projects are eligible or whether only jurisdiction scale
reductions would be credited. This is the only way to ensure that these stakeholders receive full benefits
for the emission reductions they produce, and avoid potential corruption. The program should be
designed to ensure that those who have produced an emission reduction can fully participate in the
California emission market and a transparent and cost effective manner. We feel strongly that this is an
important pre-condition to the presence of private sector capital in the market. The white paper is still
unclear on demonstration of carbon tenure, and how revenues are pooled within the jurisdiction. ARB
should directly state what is required from participating jurisdictions regarding the establishment of
laws granting carbon rights and by requiring that that REDD jurisdictions demonstrate that carbon rights
(and crediting) have been granted to those with land and natural resource tenure that are implementing
emission reduction activities. This will help strengthen safeguards, understanding of land tenure and
access rights. Further, where carbon revenues are pooled, a transparent benefits sharing mechanism
should be required to ensure that funds flow appropriately to the correct beneficiaries.
Safeguards
We agree that using REDD+ Social and Environmental Standards (SES) is a good starting point to employ
robust social safeguards. We believe that there should be regular 3rd party verification of SES
performance, and that there should be some oversight in partner jurisdictions defining their own SES
performance indicators. We agree that all nested projects within a jurisdiction be similarly
independently verified using best-practice social like the Climate, Community & Biodiversity Standards
(CCBS).
Thank you,

Leslie Durschinger
Founder, Managing Director
Terra Global Capital, LLC
220 Montgomery St. Ste 608
San Francisco, CA 94104
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Managua, November 22nd, 2015

California Air Resources Board
Board Members
Dear Board Members,
I am writing on behalf of the Mesoamerican Alliance of Peoples and Forests (AMPB
for its initials in Spanish), to express support for the regulatory process initiated by
California to bring offset credits from jurisdictional REDD+ programs into the California
Cap and Trade Program, and the workshop and comprehensive Staff White Paper
published to support this process.
The AMPB brings together indigenous authorities and community forest managers
with an influence in a large portion of the forest ecosystems stretching from Mexico to
Panama. 60% of our region´s forests have achieved formal recognition of indigenous or
community rights over forests. The AMPB participated at the ARB workshop in
Sacramento, California on October 28, 2015, which reviewed the ARB staff paper and
gathered public input to inform California’s political process.
In indigenous and rural communities, there is considerable concern about the
development of programs that do not guarantee rights. Precisely for this reason, the
AMPB´s involvement in REDD processes emphasizes the importance of territorial rights
as a critical institutional foundation for long term forest governance, and offers our rightsbased experiences as key lessons for addressing deforestation both in our jurisdictions
and around the world. We consider REDD to be an important opportunity to strengthen
our rights to manage and protect our forests, as well as engage in a larger discussion of
inclusive sustainable development with our national governments and ensure
representation in international climate change processes, based on the principle of Free,
Prior and Informed Consent (FPIC). These fundamental goals guide our collaboration with
the Governors’ Climate and Forests task force (GCF) to develop strong frameworks that
ensure social safeguards in jurisdictional REDD+ programs, including in the Mexican GCF
states where some of our territories are located.
We are confident that the State of California´s Cap and Trade policy seeks
emission reductions based on the recognition of, and respect for, the rights of indigenous
and forest communities. In this regard we applaud this effort and are supportive of
California’s evaluation of the technical guidance provided by the REDD Offset Working
group (ROW) to ensure essential social safeguards, in particular the full implementation of
territorial rights, as a key component of guaranteeing robust, high quality offsets.

Alianza Mesoamericana de Pueblos y Bosques / Mesoamerican Alliance of Peoples and Forests.
Las Colinas de la 1ra entrada, 2 c. al este 2 c. al sur, Managua, Nicaragua. Teléfono / Phone: (00505) 22 93 63
39. Correo electrónico / e-mail: alianza@alianzamesoamericana.org. www.alianzamesoamericana.org
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We would like to offer our support to continue to work with ARB staff as issues of
social and environmental safeguards in the California program are addressed through
future workshops.
Sincerely,

Levi Sucre Romero
Mesoamerican Alliance of People and Forests (AMPB)
Coordinator

Alianza Mesoamericana de Pueblos y Bosques / Mesoamerican Alliance of Peoples and Forests.
Las Colinas de la 1ra entrada, 2 c. al este 2 c. al sur, Managua, Nicaragua. Teléfono / Phone: (00505) 22 93 63
39. Correo electrónico / e-mail: alianza@alianzamesoamericana.org. www.alianzamesoamericana.org
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CALIFORNIA AIR RESOURCES BOARD
1001 I Street
Sacramento, CA 95814

Comments from the Mexican states of Chiapas and Jalisco to ARB´s white paper and
workshop on Sector-based Offsets from jurisdictional forest programs.
The Governor´s Climate and Forest Taskforce (GCF) members of Chiapas and Jalisco, attendees of the
workshop organized by ARB on October 28th, 2015; through their representatives Ricardo Herández
and Mónica Días respectively, consider California´s efforts to boost the potential of REDD, extremely
positive. California´s recognition of global deforestation and forest degradation as an important area to
fight climate change and the will to work on advancing the possibility of sector based offset to enter
the cap and trade program, opens opportunities to the Mexican subnational jurisdictions and can
strengthen the processes that are actually under development.
The continued dialogue and cooperation through the GCF builds a platform to develop processes and
increases drive in Mexican States to do more locally and to continue working on innovative policies and
incentives that will allow us to transit to a low emissions development model and put a stop to the loss
and degradation of forests. From our states we recognize the need of diverse financing sources to
implement those policies and incentives. The work in California is the most advanced process to
develop and get prepared for the potential financing through a compliance market.
The conviction of our states and others to meet the Under 2 and the Rio Branco declaration targets
confirms the commitment of the Mexican states to join efforts with other states and regions of the
world to continue exchanging experiences to build on each other’s’ strengths and build global benefits.
California is a key leader for this process to keep growing. If it is decided to include REDD on the cap
and trade program, this would provide another example of global climate leadership to bring multiple
benefits and encourage the development of other markets.
We celebrate the continued will of California to work closely with Mexican states and appreciate the
open spaces to participate and provide comments during workshops and in written form. We expect to
continue participating actively in future spaces and workshops.
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Claire Halbrook
Climate Policy Principal
State Agency Relations

1415 L Street, Suite 280
Sacramento, CA 95814
(916) 386-5711
cehu@pge.com

November 17, 2015
Mr. Jason Gray
Manager, Market Monitoring Section
California Air Resources Board
1001 I Street
Sacramento, California 95812
RE: Inclusion of Sector-based Offset Credits within the California Cap-and-Trade
Program
Dear Mr. Gray:
Pacific Gas and Electric Company (PG&E) appreciates this opportunity to comment on the Air
Resources Board’s (ARB) staff whitepaper: "Scoping Next Steps for Evaluating the Potential
Role of Sector-based Offset Credits under the California Cap-and-Trade Program, Including
from Jurisdictional ‘Reducing Emissions from Deforestation and Forest Degradation’ Programs”
(whitepaper) and associated October 28 workshop.
I. Introduction
PG&E strongly supports ARB’s exploration of the inclusion of sector-based offset credits,
including Reducing Emissions from Deforestation and Forest Degradation (REDD+) within the
Cap-and-Trade Program. PG&E recognizes the need for climate action globally and is
encouraged by ARB’s continued efforts to create innovative, replicable, and scalable solutions to
climate change. Programs like REDD+ can immediately reduce emissions, without waiting for
new carbon-reduction technologies to evolve. Sector-based offsets could also play a key cost
containment role; allowing California to move forward with its aggressive GHG-reduction
targets beyond 2020 while maintaining a healthy economy.
II. Strong Fundamentals
PG&E recognizes the need for clear, robust, and transparent monitoring, reporting and
verification (MRV) standards to sustain a sector-based offsets program within Cap-and-Trade
Program. PG&E encourages ARB to maintain its traditionally high standards when evaluating
and approving offsets for compliance. Doing so is critically important for establishing a model
for sector-based offsets that can be replicated and scaled to provide substantial domestic benefits
as well as international benefits to developed, emerging, and developing nations. ARB should
also consider allowing third-party registries and validators to share the workload and
responsibility associated with the inclusion of sector-based offsets to reduce the burden placed
on staff. Tapping existing global best-practices could reduce uncertainty, lessen demands on
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ARB staff, help jumpstart sectoral crediting, and facilitate linkages to international markets and
financing.
III. Cost Containment
PG&E continues to support the use of offset credits as a crucial cost containment mechanism in
the Cap-and-Trade Program. PG&E is encouraged by the possibility of using sector-based
offsets to address the expected shortfall in offset supply relative to the regulatory eight percent
usage limit. PG&E feels that to maximize the supply and potential climate benefits of sectorbased offsets, ARB should ensure that nested projects, including reforestation and afforestation
projects, be eligible for compliance in tandem with sector-based offsets generated by government
programs. PG&E would support reasonable increases to ARB resources as needed for adequate
project review and credit issuance of both domestic and international offset projects.
Additionally, PG&E continues to support the approach proposed by the Joint Utilities Group
(JUG) during the 2013 rulemaking process. The measure, called the “offset proposal,” proposed
that upon depletion of the highest tier of the Allowance Price Containment Reserve (APCR) the
Executive Officer would make additional allowances available (through the APCR sale
mechanism), in excess of the cap, necessary to satisfy the demand of compliance or opt-in
compliance entities at the price set for the highest tier of the APCR in the relevant year. The
Executive Officer would use the funds raised by the sale of additional allowances to reduce GHG
emissions, with the intent that emissions reductions will be equal to or larger than the number of
additional allowances sold. One of the GHG emissions-reduction technologies available to the
Executive Officer would be commissioning a third party to obtain and retire high-quality offsets
not otherwise eligible to satisfy the compliance obligations of compliance entities. This could be
REDD+ supply beyond the usage limit.
IV. Market Design
We commend ARB for working diligently to ensure the environmental integrity of California’s
Cap-and-Trade Program. During the October 28 workshop, ARB outlined a series of upcoming
workshops to discuss monitoring, reporting, and verification requirements. In addition, PG&E
recommends that ARB include a workshop to discuss market design issues, particularly to
address how sector-based offsets will integrate with the existing domestic offset credit market.
Considerations for the workshop may include the treatment of invalidation risk and the
bifurcated usage limits as currently defined in the regulation.
With respect to invalidation, PG&E recommends ARB consider whether sector-based offset
buyers should assume the full invalidation risk. Such a requirement could introduce uncertainty,
transaction costs, and risk into the market and effectively eliminate the practical use of sectorbased offsets by California compliance entities.
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With respect to usage limits, the introduction of sector-based offsets will likely further segregate
and complicate the offset credit market. PG&E recommends ARB explore market design
solutions that promote tradability and fungibility in the offset market in order to simplify the use
of offsets for compliance entities and minimize ARB’s oversight burden.
V. Conclusion
In conclusion, PG&E is supportive of ARB’s efforts to lead the way in advancing innovative
climate solutions by creating a market-based system that has reach beyond California’s borders
and addresses the global need for both GHG emission reductions and improved natural GHG
sequestration. To advance California’s leadership in GHG reduction beyond California, it is
important that California forge partnerships with diverse sector and national representatives.
Sector-based offsets have the potential to significantly and rapidly mitigate climate risks, while
providing resources to those in developing nations, who are typically the most vulnerable to the
effects of climate change and most supportive of promoting healthy and diverse life-sustaining
ecologies. For all these reasons, PG&E looks forward to further collaboration with ARB on the
inclusion of sector-based offsets in the Cap-and-Trade Program.
Sincerely,
/s/
Claire Halbrook
Climate Policy Principal
Pacific Gas and Electric Company
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Executive summary
REDD+ stands for Reducing Emissions from Deforestation and forest Degradation in
developing countries (REDD) and includes conservation, sustainable forest management and
the enhancement of carbon stocks (the +). An international initiative negotiated under the
United Nations Framework Convention on Climate Change (UNFCCC), REDD+ has been
proposed as a central strategy for mitigating climate change in forests. While advocates
highlight the cost effectiveness and social and ecological co-benefits that can be generated
through REDD+, many indigenous and forest dependent groups have expressed concerns
about the potential effects of projects on their access to land and resources. This report
identifies key issues facing indigenous and forest-dependent communities with respect to
REDD, and is based on existing academic literature and more current reports by NGOs and
indigenous organizations. We first lay out a brief history of REDD+, interrogate its key
assumptions, and discuss major issues of concern. We then discuss REDD+ as it relates to
indigenous peoples and forest-dependent communities. This is followed by a series of case
studies of developing countries participating in REDD+. We conclude with a discussion of
the principal elements for an alternative vision for REDD+ that takes seriously the rights of
indigenous peoples.

History and Central Issues
REDD+ is a concept in flux that has evolved over time from 2005 when the Coalition of
Rainforest Nations first proposed RED (Reducing Emissions from Deforestation) in
developing countries to the most recent agreements on REDD+ articulated in the Warsaw
Framework (COP 19).
REDD+ has made some progress through discussions and
agreements around safeguards, financing and Measurement, Reporting and Verification
(MRV). However, to date, there are important questions about finance, co-benefits and land
tenure that have yet to be resolved. In addition, the language on safeguards intended to
protect forest-dependent communities remains weak.
With regards to finance, it is widely agreed that massive funding will be required to catalyze
and sustain REDD. However, to date, the amount of funds pledged and disbursed has been far
below the annual $5-10 billion some scholars argue is necessary to establish a successful
REDD program. Drawing on the work of numerous scholars,1 we recommend a carbon tax as
the main finance mechanism for a climate fund. The carbon tax need not be severely
regressive if a portion of the tax revenue is returned to the public in order to offset the cost.
Although carbon taxes have historically been considered politically unfeasible, the urgency of
climate change action has caused policymakers to reevaluate the value in this approach. The
International Monetary Fund (IMF) Managing Director, Christine Lagarde, for example, has
argued in favor of a carbon tax to accelerate emissions reductions and fund mitigation
activities2.
The governance of REDD+ has been complex due to the difficulty of harmonizing the
1
2

Andrew, 2008; Hsu & Bauman, 2012; Nordhaus, 2008
Volcovici, 2014
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different perspectives on forest management across scales and contexts. While local common
property arrangements have demonstrated widespread success in forest management, the
emphasis on the national administration of forests has led to some concerns regarding the
recentralization of forest governance3 and the potential of state-led “green”	
   land grabs for
REDD+.4
Another important area of debate in REDD+ concerns the techniques to measure, monitor,
report, and verify not only the amount of carbon sequestered through avoided deforestation
and forest enhancement activities, but also the co-benefits generated through REDD+ or what
are also known as the “non-carbon”	
  aspects of REDD+. However, MRV has largely focused
on the monitoring of carbon over the social and ecological dimensions, which are particularly
important to indigenous and forest-dependent communities.
Standards and safeguards have been established to ensure quality and credibility of carbon
offsets on the Clean Development Mechanism (CDM) and voluntary carbon markets, and
include carbon, social and ecological project aspects. The REDD+ Social and Environmental
Standards (REDD+SES) were recently developed by a consortium of stakeholders including
national and subnational governments in Latin America, Asia and Africa to evaluate noncarbon and co-benefit dimensions of REDD projects and to monitor and report on safeguards.
It aims to ensure the rights of local communities and indigenous peoples. However, based on
the experience with other co-benefit standards (such as Climate, Community & Biodiversity
Standards), there is concern that the REDD+SES will be insufficient to adequately protect the
rights of indigenous peoples.
A critically important issue for indigenous peoples concerns land, specifically how REDD
will affect land tenure and access to forest resources. REDD+ has illuminated the lack of
clear and formalized forest tenure in many developing countries, and it is uncertain how
REDD will intersect with land conflicts and disputes. The Indigenous Peoples’	
  Partnership on
Forests and Climate Change (IPPFCC) has stated that the failure of states to recognize
indigenous peoples’	
  territories and resources not only violates their most basic rights, but also
represents the “major source of conflicts between indigenous peoples and the state.” 5
However, if carried out effectively, REDD+ could become an important vehicle for resolving
pending land claims and obtaining formal state recognition of indigenous peoples.

Key Assumptions of REDD+
There are several key assumptions associated with REDD+ regarding cost efficiency, drivers
of deforestation and delivery of co-benefits.
1. The first assumption suggests that REDD+ is a highly cost-effective strategy for
carbon reductions. However, once opportunity costs and costs of MRV and
institutional arrangements of forest governance are included, REDD has proven to be
quite expensive to implement. Furthermore, only financial costs are included in
3

Pokorny, Scholz, & Jong, 2013
Di Gregorio et al., 2013
5
Riamit & Tauli-Corpuz, 2012, p. 13
4
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project calculations. The social, cultural and spiritual values of forests are largely
ignored.
2. The second assumption suggests that REDD+ will have a significant impact on
climate change through the reduction of deforestation and forest degradation. This
assumption is challenged on the basis that REDD may be exchanged on an offset
market where reductions in forests are traded for continued emissions from industrial
sectors in the Global North. In addition, there are valid concerns that REDD fails to
address the main drivers of deforestation and forest degradation, such as large-scale
commercial agriculture, cattle ranching and timber harvesting.
3. The third assumption suggests that REDD can achieve both market efficiency as well
as sustainable development and local co-benefits. However, scholars have identified
fundamental tradeoffs between market efficiency and sustainable development, with
the former (market efficiency) consistently receiving priority 6 . While some
researchers argue that carbon forestry projects under common property arrangements
can lead to greater local benefits, 7 empirical studies have demonstrated that the
presence of carbon markets can weaken the institutional social controls communities
use to manage forest commons, thereby compromising the effectiveness of collective
action.8

Indigenous Concerns
In this report, we also discuss critical issues specifically pertaining to indigenous peoples in
relation to REDD+. Issues raised in the literature or in reports by indigenous groups include:
risks of exclusion from forests and restrictions on resource access; the form and distribution
of benefits; the establishment of effective safeguards; meaningful participation; and
fundamental concerns over the commodification of nature. Indigenous peoples have
participated in international negotiations as a means to influence the direction and scope of
REDD and to ensure indigenous rights are respected and secured. Furthermore, the practices
and traditional ecological knowledge of indigenous peoples may provide guidance on REDD,
not simply as a mitigation and adaptation strategy, but also as a long-term sustainable landuse plan. Finally, many indigenous peoples have expressed concerns about the ways in which
carbon markets commodify nature. A market-based view prioritizes cost-effective strategies
and the commodification of ecological services, thereby utilizing the same economic tools
and logic that arguably constitute the underlying source of the climate change problem. The
failure of many projects based on market logic suggest a need to consider a radically different
approach if we are to effectively and equitably tackle climate change. The concept of Buen
Vivir (literally “good living”) offers an important perspective for reimagining and creating a
new vision for development driven not by capital accumulation but by a deep understanding
of the interrelationships between humans and nature. Furthermore, this indigenous biocultural and ecosystems approach emphasizes respect for human rights, ecological integrity,
and the generation of non-carbon benefits over cost concerns.

6

Olsen, 2007
Chhatre & Agrawal, 2009
8
Brown & Corbera, 2003; Osborne, in review
7
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Country Profiles
Following the discussion of indigenous peoples’ concerns related to REDD, we present seven
case study profiles of countries involved in various stages of REDD+. The cases presented
include Mexico, Indonesia, Guyana, Peru, Ecuador, Tanzania, and Brazil. Each one reflects a
unique context for indigenous people’s relationship to REDD. For each case, we provide the
country background with respect to REDD, challenges to implementation, and issues
particular to indigenous communities.

Approaches for an Alternative REDD+ Vision
In the last section we discuss central components of an alternative vision for REDD.
Elements include collective action, a rights-based approach, a biocultural approach, and a
non-market approach.
Collective action: Research on collective action has demonstrated that communities can
successfully manage common pool resources such as forests provided a number of design
principles are in place. Elinor Ostrom, winner of the Nobel Prize in Economics in 2009,
identified 8 design principles critical for the success of common property resource
management9. They include:
Boundaries	
  –	
  Boundaries should be clearly defined and recognized.
Proportionality	
  –	
  Costs of management should be proportional to the benefits.
Collective choice	
  –	
  Rules should be made by the resource users themselves.
Monitoring –	
  A system must be in place to track people’s behaviors.
Sanctions	
  –	
  Individuals who break established rules must face consequences.
Conflict resolution mechanisms	
  –	
  Conflict between users should be resolved.
Recognition of rights to organize	
   –	
   Communities must have sufficient
autonomy to make decisions apart from non-local authorities.
8. Nested Enterprises	
   –	
   Nesting of institutions demonstrates that all levels of
governance have an important and legitimate role to play.
1.
2.
3.
4.
5.
6.
7.

In relation to REDD, a collective action approach suggests that in cases where communities
have demonstrated the ability to successfully manage forest systems, they should be given the
right to continue their unique forms of governance without interference from non-local users.
Rights-based approach: According to numerous indigenous reports and academic studies, the
United Nations Declaration on the Rights of Indigenous Peoples (UNDRIP) should guide all
aspects of REDD and inform safeguard policies. Indigenous peoples have a right to
participate in REDD and/or carbon markets (if they so choose), but through FPIC (‘Free prior
and informed consent’), they also have a right to be fully informed and to oppose
participation altogether. For indigenous peoples, human rights are directly related to territory.
Therefore, recognizing indigenous rights to territory and resolving land tenure conflicts
should be a prerequisite for participation in REDD.

9

Ostrom, 1990
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Biocultural approach: Also critical to an indigenous REDD is an ecosystem-based,
biocultural approach. This approach highlights the relationship indigenous peoples have with
their environments and the wealth of traditional ecological knowledge they have acquired
over generations. It also reflects a dynamic and dialectical relationship between people and
the environment. In addition, a biocultural approach is ecosystem-based rather than marketbased10. Forests are recognized for their social, cultural, economic and spiritual values that
cannot be adequately represented in monetary terms alone.
Non-market approach: A non-market approach to REDD recognizes the multiple values of
forests beyond their economic and carbon values. This approach also questions the use of
global carbon markets as the main financial mechanism for guiding the management of forest
ecosystems. It highlights concerns about the commodification of land and forests, which can
result in the loss of indigenous sovereignty over their territory and/or reduced access to forest
resources. Although the finance mechanisms for REDD have yet to be formally decided, the
market model has acquired significant traction in international and national arenas. Nearly all
mitigation strategies reflect an orientation to the market, as seen in the flexibility mechanisms
of the UNFCCC, the carbon market approach of the World Bank’s Forest Carbon Partnership
Facility (FCPF), and the standardization of MRV and rigorous carbon calculations in REDDreadiness activities consistent with requirements for a future market.11 Therefore, a nonmarket approach would not include carbon markets as the main financial mechanism for
REDD.
Instead we suggest economy-wide carbon taxes in industrialized countries, the revenue of
which could provide support for the UN Green Climate Fund. A portion of this fund
(equivalent to the percentage of emissions from deforestation and degradation) could go
toward REDD+ activities. The Ad hoc Working Group for Long-Term Cooperative Action
(AWG-LCA) under the UNFCCC in 2009 proposed establishing a REDD+ window within
the Green Climate Fund to support and finance all phases of REDD+, and is advocated by
numerous environmental groups such as Greenpeace.

Conclusion
This report clearly calls into question the use of market mechanisms for delivering important
conservation and community development co-benefits. The gravity of climate change and itʼs
deep interconnection with capitalism (Klein 201412) demands radical shifts in our current
market-oriented approaches. In the short term, we propose a carbon tax that would support a
fund for successful policies and efforts that reduce and avoid forest-based emissions. In the
long term, we ultimately need to work toward imagining a different future, one based on a
new paradigm, which foregrounds ideas of collective action, indigenous rights and
bioculturalism, and prioritizes the needs of communities over the requirements of the market.
An indigenous, bio-cultural approach does just that, and must be incorporated into the design
of any just and effective climate change mitigation strategy for forests.	
  
10

IPCCA, 2013
Riamit & Tauli-Corpuz, 2012
12
Klein 2014
11
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1. History and Central Issues

Introduction
Increasing carbon emissions and devastating impacts of climate change around the world
have galvanized the international community to take action. One climate change mitigation
strategy receiving significant attention is REDD+. An international initiative negotiated under
the United Nations Framework Convention on Climate Change (UNFCCC), REDD+
provides financial incentives to governments and landowners in developing countries to
reduce carbon emissions in forest systems. REDD+ stands for Reducing Emissions from
Deforestation and forest Degradation in developing countries (REDD) and includes
conservation, sustainable forest management and the enhancement of carbon stocks (the +).
As emissions from forest loss and degradation have represented as much as 17% of global
greenhouse gas (GHG) emissions13, sustainable management of forest ecosystems can play a
significant role in mitigating climate change.
REDD+ represents the first attempt to formally integrate avoided deforestation into
international climate change efforts. Although initially considered in the negotiation of the
Kyoto Protocol, avoided deforestation was eventually removed from this effort due to
technical, institutional and social challenges. As a result, the Kyoto Protocol’s Clean
13

IPCCA 2007, Agrawal, Nepstad, & Chhatre, 2011
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Development Mechanism14 was constrained to afforestation and reforestation activities and in
effect failed to address the root causes of deforestation. Given the seriousness of climate
change and the contribution of forest loss to global emissions, proponents have been keen to
advance the REDD+ initiative. However, REDD+ has been highly controversial, particularly
for indigenous and forest-dependent communities concerned about the potential impacts of
carbon forest activities on their land rights, livelihood practices, and access to resources, as
well as how equitably the benefits of REDD+ might be distributed among stakeholders. We
argue that at the heart of the REDD+ debate are fundamental differences between indigenous
worldviews and the commodification of nature. This report grapples with these contradictions
and attempts to identify potential avenues for the effective and equitable reduction of carbon
emissions in forest ecosystems on which indigenous and forest-dependent communities rely.
This report identifies key issues associated with REDD+ as they relate to indigenous and
forest-dependent communities. In this first section, we will first provide a brief history of
REDD+, and discuss major issues of concern. In section 2, we then interrogate key
assumptions of REDD+. We will then discuss REDD+ as it relates to indigenous peoples and
forest-dependent communities in section 3. This will be followed by a series of case studies
profiles featuring developing countries involved in REDD+. In section 5, we will conclude
with a discussion of the principal elements for an alternative vision for REDD+ that takes
seriously the rights of indigenous peoples.

Brief History and Central REDD+ Issues
In light of challenges within past climate negotiations regarding avoided deforestation,
REDD+ has evolved to accommodate a broad range of interests across the Global North and
South. In 1992, the UN Framework Convention on Climate Change (UNFCCC) recognized
the importance of terrestrial and marine ecosystems as sinks and reservoirs of carbon and
promoted sequestration and conservation in forests as a mitigation strategy for climate
change. Nonetheless, avoided deforestation, along with the role of developing countries in
climate change mitigation, proved to be a highly contentious issue that nearly led to the
collapse of the Kyoto negotiations.15 In the end, avoided deforestation was excluded from the
Kyoto Protocol primarily due to technical concerns over additionality 16 , leakage 17 ,
permanence18 and the challenges of measuring forest carbon. These technical issues, along
with the higher than anticipated transactions costs associated with the afforestation and
reforestation activities permissible under the CDM, have resulted in the small percentage

14

The Clean Development Mechanism (CDM) is a flexibility mechanism that allows industrialized countries to
reduce a portion of their emissions in the developing world through project-based activities.
15
Pistorius, 2012
16
Additionality signifies the degree to which emission reductions are additional and would not have occurred in
the absence of the carbon offset project.
17
According to the IPCC, leakage “refers to the situation in which a carbon sequestration activity (e.g., tree
planting) on one piece of land inadvertently, directly or indirectly, triggers an activity which, in whole or part,
counteracts the carbon effects of the initial activity” (Metz et al. 2001 pg. 331).
18
In the Land use, Land-use Change and Forestry report, the IPCC defines permanence as “The longevity of a
carbon pool and the stability of its stocks, given the management and disturbance environment in which it
occurs” (Watson 2000, pg. 20).
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(less than 1%) of forest projects registered under the CDM.19 As avoided deforestation
remains excluded from the CDM, these projects have been largely implemented through the
much smaller voluntary market.
Avoided deforestation gained traction in 2005 due to growing recognition of the contribution
of deforestation and forest degradation to global carbon emissions and the assumed costeffectiveness of forest-based activities.20 In 2005, Reducing Emissions from Deforestation
(RED) was formally introduced at the 11th Conference of the Parties (COP 11) in Montreal by
the Coalition for Rainforest Nations (Papua New Guinea, Costa Rica, and 8 other countries).
They proposed using a compensated reduction approach, which involves providing
performance-based payments that reward countries and landowners for reducing deforestation
and increasing forest carbon. This proposal received broad-based support from countries at
the COP because it was perceived as a flexible and cost-effective approach that would allow
developing countries to participate voluntarily without hindering their economic growth.21
RED was also recognized for its potential to provide social and ecological co-benefits such as
sustainable development for indigenous and forest-dependent communities, as well as
biodiversity and hydrological benefits. Although the initial RED proposal had no mention of
indigenous peoples’	
   rights, 22 it was generally seen as a “triple win”	
   for climate, local
communities and biodiversity.23
At COP-13 in 2007, following recommendations from proposals and workshops carried out
over the previous two years, forest degradation (adding the second ‘D’ to REDD) was
formally introduced in the Bali Action Plan. This plan also recognized the role of
conservation, sustainable management of forests and enhancement of forest carbon stocks24.
A year later at COP 14 in Poznan, the plus was officially incorporated to represent these
additional activities and the need for a more inclusive REDD.
Although COP-15 in Copenhagen was widely considered a failure, the Copenhagen Accords
acknowledged the importance of REDD+ for climate change mitigation and emphasized the
necessity for “substantial finance”	
   from developed countries for REDD+ activities. The
Copenhagen Green Climate Fund and the carbon market were both proposed as potential
funding sources for REDD+. Despite extensive discussions of the need to provide substantial
financing for REDD+, disagreements among party members produced low levels of funding
commitment at the international level and resulted in an emphasis on national strategies
supported through bilateral and multi-lateral funds.25

19

Thomas et al., 2010
Hiraldo & Tanner, 2011
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Pistorius, 2012
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Wallbott, 2014
23
Pistorius, 2012
24
Hiraldo & Tanner, 2011
25
Pistorius 2012
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While the draft emerging from the Ad Hoc Working Group on Long-Term Cooperative
Action26 (AWG-LCA) at Copenhagen addressed safeguards27, it used vague language to
define the safeguards along with merely a ‘request that safeguards be supported. 28	
  	
  
Safeguards in REDD+ are meant to address issues of transparency, national sovereignty,
respect for the rights and knowledge of indigenous peoples (in accordance with the United
Nations Declaration on the Rights of Indigenous Peoples), and include activities that enhance
environmental and social benefits.
Although continuing to move away from a unified global mechanism, REDD+ was at the
center of COP 16 discussions between governments, the private sector and civil society
NGOs, where both bilateral and multilateral REDD+ processes outside of the UNFCCC were
legitimized. The COP 16 meeting produced the Cancun Agreements, which aimed to address
the drivers of deforestation, developed procedures for REDD Readiness29 and determined a
three-phase approach30 to prepare developing countries for REDD+. Although social and
environmental safeguards were discussed and agreed upon, much of the language on
safeguards in the Cancun Agreements remained weak, and the specific section on safeguards
was included only as an Annex, much to the dismay of many NGO and indigenous observers.
The Green Climate Fund was also established at COP 16. The following year at COP 17 in
Durban, a governing structure for the fund was decided. The Green Climate Fund aims to
raise US$ 100 billion per year by 2020 for mitigation and adaptation efforts in the developing
world. To date, only a fraction of this amount has been pledged and there is uncertainty about
how the fund will secure long-term support.
Negotiations during COP18 held in Doha, Qatar, in 2010 were expected to tackle unresolved
issues around safeguards, MRV, indigenous peoples’ rights and non-carbon benefits.
However, there were no formal decisions made in these key areas. This led groups such as the
Forest Peoples’	
   Program to call the outcomes of COP 18 “disappointing for indigenous
peoples”31 due to negotiators inability to reach decisions on REDD in general and clarify
issues related to indigenous peoples more specifically.

26

The UN-REDD approach has two parallel working tracks: 1) The SBSTA works on long-term methodological
issues and 2) The Ad Hoc Working Group on Long-term Cooperative Action (AWG-LCA) initiates
consideration of policy approaches and positive incentives related to REDD (Wallbott, 2014).
27
“Safeguards” refers to precautionary procedures that ensure REDD+ activities do not negatively impact
people or the environment.
28
UNFCCC 2009. Ad Hoc Working Group on Long-Term Cooperative Action under the Convention. Eighth
session. Copenhagen, 7-15 December 2009.
29
Elements of REDD Readiness include 1) A national REDD+ strategy or plan; 2) a national reference level
where countries define a baseline for emissions from deforestation and degradation against which future
emission reductions will be measured and compensated; and 3) a forest monitoring, reporting and verification
system for carbon stores, as well as methods for measuring compliance with REDD+ safeguard requirements.
30
The three-phases of REDD+ based on the Cancun Agreement include 1) REDD-Readiness to build
institutional capacity within countries, 2) the establishment of finance mechanisms to access funding, and 3) the
receipt of performance based funding.
31
Forest Peoples’ Program, 2013
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Perhaps the most concrete accomplishment to emerge from COP19 was the Warsaw
Framework, a package of seven decisions related to REDD+ that builds on the Cancun
Agreements. While the Warsaw Framework included firm agreements on results-based
finance, establishing baselines, technical points for MRV, and safeguards, it draws on
similarly weak legal language as in previous REDD documents by only ‘encouraging’ parties
to take actions to address the drivers of deforestation 32 . Finance for REDD+ received
significant attention at Warsaw, and both market and non-market mechanisms (including the
Green Climate Fund) were deemed legitimate forms of finance. In this vein, with support
from Norway, the UK and US, the $280 million BioCarbon Fund Initiative for Sustainable
Forest Landscapes was launched, which is a fund managed by the World Bank to reduce
agriculture-driven deforestation. This fund aims to incentivize land use change based on an
integrated landscape approach that simultaneously addresses deforestation, agriculture, and
sustainable development. 33 Nonetheless, while some interpret the Warsaw Conference
agreements as a positive indicator that REDD+ is receiving broad international support34,
others note that the COP agreements are still overrun with vague commitments from
developed countries while developing countries are required to fulfill an ever-growing list of
obligations in order to receive climate finance35. In other words, REDD+ is still fraught with
scientific, technical, economic and political challenges.36 In addition, although COP19 led to
an agreement that REDD+ require “adequate and predictable payment,”37 it did not provide a
definitive answer regarding who will finance REDD over the long-term and how, if left to the
carbon market, payments will be stabilized in spite of the constant fluctuations of carbon
prices.38
In addition to questions of finance, issues of REDD+ governance, land tenure, and MRV are
among the most challenging issues for forest dependent and indigenous peoples. We discuss
these issues in greater detail below. Future COP meetings will need to address these concerns
if REDD+ is to move forward in an effective and equitable way. This report draws on
existing research on REDD+ and presents key concerns in order to assist interested parties in
the design of an alternative vision for REDD+ that takes seriously the concerns of forest
dependent and indigenous communities.

REDD+ Finance
It is widely acknowledged that massive funding will be needed to catalyze and sustain
adequate payments for REDD+ into the future.39 Along with other studies, the Stern Review
on the Economics of Climate Change concludes that between US $17 billion and $33 billion
will be required on an annual basis in order to halve carbon emissions from forests by the
32

UNFCCC 2013. Warsaw Framework for REDD-plus. COP 19.
Leonard, 2013
34
Code REDD, 2012
35
Visseren-Hamakers et al., 2012; Wallbott, 2014
36
Leonard, 2013
37
Warsaw Framework: Work programme on results-based finance to progress the full implementation of the
activities referred to in decision 1/CP.16, paragraph 70. 2013
38
Lang, 2013g
39
Pokorny et al., 2013; Rival, 2013; Seymour & Angelsen, 2012
33
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year 2030. Grieg-Gran suggests a minimum of US$5 - $10 billion annually is necessary to
significantly reduce emissions from deforestation.40 However, to date, the REDD+ funds
pledged for the period 2006-2018 amount to only US$6.9 billion total (US$530 million/year),
indicating a drastic shortfall in REDD+ funding.41
The future financing mechanisms for REDD+ have been the subject of intense debate in
international climate negotiations and are yet to be formally determined. While both market
and non-market (e.g. designated funds) mechanisms are being considered for REDD+, market
mechanisms tend to be prioritized in international negotiations, particularly by Global North
countries. This lack of clarity regarding the source, amount and structure of REDD+
financing greatly destabilizes the long-term viability of REDD+ programs.
To date, most REDD+ funding available has been dedicated to REDD-Readiness and REDD
pilot activities. Between 2007-2012, US$2.78 billion was pledged through seven different
funds.42 Norway has led efforts to create financing for REDD+, contributing 58% of the
funds pledged thus far, followed by much lower pledges from the UK, Australia, and the
United States. Norway has also supported Brazil’s Amazon Fund, Guyana’s REDD+
Investment Fund for Low Carbon Development, and the UN-REDD fund to support National
REDD+ program development in 18 partner countries including Indonesia, Ecuador, the
Congo, and Tanzania. The World Bank’s Forest Carbon Partnership Facility (FCPF) has been
another important source of REDD+ funds and has approved 37 countries for readiness
funding.
In addition to these funds, in 2011 the Green Climate Fund was adopted under the UNFCCC.
Although the fund has yet to become operational, it aims to raise US$100 billion per year by
2020 from both public and private sources and is intended to become the primary multilateral
financing mechanism to support climate change adaptation and mitigation activities
(including REDD+) in developing countries.
While funds have provided the largest support for REDD+ to date, some actors suggest the
carbon market may be the most promising source of long-term REDD financing. Proponents
of this approach estimate the market could generate as much as US$50-120 billion of REDD
funding per year over the long term.43. The World Bank, which houses FCPF, has long
envisioned REDD+ as a market-based strategy. In a 2007 press release, World Bank senior
natural resources management specialist, Benoit Bosquet, an important figure in the
development of FCPF, revealed that “The facility’s ultimate goal is to jump-start a forest
carbon market that tips the economic balance in favor of conserving forests.”44. However, as
existing carbon markets have demonstrated, market-based financing could insert incredible
volatility and risk in the REDD+ approach. Not only do different carbon trading schemes

40

Grieg-Gran, 2006
Voluntary REDD+ Database, 2014
42
Schalatek et al., 2012
43
Corbera et al., 2010
44
World Bank, 2007
41
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produce substantially different prices for carbon45, but the market is also subject to dramatic
and unexpected fluctuations that can destabilize the long-term success of carbon sequestration
activities as a mitigation strategy. In 2013, for example, the European Union’s Emissions
Trading Scheme (EU ETS) carbon price collapsed to its lowest price ever to 2.63
Euros/tCO2e (US$ 3.59), thereby drastically undermining faith in a market-based approach to
carbon reductions (see Figure 1)46. Based on these earlier market failures, we argue that
leaving the fate of our climate to a volatile carbon market is too great a risk.

The carbon market is constituted by several compliance and voluntary markets, including the
European Union’s Emissions Trading Scheme (EU ETS), the Kyoto Protocol’s Clean
Development Mechanism (CDM) and Joint Implementation (JI) 47 mechanisms, and the
voluntary carbon market. In 2013, the value of the carbon market was estimated at US$53
billion dollars. The EU ETS is the largest carbon market and is dominated by emissions
trading, although it does allow the use of some offsets through the CDM or JI markets. To
date, carbon offsets from land use and forestry have not been included in the European
carbon market and have played only a small role in the CDM (less than 1%) due to their high
risks and transactions costs. For example, unresolved problems of carbon “leakage”	
  mean that
avoided deforestation activities may not produce verifiable emission reductions. Until these
45

For example, the EU ETS average price in 2006 was US$ 22.10 /tCO2e vs. the CDM’s Certified Emissions
Reductions (CERs) average price of 10.90 US$/tCO2e in 2007 (World Bank 2007a, b in Corbera et al., 2010, p.
363)
46
Lang, 2013c
47
Joint Implementation refers to climate change mitigation activities or offsets implemented within
industrialized countries, the credits of which are traded on the carbon market
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issues are resolved, it is unlikely that REDD+ credits will be traded within the EU ETS or the
CDM at any significant level.
Nevertheless, California’s carbon market (the second largest market after the EU ETS) is
likely to be a source of financing for REDD+. The sale of credits from sustainable forest
management in Californian forests has begun and may support REDD+ projects
internationally as early as 2015. Despite its volatility, the carbon market is still considered by
many financial institutions to be a highly lucrative arena for financial gain. Much of this gain
is derived not from direct sales of carbon credits, however, but through speculative activity.
The growing number of carbon exchanges, as well as various banks and commodity
exchanges, utilize derivatives and other speculative instruments to boost profits from carbon
trades. One environmental consultancy has argued that by 2030 the carbon market will be the
largest commodity market in the world –	
  with a value as high as US$2.5 trillion, equivalent to
the current market for oil.48 However, some question the effectiveness of such a market
mechanism if financial gains are primarily associated with speculative activities.
While the carbon market has demonstrated an ability to generate revenue, albeit unevenly,49
its effectiveness as a mechanism for reducing greenhouse gases, particularly in forests,
remains uncertain. In accordance with market logic, the carbon market seeks the least
expensive source of carbon available. Therefore, credits associated with weaker standards
such as the Verified Carbon Standard (VCS) are likely to expand as they fail to consider the
ecological and social co-benefits and are therefore able to offer cheaper carbon than those
regulated by higher comprehensive standards.50
Finance mechanisms such as levies and carbon taxes could be linked to existing markets or
funds. Some countries have proposed a tax or levy on carbon credits associated with the Joint
Implementation (JI) mechanism of the Kyoto Protocol, similar to the levy on Certified
Emissions Reductions (CERs) in the CDM. According to Corbera et al.51 “a levy of this kind
would depend on the existence of a sound long-term carbon market in order to produce a (to
some extent) predictable flow of funds.”	
   Other Parties have recommended a carbon tax on
energy-intensive commodities in industrialized counties to fund REDD+ activities. Although
carbon taxes have historically been considered politically unfeasible, International Monetary
Fund (IMF) Managing Director, Christine Lagarde, has recently heralded the importance of
implementing a carbon tax to accelerate emissions reduction and fund mitigation activities52.
Of these finance mechanisms, the carbon market continues to dominate in policy circles.
Even the proposal for a carbon levy on JI or the EU ETS would require the existence of a
robust carbon market. In addition, REDD+ Readiness carbon funds (e.g. World Bank FPCF)
prepare developing countries for participation in possible future carbon markets. Some
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scholars 53 suggest that REDD+ Readiness funds should expand their focus beyond the
establishment of carbon storage and monitoring capabilities to include the development of
livelihood alternatives and governance mechanisms that foster greater forest conservation
independent of long-term financing. While livelihood alternatives are critical in certain
contexts, this argument can in some cases lay blame for deforestation at the hands of
smallholders, thereby ignoring evidence that the greatest threats to forests are often not
generated by forest dwellers themselves, but rather by insatiable and growing consumer
demands for beef, agricultural commodities, and timber across the world.54 In other words,
any attempt to reduce emissions from deforestation and degradation must also find ways to
address the root causes of these processes.
Due to the volatility of carbon markets, the uncertainty of emission reductions in forests, the
consistent prioritization of market efficiency over local co-benefits, and the market’s
penchant for lowest-cost land use activities (which are invariably subsistence land uses), we
argue that a carbon fund may provide a more effective and equitable mechanism to finance
REDD+ programs. Drawing on the work of numerous scholars,55 we recommend a carbon tax
as the primary finance mechanism for a climate fund. The carbon tax need not be severely
regressive if a portion of the tax revenue is returned to the public in order to offset the cost of
compliance.

Governance of REDD+
The environmental governance of forests has been defined as “a set of social norms and
political assumptions that will steer societies and organizations in a manner that shapes
collective decisions about the use and management of forest resources.”56 As the failure to
develop a robust convention on forests at the Rio Earth Summit demonstrates, the governance
of forests at the international level has long been a complex challenge. Researchers argue that
REDD+’s approach to forest governance presents “a particular framing of the problem of
climate change and its solutions that legitimizes certain tools, actors, and solutions while
marginalizing others”.57 Indeed, for REDD+ to function on a global scale requires not only
that the rules and techniques for addressing the drivers of deforestation be aligned from the
local to international level, but also that dramatically different value systems related to forests
be reconciled. Forests hold socio-economic, cultural, and spiritual importance for many
indigenous and forest-dependent communities. The approach to forest governance of these
groups is often radically different than forest governance by state or corporate actors.
Harmonizing forest governance at the national and subnational scales is fundamental to
securing long-term financing for REDD+. Cross-scale forest governance has been one of the
most complex challenges for REDD+ and remains one of the main priorities of REDD+
Readiness activities.
REDD+ is designed around a flow of incentive payments from the developed to the
53
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developing world conditional on proven emission reductions in forest ecosystems. As such,
REDD+ involves a complex network of actors and policies at the local, regional, national,
and international levels and includes an ever-expanding network of UNFCCC parties,
governmental organizations, NGOs, indigenous peoples’	
   organizations and civil society
groups. REDD+ Readiness funding has been heavily focused on developing the institutional
capacity, forest management policies, systematized land tenure, MRV mechanisms, legal
enforcement, and benefit-sharing agreements necessary to produce a coherent REDD+
approach.
To date, no single agency or organization has complete control over the design and
administration of REDD+ programs. As a result, REDD+ Readiness activities have been
carried out in a piecemeal fashion, with different funds focusing on different aspects of
REDD+. For example, while the UN-REDD program has concentrated more on the
development of MRV strategies, the World Bank’s FCPF has been more concerned with the
establishment of economic incentives and tools.58
REDD+ programs can be structured around a national, nested or jurisdictional59 approach,
with each presenting a different set of benefits and challenges. Many consider national
governments as critical to the success of REDD+ and suggest that the national approach
presents the greatest potential to effectively manage technical issues of leakage, permanence,
and MRV.60 Nonetheless, the emphasis on the national administration of forests has also led
to some concerns regarding the recentralization of forest governance61 and the potential of
state-led “green”	
  land grabs for REDD+.62

Measurement, Reporting and Verification (MRV)
Another important area of debate in REDD+ concerns techniques to measure, monitor, report,
and verify not only the amount of carbon sequestered through avoided deforestation and
forest enhancement activities, but also the co-benefits generated through REDD+ or what are
also known as the “non-carbon”	
  aspects of REDD+.
The 2010 Cancun Agreements call for a robust and transparent approach to monitoring,
verifying, and reporting of REDD+ activities. The technical challenges such as measuring
baselines, ensuring permanence and additionality, and preventing leakage were first raised
during Kyoto negotiations and the failure to resolve them eventually led to the ineligibility of
avoided deforestation in the Kyoto Protocol’s CDM. To demonstrate that REDD+ payments
are in fact producing emission reductions requires the establishment of a baseline calculation
of what carbon emissions would have occurred in the absence of REDD+. The difference
between expected carbon emissions from deforestation and what is achieved through REDD+
projects is referred to as “additionality.”
58
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The emphasis on additionality has been a contentious issue as it raises the question of
whether REDD+ should only award those who pose a present threat to forest conservation or
whether it should also compensate forest users who have actively conserved forests over
time. While some perceive the former as compensating the “criminals”	
   and penalizing the
good stewards, others view the latter as a source of “hot air”	
   that does not necessarily
generate additional emission reductions attributable to REDD+ programs. The hot air
argument is of course only a problem in the context of carbon offsets meant to be traded for
emissions elsewhere.
The establishment of a national baseline emission scenario is also deeply political and fraught
with risks of error. For example, countries with lower deforestation rates for baseline years
may receive lower REDD+ compensation than countries registering higher deforestation rates
in the same years. Similarly, higher deforestation projections in certain countries may allocate
excess emission allowances and produce another source of “hot air”	
   (i.e. count emission
reductions that may have occurred regardless of REDD+ due to, for example, diminishing
returns on deforesting harder to access forest areas).63
In order to sell carbon offsets, REDD+ requires technological innovations in remote sensing
and land use monitoring with a high level of accuracy. Once baseline emission scenarios have
been established, constant monitoring is required to ensure the permanence of carbon stores
and verify that carbon sequestered in one area does not generate new emissions in other
regions (leakage). For this reason, many REDD+ proponents advocate a national approach to
REDD+ that can more effectively monitor carbon permanence. Nonetheless, while this
REDD+ approach may account for leakage at a national level, it fails to monitor international
leakage in non-REDD areas.64 Many countries lack high-resolution maps of forest cover and
the expertise for long-term monitoring. However, satellite imagery is becoming increasingly
routine in countries like Brazil, India and Peru. LIDAR remote sensing and other
technologies allow for greater monitoring of carbon from above and may even allow other
sources of terrestrial carbon (e.g. soil) to be calculated in the future.65
One of the results of UNFCCC negotiations on REDD+ and the insistence on more
participatory involvement of stakeholders in all aspects of the REDD+ process has been the
gradual development of participatory and community forest monitoring systems. Although no
standardized monitoring approach exists, some researchers have designed simple approaches
for forest monitoring and are devising methodologies that can incorporate indigenous and
local peoples into this work.66 Nonetheless, REDD+ programs based on carbon units require
third party verification of carbon stores, thereby making the involvement of external
institutions necessary in forest governance processes.
Indigenous peoples (IPs) have been actively involved in negotiating REDD+ and many
63
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consider the implementation of participatory community monitoring and evaluation to be
integral to its success. Some indigenous partnerships, such as the Indigenous Peoples’	
  
Partnership on Forests and Climate Change (IPPFCC), have secured funding sources to
develop and compile indigenous perspectives on appropriate MRV practices. IPs have
expressed concern that the emphasis on developing MRV mechanisms for carbon storage has
reduced the attention given to developing other MRV techniques needed to ensure social,
economic, and governance safeguards are being met. In general, IPs’	
  perspective on MRV is
much broader and more holistic than a narrow carbon-based focus, and includes indicators
such as addressing co-benefits, land tenure, respect for human rights, gender, and the role of
traditional knowledge in forest management.

Standards for Forest Carbon and Co-Benefits
Standards have been established to ensure quality and credibility of carbon offsets on the
CDM and voluntary carbon markets. The majority of forestry-based carbon credits are
exchanged through the unregulated voluntary market where standards play a particularly
important role in relation to REDD+ not only in verifying emissions reductions but also by
defining and assessing safeguards.67
There are several private forest carbon standards that have already been or are likely to be
applied to REDD. Verified Carbon Standard (VCS) is the most widely used in the voluntary
carbon market, and in 2010 approved its first methodology for REDD+68. However, VCS has
failed to address social and environmental issues as it has been designed mainly for carbon
accounting and verification69. For this reason co-benefit standards have been developed to
address social and environmental impacts of carbon projects. Co-benefit standards such as the
Climate, Community and Biodiversity (CCB) Standard, Social Carbon, and Plan Vivo
evaluate social and ecological dimensions such as participation, respect of local community
rights (including UNDRIP in the case of CCB Standard), land tenure and equitable benefit
sharing.
Multilateral funding programs of the World Bank FCPF and UN-REDD have also initiated
their own standard and safeguard policies. The FCPF draws on a long history of safeguard
policies implemented to mitigate undue social and environmental harm from World Bank
funded development projects, thereby mitigating financial risk. While the Bank utilizes more
of a risk-based approach intended to protect carbon investments, the UN-REDD Programme
appears more committed to a rights-based approach, which prioritizes human rights over cost
concerns. With regards to indigenous rights, UN-REDD is more closely aligned with the
consent requirements under UNDRIP than is WB FCPF. However neither have a
standardized system by which to measure social outcomes70.
Like UN-REDD, the REDD+ Social and Environmental Standards (REDD+SES) draws
heavily on a rights-based approach. The REDD+SES process is distinct from the above
67
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private certification and multilateral schemes, in that it involves a collaboration of nongovernmental stakeholders together with national and subnational government representatives
in a range of REDD+ countries. The REDD+ SES do not account for or monitor carbon.
Instead, the process aims to develop standards that evaluate the non-carbon and co-benefit
aspects of REDD+ performance at national and subnational levels, and to develop
information systems to monitor and report on the implementation of safeguards. With regards
to indigenous peoples, these standards monitor issues related to indigenous land and resource
rights, benefit sharing, FPIC, livelihood security, conflict resolution, and compliance with
local and national laws, as well as international treaties, conventions and agreements.71 While
REDD+SES represent an important step toward the protection of indigenous rights under
REDD+, some argue that these standards may not be sufficiently effective or applied72.
In general, numerous studies document the failure of existing co-benefit standards to
effectively ensure FPIC, equitable benefit sharing, recognition of land and resource rights, or
provide adequate income73. In cases where land tenure was strengthened through the REDD+
process, carbon rights (i.e. the legal right to profit from sequestered carbon) were often
absent.74 Based on previous experiences with co-benefit standards, there is concern that the
REDD+SES may be similarly insufficient in protecting the rights of indigenous peoples.

Land Tenure and REDD+
A critically important issue for indigenous peoples is how REDD+ will affect land tenure and
access to forest resources. REDD+ has illuminated the lack of clear and formalized forest
tenure in many developing countries. To date, it is uncertain how REDD+ will intersect with
widespread land conflicts and disputes. This is a particularly important issue for indigenous
peoples who, according to the World Bank, safeguard approximately 80% of the planet’s
biodiversity within their traditional territories, yet legally have title to less than 11% of these
lands. 75 Indeed, the Indigenous Peoples’	
   Partnership on Forests and Climate Change
(IPPFCC) has stated that the failure of states to recognize indigenous peoples’	
  territories and
resources not only violates the most basic right of IPs, but also represents the “major source
of conflicts between indigenous peoples and the state.”76 If carried out effectively, REDD+
could become an important vehicle for resolving pending land claims and attaining formal
state recognition of indigenous peoples.
Proponents argue that prior to initiating REDD+, land tenure and carbon rights must be
clarified and competing land use claims resolved. A recent evaluation by CIFOR of 23
subnational REDD+ initiatives in six countries found that unclear and unstable tenure rights
and the disadvantageous economics of REDD+ are the two greatest challenges to advancing
REDD+.77 Not only are land tenure rights fundamental to ensuring clear responsibility over
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forest protection, but they are also an integral component in determining who will receive and
benefit from REDD+ incentives.78 However, the process of clarifying tenure rights is deeply
political and can result in illegitimate land grabs, the exclusion of informal forest users, and
even accelerate land use change as formalized titles facilitate land sales.79
How land rights and forest governance arrangements are clarified will not only have an
impact on the relationships among forest users and government, but will also influence the
extent to which forests are protected. Past research on forest governance indicates that local
control of resources is often critical to their preservation. For example, in an analysis of 80
communally-managed forests, Chhatre and Agrawal80 found that both higher carbon storage
and greater livelihood benefits are associated not only with increased size of forest commons,
but also with the degree of rule-making autonomy the community has over the forest. The
authors found that government-owned forest commons were associated with a higher rate of
over-harvesting. This study suggests that REDD+ is likely to produce better results both in
terms of carbon storage and livelihood benefits if land ownership is in the hands of local
communities and incentives are provided to encourage people to avoid over-harvesting the
forest.81
Even in regions where forest ownership rights are established, the clarification of who owns
the carbon sequestered within the forest is another area of contention. Property rights do not
necessarily give the owner legal right to benefit from carbon sequestration. For example,
some Tanzanian officials suggest that the entire nation should benefit from REDD payments,
not just forest owners.82 Clarifying land and carbon rights therefore presents one of the most
significant governance challenges for the successful and just implementation of REDD+.

Conclusion
In sum, REDD+ raises many of the same questions that have been encountered in other
‘sustainable development’	
   initiatives. Scholars insist that these issues must be adequately
addressed within REDD+ in order to avoid repeating past failures. 83 Furthermore,
interrogating the fundamental assumptions underlying REDD+ is useful for understanding the
possibilities and limits for an alternative approach that is more sensitive to the needs
articulated by indigenous peoples.
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2. Key Assumptions of REDD+

There are several key assumptions associated with REDD+ that merit careful interrogation.
These include issues associated with cost efficiency, drivers of deforestation, delivery of cobenefits, and tradeoffs between market efficiency and sustainable development. These will be
discussed in some detail below, however, it is worth noting the more fundamental assumption
behind REDD+. While non-carbon benefits and the social, ecological, cultural, and spiritual
values of forest ecosystems are certainly acknowledged, decisions made at international
meetings and actions taken by policymakers repeatedly prioritize the economic value of
forests. This is likely to be exacerbated should the carbon market become the primary finance
mechanism for REDD+. Understanding these assumptions is crucial as they guide policy and
action on multiple scales. In this section we interrogate specific assumptions and discuss
central concerns raised in existing literature.

Assumption 1: Cost Efficiency of REDD+
The development of REDD+ has been propelled by the assumption that carbon reductions
from deforestation and degradation present a low-cost strategy for climate change abatement.
According to the Stern Review, “Curbing deforestation is a highly cost-effective way of
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reducing greenhouse gas emissions and has the potential to offer significant reductions fairly
quickly”.84 This is largely based on the presumption that with the exception of monitoring,
avoided deforestation does not require the costly technology necessary for other mitigation
options such as renewable energy infrastructure, alternative fuels, or large-scale geoengineering projects. In addition, proponents assume that REDD+ payments can adequately
compensate forest users for the opportunity costs of foregone land uses. However, the costs
of REDD+ have proven difficult to estimate and can vary greatly depending on the local and
regional contexts in which REDD programs are established.85
Most evaluations of cost effectiveness are based on opportunity costs, which represent the
monetary value of forgone land uses necessary to implement REDD+. Estimates often focus
solely on the value of lost commercial activities required for REDD+, thereby ignoring both
the non-market forest values important to many indigenous communities and the informal
economic activities operating in forest regions.86 By some estimates, carbon sequestration
activities may be able to compete with the opportunity costs of many commercial activities,
including high-value plantation crops or cattle-ranching.87 However, the potential cost of
carbon conservation varies tremendously across studies and hinges predominantly on how
shifting commodity prices compare to fluctuating market prices for carbon. Increases in
international prices for commodities such as timber, soy, beef, or gold affect people’s
incentives to cut-down or preserve their forests. 88 For example, although the Brazilian
Amazon reported significant reductions (> 40%) in deforestation rates in 2006, researchers
attribute much of this to the diminishing returns on the conversion of forest to soy and cattle
production during that time.89 Increasing global demands for food, fiber, fodder, and fuel as
the population increases and consumer tastes evolve, present a formidable challenge to
REDD+’s ability to guarantee long-term protection of coveted forestlands over the long-term.
Furthermore, REDD+ has proven to be quite expensive when other costs beyond the
opportunity costs are considered. The financial viability of any REDD+ approach must
consider at least three principal costs: 1) forest governance and institutional arrangements; 2)
measurement, reporting and verification (MRV); and 3) the opportunity costs of foregone
forest use. In order to participate in REDD+, developing countries often have to dramatically
reconfigure their approach to forest governance at multiple levels, including the
establishment of new governing institutions and the formalization of land titles. According to
Agrawal et al., contrary to expectations, the costs of the changes required to make forest
governance “amenable to market-based mechanisms and/or intergovernmental transfers”	
   in
REDD pilot programs and other forest-based mitigation projects have been quite expensive 90.
In addition, establishing baselines and monitoring forest changes for REDD+ requires costly
technological expertise and innovations in remote sensing and carbon measurements. 91
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Overall, the costs of implementing REDD+ can be quite high and vary by scale, institutional
capacity, monitoring requirements, the administration of payments, and the degree to which
standards are followed and safeguards incorporated.

Assumption #2: REDD will have a significant impact on climate change
through the reduction of deforestation and forest degradation
The second assumption suggests that REDD+ will have a significant impact on climate
change through the reduction of deforestation and forest degradation. This might be a
reasonable assumption if REDD operates outside of an offset market where emission
reductions in forests are traded for continued emissions from industrial sectors in the Global
North, technical issues (additionality, leakage, permanence) are resolved, and if it targets the
main drivers of deforestation and forest degradation. However, these criteria remain
uncertain.
Land use change has historically represented a significant portion of carbon emissions.
Averaged over the last 150 years, land use change has been responsible for approximately
33% of carbon emissions.92 Throughout the 1980s and 1990s, this percentage hovered closer
to 20% of total carbon emissions.93 Although emissions from land use change have remained
relatively stable over time, the rapid increase in fossil fuel emissions globally has lessened the
relative contribution from deforestation and forest degradation. Between 2000 and 2010, total
carbon emissions from land use change has been closer to 11%.94 This has led some scholars
to question the role of REDD+ in significantly mitigating the threat of climate change.
Instead, they argue that REDD+ should be used solely as a temporary solution, and that the
only permanent solution to climate change will be a permanent shift away from fossil fuel
use.95 In line with this perspective, indigenous peoples such as the Kichwa of the Sarayaku
community in the Ecuadorian Amazon have called for leaving oil in the ground96.
The drivers of deforestation vary across space and time. For example, between the 1960s and
mid-1980s tropical deforestation in Latin America and Southeast Asia was driven largely by
smallholder forest clearance enabled by state-led colonization schemes.97 However, since
1985, deforestation drivers have shifted in importance from small farmers to market-driven
deforestation, including large-scale land use change for agribusiness (e.g. cattle-ranching, soy
production, and plantation agriculture),98 infrastructure, and resource extraction (see Figure
2). The underlying causes for these shifts are often difficult to trace and are complexly linked
to governance structures, land tenure systems, environmental policy, law enforcement,
market fluctuations, cultural values of forests, indigenous and local community rights, and
policies to address poverty and food security.99 Since 2008, the UN-REDD program has
92
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acknowledged the complexity of deforestation drivers and the need to adopt strategies that
attend to the specific challenges of each country and region. Furthermore, addressing the root
causes of deforestation and degradation often requires a substantial reconfiguration of
governance structures, institutions, and capacities that are deeply political, time-consuming
and costly to establish.100

Figure 2: Sources of carbon emissions from deforestation and degradation
in tropical forests of Asia, Africa and Latin America. While the source of
carbon emissions vary by region, “Croplands”, which includes industrial
agriculture, and cattle ranching are significant and in most geographic
contexts, greater than emission from shifting cultivation often used for
subsistence. Units are in billion tons of carbon per year.
Source: Houghton 2010
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Despite the complexity of deforestation and its multiple drivers, REDD+ has typically
focused on the land-use practices of small-scale actors instead of large-scale economic
drivers such as commercial land uses for soy and cattle. The world’s most intact tropical
forests are maintained either by the state as protected areas or by forest-dependent and
indigenous communities. Because avoiding deforestation is considered among the lowest cost
mitigation options, these communities have become prime sites for mitigation. However, as
argued, the drivers of tropical deforestation are complex, vary by geographical context, and
are influenced by both proximate and underlying factors.101 Agriculture and the expansion of
the agricultural frontier represent the leading proximate causes of land use change associated
with deforestation.102 These activities include permanent and large-scale agriculture, cattle
ranching, and shifting cultivation. The fundamental or underlying causes however are not
population driven, but in fact economic103. This means that commercial land uses such as
permanent agriculture, cattle ranching and timber production are more significant
contributors to deforestation than subsistence land uses. In a study of 46 tropical and subtropical countries, Hosonuma et al. found that commercial agriculture represents the largest
driver of deforestation (40%) and timber extraction the largest driver of forest degradation
(52%). 104 According to Geist and Lambin, “Contrary to widely held views, case study
evidence suggests that shifting cultivation is not the primary cause of deforestation.”105 This
observation has lead scholars to advocate for policy changes that target the main drivers of
deforestation in places like the Amazon, such as the commercial demand for soy and cattle.106
Proposals for a national or jurisdictional REDD aims to intervene at the policy level across
nations, states or provinces to address fundamental market drivers of deforestation such as
agricultural expansion107.

Assumption #3: REDD can achieve market efficiency as well as sustainable
development and local co-benefits
The third assumption suggests that REDD can meet financial, political and social goals by
achieving market efficiency as well as sustainable development and local co-benefits.
However, scholars have identified that fundamental tradeoffs exist between market efficiency
and sustainable development, and that the former (market efficiency) is consistently
prioritized.108
Sustainable development, livelihood benefits, biodiversity conservation, and watershed
protection are some of the social and ecological co-benefits REDD+ is expected to produce.
The World Bank suggests that the inclusion of co-benefits generated through REDD+ can be
instrumental in advancing REDD+ in situations in which the price of carbon is less than the
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opportunity cost of preserving forests.109 While the World Bank is optimistic about the range
of benefits that could accrue to a variety of actors over the short- and long-term, many forestdependent groups have expressed concerns about the distribution of those benefits and the
potentially perverse incentives and trade-offs they entail. For example in the Brazilian
Amazon, large landowners were historically responsible for nearly 80% of deforestation. If
REDD+ projects require strict additionality, these landowners would receive the greatest
compensations from REDD+110. Alternatively, farmers practicing swidden agriculture on
small plots may be required to constrain their livelihood practices while receiving lower
REDD+ payments.
Although the mechanisms for distributing and measuring the co-benefits produced by
REDD+ are still being developed, key lessons can be gleaned from past approaches to
sustainable development and forest conservation. Studies demonstrate the importance not
only of how conservation incentives are structured and priced, but also how sustainable
development programs intersect with and address local issues of land tenure, employment,
informal or illegal economic activities, participatory decision-making, technical capacity, and
power differentials among people of different ages, genders, ethnicities, and/or classes.111
In a review of past approaches to sustainable and pro-poor development projects, Pokorny et
al. conclude that some programs have been able to generate important income alternatives,
managerial capacity among smallholders, and beneficial new partnerships.112 Nonetheless,
the authors also observe a variety of inequalities in benefit sharing and access. Smallholders
are often at a competitive disadvantage compared to private companies with greater
administrative and organizational skills to access incentive programs; some program norms
conflict with local livelihood practices (e.g. hunting, agriculture); resulting profits are often
marginal compared to other options; smallholders frequently lack sufficient capital to
continue operations after the program’s initial set-up; and program structures engender
reliance on national and international markets, as well as mediation by external NGOs.113
Other studies of conservation and sustainable development in forested areas raise important
questions regarding the tension between respecting the autonomy and decision-making
processes of indigenous communities and ensuring equitable distribution of program benefits.
Although conservation projects may impact the resource access and livelihoods of all
community members, unequal power relations frequently influence how program benefits are
distributed. Research demonstrates that women, youth, and other forest users who lack voting
power in forest governance decisions are often less-informed about program terms and are
frequently excluded from program benefits while being expected to sacrifice more in terms of
forest access and land use.114 For example, in a study of the Socio Bosque Conservation
program in Ecuador, Krause et al. found that financial benefits were unevenly distributed,
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many community members lacked a thorough understanding of project terms and
management, non-voting youth were among the most affected and least compensated, and
nearly half of the study’s respondents report more conflict in the community since the
program was initiated, leading to accusations of leadership corruption and program
mismanagement.115
Some of the conflicts observed in conservation programs such as the Socio Bosque program
result from reconfigurations in forest governance (e.g. establishing conservation areas in
forest commons) while leaving inequities intact (e.g. the exclusion of women and youth from
decision-making processes). There are no easy solutions in this regard. As Krause et al.
explain, "Interfering with communal decision-making involves a trade-off between respecting
communal autonomy and internal decision-making processes on one hand, and the imposition
of terms and processes to achieve full and effective participation of community members on
the other.”116
The notion of tradeoffs has figured prominently in discussions of REDD+ (particularly if
financed through the carbon market) and raises many of the same concerns that have been
observed regarding the CDM. In a comprehensive literature review of almost 200 studies
evaluating sustainable development across a broad range of CDM projects, Olsen found that
within a market mechanism, tradeoffs exist between sustainable development and economic
efficiency, and that the latter was consistently prioritized.117 Institutional analyses of carbon
forestry have recognized that while tradeoffs exist between market efficiency and local
sustainable development, local benefits are more likely to be generated in areas with clear
land rights and under common property management. 118 However, based on empirical
studies of carbon forestry projects operating within systems of common property
management in Mexico, some scholars have found shortcomings in the carbon projects’
delivery of social and environmental benefits at the local scale.119 In other words, markets
have negatively affected the governance and management often observed in forest
commons.120 As the United Nations, World Bank, and governments at various scales grapple
with appropriate finance mechanisms for REDD+ in forest communities, it is important to
recognize the ways in which carbon markets can weaken the institutional social controls
communities use to manage the commons, thereby compromising the local benefits often
found within collective action arrangements.121
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3. Indigenous Concerns

Whether inhabiting arctic, arid, coastal or forest areas, indigenous peoples (IPs) are among
the populations most affected by climate change. Many IPs live in sensitive ecological zones
that are inextricably linked to their socioeconomic, cultural and spiritual lives. Forestdependent communities are doubly affected by climate change, not only experiencing the
direct impacts of human-induced climate shifts, but also increasingly becoming the target of
climate mitigation policies and programs. Forests are particularly susceptible to climate
change and have been affected by extreme weather events such as drought conditions, which
can exacerbate forest fires, destroy large areas of rainforest and release carbon emissions.
Combined with increasing deforestation from logging, cattle ranching, and agricultural
expansion, these processes create a vicious feedback loop of deforestation and climate
change, which some scholars argue have compromised forest resilience and led to
unprecedented species extinction.122 As these processes will have tremendous social and
ecological impacts, many indigenous peoples strongly support measures to reduce
deforestation and climate change. While indigenous peoples represent a diverse community
and have articulated various positions on REDD,123 there is widespread agreement among IPs
that effective and immediate strategies are required to reverse climate change and
deforestation.
122
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As indigenous areas are among the most forested and biodiverse,124 scholars and policy
makers agree that indigenous peoples represent key stakeholders in the development and
expansion of conservation-based activities under REDD+. Recognizing the potential impacts
of REDD on their communities and livelihoods, IPs have become highly visible actors in the
REDD+ process and have sought to influence policies pertaining to safeguards, sovereignty,
financing and the clarification of land rights.125 There is a certain irony, however, that the
communities with relatively low carbon footprints are being enrolled in strategies to solve a
problem largely driven by fossil fuel combustion elsewhere.
As previously mentioned, some scholars argue that, if successfully implemented, REDD+ can
reduce deforestation and restore degraded areas in a cost-effective manner that also ideally
generates social and ecological co-benefits.126 However, REDD+ pilot projects, Payments for
Ecosystem Services (PES), and carbon forestry projects, to date, have shown mixed results in
practice. The possible risks and concerns associated with REDD+ are in some ways similar to
those found in integrated conservation and development programs (ICDPs), which emerged
in the early 1980s and aimed to also simultaneously provide global public benefits as well as
sustainable local development.127 One of the main concerns about REDD+ is exclusion from
forests and/or restrictions on resource access, which some groups experienced in the wake of
conservation and even ICDPs. This issue is of particular concern in contexts where
indigenous peoples lack formal land rights or land tenure is unclear. In areas where land
rights are disputed, REDD+ may facilitate progress in securing indigenous land rights or
result in (re)centralized control of forests at the expense of indigenous communities.128 In
many cases, REDD+ pilot projects have been inserted into communities with a high degree of
land tenure insecurity. 129 To date, efforts to clarify tenure through REDD+ have been
minimally effective, locally-based and/or piecemeal. Due to the politically charged nature of
national land reform and the time and resources required to negotiate contentious tenure
disputes, comprehensive tenure clarification is unlikely to happen before REDD+ projects are
initiated. Land rights, therefore, represents an area of significant concern for IPs, civil
society, and researchers involved in REDD+.130
The form of land tenure, whether individual titles, communal land tenure, or indigenous
territory, clearly matters. While the clarification of territorial rights can be instrumental to
protecting indigenous peoples’	
  sovereign rights and help resolve competing land use claims,
property titles can also accelerate land use change as land values and property sales
increase.131 In addition, informal forest users and/or non-voting community members can
often become marginalized in the tenure process as rights are clarified for others.132
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The form and distribution of REDD+ benefits is another area of significant interest to
indigenous and forest-dependent peoples. Based on experience with sustainable and pro-poor
development projects in the Amazon, Pokorny et al. conclude that “[t]he great majority of
Amazonian forestry development projects …had surprisingly few lasting positive effects on
the local situation.”133 They found that while managerial capacity was enhanced among
smallholders, financial benefits were marginal, uneven, and often low in comparison to other
land use options. The financial failing of such projects is the result of several factors: 1)
Smallholders often have a competitive disadvantage compared to private companies in terms
of administrative/organizational skills and access to resource inputs; 2) Smallholders
frequently lack sufficient capital to continue operations after initial program establishment;
and 3) Reliance on national/international sales require constant NGO mediation, which
further reduces financial benefits to communities. 134 More broadly, this failure can be
explained by the insertion of projects into an already existing political economic context of
unequal social relations. Therefore, the project outcomes tend to favor particular actors over
others. There are concerns that REDD+ may result in similarly uneven benefit sharing as
found in earlier sustainable development projects.
Establishing effective safeguards to reduce or eliminate potential negative impacts of REDD+
is another area of interest for many indigenous peoples. Indigenous peoplesʼ representatives
and vocally active groups have played important roles in influencing debates on issues such
as the inclusion of safeguards and respect for the United Nations Declaration on the Rights of
Indigenous Peoples (UNDRIP) in REDD+ policies.135 Core safeguards under the UN-REDD
Programme include local stakeholder participation, Free, Prior and Informed Consent
(FPIC), transparency, respect for the knowledge and rights of indigenous peoples,
conservation of biodiverse forests, and protection against leakage. While these safeguards are
comprehensive in scope, they lack specificity and legal authority and are often framed in
some of the weakest language in international law. 136 In the UN-REDD text, national
governments are given the ultimate authority to design country-led safeguards, which may be
weak and/or unenforced, ultimately proving unsatisfactory to indigenous communities.137
Furthermore, while UNDRIP certainly represents an important milestone for indigenous
peoples and has been included under UN-REDD safeguards, UNDRIP is not legally binding
and may ultimately lack the necessary force to protect the rights of indigenous peoples.
Meaningful participation in climate change negotiations is another key issue for indigenous
peoples. Many indigenous peoples agree that to date international treaties have been
insufficient for solving the climate change problem and they link that failure to the lack of
meaningful inclusion of indigenous peoples in negotiations.138 A similar argument was made
in 1989 by COICA139 to explain the failure of conservation in the Amazon.140 Although the
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participation of local communities has been highlighted by the international community and
has received considerable attention in climate negotiations on REDD+ policies, meaningful
local participation in the design and implementation of REDD+ has been negligible.141 For
example, the highly technical nature of REDD+ has limited the participation of indigenous
peoples to minimal data collection and monitoring. Nevertheless, while indigenous peoples’
involvement in decision-making around REDD+ has been circumscribed, IPs are increasingly
participating in international negotiations as a strategy to influence the process.
In international arenas, indigenous peoples participate in a variety of ways. The World
Bank’s FCPF program involves indigenous peoples in capacity-building activities associated
with REDD+ Readiness. 142 The Bank has also held dialogues and workshops with
indigenous peoples to share information and field questions about FCPF and the possible role
for indigenous communities. The UN process involves indigenous peoples in more
substantive ways, mainly through their participation on the UN-REDD Programme Policy
Board143 and as observers. However, participation on the Policy Board is limited to one
indigenous leader, and observers are chosen from a selected number of indigenous groups
facilitated by UN-REDD. The newly appointed Special Rapporteur of Indigenous Peoples,
Victoria Tauli-Corpuz, has been highly active in promoting indigenous rights within UNREDD. Some argue that this type of alignment with the UN process risks legitimatizing
global polices that may further marginalize indigenous groups.144 However, others argue that
participation in the process represents an important way to influence the direction and scope
of REDD+, and ensure indigenous rights are respected and secured.145
The practices and traditional ecological knowledge of indigenous peoples may also provide
guidance on REDD+, not simply as a mitigation and adaptation strategy, but also as an
approach to long-term sustainable land-use planning. Traditional ecological knowledge is
defined as “a cumulative body of knowledge, practice, and belief, evolving by adaptive
processes and handed down through generations by cultural transmission, about the
relationship of living beings (including humans) with one another and with their
environment”.146 This relationship between humans and nature is captured by the concept
Buen Vivir (literally ‘good living’	
  in Spanish). This term from South America draws in large
part on the cosmovision of indigenous peoples and offers an alternative approach to top-down
and market-driven forms of development. Buen Vivir embodies a dynamic and locally based
model. It indicates that the one-size-fits-all model typical of REDD-Readiness is likely to fail
to support the diversity of indigenous knowledge systems present in different forest
communities. According to Tauli-Corpuz and Lynge, “As stewards and custodians of the
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world’s biodiversity, cultural diversity, and traditional ecological knowledge, indigenous
peoples can contribute meaningfully to the design and implementation of more appropriate
and sustainable mitigation and adaptation measures”.147 Due to their relatively low carbon
footprint, the land use practices of indigenous peoples represent important models for climate
change mitigation. Even despite ongoing struggles against deforestation, mining, fossil fuel
extraction, and large-scale agricultural plantations, IPs have been successful in maintaining
carbon stores in trees and in the ground.148
Finally, many indigenous peoples have challenged the commodification of nature through
carbon markets. The ongoing struggles around REDD+ illuminate a fundamental difference
in worldviews between market-based and indigenous perspectives on climate change and
sustainability. 149 A market-based view prioritizes cost-effective strategies and the
commodification of ecological services, thereby utilizing the same economic tools and
capitalist logic that arguably have been the underlying source of the climate change problem.
In contrast, an indigenous, bio-cultural and ecosystems approach emphasizes respect for
human rights and the generation of non-carbon benefits over cost concerns. Thus far,
mainstream and dominant approaches to REDD+ have been more aligned with a marketbased approach and REDD+ financing is likely to continue in this vein. Solutions derived
from the commodification of nature have largely failed to produce desired benefits across
scales and in many cases have generated negative social and ecological impacts, as
demonstrated by numerous empirical studies of PES, carbon forestry, and earlier ICDPs150.
The failure of many of these projects based on the market logic of	
   	
   ‘selling nature to save
it’151 suggests that we need to consider radically different approaches if we are to effectively
and equitably tackle the climate change problem. The concept of Buen Vivir offers an
important perspective for imagining and creating a new vision for development driven not by
capital accumulation but by a deep understanding of the interrelationships between humans
and nature.
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4. Country Profiles
In the next section, we provide seven case study profiles of countries involved in various
stages of REDD+. They include the countries of Mexico, Indonesia, Guyana, Peru, Ecuador,
Tanzania, and Brazil. Each represents a different historical and geographic context of
indigenous people’s relationship to REDD+. In each case, we provide the country
background with respect to REDD+, challenges to implementation, and issues of particular
relevance to indigenous communities.
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MEXICO

Country Background
Mexico is among the top five most biologically “mega-diverse”	
  countries and is home to
the highest number of pine and oak species in the world.152 It boasts a combination of
temperate and tropical forests covering nearly a third of the nation’s territory. Rural agrarian
communities and indigenous groups own 70% of Mexico’s forested area.153 Mexico averaged
a 0.24% deforestation rate between 2005-2010 (0.13% in primary forest).154 The main causes
of deforestation include: 1) conversion of forestland to pasture; 2) slash-and-burn agriculture;
3) illegal logging; and 4) natural disturbances.155
Between 2003-2011, the National Forestry
Commission (CONAFOR 156 ) implemented 5,085
projects for Payment for Ecosystem Services (PES).
Mexico is also home to a growing number of forestrybased carbon offset projects largely servicing the
voluntary carbon market. Mexico’s experience with
PES programs, carbon offset projects, as well as
community forest management has been applauded by
the World Bank and facilitated Mexico’s admittance to the FCPF for REDD+.
Mexico’s National REDD+ Strategy is still being formed. Mexico has taken a territorial
approach to REDD+ that is not yet consolidated under one program or policy. According to
Mexico’s REDD+ Vision and Readiness Preparation Proposal (R-PP), all REDD+ activities
152
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must have national, regional, and local consultation processes. Various REDD+ programs are
emerging at the state and project level in Mexico. The state of Chiapas, for example, has a
Memorandum of Understanding (MoU) with the state of California (USA) to develop and
implement REDD+ projects. In the future, these projects will be used to generate offsets for
sale on California’s carbon market in an effort to meet the state’s targets for emission
reductions. In addition, REDD+ Early Action includes pilot programs in the Mexican states
of Campeche, Chiapas, Jalisco, Quintana Roo, and Yucatan. These programs attempt to
increase sustainable forest management and reduce deforestation. The activities are designed
through participatory processes with communities and have a five-year investment plan
detailing benefit-sharing arrangements.
Mexico’s National REDD+ Strategy identifies forest owners as the legal owners of the
carbon contained therein and the Law for Sustainable Forest Development establishes that
forest owners must be adequately compensated. Nonetheless, there is still a debate regarding
whether payments should be processed through the national government or made as direct
carbon payments to property owners themselves.
For MRV, Mexico envisions developing an integrated data set that combines multi-scale
information from project, sub-national, and national levels. It proposes to combine remote
sensing and ground-based forest inventories, and to seek opportunities for involving
communities in monitoring activities.
Mexico has taken significant action on REDD+ since COP13 in Bali. In a submission to
the SBSTA157, the Mexican government emphasized the importance for FPIC, capacity
building, land tenure, and the role of communities in measuring and monitoring carbon
projects158. Furthermore, President Calderon signed a bill in 2012, a key element of which
was a climate change fund that would, in part, support REDD+ activities. While project
implementers have attempted to include indigenous and forest-dependent peoples in projects
that might be considered precursors to REDD+ (PES, carbon offsets, community forest
management), there have been formidable challenges at multiple scales.

REDD+ Challenges
State- and local-level REDD+ initiatives are developing quickly in Mexico and there are
concerns regarding how these programs will be harmonized under one National REDD+
Strategy. Mexico still lacks a robust definition of forests in its legal framework, causing
concerns that questionable practices such as monocultures and tree plantations will be
included within REDD+. The methods for measuring and ensuring social and environmental
safeguards are also still pending.
In an evaluation of Mexico’s PES programs, McAfee and Shapiro found that these
programs did not address the drivers of ecological degradation or the inequities and
unresolved problems of land tenure, resource rights, and local development goals.159 These
are all critical factors for the success of both PES and REDD+. In 2013, a group of farmer
and human rights organizations in Chiapas signed a letter rejecting REDD+. Their rejection
was based on local experiences during the initial voluntary phase of REDD+ in Chiapas.
157
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They observed that REDD+ in Chiapas fails to include and inform indigenous peoples;
includes pine and African Oil palm plantations as “forests”; criminalizes peasant farming
systems; contributes to the loss of agricultural biodiversity; divides communities; and leads to
evictions of indigenous people and farmers.160

REDD+ and Indigenous Peoples
While REDD+ is still fairly new in Mexico and little scholarship exists regarding the
impact of REDD+ on indigenous communities, various reports and letters draw attention to
concerning trends, including a lack of transparency, forced relocation of forest residents, and
the limitations placed on livelihood activities within REDD+ project areas. Existing literature
on PES and carbon forestry in Mexico indicates that many of these issues are not new, but
rather represent permanent features within Mexico’s complex history with sustainable
development.161
In El Triunfo Biosphere Reserve in Chiapas, for example, highland farmers reported
receiving government subsidies for two years in exchange for reforesting half of their lands
and restricting household food production. After two years, the subsidies were suspended and
the community was told they lived in a hazardous area and would be relocated to a
Sustainable Rural City constructed by the state162. Marotta and Coute-Marotta note the irony
that the government has moved the community in order to secure more carbon payments, but
had to clear-cut a section of forest in order to establish the Sustainable Rural City for evicted
residents163.
Other studies report conflicts generated by REDD+ within and between forest
communities. In some cases, payments and other benefits have been distributed unevenly.
Some community members have been given weapons and training to enforce the protection
of the forests. In Natural Protected Areas targeted for REDD+ programs, such as the Montes
Azules Biosphere Reserve in Chiapas, the government has increased its efforts to evict
populations located within these areas.164 If residents refuse to relocate, the government has
resorted to cutting off medical services and emergency transport to these areas in order to
pressure communities to leave.165 Although literature is still limited on REDD+ in Mexico,
the impacts observed already in areas in the early stages of REDD+ pilot projects draw
attention to the unpredictable and uneven nature of project benefits, and expose worrisome
practices of state coercion and even violence in implementing REDD+ programs.

REDD+ in Mexico
• 11 REDD+ projects; 38 REDD-Readiness Initiatives
• World Bank FCPF Country
• UN-REDD Partner Country
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• In 2010, a Memorandum of Understanding was signed between the governors Chiapas,
Mexico and California to facilitate an offset program for REDD+ in Mexico that would link
to Californiaʼs carbon market.
• The Mexican states of Chiapas, Campeche, Jalisco, Quintana Roo and Tabasco are
members of the Governors' Climate & Forests Task Force (GCF)
• Mexico has a National REDD+ Strategy. It officially supports REDD+ under UNFCCC and
encourages community-based forest management for REDD+ implementation. In addition,
it supports both public and private market-based financing for implementation, as well as
subnational implementation in the interim.
• Mexico is beginning to use REDD+SES.

Key REDD+ Actors
166
• The Secretary of Environment and Natural Resources (SEMARNAT ) is a coordinating
agency for REDD+ activities.
167
• Mexico’s National Forestry Commission (CONAFOR ) has been leading the country’s
National REDD+ Strategy.
• The REDD+ Working Group is a multi-stakeholder technical advisory committee
• Various NGOs and civil society groups

REDD+ Funding
• Through the FCPF, the World Bank has pledged US$3.8 million to Mexico’s REDDReadiness activities.
• Norway has provided Phase 1 support to Mexico to identify target areas for REDD pilot
projects under the FCPF. Norway has also signed a MoU with Mexico to develop its
Reference Scenario.
• Mexico has also been selected as a pilot country for The World Bank’s Forest Investment
Program (FIP). As projects are FIP approved, Mexico could soon accept funds from this
program
• The R-PP requires some activities be co-financed by the government and other sources.
Mexicoʼs General Law on Climate Change establishes a climate change fund, which
includes funds for REDD+.
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INDONESIA

Country Background
Indonesia is a highly diverse country, containing the third largest area of tropical
rainforest in the world, and the fourth largest forest carbon stock.168 A country with a
population of 240 million inhabitants, Indonesia is home to an estimated 50-70 million
indigenous peoples according to a national indigenous peoples organization.169
Indonesia’s territory is 68% forest cover, including carbon-rich old growth forests,
rainforests, and peatland forests.170 The annual deforestation rate between 2005 and 2010 was
0.71%, representing 60% of the country’s carbon emissions.171 Main drivers of deforestation
include agricultural expansion (palm oil and monocultures), small-scale agriculture, legal and
illegal logging for pulp, paper and timber, oil extraction, mining, and forest fires.172
A 1967 forestry law designated all lands
as either proprietary or state-owned,
regardless of customary land use, placing
62-69% of Indonesia’s forests under the
control of the Ministry of Forestry. 173 A
2013 constitutional court ruling decided that
customary use forests are not de facto state
forests, but very little land titling of forests
168
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to communities has occurred. In 2009, communal forest management was officially
recognized on only 0.5% of the forested area in Indonesia174 and forest tenure remains highly
uncertain for many forest-dependent communities.175
Indonesia has made substantial commitments to reduce deforestation and engage with
REDD+. In 2009, then president Yudhoyono	
   made a commitment to reduce the country’s
carbon emissions from a “business as usual scenario”	
   by 26% unilaterally or by 41% with
international aid by the year 2020.176 In 2011, the government signed a joint agreement with
Norway, receiving significant funds to facilitate the development of REDD+. This included a
moratorium on granting new concessions in old growth forests and peatland forests. While
this was a large gain for limiting carbon emissions from carbon-rich peatlands, the scope of
the moratorium was limited. Larger areas of rainforests can continue to be logged if they are
not old growth; a rush of permits was issued immediately before the moratorium; permits
could still be issued for these prohibited areas if a sugarcane plantation for biofuel production
was created; and a list of degraded lands available for development was expected to include
much forested land.177 This moratorium was extended for two additional years in 2013,
although it was not strengthened.178 Indonesia is on the forefront among REDD+ nations in
passing national legislation, and has already passed several laws addressing REDD+
implementation, demonstration activities, and licensing.179

REDD+ Challenges
Indonesia is more advanced in the development of REDD+ than most participating
countries. Major issues that have emerged are (1) insecure land tenure; (2) lack of stakeholder
participation; and (3) continued exploitation of forest resources.
Land tenure issues in Indonesia are particularly difficult to resolve because most forested
land has been held by the state with little effort to transfer titles to community users. In
Sunderlin et al.’s comparative study of REDD+ sites in five countries, Indonesia had the
highest rate of tenure insecurity (85% of study villages). There were also high rates of
external users extracting from forests (90% of study villages).180 Recent rulings by the
constitutional court have benefitted customary users on paper, but this has yet to be seen
extensively in practice and many still do not hold land titles to the forests they rely on.181 If
the state holds title to the land, it can declare a REDD+ project in a region without
community consent. 182 Corruption and lack of coordination among bureaucracies has
exacerbated the inefficiency of state forest management and titling.183
Free, prior and informed consent has not been properly conducted for many REDD+
projects in Indonesia. Some pilot studies have refrained from using the label “REDD+”,
174
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primarily for fear that long-term REDD+ funding will not materialize.184 A statement from
the forest organization Mantir Adat (Custom Keepers) in Central Kalimantan called for the
end of REDD+ in their area because of the imposed nature of the projects. Nonetheless,
several signers eventually retracted this statement, illustrating the confusion and contention
around REDD+.185 While, there has been a push to include safeguards in Indonesia’s REDD+
framework, their formalization is still in progress.186
A fundamental concern for the effectiveness of REDD+ is the continued profitability of
unsustainable use of forests. Indonesia has long used its forests for profit and export, and
today focuses intensively on palm oil and paper pulp. Elites who have profited from these
industries are very wealthy and politically powerful.187 It will take a high price of carbon to
compensate for these foregone opportunity costs and ensure forests are not converted to these
lucrative land uses.188

REDD+ and Indigenous Peoples
The government of Indonesia has no unifying piece of legislation recognizing indigenous
groups. Government officials have at times claimed that nearly the entire country is
comprised of indigenous peoples, and thus no groups can claim special rights based on their
indigeneity.189
In addition to encountering the same challenges with REDD discussed above, indigenous
groups suffer from a lack of formal recognition. Indigenous inclusion in the REDD+ planning
process has occurred through civil society organizations representing them and other local
communities. 190 Additionally, indigenous groups experience widespread land tenure
insecurity, leading some to argue that indigenous rights and secure tenure must be a
prerequisite for participation in REDD.191 The recently created Licensing Decree dictates that
REDD+ financial benefits should be divided 70% to the community, 10% to the government,
and 20% to the project developer, but it remains to be seen if this distribution of benefits will
be put into practice.192

REDD+ in Indonesia
• 29 REDD+ projects; 45 REDD-Readiness initiatives
• UN-REDD partner country
• World Bank FCPF participant
• Several provinces in Indonesia (Aceh, Central Kalimantan, East Kalimantan, Papua, West
Kalimantan, West Papua) are members of the Governors' Climate & Forests Task Force.
• The Government of Central Kalimantan has used REDD+SES.
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Key REDD+ Actors
• A REDD+ Task Force was appointed by the president in 2011 after the Letter of Intent was
signed with Norway; however, there are tensions among different ministries (such as the
Ministry of Forestry) and other levels of government over responsibility for REDD+
development.193
• There are also 10 working groups that consist of both government and non-governmental
representatives. International and national NGOs are actively involved in capacity building
and pilot projects.194
REDD+ Funding
• Indonesia has received more international funding for REDD+ than any other country, and
has been promised US$4.4 billion from all financers via loans and grants.195
• Australia and Indonesia formed a forest carbon partnership in 2008, providing up to
AU$100 million (US$87.7 million).196
• Indonesia and Norway signed a letter of Intent in 2011 that provided US$1 billion towards
setting up REDD+.197
• Other major funders include the German government and the World Bank’s FCPF.
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GUYANA

Country Background
Located in the northeastern corner of South America, Guyana’s heavily forested country
ranges from rainforest to dry evergreen forests and marsh forests. As of 2010, 87% of
Guyana’s land area was covered by forests and registered an estimated annual deforestation
rate of 0.06%.198 A 2011 government study identified mining as the principal driver of
deforestation in Guyana, however other causes include infrastructure, agricultural conversion,
illegal logging, and fire.199 The country forms part of the Guiana Shield Rainforest and has an
estimated 1,200 vertebrate species and over 6,000 plant species.200 Guyana has very low
levels of economic development and is highly dependent on agricultural commodities and
extractive industries (e.g. gold and bauxite). Eighty-four percent of
forests in Guyana are owned and managed by the state, with much
of the remaining forests (14%) under communal control by
indigenous Amerindians.201 There are still pending issues regarding
untitled Amerindian communities.
Guyana is pursuing a Low Carbon Development Strategy
(LCDS) with funding from Norway. This strategy aims to increase
enforcement of environmental regulations, create employment
opportunities, and provide forest communities with an Opt-in
mechanism to join the national-level REDD system linked to the
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State Forest Estate.202 Titled Amerindian Communities have the option to join the agreement
and also receive payments through the national REDD mechanism. A MRV System is being
developed to establish the metrics by which performance-related payments will be made
throughout the MoU with Norway. 203 Interestingly, these metrics will not consider the
deforestation caused by the construction of Amaila Falls Hydropower Facility (funded by the
Guyana REDD+ Investment Fund).204
Guyana is officially committed to abiding by the principle of Free, Prior and Informed
Consent (FPIC). Although there are no subnational REDD programs, there are a number of
conservation projects and payment for ecosystem services (PES) programs overseen by
international institutions such as Conservation International and Canopy Capital.

REDD+ Challenges
There has been some confusion regarding why Norway chose to support Guyana’s Low
Carbon Development Strategy (LCDS) given the minimal relationship between the two
countries and numerous reports warning that the partnership presented high risks due to
government corruption and political oppression.205 A number of problems have developed in
Guyana’s approach to REDD. In 2013, political disagreements led development company
Sithe Global to withdraw from the REDD+ Amaila Falls Dam Project after which the InterAmerican Development Bank (IDB) stopped due diligence on the project. In the same year,
Norway delayed REDD+ payments to Guyana while it worked on “improving the financial
mechanisms”	
   of REDD+.206 Part of the problem has been the failure of Guyana’s Office of
Climate Change to produce the concept notes required for REDD+ projects.

REDD+ and Indigenous Peoples
There are numerous conflicts in Guyana regarding overlapping claims of indigenous land
rights and extraction concessions. In recent years, Guyana’s High Court has repeatedly ruled
in favor of mining interests. One of the most controversial rulings concluded that indigenous
peoples are not permitted to cancel any mining permits issued before their territorial rights
were formalized under the law.207 In the case of the Isseneru Village, for example, this ruling
has meant that the newly won titles to traditional indigenous territory are overrun by mining
concessions.208 Of course, this not only affects indigenous peoples’	
   ability to participate in
REDD+, but also the integrity of their control over their own territories and livelihoods.
Another concern is the failure of the Guyana Forestry Commission (GFC) to address illegal
logging.
In a Verification Audit of Guyana’s REDD+ program, the Rainforest Alliance concluded
that of ten indicators, Guyana had only met three, while another four were only partially met
and three were entirely unmet.209 The three indicators Guyana has failed to meet are: 1)
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transparent and effective consultation with stakeholders; 2) the protection of indigenous
peoples’	
  rights; and 3) development of specific measures to reduce forest degradation within
the forest sectors. Amerindian communities in Guyana are particularly concerned about
transparency issues around REDD+ and observe that many of their land titling concerns have
not been addressed within the time frame established by the Amerindian Act.210 While some
indigenous communities are interested in the “Opt-in”	
   option for Guyana’s REDD+ program,
there is also concern that communities who opt-out will be excluded from demarcation
funding, thereby forestalling the land titling process for non-REDD communities.

REDD+ in Guyana
• Guyana is a World Bank FCPF pilot country and a UN-REDD Partner country
• Guyana is developing a national-level REDD system as part of its Low Carbon
Development Strategy

REDD+ Actors
• Guyana’s Office of Climate Change (OCC) oversees issues related to climate change,
including REDD and the LCDS.
• The Guyana Forestry Commission is in charge of the technical implementation of REDD.

Funding
•

•
•

In 2008, Norway signed a Memorandum of Understanding (MoU) with Guyana committing
up to US$ 250 million over five years (2010 - 2015) to help Guyana implement its LCDS
through the Guyana REDD+ Investment Fund (GRIF) overseen by the World Bank. GRIF
includes funds for proposed projects such as the Amaila Falls Hydropower Facility, the
demarcation of Amerindian Lands, and Institutional Strengthening of REDD+.
Other REDD funding comes from Inter-American Development Bank (IDB), Conservation
International, and KfW (German development bank) to strengthen government institutions
overseeing REDD+.
Guyana expects to receive US$3.6 million through FCPF to implement Readiness
Preparation Proposal (R-PP) activities.
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PERU

Country Background
Peru is a country of immense biological and cultural diversity. With over 21,462 plant
and animal species, Peru is considered a mega-diverse nation. Forty-five percent of Peru’s
population is indigenous and more than 65 ethnic groups inhabit the Amazon Basin of Peru.
The country’s many biomes range from arid coastal plains to the Andes Peaks to the tropical
forest of the Amazon Basin, the latter of which constitutes the vast majority of Peru’s
territory.
Sixty percent of Peru’s land area is forested (73.3 million hectares). While formal rights
are still pending in many areas, 20-40% of these forests are located in indigenous territory.211
Peru has an annual deforestation rate of 0.2 percent and
deforestation is identified as the primary source of greenhouse
gas emissions in the country. 212 The main drivers of
deforestation include agriculture and livestock, urban
development, communications infrastructure, mining, and oil
extraction. In 2008, Peru’s government announced its intention
to reduce deforestation to a rate of zero by the year 2021.
Peru has a weak system of land tenure213 and there are
many conflicting claims on land rights and usage concessions.
As of 2013, a bill was in Congress to recognize holders of forest
rights as entitled to economic benefits from ecosystem services.
Until now, indigenous peoples have had use rights, but not
211
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ownership rights to the forests.
Peru takes a nested approach to REDD+ (with varying rates of implementation at
different scales). There are REDD+ programs at the national, subnational, and project level.
Some of these projects are linked to REDD-readiness through support from private
institutions or NGOs; others are carbon sequestration projects linked to the voluntary carbon
market. There is very little communication between the projects. Peru proposes a national
MRV system for REDD+. However, as of 2013, Peru still lacked a national system for MRV,
though it does have several pilot initiatives. Both the R-PP and the FIP require stakeholder
involvement in design and implementation of REDD+ in Peru.

REDD+ Challenges
There are three general areas of concern regarding the implementation of REDD in Peru:
1) Economic and political conditions continue to be conducive to increased deforestation and
degradation; 2) Land tenure disputes and overlapping usage claims; and 3) Inequalities and
lack of clarity in REDD+ design and implementation.
Peru is considered to have low institutional capacity for law enforcement, forest
monitoring, and the prevention of illegal forest degradation. There are significant overlaps
between original land rights belonging to indigenous people and the legal (or illegal) access
rights acquired for activities such as mining, agro-industrial plantations, and oil and gas
exploitation.214 Although 15 million hectares of tropical forest are legally recognized as
having some form of indigenous ownership or management, there are at least another 8
million hectares with pending applications as indigenous reserves.215 These indigenous claims
often overlap with pending concessions to oil, gas, or other extractive industries.
Peru lacks an integrated land-use plan for the nation, allowing for contradictions to exist
between policies at different scales of government. The lack of effective management and
oversight means that REDD+ programs are being developed at the same time that forest
degradation continues and is even allowed to expand. For example, in 2013, The Guardian
found that the illegal gold mining occurring in “Madre de Dios, Peru, exceeds the combined
effects of all other causes of forest loss in the region, including from logging, ranching and
agriculture.”216 Similarly, the government has announced a new law that intends to expand
investments in Peru’s oil and gas sector, potentially violating indigenous peoples’	
  rights and
territorial claims.217
The establishment of a baseline to verify REDD+’s contribution to reducing deforestation
rates is also deeply problematic. For example, the REDD+ project run by Conservation
International (CI) in the Alto Mayo Protected Forest located in the Peruvian Amazon has
been accused of using a “Cumulative Deforestation Model”	
  that allowed CI to “dramatically
increase the baseline deforestation rate”	
   by three times what was observed using other
baseline instruments.218 The manipulation of baselines in this manner not only affects the
amount of carbon payments allotted, but, more importantly, distorts measurements of how
much carbon is actually sequestered as a result of project interventions.
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REDD+ and Indigenous Peoples
Amazonian people depend on tropical forests for their livelihoods. A thorough review of
REDD+ projects in Peru by AIDESEP (Inter-Ethnic Association for the Development of the
Peruvian Amazon) and Forest People’s Programme highlights the numerous concerns
regarding how indigenous peoples are (and are likely to be) affected by REDD.219 Generally,
these projects fail to secure free, prior and informed consent (FPIC) with indigenous
communities; operate with low levels of transparency; fail to provide clear guarantees of
indigenous and local peoples’	
   forest use and access rights; and allow intermediaries to charge
exorbitant fees for technical services.220
Of 35 projects in various stages of REDD+ in Peru, 11 are planned in recognized
indigenous lands and 8 are operating in customary lands that have not been legally
recognized.221 Indigenous peoples’	
   concerns regarding REDD+ programs in Peru include
fears that REDD+ could lead to massive land grabs of indigenous lands where legal rights are
still pending; that it will fail to reduce contradictory policies encouraged by other government
sectors (e.g. mining, oil/gas, agro-industry); that it will allow unregulated projects in
indigenous territories and exploitation by “carbon cowboys”; and that it will lead to increased
conflicts over land and resources. 222 In addition, a letter from AIDESEP to the Forest
Investment Programme in 2013 observes that the FIP’s revised investment strategy withdraws
agreements made with indigenous peoples in public workshops and in consultation with
AIDESEP, thereby significantly eroding indigenous peoples’	
  trust in the REDD+ process.223
In an analysis of key stakeholders involved in Peru’s REDD+ programs, White observes
that tensions over REDD+ have led to important dialogues nationally and internationally224.
Nonetheless, White also concludes that the government and World Bank approach to REDD+
is incompatible with the Alternative REDD+ suggested by AIDESEP, requiring “parallel
implementation…for them to co-exist.” 225

REDD+ in Peru
• 19 REDD+ projects; 16 REDD-Readiness initiatives
• UN-REDD partner country
• World Bank FCPF participant
• Several Peruvian states (Madre de Dios, Amazonas, Loreto, San Martín, Ucayali) are
members of the Governors' Climate & Forests Task Force (GCF)
• REDD+SES Safeguards are starting to be used in the San Martín region

Key REDD+ Actors
• The Ministry of Environment is the principal agency overseeing REDD+. However,
regional governments also play a key role in surveillance and natural resource control. Peru
219
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has yet to establish an institution specifically assigned to oversee REDD+ readiness.
• OCBR (Órgano de Coordinación de Bosques y REDD+),	
   the coordinating body for forests
and REDD+, oversees the design and implementation of REDD.
226
• Indigenous groups (AIDESEP and CONAP ) have been added to the FIP Steering
Committee and have formed an Indigenous REDD+ Group to facilitate indigenous dialogue
with REDD institutions and the state.

REDD+ Funding
227
• The World Bank’s Forest Investment Plan approved US$ 50 million for REDD+ in Peru .
• Pilot MRV initiatives have support from the German Development Bank, the Gordon and
Betty Moore Foundation, and the Japan International Cooperation Agency.
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ECUADOR

Country	
  Background
Ecuador is a relatively small (283,561 km2) yet mega-diverse country. It is home to 18%
of the world’s bird species, 10% of vascular plant species, 8% of mammal species, and 10%
of amphibious species. This diversity is due to the vastly different eco-regions contained
within the country’s borders, namely the Galapagos islands, mountainous Andes, coastal
plains, and Amazon basin region.228 The nation is also home to an array of indigenous
groups that comprise 14% of the population.229
Thirty-six percent of Ecuador’s national territory is
forested, 80% of which is contained within Ecuador’s
portion of the Amazon basin. 230 The majority (65%) of
Ecuador’s forests are under local and indigenous
ownership. 231 Annually, Ecuador’s deforestation rate
between 2005 and 2010 was 1.89% or 198,000 hectares per
year, one of the highest in Latin America.232 Primary drivers
of deforestation include agricultural expansion (including
agro-industrial production such as palm oil), logging,
mining, oil extraction, and infrastructure expansion. 233
Reducing deforestation and mitigating climate change have
been addressed as legislative national priorities at the same
228
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time that resource extraction continues for export.
Agrarian reform laws of the 1960s and 1970s that encouraged occupation of indigenous
lands have shaped land tenure in Ecuador. A 1964 law declared large portions of indigenous
ancestral land as tierras baldías (or vacant lands), facilitating settlement and encouraging
deforestation to secure de facto land tenure.234
The Ministry of the Environment235 (MAE) coordinates all REDD+ activities, including
the REDD-Readiness initiative Socio Bosque. In anticipation of REDD+, this incentive
program was established in 2008 to provide annual payments to private and communal
landowners for forest conservation. Payments start at the low rate of US$30 per hectare and
are founded on 20-year contracts that have the potential for renewal. As of October of 2012,
there were more than 123,000 beneficiaries of the Socio Bosque program.236
Currently, preparations for REDD+ are occurring on both the national and project levels.
Ecuador’s REDD+ program has incorporated REDD+ Social and Environmental Safeguards,
as it is a pilot country for these voluntary standards that focus on indigenous and local
community rights, biodiversity, and social/environmental benefits.237 A National Advisory
Committee (COASNA 238) has been created to facilitate stakeholder participation in the
National Joint Programme in charge of developing REDD+ for the country. Members of the
committee include representatives from the government, civil society, and indigenous
groups.239

REDD+ Challenges
Several challenges have emerged in the implementation of REDD+ in Ecuador, including:
(1) inequality generated via the Socio Bosque program; (2) lack of clarification regarding
ownership of ecosystem services; and (3) continued extraction of lucrative oil reserves.
Socio Bosque provides an opportunity to investigate the effects of a PES program in
Ecuador before REDD+ is fully implemented. Distribution of knowledge remains a large
barrier to equitable and full participatory involvement in the program. Many communities
entered the program based on votes in the community assembly, but most members did not
know how the incentives were managed or the terms of the agreement. Program benefits are
distributed based on existing community power hierarchies rather than according to the
burden of implementation and foregone opportunity costs. For example, women were less
informed about the program and may sacrifice more land access for conservation without
receiving increased payment. Krause et al.’s case study illustrates that inclusive participation,
information sharing and incentive management should be improved and community
hierarchies of power should be buffered240. However, Krause et al. also note that efforts to
enforce equity in benefits sharing and participation may violate community autonomy.241
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Long-term funding for Socio Bosque remains uncertain, agency coordination is not
smooth, and payments are low compared to lost opportunity costs.242 Although REDD+
programs demand proof of additionality, Socio Bosque does not. New REDD+ programs may
not reward communities who have been successful forest conservationists and who currently
benefit from Socio Bosque’s financial incentives.243
Ecuador’s 2008 Constitution was drafted with considerable input from indigenous groups
and is considered the world’s first “eco-constitution.”244 However, its interpretation has been
subject to controversy. The Constitution gives the state authority over forests and declares
that “environmental services are not susceptible to appropriation; [and] that their production,
provision and use will be regulated by the National Government”.245 It is thus unclear how
and to what degree indigenous peoples and forest dependent communities will benefits from
ecosystem services, since they will be largely controlled by the state.
At the same time that it is promoting REDD+, the Ecuadorian government continues to
permit the exploitation of vast oil reserves in the country. The national government owns
subsurface rights and oil sales have played an invaluable role in the country’s economy,
constituting more than half of the country’s exports for the first 30 years after oilʼs
discovery.246 Oil exploration continues to be permitted in indigenous-controlled lands and
protected areas.247 The national government attempted to prevent drilling in the oil-rich
Yasuní-ITT248, offering to leave nearly 900 million barrels of oil in the ground if international
donors provided sufficient funding to compensate for the foregone revenue.249 Unfortunately,
this initiative failed to meet funding goals and President Correa has announced intentions to
begin oil drilling in the area.250

REDD+ and Indigenous Peoples
Indigenous groups in Ecuador have become a powerful coalition, influencing presidential
selections and the writing of the most recent constitution. 251 The Confederación de
Nacionalidades Indígenas del Ecuador (CONAIE) unites indigenous groups from all over the
country. However, it is also important to note that not all IPs feel the organization represents
their interests. Although CONAIE is against both Socio Bosque and REDD+, the
participation of indigenous groups in Socio Bosque continues to increase.252
Because indigenous groups control the majority of forested lands in Ecuador, REDD+
cannot be accomplished in the country without their cooperation.253 Some IPs refuse REDD+
242
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on the grounds that it represents a continuation of neoliberal policies and encourages the
expansion of international markets largely responsible for environmental destruction and
disenfranchisement in the first place.254 Other IPs are demanding increased participation in
the design of REDD+ projects in order to shape the program according to their own needs. It
is clear that REDD+ participation among indigenous groups largely depends on the degree of
internal organization and the dissemination of positive or negative information about the
program.255 For example, the American company Eco-Genesis signed an agreement with the
Waorani group for rights to the environmental services generated by their communal forest
for 30 years without community consultation. Although this agreement was eventually
overturned, it nonetheless serves to illustrate the threat that REDD+ can pose to indigenous
communities and the need for FPIC to be properly enforced.256

REDD+ in Ecuador
• 3 REDD+ Projects; 14 REDD-Readiness initiatives
• UN-REDD Partner country
• The Government of Ecuador has been a key actor in REDD+SES participating in the
development, governance and use of the standards.

Key REDD+ Actors
• The Ministry of the Environment (MAE) oversees all REDD+ activities and includes the
National Department for Climate Change Mitigation and the National Department for
Climate Change Adaptation.
A
• 2010 Executive Decree established the Inter-Institutional Committee on Climate Change
(CICC257) within the MAE to coordinate all national climate change activities.
• Other institutions include the National Joint Program’s executive board that contains
representatives from the MAE, UN, FAO, UNDP, and UNEP, as well as a National
Standards Committee for REDD+ that involves representatives from the government, civil
society, local communities, and indigenous groups.
• National and/or international civil society organizations in conjunction with private
businesses have facilitated pilot REDD projects.

REDD+ Funding
• Funding for REDD+ has come from the Ecuadorian government, the Food and Agriculture
Organization (for a national forest evaluation), GIZ (German Federal Enterprise for
International Cooperation), KfW (the German Development Bank), and the UN-REDD
program.	
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TANZANIA

Country Background
Tanzania’s forests are concentrated in savanna woodlands (90% of the country’s forest
cover). Other forest types included montane, coastal, and mangrove forest, but the majority
of the country relies on the Miombo woodlands for their livelihoods.258 Tanzania differs from
many other REDD+ countries in its lack of recognition of indigenous peoples within its
territory. There are 125-130 ethnic groups in Tanzania yet only 4 self-identify as indigenous
peoples (the hunter-gatherers Akie and Hadzabe and the patoralists Barabaig and Maasai).
These groups consist of over 524,000 people, which comprise just over 1% of the
population.259
Thirty-nine percent of Tanzania’s territory is
forested.260 Within its mainland forest area, 48% is held in
forest reserves, 6% is protected area, and 46% is village and
general open access forests. From 2005-2010 deforestation
occurred at the high rate of 1.16%.261 The main drivers of
deforestation include agricultural expansion, production of
charcoal, firewood extraction, and logging. 262 Forest fuels
from woodlands provide 95% of the country’s energy needs,
both rural and urban, and 75% of the country’s materials for
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construction.263
Most land in Tanzania is designated as village land (70%), in addition to reserves (28%)
and open access general land (2%).264 Much of this village land is not officially demarcated
based on actual land use patterns. 265 The lack of formal land title can limit some
communities’	
   abilities to participate in current carbon sequestration projects (voluntary or
CDM) as well as REDD+.266 Beginning in the 1990s, Tanzania moved toward decentralizing
control over its forests through Participatory Forest Management (PFM). While Tanzania is
often held up as an example of decentralization of forest control, only 10% of forests have
actually achieved community forest management.267 Management occurs through Village
Land Forest Services, in which the village council creates a management plan and takes
responsibility for patrolling, and Joint Forest Management, in which the local community
makes an agreement for management of state lands.268 Within this context, the Tanzanian
government has been developing REDD+ since 2008, with the implementation phase
beginning in 2013. The National REDD+ Task Force contains 13 representatives from
government ministries and 1 from civil society. Since 2012, the Task Force has worked in
coordination with 5 technical working groups to facilitate REDD+. One of the working
groups is developing a participatory method of MRV that in addition to carbon, will also
monitor livelihoods, governance, and biodiversity. 269

REDD+ Challenges
The main concern facing Tanzania is devolving REDD+ benefits to communities who
engage in REDD+ activities. These challenges can be seen in the aforementioned lack of land
right demarcation, as well as the limited range of the Participatory Forest Management (PFM)
process and ineffective stakeholder engagement. Although PFM has become “the overall
guiding principle for forest policy in Tanzania,”270 actual devolution of forest management in
practice is much less common than legislation would suggest. Some villages have been
waiting for approval of their required forest management plans for well over a decade.271 In
response, some have turned to jointly managing state owned lands.272 Mustalahti et al. argue
that while REDD+ could facilitate PFM, REDD+ is likely to be just as slow and even more
complex to implement than PFM.273
Both civil society organizations and indigenous groups (see below) have argued that that
they have been excluded from the process of creating REDD+ in Tanzania. In response to
these criticisms, one civil society representative was added to the REDD+ Task Force, and
working groups were created with representatives from NGOs, civil society, and the private
sector. REDD+ Social and Environmental Standards are being drafted for the country, but
263
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they are not yet included in the national strategy draft. Some REDD+ pilot projects have
voluntarily chosen to use standards of FPIC or obtain Verified Carbon Standard or Climate,
Community, and Biodiversity Standard certification that addresses safeguards. 274
Nevertheless, some communities remain concerned that safeguards may not be enforced on
the ground and may fail to prioritize villagers’ needs. In one case study, Mustalahti et al.
found that villagers were primarily concerned about water scarcity, rural development, and
food security, which were not directly addressed by REDD+ initiatives.275

REDD+ and Indigenous Peoples
The main concern regarding the impact of REDD+ on indigenous peoples in Tanzania is
the lack of recognition of their identity as indigenous. The Tanzanian government does not
recognize the existence of indigenous populations in their territory. As a result, most IPs do
not self-identify as indigenous out of fear of being alienated by the government.276 Many
define themselves by alternative lifestyles but not by their indigeneity. These alternative
lifestyles (hunter gatherers and pastoralists) are actively suppressed by the Tanzanian
government, which raises concerns regarding the ability to protect indigenous concerns raised
by REDD+ in a country whose government is so hostile to these populations.277 Past dealings
with PFM has not been favorable to indigenous peoples, as many indigenous pastoralists are
excluded from decision-making around village lands because they are seen as temporary
migrants instead of stakeholders.278
The process of REDD+ was fairly advanced before civil organizations or indigenous
groups became involved.279 For example, the REDD+ Task Force was created without an
indigenous representative. In response to this exclusion, indigenous groups formed a National
Indigenous Peoples Coordinating Committee on REDD in Tanzania in 2009, and an
indigenous representative was invited to contribute to the final draft of the REDD+ plan for
the country.280

REDD+ in Tanzania
• 9 REDD+ projects; 12 Readiness initiatives
• UN-REDD partner country
• World Bank FCPF participant
• The Government of Tanzania has been a key actor in REDD+SES participating in the
development, governance and use of the standards.

Key REDD+ Actors
• REDD+ project coordination is overseen by the Division of Environment in the Vice
President Office, and the Forest Service manages REDD+ on the ground via the National
REDD+ Task Force. 	
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• NGOs active in Tanzania’s REDD+ include CARE Tanzania, WCS, WWF, African
Wildlife Foundation, Tanzania Forest Conservation Group, and Tanzania Forest
Community Network.281	
  

REDD+ Funding
• Funding has arrived from the UN-REDD Programme (US$ 4.3 million, mostly contributed
by Norway) and the Royal Norwegian Government (US$ 80 million). Norway’s funding
has covered the country’s pilot projects, capacity building, and the enhancement of national
research capacity on climate change.
• Other funders include the UN-REDD program and the government of Finland.
• The future payment mechanism for REDD+ is still unclear. Payments may funnel through
centralized, national channels or may be organized so international payments can go
directly to specific projects.282
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BRAZIL

Country Background
Brazil is a highly biodiverse country and the home of the Amazon Basin, with forests
covering approximately 60% of its land area.283 Due to a network of protected areas and
indigenous territories, and more recent state policies removing subsidies for soy, Brazil
maintains some of the best-preserved forests in the Amazon.284 Although Brazil has advanced
numerous policies and programs to increase forest protection, deforestation and biodiversity
loss continue to be a major issue of concern. According to Nepstad et al., approximately
19,500 km2/year was cleared between 1996 and 2005, making Brazil the 4th largest emitter of
carbon dioxide globally due to its high deforestation
rate.285 Following 2005, deforestation in the Brazilian
Amazon has significantly decreased (70%) due to the
collapse of soy prices, state policy interventions in the
forest and agricultural sector, pressure from
environmental groups, and the expansion of protected
reserves and indigenous territory 286 . Key drivers of
deforestation in the Brazilian Amazon include: road
development and expanded settlements, legal and illegal
logging, mining, agriculture and ranching, especially the
large-scale production of beef, timber, and soy. Cattle
ranching remains the primary commercial land use in
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the Brazilian Amazon.287
Brazil has actively participated in international climate negotiations and is often
applauded as setting an example for how developing countries can transition to a green
economy. Since the 1980s, indigenous peoples’	
   movements, environmentalists, and
researchers have called attention to the social and ecological destruction caused by
development in the Amazon. In recent decades, a variety of environmental laws, innovative
programs and partnerships have attempted to secure a more sustainable development
trajectory for the country. 288 The Brazilian Forest Code of 1965 establishes minimum
percentages of forest cover for each ecological region. In the Amazon biome, for example,
landowners are required to maintain a minimum of 80% forest cover.
Although Brazil is still in the process of developing a national REDD+ strategy, actions
have been taken at the national, sub-national, and jurisdictional level to advance REDD+. In
2008, Brazil launched its National Climate Change Plan and announced its commitment to
reduce Amazonian deforestation by 80% in 2020. In the same year, the Amazon Fund was
established as a non-reimbursable investment fund for the protection and conservation of the
Brazilian Amazon. The Fund is managed by the Brazilian Development Bank (BNDES) and
is considered an integral component of Brazil’s REDD+ approach. Disbursements are
performance-based and adhere to established REDD+ social and environmental safeguards.
Numerous REDD-related initiatives have also emerged at the state-level in Brazil. In
2008, six of Brazil’s Amazonian states joined the international Governor’s Climate and
Forests Task Force (GCF), which aims to connect states to market and non-market financing
for low-carbon rural development and REDD+. The state of Acre has been particularly active
in advancing a green agenda and, since 2009, has pursued extensive territorial planning as a
REDD-readiness strategy that includes registration of smallholder properties, geo-referencing
of property boundaries, and land use mapping.289 In 2010, Acre launched the System of
Incentives for Environmental Services (SISA), a state-wide program of economic incentives
to reward good land stewardship practices, including activities that sequester carbon, preserve
biodiversity or provide watershed protection.290 In addition, the state of California may soon
accept carbon offsets generated in Acre as part of its recently inaugurated cap-and-trade
program.291
In the Brazilian Amazon there are at least 25 pilot REDD+ initiatives, as well as many
other PES and afforestation and forest restoration programs (Duchelle et al. 2014). These
initiatives operate in very different political economic contexts, with varying levels of forest
cover, land tenure security, and diverse types of rural livelihoods.292 The projects involve
partnerships between various government agencies, donor bodies, and NGOs at multiple
scales. REDD+ funding is used to improve stakeholder engagement in REDD+ design and
implementation, clarify land and carbon rights, define emission reference levels and MRV,
facilitate safeguards, produce policy research and advocacy, strengthen institutions, improve
forest management, and provide carbon offsets and performance-based payments.293 Brazil’s
287
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REDD+ developments are very difficult to follow given the diversity of project elements,
agreements, and partnerships; it may be a challenge for Brazil to consolidate this variety into
one coherent, national REDD+ strategy.
Although the Amazon Fund adheres to REDD+ safeguards in writing, and the states of
Acre and Amazonas utilize REDD+ SES, Brazil is still in the process of establishing a formal
national system for addressing safeguards for REDD+.294 The Brazilian Forest Service and
the Brazilian National Institute of Space Research is in charge of monitoring activities in
Brazil, and the Ministry of Environment submits technical notes detailing progress on
emission reductions. In June of 2014, Brazil became the first country to submit a forest
reference emissions level to the UNFCCC. Brazil is taking a “stepwise approach”	
   and will
continue to adjust forest emission calculations as new information becomes available.
REDD+ proponents applaud Brazil’s efforts as offering an example for other countries to
follow.295

REDD+ Challenges
Despite notable progress in advancing REDD+ at multiple scales, Brazil’s REDD+
programs continue to face significant challenges. These include unclear land tenure,
contradictory environmental and development policies, and debates over appropriate REDD+
mechanisms and safeguards.
Clear and enforceable property rights are fundamental to the success of REDD+ as
currently conceived. Unfortunately, although Brazil is noted for having one of the best
records of all tropical countries in clarifying ownership and access rights to forest-dependent
communities, tenure insecurity is still pervasive in the Brazilian Amazon and nearly one-third
of the Legal Amazon296 is subject to private land claims that have yet to be officially
verified.297 Most forest clearing activities occur on lands without formal property titles.
Hence, failure to establish and enforce clear land and carbon rights may not only jeopardize
Brazil’s ability to expand REDD+ initiatives, but may also challenge its ability to meet its
larger commitments to forest protection.
Land reform programs such as the Legal Land (Terra Legal) Program have attempted to
address past land reform failures by granting land titles to smallholders claiming rights to
non-designated public land in the Amazon and linking these to environmental compliance
requirements (i.e. plans to maintain or recuperate 80% forest cover). However, the program
has encountered many challenges and has not completed land titling to the extent expected.298
Legal clarification of land tenure is a priority of REDD-readiness activities in many pilot
projects and is encouraging the acceleration of land titling processes. Although researchers
suggest that this titling acceleration may increase the equity of REDD+, they note that it also
runs the risk of overlooking traditional forest rights, thereby causing forest users to lose
access to important land areas and resources.299 In addition, with the exception of Acre where
carbon has been declared the property of the state, all other Brazilian states are still awaiting
294

The REDD Desk: Brazil, 2014
Kovacevic, 2014
296
The Legal Amazon is a socio-geographic area that includes all 9 states of the Amazon Basin.
297
Duchelle et al., 2013; Millikan, 2009, p. 5
298
Duchelle et al., 2013
299
Duchelle et al., 2013, p. 11
295

Comment Overview

64

Navigate to Table of Contents

INDIGENOUS PEOPLES AND REDD+: A CRITICAL PERSPECTIVE

clarification of who owns the right to the carbon sequestered in forests.
As in many countries, REDD+ has been hotly debated in Brazil and numerous groups and
communities have expressed their opposition to REDD+. Various social movements, NGOs,
and indigenous groups have requested the Brazilian government reject REDD+.300 They
question the market-based approach sought by some REDD+ proponents and insist that the
government focus instead on comprehensive land reform and the demarcation of indigenous
territory.301 Some critics draw attention to rural policies that contradict REDD and other
environmental programs, such as rural credit programs that stimulate extensive cattle
ranching, large-scale infrastructure projects, expansion of oil and gas extraction, and
monoculture plantations of eucalyptus for paper production.302 Others note that incentives to
preserve forests have been weakened in recent years as a result of increasing commodity
prices for beef and soy, as well as the 2012 revisions to the Forest Code, which reduced forest
cover obligations in certain regions of Brazil. Researchers from the World Rainforest
Movement note that the recent changes to the Forest Code have undermined landowners’	
  
interests in participating in the Monte Pascoal-Pau forest restoration project in Bahia. As a
result, the coordinating NGO was unable to deliver the amount of sequestered carbon it had
already sold as carbon credits to the Natura Company.303
In sum, the concerns and challenges associated with REDD+ in Brazil have been similar
to those encountered in other countries, particularly issues of land tenure and carbon rights.
Many dimensions of REDD+ continue to be debated. For example, although REDD+ credits
have only been subject to voluntary purchase thus far, some fear that the sudden integration
of REDD+ credits to the carbon market could destabilize the market and cause carbon prices
to plummet internationally. In addition, there are continuing debates regarding the extent to
which landowners should be compensated by REDD+ for fulfilling their forest cover
obligations required by the Forest Code. Opponents argue that landowners should not be
compensated for being in violation of the law and that the reforestation of degraded lands
does not fulfill additionality requirements.304 Supporters, however, argue that this economic
support is critical to helping landowners transition to sustainable land use practices and point
to other cases in which PES payments have been used successfully to incentivize compliance
with national environmental laws.305

REDD+ and Indigenous Peoples
Indigenous peoples (IPs) live in and manage at least 25% of the Brazilian Amazon. They
play an integral role in protecting precious forest and water resources and will be deeply
affected by REDD+. Both the diversity of indigenous peoples and the variegated forms of
REDD+ in Brazil mean that there is no single indigenous experience or perspective on
REDD+. Long instead suggests that REDD+ outcomes are context-specific and that
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indigenous peoples must consider REDD+ projects carefully on a case-by-case basis.306
Brazil is faced with the complex challenge of mitigating climate change while also protecting
its tropical forests and fulfilling obligations to IPs. The 1988 Constitution provides strong
protections for indigenous peoples and establishes the Union’s responsibility to demarcate,
protect and guarantee respect for indigenous peoples’	
   traditional territories and assets.307
Although the implementation of these rights is a long process and IPs have a extensive
history of being marginalized by the Brazilian state, Long notes that there have been positive
gains for indigenous rights in recent years, citing, for example, the Supreme Court’s decision
to uphold the demarcation of Raposa Serra in 2009.308
Throughout the world, many IPs have approached REDD+ with skepticism and Brazil is
no exception. Depending on the particular project structure, REDD+ initiatives can produce
negative impacts for IPs. When property rights are unclear or unenforced, IPs are at risk of
losing forest access rights and/or being excluded from REDD+ benefits. Some REDD+
projects are poorly designed and lead to limits on livelihood activities, thereby producing
dependence on REDD+ funding. Already, REDD+ pilot projects have produced controversial
outcomes in some indigenous communities. The Guaraquecaba Climate Action Project, for
example, a REDD+ initiative led by The Nature Conservancy in collaboration with American
Electric Power, General Motors, Texaco as well as Brazil-based organizations, has been
labeled one of the ten worst REDD-type projects in Latin America by a coalition of
indigenous and activist organizations. It is criticized for limiting the livelihood practices of
the Guarani people and using armed guards from the Force Verde to patrol REDD+ areas.309
Despite worrisome examples of REDD+ projects and continuing concerns regarding the
commodification of IPs’	
   forests, there are also cases of REDD+ in Brazil that have been
considered successful collaborations between NGOs and IPs. If designed correctly, Long
notes that REDD+ can increase income and livelihood options for IPs and rural populations.
It can also facilitate secure property rights and state recognition of indigenous territory.310
Some proponents suggest that REDD can be designed to co-exist with many indigenous
activities, thereby providing additional income to IPs.311

REDD+ in Brazil
• Over 25 REDD+ pilot projects
• Six Brazilian states (Acre, Amapá, Amazonas, Mato Grosso, Pará, Tocantins) are members
of the Governors' Climate & Forests Task Force (GCF)
• In 2010, a Memorandum of Understanding was signed between the governors Acre, Brazil
and California to facilitate an offset program for REDD+ in Brazil that would link to
Californiaʼs carbon market.
• State governments of Brazil have been key actors in REDD+SES participating in the
development (Pará) and use (Acre and Amazonas) of the standards.
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Key REDD+ Actors
• Interagency Task Force on REDD and Climate Change created by President Lula in 2009
• Ministry of the Environment

REDD+ Funding:
• As of 2012, Brazil had over US$1 billion committed to financing REDD+, with most of it
being held in the Amazon Fund. Norway has contributed over half of this funding and more
than US$266 million has already been disbursed.
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5. Approaches for an Alternative
REDD+ Vision

REDD+ is a mechanism that aims to mitigate climate change through a set of policies and
programs that conserve and enhance carbon in the forests of developing countries. The fact
that much of the remaining forest areas are owned, managed or inhabited by indigenous
peoples means that their territories have become a priority for REDD+ activities. In its
current form, REDD+ has raised a series of red flags for indigenous peoples. The mainstream
approach to REDD+ has been driven by market logic; it has utilized top-down governance
structures; failed to sufficiently address or resolve land tenure claims; and, in many cases, has
failed to respect indigenous rights of FPIC, as evidenced in many country profiles presented
in this report. For these reasons, many indigenous communities and organizations have
expressed concern about the form, design and implementation of REDD+.
In response to the mainstream approach to REDD+, scholars, social movements, NGOs and
indigenous peoples have argued urgently for the development of alternative approaches to
reducing deforestation and forest degradation. According to Pokorny et al “REDD+ projects
can be expected to have poor social and environmental outcomes unless they use substantially
different approaches, which build on the capabilities of the wide range of local natural
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resources managers to undertake efficient resource management and conservation”. 312
Indigenous peoples with a demonstrated history of sustainable forest management can
provide critical guidance in building an alternative approach to REDD+.
Indigenous peoples have increasingly inserted themselves into climate change debates as a
way to influence effective and equitable mitigation strategies. During the 8th COP (2002) in
New Delhi, indigenous peoples made the statement “Our duty as indigenous peoples to
Mother Earth impels us to demand that we be provided adequate opportunity to participate
fully and actively in all levels of local, national, regional and international decision-making
processes and mechanisms in climate change”.313 In addition, a recent report by the Special
Rapporteurs of the UN Permanent Forum on Indigenous Issues (UNPFII) argues that
indigenous peoples’ biocultural perspective and approach have credence because of the long
history and success of indigenous peoples in protecting forests and biodiversity. It reads:

“We as indigenous peoples have preserved the biodiversity of our lands for
hundreds of years by caring for nature and using it only in sustainable ways.
The places where we have been able to live free from so-called development are
now recognized as the most biologically diverse places on earth. With such a
track record, we of all people are justified in demanding that we be allowed to
continue our traditional uses of plants and animals.”314
NGOs and indigenous groups have offered alternative proposals and visions of REDD+ on
multiple scales. For example, the US-based Indian Law Resource Center draws on
international law to develop 10 key principles for REDD+ to guide the actions of national and
international actors. 315 COICA 316 , a coordinating body representing a network of 9
indigenous organizations in the Amazon Basin, provides critical indigenous perspective on an
alternative to REDD+ 317 . A coalition of Peruvian regional and national organizations
(including AIDESEP, FENAMAD and CARE) 318 provide recommendations for REDD+
based on an analysis of the policies and impacts of REDD+ in Peru319. AIDESEP has
published a concise report emphasizing the importance of indigenous peoples’ territorial and
collective rights 320 . And IPCCA 321 utilizes a biocultural approach that emphasizes the
importance of non-market approaches and non-carbon benefits in REDD322.
312
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All of these organizations advocate for due respect of indigenous rights under UNDRIP in all
REDD policies and programs. These include rights to self-determination and FPIC, to secure
and expanded land tenure prior to REDD+ implementation, and to protection against forced
displacement. They also advocate that REDD+ address economic drivers of deforestation,
utilize non-market mechanisms, observe non-carbon benefits, share benefits equitably,
include meaningful participation of indigenous peoples, and recognize the importance of the
traditional ecological knowledge that has maintained forests and biodiversity for generations.
Based on the results of these reports by indigenous groups and peer-reviewed literature on the
subject, we proceed to outline the key elements for an alternative vision for REDD+. These
elements are collective action, a biocultural approach, a rights-based approach, and a nonmarket approach. While not exhaustive, these elements represent central themes drawn from
indigenous reports and academic literature on REDD and indigenous peoples.

Elements of an Alternative Approach to REDD
Collective action - Collective action is a critical approach for understanding the governance
of REDD. The work of Elinor Ostrom, a political scientist who won the Nobel Prize in
Economics in 2009, and her colleagues demonstrate the important role of collective action in
the sustainable management of common pool resources such as forests.323 Ostrom challenged
the dominant paradigm of the “Tragedy of the Commons”, which argued that common pool
resources were doomed to failure without privatization or state regulation 324 . Instead,
through analysis of thousands of empirical case studies, Ostrom’s work demonstrated that
smallholders who communicate with one another, develop their own agreements, and
establish systems of monitoring and sanctioning, are likely to manage common pool
resources sustainably and distribute resources in more equitable ways.325 Ostrom identified a
number of design principles that are often found in successful examples of sustainable
common pool resource management. These principles facilitate both social and ecological
benefits and provide a broad framework for an alternative REDD+. Chhatre and Agrawal
suggest that the transfer of ownership of large forest commons to local communities and
payments for improved carbon storage through a program such as REDD+ can contribute to
mitigation without adversely affecting livelihoods.326 Collective action is a relevant concept
for an indigenous REDD+, as Article 13 of the Indigenous and Tribal Peopleʼs Convention
highlights the “collective aspects”	
   of the relationship of indigenous peoples to their lands and
territories327. We recognize that indigenous territory has characteristics and meaning that are
not fully represented by the terms “common property”	
   or “communal lands”. The concept of
territory is a broader concept than communal lands and captures “the total environment of the
areas which the peoples concerned occupy or otherwise use.”328
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According to Ostrom, successful commons management requires:329
1. Boundaries –	
  Boundaries should be clearly defined and recognized. Boundary-making
can take the form of formal or informal demarcation of land or territory, and is broadly
tied to the concept of land rights and tenure. Indigenous territories have only been
partially recognized and many communities continue to struggle over land rights.
According to the World Bank, indigenous peoples safeguard approximately 80% of the
planet’s biodiversity within their traditional territories, yet legally have title to less than
11% of these lands.330 Communities with nationally recognized land rights, often have
only partial access to their original territory or lack control over the full range of
resources on their ancestral lands –	
  including surface, subsurface water and minerals, and
genetic resources. An alternative REDD would establish and secure indigenous land and
resource rights as a critical first step in the long-term protection of tropical forests and the
cultural and biological diversity contained therein.
2. Proportionality –	
   Costs of management should be proportional to the benefits. This
design principle suggests that communities must receive meaningful and equitable
benefits from projects such as REDD+. Proportionality is linked to the REDD+ concept
of benefit sharing, and suggests that benefits should be equal to or greater than the costs
of project participation. As IPs are not a homogenous group and may desire particular
strategies depending on their unique geographic, socio-economic, and historical contexts,
there is likely to be a wide range of activities that can strike the balance of proportionality
necessary for a successful REDD+ program. It is also important to note that costs and
benefits for indigenous peoples may not be limited to strictly monetary transactions, but
instead involve broader socio-economic, ecological and cultural concerns. Therefore,
REDD+ benefits should be distributed in a transparent and equitable manner in
accordance with indigenous peoples’	
   unique socio-economic, ecological, cultural, and
spiritual values.
3. Collective choice –	
   Rules should be made by the resource users themselves. This design
principle highlights indigenous rights to self-determination, FPIC, and full and effective
participation. 331 Therefore, the design and implementation of REDD+ in indigenous
communities will not likely succeed as a top-down model, but rather must be developed
by indigenous peoples based on their own systems of decision-making and governance
structures. FPIC must be strictly applied and indigenous communities given the choice to
opt-in or opt-out of REDD+ activities. If they choose to participate, they must be given
the opportunity to participate fully and effectively, not only in monitoring and tree
planting activities, but in the design, implementation and governance of REDD+ at
various scales.
4. Monitoring –	
  A system must be in place to track people’s behaviors. Various tools for
Measurement, Reporting and Verification (MRV) of carbon storage and sequestration are
329
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under development for REDD+. The Cancun Agreements affirm the importance of
monitoring and reporting systems for carbon at national and subnational levels, and
recognize the need to monitor safeguards. Based on several workshops of organizations in
REDD+ countries, Riamit and Tauli-Corpuz (2012) found that MRV tools have been
developed “in anticipation of…market-based financing of REDD+”	
  with an emphasis on
the monitoring of carbon as opposed to social and environmental safeguards. 332 In
addition to carbon, safeguards should also measure, report and verify on the following
criteria associated with REDD:
1) Land tenure; 2) respect for human rights; 3) full and effective
participation, including free, prior and informed consent; 4) customary law
and governance systems on ecosystem and natural resource management; 5)
traditional knowledge systems and roles in forest management; 6) traditional
occupations and livelihoods; 7) benefit-sharing; 8) conflict resolution and
management; and 9) gender.
It is important to note that many indigenous communities already have systems in place to
actively monitor their forest boundaries. 333 Following the over 20 indigenous
organizations around the world, we suggest that REDD+ monitoring must move beyond
carbon to include non-carbon aspects of REDD+, such as the social, economic,
environmental and governance safeguards in more substantial ways.334
5. Sanctions –	
   Individuals who break established rules must face consequences. These
sanctions have been largely focused on strategies to penalize rule-breaking locally.
However, the global nature of REDD+ demands that sanctions also operate across scales,
penalizing actors nationally and internationally that violate agreed upon transparency,
forest governance, or FPIC rules.
6. Conflict resolution mechanisms –	
   Conflict between users should be resolved. Riamit
and Tauli-Corpuz (2012) argue that systems of conflict resolution must be in place for the
success of an expanded MRV concerned not only with carbon but also the social and
ecological safeguards and non-carbon benefits of REDD+. 335 More research and
discussion is needed to determine the site, form, and scope of conflict resolution
mechanisms.
7. Minimal recognition of the right to organize –	
   Communities must have sufficient
autonomy to make decisions apart from non-local authorities. This design principle
reflects the importance of self-determination and the right to accept or reject REDD+. It
also signals the importance of indigenous autonomy in the design of a REDD+ approach
appropriate to their particular needs and culture. It is critical that the rule making of
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indigenous peoples supersede that of non-local users. External influence or force can
undermine the success of communal and/or indigenous forest management.
8. Nested Enterprises –	
   Nesting of various institutions suggests that all levels of
governance have an important and legitimate role to play. This design principle suggests
that governance operates on multiple scales, particularly in management of a global
problem such as climate change. Therefore, forest governance at local scales must be
nested within environmental governance operating at larger scales creating a dynamic and
reinforcing synergy. Currently, international and national forms of governance dominate
REDD+ governance. However, decision-making about local forest governance and
management must play a more central role in the governance of REDD+. In indigenous
territories, REDD should be driven by traditional ecological knowledge and scaled up as
necessary to national and international spheres.
In addition, according to Tauli-Corpuz and Lynge, “indigenous peoples through their
representatives should have a voice and vote”	
  on decisions that affect indigenous peoples or
their territories occurring within institutions such as WB-FPCF and UN-REDD. Therefore,
while all levels of governance have an important role to play in REDD+, in indigenous
contexts, basic tenets gleaned from the diverse body of traditional ecological knowledges
should be scaled up to shape broader rules in national and international arenas. In relation to
REDD+, indigenous peoples have largely demonstrated their ability to successfully manage
forest systems, and should be given the right to continue their unique forms of governance
without interference from non-local users.
There are additional elements that can be added to Ostrom’s design principles of common
property management in order to better align with an indigenous approach to REDD. These
include a rights-based approach, a biocultural approach, and a non-market approach.

Rights-based approach: A rights-based approach suggests that the UNDRIP should guide
all aspects of REDD+ and inform safeguard policies. Indigenous peoples have a right to
participate in REDD+ and/or carbon markets (if they so choose), but based on FPIC they also
have a right to be fully informed and to oppose participation all together. UN-REDD and
World Bank documents make reference to and have incorporated aspects of UNDRIP.
However, some worry that the weak language used in international REDD+ documents, as
well as the non-legally binding nature of UNDRIP may diminish the effectiveness of rightsbased policies in REDD+. Legally binding adherence to UNDRIP should be mandatory for
operationalizing and implementing REDD+ in indigenous communities. For indigenous
peoples, human rights are directly related to territory. Therefore, recognition of indigenous
rights to territory and the resolution of land tenure conflicts should be a prerequisite for
participation in REDD+.

Bio-cultural approach: Also critical to an indigenous REDD+ is an ecosystem-based, biocultural approach. This approach highlights the relationship between indigenous peoples and
their environments, and the wealth of traditional ecological knowledge they have acquired
over generations. It also reflects a dynamic and dialectical relationship between people and
the environment. For example, many indigenous peoples recognize that human-induced
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environmental damage ultimately results in harm to society. There is also a spiritual
connection many indigenous peoples have to the land, which guides their land use practices.
A bio-cultural approach is ecosystem-based rather than market-based. 336 Forests are
recognized for their social, cultural, economic and spiritual values that cannot be adequately
represented in monetary terms alone. The bio-cultural approach is consistent with the
indigenous concept of Buen Vivir, an alternative perspective for development that emphasizes
living in harmony with nature. To some extent, this perspective also aligns with the work of
Karl Polanyi, a Hungarian political economist and social theorist who argued that nature is a
fictitious commodity. That is, nature was not produced for sale, but rather has social and
cultural values that exist outside the preview of the market. Therefore, Polanyi concludes that
nature should neither be commodified nor subjected to free market mechanisms. As we have
witnessed worldwide in the opposition to REDD+, any attempt to manage nature according to
the dictates of a market invariably produces resistance, particularly among indigenous
peoples.

Non-market approach: A non-market approach to REDD+ recognizes the multiple values
of forests beyond the economic and beyond carbon. It questions the use of global carbon
markets as the main financial mechanism for protecting forest ecosystems. A non-market
approach also draws attention to the important social, cultural, ecological and spiritual values
of forests, and recognizes that the commodification of land and forests can lead to the loss of
IPs’	
  sovereignty, territory, and resource access.
Although the finance mechanisms for REDD+ have yet to be formally decided, the market
model appears to have significant traction in international and national arenas. Nearly all
mitigation strategies reflect an orientation to the market, as seen in the flexibility mechanisms
of the UNFCCC, the World Bank’s penchant for carbon markets in the FCPF, and the
standardization of MRV and rigorous carbon calculations consistent with requirements for a
future market.337 Alternatively, a non-market approach would not support carbon markets for
forest-based mitigation initiatives such as REDD+.
As discussed previously, there have been numerous critiques of a market-based approach to
climate change mitigation. The EU ETS and CDM have experienced wild volatility, which
significantly reduced carbon trading and therefore emission reductions. In addition, markets
disproportionately favor those with greater access and power in the market and often produce
an uneven distribution of benefits.338 Furthermore, markets for REDD+ would likely target
land uses with the lowest opportunity costs which, when based on financial calculations, is
invariably subsistence use. This last point raises questions regarding how REDD+ may affect
rural livelihoods, the ability of forest-dwellers to continue practicing subsistence agriculture,
and the future of local food security.
Various actors and indigenous peoples have expressed concern about markets for REDD+.
COICA warns that existing carbon markets are volatile, susceptible to speculation and market	
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“bubbles’, and are generally too risky to be relied upon as the principal mechanism for
facilitating mitigation. A 2007 proposal on the Forest Retention Incentives Schemes by the
Government of Tuvalu suggests that financing be based on voluntary state and corporate
contributions and international climate funds. The proposal makes clear that market
mechanisms are to be avoided, stating “quarantining the Scheme from carbon trading may
remove some of the incentives to fraud the system or to gain carbon credits where no real and
long-term climate benefits are achieved.”	
   In sum, an alternative indigenous approach to
REDD+ will require funding sources that are not linked to international carbon markets.
While both carbon markets and voluntary funds have been proposed as possible long term
finance mechanisms, permanent finance for REDD+ has yet to be decided. Existing forestbased carbon projects are largely financed through the voluntary market and to a lesser
degree, the CDM. REDD+ pilot projects are currently supported through several funds aimed
at preparing developing countries to implement REDD+ activities. The largest funds, which
include Norway’s International Climate and Forest Initiative, the Amazon Fund, and World
Bank funds are sourced from voluntary contributions from a small number of developed
nations and provide payments for demonstrated carbon reductions. However, these funds are
temporary and only support pilot projects until a more permanent fund or market for REDD+
can be established. Of these two finance mechanisms (fund and market), there has been
significant traction behind the market approach.
As discussed throughout this report, the prospects of a carbon market for REDD+ has been
highly controversial due to the failure of the market to produce real emission reductions, the
market’s tendency towards volatility, uncertainty around offsets, and more fundamental
concerns regarding the long-term implications of the commodification of nature. Although
billions of dollars have been pledged for REDD+ funding, as of 2012 only $486 million had
been disbursed.339 The long-term financial support for REDD activities is still in question.
In light of these concerns, we propose economy-wide carbon taxes in industrialized countries,
which could generate ongoing revenue for REDD+ activities. Carbon taxes have been met
with some political resistance based on arguments about cost burdens and impacts on the
economy. However, all emission reductions have a cost and somewhere along the commodity
chain someone will pay, whether the producer or the consumer in a carbon-intensive
economy. As fossil fuel emissions impose economic, environmental and health burdens on
society, based on the polluter pay’s principle the onus to bear the costs of mitigation is on the
polluter. 340 Taxes can offer an effective, low cost mechanism for climate abatement,
especially if tax revenues are returned to the economy.
Some argue that taxes provide a broader policy that is “more effective and less invasive than
the regulatory approach that the federal (U.S) government has pursued thus far.341 Carbon
taxes have gained traction with some governments, which have implemented carbon taxes on
a variety of fossil fuel emission sources. Jurisdictions with some form of carbon tax include
339
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Costa Rica, Ireland, UK, Switzerland, the Netherlands, Denmark, Norway, Sweden, Finland,
India, Quebec and British Columbia (Canada) (see Figure 3). These funds have been used for
renewable and cleaner energy, forest protection and conservation, and government revenue.
In some cases such as Ireland, funds have been returned to low-income families to offset the
financial burden of the carbon tax. In 2013, the Sanders-Boxer “Climate Protection Act” to
reduce U.S emissions through an economy-wide carbon tax was introduced in the Senate. By
targeting the country’s largest emitters and pricing carbon dioxide initially at $20 per ton with
gradual increases over 10 years to $33, the proposal aims to reduce emissions to 80% below
2005 levels by 2020. The bill estimates total revenue of $1.2 trillion over 10 years, and
proposes a fee and dividend342 mechanism in which a portion of the collected tax would be
returned to the public. In fact, 60% of the tax revenue would be returned through rebates to
consumers likely to be affected by higher prices. The rest would support energy efficiency,
renewable energy, and work training programs to transition labor toward a more sustainable
economy. While this would be a significant milestone on climate action in the U.S., as
currently written the Act would not provide support for REDD+ in the developing world.

Figure	
  3:	
  Map	
  of	
  countries,	
  states,	
  and	
  provinces	
  with	
  existing	
  or	
  proposed	
  carbon	
  markets	
  and/and	
  
carbon	
  taxes.	
  Jurisdictions	
  with	
  some	
  form	
  of	
  carbon	
  tax	
  include	
  Costa	
  Rica,	
  Ireland,	
  UK,	
  Switzerland,	
  the	
  
Netherlands,	
  Denmark,	
  Norway,	
  Sweden,	
  Finland,	
  India,	
  Quebec	
  and	
  British	
  Columbia	
  (Canada).	
  Source:	
  
Environmental	
  and	
  Energy	
  Study	
  Institute	
  (http://www.eesi.org/papers/view/fact-‐sheet-‐carbon-‐pricing-‐
around-‐the-‐world)
342

A Carbon Fee and Dividend approach involves a carbon fee or tax on carbon dioxide assessed at the fuel
source. The fee is collected at point of sale, and returned to citizens as a dividend to reduce the fee’s burden,
particularly to low income citizens. Carbon tax burdens can also be alleviated through reductions in personal
income taxes. Carbon taxes can facilitate the transition toward energy saving and low emission technologies.
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Recent action taken in the U.S. to address REDD+ through loans may provide negligible
benefits to indigenous peoples. USAID has recently partnered with Althelia Climate Fund,
which is a private sector fund for REDD+ and sustainable land use activities. USAID has
agreed to lend up to $133.8 million dollars to the fund, which will provide commercial loans
to businesses in developing countries practicing sustainable land use, agroforestry and/or
ecotourism. Speaking on behalf of USAID, John Kerry argued that entrepreneurs would
benefit from the income from their business and be eligible to earn carbon credits that can be
sold on the voluntary carbon market. This entrepreneurial model puts the costs of carbon
reductions onto developing country business actors, and is not likely to benefit indigenous
and forest-dependent peoples who rely on forests largely for subsistence needs, as activities
must generate income in order to ensure loan repayment. Alternatively, a carbon tax might be
more effective in generating the ongoing funding necessary for REDD+ activities that operate
outside of a business model (see Figure 4).

Figure	
  4:	
  Carbon	
  Tax	
  vs,	
  EUETS	
  Carbon	
  Price.	
  A	
  carbon	
  tax	
  exhibits	
  less	
  volatility	
  than	
  a	
  market	
  
and	
  could	
  generate	
  ongoing	
  support	
  for	
  renewable	
  energy	
  and	
  REDD+.	
  Source:	
  Dr.	
  Dieter	
  Helm,	
  
October	
  2012.	
  

According to Resources for the Future, results from a U.S. federal interagency assessment
suggest that a tax of $25/tCO2 on all carbon emissions would generate $125 billion annually
if applied to all carbon emissions in the U.S alone343. This would produce more than a trillion
dollars over 10 years. These funds could be used to subsidize renewable energy in the U.S
and abroad, reduce the burden on low-income families that are likely to be disproportionately
affected by the carbon tax (Fee and Dividend approach), and fund REDD+ activities in
343
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developing countries. Carbon taxes are also administratively simpler and more cost-effective
to implement compared to both regulation and cap and trade.344 In essence, carbon taxes offer
an	
  “eminently sensible”	
  solution to climate change.345
During a recent meeting with finance ministers, leaders from the IMF, World Bank and UN
expressed the importance of putting a price on carbon (including through a carbon tax) as a
key strategy to reducing greenhouse gas emissions. Managing director of the International
Monetary Fund, Christine Lagarde, said: “Carbon taxes and removing fossil fuel subsidies are
‘intelligent’ ways to reallocate resources to benefit the environment.”346 Carbon taxes may be
the ideal financial mechanism to support the UN Green Climate Fund for mitigation and
adaptation in the developing world.
Following this logic and the work of many scholars,347 we suggest an economy-wide carbon
tax in industrialized countries, the funds of which could provide support for the UN Green
Climate Fund. A portion of this fund, perhaps equivalent to the percentage of emissions from
deforestation and degradation, could go toward REDD+ activities. The Ad hoc Working
Group for Long-Term Cooperative Action (AWG-LCA) under the UNFCCC in 2009
proposed establishing a REDD+ window within the Green Climate Fund to support and
finance all phases of REDD+; this approach is advocated by numerous environmental groups
such as Greenpeace.
This fund-based paradigm requires a new approach to REDD+. Outside of a market
mechanism, REDD is no longer offset-based involving the issuing of carbon credits. This
effectively releases REDD+ from the trap of endless resources going toward rigorous systems
of MRV, the challenges and potential political influence involved in setting baselines for
REDD, and problems associated with additionality and international leakage (emissions
reduced in one country being released in another). This version of REDD is distinct from
existing “compensated reduction” approaches where payments are activity or performance
based, and tied to rigorously measured carbon reductions. Instead, a REDD fund could
support an extended version of Compensated Successful Efforts (CSE)348, which would fund
not only the implementation of domestic policies (at various jurisdictional scales) that reduce
deforestation but also efforts that reduce forest degradation, and promote sustainable forest
management and conservation as exhibited within many indigenous communities. These
policies might include agriculture interventions in beef and soy supply chains as well as the
expansion of protected areas and indigenous territories, which reduced deforestation
significantly in the Brazilian Amazon 349 . Demonstration of successful efforts (policies,
programs, land-use practices) qualifies actors for new rounds of funding. Unlike the
344
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“compensated reductions” approach, this extended version of CSE (we might call CSE+
includes policies for reducing forest degradation and advancing indigenous territorial rights,
common property management, and conservation), targets economic drivers of deforestation
such as agricultural expansion as well as rewards indigenous peoples for their long history
and continued practices of forest stewardship.
	
  

79

INDIGENOUS PEOPLES AND REDD+: A CRITICAL PERSPECTIVE

Conclusion

This report has drawn on academic literature and reports from NGOs and indigenous
organizations to understand the critical issues pertaining to indigenous peoples with regards
to REDD+, and proposes an alternative vision for climate change mitigation in forests. What
has been clear from the research and review of this literature is that indigenous peoples have
been among the most successful stewards of forest ecosystems. While this report recognizes
that IPs are a unique and diverse group, they generally manage resources based on their
particular cosmovisions and systems of traditional ecological knowledge, which represent a
more holistic and integrated view of human-environment interactions than conventional
resource management. Nature is valued for its multiple attributes, not solely the economic.
This bio-cultural approach is critical for establishing a sustainable REDD program that avoids
producing perverse outcomes for forest communities and ecosystems. A bio-cultural
approach is ecosystem-based as opposed to market-based and therefore supports a nonmarket approach to reducing emissions from deforestation and forest degradation.
The rights and meaningful participation of IPs are paramount for the design and
implementation of an alternative REDD program. To date, IPs have not been centrally
involved in REDD+ negotiations, however, many indigenous groups are working to change
this. In addition to the approaches discussed in the previous section (collective action, rights-
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based, biocultural, and non-market approaches), an alternative REDD+ must include the
meaningful participation of IPs and fully respect their rights under UNDRIP. Drawing in part
on the work of De la Fuentes and Hajjar, we recommend the following specific policies be
used to guide an alternative REDD+ approach that is attentive to the rights of indigenous
peoples. This list is not exhaustive, but nonetheless describes critical elements for an
indigenous REDD. An alternative REDD must:
1) Strictly follow principles articulated in UNDRIP.
2) Involve the central and meaningful participation of IPs in
REDD+ negotiations and program/project implementation.
3) Clarify, establish, and extend land tenure and territorial rights
for indigenous peoples.
4) Target main drivers of deforestation and degradation, which
have been largely associated with commercial land uses in
agriculture (e.g. soy and cattle) and timber extraction,
particularly in Latin America.
5) Reward IPs for stewardship and history of sustainable forest
management.
6) Require FPIC and ensure that IPs have the right to accept or
refuse participation in REDD+.
7) Establish equitable and transparent benefits sharing.
8) Monitor and evaluate social and ecological impacts of REDD+.
9) Use a bio-cultural approach that emphasizes the social,
cultural, ecological and sacred values of forests.
10) Finance REDD+ through a carbon tax that supports a global
fund for successful mitigation efforts and policies in forests.
It is clear that both the diversity of forest peoples and the variety of REDD+ project designs
mean that REDD+ must be considered on a case-by-case basis. History justifies IPs’ cautious
stance towards REDD+. Just as there is potential for REDD+ to produce important
recognition of indigenous rights and territory, and may generate compensation for forest
stewardship practices, there is also the potential for REDD+ to generate unequal outcomes,
tensions over property rights, inequitable distribution of benefits, and/or negative livelihood
impacts affecting indigenous peoples. If additionality is a strict requirement of REDD+
programs, many indigenous peoples will be ineligible for REDD+ due to their long history as
forest stewards. In short, issues of additionality, tenure, benefit-sharing, and finance ‒
particularly the role of market mechanisms ‒ must be clarified prior to the implementation of
REDD+ in indigenous territories.
With regards to finance, this report clearly calls into question the use of market mechanisms
for delivering important conservation and community development co-benefits. The gravity
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of climate change and its deep interconnection with capitalism (Klein 2014350) demands
radical shifts in our current market-oriented approaches. In the short term, we propose a
carbon tax that would support a fund for successful policies and efforts that reduce and avoid
forest-based emissions. In the long term, we ultimately need to work toward imagining a
different future, one based on a new paradigm, which foregrounds ideas of collective action,
indigenous rights and bioculturalism, and prioritizes the needs of communities over the
requirements of the market. An indigenous, bio-cultural approach does just that, and must be
incorporated into the design of any just and effective climate change mitigation strategy for
forests.

350
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Beyond Safeguards: A Critique of Carbon Markets for REDD+
Tracey Osborne, PhD
From Indonesia to Mexico, members of indigenous and forest communities have marched in
protest against market-based strategies for climate change mitigation in forests. In particular,
they have expressed concern about how forest-based carbon offsets associated with REDD+ may
affect their land rights and access to resources. REDD+ aims to Reduce Emissions from
Deforestation and Degradation (REDD) in developing countries, but also includes sustainable
forest management, and the conservation and enhancement of carbon stocks (the plus). In
response to critiques over REDD+ and the possible harm and exclusion it may bring to
marginalized groups, a variety of social and environmental safeguards have been proposed to
prevent negative outcomes and ensure equitable social benefits. REDD+ Social and
Environmental Standards outline a set of principles to guide the development of safeguards,
which will ultimately rest in the domain of domestic law, including free prior informed consent,
local participation, and the protection of indigenous land rights. While safeguards are well
meaning, I argue that the market structure they are tied to is likely to undermine them, for it
consistently privileges land uses based on market value over the social needs of people within
communities. The focus on safeguards has been misplaced. Instead, we need to pay attention to
the finance mechanism of REDD+, particularly where it is reliant on a carbon market.
Offsets for REDD+ are now being negotiated for California’s carbon market, and if this process
goes forward it could lock in a market mechanism for climate change mitigation in forests more
broadly. While I applaud the California Air Resources Board for taking action on climate change
within the state, I have major concerns about a recent proposal to enroll forestry-based mitigation
strategies into the California carbon market. I have been working on these issues for over a
decade, and initially saw some hope that carbon markets might have positive impacts on
Guyana’s rainforests (Osborne and Kiker 2005). But grounded ethnographic research into these
questions in Chiapas, Mexico, has led me to a very different set of conclusions.
The carbon market has been adopted as the primary financial mechanism for reducing
greenhouse gas emissions, based on a troublesome assumption about efficiency: that the carbon
market can and will reduce emissions at the lowest cost. Therefore, when the carbon market
enters forest ecosystems, it targets land uses of low market value or opportunity cost (cost of the
forgone alternative), which in many developing countries is derived from subsistence needs.
Within an early program that intended to lay the groundwork for REDD+ in Chiapas, subsistence
activities were constrained while production of African oil palm and jatropha for biofuels not
only continued unabated, but received subsides from the state. Based on evidence from Chiapas
on carbon forestry and early pseudo-REDD+ activities, I argue below that a market framework
privileges exchange value – land uses which have value in the market (timber and biofuel
production) at the expense of use value – land uses that meet social needs (subsistence
production). Operating within the framework of a carbon market, therefore, can limit the desired
benefits of many smallholder carbon producers for which subsistence production has important
livelihood and cultural significance.

Forest-based Activities and the Voluntary Carbon Market
My concern about the privileging of the market over social values of land within the framework
of the carbon market comes from findings based on interviews and observations in Frontera
Corozal, a Mayan community in the Lacandon Jungle of Chiapas. In Frontera Corozal,
community members have over a decade’s worth of experience participating in carbon forestry
activities. In 2002, approximately 20 farmers entered the Scolel Té carbon forestry project, a
highly regarded offset program for promoting smallholder participation in afforestation,
reforestation and forest conservation activities, which generate carbon credits for the voluntary
carbon market. Although the project was founded on the goal of providing local development
benefits, research by Nelson and de Jong (2003), indicate that the Scolel Té project shifted
dramatically at the point of commercialization, where the diversity of eligible activities was
reduced, and more emphasis was placed on calculating credits and minimizing costs than on
designing projects with the types of benefits small farmers had in mind. For example, timber
species with greater market value were prioritized over fruit trees with greater social value for
many in the community. In Frontera Corozal, the main timber species planted have been
mahogany and tropical cedar because these are species with high market value. As carbon
payments are low and irregular, carbon producers consider the main financial benefit of the
project to be future revenue from selling timber, not the meager remuneration for stored carbon.
However, farmers were uncertain about their ability to reap the full benefits from selling timber
due to a number of risks, including pest damage, increased fire in the region, the long time
horizon associated with timber production and contradictions with local forest governance.
While farmers are in theory allowed to cut trees provided they can prove they planted them,
getting the necessary cooperation of community authorities can be challenging. This is because
rules associated with the carbon project, which permitted the cutting of trees for exchange, were
at odds with those of the community that only allowed harvesting trees for domestic uses (e.g.
using timber to build a house for oneself or family, not for sale on the market). In essence, due
to these real risks associated with timber production, the inability to generate sufficient income
from the carbon project has limited the socio-economic benefits that can be derived for
smallholders. What many carbon producers actually desired, however, were payments for
maintaining and even extending the fallow period of the milpa, a system of subsistence food
production and land management found throughout much of Mesoamerica.

Pest damage to trees in carbon project (Photo credit: T. Osborne)

The Milpa
The milpa has significant cultural, social and economic significance for many Mayan groups,
including the Chol Maya of Frontera Corozal. Corn plays an important role in Chol lives and
livelihoods. In fact the word Chol itself means corn, or grower of corn. The milpa is a system of
shifting cultivation, where corn is grown in one place for a few years, followed by fallow periods
of up to 20 years (see Nations and Nigh 1980 on milpa practices of Lacandon Maya in the
region). The fallow is managed and planted with fruit and other trees with high use value. Fallow
areas are also an early stage of secondary forests, which many studies suggest exhibit rapid
recovery of biomass and biodiversity in southeastern Mexico (see Bray and Klepeis 2005).
However, despite the cultural, socio-economic and ecological benefits of the milpa under certain
circumstances, subsistence production in this system has been de-emphasized within the context
of the carbon market. This trend seems to have continued now that carbon producers participate
in a forest program intended to set the stage for REDD+.

The milpa (Photo credit: T. Osborne)

Pseudo REDD+ in Chiapas
In 2011, Juan Sabines, then governor of Chiapas began providing payments of $2000 pesos
(approximately $160/month) to members of Frontera Corozal and other indigenous groups of the
Lacandon Community to keep forests intact. While the payments were disbursed in preparation
for REDD+, they were derived not from any official carbon market or fund, but from a vehicle
tax within Chiapas. Nevertheless, as REDD+ is expected to be implemented under a nested
jurisdictional approach, the way the project has been interpreted in Chiapas provides important
insights into a future state-wide official REDD+ program.
Community members relayed that in order to receive the $2000 pesos, they were prohibited from
using fire to prepare the milpa or cultivate fallow plots beyond five years of regrowth. This
constrained the length of the fallow, which has important social value for many in the
community as well as ecological value in terms of building soil fertility (see Diemont et al 2006).
Community members feared more severe sanctions and monitoring around land use by the newly
formed Ecological Police, and consequently some reduced their cultivation in the milpa. Many
have also become more dependent on U.S. corn purchased on the local market since the North

American Free Trade Agreement (NAFTA) has allowed for the importation of cheap subsidized
U.S. corn, with which local producers have been unable to compete.
While subsistence production is one of many causes of land use change -- which also include
timber extraction, cattle ranching, and agricultural expansion for biofuels -- milpa-based farming
appears to be the only land use targeted under the informal version of REDD+. This is precisely
because within a market calculus, subsistence production carries the least opportunity cost. Since
milpa is mainly for subsistence production, the opportunity costs of replacing the milpa with
cheaper U.S. imported corn is significantly lower when compared to other, and arguably more
ecologically destructive land uses such as biofuel production that generates greater private
income and state revenue. Payments to land rights holders in the Lacandon Community have
now ceased, ending when Sabines left office in 2012.
A Way Forward: Carbon Tax and Green Fund for Forests
According to Karl Polanyi, nature is a fictitious commodity that has social and cultural
importance outside the market. Attempts toward commodification, he also suggested, can
unleash ecological devastation and social dislocation. Therefore, in order to mitigate these
volatilities, I suggest creating a Green Fund for Forests, generated through a carbon tax. A
number of countries have already put forth proposals for carbon funds. The Clean Development
Mechanism was initially proposed as a fund by Brazil, for example. It would have been
generated from fines levied against industrialized countries that failed to meet their emissions
targets – this fund was later converted into a market mechanism. In 2009, former Mexican
President Felipe Calderón proposed a global fund to fight climate change – a “Green Fund” to
support clean development and adaptation on a large scale. Designed appropriately, such a fund
may provide a more equitable financial mechanism for managing forest-based activities.
The Green Fund for Forests could be generated through a simple carbon tax. According to a
recent article in the New York Times, “Top economists agree a tax on fuels and the carbon they
spew into the atmosphere would be the cheapest way to combat climate change”. Earlier this
month, Democrats in Congress proposed a federal carbon tax on fossil fuel emissions, the
revenue of which could help balance the budget as well as be distributed to the public.
California already has a gas tax equivalent to approximately $46.50 per ton of CO 2 . Increasing
this tax (protecting poorer residents through compensation programs–see Brookings Institution
report on the carbon tax -- or diverting some of the revenue toward a Green Fund for Forests
might more effectively reduce forest-based emissions while meeting the social needs of small
farmers in places like Chiapas. In that case, benefits would be de-coupled from requirements of
a carbon market.
In conclusion, interrogating finance mechanisms is central for understanding the opportunities
and limits of forest-based climate change mitigation strategies for indigenous communities such
as those in Frontera Corozal, many of whom deeply value the land and its processes in ways that
fall well outside the realm of commodification. Therefore, while safeguards can be seen as an
attempt to protect communities from the vagaries of the market, in the context of a market
mechanism they are likely to be highly insufficient. Therefore, a well-designed fund may be the
most appropriate mechanism if we are serious about safeguarding the rights of indigenous and
forest communities, and if we are to listen to Polanyi’s prescient words.
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Comments of Encourage Capital in Support of the Inclusion of REDD+ Sectoral
Offset Mechanism
We are pleased to submit these comments on behalf of our client, Encourage Capital, in
support of California's continued leadership on addressing the challenge of climate
change, and in particular, its recent Public Workshop and Staff White Paper related to
“Evaluating the Potential Role of Sector-Based Offset Credits Under the California Capand-Trade Program, including from Jurisdictional ‘Reduced Emissions from
Deforestation and Degradation (REDD+)’ Programs”.
Overview of Encourage Capital
The impacts from climate change are already having far-reaching, and perhaps disastrous
effects, on natural ecosystems and human livelihoods. Encourage Capital believes that
the capital markets must play a critical role in providing incentives for both reducing
greenhouse gas emissions and sequestering carbon in biological systems such as forests,
grasslands, wetlands, and agricultural systems.
Encourage Capital invests in and is designing ecosystem-based investment strategies to
address global climate change. Encourage Capital believes that investing in projects
focused on the conservation, restoration and improved management of biological systems
— such as forests — is one of the most reliable and most cost-effective ways to address
climate change. Such projects also provide co-benefits such as healthier ecosystems that
support biodiversity, sustainable wildlife habitat and fresh water.
Encourage Capital has become a leader in financing ecosystem-based carbon offset
projects that develop carbon credits for the California carbon market. Our EKO Green
Carbon Fund invests in projects that rely on changes in forest management practices that
are designed to preserve more carbon. We are also developing investment strategies to
support “REDD” projects, which are aimed at reducing tropical deforestation and forest
degradation.
Inclusion of a REDD+ Sectoral Offset Mechanism is Critically Important
Emissions associated with forest loss, agricultural expansion, and other land-use change
account for one third of global carbon dioxide output. Thus, without developing the
governance systems to address the crisis of global deforestation, we cannot solve the
Baker & McKenzie LLP is a member of Baker & McKenzie International, a Swiss Verein.
3611647-v2\

climate change challenge. As discussed in the Staff White Paper, myriad co-benefits can
be realized from a REDD mechanism from biodiversity preservation to increasing the
value that forest-dwelling communities realize from conserving forests, all of which are
of critical importance to support.
Direct Benefits to California's Cap and Trade Program
California's efforts to include within its cap and trade compliance program international
REDD+ offsets will directly benefit the California program by creating an expanded pool
of eligible compliance offsets, thereby diversifying and enhancing the overall offset
mechanism as the program moves forward. This will be increasingly important to the
extent the future targets are ratcheted downward consistent with the Governor's stated
reduction goals and the best climate science. Maintaining a robust offset mechanism as a
credible means to achieve cost effective mitigation will be essential going forward.
International Importance of California's Efforts
In addition, California's REDD+ efforts are not occurring in a vacuum. What California
achieves will be closely followed by governments around the world as part of their
commitments under the United Nations Framework Convention on Climate Change
(UNFCCC), as well as other United Nations bodies, such as the International Civil
Aviation Organization (ICAO). The urgent need to address global deforestation is clear.
The parties to the UNFCCC and ICAO are both considering how best to create inclusive
opportunities to contribute to reducing greenhouse gas emissions through, among other
things, market based measures. In both contexts, the parties have not yet established the
details for how best to include sectoral REDD+ into their own compliance regimes. Thus,
California's current efforts are extremely valuable to the overall global governance
considerations. If California develops a replicable governance model, it would materially
advance the broader effort to tackle deforestation at scale.
Existing Standards and Efforts Should Be Incorporated
At the same time, California should not start this effort from scratch or re-invent the
wheel. Rather, it can leverage the great work achieved over the past decade by the
UNFCCC process and leading standards institutions, such as the Verified Carbon
Standard (VCS). The UNFCCC has created the standards for environmental and social
safeguards. The VCS has created the standards for the technical details on accounting for
reductions at a jurisdictional level while continuing to allow projects to "nest" within
such jurisdictional approaches. The ability for projects to receive private sector
investment in the context of a jurisdictional program, where the performance of the
jurisdiction as a whole is measured, is a critical element to attract private sector
investment.
These efforts provide a solid foundation from which California should build its program.
Taking the next step by creating the first fully formed compliance template based on the

3611647-v2\

2

collective efforts and existing standards will send a very strong and productive signal to
the rest of the world.
We applaud California's continuing efforts and welcome the opportunity to engage
further on developing the critically important sectoral REDD+ crediting mechanism for
California's cap and trade program.
Yours sincerely,

Richard Saines
Partner
312-861-2835
richard.saines@bakermckenzie.com

Encl.
Cc:

Rajinder Sahota
California Air Resources Board
By email: rsahota@arb.gov

Eron Bloomgarden
Encourage Capital
By email: Click here to enter CC1 Delivery Details.
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November 16, 2015
Rajinder Sahota, Branch Chief, Cap-and-Trade Program
California Air Resources Board (ARB)
1001 I Street
Sacramento, CA 95814
RE: Potential Role of Sector-based Offsets in the California Cap-and-Trade Program
Dear Ms. Sahota:
The American Carbon Registry (ACR), an ARB-approved Offset Project Registry (OPR) for the California
cap-and-trade program, commends ARB for initiating a process to incorporate into California’s cap-andtrade program sector-based offsets from reduced emissions from deforestation and forest degradation
(REDD). We appreciate the opportunity to provide comments.
ACR supports California’s potential inclusion of well-designed sectoral crediting mechanisms for REDD+
activities and applauds ARB’s global leadership in this area. The inclusion of REDD+ in California’s capand-trade program offers the benefit of reducing deforestation in key international jurisdictions, while
also providing potentially large‐scale emission reductions to fill the offset supply gap that ACR and
others have forecast, helping to contain costs for capped California entities.
ACR believes the science underpinning REDD+ is sound, making it possible to ensure the environmental
integrity of emission reductions from REDD+ activities. In addition, we believe that a well-designed
REDD+ program can achieve multiple social and environmental objectives in the partner jurisdictions,
including supporting sustainable livelihoods and poverty reduction in local communities, while providing
biodiversity and other ecosystem benefits. To achieve these broader objectives, it is critical to
incorporate safeguards to ensure that the rights of local stakeholders are recognized, that they have
been effectively engaged in and support the REDD+ project/program, and that they will share in the
benefits.
ACR’s parent organization, Winrock, has been a recognized global leader in the field of measurement
and monitoring of carbon in land use activities for some 20 years. Indeed, we appreciate that Winrock’s
current work with the Governors’ Climate and Forests Task Force (GCF) was mentioned in ARB’s Staff
White Paper on the potential inclusion of REDD offsets (Oct. 19, 2015). In 1992, Winrock’s board of
directors approved an internal investment to develop scientifically robust measurement and monitoring
methods for carbon sequestration projects focused on forestry and agricultural systems. Winrock
played a central role in the first U.S. forest carbon and international REDD projects developed almost 15
years ago and since then has been at the epicenter of the development of the science of carbon
measuring and monitoring methodologies for terrestrial carbon sequestration projects, as well as the
development of innovative approaches to address concerns about permanence and leakage. Winrock
also builds capacity of individuals, organizations, and governments around the world to measure and
monitor emissions reductions from terrestrial carbon sequestration projects.
Building on this experience, in 2011 Winrock and ACR convened a high-level technical team that worked
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for over a year to develop the ACR Nested REDD+ Standard (generally referred to as the Standard
hereafter), which we hope can help to inform California’s requirements for sectoral REDD+ crediting.
The Standard provides requirements for project-level REDD+ activities nested within a jurisdictional
accounting framework to register emissions reductions on ACR. The Standard does not attempt to
prescribe how jurisdictions should design their accounting frameworks, but rather ensures that key
minimum criteria are met for a nested project to register emissions reductions. Project activities must
follow baseline, leakage, monitoring, and other technical requirements developed at the jurisdictional
level, which must meet criteria as defined in the Standard. Equally important, the Standard specifies
how differences in project-level and jurisdiction-level performance can be reconciled, and defines social
and environmental safeguard requirements based on internationally recognized approaches. Some of
the relevant elements of the Standard are highlighted in our more specific comments herein.
ACR was pleased to participate in all three REDD Offset Working Group (ROW) workshops prior to
issuance of its recommendations and appreciates the opportunity to provide comments on the
technical, architecture, and safeguards aspects of the ROW recommendations, as presented below
(numbering corresponds to that used by the ROW for its recommendations).
2.1

Determining the Scope of REDD+

Winrock and ACR agree with the ROW’s recommendation that Partner Jurisdictions should account for
emissions from deforestation and forest degradation in their jurisdictional REDD+ programs, adding
removals through carbon stock enhancement when appropriate. This ensures that significant sources of
forest-related carbon emissions are covered. Many drivers of forest degradation exist, and the ROW
recommendations refer to “logging, fire, human use, or other activities.” Human use and other activities
should consider such activities as selective logging, forest fires, overgrazing, fuel wood harvest, and
forest clearing that does not qualify as deforestation due to its small scale nature. While logging and
forest fires are likely to be observed and quantified most easily using remote sensing methods and are
easiest to attribute to a specific driver of change, they are unlikely to compose 100% of all degradation
activities across the states and provinces included in the GCF.
2.2

Reference Levels, Additionality and Own Effort

The ROW recommends that Partner Jurisdictions base their reference levels (RLs) on a ten-year average
of annual emissions during 1995-2010, using the best available data. They also acknowledge that under
certain circumstances, the RL may be adjusted from the historical average to account for rigorously
justified state-specific circumstances. While we agree the ten-year historical average may be the
simplest approach to setting a RL, it is not necessarily the most conservative.
For example, if states in Indonesia included the late 1990s in their RL (as is allowable for a ten-year
average within a window of 1995 to 2010), then the RL would be higher than if these years were not
included, as the late 1990s were a unique period of massive deforestation and peat drainage associated
with the Mega Rice Project. As currently written, the text in the recommendations provides the option
for jurisdictions to adjust their RL to account for state-specific circumstances. While there may be
incentive to do this in cases where states want to raise their RL, and therefore maximize their crediting
opportunities, states are unlikely to voluntarily decrease their historically based RLs.
Therefore, we suggest that ARB rules address cases where the historical average results in a higher RL
than is likely to be realistic in a future projection scenario.
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2.3

REDD+ Architecture

2.3.1 Crediting Pathways and Nested Crediting
ACR agrees with the ROW’s recommendation that a “cap-and-trade program Administrator like
California should not issue credits directly to REDD+ Partner Jurisdictions, but instead recognize credits
issued by Partner Jurisdictions or approved third-party programs that meet California’s requirements.”
We agree that there is a significant opportunity for California to leverage existing ARB-approved OPRs to
achieve its goals. Jurisdictions solely responsible for crediting themselves would incur a conflict of
interest in that they would have an incentive to maximize credit issuance. Involvement of OPRs would
help address this conflict. Also, jurisdictions cannot reasonably be expected to pursue downward
adjustments in RLs, even when justified. OPRs could play a role in flagging issues of RL integrity. Finally,
the complex nature of REDD crediting and the shared interest in ensuring integrity of all issuances
warrants the additional level of assurance provided by OPRs.
ACR offers uniquely strong value as an OPR, as we can bring to bear the expertise of Winrock. Winrock
authored the ACR Nested REDD+ Standard and served as technical lead for the development of the
Verified Carbon Standard (VCS) jurisdictional REDD+ accounting. Furthermore, Winrock has provided or
is currently providing technical leadership for the design of RLs and MRV systems for national and
subnational REDD+ programs under the UNFCCC for 16 countries, including Cambodia, Chile, Colombia,
Costa Rica, Democratic Republic of the Congo, Ghana, Guatemala, Guyana, Indonesia, Kenya, Laos PDR,
Liberia, Malaysia, Mozambique, Peru, and Vietnam. This experience, along with Winrock’s physical
presence in many GCF jurisdictions, would provide an especially strong capability to ensure that REDD+
programs are operationalized with respect to the full letter and intent with which they have been
designed.
The ROW document points out that “California’s cap-and-trade regulations (and associated staff report)
propose two pathways for crediting international sectoral policies and measures (including REDD).
Specifically, jurisdictions could be credited for sector-wide emissions reductions achieved, and/or
project developers could be credited for projects that are nested within a jurisdiction-wide sectoral
program.”
As highlighted earlier in our letter, recognizing the benefits to the current market of creating a
mechanism to register “nested” projects, the ACR has published its ACR Nested REDD+ Standard, which
we hope can provide options for approaches to some of the complex design elements for sectoral
REDD+ crediting as California’s develops its requirements. This Standard provides registration
requirements for project-level REDD+ activities – including conservation of forest carbon stocks,
sustainable management of forests, and enhancement of forest carbon stocks – following baseline,
leakage, monitoring and other technical requirements developed at the jurisdictional level, provided
these meet criteria specified in the Standard. A “nested” REDD+ project is one that is accounted and
monitored in reference to the jurisdictional accounting framework (baseline, leakage assessment,
monitoring requirements) in which the project takes place. This can have the benefit of reducing
transaction costs for projects, allowing the use of the baseline and other requirements developed by the
jurisdiction rather than having to develop these at the project level. Meanwhile, creating such
frameworks can help jurisdictions attract private capital for REDD.
It is important to note that the Standard does not prescribe how jurisdictions should design their
accounting frameworks, but does set threshold criteria that must be met in order for a project nested
within that framework to register on ACR. Equally important, the Standard specifies how differences in
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project-level and jurisdiction-level performance can be reconciled. We recognize that jurisdictional
REDD programs will be more significant drivers of large-scale emissions reductions than nested projects,
however it is important to present rigorous mechanisms that can enable crediting from nested projects
in cases where both jurisdictional and project-level crediting are allowed by the jurisdiction.
2.3.3.1 Leakage
The ROW recommends that Partner Jurisdictions develop frameworks and mechanisms that seek to
eliminate the risk of international and interstate market leakage, by increasing production of
deforestation- and degradation-driving commodities at a similar level to what would take place in the
absence of the REDD+ program. This would be done by intensifying yields on lands already cleared and
through reduced impact forest management. In addition, the ROW recommends Partner Jurisdictions
account for any residual interstate leakage, ensuring only net GHG reductions are credited.
We agree with these approaches and would like to highlight the importance of including in the leakage
accounting changes in emissions in other sectors; otherwise, there is potential for cross-sectoral leakage
(i.e., emission reductions in one sector result in increases in emissions in another sector). The precedent
exists in the CDM and in voluntary markets to account for these types of emissions: for example,
emissions from fertilizer use, livestock displacement or intensification, etc. are included in forestry
projects in many CDM and voluntary methodologies. The same type of accounting is also necessary at
the jurisdictional scale to ensure that atmospheric integrity is maintained.
Note that the Standard includes an innovation for leakage accounting that may be worth consideration
for adaptation in the ROW recommendations. The Standard proposes a Leakage Buffer Account to
correct for the temporal discrepancy between crediting to a nested project and the jurisdictional
leakage assessment. Since jurisdictions will only perform their leakage assessment periodically, with
nested projects being verified and credited at more frequent intervals, there will be a temporal
discrepancy in which projects may have been issued and sold credits before the jurisdiction attributes
leakage to projects nested within the jurisdiction. This could result in a project being issued and/or
selling more credits than it should actually receive, if the subsequent jurisdictional leakage assessment
assigns that project more leakage; on the other hand, projects initially required to deduct leakage and
subsequently attributed less leakage by the jurisdictional leakage accounting framework will have
received too few credits.
To address this timing issue, the Standard establishes a Leakage Buffer Account for nested REDD+
projects, modeled on but separate from the ACR non‐permanence buffer account. All nested projects
will be required to calculate leakage per the requirements of the applicable project‐level methodology,
but rather than simply being deducted from net emission reductions, leakage tons will be created in the
Leakage Buffer Account. This account can then be managed to correct for the temporal discrepancy: if
when the jurisdictional leakage assessment occurs, a project is attributed less leakage than the tons
deposited in the Leakage Buffer Account at the time of issuance, the difference can be credited back to
the project by moving credits from the Leakage Buffer Account to the project proponent’s account. If a
project is attributed more leakage than the tons deposited in the Leakage Buffer Account at the time of
issuance, the tons in the Leakage Buffer Account would be retired and the project proponent would be
required to make up the difference by depositing additional credits into the Leakage Buffer Account for
immediate retirement.
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2.3.3.2 Reversals and Significant Natural Disturbances
REDD+ projects nested within a jurisdictional accounting framework face many of the same reversal
risks as non-nested projects. For unanticipated natural reversals, we are pleased that the ROW
document recognizes the importance of buffer mechanisms and potential insurance products. Like other
programs, ACR operates a buffer pool into which offsets from the project can be deposited; or, unique in
the voluntary market to ACR, the project proponent can elect to deposit other non-reversible offsets
into the buffer account. This has the advantage of backing reversible tons with non-reversible tons, and
is similar to ARB’s acceptance of the use of CA allowances to compensate for forest carbon reversals in
the CA cap-and-trade program.
We suggest ARB consider a similar option, which would allow Jurisdictions to accept non-reversible GHG
reductions achieved in other parts of their low-emissions development strategy to populate both the
buffer account for unanticipated reversals, and a Performance Reserve Account for crediting nested
projects in the case of jurisdictional non-performance (see below).
REDD+ projects nested within a jurisdictional accounting framework may also face risks due to being
nested – for example, risks of jurisdictional non-performance jeopardizing crediting to the project, since
total crediting to nested projects may not exceed emission reductions and removals achieved at the
jurisdictional level. On the other hand, nested projects may have access to risk mitigation mechanisms
provided by the jurisdiction (or by private entities providing risk products to the jurisdiction) that nonnested projects do not. ACR thus requires jurisdiction-level risks to be addressed in the risk assessment
process, and allows jurisdiction-level risk mitigation tools to be used where these exist. The Standard
highlights some of these. For example contractual risk, such as jurisdictional government breach of
commitments to a REDD+ project, must be addressed by project proponents providing documented
evidence of support from the relevant government bodies, evidence of long-term contracts in similar
(forestry and natural resource) sectors, and evidence of mechanisms in place to mitigate contractual risk
such as political risk insurance products covering breach of contract, non-honoring of sovereign
obligations, change in law, etc.
Distinct from contractual risks, nested REDD+ projects face crediting risk to a performing project (i.e.
one that is successful in achieving GHG reductions) from a non-performing jurisdiction (i.e. one that
does not succeed in reducing emissions below the jurisdictional reference emission level). In this case,
considerations of environmental integrity would dictate that credits issued to a nested project should be
reduced if deforestation in the jurisdiction has stayed the same or increased. Such jurisdictional nonperformance is likely to be excluded from currently available political/contractual risk insurance
products.
To mitigate such risks, the Standard allows nested projects to use jurisdictional non-performance risk
mitigation mechanisms such as a Performance Reserve Account, replacement REDD+ credits, or
conditional Emission Reduction Purchase Agreement. A Performance Reserve Account (PRA) is an
account into which the Jurisdiction deposits and/or requires nested projects to deposit a portion of their
credits at each issuance. In the event of project performance and jurisdictional non-performance, the
project would be compensated by REDD+ credits drawn from the PRA. In this way projects are not
credited when the jurisdictional reference emission level has been exceeded, but are compensated from
the PRA. Jurisdictions may choose to design their PRA such that the PRA is populated partially with
credits from other (non-REDD+) low-emission development strategies, provided that such credits are
developed using protocols that provide real, additional, quantifiable, permanent, and verifiable
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reductions. For descriptions of other jurisdictional non-performance risk mitigation options, see the
Standard.
2.3.4 Measurement, Monitoring, Reporting and Verification
The ROW recommends that uncertainty be managed with a sliding scale discount (incentivizing an
increase in certainty over time) and possibly by establishing an acceptable threshold level of uncertainty.
Broadly, we agree with this approach but advise against the use of binary thresholds (i.e., eligible or
ineligible), as these types of “cliffs” have the potential to encourage cheating and/or bad science. If
Partner Jurisdictions are required to meet certain requirements, the alternative to not meeting these
requirements is non-participation, and the time and cost involved in collecting additional data or
conducting additional analyses are too onerous, then Partner Jurisdictions will be tempted to present
data in a way that fits within existing requirements.
We suggest keeping the sliding scale discount approach, but broadening recommendations to cover all
scenarios. This could involve requiring Partner Jurisdictions with highly uncertain analyses to take an
overly high default uncertainty deduction. The onus would then fall to the Jurisdiction to decide
whether to accept the harsh penalty, collect additional data, or conclude that the Jurisdiction’s REDD+
initiative is non-viable.
Another example is related to minimizing leakage risk; if Partner Jurisdictions are required to show an
increase in commodity production as a way to prove that no leakage has occurred, and the alternative is
an expensive and time-consuming leakage analysis, then they will be more likely to look for ways to
conduct the analysis so that the results comply with the associated requirements.
2.4

Development and Recognition of Safeguards

ACR believes that a well-designed REDD+ program that incorporates rigorous safeguards can achieve
multiple social and environmental objectives in the partner jurisdictions. The objective of environmental
and social safeguards is to prevent and mitigate undue harm to the environment and people. For
REDD+, in addition to helping to minimize or manage risks, well‐designed safeguards can go beyond “do
no harm” and enhance social and environmental benefits, demonstrating achievement of objectives
beyond emissions reductions such as supporting sustainable livelihoods, poverty alleviation and
biodiversity conservation. To achieve these broader objectives, it is critical that safeguards are designed
to ensure that the rights of local stakeholders are recognized, that they have been effectively engaged in
and support the REDD+ project/program, and that they will share in the benefits. Furthermore, it is
imperative that systems be in place for ongoing monitoring and reporting of impacts and benefits.
Safeguard policies generally include standards and performance indicators, against which the
compliance of activities is assessed and measured, as well as processes like environmental and social
assessment and stakeholder consultations1 and mechanisms for reporting grievances2. Safeguard
policies can also include (or not) requirements for Free, Prior and Informed Consent3 and requirements
for relocation, whether voluntary or involuntary.
The ROW recommends that the Partner Jurisdictions should recognize and respect the rights of
indigenous peoples and local communities in their REDD+ programs, including application of the
principle of Free, Prior, and Informed Consent based on the culturally-appropriate decision making
1
2

FCFP/UN-REDD Guidelines on Stakeholder Engagement in REDD+ Readiness
FCPF Guidelines for Establishing Grievance and Redress Mechanisms
3 UN‐REDD Programme Guidelines for Seeking the Free, Prior, and Informed Consent of Indigenous Peoples
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process of affected communities, as elaborated under global best practice safeguards standards, naming
as an example REDD+SES.
ACR’s safeguard requirements for registration of nested and non-nested REDD+ projects, outlined in Chapter
5 of the Standard, are in agreement with this recommendation. However, ACR has adopted multiple
internationally recognized safeguard approaches, which are being implemented in jurisdictions around the
world, including not only REDD+SES, but also the UN-REDD Programme Social and Environmental Principles
and Criteria (SEPC) and the World Bank Forest Carbon Partnership Facility (FCPF) Readiness Fund’s Common
Approach to Environmental and Social Safeguards.

In addition, ACR requires the following for registration of nested and non-nested REDD+ emissions
reductions, which in some cases may be more stringent than the requirements of the safeguards:






Free Prior and Informed Consent (FPIC): All projects must demonstrate the FPIC of indigenous
peoples and respect and uphold the decision taken, whether consent is given or withheld; 



Relocation: ACR will not register projects in which there has been relocation, whether
involuntary or voluntary; and 



Impacts: Projects must “do no harm” and go beyond this threshold to demonstrate social and
environmental benefits including gender equity, full and transparent benefit sharing and
enhanced social and economic well‐being, and enhancement of biodiversity and other
ecosystem services. 

In order to ensure that REDD+ projects eligible for the California market meet the highest environmental
and social standards, ARB may also want to consider adopting specific safeguard requirements in
addition to adopting internationally-recognized policies such as those developed by the World Bank, the
United Nations and REDD+SES.
In conclusion, ACR is encouraged by ARB’s consideration of the ROW’s valuable recommendations. We
appreciate the opportunity to comment and look forward to continued engagement as California
creates its requirements for sectoral crediting of emissions reductions from REDD. If you would like to
further discuss these suggestions or any other issues affecting sectoral offsets, please feel free to get in
touch.

Respectfully,

Jessica Orrego
Forestry Director

Mary Grady
Director, Business Development

Lauren Nichols
Technical Manager

Arjun Patney
Policy Director
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The following comments are in response to the California Air Resources Board white paper,
“Scoping Next Steps for Evaluating the Potential Role of Sector-based Offset Credits Under the
California Cap-and-trade Program, including from Jurisdictional “Reducing Emissions from
Deforestation and Forest Degradation” Programs, published October 19th, 2015 and workshop
that took place on October 28th, 2015 in Sacramento, CA.
To betray nature is to betray us. To save nature is to save us.” “We are not apart from
nature, we are a part of nature.
To betray nature is to betray us. To save nature is to save us.” -Prince Ea from Dear Future
Generations: Sorry
Climate Change: An Urgent Global Challenge
with California Leading on Solutions
People around the world – from business
leaders to artists, mothers, fathers, and the
Pope – are understanding the critical challenge
of climate change and the urgency of the need
to take action now. Human ingenuity and
adaptation can only go so far within a
reasonable time frame. Fortunately, we have a
solution that works now as well as the
institutional framework for implementing and
financing forest conservation and management
as a means of climate change mitigation: The
UN negotiated Reducing Emissions from Deforestation and Forest Degradation, REDD+.
Foorests cover 30% of the Earth’s land area and about 1.6 billion people rely directly on forest
resources for their livelihoods 1. They are some of the most spectacular landscapes on the
planet and our greatest ally in regulating climate. Since the onset of human civilization,
however, deforestation has led to the destruction of nearly half of the world’s trees, and what
should be our greatest means of carbon storage has become the second largest emitter of
greenhouse gases 2.
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Destroying trees for commodity production, cattle grazing, and for local livelihoods has reduced
the world’s forests capacity to absorb and store carbon dioxide. As we face the most critical
1
2

World Bank, FAO, FPP
Nature – Global Tree Density
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challenge of our time – climate change – the paradigm is shifting. Now more than ever, the
science is clear: the single most important thing one can do to is to keep trees standing. And
tThe progression of REDD+ toward larger scales and increased integration with jurisdictional
development has signaled a maturity and focus on long-term sustainability that is much
needed. Jurisdictional approaches to REDD+ engage governments in ways that projects alone
cannot. They embed REDD+ actions within a longer-term strategy, supporting sustainability of
actions and results.
Now more than ever, the science is clear: the single most important thing a government, a
corporation, or an individual can do to take climate action now is to keep trees standing.
Code REDD supports the conclusions of the REDD+ Offsets Working Group and supports the
California Air Resources Board’s interest in continuing to pursue sector-based offsets such as
REDD+ for inclusion California’s cap and trade program. REDD+ inclusion in California’s cap
and trade system is an important step for scaling reliable finance for forest conservation as a
critical and necessary mitigation activity.

Formatted: Font: (Default) +Body (Calibri),
12 pt, Italic
Formatted: Font: +Body (Calibri)
Formatted: Font: +Body (Calibri)
Formatted: Font: +Body (Calibri)

Formatted: Font: +Body (Calibri)
Formatted: Font: (Default) +Body (Calibri),
12 pt, Not Italic, Font color: Text 1
Formatted: Font: +Body (Calibri)
Formatted: Font: +Body (Calibri)

Code REDD applauds California’s leadership on climate policy and REDD+. With the introduction
of sector-based offset credits from jurisdictional REDD+ programs, California is poised to be the
global leader on forest conservation, and California’s leadership has the ability to send signals
to carbon markets and to REDD+ countries in need of sustainable funding.
Code REDD supports the inclusion of REDD+ credits via Monitoring, Reporting, and Verification
standardss that ensure quality offsets are delivered. As stated by the Verified Carbon Standard
in their comments to the CARB, “This will be needed to ensure atmospheric integrity, maintain
confidence in California’s Cap-and-Trade Program, and attract business interest and market
investment in the sector.” We agree that the CARB require or give preference to credits that are
issued under jurisdictional programs that employ proven, international best-practice
accounting and crediting frameworks like VCS Jurisdictional and Nested REDD+ (JNR). ARB has
the ability to set the standard for how accounting frameworks are Jurisdictional and Nested
REDD (JNR), and Code REDD recommends that this be a requirement for credits issued. Acre,
Brazil, whose views were presented October 28th, have already incorporated the VCS JNR
Framework, and are potentially following the ROW recommendations of California.
Code REDD reiterates its experience that the private sector, including the business and
investment communities in California and abroad, as well as civil society, support REDD+. In
2013, Code REDD released its private sector letter of support for REDD+ that included regulated
California companies such as Pacific Gas and Electric as well as major consumer facing brands
such as Disney. Further, in April 2015 Code REDD launched its Stand for Trees crowdfunding
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platform and has since transacted nearly 45,000 tonnes of REDD+ credits to individual
purchasers. This demonstrated citizen and corporate support for REDD+ is a powerful signal to
California’s legislature that there is widespread popular support for forest conservation as a
means of climate change mitigation and that the world’s forests are relevant to them.
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Further REDD+, in the context of current standards and best practices, can have a
transformational and positive impact on indigenous and local communities. Several REDD+
projects around the globe are even owned and managed by local and indigenous communities.
REDD+ is a proven model for sustainable economic development that advances the newly
minted Sustainable Development Goals. REDD+ harnesses a new model for development - one
that challenges the traditional donor model and empowers indigenous and local communities
to articulate a low carbon development path for themselves.
As Air Resources Board Member Hector de la Torres accurately described in his opening
remarks on October 28th when addressing California’s responsibility in addressing climate
change he said, “California can’t do it alone. We are first taking care of California, then building
Momentum elsewhere.” Indeed, California is acknowledged globally as a leader on climate
change, beginning with steps here in California. With the introduction of sector-based offset
credits from jurisdictional REDD+ programs, California is poised to be the global leader.
California’s leadership has the ability to send signals to not only the market for carbon credits,
but to the many tropical forest countries who support REDD+ and are awaiting funding sources.
Code REDD supports the full implementation of such a program, and as an organization have
seen the immense benefits to the people of California, to indigenous communities throughout
the world, to businesses and to the climate.
Global Support
Code REDD seen an incredible global response in support of REDD+ projects, which has only
increased over time. The Stand for Trees crowdfunding platform, launched in April of 2015,
protects the world's most spectacular forest landscapes and the communities and wildlife that
call them home. We The campaign inspires awareness of the value of forests through art,
information, and technology while providing individuals with the opportunity to contribute to a
sustainable income stream for high-impact forest conservation projects. The campaign has seen
overwhelming support of REDD+ projects and has led to the sale of over 45,000 tonnes of forest
carbon offsets by over 23,000 individuals from California and abroad.
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Be A Part of the Solution: About Code REDD
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Code REDD was founded in response to the urgent need to take
action to end deforestation now. Code REDD isWe are an
environmental non-profit organization that advocates for forest
conservation as a means of climate change mitigation through the
United Nations international framework for forest monitoring and
management called Reducing Emissions from Deforestation and
Forest Degradation, or REDD+. We believe supporting REDD+ projects is the single most
important action an individual, corporation, or government can take to protect the most
beautiful and important ecosystems in the world while reduceing greenhouse gas emissions,
empowering local and indigenous communities, and protecting threatened wildlife. leverages
the power of community to inspire, motivate, and ultimately take action to conserve forests at
scale. Our work engages with communities around the world, including local and indigenous
communities living in and around forests, businesses, governments, and global citizens.
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Code REDD leverages the power of community to inspire, motivate, and ultimately take action
to conserve forests at scale. Our work engages with communities around the world, including
local and indigenous communities living in and around forests, businesses, governments, and
global citizens.
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Indigenous and Local Communities: Code REDD Project Code of ConductThe Benefits of REDD+
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Code REDD’s has observed the benefits of projects that acknowledge and support Code of
Conduct prioritizes the rights and roles
of indigenous and local communities
living in and around project areas.
These communities are the first line of
defense
against
the
economic
incentives driving deforestation in
threatened forests. Our Just as Code
REDD’s project developers work closely
with the indigenous and local
communities to ensure equitable
benefit-sharing and a long-term
commitment to sustainable land use, ARB should too. .
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Code REDD recognizes the need for robust, detailed, enforceable monitoring, reporting and
verification (MRV) in California’s proposed introduction of jurisdictional programs. Code REDD
works only with projects that meet the highest standards of excellence. Projects must adhere
to our Code of Conduct, and the REDD+ framework is based on a ‘pay for performance’ model.
Projects are rewarded for delivering verified emissions reductions and community benefits as
verified by the Verified Carbon Standard (VCS) and CCBA standards.
Code REDD supports the inclusion of REDD+ credits via MRV stands that ensure quality offsets
are delivered. ARB has the ability to set the standard for how accounting frameworks are
Jurisdictional and Nested REDD (JNR), and Code REDD recommends that this be a requirement
for credits issued. Acre, Brazil, whose views were presented October 28th, have already
incorporated the VCS JNR Framework, and are potentially following the ROW
recommendations of California.
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Businesses are integral to transforming how the world values nature. Companies that support
REDD+ projects recognize the essential role forests play in regulating the global climate,
protecting water supply, and preserving biodiversity. Their commitments to sustainable
practices and though leadership are vital for scaling sustainable land use in forest ecosystems.
Code REDD engages with corporate champions and communicates the value of REDD+ to
businesses through advocacy, events, and creative collaboration. Code REDD continues to
receive inquiries from California-based companies that desire to offset their unavoidable
carbon emissions through REDD+ projects.

Formatted: Font: +Body (Calibri), 12 pt

Governments

Formatted: Font: +Body (Calibri), 12 pt, Not
Bold

Governments are essential to regulating and managing land use around the world. Political
support for sound forest management and commitments to financing sustainable land use
through REDD+ is critical. Code REDD continues to communicates with local and national
governments to educate and demonstrate citizen support for forest conservation and their role
in climate change mitigation. Now, California has the opportunity to be the leader to so many
countries and states around the globe that are interested in being part of a win-win solution
that delivers a high benefit to cost and preserves tropical forests. During the upcoming climate
negotiations in Paris, the rules for how REDD+ credits may be finalized. That said, no
transactions on the global market have taken place. It is critical that California be at the
forefront to set the standards for market payments that uphold the values of the people of
California and all those impacted by these transactions.
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Thank you to theWe thank the California Air Resources Board for addressingconsidering
sectoral-based REDD+ offsets and protecting the people of California and the tropical forests in
which all of humanity benefits.
"It is an incalculable added
pleasure to any one's sum of
happiness if he or she grows
to know, even slightly and
imperfectly, how to read and
enjoy the wonder- book of
nature."
-Theodore Roosevelt
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Engaging Individuals Who Want To
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Take Action: Stand for Trees
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The Stand for Trees crowdfunding platform
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protects the world's most spectacular forest
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landscapes and the communities and wildlife
that call them home. We inspire awareness
of

the

value

of

forests

through

art,

information, and technology while providing
individuals

with

the

opportunity

to

contribute to a sustainable income stream
for high-impact forest conservation projects.
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Regards,
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Kate Levin
Executive Director, Code REDD

Prince
Ea’s
Dear
Future
generations: Sorry video, inspired
by Stand for Trees, went viral on
the internet after its debut on
April 20th. The video now has
almost 85 million views on
Facebook and over 1.5 million
views on YouTube. The youth
activist has since taken the main
stage at Sustainable Brands
where he received a standing
ovation for revolutionizing the
way young people think and talk
about climate change.

The Stand for Trees campaign is committed to
protecting the world's most spectacular forest
landscapes and the communities and wildlife that call them home. Our work creates a
sustainable income stream for high-impact forest conservation projects, and we strive to
inspire awareness of the value of forests through art, information, and technology.
Our Values
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growinggenerating financial support for the
work of REDD+ projects around the globe. We
believe in an inclusive approach to solving the
climate change crisis and engage with all of the
Earth’s
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including
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communities, businesses, artists, and citizens.
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Code REDD is passionate about
communicating the value of forest
ecosystems and growing financial
support for the work of REDD+ projects
around the globe. We believe in an
inclusive approach to solving the climate
change crisis and engage with all of the
Earth’s shareholders, including
indigenous communities, businesses,
artists, and citizens.

Code REDD works only with projects that meet
the highest standards of excellence.
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"It is an incalculable added
pleasure to any one's sum of
happiness if he or she grows
to know, even slightly and
imperfectly, how to read and
enjoy the wonder- book of
nature."
-Theodore Roosevelt
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Dear California Air Resources Board Members,
Earth Innovation Institute (EII) would like to first congratulate the California Air Resources Board (ARB)
and its staff on continuing the regulatory process to bring offsets from reduced emissions in
deforestation and forest degradation into California’s Cap and Trade Program. EII works actively in many
of the jurisdictions that are members of the Governors’ Climate and Forests task force (GCF), where
deforestation is the largest source of emissions. These states and provinces are developing some of the
most ambitious climate change programs in the world, and their joint commitment through the Rio
Branco Declaration could represent a total of 4.4 Gt of avoided CO₂ emissions by 2030. Many of the
states have already achieved enormous reductions in deforestation, but have so far received very little
recognition or financial support. The program proposed by California sends a critical signal to these
regions that their efforts to reduce deforestation are recognized and valued, as a necessary component
of the global effort to mitigate climate change.
Our staff participated in the workshop on October 28th and has reviewed the associated whitepaper, and
we are impressed with ARB’s rigorous consideration of technical structures necessary to implement this
program. I participated in the REDD+ Offset Working Group, and EII is supportive of ARB’s review of the
ROW Recommendations and intention to build on these frameworks to deliver high-quality, compliancegrade offsets into the Cap and Trade Program. We believe that the process laid out by ARB in the
workshop and White Paper will ensure the atmospheric integrity of California’s program, provide critical
social and environmental safeguards, and support continued development of low-emission rural
development strategies in the tropics. California is a global standard-setter in environmental regulation
and climate action, and this program is yet another example of that leadership.
We agree that there is great value in moving this process forward in time of the third compliance period
of the Cap and Trade Program. We look forward to continuing to participate in the public process to
finalize these regulatory frameworks, and would like to offer our support.
Sincerely,

Dr. Daniel Nepstad
Executive Director, Earth Innovation Institute

November 16th 2015
Re: ARB’s proposal to include international, sector-based offset credits in cap-and-trade
Dear California Air Resources Board Chair, Board staff, and Ombudsman:
On behalf of the California Environmental Justice Alliance (CEJA), we are writing to express our
concerns with the California Air Resource Board (ARB) working paper on inclusion of
international, sector-based offset credits in the Cap-and-Trade Program, including jurisdictional
“Reducing Emissions from Deforestation and Forest Degradation” (REDD) programs. We urge
CARB to immediately halt the process of including this new protocol, for the reasons outlined
below.
International forest offsets exacerbate environmental justice issues because they fail to
result in local greenhouse gas or co-pollutant emission reductions
The communities with CEJA members work are low-income communities and communities of
color hit first and foremost by climate change. These communities live on the frontlines of our
state’s largest greenhouse gas (GHG) emitters. Nearly half of all Californians live within six
miles of a facility that is a significant greenhouse gas emitter (46 percent), but they are
disproportionately people of color – 62 percent of nearby residents are people of color as
compared to the 38 percent who are non-Hispanic white.[1]
Greenhouse gases are emitted side-by-side with noxious co-pollutants, like particulate matter,
nitrogen oxide and other carcinogens. For example, overall, people of color experience over
70% more particulate matter emissions within 2.5 miles of major GHG emitters than white
people. The co-pollutants have a range of negative health impacts, such as respiratory issues.
The communities where our members work need immediate air quality improvements and
greenhouse gas reductions, and should be of highest concern for ARB.
Inclusion of international forest offsets unnecessarily expands policies that prevent our state
from focusing on implementing solutions that benefit the most impacted communities in state.
By approving programs such as REDD, ARB creates more opportunities and incentives for
polluters to avoid reducing their emissions to meet compliance obligations under AB 32. Even
with other programs in place to reduce emissions at major emitters, including more offset
protocols promotes policies that directly contradict localized air quality benefits.
International REDD offsets have a long-standing history of producing social conflict and
human rights abuses

CEJA is in communication and coordination with many indigenous peoples and community
groups that oppose REDD and the inclusion of international, sector-based offsets under
California’s Cap-and-Trade program. REDD has a well-known and recorded history of
contributing to illegal actions, coercion, violence, forced decision-making, land grabs, and
further human rights abuses for many indigenous groups and forest dwelling people around the
globe. Unfortunately, ARB has selectively included the perspective of groups who support
REDD, rather than highlighting the many challenges or including more thorough documentation
of the abuses and social conflict that have occurred as a result of REDD programs. It is
practically impossible for ARB to monitor international forest offset programs in foreign
jurisdictions to ensure these types of abuses do not arise. It is morally questionable and poor
public policy to move forward with a program that has known human rights issues that simply
cannot be monitored accurately given the geographic scope of the program.
ARB has yet to analyze California’s Cap-and-Trade program for its environmental justice
impacts, so inclusion of more offset protocols is premature
In 2014, the Environmental Justice Advisory Committee (EJAC) made a recommendation to
ARB to assess the impacts of AB 32 implementation on environmental justice communities.
Unfortunately, ARB has yet to make any progress on this important task. The full EJAC
recommendation submitted to ARB is for the agency to: “Assess the benefits and problems of
AB32 in environmental justice communities so that as AB 32 is implemented, State Agencies
can be responsive to and responsible for the communities hit first and worst by climate change.
Collect, assemble and distribute the data on GHGs, criteria pollutants, air toxics, allowances
and offsets from over 800 reporting stationary sources by the end of 2014 and complete the
analysis by June of 2015.”
Particularly as many environmental justice organizations have expressed concerns with REDD
and other international offset programs, to move forward with authorizing these protocols before
assessing the program’s overall impact on environmental justice communities is premature.
The expansion of California’s Compliance Offset Program to include international sectorbased offsets is not required under AB 32
While under Cap-and-Trade, regulated entities are allowed to use offsets to meet up to 8%
percent of their AB 32 compliance obligations, ARB is by no means required to expand its
offsets program, as proposed.
There is no market-based evidence to suggest that more offsets are actually needed. According
to research conducted in 2013, California’s actual emission levels are lower than projected
Business As Usual Scenario. This means that ARB’s goal to produce more offset credits goes
beyond both the need and the industry’s demand for them.

In fact, under current projections, around 29% of emission reductions are expected to be met
through price signals created by Cap-and-Trade. If fully met, the current offset limit of 8% per
regulated entity would comprise 269% of reductions, clearly far beyond the total reductions
needed through offsets to meet GHG caps.
Providing more offsets without a clear need actually undermines the very logic of the Cap-andTrade system. Rather than expanding the market at a time when there is not a demand
pressure, ARB should let Cap-and-Trade increase the price of carbon to help reduce emissions.
It is erroneous to assert that just because Cap-and-Trade has been approved, international
forest offsets have also been approved. In addition, new offset protocols are unnecessary given
the current landscape of the Cap-and-Trade program.
Recommendations for ARB’s process to assess inclusion of international forest offsets
Given these concerns, we strongly urge ARB to halt the process for including international forest
offsets as an allowable program. If ARB does move forward, we urge the agency to host a
series of workshops to fully explore the issues outlined by ourselves and many other groups.
Expediting the process would undermine the legitimacy of any efforts to address our concerns in
a thorough manner.
We also strongly urge ARB to meet with international community leaders who have concerns
about international forest offset projects. At the recent 10/28/2015 workshop, ARB had a panel
of indigenous leaders in support of international forest offsets. The panel failed to include the
many groups who have already suffered negative consequences from international forest
offsets, or are opposed to the program overall. If ARB is committed to a balanced, thoughtful
process, it will meet directly with international leaders and indigenous communities who are
opposed to REDD.
In multiple places throughout ARB’s working paper, the agency refers to the expertise and role
the Environmental Justice Advisory Committee (EJAC) will play in addressing concerns raised
throughout the process. The EJAC should indeed play a critical role in outlining the main
environmental justice issues at stake in any new proposed offset protocols. We urge CARB to
seek formal approval from the EJAC before formally proposing any final international sector
based offset protocols.
Conclusion
International forest offsets such as REDD remain a program that environmental justice groups in
California are extremely opposed too. We urge ARB to halt the process for including these

offsets immediately. Inclusion of more international offsets at this time are in stark contrast to
our state’s overall goals for addressing climate change.
We look forward to discussing these concerns with you in more depth at a future date. Thank
you for your consideration,
Amy Vanderwarker, California Environmental Justice Alliance
Bahram Fazeli, Director of Research & Policy, Communities for a Better Environment
Sofia Parino, Center on Race, Poverty and the Environment
Parin Shah, Asian Pacific Environmental Network
Martha Arguello, Physicians for Social Responsibility – Los Angeles

[1] Pastor, Manuel, Rachel Morello-Frosch, James Sadd and Justin Scoggins. Minding the Climate Gap:
What’s at stake if California’s Climate Law Isn’t Done Right And Done Right Away.

State of California
--Air Resources Board
--“Scoping Next Steps for Evaluating the Potential Role of Sector-Based Offset Credits
under the California Cap-and-Trade Program, Including from Jurisdictional
'Reducing Emissions from Deforestation and Forest Degradation' Programs”

COMMENTS
Just for fun, let's suppose that one day a certain office in one of the many government office
buildings in Sacramento produces a State of California Staff White Paper to help the state decide
what steps to take next to evaluate the possible role of a time machine industry in the development
and growth of the state's economy.
The title of this imaginary White Paper specifies that time machine manufacture only has a
“potential” role in California's economy. At the time of its release, no official decision has been
made whether or not to go forward with the time machine project. Despite this pro forma reserve,
however, the White Paper never allows itself to get bogged down in doubts about whether a time
machine could actually work. Displaying a commendable and timely “Yes we can!” attitude
throughout, it instead dwells on the benefits the project could bring assuming it were feasible.
Economy-wide cost savings are of course one key incentive for going ahead with the idea.
Travellers to the future would be able to bring back finished blueprints for all sorts of devices and
products yet to be developed, making possible enormous R&D savings. By the same token,
inconvenient economic crises afflicting present-day California could be prevented by qualified time
travelers twiddling with the past events that led up to them. Indeed, whole sections of the White
Paper are devoted to detailing such benefits (pp. 8, 11-12, 40) and describing various threats faced
by California citizens and enterprises that could be met in part through the innovation of time travel
(pp. 9-11).
Nor does the White Paper neglect to mention the ways that the time machine project would help
sustain Califonia's leadership in creating models for the development of such high-concept
industries worldwide (pp. 12-13). The White Paper also lists a number of added co-benefits or
positive externalities that can be expected to be associated the development of a temporal
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displacement industry (pp. 13-15). These include favorable effects on biodiversity (retrieving the
lost DNA of extinct species for cloning so that today's biomes can be replenished), as well as the
possibility of temporarily exporting convicted criminals to the future to relieve overcrowding in
California's prisons.
Far from just enumerating the benefits of time travel, however, the White Paper also pays attention
to the nuts and bolts of time machine development. Sensitive to both the economic importance of
global supply chains and the advantages of close engagement with other governments in addressing
the need for time travel, it explores the benefits of linking California's prospective time machine
sector with those being developed in other jurisdictions. It notes potential for further cooperation
between California and Indonesia, Ivory Coast, Nigeria, Peru, Spain, Norway and Quebec, as well
as various US states (pp. 17-21), and cites already-existing memoranda of understanding with
Chiapas, Mexico and Acre, Brazil. Acre’s technical capabilities and enabling legal environment
with respect to time-machine development are singled out for particular approbation (pp. 42-45).
The White Paper also emphasizes how far technical developments in time travel have proceeded,
spelling out some of the latest advances in cosmology, string theory, wormholes, and overall
understanding of the space-time continuum, in the application of which California's universities
play a leading role (pp. 18-22).
In accordance with California's emphasis on stakeholder participation, the process of review and
consultation of which the White Paper forms a part places great importance on inviting testimony
from a wide variety of experts, as well as representatives of groups who have previously been
affected by the infrastructure associated with the temporal displacement sector. However, in keeping
with its overall positive, can-do spirit, the policy team did not regard considerations about the
impossibility of time travel to fall within the remit of the inquiry represented by the White Paper.
None of the experts consulted, therefore, was polled explicitly about whether a time-machine
construction project could actually be carried out. Most of those giving testimony were content with
this omission and were happy simply to give their views about what their field contributes, or could
contribute, to any effort to develop time travel. A few experts did depart from this format, stating
that in their judgment the project would be unwise or a waste of state revenues and should be
abandoned. However, these stakeholders were gently urged to rephrase their protests in terms of
how best to overcome difficulties and safeguard the time machine project against the repercussions
of certain inevitable problems that would arise in its implementation.
Thus the White Paper features, on pp. 40-41, a table with three columns headed “Issue”,
“Additional Work”, and “Reason for Additional Work” (excerpts below).
Issue

Additional Work

Reason

Getting from singularity or
wormhole theory to a working
physical transport mechanism
of modest size

Assess how researchers in other
jurisdictions have addressed the
issue; evaluate what counts as
acceptable size

A time machine must be suitable in
size and fittings for human
passengers

Ensuring that temporal
displacement mechanisms are
sufficiently accurate to deposit
passengers at pre-specified
dates

Determine satisfactory
methodology for manufacturing
and calibrating time-travel
equipment to internationallyrecognized standards

Efficient economic exploitation of
information-exchange across
temporal regions necessitates
robust accuracy in

Time-travellers accidentally
killing their own ancestors

Coordinate training programs for
time-travellers; research and
institute insurance measures

Safeguards are essential to ensure
against the sudden disappearance
of the present
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Safeguards for passenger
survival and health

Select optimal mechanisms for
protection against disruptions in
space-time continuum; ensure the
continuation of health safeguards
with a monitoring, reporting, and
verification system

Economic benefits depend on the
presence of humans able to to
select suitable future technologies
for transfer to the present; human
rights concerns are also important

Under “Issue” appear entries such as “Getting from singularity or wormhole theory to a working
physical transport mechanism of modest size”. Since there is no column headed “Whether the Issue
Calls into Question the Time Machine Development Project”, the table proceeds directly to practical
means for addressing the issue in question (“Additional Work”). Similarly, since there is no column
entitled “Reason (If Any) for Not Doing Additional Work”, the table proceeds directly from there to
a column justifying the additional work.
For convenience, all testimony and references used in the White Paper are fitted into this general
framework. This has a notably streamlining effect on conventional scientific reasoning. Instead of
considering whether time travel technology has a role in fostering California's economic growth, the
White Paper simply reinterprets scientific findings to support the assumption that it must do so.
Instead of considering whether time travel is possible, the White Paper can simply assume that it is,
using the procedures of petitio principii to optimize science's efficiency in arriving at the necessary
conclusions.
***
The White Paper on “Scoping Next Steps for Evaluating the Potential Role of Sector-Based Offset
Credits under the California Cap-and-Trade Program” released on 19 October is, of course,
completely different from our White Paper on time travel. For one thing, although imaginative, it's
not imaginary.
Yet the two are similar enough that the evaluation of one can serve as a guide to the evaluation of
the other. In particular, the overall approach to science that the two White Papers take is structurally
identical.
The imaginary White Paper on the potential role of time machines in the California economy is
organized around the assumption that human time travel is possible and. Accordingly, the paper is
unwilling to countenance inconvenient science. The real White Paper on the role of sector-based
offset credits in California climate policy is equally tightly organized around the assumption that
such credits are capable of contributing to climate mitigation. Equally, it ignores, glosses over, or
denies the science that contradicts that assumption.
Let me take two examples. The first is the way that the White Paper is compelled to deny basic facts
that we know about the nature of uncertainty, in particular the distinction between history and
counterfactual history. The second is the way that the White Paper is forced repeatedly to ignore the
basic climatic difference between carbon emissions of fossil origin and carbon emissions of biotic
origin. Either one of these scientific errors, both of which are committed pervasively throughout the
White Paper, is sufficient to invalidate the paper's underlying assumption that sector-based offsets
can help mitigate climate change.
Uncertainty first. Like project-based offsets, the sector-based offsets treated in the White Paper
require the setting of a “reference level” or baseline of emissions. In the case of sector-based
3

offsets, this baseline takes the form of an “emissions reduction target for the particular sector within
the boundary of the jurisdiction” issuing the offset (p. 1). It is against the “Business-As-Usual”
reductions specified by this baseline that “real, measurable and long-term” additional reductions
must be proved to have occurred through the jurisdiction's “own efforts” if credits are to be granted
and sold (p. 24). Sector-based offsets thus require that the consequences of the events of
counterfactual history be calculable with a certainty and precision commensurate with those
attaching to the events of actual history. To put it another way, the emissions levels actually
achieved under the jurisdiction's regulation can, in principle, be specified in a single more or less
precise number. So can the reductions achieved beyond this level. But in order to attribute the
difference between the two numbers to the jurisdiction's additional “own efforts”, it must be shown
that without those efforts, a precisely specifiable level of reductions would not have taken place.
That means being able to calculate numerically the difference between what did happen and what
would have happened had conditions been different. As the White Paper itself puts it, because an
emission reduction from a REDD program is 'additional' only if it would not have happened in the
absence of the project or program, it must be determined whether the forest in question “was or is
actually destined for deforestation” (p. 35). This “destiny” can be calculated, according to the
REDD Offset Working Group from which the White Paper takes many of its cues, simply by
extrapolating the “10-year historic average emissions due to deforestation” in a given forest area
into the future (p. 24) – even though the White Paper itself hints, on p. 31, that there exist incentives
to maximize credit production not only by falsifying such numbers, but also by making special,
destructive interventions in forests themselves, opening the notion of such estimates to further
ridicule.
The term “destined”, in short, inadvertently betrays the unscientific nature of the REDD premise.
The well-known FAO forester Jack Westoby put this sort of pseudo-science in its place more than
25 years ago when he noted that projecting then-prevalent US heroin-consumption trends into the
future yielded the conclusion that “every man, woman and child in the US will be a junkie by
2020”. Because of the “certainty equivalence” that sector-based as well as other offsets must posit
between counterfactual and real history, all offset credits are necessarily scientifically bogus. To
mix them with the allowances granted or auctioned under cap and trade proper is to guarantee that
the hybrid that results will be unable even to achieve verifiable emissions goals, to say nothing of
climate goals. What is perhaps even worse, incidentally, is that while sector offset economics
requires that participating technicians pretend to be able to calculate destiny, it is only the destiny of
farmers, forest dwellers and others who lie outside the circle of REDD credit-generators (project
operators or partner jurisdictions (p. 25)). The latter must methodologically be treated as, by
contrast, in possession of self-determination – making this pseudo-science not only pseudo but also
inherently colonialist in nature. A detailed discussion of this issue, however, will have to be
excluded from this particular Comment.
Second, the supposed climatic “equivalence” between carbon dioxide emissions from fossil sources
and carbon dioxide emissions from biotic sources. On p. 24, the White Paper notes that
measurements of carbon uptake from forest growth are “complicated” by the diversity of carbon
pools within tropical forests, for example, “above-ground biomass (i.e., tree trunks, etc.) versus
below-ground carbon pools (i.e., roots and soil carbon).” What the paper neglects to mention is that
there is also a difference between the pools of carbon more or less locked underground in coal, oil
and gas and above-ground carbon pools such as those of forests and grasslands. While the carbon
dioxide emissions from fossil fuels are chemically identical to those from burning or damaged
forests, they are not climatically identical. Industrial emissions add permanently to the aboveground carbon pool circulating among forests, grasslands, the air and the surface layers of the
oceans; biotic emissions do not. Furthermore, the prevention of fossil-based emissions has different
4

knock-on effects from the prevention of emissions from biotic sources, and these differences will
result in different impacts on long-term emissions trajectories and thus on global warming. With
careful policy design, the prevention of fossil-based emissions can be organized in aggregate ways
that contribute to a permanent shift away from fossil fuels, while, as many have pointed out, the
prevention of biotic emissions is likely only to delay this necessary transition. The White Paper's
persistent lumping together of the carbon dioxide from fossil fuel combustion with the carbon
dioxide from deforestation and forest degradation is therefore incorrect from the point of view of
climatology. The fact that this scientific mistake is repeated in the very term “REDD” that the White
Paper has inherited from the United Nations and other organizations is no excuse given the high
stakes involved as well as the capability of the California scientific community advising ARB to
make its own independent judgments.
The confusion between fossil emissions and biotic emissions by itself invalidates the White Paper's
arguments that the inclusion of sector-based REDD credits would be a climatically positive addition
to California's cap and trade program. To take just three brief examples:
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On pp. 9-11, the White Paper states that “reducing emissions from tropical deforestation also
reduces impacts of global climate change on California”. The implication is that because
REDD offsets reduce “emissions”, they will also reduce the impacts of climate change on
California. But both the premise and the inference are false. First, REDD offsets do not
reduce global molecule emissions even in those cases where a REDD project succeeds in
reducing emissions from local forests. The credits from a REDD project that are sold to
California greenhouse gas polluters would be designed to allow exemptions from laws that
would otherwise prevent those polluters' emission of an equal number of carbon dioxide
molecules; that is the raison d'etre for REDD credits. To put it another way, the boundaries
of a sector-based REDD offset program are not the boundaries of the jurisdiction that
administers the program. Rather, they extend across the globe to California and include the
fossil-based industries located there. Hence even in principle REDD offsets cannot reduce
the impacts of climate change on California. In fact, they would be likely to worsen those
impacts due both to the fact that prevention of biotic emissions cannot “compensate” for
fossil emissions in climatic terms and to the fact that the lack of equivalence between
counterfactual history and actual history makes the necessary measurements impossible.
Second, it is misleading to say that REDD projects even reduce “emissions”, even in local
forest areas where they manage to be “successful”. This is because any emissions from
forests that REDD projects happened to prevent are different in nature from the emissions
from California industries. Hence, again, the claim that the White Paper makes throughout
that jurisdictional, sector-based offset credits are a cost-effective means of making
greenhouse gas emissions “reductions” is unacceptable from a scientific point of view.



On p. 4, the White Paper cites estimates that emissions solely from tropical deforestation
and forest degradation account for 11-14 per cent of global greenhouse gas emissions. While
these molecular figures may well be correct, they do not imply that tropical deforestation
and forest degradation are responsible for 11-14 per cent of global warming. That would
only be the case if fossil emissions were equivalent to biotic emissions in terms of climate
history, which they are not. It is thus unscientific to use such numbers to attempt top reduce
the share of responsibility for climate change that falls on the extractors and users of fossil
fuels.



On pp. 39-40, the White Paper claims, in response to stakeholder concerns, that “polluters’
obligations to reduce emissions will not be diminished by the potential inclusion of a REDD

program”. This is a confusion based, again, on the failure to distinguish fossil and biotic
emissions. By paying for pollution rights generated by sector-based REDD offset programs,
California industries would indeed be able to evade otherwise legally-binding obligations to
reduce fossil-based emissions; that's the reason they would buy them. Yet even in the
unlikely circumstance that these offset credits represented lowered biotic emissions, they
would not represent lowered fossil emissions, which are, climatically speaking, a very
different and far more serious thing. California polluters, who are responsible for so much
social and environmental damage within the state, would therefore indeed find themselves
under less obligation to address both fossil-emissions and climate-change issues.
Larry Lohmann
Co-Director
The Corner House
Station Road
Sturminster Newton, Dorset
DT10 1BB
UK
larrylohmann@gn.apc.org
www.thecornerhouse.org.uk
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Loosing the forest for the trees
The present discussion about increasing the supply of offsets distracts from the purpose
and could undermine the effectiveness of AB32. The ARB White Paper and the October
28 workshop presentations emphasize a goal of reducing compliance costs, seemingly
losing sight of the purpose of AB32: to reduce greenhouse-gas emissions in California.
There is already an ample supply of existing and potential offsets in California, not to
mention the US and Quebec, despite the frequent, predictable claims by emitting entities
and industry lobbyists that a shortage is just around the corner. Oversupply means low
prices, of course. Prices of allowances are already too low to stimulate emissions
reductions on the scale necessary to spur a transition to a very-low-carbon economy in
California that can serve as a model for the rest of the United States and the world.
As the ARB knows, the world’s main cap-and-trade scheme, the EU Emissions Trading
System, has been plagued by low prices and oversupply of allowances from its beginning,
largely as a result of allowance giveaways, lobbying by covered industries and deceptive
accounting of past emissions by the latter, as well as outright fraud and allowance thefts.
In the past year the ETS and the EU government have rewritten the ETS rules in a
desperate effort to shrink the surplus of more than 2 billion EUAs, even as it is
acknowledged that the hoped-for reduction in excess allowances will not be sufficient to
achieve Europe’s GHG reduction target. In short, the ETS is discredited as an effective
emissions-reductions strategy. AB32 is not the ETS and ARB staff say they have learned
from ETS failures, but adding a whole new category of offsets to California’s program
would ignores the ETS’s most important lesson.
Internationally, the supply of forest carbon offsets, including those developed for the
Clean Development Mechanism (CDM), for voluntary carbon market (VCM) offsets, and
for compliance markets that have yet to arise, already dwarfs effective demand to such a
degree that offset prices remain abysmally low worldwide. This fact is well known. For
example, the Director of Markets and External Affairs for Forest Carbon Group AG,
observes that the forest-carbon finance industry faces “an oversupply of projects and
credits, falling credit prices, and no political signal in sight which could boost companies’
or countries’ demand.” (source: Ecosystem Marketplace)
Moreover, more than a decade’s experience with the forest-carbon offsetting linked to the
models for REDD+: the CDM and payment for environmental services (PES) schemes,
as well as to VCM offsetting and existing proto-REDD projects, has demonstrated that is
practically impossible to ensure that putatively GHG-reducing activities at diverse and
distant sites result in actual emissions avoidance or reductions. It is even harder to
guarantee that they meet the criteria of additionality, enforceability, and social benefits
required, for good reason, under AB32.
If REDD+ credits are added to the AB32 pool of offsets, the resulting slight increase in
demand would have little effect on rock-bottom forest-carbon offset prices. Instead,
adding REDD+ to AB32 would lend undeserved credence to a dubious category of

forest-linked global warming ‘solutions’ that has already morphed far beyond any
feasible regulatory oversight and that does nothing in itself to reduce net GHG emissions.
No matter how we phrase it, offsets are, after all, a form of permits to pollute.
Surprisingly, both the ROW report and the ARB White Paper overlook a substantial body
of literature, including work by scholars in California, that illustrates the pitfalls and
failures of forest-based offsetting in the global South. Even the Center for International
Forestry Research (CIFOR), a preeminent global forest research agency that was once
very optimistic about REDD, now reports that its ‘honeymoon with REDD’ is over.
Many of its reports express serious doubts about whether REDD+ can be salvaged as an
effective climate-mitigation strategy.
Numerous scientific studies have documented the near-impossibility of monitoring and
preventing ‘leakage’ when forest felling for timber, agriculture, mining, and ranching
shifts from the targeted project area to a neighboring village, valley, or island, or to
another jurisdiction. ‘Permanence’ is even harder to ascertain, much less guarantee.
‘Perverse incentives’ and opportunities for rent seeking abound: landowner and states
exaggerate their past deforestation or their future deforestation intentions in order to gain
more certified credits to sell; consultants and credit brokers cherry-pick data to
demonstrate project success, etc. Moral hazards arise in the context of the conflicting
priorities of officials, NGOs, or consultants in charge of monitoring, enforcing, or
certifying compliance with project requirements, on the one hand, and ecosystem services
buyers or project sponsors, on the other hand. Furthermore, the introduction of monetary
payments for conservation has been shown to undermine local traditions that value and
manage nature, ‘crowding out’ non-monetary incentives that commonly have supported
sustainable resource management by local and indigenous communities.
The ROW authors imagine – way too optimistically, in my view – that under a
jurisdictional model, NGOs, private investors, and public authorities in Acre and at the
federal level in Brazil (and Mexico, etc.) will manage to overcome these multiple
obstacles to achieving net forest-conservation gains without significant social damages.
But straightforward analysis shows that economic efficiency in the generation and
allocation or conservation funds under PES or REDD+ means that such programs cannot
tackle the primary causes of forest loss in places such as Brazil and Mexico. One reason
is that the cost of ‘buying off’ potential investors in deforestation for mines, ranches,
pulpwood monocultures, soy and biofuel plantations, golf courses, resorts, etc., is far too
expensive compared to payments to less wealthy and poor landholders whose activities
do far less damage to forests.
REDD+-type projects, unable to address the main drivers of deforestation, instead are
distracting public and private resources and attention away from tackling the root causes
of forest loss. Proto-REDD+ projects are being touted by governments from Mexico to
Madagascar to Papua New Guinea and Indonesia to demonstrate their climate-mitigation
contributions. Closer inspections reveal that such conservation claims often serve as a
cover for forest-destroying business as usual. This is doubly dangerous at a time of
commodity price booms and ‘reprimarization’ of the economies of formerly-colonized

world regions: accelerating extractivism propelled by soaring investment from Chinese
and other sources in Latin America, especially, as well as in Africa and parts of Southeast
Asia.
Nevertheless, the ROW report and the ARB White Paper portray REDD+ projects and
jurisdictional programs as a boon to rural development and the poor. This is misleading.
Targeting the poor to receive REDD+ payments is labor-intensive and costly, making this
approach uncompetitive in market-oriented conservation strategies. Even the World Bank,
a major early supporter and current sponsor of REDD, has warned that prioritizing the
poor as recipients of payments for carbon sequestrations and other ecosystem services
will undermine the efficiency and effectively of such programs.
It is true that some communities targeted for PES and pro-REDD projects have obtained
short-term cash payments, other modest material benefits, and technical assistance from
such projects. But other communities have become worse off, as I note below. If
indigenous, peasant, and other low-cash-income landusers are to be compensated for their
contributions for forest and biodiversity conservation – as they should be – there are
better, more direct ways to do this. When compensation for sustainable practices depends
for finance on markets in offsets, the greater part of the already-modest revenues are
taken by the long chain of public and for-profit actors involved project development,
capacity-building, monitoring, verification, and certification, with little left for the poor.
Literature on PES and more recently on REDD+ has documented real damages to
indigenous and other local communities from these programs. In the context of increased
financialization of the global economy and rising prices of food, fiber, and mineral
commodities, forests and wetlands are being reconceptualized as carbon sinks and
peasant farm lands repurposed as biofuel and export-crop plantations. Along with
anticipation of profits from carbon-market investments, this has accelerated the processes
of land grabbing – illegal or unjust acquisition of land by the economically powerful –
and green grabbing: expulsions of forest dwellers and small-scale farmers for ostensible
environmental goals. Even where land users are not evicted, they often face reduced
access to sites of cultural significance, passageways, and sources of food, forage,
medicines, and shelter materials.
Projects carried out under the rubric of PES and REDD+ are already contributing to this
trend, as I and others have discussed and documented in peered-reviewed publications.
This, of course, is what REDD+ ‘safeguards’ are meant to address. But the problems that
generate a need for safeguards are built into the conceptualization and structure of forestcarbon offset trading from the outside.
Finally, it would behoove the ARB to beware the influence of the REDD+ ‘industry’
itself. Undoubtedly, most of the people working on REDD+ in NGOS, government
agencies in California and abroad, academia, the Governors Climate Task Force, and the
myriad consulting firms are motivated by the goal of averting catastrophic global
warming. This is probably also one motivation of people and firms in the growing army
of for-profit carbon-credit project developers, certifiers, bankers, and brokers, and

speculators. But other motives, especially profit and career growth, and the satisfaction of
working on the technical aspects of the climate challenge, are also at work. Institutions
and individuals such as these often develop momentum and growth ambitions only partly
related, if at all, to the goal of slowing global warming. REDD+ could become selfperpetuating regardless of it actual outcomes.
The carbon-credit finance industry, through bodies such as the International Emissions
Trading Association (IETA), is lobbying hard for broad expansion of offsetting
‘opportunities’ by means of globally fungible forest and industrial offset credits that
could be traded and substituted across jurisdictions worldwide. This would create more,
and more lucrative work for offset-industry traders, bankers, brokers, project developers,
certifiers, and other consultants. But it would also greatly expand the options for emitting
entities worldwide to delay and avoid the actions that they must be required to take for
the sake of the planet and our inheritors.
And, because offset prices are so much cheaper in places where land, resources, and
incomes are lower and where – from a global market standpoint, lives are worth less –
allowing more offsetting in the global South would further shift the burden of coping
with climate change onto the people and places least able to bear it. Although this is not
what AB 32 supporters and staff intend, endorsement of tropical forest offsets by
California would encourage this dangerous trend. The greatest strength of AB32 is its
regulation-centered approach. It is it not primarily reliant on the shell games of cap-andtrade and offsetting, which merely shift the damages of GHG emission from one
landscape and one group of people to another without achieved net emissions reductions.
Let’s keep it that way.
Kathleen McAfee
Associate Professor
San Francisco State University

Barbara Haya, PhD
Research Associate
Berkeley Climate & Energy Institute
bhaya@berkeley.edu
November 16, 2015
Jason Gray
California Air Resources Board
1001 "I" Street
Sacramento, CA 95814
RE: Non-additional crediting from different REDD reference levels and crediting periods
Dear Jason,
Thank you for your hard work and responsiveness to concerns raised at the October 28 Workshop.
These comments present the results of a quantitative analysis of the level of non-additional crediting
that could result from a credit-based REDD for different reference levels and crediting periods in
jurisdictions participating in the Governors’ Climate & Forests Task Force (GCF).
Background
Deforestation rates around the world are affected by many factors. These include global commodity
prices, local land prices, road building, government policy within and outside of the forest sector,
and natural disasters.1 These and other factors have resulted in both large annual fluctuations in
deforestation rates, and trends upwards and downwards in deforestation rates over time.
A REDD program that provides funds in proportion to forest emissions reductions achieved can be
structured as a grant giving program or as a credit generating program. While “results-based” REDD
programs of either type would aim to make payments in proportion to the reductions achieved, it is
imperative that a program that generates tradable carbon credits avoids crediting reductions
occurring for reasons other than the program itself. Under California’s proposed REDD program,
California’s emissions will be able to exceed the state’s emissions cap by the amount of emissions
the state’s offset program (project and sectoral) reduces emissions outside of the cap. To the extent
that the offset program generates credits from reductions that would have occurred regardless of the
program, the state reduces emissions only on paper, and misses its emissions target. This is what is
meant by the “additionality” requirement for all offset credits used under ARB’s cap-and-trade
program: all credited reductions must be “additional” to, or beyond, what would have happened
without the program.

1

Many of these factors are described in: Nepstad, D., D. McGrath, C. Stickler, A. Alencar, A. Azevedo, B.
Swette, T. Bezerra, M. DiGiano, J. Shimada, R. Seroa da Motta, E. Armijo, L. Castello, P. Brando, M. C.
Hansen, M. McGrath-Horn, O. Carvalho & L. Hess (2014) Slowing Amazon deforestation through public
policy and interventions in beef and soy supply chains. Science, 344, 1118-1123.
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their emissions are
above the reference level. For illustration, let’s looks at what would happen if Acre, Brazil were to
accurately set its reference level at its business-as-usual (BAU) level (the amount of forest emissions
that would have occurred in an average year without a REDD program), and if credits were
generated each year that Acre’s forest emissions were below that reference level without credits
being deducted in years when emissions are above the average (a one-year crediting period). In this
case, even if Acre didn’t do anything to reduce its emissions below BAU rates, credits would still be
generated in the years when deforestation rates are below the average BAU rate (see Figure 1). These
credits would be non-additional. Non-additional crediting can be contained in two ways. If the
program uses a multi-year crediting period (reductions would be averaged over several years and
credits would be generated only if average reductions during a crediting period are below the
reference level), annual fluctuations in deforestation rates would be smoothed out, and the program
would only generate credits sustained over a multi-year period. Setting a lower reference level would
also avoid non-additional crediting.

The analysis
I quantitatively assessed the risk of non-additional crediting from the 24 GCF jurisdictions in Brazil,
Indonesia, Mexico, Nigeria and Peru2 for a range of reference levels and crediting periods. Using
2001 to 2013 deforestation rate data from Global Forest Watch3 and FAO forest stock data,4 I
assess the risk of non-additional crediting from different reference level and crediting period
combinations. Since ARB proposes using reference levels to estimate the impacts of the REDD
program, instead of directly estimating the effects of the program on emissions, it is important to
consider the quantity of offset credits generated if participating jurisdictions were to exert different
2 These

24 jurisdictions are all of the jurisdictions in non-Annex 1 countries participating in the GCF except
for Bélier and Cavally in Ivory Coast. I left out these two jurisdictions because the Global Forest Watch data
does not separately report deforestation rates for those two regions.
3 Global Forest Watch. 2014. World Resources Institute. Accessed on Nov 16,
2015. www.globalforestwatch.org.
4 UN Food and Agriculture Organization 2010 Global Forest Resources Assessment, Global Tables.
Accessed on Nov 16, 2015. http://www.fao.org/forestry/fra/fra2010/en/.
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levels of effort to reduce forest emissions below BAU. The risk of non-additional crediting is the
quantity of credits that would be generated if the jurisdiction were to make no additional effort to
reduce forest emissions because of the REDD payments. All figures presented in these comments
reflect this risk of non-additional crediting – the credits that would be generated from no additional
effort.
This analysis uses past deforestation rates to inform the risk of non-additional crediting in the future,
based on several assumptions. First, this analysis assumes perfect foresight in BAU deforestation
rates. By setting the reference level according to actual BAU (without California’s REDD program)
deforestation rates in past years (2001-2013), I estimate the risk of non-additional crediting if it were
possible to precisely predict average BAU deforestation rates. To the extent that average future BAU
deforestation rates are uncertain, the risk of non-additional crediting is higher and reference levels
need to be set deeper to avoid the same level of non-additional crediting. This analysis also assumes
that the annual variability in deforestation rates will remain approximately the same over time for the
jurisdictions studied.
Below I present the results of this analysis, and then a set of recommendations based on this analysis
and existing literature on REDD pilot projects. This is followed by tables presenting a fuller set of
results of this analysis for Acre, Chiapas, the median jurisdiction (half of the jurisdictions will
generate more non-additional crediting than this amount) and the 75th percentile (one quarter of the
jurisdictions will generate more non-additional crediting than this amount).
Summary of analysis results
1. The program risks generating very large quantities of non-additional credits if reference levels
and crediting periods are not carefully chosen. If reference levels were set at BAU levels, and
credits were generated for each year emissions were below the reference level (one year crediting
periods),
a. Acre would generate non-additional credits equal to 4.8 million tonnes CO2-e per year,
or 8% of total reductions required by California’s cap-and-trade program during 20182020.
b. One quarter of jurisdictions could generate non-additional credits equal to greater than
18% of total reductions required by California’s cap-and-trade program during 20182020.
2. If credits are generated annually, reference levels 40% below business-as-usual levels could
generated non-additional credits equal to more than one percent of the reductions required in
California in 2018-2020 in one quarter of GCF jurisdictions. For Acre, a reference level 30%
below BAU levels could result in non-additional credits equal to one percent of total cap-andtrade reductions.
3. With a five-year crediting period, a reference level 25% below BAU would generate nonadditional crediting equal to one percent of California cap-and-trade reductions for one quarter
of jurisdictions, as would a reference level of 23% below BAU for Acre.
4. These are the levels of non-additional crediting with perfect foresight of BAU average emissions.
Reference levels would need to be deeper than these levels to accommodate uncertainty in
future BAU forest emissions rates.
Please see a more complete set of results in the Detailed Analysis Results section below.
Recommendations
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1. An annual crediting period is not a viable option for any jurisdiction. The large quantity of nonadditional crediting that could be generated due to annual fluctuations in deforestation rates in
all GCF jurisdictions and uncertainty in future BAU average emissions poses too high a risk to
California’s cap-and-trade program.
2. A crediting period of at least five-years would credit reductions sustained over a half decade time
scale and some crediting of annual fluctuations in deforestation rates. Historical deforestation
data indicates that even with a five-year crediting period, reference levels would need to be well
below BAU levels to avoid non-additional crediting due to BAU trends in deforestation rates
and uncertainty in BAU projections. The analysis presented here shows that reference levels
need to be set below 25% below BAU to avoid a level of non-additional crediting equal to one
percent of the reductions required under California’s cap-and-trade program during 2018-2020
for one quarter of all GCF jurisdictions studied including Acre. Reference levels would need to
be deeper than 25% below BAU to account for uncertainty in BAU going forward. Reference
levels at least lower than 30% below expected BAU is needed to avoid non-additional crediting
and is also in line with the 80% reductions by 2020 committed to by all GCF jurisdictions under
the Rio Branco Declaration.5 Jurisdictions would still receive substantial payment for their
reductions, and non-additional crediting would be avoided.
3. ARB should consider a REDD program with full cognizance of the large social risks associated
with funding forest conservation programs internationally. ARB is proposing to purchase credits
from programs in areas where land rights have been contested and where human right abuses
have been suffered by minority communities. Forest governance and REDD pilot projects have
been a growing topic of academic study. Researchers who have spent many months or years in
the field have documented that many well-intentioned pilot REDD projects have resulted in
displacement of people from their homes, barring of people from traditional use of forests, and
in some instances violence. Funding programs for forest conservation has the potential to
achieve tremendous benefit, but also for tremendous harm. This means that REDD programs
must be very carefully designed, based on deep understanding of the drivers of deforestation and
how those can be substantially lessened while supporting and not harming communities who live
in, depend upon, and protect those forests. Many academic articles have published on the effects
thus far of pilot REDD projects around the world, and on forest management policy and
programs in the countries/regions in which you are considering a REDD linkage; these articles
can provide important insight into the possible outcomes of a California REDD program and
the conditions under which programs have succeeded and failed. It could be worth meeting with
some of these researchers as well.
4. California’s REDD program design should lay out how ARB will evaluate the social impacts of
the program and the overall effects of the program on emissions including leakage before
linkage. The design should also lay out how ARB will monitor these effects over time. Because
of the large risks of negative social impact, non-additional crediting and leakage, a grounded
understanding of the expected and actual effects of the program is needed. This requires a level
of careful design, oversight, local knowledge, and building of trust and cooperation over time in
other countries beyond the standard practice of California agencies, but this is essential for this
program.
5. ARB must be prepared to sever a REDD linkage if there is evidence of social conflict or nonadditional crediting (reductions caused by factors outside of the REDD program that are likely
to be reversed as conditions change), or if the avoidance of leakage cannot be adequately
5

http://www.gcftaskforce.org/documents/2014_annual_meeting/GCF_2014_RioBrancoDeclaration_26_
Members_EN.PDF. Accessed on Nov 14, 2015.
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documented, given the high risk of each of these effects. ARB should be prepared to find itself
in a difficult position of needing to decide whether to continue with a harmful program or to
shock the carbon market with an abrupt severing of a linkage and invalidation of credits. A clear
program evaluation protocol, covering social impacts, additionality and leakage, with clear
criteria and procedures for delinking will prepare market participants for the possibility of
delinking. In addition, ARB could develop a mechanism that would buffer the carbon market
from such shocks.
6. ARB might consider a REDD program that is grant-based rather than credit generating. A grantbased program would allow ARB to more carefully engage with the programs and policies it will
support and lessen or eliminate the risk of non-additional crediting associated with a creditbased program. ARB might consider funding a REDD program with an expanded compliance
reserve that would sell an unlimited number of credits at a pre-determined price. If it were to do
so, ARB could allow the allowance prices to increase to levels closer to the social cost of carbon.
This would result in more reductions in California while guaranteeing that carbon prices will not
increase to levels deemed unacceptably high. California could then use the revenues generated by
the sales of credits from the compliance reserve to support a carefully designed grant-based
REDD program.
7. ARB should also consider implementing policy in the state to reduce the impacts of California’s
consumption of goods and investments on tropical deforestation. Such commodities could
include palm oil, oil extraction in specific regions, and meat.
8. Lastly, in response to the discussion at the October 28 workshop, I wish to highlight the very
large quantity of credits associated with California’s limit on the use of offsets. The total offset
limit is equal to eight percent of California’s cap-and-trade sector emissions. This amount is
equal to all of the reductions expected to result from the cap-and-trade program.6 Assuming that
the allowance credits placed in California’s compliance reserve are not used, and without an
offset program, California’s 2020 emissions would drop to seven percent below its emissions in
1990. California expects approximately half of its reductions through 2020 to occur from the
suite of policies and programs implemented by the state not including the cap-and-trade
program (the “complementary measures”). That leaves the other half of the reductions to be
achieved by the price on carbon created by the cap-and-trade program. If all covered entities
were to use the maximum quantity of offset credits allowed, the total offsets used would
approximately equal the total reductions expected from the cap-and-trade program – around half
of the reductions expected from AB32. California’s offset limit is a limit on the offset credits
used by individual facilities regulated under the state’s cap-and-trade program. Each time ARB
decides to implement a new offset protocol or program it affects the state’s carbon price and the
size if its offset program. The size of California’s offset program and the effect of the offset
program on California’s allowance prices are being decided by the choices ARB makes in the
implementation of its cap-and-trade and offsets programs, and are not fundamental to the
design of the program.
Detailed analysis results
Below are two tables presenting the results of this analysis for a range of crediting periods and
reference levels for Acre, Chiapas, the median jurisdiction (half of the jurisdictions will generate
more non-additional crediting than this amount) and the 75th percentile (one quarter of the
jurisdictions will generate more non-additional crediting than this amount). Table 1 presents the
For a full description of this analysis see the spreadsheet here:
http://bhaya.berkeley.edu/docs/QuantityofAB32offsetscredits.xlsx
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quantity of non-additional credits that could result from the program (calculated based on the
methods described above) as a percent of the total reductions required under California’s cap-andtrade program during 2018 to 2020. Table 2 presents the quantity of non-additional credits that
could result from the program in terms of a percent reduction in deforestation rate in the REDD
jurisdiction falsely credited.
Chiapas is one of the least variable jurisdictions in terms of annual fluctuations in deforestation
rates, and a small jurisdiction in terms of forest cover. Dashes (“-”) indicate no non-additional
crediting; a value of “0.0%” indicates that a small amount of non-additional crediting rounds to
0.0%.
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Thank you for taking these comments and this analysis into account in your consideration of a
California REDD program. I am very happy to share the spreadsheet and data used, and to answer
any questions about this analysis.
Sincerely,
Barbara Haya
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November 16, 2015

Re: ARB Proposal to Include International, Sector-Based Offset Credits in Cap-and-Trade

Dear California Air Resources Board Chair, Board staff, and Ombudsman:
The Asian Pacific Environmental Network (APEN) is a grassroots nonprofit organization whose
mission is to ensure that all people have a right to a clean and healthy environment in which
their communities can live, work, learn, play and thrive.
APEN is submitting comments to express our concerns with the California Air Resource Board
(ARB) working paper on the inclusion of international, sectorbased offset credits in the
Cap-and-Trade Program, including jurisdictional “Reducing Emissions from Deforestation and
Forest Degradation” (REDD) programs. We urge ARB to halt the process of including any new
protocols for reasons outlined in this letter and comments submitted by others. If ARB were to
move forward we strongly urge that issues of health, economic and local environmental impacts
be addressed in California before the utilization of REDD programs.
Environmental Justice Advisory Committee (EJAC) Oversight
First, we appreciate that ARB is seeking community and stakeholder input, including comments
from the EJAC, as a part of its decisionmaking process. However, we believe that ARB should
go a step further by allowing the EJAC to maintain an oversight role that could provide real and
meaningful communitybased input to this process. Furthermore, should an international
sectorbased offset protocol be approved in the future, the EJAC should retain the ability to
provide programmatic oversight to the design and implementation of that international offset
protocol.
Assigning greater jurisdiction to the EJAC is critical because the communities that it is meant to
represent live on the frontlines near our state’s largest greenhouse gas (GHG) emitters. Nearly
half of all Californians live within six miles of a facility that is a significant greenhouse gas emitter
(46 percent); however, these residents are disproportionately people of color – 62 percent of
nearby residents are people of color as compared to the 38 percent who are nonHispanic
white.1
This inequitable and unjust health burden is of great concern to APEN’s families and
communities. Greenhouse gases are emitted sidebyside with noxious copollutants, like
particulate matter, nitrogen oxide and other carcinogens. These copollutants produce a range
1

Pastor, M., MorelloFrosch, R., Sadd, J. & Scoggins, J. (July 2010). Minding the Climate Gap: What’s at
Stake if California’s Climate Law Isn’t Done Right and Done Right Away. Retrieved from:
https://dornsife.usc.edu/pere/mindingclimategap/

of negative health impacts, including severe respiratory problems. Overall, people of color
experience over 70% more particulate matter emissions within 2.5 miles of major GHG emitters
than white people. The communities where APEN’s members and California’s working families
live and work need immediate air quality improvements and greenhouse gas reductions. The
lives of vulnerable residents, not costcontainment goals for polluting industries, should be
ARB’s highest concern.
Inclusion of a Wider Range of Indigenous Viewpoints
Second, while ARB’s working paper has indicated that certain indigenous groups have been
proponents of REDD activities, it is crucial that ARB also gives equal consideration to those that
are more critical of international offsets and California’s Carbon Offset Program. While buying
carbon offsets allows a large oil refinery in Richmond, CA to increase its pollution where local
families reside and work, various indigenous tribes in Acre, Brazil are being coerced into signing
away their land rights while fearing police violence. Such serious abuses should be more
thoroughly investigated in order to determine whether or not prevention and intervention
measures are truly possible. By including the voices of those that have been negatively
impacted by domestic and international offset programs, ARB could create a more informed
decision regarding if and how it should include sectorbased offset credits in CapandTrade.
Allow Data to Drive Decisions
Third, since participation in California’s Compliance Offset Program is optional and thus not
mandatory for polluting entities under AB 32, the size and extent of this program need not be
determined right now. While ARB has placed a limit on the total amount of offsets that each
covered entity may use, the Board is not required to supply the number of offset credits to
produce that upper limit. Furthermore, a 2013 study by climate change researcher Barbara
Haya has revealed that California’s actual emission levels are lower than Business As Usual
scenarios. As such, ARB’s goal to expand its program and produce a greater number of offset
credits is both unnecessary and undesired as demonstrated by low industry demand. This goal
also runs counter to the basic logic behind a marketdriven CapandTrade program.
As California continues to serve as a national leader in climate change policy, we hope that
ARB will engage in more rigorous research to ensure that all efforts to reduce emissions are
truly improving the lives of all people, cities and the environment. We look forward to seeing
how ARB can adopt these recommendations as it continues to explore possibilities for
incorporating sectorbased REDD offsets in California’s Compliance Offset Program.
Sincerely,
Miya Yoshitani, Executive Director
Asian Pacific Environmental Network (APEN)
428 17th Street, Suite 500
Oakland, CA 94612
(510) 8348920

November 16, 2015
Submitted electronically at: http://www.arb.ca.gov/lispub/comm/bclist.php
Mr. Jason Gray
Mr. Sean Donovan
California Air Resources Board
1001 I Street
Sacramento, California, 95814
RE: Comments on the Role of International Forest Offset Credits in the California Capand-Trade Program
Dear Mr. Gray, Mr. Donovan, and the California Air Resources Board,
These comments are submitted on behalf of the Center for Biological Diversity regarding
the Staff White Paper on "Scoping Next Steps for Evaluating the Potential Role of Sector-Based
Offset Credit Under the California Cap-and-Trade Program, Including from Jurisdictional
'Reducing Emissions from Deforestation and Forest Degradation' Programs," published by the
Air Resources Board on October 19, 2015, and the public workshop on October 28.
We appreciate the effort and consideration that went into the development of this white
paper, which provides a useful overview of a number of the key issues and problems associated
with the development of a CA-REDD program and a sub-national approach to international
offsets. These comments are intended to identify issues in need of further assessment and, in
many cases, solicitation of specific public participation, in order to inform ARB's decision
regarding whether or not to proceed with the development of an international forest offset
program.
1. The specific need for an offsets-based REDD program must be clearly distinguished
from the broader need to address tropical rainforest destruction.
The white paper and the ARB presentation identify tropical deforestation and degradation
as responsible for 11 to 14% of global greenhouse gas emissions and state that "We cannot fully
address climate change without addressing emissions from deforestation of tropical forests,"
indicating that this is a reason for implementing an offsets-based REDD program. 1 However,
this statement fails to acknowledge--as was nowhere acknowledged in either the white paper or

1

Staff White Paper on "Scoping Next Steps for Evaluating the Potential Role of Sector-Based Offset Credit Under
the California Cap-and-Trade Program, Including from Jurisdictional 'Reducing Emissions from Deforestation and
Forest Degradation' Programs," at 4. ARB presentation, October 28, 2015, at 10 and 42.

the presentations at the workshop--that a credit-based offsets program does not reduce overall
greenhouse gas emissions, but only shifts the location of those emissions.
This distinction was further confused, however inadvertently, by the presentation by the
representative from Norway. It is my understanding that Norway program for reducing tropical
deforestation is a grant-based effort, and not based on offset credits. This important distinction
was very unclear at the workshop, as was every presentation regarding the effectiveness of
tropical forest conservation programs or the need for global investment in such programs.
There is no doubt regarding the importance of tropical rainforests as ecological treasures,
as sources of the world's air and precipitation, and as carbon stores. The Center for Biological
Diversity is strongly in favor of efforts to protect and conserve tropical rainforests worldwide.
However, this is a different issue from the questions of whether an offsets-based REDD program
is the most effective way to do so or the best option for California.
The conflation of an offsets-based program with all efforts to reduce tropical
deforestation introduced another confusion to the discussion: It was often unclear whether
communities living in or near proposed REDD projects are in support of REDD in general-international investment in tropical rainforest conservation for the purpose of reducing
greenhouse gas emissions--or in an offset-based program specifically. This must be clarified if
the public is to understand the position of our intended international partners.
2. How would a CA-REDD program fit into a global strategy to address the root causes of
tropical deforestation?
An offsets-based REDD program does not necessarily address the root causes of tropical
deforestation, such as the international demand for palm oil and beef cattle, including demand in
California and the United States. California should consider all options for addressing these root
causes directly, including reducing domestic demand for those products contributing to rainforest
destruction.
There is some mention in the white paper that providing funding through an offsets-based
program could capitalize positive market changes in rainforest regions. If this is the intention of
a CA-REDD program, the program should specify which markets and operations in which
regions would be funded, what proportion of their overall funding needs might be provided
through an offsets program, and what criteria we might look to as indicators of success in each
region.
3. What is the potential that an offsets-based CA-REDD program could undermine other
forest conservation activities within partner jurisdictions?
The program should specifically consider whether there is potential for an offsets-based
REDD program to undermine voluntary activities or other efforts within any partner jurisdiction
or other jurisdiction planning to join the program in the future. There is the possibility that a
jursisdiction could purposely pursue high levels of deforestation in order to demonstrate a high
baseline level in anticipation of an international REDD program and to capitalize on land-use
2

permits ahead of anticipated restrictions. There is also the possibility that voluntary actions and
other funding-dependent activities would be undermined by the expectation or hope of obtaining
higher economic returns through an offsets-based REDD program.
4. The potential benefits of an offsets-based CA-REDD program should be compared to
benefits of in-state reductions.
As mentioned above, a credit-based offsets program does not reduce overall greenhouse
gas emissions, but only shifts the location of those emissions. By looking for offsets elsewhere,
we’re missing the opportunity to obtain co-benefits from reducing emissions in California. .
This offers some "cost-containment" to California emissions sources (reducing the cost of
compliance for in-state polluters) but simultaneously reduces investment in renewable energy
and cleaner technologies in California, as well as forfeiting the potential air quality co-benefits
associated with in-state reductions.
ARB should be clear in precisely what benefits and co-benefits are expected to come
from an international forest offsets program, and offer a comparison to potential benefits from
in-state reductions. The white paper and presentation discuss the potential of co-benefits of a
REDD program, including increased rainfall in California, but provide very little in terms of
specifics or quantification. At the same time, the presentation indicates that California's cap-andtrade program is facing an "offset credit shortfall beginning in 2018." 2 This implies that in-state
reductions would become increasingly necessary in 2018 as offset credits decreased in volume,
resulting in increasing in-state co-benefits.
5. Achieving environmental co-benefits depends on specifically identifying the desired
benefits and including specific criteria within the regulation and agreements.
The presentation states that "California recognition can set high standards and leverage
further emissions reductions and co-benefits." 3 The U.S. Forest Projects Compliance Offset
Protocol currently in use for domestic forest projects largely defers to compliance with state and
local laws as the criteria for compliance with respect to many potential environmental impacts.
Similarly, the regulation authorizing linking with Quebec, as well as the Western Climate
Initiative agreements, contain no environmental criteria other than compliance with state and
local laws. Most existing forestry and other environmental laws were not written to address the
specific impacts of offset programs. Achieving environmental and social co-benefits will depend
greatly on setting enforceable standards that go beyond what is already legally required in a
jurisdiction.
6. Is there opposition to an offsets-based REDD program within the partner jurisdictions?
The October 28 workshop included presentations from many supporters from partner
jurisdictions and no voices of opposition or criticism. Is there significant opposition to an
offsets-based REDD program in any of the proposed partner jurisdictions? If there is opposition
2
3
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from local communities, hearing those concerns is crucial to accurately assessing the program as
a whole, developing measures for social safeguards, and ensuring the free, full, informed consent
of local populations and indigenous communities within partner jurisdictions. I highly
recommend that ARB actively reach out to communities in partner jurisdictions to determine if
there is local opposition, and make those concerns available to the public.
7. Interstate and international leakage is an extremely challenging problem for a subnational, offsets-based REDD program.
A CA-REDD program that requires inventory and reporting at the jurisdictional level
reduces the risk of leakage within the jurisdiction but it remains highly vulnerable to interstate
leakage within the same country, or international leakage to other tropical forest regions.
The REDD Offset Working Group recommended addressing leakage risk in part by
increasing production of goods such as wood--or, presumably, cattle and palm oil--within the
jurisdiction, to reduce the market forces that lead to leakage. 4 This presumably involves landuse decisions and intensified industrialization of cleared lands that could have substantial
negative social and environmental implications for local communities and the surrounding forest.
How would a CA-REDD program account for these impacts and avoid them? In many
jurisdictions it would surely not be sufficient to simply require that local environmental laws are
not being violated, as states where substantial deforestation is occurring do not generally have
either high environmental standards or strong enforcement mechanisms. In addition, it would be
extremely difficult to monitor activities outside of forest project boundaries.
The REDD Offset Working Group also recommended measuring interstate and
international leakage and accounting for that leakage within the jurisdiction's program, reducing
credits by the estimated amount of leakage. 5 The white paper states that "ARB's Forest Projects
Compliance Offset Protocol already employs a form of [this] recommendation." 6 While it is true
that the domestic forest protocol includes a leakage measure, that measure simply applies a
standard, market-wide leakage risk factor to all forest credits. This approach does not take into
account the specific leakage risk for any particular project and does not discourage leakage, as all
projects are subject to the same standard risk factor. Using this approach in a REDD program
would likely invite gaming through interstate leakage. Furthermore, developing a market-wide
leakage risk will require global monitoring of forest activities and the sourcing of products
responsible for recent deforestation trends.
Containing leakage is both incredibly important to the integrity of an offsets-based
REDD program and incredibly difficult to do. I expect this issue to be one of the greatest
challenges to the development of a CA-REDD program, and I strongly recommend that ARB
launch the public discussion of this provision as early as possible to provide as much time as
possible for proposal development, public input and international review.

4
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8. There is a high risk of crediting non-additional activities if the process for determining
jurisdictional baselines does not account for year-to-year fluctuation and regional trends.
While the risk of non-additional credits depends in large part on how low the baseline is
set, it is also necessary to look at each jurisdiction individually to take into account year-to-year
fluctuation and recent trends. A recent single year with an exceptionally high rate of
deforestation, or the categorization of recently converted palm plantations as forests, for
instance, could dramatically affect the baseline.
Conclusion
Thank you for this opportunity to raise these issues. I look forward to working with you
as ARB continues to address these questions. Please contact me if you have any questions.
Sincerely,

Brian Nowicki
Center for Biological Diversity
(916) 201-6938
bnowicki@biologicaldiversity.org
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California Air Resources Board
1001 I Street
Sacramento, CA 95814

November 16, 2015

Submitted via ARB comments webpage: www.arb.ca.gov/cc/capandtrade/meetings/meetings.htm
RE: Environmental Defense Fund Comments on Sector-based Offsets White Paper and Workshop
Thank you for the opportunity to submit comments on the California Air Resources Board’s staff white
paper, “Scoping next steps for evaluating the potential role of sector-based offset credits under the
California cap-and-trade-program, including from jurisdictional Reducing Emissions from Deforestation
and forest Degradation” programs. Environmental Defense Fund appreciates the opportunity ARB
provided to stakeholders to engage on this issue during the October 28th, 2015 workshop on sectorbased offsets and applauds the relaunching of the important conversation as part of the regulatory
amendments to the cap and trade program. We encourage ARB to proceed in considering sector-based
offsets from jurisdictional programs for Reducing Emissions from Deforestation and Degradation (or
REDD+) among key options for continuing the development of a robust offset program.
As both CARB staff, as well as visitors who represented several tropical forest states, and indigenous
organizations described during the workshop, there are ample and highly compelling reasons for
California to consider a pathway for REDD+ credits from jurisdictional-level, sector-based programs into
its cap and trade system. These include global environmental benefits for preventing disastrous climate
change, as well as protection of biodiversity, and social co-benefits arising from the protection of
tropical forests, which are key resources on which millions of indigenous and traditional communities
depend worldwide.
We would like to take this opportunity to emphasize some key reasons why we believe that is critical for
the State of California to develop a compliance pathway for jurisdiction-scale reductions in emissions
from tropical forests through its cap and trade program, and to do so now.
Amplifying California’s impact to stop climate change:
When the California legislature passed AB 32 in 2006, it recognized that, “action taken by
California to reduce emissions of greenhouse gases will have far-reaching effects by encouraging
other states, the federal government, and other countries to act.” Climate modeling suggests
that reducing deforestation below current levels is crucial to stabilizing global average
temperature below key thresholds above pre-industrial levelsi. Without economic incentives
that make standing forests worth more alive than dead, tropical deforestation for unsustainable
agriculture is likely to continue apace and even increase worldwide, with the world slated to
lose a tropical forest area larger than India over the next 35 yearsii.
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While California’s global leadership on climate change has already had impact beyond the
reductions achieved directly within the state’s borders, California cannot solve the global
climate crisis alone. Addressing emissions from tropical deforestation and degradation, which
releases as much carbon dioxide each year as all the cars, trucks, and buses in the world, will be
critical to keeping global warming below catastrophic levels. Working in partnership with
tropical forest jurisdictions to address this critical piece of global GHG emissions can unlock the
pathway to keeping global temperature rise below 2 degrees.
Set a global gold standard for REDD+ at jurisdictional scale:
A REDD+ pathway into California’s carbon market, done right, could set a global gold standard
for REDD+ and drive other states and countries to take action as well. REDD+ offsets would
reward leading REDD+ programs that continue demonstrating performance in reducing
emissions, and stimulate the development of emerging high-quality REDD+ programs elsewhere.
California has the opportunity to set the high bar for the environmental and social integrity of
evolving REDD+ programs. The first important bar set in California’s regulations is that the
emissions reduction credits that are being considered are those originating from sector-based
programs established at the jurisdictional level. A jurisdictional approach to REDD+ (i.e. one
that is implemented comprehensively at state, provincial, regional, and ultimately national
levels) offers critical features that overcome many of the most prominent criticisms of the
project-by-project model for REDD+. Such large-scale systems are also the most appropriate for
linkage to emerging compliance systems for reducing emissions. Comprehensive, jurisdictional
REDD+ programs provide economies of scale and ensure both environmental integrity and
increased social benefits through comprehensive planning, accounting, and enforcement.
The REDD+ Offsets Working Group (ROW) was established in February 2011 by the states of
California; Acre, Brazil; and Chiapas, Mexico. The working group produced the most
comprehensive recommendations to date of how to scale up REDD+ and how REDD+ credits
from jurisdictional-level programs could be accepted into California’s carbon market in early
2013. The recommendations of the REDD Offset Working Group, referenced in CARB’s white
paper on sector-based offsets, are state of the art in thinking on how to implement a pathway
for compliance-grade jurisdictional REDD+ credits. The white paper laid out key areas on which
CARB would like to continue in-depth technical discussions. We believe that this list is
comprehensive, and correctly identifies areas for further study. In particular, EDF will be
interested in engaging on market analysis, social and environmental safeguards, legal issues
related to international state-to-state emissions trading, and co-benefits of compliance REDD+.
Incentivizing further action
As both part of the mandate of AB 32, as well as continuing the legacy of environmental
leadership in this country and the world by California, a pathway for sector-based international
offsets from REDD+ in California would be critical to sustain and catalyze further reductions
from tropical deforestation and degradation globally. While necessary work is being done in
tropical forest jurisdictions around the world developing REDD+ programs at various stages,
compliance markets for REDD+ credits from demonstrated programs like those of Acre, Brazil
are needed to incentivize the development of such high-quality programs and truly turn the tide
against global forest losses. California’s leadership in establishing a compliance pathway for
jurisdictional REDD+ can play a critical role in catalyzing a market-based system that drives
private capital to solve this problem at scale. Such a system can provide the economic

incentives to avoid an estimated 169 GtCO2 emissions that could come from tropical forests
between now and 2050ii.
Strengthening California’s program at home
Inclusion of a pathway for offsets from REDD+ does not increase the total allowable amount of
offsets in the program. However, assuring an adequate supply of high-quality offsets within that
limit is an important cost-containment feature for the program. In addition to global
environmental and social benefits, REDD+ can provide important cost-containment benefits to
the AB 32 program and California’s citizens. Emissions reductions from Brazil, for example,
through the State of Acre’s comprehensive REDD+ program alone, could provide sufficient
supply to meet California’s 4% limit on international sectoral offsets for the third compliance
period.iii As California plans for reductions beyond 2020, when emission limits will decrease,
cost-containment mechanisms and sufficient offset supply will be increasingly important, so as
to ensure prices stay below levels that would drive entities to buy allowances from the
Allowance Price Containment Reserve (APCR).
California can continue to lead the way on climate change globally by partnering with other states,
provinces, and countries that are also taking action. Initiatives for reducing emissions from
deforestation and forest degradation are a critical part of addressing global climate change, including
climate change in California. While public finance is playing a crucial role in protecting forests, mobilizing
private capital -- by linking forests to compliance carbon markets through market-based REDD+ -- will
also be necessary to meet the scale of the opportunity. Creating a pathway for robust, jurisdictional
REDD+ credits into California’s market will strengthen California’s program at home and dramatically
increase the global impact of California’s climate action.
EDF agrees with the staff assessment presented in the white paper that there is great value in
developing proposed regulatory amendments to pursue sector-based REDD+ linkage. Further, we agree
that Acre’s statewide, sector-based program to produce emissions reductions from its forests is
technically capable of being considered for formal inclusion into California’s cap and trade program.
We will be happy to provide additional details on any of these issues and look forward to continuing to
work with the California Air Resources Board to design a REDD+ program that works for California and
creates a model for other climate programs. We look forward to continuing to work with this board and
staff on these important issues.
Sincerely,
Christina McCain
Senior Manager, Latin America
Global Climate Program
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iii Pedro Piris-Cabezas and Ruben Lubowski, Environmental Defense Fund, Potential supply to California’s carbon
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First Name: Juan Carlos
Last Name: Jintiach
Email Address: juancarlos.jintiach@gmail.com
Phone Number:
Affiliation: COICA - Coordinator of the Indigenous Or
Subject: Letter from COICA re: Sector-based offsets
Comment:
Dear California Air Resources Board,
I am writing on behalf of COICA to thank CARB for the opportunity
to participate in California’s process to develop regulations to
include jurisdictional REDD+ offsets in the Cap and Trade Program.
We congratulate ARB on the productive and inclusive workshop held
in Sacramento, California on October 28, 2015 to discuss this
issue, which is of critical importance to the 400 indigenous
communities and ethnicities across Amazonia that we represent. We
believe that REDD programs like the one proposed by California will
not only lead to significant reductions in greenhouse gas emissions
from deforestation, but provide essential economic benefits to our
communities and help protect the forests on which our livelihoods
and cultures depend.
We would like to express support for the steps outlined in the
Staff White Paper and the frameworks developed by the REDD Offset
Working group (ROW) to ensure high quality offsets from
jurisdictional programs. We are supportive of the jurisdictional
approach to protecting tropical forests that is being pioneered by
the members of the Governors’ Climate and Forests task force (GCF),
and recognize that the Brazilian states of the GCF are global
leaders in developing robust jurisdictional REDD+ programs with
strong social safeguards and benefit-sharing mechanisms. Our
partnership with the GCF is an important mechanism to continue to
develop these safeguards through inclusive processes, and share
lessons across the GCF regions. The REDD+ program proposed by
California could provide real and tangible benefits to our
communities through connections to these programs.
In this sense, COICA has developed Amazon Indigenous REDD+ - RIA
which includes the worldviews and perspectives of the Amazon
peoples in order to enable an adequate REDD+ process in the
indigenous territories. The UNDRIP and other international tools
are included in the RIA framework due to the importance of these
for the Indigenous peoples to access to benefits.
We offer our continued support to ARB staff as they continue to
lead on climate change through the development of this important
program. Thank you once again for including us in your process, and
your thoughtful consideration of our perspectives. COICA is hopeful
that this process can continue such that the necessary linkages can
be made by 2017, in time for the third compliance period of the Cap
and Trade Program.
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Sincerely,
Juan Carlos Jintiach
Technical Secretary of COICA

Attachment:
Original File Name: ARBletter_COICA.pdf
Date and Time Comment Was Submitted: 2015-11-16 15:38:18

2

Comments from the Government of Norway on the potential for including international,
sector-based offset credits in California’s Cap-and-Trade Program.
Reference is made to the Staff White Paper from California’s Air Resources Board of 19 October
2015, ARB’s workshop pf 27 October, and the subsequent invitation to comment on the potential
for including international, sector-based offset credits in California’s Cap-and-Trade Program for
the third compliance period, starting in 2018.
Norway would like to commend California for its longstanding global commitment to addressing
climate change. Norway would also like to welcome California’s efforts to potentially include
international, sector-based offset credits in its Cap-and-Trade Program, in addition to making
deep cuts in domestic emissions. Through this initiative, California will continue its global
leadership on climate change, and will send a powerful signal to tropical forest states and
countries, forest landowners and many others that jurisdictional REDD+ can be successfully
incorporated into a Cap-and-Trade Program. This will also be important as regards the
international cooperation on climate change, as it could help advance REDD+ globally.
California's determination to insure environmental integrity and insist on strong environmental,
social, and fiduciary safeguards are particularly useful in this context. The adoption of the
REDD+ safeguards under the UN Framework Convention on Climate Change (UNFCCC), that
implementing countries are required to set up safeguard information systems, and provide a
summary/report on how the safeguards have been addressed and respected, have been key to the
legitimacy and broad support of REDD+. Due to their potentially catalytic effects, California’s
efforts also hold strong potential to contribute to reductions of emissions from tropical forests
beyond whatever credits might be accepted for compliance. Addressing REDD+ at a national
scale, with implementation at a subnational scale as an interim measure, is also important for the
long term/transformative effects of REDD+ contributing to broader sustainable development.
California's approach of insisting that jurisdictional REDD+ collaboration be coordinated with
and sanctioned by natural authorities is crucial in this regard.
Since 2007, Norway has made tropical forest protection a priority in Norway’s climate change
strategy. Tropical forests are among our most ancient ecosystems. They are indispensable to the
livelihoods of hundreds of millions of people, as well as the habitat of half to one third of the
world’s terrestrial plants, animals and insects. These forests are also crucial for global, regional
and local water supply, both cleaning water and influencing precipitation patterns. In addition,
they are an enormous carbon sink, which can provide one third of the cost effective climate
change mitigation that the world needs over the next 15 years, to stay on a two degree-warming
pathway. Reduced tropical deforestation has also a number of significant other benefits, ranging
from safeguarding biodiversity and watersheds, to providing food, shelter, and cultural identity
to hundreds of millions of poor and vulnerable people.
Norway has therefore pledged up to 3 billion NOK a year to help save these forests while
improving the livelihoods of those who live off, in, and near the forests. Through good
partnerships with key forest countries, Norway has contributed to significant advances in the
development of a REDD+ framework under the UN Framework Convention on Climate Change
(UNFCCC). The last parts of this framework will now hopefully be adopted at COP21 in Paris,
and provide a good basis for enhanced implementation both before and after 2020. This year,

Norway will fulfil its 2008-commitment to contribute one billion USD to the Brazilian Amazon
Fund in recognition of Brazil's outstanding results in reducing Amazon deforestation over the
last decade. These emission reductions are equivalent to half of US greenhouse-gas emission in
2013.
Based on these experiences, Norway is confident that emission reductions from deforestation in
partner countries are measurable, can be reported, and verified, and that appropriate safeguards
can be put in place. Together with the rest of the world, Norway is looking to California for
leadership when it comes to climate change. Norway would be delighted to work with the Air
Resources Board in California to explore this option further.
Oslo, 16 November 2015

16 November 2015
California Air Resources Board
1001 I Street, Sacramento
California 95814
Submitted at: http://www.arb.ca.gov/lispub/comm/bclist.php

VCS Comments on Staff White Paper Evaluating Sector-Based Crediting, including from REDD Programs
The Verified Carbon Standard (VCS), a non-profit organization and ARB-approved Offset Project Registry (OPR) for
the California cap-and-trade program, welcomes the opportunity to offer comments on the Staff White Paper and
associated workshop on Evaluating the Potential Role of Sector-Based Offset Credits, including from Jurisdictional
REDD Programs.
Tropical forest loss and degradation is one of the leading causes of global climate change. At the same time, REDD+
activities have great potential to reduce emissions while generating a multitude of social and environmental cobenefits. By allowing the use of REDD+ credits in its compliance market, California could provide critical funding to
support and scale up efforts to reduce deforestation and forest degradation in its partner jurisdictions, and globally, by
establishing positive market signals. Based on our eight-year experience as the world’s leading standard setter
for REDD+ projects and programs, VCS believes that REDD+ can be robustly accounted for and used to
generate compliance-grade offsets. We strongly support the potential inclusion of REDD+ credits within
California’s Cap-and-Trade Program.
VCS provides these comments from the perspective of the most trusted standard in the voluntary carbon market, with
1
over 60% of forestry projects around the globe applying VCS Program rules and requirements. In addition, VCS
established, with a multi-stakeholder group including many of the world’s leading REDD+ programs, the Jurisdictional
and Nested REDD+ (JNR) framework to provide a rigorous and globally applicable standard for REDD+ accounting at
the jurisdictional scale, with clear guidelines on how projects can be integrated (ie, “nested”) within these larger-scale
programs.
Many of the leading REDD+ jurisdictions are applying JNR. Indeed, the state of Acre in Brazil, which has a
Memorandum of Understanding with California to potentially supply REDD+ credits into California’s cap-and-trade
program, is currently undergoing JNR validation and verification. In the first half of 2016, Acre expects to generate
compliance-grade credits using JNR, which would meet California’s strictest offset requirements.
Our comments below focus specifically on how California could leverage the use of existing independent standards,
such as JNR, to address many of the key challenges it is facing, including providing covered entities needed flexibility
in respect of their compliance strategies and building market confidence in REDD+ assets, all while maintaining the
environmental integrity of the program.
In our opinion, the adoption of third-party standards could simplify California`s engagement with and ensure the
integrity of California’s offset programs, while providing needed transparency to California and international
stakeholders, and facilitating the scaling up of REDD+ market-based solutions around the world.
While donor payments for REDD+ performance may be based on lower (ie, less rigorous) requirements, when
emission reductions are used as offsets (as in the case with California’s cap-and-trade scheme) the highest bar of
atmospheric integrity must be satisfied. Furthermore, with the additional scrutiny of a new sector like REDD+ entering
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State of Forest Carbon Finance 2015. Ecosystem Marketplace: http://www.forest-trends.org/releases/p/sofcf2015

California, it will be critical for the associated emission reductions to be of the highest quality and beyond reproach.
Our comments and recommendations are therefore concentrated on the items where a third-party standard could add
unique value in maintaining the integrity of the system and providing confidence that any emissions allowed in
California will be offset by reductions that are real, permanent, quantifiable and verifiable.
1.

Third-Party Auditing and Verification of Jurisdictional Programs

The White Paper and the recommendations from the REDD Offset Working Group (ROW) recognize the importance
of third-party auditing for validation and verification of partner jurisdiction programs. For third-party standards to be
trusted they need to ensure that auditors are duly qualified and accredited, and that there is appropriate quality
control and oversight of their work.
Under the VCS JNR, all validation/verification bodies (VVBs) must either be accredited to ISO14065 by an
International Accreditation Forum (IAF) member accreditation body such as the American National Standards
Institute (ANSI), or be accredited as a Designated Operational Entity (DOE) by the United Nations Framework
Convention on Climate Change (UNFCCC). In addition, the JNR Program requires that auditors hold accreditation
demonstrating expertise in a given sectoral scope (eg, forestry), and be experienced with local issues and the
particularities of the jurisdiction being audited. The accreditation bodies have oversight of the performance of VVBs,
which includes yearly witness and office assessments to ensure compliance with the relevant accreditation standard.
On top of this, VCS performs periodic performance monitoring of the VVB’s validation and verification services to
further ensure the quality of services performed under the VCS Program. VCS’ performance monitoring occurs in the
form of reviews of project documentation submitted after validation and verification as well as on-site audits.
In addition to the JNR documentation being assessed by a VVB with accreditation to Scope 14 (Agriculture, Forestry
and Other Land Use, or AFOLU), the documentation is assessed by a JNR expert panel. This panel is comprised of
three experts (including a local one) who have applied to VCS for this designation and have demonstrated an
expertise in REDD.
California should require that the REDD+ credits entering its market be independently verified using
internationally recognized best-practice standards and/or norms. Without such requirements and controls, the
credibility and veracity of reported reductions may be questioned or may not be considered to be on par with
reductions from other sectors.
2.

Diversified Buffer to Address Reversal Risks

The role and importance of buffer mechanisms is well stated in the White Paper and the ROW report. The ROW
recommends that buffer volumes be pooled from different jurisdictions and be diversified (to spread risks across a
portfolio). However, to be effectively pooled, buffer credits should be fungible and be of the same quality (ie, follow
the same approach in determining the risk rating/contribution). This may prove difficult if the buffer pool is composed
of volumes from different country- or state-specific accounting frameworks, which may have different requirements
and therefore variable quality characteristics. Such challenges can be amplified in cases where partner jurisdictions
contribute their `own effort` through additional buffer deposits.
In order to effectively manage reversal risk, VCS supports the ROW recommendation that buffer pools used by
California to ensure the permanence of emission reductions be comprised of credits from a diversity of
REDD+ programs and projects with the same or similarly robust rules for buffer determination.
Leveraging existing global standards, like JNR, could be helpful in this regard. VCS pioneered the development and
use of the buffer approach seven years ago for application to REDD+ projects, and the system is now widely
recognized as the most workable and robust way to address reversal risks. Under JNR, which leverages the world’s
most proven buffer system of the VCS, non-permanence risk in jurisdictional REDD+ programs and nested projects is
assessed through the use of a risk analysis, using the AFOLU Non-Permanence Risk Tool, for (nested) projects, and
the JNR Non-Permanence Risk Tool, for jurisdictions. These tools determine the number of credits to be deposited in
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the jurisdictional pooled buffer account based on the risk profile of the project or program. The jurisdictional pooled
buffer account holds non-tradable buffer credits and is a single account that holds the same quality of buffer credits
for all jurisdictional programs and nested projects. The VCS buffer pool is also already populated with more than six
million tons of buffer credits, providing an immediately diversified pool, even in the early stages of California’s
acceptance of REDD+ programs, when only one linkage agreement may be in place. This is a unique value
proposition of tapping the VCS/JNR buffer mechanism for REDD credits coming into California.
3.

Accounting for Leakage

GHG emissions leakage from activity shifting, market effects or ecological impacts can reduce the effectiveness of
emission reductions from REDD+ initiatives and should be limited and controlled to the extent possible, with
unavoidable leakage needing to be quantified and deducted from the net emission reductions reported. Leakage can
occur from nested projects to the jurisdictional area or vice-versa, between different jurisdictions, or from
deforestation to forest degradation.
JNR includes strict leakage accounting requirements covering all potential risks related to both programs and
projects, and offers a Leakage Tool, which provides streamlined and consistent options for estimating, mitigating and
monitoring leakage.
4.

Avoiding Double Counting

Double Counting risk is higher and more likely to occur when jurisdictions and existing nested REDD+ projects are
using different accounting standards and modalities.
JNR allows for existing REDD+ projects to be integrated as nested projects that are fully consistent with jurisdictional
accounting. The JNR requirements provide comprehensive, clear and consistent guidance for how such projects
should be nested under the jurisdictional program. For example, total GHG emission reductions and removals from
nested projects or programs are deducted from the larger (or higher-level) jurisdiction’s total emission reductions and
removals, to prevent any double counting.
5.

Reconciling Emission Reductions between the Jurisdictional Program and Nested Projects

The ROW recommends that REDD+ accounting at the jurisdictional and project levels be reconciled to ensure
environmental integrity. Reconciliation is much more difficult if different programs/standards are used by the
jurisdiction and projects located within. Therefore, VCS recommends that integrated jurisdictional and project
standards be used to ensure the accounting adds up and that atmospheric integrity is maintained.
JNR is the world’s only standards framework that enables the accounting of both REDD+ jurisdictional programs and
projects nested within them, including the ability to incorporate other project standards that may emerge in the future.
Having an integrated accounting framework is key to avoid discrepancies or inconsistent accounting approaches
between levels. To prevent such issues, JNR requires jurisdictional REDD+ programs to determine which level of
monitoring (ie, at national, subnational or project scale) will be used to reconcile any differences in accounting results
between levels. For example, a jurisdiction may choose to designate the jurisdictional- or the project-level monitoring
results to be used for reconciliation. In addition and as noted above, JNR provides guidance for harmonizing
jurisdictional and nested project accounting over time, meaning that once projects are fully nested (eg, they are
consistent with the jurisdictional baseline), such discrepancies should not arise.
In addition to being able to demonstrate carbon accounting integrity, it is also critical that nested projects have robust
social and environmental safeguards in place. VCS therefore echoes the ROW recommendations, also called out in
the ARB White Paper, “…that all nested projects within a jurisdictional program (if any) be similarly
independently verified using best-practice social and environmental standards like the Climate, Community
& Biodiversity Standards (CCBS).”
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In summary, VCS supports the inclusion of REDD+ credits as part of California’s Cap-and-Trade Program,
making sure that only robust GHG standards with the highest-quality offsets are accepted. This will be needed
to ensure atmospheric integrity, maintain confidence in California’s Cap-and-Trade Program, provide covered entities
needed flexibility, and attract business interest and market investment in the sector. VCS recommends that ARB
address this by requiring or giving preference to credits that are issued under jurisdictional programs that
employ international best-practice accounting and crediting frameworks, such as VCS JNR.
2

As stated in the ROW report, credits issued under such third-party standards frameworks could be recognized and
converted by California for compliance use. In addition, tapping third-party standards organizations (such as
VCS) could facilitate linkage between California and its partner states, as has been highlighted in the ROW
3
recommendations.
We appreciate the opportunity to provide our comments and recommendations as California considers how best to
incorporate REDD+ into the state’s cap-and-trade program and look forward to continued engagement as the process
moves forward. Please feel free to get in touch with us if you have any questions or would like to discuss any of this
feedback.

Sincerely,

David Antonioli
Chief Executive Officer

2

From page 28 of ROW report: “Another [option] would be for the Administrator to recognize and convert credits issued by other
entities such as the Partner Jurisdiction or an approved third party program such as the Climate Action Reserve (CAR), Verified
Carbon Standard (VCS), or American Carbon Registry (ACR). …it may be easier for both technical and legal reasons for the
Administrator to recognize credits issued by Partner Jurisdictions or a third party-program rather than issue credits directly for
emissions reductions achieved in foreign jurisdictions.”

3

From page 59 of ROW report: “With respect to indirect linkage, California and its partner jurisdictions should consider linking
through a third-party offset provider or standards organization (e.g., CAR, VCS, ACR etc.) or through an independent organization
formed to facilitate such linkage such as WCI, Inc.”
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Executive summary
This study examines key choices and tradeoffs that
confront current efforts to reduce emissions from
deforestation and forest degradation (REDD+) in
Laos. Drawing on key informant interviews and
document analysis conducted between late 2013 and
late 2014, it builds on recent work by other scholars
on REDD’s policy landscape and wider sociopolitical
context in Laos, but focuses on the landscape of
projects as a window into policy-level debates. Policy
has long been an uncertain arena in Laos, both for
REDD and elsewhere; looking at the project scale
helps provide insight into how the current balance of
clarity and ambiguity, both domestically and globally,
are being addressed by Laos’s REDD practitioners.
We focus on three sets of choices and tradeoffs: (1)
those involving driver engagement – namely, the
choices and tradeoffs that surround which drivers
of deforestation and degradation REDD projects
attempt to mitigate; (2) choices and tradeoffs
involving spatial transparency and development
planning, which are relevant to many spheres of
governance but have special application to REDD’s
process of impact measurement (or reference levels);
and (3) choices and tradeoffs related to property
formalization, which are also relevant well beyond
REDD, but impact REDD efforts through their
influence on forest loss related to insecure livelihoods
at the farm-forest edge.
We argue, in short, that REDD is at a crossroads in
Laos, and needs to “think bigger” – both to remain
relevant, and even to survive. To date, REDD
projects have made relatively conservative choices
on driver engagement, focusing on smallholderrelated drivers like shifting cultivation and small-scale
agricultural expansion, to the exclusion of drivers
like agro-industrial concessions, mining concessions
and energy and transportation infrastructure.
While these choices have been based on calculated
decisions made in the context of REDD project

areas, they have created a pair of challenges that
REDD practitioners must currently confront. The
first is lost opportunity. By not engaging industrial
drivers of forest loss, REDD misses an important
chance to engage with high-level economic decision
making; this has implications not only for climate
mitigation, but more importantly for current efforts
to make Laos’s current trajectory of natural resourceintensive development socially, environmentally and
economically more sustainable. The second challenge
is more immediate. Due to the political-economic
circumstances under which forest loss occurs, there is
a significant gap between loss that is planned and loss
that can be accounted for under REDD’s “national
circumstance” allowances for planned deforestation.
This means that REDD’s positive impacts on
mitigating forest loss, to the extent that they occur,
may be swamped by planned but unaccountable
forest loss, and thus difficult or impossible to verify.
Thinking bigger on issues from driver engagement
to spatial planning and concession regulation to land
tenure and rural livelihood possibilities thus presents
not only a series of opportunities, but a series
of imperatives.
Following two overview sections on the current state
of REDD efforts in Laos, we present three sections
on the three sets of choices and tradeoffs outlined
above. The conclusion then discusses ways in which
industrial drivers of forest loss could be usefully
engaged. We focus on the significant potential for
shared analysis and policy action that exists between
REDD’s existing challenges and current government
efforts to make development – and particularly
investment – more effective from an economic
perspective. While such an approach must include
social and environmental considerations, it privileges
the economic arena as one where opportunities exist
on issues that have, thus far, been REDD’s greatest
stumbling blocks.
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ໍ້ ອ

ທໃ
າ
ແລະ າໄດ
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ພວກເຮົ
ສ
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ໍ້ນ ອມໂຊມ
່ າລາຍປ
ໍ້ າພາດພາກສ
່ ເສື່
ພວກເຮົາໄດາ່ ສ
າພາດພາກສ
ວ
ທ່ ກຽ່ ວຂອ
ງ ແລະຢ່ໃນວິເສປປ
ຄາະບລາວ.
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ໍ້ງໆ
່ ນ
ັນດາເອກະສານຕ
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ອ
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ທາ
2014,ັນດາເອກະສານຕ
ເຊິ່ ງໃນນນັໍ້ ໄດມ
ຊວ
ຍປ
ໍ້ ງ ຫາແລະ
ໍ້ ຍ ວິປເຄາະບ
ໍ້ າ່ ງໆ ໃນ
່ ງ ທາ
ໍ້ ທ
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ເຊິ່ ງໃນນ
ຊວ
ໍ້ ຍປ
ການລວບລວມເນື
ໃນຂອງບ
ເໍ້ ຮັ,ດການສຶ
ກ ນັໍ້ ໄດມ
ົດຄນຄວ
ົໍ້ ທໍ້າຍາໍ້ ປທ່ ໄດ
ໍ້
່ ງ ທໍ້າອ

ໍ້ ໃນຂອງບ ົດຄນຄວ
ໍ້ົ ນ
່ ໄດເໍ້ ຮັົດດການສຶກ
ການລວບລວມເນື
ອ
ໃນໄລຍະຜ
າ່ ນມາ ໂດຍສະເພາະແມ
່ າໍ້ ບທັນດາບ
າ່ ນມາ
ໂດຍສະເພາະແມ
ໍ້ົ
ໍ້ ໃນ ກວມເອົ
ຄນຄວ
າໍ້ ສາ
ທ່ ມເນືໃນໄລຍະຜ
ອ
ານະໂຍບາຍ
ທ່ ກຽ່ ວຂອ
່ ງກ ັບບ ັນດາບ ົດ
ໍ້ ນ
ສາ

ໍ້ ໃນ
ນຄວ
າໍ້ ແລະ
ທ່ ມເນືອ
ກວມເອົ
ານະໂຍບາຍ (socioທ່ ກຽ່ ວຂອ
ົໍ້
ວຽກງານຄREDD
ສ
ທະຍາການເມືອງ
ັງຄ ົມວິ
ໍ້ ງກ ັບ
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contexts) REDD
ຢໃ
່ ນ
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ແລະ ສລາວ.
ທະຍາການເມືອງ
ັງຄ ົມວິໃນບ
ສປປ
າໍ້ ນ ໍ້ (socioົດຄນຄວ
ົໍ້

ພັນກ ັບມາດຕາການ
ໃນການດ
າເນທາງເລື
ນວຽກງານ
ໍ້ນດ
(ຫລື ເສັຕິ
ທຽບຖານ
(reference levels))
; (3)
ອກ REDD
ໍ້ນທຽບຖານ
(ຫລື ອເສັ
levels))
; (3)ັບສິທາງເລື
ອກ
ແລະ ການເລື
ກໄດ
ເໍ້ ລືອກເສຍ(reference
ສາລ ັບການຖື
ຄອງຊ
ນ
ແລະ ການເລື
ອກໄດັດຕ
ເໍ້ ລືງປະຕິ
ສາລ ັບການຖື
ຄອງຊ ັບສິນ
REDD
ທ່ ເປັນທາງການ,
ເຊິ່ ງການຈ
ບ ັດວຽກງານ
ັໍ້ ອກເສຍ
່ ເປັຕ
ທບ
ນ່ ອິ
ທາງການ,
ເຊິ່ ດ
ງການຈ
ບ ັດວຽກງານ
ັດຕໍ້ ງປະຕິ
ັໍ້ ຖືກທາລາຍ
ມຜ ົນກະທົ
ດຕິພນ
ໃຫປ
ເຊິ່ ງ REDD
ົ ທ່ ເຮັ
ໍ້ າ
່ ໄມ

ຜ ົນກະທົ
ບອ
ຕ
ອິດັບຄວາມບ
ຕິພນ
ກທາລາຍ ເຊິ່ ງ
ົ ທ່ ເຮັ
່ ໝດນຄ
ເປັນປະເດັ່ມນ
ທ່ ກຽ່ ວຂ
ໍ້ປ່າໄມ ໍ້ າຖື
ັໍ້ ໃຫົງທາງດ
ໍ້ ່ ງກ
ໍ້ ນການ
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ອ
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ັບພະຍາກອນປ
ໍ້ ງກ ັບຄວາມບ
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ດາລ ົງຊວິດາລຂອງປະຊາຊ
ົນ ທ່ ອາໄສຊ ັບພະຍາກອນປ່າໄມ ໍ້
ເປັນພືໍ້ນຖານການດ
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ພວກເຮົ
າໄດັບເສັ
ຕ
ວຽກງານ
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ພວກເຮົ
າຈະໃນ ສປປ
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ປຽບເໝື
ນກາໍ້ ງກວ
ແຍກ
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ນທອ
ເກົ່ າ ່ ເຊິ່
ງທັງແລະ
ສອງຂພວກເຮົ
ຄ
ິ ໃນປະເດັ່
ິ
ໍ້ ງໄດຄ
ໍ້ ລາວ

່ ກວາໍ້ ງກວ
ໍ້ ດ
ອ
ໃນປະເດັ່ ນທ
າ່ ເກົ່ າ ນຍ
ເຊິ່ົງຢ
ງທັ
ຄ
ິ ຽກງານ
ິ
REDD
ສາມາດຍື
.ໍ້
ນ ໍ້ ກ່ ເພື່ ຕ
ອເຮັ
ດໃຫຄ
ໍ້ ງໄດ
ໍ້ ໍ້ວດ
່ໄງດສອງຂ

ນີ້ ໍ້ ໂຄງການ
ກ່ ເພື່ ອເຮັດໃຫ
ປັດຈຸບ ັນນ
REDD
ຍ ັງເປັREDD
ນທາງເລືສາມາດຍື
ອກໃນເຊນ
ງ ຍ ົງຢ່ໄດ.ໍ້
ໍ້ວຽກງານ

ຢ່ໃັບນ ພ
ສປປ
ໃນບ ົດຄນຄວ
າໍ້ ນ ໍ້
ົໍ້
ແມນໄດ
ສຶກສາລcontexts)
ມມທັດລາວ.
(landscape)
ົງເລິກກຽ່ ວກ
່
ໍ້ political

ບ ັນນ
ນທາງເລືອກໃນເຊງ
ອະນຸລ ັກ ປັດ
ເຊິ່ຈຸງມ
ຈຸດີ້ ມຸໂຄງການ
ງໝາຍ
ເພື່REDD
ອຫລຸດຜຍອ
ນສາເຫດຂອງ
່
່ ັງເປັ

ເພື່ ອເປັນເນື່
ການເປ
ດຊອ
ຂອງໂຄງການ
ການສ ົນທະນາ
ໃນລະດ ັບREDD+
ນະໂຍບາຍ.
ອງຈາກວ
່ າ່ ງທາງໃນ

ການທ
າລາຍປ່າໄມົນທ
ໃຫໍ້ປ່າໄມເສື່
ໂດຍພຶດຕິ
ກາຂອງປະຊາຊ
ງຖ່ ນ ການເຮັ
ເຊັ່ ນ ດການຖາງປ
ໍ້ ອ
ໍ້ າ
ໍ້ ແລະ
່ ອມໂຊມ

ແມນໄດ
ກກນຽ່ ການເປ
ວກ ັບ ດຊ
ພມມ
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ົງເລິ
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ອເປັ
ອ
ຂອງໂຄງການ
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ໍ້ ສຶກສາລເພື່
່ ງທາງໃນ

ອະນຸລ່າໄມ
ງມຈຸດມຸ
ງໝາຍ
ເພື່ໍ້ປອຫລຸ
ອ
ັກ ໍ້ ເຊິ່ແລະ
ການທາລາຍປ
ການເຮັ
ດໃຫ
່
່ ນສາເຫດຂອງ
່າໄມເສື່
ໍ້ ດຜອມໂຊມ

ການສ ົນທະນາ
ນະໂຍບາຍ.
ເນື່ ອ່ ງຈາກວາ່
ນະໂຍບາຍໃນ
ສປປ ໃນລະດ
ລາວ ັບ ລວມທັ
ງນະໂຍບາຍທ

່ ນ ເຊັ່ ນ ອ
ດຕິກາຂອງປະຊາຊ
ໍ້ນທ່ ົນທ
ເຮັດໄຮ ່ ໂດຍພຶ
ແລະ ການຂະຫຍາຍພື
ກະສິ
ກາຂະໜາດນ
ຍ;
ໍ້ອງຖ
່າ
ໍ້ ການຖາງປ

່
ນະໂຍບາຍໃນ
ສປປກຽ່ ວກລາວ
ລວມທັງນະໂຍບາຍທ
່ ນໆ
ກຽ່ ວຂອ
ັບ REDD ແລະ
ັບຂະແໜງການອື
ໍ້ ງກ

ໍ້ນທ່ ກະສິກາຂະໜາດນອ
ດໍ່ ທັ
ໄຮນ່ ໄດ
ແລະ
ການຂະຫຍາຍພື
ແຕຫ
ພ
ບ ັນດາສາເຫດຂອງການ
ໍ້ ຍ;
່ ຳກຍເຮັັງບ
ໍ້ ິຈາລະນາ

ແມນຍ
ແນນ
ອ; ນຈະຊ
ກສາ ວຽກ
ັງບ່ ທັນັບໂຄງການ
ັໍ້ ຍໃຫການສຶ
ງານ REDD
່ ໃນລະດ
່ ອນເທື່ແມ
່ ສະນວ
່ ນ,
ໍ້ ເຂົໍ້າໃຈ

ທາລາຍປ
າ
ດໃຫ
ປ
ເສື່
່ ດິນ ການເຮັ
ຈາກການໃຫ
ສ
ເພື່ ອປ
ກໄມ
ດສາຫະກ
າ, ທ່ ເກດ
່ ໄມ ໍ້ ແລະ
ໍ້ າ
່ ອຸ
ໍ້ ອມໂຊມ
ໍ້ າປະທານທ
ໍ້ ໄມ

່ ນໆ
ຽ່ ວຂ
ອ
ແລະ
ກຽ່ ວກກັບຂະແໜງການອື
ັບ REDD
ແມນຍ
ນແນ
ນ
ອ; ສະນ
ນ,
ການສຶ
ສາ ວຽກ
ັໍ້
ໍ້ ງກ
່ ັງບກ່ ທັ
່ ອນເທື່

ໍ່ ທັນໄດພ
ຫ
າລະນາ
ບ ັນດາສາເຫດຂອງການ
ທາລາຍປແຕ
ໃຫ
ທ່ ເກດ
່ ຳກຍ
ໍ້ດິຈ
່າໄມ
ໍ້ ແລະັງບການເຮັ
ໍ້ປ່າໄມເສື່
ໍ້ ອມໂຊມ

ງານ
ໃນລະດາ່ ັບໂຄງການ
ແມ
ແຈງໍ້ ກຽ່ ວກ
ງສິ່ ງທ່ ຈະແຈ
ງໍ້ ນຈະຊ
ງທ່ ໍ້ ເຂົໍ້າໃຈ
ັບ ຊREDD
ັດສວ
່ ແລະ ວ
່ ສິ່ຍໃຫ
່ ນລະຫວ

ຈາກການໃຫ
ສ
ເພື່່ ສ
ອປ
ກໄມອຸ
າ,
ຂຸດຄນບ
,່ ພະລ ັງງານ
ແລະ່ ດິນ ການກ
າໍ້ ງໂຄງຮ
ງ
ົໍ້ ່ ແຮ
ໍ້ າປະທານທ
ໍ້ ດາ່ ສາຫະກ

່ ທັນັບສາກ
ທັງຈ
ຈະແຈົນງໍ້ ທ
ໃນວຽກງານ
່ ຍ ົກຂຶນ
ໍ້ ໃຫເໍ້ ຫັREDD
ຖ່ ນ ແລະຍ ັງບ
ລະດ
ນ ໂດຍຜ
ັດຕງັໍ້ ັບທໍ້ອງ
ໍ້ ໃນລະດ

ພືໍ້ນຖານດາໍ້ ົວຈິ
ນການຄ
ົມ. ັດສິອນງຕາມປະສ
ຜດ
ງເຫັ ນົມມະນາຄ
ວາ່ ການຕ
ໃຈ ກຽ່ ວກົບການຈາກ
ັບ
ໍ້ າເນນວຽກງານຕ

່ ຈະແຈັບທ
ແຈງໍ້ ກງໍ້ ຽ່ ວກ
ງໍ້ ອ
ັບ ຊ ັດສວ
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ທັງງທ
ໃນລະດ
ງ ສິ່ ງທ່
ຍ ັງບ່ ທັນຈະແຈ
ໃນວຽກງານ
່ ນລະຫວ
່ ງສິ່
ໍ້ ແລະ

່ ສາໍ້ ງໂຄງຮາ່ ງ
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1 Introduction
Efforts to link climate change mitigation to
improved forest management in the global south
have been difficult from the start. Initially avoided
deforestation was deliberately left out of the United
Nations Framework Convention on Climate Change
(UNFCCC) process because it threatened to both
sidestep the problem of reducing emissions in the
global north and create “moral hazards” when it
came to paying people not to do something. Then,
when the project currently known as REDD+ did
eventually emerge – first through the proposal to
reduce emissions from deforestation, then from
adding degradation to the equation, and finally
through including carbon stock enhancement and
sustainable development (the “+”) – it did so amidst
a volatile mix of science and politics. Proposed by
the Coalition of Rainforest Nations and created
specifically to push avoided deforestation in the
name of development (Somare 2005), REDD fit
both the evolving climate science and the offsetbased model to emissions reduction established
under the Kyoto Protocol (Stern 2006). As REDD
has developed, it has continued to face concerns
about its scientific effectiveness, its distributional
impacts vis-à-vis rural smallholder and especially
indigenous communities facing longstanding
political and economic marginalization, and its
ability to meet competing demands on both of
these fronts simultaneously. Confounding the
distinction between technics and politics that has
been a cornerstone of post-war development, REDD
was born techno-political (Mitchell 2002) and has
remained so ever since.1
REDD’s key pieces – analysis of and engagement
with locally relevant causes (or “drivers”) of
deforestation and forest degradation; monitoring,
reporting and verification (MRV) of those
engagements in order to measure their impacts;
and social safeguard mechanisms to make sure that
the cure is not worse than the disease, so to speak
– exemplify this technical and political mixture.
Deforestation and forest degradation span a range
1
For ease of readability, this study uses the term REDD
rather than REDD+ when the acronym appears in the middle
of a sentence. It is not intended to distinguish between pre- and
post-Copenhagen versions of the same.

of socially, economically and environmentally
complex drivers, from the livelihoods of marginal
smallholders to the mining of high-value timber by
elites, as well as a range of socioeconomic goals, from
rural industrialization and infrastructure building to
addressing corruption’s persistent drain on national
treasuries. MRV systems and REDD safeguards,
for their part, sit respectively astride a key tension
that all modern societies confront: the economic
impetus to commodify natural resources for purposes
of development and trade, and the regulatory
impetus to protect society – including communities,
landscapes and even the economic system itself –
from the negative consequences of particular
commodification efforts (Polanyi 1957). Given this
range of engagements, it is hardly surprising that
as REDD has become closer to the ground in the
decade since it was first embraced by the UNFCCC,
it has started to look less and less like the “quick
win” it was initially conceived to be, and more like
a new way to tackle the longstanding problem of
underdevelopment. As one practitioner consulted for
this study put it, “REDD turns out not to be such
low-hanging fruit – the tree has grown a lot in the
last five years!”2
This is not necessarily a bad thing. While some have
been quick to judge REDD a failure as it has run
up against issues such as illegal logging, insecure
forest tenure and the prioritization of economic
development by national policymakers in the global
south, others point out that running headlong into
the reality of development is precisely the point.
Operational challenges, in this view, are an indication
that the “REDD-plus window”, as one practitioner
described it,3 provides a way to actually engage
fundamental development issues like land tenure
insecurity, opaque spatial planning, poor forest
management, and the heavy reliance on resource
extraction for economic growth. For others, REDD
itself is a far more limited vehicle – “a nice car,” as
one practitioner put it – “but you still have to build
the road.”4 This view of REDD as an accounting
2

Interview, Vientiane, 2013. See below for methods.

3

Interview, Vientiane, 2014.

4

Interview, Vientiane, 2014.
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framework rather than a governance reform program
highlights the range of opinions about what REDD
is and what it might or might not be capable of. This
question of what REDD is, and what its ambitions
are, underlie much of the material presented below.
The REDD landscape in Laos is quite heterogeneous;
as one practitioner put it, “there are many ways
to do REDD now.”5 This is due to both local and
distant factors. REDD’s early days saw a rush
of piloting efforts, but with the lack of a global
climate agreement in Copenhagen in late 2009,
REDD practitioners faced two related sets of
choices. They had to decide how much to stick
with REDD’s “original” goal of creating verified
emissions reductions versus how much to hedge
into other types of development activities that
could be pursued with “no regrets.” To the extent
that projects stuck with the original goal of creating
emissions offsets, they also had to decide how much
to pursue accreditation on the voluntary market
and become offsetting projects in the present, versus
acting as pilots for a future REDD scheme where
demand – and carbon prices in particular – would
be significantly higher. Today’s REDD landscape,
both specific projects and the institutional efforts
to support them, thus grapple with questions of
methodology, financing, and the balance between
explicit REDD efforts and “no regrets” development
and conservation.
The sections that follow examine three specific
sets of choices and associated tradeoffs which help
elucidate these questions. One of the most basic
questions that any REDD project needs to address is
where it is working and how. As we elaborate below,
choosing a geography of REDD activities goes hand
in hand with selecting the drivers of deforestation
and degradation with which to engage in that project
area. There is already significant experience with
this process – indeed, a number of Laos’s REDD
projects have spent the majority of their existence
dealing with this twin issue of driver engagement
and project location. Looking at how projects engage
(or decline to engage) with drivers of forest loss, and
how they structure themselves geographically in the
process, provides insight into where Laos sits within
the global landscape of REDD, and points to how
REDD efforts might need to change if they are going
to take up the global call to engage industrial drivers
of forest loss and make the development process itself
5

Interview, Vientiane, 2014.

more sustainable (Sunderland et al. 2008; Thomas et
al. 2009).
A second set of choices and tradeoffs emerges once
a project has selected its geography and particular
drivers of interest; these involve the methodology
attached to measuring the project’s impact on
emissions. REDD projects work – in the narrow sense,
at least – by changing the rates or trajectories of forest
loss; measuring these means not only accounting for
deforestation and forest degradation after the project’s
interventions begin, but also figuring out what these
should be compared to. This means developing a
baseline and counterfactual scenario against which
to compare observed results. If all forest landscapes
were equal from a development perspective, this
would be a technical but manageable endeavor.
Because they are not – because forest landscapes sit
in different positions on the “forest transition” curve
(Mather and Needle 1998) – there are a range of ways
to measure a given REDD project’s performance
against what might have happened in the absence
of intervention (Angelsen et al. 2011). This takes
REDD out of strict forest science and remote sensing
into the realm of development studies and political
ecology. Because REDD tries to allow for “national
circumstances” which might otherwise conflict with
development, a series of choices and tradeoffs emerge
when it comes to actually trying to do this, especially
in a data-limited environment. Laos’s current
national circumstances – notably the extensive use of
infrastructure building as a source for, and sometimes
as a cover for timber extraction by local rather than
central authorities – make these issues especially
difficult, but also especially important. Transparency
of development planning thus emerges as a crucial
policy arena for the practice of REDD in Laos.
A third set of choices and tradeoffs concerns decisions
about land tenure recognition. These issues predate
REDD, but influence it significantly through things
like law enforcement and limited livelihood options
at the farm-forest edge. In Laos, as elsewhere in
Southeast Asia, private property formalization has
focused largely on urban, peri-urban and, to a limited
extent, well-defined agricultural areas. Forests, uplands
and the farm-forest matrix, meanwhile, have not
only been excluded from these efforts (LCG 2002;
Biddulph 2010; Hirsch et al. 2010), but have also
been targeted for land concessions as de facto ways
to “clarify” and enforce state property rights claims
through the pursuit of economic development (Dwyer
2013, 2015b). The concession landscape in Laos has,
however, been an unstable one, with three national
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concession moratoria issued since 2007. Tenure
issues, long identified as a key to making the REDD
equation work (Lestrelin et al. 2013; Sunderlin et
al. 2014), are increasingly within the scope of Lao
policy debates about how to make development more
sustainable and inclusive. How the international
community engages in the next few years on this
point is likely to be of major importance. As the
material below suggests, REDD provides a potential
entry point into these debates.
This study draws on key informant interviews and
document analysis conducted between late 2013 and
late 2014. It builds on the work of others such as
Chokkalingam (2010), Fujisaki (2012) and Lestrelin
et al. (2013) who have carried out significant
research on the REDD policy landscape and wider
socio-political context in Laos. To some extent, this
study brings their analyses forward in time, given
the changes of the last two years (RRI 2012; Creak
2014; Vientiane Times 2013b–2015b). But our focus
is also different: we examined the issues discussed
above by examining REDD projects on the ground,
as experienced and navigated by practitioners,
rather than as indicated and discussed at the policy
level. One of the major themes in both research
and everyday conversation about REDD policy is
its uncertainty; as with elsewhere in the Lao land
and forest sector (e.g. Whitington 2014), ongoing
ambiguity on key issues is almost the norm rather
than the exception. Looking at the scale of projects
provides insight into how the current balance of
clarity and ambiguity is being navigated by REDD
practitioners. As discussed in our concluding section,
lessons from this scale suggest ways that concerned
actors might move forward vis-à-vis key choices and
tradeoffs which currently loom.

This study argues, in short, that REDD is currently
at a crossroads in Laos, and that it needs to “think
big”, both to remain relevant and even to survive.
To date, REDD projects have made relatively
conservative choices on driver engagement,
focusing on smallholder-related drivers like shifting
cultivation and smallholder agricultural expansion,
to the exclusion of drivers like agro-industrial
concessions, mining concessions and energy and
transportation infrastructure. While these choices
have been based on calculated decisions made in the
context of REDD project areas, they have created
a pair of challenges that REDD practitioners must
currently confront. The first is lost opportunity: by
not engaging industrial drivers of forest loss, REDD
misses an important chance to engage with high level
economic decision making; this has implications not
only for climate mitigation, but more importantly
for current efforts to make Laos’s current trajectory of
natural resource-intensive development more socially,
environmentally and economically sustainable. The
second challenge is more immediate: due to the
political-economic circumstances under which
forest loss occurs, there is a significant gap between
forest loss that is planned and forest loss that can be
accounted for under REDD’s “national circumstance”
allowances for planned deforestation. This means
that REDD’s positive impacts on mitigating forest
loss, to the extent that they occur, may be swamped
by planned but unaccountable forest loss, and thus
difficult or impossible to verify. Thinking bigger on
issues from driver engagement to spatial planning
and concession regulation to land tenure and rural
livelihood possibilities thus presents not only a series
of opportunities, but a series of imperatives.
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2 REDD+ in Laos: The project landscape
This paper uses projects rather than policy as the
entry point into policy-level choices and tradeoffs for
REDD in Laos. As noted above, the REDD policy
landscape in Laos has been reviewed in a number
of good studies recently (Chokkalingam 2010;
Fujisaki 2012; Lestrelin et al. 2013; Chokkalingam
and Phanvilay 2015; also see Eickhoff et al. 2012;
MAF 2012). These authors emphasize many of
the same issues examined at the project level here,
and note the importance of future decisions in
clarifying uncertainties that exist about, among
other things, oversight and coordination at various
levels and sectors of government, methodology for
measuring and verifying the impacts of REDD
project interventions, and benefit-sharing policies
such that interventions are effective, equitable and
sustainable. At the level of REDD policy, there has
been relatively little change on these issues in the last
two years, in part due to the REDD mandate being
divided between two relevant ministries which are
still negotiating how to proceed (also see Section 3).
Many of the core issues identified in earlier studies
thus remain highly relevant.
Moreover, the literature on Lao development has
long emphasized the distinction between policy
and practice, and emphasized the need to study
the latter in order to understand “reality on the
ground” (e.g. Chamberlain 2001; Rigg 2005; Fujita
and Phengsopha 2008; Baird 2010a). In some
cases, policy is ignored outright; Hodgdon (2008)
framed his analysis of the southern Lao forestry
sector in the mid-2000s in terms of “policy versus
reality,” highlighting the disconnect between the
top-down theory of power enshrined in official policy
narratives, and the discretion of local authorities
when it comes to managing forest resources. In
the last few years, this acknowledgment has begun
to appear regularly in official discourse as well, at
least in its English language version (Vientiane
Times 2012, 2013a, 2014a–h, j, 2015a, b). In many
cases, however, the relationship between policy
and practice is not one of outright contrast so
much as of diverse and sometimes contradictory
interpretations. Governmental practice on the
ground thus often reflects unpredictable and
heterogeneous interpretations of policy, stemming
from a mix of local circumstances, political culture

and the (sometimes vested) interests involved (Evrard
and Goudineau 2004; Ducourtieux 2005; Stuart-Fox
2006; Baird 2010b; Dwyer 2011). Sometimes this goes
to the point of contradicting policy entirely although,
as the example of “illegal” logging shows, links to
infrastructure or other development efforts tend to blur
the lines and raise difficult questions (see Section 5).
Understanding the current landscape of policy choices
and tradeoffs thus requires, paradoxically, less of an
understanding of the current policy landscape per se
than an understanding of the actual landscape over
which different policies are “draped,” so to speak, as
they are translated from abstractions into concrete
actions. The project landscape of REDD, as elaborated
below, provides good access to this type of material.
REDD projects in Laos have been in operation since
2009, almost as long as “REDD readiness” activities
have been pursued at the policy level. Figure 1 shows
a rough timeline of REDD’s roll-out in Laos, placing
readiness efforts and projects (middle and bottom,
respectively) in the context of REDD’s evolution in the
global arena (top). The projects listed at the bottom of
Figure 1 are reviewed summarily here and elaborated
(although selectively and sometimes anonymously)
in later sections. Figure 2 provides a map of REDD
project locations; details are provided in the text.
Given the vagaries of project geography discussed in
Section 4, the map in Figure 2 should be taken as
indicative at best.
PAREDD: Laos’s first REDD project was the
Participatory Land and Forest Management Project
for Reducing Deforestation in Lao PDR (PAREDD).
Funded by JICA and based on a “detailed planning
survey” conducted in early 2009, the project launched
officially in August of the same year, targeting two
districts in Luang Prabang province (JICA 2014).
Illustrating the link between location and drivers
elaborated in Section 4, PAREDD’s geography and
activities were a function of its focus on shifting
cultivation stabilization as a remedy to deforestation
and forest degradation. Xieng Ngun and Phonxay
districts, both in Luang Prabang, are primarily upland
areas with a history of research and development
policy piloting (Ducourtieux 2005), and illustrate
PAREDD’s intent to pilot shifting cultivation-oriented
REDD methodology for up-scaling throughout the
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Figure 1. REDD+ timeline in Laos.
Source: Interviews, project documents, Chokalingam (2010), Fujisaki (2012) and Lestrelin et al. (2013).

north (JICA 2014). Project activities followed in the
steps of PAREDD’s larger predecessor FORCOM (the
Forest Management and Community Support Project,
implemented 2004–2009 in nine northern districts),
and drew on a standard suite of upland interventions
(cf. Baird and Shoemaker 2007; Lestrelin et al. 2011,
2012): community consultation, land-use planning,
and efforts to incentivize alternative livelihoods to
shifting cultivation. The project finished officially in
August 2014, but was extended for a year so that its
REDD component, still in development and/or peer
review when the project ended, could finish the review
process (JICA 2014).
CliPAD: The Climate Protection for Avoided
Deforestation (CliPAD) project was created
following a scoping survey in September 2009,
just after PAREDD’s official launch. Funded by
a combination of German financial cooperation
(from the development bank KfW) and technical
cooperation (via GIZ), CliPAD, like PAREDD,
sought to mesh a set of REDD-oriented criteria with
an existing geography of donor project operations.
Also like PAREDD, CliPAD sought to demonstrate
the feasibility of REDD as pro-poor development,
but departed from PAREDD’s focus on the uplands

per se by prioritizing biodiversity conservation as
well. Building on earlier project work by GIZ (then
GTZ) and project partner the Wildlife Conservation
Society (WCS), CliPAD chose the Nam Phui National
Protected Area in Xayabouri province and the Nam
Et Phou Loeuy National Protected Area, mostly in
Huaphan province but also covering parts of Luang
Prabang and Xieng Khouang. This first iteration
exemplified a focus on National Protected Areas
(NPAs) that would continue with other REDD
projects (see below), but it also set CliPAD on a
collision course with issues of technical and political
feasibility which gave the project a very different
geography in the final instance (see next section). The
project’s second generation is currently refocused
on Huaphan province only, where it is pursuing a
“jurisdiction-based” approach to REDD, pairing policy
and institutional work at the province level (where
emissions will ultimately be measured) with ongoing
livelihoods-oriented work at the village level. This work
is taking place in Hua Meuang and Sam Neua districts,
both of which buffer the Nam Et Phou Loeuy NPA to
the southeast (Figure 2), complementing additional
work by WCS in the NPA to the west, as well as by the
Dutch organization SNV in another NPA to the east
of CliPAD’s two target districts (see below).
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Figure 2. REDD+ projects in Laos, 2009-2014.
Source: Interviews and project documents.

WWF Xe Pian: In 2010, following several years of
engagement in Xe Pian NPA focused on ecotourism,
protected area management and corridor restoration,
the World Wide Fund for Nature (WWF)-Laos, in
consultation with WWF Austria and the Government
of Laos’s Department of Forest Resource Management
(DFRM), decided to explore the possibility of a REDD
project in order to secure long-term financing for the
NPA through the sale of carbon credits. A feasibility
study carried out by WWF and partnering agency,
Austrian Federal Forests (ÖBf ) in 2011; this determined
that a REDD project for a subset of Xe Pian was
feasible by a narrow margin, although it was limited
largely by a lack of strong deforestation pressures. Due
to high biodiversity and forest ecosystem values, as
well as a desire to secure long-term funding for the
conservation of these resources, WWF, ÖBf and DFRM
agreed to prepare a project design document under
the Voluntary Carbon Standards (VCS) methodology.
In 2012, preparation of the Xe Pian REDD+ project
document commenced using VCS methodology
VM0015 (for unplanned deforestation), focusing on
a subset of the NPA comprising approximately 60
percent of the total NPA area, excluding unthreatened
core areas of the NPA and a militarized areas along
the Cambodian border (also see next section). The
project was built around carbon sequestration through
improved protected area management via mapping,
zonation and boundary demarcation (to restrict
agricultural encroachment onto forest areas), improved

law enforcement (including patrolling of forest
resource areas), and the promotion of sustainable
livelihoods for forest dependent communities. The
project document was completed and submitted in
2013. In 2014, the project was registered under the
VCS and external validation began, using funding
from WWF Austria and the Austrian Government.
New Chip Xeng: The New Chip Xeng (NCX) REDD
project is a public–private partnership between the
Lao Government and the New Chip Xeng Group, a
Thai shipping company in joint venture with Honda
in Laos (Lestrelin et al. 2013, 35). Endorsed by the
Prime Minister’s office in 2010, the NCX project
initially prepared to work in four NPAs, two just
outside Vientiane and two in the central Lao provinces
of Savannakhet and Salavan (Figure 2). Following a
pre-feasibility study in 2012, the project developers
decided to focus only on the southern two NPAs, and
conducted a biomass inventory and drivers analysis in
late 2012 and early 2013. Since then, project activity
planning work has been ongoing in response to the
drivers analysis, as has more detailed forest inventory
work designed to address the technical difficulties
of measuring changes in central Laos’s “open” (dry
dipterocarp) forest landscape.
WWF Xe Sap: In 2010, WWF-Greater Mekong
and WWF-Germany initiated the “Avoidance of
deforestation and forest degradation in the border area
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of southern Laos and central Vietnam for the longterm preservation of carbon sinks and biodiversity,” or
CarBi Project, with financial support from the German
Government’s International Climate Initiative (ICI)
of the Federal Ministry for the Environment, Nature
Conservation and Nuclear Safety (BMU) through the
German Development Bank (KfW). Within this
program framework, WWF and DFRM initiated
a REDD feasibility study in 2011, carried out in
cooperation with the consultancy company Forest
Carbon Partners. VCS methodology VM0015 was
selected during the early consultation period in order
to assess unplanned deforestation and explore the
possibility of a REDD project within the NPA. The
feasibility study indicated that shifting cultivation
constituted the major cause of unplanned deforestation
within the NPA, though it was acknowledged that
a number of other threats, not calculated under the
selected VCS methodology, from hydropower and road
developments near the NPA, as well as illegal logging,
may cause substantial loss of carbon. The threat of
significant deforestation from shifting cultivation was
not, however, high enough to justify a REDD project.
The feasibility study indicated that possible revenue
from the sale of carbon credits may be sufficient to
cover the cost of MRV but would not provide for
substantial funding beyond the costs. In consequence,
WWF and DFRM determined that REDD was not
feasible for Xe Sap NPA and the proposed project was
abandoned in 2012.

saw a shift from villages to state production forests
and their managers as the targets of cooperation and
empowerment. The project’s current phase continues
this approach of attempting to balance “participatory”
forestry (involving villages that occupy, but are not
acknowledged to own the forest landscape) with state
forestry based on state ownership of forest, but adds
a REDD component aimed at making the project’s
institutions more financially sustainable in the longer
term. REDD planning began during SUFORD’s
extension phase (2009–2012) and is continuing
currently under SUFORD SU. The new project scales
up the footprint of the earlier one, targeting over three
dozen officially gazetted production forest units as well
as a “landscape” region in northwestern Laos designed
to allow the development of interventions in villages
outside the forest estate as well (Figure 2, right side).

In aggregate, Laos’s REDD projects cover a substantial
portion of the national landscape (Figure 2). While
these projects have hardly “done REDD” in all of these
areas, their extent shows just how much land is in
play when it comes to questions of development and
conservation at the farm–forest edge. Figure 2 begins
to indicate the magnitude of some of the issues that
are examined in the sections that follow. Before getting
to the three sets of choices and tradeoffs discussed in
Section 1, Section 3 presents a historical genealogy of
the key land units that underlie most of the REDD
projects discussed above: conservation forests, also
referred to as NPAs; production forests, sometimes
called PFAs (production forest areas) and protection
SNV: The SNV Netherlands Development
forests, so named because of their dual watershed
Organization has been involved in REDD work in
protection and military-strategic mandates. Together,
Huaphan and Attapeu provinces since 2012. Working
these comprise Laos’s forest estate, or what Peluso and
with USAID’s Lowering Emissions in Asia’s Forests
Vandergeest (2001) call the political forest: the extent
(LEAF) program and the German-funded ENRICH
of land claimed by forest bureaucracies regardless
program, SNV’s efforts are geared toward developing
of their forest cover and land-use status. Looking at
livelihood-related forest management and enhancing
maps like Figure 2, one might get the impression that
capacity at the district and village level for REDDthese forest units are well-defined and that making
related forest measurement and monitoring. Efforts are
REDD operational is a matter of being guided by
focused in Huaphan’s Nam Xam NPA and Attapeu’s
their topologies – their boundaries as well as the
Sanamxay district.
“insides” and “outsides” they create. As Section 3 shows,
however, Laos’s forest estate is better understood
SUFORD SU: The Scaling Up (SU) Participatory
as something more fractal and contested, a set of
Sustainable Forest Management project began in
proposed polygons that looks different at different
2013. Known locally as SUFORD SU, it replaced
scales and that involves not only different logics
its predecessor, the Sustainable Forestry for Rural
of administration, but various (and in some cases
Development (SUFORD) project (2003–2008,
competing) institutions as well. Given this uncertainty,
extended through 2012). Funded by the World Bank
a genealogical rather than explicitly historical
and the Government of Finland, SUFORD SU is the
approach is warranted. Such an approach highlights
third project in a lineage that dates back to the midthe questions that are still unresolved (Dwyer 2013),
1990s, when the Forest Management and Conservation
the answers to which are likely to be part of the
Program (FOMACOP) attempted to develop village
production forestry in central and southern Laos (Katila REDD equation – and the land and forest governance
equation more generally – for Laos’s foreseeable future.
2000). The transition from FOMACOP to SUFORD
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3 “Forget all these maps”: A genealogy of the
Lao political forest
Like many other countries in Southeast Asia, Laos
has a substantial area of its territory classified
administratively as forest. As in Indonesia, Malaysia,
Thailand and Cambodia, forest in the administrative
sense may or may not be forested biophysically,
despite frequent slippage in everyday and official use.
It is therefore important to differentiate forest in the
biophysical sense (however defined) from the forest
estate or, as referred to here, administrative or political
forest. Laos’s forest estate is of relatively recent creation
compared to many of its counterparts in the region.
While predicated on the doctrine of state ownership
that underlies a number of colonial era forestbureaucratic efforts whose legacies are still widely
apparent elsewhere (Peluso and Vandergeest 2001),
Laos’s political forest has been gazetted essentially
within the last 25 years, and much of it within the last
ten (Figure 3).
The forest zones shown in the project map above
have their origins in a series of gazettement efforts
shown in Figure 3. These began in the immediate
post-independence period of the late 1970s with state
and foreign donor efforts to create a domestic timber
industry through the vehicle of state forest enterprises.

These operated in key forest landscapes throughout
the country (Figure 3, first map from left). This
effort, while limited in both its formal demarcation
efforts and its economic successes, helped create the
infrastructure of the timber industry which, when
mobilized under the decentralization policies of the
mid-1980s, enabled the logging boom of the late
1980s and early 1990s (Anonymous 2000; Dwyer
2011). Efforts to gazette Laos’s forest estate followed
this boom, and began initially as a protective response.
Following Laos’s participation in the Tropical Forestry
Action Plan initiative, the country’s system of NPAs
– original called National Biodiversity Conservation
Areas (NBCAs) – was initiated in 1993 (Figure 3,
second map). Production forests followed in the earlyto mid-2000s, reflecting an effort to rationalize and
formalize timber harvesting in Laos’s substantial but
decreasing forest areas (third map). Around the time
that Laos’s Forest Law was rewritten,6 efforts began
to demarcate the third current category, protection
forests, which refers to both watershed protection and
national security (fourth map).
As with other forest estates (see e.g. Fay et al. 2000),
lines on paper do not mean lines on the ground. Of

Figure 3. Development of Laos’s political forest.
Source: Based on material in Sawathvong (2010) and Dwyer (2011).

6
This took place in 2008, and decreased the number of forestadministrative categories from five to three. The earlier (1996)
Forest Law listed “regeneration” and “degraded” forest as legal
categories as well.
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Figure 4. Key events since 1990.

the three forest categories shown in Figure 3, some
NPAs and production forests have been partially
demarcated, and many remain in various stages of
demarcation. Protection forests are, by most accounts,
generally un-demarcated or only in the earliest stages
of demarcation. All three types of political forest are
widely inhabited and farmed, with residents and land
users numbering in the hundreds of thousands or
more. In total, Laos’s forest estate takes up roughly
two thirds of the country’s land area (Sawathvong
2010). Forest categories thus play an ambiguous
role: insufficiently resolved to function as intended
land-use categories, they nonetheless dictate, at least
to some extent, where logging is illegal (namely in
NPAs and, at least currently while management
plans are being developed, in production forests).
More often, despite being referred to frequently in
the language of land use, their function is to divide
administrative responsibility – or, put another way,
regulatory turf – between different ministries and
sub-ministerial offices.
In parallel to the macro-scale forest gazetting
shown in Figure 3, a number of interventions
were developed to govern land use closer to
the ground (Figure 4). Among these, a tension

has long existed between activities like land-use
zoning and titling which endeavor to clarify and
restrict what can be done where and by whom, and
development mechanisms like state land concessions
and compensation schemes, which are predicated
on a significant degree of flexibility when it comes
to mobilizing land for development. Activities like
land-use planning and land allocation (LUPL/LA),
piloted in the 1990s and subsequently up-scaled and
adapted into project-specific variants, have been pulled
in both directions. Sometimes they are interpreted as
legal categories that constrain the land uses that can
occur in a given location, while at other times they are
treated as mere sketch maps or plans which are subject
to adjustment if a “better” development option comes
along (Barney 2007; Dwyer 2011). Land titling has
played into this, at times unwittingly, by seeming to
recalibrate the legal definition of private ownership
while at the same time steering clear of concessiontargeted landscapes in favor of urban, peri-urban
and to a limited extent lowland and non-forested
agricultural areas (Hirsch et al. 2009; Thongmanivong
et al. 2010; Dwyer 2013). Finally, as concessions
have expanded over the last decade, policymakers
and donors have stepped into the regulatory fray via
a number of efforts aimed at alleviating concessions’
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pressure on the rural land base. These include the
remaining interventions shown in Figure 4, including
the formalization of compensation regardless of
title status (via prime ministerial decree 192, an
outgrowth of the Nam Theun 2 hydropower project);
trying to make land-use planning (LUP) either more
participatory (Participatory LUP, or PLUP), or faster
and coarser-grained (“micro” LUP); moratoria on
land concessions in the agricultural and mining
sectors (2007, 2009 and 2012); and the “2 + 3”
policy (Shi 2008; Dwyer 2013, 2014), aimed at
privileging contract farming over concession-based
agribusiness investment.
This is the crowded landscape into which REDD
has stepped. During this period, the institutional
dimensions of this policy landscape have shifted
in two directions at once. These are in tension
with one another, and together, they are likely to
determine the direction of land-related regulatory
and development efforts, including REDD, in the
coming years.
The first dimension concerns the regulatory mandate
over the forest estate, which is currently shared
between the Ministry of Agriculture and Forestry
(MAF) and the Ministry of Natural Resources and
Environment (MONRE). As the result of the 2011
decision to create MONRE (formalized in PM
decree no. 435), control over conservation forests
(i.e. NPAs) and protection forests passed to the
new ministry (specifically DFRM), while control
over production forests stayed with MAF. REDD
was directly affected by this dissolution, in that
leadership of the National REDD Taskforce passed
to MONRE’s DFRM, while most of the resources
– including the mandate to work with the World
Bank’s Forest Carbon Partnership Facility – stayed
with MAF’s Department of Forestry (DoF). This
division has slowed the progress of the REDD
Taskforce substantially. A number of informants
consulted for this study described the reallocation
of mandate as a hindrance, given its contribution of
additional coordination and capacity issues to a field
that was already challenged on multiple fronts.7
The question of the forest estate mandate is much
larger than REDD, and concerns the division of
regulatory responsibility between MONRE and MAF
more generally. Before MONRE’s creation, MAF
was charged with managing all types of forest land,
7

Interviews, Vientiane, 2014.

albeit in coordination with local authorities. MAF
thus represented the largest ministerial allocation of
management responsibility under the 2003 Land
Law, which divided land among eight categories:
agricultural land, forest land, wetland, industrial
land, communication land, cultural land, land for
national defense and security, and construction land;
and six ministries: Agriculture and Forestry; Industry
and Handicrafts [now Commerce]; Communication,
Transport, Post and Construction; Information
and Culture; National Defense, and Security [or
Home Affairs (see Land Law Articles 9 and 11). The
law also envisioned a “national land management
authority” (lower case) charged with, among other
things, coordinating among these ministries and local
authorities about the classification and management
of land, and possessing the “rights and duties … to
allocate land-use rights, to lease or grant concessions,
and to withdraw the right to use land” from existing
users (Article 10). The 2003 law thus presaged the
creation of the actual National Land Management
Authority (upper case, NLMA) in 2005–2006, which
was expanded and consolidated into MONRE
in 2011. One of the key differences between the
NLMA and MONRE, however, is that the former
had a mandate of coordination and general oversight,
while the latter has a territorial mandate as well. By
receiving control over conservation and protection
forests, MONRE has entered the fray of what
scholars call ongoing state formation: the division
of the state’s development and regulatory mandate
among particular institutions and actors.
This “regulatory turf ” dimension looms especially
large given what is perceived as the unworkability of
current forest estate mapping from the perspective
of local land use. This has significant implications for
REDD. One informant explained this with reference
to the protection forests shown at the right-hand side
of Figure 3:
Take this six, seven or whatever million hectares
of protection forest: in [one province], for
example, there are [a few] districts that are only
categorized as national protection forest – how
should that work? The guidelines that have
been put out, at least the English version, are
not workable – really not workable. And even
if you look at some of the production forest,
[many] villages are entirely [inside this category],
but there have never been any activities – it’s
all only on the map. The only areas where you
can see any management activities are, in my
understanding, the national protected areas and
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Figure 5. Published estimates of total land concession numbers for Laos.

some of the production forests that have been
part of SUFORD – the rest is nothing. This is all
about money. If they have the official mandate
for this protection forest, even if everybody
knows it’s not manageable, every developer,
everybody who’s doing a project there has to go
to the ministry – that’s where the money is: Every
hydropower developer in this area has to go to
MONRE to get permits because of the land’s
legal status [as protection forest].8

The second dimension to present institutional setting
concerns effort to address the costs of this struggle
over regulatory turf by highlighting the biggerpicture conflict between smallholders and land
concessions. The National Assembly has emerged
as an increasingly important player in this regard,
complementing the Prime Minister’s Office and
the Ministry of Planning and Investment in trying
to operate strategically above the bureaucratic fray.
The extent to which land concessions have been
acknowledged as a mechanism in need of reform is
illustrated by the issuing of three moratoria since
2007, as well as by the substantial uncertainty
that has accompanied efforts to inventory land
8

Interview, Vientiane, 2014.

concessions over the last few years (Voladet 2009;
Dwyer 2011; Schönweger et al. 2012). Figure 5
shows a number of the total estimates, ending with
one from late 2014 which was announced at a
meeting of the Environment Sector Working Group
(Vientiane Times 2014i). While it is difficult to
discern a temporal trend from Figure 5 given that
the estimates likely differ by scope (e.g. whether or
not they include the energy and forestry sectors; see
Schönweger et al. 2012; Vientiane Times 2014c),
the recent, somewhat out-of-the-blue figure of
9 million hectares – suggesting that over a third
of Laos’s national territory is under concession –
highlights the need to put inventory efforts on a
more transparent evidentiary basis (Dwyer 2015a).
Over the last few years, the Lao National Assembly
in particular has emerged as a vocal advocate
for land governance reform. In 2011, assembly
members began “a process of reviewing and revising
various policies and legislation pertaining to land
and natural resources” which culminated in the
announcement of the National Land Policy (NLP)
process in mid-2012 (RRI 2012). As some of the
initial enthusiasm has been tempered over the last
two years as the NLP process has become bogged
down in debates (Vientiane Times 2013b, c), the
Assembly has turned to the present unworkability
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of the forest categories. In August 2014, it issued
Notice 273, which contained strong echoes of the
pro-poor land rights rhetoric that accompanied the
2012 announcement of the NLP process (RRI 2012).
The new announcement, issued shortly after hearings
in July with MAF and MONRE, made it clear that
the National Assembly sees a need to move beyond
the institutional turf perspective outlined above and
address the fundamental conflict over land use (rather
than over regulatory mandate) that exists within the
forest categories as currently demarcated. The Notice
(a translation of which is reprinted fully as Annex
1) includes instructions to the relevant ministers
and authorities to “re-survey and re-delineate the
boundaries of the three [legally defined] forest types,

completely and with accuracy” in order to
compensate for “areas that have been approved for
other purposes” (e.g. concessions and infrastructure;
see Section 5). It also advises state authorities to
“give recognition to the rights to use these lands of
the villagers [who live within the three forest zones
as currently gazetted]” (see Section 6) (NA Cabinet
Office 2014, points 1 and 3, respectively). The
location of Laos’s forest categories is thus currently
in question, a development of which REDD
practitioners have taken note. As the informant
quoted above put it in reference to the images shown
in Figure 3, “Oh, forget all these maps! … This
whole discussion – especially on protection forest – is
far from over.”9

9

Interview, Vientiane, 2014.
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4 Choices and tradeoffs (i): Location and drivers
selection
REDD is an explicitly spatial process. Like most
natural resource management interventions, it
addresses questions of not just what and how, but
questions of where. Dealing with these requires
access to spatially specific information which is
sometimes difficult to get. It also requires decisions
which carry a variety of spatial implications, both
socially and ecologically. While REDD may be a
win–win solution for global climate change in the
abstract, addressing particular drivers of deforestation
and degradation means describing and engaging the
spaces in which these occur locally and regionally.
This can have substantial tradeoffs when it comes to
the on-the-ground realities that comprise the REDD
landscape(s) described above (also see McShane et al.
2011; Hirsch et al. 2010). This section examines the
relationship between driver selection and the REDD
project spaces introduced above. Doing so shows
the ways in which subjective social and political
decisions lurk in the background of apparently
objective ones. In highlighting the choices and
tradeoffs related to driver engagement and project
geography, this section points toward possible ways
forward as REDD continues to navigate a complex
development landscape.
One of the most striking features of the REDD
project landscape in Laos has been its focus on
NPAs. This focus is not exclusive, as illustrated by
the PAREDD and SUFORD SU projects, but it is
striking nonetheless. CliPAD, at least in its initial
orientation, as well as NCX and both WWF projects
all took NPAs as their target landscapes. This was
largely by design. Both within the donor community
and among host governments (in Laos and elsewhere),
REDD has often been seen as a way to inject badly
needed funding into protected area management. But
as pointed out by a number of REDD practitioners,
this has also meant deprioritizing the question of
where the most deforestation is and what to do about
it,10 and instead focusing on how to make REDD
work in the context of NPAs. While not inherently
bad, this has led to a focus on particular drivers and
avoidance of others. One practitioner put it this way:

10

Interview, Vientiane, 2014.

Perhaps it was a strategic decision by the
government of Laos, but when all of these REDD
demonstration projects came in, they were all
directed to protected areas. In part, they probably
knew that PAs were underfunded areas. But
it’s also [the case] that the only drivers that are
particularly a threat to these protected areas are
swidden agriculturalists, which you could also
say are the low-hanging fruit, the easy ones to
deal with: the opportunity costs are lower. So a
lot of REDD [in Laos] and a lot of the experience
to date means that there has been almost no
engagement in terms of looking at some of
the other drivers: infrastructure, large-scale
concessions, that kind of thing.11

In some cases, this focus on swidden agriculture to
the exclusion of “the other” drivers was entirely by
design. The PAREDD project, as noted above, picked
its target landscape largely on the basis of trying to
pilot REDD as a shifting cultivation stabilization
mechanism. Whether or not this will be successful is
still to be determined. The project is undergoing peer
review, but an end-of-project review noted that land
zoning efforts needed to be seen on a “middle- and
long-term (by 2020) basis” since “villagers as well as
staff of PAFO and DAFO [provincial and district
agriculture and forestry offices] have struggled to
achieve strict obedience to it” (JICA 2014, iv). In
other cases, as this section elaborates in more detail,
project geographies and driver engagement have been
a more negotiated and iterative process. In all cases,
however, driver choice and project geography have
gone hand in hand, and the results to date have been
an almost exclusive focus on what the practitioner
quoted above called the “low-hanging fruit” of
smallholder-driven forest loss.

4.1 Focusing on smallholders: Driver
engagement by project
Both globally and in Laos in particular, scholars
have noted the risks of focusing largely or exclusively
on smallholders as agents of deforestation and
11

Interview, Vientiane, 2013.
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one of the “other” major drivers – industrial tree
plantations, infrastructure development, timber
extraction, mining and hydropower – as important
to their particular landscape of intervention, out
of the projects that have selected which drivers to
actually focus on, shifting cultivation and nonindustrial (i.e. small-scale) agricultural expansion are
almost exclusively the drivers with which projects
choose to engage.

degradation (Sunderland et al. 2008). Summarizing
the (unpublished) national drivers study completed
for Laos in 2009, one of the study’s co-authors
noted the implications of conflating agents with
drivers: “Although the most important causes of
deforestation are intensification of agricultural systems,
transformation of natural forest land into industrial
farming, and clear-cutting for earth metal mining
or hydropower development, forest degradation is
often blamed on the livelihood activities of these
smallholder systems” (Hett et al. 2012, 391, citing
Thomas et al. 2009). This pattern is supported by a
project-by-project review of drivers identified versus
drivers engaged in REDD efforts to date in Laos
(Table 1). While most projects identified at least

As is often noted by observers and practitioners, this
may seem like an expedient approach to REDD – a
way to fight deforestation and keep “opportunity
costs” low, as the practitioner quoted above put it.
But this approach carries a number of risks. As has

Table 1. Drivers identified and engaged by particular projects in Laos. Driver numbering follows Thomas et al.
(2009), although project-specific variants are provided on the right side at the top.
Drivers: Description by Thomas et al. (2009)

Other (project-specific) variants

1. Unsustainable wood extraction

Timber extraction; illegal logging; logging from production forest for
government and household needs

2. Pioneering shifting cultivation

Shifting cultivation; upland rice cultivation; subsistence-based
forest uses

3. Agricultural expansion

Land conversion for commercial agriculture; demographic expansion

4. Industrial tree plantation

Land conversion for industrial plantations; forestry plantation

5. Mining

--

6. Hydropower

--

7. Infrastructure development

State infrastructure construction; road building

8. Fire

Forest fire

9. Urban expansion

-Drivers identified

Project

1

2

3

4

JICA PAREDD

ü

ü

ü

ü

CliPAD Nam Phui

ü

ü

ü

CliPAD Xayabouri JNR

ü

ü

ü

CliPAD Nam Et Phou Loeuy

ü

ü

ü

CliPAD Huaphan JNR

ü

5

6

7

Drivers engaged
8

9

ü
*

ü

ü

ü

ü

ü

ü

ü

ü

ü

New Chip Xeng

ü

ü

ü

ü

WWF Xe Sap/CarBi

ü

ü

ü

ü

SUFORD SU

3

ü

ü

ü
ü

ü

ü

5

6

See next line

ü

ü

4

None

ü

ü
ü

2

None

Based on above

WWF Xe Pian

1

ü

ü

TBD

* Present in one district
Source: Interviews and project documents.
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ü

ü

ü
Ongoing
None
TBD
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been widely pointed out by both defenders and critics
of REDD, both globally (Alcorn and Royo 2007;
Sunderland et al. 2008; Chhatre and Agrawal 2009;
Phelps et al. 2010; McShane et al. 2011; Sunderlin
et al. 2014) and for Laos (Mertz et al. 2009; Hett et
al. 2012; Lestrelin et al. 2013), focusing on poor and
socially marginal land users carries equity and justice
implications, especially if REDD ends up further
criminalizing livelihoods that are already marginal.
There is a substantial literature on the social and
political marginalization of swidden agriculturalists
in Laos and Southeast Asia more generally (e.g. Dove
1983; Li 1999; Fox et al. 2009; Mertz et al. 2009), and
it is but a small step to see how REDD can play into
continuing efforts to sedentarize shifting cultivators,
especially if it places the stamp of legitimacy on a
mode of governance that has been widely criticized on
both social and environmental grounds (Evrard and
Goudineau 2004; Baird and Shoemaker 2007; Thomas
et al. 2009; Fox et al. 2011; Mertz et al. 2012).

CliPAD. Both projects show the interaction of driver
engagement with the geography of the project areas, a
theme that Sections 5 and 6 continue to develop. The
cases differ, however, in how they arrive at the pattern
illustrated in Table 1. The Xe Pian project more or
less started with a conservative engagement, but even
then had to adjust its project area after running into
some of the more sensitive drivers of deforestation
and degradation along the Lao-Cambodian border.
CliPAD, on the other hand, started out more
ambitiously, aimed at a suite of relevant drivers
including the nexus of logging and infrastructure
examined further in Section 5. But as the project
evolved its current spatial configuration, it converged
on the more conservative pattern of smallholderfocused drivers discussed above. Examining these
trajectories provides a window into some of the
challenges and tradeoffs examined in more detail in
Sections 5 and 6.

Equally important are risks related to effectiveness.
In focusing largely on shifting cultivation and other
smallholder-“driven” types of deforestation and forest
degradation, REDD may ignore an opportunity
for which, as a science-based intervention in an
authoritarian context, it is highly suited given the
alleged sensitivity of many of the “other” drivers in
Laos. Indeed, many REDD observers and practitioners
(e.g. the authors of the national drivers study cited
above) would argue that this was in fact REDD’s
original goal. Even more than this though, there
is a risk REDD may fail even on its own terms.
Changing the behavior of smallholders is a difficult
task (Ducourtieux et al. 2005; Fujita and Phengsopha
2008), and the approaches taken in REDD so far
have tended to view smallholder livelihoods in relative
isolation from the larger drivers of deforestation and
degradation in which they are enmeshed. This is
particularly difficult in settings where carbon prices
are low (as in the current voluntary market), and
where the technical challenges of measuring forest
degradation in patchy, mountainous landscapes are
abundant (as they currently are). As elaborated in
this and the following sections, REDD has charted
a relatively conservative course by focusing on
smallholder livelihoods, but its ability to persist in this
vein is questionable. Thinking bigger may not only be
a way of avoiding lost opportunities; it may also be
necessary for REDD’s very survival.

4.2 Selective engagement: The case of
Xe Pian

The rest of Section 4 examines this selective focus
in greater detail, first through the case of the WWF
Xe Pian project, and then through the case of

The Xe Pian REDD project dates from 2010, when
WWF began its REDD-specific consultations with
Lao Government officials. These consultations
indicated that subsistence-based forest uses and
conversions were the primary drivers of unplanned
deforestation, and led project developers to focus
on areas within 5 km of existing villages, roadways
and navigable streams. There was some deforestation
as well in the northern part of the project area
caused by foreign-owned plantations, but these were
considered planned deforestation because they were
authorized through concession agreements. Further,
the project excluded areas in the core zone of the
NPA, which was considered to be naturally protected
by topography (steep slopes) and remoteness, and
also outside the inability of project implementers
to successfully manage and monitor activities
there. Forest inventories carried out during project
feasibility and project design phases resulted in a
further reduction of the proposed project area to
exclude problematic areas along the Cambodian
border, where the assessment teams had been denied
access by the military in 2011. Areas where military
exclusion was only temporary, however, were retained
within the official project area.12 The final project area
12 These temporary exclusions occurred in 2011, when survey
teams were denied access for several months on the grounds that
they would not be safe in areas where the military was clearing
forests for purposes of road construction.
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thus included 140,646 ha (roughly 60%) of the total
NPA, and excluded core and militarized zones which
respectively comprised approximately 52,000 and
47,000 ha (Figure 6).
This arrangement carries a few different sets of
tradeoffs. First, project boundaries were initially
chosen via the assumption that at-risk areas within
the NPA were those that risked conversion to
agricultural lands by subsistence farmers, a driver
which was selected early in the project’s life after
consultations with government officials. As such,
investigation activities during both the feasibility
and project design stages focused attention on spaces
within 5 km of settlements, roads and navigable
rivers, and conversely excluded areas remote from
villages or under direct control of state authorities.
This resulted in the exclusion of the core zone, and
it was thus something of a self-fulfilling prophecy
that conversion for agriculture by local communities
emerged as a key driver within the project. By
contrast, consultation with communities inside the
project area and within the project’s reference region
(a comparison area comprising most of the rest of
Champasak and Attapeu provinces13) highlighted
the role of state land concessions for commercial
rubber and teak plantations as a cause of land scarcity

excluded
core
zone

project area

excluded
military
zone

NPA boundary

Figure 6. Schematic of Xe Pian REDD project
geography.
Source: Authors’ interpretation of project documents.

13 The reference region included the balance of the two
provinces where Xe Pian is located, but excluded the highlands
of the Bolaven plateau.

among local communities (WWF and ÖBf 2013).
This meant that the project’s intended activities –
NPA management through mapping, zoning and
boundary demarcation (to restrict encroachment onto
forest areas); improved law enforcement, including
patrolling of forest resource areas; and sustainable
livelihoods promotion for resource-dependent
communities – focused largely on proximate
rather than ultimate causes. This exemplifies the
combination of justice and effectiveness risks
identified above.
Second, the focus on deforestation rather than
degradation means that REDD’s potential to address
logging in the protected area is relatively low. In Xe
Pian, as in many other protected areas in Laos, logging
sits at the uneasy juncture of illegality and planned
deforestation for infrastructure (FSCAP 2014; WWF
2014) Indeed, the distinction between the two may be
in some cases a matter of perspective. REDD permits
the exclusion of planned deforestation from carbon
budgeting under the premise of allowing for “national
circumstances” with respect to economic development
(also see Section 5). It is relevant here in that the
exclusion of the southern militarized zone from the
Xe Pian REDD project is often framed in the same
terms as the encroachment of plantations into the
northern part of the protected area. Both are planned
deforestation events, and are thus written into the
baseline against which REDD activities’ effectiveness
is measured.
On the other hand, illegal logging is widely believed
to be a key driver of change within the NPA,
particularly within the militarized zone along the
Cambodian border, where road building for purposes
of national defense – formally justified under a
2011 prime ministerial decree (no. 111) – intersects
with an extractive timber economy that is widely
perceived as illegal. This perception is based on its
occurrence inside one of Laos’s most well-known
NPAs, its heavy reliance on exceptional modes of
state authority, and its involvement with international
trade in rare, high-value and potentially endangered
species like rosewood (EIA/Telapak 2008, 2011,
2012; Baird 2010a; Vientiane Times 2012, 2014b, e,
f; Wadley 2014). According to local communities
and forestry officials, this zone of exception exceeds
the narrow border region permitted by the 2011
decree on security zones. Lao army logging camps
and activities were reported to extend as far as 26
km from the border into the NPA, and to occur
even inside village-owned community conservation
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forest areas.14 Although this potential for conflicting
authority within the state was recognized and reflected
in a “high risk” internal rating by the project, the
lack of a mechanism for operationalizing degradation
financially is particularly problematic for biodiversity
values and community-level resource management
given the association between illegal logging and
wildlife poaching, and is potentially far-reaching via
its impacts on local communities’ resource tenure.
Taken together, these limitations mean that the
economic benefits that REDD is able to mobilize are
not only relatively limited in comparison to the actual
deforestation and degradation, but also that when
they begin to flow, they will flow to communities
secondarily, if at all. Forest resources within Laos’
NPAs are legally claimed by the state, which delegates
usufruct rights to resident communities via the
DFRM. As such, carbon resources in these areas are
also claimed and allocated by the state, which formally
serves as the project proponent. While these claims
predate REDD’s arrival, there had been little incentive
for operationalizing this ownership previously in the
absence of a market value for standing forest biomass.
In the past, this has limited state intrusion into local
livelihood patterns and the use of forest resources
within these spaces significantly. The commodification
of forest carbon resources within these areas thus
potentially threatens local communities’ already
tenuous claims to resources. While the project was
developed in such a way as to provide for at least
minimal social safeguards for indigenous communities
resident within and adjacent to the proposed project
areas (necessary for all market-based carbon systems;
see Smith and Scherr 2003), revenue streams from
carbon sales will be structured such that they flow
first to consultancy companies and international
organizations to cover MRV costs, and then to the
DFRM as the project proponent. Only after costs
of management and administration are covered
could benefits then flow to the communities who
might otherwise be recognized as the resources’
customary owners.

years since its inception in early 2010, CliPAD has
been transformed from a project aimed at two NPAs
on either side of northern Laos into a single but
multi-scaled project that operates at the jurisdictional
scale in a single province and conducts localized
work in roughly 70 target villages in two districts.
In the process, the project has encountered a range
of challenges, both technical and political, and has
refocused from working within the Nam Et Phou
Loeuy NPA to working in villages in its eastern
border region. These transformations highlight the
collision between REDD-in-theory and the realities
of development practice, and show how one of
Laos’s most visible REDD projects has adapted to
the challenges of trying to govern some of the more
challenging drivers of deforestation and degradation.
In summarizing this evolution of project geography
and driver engagement, however, this section goes
beyond replicating the narrative of conservative
engagement described above. It also highlights the
challenges that await REDD as an intervention that
engages some drivers but must contend with others
when attempting to measure its impacts.

More than any other REDD project in Laos, the
CliPAD project exemplifies the tight link between
target landscape and driver engagement. In the four

CliPAD spent much of late 2010 and early 2011
getting established and launching field activities
in its two intended target landscapes: the Nam
Phui and Nam Et Phou Loeuy (NEPL) NPAs (see
Figure 2, “CliPAD 1st plan”). Fieldwork in this
context meant a mix of REDD-specific activities
and more general development work. As the project
began PLUP in various pilot villages, it also began
the process of analyzing drivers of deforestation
and degradation. These studies were completed in
April and September of 2011, respectively, for Nam
Phui and NEPL, and were followed shortly after
by feasibility analyses (Moore et al. 2011a, 2011b,
2012; Travers et al. 2011). Project staff describe a
chicken-and-egg situation in the process of melding
REDD with project activities in areas where CliPAD
had already committed to local and provincial
authorities on the basis of a “pre-feasibility” analysis
that had considered carbon stocks and the potential
for deforestation, but had not actually examined
the deforestation rates in either of the project’s
target areas. This came as “kind of a shock” to the
consultants brought in to assess financial feasibility
for REDD, and it meant that the actual feasibility
analysis proceeded alongside the rolling-out of
various pre-project activities like establishing field
offices and hiring local staff.15 When the feasibility

14

15

4.3 Relocating and rescaling: The case
of CliPAD

Personal communication with second author, March 2013.

Interviews, Vientiane, 2014.
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results came back, this created what one participant
called “a moment of serious reconsideration” regarding
the project’s commitment to the NEPL landscape.16
As another participant put it, “there was just no
remarkable deforestation: no pattern of expansion, no
frontier, no nothing – it looked like one gigantic noisy
landscape from a remote sensing standpoint.”17
Around the same time, the Nam Phui feasibility study
generated slightly more promising result. the project
seemed, as one participant put it, “like it wouldn’t get
too far unless certain assumptions were made,” but
in Nam Phui at least there was a visible deforestation
signature surrounding the largest enclave village
in the northern part of the NPA, as well as a road
running north–south through the NPA along which
deforestation from the south could reasonably be
expected to expand. This formed what the participant
described as a thin but viable basis on which to
proceed: “it was just [agricultural] expansion outside
a single village – that’s not driving global climate
change.” But it provided a way to keep moving
forward in Nam Phui while figuring out what to do in
NEPL.18
CliPAD’s transformation from bi-locational “projectscale” REDD to single province “jurisdictional”
REDD resulted from subsequent events. After a
long process developing a methodological consensus
about how to measure biomass based on Laos’s earlier
National Forest Inventory, CliPAD began the now
“infamous biomass inventory” that took place – or
rather, that began – in late 2011:

need to stop now: there’s a new policy in effect,
and it says that no foreigners can be working
within 15 km of an international border.” That
killed the whole field season. … After this, there
was a very long engagement between CliPAD, the
German ambassador, and the Lao Ministry of
Defense, but in the end the Ministry of Defense
said “the project needs to be cancelled” – done.19

As it turned out, this cancellation was not entirely
final, and the project’s hopes in Xayabouri were kept
alive for a time by the development of “jurisdictional
and nested REDD+” (called JNR within the REDD
community), which came along internationally, right
as CliPAD’s project-scale problems were coming to
a head. JNR refers to REDD interventions that are
localized and measured, but are then accounted for
at a larger (jurisdictional) scale like that of a district
or province (FT/CF 2012). Throughout 2012,
CliPAD applied the JNR approach to Xayabouri
province as a way to place REDD more clearly in the
hands – and interests – of provincial authorities, who
were otherwise implicated in illegal forest clearing,
especially in un-zoned areas (Eickhoff et al. 2012,
25).20 The project’s description of the JNR approach
to Xayabouri echoes the history of the project’s
earlier challenges:
Under this new approach it will also be necessary
for the GoL [Government of Laos] to take on a
much greater role than under the previous projectlevel approach. Moreover, the Sayabouri REDD+
program must be seen as an approach demanded
and undertaken by the Province itself and guided
by the technical modalities and requirements of
the JNR and supported by CliPAD. For such
an approach to work, CliPAD must break free
of its “project” image, and be seen as supporting
and backstopping a government-led initiative
in a step-by-step way. This is especially true
of provincial level authorities due to the need
for provincial wide REDD+ implementation
to achieve performance, including the need to
develop province-wide REDD+ strategies. High
levels of provincial leadership and ownership of
this new approach are therefore necessary in order
to achieve performance (Eickhoff et al. 2012, 7).

[This involved] a stratified random sample based
on carbon pools and forest cover types, and kicked
off in November, taking a 30-person field team
of national, provincial and NPA staff out for a
2-week field training. It was really great – nice
budget, all done in Lao language, and it got all
the way through the training and was preparing to
do quality control on five pilot plots. [The team]
went out to do the first pilot plot, and everyone
was exuberant, and then there was a phone call
saying “you need to put things on hold for a
minute.” [A small group of project staff] went to
Xayabouri city, and met with a high-up figure in
the provincial military, who said in short “you
16

Interview, Vientiane, 2013.

17

Interview, Vientiane, 2014.

19

18 Interview, Vientiane, 2014; also see Moore et al. (2011a,
2012).

Interview, Vientiane, 2014.

20 “Uncategorized forest areas are … highly susceptible to
illegal or unmanaged logging and clearing for land concessions
by investors and traders working together with local villages and
provincial government actors.”
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Ultimately, negotiations with Xayabouri provincial
officials broke down, and as of late 2013 CliPAD
decided to focus its efforts exclusively on Huaphan.
Here, just as it had offered a way around political
problems in Xayabouri, JNR offered a way around
the technical problems that had beset the projectscale efforts of CliPAD’s first generation. By
expanding the project’s scale outward, away from
NEPL exclusively, JNR allowed CliPAD to target
the significant land-use change that was occurring
outside the protected area, and that might in the
future threaten its borders.21 In doing so, however,
up-scaling to the provincial landscape introduced
both new technical and political challenges. The
first, as in Xe Pian, is that degradation is difficult
to measure, especially in hilly terrain. As one
practitioner put it, the interplay of topography and
the vegetation turnover in small-scale agricultural
systems is “such a messy thing,” both politically
(“is it forest or not?”) and technically: “we looked
at deforestation only because of methodological
constraints – our belief is that degradation might
be a bigger issue, but so far we have no tangible or
credible methods to quantify that.” And with REDD
measuring deforestation only, the potential to finance
sustainable development, in Huaphan at least, is
“much, much less.”22

landscapes (Sayer et al. 2013), including those
that contain Laos’s significant land-based resources
(see Section 3). The following summary of what
jurisdiction-based REDD actually entails provides a
fitting end to this section on project geography and
driver engagement, and ushers in Section 5, which
examines some of these coordination efforts as they
apply to the setting of REDD baselines. The following
section continues with the case of CliPAD, scaled up
into the following context:
So one of the huge and perhaps I think
underestimated challenges of going from a
project-based to these jurisdictional based projects/
programs is the greater number of stakeholders,
special interests, that you need to take into
account. Because when it’s based on the boundary
of a protected area, it’s very defined as to who’s
got management responsibility for that area:
you’re essentially working with one management
body, and that just makes the decision making
and the management a lot easier – even though
that’s [already] a big struggle. Now taking this
to the provincial level, where you’re going to
have to get everyone’s buy-in – ultimately it’s
the provincial governor that has to sign off on
it, but you’re talking about all the provincial
departments in government, be it Agriculture and
Forestry, Natural Resources and Environment,
Planning and Investment, Energy and Mines, the
military – I mean it’s everybody: it’s everybody, it’s
everybody.23

Moreover, the coordination involved in scaling up to
a jurisdictional project is substantial. This can be seen
as a challenge – which, of course, it is. But it is also
the essence of the political process in many

21

Interviews, Vientiane, 2013 and 2014.

22

Interview, Vientiane, 2014.

23

Interview, Vientiane, 2013, emphasis in original.
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5 Choices and tradeoffs (ii): Spatial
transparency of development
As the CliPAD project rescaled itself from “project”
scale to JNR, it also relocated its target activities
from those focused on the NEPL NPA to roughly
70 villages in Hua Meuang and (after Xayabouri
plans fell through) Sam Neua districts. In moving
toward the protected area’s southeastern flank (see
Figure 2 for reference), the project moved away
from a significant but potentially (politically)
difficult source of deforestation and/or forest
degradation: the “heavy illegal logging, especially
for rosewood trees,” that was occurring in the
“southwestern section of the NPA” (Moore et al.
2012, 46). As in the Xe Pian case described above,
this shift in focus not only cut out a problematic
area from the project’s target region, it also focused
the project’s interventions more squarely on an
agrarian transition – in this case a maize boom
that has been in effect for half a decade or more
(Vongvisouk 2014). The expansive nature of this
boom, targeting the growth industry of livestock
feeding across the border in Vietnam, gave the
project something to latch onto.24 CliPAD’s
interventions in these roughly 70 target villages
– including PLUP25, agricultural extension, an
unspecified livelihoods component (to be designed
based on the wishes of the community), and village
forest management agreements26 – target the farm–
forest matrix for formalized land-use management
and rationalization, and are at first glance fairly
standard offerings for rural development in Laos’s
northern uplands. On top of this is the REDD
component, a payment for performance process
negotiated through and grounded legally in the
village forest management agreements. This is

24

Interviews, Vientiane, 2013 and 2014.

25 PLUP was developed by GIZ, and is being implemented
in CliPAD villages intensively by GIZ and local government
partners in a small number of villages, and by government
alone using via funding from KfW) in the remainder
(Interview, Vientiane, 2014).
26

Interview, Vientiane, 2013.

funded via a bridging mechanism in advance of firmer
commitments on a future compliance market.27
One of the challenges with REDD, however, is
measuring the climate-related impacts of development
interventions which are targeted at villages and
households, yet ultimately compensated according
to land-use patterns observed and measured at larger
scales. While there are different approaches doing
this, all converge on the idea of a validated differential
between a projected baseline (a so-called reference
level [RL] or reference emission level [REL]) and
what is actually observed. REDD credits or payments
for performance emerge as the difference between
the two.
Measuring the effectiveness of REDD interventions is
difficult enough at what is typically called the project
scale. One practitioner described it this way, noting
the potential mismatch between remote sensing and
the complex reality of a typical rural landscape:
REDD is a construct from remote sensing
engineers – let’s call them foresters with a
remote sensing background. … When you
want to construct a reference emission level for
deforestation only, remote sensing is probably
an appropriate tool because you can observe
deforestation with a fairly high degree of accuracy.
The problem is that there are other processes
which are not adequately resolved with remote
sensing – shifting cultivation is one: you can
see current patterns, but you can’t see the past
[since] after one or two years, the field that was
abandoned is no longer distinguishable from
other types of forest or vegetation. [Similarly,] if
your driver is about overgrazing, you want to do
something about large herds of ruminants … And
27 As one practitioner described it, “what’s unique about the
CliPAD program is that for the first 2, 3, 4 years – depending on
the level of performance – there’s a set amount of money already
set aside to pay for performance. So, in a way, there are 2 or 3
or 4 years of grant money that’s essentially going to simulate the
market as the project develops and hopefully gets to the point
where it can then access the market, if and when it ever gets there”
(Interview, Vientiane, 2013).
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in practice, you often have multiple drivers, and
they overlap – fuelwood, grazing, timber, charcoal
making: these things can take place at the same
time in the same place. The problem with remote
sensing is that you can see the effect of these
processes, but you do not see the processes – you are
blind, all you see is what comes out at the end.28

Teasing out the effects of driver-specific interventions
is difficult enough at the project scale, and likely
increases as REDD scales up to entire administrative
jurisdictions. There is currently a range of opinions
within Laos’s REDD community on how best to
deal with this. Practitioners interviewed placed
themselves and other practitioners on different parts
of the spectrum between, at one end, remote sensingheavy approaches oriented toward calculating a single
national RL using satellite data and, at the other end,
relying heavily on activity- (and thus driver-)specific
documentation, which could then be combined
with remote sensing “as a correlation or validation
tool.”29 Practitioners also expressed differences of
opinion about whether up-scaling made driver-specific
evaluation hopelessly complicated or increasingly
useful in teasing apart the impacts of intervention in a
complex landscape.

Basically these reservoirs become black holes:
they never enter the baseline.30

As other practitioners noted, however, this process of
writing planned deforestation out of the baseline may
be theoretically defensible, but it nonetheless requires
a significant degree of transparent spatial planning in
order to deal with what is sometimes called the forest
transition (Mather and Needle 1998; Angelsen et
al. 2011):
When you set your reference emission level, it’s
not just a projection of the historical: it may
be the opposite case, where you have a really
low initial [deforestation rate] and you expect
it to increase much higher based on certain
drivers – and that’s where your drivers analysis
comes in. So if you’re not properly accounting
for population growth, if you’re not properly
accounting for infrastructure development, or
other factors that you can model, you might
be over- or under-estimating. I think it’s [even]
harder [if there is] a larger area of analysis
[as in jurisdictional REDD]. And this is the
inherent difficulty of Laos. If you’re establishing
a reference emission level, you need to know
what’s going to happen in the future, which
requires a certain amount of foresight, planning,
and it also requires sharing information. So if
you are actually planning on putting in a dam
somewhere that’s going to inundate 20,000
hectares of forest, in order to establish a reference
emission level that shows that you are performing,
[REDD practitioners] need to know that that
20,000 hectares is going to go. But that means
letting people know that that area is going to be
inundated more than three weeks in advance –
issues like that.31

One area where the projection of past baselines into
future counterfactuals is both especially important
and especially difficult concerns spatial planning and,
in particular, the planning and construction of rural
infrastructure such as reservoirs and roads. As noted in
Section 4, REDD language from the UNFCCC allows
for “national circumstances” to create adjustments
in the RL setting process through the exclusion
of planned deforestation (see Angelsen et al. 2011,
among others). For some this is a straightforward
matter. As one practitioner put it:
There is a lot of deforestation [in Laos], but a lot
of it is not unplanned illegal. My position is that
these infrastructure projects – and in particular
hydro reservoir development – are a national
circumstance. … Laos will get a lot of lenience
when it comes to establishment of infrastructure
to develop the economy and drag this country out
of its current misery. The development of these
hydropower reservoirs: that’s not even going to
be a discussion about whether it will be accepted
as national circumstance – that’s just a given.
28

Interview, Vientiane, 2014.

29

Interviews, Vientiane, 2014.

Roads tend to be even more complicated. As
illustrated in Section 4, roads are often built to help
secure areas that are deemed “sensitive,” and this
makes transparent planning of the sort required by
the REDD RL process difficult. As one practitioner
noted with regard to roads, “it’s not like ‘let’s map
this out and do a big EIA [environmental impact
assessment].’ It’s like ‘let’s get a contractor to come
in from China and let them figure it out, and then
we’ll give them all the land on that road, and they
30

Interview, Vientiane, 2013.

31 Interview, Vientiane, 2013. This point was echoed in other
interviews in 2014.
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can take anything else along it that they need.’”32 The
same informant gave an example of how this sort of
thing affected the RL process, as an unexpected road
was built through the NEPL NPA after the CliPAD
feasibility analysis was finished. This turned out to be
a mixed blessing:
There wasn’t [previously] a road in NEPL, but
the road that ended up going in after [CliPAD]
had decided to go ahead with the project ended
up being kind of a kicker [an added bonus], in
a way. It sort of helps justify the REL, but, on
the other hand, if they’re going to put a road
straight through the largest breeding habitat of
Indochinese tigers in mainland Southeast Asia
– they’re going to put a road right through that
habitat area with WCS working in the park and
not having ever informed them that they’re going
to do it – even though that might be part of the
REL, in terms of actual emission reductions and
the ability for WCS and GIZ to actually have any
behavioral change capacities, is actually probably
quite low. The REL might be quite high, but the
perception of what you can achieve in terms of
emission reductions is actually quite skewed.33

This example points to the competing priorities
and in some cases the distinct centers of authority
that complicate and can even sink REDD projects.
As noted in Section 2, the CarBi project failed to
meet REDD feasibility requirements because it was
forced to deal only with shifting cultivation despite
the presence of a range of other threats to the transboundary forest landscape in which it operates. As
one of its public summaries elaborates, calling these
threats “planned” deforestation in the sense intended
by international guidance on national circumstances
stretches credibility:
Extensive field surveys in the CarBi domain
have focused on areas vulnerable to large-scale
unauthorized logging hidden behind approved
infrastructure projects, such as dams, roads and
mining concessions. The result has been the
identification of illegal transboundary timber
trade in the CarBi area, and the mapping of the
primary destinations of wood products from
Xekong and Saravanh provinces in Laos. … [E]
stimates indicate that the outflow of timber
products (in round wood equivalent) from
32

Interview, Vientiane, 2014.

33

Interview, Vientiane, 2014.

Xekong during the 2010–2011 logging season
exceeded the officially issued quotas by over
200%, and the actual volume of timber removed
from the CarBi monitoring area (Champasak,
Attapeu, Xekong and Saravan provinces) in the
same season exceeded the officially registered
production of timber by at least 110%. … Prefelling inventories are lacking or incomplete,
concession borders are neither demarcated
on a map, nor in-field. Timber is harvested
wherever logging companies find desired wood,
whether inside or outside concession boundaries.
Evidence of intentional undervaluation of the
quality of harvested timber and subsequent
understatement of payments and charges, and
inadequate documentation checking at the
Laos–Vietnam border were also revealed. There
is currently a clear lack of appropriate control
and no functional system in place to ensure
compliance (WWF 2014, 12, emphasis added).

The numbers reported above are actually fairly
conservative in the face of some recent estimates
(FSCAP 2014), and qualitatively speaking, the
resource governance situation described above is
in fact widespread in Laos (Baird 2010a; Barney
and Canby 2011; To et al. 2014). While themes
like illegal logging and mismanagement by local
authorities have been especially visible over the last
year or so (at least in Laos’s English language media),
possibly as a result of REDD activities,34 the lines of
authority over allocating forest resources for purposes
of development have been contested for well over
a decade (Anonymous 2000). Previously, land and
resource struggles within the state (cf. Sikor and
Lund 2009) played out in semi-concealed arenas
like ministerial and provincial government decrees
or announcements. Prime Ministerial Decree 3, for
instance, issued in 1996 after a five-year effort to
control the logging boom of the early 1990s, carried
the express goal of formalizing the land concession
process and halting the ad hoc process of “granting
of land for construction” practiced then – and still
practiced today – by local authorities throughout the
country (Dwyer 2011, 2013; Vientiane Times 2015b).
Increasingly, these sorts of dynamics are playing out
publicly on the pages of the Vientiane Times (2014a–
h, j, among others). For example:

34 One practitioner interviewed for this study remarked
hearing from colleagues that his project’s frank discussion
of illegal logging was helping to open space about this topic
(Interview, Vientiane, 2014).
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[A member of the Lao National Assembly] who
is involved in monitoring the government and
anti-corruption activities, said he had uncovered
many things that were against the national
interest, such as adoptions and decisions made
by administrative bodies not legally authorized
to do so. … He expressed his concerns about
district and provincial administrations making
decisions on logging and mining, saying he has
informed the government but no action was
taken (Vientiane Times 2012).

The relevance of these resource struggles to REDD is
debated, but is often shied away from because REDD
is seen as something imposed by the international
community rather than a potential governance
mechanism to be used by Lao authorities – indeed,
the “risk” that REDD could drive a wave of forest
recentralization that was identified by Phelps et al.
(2010) seems almost beside the point. As REDD has
entered the forest landscapes of the Lao hinterland,
its efforts to transform forest categories (protected
areas and others) into more than lines on the map
have bumped up against local authority – provincial
authority in particular. One informant interviewed
for this study recalled a relatively recent incident in
which an area of protection forest was brought up
by a central-level official to a provincial counterpart:
“he was [almost] thrown out by the province; they
said ‘this is not protection forest – come on what are
you talking about?’”35 These internal struggles over
what scholars call state formation shape the trajectory
of development across the global south, often
profoundly. The UNFCCC exemption for national
circumstances implies that certain answers will not
be dictated: Laos has wide latitude, as the informant
quoted above put it. But in opening up the economic
and financial questions about how to best use Laos’s
resource-rich landscape for purposes of development,
REDD has inevitably become entangled in these
questions. Thus far it has yet to put what many
observers would call “serious money on the table”;
even as exceptional projects like CliPAD have
dedicated funds to pay for performance, these are
relatively modest. Other projects (PAREDD and
Xe Pian, for example), have looked to the voluntary
carbon market. If a global consensus continues
to emerge that low-carbon development is both
necessary and potentially punitive to least-developed
countries, and must therefore be significantly
subsidized by the industrialized countries (GCEC
35

Interview, Vientiane, 2014.

2014, 22–23), REDD could be a forum in which
conversations about sustainable development at scale
replace the more modest and conservative efforts that
have emerged thus far.
These debates go beyond the struggles over resource
rents among elites. As the member of the Lao National
Assembly put it, these issues have a clear public-interest
dimension as well. A final dimension of the spatial
planning question concerns the interactions of forest
extraction with smallholder livelihoods. This came up
in the Xe Pian case in Section 4, it appeared in Nam
Phui and NEPL (Eickhoff et al. 2012; Moore et al.
2012), and it appears to be a fairly general feature of
Laos’s REDD landscape. The following account, from
an informant who observed a REDD project’s return
to the field after the initial round of driver analysis
results had already been presented to local authorities,
emphasizes the involvement of local villagers in
forest extraction:
What was disturbing was that when we went back
to the field to plan mitigation activities, most of
what we observed was illegal logging, or rather
timber extraction. One villager showed us his stock
of rosewood: because he is in the trade, [he had] a
stock of 30 thousand dollars’ worth, and that was
in a very poor village of […] district …
[One day] in the late afternoon we crossed a
convoy of 50 trucks with timber, I think it was
all sawn timber felled by villagers who were
provided with chainsaws. Of course, in the media,
sometimes you see the trucks with roundwood,
but [out here] a lot of wood is sawn directly on
site into beams and then transported with Thai
tractors. I’m sure these so-called furniture factories
or sawmills [around the REDD project area] are
just second landings for these rather small lots of
beams – all with valuable species. Of course there
were a lot of explanations the next day; we met
[…] – and the explanations were like ‘ah, this was
timber from other provinces, this was timber from
infrastructure projects, this was timber from other
quotas. [And then] that same afternoon, [part of
the team] met a convoy of ten Thai tractors with
beams – in the middle of the day, the middle of
the afternoon – they don’t even hide it …
Villagers always say it’s the neighboring village –
that’s the standard story – but they openly talk
about these things. I will always remember one
discussion with a man, maybe 65 years old, who
explained how in 1995 they were living in the
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forest … The first wave of development was illegal
hunting, brought in by traders. And after that,
around 2000, they started with logging. And of
course this was the start of the money economy.
But he also clearly said “we have rosewood for
another two or three years, then mai dou and mai
deng [two other valuable hardwoods] maybe for
ten years, but then it’s over. I don’t know what
we want to do afterwards.” So he clearly had
awareness of the future.36

Experiences like these are genuinely troubling to
practitioners who want REDD to be something other
than the “green” grab that some critical scholars

36

have worried it would (or could) be. One key issue
in sorting this out is land tenure. As illustrated
above, policy decisions about land tenure are not
merely about REDD’s ability to distribute benefits
to communities – the area in which they are often
discussed (under the heading of “carbon tenure”).
They are also about the capacity of REDD projects
to engage the forestry version of what political
ecologists call the simple reproduction squeeze (Watts
2002) – in this case, the drivers of deforestation and
degradation that continue to operate because they
provide opportunities for marginal land users to make
their livelihoods a bit less marginal. These choices and
tradeoffs are discussed in Section 6.

Interview, Vientiane, 2014.
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6 Choices and tradeoffs (iii): Property
formalization
As elsewhere in Southeast Asia (and indeed
throughout the world), property in Laos remains
an area of significant contestation. This reflects not
only the widespread conflict between de facto and
legal norms of landownership (a fact widely noted
by scholars and development practitioners), but also
a significant, although lesser-known debate about
what Lao law actually says. These two sets of conflicts
wind their way through the REDD landscape in Laos
at both the project and policy level, and highlight
the extent to which questions of fundamental
importance to REDD hinge on a series of larger
governance issues.
It is common to come across statements like the
following, which present landownership in Laos as
comparatively straightforward, if highly problematic:
“Under the Lao Constitution, all land in the country
is the property of the state” (UNDP n.d.). This
basic idea is echoed throughout the media, as in the
statement by Radio Free Asia that “since all land in
Laos is owned by the state, residents can be forced off
their land with little or no compensation as they are
pushed out to make room for development projects”
(RFA 2012). State landownership has emerged as
especially important in the age of economic land
concessions, as the above examples attest. (The
UNDP statement was also made in reference to a
land concession – a now-infamous rubber project in
southern Laos.) The problem is that statements like
these are highly debatable, whether due to ignorance,
a need to follow official rhetoric, or an interest in
criticizing Lao law (and thus the Lao Government).
The Lao Constitution is in fact quite strong in its
defense of citizens’ property, a reflection of both
socialist ideals of smallholder ownership of the means
of production and, perhaps more pragmatically, the
government’s efforts to reassure foreign investors.
Much of the debate stems from how the Constitution
is interpreted, in particular the phrase that “land is a
national heritage” (Article 17). Thus the 2003 Land
Law asserts that “Land of the Lao PDR is under the
ownership of the national community as prescribed
in Article 17 of the Constitution in which the
State is charged with the centralized and uniform
management [of land] throughout the country

and with the allocation [of land]…” (Article 3).
Similarly, as Lestrelin et al. (2013, 24) note, Laos’s
“2007 Forestry Law establishes that all land classified
as forest is owned by the national community and
managed by the State.”
Differing interpretations of what it means to
“manage” land versus own it, legally speaking, have
had significant impact on state and donor efforts to
address the gap between de facto and de jure land
holdings. Generally, approaches to this – whether
involving land-use zoning or land titling – have
focused on practices of formalization that elide the
blurry terrain between formalizing something that
already exists (e.g. a land-use category or property
right) and introducing a new regime of governance
or management in the guise of “mere” formalization.
This has proven especially significant in Laos’s
Land and Forest Allocation program, where zoning
efforts have often come into conflict with existing
livelihoods – sometimes actively, but often passively.
Land concessions, in turn, have converted a number
of these passive land conflicts into active ones, as
government officials charged with finding land for
investors have sought to operationalize the State’s
legal mandate to “manage” land use, noted above
(Barney 2009; Thongmanivong et al. 2010; Dwyer
2013). In some instances, this is supplemented with
the argument that land is state-owned because it is
untitled – a claim that, if true, nonetheless ignores
the fact that titling has occurred only in a fraction
of the country (Hirsch 2011; Dwyer 2013, 2015a;
Vientiane Times 2014i). As this section elaborates,
REDD sits within a much longer trajectory of efforts
to confront questions of contested tenure in rural
hinterland areas through a mix of zoning (focused
on management) and titling (focused on ownership).
These questions span both inter-institutional conflicts
of the sort described in previous sections – both
horizontally between ministries and vertically
between different levels of government – as well
as the more fundamental questions of politicaleconomic philosophy elaborated above. REDD’s
future in Laos is thus likely to be determined in large
part by how these distinct, but intersecting sets of
questions are addressed.
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6.1 Zoning and titling: A genealogy of
rural land tenure in Laos
The relationship between formalized zoning and
land titling dates back to the early 2000s when,
according to advisors who worked in the sector,
there was an agreement of sorts between MAF and
the Ministry of Finance (MoF). The former had
been charged with conducting land-use planning
and land allocation (LUP/LA) since the middle
part of the decade. By the late 1990s, LUP/LA had
emerged as a full-blown, if often thinly funded and
quickly implemented nationwide effort. Like other
agricultural sedentarization-cum-enclosure efforts
that preceded it, LUP/LA sought to rationalize,
stabilize and intensify shifting cultivation, as well
as rein in provincial and district-level authority
over land allocation “for development” at a time
when it was increasingly problematic for centralized
development efforts like hydropower (Dwyer 2011).
Meanwhile, MoF had begun a land titling project
in 1996, supported by the World Bank, Australia
and Germany. While focused largely on urban,
peri-urban and to a limited extent lowland and
accessible agricultural areas, the Lao Land Titling
project had identified rural land tenure as an issue of
importance, and commissioned a study (LCG 2002)
to evaluate the benefits and liabilities of expanding
titling into more rural, upland and forested areas.
The agreement between the ministries concerned
a division of responsibilities: MAF would conduct
zoning based on its technical expertise, and MoF
would subsequently do the same with respect to land
titling.37
As it transpired, this plan came largely to naught.
There is still significant uncertainty about precisely
what happened, and where. LUP/LA statistics
are generally circulated only in aggregate (Dwyer
2011), while field-level research conducted
under the auspices of the titling project remains
unpublished.38 But the broad contours are relatively
clear, in part due to a land conflict that erupted
in mid-2007 and helped to trigger Laos’s first
concession moratorium (Baird 2010b). As titling
operations scaled out through the Lao countryside,
in many areas they focused on urban, peri-urban
and lowland agricultural areas, and in the process
missed entire districts – and in some cases entire
provinces – where land concessions and other
37

Peter Jones, personal communication, December 2006.

38

Philip Hirsch, personal communication, December 2014.

plantation crop booms would subsequently emerge
(Annex 2, cf. Barney 2007; Shi 2008; KenneyLazar 2012; Dwyer 2013). In other areas, however,
titling and concessions occupied the same space,
to a point: titling occurred in districts and even
villages where plantation concessions were being
developed roughly simultaneously. But despite
being called “systematic,” the titling operations that
occurred tended to focus on residential land rather
than agricultural land, likely due to a combination
of reasons. In line with prioritizing the creation of
cadastral maps for taxation purposes and formal
collateral for lending to smallholders, titling teams
were paid by the parcel, and thus incentivized to
avoid larger and more complicated parcels. This
included common lands which would likely have
been excluded on legal grounds anyway, but it
also excluded developed agricultural land. When
the concession crisis erupted in May 2007, it was
largely as a result of a Vietnamese rubber company
in southern Laos bulldozing smallholder tree crops
like coffee and teak that should have been titled
under systematic titling efforts (Baird 2010b; Dwyer
2015a). In short, the plan to have titling follow
zoning turned into something quite different: rather
than operate sequentially, it created a series of largely
separate zoning and titling processes which divided
the landscape, almost fractally (i.e. at multiple scales),
into a titled portion and an untitled portion in which
zoning and concessions have combined to produce
an ongoing contest between state and smallholder
land claims. This second landscape – the untitled one
– is the area where REDD now operates.

6.2 REDD and land tenure: An open
question
The Lao Land Titling Project ended, somewhat
acrimoniously,39 in 2009 with the World Bank
and Australian Aid declining to fund a third phase
of the project. German development assistance
has nonetheless maintained a strong presence in
the Lao land sector, and has provided a degree of
continuity even as policy opinions about where
titling should happen (and why) have begun to
shift, in part due to GTZ’s work (see Dwyer
2013). In parallel to the CliPAD efforts described
above, GIZ has also been funding projects on land
management for rural development which have in
many ways been a continuation of not only earlier
39

Interview, Vientiane, 2014.
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GTZ rural development work, but also of policy-level
inputs to the second phase of the Lao Land Titling
Project.40 As CliPAD has rolled out its developmentoriented work in Xayabouri and Huaphan, another
GIZ project has developed protocols for rural land
titling, first at individual household scale, and more
recently as a pilot for communal land registration in
rural areas.41 Complementing a series of other pilot
efforts on communal titling conducted by the Nam
Theun 2 Hydropower Project and the Swiss-funded
Agro-Biodiversity Initiative (TABI) project, LMRED
has contributed to efforts to create policy space for
communal land titling that could be taken up by
REDD in the months and years to come.
As described in one CliPAD report, land-use planning
of the sort being undertaken by the project is a key
first step toward communal titling:
Significantly, the PLUP process also allows for the
issuance of individual and communal land titles.
… Community titles [in contrast to individual
titles] can be granted on forest lands zoned as
village sacred land, village use forests communal
grazing lands and communal agricultural
land but not village protection forests, village
conservation forests and unexploited forest land
that remain under the ownership of the State.
Most importantly for a REDD+ project this
means that the entire village swidden area can be
given a communal title. While a communal title
does not give the community the right to sell the
land, it does give them greater ownership and
control over these areas. It is hoped therefore that
farmers will adopt more sustainable approaches
to crop production and increase the value of this
land. Few experiences to date exist with regards to
land titling following PLUP. Therefore, while there
is much optimism on the impacts this will have, it
is yet to be seen how this will be implemented on
the ground. Nonetheless, it was felt by both village
and government staff that the current PLUP
approach will go a long way towards reducing
the need for additional land beyond the village
boundaries. (Moore et al. 2011b, 23)
40 Between 2004 and 2008, GTZ produced, among other
things, a set of 13 research studies on land issues in Laos (in
both English and Lao languages) which are essential resources to
anyone working in the Lao land sector.
41 Julian Derbidge, presentation at MRLG stakeholder
workshop, 10 November 2014. This other project is the Land
Management for Rural Economic Development (LMRED)
project.

This PLUP-based approach is anchoring CliPAD’s
efforts to develop what the project calls village forest
management agreements, which could ultimately form
the basis for communal titles. Project staff, however, are
quick to point out that “everything takes a long, long
time here,” and that developing a well-titled property
system underneath the REDD project landscape is an
aspiration that will likely not be met during the lifetime
of the project.42
Similar challenges confront other REDD projects.
SUFORD SU, for example, has among the clearest
commitments to strengthening the “tenure, access and
resource rights” of the communities that live in and
around Laos’s production forest areas. The project’s
targets are ambitious; its inception document plans that:
Tenure, access and resource rights in PFAs will
be strengthened by signing memoranda of
understanding (MoUs) with [local] communities on
forest management and rights and responsibilities
therein; by providing collective leases to villages
involved in forest restoration; and by providing
community land titles in village-use forest outside
PFAs. (World Bank 2013, 23)

The document elaborates plans to develop these at scale:
by 2018, the project plans to develop 40,000 ha of
forest leases, 45,600 ha of community land titles and
just over 2.3 million ha of community MoUs (World
Bank 2013, 17). One challenge of contemporary
Laos’s regulatory context is that the National Assembly
instruction on re-demarcating the country’s forest areas
(see Section 3) threatens to create a chicken-and-egg
situation vis-à-vis these tenure strengthening efforts,
as they are predicated on knowing which villages are
inside production forests and which ones are not.
Perhaps more importantly, the modality of “tenure
enhancement” that comprises the vast majority of
SUFORD’s plans in that area – the 2.3 million ha of
community MoUs – face a stark challenge: they have
to navigate the question of rights to timber rents in a
landscape where production forestry for smallholder
purposes has proven a consistently elusive goal in
the face of state demands for revenues (Katila 2000;
Hodgdon 2008; Barney 2009). On the other hand, if
they fail to cut communities in on a significant portion
of the revenues and/or provide meaningful new forms
of livelihood, they face the threat of forest liquidation
by the mix of “outsiders” and locals with limited
options illustrated by the cases above.
42

Interview, Vientiane, 2014.
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7 Conclusions and recommendations
As REDD has gotten closer to the ground, it
has looked less and less like the efficient offset
mechanism imagined back in the mid-2000s (Stern
2006) and more and more like a serious effort
to engage fundamental questions of economic
development. Can the urgencies of climate change
provide a way to weaken the historically tight linkage
between deforestation and development in poor
countries? Can infrastructure building and resource
use in these countries be made more sustainable, and
is it possible to measure the impacts of improvement
efforts? Can existing forest tenure insecurity be
alleviated in a way that local communities are able to
manage forests sustainably rather than participate in
their degradation and loss?
This study has taken stock of efforts to implement
REDD in Laos to date, and has found that a mix of
factors – some within projects’ control, others far
outside it – have pushed REDD toward the urgent
need to confront challenges related to the questions
posed above. Together, these issues – choices related
to driver engagement and mitigation planning,
spatial transparency and planned deforestation,
and the land tenure issues which cross-cut a
number of REDD’s core features – suggest that
REDD currently sits at a crossroads. On the one
hand, REDD proponents could pack up and try
something else: many observers of REDD have
become cynical, given the scale of the challenges
it faces, and some believe the best option is simply
to walk away. A second option, favored by many, is
to keep trying to “muddle through” the landscape
of institutional, governance-related and politicaleconomic challenges described above, but to work
on incremental improvements and rest assured
that non-climate-related “no regrets” interventions
such as biodiversity conservation and livelihoods
development justify project expenses. This approach
has the safety of the familiar, but as outlined above,
it avoids dealing with major drivers of deforestation
and forest degradation, and is subject to the vagaries
of impact measurement. We propose a third option,
elaborated below, that would pursue a series of
policies and partnerships that are practically adequate
to the scale of the challenges that REDD – and
indeed, given their systemic nature, Laos as a whole
– currently confronts. This approach is predicated on

the seriousness of climate change, as well as on the
belief that Laos, however small vis-à-vis the global
landscape, is a landscape of significance nonetheless
for both REDD and development simultaneously.
Our recommendations follow from this belief.
1. Lay the groundwork for engaging directly with
infrastructure and industrial-scale agriculture.
As shown above, REDD projects in Laos have
thus far tended to engage smallholder-related
drivers of deforestation and forest degradation
(namely swidden agriculture and small-scale
agriculture) rather than more industrial drivers
such as infrastructure and large-scale concessions
for agriculture and mining. Sometimes this occurs
at the project design phase (e.g. in the PAREDD
project), but in many cases it occurs later, as projects
encounter industrial drivers but choose not to engage
them (see Section 4). While this avoidance has been
for understandable reasons, REDD projects now face
two challenges as a result: first, a lost opportunity
of using a science-based process to tackle some of
the toughest questions of forest governance and
national development; and second, the operational
challenge of trying to quantify the impact of REDD
interventions in landscapes where industrial drivers
create significant land use change that, due to the
way that much infrastructure is built, is difficult to
measure. Planned deforestation, in this context, is a
lose-lose for REDD: it contributes to the avoidance
of industrial drivers at the project design stage, but it
then hampers the baseline (REL) process when these
allegedly planned processes prove difficult to quantify.
As a result, there is a serious risk that REDD’s
positive impacts, to the extent that they occur, will
be swamped by the deforestation and degradation
that result from activities that are seen initially as
“planned” but are ultimately not quantifiable as such.
Engaging rather than avoiding the industrial drivers
of forest loss provides a pathway to addressing this
pair of challenges. Such an engagement would be
difficult but ultimately useful, we believe, on the
grounds that REDD provides not only a sciencebased framework for addressing difficult politicaleconomic issues, but also because REDD’s key pieces
– locally specific drivers analysis, mitigation activities,
MRV, development-adjusted RELs, and safeguards –
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are sufficiently broad to engage the full dimensions
of the challenges that REDD confronts. REDD,
in short, contains an analytical framework that is
practically adequate to the scale of the problem.
Mobilizing this framework to actually engage the
industrial drivers of forest loss, however, requires a
number of additional steps.
1.1. Build greater shared interest with government
partners by framing REDD through the language
of economic development. A key opportunity for
improving REDD’s traction on industrial drivers
of forest loss stems from the fact that the challenges
associated with these drivers are of significant
concern to central government actors trying to
mitigate revenue loss due to timber “leakage” and
improper concession regulation. The findings
presented above complement other recent research
(FSCAP 2014; Chokkalingam and Phanvilay 2015;
Thomas 2015) suggesting that forest extraction as
currently practiced in Laos tends toward the “low
quality” end of the investment spectrum: it adds
to GDP (OECD 2013), but often takes more
than it contributes to the domestic economy.43
By highlighting REDD’s capacity to contribute
to current government interests in improving
investment quality and increasing investment’s
contribution to gross national income (GNI, or
the fraction of GDP that stays in country), REDD’s
proponents could find allies among government
sectors charged with improving economic
management of the country’s resources. Such an
approach would continue to recognize REDD’s
conservation goals, but would also add economic
development, management and regulation to the
suite of governance issues toward which REDD
is addressed.
1.2. Cultivate dialogue with new partners at the level
of strategic economic planning. Efforts to develop
REDD to date in Laos have worked mostly at the
technical level, focusing initially on MAF/DoF, and
after the shift in REDD’s institutional mandate
in 2011 (see Section 3), expanding to MONRE/
DFRM. As REDD project efforts have progressed
downward toward on-the-ground implementation,
they have been forced to address coordination across
a number of relevant sectors, especially with the
strategic economic decision making that operates at
the provincial level. As shown above, this has brought
43 The UNDP’s former chief resident economist in Vientiane
defined quality investment as “investment that contributes more
than it takes from the country” (Glofcheski 2010: 2).

REDD into conflict, both directly and indirectly
(e.g. via changes in project geography), with other
economic priorities (see Section 4). Expanding the
framing of REDD to include economic priorities
of the type described above should, we argue, come
with an expansion of dialogue to include partners
like the Ministry of Planning and Investment
(MPI) and possibly other institutions in the Lao
Party-state (phak-lat) structure that are concerned
with long-term strategic economic research and
planning. Strategic economic thinking within the
Lao Government is currently looking to a horizon
of fifteen years in addition to the standard five-year
planning process, and is increasingly focused on
questions of how to make investment better serve
the needs of the rural population (Sisouphanthong
2014; Pravongviengkham 2014). Given the
challenges currently confronting the forestry sector,
the mechanisms that REDD offers – in particular
for dealing with planned deforestation – should
appeal to economic planners because they can
help close the gap between centrally planned forest
loss and forest loss that is locally authorized but
not captured in official plans, budgets and tax
rolls. Better accounting for planned forest loss via
concessions and infrastructure should thus appeal
to central-level economic planners because it helps
to address the “leakage” of forest resources, not
simply via corruption, but through local authorities’
longstanding practice of allocating land for
development in ways that elude central oversight
(Dwyer 2011).
1.3. Increase coordination between REDD and FLEGT
to better regulate “planned” forest loss. The latitude that
currently exists within officially authorized forest loss
makes “planned” deforestation significantly larger
than deforestation which is “accountable”, both for
REDD purposes and otherwise. This stems from
state authority often relying on ad hoc interpretation
of laws and Party-state authority, as well as reliance
on provincial and district-level instructions, notices,
etc., in order to accommodate local circumstances
and competing priorities (Ducourtieux et al. 2005;
Wong 2006; Baird 2010a; Dwyer 2011). As part
of Laos’s commitments under WTO accession,
however, the government has embarked on a muchpublicized effort to develop a legal sector master
plan and make Laos a “rule of law state” by 2020
(Vientiane Times 2013a, 2014d). While there has
been some hedging on the precise date by which
(full) rule of law will actually occur (Vientiane Times
2014d), the importance of illegal logging as both
an economic development issue (FSCAP 2014;
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Chokkalingam and Phanvilay 2015) and a credibility
issue vis-à-vis the public (Vientiane Times 2014b, c,
e-h, j, 2015a) make the forestry sector a key area
for strategic improvement. A key challenge is that
“illegal” logging is in some cases locally authorized,
and dealing with it is thus not simply a matter of
prosecuting criminals, but also of changing the way
state authority works. This, however, is precisely the
regulatory terrain where REDD offers benefits for
economic planners (see above), and where REDD
and FLEGT could profitably operate together –
REDD from the perspective of planned versus
unplanned forest loss, FLEGT from the perspective
of legal versus illegal activity. This could help
integrate both REDD and FLEGT into strategic
economic management of the type described above,
and would use FLEGT’s focus on legality to sharpen
the definitions of planned deforestation.
1.4. Commit resources that are adequate to the scale
of the problem. International experts often point
to the lack of political will when it comes to
strengthening forest governance, but it is essential
to note that the industrial drivers of forest loss are
deeply entwined with the political economy of
development in contemporary Laos. Since the 1990s,
timber has played an important if often opaque
role in development, as a national-level budgetary
stopgap (Anonymous 2000), in feeding provincial
and district-level economies and patronage networks
(Hodgdon 2008; Baird 2010a; To et al. 2014), and
as part of the ways in which local authorities allocate
land in exchange for infrastructure like roads and
buildings (Dwyer 2011; cf. Vientiane Times 2015b).
“Conversion timber” from infrastructure and
concessions is thus currently believed by many in the
sector to be the primary source of commercial timber
produced in Laos today (Barney and Canby 2011).
Engaging the industrial drivers of forest loss thus
means thinking big, and in particular, thinking as
big as the economic processes that currently drive
forest loss. This means developing partnerships
of the sort described above, which are necessary
to help REDD shed its image of donor-driven
governance reform and instead speak to core
strategic concerns of economic planners within
government. But it also means bringing resources
to the table that extend beyond the knowledge and
technical expertise that is often put at the forefront
of donor contributions. Technology transfer (e.g. the
skills to measure forest loss and gain in degraded
landscapes, or develop realistic counterfactuals
against which to measure programs’ impacts) are

important, but the importance of capital resources
cannot be understated. The development policy
framework under which many of the processes
discussed above are rationalized – from the use of
timber to fund infrastructure, to the granting of
mineral development leases, to the use of concessions
to develop undeveloped resources at all levels of
government – is, after all, called “turning land into
capital” (han thi din pen theun, literally using land
as capital). This has been official policy since at least
the mid-2000s (Dwyer 2007), and reflects a longer
trajectory of development efforts under adverse
conditions and limited options (Walker 1999; Rigg
2005; Dwyer 2011).
The urgencies of climate change provide a strong
rationale for greater international efforts to expand
this limited set of development options, both in
Laos and other forest-rich but economically poor
countries, at levels not seen since the Cold War. As
the authors of a recent study on “The New Climate
Economy” describe, the shifting to low-carbon modes
of development is both an economic and biophysical
necessity. It will be politically difficult everywhere,
they note, but especially so in low-income countries
where development rather than conservation or
efficiency continues to be the overriding priority. The
authors – a group of eminent economists, business
leaders and former heads of state – point to the
need to engage and in particular to finance greener
forms of infrastructure and industrial development,
arguing that “the developed world has an obligation
to provide developing countries with additional
financial, technical and capacity-building support
to enable them to finance lower-carbon and more
climate-resilient investment strategies” (GCEC 2014,
23). In reminding wealthy countries of “their agreed
goal of mobilizing USD 100 billion per year in
public and private-sector finance by 2020” (GCEC
2014, 23), they suggest that the “billions and billions”
of dollars conjured for REDD a few years ago44 were
not far off the mark after all.
On this basis, we outline a series of areas where
re-framing, re-engaging and up-scaling of the sort
discussed above might reasonably be negotiated.
2. Concession reforms. Over the last few years, the
Lao Government has undertaken a number of efforts
to improve the governance of the concession process
across multiple sectors. Since mid-2012 there has
44

Interview, Vientiane, 2014.
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been a moratorium in effect on new concessions for
rubber, eucalyptus and minerals. This has proven
prescient in light of the recent fall in rubber and
mineral prices. At the same time, the government
launched the National Land Policy process which,
despite the delays mentioned in Section 3, is still
in process and in need of inputs.45 In the forestry
sector, building on earlier efforts to establish forest
inspection capacity, there has been a ban on logging
in national production forests, as well as an effort
to inventory timber stocks in various industrial
processing facilities throughout the country
(Vientiane Times 2014b, f, h, j). Taken together, these
processes suggest that governance reforms are indeed
being considered at the central level. We suggest two
areas with significant possibilities for collaboration.
2.1. Gazetting. One area where concession
governance could be especially improved is by
requiring that concessions go through a process of
gazetting, or public posting, similar to laws. Under
WTO accession commitments, Laos has made its
official legal gazette into an online portal. From
2015 onward, all laws are required to be posted there
in order to be legally valid.46 Requiring something
similar of concessions – specifically a public display
of their intended geographic target region, ideally as
part of the approval process – could provide a more
efficient alternative to the current system, where
central government researchers attempt to gather
data from provincial- and district-level administrative
and technical offices, but frequently run into an array
of bureaucratic and logistical hurdles (Schönweger et
al. 2012). Shifting the burden onto local authorities
and private developers could help make the
concession process more transparent during the time
it is transpiring (also see 2.2 below), and would serve
the interests of central-level economic planners, forest
managers and rural communities alike.
2.2. Surveying and impact assessment. A second and
related area where concession governance could
be improved in ways that serve both economic
development and sustainable forest management is
through improving the surveying process. Although
concession maps are often in short supply, even
within government (Schönweger et al. 2012), many
45 Land Sub-sector Working Group, focus group meeting on
land tenure, policy and implementation, 16 February 2015.
46 Interview, Vientiane, 2014. The URL for the gazette is
laoofficialgazette.gov.la.

concession projects conduct extensive surveys –
sometimes involving multiple visits to the same
place (Laungaramsri 2012) – in their efforts to
find land for projects (Thongmanivong et al. 2009;
Dwyer 2013). The problem is that the survey teams
employed for concession projects often look for
land that is “available” biophysically (i.e. that is not
under production at the time of the survey) but that
is not socially available. Surveys thus target fallow
and grazing lands for conversion to commercial
plantation crops, sometimes explicitly in order to
avoid putting agribusiness projects in forested areas
(Dwyer 2011). The problem, however, is that as
described in Section 4, rather than creating the
intensification of production or “modern” production
that is hoped for, this can instead displace existing
smallholder livelihoods into forest areas, either
through direct land clearance or via participation
in timber-based livelihood alternatives (see Sections
4 and 6). The need for more accurate surveys has
been articulated by Lao Government leaders for
a number of years, beginning with the country’s
first concession moratorium in 2007 (Dwyer
2007, 1) and continuing subsequently. Providing
alternative sources of funding, so that concession
surveys are not forced to rely on the support of
actors (e.g. companies) that stand to benefit from
the results, could reduce conflicts of interest, make
surveying more accountable to government planners
and local communities alike, and create an arena
for collaborative regulatory reform. Alternatively,
embedding surveying within larger processes of
environmental and social impact assessment (ESIA)
– across a range of sectors (mining, agriculture,
infrastructure, etc.) – could help improve current
practices by creating a layer of independent research,
even if the process is ultimately funded by developers.
3. Tenure enhancement. As discussed in Section 6,
REDD currently confronts a social landscape in
which land and forest tenure among smallholders
is highly insecure. While this is the result of a series
of policy choices over the last few decades, it is of
increasing urgency today. Improving the tenure
security of communities who live at the farm-forest
edge through a mix of policy and formalization
mechanisms can, we suggest, help strengthen
smallholder livelihoods and reduce forest degradation
and loss due to a shortage of viable livelihood
options. While tenure is not sufficient, it is arguably
a necessary component of alleviating forest loss
of the type that is currently occurring in Laos’s
REDD landscape.
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3.1. Policy-level mechanisms. As discussed in Section 3,
smallholder tenure remains an important policy issue.
While questions remain about the National Land
Policy process, these may represent an opening to
engage high-level policy makers on as-yet unresolved
issues of tenure. Moreover, the National Assembly’s
instruction to develop “appropriate management
mechanisms” with which to recognize and sustain
local communities’ rights to use land for agriculture
and community forestry (NA 2014, see Annex 1)
signal an important policy opening. Given the
challenges of titling-based tenure enhancements, in
addition to locally specific property formalization of
the type described below (see 3.2), it is important to
pursue approaches that address tenure more generally
at the policy level. Such approaches might include
legal and regulatory-level recognition of customary
land and forest use, recognition of management
rights on village territories that have already been
formally demarcated, and improvements of existing
grievance mechanisms that seek to provide access to
justice for smallholders involved in land conflicts.
3.2. Land and forest tenure formalization at scale.
The Lao Government has an expressed interest in
expanding its land titling efforts to include rural
areas which have been thus far excluded from access
to title (see Section 6). There is significant possibility
for donor or lender engagement here, given the
increasing acknowledgement of a substantial gap
between titled land and land under legitimate use
(Vientiane Times 2014i), coupled with a shortage
of available government funding with which to
close this gap.47 While substantial debate still exists
on which types of titles should be pursued, the
tradeoffs associated with issues of scale (communal
versus individual), salability, and precision are being
increasingly discussed. If a policy consensus around
these can be built, another source of funding (in
addition to the climate-related funding discussed
above) could potentially be the International
Land and Forest Tenure Facility (ILFTF) which is
scheduled to come online in 2016 (BBC 2014).
While this type of funding would probably require
government commitments on tenure of a more
smallholder-friendly variety than have appeared
in recent drafts of the National Land Policy, the
types of instructions given recently by the National
Assembly (2014), coupled with increasing awareness
of the economic costs of tenure insecurity, whether
47 Comments made at the Natural Resources and
Environment sector working group meeting, Vientiane,
4 November 2014.

to smallholders directly or via unacceptably high risk
to investors (see de Leon et al. 2013), could create
the type of opening to address the tenure insecurities
discussed in Section 6. In the months and years to
come, the international community would do well to
monitor the debates on this front.
4. Project-level adjustments within REDD. As
the policy framework for REDD continues to
develop (Lestrelin et al. 2013; Chokkalingam and
Phanvilay 2015), and as other options for engaging
the industrial drivers of forest loss are explored (see
above), REDD efforts at the project level could help
“go bigger” in an incremental sense in at least two
ways: through the field survey process, and through
carbon prices.
4.1. Expanded field surveys. Field surveys have figured
centrally in REDD projects’ efforts to conduct
biomass inventories in proposed project areas and,
in the process, to learn more about local drivers of
deforestation and degradation. Given that REDD
is ultimately not simply an accounting system but
an effort to create on-the-ground change that can
be accounted for, the field presence begun during
the biomass inventory process could have positive
impacts in a number of areas if it was continued and
even expanded. One area is through helping to refine
local drivers analyses so that the relationship between
drivers is better understood. This has particular
relevance to smallholder livelihoods (see Section 6),
but applies more generally as well. Related, expanded
field surveys would generate better data on local
forest conditions and degradation patterns. Together
these could help bring forest degradation, which is
currently outside the boundary of most economically
feasible measurement, into REDD calculations,
expanding the biomass pool that REDD efforts have
to work with. Finally, greater field presence, even
if conducted for biomass inventory and ongoing
drivers analysis, could “trickle up” into institutional
and policy efforts surrounding law enforcement
and forest definitions, two issues that are laden
with tradeoffs but that ultimately connect local
landscapes to REDD efforts at the national (and even
global) levels.
4.2. Safeguards. REDD safeguards, while not
discussed explicitly above, provide a number of
avenues into the issues discussed here. Two in
particular are worth emphasizing. First, greater
engagement with industrial drivers of forest loss
necessarily means engaging infrastructure and
concession processes, both of which have already
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proven significant and controversial vis-à-vis their
impacts on smallholders. Safeguards oriented toward
social and environmental protection provide a direct
and obvious way to ensure that engagements with
industrial drivers are productive and sustainable not
only vis-à-vis carbon accounting, but with respect
to rural and forest communities as well. Second,
safeguards oriented toward preventing reversals or
displacements of emissions will almost certainly
have to address forest loss from concessions and
infrastructure, simply from the perspective of
mitigating financial risk to the Lao Government.
The mechanisms associated with these safeguards
thus provide logical points for engagement between
the high-level discussions proposed above and
project-level REDD activities, both currently and in
the future.
4.3. Higher carbon prices. One area where REDD
has, in our view, sold itself short thus far is by taking
prices from the voluntary market rather than really
testing the possibilities for forest governance in a
carbon-limited world. With voluntary market prices
as low as they are (in the range of USD 5/ton CO2),
REDD practitioners could do well to use the current
shift toward fund-based financing to actually pilot
REDD’s key operating assumption: that a carbonconstrained future is going to exist economically,
not just biophysically. Rather than simply taking
voluntary market prices plus or minus a bit (as tends
to be the case in most REDD pilots in Laos), REDD
projects might experiment with higher carbon prices
– presumably in the range of tens of dollars per ton
of CO2, but subject to a range of possibilities. While
this is not likely to “change everything”, it would
complement the expansions of REDD suggested
above by bringing more money per unit CO2 into
the discussion. Together with the efforts described
above, this would help recalibrate REDD to a scale
and regulatory context that is more adequate to the
governance challenges that must be confronted, and
helping to pilot REDD, however difficult, in a more
realistic manner.
5. Long-term regulatory capacity. An essential piece
of engaging the industrial drivers of forest loss in
a way that serves development both nationally and
locally is through cultivating adequate regulatory
capacity. While much has been done so far at the
institutional level, both within government and
to a lesser degree within higher education, both of
these should be expanded so that REDD can be

engaged fully by its Lao stakeholders, and discussed,
planned and ultimately conducted by them in all of its
complexity: its connections across scale, its tradeoffs,
and its ambition. This is certainly a medium-term
engagement, but it seems logical to expect that the
current young generation may be less conservative
when it comes to engaging forest loss drivers than
most REDD projects are currently. As the global
community becomes increasingly engaged with
climate change as an urgent issue, the Lao population
will need a larger educated group of researchers and
regulators who can debate the merits of different
forest definitions, carbon values, REL adjustments
and the like. If REDD is to embrace its mandate as
more than just carbon accounting, it must do so at the
institutional level as well.
6. The culture of research and policy dialogue in
Laos. Such a long-term view is consistent with recent
events. In December 2014, a two-day forum on
National Research for Development brought together
over 200 participants from Vientiane’s research and
policy communities, and planning, environment,
agriculture and forestry staff from the central and
provincial levels. The forum was held at the National
University of Laos, and featured sessions on forests
and climate change; concessions, livelihoods and the
environment; resource development, food security and
livelihoods; and regional trade, integration and macroeconomic policy (among others).48 Unlike many
other research-related events, the NUOL Research
Forum was conducted almost entirely in Lao language
and featured mostly Lao presenters; translation was
available but discrete, and moderators prioritized
discussion and debate among Lao participants. The
event generated much discussion about the need to
continue this type of research-policy dialogue as a
way to both encourage researchers to venture into
the realm of policy debates, and to cultivate uptake
of research by decision makers at all levels. This type
of event, and in particular the capacity building and
project work that goes into making it possible, should
be continued and expanded. The issues discussed
above are difficult, systemic and involve substantial
choices and tradeoffs. As REDD strives to think bigger,
the culture of research and policy dialogue that is
currently emerging in Laos needs to be cultivated and
expanded, so that bigger thinking and local demands
for sustainable development go hand in hand.
48 The full program, including keynote speeches from MPI and
MAF representatives, is available at research-forum.blogspot.com.
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Annexes
Annex 1. Lao National Assembly Cabinet Office Notice 273, 21 August 2014
Unofficial translation
National Assembly 								No 273/ຫສຊ.ກສກ
Cabinet Office 									Vientiane, dated 21 Aug 2014

NOTICE
To: 		
Subject:
		

Ministers, Heads of Cabinet, Office of Government, with respect
The review/consideration, for endorsement, of the three forestry categories (Protection Forest,
Conservation Forest and Production Forest)

• In relation to Article 78 of the Forestry Law, the 2008 amendment.
• In relation to Proposal Letter of the Prime Minister No. 179/ນຍ, dated 3 December 2013 regarding the
proposal to review and endorse 49 National Protected Forests, 24 National Conservation Forests and
2 connecting areas throughout the country.
• In relation to the Agreement of the National Assembly Nr. 06/NA, dated 25 July 2014 regarding the
endorsement of reports on the implementation of Social - Economic Plan and State Budget Plan, revision of
State Budget Plan for fiscal year 2013-2014 and indicative plan for 2014-2015.
The Cabinet Office of the National Assembly with highest respect would like to report for your notice the
outcome of questioning about the 3 types of forest in the 7th National Assembly General Meeting as follows.
Propose to the Government to direct/instruct relevant Ministries to conduct the re-survey and re-delineation of
the boundaries of 3 forest types, completely and with accuracy, namely:
1. Re-survey/delineate-zone the three forest types, for areas that have been approved for purposes other than
extraction (of the Forest), and if necessary, make a survey of new areas to compensate for this loss.
2. Survey and zone the “condition” of the forest in the 3 forest types to ensure it is clear, and define zones
where the forest is still rich/good in order to look after and conserve, totally forbidden to destroy, and
for areas that have been damaged or degraded, then make zonation and plan to regenerate or zone as
community forest.
3. Re-survey/zone agriculture production land of citizens living within the 3 forest zones including residential
areas, by giving recognition to the rights to use these lands of the villagers as agricultural production lands
and extract from the area of the 3 forest categories.
4. Survey and Zone communal forest of the village and communal forests and also develop appropriate
management mechanisms for the same.
5. Investigate and develop financial mechanisms to ensure that the income from the forest must be reinvested/used for the purposes of forest care and management, based on the participation of the villagers
that live in the forest areas.
6. Review to develop measures and mechanisms for the private sector to participate in forest management and
development.
Therefore, this notice to inform you and for your consideration of the contents and intent.
Yours sincerely,
								Head of Cabinet Office of National Assembly
Ounkeo Vouthilath
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Annex 2. Titling coverage in Laos before October 2008
This table describes the number of villages where “systematic” (sic) land registration took place in Laos prior to
October 2008.
Province

Number of villages titled by Lao LTP & LTP2 before 1 October 2008

Vientiane municipality

340

villages in

8

districts

Champasak

304

villages in

10

districts

Savannakhet

245

villages in

10

districts

Luang Prabang

194

villages in

7

districts

Vientiane province

154

villages ins

5

districts

Salavan

119

villages in

5

districts

Khammuane

106

villages in

4

districts

Xayabouli

74

villages in

4

districts

Bolikhamxai

60

villages in

4

districts

Attapeu

20

villages in

1

districts

Sekong

11

villages in

1

districts

Bokeo

10

villages in

1

districts

Oudomxai

8

villages in

1

districts

Luang Namtha

6

villages in

1

districts

Huaphan

0

villages in

0

districts

Xiengkhuang

0

villages in

0

districts

Phongsali

0

villages in

0

districts

Source: Land Titling Project, Second Phase, adjudication progress monitoring data, shared by anonymous informant, August 2011.
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CIFOR Working Papers contain preliminary or advance research results on tropical forest issues that need to be
published in a timely manner to inform and promote discussion. This content has been internally reviewed but has
not undergone external peer review.

To date, REDD+ projects in Laos have made relatively conservative choices on driver engagement, focusing on
smallholder-related drivers like shifting cultivation and small-scale agricultural expansion, to the exclusion of drivers like
agro-industrial concessions, mining concessions and energy and transportation infrastructure. While these choices have
been based on calculated decisions made in the context of project areas, they have created a pair of challenges that
REDD+ practitioners must currently confront. The first is lost opportunity. By not engaging industrial drivers of forest
loss, REDD+ misses an important chance to engage with high level economic decision making. This has implications
not only for climate change mitigation, but more importantly for efforts to make Laos’s current trajectory of natural
resource-intensive development more socially, environmentally and economically sustainable. The second challenge is
more immediate. Due to the political-economic circumstances under which forest loss occurs, there is a significant gap
between loss that is planned and loss that can be accounted for under REDD’s “national circumstance” allowances for
planned deforestation. This means that REDD’s positive impacts on mitigating forest loss, to the extent that they occur,
may be swamped by planned but unaccountable forest loss, and thus difficult or impossible to verify. Thinking bigger
on issues from driver engagement to spatial planning and concession regulation to land tenure and rural livelihood
possibilities thus presents not only a series of opportunities, but a series of imperatives.

This research was carried out by CIFOR as part of the CGIAR Research Program on Forests, Trees
and Agroforestry (CRP-FTA). This collaborative program aims to enhance the management and
use of forests, agroforestry and tree genetic resources across the landscape from forests to farms.
CIFOR leads CRP-FTA in partnership with Bioversity International, CATIE, CIRAD, the International
Center for Tropical Agriculture and the World Agroforestry Centre.

cifor.org

blog.cifor.org

Fund

Center for International Forestry Research (CIFOR)
CIFOR advances human well-being, environmental conservation and equity by conducting research to help shape
policies and practices that affect forests in developing countries. CIFOR is a member of the CGIAR Consortium. Our
headquarters are in Bogor, Indonesia, with offices in Asia, Africa and Latin America.
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Comments:	
  
Drivers	
  of	
  deforestation	
  and	
  forest	
  degradation	
  –	
  hereafter	
  forest	
  loss	
  –	
  are	
  both	
  highly	
  varied	
  and	
  
inherently	
  spatial:	
  plantations,	
  roads,	
  dams,	
  fires,	
  urban	
  expansion,	
  and	
  so	
  on:	
  each	
  of	
  these	
  has	
  its	
  own	
  
location,	
  extent,	
  shape,	
  and	
  resolution.	
  Drivers	
  of	
  forest	
  loss,	
  in	
  short,	
  each	
  have	
  their	
  own	
  geographies	
  
of	
  operation.	
  As	
  REDD	
  has	
  been	
  piloted	
  over	
  the	
  last	
  few	
  years	
  at	
  both	
  the	
  project	
  and	
  increasingly	
  the	
  
jurisdictional	
  scale,	
  a	
  key	
  question	
  project	
  developers	
  have	
  had	
  to	
  face	
  is	
  which	
  drivers	
  of	
  forest	
  loss	
  to	
  
address,	
  and	
  which	
  geographies	
  of	
  intervention	
  to	
  focus	
  on.	
  Among	
  many	
  possibilities,	
  a	
  default	
  answer	
  
seems	
  to	
  have	
  emerged,	
  although	
  the	
  evidence	
  is	
  largely	
  anecdotal	
  (as	
  far	
  as	
  I	
  know):	
  many,	
  if	
  not	
  most,	
  
REDD	
  projects	
  have	
  chosen	
  to	
  focus	
  on	
  small-‐scale	
  agricultural	
  expansion	
  in	
  or	
  at	
  the	
  edges	
  of	
  protected	
  
areas,	
  while	
  fewer	
  projects,	
  in	
  comparison,	
  have	
  engaged	
  the	
  forest	
  loss	
  due	
  to	
  industrial	
  “drivers”	
  such	
  
as	
  large-‐scale	
  agricultural	
  plantations	
  and	
  energy,	
  transportation	
  and	
  other	
  types	
  of	
  infrastructure.	
  
	
  
With	
  a	
  colleague	
  from	
  Cornell,	
  I	
  studied	
  this	
  question	
  of	
  which	
  drivers	
  REDD	
  projects	
  engage	
  with,	
  and	
  
where	
  and	
  why,	
  in	
  a	
  single	
  country:	
  Laos.	
  (This	
  was	
  part	
  of	
  my	
  postdoctoral	
  research	
  with	
  the	
  Center	
  for	
  
International	
  Forestry	
  Research	
  (CIFOR);	
  our	
  findings	
  are	
  available	
  as	
  a	
  CIFOR	
  working	
  paper	
  (Dwyer	
  and	
  
Ingalls	
  2015),	
  attached	
  with	
  this	
  comment	
  and	
  available	
  online.)	
  Our	
  findings	
  are	
  relevant	
  to	
  California’s	
  
decisions	
  about	
  venturing	
  into	
  the	
  global	
  offset	
  market	
  in	
  a	
  few	
  ways.	
  
	
  
Our	
  work	
  suggests	
  that	
  smallholder	
  agriculturalists	
  are	
  often	
  selected	
  as	
  the	
  targets	
  of	
  REDD-‐based	
  
interventions	
  not	
  because	
  they	
  are	
  the	
  most	
  significant	
  drivers	
  of	
  forest	
  loss,	
  but	
  because	
  they	
  are	
  seen	
  
as	
  the	
  “low-‐hanging	
  fruit”	
  in	
  a	
  complex	
  landscape	
  of	
  drivers	
  (Dwyer	
  &	
  Ingalls	
  2015:	
  13).	
  Scholars	
  have	
  
long	
  noted	
  the	
  (even	
  longer-‐standing)	
  tendency	
  to	
  blame	
  politically	
  and	
  economically	
  marginal	
  groups	
  
for	
  environmental	
  damage	
  that	
  is	
  either	
  beyond	
  their	
  control	
  or	
  caused	
  by	
  other	
  processes	
  entirely:	
  
sometimes	
  small-‐scale	
  land	
  users	
  are	
  agents	
  of	
  forest	
  loss	
  but	
  not	
  drivers,	
  and	
  other	
  times	
  they	
  are	
  not	
  
even	
  agents,	
  but	
  are	
  simply	
  perceived	
  as	
  such	
  due	
  to	
  engrained	
  assumptions	
  and	
  institutionally	
  
produced	
  narratives	
  that	
  turn	
  out	
  to	
  be	
  false	
  (see	
  e.g.	
  the	
  well-‐known	
  work	
  of	
  Fairhead	
  and	
  Leach).	
  This	
  
tendency	
  to	
  treat	
  small-‐scale	
  agriculturalists	
  as	
  the	
  primary	
  drivers	
  of	
  forest	
  loss	
  to	
  be	
  engaged	
  by	
  REDD	
  
is	
  immediately	
  observable	
  in	
  our	
  work	
  in	
  Laos,	
  and	
  has	
  two	
  types	
  of	
  implications	
  for	
  California.	
  
	
  
First,	
  the	
  politics	
  of	
  land	
  and	
  resource	
  tenure	
  will	
  likely	
  figure	
  centrally	
  in	
  the	
  projects	
  that	
  offer	
  credits	
  
on	
  the	
  California	
  market.	
  This	
  is	
  not	
  inherently	
  bad;	
  while	
  REDD	
  programs	
  can	
  help	
  perpetuate	
  elite	
  land	
  
grabs,	
  they	
  can	
  also	
  –	
  depending	
  on	
  both	
  baseline	
  land	
  and	
  forest	
  tenure	
  conditions	
  and	
  the	
  ways	
  that	
  
projects	
  engage	
  with	
  various	
  actors	
  –	
  help	
  strengthen	
  the	
  often	
  weaker	
  hand	
  of	
  smallholder	
  and	
  
community	
  land	
  managers,	
  for	
  example	
  by	
  capitalizing	
  and/or	
  giving	
  additional	
  legal	
  tools	
  to	
  community	
  
forest	
  management	
  efforts.	
  But	
  the	
  devil	
  is	
  in	
  the	
  details,	
  and	
  the	
  disproportionate	
  focus	
  on	
  
smallholders	
  as	
  “drivers”	
  of	
  forest	
  loss	
  within	
  REDD	
  as	
  a	
  whole	
  (at	
  least	
  to	
  date;	
  see	
  point	
  2	
  below)	
  
raises	
  the	
  bar	
  for	
  due	
  diligence	
  and	
  accountability	
  mechanisms	
  significantly.	
  California	
  thus	
  needs	
  not	
  
only	
  a	
  convincing	
  process	
  for	
  ensuring	
  up	
  front	
  that	
  REDD	
  projects	
  planning	
  to	
  sell	
  credits	
  are	
  socially	
  
positive	
  from	
  the	
  perspective	
  of	
  the	
  communities	
  involved,	
  but	
  also	
  a	
  grievance	
  mechanism	
  so	
  that	
  
oversight	
  of	
  these	
  sorts	
  of	
  plans	
  is	
  not	
  reliant	
  solely	
  on	
  third-‐party	
  certifiers.	
  (Third-‐party	
  certification	
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can	
  be	
  useful,	
  but	
  it	
  is	
  not	
  sufficient;1	
  a	
  grievance	
  mechanism	
  will	
  incentivize	
  third-‐party	
  certifiers	
  to	
  do	
  
better	
  work.)	
  
	
  
Second,	
  given	
  the	
  criticisms	
  that	
  have	
  surrounded	
  REDD	
  to	
  date,	
  the	
  focus	
  on	
  smallholders	
  described	
  
above	
  may	
  not	
  be	
  sustainable,	
  either	
  politically	
  or	
  from	
  a	
  climate	
  science	
  perspective.	
  In	
  addition	
  to	
  the	
  
equity	
  dimensions,	
  many	
  have	
  questioned	
  the	
  degree	
  to	
  which	
  scientifically	
  convincing	
  carbon	
  credits	
  
can	
  be	
  produced	
  at	
  scale	
  by	
  targeting	
  smallholders	
  alone.	
  This	
  is	
  an	
  open	
  question;	
  some	
  practitioners	
  
believe	
  that	
  smallholder-‐caused	
  forest	
  degradation	
  is	
  a	
  huge	
  source	
  of	
  potential	
  mitigation	
  (although	
  
this	
  has	
  been	
  so	
  far	
  precluded	
  by	
  the	
  technical	
  difficulties	
  of	
  measuring	
  fine-‐scale	
  changes	
  in	
  biomass	
  
economically),	
  while	
  others	
  believe	
  that	
  smallholder	
  systems	
  are	
  much	
  more	
  carbon-‐neutral	
  than	
  is	
  
often	
  assumed	
  due	
  to	
  regrowth	
  and	
  fallowing	
  on	
  the	
  one	
  hand,	
  and	
  the	
  abovementioned	
  prejudices	
  
against	
  smallholder	
  communities.	
  	
  
	
  
One	
  can	
  imagine	
  a	
  hypothetical	
  supply	
  curve	
  of	
  REDD	
  credits	
  representing	
  different	
  drivers	
  of	
  forest	
  
loss.	
  (To	
  my	
  knowledge,	
  such	
  a	
  curve	
  has	
  not	
  been	
  produced.)	
  Nonetheless,	
  based	
  on	
  the	
  above,	
  I	
  would	
  
argue	
  that	
  (1)	
  current	
  REDD	
  projects	
  are	
  operating	
  at	
  the	
  cheap	
  end	
  of	
  the	
  curve,	
  where	
  the	
  political	
  
costs	
  of	
  offsets	
  are	
  low,	
  and	
  are	
  markedly	
  less	
  expensive	
  than	
  offsets	
  that	
  would	
  require	
  political-‐
economic	
  reforms	
  within	
  the	
  state,	
  say	
  over	
  the	
  granting	
  of	
  palm	
  oil	
  concessions	
  or	
  natural	
  forest	
  
logging	
  quotas;	
  and	
  (2)	
  the	
  number	
  of	
  credits	
  available	
  at	
  the	
  current	
  low	
  end	
  –	
  and	
  specifically	
  available	
  
below	
  the	
  price	
  point	
  California	
  buyers	
  are	
  anticipating	
  (cf.	
  Borenstein	
  et	
  al.	
  2014)	
  –	
  is	
  thus	
  far	
  unknown,	
  
and	
  should	
  be	
  investigated	
  in	
  order	
  to	
  make	
  a	
  California	
  REDD	
  program	
  environmentally,	
  socially	
  and	
  
economically	
  convincing.	
  Put	
  another	
  way,	
  as	
  pressure	
  builds	
  on	
  REDD	
  practitioners	
  to	
  engage	
  other	
  
types	
  of	
  forest	
  loss,	
  whether	
  for	
  political	
  reasons,	
  scientific	
  reasons,	
  or	
  both,	
  the	
  cost	
  of	
  this	
  
engagement	
  –	
  and	
  of	
  the	
  credits	
  produced	
  –	
  is	
  likely	
  to	
  rise,	
  perhaps	
  significantly.	
  While	
  this	
  may	
  be	
  a	
  
good	
  thing	
  for	
  countries	
  like	
  Indonesia,	
  or	
  Laos,	
  or	
  Cambodia	
  or	
  the	
  DRC,	
  etc.,	
  it	
  may	
  not	
  be	
  palatable	
  to	
  
California	
  buyers	
  who	
  have	
  pre-‐set	
  expectations	
  about	
  low	
  carbon	
  prices,	
  and	
  may	
  thus	
  require	
  debate	
  
on	
  the	
  question	
  of	
  local	
  market	
  efficiency	
  versus	
  global	
  effectiveness.	
  
	
  
	
  
	
  
	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  
*
	
  The	
  author	
  is	
  an	
  interdisciplinary	
  scholar	
  and	
  researcher	
  whose	
  work	
  examines	
  historical,	
  geographical	
  
and	
  policy	
  questions	
  related	
  to	
  land	
  and	
  natural	
  resource	
  governance	
  with	
  a	
  focus	
  on	
  Southeast	
  Asia.	
  He	
  
received	
  his	
  PhD	
  from	
  University	
  of	
  California	
  Berkeley’s	
  Energy	
  and	
  Resources	
  Group	
  in	
  2011,	
  and	
  has	
  
completed	
  postdoctoral	
  research	
  in	
  the	
  University	
  of	
  Bern’s	
  Centre	
  for	
  Development	
  and	
  Environment	
  
(2012-‐2013)	
  and	
  the	
  Center	
  for	
  International	
  Forestry	
  Research’s	
  Forests	
  and	
  Governance	
  program	
  
(2013-‐2015).	
  The	
  comments	
  offered	
  here	
  pertain	
  to	
  research	
  conducted	
  under	
  the	
  third	
  of	
  these,	
  and	
  
build	
  on	
  longer-‐standing	
  research	
  on	
  internal	
  struggles	
  over	
  natural	
  resource	
  rents	
  within	
  the	
  state,	
  and	
  
associated	
  questions	
  of	
  transparency	
  and	
  geographical	
  data	
  access.	
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  Third-‐party	
  certification	
  should	
  not	
  be	
  assumed	
  to	
  be	
  sufficient,	
  given	
  the	
  incentives	
  to	
  not	
  report	
  problems	
  that	
  exist	
  due	
  to	
  
the	
  economic	
  relationship,	
  as	
  well	
  as	
  the	
  knowledge	
  gaps	
  (lack	
  of	
  awareness	
  and/or	
  “hard”	
  evidence	
  of	
  problems)	
  that	
  can	
  
confound	
  third-‐party	
  investigators.	
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November 16, 2015

Re: ARB proposal to include international, sector-based offset credits in cap-and-trade
Dear California Air Resources Board Chair, Board staff, and Ombudsman:
The Asian Pacific Environmental Network (APEN) is a grassroots nonprofit organization whose
mission is to ensure that all people have a right to a clean and healthy environment in which
their communities can live, work, learn, play and thrive.
APEN is submitting comments to express our concerns with the California Air Resource Board
(ARB) working paper on the inclusion of international, sectorbased offset credits in the
Cap-and-Trade Program, including jurisdictional “Reducing Emissions from Deforestation and
Forest Degradation” (REDD) programs. We urge ARB to halt the process of including any new
protocols for reasons outlined in this letter and comments submitted by others. If ARB were to
move forward we strongly urge that issues of health, economic and local environmental impacts
be addressed in California before the utilization of REDD programs.
Environmental Justice Advisory Committee (EJAC) Oversight
First, we appreciate that ARB is seeking community and stakeholder input, including comments
from the EJAC, as a part of its decisionmaking process. However, we believe that ARB should
go a step further by allowing the EJAC to maintain an oversight role that could provide real and
meaningful communitybased input to this process. Furthermore, should an international
sectorbased offsets protocol be approved in the future, the EJAC should retain the ability to
provide programmatic oversight to the design and implementation of that international offset
protocol.
Assigning greater jurisdiction to the EJAC is critical because the communities that it is meant to
represent live on the frontlines near our state’s largest greenhouse gas (GHG) emitters. Nearly
half of all Californians live within six miles of a facility that is a significant greenhouse gas emitter
(46 percent); however, these residents are disproportionately people of color – 62 percent of
nearby residents are people of color as compared to the 38 percent who are nonHispanic
white.1
This inequitable and unjust health burden is of great concern to APEN’s families and
communities. Greenhouse gases are emitted sidebyside with noxious copollutants, like
particulate matter, nitrogen oxide and other carcinogens. These copollutants produce a range
of negative health impacts, including severe respiratory problems. Overall, people of color
1

Pastor, M., MorelloFrosch, R., Sadd, J. & Scoggins, J. (July 2010). Minding the Climate Gap: What’s at
Stake if California’s Climate Law Isn’t Done Right and Done Right Away. Retrieved from:
https://dornsife.usc.edu/pere/mindingclimategap/
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experience over 70% more particulate matter emissions within 2.5 miles of major GHG emitters
than white people. The communities where APEN’s members and California’s working families
live and work need immediate air quality improvements and greenhouse gas reductions. The
lives of vulnerable residents, not costcontainment goals for polluting industries, should be
ARB’s highest concern.
Inclusion of a Wider Range of Indigenous Viewpoints
Second, while ARB’s working paper has indicated that certain indigenous groups have been
proponents of REDD activities, it is crucial that ARB also gives equal consideration to those that
are more critical of international offsets and California’s Carbon Offset Program. While buying
carbon offsets allows a large oil refinery in Richmond, CA to increase its pollution where local
families reside and work, various indigenous tribes in Acre, Brazil are being coerced into signing
away their land rights while fearing police violence. Such serious abuses should be more
thoroughly investigated in order to determine whether or not prevention and intervention
measures are truly possible. By including the voices of those that have been negatively
impacted by domestic and international offset programs, ARB could create a more informed
decision regarding if and how it should include sectorbased offset credits in its CapandTrade
program.
Allow Data to Drive Decisions
Third, since participation in California’s Compliance Offset Program is optional and thus not
mandatory for polluting entities under AB 32, the size and extent of this program need not be
determined right now. While ARB has placed a limit on the total amount of offsets that each
covered entity may use, the Board is not required to supply the number of offset credits to
produce that upper limit. Furthermore, a 2013 study by climate change researcher Barbara
Haya has revealed that California’s actual emission levels are lower than Business As Usual
scenarios. As such, ARB’s goal to expand its program and produce a greater number of offset
credits is both unnecessary and undesired as curredemonstrated by low industry demand. This
goal also runs counter to the basic logic behind a marketdriven CapandTrade program.
As California continues to serve as a national leader in climate change policy, we hope that
ARB will engage in more rigorous research to ensure that all efforts to reduce emissions are
truly improving the lives of all people, cities and the environment. We look forward to seeing
how ARB can adopt these recommendations as it continues to explore possibilities for
incorporating sectorbased REDD offsets in California’s Compliance Offset Program.
Sincerely,
Miya Yoshitani, Executive Director
Asian Pacific Environmental Network (APEN)
428 17th Street, Suite 500
Oakland, CA 94612
(510) 8348920
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First Name: Coordinadora de las
Last Name: COICA
Email Address: coica@coica.org.ec
Phone Number: 3226744
Affiliation:
Subject: COICA TO CARB
Comment:
To: California Air Resources Board (CARB)
From: Coordinator of the Indigenous Organizations of the Amazon
Basin (COICA)
Re: ARB Workshop and Staff White Paper, Scoping Next Steps for
Evaluating the Potential Role of Sector-Based Offset Credits Under
the California Cap and Trade Program, Including from Jurisdictional
“Reducing Emissions from Deforestation and Forest Degradation”
Programs.
Dear California Air Resources Board,
I am writing on behalf of COICA to thank CARB for the opportunity
to participate in California’s process to develop regulations to
include jurisdictional REDD+ offsets in the Cap and Trade Program.
We congratulate ARB on the productive and inclusive workshop held
in Sacramento, California on October 28, 2015 to discuss this
issue, which is of critical importance to the 400 indigenous
communities and ethnicities across Amazonia that we represent. We
believe that REDD programs like the one proposed by California will
not only lead to significant reductions in greenhouse gas emissions
from deforestation, but provide essential economic benefits to our
communities and help protect the forests on which our livelihoods
and cultures depend.
We would like to express support for the steps outlined in the
Staff White Paper and the frameworks developed by the REDD Offset
Working group (ROW) to ensure high quality offsets from
jurisdictional programs. We are supportive of the jurisdictional
approach to protecting tropical forests that is being pioneered by
the members of the Governors’ Climate and Forests task force (GCF),
and recognize that the Brazilian states of the GCF are global
leaders in developing robust jurisdictional REDD+ programs with
strong social safeguards and benefit-sharing mechanisms. Our
partnership with the GCF is an important mechanism to continue to
develop these safeguards through inclusive processes, and share
lessons across the GCF regions. The REDD+ program proposed by
California could provide real and tangible benefits to our
communities through connections to these programs.
In this sense, COICA has developed Amazon Indigenous REDD+ - RIA
which includes the worldviews and perspectives of the Amazon
peoples in order to enable an adequate REDD+ process in the
indigenous territories. The UNDRIP and other international tools

1
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are included in the RIA framework due to the importance of these
for the Indigenous peoples to access to benefits.
We offer our continued support to ARB staff as they continue to
lead on climate change through the development of this important
program. Thank you once again for including us in your process, and
your thoughtful consideration of our perspectives. COICA is hopeful
that this process can continue such that the necessary linkages can
be made by 2017, in time for the third compliance period of the Cap
and Trade Program.
Sincerely,
Edwin Vasquez Campos
Coordinador General COICA

Attachment:
Original File Name:
Date and Time Comment Was Submitted: 2015-11-16 14:43:12
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California Regional Office201
Mission St, 4th Floor
San Francisco, CA 94105

Tel (415)793-5035
Fax (415)777-0244

nature.org

November 16, 2015
California Air Resources Board
PO Box 2518
Sacramento, CA 95812
Re: Comments on Sectoral Crediting Workshop 10/28 and White Paper
The Nature Conservancy appreciates the opportunity to submit comments in response to the
workshop on sector based crediting in AB 32 held on October 28., 2015 and the associated
white paper. We thank the Air Resources Board (ARB) and its staff for producing a productive
workshop and an excellent white paper to support it.
The workshop laid a strong and thoughtful foundation for a robust public process and future
regulatory action that could help California address another significant source of global
emissions, tropical deforestation and forest degradation. California’s regulatory cap and trade
program could ultimately include reduced emissions from deforestation and forest degradation
(REDD) to help meet its greenhouse gas reduction goals, thereby sending a strong signal to
tropical forest jurisdictions to curtail emissions from forest loss.
The staff presentation and white paper effectively describe California’s historical engagement
and support for reducing forest emissions in tropical jurisdictions. It also includes a clear
statutory basis for addressing this issue pursuant to AB 32 and how reduced emissions from
tropical deforestation are included in the related scoping plan.
As noted in the workshop presentation and white paper, incorporating emission reductions from
tropical forests into the State’s cap and trade program would leverage climate benefits in
California and around the world. We agree. Incorporating REDD into AB 32 would have many
benefits, well articulated in Section IV of the white paper beginning on p. 8. For example,
•

“The acceptance of REDD offset credits into California’s Cap-and-Trade Program would
help in meeting the goals of AB 32 by reducing greenhouse gas emissions and by
lowering the cost of compliance for entities subject to the Cap-and-Trade Regulation.”

•

“Reducing emissions from tropical deforestation also reduces impacts of global climate
change on California” and could be helpful in addressing California’s water supply
issues including extended drought.

•

Adding jurisdictional REDD to AB 32 would continue California’s global leadership on
climate change and catalyze significant emission reductions from reduced deforestation
1
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in tropical forest jurisdictions around the globe and send a positive signal to the
growing carbon market in California and globally.
•

Including REDD credits in AB 32 would build resilience of tropical forest ecosystems to
climate-driven changes like increasing temperature and produce many other important
co-benefits including fostering poverty alleviation through low-carbon development and
protecting biodiversity.

The white paper also describes the productive guidance of the REDD Offset Working group
(ROW) and outlines several issues for further investigation. The Nature Conservancy
encourages ARB to draw from the ROW recommendations as it addresses these issues in
subsequent workshops and designs its proposed program. We suggest that the issues of
enforcement and social and environmental safeguards be addressed in future workshops and
offer our support.
Finally, the Nature Conservancy fully agrees with ARB staff that, “Given the importance of
addressing tropical deforestation, the benefits described in this white paper to California and
California’s program, and the current status of GCF partner jurisdiction efforts, ARB staff
believes there is value in developing proposed regulatory amendments and pursuing a sectorbased REDD linkage in time for the third compliance period of the Cap-and-Trade Program.”
(white paper, p. 44) We believe that ARB can design and adopt a first-in-kind, compliance
jurisdictional REDD crediting program that will diversify and strengthen AB 32 and inspire
global action to combat climate change through protecting forests and the people that depend
on them for their livelihood.
We look forward to working with ARB to the development and ultimate adoption of regulations
to accomplish these important goals.
Sincerely

Louis Blumberg,
Director California Climate Change Program

2
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Scientific Certification Systems, d.b.a. SCS Global Services, is very pleased to be presenting
comments about the ARB’s white paper related to the potential inclusion of sector-based offset
credits from REDD programs under the Cap and Trade Program. SCS is very supportive of
regulatory amendments to allow for the use of sector-base offsets during the third compliance
period of the Program.
Above all, SCS is fully supportive of the statutory criteria that credits have to be “real,
permanent, quantifiable, verifiable, additional, and enforceable.” With respect to the
verification requirement, SCS would like to offer to the ARB, the GCF, and the Governor, its
expertise and experience as you determines the appropriate system for the verification of
sector-based REDD programs. SCS has served on working group for a multitude of forest carbon
offset schemes and would be honored to assist in the development of the ARB’s bespoke
approach. Specifically, SCS would be able to participate in the additional work related to the
“Verification of emissions statistics” described on page 42 of the white paper. In addition, SCS
is available to provide feedback from the perspective of a verification body of both the ARB
Cap-and-Trade Program and the voluntary forest carbon offset market.
SCS applauds California’s continued interest to be a global leader and innovator in climate
change action. SCS is confident that that high-quality offsets can be generated to meet the
rigorous requirements of AB 32 and the mandate for low-cost carbon reductions.
SCS’ Background
Since 2008, SCS has been a leading verification body for forest carbon offset credits under the
voluntary market and more recently as the verification body of record for the first ARB forest
compliance project in 2013. Having completed more than 150 project assessments, SCS has
verified over 50 million offset credits around the global. This year, SCS was selected as the
verification body to assess the State of Acre’s Jurisdictional and Nested REDD Program under
the Verified Carbon Standard.

2000 Powell Street, Ste. 600, Emeryville, CA 94608 USA | +1.510.452.8000 main | +1.510.452.8001 fax

SCSglobalServices.com
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16 November 2015
California Air Resources Board
1001 I Street, Sacramento, California 95814
Submitted online to: http://www.arb.ca.gov/lispub/comm/bclist.php

IETA COMMENTS ON CALIFORNIA AIR RESOURCES BOARD’S
SECTOR-BASED OFFSETS WORKSHOP & WHITE PAPER
The International Emissions Trading Association (IETA) welcomes the opportunity to share comments on
California Air Resources Board (ARB)’s Public Workshop and Staff White Paper related to “Evaluating the
Potential Role of Sector-Based Offset Credits Under the California Cap-and-Trade Program, including from
Jurisdictional ‘Reduced Emissions from Deforestation and Degradation (REDD+)’ Programs”.

OVERVIEW
IETA continues to support ARB’s global policy and market leadership on climate change, including the
State’s remarkable efforts to cooperate and explore market linkages with partner jurisdictions. We remain
a strong, consistent multi-sector business voice for broad access to real, permanent, quantifiable,
verifiable and enforceable emission reductions and removals. Among other benefits, enabling broad
access to offsets helps to: lower cap-and-trade costs; promote clean innovation and investment across
uncovered sectors; drive climate cooperation across borders; and realize co-benefits.
IETA welcomes ARB’s growing support for the potential inclusion of sector-based offsets into California’s
program, and we recognize the State’s impressive REDD+ global leadership through partnerships, such as
the Governors’ Climate and Forests Task Force (GCF), and technical efforts, such as the REDD+ Offset
Working Group (ROW). While considering the inclusion of these new offsets into California’s program,
potentially as early as the third compliance period, IETA encourages ARB to take into account the following
items, summarized in more detail below:
1.
2.
3.
4.
5.
6.
7.

Select Guiding Principles for Consideration;
Transparent, Robust, and Enforceable MRV Frameworks;
Clear & Workable Process Timelines;
Clear & Consistent Regulatory Compliance Language;
Adequate Capacity & Resources to Process Projects;
Coordination with International & Domestic Jurisdictions; and
“Collaborative Mechanisms” for Added Program Support.
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1. SELECT GUIDING PRINCIPLES FOR CONSIDERATION
As part of this rule-making process, we encourage ARB to support the inclusion of sector-based (including
REDD+) offset credits into California’s program as early as practical. Some of the design principles that
will be critical to the success of sector-based, including REDD+, offsets include: ensuring costcontainment; achieving real net reductions; and preserving the overall integrity of California’s program.
Simultaneously, ARB activities and decisions should ensure that all existing and potential regulation,
including those related to offset program improvements:





Avoid future potential for double-counting;
Avoid adversely impacting California’s current offset program;
Improve, rather than impede, program implementation and administrative efficiencies; and
Do not restrict future efforts for California to successfully link with other jurisdictions.

2. TRANSPARENT, ROBUST, AND ENFORCEABLE MRV FRAMEWORKS
By allowing sector-based offsets into California’s program, IETA trusts that ARB will ensure that
transparent, robust and enforceable monitoring, reporting and verification (MRV) sector-based
frameworks will govern their inclusion and compliance use. With this, we agree with Staff, ROW and other
stakeholders that California is well-positioned to allow credits from REDD+ credits from jurisdictional
and/or nested projects into its compliance market.
With respect to REDD+, California and partner jurisdictions would not be advised to “reinvent the wheel”
in terms of developing new MRV frameworks for jurisdictional and nested REDD+; nor should they adopt
bespoke (non-scalable) MRV approaches with individual states. Such a move could create market
uncertainty, limit global applicability, and potentially strand ongoing REDD+ projects. Instead, where
possible, ARB should tap existing global standards for bringing REDD+ supply into California.
There exist three broad initiatives, currently being led by Offset Project Registry (OPR) organizations and
summarized below, which California could look to as potentially generating early “wins” with the sector.
First, following a comprehensive three-year multi-stakeholder development process (including many of
California’s prospective partner jurisdictions), the Verified Carbon Standard (VCS) Jurisdictional and
Nested REDD+ (JNR) Framework was established. JNR, the world’s only accounting and crediting platform
for jurisdictional REDD+ programs, also establishes a clear pathway for the nesting of projects and
guarantees the permanence of credited reductions through the deep and diversified VCS buffer pool.
Moreover, as pointed to during ARB’s Public Workshop, Acre (Brazil) is already using JNR to account for
emission reductions and generate compliance-grade credits. Acre is also applying the REDD+ Social and
Environmental Standards to establish rigorous safeguards and ensure local communities benefit from the
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program. By using both best practice standards, Acre is arguably already meeting the carbon and socialenvironmental recommendations of California’s ROW.
Second, the Climate Action Reserve (CAR)’s Mexico Forest Protocol is broadly considered a highly
rigorous, project-level standard that is currently producing high quality credits from enhancements from
improved forest management, agroforestry, and reforestation. This sector-based accounting framework
is currently under development in Mexico.
Third, the American Carbon Registry (ACR)’s Nested REDD+ Standard provides technical guidance for
registration of REDD+ projects that are nested within a jurisdictional accounting framework. ACR’s Nested
REDD+ Standard builds on Winrock’s experience designing REDD methodologies for a broad range of
stakeholders. In addition, ACR’s REDD Methodology Modules can be used to account for methodological
components not otherwise addressed by a jurisdictional accounting framework.

3. CLEAR & WORKABLE PROCESS TIMELINES
As highlighted in IETA’s October 2015 initial submission to ARB on Potential 2016 Amendments to
California’ Cap-and-Trade Regulation, to ensure offset program functionality and efficacy administrators
must clearly define the offset project review and credit issuance process, including timelines and
regulatory compliance requirements. They also must clearly identify protocol development, modification,
verifier training schedules and processes.
We are encouraged by ARB’s ambitions to consider moving forward with a successful, first-of-its-kind
adoption of a California compliance REDD+ protocol, effective by 2018. However, if the Board approves
this near-term inclusion of sector-based offsets, a clearly-defined and transparently communicated
timeline and process regarding REDD+ protocol development, regulatory proceedings, stakeholder
reviews, verification training, etc. must be crafted and published as soon as possible.

4. CLEAR & CONSISTENT REGULATORY COMPLIANCE LANGUAGE
In numerous communications with ARB, IETA has articulated the market risks and challenges associated
with California’s current approach to offset invalidation. In addition to urging ARB to amend the Cap-andTrade Regulation to provide clarity on ARB’s invalidation investigation timing, process and overall
communications with stakeholders, we also encourages ARB to clearly articulate – via additional guidance
and/or harmonizing language across the regulation and compliance offset protocols - the definition and
boundaries for determining regulatory compliance for projects.
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5. ADEQUATE CAPACITY & RESOURCES TO PROCESS PROJECTS
In IETA’s October 2015 submission on Potential 2016 Amendments to California’s Cap-and-Trade
Regulation, we stressed the need for ARB to develop well-defined, transparent procedures and timelines
for all project application reviews and issuances. This matter could prove more urgent, and certainly more
relevant, should California introduce international sector-based and REDD+ offsets into the California
market.
As the workload under California’s existing offsets program builds over the coming years, ARB must ensure
that its offsets pipeline is not jeopardized by insufficient resources being devoted to the REDD+ effort at
the expense of existing projects; this particularly holds true for anticipated legal resource requirements.
In October 2015 alone, 75 Improved Forest Management projects were listed with OPRs taking the
number of “active projects” to over 300.
Should regulators approve REDD+ offsets, especially during the third compliance period, IETA strongly
encourages ARB to increase capacity to help successfully develop and implement one or more workable
compliance REDD+ protocol(s). Increased Staff capacity and bandwidth would help avoid diversion from
existing – and necessary – existing offset project activities.

6. COORDINATION WITH INTERNATIONAL & DOMESTIC JURISDICTIONS
Rigorous coordination and frequent, transparent communications between California and
(REDD+/Sectoral) Jurisdictions at all stages of program review, approval and issuance are critical to
success. Building implementation coherence and strong cross-border coordination and communications
should go beyond simply government-to-government engagement. Processes to embed regular and
constructive non-governmental engagement with project developers, experts, and other market
participants (on both “sides of the border”) should be top-of-mind.
Today’s highly-dynamic UNFCCC and “bottom-up” environment will be critical, yet challenging, for
California to navigate to 2020 and beyond. We increasingly see cross-over between domestic policies in
developing countries (UNFCCC non-Annex or international offset project “hosts”), including Brazil and
Mexico; and international post-2020 reduction pledges (e.g., UNFCCC Intended Nationally Determined
Contributions or INDCs) in both developing and developed countries. Should California-Quebec choose to
accept sector-based/REDD+ credits from developing countries, such as Brazil and Mexico, prospects of
future double-counting must be carefully monitored and avoided. Navigating these “bottom-up” and
“top-down” developments, and potential cross-overs, will require significant resources to draft, monitor,
and maintain regulatory language; actions that must be supported by focused and well-resourced
institutional and administrative capacities. IETA stands ready to support ARB in navigating these quicklyevolving policy and market landscapes.
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Closer to home, a key objective of California’s program is to encourage potential linkage with additional
US-Canadian jurisdictions. In our view, it appears that California’s trailblazing efforts are gaining traction
across a number of Canadian provinces (e.g. Ontario) and US states (e.g. Oregon, RGGI). If extending the
domestic reach of California’s program remains a priority goal, ARB should recognize how inclusion of
international sector/REDD+ offsets might enable or hinder these growing US-Canadian sub-national
linkage opportunities.

7. “COLLABORATIVE MECHANISMS” FOR ADDED PROGRAM SUPPORT
Based on IETA’s experience and engagement with regulators across a range of offset programs worldwide,
we believe that some of California’s existing offset implementation challenges – or future potential
challenges associated with the introduction of international sector-based and REDD+ credits – can be
properly assessed and ameliorated, provided the proper support mechanisms and additional multi-sector
resources are provided to ARB.
We recommend that California’s amended Cap-and-Trade Regulation allow for the creation of new offset
support mechanisms, such as a Multi-Sector Offsets Advisory Panel and Offsets Technical Working
Group(s). Should the recommendation be accepted, we further encourage ARB – likely in coordination
with ROW – to consider a Working Group 2.0 or standing advisory panel related to sector-based and
REDD+ offsets. For initial high-level thoughts on the potential role and mandates for these “collaborative
mechanisms” to support ARB, see IETA’s October 2015 Submission on Potential 2016 Amendments to
California’s Cap-and-Trade Regulation.

In Conclusion
Once again, IETA appreciates this opportunity to record our comments related to the potential inclusion
of sector-based, including REDD+, credits under California’s Cap-and-Trade Program. Our multi-sector
membership remains committed to supporting the successful growth and evolution of a fully-functional,
linkable California carbon market to help achieve the state’s climate goals in a cost-effective manner. If
you have any questions, or further clarification is required, please do not hesitate to contact IETA’s North
America Director, Katie Sullivan, at sullivan@ieta.org.
Sincerely,

Dirk Forrister
IETA President and CEO

5

IETA - Climate Challenges, Market Solutions
Geneva - Brussels - London - Melbourne - San Francisco - Toronto - Washington
www.ieta.org | @IETA | # MarketsMatter

Comment Overview

Navigate to Table of Contents

ABOUT IETA. For over 15 years, IETA has been the leading global voice of the business community on the
design, implementation and evaluation of flexible mechanisms to harness the power of markets and
private sector innovation to tackle climate change. Worldwide, our team and multi-sector membership
work closely with governments (sub-national, national, and UN levels), multi-laterals, leading academics,
and environmental groups to inform the design, expansion and overall functionality of these critical
mechanisms. Our 140+ member companies include some of North America’s - and the world’s – largest
power, industrial, and financial corporations, including leaders in oil & gas, electricity, manufacturing,
mining, chemicals, and paper. Members also include leading firms in: data assurance and certification;
brokering, trading and finance; engineering and clean technology; offset project development,
aggregation, registries; and legal and advisory services. www.ieta.org
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California Air Resources Board White paper
Comments by the Indigenous Environmental Network
Contact: Alberto Saldamando
The Indigenous Environmental Network is an international non-governmental organization
composed of grass roots indigenous communities and organizations located throughout Canada
and the United States, including California. We work with associated Indigenous organizations
and Indigenous communities in Central and South America, Africa and Asia, and the Pacific,
who inform our work. We have followed California’s climate change initiatives with great
interest, and with the well being and the rights of Indigenous Peoples well in mind.
Our forest dependent partners and communities have, as we do, great concerns about forest
offsets, particularly REDD+ type projects and programs that threaten their food security and food
sovereignty, the use of their forests for medicine, ceremony, their cultures and world views, their
identity and ways of life. They are put at great risk by REDD and REDD+.
We note that the White Paper cites meetings on forest offsets where Indigenous Peoples and their
organizations were in attendance ostensibly in support of forest offsets and REDD, in Barcelona,
Spain, and the consultations held in UC Davis, (the most recent in October 2015, in Sacramento
California). The White Paper also mentions international REDD Readiness projects and the
massive amounts of money, hundreds of millions of dollars spent by Norway and other counties
as well as the World Bank. Perhaps if funding were available to bring Indigenous communities
with real and negative experience with REDD+ projects to CARB meetings and consultations,
CARB might be better informed as to the real impact of REDD+ on Indigenous Peoples. We
would be glad to nominate representatives of these indigenous communities for consideration.
The Coordinator of Indigenous Organizations of the Amazon River Basin (COICA) is prominent
among those in attendance at these meetings. This large and important South American
Indigenous NGO, as the White Paper states, has, “declared their interest in and support of REDD
mechanisms that respect the rights of traditional forest-dwelling people, and have partnered with
research and environmental organizations in assessing GCF member inclusion of rights
recognition, participatory processes, benefits sharing, territorial security, and governance.”
It is noteworthy that COICA, in spite of years of participation in the international REDD+
process has as yet a REDD+ project in any of the communities it represents. Their demands are
specific and aspiriational. Their vision of REDD+ is one where all of their rights as recognized
by the United Nations Declaration on the rights of indigenous peoples (2007), as well as
International Labour Organization Convention No. 169 (!989) are fully recognized and
respected. This vision is fully outlined in the COICA publication, REDD Indigena Ambiental RIA. But the sad fact is that the Amazon basin governments, including MOU partner Acre,
Brazil, are not receptive to these aspirations. The same can be said of Mexico, and MOU partner,
Chiapas.
Essential to this vision are internationally recognized right of indigenous peoples includes their
self determination and the right to their ancestral lands. As one of the Indigenous participants at
the October 2015 CARB meeting reflected in responding to a question, a critical aspiration for
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REDD+ is that it will lead to the titling of their lands. But the Brazilian indigenous representative
also reflected that legislation recently introduced in Brazil would impede the recognition and
titling of indigenous lands. Indeed, Brazil has as yet to share with Amazonian indigenous
peoples, the benefits of funds received from the Amazon Fund.
The Indigenous Environmental Network is in full solidarity with these aspirations including the
right of Self Determination and all that the term implies internationally. We are also in solidarity
with the recognition and titling of Amazonian indigenous ancestral lands. We need ask if
California is willing to undertake the fulfillment of these aspirations within their REDD forest
offset program.
The Great REDD Gamble, a recent report by Friends of the Earth (FoE) pointed to the failures of
these aspirations in existing REDD+ projects:
“The most egregious of these is that by increasing the value of standing forests, REDD is
exacerbating existing tensions around land tenure and access to resources. It can also
impede ongoing efforts to resolve land tenure disputes [fn] as REDD presents
governments with an increasing financial incentive for the state to retain or assert
ownership. And,
“One common factor that emerges very strongly from these case studies is the
extraordinarily disruptive influence that REDD+ projects can have on Indigenous Peoples
and local communities, especially if people have not consented to the project in question
or been engaged in its design, or if there are existing uncertainties about land tenure. We
also found that REDD+ projects can trample over existing local knowledge, and interfere
with local food security.”
With regard to consent and engagement in design as mentioned by FoE, we recall that the
Chiapas representative described consultations held in Chiapas regarding REDD, as a one day
meeting where all of civil society, including business, land owners, environmental NGOs, local
governments and other non-indigenous representatives, as well as indigenous peoples, were
invited and attended. She reflected that this was done in the interests of democracy. But this kind
of democracy does not auger well for those indigenous communities directly affected.
The fact remains that much of the Amazon Forest loss is due to the expansion of cattle ranches,
large mono crop plantations and illegal logging where local government authorities are many
times complicit. As FoE points out, REDD generates land grabs and the violations of the rights
of forest dependent peoples where only the governments and the already rich benefit. But
questions of corruption and attenuate racism and the violence it continues to inflict on indigenous
peoples in these countries, particularly Mexico, remain the silent elephant in the room.
Under any international relationship it remains to the State and in this case of jurisdictional
forests offsets, to local government as well, and their willingness to recognize and title ancestral
lands, and the respect indigenous peoples’ self determination over those lands, territories and
forest resources. We have serious doubts that the State of California can guarantee those rights to
forest dependent peoples. Jurisdictional REDD has other purposes.
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Permian Global Research Ltd
Savoy Hill House
7-10 Savoy Hill
London WC2R 0BU
+44 (0)203 617 3310

To: California Air Resources Board Staff
Re: REDD+ offsets staff white paper
Date: November 16, 2015
Dear CARB Staff:
Thank you for the opportunity to participate in the early stages of the dialogue regarding the possibility
of inclusion of sector-based offsets, and REDD+ offsets in particular, in future compliance periods of
California’s cap-and-trade system. As one of the few global funds focusing on investing in and
developing REDD+ projects, we are well positioned to work with you on understanding the current state
of the science, evaluating different mechanisms for accomplishing the goals you have described, and
providing feedback from our experience on the ground developing the highest quality projects in the
world.
Permian Global was established as a for-profit conservation fund because we believe that investing in
forest conservation and restoration is the most critical (and least expensive) lever in the global attempt
to ward off catastrophic climate change; access to capital markets is necessary to achieve the scale
needed to meet the challenge; and market dynamics provide important discipline to ensure the best and
lowest-cost projects are rewarded. California’s ongoing effort to build a robust carbon market and to
work with and lead other jurisdictions in the establishment of their own carbon markets is
commendable, and based on this same basic market scale and efficiency theory we share. By
considering whether and how to allow REDD+ credits into the California carbon market, you are allowing
California to invest in, support, and in turn benefit from what may well be the most important asset in
the world – and you will achieve this goal at the lowest cost to California.
We have a few comments to offer on the white paper, but we wanted to start by noting that the CARB
staff has clearly done its homework. This is a complicated subject, and there are genuine and difficult
questions to address. The white paper is a reasoned and thorough synthesis, with important insights
about the direct impact of tropical forests on California’s climate and the need for low-cost offsets to
help with cost containment in the carbon market.
Because we recognize that there are a lot of complicated issues to work through, we start with one highlevel observation about the risk of locking into any given model now for how REDD+ projects will be
established and funded. The white paper notes the preference for a jurisdiction-based approach in any
possible future plan to admit REDD+ offsets into the California market, citing concerns about leakage
and an interest in large-scale impact. Both issues are obviously very important, but less obvious at this
point is how any one model best optimizes around each issue or the two issues in concert. If California
plans to bring jurisdictions into the system sequentially or in batches, we would encourage you to treat
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these opportunities as moments for experimentation, perhaps bringing in jurisdictions with different
approaches, provided that a universal (high) standard of quality is met. Our argument here is straightforward: variations on a jurisdictional approach are manifold, and until such time as the data make clear
that one approach trumps others in measurable, verified reductions in deforestation and degradation, it
would be unwise to preference the ease of a standardized approach over an experimental approach that
produces more meaningful outcomes. We are all still learning, and we should not prejudice that.
We say this in part because the stakes are high and the opportunity great, indeed much greater than the
white paper highlights. The paper cites an emissions figure for deforestation and degradation of
between 11-14% worldwide. We think recent analysis suggests the total mitigation value of forest
conservation and restoration is more like 33% (or more) of all mitigation opportunities. This is driven by
a) a total emissions calculation for deforestation and degradation of between 14-21% of total emissions
(vs. your 11-14% figure), which largely excludes emissions from peatlands and mangroves (meaning the
total emissions count is likely much higher, but the challenge in estimating those emissions requires
conservativism), and b) a forest carbon sequestration calculation of between 10-15% of all mitigation
opportunities, which we also think is likely conservative. 1 Added together, these numbers amount to 2436% of total carbon mitigation opportunity globally, which is the more useful way of viewing the data.
Simply put, every argument made for why California should look to tropic forest conservation and
restoration is strengthened considerably when the much larger, and much more realistic, numbers are
examined.
The sequestration discussion is one important data point that also gets to the question of how you
might think about designing the rollout of an entry for REDD+ credits. The white paper notes that the
ROW recommendations suggest not including activities like reforestation that enhance carbon stocks, at
least initially. While we acknowledge that there are challenges in capturing the reforestation side of the
calculus, we also argue that technologies and methodologies are rapidly improving, and that from a
policy standpoint we should absolutely seek to encourage robust this sequestration analysis as quickly
as possible – forest-based sequestration is, after all, the only known lost-cost “technology” available to
us to remove carbon from the atmosphere with anywhere near the speed and scale we need now, and
regrowth of degraded forests is likely the key lever in this sequestration effort. The challenges in
analyzing and valuing forest stock enhancement would seem to be a point of useful experimentation
amongst your partner jurisdictions. Our company is investing in forest regrowth strategies, and if we are
willing to take on the investment risk there and to work with the jurisdictions in which we operate to get
that effort properly verified, and to work with you to keep you updated on our progress, we would
encourage you to bringing in some of these “degradation” or “regrowth” credits as one element any
experimentation with jurisdictional approaches.
Regarding the proposed limitation on the use of REDD+ credits by covered entities, which we
understand to be capped at 4% of each entity’s obligation (i.e. 50% of the 8% limit on the use of offsets
generally by a covered entity), our only observation here is that high quality offsets should be able to
compete with each other on the basis of price and other relevant attributes. There may be
The best recent synthesis report laying out the science and numbers is “Tropical Forests: A Review,” published by
the Prince of Wales’s International Sustainability Unit and available here: http://www.pcfisu.org/wpcontent/uploads/2015/04/Princes-Charities-International-Sustainability-Unit-Tropical-Forests-A-Review.pdf.
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administrative or political reasons why such a limitation makes sense, but for the core reasons you have
identified in considering allowing REDD+ credits into the system – cost containment, preservation of
ecosystems relevant to California and the world at large, mitigation of climate risk, and leadership on
the issue – such a limitation would seem to run counter to the logic identified to support REDD+
inclusion. We believe our carbon credits are the highest quality the world and look forward to their
being allowed to compete head-to-head with other credits.
We offer the above as additional material to consider as this dialogue moves forward and, again, in the
spirit of congratulating you on the fine work to date. The white paper goes on to cite a significant set of
additional questions or problems to work through, and we offer our help and engagement where
valuable to that process. There are a number of fine developers of offset projects, but relatively fewer
REDD+ project developers, and even fewer companies like Permian Global operating on the ground in
many of the relevant jurisdictions and seeking to develop projects at a kind of scale where they would
have material impact on jurisdictional emissions and the California carbon market. To the extent our
perspective is useful, we look forward to future engagement with you.
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COMMENTS TO THE CALIFORNIA AIR RESOURCES BOARD WHITE PAPER AND WORKSHOP (OCTOBER 28, 2015)
ON “2015 CAP-AND-TRADE WORKSHOP ON SECTOR-BASED OFFSETS”
DR. DAVID SKOLE, DR. LARRY LEEFERS , AND JAY SAMEK
MICHIGAN STATE UNIVERSITY | GCF INDONESIA PROJECT
NOVEMBER 16, 2015

MSU is leading the 2015 - 2016 GCF Project in Indonesia that includes all six Indonesian Member
Provinces. The team from MSU also led the first GCF-Indonesia Project with East Kalimantan (2014 –
2015). Jay Samek attended the CA ARB workshop in Sacramento on October 28, 2015 and used that
opportunity to provide feedback to the CA ARB, as well. The comments here reiterate much of what Mr.
Samek said at the workshop, and, we hope, provide essential input as the CA ARB looks closely at the
technical details required for implementing jurisdictional REDD+ projects internationally and the
integration of such project GHG reductions as offset credit in the CA ARB cap-and-trade program.
REL: Reference Emission Levels
MSU recommends that the CA ARB look closely at the various implementation modalities for Reference
Emission Level. The ROW recommendations suggest one method, a 10-year historic average. One
alternative to the 10-year average is a linear trend extrapolation, and there are others. REL criteria
should be clearly defined: time period for baseline analyses, pools of carbon included, definition of
forest, level of data (Tier 1, 2 or 3 – as per IPCC), primary method and data used to determine activity
data and emission factors. Method for determining emissions: stock-difference or gain-loss. Such
specifics are mandatory if credible RELs are to be developed. Assigning a “one-size-fits-all” method to
each country/jurisdiction, however, is not recommended. MSU would be willing to participate in any
ARB technical workshop focused on REL.
MRV: Monitoring Reporting and Verification
The White Paper indicates the required us of a “stringent” measurement, monitoring, reporting and
verification (MRV) system and reports that the ROW recommends an MRV process be transparent and
include 3rd party verification (1 paragraph pp 27 – 28). The MRV presentation at the October 28th
workshop only provided an example of the potential use of LiDAR data for measuring carbon. LiDAR
does not offer an MRV system or process, it is only a tool for measuring carbon stock, and it has
questionable operational capacity, particularly in the international context.
MSU recommends that the ARB review methods for quantifying activity data and establishing emission
factors as well as identify potential operation protocols for assessing forest degradation and for
monitoring deforestation and degradation. In addition, MSU recommends that the ARB broaden its
view on MRV to align more closely with the International REDD Readiness efforts in GCF member states
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and countries. MRV encompasses much more than simply measurement of carbon stock. MSU would
be willing to participate in any ARB technical workshop focused on MRV.
Drivers of Deforestation and Degradation
The White Paper mentions the importance of drivers in the context of establishing the reference
emission level and in the context of minimizing leakage. Underlying and proximate drivers of
deforestation and forest degradation should be well documented, and more important, valid.
Erroneous assumptions and conclusions regarding the drivers can, at the very least, undermine potential
GHG reductions through planned interventions, and has the grave potential to cause great injustice to
local people. The analyses of the drivers should be tied closely to the analyses identifying land use land
cover changes and degradation used to determine reference emission levels. Methods that provide
spatially explicit “hot spot” maps where deforestation and degradation occur are essential for assessing
the drivers as well as identifying intervention strategies and then monitoring efficacy. MSU would be
willing to participate in any ARB technical workshop focused on Drivers.
Safeguards
Perhaps the most challenging and important aspect of developing sector-based off sets is how social
safeguards are handled. The White Paper indicates that the ROW recommendations ensure social
safeguards are in place. As noted, reporting of safeguards, sustainable management, and non-carbon
benefits of REDD should be addressed at COP 21. CA ARB should look closely at any forthcoming policy
direction and consider how to develop policy-consistent, enforceable safeguards at the subnational
level.
The White Paper and the ROW California-Acre-Chiapas Paper (Appendix A) mention REDD+ Social &
Environmental Standards (SES) and other standards. Consistent implementation of standards will
require robust detailed protocols, safeguards information systems, and capacity building. MSU would
be willing to participate in any ARB technical workshop focused on Safeguards.
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First Name: Laurie
Last Name: Williams
Email Address: williams.zabel@gmail.com
Phone Number:
Affiliation: Citizens Climate Lobby
Subject: Input on Process for Considering REDD offsets
Comment:
The workshop and presentations provided to date have given an
inadequate opportunity for those who have grave concerns about the
proposed REDD program to participate. Time should be scheduled for
parties with concerns about impacts on native communities in
developing countries, additionality, demand shifting that results
in deforestation to other locations, low carbon pricing and
perverse incentives to make presentations as well as to participate
by submitting written comments. CARB staff appear to have
prematurely become cheer leaders for this approach without
acknowledging the many serious problems associated with the
proposed approach to deforestation.
Please include me on all future communications regarding this
topic.
Among the concerns I would like to express and have CARB consider
further are:
1. Given the urgency of climate change, it appears that
international efforts to increase forest cover and carbon
sequestration must be in addition to reducing fossil fuel burning,
not instead of reduced fossil fuel use, as proposed here. The push
for full availability of offsets means that very few if any of the
required reductions in GHG emissions attributable to the current
AB32 cap and trade program would be actual fossil fuel emission
reductions in California as opposed to offsets.
2. Reduced deforestation assumptions regarding baseline would allow
profit taking in situations where deforestation continues. There
is no requirement for national increases in forest cover and carbon
sequestration to obtain incentive payments.
3. Additionality is unprovable because the price for offsets is not
known when a project begins and may be very low in the future, as
has happened in Europe's ETS. This volatility undermines any claim
that the project would not have occurred but for the offset price
and favors projects that represent the continuation of business as
usual, which will always be the least expensive projects.
4. Beginning this program will make it more difficult for
governments to appropriately regulate forest activities, as it will
create a huge group of people who seek to continue being paid to
continue this program run by for profit carbon traders, carbon
offset developers and carbon verifiers.
5. A subnational program maximizes opportunities for demand shift
to other locations with the result that a different forest is cut
and there is no net benefit from the program.
6. The program would interfere with international efforts to secure
a gradual and predictable increase in carbon prices worldwide,
which economists agree Would be the most effective way to insure a
rapid transition to cleaner energy. This program aims to keep
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carbon prices low, which can be done more efficiently with a floor
price and ceiling price for allowances.
7. Deforestation would be most effectively addressed by incentives
for national increases in total forest cover and sequestration that
are well funded and not linked to lowering carbon prices.
I request a response from CARB to each of these points and look
forward participating future consideration of this proposal.
Respectfully, Laurie Williams
Volunteer Citizens Climate Lobby
Williams.zabel@gmail.com
Oakland,CA

Attachment:
Original File Name:
Date and Time Comment Was Submitted: 2015-11-16 11:20:56
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NO to international offsets in California's Cap-and-Trade
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Carbon Market Watch submission to the California ARB,
regarding the use of REDD credits
16 November 2015

EXECUTIVE SUMMARY
Deforestation and forest degradation are significant contributors to global greenhouse gas emissions. To
help address the climate crisis, it is essential that emissions from deforestation and forest degradation
(REDD) are rapidly reduced and reversed, in time, through ecosystem restoration. One proposal to assist
in this aim is to include REDD in the California Cap-and-Trade system. The idea is that trading in credits
from REDD activities in areas such as Chiapas and Acre can contribute to reducing net emissions in the
state.
If California decided to go ahead in doing so, it would be the first compliance market to allow REDD credits
to be used to offset fossil emissions. Other compliance markets, such as the EU ETS, have been notably
reticent to include REDD, or other land use credits, in their trading schemes for a variety of reasons,
including the special characteristics of biological carbon, compared with fossil carbon.
Biological carbon is a much less secure store of carbon than fossil carbon (which has been stably stored in
geological formations for over 300 million years), and so operates in a far more dynamic part of the carbon
cycles, making its permanence highly questionable, especially in the context of climate change. Biological
carbon accounting is far less certain and more difficult and relies on projected baselines that require a lot
of estimations, or even guess work, across many variables to develop. With trade in wood and other forest
products often operating at a global level, the issue of leakage is considerable for forest credits. Carbon
leakage is the term used to describe emissions that occur outside an offset project boundary, that are
caused by, or attributable to, the offset project activity. For example, an offset project that prevents a
forest from being logged in one area could simply result in trees being harvested elsewhere. This can
potentially lead to the emission reductions benefit of an offset project being negated by increases in
emissions occurring elsewhere. If this occurs, then the overall result is no net atmospheric benefit. And in
the case of Acre in particular, Brazil has publicly stated that it does not consider double counting to be an
issue, so any credits removed from Acre would not be removed from the national registry, resulting in the
double counting of the emissions reduction effort, again, for no net atmospheric benefit.
In Carbon Market Watch’s view, and for the reasons outlined in this submission:
1. The California Air Resources Board should reject the use of REDD+ offset credits in the state’s Capand-Trade program on the following grounds:
o Fossil carbon and biological carbon cannot be considered to be fungible, as they are
fundamentally different in the ways that they move through the biogeosphere, and thereby
have fundamentally different properties
o Accounting for fossil carbon is more exact and relies less on estimates, such as for tree density
and carbon content and from inadequately detailed remote sensing data. It also requires less
of the expensive groundtruthing that forests require to try and address these considerations
o Projecting baselines for forest carbon has unacceptably high uncertainties against which to
generate plausible credits: it relies on projecting historical data across many complex variables
into the future to produce a counter-factual business-as-usual scenario against which the
emissions reductions can be calculated
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Fossil carbon is geologically stable and therefore permanent; reducing emissions by not
burning these resources ensures permanence of carbon storage. Forest carbon is subject to
reversibility through human impacts (agricultural expansion, logging), and climate impacts
(greater risks of fires through forest drying, risks of reversals through insect attacks)
o Leakage can occur locally, nationally, regionally or internationally and is notoriously difficult
to quantify. Between 0-95% of the emissions avoided by a REDD+ project can be emitted
elsewhere
o Double counting is a significant risk and will lead to no net climate benefit from the purchase
of any credit claimed by a purchaser and not removed from the host country inventory
2. To contribute to providing finance for REDD initiatives, the ARB could consider establishing a levy
on trading of credits, such as the 2% levy of the Climate Development Mechanism that helps to
finance the Adaptation Fund

INTRODUCTION
Forests cover about 30% of the global land area, a total of 4 billion hectares1 (FAO, 2010). Between 1990
and 2000, over 8 million hectares of forests were lost per year, and deforestation and forest degradation
continues, leading to about 12% of global greenhouse gas emissions coming from this source2.
To help address the climate crisis, as well to sustain the broader goods of the forests, including biodiversity
conservation, and soil and hydrology protection, it is essential that emissions from deforestation and
forest degradation are stopped.
The question then arises on what is the best means to raise the finance to address the drivers of
deforestation. One proposal has been to include land use/ forest carbon in the carbon markets, treating
it as fungible with fossil carbon.
As well as questioning whether that basic fungibility assumption, this submission also outlines our
concerns regarding technical considerations, such as additionality and baseline setting, permanence,
leakage and the potential for corruption and perverse incentives. Some concerns regarding double
counting of credits are also outlined.

Why fossil and biological carbon are not fungible
In terms of what the atmosphere sees at a given point in time, a tonne of greenhouse gas is indeed a
tonne: the interaction of solar radiation with a tonne of a given GHG is the same regardless of its source,
and this is the foundation for accounting for what is emitted into the atmosphere, or absorbed by sink.
However, this is a very incomplete view of the carbon fluxes from the different sources and sinks across
the different carbon cycles; in particular, it ignores the timescales for fluxes in different parts of the overall
carbon cycle. This is important for any consideration of fungibility between the cycles.

1

FAO (2010) Global Forest Resources Assessment. Main report

2

van der Werf, Morton DeFries, Olivier, Kasibhatia, Jackson, Collatz and Randerson, 2009, CO 2 emissions from

forest loss, Nature Geoscience, 2, 737-738
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Biological and fossil parts of the carbon cycle operate in different cycles, on different timescales.3
The fossil carbon found in fossil fuels was mostly laid down in the carboniferous period 359.2 to 299
million years ago, and is only now being released through their anthropogenic use. The large
scale weathering of carbon back into the geosphere takes place also on geological time scales (thousands
to millions of years).
In contrast, the fluxes of carbon through the biosphere operate over much shorter timescales than the
geological ones, allowing rapid emissions - through land use changes, fires, insect attacks and reactions
to rising temperatures. Photosynthesis allows uptake of CO2 over a period of years, instead of millions of
years: indeed it is the photosynthetic cycles of the northern boreal forests that does much to explain the
annual fluctuations in atmospheric CO2 in the famous Moana Loa graph of atmospheric CO2
concentration4:

3
4

http://www.climate-change-knowledge.org/uploads/EPA_long_4_fossil_2.png
nl.wikipedia.org
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This difference in timescales, and its policy implications, is something well recognized in earth science, but
not so among climate policy makers. For instance, a recent paper5 stated:
“We bookkeep fossil fuel and deforestation carbon separately, because the larger fossil fuel term
is known more accurately and this carbon stays in the climate system for hundreds of thousands
of years. Thus fossil fuel carbon is the crucial human input that must be limited”.

Additionality and baseline setting
Offsets should represent greenhouse gas (GHG) emission reductions or removals that exceed any
greenhouse gas reduction or removals otherwise required by law, regulation or legally binding mandate,
and that exceed any greenhouse gas reductions or removals that would otherwise occur in a conservative
business-as-usual scenario. This concept is commonly referred to as “additionality”.
Additionality is difficult to establish for all types of offset projects but is particularly challenging for many
REDD projects. This is because REDD projects do not reduce emissions. Instead REDD projects avoid
emissions, meaning they avoid the emissions that would have been created if the forest had been cut
down. Determining if a forest would have indeed been cut down if it had not been turned into an offsetting
project is in many cases difficult or impossible.
The baseline defines how much carbon would have been emitted without the offset payment.
Determining how many emissions are avoided requires assuming a counter-factual business-as-usual
scenario against which the emissions reductions can be calculated. This scenario is usually determined by
using historical data and then extrapolating into the future. Such baseline modeling is the Achilles heel of
REDD+ offsets, as very large amounts of offsets can be generated by creative modeling.

Permanence
Because of the potentially rapid fluxes in biological carbon, relying biological carbon emission reductions
to offset fossil carbon carries real risks of reversibility, so that biological carbon stocks rapidly get released
to the atmosphere. A recent study6 found that for every degree Celsius of warming, the Amazon and other
tropical forests will release 53 ±17 billion tonnes of carbon. Intended Nationally-Determined
Contributions pledged into the UNFCCC so far, if implemented, would imply warming of a concerning
2.7ºC. Further, another recent study7 found that many forests won’t be able to absorb as much CO2 as
previously projected, as they’ll have a shortage of another vital nutrient: nitrogen. The IPCC8 also noted
“Carbon stored in terrestrial ecosystems is vulnerable to loss back to the atmosphere, resulting from
increased fire frequency due to climate change and the sensitivity of ecosystem respiration to rising
temperatures”. Not burning fossil fuels is a permanent means of not increasing atmospheric loading of
CO2.
In the CDM, eligible land use, land use change and forestry (LULUCF) activities have tried to overcome the
permanence issue by issuing temporary Certified Emissions Reduction (tCER) credits, but these have

5

Eg Hansen, Kharecha, Sato, Masson-Delmotte, Ackerman, Beerline, Hearty, Hoegh-Guldberg, Hsu, Parmesan,
Rockstrom, Rohling, Sachs, Smith, Steffen, Van Susteren, Karina, Zachos, 2013, PLOS ONE, Assessing ‘Dangerous
Climate Change’: Required Reduction of Carbon Emissions to Protect Young People, Future Generations and Nature:
6
Cox, Pearson, Booth, Friedlingstein, Huntingford, Jones, Luke, 2013, Nature, Sensitivity of tropical carbon to
climate change constrained by carbon dioxide variability
7
Meiyappan, Jain, House, 2015, Global Biogeochemical Cycles, Increased influence of nitrogen limitation on
CO2emissions from future land use and land-use change.
8
IPCC, 2014, Working Group 2: Impacts, Adaptation and Vulnerability
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proved unpopular in the marketplace: afforestation and reforestation (A/F) projects represent 0.8% of the
total number of projects to date9.

Leakage
‘Carbon leakage’ describes emissions that occur outside an offset project boundary, that are attributable
to the project activity. An offset project that prevents a forest from being logged in one area could simply
result in trees being harvested elsewhere, potentially leading to the emission reductions benefit of an
offset project being negated by increases in emissions occurring elsewhere. Leakage occurs when REDD+
activities do not address the underlying drivers of deforestation but focus on enforcement of protection
of an area.
Leakage can be primary (‘activity-shifting’), caused by people living in the immediate surroundings of a
REDD+ project, and secondary (‘market’) leakage caused by outsiders, induced by price changes10. Primary
leakage occurs, for example, if local, illegal charcoal producers move to another forest to continue their
production after enforcement in a REDD+ area is increased. Secondary leakage occurs, for example, if
cattle exports from one area reduced due to REDD+ and as a result investors start to push cattle expansion
in other forest areas worldwide. Leakage is notoriously difficult to quantify.
Research shows that market leakage rates for REDD+ projects addressing commercial drivers can vary
tremendously: between 0-95% of the emissions avoided by a REDD+ project can be emitted elsewhere1112.
One researcher pointed out that: “We thus do not really know how large REDD leakage is” and “asking for
credible leakage estimates or leakage-proof design recipes is premature. It is helpful to play around with
the numbers, but prediction ranges remain unacceptably wide”13. Leakage can be especially problematic
for REDD+ projects avoiding illegal, commercial timber production by increasing enforcement, as the
illegal loggers cannot be monitored and can be expected to move to other forest areas quickly. High levels
of leakage can nullify all emission reductions from REDD+ projects.

Double Counting
With developing countries as well as developed countries taking on Nationally-Determined Commitments
under the Un Framework Convention on Climate Change, defining which emissions reduction belongs to
which country becomes increasing complex. Under the Kyoto Protocol, developed countries had targets
and could buy credits from developing countries mitigation activities. Since developing countries had no
specific targets to meet, there was no double counting of these credits. However, with developing
countries taking on mitigation commitments, whether economy wide or across certain sectors only, there
is a risk that if credits are issued from these sectors where obligations exist, but that they are not
subtracted from the national green house gas registry, then the credits are double counted, while only
yielding climate benefit (as best) once.
9

http://www.cdmpipeline.org/cdm-projects-type.htm
Aukland, L., Costa, P. M., & Brown, S. (2003). A conceptual framework and its application for addressing leakage:
the case of avoided deforestation. Climate Policy, 3(2), 123–136. doi:10.3763/cpol.2003.0316
11
Sathaye, J. A., & Andrasko, K. (2006). Special issue on estimation of baselines and leakage in carbon mitigation
forestry projects. Mitigation and Adaptation Strategies for Global Change, 12(6), 963–970. doi:10.1007/s11027006-9057-2
12
Gan, J., & McCarl, B. A. (2007). Measuring transnational leakage of forest conservation. Ecological Economics,
64(2), 423–432. doi:10.1016/j.ecolecon.2007.02.032
10

13

Wunder, S. (2008). How do we deal with leakage. Moving ahead with REDD: issues, options and
implications, 65-75. Bogor, Indonesia. CIFOR.
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This is especially concerning for the California ARB’s intrest5 in using credits from Acre. Brazil has publicly
stated that it does not believe double counting is an issue, and that it will not subtract sub nationallytraded emissions units from its national inventory. This means that credits purchased from Acre will still
count towards Brazil’s economy-wide target and so will have no worth as emissions reductions. Unless
there are obligations for such accountancy to be mandatory, there is a significant risk that this will be an
issue from other host countries also.

RECOMMENDATIONS
In Carbon Market Watch’s view, and for the reasons outlined in this submission:
1. The California Air Resources Board should reject the use of REDD+ offset credits in the state’s
Cap-and-Trade program on the following grounds:
 Fossil carbon and biological carbon cannot be considered to be fungible, as they are
fundamentally different in the ways that they move through the biogeosphere, and
thereby have fundamentally different properties.
 Accounting for fossil carbon is more exact and relies less on estimates, such as for tree
density and carbon content and from inadequately detailed remote sensing data, than
does forest carbon. It also requires less of the expensive ground truthing that forests
require to try and address these considerations
 Projecting baselines for forest carbon has unacceptably high uncertainties against
which to generate plausible credits: it relies on projecting historical data across many
complex variables into the future to produce a counter-factual business-as-usual
scenario against which the emissions reductions can be calculated
 Fossil carbon is geologically stable and therefore permanent; reducing emissions by not
burning these resources ensures permanence of carbon storage. Forest carbon is
subject to reversibility through human impacts (agricultural expansion, logging), and
climate impacts (greater risks of fires through forest drying, risks of reversals through
insect attacks)
 Leakage can occur locally, nationally, regionally or internationally and is notoriously
difficult to quantify. Between 0-95% of the emissions avoided by a REDD+ project can be
emitted elsewhere
 Double counting is a significant risk and will lead to no net climate benefit from the
purchase of any credit claimed by a purchaser and not removed from the host country
inventory
2. To contribute to providing finance for REDD initiatives, the ARB could consider establishing a levy on
trading of credits, such as the 2% levy of the Climate Development Mechanism that helps to finance
the Adaptation Fund

Contact:
Dr Katherine Watts, Global Climate Policy Advisor, Carbon Market Watch
katherine.watts@carbonmarketwatch.org
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First Name: Alcilene
Last Name: Souza
Email Address: alcilene@sema.mt.gov.br
Phone Number: 5565 36137258
Affiliation: Secretaria de Estado do Meio Ambient MT
Subject: Suggestion regarding the recommendations on the staff White Paper
Comment:
The State of Mato Grosso has a suggestion regarding the
recommendations on the staff white paper (page 34) on the issue of
additionality:
“Regarding additionality below the baseline of 5%, we suggest that
this issue be reviewed again. Conserving tropical forests is a
gigantic effort. Besides the large amount of pressure on forest
resources, there are not sufficient public budget allocations to
remunerate local communities for important environmental services,
nor are there effective economic instruments for curbing
deforestation. Thus, restricting the ability to generate credits
would further restrict the few funding opportunities for forest
conservation and the Cap-and-trade program in California, which is
one of the few existing opportunities.”

Attachment:
Original File Name:
Date and Time Comment Was Submitted: 2015-11-16 09:00:52
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Public comment to the State of California Air Resources Board (CARB)
Subject: CARB Staff White Paper 'SCOPING NEXT STEPS FOR EVALUATING THE

POTENTIAL ROLE OF SECTOR-BASED OFFSET CREDITS UNDER THE
CALIFORNIA CAP-AND-TRADE PROGRAM, INCLUDING FROM
JURISDICTIONAL “REDUCING EMISSIONS FROM DEFORESTATION AND
FOREST DEGRADATION” PROGRAMS'

16. November 2015
Dear Sirs,
Please find below my comments regarding the California Air Resources Board (CARB)
proposal for inclusion of offset credits resulting from jurisdictional REDD+ activities into the
California cap-and-trade scheme.
I understand that this is not a formal regulatory process and that the CARB is not obligated to
respond to or even duly consider the issues raised in the submissions. I therefore limit my
comments to issues already raised by submissions earlier on in the process and reiterate the
questions already submitted online during the 28 October 2015 public workshop as these
remained by-and-large unaddressed.
Should you wish further information on the issues raised below, please feel free to contact
me.

1

Double counting will be most likely outcome if California included REDD+
offset credits from Acre, Brazil, in its cap-and-trade scheme

On page 27, the Staff White Paper notes that "One ton of CO2e reduced can only be counted
once to be real. To diminish the possibility of double counting, the REDD Offset Working
Group recommends establishing clear laws regarding who owns REDD emission reductions.
Furthermore, if a national REDD program is envisioned, the REDD Offset Working Group
recommends that the national government publicly acknowledge the subnational program so
as to avoid double counting on that front."
The Brazilian federal government has announced that it will not recognize sales agreed by
subnational entities in Brazil in their UN carbon balance sheet. In this context, how will the
CARB regulations be able to prevent double-counting of any REDD+ credits that entities
covered by the California cap-and-trade scheme might buy from Acre considering that the
transfer will not be recognized by the national sovereign, Brazil, and that in turn, Brazil is
considering inclusion of these reductions in its own carbon accounts submitted to the UN?
In late September, Brazil presented its new climate plan (INDC to the UNFCCC) which
promises the country’s emissions will be 37 percent lower in 2025 than they were in 2005,
with a further decrease of 6 percent by 2030. Wording in the document explicitly prevents
other countries from using those units to offset their own emissions. Adriano Santhiago de
Oliveira, Director of the Environment Ministry’s Department of Climate Change, reiterated
the federal government’s longstanding view that international funding for programs that slow
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deforestation (“REDD+”) should be performance-based, but not offset-based. He added that
the federal government would not interfere with emerging REDD initiatives between
individual Brazilian states and states abroad, but he reiterated that the federal government
would also not recognize those offsets in its national carbon accounting. Specifically, he
said: “The US state of California and the Brazilian state of Acre can do what they want, but
we will not recognize the use of these units in the federal carbon accounting of other
Parties to the UNFCCC. That means if the US federal government wants to count results
coming from these kinds of projects, we are not going to recognize this.”
If the CARB regulation were to honour the recommendation of the Staff White Paper that
where "a national REDD program is envisioned, […] the national government publicly
acknowledge the subnational program so as to avoid double counting on that front," would
CARB not have to exclude any REDD+ credits from Acre as long as there is such a clear and
unambiguous confirmation from the Brazilian federal government that it will count the same
reductions in its own national carbon accounts?
On page 43, the White Paper further notes that "any subnational program must of course fit
within the construct of the applicable national legal structure, including any submitted
INDC." [emphasis added]
How does the CARB see its proposal to go ahead with recognizing REDD+ offset credits
from Acre "fit within the construct of the applicable national legal structure" or the
"submitted INDC" of Brazil?
During the 28 October 2015 public hearing, the suggestion was made, that perhaps REDD+
offset credits from Acre could be used for the period up to 2020, i.e. before a new UN climate
agreement would come into force, should such an agreement emerge from the Paris COP21
talks and include targets for emissions from land-use in tropical countries – and that this
might be a way to prevent double-counting.
No details, however, were provided about how this might possibly work unless any buyer of
such a REDD+ credit would be required to replace their REDD+ credit from Acre with
another offset credit after 2020. As the CARB must be aware, there is a major mismatch of
the time horizons of fossil and terrestrial carbon in relation to climate change. This was one
of the reasons why forest-related offsets were not included in the Kyoto Protocol's Clean
Development and credits from tree planting activities that were eligible to the CDM received
only temporary CDM credits that the buyer needed to replace after the credit time limit
expired.
For the theoretical compensation to take effect that an offset credit is assumed to provide, the
carbon storage represented by the REDD+ credit from Acre must be ensured for a minimum
of 99 years – the average time set by the Intergovernmental Panel on Climate Change that a
CO2 molecule released from fossil deposits will reside in the atmosphere, and hence interfere
with the climate. Hence, for the calculation to be valid, a credit, even if purchased before
2020, would still have to be taken out of the Brazilian forest carbon inventory if the REDD+
action that created the credit took place after 2005 – the start of the historic reference period
for the forest carbon accounting sheet in Brazil's INDC.
Many other complications would arise, for example in relation to the agreement Acre has
already signed with the German Development Bank KfW. How would the projections made
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there for reductions up to 2020 that the Acre government is receiving funding for, be affected
by a potential additional jurisdictional REDD+ agreement. Would the assumptions about
reductions only being possible with KfW funding remain valid, or would the Acre government
in effect be paid twice for making the same reductions?

2

REDD mechanism proven incapable of 'reduction of deforestation at large-scale'

Both the Staff White Paper and the presenters at the 28 October 2015 public workshop
referred to REDD+ as a mechanism that can help achieve 'reduction of deforestation at largescale'. However, no evidence or references were provided for whether this is apparent
assumption is borne out by experience with REDD+ to date.
Analysis of this experience to date, by contrast, supports the growing recognition that
REDD+ is by design not capable of fostering 'reduction of deforestation at large-scale'.
Certainly, REDD activities have not been able to "recognize forests more standing than cut"
in the context of current prices for REDD+ offsets; the World Bank and the German
development bank KfW's pilot programmes are averaging USD 5 per tonne of CO2 saved
from REDD+ activities.
Ecosystem Marketplace strongly favours market-based approaches to forest conservation.
Staff member Steve Zwick wrote about REDD in a profile about a REDD+ project developer,
"REDD didn’t create an incentive to save forests, because anyone who responded to purely
economic incentives would opt for palm oil. What REDD did create was a financing
mechanism that might make it possible for people who wanted to save the forest to do so."
[Emphasis added] http://www.ecosystemmarketplace.com/articles/todd-lemons-ecosystementrepreneur/
If the CARB concurs with these assessments – also confirmed in a multi-year monitoring
study by the Center for International Forestry Research (CIFOR) – that REDD+ is the wrong
instrument to tackle large-scale deforestation for expansion of highly profitable production of
agricultural export crops such as soy, palm oil or cattle ranching, what contribution would
inclusion of REDD+ credits into the California cap-and-trade scheme make to halting forest
loss? Which causes of large-scale deforestation does the CARB in this context envisage that
REDD will be able to tackle?
3

CARB bias towards inclusion of international REDD+ credits into the California
cap-and-trade scheme?

Both the Staff White Paper as well as the slides prepared for the 28 October 2015 workshop
and the choice of those invited to present as civil society and indigenous peoples their views
on the topic give the impression of a bias of the CARB staff in favour of inclusion of
international REDD+ credits into the California cap-and-trade scheme. Slide Nr. 34 of one of
the two presentations made available by CARB staff ahead of the public workshop lists those
calling on the government of California to include forest-based offsets. However, letter(s)
rejecting this proposal were not presented in a comparable fashion. The same bias is apparent
throughout much of the Staff White Paper, both in terms of choice of wording and language
as well as in the choice of the references cited.
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Why are critical contributions not worth acknowledging in a similar fashion as the ones
calling for inclusion of international forest offsets into the California cap-and-trade scheme?

4

Lack of evidence for "robust community-based REDD+ projects"

Several speakers at the 28 October 2015 public workshop made reference to "robust
community-based REDD+ projects." Two points would appear worthy of consideration
before the CARB makes a decision to further pursue inclusion of REDD+ credits into the
California cap-and-trade scheme. First, there seems to be a confusion between individual
REDD+ projects and jurisdictional REDD+ programmes. The Staff White Paper emphasises
that it favours jurisdictional REDD+ programmes as counterparts for delivery of international
REDD+ credits.
What information does the CARB have that would substantiate the assumption that
jurisdictional REDD+ will also benefit "robust community-based REDD+ projects"?
Second, while emphasising their endeavour to support "robust community-based REDD+
projects", presenters at the public workshop did not cite any specific projects that they
believed would fit their understanding of a "robust community-based REDD+ project".
I have over the course of the past 10 years visited many locations that host what is marketed
as 'model REDD+ projects', many of them certified. Sadly, I have yet to come across a
REDD+ offset project that has not caused or exacerbated inter- or intra-community conflict
and hardship or failed to fulfill most of the promises made to community members about
benefits and jobs. This also is true for some of the examples presented during the public
workshop. Many of these examples are included in a publication by the World Rainforest
Movement, titles REDD: A Collection of conflicts, contradictions and lies.
Could the CARB specify at least some specific existing REDD+ projects that have not caused
conflicts locally or failed to fulfill promised made about benefits and jobs? Or failing that,
what existing REDD+ projects would satisfy the CARB description of "robust communitybased REDD+ projects"?

Sincerely,
Jutta E. Kill
Biologist
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Mudança climática e economia verde:
o que é feito em nome do clima?
Colocam essa questão do aquecimento global como um terror psicológico para as cabeças
das pessoas. Como se apenas os seringueiros preservando a floresta fosse suficiente para
resolver o problema do clima do mundo. No ano passado eu disse para uma promotora de
justiça do meio ambiente que compreendo que existe uma alteração do clima, mas não somos
só nós, população tradicional, deixando de cultivar nossa roça de subsistência, para a qual
queimamos apenas uma vez por ano, que vai resolver a situação.
O impacto dessas políticas é a perda de todos os direitos que os povos têm como cidadão.
Perdem todo o controle do território. Não podem mais roçar. Não podem mais fazer nenhuma
atividade do cotidiano. Apenas recebem uma bolsa para ficar olhando para a mata, sem poder
mexer. Aí, tira o verdadeiro sentido da vida do ser humano.

Winnie Overbeek

Trabalhadora Rural
Acre, setembro de 2013
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APRESENTAÇÃO

E

ste Relatório é resultado da Missão de Investigação
e Incidência da Relatoria Nacional de Direito Humano ao Meio Ambiente (RDHMA) sobre violações de direitos decorrentes das políticas de economia verde no estado do Acre. A Missão aconteceu
durante os meses de setembro, novembro e dezembro
de 2013. Além de visitas em campo, a Relatoria coletou informações através de entrevistas a sujeitos públicos e representantes de organizações da sociedade
civil; e de estudos de documentos de órgãos estatais e
empresariais, instituições de financiamento, organizações da sociedade civil e entidades de pesquisa sobre a problemática.
A RDHMA integra o projeto Relatorias Nacionais em
Direitos Humanos da Plataforma Brasileira de Direitos
Humanos Econômicos, Sociais, Culturais e Ambientais
(Dhesca). A Plataforma é uma rede de organizações da
sociedade civil que busca fortalecer uma cultura de direitos humanos e incidir para a reparação de violações.
O projeto Relatorias foi implantado em 2002 e se institui como instrumento de exigibilidade dos direitos
humanos no Brasil. Seu objetivo é contribuir na efetivação dos direitos humanos, tendo como referência a
Constituição Federal e os instrumentos e mecanismos
formais, domésticos e internacionais de proteção a esses direitos. De modo geral, a ação das Relatorias é definida mediante um plano de trabalho cujas prioridades são elencadas a partir de denúncias de violações
recebidas e de demandas de entidades-membro ou parceiras da Plataforma Dhesca.
A priorização desta Missão teve como base as denúncias dos seguintes coletivos locais, nacionais e internacionais: Conselho Indigenista Missionário (Cimi); Federação do Povo Huni Kui do Acre (Fephac); Movimento
Indígenas Unificado (MIU), do Acre; Núcleo de Pesquisa Estado, Sociedade e Desenvolvimento na Amazônia
Ocidental (Nupesdao), da Universidade Federal do Acre
(Ufac); Sindicato de Trabalhadores e Trabalhadoras Rurais de Xapuri (STTRX); Rede Brasil sobre Instituições
Financeiras Multilaterais; Amigos da Terra Brasil; e Movimento Mundial pelas Florestas Tropicais.
A discussão articulada entre economia verde e direi-
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tos humanos também foi provocada por uma das parceiras da Plataforma, a Rede Brasileira de Justiça Ambiental
(RBJA), tendo em vista preocupações com as soluções
de mercado para problemas socioambientais.
Cientes dos desafios para efetivar a democracia no
Brasil, a Relatoria e a Plataforma acreditam ser necessário instituir espaços que reverberem as múltiplas vozes, os sujeitos e agentes sociais envolvidos em conflitos
socioambientais, entendidos como aqueles em torno da
apropriação, do uso e da significação do território. Reconhecem, porém, que o acesso desigual às instituições
públicas, às informações e às possibilidades de diálogos com a sociedade é um dos principais entraves para a garantia dos direitos humanos. Desse modo, assumem a opção de valorizar e legitimar os testemunhos
e as vivências de grupos locais historicamente excluídos dos processos decisórios que, portanto, enfrentam
maiores dificuldades para terem suas queixas e demandas ouvidas, compreendidas e atendidas pelo Estado e
pela sociedade.
A novidade e complexidade da economia verde como
um tema de interesse público, expressão de significados
e implicações ainda controversos, que busca tratar da incorporação de práticas relacionadas ao conceito de desenvolvimento sustentável aos processos econômicos,
exige contextualizar, tanto quanto possível, as políticas e
as iniciativas vinculadas a ela e que dialogam com a realidade do Acre. A complexidade da problemática está relacionada também com seus vínculos com a macropolítica e macroeconomia; seu caráter internacionalista; a
distância e presença reais nos territórios; e a baixa apropriação da sociedade, de modo geral, acerca do tema.
Entendendo o papel do Estado no cumprimento de
seu dever de garantir os direitos humanos e no exercício democrático do poder institucionalizado, a Relatoria, após analisar o conjunto das informações reunidas, propõe Recomendações e medidas públicas a
serem tomadas para proteger os grupos em situação
de vulnerabilidade. Nesse caso, são vulnerabilidades
decorrentes dos conflitos socioambientais e de suas
relações com a economia verde, detectados nos territórios visitados.

Comment Overview

Navigate to Table of Contents

Agradecemos às organizações, aos coletivos e às comunidades locais que conosco partilharam conhecimentos sobre a realidade no Acre e o contexto onde
ela se insere; às outras organizações que, de diferentes formas, apoiaram esse trabalho, como a Comissão
Pastoral da Terra (CPT), Rede Brasil sobre Instituições
Financeiras Multilaterais, Movimento Mundial pelas

Florestas Tropicais, Movimento dos Trabalhadores Rurais Sem Terra do Paraná (MST-PR), à Fundação Rosa Luxemburgo; aos agentes públicos locais e nacionais
e às Organizações Não Governamentais (ONG) nacionais e internacionais que atuam com o tema da economia verde, por nos terem recebido e exposto seus pontos de vistas.

Google Earth

Mapa1: Municípios e projetos visitados pela Relatoria - Acre

Localizado no sudoeste da região Norte, o estado do Acre é considerado uma referência mundial
na execução de políticas e mecanismos de economia verde
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O conceito de economia verde está relacionado com o desenvolvimento
e intercâmbio de tecnologias e instrumentos de mercado como soluções
para enfrentar a atual crise ambiental
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RESUMO EXECUTIVO

N

os meses de setembro, novembro e dezembro de
2013, a Relatoria do Direito Humano ao Meio
Ambiente (RDHMA), da Plataforma Dhesca, realizou uma Missão de Investigação e Incidência no estado do Acre sobre a problemática da economia verde e
seus efeitos políticos e territoriais. Este tema chegou à
Relatoria logo após a Conferência das Nações Unidas
sobre Desenvolvimento Sustentável, a Rio + 20, realizada em 2012, no Rio de Janeiro, quando ganhou maior
relevância política e midiática. O conceito de economia
verde é considerado controverso e indefinido por alguns, mas observamos que ele está relacionado com o
desenvolvimento e intercâmbio de tecnologias e de instrumentos de mercado como soluções para enfrentar a
atual crise ambiental.
Na ocasião da Rio + 20, organizações da sociedade
civil, dentre elas a Rede Brasileira de Justiça Ambiental
(RBJA), e movimentos populares posicionaram-se criticamente a respeito desse tema. Eles argumentaram que
iniciativas ligadas à economia verde são incapazes de enfrentar as causas estruturais da degradação; penalizam
as populações historicamente prejudicadas pelas injustiças socioambientais; e transformam as crises ambientais
em possibilidades de acumulação de capital, em detrimento dos direitos das populações e das necessidades de
conservação ambiental.
Entre as políticas que estão sendo implementadas estão as que se baseiam no Pagamento por Serviços Ambientais (PSA), em geral, e, mais especificamente, os mecanismos de Redução de Emissão por Desmatamento e
Degradação (Redd+). Vale ressaltar que, no debate internacional, o entendimento sobre o Redd foi se ampliando
e, atualmente, inclui, além de ações em torno do desmatamento e da degradação, investimentos públicos e privados em manejo, conservação e aumento de estoque de
carbono florestal. Para evidenciar essa ampliação, adiciona-se o “+” à sigla “Redd”. Essas políticas estão sendo
discutidas e negociadas tanto em espaços internacionais
como nacionais e subnacionais. Alguns exemplos são: as
negociações no contexto da Convenção-Quadro das Nações Unidas sobre Mudanças Climáticas (CQNUMC),
em que o Redd+ é visto como um dos mecanismos que

pode ser incluído no próximo acordo mundial sobre o
clima, que pode ser anunciado durante a realização da
Conferência das Partes (COP) da CQNUMC, em Paris,
no final de 2015; e as propostas que se baseiam no PSA
no contexto da Convenção Sobre Diversidade Biológica (CDB), também das Nações Unidas. Já a proposta de
“Pagamento por Serviços Ecossistêmicos”, construída a
partir do PSA - que envolve “serviços” associados à ação
do ser humano para a conservação ou recuperação da
natureza -, se diferencia por incluir benefícios providos
pelo funcionamento dos ecossistemas, sem a interferência humana, como a produção de alimentação, o fornecimento de água e o controle do clima. São esquemas mais
complexos que tratam de “bens” que podem ser melhor
identificados e para os quais os mercados se desenvolvem mais facilmente.
Para garantir o funcionamento dessas políticas, a
importância da natureza deve ser expressa através de
valores aplicados a serviços e produtos que precisam
ser identificados para criar equivalentes e, assim, commodities universais, que possam ser precificadas e mercantilizadas. Além disso, as populações que habitam
os territórios dos “serviços ambientais” devem inserirse nessa lógica como agentes de proteção ambiental e
sujeitos beneficiários, ao colaborar com a preservação
desses serviços, por exemplo, deixando de realizar práticas que, em tese, os prejudicam e recebendo remuneração pela colaboração.
Nacionalmente, a estratégia brasileira de Redd+ está
em processo de aprovação pelo poder Executivo, enquanto no nível subnacional diversos governos estaduais, em especial os da Amazônia, já estabeleceram ou
estão em processo de definir políticas estaduais de combate à mudança climática, contemplando propostas de
PSA e Redd+.
Neste contexto, o governo do Acre é pioneiro: “(...) o
Acre se tornou referência para o desenvolvimento sustentável e um paradigma de economia verde para o nosso planeta”, afirma a revista intitulada “Acre + 20 – Uma
Terra de Sonhos, Um Mundo de Oportunidades”, elaborada pelo Comitê Organizador do Acre na Rio + 20, com
apoio do Banco Mundial e patrocínio da organização
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conservacionista WWF (WEISS; ACRE; MASTRANGELO, 2012, p.10).
E é justamente no Acre que surgem alguns dos questionamentos mais empíricos em torno dos efeitos da
economia verde. E foi deste estado que veio a demanda
de realização desta Missão.
Dentre as políticas mais ressaltadas no Acre enquanto referência na implementação da economia verde e,
como argumentam as grandes organizações e o próprio
Estado, “exemplo de conciliação entre desenvolvimento
econômico e preservação ambiental, com fortalecimento do modo de vida dos povos da floresta”, estão o chamado Manejo Florestal Sustentável (MFS) e a Política de
Valorização do Ativo Ambiental Florestal (PVAAF). O
objetivo destas políticas é incentivar a economia florestal
e estabelecer uma economia de baixo carbono. As mesmas envolvem, direta e indiretamente, populações tradicionais, como seringueiros, agricultores e agricultoras
familiares, e povos indígenas, que, com um histórico de
luta territorial e pela valorização das suas identidades,
encontram-se em situações de vulnerabilidade em decorrência destas políticas.
A PVAAF deu origem ao Sistema de Incentivos aos Serviços Ambientais (Sisa), lei estadual aprovada em 2010.
O Sisa é considerado o programa jurisdicional de Redd+
mais avançado do planeta, com potencial de proporcionar relevantes lições para outros regimes de Redd+ e de
PSA. O mesmo envolve diversos programas/“serviços”,
como o carbono florestal; sociobiodiversidade; recursos
hídricos; regulação do clima; e a valorização cultural e
tradicional. Também criou-se um arcabouço institucional para garantir a sua implementação com os seguintes órgãos: Comissão Estadual de Validação e Acompanhamento (Ceva); Instituto de Mudança Climática e
Regulação de Serviços Ambientais (IMC); Companhia
de Desenvolvimento de Serviços Ambientais (CDSA);
Comitê Científico; e uma ouvidoria. Em decorrência
do Sisa, projetos privados de Redd+ já estão em andamento, aguardando a validação do Sistema enquanto a
mensuração dos chamados serviços ambientais está sendo pensada não somente por atores privados, como pelo
próprio estado.
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No entanto, um conjunto de organizações e coletivos
sociais do Acre identifica nessas políticas uma série de
impactos sociopolíticos, econômicos e ambientais negativos, em especial sobre os territórios e as populações
tradicionais. Estes coletivos denunciaram junto a esta
Relatoria os seguintes problemas: (1) violações do direito à terra e ao território e (2) violações dos direitos
das populações em territórios conquistados por elas,
ambos decorrentes da economia verde no estado.
Os principais problemas encontrados durante a Missão
de Investigação e Incidência da RDHMA estão relacionados com a existência e o aprofundamento de conflitos
territoriais e da insegurança jurídica das comunidades
locais, inclusive em territórios já conquistados por elas.
Observa-se que a insegurança territorial, expressa na
não regularização fundiária, é um dos graves fatores de
vulnerabilidade das comunidades e dos povos que receberam a visita da Relatoria.
Este fato, por si, está em desacordo com os tratados e
as convenções internacionais de direitos humanos que
estabelecem mecanismos de garantia do direito à terra
e ao território, à moradia e propriedade e à preservação
identitária de povos tradicionais e indígenas, a exemplo
da Convenção 169 da Organização Internacional do
Trabalho (OIT). Também compromete o cumprimento
de políticas nacionais de proteção dos direitos de populações tradicionais e indígenas, como a Política Nacional
de Desenvolvimento Sustentável dos Povos e Comunidades Tradicionais (PNPCT), ou, ainda, o Programa Nacional de Direitos Humanos – 3 (PNDH-3) e a própria
Constituição Federal, de 1988, em seu artigo 225.
Na experiência desta Missão também chamou atenção
o fato de que, embora haja tensões entre os sujeitos políticos críticos e o governo do estado causadas por motivos
anteriores às políticas e à implementação da economia
verde, os conflitos relacionados à economia verde agravam essas tensões. Não foram poucas as denúncias recebidas de tentativas de interdições ao exercício político
de grupos críticos, por parte do poder público estadual.
Tensões que, segundo julgam os denunciantes, ameaçam
a integridade física e psicológica de lideranças indígenas, ativistas e membros de organizações da sociedade

Comment Overview

Navigate to Table of Contents

civil. Após a Missão, a Relatoria recebeu graves denúncias, sendo uma delas sobre a invasão e depredação do
escritório do Conselho Indigenista Missionário (Cimi).
A interpretação das organizações críticas à economia
verde sobre esse fato é emblemática, na medida em que
refletem o sentimento de insegurança física e política de
coletivos sociais críticos e seus efeitos nos territórios.
Um resumo das principais observações desta Relatoria
na Missão realizada no Acre é apresentado abaixo.
Manejo Florestal Sustentável (MFS)
A Relatoria visitou o Manejo Florestal Empresarial para
extração de madeira realizado na Floresta Estadual do
Antimary (FEA), um grande laboratório de experimentação do MFS no mundo, criado em 1998 com financiamento da Organização Internacional de Madeiras
Tropicais (Itto, sigla em inglês); o manejo do Seringal
Cachoeira, implantado na Reserva Extrativista (RESEX)
Chico Mendes, considerada o berço da história de luta
dos seringueiros no estado do Acre e onde atua o Sindicato de Trabalhadores e Trabalhadoras Rurais de Xapuri; e o Projeto de Assentamento Agroextrativista (PAE)
Porto Dias que, criado em 1987, foi um dos primeiros
projetos de manejo comunitário no Brasil e o segundo
a realizar o manejo no estado do Acre. Nessas três localidades, a Relatoria entrevistou seringueiros e agricultores que participam dos manejos e outras pessoas que
retiraram-se deles em decorrência de diferentes conflitos. Dentre as queixas relatadas pelas comunidades impactadas pela política de manejo florestal estão:
- Ausência de regularização da posse da terra para
as comunidades;
- Diminuição do território disponível para a realização
de atividades tradicionais e de subsistência, como a retirada de látex da seringueira e a agricultura familiar, em
decorrência da área utilizada para o manejo;
- Impactos ambientais, como a fuga de animais de
caça, em decorrência das atividades de corte e do desmatamento realizados na prática do manejo;
- O grande acúmulo de sedimentos decorrentes da extração das árvores impede que os seringueiros transitem

pelos caminhos entre as árvores e façam a extração do
látex, causando o que eles chamam de “entupimento das
estradas de seringa”;
- Baixa remuneração e atraso nos pagamentos das
comunidades envolvidas no manejo. Os entrevistados
denunciam que existem enormes desigualdades entre a
remuneração dos comunitários e a dos madeireiros, que
controlam o território e o escoamento da madeira do
manejo. Estes obtêm a maior parte dos lucros, enquanto
os posseiros não conseguem gerar renda suficiente para
a própria sobrevivência. No caso do manejo comunitário, alguns chegam a questionar a veracidade do caráter
comunitário do manejo;
- Promessas descumpridas pelas organizações e pelos
órgãos estaduais (que promovem o manejo para incentivar os seringueiros a aceitarem a atividade), tais como
escolas, transporte escolar e postos de saúde. Os entrevistados avaliam que a implementação do manejo em
nome da geração de renda, de benfeitorias públicas e da
regularização da terra gera conflitos internos nas comunidades, comprometendo o direito a uma vida pacífica;
- Aplicação de restrições ambientais às comunidades,
por parte do Instituto Brasileiro do Meio Ambiente e dos
Recursos Naturais Renováveis (Ibama), para a realização
de queimadas necessárias para a roça de subsistência e,
contraditoriamente, insuficiente fiscalização dos órgãos
ambientais em relação às atividades realizadas pelos madeireiros. Este baixo controle dos órgãos públicos sobre
o manejo e a ação das madeireiras, segundo as comunidades, incentiva a extração ilegal de madeira por fora do
Plano de Manejo;
- Insegurança em relação ao futuro da floresta e à situação fundiária das comunidades. Para alguns dos entrevistados, devido ao modo como o manejo florestal é
realizado, ocorre uma espécie de legalização do desmatamento que, além de dificultar a prática dos modos de
vida e das atividades tradicionais, não garante ou afeta
negativamente os direitos de posse dos comunitários;
- Baixa participação da comunidade na elaboração do
inventário florestal e da ordenação do manejo. Segundo os entrevistados, o domínio do inventário por parte
de engenheiros florestais aliado à falta de informação e
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formação dos agricultores e das agricultoras sobre o processo geram conflitos, inseguranças e suspeitas graves,
como, por exemplo, as relativas à estimativa da área destinada ao manejo;
- Desacordo entre os comunitários em relação à
atuação da Cooperativa dos Produtores Florestais Comunitários (Cooperfloresta), responsável pela comercialização dos produtos do manejo, assim como em
relação à concentração da maior parte dos rendimentos na Cooperativa;
- Desacordo entre os comunitários a respeito do processo de certificação com o selo Conselho de Manejo
Florestal (FSC, sigla em inglês), realizado pelo Instituto
de Manejo e Certificação Florestal e Agrícola (Imaflora),
especialmente a respeito da omissão em relação aos problemas relatados pelos comunitários e elencados aqui;
- Insatisfação das famílias de seringueiros que decidiram sair do manejo, mas foram obrigadas a retirar mais
um ciclo do manejo para cobrir gastos do inventário,
etapa que antecede a implementação do manejo;
- “Invasão” de pessoas de fora das comunidades trazidas pelas madeireiras responsáveis pelo manejo, afetando a dinâmica social da comunidade. Falou-se, especialmente, sobre a prática de exploração sexual de mulheres
e meninas;
- Falta de apoio e atenção governamental em relação às
denúncias realizadas pelos comunitários sobre as irregularidades no manejo;
- Insatisfação dos marceneiros locais em relação à dificuldade de encontrar madeira no estado e o alto custo
pago pela mesma, segundo analisam, em decorrência da
prioridade dada à exportação.
No final da visita de campo na Floresta Estadual do
Antimary (FEA), a Relatoria obteve informações, através de um grupo de pesquisadores da empresa HdOn,
sobre um estudo de medição de (sequestro de) carbono
das árvores da floresta, inclusive as seringueiras, por ela
realizado. A pesquisa foi uma solicitação da Empresa
Brasileira de Pesquisa Agropecuária (Embrapa). Quando entrevistado, um representante deste órgão estatal
confirmou que há, atualmente, um processo de pesquisa
para mensurar o estoque florestal de carbono das áreas
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de manejo para a análise da eficiência do sistema em relação ao sequestro de carbono. Vale lembrar aqui que,
não obstante os problemas denunciados em torno de
projetos de manejo pelo mundo, um dos pilares do mecanismo Redd+ é o Manejo Florestal Sustentável.
Sisa e Redd
Estabelecer com clareza os vínculos entre a experiência
do manejo e o Sisa é importante por duas razões: primeiro, o Estado precisa tomar as medidas necessárias para
que suas políticas não acumulem violações de direitos,
sob o argumento de enfrentá-las; e, segundo, tendo o
Sisa um explícito componente de mercado, é preciso ter
cautela para que os sujeitos mais fortes desse mercado
não tenham seus interesses privilegiados e se consolidem mediante injustiças ambientais crônicas, como as
enfrentadas pelos posseiros. Estes, com baixa força política, estão em uma condição de submissão aos interesses
econômicos e políticos do Estado e da iniciativa privada.
O Sisa, que pode ser entendido como a consolidação política, institucional e jurídica da economia verde
no Acre, está em fase de implementação. A experiência
da Missão indica que o contexto exige uma análise dos
seus efeitos e impactos mediante um debate mais amplo
e qualificado com a diversidade dos sujeitos implicados.
Apesar das consultas e dos diálogos realizados pelo governo, as organizações denunciantes argumentam que
a diversidade de perspectivas e pensamentos críticos no
estado não foi contemplada, nem daqueles que, em outros estados ou países, consideram os efeitos negativos da
economia verde. Também identificam uma hostilização
institucional em relação a qualquer oposição ao projeto.
Ademais, as organizações levantam outras preocupações tais como: a possível incidência das ações da lei
sobre os territórios federais, como as terras indígenas,
reservas e florestas públicas, o que configuraria sobreposição de poderes e colocaria em xeque a constitucionalidade da mesma; o receio de que, aos poucos, o
Sisa elimine a cultura extrativista, caso as comunidades sejam proibidas, sob o argumento do combate ao
desmatamento, de realizar as atividades tradicionais de
subsistência, como a extração de látex das seringuei-
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ras e as queimadas necessárias para seus roçados; e a
privatização do meio ambiente, definido como bem de
uso do povo (público) pelo artigo 225 da Constituição
Federal, a partir da instalação da lógica de compra e
venda dos chamados serviços ambientais.
Em relação aos impactos mais específicos sobre o
território, a Relatoria visitou comunidades envolvidas em dois projetos privados de Redd+ que estão em
processo de registro no Sisa: o Projeto Purus e o Projeto Russas/Valparaíso.
Projeto Purus
Este foi o primeiro projeto privado de incentivo a serviços ambientais protocolado, em junho de 2012, no
Instituto de Mudanças Climáticas do Acre (IMC), e,
atualmente, aguarda a validação do Sisa. Segundo o Documento de Concepção (DC), trata-se de um projeto
de Redd ou de Pagamento por Serviços Ecossistêmicos
(PSE) de conservação florestal em uma área privada de
34.702 hectares (ha), localizada nos seringais de Porto
Central e Itatinga, divididos pelo Rio Purus, no interior do município de Manoel Urbano, há 200 km de Rio
Branco. Tem como proponentes as empresas Moura &
Rosa Empreendimentos Imobiliários Ltda, dos fazendeiros Normando Sales e Wanderley Rosa; a CarbonCo
LLC, de Brian MacFarld, subsidiária da Carbonfund.org
Foundation (de Maryland, nos Estados Unidos); e a Carbon Securities, sob responsabilidade do empresário Pedro Freitas (CARBONCo LLC, s/d).
Segundo os proponentes, o projeto resultará em melhorias nos meios de subsistência das comunidades, o
que, por sua vez, reduzirá a pressão sobre a floresta e o
desmatamento. Nessa lógica, as atividades tradicionais
são identificadas como riscos à floresta e à biodiversidade. O projeto foi certificado pela Verified Carbon Standard (VCS), composta por empresas, e pela Climate,
Community, Biodiversity Standard (CCBS), composta
por Organizações Não Governamentais.
Durante a Missão foi possível perceber diversas tensões e aflições por parte das comunidades, como: preocupações pela falta de entendimento sobre o projeto;
divisão e acirramento de conflitos internos; a impossi-

bilidade de realizar trabalhos tradicionais, sob pena de
criminalização; e o receio de que o incremento na renda
seja mínimo, se efetivamente ocorrer, para quem participa voluntariamente do projeto.
Note-se que os programas sociais propostos pelo
projeto são, na verdade, de responsabilidade do Estado
e direitos constitucionais da população, e não podem
estar associados e muito menos condicionados à execução do projeto. Além disso, os conflitos fundiários e
a insegurança territorial dos posseiros constituem desigualdades e injustiças históricas, mediante as quais a
autonomia comunitária e das famílias fica comprometida. Receosa com as perdas e insegura quanto às oportunidades e melhorias prometidas pelos proponentes,
a comunidade tenta agora sair do projeto e garantir a
regularização da terra.
Projeto Russas/Valparaíso
Trata-se de um projeto de Redd em processo de elaboração
e registro no Sisa, de propriedade dos fazendeiros Ilderlei
Cordeiro e Manoel Batista Lopes, localizado nos seringais de Valparaíso e Russas, no município de Cruzeiro do
Sul. De acordo com documentos do projeto, a área total
do mesmo é de aproximadamente 64 mil hectares (sendo
41.976 em Russas e 21.902 em Valparaíso), quase o dobro
do Projeto Purus. Aproximadamente 20 famílias vivem em
Russas e 35 em Valparaíso, todas formadas por posseiros.
O projeto conta com investimento da CarbonCo LLC e da
Carbon Securities e foi validado e certificado pelas certificadoras CCBS e VCS (CARBONCo, LLC, s/d).
Durante a Missão foi possível conversar com representantes das comunidades Terra Firme de Cima, Terra
Firme de Baixo e Três Bocas. Nas três localidades, preocupações foram levantadas a respeito da falta de informação sobre o significado do projeto; do medo das restrições sobre o uso da terra e da floresta; da insegurança
sobre o futuro; das suspeitas em relação à promessa de
regularização fundiária em troca da aprovação do projeto; da ameaça de expulsão, no caso do não acordo; da
individualização do processo de regularização (mediante contratos individuais de titulação da terra); e da falta
do contrato em mãos (a empresa não deixou cópia do
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contrato com as comunidades). Para operacionalizar as
negociações, a empresa utiliza-se de um intermediário,
o gerente de projeto, que têm uma relação histórica com
as comunidades, facilitando, desse modo, a aprovação
das negociações pelos comunitários. No percurso dos
três territórios existem diversas placas com os seguintes
avisos: “a comunidade é parceira do projeto Valparaíso”,
“proibido caça e pesca comercial” e “proibido desmatamento e construções”.
Comunidades Indígenas
O trabalho de campo desta Relatoria revelou que não só
o tema da economia verde como a própria situação dos
direitos dos povos indígenas do Acre recebem tratamentos diferenciados entre os povos e as organizações indigenistas. Nas comunidades visitadas, ficaram explicitadas perspectivas diferentes e, em muitos casos, opostas
à apresentada por algumas organizações ambientalistas
e indigenistas e pelos órgãos públicos em relação ao status dos direitos dos povos indígenas e aos benefícios da
economia verde e seus mecanismos.
A Relatoria teve a oportunidade de conhecer de perto
a situação de duas comunidades indígenas do povo Jaminawa: a São Paulino, próxima do município de Sena
Madureira, e a do Beco do Adriano, situada na periferia
dessa mesma cidade. As mesmas não estavam inseridas
em projetos de manejo florestal ou de Redd+, mas foram
contempladas pela Missão em decorrência da situação
de vulnerabilidade em que se encontra a população indígena. Esta situação revela um outro fator de preocupação em torno do avanço de políticas de manejo florestal
e do Sisa em terras indígenas, as quais ainda enfrentam
problemas estruturais históricos.
A aldeia São Paulino é composta por 24 famílias que
há mais de 30 anos buscam regularizar seu território ancestral. Segundo os indígenas entrevistados, eles vivem
em apenas cinco hectares sob a constante ameaça de fazendeiros, que invadem suas terras, e vêm destruindo a
floresta com a extração de madeira e a criação de gado.
Como consequência, a comunidade vive em apenas uma
faixa de terra localizada entre o Rio Purus e a fazenda
ocupada por um fazendeiro. Trata-se de uma área que
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todos os anos é alagada pelo rio e, por este motivo, as
plantações são destruídas, o espaço apropriado para a
agricultura - que já é pequeno - é reduzido e a capacidade da comunidade de garantir a sua sobrevivência e
soberania alimentar é afetada.
A comunidade, além de perder suas plantações de macaxeira, banana, milho e arroz, dentre outras, também
tem suas casas invadidas pela enchente, que destrói seus
poucos pertences e gera doenças, como diarreias e vômitos, principalmente nas crianças, em decorrência do
contato com a água contaminada. Os indígenas, principalmente suas lideranças, também denunciam que são
intimidados e ameaçados, verbalmente ou mesmo a tiros, pelos invasores, quando buscam praticar suas atividades tradicionais, como a agricultura, a caça e a pesca.
Desde 1990, os conflitos decorrentes da falta de segurança territorial têm gerado outra problemática enfrentada pelo povo Jaminawa: a ida de famílias inteiras para
as periferias das cidades. A realidade da vida na cidade impõe-se de forma brutal para os indígenas, que são
obrigados a modificar suas relações sociais, familiares,
com o trabalho, suas práticas espirituais, seus ritos e sua
relação com o próprio tempo para garantir a sobrevivência. Além disso, na cidade, são, constantemente, alvos de ações preconceituosas, racistas e violentas. Nesse
contexto, parte do povo Jaminawa passou a migrar para
a periferia de Sena Madureira. Atualmente, estão instalados numa localidade chamada Beco do Adriano, uma
área de risco localizada às margens do Rio Yaco que, em
período de cheias, alaga e causa sérios danos às famílias.
Os depoimentos de homens e mulheres, assim como as
condições da comunidade como um todo, revelam um
alto grau de desassistência, refletida na péssima qualidade de saneamento, no baixo acesso à saúde e às condições adequadas de habitabilidade. Além disso, os indígenas enfrentam cotidianamente hostilização e racismo,
por parte da população local não índia.
Recomendações da Relatoria
Tendo em vista o contexto acima exposto, a Relatoria
propõe algumas Recomendações para a garantia e efetivação dos direitos humanos das populações em situação
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de vulnerabilidades, frente às políticas de economia verde no Acre.
Ao governo do Acre, recomenda-se a realização de
uma avaliação de todo o processo relacionado às políticas de economia verde, especialmente considerando seus
efeitos no cotidiano das populações locais e na garantia
de seus direitos. Atenção especial deve ser dedicada aos
testemunhos, denúncias e real situação das comunidades impactadas pelos projetos privados de Redd+ Purus
e Russas/Valparaíso. O governo do estado deve respeitar
os tratados e as convenções internacionais sobre direitos humanos e o arcabouço doméstico de formalização
e garantias dos direitos de povos indígenas e populações tradicionais, o que poderá incluir a realização de
um processo de formação direcionada aos servidores e
servidoras públicas. Quanto ao Manejo Florestal Sustentável, é urgente que o governo considere: i) os impactos
negativos ao meio ambiente e possíveis crimes ambientais, como o desmatamento ilegal; (ii) os impactos negativos aos modos de vida; (iii) crimes sexuais cometidos
contra mulheres e meninas; iv) a exploração econômica
das comunidades por madeireiras; v) as denúncias de irregularidades e negligências envolvendo órgãos públicos
e agentes privados implicados na elaboração e execução
dos Planos de Manejo e certificação. Neste processo, deve-se considerar não só os direitos coletivos, mas também as necessidades específicas, individuais e contextualizadas, como os direitos das mulheres, das crianças e
adolescentes, dos enfermos, e dos idosos.
A criação de espaços de diálogo efetivo com a sociedade civil sobre políticas que impactam nos territórios deve ser uma preocupação incorporada pelo
poder público como um todo. As denúncias de interdição e riscos da participação política dos sujeitos críticos às políticas de Estado, aqui discutidas, devem ser
consideradas e avaliadas pelo governo do Acre. Instituir processos que permitam a expressão e o direito
de manifestação da crítica é condição preliminar para
a democracia. Não para cessar os conflitos de posições estruturalmente divergentes, mas para que haja
mais equidade no diálogo dos sujeitos políticos com
a sociedade, e maiores possibilidades de participação

social autônoma, nas decisões públicas.
À Assembléia Legislativa do Acre, recomenda-se
que apure e enfrente os problemas vividos nos territórios de manejo empresarial e comunitário e dos projetos de Redd+.
Ao governo federal, recomenda-se a regularização
da situação fundiária dos posseiros e a demarcação definitiva das terras indígenas do povo Jaminawa e dos
demais povos no estado. Além disso, recomenda-se às
duas esferas do Executivo que trabalhem em conjunto, através de seus órgãos competentes, para garantir
aos povos indígenas assistência, amparo social e acesso
digno às políticas e às instituições públicas. Em especial, recomenda-se maior atenção às condições de vida
das mulheres, crianças, jovens e adolescentes indígenas que vivem em comunidades urbanas, a exemplo do
Beco do Adriano.
Tendo em vista o interesse nacional sobre as florestas
e a garantia dos direitos coletivos, recomenda-se que o
Ministério Público Federal atue no sentido de apurar
as denúncias feitas pelas comunidades sobre os agravos
aos direitos coletivos, resultados da implementação do
MFS; e as denúncias de ameaças físicas e psicológicas
às lideranças e aos coletivos que apontam as contradições da política do poder Executivo. Assim como as denúncias de exploração sexual, de prática de pedofilia,
tráfico e comércio de meninas indígenas no estado do
Acre, tema que foi recorrentemente apontado durante
a Missão, mas que dada a sua delicadeza e a exigência
de metodologias específicas, não foi possível para esta
Relatoria aprofundar.
Aos financiadores, em especial o Banco Nacional de
Desenvolvimento Econômico e Social (BNDES) e o governo da Alemanha, através da KfW e GIZ, recomendase que se abstenham de financiar as políticas de economia verde aqui denunciadas, em especial o MFS e o Sisa,
enquanto ele estiver sendo questionado por organizações sociais e comunidades.
Às certificadoras, FSC, VCS, CCBS, recomenda-se que
reavaliem não só a certificação fornecida aos projetos no
Acre como seus próprios critérios de verificação, validação e monitoramento.
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Winnie Overbeek

1. INTRODUÇÃO

Árvores são retiradas para medição de carbono: ao tornar-se mercadoria, a natureza é dividida em entidades separadas e dissolvida em produtos,
eliminando suas complexidadese as relações sociais daqueles que com ela interagem

E

mbora não seja um tema totalmente novo, o debate sobre a economia verde passou a ter maior relevância política e midiática durante e a partir da
Conferência das Nações Unidas sobre Desenvolvimento
Sustentável, a Rio + 20, realizada em 2012 no Rio de Janeiro, quando tornou-se um dos temas centrais para os
diálogos e acordos entre os chefes de Estado e os setores
empresariais. O tema tratava, dentre outros, do desenvolvimento e intercâmbio de tecnologias e instrumentos de
mercado, além da participação ativa dos setores privados
na construção e implementação de soluções chamadas de
sustentáveis para enfrentar a degradação ambiental, em
geral, e, em especial, as mudanças climáticas.
O Programa das Nações Unidas para o Meio Ambiente (NAÇÕES UNIDAS, 2011) define a economia verde
como aquela que promove a melhoria do bem-estar humano e a igualdade, e, ao mesmo tempo, reduz os riscos
ambientais e a escassez ecológica. Os três pilares da economia verde seriam: a redução das emissões de carbono
(principal causa das mudanças climáticas), o uso eficiente de recursos naturais e a inclusão social. Desta forma,
o discurso oficial dos organismos ambientais da Organização das Nações Unidas (ONU), dos representantes dos
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poderes públicos nacionais e dos setores empresariais
argumentava a possibilidade de conciliar o desenvolvimento econômico, a exploração dos chamados recursos
naturais e o enfrentamento à pobreza e às desigualdades.
Embora existam controvérsias em torno desta e de outras definições de economia verde, os poderes públicos
e setores privados inclinados a aderir a ela privilegiam
os mecanismos de mercado, entendidos como uma forma institucional adequada à produção de um modelo econômico combinado com conservação ambiental,
que contribui para o que seria uma “economia de baixo
carbono”. Um dos instrumentos centrais deste processo
são os chamados Pagamentos por Serviços Ambientais
(PSA). Os “serviços ambientais” geralmente contemplam a retenção ou captação de carbono; a conservação
da biodiversidade; a conservação de serviços hídricos;
e a conservação de beleza cênica (BRASIL, 2009, p.12).
O PSA é definido como “uma transação voluntária, na
qual um serviço ambiental bem definido ou um uso da
terra que possa assegurar este serviço é comprado por,
pelo menos, um comprador de, pelo menos, um provedor sob a condição de que o provedor garanta a provisão
deste serviço” (Ibid., p.11-12).
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Ao tornar-se mercadoria, a natureza (e sua conservação), é, primeiro, dividida em entidades separadas e dissolvida em produtos, eliminando as suas complexidades
e as relações sociais daqueles que com ela interagem;
posteriormente, ela é inserida na lógica do mercado,
apresentado como o melhor mecanismo para “cuidar”
de uso dos serviços ambientais prestados pela natureza.
Central nesta lógica é o argumento da escassez ecológica que oculta os problemas relacionados com a desigualdade no acesso, uso e apropriação material e simbólica
do meio ambiente.
Além disso, as populações que habitam os territórios
dos serviços ambientais devem inserir-se nessa lógica
como agentes de proteção ambiental e sujeitos beneficiários, ao colaborar com a preservação desses serviços, por
exemplo, deixando de realizar práticas que, em tese, os
prejudicam e recebendo remuneração por essa colaboração. A partir dessa lógica se produz o ordenamento do
território e a distribuição dos “direitos e deveres” e dos
benefícios econômicos e sociais da política geral. Não
só a redução das emissões de dióxido de carbono, como
também a conservação, o manejo florestal sustentável,
assim como a manutenção e o incremento dos chamados “estoques florestais”, estão entre os “serviços ambientais” considerados relevantes.
Na ocasião da Rio + 20, organizações da sociedade civil, dentre elas a Rede Brasileira de Justiça Ambiental
(RBJA), e movimentos populares também formularam
sobre o tema, a partir de uma perspectiva crítica, que
pode ser assim resumida: com o argumento da necessidade de se enfrentar as crises ambientais, as iniciativas relacionadas à economia verde tendem a relativizar
as reais causas da degradação, penalizam as populações
historicamente prejudicadas pelas injustiças sociais e
ambientais; definem instrumentos do mercado como as
soluções para tais problemas; e transformam as crises
ambientais em possibilidades de acumulação de capital,
em detrimento dos direitos das populações e das necessidades de conservação ambiental.
No entanto, as políticas relacionadas ao PSA vêm se
consolidando como um importante instrumento de tratamento dos problemas ambientais e da promoção do
desenvolvimento econômico no âmbito das Conferências das Partes (COP) sobre Mudanças Climáticas e
também sobre Biodiversidade, das Nações Unidas, bem
como em iniciativas especificas, inclusive nacionais, que

resultaram dessas conferências, como é o caso no estado do Acre.
No contexto da Convenção-Quadro das Nações Unidas sobre Mudanças Climáticas (CQNUMC), um novo
acordo global sobre clima está sendo negociado para dezembro de 2015, quando acontecerá a COP 21 em Paris.
Este acordo contempla decisões em torno dos mecanismos de Redução de Emissão por Desmatamento e
Degradação (Redd+1), dos mecanismos de PSA, que incluem, além de investimentos públicos e privados em
políticas de redução de emissão por desmatamento e degradação, o manejo, a conservação e o aumento de estoque de carbono florestal. O PSA também é tema central
da Convenção Sobre Diversidade Biológica (CDB), também da ONU, que se mostra, por exemplo, através da
criação da Plataforma Intergovernamental de Biodiversidade e Serviços Ecossistêmicos em 2012. No nível nacional, a estratégia brasileira de Redd+ está em processo
de aprovação pelo poder Executivo , enquanto no nível
subnacional, diversos governos estaduais, em especial os
da Amazônia, já estabeleceram ou estão em processo de
definir políticas estaduais de combate à mudança climática, contemplando propostas de PSA e Redd+. Nesse
sentido, o governo do Acre é pioneiro.
O estado do Acre é citado por organizações conservacionistas e governos de várias partes do mundo como referência na implementação da economia
verde e um exemplo de conciliação entre desenvolvimento econômico e preservação ambiental, com fortalecimento do modo de vida dos “povos da floresta”.
Com um discurso de forte apelo social, apoiado nas
ideias de revalorização da identidade dos povos da
floresta, ou seja, populações indígenas, extrativistas e
ribeirinhas, e, muitas vezes, através da utilização da
imagem do seringueiro Chico Mendes, as políticas
de economia verde no estado são designadas de “florestania”. Tais políticas são implementadas por uma
administração estadual que se autodenomina de “Governo da Floresta”. Com promessas de superar a crise
do extrativismo, conter a crise ambiental e o desmatamento e estimular o crescimento e desenvolvimento
do Acre, o “Governo da Floresta” estabeleceu um conjunto de medidas que buscam a continuação da exploração madeireira como central para o crescimento
econômico do estado, a construção e implementação
1 As siglas Redd e Redd+ serão aqui utilizadas indistintamente.
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Dentre as políticas mais ressaltadas no Acre está o chamado Manejo Florestal Sustentável, cujo objetivo seria o estabelecimento de uma economia
de baixo carbono; como decorrência da sua implementação, comunidades tradicionais denunciam diversos impactos e conflitos territoriais

de instrumentos de mercado relacionados ao PSA e a
sua legitimação através da incorporação de comunidades tradicionais no processo.
Dentre as políticas mais ressaltadas no Acre estão o
chamado Manejo Florestal Sustentável (MFS) e, mais recentemente, a Política de Valorização do Ativo Ambiental Florestal (PVAAF), cujo objetivo é estabelecer uma
economia de baixo carbono. A PVAAF deu origem ao
Sistema de Incentivos aos Serviços Ambientais (Sisa)
- lei estadual aprovada em 2010. O Sisa é considerado
o programa jurisdicional de Redd+ mais avançado do
planeta, com potencial de proporcionar relevantes lições para outros regimes de Redd+ e de PSA. Trata-se
de uma iniciativa governamental que expande a lógica
do mercado de carbono contemplando as florestas como
sumidouros de carbono e provedoras de outros serviços
ambientais. Considerado como exemplo de preservação
das florestas, o Acre é o primeiro estado no Brasil a implementar um marco regulatório de PSA e de projetos
de Redd+.
Para avançar com o Sisa, o governo do Acre já recebeu financiamento do Fundo Amazônia, gerido pelo
BNDES; do banco alemão de desenvolvimento KfW;
da também alemã agência de cooperação internacional GIZ; da organização conservacionista WWF-Brasil; e da União Internacional para a Conservação da
Natureza (IUCN, sigla em inglês). Para o futuro, o
24

governo do Acre espera garantir recursos do mercado de carbono e de outros serviços ambientais, voluntários e oficiais. Portanto, aguarda uma definição
da CQNUMC no sentido de oficializar a relação entre
Redd+ e o mercado.
Além disso, em novembro de 2010, os governos do
Acre, da Califórnia (nos Estados Unidos) e de Chiapas
(no México) assinaram um memorando de entendimento para discutir as bases de um acordo de comércio de
créditos oriundos de Redd+. Em relação aos desdobramentos deste memorando, o governo do Acre aguarda
enquanto as organizações da sociedade civil dos Estados Unidos lutam contra modificações no marco jurídico da Califórnia que permitiriam a lógica do mercado
de carbono e da compensação. O governo acreano também vem buscando oportunidades em mecanismos subnacionais relacionados com o mercado PSA, como é o
caso da Bolsa de Valores Ambientais do Rio de Janeiro (BVRio).
Em junho de 2012, o primeiro projeto privado de incentivo a serviços ambientais foi protocolado no Instituto de Mudança Climática (IMC) no Acre: o projeto de
Redd+ “Purus”, localizado no município de Manoel Urbano, em uma área de ocupação de posseiros, seringueiros e agricultores familiares. Comunidades consideradas
pelos proprietários do projeto como “agentes do desmatamento” hoje se preocupam com o futuro dos seus ter-
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ritórios e de seus modos de vida.
As mesmas empresas envolvidas com o Projeto Purus também criaram outros dois projetos de Redd+ no
estado: Valparaíso e Russas, no município de Cruzeiro
do Sul. As famílias que vivem na região, também posseiros, demonstram desconhecimento e incertezas sobre o significado e conteúdo do projeto, tendo como no
caso do Projeto Purus, assinado documentos sem conhecer as informações neles contidos. Estes projetos já
revelam preocupações sobre a capacidade do governo
do Acre de controlar o desfecho do Sisa nos territórios,
principalmente porque as comunidades enfrentam desigualdades de poderes em relação às empresas e aos
fazendeiros e estão em situações de vulnerabilidade e
insegurança em torno dos seus territórios, do modo de
vida e do futuro.
Considerando este contexto, um conjunto de organizações e coletivos sociais do Acre identifica nessas políticas de economia uma série de impactos sociopolíticos,
econômicos e ambientais negativos, em especial sobre
os territórios e as populações tradicionais. Estes coletivos denunciaram junto à Relatoria os seguintes problemas: (1) violações do direito à terra e ao território e
(2) violações dos direitos das populações em territórios conquistados por elas, ambos decorrentes da economia verde no estado.
Dentre as denúncias está o fato de que, como política
pública, o Sisa e todos os processos que convergem para
a gestão da floresta se deparam com conflitos territoriais
e ambientais, tanto referentes a disputas territoriais do
Acre, do qual a luta dos seringueiros nos anos de 1980
é emblemática, quanto referentes àqueles gerados pela
implementação de políticas nacionais de ordenamento
territorial e gestão da floresta, tais como as Reservas Extrativistas e os Assentamentos Agroextrativistas.
Do ponto de vista dos direitos socioambientais, esses conflitos são marcados por relações desiguais no
acesso à terra, ao território e às possibilidades de uso
da floresta, e no acesso às instituições, aos espaços de
decisões políticas e à informação. No cotidiano dessas relações, os maiores prejudicados são as comunidades tradicionais e os povos indígenas, pressionados
pelos interesses empresariais e ruralistas no domínio
da terra, do território e das possibilidades de explorá
-los. O enfrentamento dos problemas e das vulnerabilidades socioambientais gerados por essas desigualdades

está presente no argumento e nas propostas metodológicas e técnicas do Sisa, para os quais convergiu, como
base de legitimação e aplicação, a experiência do manejo florestal e das unidades de conservação e o discurso
da histórica capacidade do estado em avançar no desenvolvimento sustentável a partir da floresta.
Frente a essas denúncias, nos meses de setembro, novembro e dezembro de 2013, a RDHMA realizou uma
Missão de Investigação e Incidência no sentido de conhecer o contexto e a política e analisar os rebatimentos
socioambientais dessa economia verde, a partir da perspectiva dos direitos humanos.
Portanto, este Relatório apresenta uma análise de depoimentos coletados in loco, da vivência de campo e
das denúncias de violações de direitos recebidas durante as atividades preparatórias e a própria Missão de
Investigação e Incidência. Também analisa a relação
entre as proposições normativas da Constituição Federal, do Programa Nacional de Direitos Humanos-3 e da
Convenção 169 da OIT, além de outros acordos e convenções, e as práticas efetivas do Estado brasileiro no
sentido da garantia dos direitos humanos. Por último,
apresenta Recomendações de aprimoramento de políticas públicas e medidas de proteção às violações de direitos humanos identificadas.
O Relatório está dividido em seis capítulos:
1) Introdução;
2) Contextualização da problemática investigada;
3) Informações sobre a Missão, seus objetivos
e metodologia;
4) Análise das políticas e dos projetos em questão,
mais especificamente do Manejo Florestal Sustentável (MFS), do Sisa e dos projetos privados de Redd+
Purus, Russas e Valparaíso, da situação dos direitos
humanos das populações denunciantes e das respostas do Estado aos problemas encontrados;
5) Conclusões finais;
6) Recomendações desta Relatoria para o Estado,
com o propósito de garantir o cumprimento dos direitos ambientais, na sua relação com os direitos econômicos, sociais, culturais, civis e políticos.
Por questões políticas e metodológicas, foi preservada a identidade dos sujeitos entrevistados; sendo assim,
apenas as suas instituições são identificadas.
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2. CONTEXTO DA ECONOMIA
VERDE NO ACRE

O modelo de desenvolvimento promovido para a Amazônia é caracterizado pela expansão de projetos agroflorestais, mineração, madeireiros e
agropecuários, e resultou em variados conflitos que geraram violações de direitos dos povos indígenas e das populações tradicionais

É

importante ressaltar que não pretende-se aqui analisar o histórico do estado do Acre, pois isso exigiria tempo e dedicação muito maiores de pesquisa
e de vivência territorial da que tivemos. O objetivo é
apontar algumas questões para facilitar a compreensão
do contexto onde o Manejo Florestal Sustentável (MFS),
o Sistema de Incentivos aos Serviços Ambientais (Sisa) e
os projetos de Redd+ se inserem. Inclusive, cabe lembrar
que a história do Acre é rica em termos de resistências,
de “empates”11, de luta pela terra, pelo território e pelas
identidades. Uma luta que surgiu a partir da necessidade
de garantir a sobrevivência e da defesa do modo de vida
das populações tradicionais, em especial seringueira, e
de povos indígenas afetados pelo modelo de desenvolvimento promovido pelo Estado para a região Amazônica.
Um modelo caracterizado pela expansão de projetos
agroflorestais, de mineração, madeireiros e agropecuários que resultou em conflitos violentos, assassinatos,
concentração fundiária, êxodo das populações tradicionais e a devastação da região. São conflitos que, pelo
que foi observado, tanto no contexto da economia verde
1 Os empates foram os atos de resistência que os seringueiros utilizaram para
denunciar violações e exigir direitos na década de 1980.
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como também na forte investida em diferentes instâncias do Estado Brasileiro e nos territórios contra os direitos dos povos indígenas e de populações tradicionais, se
aprofundam e são renovados.
No entanto, como mencionado acima, o Acre tornouse referência dos portadores do discurso da harmonia
entre crescimento e proteção ambiental, de economia
verde, tendo como objetivo fomentar a oferta de serviços e produtos ecossistêmicos. O estado foi eleito, em
novembro de 2011, pelo conselho consultivo do The
Greenovation Initiative, uma agência privada de promoção de inovações para a economia verde, como exemplo de política pública para economia verde no Brasil
(ACRE24HORAS, 2011). Destacam-se as chamadas
políticas de proteção e uso sustentável das florestas, em
especial o MFS e o Sisa.
2.1 Manejo Florestal Sustentável (MFS)
Do ponto de vista histórico, pode-se perceber como referência para o MFS a construção de um conjunto de políticas ambientais em nível nacional, como a criação do
Sistema Nacional de Unidades de Conservação (Snuc),
em 2000, mas, sobretudo, a criação, dez anos antes, do
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Programa Piloto para a Proteção das Florestas Tropicais no Brasil (PPG7). O PPG7 foi proposto em uma
reunião do Grupo dos Sete países industrializados (G-7)
em 1990, aprovado pelos mesmos em 1991 e lançado
durante a Conferência das Nações Unidas para o Meio
Ambiente e o Desenvolvimento, a Rio 92. Na época da
sua criação, o Programa tinha como objetivo:
Maximizar os benefícios ambientais das florestas tropicais, de forma consistente com as metas de desenvolvimento do Brasil, por meio da implantação de uma
metodologia de desenvolvimento sustentável que contribuirá com a redução contínua do índice de desmatamento (BRASIL, s/d, p.1)

O Programa – que funcionou sob os auspícios do Banco
Mundial – contou com financiamento de US$ 428
milhões, quatro componentes e 28 projetos. O primeiro
desses componentes foi a criação de uma política nacional de manejo dos recursos naturais. Também foram
estabelecidos, como componentes, áreas de conservação
e gerenciamento dos recursos naturais, ciência e tecnologia e incentivos à criação de projetos “inovadores para
promover o desenvolvimento sustentável em comunidades da Amazônia” (WORLD BANK, 2012).
Em 1999, o governo do estado do Acre deu início
à implementação de uma série de políticas desenhadas para “estruturar e fortalecer um modelo de desenvolvimento pautado no desenvolvimento sustentável,
na conservação ambiental, no uso racional de recursos naturais, na redução de pobreza e na criação de uma
economia de base florestal”. O modelo estaria baseado
no conceito de “Florestania”, que “visa conciliar o crescimento econômico com a inclusão social e a conservação ambiental” (WWF, 2013, pp.15-17). Definiu-se como
um dos principais instrumentos de planejamento regional e ordenamento territorial o Zoneamento Ecológico e
Econômico (ZEE).
No mesmo período foi instituído o Sistema Nacional de Unidades de Conservação (Snuc), através da
Lei Federal n° 9.985/2000, definindo Florestas Públicas Estaduais como “áreas com cobertura florestal de
espécies predominantemente nativas que têm como
objetivo básico o uso múltiplo sustentável dos recursos florestais e a pesquisa científica, com ênfase em
métodos para exploração sustentável de florestas
nativas” (BRASIL, 2000, p.1).

As Florestas Estaduais foram incluídas na categoria de
Unidade de Conservação de Uso Sustentável, ou seja, que
permite o uso dos recursos naturais por parte da população residente ou interessada, de forma racional, de acordo
com as recomendações previstas no seu Plano de Manejo.
Neste caso, O Plano de Manejo estabelecia acordos
comuns entre os envolvidos, sendo um instrumento de
planejamento de uso e gestão das Unidades de Conservação. Além disso, a Lei Estadual nº 1.426 de 27 de dezembro de 2001, Lei Florestal do Estado do Acre, determina
em seu art. 20, § 2º, que “o uso dos recursos das Florestas
Públicas de Produção poderá ser concedido sob o regime
de concessão florestal, mas sob qualquer circunstância,
a exploração deve resultar da aplicação de um plano de
manejo aprovado e supervisado pelos órgãos” (BRASIL,
2001). Estabeleceu-se, assim, o arcabouço jurídico para
o manejo a ser “realizado” por parte das populações que
habitam as florestas (Manejo Florestal Comunitário) e
por setores privados (Manejo Empresarial).
O Manejo Florestal Sustentável (MFS) é definido pelo
governo federal como:
a administração da floresta para obtenção de benefícios econômicos, sociais e ambientais, respeitandose os mecanismos de sustentação do ecossistema
objeto do manejo e considerando-se, cumulativa
ou alternativamente, a utilização de múltiplas espécies madeireiras, de múltiplos produtos e subprodutos não-madeireiros, bem como a utilização de
outros bens e serviços florestais (BRASIL, s/d, p.1).

Na prática, os projetos de MFS consistem em reservar uma área do território para a exploração de madeira
que, de acordo com o Serviço Florestal Brasileiro (SFB),
deve ocorrer de modo “ecologicamente correto, economicamente viável e socialmente justo” (BRASIL, 2014,
p.1). Os projetos de MFS estão baseados nas Instruções
Normativas no 3 e 4 do Ministério do Meio Ambiente
(MMA). Os planos empresariais são realizados em
propriedades privadas, enquanto os planos comunitários são implementados em áreas de projetos de assentamento de reforma agrária. As florestas públicas estaduais
e federais, como Unidades de Conservação também são
foco de planos de manejo. O licenciamento de áreas de
manejo acima de 50 mil hectares é de responsabilidade
do Instituto Brasileiro do Meio Ambiente e dos Recursos Naturais Renováveis (Ibama), enquanto o de áreas
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Fonte: UCEGEO/Funtac.

Mapa2: Áreas Naturais Protegidas no Acre

menores é do Instituto de Meio Ambiente do estado em
que a área está localizada.
O estado do Acre é considerado promissor nessa política também porque possui umas das biodiversidades mais ricas do mundo. Sendo o estado da Amazônia
com maior cobertura florestal (88%), o Acre conta com
45,8% do total da sua área sob algum tipo de proteção.
As Unidades de Conservação - integral e de uso sustentável - compõem 31,26%, enquanto 14,55% é de terras
indígenas (BRASIL, 2013a).
Os assentamentos comunitários onde a floresta é a
principal base produtiva e de gestão, ou seja, os Projetos de Assentamento Agroextrativistas (PAE), os Projetos de Desenvolvimento Sustentado (PDS), os Projetos
de Assentamento (PA) e os Projetos de Assentamentos
Florestais (PAF) ocupam 3,16% do estado, enquanto as
Reservas Extrativistas (Resex) ocupam 16,28% (Ibid.).
De acordo com os dados da Unidade Central de
Geoprocessamento e Sensoriamento Remoto (Ucegeo),
13,24% da cobertura vegetal do estado foi alterada, em
especial nas Regionais do Alto e Baixo Acre, que concentram 67,4% de todo desmatamento do estado (Ibid.).
Embora o governo argumente que houve uma redução significativa no desmatamento desde o início do
Governo da Floresta, um cálculo da média dos dez anos
anteriores ao mesmo e dos dez anos posteriores reve28

lam outra realidade. Abaixo seguem dois gráficos que
possibilitam comparar o desmatamento no Acre com
o desmatamento na Amazônia Legal entre 1988 e 2014.
É importante ressaltar que, além do desmatamento de
“corte raso” da floresta - registrado pelas imagens de
satélite, existe ainda o chamado desmatamento oculto,
resultante da exploração madeireira que deixa várias
árvores em pé e, por isso, é mais difícil de ser detectado2
(NEPSTAD et al., 2001).
Para o governo do Acre, no entanto, os dados oficiais
de desmatamento significam que “o Estado possui uma
reserva florestal (ou ativos florestais) capaz de sustentar o crescimento da atividade madeireira” (BRASIL,
2013d). De acordo com o mesmo, seis milhões de hectares de floresta nativa estão disponíveis no estado para
o suprimento industrial. A indústria florestal no Acre
ocorre em áreas de: Planos de Manejo Florestais Sustentáveis Empresariais; Planos de Manejo Florestais Comunitários; Florestas Públicas Estaduais e Federais; e áreas
de desmatamento autorizados pelo Ibama ou pelo Instituto de Meio Ambiente do Acre (Imac). Dos 6 milhões
de hectares, mais de 970 mil já contam com plano de
2 Para mais informações sobre o desmatamento oculto e outros efeitos
da economia verde no Acre, ver: ANDRADE DE PAULA, Elder. A dupla face
da destruição das florestas tropicais na América Latina e Caribe: as
revelações da “economia verde” no Acre. Disponível em: http://wrm.org.uy/
oldsite/paises/Brasil/A_dupla_face_da_destruicao_das_florestas_tropicais.pdf
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Fonte: MCTI

Figura 1: Taxas consolidadas 1988 a 2014 (km2/ano)

Fonte: MCTI

Figura 2: Taxa anual por estado 1988 a 2014 (km2/ano)

Figura 3: Plano de Manejo do Estado do Acre

Figura 4: Volume (m³) autorizado de 2003 a 2010

Fonte: Brasil/Acre/Sedens, 2013

concede o selo Forest Stewardship Council (FSC), uma
organização não governamental “global” cujo nome
em português significa Conselho de Manejo Florestal.
De acordo com a FSC (s/d) no Brasil, a sua missão é
“difundir e facilitar o bom manejo das florestas brasileiras conforme princípios e critérios que conciliam as
salvaguardas ecológicas com os benefícios sociais e a
viabilidade econômica” (p.1). Para o Imaflora (s/d), “a

Fonte: Brasil/Acre/Sedens, 2013

manejo em área pública, privada ou comunitária (Ibid.).
Desde o início da implementação dos planos de manejo
houve um incremento significativo das autorizações para
a exploração florestal, conforme mostra o gráfico abaixo.
Um processo importante da legitimação do manejo
é a certificação florestal fornecida - no caso dos projetos visitados por essa Missão – pelo Instituto de Manejo
e Certificação Florestal e Agrícola (Imaflora), que

Comment Overview

29

Navigate to Table of Contents

certificação florestal visa conservar os recursos naturais,
proporcionar condições justas de trabalho e estimular
boas relações com a comunidade” (p.1).
Os quatro primeiros planos de manejo comunitários
certificados pela FSC na Amazônia ocorreram no Acre
em 2004. Destacam-se os projetos nos assentamentos
Porto Dias e Chico Mendes, visitados pela Relatoria,
como os maiores detentores de áreas de manejo florestal comunitário (os outros são São Luiz do Remanso
e Riozinho Granada). Abaixo segue um quadro resumindo o status da certificação florestal no Acre.

Fonte: Brasil/Acre/Sedens, 2013

Figura 5: Status da Certificação Florestal no Estado do Acre

Para o governo do Acre, as políticas ambientais, em
especial de MFS, são realizadas através da criação e
implantação do conceito de Parceria Público, Privada e
Comunitária (PPPC). Um exemplo de PPPC, segundo o
governo, é a construção do Complexo Florestal Industrial de Xapuri, o qual é gerido por um consórcio de
empresas locais e “os manejadores comunitários têm
15% de participação nos lucros líquidos do Complexo”
(BRASIL, 2013d).
Além da madeira, a floresta do Acre também fornece
uma variedade de produtos florestais que são de interesse
de indústrias, como a cosmética, alimentícia e farmacêutica. Estes incluem, além da borracha e castanha, que são
mais conhecidas, o açaí, a copaíba, unha-de-gato, andiroba, buriti, jarina, murumuru e outros (Ibid.).
A atividade florestal é, sem dúvida, a principal atividade
econômica do estado. A política de incentivo ao manejo
florestal, em especial, colaborou para um crescimento nas
exportações de produtos madeireiros de US$ FOB 261
mil em 1998 para US$ FOB 10,4 milhões em 2011 (Ibid.)3.
3 FOB é uma sigla usada em valores referentes à exportação que vem da
expressão inglesa Free On Board. Isso significa que o exportador é responsável
pela mercadoria até ela estar dentro do navio, para transporte, no porto
indicado pelo comprador. A mercadoria já deve ter sido desembarcada na
alfândega de partida e estar livre para ser levada.
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Contudo, como veremos no decorrer deste Relatório, os territórios dos Planos de Manejos Sustentáveis
(PMS) se desenham a partir das condições de acesso à
terra (regularização da posse, demarcação das Terras
Indígenas (TI), títulos de propriedade e tamanhos) e
possibilidades de investimentos, e estão permeados de
relações conflituosas entre comunidades tradicionais e
povos indígenas de um lado, e fazendeiros, madeireiros
e outros empresários de outro.

2.2 Mudança Climática, Sisa e Redd+
Os países-membros da Convenção-Quadro das Nações
Unidas sobre Mudança Climática (CQNUMC) assumem
as mudanças climáticas causadas pela ação humana,
bem como o seu enfrentamento, como grandes desafios
do nosso tempo. O debate dominante nas esferas oficiais
propõe ações de redução e mitigação das emissões de
Gases de Efeito Estufa (GEE4), especialmente do gás
carbônico, cujas emissões na atmosfera são consideradas
as principais causas das mudanças climáticas. Tais emissões são produzidas pelas atividades e pelos consumos
industriais e pela sua demanda mundial crescente por
território, energia elétrica e combustível.
Como referência de acordo internacional sobre
clima, o Protocolo de Quioto da CQNUMC definiu, em 1997, metas de redução de emissões de
GEE lançando mão de “mecanismos de flexibilização” fundados na lógica do mercado de carbono. O
Sistema Cap-and-Trade, ou Meta e Comércio, em que
uma empresa que tem uma meta de redução de emissões, em vez de atingi-la reduzindo, efetivamente,
suas emissões, compra créditos de carbono de outra
que estaria reduzindo as emissões, tornou-se o principal instrumento de combate à mudança do clima.
Além disso, uma empresa com meta pode também
investir em projetos que teoricamente estariam
evitando emissões, “compensando” assim a sua falta
de redução de emissões; são os chamados offsets, em
inglês. Em última instância essa lógica relativiza as
exigências legais domésticas e internacionais sobre os
controles de emissões de poluentes e outras restrições
ambientais. Agora, os descumprimentos das metas de
redução de emissões podem deixar de ser passíveis de
sanções, se compensados num mercado de compra e
4 Gases de Efeito Estufa (GEE), essenciais para a manutenção da estabilidade
do clima: dióxido de carbono (CO2), metano (CH4), óxido nitroso (N2O),
Perfluorcabonetos (PFC); e também o vapor de água (H2O).
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venda de “estoque” de carbono5.
A partir do diagnóstico técnico/científico da CQNUMC
de que o desmatamento é fonte de emissões de GEE,
inicia-se um debate sobre mecanismos institucionais
para a conservação florestal. A floresta é percebida, antes
de mais nada, como estoque de carbono a ser conservado, tornando possível evitar, por agora, a implementação de medidas de redução de emissões por parte dos
países industrializados do Norte, enquanto, por outro
lado, anuncia-se que esta conservação seria capaz de
beneficiar econômica e politicamente os países do Sul
global6. Nesse contexto, emerge a proposta de mecanismos de Redução de Emissões por Desmatamento e
Degradação (Redd+), que incluem investimentos públicos e privados em manejo, conservação e aumento de
estoque de carbono florestal.
A CQNUMC define Redd como um mecanismo que
permite a remuneração daqueles que mantêm suas
florestas em pé, sem desmatar e, com isso, evitam as
emissões de gases de efeito estufa associadas ao desmatamento e à degradação florestal. A redução de emissões resultantes do desmatamento entrou oficialmente
na agenda das negociações da CQNUMC em dezembro de 2005 enquanto proposta de política de combate à
mudança climática e está relacionada ao Pagamentos por
Serviços Ambientais (PSA). O processo, então, avançou
para incluir no seu arcabouço, para além do combate ao
desmatamento e à degradação florestal, o manejo florestal, a conservação e o aumento de estoque de carbono
florestal, e a geração de cobenefícios, sendo assim denominado de Redd+. As florestas ou a redução do desmatamento e da degradação florestal é considerada um
“setor”, onde as emissões de CO2 podem ser reduzidas
de forma mais rápida, mais barata e com mais benefícios para os envolvidos. A redução ou prevenção do
desmatamento tornou-se uma das opções de mitigação
de maior impacto em termos de “estoque de carbono”.
Sendo assim, os mecanismos de Redd+ surgiram como
incentivos para recompensar financeiramente os países
do Sul global por suas ações de combate ao desmata5 Para mais informações ver PACS. Ambientalismo de Espetáculo: a
economia verde e o mercado de carbono no Rio de Janeiro. Rio de Janeiro,
2013. Disponível em: http://www.pacs.org.br/files/2013/01/Ambientalismo.pdf.
6 Conceito político utilizado para caracterizar países que, embora diversos,
têm em comum a experiência colonial, de escravidão e imposição de políticas
neoliberais, entre outras questões, sendo assim uma metáfora de exploração
no contexto da relação global capitalista, como também de resistência e
enfrentamento frente ao domínio político, econômico e cultural do Norte global.

mento e à degradação florestal e a promoção de iniciativas para aumentar a cobertura florestal (BRASIL, 2015).
As atuais fontes de financiamento das propostas de
Redd+ envolvem o Fundo de Parceira de Carbono Florestal, do Banco Mundial, criado em 2007; o Programa das
Nações Unidas (UN-Redd), de 2008; o Fundo Amazônia, também criado em 2008; o Programa de Investimento Florestal – Fundo Estratégico Climático, do
Banco Mundial, criado em 2009, contemplando Burkina
Faso, Gana, Indonésia, Laos e Peru; a Parceria Florestal Mundial de Redd+, criado em 2010, envolvendo 58
países; e Redd Early Movers (REM) que, contando com
financiamento do KfW e da GIZ, ambos do governo da
Alemanha, tem o objetivo de “recompensar os pioneiros
na proteção das florestas” (Ibid.). Existem ainda financiamentos bilaterais, como o financiamento da Noruega
para o Fundo Amazônia. Os projetos de Redd em andamento no mundo também podem contar com financiamento do mercado de carbono voluntário, já que
o Redd+ não foi oficialmente inserido no mercado de
carbono oficial no âmbito da CQNUMC.
A Conferência das Partes (COP) realizada em Varsóvia, em novembro de 2013, aprovou a Plataforma de
Varsóvia para Redd+, considerado o tema de maior
avanço de toda a Conferência. Regras foram estabelecidas para a determinação de níveis de referência para o
financiamento, para a implementação de salvaguardas
e para a criação de instituições e de modalidades para
a Mensuração, Reporte e Verificação (MRV). As linhas
gerais de financiamento também foram delineadas para
as distintas fases (preparação, piloto e desempenho) de
implementação de Redd+: o desenvolvimento de estratégia nacional ou plano de ação nacional de Redd+,
níveis de referência de emissões florestais, um sistema
de monitoramento nacional de Redd+ e um sistema de
informações sobre como as salvaguardas estão sendo
tratadas e respeitadas (NAÇÕES UNIDAS, 2013).
Definiu-se também a necessidade de garantir recursos
adicionais para o Redd+, que podem ser fornecidos pelo
Fundo Verde do Clima, criado durante a COP-16, em
2010 no México, para canalizar grande parte dos US$
100 bilhões por ano até 2020 prometidos pelos países
do Norte global, e lançado no final de 2013. O financiamento do Redd+ no contexto da Convenção será
“baseado em resultados” (results-based), ou seja, o financiamento só será aprovado no caso de comprovação do
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sequestro de carbono ou de redução das emissões provenientes do desmatamento e da degradação, através da
MRV. A Plataforma sobre Redd+ de Varsóvia afirma que
os recursos podem ser fornecidos por diferentes fontes
– públicas, privadas, bilaterais, multilaterais, de mercado
ou não, ou outros canais alternativos (Ibid.).
Ressalte-se que não se trata, exatamente de um acordo
sobre o financiamento de Redd+, mas do seu formato, já
que a Convenção ainda não definiu o estabelecimento
de metas de redução de emissões, o que incentivaria
os países do Norte global a investir em Redd+. Além
disso, a Conferência excluiu, por enquanto, o mercado
de carbono por falta de resultados adequados e previsíveis. O governo do Brasil (além dos da África do Sul,
Índia e China) defende nesta instância a posição de
que a compensação de emissões através da compra de
créditos Redd+ não deve ser permitida entre os mecanismos de financiamento (BRASIL, 2015). É importante ressaltar que esta posição ocorre no contexto da
CQNUMC, pois há, nacionalmente, a discussão sobre
a construção de um mercado de carbono doméstico e a
criação de um instrumento dentro do Código Florestal
que permite a comercialização da reserva legal, como
explicado mais adiante.
Atualmente, os países-membros da CQNUMC estão
em processo de negociação de um acordo global sobre
o clima previsto para dezembro de 2015. Este acordo
criará um regime internacional sobre o clima, determinando obrigações para todos os países-membros (as
Partes) da CQNUMC, e entrará em vigor em janeiro de

2020. Isso significa que decisões em torno dos mecanismos de mercado e de Redd+, como a questão do
financiamento, as possibilidades de servir como mecanismo de compensação e a inserção/relação do Redd+
com o mercado de carbono, ainda estão em processo
de negociação. Vale ressaltar que o posicionamento do
governo brasileiro é de que iniciativas relacionadas ao
Redd+ não sejam compensadas nem financiadas pelo
mercado de carbono.
Uma das exigências da CQNUMC para o reconhecimento de iniciativas nacionais de Redd+ e dos resultados nacionais atingidos é a elaboração de uma estratégia
nacional de Redd+. Assim, em 2011 o governo brasileiro iniciou um processo de definição de uma estratégia nacional de Redd+, a qual, embora não defina a
captação, origem e implementação dos recursos a financiarem os projetos, determina uma estrutura de governança e encontra-se em processo de aprovação, primeiro
pelo Grupo de Trabalho Interministerial sobre Redd+,
formado pela Secretaria de Assuntos Estratégicos
(SAE), Casa Civil, Ministério das Relações Exteriores
(MRE), Serviço Florestal Brasileiro (SFB) e pela Fundação Nacional do Índio (Funai) – e, posteriormente, pela
Presidência da República, através de decreto. Tal estratégia envolve uma abordagem nacional – e não de projetos
específicos –, cujos resultados serão apresentados pelo
governo federal enquanto Parte da CQNUMC.
Ao mesmo tempo, também avançam propostas de lei
e processos subnacionais em torno do Redd+ e do PSA.
Existem hoje aproximadamente 33 iniciativas legislativas

Fundo Amazônia
O Fundo Amazônia foi criado através do decreto
nº 6.527, de 1º de agosto de 2008, com o objetivo de
fornecer investimentos não-reembolsáveis em “ações
de prevenção, monitoramento e combate ao desmatamento, e de promoção da conservação e do uso sustentável das florestas no Bioma Amazônia” (FUNDO
AMAZÔNIA, s/d, s/p). É conhecido como a primeira
iniciativa mundial de Redd+. De acordo com o Banco
Nacional de Desenvolvimento Econômico e Social
(BNDES), o Fundo é “o maior instrumento de Redd do
mundo”. O Fundo é sustentado por doações e remunerações líquidas das aplicações. As doações foram
fornecidas pelo governo da Noruega, com um compromisso que teve início em 2009, renovado pela última
vez em 2013, no total de R$ 1,65 bilhão para projetos até 2020; pelo governo da Alemanha, em 2010,
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no valor de R$ 61,5 milhões a ser utilizado até 2015;
e pela Petrobras, com contratos firmados em 2011,
2012 e 2013, no valor total de R$ 9,1 milhões. Até
31 de dezembro de 2013, o Fundo havia apoiado 50
projetos (43 contratados), no valor total de R$ 771,7
milhões, com desembolsos de R$ 222,9 milhões. São
projetos com a União (Ibama); estados (Acre, Mato
Grosso, Pará, Amapá, Amazonas, Tocantins, Maranhão
e Rondônia); municípios; universidades e com o “terceiro setor”, envolvendo organizações como WWF, Instituto
Socioambiental (ISA), Fundação Banco do Brasil, Instituto de Pesquisa Ambiental da Amazônia (Ipam), Fundo
Brasileiro para a Biodiversidade (Funbio), Instituto do
Homem e Meio Ambiente da Amazônia (Imazon), The
Nature Conservancy do Brasil (TNC) e Fundo Amazonas
Sustentável (FSA)((FUNDO AMAZÔNIA, s/d).
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sobre o PSA, incluindo o Projeto de Lei (PL) 792/2007
que institui a Política Nacional de PSA, o Programa Federal de PSA, o Fundo Federal de PSA e o Cadastro Nacional de PSA (BRASIL, 2011a); o PL 740/2011, que institui
o PSA em áreas de proteção ambiental (BRASIL, 2011b);
e o PL Redd+ 195/2011, que institui o Sistema Nacional
de Redd+ (BRASIL, 2011c). Em relação aos estados, o
Amazonas e o Tocantins têm leis sobre o clima que instituem o PSA e mencionam o Redd+. Existem dados que
apontam para aproximadamente 36 projetos voluntários
de Redd+ implementados ou sendo elaborados em terras
indígenas no Brasil; outros três já estão sendo implementados no Amapá, Rondônia e Tocantins e cinco no estado
do Pará (CIFOR, 2011; IMAZON, 2012).
Nesse bojo também se pode situar o capítulo X do
Código Florestal, em especial o artigo 41, que integra o
PSA, como instrumento de apoio e incentivo à conservação do meio ambiente, na ordem jurídica nacional. Institui ainda a Cota de Reserva Ambiental (CRA), “título
representativo de vegetação nativa” que pode ser comercializado entre produtores que mantêm a reserva legal e
os que não a mantêm (BRASIL, 2012b).
A criação do CRA permitiu o funcionamento da Bolsa

de Valores Ambientais do Rio de Janeiro (BVRio), que
criou uma plataforma de negociação e comercialização dos
títulos das CRA (BVTrade). Isso significa que, na prática,
quem não cumpre, no território, a exigência de Reserva
Legal de área de mata nativa, pode compensar o desmatamento comprando títulos de CRA de quem cumpre em
excesso em outra propriedade. Segundo a BVRio, “atualmente este mercado conta com mais de 1.900 participantes e 2 milhões de hectares de imóveis rurais ofertando
Cotas de Reserva Ambiental”. Vale ressaltar que como
ainda não há CRA emitidas em volumes suficientes para
possibilitar um mercado, a BVRio criou um mercado de
contratos de desenvolvimento destas cotas para entrega
no futuro – o mercado de Contratos de Desenvolvimento
e Venda de Cotas de Reserva Ambiental para Entrega
Futura (CRAF) (BVRIO, 2014).
Em decorrência dos debates sobre Redd+ no âmbito
da CQNUMC, de Redd+ e PSA nacionalmente e devido
à importância das atividades florestais para o governo
do Acre, foi que o mesmo, instituiu, em 2007, as diretrizes da sua Política de Valorização do Ativo Ambiental
Florestal (PVAAF). Esta política engloba seis programas: Incentivos aos Serviços Ambientais; Regularização

Imazon

Mapa 3: Redd e PSA na Amazônia
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Cifor

Cifor

Tabela 1: Projetos subnacionais de carbono florestal na Amazônia Brasileira

do Passivo Ambiental; Certificação de Unidades Produtivas Sustentáveis; Gestão de Florestas Públicas, Privadas e Comunitárias; Reflorestamento; e Recuperação de
Áreas Degradadas. Eles visam contribuir para o estabelecimento de uma economia de baixo carbono (BRASIL,
2010a). Foi neste contexto que, em 2010, o governo do
Acre aprovou a lei Sisa, definida como:
um conjunto de princípios, diretrizes, instituições e instrumentos capazes de proporcionar uma
adequada estrutura para o desenvolvimento de um
inovador setor econômico do Século XXI: a valorização econômica da preservação do meio ambiente
por meio do incentivo a serviços ecossistêmicos
(Ibid., p.1, grifo nosso).

34

O objetivo anunciado do Sisa é o de: “fortalecer as
organizações de base comunitária e melhorar a qualidade de vida dos povos indígenas e comunidades tradicionais através do respeito e fortalecimento de seus
direitos territoriais, aos recursos naturais e o direito à
autonomia de gestão” (Ibid.).
Os “serviços e produtos ecossistêmicos” citados são: o
sequestro, a conservação, manutenção e o aumento de
estoque e a diminuição do fluxo do carbono; a conservação da beleza cênica natural; a conservação da sociobiodiversidade; a conservação das águas e dos serviços
hídricos; a regulação do clima; a valorização cultural e
do conhecimento tradicional ecossistêmico; e a conservação e o melhoramento do solo (Ibid.).
Para garantir a “confiabilidade exigida pelo mercado
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e, ao mesmo tempo, não renunciar às diretrizes e aos
princípios debatidos e pactuados com a sociedade”
(BRASIL, 2010, p. 8), o governo do Acre criou uma institucionalidade atuando em três âmbitos considerados
como necessários para atingir estes objetivos: medição
pública, investimento privado e participação e controle
social. Assim, criou-se um sistema de governança que
envolve as seguintes instâncias: Instituto de Mudança
Climática e Regulação de Serviços Ambientais (IMC);
Comissão Estadual de Validação e Acompanhamento
(Ceva); Companhia de Desenvolvimento de Serviços
Ambientais (CDSA); Comitê Científico; e uma ouvidoria (WWF, 2013). A Ceva aprova normas, regulações e
subprogramas; o IMC prepara normas e regulações,
aprova o pré-registro de planos e projetos e emite Reduções Certificadas de Emissões (RCE); a CDSA capta e
gera investimentos privados, prepara e executa projetos
e negocia e vende créditos de carbono; o Comitê Científico é um órgão consultivo, que fornece orientação
técnica; e a ouvidoria recebe e acompanha denúncias e
media conflitos (WWF, 2013).

Cada programa terá um subprograma atendendo áreas
prioritárias, determinados setores e “provedores/beneficiários” que serão criados e regulamentados pelo governo
estadual. Cada subprograma terá seu plano de ação e
projetos a serem elaborados prioritariamente através da
CDSA (BRASIL, 2013). Os subprogramas poderão ser
temáticos como, por exemplo, a questão indígena; geográficos como, por exemplo, a região da Bacia do Rio Purus;
ou uma combinação dos dois. Os projetos serão implementados em nível local pelo governo ou por agentes
privados. Estão também previstas Parcerias Público-Privadas, através da CDSA (WWF, 2013a).
“Potencializado pelo promissor mercado de carbono”
(BRASIL, 2010. p.6) e uma vez que, segundo o governo, “a
queima e o desmatamento constituem-se na maior fonte
de emissões de Gases de Efeito Estufa (GEE) do estado”
(Ibid. p.5), o Programa ISA-Carbono foi o primeiro a
ser planejado e implementado e busca alcançar a meta
voluntária do governo do Acre de Redd. Segundo o
governo, o Programa ISA-Carbono, um programa jurisdicional subnacional, está

Como instrumento de planejamento, o Sisa terá seis
Programas Estaduais a serem regulamentados por lei:

vinculado à redução de emissões de gases de efeito estufa
oriundos de desmatamento e degradação, ao fluxo de
carbono, ao manejo florestal sustentável e à conservação, manutenção e aumento dos estoques de carbono
florestal. Desta maneira, o programa promoverá a redução progressiva, consistente e de longo prazo das emis-

- Conservação da sociobiodiversidade. Entendida
como: conjunto de influências e interações entre ecossistemas, e entre eles e as populações humanas por meio
da cultura e do uso dos recursos naturais;
- Conservação dos recursos hídricos. Entendida
como: manutenção da qualidade hídrica por meio da
regulação do fluxo das águas, conservação de habitats
e espécies aquáticas;
- Conservação da beleza cênica natural. Entendida
como: valor estético, ambiental e cultural de uma determinada paisagem natural;
- Regulação do clima. Entendida como: benefícios para
a coletividade decorrentes do manejo e da preservação
dos ecossistemas naturais, que contribuam para o equilíbrio climático e o conforto térmico;
- Valorização do conhecimento tradicional. Entendida
como: conhecimento no manejo decorrente de culturas
associadas à preservação, manutenção, recuperação ou
conservação dos recursos naturais;
- Conservação e melhoramento do solo. Entendida
como: manutenção de solos ainda íntegros e a recuperação e melhoria de solos em processo ou já degradados
(BRASIL, 2013, p.25).

sões de CO2 (BRASIL, 2014, p. 26).

De acordo com o governo, as Reduções Certificadas de
Emissões (RCE) resultantes dos projetos do Programa
serão utilizadas “em prol de ações do desenvolvimento
sustentável”. Os principais “incentivos” serão a “promoção da transição da produção agropecuária tradicional para sistemas mais produtivos”, buscando evitar a
expansão da mesma e, assim, de novos desmatamentos; “aumentar o valor econômico da floresta em pé”; e
a “distribuição de benefícios por serviços ambientais”
da comercialização de créditos de carbono, “provenientes do desmatamento evitado e também do sequestro de
carbono através da regeneração e restauração florestal”
(BRASIL, 2014, p. 3).
No arranjo institucional do Sisa, o proponente do
Programa ISA-Carbono é o governo do estado, através
da Secretaria de Desenvolvimento Florestal (Sedens),
que prepara, executa, opera e mantém o programa e
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os “ativos” gerados por ele. A Secretaria também estaria responsável pela “distribuição equitativa dos benefícios gerados com os provedores de serviços ambientais
e beneficiários do sistema” (Ibid. p.4). No entanto, em
21 de agosto de 2013, foi aprovada a Lei estadual 2.728
que “autoriza o Poder Executivo a transferir créditos de
carbono à Companhia Agência de Desenvolvimento de
Serviços Ambientais do Estado do Acre S/A. Assim, a
CDSA assumirá as responsabilidades do Proponente do
Programa (BRASIL, 2013). E o IMC fica responsável por
monitorar as reduções de emissões e o cumprimento de
salvaguardas socioambientais (BRASIL, 2014).
O governo do Acre definiu o ano de 2016 como a data
de início do programa e o ano de 2020 como de projeção
das reduções de emissões e cumprimento das metas. A
data de início foi escolhida com base no estabelecimento
de ações e políticas de prevenção e controle do desmatamento que, de acordo com o governo, resultaram na
expressiva e consistente redução do desmatamento.
Sendo o ISA-Carbono um programa jurisdicional, a
delimitação geográfica é o território do estado do Acre,
incluindo áreas protegidas federais e estaduais, assentamentos federais e estaduais além de propriedades privadas. Com foco nos assentados e proprietários de terra,
que buscam reduzir as emissões oriundas do desmatamento e da degradação florestal, e povos indígenas
e outras populações tradicionais, que historicamente
conservaram a floresta, o Programa buscará beneficiar
mais de 30 mil estabelecimentos. De acordo com a WWF,
em sua publicação sobre o Sisa entregue pelo governo do
Acre, este número é próximo ao número total de estabelecimentos rurais no estado do Acre que, de acordo
com dados do IBGE de 2006, atingia o número de 29.488
estabelecimentos (WWF, 2013).
Para garantir a institucionalização do Sisa, o governo
do Acre recebeu financiamento do Fundo Amazônia e
do Redd Early Movers, que conta com recursos do banco
de desenvolvimento alemão KfW e da agência de cooperação internacional GIZ, também alemã, além de outras
agências de cooperação e organizações não governamentais. Entre a concepção do Sisa e a aprovação da lei,
o governo havia recebido cerca de R$ 240 mil da GIZ, do
WWF-Brasil e da União Internacional para a Conservação da Natureza (IUCN, em sua sigla em inglês). Para a
fase do desenho final e implementação, o Fundo Amazônia disponibilizou R$ 60 milhões para um período de
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três anos, a partir de 2010, a fundo perdido (Ibid.).
Outras fontes incluem a empresa de televisão a cabo
Sky que, em cooperação com a WWF, disponibilizou R$
3,8 milhões durante três anos, a partir de 2011. Além
disso, em dezembro de 2012, o KfW ofereceu um financiamento de € 16 milhões para quatro anos com base
na redução de emissões registradas pelo estado. Até
o final de 2012, o governo do Acre havia recebido R$
107 milhões só para o Programa ISA-Carbono. Para o
futuro, o governo espera garantir recursos do mercado
de carbono voluntário e oficiais (Ibid.).
Considerando o contexto das negociações internacionais descrito anteriormente e a falta de regulação nacional, este mercado deve ser voluntário no início e regulado
posteriormente. Segundo a WWF, o governo do Acre
“está apostando no crescimento futuro destes mercados
voluntários” (informação verbal7) que, atualmente, são
pequenos em termos de escala. Eles também contam com
mercados oficiais de carbono fora do âmbito da Convenção, como o programa da Califórnia já mencionado.
Buscando fortalecer este processo, durante a COP-20
realizada em Lima, no Peru no início de dezembro de
2014, o governo do Acre estabeleceu um termo de cooperação com a Bolsa de Valores Ambientais (BVRio) para
o “desenvolvimento de uma plataforma de leilão e negociação das Reduções de Emissões de Carbono resultantes do Programa Jurisdicional de Redd+ (ISA-Carbono),
desenvolvidos pelo governo do estado do Acre” (BVRIO,
2014). Em março de 2013, com a participação da BVRio,
o governo acreano também havia assinado um acordo
de cooperação técnica com o BNDES e o governo do
Rio de Janeiro para “alavancar o desenvolvimento de
um mercado de ativos ambientais no Brasil”. O objetivo
do acordo era “capacitar empresas a calcular e reduzir
emissão de gases e estruturar uma rede de conhecimento
bilateral” (BVRIO, 2013).
Segundo a organização conservacionista WWF (2013a,
p.15), que apoia politicamente esta proposta e vem colaborando na sua elaboração, implementação e financiamento, o longo histórico de governança socioambiental
do estado do Acre, “oferece um ambiente favorável para
o desenho e a implementação exitosos de um regime de
Redd” com “potencial de gerar importantes lições para
7 Representante da WWF. O Sisa. Entrevista concedida à Fabrina Furtado,
18 de nov. 2014. A entrevista foi concedida no contexto da pesquisa de
doutorado, durante a qual foi apresentada também a Relatoria, a Missão do
Acre e a elaboração do Relatório.
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Algumas das queixas das comunidades impactadas pelas políticas de economia verde são o conflito territorial, impossibilidade de realizar as
atividades tradicionais e de subsistência e divisões e conflitos internos

outros regimes de Redd no nível subnacional e nacional, no Brasil e em outros países”. Vale notar que o
WWF-Brasil foi homenageado durante uma solenidade de entrega do Prêmio Chico Mendes de Florestania em dezembro de 2013, realizado pelo governo do
Acre, por seu apoio, entre outros projetos, ao estabelecimento de uma política de Redd+ e à implementação
do Sisa (WWF, 2013b).
Na prática, o Sisa ainda encontra-se em processo
de institucionalização. Os órgãos mencionados acima
já foram estruturados, a CDSA já conta com recursos do KfW e a auditoria foi referendada pelo gover-

nador em 2014. A última etapa a ser elaborada, em
processo de finalização quando da última entrevista no
contexto deste Relatório (novembro de 2014), são os
padrões de salvaguarda socioambientais e o processo
de monitoramento.
Segundo a publicação da WWF (2013a) sobre o Sisa,
haveria quatro projetos de Redd em andamento. No
entanto, em entrevista, um representante da organização
revelou que um deles foi cancelado. Existem, assim, três
projetos privados de Redd+ sendo implementados, aguardando validação do IMC: Purus, Russas e Valparaíso
(Ibid.). Estes três projetos são avaliados neste Relatório.
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A Relatoria assume a opção de valorizar e legitimar os testemunhos e as vivências de grupos locais historicamente excluídos dos processos
decisórios, que enfrentam maiores dificuldades para serem ouvidos e atendidos pelo Estado e pela sociedade

3.1 Objetivos
v Investigar as seguintes denúncias de violações de direitos no Acre: (1) violações do direito à terra e ao território e (2) violações dos direitos das populações em
territórios conquistados por elas, ambos decorrentes
da economia verde no estado;
v Incidir nos órgãos estaduais, de modo a contribuir
para colocar um fim ou remediar as violações de direitos
verificadas in loco;
v Dialogar com as organizações locais sobre a exigibilidade dos Direitos Humanos, Econômicos, Sociais, Culturais e Ambientais (Dhesca);
v Contribuir para visibilizar o tema e suas relações
com direitos humanos, a partir da realidade das comunidades e dos povos que vivenciam projetos e iniciativas
da economia verde em seus territórios.

v

Participação em eventos relacionados ao tema;

v Participação na Rio + 20: onde alguns eventos foram
realizados pelo governo acreano e pela sociedade civil;
v Diálogo com sujeitos locais para melhor compreender
as denúncias apresentadas e esclarecer os propósitos da
Relatoria, seus objetivos, a metodologia de trabalho, seus
limites e possibilidades. Nesses diálogos também buscouse identificar elementos do contexto, como os projetos de
Redd+, o processo Sisa e outras políticas ambientais relacionadas, como o Manejo Florestal Sustentável (MFS) e
suas diferentes modalidades: Manejo Florestal Comunitário (MFC) e Manejo Florestal Empresarial (MFE); o papel
e ação dos movimentos sociais e grupos de direitos humanos; a situação dos povos indígenas; e a condição fundiária das comunidades implicadas nas denúncias.
v A partir desses processos preparatórios, definiu-se
o roteiro da Missão.

3.2 Metodologia
Processos preparatórios:
v Investigação em fontes secundárias produzidas
por órgãos estatais e empresariais, instituições de financiamento, organizações da sociedade civil e entidades de pesquisa;
38

3.3 Roteiro
18/09/2013: Floresta Estadual Antimary (FEA)
Trata-se de um grande laboratório de experimentação
do MFS no mundo, criado em 1998 para a execução do
Projeto de Manejo Sustentável de Uso Múltiplo no esta-
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do do Acre e financiado pela Organização Internacional
de Madeiras Tropicais (Itto). Foi a primeira floresta pública certificada no Brasil para o Manejo Florestal Empresarial (MFE). A área atual é de 83 mil hectares, composta
pelo seringal Limoeiro e por parte dos seringais Arapixi, Pacatuba e Mapinguari, está situada no município do
Bujari e é administrada pela Fundação de Tecnologia do
Estado do Acre (Funtac) e pela Secretaria de Desenvolvimento Florestal (Sedens). Aproximadamente 47 mil hectares são certificados pelo Conselho de Manejo Florestal
(FSC, sigla em inglês). A produção do manejo é hoje assumida pelo Complexo Industrial de Xapuri. Na FEA vivem
seringueiros, castanheiros e pequenos agricultores. A visita contemplou caminhadas pelo território e conversas com
agricultores, lideranças e com o coordenador da Floresta.

19/09/2013: Projeto de Assentamento Agroextrativista
(PAE) Porto Dias
Um dos primeiros projetos de MFC implementado
no Brasil, o PAE Porto Dias foi criado em 1987 pelo
Instituto Nacional de Colonização e Reforma Agrária (Incra) no município de Acrelândia. Possui uma
área de 22.145 ha, onde atualmente vivem 105 famílias cadastradas. O projeto de manejo foi promovido
e contou com a assessoria técnica do Centro dos Trabalhadores da Amazônia (CTA). Foi a primeira área
de manejo comunitário a obter o selo para produtos
não-madeireiros da Floresta Amazônica, em 2004. A
comercialização da produção é realizada principalmente pela cooperativa Cooperfloresta.
Com apoio da Comissão Pastoral da Terra (CPT),
a visita de campo envolveu caminhadas pelo território e conversas com três grupos lideranças da comunidade, na qual 95% das famílias estão envolvidas
no manejo: (a) presidente da Associação Agroextrativista de Porto Dias – São José, localizada na colocação1 Mossoró, (a Associação não comercializa através
da Cooperfloresta e não utiliza madeira certificada);
(b) liderança da Associação de Seringueiros de Porto Dias da Colocação do Palhal, que está para sair do
manejo (a Associação trabalha através da Cooperfloresta e da certificação do FSC); (c) liderança histórica do PAE que há três anos saiu do manejo.
1 Denominação das áreas de seringais, onde a borracha é produzida e
localizam-se as casas das famílias dos seringueiros e as “estradas” de seringa.
As estradas de seringa são caminhos traçados no meio da mata que levam às
seringueiras a serem exploradas.

20/09/2013: Terra Indígena São Paulino,
do povo Jaminawa
A aldeia indígena de São Paulino, do povo Jaminawa,
próxima ao município de Sena Madureira, é composta
por 24 famílias que há mais de 30 anos buscam regularizar seu território ancestral. Além de caminhadas pelo território para verificar as denúncias em torno dos impactos
sobre as plantações e a redução do território, a comunidade indígena se reuniu dentro da escola da comunidade
para conversar com a Relatoria e explicar a sua situação.
21/09/2013: Seringal Cachoeira,
PAE Chico Mendes, Xapuri
O PAE Chico Mendes foi escolhido por ser um exemplo histórico de lutas sociais no Acre, através do Sindicato de Trabalhadores e Trabalhadoras Rurais de
Xapuri. A visita contou com o acompanhamento da
presidenta do Sindicato. Conversamos ainda com uma
agricultora familiar que dividiu conosco a sua história
de luta. Na ocasião, ouvimos queixas e denúncias relativas ao manejo e à Bolsa Verde. Durante as caminhadas territoriais foi possível perceber a instalação de
monocultura de seringueiras.
21/09/2013: Complexo Industrial de Xapuri
O Complexo, uma das empresas responsáveis pelo
manejo da região, é tido pelo governo do Acre como
exemplo de preservação e geração de emprego. Trata-se
de um Complexo por envolver a geração de energia, serraria, madeireira e beneficiamento. Durante a visita às
instalações, conversamos com dois dos proprietários da
empresa e um funcionário.
23 e 24/11/2013: Entrevistas com organizações
da sociedade civil
As seguintes organizações foram entrevistadas: Nupesdao/Ufac; Movimento Indígena Unificado (MIU);
Federação do Povo Huni Kui do Acre; Cimi e STTR
-Xapuri; Movimento Mundial pelas Florestas Tropicais; Amigos da Terra Brasil; e Rede Brasil sobre
Instituições Financeiras Multilaterais. Foi também realizada, via skype, uma entrevista com representantes
da organização Amigos da Terra-EUA e Amigos da
Terra-México sobre um Memorando de Entendimento entre os governos de estado do Acre, da Califórnia
e de Chiapas.
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24/11/2013: Conversa com lideranças da Comissão
Pastoral da Terra (CPT)
A entrevista foi realizada no Incra em decorrência
de uma mobilização das comunidades de São Bernardo, onde um projeto de MFE tinha acabado de ser renovado e a comunidade demanda a criação de uma
Reserva Extrativista.
26/11/2013: Participação em audiência pública sobre
a situação dos posseiros do Ramal do Cacau
Trata-se de uma comunidade de agricultores familiares, recém-despejada por decisão judicial. Na ocasião,
conversamos com as famílias, com mulheres, crianças e
adolescentes que vivenciaram diferentes formas de violências, durante e pós o despejo.

05/11/2013: Reunião com representantes do governo estadual. Embora a Relatoria tenha a prática de se
reunir com os distintos órgãos isoladamente, dependendo do assunto a ser tratado, e desse modo ter encaminhado os pedidos de reunião, a Procuradoria Geral
do Estado (PGE) solicitou que a reunião fosse realizada na Procuradoria, com a participação dos seguintes órgãos: Secretaria de Desenvolvimento Florestal,
da Indústria, do Comércio e dos Serviços Sustentáveis
(Sedens); IMC; Secretaria de Meio Ambiente (Sema);
Secretaria de Justiça e Direitos Humanos (Sejud); Instituto de Terra do Acre (Iteracre); e Instituto de Meio
Ambiente do Acre (Imac). A reunião foi coordenada
pelo então Procurador Geral, Rodrigo Neves, ex-diretor do IMC.

27/11/2013: Visita e conversa com indígenas
do povo Jaminawa
Esta comunidade vive numa área chamada “Beco do
Adriano”, na periferia de Sena Madureira.

Reunião com a Fundação Nacional do Índio (Funai)
para tratar da questão indígena no Acre, em geral, da situação dos Jaminawa, especificamente, e a relação entre
o Sisa e os indígenas.

28/11/2013: Visita à área do projeto privado
de Redd+: Purus
A Relatoria visitou os seringais Porto Central e Itatinga, divididos pelo Rio Purus, no interior do município
de Manoel Urbano, onde está localizado o primeiro projeto privado de Redd+ protocolado no IMC. A Relatoria
conversou com uma das famílias impactadas pelo projeto. A visita teve o acompanhamento de um representante do Cimi da região.

Reunião com o Incra para discutir a situação dos
posseiros do Ramal do Cacau e a situação fundiária
das comunidades envolvidas no Sisa e com os projetos de Redd+.

30/11/2013 e 1o/12/2013: - Visita às áreas dos projetos
privados de Redd+: Russas e Valparaíso
A Relatoria visitou os seringais de Valparaíso e Russas, no
município de Cruzeiro do Sul, onde estão localizados dois
projetos privados de Redd+. Com o acompanhamento de
um agente da CPT, a Missão realizou conversas com grupos de homens e mulheres, moradores das comunidades
Terra Firme de Cima, Terra Firme de Baixo e Três Bocas.
Após as visitas de campo, as seguintes reuniões foram
realizadas:
04/11/2013: Reunião com a Embrapa para discutir o envolvimento da instituição no Sisa. A entrevista foi realizada com o atual chefe-geral e ex-presidente do Instituto
de Mudanças Climáticas (IMC), Eufran Amaral.
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Após a Missão, o contato com as organizações do Acre
foi mantido e as seguintes entrevistas foram realizadas:
- entrevista com WWF-Brasil, Brasília, 08/10/2013;
- entrevista via skype com Ricardo Mello, Coordenador Adjunto do Programa Amazônia, da WWF,
14/11/2014;
- entrevista via skype com Beto Borges, Diretor do
Programa Comunidades e Mercado, da Forest Trends,
organização que participou da construção e participa da
implementação do Sisa, em especial no que diz respeito
a questão indígena, 25/11/2014.
Foram feitas tentativas de realizar conversas com a Comissão Pró-Indio (CPI), do Acre, e com o pesquisador,
Foster Brown, também envolvidos na construção e implementação do Sisa, mas não houve nenhum retorno
por parte deles.
No início de 2015, foi feita uma troca de e-mails com
a assessora Monica de los Rios, do IMC, com o objetivo de saber sobre o andamento dos projetos privados
de Redd+ desde a época da Missão.
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Winnie Overbeek

4. VIOLAÇÕES DE DIREITOS

A economia verde tende a relativizar as reais causas da degradação, penalizar as populações historicamente prejudicadas pelas injustiças sociais
e ambientais e transformar a crise ambiental em possibilidades de acumulação de capital, em detrimento dos direitos das populações

C

Dias, por ser o primeiro plano de manejo comunitário.
Estes são os casos que foram visitados pela Relatoria e
serão descritos abaixo.
4.1.1 Floresta Estadual de Antimary
O manejo florestal madeireiro da FEA foi implementado em 2003 como resultado de uma parceria, entre o governo do Acre e a Itto, estabelecida através do Projeto de
Desenvolvimento 24/88, em 1988. Este projeto foi deMapa 4: Localização Floresta Estadual de Antimary

Comment Overview

Funtac

4.1 Manejo Florestal Sustentável e violações de direitos territoriais
omo mencionado anteriormente, o Acre é citado
por diversas entidades, inclusive pelo governo
estadual, como pioneiro na prática de gestão de
florestas públicas: “um referencial na decisiva prática
do manejo florestal sustentável” (REVISTA SUSTENTABILIDADE, 2010); “O Acre é referência nacional
em licenciamento de manejo florestal comunitário” (O
RIO BRANCO, 2011).
O estado tem o maior Programa de Manejo Florestal
Comunitário da Amazônia: em 2011, havia um total de
100 mil hectares de Planos de Manejo Florestais Sustentáveis, dos quais 22 mil hectares são de áreas certificadas pela FSC. Entre os casos de maior destaque neste
processo estão: o Manejo Florestal Empresarial, realizado na Floresta Estadual do Antimary, que, na época,
era a única Floresta Pública certificada no país e divulgada pelo governo como o modelo de manejo de uso
múltiplo mais exitoso da região; o manejo do Seringal
Cachoeira, onde viveu o sindicalista Chico Mendes; e o
Projeto de Assentamento Agroextrativista (PAE) Porto
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senvolvido no governo de Flaviano Melo (1986-1990),
e tinha como objetivo produzir informações básicas sobre a floresta. Como contrapartida à aprovação do Projeto de Desenvolvimento Integrado Baseado na Floresta
na Amazônia Ocidental, o governo acreano criou, em 7
de fevereiro 1997, (Decreto 046) a Floresta Estadual do
Antimary (FEA), época em que aconteceram as primeiras propostas de concessão de florestas públicas no Brasil. O projeto contou com a participação de Jorge Viana
que, posteriormente, tornou-se governador do estado e
ocorreu no contexto da tentativa do governo do estado
de desenvolver atividades florestais de uso múltiplo através da criação de florestas estaduais (ACRE, 1990 apud.
SILVA, 2012).
A FEA, localizada no município de Bujari, no centro
leste do Acre, limite entre o estado do Acre e do Amazonas, é, de acordo com o Sistema Nacional de Unidades
de Conservação (Snuc), uma unidade de Conservação
de Uso Sustentável da categoria de Reserva de Desenvolvimento Sustentável. O art. 20 da Lei Federal no 9.985, de
18 de julho de 2000, define esta categoria como:
Uma área natural que abriga populações tradicionais,
cuja existência baseia-se em sistemas sustentáveis de
exploração dos recursos naturais, desenvolvido ao
longo de gerações e adaptados às condições ecológicas
locais e que desempenham um papel fundamental na
proteção da natureza e na manutenção da diversidade
biológica (BRASIL, 2000).

O decreto de criação da FEA também legaliza a exis-

tência de populações tradicionais, assegurando a permanência delas, que habitavam a área na data da
criação da floresta, e, assim, está de acordo com o Plano de Manejo da Unidade. A população é de seringueiros, castanheiros e de alguns pequenos agricultores. A
maioria é nascida no Acre e os outros são descendentes dos primeiros nordestinos que passaram a ocupar
o vale dos rios Purus, Acre e Antimary a partir da segunda metade do século XIX. Dados da Fundação de
Tecnologia do Estado do Acre (Funtac) (2013) revelam
que em 1990 viviam na área 441 pessoas, número que
baixou para 383 (109 famílias), em 2002, e que, atualmente,, é de 186 pessoas (53 famílias). As mesmas vivem em 53 lotes (cada um com aproximadamente 100
ha), numa área conhecida como Zona Populacional no
Plano de Manejo.
A situação jurídica destas famílias é de posseiros,
pois não possuem documento definitivo da terra. As
principais atividades desenvolvidas por eles são agricultura, extrativismo de castanha e borracha, criação
de pequenos animais, caça e pesca. No entanto, de
acordo com o próprio governo, embora o extrativismo represente 90,44% da renda das famílias, houve
uma perda da importância da borracha que não aparece mais como componente da renda média familiar
da pequena produção da FEA. Ainda segundo o governo, os responsáveis por esta queda são as condições de mercado e os baixos preços. Por outro lado, o
manejo florestal aparece como principal componente
de renda familiar (Ibid.) - ver Tabela 2, abaixo.

Essa organização intergovernamental foi criada pelas
Nações Unidas em 1986 com o propósito de conciliar
a diminuição do desmatamento com a manutenção dos
benefícios econômicos advindos da comercialização da
madeira ou, segundo sua própria definição, promover
“a conservação, gestão, o uso e comércio sustentável
dos recursos florestais”. Os membros da Itto representam em torno de 80% das florestas tropicais e 90% do
comércio global de madeira tropical. A Itto elabora documentos contendo políticas a serem seguidas pelos
países-membros. No entanto, ela não tem demonstrado ser capaz de reduzir o desmatamento. De acordo
com as organizações Amigos da Terra e Movimento
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Organização Internacional
de Madeiras Tropicais (Itto)

Mundial de Florestas Tropicais (1992), a Itto tornou-se
um cúmplice da inação, não tem conseguido modificar
a comercialização da madeira, não forneceu nenhum
mecanismo para reformar a mesma e não cumpriu com
seu mandato oficial.
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Brasil/Acre/Sedéns, 2012

Tabela 2: Composição da renda familiar mensal na FEA, 2012 (Sedens, 2012)

Atuam hoje na FEA quatro organizações comunitárias:
Associação Seringueiros da Floresta Estadual do Antimary, Associação Agroextrativista Canary, Associação
Novo Horizonte e a Cooperativa Agroextrativista dos
Produtores do Antimary (SILVA, 2012; BRASIL, s/d).
A FEA é composta pelo seringal Limoeiro e por parte dos seringais Paracatu, Arapixi e Mapinguari. Possui
uma área de 76.832 hectares, representando 57.629 ha
da FEA, 8.053 ha do PAE Canary e 11.150 ha do PAE Limoeiro, anexadas à área de atuação da Funtac, através de
um convênio firmado com o Incra por um período de 30
anos (BRASIL, s/d).
A floresta é administrada pela Sedens e conta com a
participação também da Funtac; do Instituto de Terras
do Acre (Iteracre), responsável pela regularização fundiária, assessoria técnica e jurídica; do Incra, que é responsável pelos PAE; pela Associação dos Produtores da
FEA; e pelo Conselho Nacional de Seringueiros (CNS).
A FAE conta ainda com um Conselho Consultivo constituído por representantes da sociedade civil, populações tradicionais e órgãos públicos federais, estaduais
e municipais.
Com o objetivo de “desenvolver um modelo de utilização da floresta tropical pela sua população local”, o primeiro Plano de Manejo da FEA foi concluído em 1995.
Foram contemplados o manejo madeireiro e não madeireiro, sob o regime de uso múltiplo, ou seja, “o manejo
do conjunto dos principais produtos que a floresta pode
oferecer, tanto de produtos madeireiros como dos produtos não madeireiros” (BRASIL, 1995, p. 52). De acordo
com o documento, a comunidade será a principal beneficiária do retorno das atividades do plano de manejo. A

justificativa para o documento foi a necessidade de elaborar um modelo adequado para a população rural do Acre
considerando o potencial da floresta do estado e superar o modelo “antieconômico” do extrativismo tradicional que, mantendo a população no nível de subsistência,
as levava a desenvolver atividades mais danosas para a
floresta, como a lavoura e o gado. Assim sendo, o Plano
de Manejo de Antimary era considerado como inovador
por “adequar sistemas tradicionais aos conceitos técnicos
de manejo florestal” (SILVA, 2012, p. 263).
No entanto, conversas com moradores da FEA revelaram a existência de diversos conflitos. As principais preocupações apresentadas pelos moradores são:
a redução do território, gerando impacto sobre as atividades de subsistência, como a retirada de látex da
seringueira e agricultura familiar; ausência de regularização da terra; fuga de animais de caça, em decorrência das atividades envolvendo o corte da floresta;
impossibilidade de extrair o látex, atividade principal dos seringueiros, devido ao grande acúmulo de
sedimentos decorrentes da extração das árvores, que
impedem a passagem deles nas estradas de seringa,
causando o “entupimento” destas; atrasos nos pagamentos dos comunitários; promessas não cumpridas
em torno da educação e saúde; proibição e a não liberação de licenças ambientais por parte do Ibama para
as queimadas necessárias para a roça; insegurança em
torno do futuro da floresta e da situação fundiária; e
”invasão” de pessoas de fora, trazidas pela madeireira responsável pelo manejo, afetando a dinâmica social da comunidade.
Um dos moradores que vive na localidade há 20
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anos, por exemplo, afirmou que, mesmo possuindo
1.600 hectares de terra, hoje ele só pode usar 100. Para este morador, que se identificou como seringueiro, o motivo pelo qual a extração da borracha não
faz mais parte da renda das famílias é o fato da exploração da floresta para o manejo florestal causar o
entupimento das estradas de seringa, impossibilitando a atividade. “Manejo é derrubar a floresta”, afirma. Além disso, ele argumenta não poder plantar por
falta de licença do Instituto de Meio Ambiente para
“brocar” (queimar para roçar): “pedi licença três vezes para brocar e não deram porque disseram que sou
posseiro. Eu tenho documento de compra e venda,
mas dizem que isso não é legal” (Informação verbal1).
O mesmo também reclamou de promessas não cumpridas, como a construção de escola e posto de saúde.
Eu tinha 1.600 hectares e hoje tenho 100. Perguntei
se podia seringar ao redor e me falaram que não. Não
consigo seringar porque as estradas ficam entupidas.
Para ter renda, vendo refrigerante. Não posso plantar,
nem seringar. Vou morrer de fome depois de velho?
Estou há 20 anos aqui (Informação verbal2).

Outro morador da Floresta afirmou: “a gente não pode
tirar madeira para plantar, mas o governo tira uma ruma
aí” (Informação verbal3). Quando indagamos se o manejo prejudica o meio ambiente, o mesmo respondeu: “Como o manejo não prejudica? A caça vai toda embora e a
estrada de seringa fica entupida”. Além disso, outra preocupação que surgiu na entrevista está relacionada com
o que é feito com a madeira explorada: “grande parte da
madeira vai para fora. Você vai para um carpinteiro e a
madeira é toda importada”, disse o segundo seringueiro
entrevistado (Informação verbal4).
As informações coletadas em campo indicam que há
duas empresas atuando na área, uma para fazer o corte
da madeira e outra para escoar a produção, sendo a primeira subcontratada pela segunda. Fora da área dos 100
ha de cada morador, ocorre o MFS anualmente, numa
área de 1.000 ha, licenciado pelo estado, que tem o papel
de monitorar o processo, onde é tirado 40m³ por ha. Ca1 Seringueiro 1 da FEA. O Manejo Florestal Sustentável na FEA. Bajuri, 18
de set. 2013. Entrevista concedida à Relatoria.

da família recebe uma renda mensal de R$ 850, através
de um acordo com as associações de moradores e a madeireira. No entanto, os moradores entrevistados afirmaram que não recebiam essa renda há 4 meses.
Em depoimentos, carpinteiros locais queixaram-se
das dificuldades de ter acesso à madeira para fazer móveis, principalmente por conta do preço e, a indisposição das madeireiras:
Uma boa tora custa R$ 1.000 e até R$ 3.000. É muito caro.
Conseguimos um acordo num determinado momento,
inclusive com governo e o Ministério Público para
que os madeireiros fornecessem o m³ a R$ 400, mas
as madeireiras só davam as toras pequenas, escondiam
as toras boas. Ou seja, não funcionou. (…) Com tanta
exploração de madeira no Acre, temos dificuldade de
conseguir madeira, e a responsabilidade é do governo
(Informação verbal5).

É importante ressaltar que no final da visita de campo
na FEA, a Relatoria obteve informações, através de um
grupo de pesquisadores da empresa HdOn, sobre um estudo de medição de carbono das árvores da floresta, inclusive as seringueiras, por ela realizado. A pesquisa foi
uma solicitação da Embrapa, confirmando a relação entre o manejo e o Sisa. Quando entrevistado, um representante deste órgão estatal confirmou que há, atualmente,
um processo de pesquisa para mensurar o estoque florestal das áreas de manejo para a análise da eficiência do
sistema em relação ao sequestro de carbono6.
4.1.2 Projeto de Assentamento Extrativista Porto Dias
Trabalhar com madeira dá muita raiva porque o
madeireiro rouba e a gente acaba sendo lesado.
Agricultor, Associação São José, 2013
		
Fico sem dinheiro e com a mata toda arrebentada.
Seringueiro, Associação Porto Dias, 2013
O manejo é coisa de engenheiro. Seringueiro tira
borracha e sabe vender, tira castanha e sabe vender,
mas madeira não.
Seringueiro, PAE Porto Dias, 2013

2 Ibid.
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3 Seringueiro 2 da FEA.O Manejo Florestal Sustentável na FEA. Bajuri, 18 de
set. 2013. Entrevista concedida à Relatoria.

5 Carpinteiro. A compra e venda de madeira no Acre. Rio Branco, 18 de set.
2013. Entrevista concedida à Relatoria.

4 Seringueiro 2 da FEA. O Manejo Florestal Sustentável na FEA. Bajuri, 18
de set. 2013. Entrevista concedida à Relatoria.

6 Representante da Embrapa. Economia verde no Acre. Rio Branco, 4 de dez.
2013. Entrevista concedida à Relatoria.
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As comunidades enfrentam desigualdades históricas de poderes em relação às empresas e aos fazendeiros e estão em situações
de vulnerabilidade e insegurança em torno dos seus territórios, do modo de vida e do futuro

O Projeto de Assentamento Extrativista (PAE) surgiu
no Acre nos anos 1980, no contexto do Plano Nacional
de Reforma Agrária, como um dos resultados da luta dos
seringueiros pelo direito à terra. De acordo com a Portaria do Incra nº 627, de 30 de julho de 1987, o projeto
é destinado à “exploração de áreas dotadas de riquezas
extrativas, através de atividades economicamente viáveis, socialmente justas e ecologicamente sustentáveis, a
serem executadas pelas populações oriundas de comu-

Winnie Overbeek

Mapa 5: Localização PAE Porto Dias

nidades extrativistas” (BRASIL, 1987, p.1). Além disso,
a Portaria estabelece que a área de PAE “dar-se-à mediante concessão de uso, em regime comunal, segundo a
forma decidida pelas comunidades concessionárias – associativista, condominial ou cooperativista” (Ibid.). Desta forma, através do PAE, as reservas extrativistas foram
incorporadas ao Plano Nacional de Reforma Agrária. No
caso do Acre, existem atualmente treze projetos conforme tabela abaixo (BRASIL, 2014).
O PAE Porto Dias, localizado no município de Acrelândia, a aproximadamente 150 km de Rio Branco,
foi criado através do Decreto
nº 95.577, de 23 de dezembro
de 1987, e previa a regularização de 83 unidades agrícolas
extrativistas (mais conhecidas
como colocação), com aproximadamente 300 hectares, ou o
equivalente a três estradas de
seringa. Na área de 24.348,93
ha vivem 97 famílias cadastradas junto ao Incra em 98 colocações. A comunidade de
Porto Dias foi a segunda a realizar o manejo no estado do
Acre, em 1987, e hoje 95% da
comunidade participa do manejo através das associações:
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Tabela 3: Projetos de Assentamento Agroextrativista no Acre

Fonte: Incra, 2014

PAE

Município

Área em Hectares

Famílias

24.348,9316
43.682,3267
11.150,0000
9.188,0327
43.228,1758
30.381,6168
8.326,4069
24.243,1024
7.856,6954
7.840,5096
78.025, 2699
8.151.5250
24.917.6596

98
300
37
27
210
82
40
88
73
36
290
20
202

Porto Dias
Acrelândia
Santa Quitéria
Brasileia
Limoeiro
Bujari
Canary
Bujari
Remanso
Capixaba
Riozinho
Sena Madureira
Mundurucus
Cruzeiro do Sul
Chico Mendes
Epitaciolândia
Porto Rico
Epitaciolândia
Equador
Epitaciolândia
Cruzeiro do Vale
Porto Walter
Barreiro
Porto Acre
Triunfo/Porongaba
Porto Walter
Fase: 5 – Assentamento em Estruturação
Associação de Produtores Rurais do Acre (Aspomacre), com sede em Nova Califórnia, Associação São
José, localizada na colocação Mossoró, e Associação
Seringueira Porto Dias, com sede na colocação Palhal. Existe ainda a Associação Unidos Pela Paz. O
projeto de manejo, que contou com a parceria técnica do Centro dos Trabalhadores da Amazônia (CTA),
foi a primeira experiência de MFS Comunitário no
Acre e a primeira área de manejo comunitário a obter o selo FSC para um produto não madeireiro de
Floresta Amazônica, em 2004. Grande parte da produção é comercializada pela Cooperfloresta (COOPERFLORESTA, s/d).
Como mencionado anteriormente, durante a Missão,
a Relatoria conversou com três grupos de representantes da comunidade, dois que realizam o manejo de duas
diferentes associações e um seringueiro que há três anos
saiu do manejo. De acordo com os três depoimentos, o
MFC foi apresentado aos seringueiros pelo CTA como
única alternativa possível para evitar a ocupação da área
pelos fazendeiros (pecuária e extração ilegal de madeira) e como “moeda de troca” para o que deveriam ser políticas públicas: ramal (estrada de acesso à comunidade
utilizada para, entre outras coisas, o transporte dos produtos da mesma), educação e saúde.
As principais questões colocadas pelas lideranças,
além do já mencionado no caso de Antimary são:
controle de todo o processo por parte dos madeireiros, que acabam lucrando com o manejo enquanto
os agricultores não conseguem gerar renda suficiente

46

Famílias
assentadas
95
300
17
27
209
82
40
88
73
36
264
19
202

Fase
5
5
5
5
5
5
5
5
5
5
5
5
5

para a sobrevivência; extração ilegal da madeira por
fora do Plano de Manejo; divisão política e conflitos na comunidade; domínio dos engenheiros e, por
outro lado, falta de informação e formação dos agricultores e agricultoras sobre o processo, o que gera
conflitos em relação aos inventários; e insatisfação
em relação à atuação da Cooperfloresta e da certificação realizada pelo Imaflora.
No caso da Associação Agroextrativista São José, de
Porto Dias, que conta hoje com aproximadamente 24 famílias, 14 participando do MFC, conversas com dois
membros, sendo um deles presidente da Associação, revelaram que a mesma negocia diretamente com a madeireira, não passando pela Cooperfloresta e que não trabalha
com madeira certificada. O presidente da Associação, um
dos pioneiros a trabalhar com o manejo, não é seringueiro, nem originário da região; já foi garimpeiro. O mesmo
elogiou o manejo, mas destacou algumas contradições:
“Antes do manejo era muito sofrido. Entramos mais pela benfeitoria (ramal), que pela madeira. Não é viável. As
empresas pagam muito pouco” (Informação verbal7). Outro membro continuou: “percebemos que (o manejo) era
uma forma de segurar a terra. O mais velho daqui nos dizia que os fazendeiros iam acabar tomando isso tudo porque não temos documento. Aí, com o manejo, chegaram
os programas – ramal, luz (Informação verbal8)”. Os dois
depoentes reclamam de que, embora exista um limite de
7 Presidente da Associação São José. Manejo em Porto Dias. PAEPorto Dias,
19 de set. 2013. Entrevista concedida à Relatoria.
8 Representante da Associação São José. Manejo em Porto Dias. PAE Porto
Dias, 19 de set. 2013. Entrevista concedida à Relatoria.
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10% da área a ser manejada, ”tem lugar que os madeireiros já tiraram 80% da área” (Ibid.). Além disso, afirmou
o presidente, “os bobão respeitam e os espertos desmatam” (Informação verbal9). O mesmo resumiu a situação
ressaltando que
trabalhar com madeira dá muita raiva porque o madeireiro rouba e a gente acaba sendo lesado. Eles descontam muito. A gente reclama, mas é difícil. Dizem que
tem que entender – dólar caiu... como se tivessem
fazendo um favor. Tem gente que saiu porque não tinha
o que beber. (…) Madeira é tão desvalorizada que com
300 pés de mamão, a gente tira o triplo do que tiramos
com a madeira (Ibid.).

A relação com os fazendeiros foi algo recorrente na conversa com os membros da Associação. Além do problema
do desmatamento por parte dos fazendeiros e a desigualdade na relação de compra e venda da madeira, foi possível perceber uma certa pressão sobre o controle territorial:
Quem compete com o gado? Fazendeiro com seringueiro não dá certo. É como se juntasse cabrito com
leão. Como preservar a floresta com fazendeiro de gado?
Tem produtor que tem produção que é comida pelos
gados dos fazendeiros. Outro dia chegou um carro lá na
frente da minha casa e começou a olhar o terreno e, aí,
ofereceu comprar. É assim que chegam (Ibid.).

Outra problemática colocada foi a falta de apoio
governamental:
Para nós, que gosta da terra, que entende que é para
preservar, a gente vai buscar ajuda aonde? A gente
denuncia, mas o governo não faz nada. Eu já disse que
não quero saber deste pessoal porque não fazem nada.
Há 10 anos que buscamos ajuda do Incra, do Imac... o
que nós mais queria é que o Incra se importasse porque,
assim, vai tudo acabar. Tem muita gente tirando madeira
fora do Plano de Manejo. (…) O pequeno produtor não
acaba com mata. Quem acaba é o Incra. Invasão começou através do Incra. Assentou, depois tirou, uns ficaram... A gente é muito prejudicado por isso (Ibid.).

De acordo com o representante da Associação Seringueira Porto Dias, seringueiro da região,
É melhor seringar que tirar madeira. Manejo não dá
nada. A mata está toda destruída e assim vai ficar só

Centro de Trabalhadores
da Amazônia (CTA)
O Centro de Trabalhadores da Amazônia (CTA) foi
criado em maio de 1983 para “atender as demandas
sociais vindas de comunidades tradicionais sob forte
ameaça, em um processo de organização com o movimento seringueiro”. Teve uma importante atuação
na criação das Reservas Extrativistas (Resex) e dos
Projetos de Assentamento Agroextrativistas (PAE),
garantindo os direitos territoriais às famílias extrativistas. A partir dos anos 1990 o Centro começou a
assessorar as comunidades nos projetos de manejo
florestal (CTA, s\d). A organização foi citada pelos
entrevistados como sendo responsável por convencê-los a aceitarem os projetos de manejo.

Cooperativa dos Produtores
Florestais Comunitários
(Cooperfloresta)
A Cooperativa dos Produtores Florestais Comunitários (Cooperfloresta) foi criada, em agosto de 2005,
com o objetivo de facilitar e otimizar a comercialização de madeira por parte de comunidades extrativistas. Desde 2006, depois de ter passado por
um processo de “profissionalização”, a cooperativa
funciona como “braço da comercialização” de toda a
produção extraída nas comunidades de Projetos de
Assentamentos Agroextrativistas (PAE) que fazem
parte do manejo florestal madeireiro comunitário
com áreas certificadas pelo FSC e/ou em processo
de certificação no estado do Acre. Ela conta com
apoio do BNDES, do governo do Acre, da Itto, do
Banco Interamericano de Desenvolvimento (BID),
da empresa Triunfo Brasil e de ONG conservacionistas, como a WWF Brasil. Vale ressaltar que a Triunfo
Brasil foi denunciada pela comunidade seringueira
de São Bernardo em 2011 por manter más condições de trabalho, crimes ambientais e conflitos com
a mesma (TERRA, 2011). De acordo com moradores do PAE Porto Dias, a Cooperfloresta foi criada
de forma muito ”atropelada”, sem muita discussão,
“dentro de um mês”, sendo hoje “mais empresa que
cooperativa”. Representante do STTRX afirmou
ainda que a Cooperfloresta “não funciona dentro dos
conceitos de cooperativismo”, e que as famílias “(...)
mesmo saindo do manejo, se retirando do processo,
ainda têm que pagar os serviços que foram prestados para fazer o inventário” (Informação verbal1).
1 Representante do Sindicato de Trabalhadores e Trabalhadoras
Rurais de Xapuri. A economia verde no Acre. Xapuri, 21 de set.
2013. Entrevista concedida à Relatoria.

9 Presidente da Associação São José. Manejo em Porto Dias. PAE Porto Dias,
19 de set. 2013. Entrevista concedida à Relatoria.
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o cipó. Fui para a reunião e teve um cara que disse que
nunca fez uma feira com dinheiro do manejo. Ficamos
sem dinheiro e sem mata. O Manejo não dá dinheiro.
1m2 – ficou R$ 38 líquido, falaram que ia ser R$ 120.
É um assalto a mão armada. É um crime. Agora falam
de R$ 240 – vai ficar R$ 70 e, com descontos uns R$ 50.
Não sobra nada (Informação verbal10).

		
O seringueiro nos explicou que embora ele queira sair
do manejo, será “obrigado a tirar mais porque tenho
que pagar o inventário que já foi feito” (Ibid.). Ele continua: “tem uma humilhação danada. Participamos de um
monte de reunião porque achamos que vamos ter benefício e quando a gente recebe, não tem nada. Não paga
nem os dias que estive em reunião. Não teve nenhum benefício. É só conversa” (Ibid.).
Reclamações em relação ao governo e o que o mesmo
deveria estar fazendo também foram colocadas:
Tem falta de atividade do governo. É para o governo
apoiar o povo da mata, apoiar a agricultura, fazer
estrada, porque nas costas você não carrega nada,
proteger a estrada de seringa, a castanha, o açaí, as
coisas da floresta e largar a mata em pé, para a gente
tirar o nosso sustento tranquilo. O diabo do manejo é
uma praga. Se pelo menos compensasse um pouco, mas
não compensa (Ibid.).

Quando questionado sobre por que a comunidade entrou no manejo, o seringueiro nos respondeu que “todo
mundo sabe que madeira dá dinheiro e, por isso, achavam que iam ganhar. Madeira é dinheiro, mas de dinheiro virou esmola. A vida no rural é difícil. Então, como
prometeram ganhos, o povo entrou” (Ibid.).
Sobre os impactos ambientais do manejo, o seringueiro nos explica:
Falam em manejo de sustentação, mas como é de sustentação? — O senhor tem uma área de 300 ha (como eu)
e queria fazer manejo de 25 ha. Vai ser mapeada a área
e ela vai ser intocada e vamos lhe pagar o equivalente.
Ela é de sustentação porque nem para uso próprio você
pode mexer. Já tá pegando madeira do manejo. Mas, aí,
você mete a motosserra nos 25 ha. Então, eu pergunto:
é sustentação ou devastação, se você tá tirando? E
o dinheiro ainda é pouco. Um metro de madeira de
sustentação dá R$ 30. É uma merreca. Recebemos de
R$ 3 a 4 mil por ano e as árvores bonitas que podia ficar
10 Representante da Associação Seringueira de Porto Dias. Manejo em Porto
Dias. PAE Porto Dias, 19 de set. 2013. Entrevista concedida à Relatoria.
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para nossos filhos e netos e outros usar... Mas fica só
o buraco. E o povo fica mais pobre do que estava. Isso
não é sustentação. Tem que ter coragem para segurar
10, 20 anos disso. E o resto do tempo? Será que nós não
temos geração? Eles pensam muito “perto” [refere-se
ao horizonte temporal]. Não querem deixar nada para
ninguém (Ibid.).

A Associação Porto Dias tem hoje seis ou sete famílias
que participam do manejo; “outras saíram por causa do
preço. Hoje tem poucas famílias no manejo porque foram abrindo os olhos“ (Ibid.).
A última entrevista realizada pela Relatoria no PAE
Porto Dias foi com uma liderança antiga da comunidade, que há três anos não participa mais do MFC. O seringueiro tem 350 ha e mora na área há 24 anos. Fez manejo
de 78 ha e, então, parou. “Vi muita madeira sair daqui”
(Informação verbal11), afirmou o seringueiro. Para ele,
“os seringueiros viraram manejador e ser manejador não
é conservar” (Ibid.).
Quando perguntado sobre os motivos que o fizeram
sair do manejo, o seringueiro explicou:
A gente acha que dá dinheiro, mas dá um custo danado.
Começa desde a exploração, dos gastos com o maquinário. E o produtor é a primeira saída. Todo produto bruto
é barato. Estamos na mata. Se o preço fosse bom, eu
faria manejo porque o jeito que a gente faz não danifica.
Na verdade, danifica porque qualquer máquina na mata
danifica. Recupera, mas não sabemos como vai ser nos
outros ciclos. Para ser manejador, tem que ter conhecimento e não deixar derrubar todas as árvores permitidas, liberadas pelo Imac. Não é o que eles querem, é
o que nós queremos e quero que todos os seringueiros
do estado do Acre saiam do manejo. Eu tenho 350 ha
aqui protegidos, enquanto os outros estão devastando.
O projeto está no abismo e vai chegar a hora que o Incra
não vai segurar mais (Ibid.).

Também nos explicou como a proposta do Manejo
chegou na comunidade como a única alternativa à expropriação territorial, explicitando a importância do
CTA na legitimação da proposta:
chegou um caba [um homem] meio louco aqui, um
engenheiro da CTA que convidou a Associação para
participar do manejo. Então, passamos três dias
falando de manejo. E nos colocaram duas alternati11 Seringueiro PAE Porto Dias. Manejo em Porto Dias. PAE Porto Dias, 19 de
set. 2013. Entrevista concedida à Relatoria.
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vas, ou manejo ou acabar com a nossa [suas] terra por
causa das invasões dos madeireiros. O que convenceu a gente foi a garantia de que a gente ia conseguir
vender a madeira. Acreditei tanto, por tanto tempo,
mas, olhando bem, foi uma forma de tirar a tradição
do seringueiro. O manejo é coisa de engenheiro. Seringueiro tira borracha e sabe vender, tira castanha e sabe
vender, mas madeira não (Ibid.).

O seringueiro depoente, começou a cortar seringa com
6 anos e embora há 9 anos não pratique mais a atividade, se identifica como seringueiro até hoje. Para ele “seringueiro é viver na floresta, cuidar da mata, é não devastar”
(Ibid.). Neste contexto, o manejo gera “uma mudança, tira a tradição” (Ibid.). Ele chegou a afirmar que o manejo
em Porto Dias é “diferente porque
é coletivo” (Ibid.). No entanto, sobre o caráter comunitário do manejo afirmou:

a gente estar mendigando. Se Porto Dias é modelo, o
governo deveria ter investido mais aqui. Tinha quer ter
estrada, educação. Hoje as crianças andam 6 km para
pegar o ônibus para ir para a escola e chegam de noite,
quando está escurecendo. Devia também ter saúde de
qualidade (Informação verbal12).

4.1.3 Seringal Cachoeira – PAE Chico Mendes, Xapuri
Isso não é sustentável, não. Sustentável deveria ser a
castanha e a seringa – isso deveria ser o manejo
florestal sustentável. Não madeira.
Agricultora do PAE Chico Mendes, Xapuri, 2013

Mapa 6: Localização PAE Chico Mendes

Preocupações em torno da juventude, que cada vez com maior frequência muda-se para a cidade,
também foram colocadas. Além disso, o seringueiro questionou a falta de política para aqueles que fecharam o ciclo
de manejo. “O governo diz ter uma política forte para a floresta, que é o manejo, mas não vi nada pensado para o manejador depois do manejo” (Ibid.), afirmou o seringueiro.
Ele ainda relatou que, na sua terra, tem açaí, castanha, banana e uma pequena criação de gado, e assim sobrevive.
No fim da conversa, o seringueiro também revelou
problemas em torno da Bolsa Verde:
Eu disse que é uma vergonha. Você passa a vida inteira
cuidando da floresta e vem uma miséria dessa para o
seringueiro e ainda dizem que não podemos queimar,
roçar... por R$ 100? E ainda deram a Bolsa Verde para
quem desmatou, para os fazendeiros. Não era para

CTA

Na verdade, o manejo aqui não
é comunitário porque a gestão
não está na mão da comunidade. Nenhum dos comunitários tem condições de
trabalhar na negociação com
o madeireiro porque vai ser
enganado. Já tomamos calote
e está na justiça. Uma coisa é
um engenheiro chegar lá (no
Imac), outra coisa é eu (Ibid.).

Localizado em Xapuri e também conhecido como Seringal Cachoeira, este PAE foi legalizado pela Portaria
do Incra nº 158, de 8 de março de 1989, como Projeto
de Assentamento Extrativista Chico Mendes. Posteriormente, pela Portaria nº 286, de 23 de outubro de 1996,
ele passou para a modalidade de Projeto de Assentamento Agroextrativista. A área foi desapropriada em 1988 e a
posse foi concedida em 12 de janeiro de 1989 para 68 famílias. Atualmente, 87 famílias vivem em uma área total
de 24.898,202 ha. De acordo com a Cooperfloresta (s/d),
50 famílias das 55 que fazem parte da Associação participam do manejo florestal comunitário madeireiro. Segun12 Seringueiro PAE Porto Dias. Manejo em Porto Dias. PAE Porto Dias, 19 de
set. 2013. Entrevista concedida à Relatoria.
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do relatos feitos a esta Relatoria, este número é menor,
considerando a retirada de diversas famílias do MFC.
Desde 2002 a atividade conta com a certificação do
FSC, tornando-se a primeira comunidade extrativista a
trabalhar com madeira certificada no Brasil (Ibid.).
De forma similar aos casos da FEA e do PAE Porto
Dias, depoimentos de representantes do seringal Cachoeira revelaram que a maioria das famílias entrou no MFC
atraídos pela renda que, até hoje, não se concretizou conforme o prometido. Além disso, as famílias denunciam
que o MFC devasta a mata, da qual sobrevivem com as
atividades de coleta de produtos não madeireiros. Estes
e outros fatores levaram uma das famílias com as quais
conversamos a se retirar do MFC. No entanto, esta família, que não tinha o contrato do manejo em mãos (assim
como as outras com as quais conversamos), denunciou
que, embora tenham decidido sair do manejo, precisam
permitir a retirada da madeira por mais um ciclo para
cobrir os gastos do inventário realizado por terceiros, na
fase inicial do manejo, antes mesmo que o manejo tivesse começado. O mesmo processo que foi denunciado no
PAE Porto Dias.
Uma agricultora do Seringal nos explicou porque estava se retirando do MFC:
(…) eu disse que não ia mais continuar porque estava
acabando com a minha mata e não dava certo. A
seringa, ela é permanente e desde que eu nasci essa
seringa sustenta a gente e nunca faltou nada. Então, o
meu esposo faz a cada 15 dias R$ 480, aí, final do mês
dá R$ 800 e pouco, do látex. Então, é melhor cortar a
seringa, que todo mês você tem um salário, do que você
esperar cada dois anos para você receber R$ 3 ou 4 mil,
que é o máximo que a gente recebe. Nunca recebemos
mais do que isso (Informação verbal13).

tirar mais madeira para pagar o trabalho do inventário. Que nem nós. Nós paramos e pensamos que não ia
ter que tirar mais madeira. Mas vamos ter que tirar este
outro ano para pagar o que eles fizeram lá dentro. Tem
que pagar pelo inventário. Só que tirando este, eu não
quero mais não. Mas se nós não quiser tirar este ano,
não dá, nós vamos ser obrigados a tirar (Ibid.).

A agricultora reclamou não só da falta de renda como
também dos impactos ambientais:
Fizemos um primeiro ano e, aí, botamos outro e depois
fomos avaliar como fica a mata da gente. Fica só os
pereisaus, os tiriricaus. Você não anda mais, acaba a
caça, os animais vão embora. Nossa mata é muito rica.
De caça, de patuá, o açaí, a bacaba, a seringa dele é boa.
Nós fomos avaliar assim como nós ia ficar e vimos que
não dá certo, não com o pouco dinheiro que nós recebe.
Vimos que este negócio não tá certo, não. Nós já vivia
sem isso, vamos parar com esse negócio (Ibid.).
		
O manejo destrói a mata sim. A senhora tá vendo. E
aqui é o melhor que tem. Tem outros que tá pior que
isso. Mas, meu Deus... Se todo ano eu botar 10 hectares,
a minha mata vai ficar deste tipo aqui. Nós temos três
anos, três manejos. Vamos tirar e os 30 hectares vai ficar
deste jeito. Então, é melhor parar porque, se não, como
vão ficar as florestas? As estradas de seringa, como vão
ficar? Meu esposo ficando cada dia mais velho para
andar numa mata desta entupida não tem condição. E
a castanha que ele tira, olha aí. Isso fica tudo cerrado.
E tem muito inseto, tem muita pica de jaca. Com uma
mata cerrada, a gente corre um risco muito grande
(Informação verbal14).

Também escutamos denúncias em torno do processo
de certificação:
O Imaflora vem aqui. Vocês conhecem, né? Eles estiveram na minha casa. Eles [o pessoal do Imaflora] vêm
entrevistar a gente. Eles são as pessoas que vêm aqui
para corrigir, só que eles não vão para os cantos que
é necessário ir. Só vão para os cantos melhor que tem.
Eles perguntaram coisa demais. Por que a senhora vai
sair? Não vou continuar porque não quero derrubar a
minha mata. Amanhã, como vou fazer? O pessoal do
Imaflora é tipo o Imac. O que eles ver aqui eles ficam
calados e, aí, eles vão pra São Paulo. Aí, vem de lá pra
cá. Quando chegam lá mandam umas cartas (Informação verbal15).

Sobre a renda e a necessidade de continuar no manejo
para pagar o inventário, a mesma explicou que
Eles dizem que pagam R$ 90 pela madeira bruta, mas,
aí, eles dão um desconto de 30% e, aí, fica só R$ 60 e,
depois, quando a gente vai receber aqui a gente dá mais
10% pra a Cooperativa e mais 5% pra outro negócio...
aí, fica só R$ 45. Tiram tudinho. É peão, é combustível...
e desconta tudo (Ibid.).
		
(…) se você quer parar o manejo, ainda assim é preciso
13 Agricultora PAE Chico Mendes. Manejo no Acre. PAE Chico Mendes, 21
de set. 2013. Entrevista concedida à Relatoria.
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14 Agricultora PAE Chico Mendes. Manejo no Acre. PAE Chico Mendes, 21 de
set. 2013. Entrevista concedida à Relatoria.
15 Ibid.
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Entendendo que o manejo tem um impacto sobre
a vida na floresta e na tentativa de compreender como ele cumpre com o objetivo de fortalecer a cultura dos povos da floresta, questionamos o seringueiro
e a agricultora, que responderam:

Se o manejo fortalece a cultura do seringueiro? Ah,
coitado. Só se for aqueles que trabalham lá fora, porque
aqui não. A cultura do seringueiro é a seringa, a castanha... isso é a nossa cultura. Então, como é que eles
querem dizer que o manejo florestal fortalece a cultura
do seringueiro se a borracha tem o valor dela, a castanha tem o valor diferente. Se você vender duas latas de
castanha dá R$ 46. Nós ganha quase mais que um metro
de madeira, não ganha? (Informação verbal16).
Ah, muda muita coisa. Nós fica impedido de botar
roçado aí, de caçar aí, muita coisa. Fica mudando a
vida da gente. Diz que dão ajuda de custo para a gente
não botar roçado. Tem outro agora aí... como é o nome
daquele salário que tão dando agora, Zé? A Bolsa
Verde que, de três em três meses, recebemos R$ 300. A
senhora acha que tem condição? Uma família que tem
filho no segundo grau, um filho pequeno ganhar R$ 300
por mês? (Informação verbal17).

		
Em entrevista durante a visita ao Seringal, um representante do STTRX revelou outro problema decorrente
dos projetos de manejo: a exploração sexual e o impacto
sobre o modo de vida familiar.

Como se apenas os seringueiros preservando a floresta
fosse suficiente para resolver o problema do clima do
mundo. No ano passado, eu disse para uma promotora
de justiça do meio ambiente que compreendo que existe
uma alteração do clima, mas não somos só nós, população tradicional, deixando de cultivar nossa roça de
subsistência, para a qual queimamos apenas uma vez
por ano, que vai resolver a situação. O que foi que o
governo brasileiro fez? Sabemos que 80% da poluição
do ar do mundo vem da queima de combustíveis fósseis,
que está provado cientificamente. O que o governo fez?
Tirou o IPI e vendeu mais automóveis. Então, isso é
uma contradição. E até hoje eu sei que a Alemanha é
um país que tem a capacidade inferior de energia solar
que o Brasil e já tem uma iniciativa para resolver este
problema da queima de combustível. Também tem em
torno de 127 projetos de barragens para a Amazônia.
E isso combina com sustentabilidade? Combina com
preservação? E agora eu não posso queimar o meu
roçado que é uma gota d´água no oceano, pois é apenas
uma vez por ano? A gente sempre fez isso. Só para vocês
terem ideia, tenho 59 anos, 55 é na pimenteira. Meu
irmão mais novo tem 52, nasceu lá e tem filha de 25 e
neta de 8. Todo mundo nasceu lá. Você ainda pode ver
a floresta de qualquer ponto do local, e sempre fizemos
o roçado todo ano para produzir a comida. E o governo
quer proibir 100% o uso do fogo em nome da preservação global e em defesa da redução do aquecimento
global (Ibid.).

17 Agricultora do PAE Chico Mendes. Manejo no Acre. PAE Chico Mendes, 21
de set. 2013. Entrevista concedida à Relatoria.

4.1.4 Manejo Florestal: violação dos direitos dos seringueiros
De acordo com um representante do Imac, a política de
MFS surgiu em 1999 como “forma de reduzir o desmatamento”. Para se aprovar um Plano de Manejo, a “propriedade tem que ser garantida. Mesmo tendo o documento,
tem que resolver qualquer litígio” (Ibid.). Quando questionado sobre o monitoramento dos projetos de manejo,
o integrante do governo ressaltou que “o órgão ambiental tem déficit de técnicos, mas o monitoramento dos
planos de manejo é feito. Só se autoriza o próximo Plano
de Manejo quando o monitoramento é feito”. No caso de
haver qualquer irregularidade, como a “exploração indevida de árvores” existem “sanções legais, como o embargo do Plano” (Informação verbal19).
Em decorrência do manejo, argumentou o representante do Imac, houve uma redução do desmatamento e
da retirada ilegal de madeira: “até 2004-2005, eu diria
que quase que 90% da madeira explorada, exportada
era de desmatamento ilegal e hoje mais de 95% da que

18 Agricultora do STTRX. A economia verde no Acre. Xapuri, 21 de set. 2013.
Entrevista concedida à Relatoria.

19 Representante do Imac. Economia verde no Acre. Rio Branco, 5 de dez.
2013. Entrevista concedida à Relatoria.

Além dos danos colocados, tem também casos de exploração sexual. Na comunidade Simintuba, a empresa que
foi fazer o inventário alterou toda a vida da comunidade. O índice de prostituição aumentou. As meninas
adolescentes se prostituíram a partir da chegada desta
empresa (Informação verbal18).

A agricultora do Sindicato também conversou com a
Relatoria sobre como o manejo tem sido apresentado como única solução para os seringueiros, inclusive sob o
argumento da responsabilidade dos mesmos na geração
de problemas ambientais e climáticos:
Eles colocam essa questão do aquecimento global como
um terror psicológico para as cabeças das pessoas.
16 Seringueiro do PAE Chico Mendes. Manejo no Acre. PAE Chico Mendes, 21
de set. 2013. Entrevista concedida à Relatoria.
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é trabalhada no mercado local e exportada é de plano de manejo” (Ibid.) No entanto, como mencionado
acima, existem questionamentos em relação, primeiro,
aos dados oficias sobre o desmatamento e, segundo, à
existência do desmatamento oculto, não incluído nos
dados oficiais.
Um representante da Sedens, responsável pelo Programa de Manejo Florestal Comunitário, afirmou que o
mesmo veio para “atender o anseio histórico da comunidade de por um fim à degradação e predação das suas florestas por parte dos madeireiros”. A proposta era,
então, “chegar na frente deste madeireiro, formar a comunidade, explicar o que era manejo e, com isso, evitar, primeiro o desmatamento da área de Reserva Legal,
e, segundo, aumentar o valor do ativo florestal” (Informação verbal20).
Em relação à Floresta de Antimary, o representante
da Sedens explicou que a mesma é “uma floresta emblemática como um laboratório de políticas porque lá você tem desde a Fiocruz fazendo pesquisa até a Embrapa”.
Ele ainda afirmou que “Antimary tem hoje 54 famílias
com a posse reconhecida; a Floresta foi criada com o reconhecimento destas famílias”. Esta afirmação foi feita
com base na argumentação de que “é importante entender isso porque, às vezes, as pessoas entendem que a
gente faz o manejo sem considerar a comunidade” (Informação verbal21).
Para reforçar mais ainda a política de manejo no estado, o governo argumentou que a mesma compete com
a exploração de madeira ilegal e com a criação do gado, onerando assim o MFS. Contudo, este não é um
problema maior já que, segundo afirma o representante do Imac,
outros empresários de outros estados, onde a degradação está tomando conta, têm ilegalidade, manejo ilegal.
Rondônia é um grande exemplo, querem vir para o
Acre. As pessoas do bem querem vir para o Acre porque
temos uma legislação que a gente segue ao pé da letra.
Temos uma política florestal voltada para isso. Você vai
ter acesso à madeira, ao manejo, mas tem que seguir as
regras (Informação verbal22).

20 Representante da Sedens. Economia verde no Acre. Rio Branco, 5 de dez.
2013. Entrevista concedida à Relatoria.
21 Representante da Sedens. Economia verde no Acre. Rio Branco, 5 de dez.
2013. Entrevista concedida à Relatoria.
22 Representante do Imac. Economia verde no Acre. Rio Branco, 5 de dez.
2013. Entrevista concedida à Relatoria.
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Quando questionado sobre a relação desigual no processo de negociação entre a comunidade e o madeireiro,
o representante da Sedens afirmou que “aí, é uma relação da comunidade com o empresário”, e, ainda, “é uma
questão de mercado mesmo. O que a comunidade não
entende é o preço da madeira e é sempre uma reclamação deles, mas essa é uma questão de mercado”. Ele ainda argumentou que para superar este problema “demos
um passo a mais em 2005. Ajudamos as comunidades comunidades de Porto Dias e Cachoeira - a criarem uma
cooperativa de produtores florestais, a Cooperfloresta”,
que teria sido “criada para tentar valorizar, aumentar o
valor do produto florestal, organizar as comunidades em
torno do manejo e também capacitar lideranças para fazer a gestão destas áreas” (Informação verbal23).
Em relação aos questionamentos e às denúncias apresentadas por esta Relatoria, no sentido de que os madeireiros estariam se beneficiando do manejo, enquanto os
seringueiros estão em situação de desigualdade, o representante do Imac afirmou que
Ás vezes, aquele pequeno que está lá dentro não consegue entender. Tem essas coisas do mercado. É oferta de
produto, como qualquer outro. Se não houver procura,
cai o preço. Quando o dólar sobe também. E não é interessante o empresário investir porque não vai ganhar.
Mas a gente ouve muito lá dentro, “ah, o grande está
tirando, está ganhando e a gente não ganha nada”. É por
conta destas questões. O grande exercício que temos
feito é fazer com que estas comunidades todas, as tradicionais, possam ter acesso aos benefícios da madeira,
poder tirar uma árvore para construir sua casa, ter
qualidade de vida melhor, ter casa bonita.

No entanto, considerando o que foi presenciado no território, anteriormente exposto, e o fato dos seringueiros
serem reconhecidos como uma comunidade tradicional,
do ponto de vista dos direitos humanos e das conquistas
formais a eles referentes, o MFS, na vida cotidiana desses
territórios, tem implicado em violações de diferentes leis,
políticas e tratados. Abaixo, são descritos alguns deles.
Tratados Internacionais
- Convenção para a Proteção do Patrimônio Mundial, Cultural e Natural, promulgada pelo Decreto nº
80.978, de 12 de dezembro de 1977, e aprovada pelo
23 Representante da Sedens. Economia verde no Acre. Rio Branco, 5 de dez.
2013. Entrevista concedida à Relatoria.
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Além dos madeireiros controlarem todo o processo e acabarem lucrando com o manejo, enquanto os agricultores não conseguem gerar renda
suficiente para a sobrevivência, os comunitários denunciam a recorrente extração ilegal da madeira por fora do Plano de Manejo

Congresso Nacional através do Decreto Legislativo nº
77, de 30 de junho de 1977, estabelece mecanismos de
reconhecimento e proteção de estruturas com destacado
interesse para a humanidade.
- Convenção 169 da Organização Internacional do
Trabalho (OIT), promulgada pelo Decreto nº 5.051, de
19 de abril de 2004, e aprovada pelo Congresso Nacional através do Decreto Legislativo nº 143, de 20 de junho de 2002:
Reconhece o direito de posse e propriedade e
preceitua medidas a serem tomadas para a salvaguarda destes direitos em relação à terra e ao território que as comunidades tradicionais ocupam ou
utilizam coletivamente.

- Convenção sobre Diversidade Biológica, assinada em 5 de junho de 1992, promulgada pelo Decreto
nº 2.519, de 16 de março de 1998, e aprovada pelo
Congresso Nacional através do Decreto Legislativo nº 2,
de 3 de fevereiro de 1994. Dentre outros dispositivos, a
Convenção prevê:

Respeitar, preservar e manter o conhecimento, inovações e práticas das comunidades locais e populações
indígenas com estilo de vida tradicionais relevantes à
conservação e à utilização sustentável da diversidade
biológica e incentivar sua mais ampla aplicação com a
participação dos detentores desse conhecimento, inovações e práticas; e encorajar a repartição equitativa dos
benefícios oriundos da utilização desse conhecimento,
inovações e práticas: alínea j do artigo 8;
Proteger e encorajar a utilização costumeira de recursos biológicos de acordo com as práticas culturais tradicionais compatíveis com as exigências de conservação e
utilização sustentável: alínea c do artigo 10.

Legislação Brasileira
- Política Nacional de Desenvolvimento Sustentável dos Povos e Comunidades Tradicionais
(PNPCT), instituída pelo Decreto nº 6.040, de 7 de
fevereiro de 2007, preconiza que os territórios tradicionais são espaços necessários à reprodução cultural, social e econômica dos povos e das comunidades
tradicionais, utilizados de forma permanente ou tem-
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porária. Estabelece como objetivo geral o desenvolvimento sustentável dos povos e das comunidades
tradicionais, com ênfase no reconhecimento, fortalecimento e garantia de seus diretos territoriais, sociais,
ambientais, econômicos e culturais, com respeito e valorização à sua identidade, suas formas de organização e suas instituições. Tem como objetivos específicos:
a garantia aos povos e às comunidades tradicionais de
seus territórios e o acesso aos recursos naturais que
tradicionalmente utilizam para sua reprodução física,
cultural e econômica (inciso I do artigo 3º);
garantir os direitos dos povos e das comunidades tradicionais afetados direta ou indiretamente por projetos,
obras e empreendimentos: inciso IV do artigo 3º.

- Programa Nacional de Direitos Humano, terceira
versão (PNDH-3), promulgado pelo Decreto Legislativo nº 7.037, de 21 de dezembro de 2009, e atualizado
pelo Decreto nº 7.177, de 12 de maio de 2010, também
propõe diversas ações para concretizar a proteção e defesa dos direitos humanos de comunidades tradicionais.
O PNDH-3 representou um avanço em relação às outras duas versões pois incorporou a transversalidade
nas diretrizes e nos objetivos estratégicos propostos, na
perspectiva da universalidade, indivisibilidade e interdependência dos Direitos Humanos. Além disso, incorpora valores de preservação ambiental e distribuição de
renda nas ações do modelo de desenvolvimento econômico. Foi resultado de processos de consulta com a sociedade civil, em especial a 11a Conferência Nacional
dos Direitos Humanos.
O Eixo II “Desenvolvimento e Direitos Humanos”, por
exemplo, afirma a importância de proteger, respeitar e
resguardar os direitos das populações tradicionais e do
respeito aos tratados e convenções internacionais de que
o Brasil é signatário. A Diretriz 4 – “Efetivação de modelo de desenvolvimento sustentável, com inclusão social
e econômica, ambientalmente equilibrado e tecnologicamente responsável, cultural e regionalmente diverso,
participativo e não discriminatório”, no seu objetivo estratégico I: “Implementação de políticas públicas de desenvolvimento com inclusão social”, coloca como ação
programática a necessidade de:
g) Fomentar o debate sobre a expansão de plantios de
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monoculturas que geram impacto no meio ambiente e
na cultura dos povos e comunidades tradicionais, tais
como eucalipto, cana-de-açúcar, soja, e sobre o manejo
florestal, a grande pecuária, mineração, turismo e pesca (grifo nosso). (BRASIL, 2010b, p.46)

O Eixo Orientador III “Universalizar Direitos em um
Contexto de Desigualdades”, na sua Diretriz 10 “Garantia da igualdade na diversidade”, objetivo estratégico I:
“Afirmação da diversidade para a construção de uma sociedade igualitária” determina a importância de:
b) Incentivar e promover a realização de atividades
de valorização da cultura das comunidades tradicionais, entre elas ribeirinhos, extrativistas, quebradeiras
de coco, pescadores artesanais, seringueiros, geraizeiros, vazanteiros, pantaneiros, comunidades de fundo
de pasto, caiçaras e faxinalenses (negrito nosso) (Ibid.
p.113, grifo nosso).

Compreendemos, como Relatoria, que há grandes
desafios para os poderes públicos e a sociedade civil
estabelecerem políticas de gestão de um território de
alta importância socioambiental, como são os territórios da Floresta Amazônica. A luta dos seringueiros,
de fato, tem grande representatividade nas políticas
ambientais nacionais e internacionais e, sobretudo, no
contexto do Acre. Dentre esses desafios estão os de lidar com múltiplos sujeitos e os conflitos territoriais
históricos. Nesse caso, há de considerar as inúmeras
desigualdades entre esses sujeitos e o fato de que são
as comunidades tradicionais e os povos indígenas os
mais prejudicados nas disputas. Desse modo, a garantia dos seus direitos deve ser uma preocupação que
extrapola a concepção e institucionalização da política e se efetiva na vida concreta, construindo, de fato, o
enfrentamento a essas desigualdades na produção do
bem comum. Para tanto, o papel das autoridades e dos
órgãos públicos, assim como o que priorizam em seus
métodos e cotidiano, são fundamentais.
No que se refere às comunidades visitadas, o que se
percebe é um elevado nível de insatisfação com os resultados e os métodos da política e de desconfiança no
que se refere ao Estado e aos agentes privados. Essa insatisfação e desconfiança não se dão sem causas e nem
são meramente reflexos de incompreensões por parte de
quem se sente prejudicado, mas resultado de experiências vividas e ideias legítimas. Isso aponta, dentre outras,
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a necessidade de construir soluções coletivas e participativas, onde as comunidades e os povos possam efetiva
e autonomamente se sentirem seguros. Para tanto, suas
reivindicações precisam ser consideradas e tratadas de
forma igualitária pelo Estado, no que se refere aos outros
agentes envolvidos.
4.2 Comunidades Indígenas: o caso do povo Jaminawa
Não existe, na nossa língua, essa discussão de largar
nossa terra. A gente não vê a terra como renda. Terra
é laço muito sagrado porque foi dela que a gente veio
e é para ela que vamos ser devolvidos.
Liderança indígena Huni Kui, 20 de set. 2013.

No Acre, como em outros estados, o trabalho de campo desta Relatoria revelou que não só o tema da economia verde como a própria situação dos direitos dos
povos indígenas recebe compreensões diferenciadas entre os povos e as organizações indigenistas. Nas comunidades visitadas, ficou explícita uma perspectiva diferente
e, em muitos casos, até mesmo oposta à apresentada por
algumas organizações ambientalistas e indigenistas e pelos órgãos públicos tanto em relação ao estado dos direitos dos povos indígenas como também aos benefícios da
economia verde e de seus mecanismos para os mesmos.
O governo do Acre contabiliza uma população indígena de 18.240 pessoas de 16 povos, vivendo em 12 municípios e 210 aldeias, que ocupam uma área de 2.390.112
hectares, o que representa 14,55% do território do estado (BRASIL, 2013, Acre em números). Esta área não inclui os grupos de indígenas em situação de isolamento
voluntário que vivem nas regiões dos municípios de Feijó, Jordão e Santa Rosa do Purus.
De acordo com dados do Instituto Socioambiental
(ISA) (2014), o estado conta com 36 terras indígenas,
nove das quais ainda não foram homologadas. Porém,
o Conselho Indigenista Missionário (Cimi) informa
que existem ainda 21 terras indígenas não demarcadas, incluindo as de povos isolados. Segundo o Cimi, os
seguintes povos indígenas no Acre aguardam a demarcação das suas terras e, consequentemente, sofrem diversas violações aos seus direitos constitucionais, além
de enfrentarem situações de conflitos territoriais e desamparo social: Jaminawa do São Paulino, Curralinho,
Nawa (Naua), Kuntanawa, Jaminawa do Guajará, Jami-

nawa do Rio Caeté, Manchineri Serigal Guanabara, Jaminawa e Kulina (Madjá) do Estirão, Nukini da Aldeia
Kampô, Apurinã e Jamamadi do Monte (Monte, Primavera e Goiaba), Jamamadi do Iquirema, Jamamadi de
Lourdes, Apurinã do Cajueiro, Apurinã do Valparaíso,
Jaminawa do Caiapucá, Jamamadi de Maracajú, além
das terras dos povos em situação de isolamento.
Ao mesmo tempo, os povos cujas terras já foram demarcadas também estariam vivendo sob a ausência de
outros direitos historicamente conquistados. Além disso, os conflitos territoriais permanecem e as maiores
perdas quase sempre recaem sobre os povos. Frente à
situação de desassistência em muitas das aldeias, por
exemplo, inúmeros indígenas estão sendo forçados a
vagar pelas cidades, tornando-se alvos de atos de violência e ameaças de morte. Em decorrência da falta de
garantia e proteção territorial, muitas terras indígenas
encontram-se invadidas por madeireiras e fazendeiros,
o que gera conflitos, inclusive violentos.
Organizações de apoio como Amigos da Terra Brasil, Movimento Mundial de Florestas Tropicais e a Rede Brasil sobre Instituições Financeiras Multilaterais
(2013), após visita ao Acre, em setembro de 2013, denunciaram que as ações de protesto e denúncia dos povos indígenas não têm sensibilizado a Funai e as demais
autoridades. Ao contrário, em vez de serem ouvidas,
as lideranças indígenas têm sofrido um brutal processo de criminalização, vivendo sob o medo de ameaças
de morte e respondendo a processos judiciais por denunciarem a omissão das autoridades e as violências
sofridas. Por outro lado, denunciam que os recursos
públicos têm sido aplicados no estado para atividades
que ameaçam diretamente as comunidades e os territórios indígenas, como a madeireira e a pecuária. Neste sentido, uma liderança indígena de São Paulino, nos
afirmou: “nós, indígenas, não temos direito de fazer roçado e o governo dá ajuda para os brancos, os fazendeiros. Fazendeiros têm financiamento para gado e está
derrubando a mata, enquanto nós, indígenas, estamos
na cruzada” (Informação verbal24).
Além dessa situação de conflito e ausência de regulamentação territorial, de acordo com o Cimi (2013), planos de manejo estão sendo implementados em terras em
disputa, tendo como fundamento a ideia de que se a ter24 Liderança indígena da aldeia de São Paulo. A situação dos povos
indígenas no Acre. Aldeia São Paulino, 20 de set. 2013. Entrevista concedida
à Relatoria.

Comment Overview

55

Navigate to Table of Contents

ra não está demarcada é possível fazer uso da mesma. As
terras indígenas estariam também sendo foco de projetos de mensuração dos serviços ambientais, como o carbono, para inclusão no Sisa e no Programa ISA-Carbono.
As organizações locais com as quais a Relatoria conversou
afirmam que a expansão desses projetos da economia verde em territórios indígenas, sem a adequada compreensão
por parte dos povos e que, frequentemente, aumentam a
presença de atores externos nesses territórios, agravam
a pressão e os riscos contra os direitos territoriais e cul-

turais dos povos, que acabam aceitando os projetos com
base em promessas de melhorias nas suas condições de vida. Além disso, a preparação de agentes florestais estaria
ocorrendo a partir do princípio de que “tudo na natureza
pode ser manejado”, configurando-se como fator de risco
para a garantia dos direitos dos povos indígenas.

Tabela 4: População Indígena no Acre

Alto Rio Purus

Homologada. Reg CRI e SPU.

Alto Tarauacá

Homologada. Reg CRI e SPU.

Tabela 5: Situação Jurídica das Terras Indígenas no Acre
Terra Indígena

Arara do Rio Amônia

Homologada. Reg CRI e SPU.

Cabeceira do Rio Acre

Homologada. Reg CRI e SPU.
Em Identificação.

Campinas/Katukina

Homologada. Reg CRI e SPU.

Igarapé do Caucho

Homologada. Reg CRI e SPU.

Igarapé Taboca do Alto Tarauacá

Com Restrição de Uso

Jaminawa/Arara do Rio Bagé

Homologada. Reg CRI e SPU.

Jaminawa do Igarapé Preto

Homologada. Reg CRI e SPU.

Jaminawa do Rio Caeté

Em Identificação.

Jaminawa/Envira

Homologada. Reg CRI e SPU.

Kampa do Igarapé Primavera

Homologada. Reg CRI e SPU

Kampa do Rio Amônia

Homologada. Reg CRI e SPU

Kampa e Isolados do Rio Envira

Homologada. Reg CRI e SPU

Katukina/Kaxinawá

Homologada. Reg CRI e SPU

Kaxinawá/Ashaninka do Rio Breu

Homologada. Reg CRI e SPU

Kaxinawá da Colônia Vinte e Sete

Homologada. Reg CRI e SPU

Kaxinawá do Baixo Jordão

Homologada. Reg CRI e SPU

Kaxinawá do Rio Humaitá

Homologada. Reg CRI e SPU

Kaxinawá do Rio Jordão

Homologada. Reg CRI e SPU

Kaxinawá do Seringal Curralinho

Fonte: DSEI; AEAI

Declarada.

Arara/Igarapé Humaitá
Cabeceira dos rio Muru e Iboiaçu

Em Identificação.

Kaxinawá Nova Olinda

Homologada. Reg CRI e SPU

Kaxinawá Praia do Carapanã

Homologada. Reg CRI e SPU

Kaxinawá Seringal Independência

Dominial Indígena Reg CRI.

Kulina do Igarapé do Pau

Homologada. Reg CRI e SPU

Kulina do Médio Juruá

Homologada. Reg CRI e SPU

Kulina do Rio Envira

Homologada. Reg CRI e SPU

Mamoadate

Homologada. Reg CRI e SPU

Manchineri do Seringal Guanabara

Em Identificação.

Nawa

Em Identificação.

Poyanawa
Rio Gregório
Riozinho do Alto Envira
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Fonte: Povo Jaminawa

Mapa 7: Aldeia São Paulino

A Relatoria teve a oportunidade de conhecer de perto a situação de duas comunidades indígenas do povo
Jaminawa: a São Paulino, próxima do município de Sena Madureira, e a do Beco do Adriano, situada na periferia dessa mesma cidade. Nesse processo, as situações
de vulnerabilidade, conflito e insegurança territorial e
de saúde física e psicológica dos povos indígenas foram
identificadas conforme descrito a seguir.

São tantos anos que a gente vêm sofrendo.
Este ano ficamos mais prejudicados porque
não podemos roçar. Os fazendeiros podem,
e a gente não pode? Somos 24 famílias,
como vamos sobreviver?
Liderança da Terra Indígena São Paulino,
20 de set. 2013

nu. Em 1975 foram denominados como Jaminawa. Trata-se de um povo seminômade que durante sua história
e por diferentes motivos, como conflitos territoriais, necessidades de sobrevivência e fatores culturais, teve que
enfrentar frequentes mudanças e dispersões de famílias.
No estado do Acre a população dos Jaminawa é de
aproximadamente de 500 indígenas, vivendo nas terras
indígenas Cabeceira do Rio Acre (Assis Brasil), Colocação São Paulino (Boca do Acre/Sena Madureira) Jaminawa do Guajará (Sena Madureira), Jaminawa do
Igarapé Preto (Rodrigues Alves), Jaminawa do Rio Caeté (Sena Madureira), Jaminawa Seringal São Francisco
(Sena Madureira) e Mamoadate (Sena Madureira/Assis
Brasil) (CIMI, 2004).
A aldeia indígena de São Paulino é composta por 24
famílias que há mais de 30 anos buscam regularizar seu
território ancestral. Eles contam um pouco da sua história e de como chegaram na terra que hoje ocupam:

O povo Jaminawa é composto por quatro extensas famílias, que mantêm a mesma língua com apenas algumas diferenças dialetais. Os povos originários Xixinawa,
Kununawa, Sharanawa, e Mastanawa foram, em decorrência da invasão de caucheiros peruanos, forçados a
migrar da região do médio Rio Ucayali, no Peru, para o
Rio Juruá e, depois, para os rios Yaco, Purus e Tahuama-

Morávamos no Rio Chandless, mas os fazendeiros começaram a fazer o que estão fazendo aqui, então, a gente saiu. Um bocado subiu o Rio Purus e outros vieram
pra cá, para uma colônia. Mas achamos pequeno, então, subimos o Purus. Dormimos na praia, na casa de
farinha. Moravam poucos indígenas aqui. Quando dormimos lá, eles nos ofereceram ficar aqui. Não tinha ninguém aqui quando chegamos. Meu filho nasceu aqui e

4.2.1 Aldeia São Paulino
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tem hoje 30 anos. Meu pai comprou a casa de um branco. O problema foi quando Bibi vendeu e veio um homem que derrubou tudo. Este vendeu para outro, que
vendeu para outro... É tudo terra pública. Não tem título (Informação verbal25).

Segundo os indígenas entrevistados, eles vivem em
apenas cinco hectares sob a constante ameaça de fazendeiros, invasores das suas terras, que vêm destruindo a
floresta com a extração da madeira e a criação de gado.
Como consequência, a comunidade vive em apenas uma
faixa de terra localizada entre o Rio Purus e a fazenda
ocupada por um fazendeiro. Trata-se de uma área que
todos os anos é alagada pelo Rio Purus e, por este motivo, as plantações são destruídas. O espaço apropriado
para a agricultura, que já é pequeno, é, assim, reduzido
e a capacidade da comunidade de garantir a sua sobrevivência e soberania alimentar é afetada.
A comunidade, além de perder suas plantações de macaxeira, banana, milho e arroz, dentre outras, também
tem suas casas e seus poucos pertences destruídos pela
enchente. A proliferação de doenças pela contaminação
das águas, como diarreias e vômitos, vitimiza, sobretudo
as crianças. Segundo uma das lideranças entrevistadas,
“são tantos anos que a gente vem sofrendo. Este ano ficamos mais prejudicados porque não podemos roçar. Eles
podem e a gente não pode? Somos 24 famílias, como vamos sobreviver? (Informação verbal26).
Os indígenas, principalmente suas lideranças e as mulheres, também denunciam que são intimidados e ameaçados, verbalmente ou mesmo a tiros, pelos invasores,
quando buscam praticar suas atividades tradicionais, como a agricultura, a caça e a pesca. Além de serem vítimas dessas violências e humilhações, caso essa situação
não seja resolvida imediatamente, os povos da comunidade de São Paulino correm o risco de morrerem de fome por falta de terra para praticarem suas atividades de
sobrevivência. Segundo uma liderança,
Os brancos estão derrubando tudo. O gado está passando no nosso roçado, comendo o milho, estragando
a banana. Nosso roçado já é pequeno. Homem armado com espingarda entra no nosso território. Como vamos sobreviver? Andaram atirando no meu filho que
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tava pescando. Nosso problema para ser resolvido é tirar este povo daqui para a gente viver tranquilo, como
sempre vivemos. O caseiro do fazendeiro disse: não venha pescar mais aqui (no Igarapé) porque a ordem que
temos é de atirar em vocês. Deixamos nossas redes para pescar e no outro dia vamos e rasgam toda a nossa
rede. Fazendeiros tiravam madeira, agora pasto (Informação verbal27).

Em 2012 a comunidade ganhou uma ação judicial que
determinava a imediata retirada dos invasores não indígenas. A ação tramita na 1ª Vara Federal do Amazonas,
sob o nº 12687-27.2012.4.01.3200. Porém, a ordem judicial ainda não foi cumprida. “Recebemos documento
assinado do MP [Ministério Público] dizendo que vão
tirar o povo [os intrusos] daqui, e até agora nada” (Informação verbal28).
A comunidade também revelou que, em 2002, um
Grupo de Trabalho da Funai iniciou os estudos de identificação do território de São Paulino para atender a reivindicação da comunidade de demarcação de cerca de 6
mil hectares de terra. Apesar da Funai afirmar que tratase de terras tradicionalmente ocupadas pelos Jaminawa,
o órgão, desde 2004, interrompeu os seus trabalhos de
demarcação. Para a população indígena, a promessa da
Funai no Acre de apoiar a comunidade no sentido de finalizar o processo demarcatório e, desse modo, aliviar
seu sofrimento tem sido sistematicamente descumprida:
Não confiamos mais na Funai. Tantos anos a gente
lutando e a Funai não faz nada para a gente. O que vamos comer? Os brancos que dizem que não podemos
roçar. Até agora não fizemos roçado, esperando decisão
da Funai. O inverno já tá chegando e alaga tudo. O que
vamos comer? A gente não tem ganho. Não respeitam
a gente, mas querem que a gente respeite eles. Não deixam a gente brocar, mas eles brocam. Se inverno chegar
e tiver assim, vamos brocar em frente a Funai porque
não vamos passar fome não (Informação verbal29).

Segundo a Assessoria Indígena do governo estadual
do Acre, o caso da aldeia de São Paulino dificulta a resolução do conflito por parte do governo do estado já que
“fazem parte do estado do Amazonas, do ponto de vis-

25 Liderança indígena da aldeia de São Paulo. A situação dos povos
indígenas no Acre. Aldeia São Paulino, 20 de set. 2013. Entrevista concedida
à Relatoria.

27 Ibid.

26 Liderança indígena da aldeia de São Paulo. A situação dos povos
indígenas no Acre. Aldeia São Paulino, 20 de set. 2013. Entrevista concedida
à Relatoria.

29 Liderança indígena da aldeia de São Paulo. A situação dos povos
indígenas no Acre. Aldeia São Paulino, 20 de set. 2013. Entrevista concedida
à Relatoria.

28 Ibid.
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A instalação da escola e do posto de saúde indígenas indica que o Estado reconhece que os Jaminawa são indígenas, no entanto, o povo
continua aguardando a finalização do processo de demarcação de seus território tradicional pela Funai, interrompido em 2004

ta territorial, por mais que estejam no município da Boca do Acre. Ali tem uma jurisdição da Funai que é Acre,
sul do Amazonas e Rondônia”. Afirmam que “há, de fato,
uma situação que nos preocupa muito”, mas que
Nos últimos anos ocorre uma fragilização do poder da
Funai para garantir os territórios. A conjuntura política,
institucional no Brasil, no Congresso e Executivo também dificulta a garantia destes direitos. Temos no Acre,
nos últimos 10 anos, uma situação vagarosa que é o reconhecimento de novas terras, apimentado pela sobreposição de demandas, populações emergentes, novas,
identificação de novos direitos que estão hoje em reservas extrativistas, parques nacionais, que gera uma indefinição dos órgãos bastante complicado de segurar30.

4.2.2 Beco do Adriano
Desde 1990, os conflitos decorrentes da falta de segurança territorial têm gerado outra problemática enfrentada
pelo povo Jaminawa: a ida de famílias inteiras para as
periferias das cidades. A realidade da vida na cidade impõe-se de forma brutal para os indígenas, que são obrigados a modificar suas relações sociais, familiares, com
o trabalho, suas práticas espirituais, seus ritos e sua relação com o próprio tempo, dentre outras mudanças, para garantir a sobrevivência. Além disso, na cidade, são,
constantemente, alvos de ações preconceituosas, racistas e violentas.
Nesse contexto, parte do povo Jaminawa passou a
migrar para a periferia de Sena Madureira. Atualmen30 Assessoria de Assuntos Indígenas do governo do estado do Acre. Economia
Verde no Acre. Rio Branco, 5 de dez. 2013. Entrevista concedida à Relatoria.

te, estão instalados numa localidade chamada Beco do
Adriano, uma área de risco localizada às margens do
Rio Yaco que, em período de cheias, alaga e causa sérios
danos às famílias. Segundo relatos de mulheres indígenas, em 2012, uma grande enchente destruiu suas casas e
seus pertences. Elas afirmaram que dentre as causas das
migrações para a cidade estão a falta de acesso à terra
e de condições para erguerem habitações, devido à violência dos fazendeiros vizinhos que as impedem de utilizarem os recursos da floresta para construírem casas
e suprirem as necessidades da comunidade, inclusive o
acesso à água e aos alimentos.
Indagados sobre quais eram os motivos para não voltarem para a sua terra original e lutarem para reconquistá-la, ao invés de se exporem diariamente à violência
urbana, um entrevistado respondeu: “é melhor sofrer
aqui, do que morrer na bala”. Esse testemunho revela o
grau de riscos e vulnerabilidades a que está exposto esse povo. Os Jaminawa relataram ainda que a “fuga” para
a cidade deve-se à expulsão do povo para garantir terras para o manejo florestal e que, em São Paulino, depois
que começou o debate sobre o manejo houve um aumento muito grande da especulação e da venda e compra de terras.
Os depoimentos de homens e mulheres, assim como as condições da comunidade como um todo, revelam um alto grau de desassistência, refletida na péssima
qualidade de saneamento, no baixo acesso à saúde e às
condições adequadas de habitabilidade. Além disso, os
indígenas enfrentam cotidianamente hostilização e ra-
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cismo. A própria equipe da Relatoria foi advertida por
comerciantes locais a não entrar no Beco, pois seria roubada, já que “lá dentro só tem índio”.
Os Jaminawa entrevistados relataram o alto grau de
vulnerabilidade social a que estão expostas as crianças
e os adolescentes. Segundo eles, jovens e adolescentes
têm sido frequentemente presos e sofrem violência policial. As crianças indígenas são alvos de exploração sexual e prática de pedofilia nos arredores da comunidade.
O abuso e a exploração sexual são justificados no senso
comum por seus praticantes, como parte da própria cultura indígena, pela qual as meninas por volta de 12 anos
já podem ser iniciadas sexualmente. Essa prática interna
do povo é explorada pelos não-índios e vulnerabilizam
as meninas indígenas. Também houve dramáticos relatos sobre o comércio de crianças indígenas para os brancos. Dada a delicadeza das questões e as exigências de
base metodológica direcionada, não houve como a Relatoria se aprofundar nesse tema por ocasião dessa Missão,
contudo elaboramos recomendações sobre esse ponto.
Outras preocupações dos adultos são a falta de perspectiva para a juventude indígena, o aumento do consumo de álcool e drogas industriais, assim como a perda da
própria identidade, o que representa um alto nível de sofrimento e desolação para a comunidade.
Em uma roda de conversa ampliada com os homens e as mulheres da comunidade foram relatadas
graves preocupações e violações de direitos, dentre
elas: morosidade na demarcação da terra ancestral;
precarização da saúde; ausência de uma política de
educação adequada à comunidade; precariedade de
acesso aos alimentos na medida de suas necessidades; falta de segurança pública (e mesmo a violência da segurança pública); e despreparo dos órgãos
públicos para atender as necessidades indígenas. Em
relação a esta última denúncia, os indígenas afirmaram que os órgãos remetem todas as demandas para a Funai, como se eles não fossem “seres humanos
como os outros”. A Funai, que foi reconhecida como
parceira da comunidade, por sua vez, não tem atuado
de forma contundente e, na avaliação da comunidade, sequer consegue resolver o problema de regularização da terra.
Sobre a questão indígena urbana, a Assessoria de
Assuntos Indígenas do governo do Acre reconhece a
intensificação da problemática, e afirma que
60

O que mais temos feito em relação a esta situação nova, a Secretaria de Desenvolvimento Social, com a Funai e a nossa supervisão, é procurar qualificar o serviço
sócio-assistencialmente, a recepção, o serviço de introduzir, informar, fortalecer os conselhos tutelares...
a responsabilidade por estes serviços é municipal, com
a fragilidade dos órgãos, dificuldade de contemplar a
particularidade indígena dentro destes serviços, os
quadros são humanos pouco preparados para isso. (…)
Mas a prioridade tem sido garantir condições para que
estas populações vivam bem na floresta, lugar onde elas
têm direitos (Informação verbal31).

É sabido que a responsabilidade sobre a demarcação
de terras indígenas é prerrogativa do governo federal.
Contudo, o estabelecimento de políticas voltadas para a
sua cidadania é responsabilidade do poder público e da
sociedade. No contexto do Acre, onde há uma forte presença indígena e intensos conflitos nos territórios, é importante que o governo do estado e outras autoridades
locais mantenham atenção e cuidados para que suas políticas não violem as conquistas formais dos povos indígenas e não convirjam para o aumento dos conflitos ou
mesmo para a sobreposição de práticas que inviabilizem
ou prejudiquem os processos demarcatórios e os direitos econômicos, sociais, culturais e ambientais dos povos indígenas. Neste sentido, cabe questionar o avanço
de políticas de MFS e aquelas no contexto do Sisa em
territórios indígenas quando situações de conflito e de
negligência como as citadas acima são aprofundadas.
Esta situação dos Jaminawa apresenta um grave caso
de negligência quanto aos direitos conquistados pelos
povos indígenas, de acordo com a Constituição Federal
(CF) de 1988, a Convenção 169 da OIT e a Declaração
das Nações Unidas sobre os Direitos dos Povos Indígenas (DNUDPI) de 2007, em especial os direitos originários sobre as terras que tradicionalmente ocupam,
destinando-lhes a sua posse permanente e o usufruto exclusivo de suas riquezas naturais, sendo o mais básico
deles, o direito ao seu território ancestral.
A Constituição Federal de 1988 reconhece a população
brasileira como multicultural e pluriétnica, garantindo
aos povos indígenas, quilombolas e outras populações
tradicionais um regime jurídico-constitucional específico, com vistas a promover a segurança necessária para
31 Assessoria de Assuntos Indígenas do governo do estado do Acre. Economia
Verde no Acre. Rio Branco, 5 de dez. 2013. Entrevista concedida à Relatoria.

Comment Overview

Navigate to Table of Contents

que tais populações possam continuar existindo de forma autodeterminada e tendo contempladas as suas demandas coletivas, territoriais e culturais. O Artigo 231
da CF afirma “são reconhecidos aos índios sua organização social, costumes, línguas, crenças e tradições, e os
direitos originários sobre as terras que tradicionalmente ocupam, competindo à União demarcá-las, proteger e
fazer respeitar todos os seus bens” (BRASIL, 1988).
A Convenção 169 da OIT reconhece, além da necessidade de garantir a seguridade social, saúde e educação adequada a estes povos, o direito à terra, entendida a partir do
conceito de território abrangendo “todo o ambiente das
áreas que esses povos ocupam ou usam para outros fins”
(NAÇÕES UNIDAS, 2011 Ibid. p.28). O artigo 14, parágrafo 1, preceitua que “medidas deverão ser tomadas para salvaguardar o direito dos povos interessados em usar
terras não exclusivamente ocupadas por eles, às quais tenham tido acesso tradicionalmente para desenvolver atividades tradicionais e de subsistência” (Ibid., p.29).
No caso da população do Beco do Adriano, também podemos ressaltar o artigo 16: “Sempre que possível, esses povos terão o direito de retornar às suas terras
tradicionais tão logo deixem de existir as razões que fundamentaram sua transferência” (Ibid., p.25). Além disso, garante que
Quando esse retorno não for possível, como definido em acordo ou, na falta de um acordo, por meio de
procedimentos adequados, esses povos deverão receber, sempre que possível, terras de qualidade e situação
jurídica pelo menos iguais às das terras que ocupavam
anteriormente e que possam satisfazer suas necessidades presentes e garantir seu desenvolvimento futuro.
Quando os povos interessados manifestarem preferência por receber uma indenização em dinheiro ou
espécie, essa indenização deverá ser adequadamente
garantida (Ibid. p.26).

O Art. 26 da DNUDPI afirma que “os povos indígenas
têm direitos originários sobre as terras que tradicionalmente ocupam, direito às terras, territórios e recursos
que possuem e ocupam tradicionalmente, ou que tenham de outra forma utilizada ou adquirida” (p.14).
A situação de discriminação, criminalização e ameaças à integridade física dos índios, tanto em seus territórios originais invadidos por fazendeiros, quanto nas
periferias urbanas, representa não só a gravidade dos

problemas sociais, mas a negação absoluta do artigo 3o,
Parágrafo 2, da Convenção 169 que estabelece que “não
deverá ser empregada nenhuma forma de força ou coerção que viole os direitos humanos e as liberdades fundamentais desses povos, inclusive os direitos previstos na
presente Convenção” (NAÇÕES UNIDAS, 2011, p. 30).
O artigo 7 da DNUDPI estabelece ainda que “os indígenas têm direito à vida, à integridade física e mental, à
liberdade e à segurança pessoal” e que “os povos indígenas têm o direito coletivo de viver em liberdade, paz e segurança, como povos distintos, e não serão submetidos
a qualquer ato de genocídio ou a qualquer outro ato de
violência, incluída a transferência forçada de crianças do
grupo para outro grupo” (p.8).
4.3 Ramal do Cacau: conflito territorial
Como mencionado, embora o caso dos posseiros do Ramal de Cacau não fizesse parte do planejamento original da Missão da Relatoria, por não estar diretamente
relacionado com MFS, Sisa e Redd+, o conflito ocorrido, justamente no momento da visita da Relatoria, nos
mobilizou a prestar solidariedade e incluir a problemática na agenda de discussão com o governo. Além disso, a existência de conflitos territoriais no estado é uma
problemática histórica, decorrente do modelo de desenvolvimento pensado para a região e, portanto, de importante consideração na elaboração de políticas como as
do MSF e do Sisa. Sendo assim, segue abaixo uma breve
explicação do acontecido.
As 206 famílias de posseiros e agricultores familiares do Ramal do Cacau, localizado na rodovia BR-364,
próximo ao município de Bujari, na região nordeste do
Acre, foram violentamente despejadas de uma área de
ocupação nos arredores da Fazenda de Canary. A comunidade reivindica a posse de uma área de 5.800 hectares
reconhecida pelo Incra como terra da União, mas que
está registrada, por equívoco, em nome de um fazendeiro que mantém as terras ao lado dessa área.
As famílias encontravam-se em situação de vulnerabilidade e insegurança, sem ter local onde morar. Identificamos problemas psicológicos em idosos causados pelo
despejo violento pelo qual passaram, além de mulheres
grávidas e crianças sem o necessário apoio. Havia, inclusive, o risco de conflito grave pois os posseiros denunciaram a presença de policiais à paisana recebendo R$ 250
por dia do fazendeiro para “vigiar” o local.

Comment Overview

61

Lúcia Ortiz

Navigate to Table of Contents

As comunidades indígenas revelam um alto grau de desassistência, refletida na péssima qualidade de saneamento e baixo acesso à saúde e às
condições adequadas de habitalidade; os indígenas enfrentram, ainda, hostilização e racismo pela população local não índia
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De acordo com o Incra (Informação Verbal32), o governo já havia manifestado interesse para obter a Fazenda de Canary para a reforma agrária, e realizou duas
vistorias no local; a última foi feita em 2010. O objetivo naquele momento era atender ao plano emergencial
Brasil-Bolívia para assentar os 554 brasileiros que estão
saindo da faixa de fronteira da Bolívia.
Durante o processo, que contou com a aceitação do
proprietário da área de vender a terra, a Procuradoria
do Estado detectou a existência de uma área tida como terra pública. Isso impossibilitou a compra da terra por parte do governo. O órgão afirma que quando
ocorre uma invasão, eles ficam impossibilitados de fazer vistoria por 2 anos para poder iniciar o processo de
desapropriação da área. “É um dos fatores que deixa o
Incra amarrado, pois o agente que fizer a vistoria vai ser

penalizado pela lei”. Assim sendo, “o que o Incra está,
praticamente, fazendo é notificou o proprietário para
devolver a parte que tem registro indevido. Ele não respondeu, nem devolveu. E o Incra deve estar ingressando com ação de cancelamento de registro imobiliário
na Justiça Federal”. Quanto ao despejo, o “Incra também não tem nenhuma governabilidade porque a própria justiça que cumpre, através do oficial, é uma coisa
fora do controle” (Informação verbal33).
O Incra também argumenta que a área pública de
5.800 hectares não irá resolver o problema dos posseiros por estar localizada no fundo da fazenda e ser de
vegetação nativa, o que dificulta a criação de um projeto de assentamento. “O que resolve o problema deles
é comprar ou desapropriar a fazenda” afirmou o representante do Incra. Sobre o conflito, o mesmo argumen-

32 Representante do Incra. Economia verde no Acre. Rio Branco, 5 de dez.
2013. Entrevista concedida à Relatoria.

33 Ibid.
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tou que “é mais um conflito proprietário-ocupante”
(Informação verbal34).
A falta de ação do Incra neste caso demonstra uma
fragilidade do Estado que, utilizando argumentos burocráticos, não cumpre seu dever e a razão da sua própria
existência e se coloca como incapaz de resolver um conflito que deixa os posseiros não só sem terra como também correndo risco de vida.

4.4 Sisa: conflitos e tensões na política
De acordo com informações obtidas durante a Missão
e em entrevistas posteriores, o IMC já está estruturado, a CDSA foi criada e, portanto, está pronta para elaborar projetos e repassar recursos para os proponentes
de projetos relacionados à redução de emissões do desmatamento e da degradação florestal e outros “serviços
prestados”. O governo já recebeu recursos financeiros
“da primeira venda de crédito de carbono” (Informação
verbal35) da KfW, cujo financiamento encontra-se na segunda fase. A metodologia técnica para a contabilização
do carbono e da redução de emissões está em consonância com as metodologias que estão sendo desenvolvidas
no âmbito da CQNUMC e, portanto, é aceita. A Ceva
também foi criada para atuar no controle social, a auditoria foi referendada pelo governador e está em processo de iniciar as operações. Por fim, as salvaguardas
socioambientais foram aprovadas e referendadas e, atualmente, discute-se as formas de monitorar o cumprimento das mesmas.
Como o Sisa é um sistema ainda em construção, a avaliação desta Relatoria sobre o processo ocorreu principalmente através de entrevistas com representantes de
organizações sociais e do governo e de documentos de
organizações e redes da sociedade civil nacional e internacional que acompanham e têm posicionamentos
sobre o tema. Abaixo segue uma síntese dos posicionamentos críticos, que não se referem somente ao caso do
Acre mas configuram uma problematização da lógica
dessa política, baseada na crítica ao modelo de mercado e na necessidade de prevenção e precaução referentes
aos possíveis agravos que tais políticas podem implicar
sobre o contexto socioambiental e a vida dos povos.
34 Ibid.
35 Representante da WWF. Economia verde no Acre e Sisa. Skype, 18 de
nov. 2014. Entrevista concedida à Fabrina Furtado. A entrevista foi concedida
no contexto de pesquisa de doutorado, durante a qual foi apresentada
também a Relatoria, a Missão do Acre e a elaboração deste Relatório.

A “Carta do Acre: Em defesa da vida, da integridade dos
povos e de seus territórios e contra o Redd e a mercantilização da natureza”, declaração final da oficina “Serviços
Ambientais, Redd e Fundos Verdes do BNDES: Salvação
da Amazônia ou Armadilha do Capitalismo Verde?”, realizada no Acre entre os dias 3 e 7 de outubro de 2011,
foi assinada por 30 redes e organizações e questiona a geração de ativos ambientais no contexto do Sisa. Segundo avaliam as entidades, o modelo estaria representando
um “desdobramento da atual fase do capitalismo cujos
defensores, no intuito de assegurar sua reprodução ampliada, lançam mão do discurso ambiental para mercantilizar a vida, privatizar a natureza e espoliar as populações
do campo e da cidade”. A Carta ainda afirma que o Redd “permite aos países centrais do capitalismo manterem
seus padrões de produção e consumo e, portanto, também de poluição”. Além disso, “possibilitando a compra
do “direito de poluir”, mecanismos como o Redd forçam
as denominadas “populações tradicionais” (ribeirinhos,
indígenas, quilombolas, quebradeiras de coco, seringueiros, etc.) a renunciarem à autonomia na gestão de seus
territórios (CARTA DO ACRE, 2011).
Os Documentos finais das plenárias e a “Declaração
Final da Cúpula dos Povos na Rio + 20 por Justiça Social e Ambiental - Em defesa dos bens comuns e contra
a mercantilização da vida”, identificam a economia verde
e mecanismos como Redd+ e PSA como falsas soluções
à crise climática e como instrumentos que legitimam o
direito de poluir, criam novos mercados financeiros especulativos e expropriam territórios. “Hoje querem nos
impor a lógica do capitalismo através da economia verde para nos impor uma nova fase de capitalismo, uma
nova fase da apropriação”, afirmaram os participantes.
Os mesmos ainda argumentaram que “botar preços nos
bens da natureza não vai preservá-los, mas facilitar a sua
apropriação pelas corporações multinacionais” (CÚPULA DOS POVOS NA RIO + 20, 2012).
O “Dossiê Acre - O Acre que os mercadores da natureza escondem”, documento especialmente elaborado
para a Cúpula dos Povos na Rio + 20 por organizações
locais, questiona o fato do estado do Acre ser representado como modelo de harmonia entre o desenvolvimento econômico e a preservação da floresta e o modo de
vida dos seus habitantes. Apresenta informações sobre a
situação de determinados povos da floresta que enfrentam represálias por parte de órgãos ambientais, em de-
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corrência das suas atividades tradicionais e da situação
de conflito territorial, e a ausência de políticas de saúde
e educação, enfrentada pelos povos indígenas. Critica os
projetos de MFS e levanta preocupações em torno do comércio de carbono e da lógica dos serviços ambientais.
Para os autores, a economia verde no Acre tem “resultado na multiplicação dos conflitos territoriais, no aumento da degradação ambiental, da concentração de rendas
e na reprodução ampliada da pobreza” (CIMI, 2012).
Internacionalmente, grupos representativos de indígenas, a partir de experiências com projetos de economia
verde, Redd e outros similares, questionam a lógica que
sustenta o avanço da chamada mercantilização e financeirização da natureza e propõem alternativas. A “Declaração da Kari-Oca 2” (2012), documento final da
Conferência dos Povos Indígenas sobre a Rio + 20 e a
Mãe Terra, elaborada em junho de 2012 por mais de 500
lideranças indígenas do Brasil, Estados Unidos, México,
Guatemala e Austrália, por exemplo, expressa rejeição às
“falsas soluções para a mudança climática e promessas
falsas do desenvolvimento sustentável” (p.1), entre elas
estão mecanismos da economia verde como o mercado
de carbono e o Redd+. “No lugar de ajudar a reduzir o
aquecimento global, eles envenenam e destroem o meio
ambiente” (Ibid. p.2), afirma o documento.
Rejeitamos o Redd, Redd+ e outras soluções baseadas
no mercado que têm como enfoque nossos bosques,
para continuar violando nossos direitos inerentes à
livre determinação e ao direito às nossas terras, territórios, águas e recursos, e direito da Terra a criar e
manter a vida (Ibid. p.2).

Na COP de Lima, em 2014, os projetos de Redd+ fizeram parte do Tribunal Internacional para os Direitos da
Natureza, realizado em 5 e 6 de dezembro. O presidente do Tribunal, Alberto Acosta, ex-presidente da Assembleia Constituinte do Equador, afirmou sobre o Redd+
que “enquanto a natureza é vista como propriedade em
lei, não pode haver justiça para as comunidades, o clima
ou a natureza” (Redd-MONITOR.ORG, 2014).
Sobre o Memorando de Entendimento entre os governos do Acre, da Califórnia e de Chiapas, um conjunto de organizações e lideranças da Califórnia e do Acre
apresentaram aos governos envolvidos no Memorando
uma Carta que expressa oposição à proposta do governo da Califórnia de reduzir as emissões de CO2 através
64

da compra de créditos de Redd+ dos estados do Acre e
de Chiapas, desobrigando-se de reduzir as emissões na
própria Califórnia. Além disso, alegam que não houve
consulta às organizações Califórnianas. Na ocasião, as
organizações argumentaram que
O Redd+ não será capaz de reduzir as emissões de carbono no mundo e muito menos a destruição da floresta;
aprofunda injustiças sociais e ambientais existentes; criminaliza práticas tradicionais das populações/povos/comunidades da floresta e tem um caráter profundamente
colonial (AMIGOS DA TERRA BRASIL et al. 2013, p.)

Vale ressaltar que, segundo Cristófaro (2012), o Memorando de Entendimento é um instrumento do direito internacional não vinculante que traça diretrizes para
um acordo de cooperação entre diferentes países ou partes privadas.
Mais recentemente, a Declaración de Lima: Cumbre
de los Pueblos frente al Cambio Climático, realizada entre os dias 8 e 11 de dezembro de 2014, por ocasião da
COP-20, também identifica os mecanismos de economia verde como o mercado de carbono e o Redd como
falsas soluções para enfrentar a mudança climática, os
conceituando como “procesos de privatización, mercantilización y financiarización de la naturaleza” fazendo
parte das medidas promovidas por corporações e governos que “tienen por único fin limpiar de responsabilidades a los países industrializados por sus emisiones
de gases de efecto invernadero y por ser los principales
responsables del cambio climático” (CUMBRE DE LOS
PUEBLOS, 2014).
Vale também citar uma publicação do Movimento
Mundial de Florestas Tropicais, Redd: uma coleção de
conflitos, contradições e mentiras, que, a partir de experiências in loco, traz uma breve explicação de 24 projetos e
programas de Redd pelo mundo – incluindo os projetos
privados no estado do Acre – que têm algo em comum:
“todos eles apresentam uma série de características estruturais que violam os direitos dos povos da floresta e
não abordam as crises do desmatamento e da mudança
climática” (KILL, 2014).
Abaixo segue um resumo das discussões realizadas
com representantes das organizações da sociedade civil e
do governo do Acre sobre alguns destes pontos. Mas antes, cabe elucidar alguns conceitos relacionados aos serviços ambientais.
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serviços ambientais são processos gerados pela própria natureza através dos ecossistemas, com
a finalidade de sustentar a vida na Terra. Eles são
responsáveis pela manutenção da biodiversidade e
estão relacionados com todas as atividades de um
sistema de produção. Podemos citar exemplos, como a recuperação de áreas alteradas, a redução do
desmatamento, a filtragem de poluentes pelo ecossistema (absorção de carbono atmosférico), a manutenção de funções hidrológicas (conservação de
água e solo), a conservação e preservação da biodiversidade (polinização, reprodução de espécies) o
que permite, também, a geração de produtos como a
madeira, fibra, peixes, remédios, sementes, combustíveis naturais, etc, que são consumidos pelo homem
(BRASIL, s/d, s/p, grifo nosso).

A Lei do Sisa afirma:
o Acre está iniciando a implantação de um inovador
sistema de incentivo a serviços ambientais baseado
em princípios e objetivos internacionalmente construídos para o fortalecimento de um mercado para
“floresta em pé” e para a preservação dos diversos
serviços e produtos ecossistêmicos (BRASIL, 2010,
p.3, grifo nosso).

Estas citações revelam algumas questões importantes
para o tratamento da problemática dos serviços ambientais. Antes de tudo, pode-se argumentar, que o governo do Acre utiliza os conceitos de serviço ambiental e
serviço ecossistêmico de forma intercambiável, como se
o significado dos dois fosse o mesmo. Neste sentido, os
exemplos apresentados na primeira citação tratam de
coisas diferentes; redução do desmatamento não faz parte dos “processos gerados pela própria natureza”36.
Em segundo lugar, na apresentação do Sisa, existe uma
lacuna ao que diz respeito à construção do conceito de
“serviços ambientais”. Como mencionado anteriormente, a disseminação do PSA está relacionada com a Avaliação Ecossistêmica do Milênio e o estudo Teeb, através
da apropriação e disseminação da proposta por parte de
36 Para mais informações sobre a diferença entre serviços ambientais e
ecossistêmicos, a forma como os mesmos são construídos e comercializados,
como também os efeitos políticos e territoriais, ver: KILL, Jutta. Comércio
de Serviços Ecossistêmicos: quando o pagamento por serviços ambientais
fornece uma licença para destruir. WRM, 2014. Disponível em: http://www.
wrm.org.uy/html/wp-content/uploads/2014/04/comercio-de-servicosecossistemicos.pdf

cientistas e planejadores conservacionistas. A sua origem, no entanto, pode ser relacionada com os estudos
fundamentados na ciência ocidental, em especial de biólogos e ecólogos dos países do Norte Global, que, como resposta à então chamada crise ambiental, iniciaram
estudos para valorar a natureza como forma de garantir
a sua preservação. Assim, transformaram as “funções”
ou “caraterísticas ecológicas” em “serviços”. No final dos
anos de 1970, por exemplo, um grupo de economistas
liderado pelo economista ecológico Robert Costanza
consolidou a ideia de serviços ambientais na disciplina
econômica estimando o valor anual dos mesmos em algo entre US$ 16 e US$ 54 trilhões (CONSTANZA et al.
1997; SULLIVAN, 2009).
Como estes serviços não são prestados por indivíduos
ou grupos sociais e sim pela natureza de forma gratuita,
os defensores de PSA defendem a necessidade de estabelecer o direito à propriedade para garantir a manutenção
dos serviços. A determinação de um fornecedor/vendedor e um comprador dos mesmos estabelece um mecanismo de mercado que exige a transformação das “funções”
em “unidades quantificadas, bens comerciáveis ou certificado, título ou ativos” (KILL, 2014; WRM, 2012).
Uma das questões, que é ao mesmo tempo um dos
fundamentos e uma das consequências do PSA, é
a simplificação da complexidade social e ecológica
da biodiversidade. A expansão da lógica dos serviços ambientais e ecossistêmicos envolve a redução de
sistemas complexos de processos ecossistêmicos em
serviços identificáveis e mensuráveis que são reduzidos a valores monetários. A partir do processo de
abstração de algo chamado “natureza”, funções complexas da floresta, como o armazenamento e a produção de água, ganham preço sendo transformadas
em serviços prestados (pois não se paga pela função e sim pelo serviço) que podem ser quantificados
dependendo da “sofisticação” do esquema (WRM,
2012). Esta natureza é, então, apresentada como uma
entidade separada e distinta dos sujeitos e, portanto,
das relações sociais que com ela interagem, e é dissolvida no formato de produtos e serviços. Precisa
ser convertida e encapsulada.
Vale mencionar que na maioria das línguas indígenas
não existe a palavra “natureza”. Os conceitos utilizados
referem-se a localidades ou nomes específicos. Em alguns casos, existem diferentes nomes para a mesma lo-
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calidade, dependendo dos aspectos específicos da “teia
de vida” no determinado local. Neste sentido, argumenta-se que o conceito “natureza” tende a ocultar aspectos que o nome de localidades explicitam, as interações
entre sujeitos e o meio, seus usos e as memórias construídas; memórias que dão significado e valor às determinadas “localidades” (KILL, 2014).
Neste sentido, enquanto a floresta no contexto do Sisa
é identificada como “provedora de serviços ambientais”
e, daí, a importância de gerar um “mercado de floresta em pé”, para os “povos da floresta” o significado é outro. Uma agricultora entrevistada, quando perguntada
se ela era feliz, respondeu: “Somos mesmo, oh?! Tenho
um casamento feliz, minhas filhas e minha floresta” (Informação verbal37). Outra agricultora, quando falava das
monoculturas de árvores plantadas, explicou:
não existe um ser humano capaz de reproduzir uma
floresta, porque a floresta é um conjunto de espécies
que jamais alguém reproduzirá até porque existem nelas espécies que a gente não consegue enxergar ao olho
nu de tão pequenas que são (...) (…) “ser da floresta
significa isso, é de bem-estar porque você tem uma vida extremamente sossegada em comunhão, harmonia
com a natureza. É muito bom viver na floresta (Informação verbal38).

Um seringueiro do Projeto Agroextrativista Porto
Dias, liderança que havia apoiado a entrada do manejo no seu seringal, e, depois, saiu do processo explicou
seringueiro tira borracha e sabe vender, tira castanha
e sabe vender, mas madeira não. Comecei a cortar seringa com 6 anos. Sou seringueiro até hoje, mesmo se
já 9 anos não seringo. Ser seringueiro é viver na floresta, cuidar da mata, é não devastar. Não poder fazer isso.
É uma mudança, tira a tradição (informação verbal39).

4.4.1 Sisa e o discurso de legitimação
		
4.4.1.1 Participação e transparência
Segundo a sociedade civil, em especial as organizações do
Acre, as políticas em torno dos mecanismos de economia
verde, por seus desconhecidos e conhecidos efeitos não só
37 Agricultora. Seringal Cachoeira. Economia verde no Acre. Rio Branco, 21
de setembro. 2013. Entrevista concedida à Relatoria.
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nos territórios, como também sobre as demais políticas
de Estado e sobre a própria sociedade como um todo, exigem uma análise aprofundada. Contudo, o debate e as reflexões sobre a problemática não foram amplos, diversos
e qualificados e não contaram com a participação de grupos diretamente afetados por tais mecanismos (com exceção de algumas poucas lideranças indígenas).
Uma representante do IMC afirmou que “mais de 70
instituições foram envolvidas ou consultadas sobre este sistema, fizemos dezenas de workshops e depois uma
sequência bastante interessante de debate junto aos conselhos [Conselhos Estaduais de Meio Ambiente, Ciência e Tecnologia; Desenvolvimento Rural Sustentável e;
Florestas]. Reunimos os três ao mesmo tempo” (Informação verbal40). Ela também afirmou que foi em consequência das consultas que a Lei do Sisa surgiu:
A Lei do Sisa foi amplamente discutida. Surgiu como
um projeto específico e não como uma lei e, depois, por
conta das demandas destas consultas e das diferentes
sugestões da sociedade, ela foi ganhando outro corpo. A
demanda da sociedade foi que houvesse uma política de
Estado que promovesse a conservação, a manutenção e
o incremento dos serviços ambientais atrelados à melhoria de vida da população. Em resumo, é isso que fala
as recomendações. Foram mais de 350 recomendações,
as quais foram incorporadas na minuta da lei. E a lei
é reflexo destas recomendações (Informação verbal41).

Além disso, argumenta que o arranjo institucional –
Ceva, IMC, Coletivo de Conselhos, Comitê Científico,
Ouvidoria, CDSA - foi construído para garantir transparência e participação:
Então, se tinha que ter transparência e participação, a
gente tinha que ter dentro do marco institucional entidades que pudessem selar por estes princípios. A Comissão e o Conselho são entidades onde a gente junta
tanto sociedade civil como governo para poder discutir e deliberar sobre as políticas de Estado, portanto sobre o Sisa também. A Ceva que é, praticamente, o braço
deste Conselho, não é só consultiva, mas também deliberativa. Aprova a regulamentação complementar do
Sisa, as propostas que o IMC traz sobre subprogramas
e ações. E ela também não pode atuar sozinha. Ela tem
que estar de alguma forma conectada com este corpo
maior que é o coletivo dos conselhos, onde temos re-

38 Representante do Sindicato de Trabalhadores e Trabalhadoras Rurais de
Xapuri. Economia verde no Acre. Rio Branco, 21 de set. 2013

40 Representante do IMC. Economia verde no Acre. Rio Branco, 5 de dez.
2013. Entrevista concedida à Relatoria.

39 Representante, Projeto Agroextrativista Porto Dias. Economia verde no
Acre. Rio Branco,18 de setembro, 2013.

41 Representante do IMC. Economia verde no Acre. Rio Branco, 5 de dez.
2013. Entrevista concedida à Relatoria.
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A floresta no contexto do Sisa é identificada como “provedora de serviços ambientais” e, daí, a importância de gerar um
“mercado de floresta em pé”, para os povos da floresta o significado é outro e está relacionado com o respeito à própria vida

presentatividade de todos os setores da sociedade (Informação verbal42).

De acordo com o governo, essas críticas, como aquelas presentes no Dossiê do Acre, por exemplo, “não chegam oficialmente para o Instituto” impossibilitando
“uma aproximação com o Instituto para a gente (o governo) entender melhor esses argumentos ou para eles
(os que fazem a crítica) entenderem melhor o Sistema”.
Além disso, argumentam que “as críticas não procedem.
Se cria uma falsa informação, se trabalha em cima de supostos” (Informação verbal43). Uma das questões que o
governo mais defende é a participação:
Dizer, por exemplo, que o Sisa não foi discutido de
forma democrática, isso é uma inverdade. Por quê? Porque não necessariamente preciso discutir com os 700
mil habitantes do estado do Acre para ter uma política
que expresse os anseios de diferentes setores da sociedade. Quando você está trabalhando a nível de política
pública, quem você tem que consultar são os representantes dos diferentes setores que trazem estas diferentes
realidades para a gente poder construir de forma participativa uma política. Não posso dizer para você que o
senhor João que mora lá no Igarapé Preto, não sei aonde lá do interior, ele sabe do Sisa, porque não é assim
que construímos uma política de forma participativa.
42 Ibid.
43 Ibid.

Com certeza, ele está representado pela sua associação,
que tem a sua federação e esta federação que a gente
tem dialogado o sistema. Justamente por saber que ainda, às vezes, o representante pode não trazer todas essas
realidades para a gente, a gente acabou tendo espaços
específicos com pessoas que não são lideranças de associações, ou federações com produtores rurais na regional, dentro da unidade de conservação, floresta pública.
Tivemos reuniões específicas com pessoas que não era
o presidente da associação, da federação... A gente teve
o cuidado de escutar cada setor (Informação verbal44).

A organização conservacionista WWF também ressalta que o Sisa contou com “um dos melhores processos
de consulta pública já realizado”, mas reconhece a “complexidade que é capilarizar este debate na sociedade em
geral” Neste sentido, o representante da WWF afirmou
que ”continua sendo uma abstração enorme – o conceito, a ideia, o formato, o que significa para a vida do produtor... continua havendo uma dificuldade enorme de
entendimento e algo que seja compreendido e internalizado” (Informação verbal45).
Um dos problemas apontados pelas organizações de44 Representante do IMC. Economia verde no Acre. Rio Branco, 5 de dez.
2013. Entrevista concedida à Relatoria.
45 WWF. O Sisa. Entrevista concedida à Fabrina Furtado,18 de nov. 2014. A
entrevista foi concedida no contexto de pesquisa de doutorado, durante a
qual foi apresentada também a Relatoria, a Missão do Acre e a elaboração
deste Relatório.
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nunciantes é o fato das consultas terem sido feitas com
grandes organizações não-governamentais (e algumas lideranças indígenas formadas pelas mesmas) que defendem a lógica da economia verde, como a WWF, Forest
Trends e a Comissão Pró-Indío (CPI), as quais acabam
tendo um papel de legitimar as ações governamentais.
Assim, segundo as organizações, o processo de consulta
não contemplou a diversidade de perspectivas dos sujeitos políticos no estado, além de ter hostilizado qualquer
oposição ao projeto.
Essa crítica encontra fundamentos no debate teórico sobre a participação e o papel de grandes organizações conservacionistas na manutenção do status quo,
onde, por exemplo, a “participação”, através da “inclusão”, torna-se um instrumento de dominação. Para garantir um conjunto de políticas, ideologias, valores e
racionalidades, os Estados neoliberais dependem de legitimação frente à sociedade e, para isso, utilizam as
relações com a sociedade civil para promover a percepção de que existe inclusão através da participação (MIRAFTAB, 2009). Segundo essa perspectiva, as grandes
organizações conservacionistas, ou do chamado “ecologismo pragmático, técnico e baseado em resultados”
colaboram para um processo de neutralização da crítica ao projeto ideológico do capitalismo neoliberal
atuando diretamente nos espaços estatais, “prestando
serviço” aos aparatos burocráticos do “setor ambiental
dos governos”, fornecendo informação técnica e mediando conflitos. (ACSELRAD, 2010).
Analisando, a partir desse ponto de vista, a participação comunitária via representações, tais como associações e federações comunitárias, não necessariamente
implicaria o diverso, tanto pelo pressuposto político e
metodológico, quanto pela provável ausência de possibilidades de transformações estruturantes na proposta. Os
procedimentos políticos e pedagógicos estariam, desde
sua raiz, comprometidos com a “propaganda” governamental e com o alinhamento à perspectiva da economia
verde e com o pressuposto da fatalidade do projeto. Tal
metodologia inviabilizaria a criticidade e a autonomia
das comunidades, que têm menos acesso à informação,
menos familiaridade com a linguagem específica utilizada e estão mais necessitadas de políticas públicas, dadas
as suas vulnerabilidades históricas.
Vale ressaltar que dentre os órgãos relacionados ao Sisa, a ouvidoria foi a última a ser criada.
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Essas críticas, nos parece, refletem divergências estruturantes e de difícil solução política, impossíveis de
serem harmonizadas em termos de perspectivas e mediadas em termos de conflitos. Enquanto o governo do
estado segue uma linha de convergência com o capitalismo internacional, os instrumentos de trato ambiental e
econômico predominantes nas instâncias da CQNUMC
e o arcabouço político e metodológico das grandes organizações conservacionistas, as críticas elaboradas
implicam em rupturas com esse modelo, sua base de
concepção e possíveis desfechos, buscando incidir, inclusive na própria CQNUMC.
Para os gestores públicos com os quais conversamos, essas críticas estruturantes não têm consistência na prática, não comprometem a legitimidade da política e nem
impactam significativamente na solução dos desafios que
apresentam. Avaliam que são elaborações de caráter político oposicionista do governo, que se autoisolam não só
nos processos locais mas também nas tendências nacionais e internacionais sobre gestão ambiental. Para as organizações que realizam essas críticas, não só o caminho da
economia verde é equivocado na solução dos problemas
históricos, antes os agrava, como a posição e a postura do
governo camuflam os privilégios dos ruralistas locais, das
madeireiras, de empresas e de outros agentes internacionais, amparados no discurso do desenvolvimento sustentável da exploração das florestas com inclusão social.
No que se refere à esta Relatoria, interessa, sobretudo,
avaliar o contexto à luz dos direitos humanos nos territórios e a partir da vida e dos riscos sobre as pessoas e os
grupos sociais. Embasada não só nas conquistas formais
de direitos, mas principalmente na necessidade ética e
política do Estado e da sociedade construírem caminhos
para a igualdade e promoção da justiça, que são as bases
para a garantia dos direitos.
Desse modo, e independente dos debates teóricos e
alinhamentos políticos, importa, sobretudo, que as populações locais, as comunidades tradicionais e os povos
indígenas não tenham suas vidas prejudicadas e seus direitos violados e protelados, quer seja pelas perspectivas
políticas dos governantes e seus aliados; quer seja pelos
entremeios da burocracia, cujos efeitos negativos sempre
caíram e recaem sobre aqueles que estão distanciados
dos espaços de decisões e são, historicamente, fadados
às precariedades e à submissão aos interesses, às necessidades e aos investimentos dos que lhes são externos.
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4.4.1.2 Sisa, Redd+, Mercado de Carbono e o Memorando
de Entendimento Califórnia-Acre-Chiapas
Considerando as críticas feitas em torno dos projetos de
Redd+, o governo do Acre procura distanciar o Sisa desta lógica, afirmando que este sistema foi resultado de um
processo de consulta que extrapolou o debate sobre Redd: “a evolução de sair de apenas um projeto de Redd+
para ter um sistema mais amplo de serviços ambientais,
com arranjo de governança, participação, etc foi fruto
deste diálogo e percepção destas críticas” (Informação
verbal46), declara uma representante do IMC. Antes de
tudo, pode-se argumentar, que o governo do Acre utiliza os conceitos de serviço ambiental e serviço ecossistêmico de forma intercambiável, como se o significado dos
dois fosse o mesmo. Dito isso, a representante do IMC
destaca, como importante parte deste processo, a elaboração de princípios “extraídos das recomendações e dos
diferentes acordos nacionais e internacionais”, além da
discussão “a nível nacional de todos os setores da sociedade sobre Redd+ e salvaguardas socioambientais” (Informação verbal47). Os princípios colocados são:
1 - Uso dos recursos naturais com responsabilidade.
2 - Reconhecimento dos direitos dos povos indígenas, tradicionais e extrativistas.
3 - Fortalecimento da identidade e respeito à diversidade cultural, combate à pobreza e elevação da
qualidade de vida da população.
4 - Utilização de incentivos econômicos objetivando o fortalecimento da economia de base florestal sustentável.
5 - Repartição justa e equitativa dos benefícios
econômicos e sociais oriundos das políticas públicas de desenvolvimento sustentável.
6 - Transparência e participação social na formulação e implementação de políticas públicas.
Sobre o Programa ISA-Carbono, a representante do
IMC explica:
O Programa ISA-Carbono também não se constituiu
em projeto de Redd, o Programa Carbono se constitui numa política de Estado para reduzir as emissões
oriundas do desmatamento e da degradação florestal
46 Representante do IMC. Economia verde no Acre. Rio Branco, 5 de dez.
2013. Entrevista concedida à Relatoria.
47 Ibid.

baseada nas políticas públicas de desenvolvimento sustentável. É totalmente diferente de um projeto de Redd.
É uma política a ser implementada à nível do estado inteiro, tendo como base o nosso plano de redução e controle do desmatamento (Informação verbal48).

Na entrevista com os representantes do estado do Acre
também houve uma tentativa de distanciar o Sisa do
mercado de carbono. A representante do IMC argumentou que, até agora, a entrada de recursos, por exemplo no
caso do KfW, “não foi uma venda estrito senso de crédito de carbono; foi praticamente uma doação condicionada à redução do desmatamento. Os créditos não são de
propriedade do governo Alemão, ou do KfW” . Este primeiro recurso tem servido para garantir a operacionalização do sistema que “inclui colocar ou estruturar todas
as instâncias do arranjo institucional que o sistema tem
em funcionamento” (Ibid.).
No entanto, vale lembrar que o mercado é citado em
diversos documentos do Sisa. De acordo com a própria lei, o sistema e a criação de um Programa de Redd
– o Programa ISA-Carbono – estariam possibilitando a “preparação para responder aos futuros mercados
de carbono e serviços ambientais do planeta” (BRASIL,
2010. p. 6). Um edital de 2014 sobre projetos indígenas
cita “os recursos do Sisa podem ser obtidos por diversos
mecanismos, seja por meio de comercialização de ativos de serviços ambientais, certificado, como pelo recebimento de doações (...)” (BRASIL, 2014, p.6). O mesmo
explica que os recursos do Programa Global REM Redd
para Early Movers – REM/Acre 2013 (BMU) – Remuneração Ex-Post sobre Resultados de Redd (KFW/REM)
é de doação com encargos. Os encargos significam que
o governo do Acre precisa demonstrar anualmente que
está reduzindo o desmatamento relacionando as ações
com o Programa ISA-Carbono, além de implantar o Sisa
e seus subprogramas, planos de ação e projetos. O financiamento pode não ser através de créditos de carbono,
mas como o Programa ISA-Carbono e o Sisa pretendem
vender créditos no mercado, o apoio da Alemanha contribui para o mesmo.
Além disso, um representante da WWF afirmou que
umas das grandes limitações do Comitê Científico hoje é o fato do mesmo tratar mais do mercado de carbono
do que de outro tema, considerando que seus membros
são especialistas nesta área (Ricardo Assis de Mello, em
48 Ibid.
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Para as organizações críticas, o caminho da economia verde é equivocado na solução dos problemas históricos e a posição e postura
do governo camuflam os privilégios dos ruralistas locais, das madeireiras, de empresas e agentes internacionais, amparados
no discurso do desenvolvimento sustentável

entrevista, 18 de nov. 2014).
Sobre o Memorando de Entendimento Califórnia-Acre-Chiapas, segundo o governo do Acre, o mesmo “não
é um acordo comercial, mas sim um de entendimento
para estudar os caminhos para integrar ou ter o mútuo
reconhecimento dos nossos programas” (Monica de los
Rios, em entrevista, 5 de dez. 2013). No entanto, o que
preocupa organizações estadunidenses e acreanas é que
o objetivo final desta “cooperação” seja permitir que a
Califórnia, cuja lei de clima estabelece metas de redução de emissões, possa cumprir tais metas não reduzindo suas emissões, mas comprando créditos de projetos
de Redd no Acre. Por um lado, permite que a Califórnia
“compre o direito de continuar emitindo” e, por outro,
seria um incentivo para o governo do Acre promover
projetos de Redd no estado. Segundo o Artigo 2 do Memorando de Entendimento,
As partes irão coordenar esforços e promover colaboração para a gestão ambiental, a pesquisa científica e
técnica e formação, através de esforços cooperativos
em especial sobre a redução das emissões de gases de
efeito estufa por desmatamento e degradação da terra
– mais conhecido como Redd – e o sequestro de carbono adicional através da restauração e o reflorestamento
de terras e florestas, e através de melhorias em práticas
de manejo florestal (...) (ACRE, CALIFÓRNIA, CHIAPAS, 2010, p.349)
49 O texto original está em inglês e foi traduzido livremente por uma das
autoras deste Relatório.
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Em decorrência deste Memorando, em 2011 foi criado um Grupo de Trabalho sobre Compensação de Redd
ou, em inglês, The Redd Offset Working Group (ROW)
que apresentou recomendações em torno de questões
e mecanismos técnicos, jurídicos, metodológicos e institucionais para promover a ligação entre programas
jurisdicional de Redd+ do Acre e de Chiapas com o programa de cap-and-trade da Califórnia.
Devido à luta social de organizações da Califórnia e dos
Estados Unidos como um todo, além de questões políticas
internas, embora o sistema cap-and-trade da Califórnia
tenha sido lançado em 2013, o mesmo ainda não permite
a compra de créditos internacionais de compensação das
emissões locais, incluindo os de créditos de Redd.
Presume-se que essas políticas e programas representam um esforço dos poderes públicos para sistematizar e legitimar, política e juridicamente, uma proposta
de economia verde para o estado e que possa, dado seu
histórico, contribuir com outras iniciativas. A partir
das possibilidades geradas nas instâncias políticas internacionais e pelos mecanismos de mercado, pretende-se fortalecer a proposta de ter a floresta como base
para o desenvolvimento do estado. Seu argumento expressa e tenta convergir dentro da política o reconhecimento institucional dos direitos das populações locais e
da diversidade cultural, dos riscos ambientais e do valor econômico da natureza e de seus serviços. Efetivamente, cria uma estrutura de governança burocrática,
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apropriando-se das ciências naturais e de tecnologias internacionais para aplicar os mecanismos e os acúmulos
locais na gestão das florestas.
O fato de ser um sistema mais amplo sobre serviços
ambientais – incluindo conhecimento tradicional e beleza cênica, por exemplo - impõe a necessidade de refletir
sobre o significado de transformar a natureza em serviços e seus sujeitos de direitos em fornecedores e compradores destes serviços, lembrando o processo ocorrido
com a terra, o trabalho, a educação e a saúde, por exemplo. A própria linguagem dos princípios revela a tendência de considerações que podem ser caracterizadas
como mercantis: são “recursos” da natureza. Além disso, não elimina a implementação de projetos de Redd+,
como podemos ver mais adiante. O Sisa e o Programa
ISA-Carbono não se confundem, de fato, com projetos
de Redd+, mas, a despeito de incluir direitos e diversidades, são baseados na mesma lógica – que passa por instalar a lógica mercantil sobre aquilo que não é mercantil
-– de mercado. Portanto, não elimina os riscos desta política inserida em um contexto de conflitos e desigualdades reais.

4.4.1.3 Compatibilidade com as leis nacionais e internacionais
As organizações denunciantes apresentam outras preocupações. Primeiramente, questionam a incidência das
ações da lei sobre os territórios federais, como as terras
indígenas, reservas e florestas públicas. Trataria-se de
uma lei estadual impondo ações sobre territórios e populações cujo acompanhamento é de competência federal. Isto provocaria uma sobreposição de poderes, pondo
em xeque a constitucionalidade da mesma.
Sobre esse tema, os gestores e representantes do poder
público estadual ressaltaram a absoluta legalidade da Lei
Sisa e a lisura de seu processo. Não é tarefa desta Missão, ou mesmo desta Relatoria averiguar essa legalidade.
Contudo, nota-se que há um distanciamento de órgãos
públicos federais, como o Incra e a Funai, no acompanhamento do Sisa e dos seus desdobramentos.
Existem ainda preocupações em torno do avanço de
uma lei estadual, complexa, com impactos nacionais e
internacionais, sem a elaboração de uma regulamentação nacional e um tratado internacional. No nível
nacional, caso o Brasil aprove a regulamentação nacional, o estado será obrigado a adaptar-se às exigências ampliadas, que incluem outras realidades para,

por exemplo, não haver problemas de dupla contagem da redução das emissões no cumprimento da
meta nacional de redução de emissões. No nível internacional, as negociações indicam a possibilidade
dos mecanismos de Redd+ não serem financiados pelo mercado de carbono ou contemplarem compensações (offset). Caso este posicionamento seja aprovado,
o Sisa fica limitado ao mercado voluntário de carbono, o qual é reduzido se comparado com o mercado
oficial obrigatório no contexto de um acordo global
de clima da CQNUMC.
No entanto, segundo a Procuradoria do Estado,
tem uma abordagem explicando de que forma a política estadual se articula com a nacional e internacional.
No âmbito da ONU, embora não tenham formado ainda um mercado obrigatório internacional ligado ao Redd, o Sisa tem valor do ponto de vista jurídico, já que
a CQNUMC indica não só a possibilidade mas a necessidade do estabelecimento de iniciativas, inclusive,
subnacionais para o desenvolvimento de programas
de proteção de florestas e redução de emissões. Isso foi
uma incitação da própria ONU, dos grupos de trabalho,
para que estas coisas se iniciassem até que a gente conseguisse, ou conseguir no futuro, ter um grande acordo
internacional (Informação verbal50).

Com relação à legislação nacional, o governo do
Acre se fundamenta no artigo 41 do novo Código
Florestal que faz menção expressa à possibilidade do
desenvolvimento de serviços ambientais. De acordo com o governo, o artigo 41 “é praticamente uma
transcrição do artigo 1o da lei do Sisa” (Informação
verbal 51). Sendo assim,
a lei nacional, se baseou na lei do Sisa para estabelecer
uma regra nacional. Então, não há incompatibilidade
com a lei nacional. Muito pelo contrário, há praticamente um encaixamento do que a gente tem na legislação estadual para essa legislação nacional que é o
Código Florestal (Informação verbal52).

Além disso, afirmam que receberam carta de não objeção do governo federal para o acordo com a KfW, e
50 Procuradoria Geral do Estado e IMC. Economia verde no Acre. Rio Branco,
5 de dez. 2013. Entrevista concedida à Relatoria.
51 Procuradoria Geral do Estado e IMC. Economia verde no Acre. Rio Branco,
5 de dez. 2013. Entrevista concedida à Relatoria.
52 Ibid.
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que participam na construção da estratégia nacional
de Redd+. Ressaltam ainda a importância de uma força
tarefa à nível dos governos da Amazônia:
há um alinhamento entre todos os estados da Amazônia, através do Fórum de Secretários de Meio Ambiente, sobre a concepção de políticas estaduais de redução
de emissões. Há um alinhamento das formas de como
contabilizar o carbono, que linha de base utilizar, de
forma que permita essa integração com a futura estratégia nacional (Informação verbal53).

Segundo a organização ambientalista estadunidense
Forest Trends (2014), a partir da sua experiência na construção do Sisa e com Redd+ em territórios indígenas,
não haverá risco de incompatibilidade entre a lei estadual e a nacional ou de falta de recursos por causa do mercado de carbono. Para a organização, mesmo se o acordo
internacional de clima não permitir a comercialização
de carbono ou a compensação em relação aos mecanismos de Redd+,
isso não diminui a compra de créditos porque as empresas que estão investindo não fazem estas compras
por neutralização de emissões, fazem por uma questão de marketing, porque não tem regulamentação.
Não fazem porque são obrigadas. Fazem porque são
progressistas. (...) Independente da regulamentação
oficial por parte dos governos e o estabelecimento de
metas de redução de emissões que as empresas precisam cumprir, o mercado voluntário de carbono vai
continuar existindo. (...) O Sisa, por enquanto, existe no mercado voluntário, independente da COP, e
já existe colaboração com o governo da Alemanha
e da Califórnia, mas acreditamos que vai haver um
acordo internacional. Não sabemos quando, mas é
praticamente certeza. Já estão acontecendo acordos
bilaterais entre governos e instituições, como o Banco Mundial, o governo da Noruega, da Alemanha...
(Informação verbal54)

Para a WWF, o “governo está tentando captar recursos, mas enquanto não tem mercado oficial de carbono
fica mais difícil, já que o mercado de carbono voluntário é temporário. O governo está buscando alianças com
bolsas também, como é o caso da Bolsa do Rio, mas isso
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ainda não é algo palpável”.
Segundo o governo federal, no entanto,
As reduções de emissões são apresentadas pelo Brasil
enquanto parte da Convenção. Quem é parte, em geral,
é o governo federal, à Convenção. E o governo federal
não reconhece este tipo de iniciativa... se um comprador quer estabelecer com o Acre um contrato que basicamente só vale para os dois (Informação verbal55).

4.4.1.4 Questão indígena e cultura extrativista
A natureza não tem preço. É a nossa floresta, é a
nossa comida, é o nosso espírito.
Liderança indígena Huni Kui, 2014
A economia verde é nada menos que
o capitalismo da natureza.
(DECLARAÇÃO KARI-OCA 2, 2012)
Como mencionado anteriormente, existem preocupações sobre o avanço do Sisa para as terras indígenas.
Em entrevista com esta Relatoria, um representante da
Embrapa afirmou que “agora, estamos trabalhando com
comunidades indígenas para a mensuração de estoque
de carbono e de serviços ambientais como forma piloto” (Informação verbal56). Vale ressaltar que há aproximadamente 15 anos, os governos e as empresas privadas
estão implementando o que chamam de projetos-piloto de Redd+. A representante do IMC também afirmou
que o governo está “vendo como trabalhar essa questão
dos serviços ambientais em terras indígenas, obviamente com todo o contexto sensível que é trabalhar com populações indígenas” (Informação verbal57). Além disso,
a segunda parcela dos recursos da KfW é destinada para
projetos em áreas indígenas.
É preciso ressaltar de antemão que o Sisa não é consenso entre os povos indígenas do Acre. Segundo um representante da WWF (2014),
Dentro dos povos tem uma divisão; existem uns que
acham o esquema interessante, e estes estão mais na

53 Representante do IMC. Economia verde no Acre. Rio Branco, 5 de dez.
2013. Entrevista concedida à Relatoria.

55 Representante do MMA. Mudança Climática. Telefone, 13 de março,
2015. Entrevista concedida à Fabrina Furtado. A entrevista foi concedida no
contexto de pesquisa de doutorado, durante a qual foi apresentada também a
Relatoria, a Missão do Acre e a elaboração deste Relatório.

54 Forest Trends. Economia verde no Acre e o Sisa. Skype, 28 de nov
2014. Entrevista concedida à Fabrina Furtado. A entrevista foi concedida no
contexto de pesquisa de doutorado, durante a qual foi apresentada também a
Relatoria, a Missão do Acre e a elaboração deste Relatório.

57 Representante do IMC. Economia verde no Acre. Rio Branco, 5 de dez.
2013. Entrevista concedida à Relatoria.

56 Representante da Embrapa. Economia verde no Acre. Rio Branco, 4 de
dez. 2013. Entrevista concedida à Relatoria.
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frente da construção do Sisa, e outros que acreditam
que o processo não está bem construído, que é uma resposta capitalista para um problema causado pelo capitalismo. Estes últimos estão dentro da discussão, mas
não fazem parte do esquema. Tem outra parte que participa ativamente, inclusive recebendo parte dos créditos gerados.

Segundo uma liderança indígena do povo Yawanawa,
que apoia a construção do Sisa, participou de reuniões
do GT Indígena e é um dos dois povos envolvidos em
projetos-piloto
o tema Pagamento por Serviços Ambientais no Acre é
diferente, e tem que ver de que forma pode chegar a
nossas comunidades. E, se podemos ter recebimento
por um serviço ambiental, nada mais justo, pois temos
muitas demandas por combustível, munição, barcos,
alimentos, remédios e outras necessidades. Um exemplo é o Tio Jorge, que está lá na aldeia preservando e colecionando plantas medicinais. Não é para ele, é para o
bem do mundo. Nada mais justo de receber por esse tão
importante serviço ambiental (BRASIL, 2011, pp.5-6).

Por outro lado, uma liderança do povo Huni Kui que,
no início, participou do processo, mas hoje tem uma visão crítica, questiona as iniciativas de Redd, argumentando que, com elas,
O Brasil está violando a Convenção 169, porque os povos indígenas não foram consultados sobre o Redd e
ele está se movendo para a frente. O segundo impacto do Redd é que dividiu os líderes indígenas, que antes estavam unidos em defesa dos territórios e da Mãe
Terra. Um terceiro impacto do Redd é que resultou na
cooptação de alguns líderes, que aceitaram dinheiro e
eles nem sequer sabem de onde vem esse dinheiro e o
que significa. Outro impacto é que o governo do Brasil, porque está abrindo suas portas a este mecanismo
de compensação de carbono, é que ele é evisceração
das leis e do quadro legal sobre os direitos dos povos
indígenas e as garantias que foram consagrados para
proteger os nossos direitos aos nossos territórios (KAXINAWÁ, 2014 apud. REDD-MONITOR.ORG, 2014).

A liderança indígena também argumenta que os projetos de Redd+ que existem atualmente em terras indígenas
pelo mundo impedem comunidades de pescar e praticar
a agricultura em seus territórios. Ela afirma que “os líderes
estão sendo criminalizados por se oporem ao projeto, e as
comunidades são informadas de que os serviços presta-

dos nas áreas de educação, transporte ou saúde serão suspensos se eles se oporem ao projeto” (Ibid.).
O receio de que, aos poucos, a implementação do sistema elimine a cultura dos povos indígenas e extrativistas
do Acre tem como base o que vem ocorrendo em outros
projetos de Redd pelo mundo (WRM,2015) e aqui no
Brasil. As comunidades são proibidas, sob o argumento
do combate ao desmatamento, de realizar as atividades
tradicionais de subsistência, como a extração de látex
das seringueiras e as queimadas necessárias para seus
roçados. O governo do Acre argumenta que este não é o
caso e que o problema está na falta de informação:
Entre colocar em prática estas ações que demonstram
a intenção, há um espaço que cria, por parte das comunidades, uma incerteza sobre o que vai acontecer e
dá espaço para as pessoas acharem que os projetos de
Redd tiram as pessoas das suas terras, proíbem elas de
usar os recursos naturais. Então, se cria todo um “achado” sobre o que vai acontecer, quando o projeto ainda
não teve chance de iniciar a implementação (Informação verbal58).

No caso dos projetos privados de Redd+ visitados, embora não envolvam populações indígenas, esta é uma das
maiores preocupações e insegurança das comunidades.
Observamos que essa percepção decorre não só da falta de informações, mas também por conta de outros fatores, tais como: a pouca apropriação das comunidades
em relação aos elementos técnicos e à linguagem da política; a baixa confiança das comunidades nos agentes do
poder público e nos agentes estrangeiros; as relações de
dependência com os fazendeiros que se apresentam como
proprietários da terra, não reconhecendo os direitos dos
posseiros; e os fatos reais que ocorrem no território, como a pressão sobre as comunidades (por parte dos fazendeiros), as incertezas em relação às promessas feitas pelos
proponentes dos projetos e a sequência de perdas no uso
da terra e do território, além das condições de desigualdades dessas comunidades na relação com os proponentes
dos projetos de desenvolvimento econômico. Esta experiência no território será descrita com mais detalhes abaixo.
No entanto, o governo do Acre se apropria da questão
relacionada aos indígenas e às comunidades extrativistas inclusive no contexto da institucionalidade do Sisa, já
que criou um Grupo de Trabalho (GT) indígena, que in58 Representante do IMC. Economia verde no Acre. Rio Branco, 5 de dez.
2013. Entrevista concedida à Relatoria.

Comment Overview

73

Navigate to Table of Contents

tegra a Ceva. Além disso, de acordo com a publicação do
governo do Acre “Serviços Ambientais: incentivo às florestas: Sisa direcionado à temática indígena”, esta questão está inserida no Programa ISA-Carbono.
O GT Indígena “tem a função de assessorar a Comissão
Estadual de Validação e Acompanhamento do Sisa e tem
como uma das agendas a construção de projetos para captar recursos para a elaboração do subprograma indígena”.
Atualmente, o GT é composto pelas seguintes entidades:
Funai, IMC, CPI do Acre, Associação de Agroflorestais
Indígenas do Estado do Acre (Amaiac), Forest Trends,
Associação Sociocultural Yawanawa (Ascy), Organização das Mulheres Indígenas do Acre, sul do Amazonas e
noroeste de Rondônia Sitoakore e Assessoria Estadual de
Povos indígenas (Aepi) (BRASIL, 2014, p.26).
As últimas decisões públicas que resultaram das reuniões deste GT definiram o desenvolvimento de dois projetos-piloto com os Ashaninka e com os Yawanawa, o
estabelecimento de um fundo indígena e a elaboração de
uma carta de princípios que contemplam diretrizes para
guiar ações relacionadas ao Sisa.
Críticas ao funcionamento do GT, no entanto, foram
realizadas por alguns dos seus participantes. Segundo
Olinda (2013), coordenadora da CPI do Acre,
(…) a gente tem um problema muito sério de comunicação. A gente não sabe nada sobre a Ceva, a gente não
troca informação. É uma luta para saber como está esse projeto sobre a KfW (…). (…) Aqui tem um esvaziamento dos indígenas, já perderam o interesse. Não
tem dinheiro para eles vir. Esse negocio de que o índio
é problema tem que acabar dentro do governo do Acre
(BRASIL, 2013, p.3).

Além da participação neste GT, atividades de formação e publicações direcionadas especificamente para os
indígenas também são elaboradas pelo governo e pelas
ONGs, a exemplo das cartilhas: “Serviços Ambientais,
Incentivos para a sua Conservação. Sisa: dialogando
com povos indígenas”, elaborada pelo IMC, pela assessoria indígena do gabinete do governador do Acre
e pela organização estadunidense Forest Trends, com o
apoio da KfW, da GIZ, da WWF e do Fundo Vale; e
“Serviços Ambientais: incentivo às florestas: Sisa direcionado à temática indígena”, elaborada pelo IMC, com
o apoio da Forest Trends, CPI do Acre, GIZ e da assessoria indígena do gabinete do governador do Acre. As
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duas cartilhas tratam dos serviços ambientais e da importância das florestas, da questão climática e da relação clima-florestas-povos indígenas, além de explicar o
Sisa, o Programa ISA-Carbono e o GT Indígena (BRASIL, 2013 e 2014).
É importante ressaltar que as duas cartilhas apresentam como exemplar o Projeto Carbono Florestal
Suruí, localizado na Terra Indígena Sete de Setembro,
na região norte de Rondônia. Trata-se do primeiro
projeto de Redd+ em terras indígenas no Brasil e do
primeiro projeto de Redd+ em terras indígenas com
certificação internacional no mundo. Foi feito em
”parceria” com a Associação de Defesa Etnoambiental Kanindé, Forest Trends, Equipe de Conservação da
Amazônia (Ecam), Fundo Brasileiro para a Biodiversidade (Funbio) e o Instituto de Conservação e Desenvolvimento Sustentável do Amazonas (Idesam).
No entanto, em fevereiro de 2015, doze lideranças
do povo Paiter Suruí, da TI Sete de Setembro, afirmaram ao, então, presidente da Funai, Flávio Chiarelli, e à subprocuradora geral da República, Deborah
Duprat, em duas reuniões separadas, que desejam que
o Projeto Carbono Florestal Suruí seja suspenso. Os
principais argumentos apresentados pelas lideranças
foram: as graves divisões ocorridas no povo; o não
cumprimento das promessas de melhoria de vida da
comunidade (enquanto, por outro lado, afirmam que
algumas poucas famílias têm se beneficiado bastante); o afastamento de lideranças e a centralização da
representatividade do povo; e as ameaças feitas a vários integrantes do povo que, atualmente, se posicionam contrários ao projeto. No documento entregue à
Funai e à PGR, lideranças indígenas do Mato Grosso e
de Rondônia (apud. CIMI, 2015, p.5) afirmaram que:
Exigimos urgentemente a suspensão e posterior cancelamento do Projeto de captura de Gás Carbono no
território indígena Suruí e Cinta Larga e o impedimento de implementação de qualquer projeto que visa esse
tipo de exploração em todos os territórios indígenas no
estado de Rondônia e no Brasil;

Além das questões já mencionadas, uma parte do apoio
da KfW – R$ 1,5 milhão para 2014 e o mesmo montante para 2015 - foi destinada para projetos em áreas indígenas. O objetivo deste apoio específico é “contribuir
à manutenção dos serviços ambientais e à redução e à
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prevenção do desmatamento em terras indígenas (...)” e
os beneficiários são “comunidades indígenas que contribuam voluntariamente com os objetivos do Sisa” (BRASIL, 2014, p.7). Entre os critérios de elegibilidade para
o recebimento de recursos estão o alinhamento com os
objetivos do Sisa e o alinhamento com os objetivos do
projeto RM/KfW. A Comissão de Seleção é constituída
pelo IMC, Aepi, Organização de Professores Indígenas
do Acre (Opiac) e a CPI do Acre.

4.4.1.5 Salvaguardas socioambientais
Segundo o governo do Acre, a elaboração de salvaguardas socioambientais de Redd no Sisa irá evitar os problemas acima citados. “Se não tiver cumprido estes
indicadores, estas salvaguardas, não se aprova projeto”
afirmou o secretário de Meio Ambiente. “Vocês podem
não concordar com o Redd, que aí é uma questão ideológica, mas ele está sendo feito para beneficiar o povo que
mora no Acre com todos os cuidados que estão expressos nestas salvaguardas, que foram amplamente discutidas e divulgadas na sociedade” (Informação verbal59).
O manual de monitoramento das salvaguardas socioambientais de Redd+ para o programa ISA-Carbono, inserido no âmbito do Sisa, define as salvaguardas
como “necessárias para garantir que programas e projetos de Redd+ não causem efeitos negativos à biodiversidade florestal, e que não causem impactos
indesejados a comunidades locais, povos indígenas
e populações tradicionais” (IMAFLORA et al. 2013,
p.7). Os indicadores acreanos de monitoramento das
salvaguardas foram resultados de um processo de
adequação dos padrões internacionais de salvaguarda
de Redd+, realizado pelo governo em parceria com a
organização Care Brasil.
O Sistema foi desenvolvido com base na Redd+ Social & Environmental Standards Initiative (Redd+ SES)
ou Iniciativa de Padrões Sociais e Ambientais de Redd+,
em português. Esta iniciativa “define as etapas necessárias para o desenvolvimento de parâmetros socioambientais em nível de estado ou país e que devem ser
empregadas nas políticas e nos programas de Redd+ ou
de incentivos a serviços ambientais”. É secretariada pela
Care Internacional e pela Aliança Clima, Comunidade e
Biodiversidade, cujos membros são as seguintes ONGs:
59 Secretário de Meio Ambiente. Economia verde no Acre. Rio Branco, 5 de
dez. 2013. Entrevista concedida à Relatoria.

Conservation International (CI), Care, The Nature Conservancy (TNC), Rainforest Alliance e Wildlife Conservation Society.
Tais etapas seriam: reuniões de conscientização para
o estabelecimento da governança, criação de comitês
para adaptação dos indicadores internacionais, construção de indicadores nacionais e/ou subnacionais,
consultas públicas para validação dos mesmos, elaboração do plano de monitoramento, desenvolvimento de
um relatório sobre o desempenho do programa, validação junto às partes interessadas e, finalmente, a publicação deste relatório.
Além do monitoramento do cumprimento das salvaguardas no contexto da política pública estadual, o governo também elaborou um processo voltado para o
atendimento de salvaguardas por parte dos projetos privados de Redd+. O monitoramento dos mesmos será realizado através de sistemas voluntários de certificação
socioambiental. Os projetos devem ser avaliados pela
Ceva e ser objeto de consulta pública para, depois, serem registrados, aprovados e monitorados. Contudo, o
processo de monitoramento criado não contemplou os
projetos de Redd+ privados já em andamento, exigindo
outro tipo de ação por parte do governo para tratar dos
problemas resultantes dos mesmos.
No debate internacional sobre a questão ambiental e o desenvolvimento econômico, o tema das salvaguardas tem sido controverso. Dentre as críticas estão
os problemas referentes à atuação de grandes organizações conservacionistas. Como já afirmamos, alguns setores entendem essas organizações como funcionais aos
Estados neoliberais e, portanto, sem condições de construir metodologias baseadas na autonomia comunitária.
Some-se a isso, o fato de que, embora o conceito de salvaguardas seja resultado da incidência de organizações e
movimentos que denunciam os impactos socioambientais de projetos e políticas públicas, existem limites em
sua efetividade.
Dentre os problemas identificados estão a dificuldade de cumprimento de salvaguardas nos territórios, de
monitoramento das mesmas e de enfrentamento dos
casos de descumprimento, por parte dos governos. Isso exige uma capacidade institucional que ainda não
se mostrou possível. Experiências de operacionalização e implementação de salvaguardas relacionadas às
iniciativas de Redd, como a do Fundo de Parceira de
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O receio de que a implementação da economia verde elimine a cultura dos povos indígenas e extrativistas do Acre tem como base o que ocorre
em outros projetos pelo mundo e no Brasil, em que comunidades são proibidas de realizar as atividades tradicionais de subsistência

Carbono Florestal (FCPF, sigla em inglês), do Banco
Mundial, a do Programa de Investimento Florestal (FIP,
sigla em inglês), também do Banco Mundial, e a do
próprio programa das Nações Unidas sobre Redd (UN
-Redd), demonstram a incapacidade das salvaguardas
de garantirem os direitos das comunidades indígenas
e tradicionais. Alguns exemplos incluem denúncias de
violações dos critérios de participação e consulta em
Honduras e de violação de direitos territoriais em Suriname, nos projetos do FCPF. No caso do UN-Redd,
em fevereiro de 2013, os indígenas do Panamá se retiraram do programa alegando falta de participação e
outras violações dos direitos dos povos indígenas. A
sociedade civil da Indonésia, do Vietnã e de outros países da Ásia também tem tensionado e criticado as salvaguardas. No Peru, a organização indígena Asociación
Interétnica de Desarrollo de la Selva Peruana (Aidesep)
vem denunciando violações dos direitos territoriais e
de participação em projetos de Redd financiados pelo
FIP (MARTONE & GRIFFITHS, 2013).
O que o Acre fará de diferente? De acordo com um representante da WWF, um dos pontos que o Sisa precisa
melhorar é o papel da Ceva, instituição responsável pelo
controle social do sistema. O mesmo ressalta que
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Isso é uma função extremamente complicada, demanda
tempo e acaba sendo um trabalho. Controle social é difícil. Fazemos este trabalho de forma voluntária. A nossa participação em reuniões tira uma semana por mês
de trabalho de quem participa... Ficamos sem tempo de
ir para o território e detectamos a necessidade de ir (Informação verbal60]).

Outras organizações vão além, argumentando que o
“Redd não conta com nenhuma salvaguarda executável a nível nacional ou subnacional que possa garantir
a proteção dos direitos dos povos indígenas e comunidades dependentes da floresta”. Elas são apenas de
“caráter de assessório e podem ser manipuladas por
empresas e governos”. Já que para conseguir financiamento para Redd+, “um governo pode simplesmente
dizer que está respeitando os conhecimentos e os direitos dos povos indígenas” (ACCIÓN ECOLÓGICA et.
Al, s/d61). Neste sentido, as salvaguardas seriam apenas
mais um instrumento de retórica, uma forma de silen60 WWF. O Sisa. Entrevista concedida à Fabrina Furtado,18 de nov. 2014. A
entrevista foi concedida no contexto de pesquisa de doutorado, durante a
qual foi apresentada também a Relatoria, a Missão do Acre e a elaboração
deste Relatório.
61 Versão original em espanhol. Este trecho foi traduzido livremente por uma
das autoras deste Relatório.
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MAPA 8: Projeto Purus

ciar, neutralizar a crítica aos projetos de Redd.
Em parte, as dificuldades de implementar e monitorar o cumprimento de salvaguardas deve-se ao fato de
que os territórios que são alvos dos projetos de Redd no
Acre são propriedades privadas ocupadas por comunidades posseiras, sendo a insegurança territorial um fator
de fragilização que compromete os diálogos e a negociação com aqueles que detém ou argumenta, sem comprovação, deter a propriedade da terra. Esses últimos são
também os que detêm a hegemonia sobre as informações, os processos, procedimentos e as relações com empresas internacionais, mercados nacionais e o comando
sobre os contratos e seus desfechos institucionais. Ocorre que a propriedade da terra implica em poderes sobre os territórios, a sua biodiversidade e possibilidades
de uso e exploração. Nesse contexto, mesmo se o Sisa
reconhecesse os outros valores, não-econômicos, das
florestas e dos povos, os interesses de mercado e a naturalização de uma racionalidade mercadológica sobre
a natureza podem resultar em acirramento dos conflitos socioambientais, protelação dos direitos territoriais
coletivos, criminalização das práticas tradicionais e redução do acesso das comunidades aos benefícios do uso

econômico da floresta e aos espaços de convivência. Por
outro lado, vale ressaltar que outras políticas e projetos
similares, como a Bolsa Verde ou o próprio MFS, são implementados em áreas públicas, mas problemas e conflitos também foram encontrados.
Abaixo segue um relato sobre a situação dos direitos
humanos frente aos dois projetos de Redd que estão em
processo de registro no Sisa, visitados pela RDHMA.
4.5 Projetos Privados de Redd+: conflitos e tensões nos territórios
Os projetos de Redd despertam velhos problemas
fundiários vividos na Amazônia,
que ganham uma dimensão nova com
essa tal de “economia verde” e Redd
Liderança do movimento de seringueiros, 2013
4.5.1 Projeto Purus – Um projeto de conservação da floresta
tropical no Acre?
O Projeto Purus, cujo Documento de Concepção (DC)
inicia-se com a seguinte dedicatória a Chico Mendes:
“Parabéns, Chico, você não era um visionário: o Projeto
Purus é a materialização deste sonho”, reconhece a “ne-
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cessidade de preservarmos mais e melhor, valorizando os
Povos da Floresta, verdadeiros guardiões da mata e sua
biodiversidade”, definindo a mesma como “tesouros passíveis de remuneração e compensação, em busca de um
mundo melhor para enfrentar a necessidade de conter o
aquecimento global” (CARBONCO, LLC, s/d, p.1).
No entanto, estes mesmos povos da floresta são definidos no DC como “agentes do desmatamento”. A percepção da natureza como serviços a serem remunerados ou
compensados e os sujeitos de direito que dela sobrevivem
e a mantém como os responsáveis pela sua degradação é
visível na forma como o processo vem sendo tratado com
as comunidades pelos proponentes do projeto, em especial por Normando Salles (ex-prefeito de Manoel Urbano)
e o advogado Wanderley Rosa, da empresa Moura e Rosa,

que se apresentam como proprietários da área.
Assim, seriam três grandes objetivos: climático, através da redução do desmatamento; comunitário, através
da criação de oportunidades econômicas e a implementação de programas sociais; e de biodiversidade, através
da preservação da mesma. Para atingir o objetivo climático, os proponentes do projeto afirmam que as seguintes
atividades serão realizadas: inventário de carbono florestal; modelagem de padrões regionais de desmatamento e
uso da terra; enfrentamento dos vetores do desmatamento para mitigar a emissão de GEE; e desenvolvimento de
um plano de monitoramento dos impactos climáticos e
do desmatamento. Para a comunidade, os proponentes
do projeto afirmam que serão realizadas atividades de
conscientização em torno do projeto e a elaboração e im-

CAIXA: Os atores envolvidos no Projeto Purus
Ator

Moura e Rosa
Empreendimentos
Imobiliários Ltda
(Moura & Rosa)

Responsabilidade

Identificação

Apresentam-se como
proprietários da área do projeto
e são um dos proponentes
do projeto.
São responsáveis pela
administração do projeto e
implementação de atividades de
“mitigação do desmatamento”,
fiscalização de “infrações” e
providências quanto à punição
dos “infratores”.

Legalmente, o projeto é de
propriedade dos filhos Felipe
Moura Sales e Paulo Silvza
Cesário Rosa.

Normando é empresário
e liderança política local.
Foi ex-prefeito de Sena
Madureira e candidato
a deputado federal na
última eleição pelo Partido
Democratas (DEM).
Wanderley é advogado
e mineiro.

Carbon CO, LLC

Proponente do projeto,
responsável por elaborá-lo,
obter a certificação e garantir
o financiamento inicial.

Subsidiária da Carbonfund.
org Foundation. Localizada em
Bethesda, Maryland, nos Estados
Unidos, que desenvolve e financia
projetos de geração de créditos
de carbono.

Brian Macfarlad – diretor
da Carbonfund.org foi
quem elaborou o projeto.
Em troca do
financiamento, a
CarbonCo, LLC vai
receber parte das reduções
de emissões verificadas.

Freitas
International
Group, LLC
(Carbon
Securities)

Presta assessoria, faz a
interlocução entre Moura
& Rosa e CarbonCO, faz
traduções e organiza a
logística para as visitas à área
do projeto.

Empresa brasileira de
desenvolvimento e negociação de
projetos de geração de créditos de
carbono com ênfase em projetos
de Redd+.
Sede na Flórida (EUA).
Pertence a Pedro Freitas.

Tem representações
em Goiânia, Brasília,
Rio Branco, Belém
e São Paulo.

TerraCarbon, LLC.

Deu suporte técnico ao
projeto (estudo de viabilidade,
inventário de carbono
florestal, apoio à modelagem
da linha de base e preparação
para a quantificação de gases
de efeito estufa).

Empresa de consultoria, Illinois
(EUA). Presta assessoria
para “desenvolver e implementar
soluções de mercado
para a conservação”

Formada em 2006 por
Bernhard Schlamadinger,
que foi “um dos maiores
especialistas em carbono
do mundo” e por Scott
Settelmyer ex diretor
financeiro da bolsa de
clima de Chicago (Chicago
Climate Exchange).

Fonte: Elaboração própria a partir de , 2013 e sítios eletrônicos de cada ator
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Empresa criada em 2009 por
Normando Rodrigues Sales e
Wanderley Cesário Rosa
para gerir o Projeto Purus.

Observações

Comment Overview

Ator

Tecnologia e
Manejo Florestal
(Tecman)

Verified Carbon
Standard
(VCS)

The Climate
Community
& Biodiversity
Aliance (CCBA)
ou Aliança Clima,
Comunidade e
Biodiversidade
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Responsabilidade

Identificação

Observações

Empresa de consultoria
ambiental e manejo florestal
Rio Branco (AC).

De Fábio Thaines e Igor
Agapejev de Andrade.
Tem como principal cliente a Secretaria de Estado
de Floresta (SEF) e está
presente em sete PAE (incluindo Porto Dias e Chico
Mendes), 3 PA e 3 Resex
(incluindo Xapuri)

Certificação

Criado em 2005 pelo Climate
Group, International Emissions
Trading Association (Ieta), pelo
Fórum Econômico Mundial e, logo
depois, pelo Conselho Empresarial
Mundial para o Desenvolvimento
Sustentável para criar normas de
validação e certificação de projetos
voluntários de carbono.

Tem entre seus “membros”
a Goldman Sachs e a BP.

Certificação

Desenvolve padrões para certificar
e validar atividades que “enfrentam a mudança climática, apoiam
comunidades e pequenos proprietários e conservam
a biodiversidade”.

Formada pelas ONGs:
Care, Conservation International, TNC, Rainforest
Alliance e Wildlife Conservation Society.
Foi assessor de Eufran
Amaral, do Instituto de
Mudanças Climáticas do
Acre (integram o “núcleo”
de pesquisadores associados a Irving Foster Brown,
da WHRC).

Inventário de Carbono
Florestal, com supervisão
da TerraCarbon.

Antônio William
Flores de Melo

Elaboração de mapas, modelagem do uso de terra e desmatamento na região, com supervisão da TerraCarbon.

Consultor, professor da Universidade Federal do Acre (Ufac).

Instituto Chico
Mendes de
Conservação da
Biodiversidade
(ICMBio)

Não tem nenhuma participação formal, mas os proponentes do projeto prometeram
uma parte das receitas do projeto para o Instituto, em troca
de orientações informais

Fundado em 2004, o Instituto
Internacional de Pesquisa e
Responsabilidade Socioambiental Chico Mendes desenvolve projetos de “conservação
e proteção ambiental”.

O primeiro compromisso de
vendas do projeto.

Com sede em Londres, no Reino
Unido, o grupo reúne mais de 350
empresas com projetos ambientais e de redução de emissões de
carbono.

Ex “Future Forests”, a
empresa trocou de nome
depois de denúncias de violações de direitos humanos
e conflitos de terra envolvendo os projetos Kibale e
Mount Elgon, na Uganda
financiado por eles (LANG
& BYAKOLA, 2006).
Entre seus clientes estão
Microsoft, M&S, Avis
e a Sky.

Instituição internacional que
dirige as associações de futsal,
futebol de areia ou futebol de praia
e futebol.

Os créditos foram utilizados para cumprir a meta
ambiental que a entidade
precisava atingir para
compensar todas as emissões de carbono diretamente relacionadas à Copa
do Mundo realizado no
Brasil, entre 12 de junho e
13 de julho.

The Carbon
Neutral Company

Fifa

Comprou créditos do projeto.

Fonte: Elaboração própria a partir de , 2013 e sítios eletrônicos de cada ator
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Segundo o DC, este projeto de Redd tem como objetivo principal
gerar oportunidades econômicas sustentáveis para
as comunidades locais e implementar projetos sociais,
enquanto mitiga o desmatamento (ou seja, o que resulta na redução de emissões de gases de efeito estufa) e preserva a rica biodiversidade da área do Projeto
(Ibid. p.31).

plementação de projetos e programas sociais, além de desenvolver um plano comunitário de monitoramento dos
impactos na comunidade. Para atingir o objetivo de preservação da biodiversidade, o DC menciona atividades
relacionadas com a avaliação da biodiversidade no projeto, o desenvolvimento de um plano de monitoramento da
biodiversidade e o monitoramento dos impactos (Ibid.).
A expectativa é que o projeto reduza 120 mil toneladas de
emissão de CO2 ao longo de dez anos.
Os projetos sociais mencionados incluem a contratação de um gerente de projetos e de agentes florestais; cursos de formação em agricultura; fornecimento de título
da terra; assistência social; divisão dos lucros da venda
de créditos de carbono; reflorestamento na proximidade
do Rio Purus; construção de um escritório; melhorias na
escola e o fornecimento de um barco escolar; uma clinica de saúde; novas casas para as famílias que aceitaram o
projeto; e a promoção de atividade de ecoturismo (Ibid.).
A lógica que fundamenta o projeto é que a geração de
serviços ambientais permitirá a criação de oportunidades econômicas para as comunidades e a implementação
de projetos sociais. Segundo os proponentes, isso resultará em melhorias nos meios de subsistência das comunidades, o que, por sua vez, reduzirá a pressão sobre a
floresta e o desmatamento.
O projeto foi certificado pela Verified Carbon Standard (VCS) e pela Climate, Community, Biodiversity
Standard (CCBS). Essas são as certificadoras voluntárias de projetos de carbono mais conhecidas mundialmente hoje em dia. A VCS foi fundada em 2005 por
”líderes empresariais” que “perceberam a necessidade de maior segurança de qualidade em mercados de
carbono voluntários”62 (s/d, p.1). Os fundadores foram
62 Original, em inglês: “saw a need for greater quality assurance in voluntary
carbon markets”.
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The Climate Group, International Emissions Trading Association (Ieta) e The World Economic Forum, os quais
iniciaram o processo de elaboração de critérios de certificação de projetos de redução de emissões. Logo
depois o Conselho Empresarial Mundial para o Desenvolvimento Sustentável (WBCSD) juntou-se à iniciativa. A VCS tem hoje status de ONG sem fins lucrativos.
O conselho de diretores tem hoje 12 de seus membros
fundadores, além das empresas Norton Rose, Ecotrust e
C-Quest Capital. O presidente do Conselho, Marc Stuart, foi co-fundador original da empresa, também fundada por Pedro Moura, EcoSecurities.
A CCBS é uma articulação de organizações internacionais fundada em 2003 com a missão de “estimular e promover atividades de gestão da terra que mitigam, de forma
credível, a climática global, melhorar a qualidade de vida e
reduzir a pobreza de comunidades locais e conservar a biodiversidade” (CCBA, s/d, p.1). É composta pelas ONGs Care, Conservation International (CI), The Nature Conservancy
(TNC), Rainforest Alliance e Wildlife Conservation Society;
tem como instituições de assessoria o Centro Agronomico
de Investigación y Ensanansa (Catie), The World Agroforestry Center (Icraf) e o Center for International Forestry Research (Cifor) e como financiadores The Blue Moon Fund, The
Kraft Fund, BP (a antiga British Petroleum), Hyundai, Intel,
The Rockefeller Foundation, SC Johnson, Sustainable Forestry Management (SFM) e Weyerhaeuser.
Os proponentes do projeto também afirmam que ele
“está alinhado com as Normas de Redd e Pagamentos
Ambientais e Sociais do estado do Acre por Serviços Ambientais (Lei n°2.308/2010)” (CARBONCO, LLC, p.5)
A partir da análise de fontes secundárias e de uma
reunião com a comunidade, durante a Missão, foi possível perceber: preocupações pela falta de entendimento sobre o projeto por parte da comunidade; divisão
da comunidade e acirramento de conflitos; o receio
de realizar uma série de atividades importantes para
a subsistência, sob pena de criminalização; que o incremento na renda será mínimo, se efetivamente ocorrer, para quem participa voluntariamente do projeto; e
que as ações sociais propostas são, na verdade, de responsabilidade do Estado e direitos constitucionais da
população, que não podem estar, portanto, associados
e muito menos condicionados à execução do projeto.
Além disso, existe um conflito de terra que gera insegurança territorial.
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Na lógica dos projetos de Redd, as atividades tradicionais são identificadas como riscos à floresta e à biodiversidade e, desse modo,
os povos da floresta são definidos como agentes causadores do desmatamento

4.5.1.1 Violação do direito à participação efetiva
e ativa e ao acesso à informação
De acordo com o DC do Projeto Purus, Moura &
Rosa teriam se reunido com a comunidade durante
cinco anos a partir de 2011. Naquele ano e em 2012
o projeto teria sido discutido com mais detalhes e os
membros da comunidade teriam assinado uma Declaração de Entendimento afirmando a escolha de
entrar no projeto. A Declaração afirmava que o morador, com o consentimento livre, prévio e informado, reconhecia que:
- Moura & Rosa vão permitir a permanência do mesmo
na sua propriedade;
- Em troca desta permissão, o morador teria que trabalhar para proteger e preservar o ecossistema dentro
da propriedade de Moura & Rosa, incluindo a proteção das árvores, da vida vegetal e animal, a prevenção
da poluição do Rio Purus, de córregos e cursos d´água, proteção do solo e preservação de plantas medicinais e comestíveis;
- o desmatamento está ocorrendo dentro da propriedade de Moura & Rosa e, por isso, o morador irá trabalhar para eliminar o mesmo;
- O morador pode ter direito a Pagamentos por Serviços Ambientais (créditos de carbono resultantes especificamente de mitigação do desmatamento dentro da
propriedade) se as árvores forem protegidas;
- Qualquer desmatamento deve ser imediatamente comunicado aos proponentes do projeto (Ibid.).

A partir de conversas com alguns membros da comunidade, no entanto, o consentimento livre, prévio e informado, como também a voluntariedade dos mesmos
em participar do projeto pode ser questionada. Segundo informações de posseiros, a assinatura da Declaração
de Entendimento, em maio de 2011, demonstrando o interesse dos mesmos em participar do projeto, deve ser
questionada já que muitos deles não são alfabetizados e
não sabiam o que, de fato, estavam assinando. Quando
perguntado sobre o conteúdo do Documento e da conversa com os elaboradores do projeto, um membro da
comunidade respondeu que:
Eles disseram muita coisa. A primeira coisa que eles
fizeram – vou mostrar pra vocês o documento que
mandaram eu assinar sem eu entender nada – chegaram com documento aqui para eu assinar e eu perguntei que documento era este e se ia me prejudicar
e eles disseram que não. Então, eu assinei um documento sem eu saber de nada (Informação verbal63).

Recebemos denúncia, inclusive, de que ameaças foram
feitas para o documento ser assinado e de que representantes do projeto assinaram em nome de comunitário:
O documento estava todo amarrando e prejudicando
todos nós aqui dentro. Com poucos dias, descobrimos
63 Afetado/a pelo projeto Purus. O projeto Purus. Manoel Urbano, 28 de nov.
2013. Entrevista concedida à Relatoria.
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que o documento era imundo, sujo. Não deixaram ninguém ler. Aí, deixaram numa casa acolá para o cara assinar. Ele disse que não assinaria e o Normando ficou
com raiva. Ele disse “rapaz, se você não assinar, você
vai se prejudicar”. O Normando perguntou se podia assinar por ele. Aí, o Normando assinou por ele. Eu acho
que este foi o documento que mais nos prejudicou aqui
dentro (Informação verbal64).
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gravidade do crime cometido, permitiu que o projeto recebesse a certificação “nível ouro” dos padrões de qualidade estabelecidos pela CCBS (WRM, 2014).
Os comunitários afirmam que este consentimento não
foi revelado. Explicaram que as conversas foram realizadas individualmente, eliminando a capacidade de organização coletiva da comunidade: ”Ele falou com cada
um em casa em casa. E, aí, eles falaram e falaram e falaram muita coisa” (Informação verbal66). Os posseiros
ressaltaram ainda que, em troca do apoio da comunidade ao projeto, várias promessas foram feitas:

Além disso, afirmaram os posseiros entrevistados,
“aqui dentro, eles têm assinatura de todo mundo, de
quem assinou e quem não assinou. Falsificaram. Não
sei como pegaram o documento do povo. Tem bem uns
cinco só que assinou de verdade” (Informação verbal65).
O documento assinado estaria reconhecendo a empresa
Moura & Rosa como proprietária das terras.
Colocar uma pessoa em uma situação em que a mesma assina um documento sem saber do seu conteúdo é,
no mínimo, um ato de violência. Assinar um documento em nome de um terceiro é crime.
Do ponto de vista do Direito Civil, a vontade é a vertente principal do ato e do negócio jurídico. Sendo assim,
todos esses contratos são anuláveis, por vício de consentimento (Código Civil, artigo 171, inciso II). Os vícios
possíveis estão discriminados nos artigos 138 a 165 do
Código Civil. Podem ser: “erro”, “dolo”, “coação”, “estado
de perigo”, “lesão” ou “fraude contra credores”. Do ponto
de vista do Direito Penal, a atitude dos proponentes do
projeto pode configurar alguns crimes. No caso de aposição de assinatura inautêntica, o crime é de falsificação
de documento particular (artigo 298 do Código Penal).
Também comete crime aquele que faz uso de documento falso (artigo 304 do Código Penal). Nos outros casos,
em que as próprias pessoas assinaram sem entenderem
o que estavam assinando, pode-se configurar estelionato
(artigo 171 do Código Penal) (BRASIL, 2002).
Após auditoria da CCBS, realizada pela SCS Global Services, concluiu-se que este documento era “culturalmente
inadequado” pois não seria “apropriado solicitar às pessoas que elas assinem um documento que não podem
ler” (SCS GLOBAL SERVICES, 2013, p.64 apud. WRM,
2014). Em decorrência da auditoria, a empresa informou
à CCBS sobre o envio de um consultor para a área onde a
comunidade teria expresso seu consentimento verbal ao
projeto. Esta simples notificação, que não reconheceu a

66 Afetado/a pelo projeto Purus. O projeto Purus. Manoel Urbano, 28 de nov.
2013. Entrevista concedida à Relatoria.

64 Ibid.

67 Afetado/a pelo projeto Purus. O projeto Purus. Manoel Urbano, 28 de nov.
2013. Entrevista concedida à Relatoria.

65 Ibid.

68 Ibid.

Aí, com poucos tempos, eles vieram de novo. Aí, quando
chegaram aqui, chegaram com um bocado de gente, chegaram com umas pessoas tudo meio fardados, não sei de
onde eram, se eram do Exército... povo metido a polícia.
Chegaram, subiram aí. Disseram: “nós viemos aqui porque agora temos um projeto muito bonito. Vai sair casa
pra vocês, vai ter placa solar, casa de alvenaria toda montada, com chuveiro e tudo. Aí, passaram pra outra. Passaram pra escola. Uma escola que já vinha apoiada pela
Ufac Rio Branco. Mentindo, dizendo que a Ufac já estava
apoiando para montar uma escola da Ufac aqui dentro,
para o povo se formar aqui dentro e não ter que ir pra fora. Que o governo estadual e federal já tinha entrado no
meio, que já tava tudo montado pra trazer essas escolas
pra cá, que vinham duas lanchas pra cá pra dá conta da
demanda do povo e um barco grande de 20 toneladas para escoar a agricultura do povo, que tinha um curso, manejo não sei de que... (Informação verbal67).

Vale lembrar que grande parte dessas promessas, se não
todas, são direitos básicos da população e, portanto, obrigação do Estado implementá-los. Utilizar essas promessas como moeda de troca é ignorar o fato de que essa população
têm direitos ainda não cumpridos pelo Estado e explorar a
vulnerabilidade em que esses comunitários se encontram.
Além disso, os entrevistados demonstraram que continuam sem entender bem o significado e as consequências do projeto:
Eu quero que explique pra mim o que é carbono porque
pelo que sei este carbono, pra gente, não vai servir de
nada. Pra nós, não serve. Estão tirando daqui para levar
para os EUA... Eles vão vender isso aí pra lá e passar por
cima de nós. E nós, o que vamos fazer? Eles ganharem
dinheiro e a gente só perder? (Informação verbal68).
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Estes posicionamentos, da comunidade, de rejeição ao
projeto já foram tornados públicos. No dia 23 de setembro de 2013 houve um evento público organizado pelos
afetados pelo Projeto Purus e o Centro de Memória das
Lutas e Movimentos Sociais, na Federação dos Trabalhadores em Agricultura (Fetacre), com o objetivo de “discutir os impactos do desenvolvimento do Projeto Purus
(de Redd), nas comunidades do Seringal Itatinga e Porto Central em Manoel Urbano”. Na ocasião, os moradores “afirmaram ser contra a implementação do projeto”
e se declararam dispostos a levar a questão às instâncias
judiciais. Argumentaram que
Não têm informação sobre o andamento do projeto;
não concordam com as restrições de uso da terra para cultivo na área do projeto, não concordam com a restrição de queimadas na área; e não concordam com as
promessas de benefícios anunciadas pelo proponente
do projeto que, segundo eles, nunca chegaram aos moradores (BRASIL, 2013b, p.1).

Além de representantes das 18 famílias afetadas pelo
projeto, o evento contou com a participação do presidente da Fetacre, de Marta Azevedo, do IMC, do ouvidor do Sisa, de um técnico contratado pelo Projeto Purus
e do secretário de Meio Ambiente da Prefeitura de Manoel Urbano.
No que se refere aos riscos e às violações dos direitos
humanos dessas famílias, é preciso referendar os seguintes princípios do PNDH-3: (1) a participação ativa nos
processos decisórios; (2) a transparência; (3) o controle social; (4) a participação efetiva na definição de mecanismos de compensação; (5) o respeito aos direitos das
populações tradicionais (BRASIL, 2010b). Este direito à
participação é, inclusive, qualificado no PNDH-3: tratase do direito à “participação ativa nas decisões que afetam diretamente suas vidas” (Ibid., p.36) e “participação
efetiva da população na elaboração dos instrumentos de
gestão territorial e na análise e controle dos processos
de licenciamento urbanístico e ambiental de empreendimentos de impacto” (Ibid., p.45, grifos nossos).
O contexto contradiz também os princípios da própria CCBS, utilizados como base para a construção das
salvaguardas do governo do Acre, que afirmam que “todos os titulares de direitos e atores relevantes participam
de maneira completa e eficaz do programa Redd+”; que
“todos os titulares de direitos e atores têm acesso opor-

tuno às informações adequadas e precisas para permitir
a tomada de decisão informada e uma boa governança
do programa Redd+” (CLIMATE STANDARD, 2010,
p.2); e que “os direitos às terras, aos territórios e aos seus
recursos são reconhecidos e respeitados pelo programa
Redd+” (Ibid.).
No caso do próprio Sisa, para que um projeto privado seja validado, ele precisa, entre outras coisas, garantir um processo de “consulta pública que inclua consulta
a comunidades locais e outros atores afetados pelo projeto” e a “participação dos principais atores e grupos de
interesse no processo de desenvolvimento de normas e
nos processos de tomada de decisão sobre a governança
do sistema”. Para um projeto ser validado dentro do Sisa
também é necessário garantir o “Cumprimento integral
de leis aplicáveis”, o “Respeito aos direitos de posse e uso
da terra” e o “Respeito às relações com as comunidades
locais”, (IMAFLORA, 2013, p.22). Estes parâmetros não
foram respeitados pelo Projeto Purus.

4.5.1.2 Conflito de terra: violação do direito à terra e ao território
De acordo com o DC, 18 famílias, totalizando aproximadamente, cem pessoas vivem na área do projeto. Algumas delas estão na localidade há cerca de 20 anos,
“assentadas em áreas originalmente de propriedade privada”. Nos documentos originais do Projeto Purus, os
proponentes haviam argumentado que “não existe conflito em curso ou não resolvido com as comunidades que
vivem na área do Projeto ou ainda com terceiros interessados ou vizinhos da área do projeto” (CARBONCO,
LLC. 2012, p.13). Sendo assim, afirmava o DC, em troca
de “aderir ao Projeto Purus e suas normas, cada família
receberá cem hectares de terra, mediante um Contrato
de Concessão de Uso e Compromisso, com duração de
cinco anos” (Ibid. p.41).
Segundo as famílias agroextrativistas, no entanto, elas
habitam a área há mais de 30 anos. Alguns relatos demonstraram que este número pode, na verdade, ser de
40 ou 50 anos: “Tem ‘caba’ [refere-se a pessoas] que tem
50 anos aqui. O tio da minha mulher tem 50 anos aqui
na terra. Tem outros que tem 35 anos. A menor idade é
20 anos [refere-se ao tempo que a pessoa vive no local].
‘Caba’ com 50, 60 anos aqui dentro dessa terra” (Informação verbal69). Além disso, utilizam, costumeiramente,
mais que os 100 hectares definidos no projeto. Afirmam
69 Afetado/a pelo projeto Purus. O projeto Purus. Manoel Urbano, 28 de nov.
2013. Entrevista concedida à Relatoria.
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ainda que não existe nenhuma documentação registrada no Incra que confirme que os seringais Porto Central
e Itatinga são de propriedade de Normando Salles e/ou
Wanderley Cesário:

Então, pra quem tá aqui dentro como eu, que estou
há uns 35 anos, para viver humilhado, para trabalhar
deste jeito com este povo que tá chegando aqui dentro,
que não traz um relatório mostrando que a terra é deles, não trazem um título definitivo, não quero não. Estão por aqui perturbando há uns 8, 9 anos dizendo que
são donos. Normando diz que é proprietário, mas não
tem nada no Incra, não tem escritura. A gente já cobrou
um documento para mostrar isso, mas ele nunca apresentou (Informação verbal70).

Lembremos que o Documento de Entendimento que
teria sido assinado pela maioria dos membros da comunidade afirma que a terra onde habitam os posseiros seria de propriedade de Moura & Rosa. No entanto,
a própria auditoria realizada pela CCBS afirmou que isso
“não é verdade para muitas das comunidades dentro da
zona do Projeto” e que, portanto, “não é apropriado solicitar às comunidades que assinem documento com falsas afirmativas” (CLIMATE STANDARD, 2012).
Outra questão levantada pelos comunitários foi o pretexto da regularização fundiária e o seu uso como moeda
de troca e a tentativa dos proponentes de não reconhecer
o direito de posse das famílias:
Prometeram tudo, até que a gente ia ser dono da terra
quando começassem a montar o projeto, em cinco anos.
Perguntei assim: “ô, Normando, estou aqui, fiz a minha
casa, tirei a madeira, estou com tantos anos aqui, meu
pai comprou isso aqui, se eu não for dono de um lote
ou dois lotes de terra...”. Ele disse: “não é assim não; isso
aqui vocês estão queimando; vocês vão ter que reflorestar um bocado de espaço (Informação verbal71).

O Código Civil brasileiro garante o direito de propriedade sobre o território para estes posseiros através do
seu Capítulo II sobre a “Aquisição da Propriedade Imóvel - Seção I De Usucapião” no seu Art. 1.238, que afirma:
Aquele que, por quinze anos, sem interrupção, nem
oposição, possuir como seu um imóvel, adquire-lhe a
propriedade, independentemente de título e boa-fé; po70 Afetado/a pelo projeto Purus. O projeto Purus. Manoel Urbano, 28 de nov.
2013. Entrevista concedida à Relatoria.
71 Ibid.
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dendo requerer ao juiz que assim o declare por sentença, a qual servirá de título para o registro no Cartório de
Registro de Imóveis. Parágrafo único. O prazo estabelecido neste artigo reduzir-se-á a dez anos se o possuidor
houver estabelecido no imóvel a sua moradia habitual,
ou nele realizado obras ou serviços de caráter produtivo
(BRASIL, 2002, p.20).

Para obter as assinaturas dos posseiros, segundo um
dos entrevistados, houve ameaças de despejo por parte dos supostos proprietários da terra: “O que eles querem é aliar. Eles falaram ‘se não assinar esse carbono aí,
a terra é deles, dos empresários’”. Ou ainda, “eles disseram que se a gente não assinasse o documento e [não]
apoiasse o projeto deles dentro da comunidade, a gente
poderia ser despejado (Informação verbal72)”. Essa situação vem gerando um sentimento de insegurança dentro da comunidade em relação ao futuro: “Estamos com
medo. A qualquer hora pode ser aprovado este projeto e
nós ser desapropriados dessas terras que são nossa. Essas terras são nossa” (Informação verbal73).
Do ponto de vista dos direitos humanos, é importante
enfatizar que moradia adequada, posse da terra e condições de vida em um ambiente seguro, saudável e ecologicamente sadio estão entre os elementos essenciais para a
realização do direito humano ao meio ambiente. O Brasil
é signatário de diferentes tratados e convenções internacionais de direitos humanos que estabelecem mecanismos
de garantir o direito à terra, à moradia e à propriedade,
como: Declaração Universal dos Direitos Humanos, de
1948; Declaração Americana dos Direitos e Deveres do
Homem, de 1948; Convenção Internacional sobre a Eliminação de Todas as Formas de Discriminação Racial, de
1965; Pacto Internacional de Direitos Sociais, Econômicos e Culturais, de 1966; Pacto Internacional de Direitos
Civis e Políticos, de 1966; Convenção Americana de Direitos Humanos, de 1969; Declaração sobre Assentamentos Humanos de Vancouver, de 1976; Declaração sobre
Raça e Preconceito Racial, de 1978; Convenção sobre Eliminação de Todas as Formas de Discriminação contra a
Mulher, de 1979; Convenção sobre os Direitos da Criança,
de 1989; Convenção 169 da Organização Internacional do
Trabalho, de 1989; Agenda 21 sobre Meio Ambiente e Desenvolvimento, de 1992; e Agenda Habitat, de 1996 (RELATORIA DO DIREITO HUMANO E CIDADE, 2013).
72 Ibid.
73 Afetado/a pelo projeto Purus. O projeto Purus. Manoel Urbano, 28 de nov.
2013. Entrevista concedida à Relatoria.
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As legislações nacionais e internacionais asseguram o direito de propriedade da terra para comunidades tradicionais

O relatório temático sobre segurança de posse da Relatoria Especial da ONU para o Direito à Moradia Adequada demonstra como as leis de direitos humanos
determinam que a segurança de posse implica na proteção legal contra despejo forçado, perseguição e outras
ameaças (NAÇÕES UNIDAS, 2013). A obrigação do Estado em torno dos despejos, das perseguições e ameaças
decorrentes da falta de segurança de posse está fundamentada no Pacto Internacional sobre Direitos Econômicos, Sociais e Culturais das Nações Unidas (1966) e
na Convenção Americana de Direitos Humanos (1969).
Nos seus Art. 11 e 26, respectivamente, estabelecem a
necessidade de adoção de medidas para garantir “o direito de todas as pessoas a um nível de vida suficiente
para si e para as suas famílias, incluindo alimentação,
vestuário e alojamento suficientes” e “a plena efetividade dos direitos que decorrem das normas econômicas,
sociais e sobre educação, ciência e cultura” (NAÇÕES
UNIDAS, 1966, p. 04; COMISSÃO INTERAMERICANA DE DIREITOS HUMANOS, 1969, p. 09).
A situação das famílias inseridas ou afetadas pelo projeto de Redd em questão não está em desacordo somente
com os acordos internacionais e com vários outros mecanismos nacionais de direitos humanos já citados neste

Relatório, mas também com definições da própria CCBS
e do Sisa.
Vale ressaltar que documentos mais recentes do Projeto Purus, em especial após a realização da auditoria da
CCBS, que identificou um potencial para conflito de terra, reconhecem a existência deste conflito e afirmam:
Moura & Rosa reconhecerão voluntariamente qualquer área atualmente desmatada e sob uso produtivo
por cada família vivendo no Seringal Porto Central e
Seringal Itatinga. A área mínima a ser intitulada para
cada família será de cem hectares, o mínimo que o Incra diz que uma família no estado do Acre precisa para
garantir um meio de vida sustentável. Aquelas famílias
que desmataram e colocaram sob uso produtivo mais
de cem hectares receberão a área total que foi desmatada. Todas as comunidades - se eles se juntarem voluntariamente ao Projeto Purus ou não – receberão o título
da terra que colocaram sob uso produtivo. Se necessário, este processo será facilitado por um grupo independente, como a Fetacre ou o Departamento de Estado do
Acre (CARBONCO, LLC, 2013, p.16)74.
74 Tradução livre do original em inglês: “Moura & Rosa will voluntarily
recognize whatever area is currently deforested and under productive use by
each family living on the Seringal Porto Central and Seringal Itatinga parcels.
The minimum area to be titled to each family will be one hundred hectares
which is the minimum size that Incra (Instituto Nacional de Colonização e
Reforma Agrária) says a family in the State of Acre needs for a sustainable
livelihood. Those communities who have deforested and put under productive
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Atualmente, todos os documentos disponíveis no
sítio eletrônico da CCBS sobre o Projeto Purus apresentam a informação acima, e não mais a informação
original que desconhecia a existência de um conflito
de terra. Esse fato não elimina todas as violações citadas acima.
4.5.1.3 Preocupações relacionadas às restrições do uso da terra
e do território
Um das grandes preocupações dos comunitários em torno do projeto é o medo de não poderem mais praticar as
suas atividades de subsistência, em especial as atividades
relacionadas à agricultura (brocagem, roçagem e queima
de mato), caça, retirada de madeira, abertura de picadas
e estradas e qualquer outra ação de interferência na vegetação, sob pena de sofrerem punição.
Este projeto chegou aqui como uma maravilha e quando eles passaram um ano, começaram já a ameaçar o
povo que tá aqui dentro. Normando, Wanderley e depois os americanos. O mais chato agora são os americanos – o Brian. Eles chegaram com o projeto de um
jeito e hoje querem o projeto de outro jeito. Eles querem que nós fique aqui dentro acuados, num canto,
sem poder fazer nada, pra daqui uns dias a gente não
ter nenhum roçado para plantar nossa roça (Informação verbal75).
Disseram que a gente não ia mais poder botar fogo
porque aqui ia ter projeto de carbono para tirar para os EUA porque os EUA tava precisando e com o
desmatamento que a gente estava fazendo aqui dentro ia atrapalhar o projeto. Atrapalha. Eles dizem que
a partir do ano que vem não tem mais nem roçado. Se
apoiar, ninguém desmata, faz mais nada aqui dentro
(Informação verbal76).

Para garantir que a área do projeto não seja utilizada
pelas famílias para as suas atividades de subsistência, os
proprietários do mesmo estão estabelecendo processos
de fiscalização. Uma das atividades é a contratação de
agentes ambientais que serão responsáveis por esta fisuse over one hundred hectares will receive the full area that has been
deforested. All communities - whether they voluntarily join the Purus Project
or not - will be titled the land they have put under productive use. If necessary,
this process will be facilitated by an independent group such as Fetacre or the
State Department of Acre”.
75 Afetado/a pelo projeto Purus. O projeto Purus. Manoel Urbano, 28 de nov.
2013. Entrevista concedida à Relatoria.
76 Afetado/a pelo projeto Purus. O projeto Purus. Manoel Urbano, 28 de nov.
2013. Entrevista concedida à Relatoria.
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calização, mas como isso ainda não ocorreu, de acordo
com um dos entrevistados:
Ali eles já instalaram a câmera aí perto da casa dos
meus tios, na mata para pegar animais e tudo. É verdade, foi gente olhar, nós mandamos gente olhar e viram
as câmeras. Aqui não pode mais tirar um bicho da mata depois que entrou o projeto aqui. Não pode mais comer bicho da mata (Informação verbal77).

Uma das questões metodológicas mais importantes
para garantir o financiamento de um projeto de Redd é
a sua adicionalidade. Isso significa que as atividades previstas no projeto precisam garantir uma redução do desmatamento que sem o projeto não seria possível. Sendo
assim, os documentos do Projeto Purus e da certificadora ressaltam que “o cenário de uso da terra ‘sem o projeto’ é a continuação do desmatamento de fronteira” (SCS
GLOBAL SERVICES, 2013, p.10). O efeito disso, argumentam os proponentes do projeto, seria: “a degradação
dos serviços ecossistêmicos” e “as comunidades seriam
forçadas a saírem das terras onde moraram e trabalharam para serem reassentadas em uma nova área da floresta ou se mudar para a cidade” (Ibid.).
Quando descrevendo as 18 famílias que vivem na área
do projeto, o DC afirma “(...) Essas comunidades de pequena agricultura de subsistência são agentes do desmatamento e limpam uma porção da floresta (muitas
vezes anualmente) para ter terra para agricultura e pecuária de pequena escala para subsistência” (CARBONCO,
LLC, p.4, grifo nosso)78. O DC também dá a entender
que outras atividades dos agricultores são prejudiciais
ao meio ambiente: “Além de limpar a terra, os agentes
do desmatamento também contam com a floresta circundante seus domicílios para retirar lenha para fazer
carvão vegetal, caça e coleta e de vez em quando para
madeira79 (Ibid., p.40). Além disso, sugerem que os mesmos estão cometendo um crime ambiental:
Como o agente do desmatamento são os pequenos
agricultores e não o próprio proprietário, este desma77 Ibid.
78 Tradução livre do original em inglês: “These small scale and subsistence
farming communities are the agents of deforestation and clear a portion of
forest (often annually) for land to engage in small scale farming and ranching
for their livelihoods”.
79 Tradução livre do original em inglês: “addition to clearing land, the agents
of deforestation also rely on the forest surrounding their homesteads for
fuelwood to make charcoal, for hunting and gathering, and on occasion for
timber”.
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tamento não é planejado. Este desmatamento é tecnicamente ilegal pois esses agentes de desmatamento
não têm permissão para converter florestas em pasto
ou terras agrícolas; no entanto, este desmatamento raramente é processado por autoridades.

De acordo com o projeto, no final do quinto ano do
mesmo, a comunidade receberá pagamentos pelo serviço ambiental condicionados à preservação da floresta
dentro dos 100 hectares de cada membro. Neste sentido,
somente as pessoas que entrarem voluntariamente no
projeto e conseguirem reduzir o desmatamento na sua
área irão receber parte dos recursos. Outras condições
são: as crianças devem ir para a escola; devem preservar a floresta fora da sua área, não retirando madeira da
propriedade de Moura & Rosa; não podem usar fogo para queimar o pasto ou a floresta; e devem participar dos
cursos oferecidos (Ibid.).
Contraditoriamente, observamos que é a existência do
projeto que está deixando os comunitários com medo de
serem forçados a saírem das suas terras. Além disso, os
moradores não são alienados quanto às questões socioambientais e as relações de desigualdades, desde a sua
realidade local. Ou seja, o que querem não é a “continuação do desmatamento de fronteira”, mas sim continuar com suas atividades de subsistência. Sabem também o
que, de fato, gera o problema ambiental e a importância
da agricultura familiar: “Que vamos ter? Não vamos poder plantar um roçado. Plantar um bananal para comer.
Não vamos nem poder derrubar uma árvore para fazer
uma casa? Tirar uma madeira para fazer a casa?” (Informação verbal80). Ou ainda,
Não pode queimar mais nada. Desde o ano passado eles
estão querendo fazer isso. E não é só quem assinou. É
todo mundo. Eu sei que a proibição do desmate é em
todo canto. Eu apoio o Imac porque eu sei que acabar a
floresta vai fazer mal pra gente depois, mas um projeto
deste eu não apoio (Informação verbal81).

Quem mais é prejudicado é a população que leva a comida para eles mesmo comer. Como a banana que levo
para Rio Branco, para eles mesmo comer. Prejudicando
nós que estamos trabalhando há mais de 30 anos aqui
nesta terra. Enquanto isso, eu pergunto: “vão acabar os
carros?” (Informação verbal83)

Os recursos prometidos também não são suficientes
para garantir a subsistência das famílias: “Eles ofereceram R$ 600 pra cada família para depois eles tirarem o
carbono daqui. Eu disse que R$ 600 não dá nem pra comprar o sal pro gado comer. Por ano. Por ano eu vou gastar mais de R$ 3.000 de sal” (Informação verbal84). Esta
situação gera uma insegurança que afeta a qualidade de
vida da comunidade: “ninguém vive tranquilo mais aqui
do jeito que a gente vivia” (Informação verbal85).
Neste sentido, além dos riscos e impactos reais sobre
os direitos já mencionados, vale considerar àqueles referentes à autodeterminação, à alimentação, ao trabalho,
contemplados no Pacto Internacional de Direitos Civis
e Políticos, Decreto nº 592, de 6 de julho de 1992 (BRASIL, 1992). Afirma o artigo 1o da Parte 1 “Todos os povos têm direito à autodeterminação. Em virtude desse
direito, determinam livremente seu estatuto político e
asseguram livremente seu desenvolvimento econômico,
social e cultural”. Além disso,
2– Para a consecução de seus objetivos, todos os povos
podem dispor livremente de suas riquezas e de seus
recursos naturais, sem prejuízo das obrigações decorrentes da cooperação econômica internacional, baseada
no princípio do proveito mútuo e do Direito Internacional. Em caso algum, poderá um povo ser privado
de seus meios de subsistência (Ibid.).

No âmbito doméstico, a Lei nº 11.346, de 15 de setembro de 2006, de Segurança Alimentar, em seu Capítulo 1,
Disposições Gerais determina que:
Art. 2º A alimentação adequada é direito fundamental
do ser humano, inerente à dignidade da pessoa humana
e indispensável à realização dos direitos consagrados na
Constituição Federal, devendo o poder público adotar
as políticas e ações que se façam necessárias para promover e garantir a segurança alimentar e nutricional da
população (BRASIL, 2006, p.3)

Levei o americano para meu bananal e ele fez uma careta. Perguntei para o jornalista porque ele tinha feito isso
e ele disse que era porque ele tava com pena do que eu
tinha feito. O jornalista disse que o americano tava dizendo que eu prejudico. O que prejudica é um projeto
destes aqui dentro se for apoiado (Informação verbal82).
80 Afetado/a pelo projeto Purus. O projeto Purus. Manoel Urbano, 28 de nov.
2013. Entrevista concedida à Relatoria.

83 Ibid.

81 Ibid.

84 Ibid.

82 Ibid.

85 Ibid.
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Art. 3º A segurança alimentar e nutricional consiste na realização do direito de todos ao acesso regular e
permanente a alimentos de qualidade, em quantidade
suficiente, sem comprometer o acesso a outras necessidades essenciais, tendo como base práticas alimentares
promotoras de saúde que respeitem a diversidade cultural e que sejam ambiental, cultural, econômica e socialmente sustentáveis. (Ibid. p.4).

O Eixo Orientador 2, do PNDH-3, na Diretriz 4 “Efetivação de modelo de desenvolvimento sustentável, com
inclusão social e econômica, ambientalmente equilibrado e tecnologicamente responsável, cultural e regionalmente diverso, participativo e não discriminatório” no
seu objetivo estratégico I: “Implementação de políticas
públicas de desenvolvimento com inclusão social”, propõe a seguinte ação programática:
Fortalecer políticas públicas de fomento à aquicultura
e à pesca sustentáveis, com foco nos povos e comunidades tradicionais de baixa renda, contribuindo para
a segurança alimentar e a inclusão social, mediante a
criação e geração de trabalho e renda alternativos e inserção no mercado de trabalho (p.47).

Quando questionados sobre os problemas denunciados e testemunhados no território, os representantes do
governo do Acre afirmaram conhecer a situação e explicaram que os processo de controle social, em especial os
critérios para validação de projetos privados dentro do
Sisa, ainda não haviam sido criados quando o Projeto
Purus teve início:
Como este Projeto Purus já tinha iniciado quando ainda estávamos no início da implementação da Lei, o que
fizemos foi acompanhar o processo enquanto estavam
definindo os projetos. Colocamos para eles as leis e os
princípios que precisavam ser seguidos, mas como não
tínhamos ouvidoria ainda, o que a gente fez foi a gente fazer o papel de ouvidor. Fomos lá na área do projeto
para ouvir a comunidade, emitimos um relatório com
as demandas, as ansiedades, tudo que a comunidade
expressou naquele momento, naquela fase de desenho
do projeto e encaminhamos isso para os proponentes
do projeto. Então, a gente tem acompanhado de perto o
que foi o primeiro projeto pelo menos com a intenção
de tentar se adequar às regulamentações do Sisa (Informação verbal86).

Em decorrência deste processo, o governo afirmou que
“o projeto ainda não atendeu os requisitos para ser reconhecido como parte do Sisa, mas a gente solicitou adequações, eles se propuseram a trabalhar e fazer as adequações
que a gente recomendou e estamos aguardando isso para
a gente fazer o registro no sistema” (Informação verbal87).
Sobre o conflito territorial, ao contrário do que nos falaram os posseiros, o governo afirma que a situação está resolvida:
Há uma documentação clara da titularidade da terra, é
uma situação esclarecida. Havia um antigo proprietário de terra que havia comprado a terra (os proprietários). Tivemos acesso a ambos titulares da terra. A gente
solicitou inclusive uma documentação de anuência do
antigo proprietário sobre a implementação do projeto
naquela área (Informação verbal88).

A representante do IMC reconheceu a existência
dos posseiros, mas passou a responsabilidade de resolução da situação dos mesmos para os proponentes
do projeto: “sobre os posseiros, a gente recomendou
para os proponentes do projeto, os proprietários, de
fazer um acordo ou, então, retirar esta área como
parte integrante do projeto. Foram duas coisas que
demos como alternativas, como recomendações para
eles” (Informação verbal89).
Ao mesmo tempo, para o governo, o sentimento de
insegurança dos posseiros em relação ao futuro dos
seus territórios e meio de vida se dá por causa da demora da implementação do projeto e não pelo significado
e efeitos dele:
Me deparei com isso que você está falando também, o
medo da comunidade que assinaram os documentos e
não entenderem muito bem o teor deste documento. E
isso tudo foi relatado, e passamos isso com uma série
de considerações para o proprietário e destacamos isso. Realmente existe esta lacuna de informações entre
o proprietário da área e os posseiros. Na análise que fizemos da visita, essa lacuna está gerando uma série de
especulações por conta da demora do projeto, de quando ele começou a informar a comunidade sobre isso até
agora no momento que ele conseguiu implementar na
comunidade que foi muito pouco ainda. Então, existe
uma expectativa muito grande na comunidade, uma ex87 Ibid.
88 Ibid.

86 Representante do IMC. Economia verde no Acre. Rio Branco, 5 de dez.
2013. Entrevista concedida à Relatoria.

88

89 Representante do IMC. Economia verde no Acre. Rio Branco, 5 de dez.
2013. Entrevista concedida à Relatoria.
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pectativa não realizada, um sentimento de insatisfação
dos moradores com relação a isso e a gente observou, e
o proprietário tem consciência, pois a gente fez essas recomendações (Informação verbal90).

No nosso entendimento desta Relatoria, essa forma do
poder público de lidar com os conflitos o exime da responsabilidade de garantir os direitos citados. Ao afirmar
que as tensões devem ser resolvidas pelos proponentes
do projeto, o governo coloca a população afetada pelo
Projeto Purus para negociar direitos em uma situação de
desigualdade econômica e política que perpassa a relação posseiros-proponentes do projeto. Esta desigualdade se reflete no acesso à informação sobre o projeto e seu
significado e o acesso à justiça. Além disso, a situação de
vulnerabilidade em que se encontra esta população em
termos dos seus direitos territoriais, como também de
condições de vida, permite que os proponentes imponham o seu projeto como única solução. Apesar disso,
um representante do governo reconhece que
O Estado tem obrigações com as comunidades, de educação e saúde, que são coisas básicas e estes projetos
tem que levar benefícios adicionais, não se utilizarem
desta vulnerabilidade que as comunidades já vivem e
colocar isso como benefício do projeto. A gente tem que
fazer que isso vá além. O Estado tem que cumprir seu
papel para que o projeto vá além disso. Ele não tem que
fazer o papel do Estado. O Estado faz o seu papel e o
projeto faz o dele (Informação verbal91).

Contudo, o conflito territorial não está sendo resolvido, as atividades incluídas no projeto são de obrigação do
Estado e a situação de vulnerabilidade da população continua a ser utilizada pelos proponentes. Por isso, avaliamos
que o Projeto Purus deveria ser paralisado pelo Estado por
violar direitos e comprometer as próprias salvaguardas do
Sisa. Contudo, o projeto continua em andamento e seus
proponentes estão ativos na sua implementação. Em junho
de 2013, a Federação Internacional de Futebol (Fifa) declarou seu apoio ao Projeto Purus, de modo a neutralizar a
emissão de carbono durante a Copa do Mundo. De acordo
com a Fifa, os projetos (Purus e mais dois) “passaram por
um rigoroso processo de licitação e cumprem os padrões
definidos pela International Carbon Reduction and Offsetting Alliance (Icroa), tendo sido realizada a seleção final

por um painel independente de ONGs ambientais” (FIFA,
2014). Para os posseiros, o projeto só está em andamento por causa do apoio recebido pelo governo estadual: “se
o governo não estivesse apoiando, já tinham metido eles
na cadeia. O governo está sabendo. Quem está sofrendo é
a população que está aqui dentro” (Informação verbal92).
Quando questionados sobre a necessidade do governo
criar um instrumento que seja capaz de proibir um projeto que viole direitos e não apenas afirmar que “ele não
foi registrado no Sisa”, obtivemos a seguinte resposta:
Não temos como proibir ele de fazer este projeto. Fica
nítido para mim a necessidade de a gente ter Sisa. É justamente nesta lacuna que o Sisa vai atuar para garantir
o direito e fazer com que esta desigualdade diminua um
pouco. E, aí, a gente precisa de normativas para institucionalizar. A gente está com o Sisa hoje com uma versão preliminar do protocolo de consentimento livre e
informado para projetos de carbono. É uma tentativa
nossa de regulamentar esta primeira conversa do proprietário da terra com os posseiros para que a discussão
de governança e repartição de benefícios aconteça antes da formulação do projeto, para que este desencontro
de informações, ele não venha prejudicar as comunidades causando este alvoroço que estamos vendo agora
com o Projeto Purus. Infelizmente, o Projeto Purus veio
primeiro, antes de termos conseguido normatizar isso,
mas isso não significa que não estamos acompanhando
o projeto e dando as orientações para que ele aconteça
da forma mais adequada (Informação verbal93).

Não obstante, por enquanto, o caso do Purus (como o caso de Valparaíso e Russa citado abaixo) reflete
exatamente o contrário: a incapacidade do governo de
acompanhar o que ocorre no território e se colocar como Estado responsável pela garantia de direitos da comunidade. Como mencionado anteriormente, existem
diversas normas, leis, políticas e tratados nacionais e internacionais que garantem estes direitos. Não deveria
ser necessária a normatização de salvaguardas socioambientais do Sisa ou a estruturação das suas instâncias de
governança para garantir o respeito e a promoção dos
direitos das comunidades.
Existe também o entendimento de que o Sisa agrega
valor para um projeto privado, sendo assim, é de interesse dos proponentes buscarem sua validação no sistema:

90 Ibid.

92 Afetado/a pelo projeto Purus. O projeto Purus. Manoel Urbano, 28 de nov.
2013. Entrevista concedida à Relatoria.

91 Representante do IMC. Economia verde no Acre. Rio Branco, 5 de dez.
2013. Entrevista concedida à Relatoria.

93 Representante do IMC. Economia verde no Acre. Rio Branco, 5 de dez.
2013. Entrevista concedida à Relatoria.
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qualquer um que venha a querer fazer um negócio, alguém que tenha um programa, um projeto de carbono no Acre, e que este projeto não tenha uma validação
dentro do nosso sistema, que é muito rigoroso, tem todos os critérios de salvaguardas, etc, entendemos que,
em princípio, dificilmente alguém vai considerar a credibilidade de um o projeto que não tenha se adequado
dentro do nosso sistema (Informação verbal94).

Se, por um lado, o Sisa pode dar mais credibilidade para um projeto de Redd+, a ausência desta validação não
significa que o projeto não pode seguir adiante e violar
direitos das comunidades. O Projeto Purus, mesmo sem
a validação do Sisa, já conseguiu vender créditos e colocar a comunidade em situação de risco.
Enquanto isso, os posseiros receosos em relação às
perdas e a insegurança quanto às oportunidades e melhorias prometidas pelos proponentes do projeto, tentam
agora sair do projeto e garantir a regularização da terra.
Eles afirmam a sua rejeição ao projeto: “eu não quero
mais conversa, nada de vocês, não aceito mais nada de
vocês, não quero mais nada de vocês, porque mentira já
estou com o saco cheio. Não vou dizer que são mentirosos, mas o projeto é mentiroso” (Informação verbal95).
O governo do Acre havia deixado aberta a possibilidade do projeto ser cancelado: “o que temos hoje para poder fazer, em termos institucionalmente, é levar às
instâncias de governança, discutir isso, e ver encaminhamento, desfazendo, talvez em uma conciliação com a comunidade, o projeto” (Informação verbal96).
Em janeiro de 2015, ao entrar em contato com o governo do Acre para saber se o Projeto Purus havia sido
registrado no Sisa, recebemos a seguinte resposta:
Informamos que, até o momento, o Projeto Purus não
é um projeto registrado e reconhecido pelo Sisa. O processo está suspenso e só será retomado uma vez que os
proponentes apresentem novamente a solicitação com
todos os documentos solicitados (BRASIL, 2014).

Também foi questionada a situação da comunidade, em
especial em relação à regularização do direito à terra e ao território, mas não houve nenhuma resposta sobre este tema.
94 Procuradoria Geral do Estado do Acre. Economia verde no Acre. Rio
Branco, 5 de dez. 2013. Entrevista concedida à Relatoria.
95 Afetado/a pelo projeto Purus. O projeto Purus. Manoel Urbano, 28 de nov.
2013. Entrevista concedida à Relatoria.
96 Representante do IMC. Economia verde no Acre. Rio Branco, 5 de dez.
2013. Entrevista concedida à Relatoria.
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4.5.2 Valparaíso/Russas – Um projeto de conservação
da floresta tropical no Acre?
Valparaíso e Russas são dois projetos Redd em processo de elaboração e registro no Sisa, trabalhados de forma conjunta e localizados nos seringais com os mesmos
nomes, há 40 quilômetros do município de Cruzeiro do
Sul, ao lado dos rios Valparaíso e Juruá. De acordo com
o DC, a área total do mesmo é de aproximadamente 64
mil hectares (quase o dobro do Projeto Purus), sendo
41.976 hectares em Russas e 21.902 hectares em Valparaíso. A data de início do projeto foi 17 de março de 2011
no caso de Russas, e 19 de março de 2011 em Valparaíso,
com um período de contabilidade de emissões de GEE
de 10 anos e “tempo de vida” de 60 anos. Aproximadamente 20 famílias vivem em Russas e 35 em Valparaíso,
todas formadas por posseiros. Os proponentes do projeto são CarbonCo LLC, Carbon Securities, e I.S.R.C Investimentos e Acessória Ltda, de propriedade do fazendeiro
Ilderlei Cordeiro, no caso do Projeto Russas, e Manoel
Batista Lopes, no caso do Projeto Valparaíso. Os projetos
foram validados e certificados pela CCBS e VCS, e receberam selo de ouro pelos “benefícios comunitários excepcionais” (CARBONCo, LLC, 2014, p.4).
Os fazendeiros Ilderlei Cordeiro e Manoel Batista Lopes são identificados como os proprietários da terra e os
gestores do projeto, responsáveis por fazer o contato com
a comunidade e desenvolver e implementar o plano de redução do desmatamento e as atividades do dia a dia. Outros atores envolvidos, como consultores e prestadores de
assistência técnica, incluem: TerraCarbon LLC; Teçam;
Antonio Willian Flores de Melo, professor da da Universidade Federal do Acre; SOS Amazônia; Centro de Formação e Tecnologia de Floresta (Cefor); e a Secretaria de
Estado de Pequenos Negócios de Cruzeiro do Sul (Ibid.).
De acordo com o DC do Projeto “Valparaíso: sustentabilidade em foco” e do “Russas: um projeto de conservação da floresta tropical no Acre”, elaborados por Brian
Macfarland, da CarbonCo, LLC, também responsável
pela elaboração do Projeto Purus, os mesmos são projetos de “pagamento por serviços ecossistêmicos de conservação da floresta, também conhecido como Redd”. Os
dois DCs também afirmam que as atividades do projeto para “reduzir o desmatamento” serão desenvolvidas
em uma “propriedade privada” e financiadas pelo pagamento de créditos da redução de emissões decorrentes
do projeto (Ibid.p.5).
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Os objetivos dos projetos são os mesmos que os do
Purus – de clima, biodiversidade e comunitários – e as
atividades também: inventário de carbono florestal; modelagem de padrões regionais de desmatamento e uso
da terra; e mitigação das pressões para o desmatamento,
utilizando o Pagamento por Serviços Ecossistêmicos do
projeto; além de monitorar os impactos climáticos, comunitários e sobre a comunidade. Os projetos sociais e de
mitigação do desmatamento incluem a parceria entre os
dois projetos; articulação com a organização SOS Amazônia e a Secretaria de Assuntos Ambientais de Cruzeiro
do Sul para a implementação de cursos de extensão rural;
patrulha ambiental; a criação de uma Associação para assessorar na produção de açaí e farinha de mandioca; assessorar as comunidades na obtenção do título da terra;
melhorar o centro médico e a clínica dentária; e cobenefícios da renda obtida com a venda dos créditos de carbono.
Os proponentes afirmam que, além dos projetos serem desenvolvidos com base nas normas da CCBS e
VCS, o projeto “está alinhado com as Normas de Redd
e Pagamentos Ambientais e Sociais do estado do Acre
por Serviços Ambientais (Lei n°2.308/2010)” (CARBONCO, LLC, p.5)
No caso de Valparaíso, o DC afirma haver 35 famílias vivendo na região do projeto, e em Russas, são 20.
As mesmas praticam a pequena agricultura, principalmente a produção de mandioca, a pesca e a pecuária, de
subsistência, além de utilizarem a floresta para a caça,
coleta de frutas, de nozes para óleos, lenha para cozinhar, madeira para construírem casas e canoas, e a produção de medicamentos.
Como no caso do Projeto Purus, a população afetada
por estes dois projetos de Redd, composta por seringueiros, agroextrativistas e agricultores e agricultoras familiares, também apresentaram preocupações relacionadas
com a falta de participação e o acesso à informação, o
conflito de terra e a restrição de ocupação e uso do território. Foram coletados depoimentos de membros de três
comunidades envolvidas nos projetos Valparaíso e Russas, em Cruzeiro do Sul, cujo mediador tem sido o mesmo: Ilderley.
4.5.2.1 Violação do direito à participação efetiva e ativa
e ao acesso à informação
De acordo com o DC do Projeto Valparaíso, em 19 de
março de 2011, data do início do projeto, as comunida92

des teriam assinado uma “ata” que declarava o compromisso de: não desmatar, nem retirar madeira; proibir o
acesso de pessoas de fora da comunidade ao território;
e criar esquadrões anti-incêndio. O documento ainda
afirma que, em troca deste compromisso, a comunidade teria solicitado: a exploração do açaí existente na
área; recursos para aumentar e melhorar a produção de
farinha em áreas que não são de floresta; e formação em
técnicas artesanais de pesca. Manoel Batista Lopes e a
I.S.R.C. teriam concordado em manter as comunidades
informadas sobre o desenvolvimento e a implementação
do projeto e em assessorar as comunidades para garantir
as atividades e os benefícios solicitados (p.5).
No entanto, pelos depoimentos, as comunidades não
estavam cientes do que haviam assinado, nem tinham
informação qualificada sobre o projeto: “Quando este
documento, este relatório que ele passou, ninguém sabe o que tá assinando, acho que não diz respeito à terra,
mas a ele [ suposto proprietário], como ele representante
dessa articulação entre a comunidade e a empresa” (Informação verbal97). Além disso,
Eu não sei não o que tinha no documento. Não li não.
Eles perguntava assim: “vocês querem que seja eu que
fique responsável por estes projetos, ou o Manoel Lopez
e não sei mais quem?” Era tanta gente, rapaz, [a resposta do depoente foi]: “não sei de nada não, estas pessoas
que você tá dizendo aí eu nem conheço, bota você mesmo para ficar responsável por este projeto de trazer as
coisas” (Informação verbal98).

Na Comunidade de Três Bocas, a maioria dos membros assinou o documento mesmo sem saber do seu
conteúdo “Não sabemos o que era. Sei que assinei mas,
para que assinei, não sei. Todos que estão aqui assinaram” (Informação verbal99). Quando perguntamos se
haviam lido, responderam: “Nem todo mundo sabe ler.
A maioria das pessoas daqui não sabe ler. Toda vez que
ele vinha aqui a gente assinava uma coisa. Toda vez que
ele vinha, ele trazia algumas folhas e vinha com alguma
história” (Informação verbal100).
Argumentaram ainda que “os que assinaram, assinaram querendo, pelo que eles estavam mostrando, como sendo uma coisa boa. Assinaram por isso, que ia ser
97 Representante de Terra Firme de Baixo. Projeto Russas e Valparaíso.
Cruzeiro do Sul, 30 de nov. 2013. Entrevista concedida à Relatoria.
98 Ibid.
99 Ibid.
100 Ibid.
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bom” ou ainda “Ele (Ilderley) falou o seguinte: ‘Olha,
gente, este projeto vai beneficiar os americanos, o dono
do Seringal que está negociando com eles e vai beneficiar
a comunidade’” (Informação verbal101). Diversas promessas foram feitas em troca das assinaturas dos membros das comunidades: “Ele perguntou até quanto metro
de lenha a gente queimava por ano. Perguntou se tinha
televisão. Tem? Bota outra que precisa. Tem geladeira?
Tem. Bota outra porque precisa. Tudo que a gente dizia
que tinha ele falava, bota outra porque precisa” (Informação verbal102). A compra da produção também estava
entre as promessas: “Uma coisa que ouvi também é que
eles iam comprar açaí, buriti, todo produto nosso aqui e
ninguém ia ter que vender para marreteiro. Eles vinham
e compravam todos produtos que nós fizesse aqui, açaí,
buruti, batoá...” (Informação verbal103). Ou ainda:

Sobre os americanos, ele não explicou como eles iam
ganhar. Da forma dele, ele como representante do seringal, ele ia ganhar porque ia cair dinheiro na mão dele.
Na comunidade, as pessoas iam ganhar para ficar como fiscal. Vinha a escola para a comunidade, várias, várias coisas. Iam empregar pessoas, ia ter mais escolas
nas comunidades. Várias, várias coisas ele citou do motivo que a comunidade ia ganhar. Não falou porque os
americanos ia ganhar com isso (Informação verbal104).

Na comunidade de Terra Firme de Cima, promessas
também foram feitas. Segundo um dos entrevistados,
“eles prometem de colher até geladeira. Trator, açude para criar peixe, tudo...”. Em Três Bocas, também foi feita a
seguinte avaliação:
Rapaz, o projeto que ele fez não presta. Porque ele prometeu um monte de coisa. Prometeu açaí, buriti, mel de
abelha para a gente criar abelha, que iam comprar a safra do açaí e buriti. E não compraram. Vai ser quando
ele ajeitar este projeto, venderem essa bolsa de carbono
aí, para investir aqui. Vai ser quando conseguirem vender estas bolsas de carbono aí (Informação verbal105).

o apoio governamental para o mesmo: “No dia que ele
fez a reunião aqui, ele disse que a câmara de vereadores estava sabendo, o governo do estado, prefeitura, até
a presidente Dilma. Todos tinham dado apoio, que era
bom para a gente” (Informação verbal106). Em Três Bocas também afirmou-se: “Falou que o governo apoia, o
prefeito, o juiz... todo mundo tinha conhecimento. Juiz,
porque tinha coisa que o juiz precisava assinar. Ele disse que não estava fazendo nada escondido” (Informação verbal107).
Sobre o cumprimento das promessas, esta Relatoria foi
informada que “Nada disso que ele prometeu – na última reunião – que os projetos vinham oferecer roçadeira para a gente trabalhar, várias coisas... Mas nada disso
apareceu, até o que ele prometeu que ia chegar no mês
de novembro, mas não chegou” (Informação verbal108).
Também afirmaram em Três Bocas: “Não estamos mais
acreditando nas promessas. Não tem ninguém acreditando” (Informação verbal109). Quando perguntados sobre o motivo da desconfiança, relataram que é porque
“Ele sumiu e não veio mais. Não diz como tá indo o projeto, como não tá. Talvez já trancaram, ninguém sabe se
ele tá fazendo algo por fora que algum órgão não podia
saber e descobriram” (Informação verbal110).
As comunidades ressaltaram também a falta de reunião com a presença de toda a comunidade e a estratégia
de conversas com cada família de forma separada, inclusive induzindo algumas a acreditarem que tinham que
assinar o documento do projeto pois o resto na comunidade já havia assinado:
Uma vez eles levaram um relatório assinado pelo pessoal.
Eu não quis assinar não. Mas, aí, eu disse “rapaz, eu vou
assinar este documento porque eu sozinho não resolvo,
mas eu não estou nem um pouco a fim de assinar este documento não”. E eles falaram “mas todo mundo já assinou”. Só eu sem assinar, o que eu ia fazer no meio de uma
comunidade? Então, como eles entraram, eu tive que entrar. Hoje eu não assinaria não (Informação verbal111).

Além das promessas, de acordo com as comunidades, os proponentes dos projetos também ressaltaram

106 Representante de Terra Firme de Cima. Projeto Russas e Valparaíso.
Cruzeiro do Sul, 30 de nov. 2013. Entrevista concedida à Relatoria.

101 Representante de Terra Firme de Baixo. Projeto Russas e Valparaíso.
Cruzeiro do Sul, 30 de nov. 2013. Entrevista concedida à Relatoria.

108 Representante de Terra Firme de Cima. Projeto Russas e Valparaíso.
Cruzeiro do Sul, 30 de nov. 2013. Entrevista concedida à Relatoria.

102 Ibid.

107 Representante de Três Bocas. Projeto Russas e Valparaíso. Cruzeiro do
Sul, 30 de nov. 2013. Entrevista concedida à Relatoria.

103 Ibid.

109 Representante de Três Bocas. Projeto Russas e Valparaíso. Cruzeiro do
Sul, 30 de nov. 2013. Entrevista concedida à Relatoria.

104 Ibid.

110 Ibid.

105 Representante de Terra Firme de Cima. Projeto Russas e Valparaíso.
Cruzeiro do Sul, 30 de nov. 2013. Entrevista concedida à Relatoria.

111 Representante de Terra Firme de Cima. Projeto Russas e Valparaíso.
Cruzeiro do Sul, 30 de nov. 2013. Entrevista concedida à Relatoria.
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As inúmeras promessas dos proponentes dos projetos de melhorar as condições de vida das comunidades envolvidas não se concretizam,
e elas não têm acesso a informações ou esclarecimentos concretos

Este projeto está chegando assim, “vou criar e criar
mesmo Valparaíso”. Ele fez muita reunião aqui na Foz.
Fez umas quatro ou cinco reunião. Só estão assustados porque eles não juntam todo o povo aqui, da Terra Firme de Cima e de Três Bocas. Eles chegavam aqui
e pegavam seis pessoas aqui e iam conversar com essas seis pessoas. Aqui na nossa comunidade não fizeram nenhuma reunião. Por isso, consideramos que não
foi criado projeto nenhum aqui não, mas ele (Ilderlei)
já me mostrou um livro “deste tamanho” de projeto de
Valparaíso todinho. Mas não fizeram nenhum reunião
aqui (Informação verbal112).

O mesmo ocorreu em Três Bocas: “Toda vez que ele vinha aqui a gente assinava uma folha. Foi de casa em casa.
Se tivesse uma casa, ele falava só com as pessoas daquela casa. Se tivesse mais de uma casa em um lugar, juntava
todo mundo, quatro casas” (Informação verbal113).
Segundo os moradores, muitos deles não participaram
das reuniões por falta de confiança:
Nessas reuniões, às vezes, eu nem vou. Só alguns que
apoiavam que iam. Outros não foram porque não apoiavam e, por causa disso, o dono do seringal chegou a dizer pra mim “tu não vai pra reunião, não?”. “Vou não,
porque eu não quero não”. “Ah, então, porque se vocês
forem, nós vamos vender e se vocês não forem já está
vendido. Para vocês, não têm mais solução”. Eu nunca

94

fui para nenhuma reunião (Informação verbal114).
As pessoas ficam com medo de reunião. Ficam querendo saber quem vem, o que vão falar. Essa é a maior
dificuldade das pessoas, é não estar na reunião, é com
medo, porque uns falam uma coisa depois falam outra
e, aí, não sabe o que escapa (Informação verbal115).

Sobre as informações fornecidas durantes as conversas, ficou evidente que os moradores não foram adequadamente informados sobre o conteúdo do projeto: “só
estavam falando coisa boa. E tem gente que quer coisa
boa, então, assinam. Eles colocaram que tudo era bom.
Ficou todo mundo, um olhando pro outro, ninguém entendeu nada” (Informação verbal116). Na comunidade
Terra Firme de Cima foi relatado que,
Nunca teve reunião para esclarecer a população, o que
é o projeto, a finalidade dele. Lá no jornal, ele disse que
era a intenção de crédito de carbono. Foi no jornal que
ouvi, porque outra pessoa não me informou. Algo assim
que está acontecendo e nós, aqui, vamos ser os últimos
a saberem. Para mim está assim (Informação verbal117).
114 Representante de Terra Firme de Baixo. Projeto Russas e Valparaíso.
Cruzeiro do Sul, 30 de nov. 2013. Entrevista concedida à Relatoria.
115 Representante de Três Bocas. Projeto Russas e Valparaíso. Cruzeiro do
Sul, 30 de nov. 2013. Entrevista concedida à Relatoria.

112 Ibid.

116 Representante de Terra Firme de Baixo. Projeto Russas e Valparaíso.
Cruzeiro do Sul, 30 de nov. 2013. Entrevista concedida à Relatoria.

113 Representante de Três Bocas. Projeto Russas e Valparaíso. Cruzeiro do
Sul, 30 de nov. 2013. Entrevista concedida à Relatoria.

117 Representante de Terra Firme de Cima. Projeto Russas e Valparaíso.
Cruzeiro do Sul, 30 de nov. 2013. Entrevista concedida à Relatoria.
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No caso da comunidade de Três Bocas, afirmaram
ainda que:

Este projeto aí, se tiver alguém em Valparaíso que não
assinou foi muito pouco. Dizendo que quando vender
estas bolsas de valores, aí do seringal, que estão negociando, que começa é trabalhar aqui com a gente, ajudando na parte de escolas, barcos, escola... sabe-se lá
quando é isso (Informação verbal118).

Uma agricultora na mesma comunidade, quando perguntada se os proponentes do projeto haviam explicado
o mesmo, afirmou: “nós não sabemos de nada” (Informação verbal119). Outra afirmou: “Era para ter o controle e mostrar a dificuldade, que não tem isso que não tem
aquilo, para nós assinar, e mostrar a dificuldade para ficar mais fácil para o projeto” (Informação verbal120).
4.5.2.2 Conflito de terra: violação do direito à terra e ao território
Tanto o DC do Projeto Valparaíso como o do Projeto
Russas falam que o projeto se dá em uma área de propriedade privada. Ressaltam que as comunidades se assentaram nesta terra privada e desmataram a área para
a agricultura de subsistência, criação de gado e moradia.
Reconhecem a legislação brasileira sobre posse da terra – usucapião – mas afirmam que o artigo 1.242 do Código Civil não se aplica a este caso, considerando que as
comunidades não têm título de boa-fé, pois não compraram a terra do proprietário de Manoel Batista Lopes ou
de Ilderlei Souza Rodrigues Cordeiro. Argumentam que,
como no Brasil, quem vive na terra por 10 anos e a torna
produtiva tem direito ao título da terra, os proprietários
irão “voluntariamente reconhecer qualquer área que está atualmente desmatada e sobre uso produtivo de cada
família” (CARBON CO, LLC, 2013, p.31).
Esta é uma das preocupações colocadas pelas comunidades, que vivem na área há mais que 10 anos e utilizam
mais terra que a área considerada como “desmatada”:
Ninguém tem título de terra. Este é o problema que a
gente sofre maior. Minha mãe tem 53 anos que mora na terra, tem documento de posse dado pelo Imac,
mas não tem o título de terra. Não podemos tirar uma
madeira sequer porque não temos o título definitivo.
Tem direito de posse do Imac, mas eles falam, os do118 Representante de Três Bocas. Projeto Russas e Valparaíso. Cruzeiro do
Sul, 30 de nov. 2013. Entrevista concedida à Relatoria.
119 Ibid.
120 Ibid.

nos do seringal, que não serve para dizer que isso aqui
hoje é meu, que não tem garantia nenhuma (Informação verbal121).

O documento citado foi entregue na época do governo de Jorge Viana, para facilitar o acesso ao crédito por
parte dos seringueiros. Tratava-se de uma declaração de
posse expedida pelo Imac. No entanto, o Ministério Público entrou com uma ação e invalidou o processo, já
que o Imac não tinha competência para fornecer título
de terra (informação verbal122). Um dos seringueiros entrevistados afirmou que “54 anos. Meu pai nasceu aqui e
morreu com 65” e ainda:
Essa é uma das preocupações da gente, porque hoje,
quem mora nesta terra aqui por 50 anos, 50 e poucos
anos no canto aqui, e o dono chega aqui e diz que a gente tem que sair daqui, qual o documento que vamos ter
para dizer que não vamos sair porque isso aqui é nosso?
(Informação verbal123).

O mesmo ocorre na comunidade Terra Firme de Cima, “O senhor ali tem 69. E a aquela senhora nasceu
aqui. E nestes anos todo estamos lutando pelos nossos
direitos à terra”, e “a questão da certidão dessas terras aí.
Tem 30 anos que lutamos por este documento da terra e
nós não tem. Não sei quantas reuniões fizemos sobre isso” (Informação verbal124).
Em Três Bocas explicaram que:
Ninguém sabe direito de quem é o dono do seringal
aqui. Ele falou que o projeto ajudava a fazer isso, a comprar a terra, que o projeto não ia tirar ninguém. Por isso
andava olhando quantas famílias tinha no seringal. Não
queria mais ninguém lá pra dentro a não ser nossos filhos, netos... (Informação verbal125)

Embora os dois projetos afirmem que “Todas as comunidades – se unindo voluntariamente ao Projeto Russas
(e Valparaíso) ou não – receberão título das terras produtivas” (CARBONCO, LLC, 2013, p.17 (Russas) e p.31
121 Representante de Terra Firme de Baixo. Projeto Russas e Valparaíso.
Cruzeiro do Sul, 30 de nov. 2013. Entrevista concedida à Relatoria.
122 Representante da Comissão Pastoral da Terra. Projeto Russas e
Valparaíso. Cruzeiro do Sul, 30 de nov. 2013. Entrevista concedida á Relatoria.
123 Representante de Terra Firme de Baixo. Projeto Russas e Valparaíso.
Cruzeiro do Sul, 30 de nov. 2013. Entrevista concedida à Relatoria.
124 Representante de Terra Firme de Cima. Projeto Russas e Valparaíso.
Cruzeiro do Sul, 30 de nov. 2013. Entrevista concedida à Relatoria.
125 Representante de Três Bocas. Projeto Russas e Valparaíso. Cruzeiro do
Sul, 30 de nov. 2013. Entrevista concedida à Relatoria.
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Valparaíso), depoimentos revelam que isso foi prometido somente para quem apoiasse o projeto: “Ele (Ilderley)
falou aqui que se tivesse entrado no projeto, quando estivesse fechado, todo morador teria seu título definitivo
da terra. Agora, é coisa esquisita. Foi o que ele prometeu” (Informação verbal126). Os seringueiros reconhecem seus direitos sobre a terra, mas não deixam de ficar
preocupados com a situação:

No caso de muitos aqui, nos consideramos como
dono. Quem mora no Tartaruga, eu digo que é nosso.
Minha mãe tem 53 anos, minha avó nasceu e se criou
aí e tem 65, 70. Mas a nossa preocupação é, podemos
dizer que somos donos, mas se a gente fizer alguma
coisa dentro dessa área que não é do agrado deles que
se dizem ser dono, corre o risco deles chegar aqui com
a polícia dizendo que é errado e que a terra é deles (Informação verbal127).

Na Comunidade de Três Bocas, preocupações semelhantes também foram apresentadas: “Ele (Ilderley) também garantia que ele ia comprar a área, mas a gente ia
ficar com o título do lugar da gente, mas o tamanho a
gente não sabe. E não apareceram mais. Sumiram, faz
um ano que não pisam aqui” (Informação verbal128).
4.5.2.3 Preocupações relacionadas às restrições do uso
da terra e do território
Segundo os entrevistados na comunidade Terra Firme
de Baixo, os proponentes do projeto afirmaram que nenhuma atividade de subsistência seria proibida em decorrência do projeto:
Pelo que ele falou na reunião, nós, moradores, porque
todo mundo aqui foi criado aqui, uns saíram, mas voltaram, é que não ia ser proibido fazer roçado, não ia ser
proibido matar uma caça para comer, não ia ser proibido tirar madeira para fazer uma canoa, fazer uma casa.
Tudo isso aí era bom. Eles citaram que nada disso ia ser
proibido. Ia ser proibido pessoas de fora entrar na comunidade para se utilizar daquilo que nós vivemos. Ele
falou que nós ia ser os fiscais do projeto como morador.
A gente ouviu até hoje foi isso. Nada de ruim foi citado.
Só citaram coisas boas (Informação verbal129).
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No entanto, no território, esta Relatoria se deparou
com placas com a seguinte notificação: “Projeto Ambiental, Área monitorada constantemente. Proibido caça e
pesca comercial. Proibido construções e desmatamento”.
Segundo os comunitários, eles não foram informados
sobre a colocação das placas: “Eles não falaram. Mas vi
pessoas denunciarem que, logo depois da reunião, veio
gente aqui colocar as placas nos cantos aí” (Informação
verbal130). A argumentação utilizada pelos proponentes
dos projetos foi de que a placa era para pessoas externas
às comunidades: “Ele falou que a proibição da pesca e da
caçada era para as pessoas de fora”. Ou ainda, “ele disse que o morador poderia tirar madeira para fazer uma
casa, uma canoa. Caçada com cachorro é que não podia. Para uso da gente, nós, como morador podia, mas
pessoas de fora não podiam” (Informação verbal131). No
entanto, essa situação não estava clara para todos os moradores: “a placa não diz isso. Que o morador pode caçar, pescar, desmatar... e que quem vem de fora não pode
fazer este tipo de coisa, pescar, caçar, desmatar. Então, é
para todo mundo. Não está dividindo. Agora, se estivesse dividido tudo bem” (Informação verbal132).
No caso da comunidade Terra Firme de Cima, a
resistência ao projeto é explicitada na relação com
os proponentes:
Eu disse para ele (Ilderley) “vocês querem que a gente
pare de brocar, não quer mais que a gente toque fogo...
Tu quer dar esta mucuna133 aí que já plantei e não deu
certo. O que vamos ganhar?” “Ah, vão ganhar estes cursinhos aí que vocês fazem”. Muito bonito, vamos viver
de cursinho? (Informação verbal134).

Nessa comunidade as pessoas estavam bastante descontentes com o fato de que placas foram construídas
com a madeira que a comunidade havia retirado para
construir uma igreja católica. Segundo uma moradora,
liderança local:
Já chegou impondo, né? Porque a madeira, a gente poderia estar com a igreja pronta já, mas ele disse que o
seringal era dele e ele fez o que quis com a madeira.

126 Representante de Terra Firme de Baixo. Projeto Russas e Valparaíso.
Cruzeiro do Sul, 30 de nov. 2013. Entrevista concedida à Relatoria.

130 Ibid.

127 Ibid.

132 Ibid.

128 Representante de Três Bocas. Projeto Russas e Valparaíso. Cruzeiro do
Sul, 30 de nov. 2013. Entrevista concedida à Relatoria.

133 Planta utilizada na limpeza e recuperação do solo, que favorece a
diminuição das queimadas.

129 Representante de Terra Firme de Baixo. Projeto Russas e Valparaíso.
Cruzeiro do Sul, 30 de nov. 2013. Entrevista concedida à Relatoria.

134 Representante de Terra Firme de Cima. Projeto Russas e Valparaíso.
Cruzeiro do Sul, 30 de nov. 2013. Entrevista concedida à Relatoria.

131 Ibid.
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As comunidades são proibidas, sob o argumento do combate ao desmatamento, de realizar as atividades tradicionais de subsistência, como a pesca,
a caça e as queimadas necessárias para seus roçados

Tem pessoas que estão perguntando se vou deixar ele
simplesmente tirar a madeira. Eu já disse que vou me
informar, buscar saber dos meus direitos, para que ele
devolva a madeira para a gente fechar a igreja, porque
aqui não é a minha casa, nem a dele, é a nossa casa.
São de todos que estão aqui e de quem não está aqui.
Construímos, serramos tudo de graça e aí vamos deixar
Manoel Lopes e Iderley fazerem o que quiserem? Não
aceito, não concordo (Informação verbal135).

Em Três Bocas, a comunidade também reclamou das
restrições do projeto: “Este ano pode brocar, mas a partir do ano que vem não. Caçar também não. Porque se
nós brocasse na mata bruta e pegasse uma multa prejudicava eles e nós também não recebia recurso. Trancava
o projeto e não saia nada para eles e muito menos para
nós” (Informação verbal136).
Com a justificativa de colaborar para que a prática da
agricultura não provoque danos à floresta, os proponentes do projeto prometeram apoiar mudanças nas atividades de subsistência da comunidade:
Eles mostraram, assim, aí para fora, áreas que trabalham com a mucuna que estavam dando certo. Perguntaram quanto a gente gastava para trocar um hectare
de terra em mata bruta, quanto a gente plantava, quan-

to dava em volume de farinha. Foram somando tudin.
Apresentaram no quadro a,í e mostraram que trabalhando com a mucuna aumentava em 20% da produção
que a gente trabalha hoje com mata queimada. A conversa era bonita (Informação verbal137).
Aqui ele veio com este técnico, para a gente cuidar,
trabalhar em capoeira, lugar de mata baixa para fazer
a farinha, podia fazer (recuperar de terra). Não podia
desmatar mata virgem, mas capoeira podia plantar. Mas
não podia botar fogo. Para a gente plantar sem brocar
fica difícil. E o fogo é só em uma quadra, duas quadras
(Informação verbal138).

Também para garantir restrição sobre os comunitários, os proponentes estavam recrutando agentes de dentro da comunidade para fiscalizar os outros membros,
como no caso do Projeto Purus. Um morador, da comunidade de Três Bocas, cotado para ser esse agente afirmou que o trabalho, ainda não iniciado, envolveria
Andar na mata, ver se alguém brocou, pescou, caçar, tirar uma foto... que se alguém derrubasse um pau para
fazer uma canoa, botar roçado, a gente fosse lá para tirar uma foto. Era olhar a área dele todinha. Quem tava

135 Ibid.

137 Representante de Terra Firme de Cima. Projeto Russas e Valparaíso.
Cruzeiro do Sul, 30 de nov. 2013. Entrevista concedida à Relatoria.

136 Representante de Três Bocas. Projeto Russas e Valparaíso. Cruzeiro do
Sul, 30 de nov. 2013. Entrevista concedida à Relatoria.

138 Representante de Três Bocas. Projeto Russas e Valparaíso. Cruzeiro do
Sul, 30 de nov. 2013. Entrevista concedida à Relatoria.
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Com a justificativa de colaborar para que a prática da agricultura não provoque danos à floresta, os proponentes do Projeto Russas/Valparaíso
prometeram apoiar mudanças nas atividades de subsistência da comunidade

brocando, quem tava derrubando, quem tava fazendo
canoa, quem tava serrando, quem tava caçando.
E todo mês eu ia entregar um relatório para ele (Informação verbal139).

Como já mencionado acima, no caso do Projeto Purus, contratar uma pessoa para ser agente fiscal da sua
própria comunidade tem, em outros casos, gerado um
clima de conflito, resultando na perda de direito à vida
pacífica. Não se trata de culpabilizar quem aceita, mas
de ressaltar os riscos da divisão e de geração de violência
dentro das comunidades.
Outra questão preocupante neste caso é o tema da adicionalidade explicado acima. Ou seja, um projeto de
Redd para receber financiamento, ser validado, precisa
argumentar (pois é impossível de fato comprovar) a redução de emissões de CO2 ou o aumento de remoções
de CO2 de forma adicional ao que ocorreria na ausência
do projeto. Recebemos a denúncia de que os proponentes dos projetos Russas e Valparaíso estariam incentivando a comunidade a desmatar mais do que o normal para,
assim, aumentar a redução das emissões registradas:
139 Ibid.
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Ele disse assim, em 2014, “o desmatamento é para
ser zero. Mas a gente tá trabalhando num projeto da
mucuna para que isso dê certo”. Ele falou “quem precisa desmatar um hectare por ano, este ano desmate
dois hectares, quem desmata dois, desmate quatro.
Agora, não vão dizer, se eles vierem aqui, que fui eu
que autorizei”.
O técnico veio aí com uma tela. Colocava lá, dividindo os custos de derrubar uma mata bruta para o plantio até vender, com todo o trabalho e despesa que dava
com capoeira, e disse que se tivesse que brocar ele teria
que ter uma quadra, quem brocava duas, que este ano
tinha que brocar quatro quadras para que no próximo
ano ele ter as quatro quadras. Um ano estar em uma,
depois outra e aí voltar para aquela lá. Mas como não
trabalhamos com isso, sabe se lá como vai ser isso (Informação verbal140).

A argumentação fornecida foi a necessidade de aumentar a área de produção: “Vai acabar a queima. Então, queime agora para aumentar a mata porque em 2014 não vai
mais ter fogo na floresta e a gente vai trabalhar aquela mata
já queimada” (Informação verbal141). Contudo, os depoi140 Ibid.
141 Ibid.
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mentos acerca desse ponto levam também a outra interpretação: os proponentes do projeto precisavam garantir
que os seringueiros fossem reconhecidos como “agentes
do desmatamento” para acessar os créditos de carbono.
As seguintes falas nos ajudam a refletir sobre essa questão:

Ele falou para nós que vinha agente dele para aqui –
ninguém sabe nem quem é que vem e que ia perguntar
quantas quadras a gente desmata e a gente tinha que falar duas ou três e iam perguntar por que e a gente tinha
que responder que não desmata mais porque não pode.
Se a gente pudesse, a gente desmataria mais. Era para a
gente dizer (Informação verbal142).

Além disso, afirmou outro seringueiro: “E, aí, eles
iam dizer: ‘mas vocês não estavam sabendo que não
podia desmatar?’. E a gente tinha que responder que
‘sim, mas a gente vive disso e se pudesse a gente desmatava mais’. Porque a partir de 2014 ninguém desmata mais” (Informação verbal143).
Desde os anos de 1980 existe um processo de luta comunitária pela desapropriação dos seringais Russas e
Valparaíso. Já houve, inclusive, uma proposta de criação
de uma Reserva Extrativista (Resex) ou de um Projeto
de Agroextrativismo (PAE). No entanto, segundo um
representante da Comissão Pastoral da Terra (CPT) de
Valparaíso, na época, os órgãos afirmavam para as comunidade que “se for criada a reserva e você for pescar,
se pegar dois mandim vai ter que parar porque o fiscal ia
vir aqui dizer que não pode”. Frente a essa afirmação, um
dos seringueiros entrevistados afirmou: “e, agora, é isso
que vai acontecer com este projeto. Como afirmou o representante da CPT:
um projeto deste é no mínimo 30 anos. Quantos anos
dura uma canoa dessas que vocês têm? No máximo 3, 4
anos. Em 30 anos vocês precisariam construir 10. E, aí,
vão fazer de que? Vão arrancar tábua da casa? E quando
a casa estragar? Com 30 anos vai estar boa? Vão comprar, trazer cimento? (Informação verbal144)

Neste contexto, os seringueiros demonstram insegurança e medo em torno do futuro dos seus territórios e de seu modo de vida: “Nossa vida é essa aqui,
da macaxeira, nós planta mandioca para sobreviver
da mandioca. Broca mata para plantar mandioca para
142 Ibid.
143 Ibid.
144 Representante da Comissão Pastoral da Terra. Projeto Russas e
Valparaíso. Cruzeiro do Sul, 30 de nov. 2013. Entrevista concedida á Relatoria.

fazer farinha para sobreviver”... “porque, aqui, quando o cara não planta, como funciona as coisas?” (Informação verbal145)
Eu nunca acreditei. Tenho falado isso para muita gente, digo, rapaz, eu mesmo estou com medo deles, porque isso não é assim como o caba tá dizendo não. Eu
tenho medo. Meu ponto de vista é este. Na terra que estamos, a gente vem trabalhando, tem feito a gente viver
e se vier uma coisa para interromper este trabalho da
gente, aí a gente vai sofrer mais. Até onde nós estamos,
nós fazemos até onde podemos. E se alguém vier para
interromper, chegar com isso aí, dizer que nossa terra é
na metade, aí este lado aí vai prejudicar muita gente, tenho certeza absoluta (Informação verbal146).
Ele queria que eu plantasse maracujá, cupuaçu, graviola... agora em 2013, e quanto vou ter que produzir para sustentar minha família? Tem umas frutas que faz 2
anos que plantei e nada. E como vou transportar para
vender? É mais difícil. Não adianta ter muito aqui... (Informação verbal147)

Esta situação dos Projetos de Russas e Valparaíso,
como no caso do Projeto Purus, representa ameaças
aos direitos já mencionados neste Relatório, em especial o direito à terra e ao território, aos recursos
naturais necessários para a subsistência, ao fortalecimento cultural e da identidade dos povos seringueiros e o direito à participação e ao acesso à informação
qualificada sobre projetos a serem implementados
em seus territórios.
No entanto, o documento de verificação das certificadoras VCS e CCBS sobre o Projeto Valparaíso
afirma: “Projeto tem benefícios comunitários excepcionais de nível ouro. Os proponentes do Projeto irão
assessorar todas as comunidades dentro e em torno
da área do Projeto, em especial aquelas comunidades mais vulneráveis” (p.1148). O mesmo foi dito sobre
o Projeto Russas, com a diferença de que afirmaram
que “os proponentes do Projeto já assessoraram todas
as comunidades”.
145 Representante de Terra Firme de Cima. Projeto Russas e Valparaíso.
Cruzeiro do Sul, 30 de nov. 2013. Entrevista concedida à Relatoria.
146 Representante de Terra Firme de Baixo. Projeto Russas e Valparaíso.
Cruzeiro do Sul, 30 de nov. 2013. Entrevista concedida à Relatoria.
147 Representante de Três Bocas. Projeto Russas e Valparaíso. Cruzeiro do
Sul, 30 de nov. 2013. Entrevista concedida à Relatoria.
148 Tradução livre do original em inglês: “Project has exceptional Gold
Level community benefits. The Project Proponents will assist all communities
in and around the Valparaiso Project, and specifically the most vulnerable
communities within the Project”
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Verena Glass

5. CONCLUSÕES

Cabe à autoridade pública zelar para que seus próprios interesses e relações econômicas e políticas não sejam sobrepostos ou utilitários
em relação às fragilidades de quem, efetivamente, exerce “menos poder”

N

este Relatório foram avaliados os mecanismos e
projetos da economia verde, em especial o chamado Manejo Florestal Sustentável (MFS), o Sisa
e projetos privados de Redd+, assim como seus impactos, no Acre. Também foi analisada a situação de algumas comunidades indígenas no estado. Em duas visitas
de campo, cada uma com duração de 10 dias, foram
visitados quatro municípios e nove comunidades do
estado, coletados depoimentos de membros delas, de
representantes de organizações da sociedade civil e de
gestores públicos do governo do estado e de órgãos federais. São estes depoimentos, registrados durante este
processo, somados a fontes secundárias e a trajetória e
experiência desta Relatoria na luta por justiça sociambiental e pela defesa, pelo respeito e pela promoção
dos direitos humanos que formaram o conteúdo deste Relatório.
De um modo geral, os representantes do poder público justificam a política de economia verde como um
esforço institucional para o gerenciamento socioam-

100

biental e o aproveitamento das condições do Estado no
enfrentamento de problemas históricos sociais e econômicos. Espera-se que com a “modernização da gestão pública ambiental” seja possível inserir o Acre nos
circuitos internacionais da economia verde que, segundo avaliam, deve crescer de qualquer maneira. Desse
modo, consideram que o estado deve estar preparado,
para não ficar à mercê das empresas e dos mercados internacionais. Eles defendem a lisura do Sisa e argumentam que todos os esforços institucionais são feitos para
garantir o bem estar das populações e o cuidado com
as florestas e as culturas locais. A argumentação dos
gestores públicos está embasada na “salvaguarda” desses povos e numa estratégia política e econômica que,
segundo julgam, é um “adiantar-se” na sua proteção,
frente às tendências de mercado internacional.
Além disso, de acordo com os membros do governo
do Acre, os problemas encontrados referem-se a questões históricas, que não podem ser resolvidas de forma
simples e rápida, necessitando de tempo e preparo. Nes-
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se sentido, informaram que o governo vem investindo
esforços com o propósito de resolvê-los. Eles não consideram outra justificativa para as críticas feitas aos projetos, a não ser o fato de que se tratam de iniciativas contra
o governo. Também afirmam que se não há participação
de algumas comunidades e organizações é pela própria
rejeição destas e não por falta de incentivos. No entanto,
mesmo considerando esta possibilidade, seria importante o governo refletir sobre esta rejeição; processo importante da democracia.
É compreensível que num estado como o Acre, com
suas especificidades ambientais e multiplicidades culturais e étnicas, seja difícil resolver todos os problemas de
conflitos fundiários e socioambientais de modo simples
e rápido. Entretanto, é preciso destacar que ao optar por
desenvolver políticas de economia verde, inserindo a
questão ambiental como um problema a ser tratado pela
via da lógica mercantil, o governo faz uma escolha direcionada e expõe a população aos riscos que advêm desta opção, tendo em vista as enormes desigualdades entre
os sujeitos envolvidos: comunidades, por um lado, e fazendeiros e empresas, por outro.
Essas condições de desigualdades entre comunidades, empresários, fazendeiros e agentes internacionais,
assim como os acúmulos de problemas identificados nas políticas de gestão florestal, não podem ser
minimizadas, invisibilizadas ou situadas à mercê de
mecanismos burocráticos e soluções científicas/tecnológicas, descoladas do cotidiano dos territórios e autoritariamente impostas a quem neles convive. Nesse
contexto, cabe à autoridade pública zelar para que seus
próprios interesses e relações econômicas e políticas
não sejam sobrepostos ou utilitários em relação às fragilidades de quem, efetivamente, exerce “menos poder”. Mesmo se esses interesses e essas relações estão
intencionados a bem resolver os conflitos e promover
o bem comum. Nesse contexto, a situação real de dependência, de ausência de políticas públicas setoriais e
a não garantia do direito à terra e ao território, que inviabiliza a participação autônoma, são fatores que dificultam as garantias de direitos das comunidades que
hoje estão sendo alvos de projetos de Redd+ (institucionalizados pelo Sisa).
Dentre os aspectos que chamaram atenção nas conversas comunitárias, podemos destacar o sentimento
de desolação, desamparo, descrédito e falta de perspec-

tivas. Particularmente, destacam-se: os depoimentos
das mulheres e suas aflições acerca do futuro de seus
filhos e das restrições sobre a forma como organizam
o território para o convívio familiar e comunitário; e o
sofrimento dos idosos frente às possibilidades de perderem o que construíram e aprenderam a fazer ao longo dos anos para sobreviver, e às impossibilidades de
reconstruírem as suas próprias vidas, de suas famílias
e comunidades.
No que se refere ao manejo florestal, é notório o favorecimento daqueles que dispõem de mais condições
e que, historicamente, privatizam a terra e os territórios.
No Acre, os conflitos fundiários que opõem propriedade e posse de terras são bastante antigos e conhecidos
mundialmente, como demonstra a luta histórica dos seringueiros e posseiros expropriados e explorados pelos
poderes econômicos e políticos.
No caso das políticas de financeirização da natureza
como potencialidade econômica para o estado e para a
iniciativa privada, transforma-se o esforço de gestão ambiental em oportunidade de exploração da floresta (mesmo sendo esta “em pé”) em favor dos mercados. Tendo o
Sisa um explícito componente de mercado, é crível que
os sujeitos desse mercado (como os empresários e fazendeiros) tenham seus interesses privilegiados e consolidados mediante injustiças ambientais crônicas, como as
enfrentadas pelos posseiros que, devido à limitada força
política, se veem na perversa condição de terem que se
submeter aos interesses econômicos e políticos do Estado e da iniciativa privada.
Além disso, transfere-se a responsabilidade da degradação ambiental para os sujeitos que, historicamente,
têm promovido o equilíbrio ambiental através das suas atividades tradicionais de subsistência. Desse modo,
desvaloriza-se e coloca-se em risco os diferentes modos
de ocupação e uso feitos pelas comunidades tradicionais
e pelos povos indígenas.
Ao mesmo tempo, os principais agentes da degradação ambiental, como os fazendeiros, recebem incentivos financeiros e compensação, como se estivessem
prestando um serviço para a sociedade, que ainda deve pagar pelo mesmo. Desse ponto de vista, os efeitos da economia verde são visíveis nos territórios e
expressam-se no processamento das injustiças e desigualdades históricas que, além de situar as comunidades em lugar desprivilegiado na relação, parte do
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pressuposto de sua culpabilização e legitima a penalização de sua existência.
Enquanto isso, parte da referência histórica do Acre,
da política do MFS e do Sisa é construída também a
partir da subjetividade social e do alcance internacional da história de luta dos seringueiros e povos da floresta e das conquistas de políticas públicas. A imagem
de Chico Mendes e os conceitos de povos da floresta e
florestania que emergiram nas lutas sociais do Acre fazem, atualmente, parte do discurso público não só do
Sisa, mas do que se poderia denominar de “tendência
verde” da economia da floresta no estado. Em parte, deve-se a isso a conquista do apoio internacional e a referência nacional. Garantindo, assim, maior confiança
para “fomentadores, investidores, provedores e beneficiários dos serviços ambientais”.
Pelo que foi vivenciado e observado, não é indiferente ao contexto, a ascensão do Partido dos Trabalhadores
(PT) em 1999 ao poder Executivo, que logrou agregar
em seu entorno movimentos, organizações e lideranças
de lutas progressistas. Ora como gestores ou executores
da política, ora como base do governo no território, a
convergência de grande parte dos movimentos e organizações sociais no que se refere às políticas governamentais funciona, na avaliação desta Relatoria, como uma
“blindagem” às críticas; fato que, certamente, prejudica
o enfrentamento aos conflitos reais nos territórios e uma
maior atenção às denúncias de violações e vulnerabilidades de direitos das comunidades locais.
Esta realidade leva à conclusão de que o processo
ocorre em um contexto de extrema desigualdade. As desigualdades históricas são aprofundadas pela falta de informação e formação adequadas das comunidades sobre
questões fundamentais que afetam as suas vidas – o que,
é preciso reconhecer, favorece a atuação das empresas e
a inserção dos projetos nas comunidades. Desse modo,
por não apropriarem-se devidamente dos projetos em
curso, as comunidades são coagidas a aceitar as propostas externas como redenção de suas necessidades em detrimento de sua autonomia. Um exemplo desta situação
de desigualdade é a ausência de contrato ou qualquer
outra formalização dos acordos (manejo, Bolsa Verde ou
Redd) em posse dos comunitários visitados pela Relatoria. Os mesmos são, como relatam, proibidos de utilizar
seus territórios para as atividades de subsistência, mas
não possuem um instrumento com o qual possam ques102

tionar ou lutar contra essa imposição.
O drama imposto a essas comunidades é o de duas únicas e perversas opções: 1 - perda da floresta e dos
seus territórios e ausência de políticas públicas; 2 - projetos de manejo, Bolsa Verde ou Redd. A regularização
territorial e as políticas de direitos aparecem como moeda de troca para as comunidades aceitarem os projetos.
A responsabilidade da regularização da situação de posseiros, que é um direito da população e dever do Estado,
é repassada para o “proprietário” da terra/do projeto, diretamente e em posição privilegiada, interessado na sua
exploração mercadológica. Além disso, a diferenciação
cultural e a ausência de metodologias de trabalho baseadas na cultura local impossibilitam uma apropriação
qualificada por parte das comunidades da linguagem
“técnica” apresentada pelos proponentes dos projetos.
Assim, em um ambiente de carências negligenciadas pelo poder público, as comunidades tornam-se reféns da
linguagem técnica e das promessas que, a julgar pelos
depoimentos comunitários, são identificadas como suspeitas e improváveis de serem concretizadas.
Esta situação acaba tornando-se mais complexa ainda
pelo fato da elaboração e implementação da economia
verde contar com a colaboração de grandes organizações conservacionistas, indigenistas e de assistência técnica. No caso do Acre, destacam-se a World Wide Fund
for Nature (WWF), a Comissão Pró-Indio (CPI), a Forest Trends e o Centro de Trabalhadores da Amazônia
(CTA), organizações citadas diversas vezes pelas pessoas
entrevistadas durante a Missão e nas fontes secundárias.
Elas não só atuam como colaboradoras na elaboração de
políticas públicas, mas também implementam ou coordenam projetos relacionados. As próprias políticas de
Redd e o Sisa originaram-se de propostas destas organizações, que contam com atores específicos de “confiança” das comunidades que têm, portanto, um papel
importante na promoção e legitimação dos projetos. Inseridas em um ambiente de desigualdades, as práticas
dessas organizações incorrem também no risco de submeterem as comunidades à ordem de empresários nacionais e mercados internacionais.
Assim, o risco de vulnerabilizar ainda mais as populações desprivilegiadas surgiu para esta Relatoria como
um fato real e concreto. Abaixo seguem algumas observações feitas a partir desta Missão.
De um modo geral, nos territórios visitados em

Comment Overview

Navigate to Table of Contents

que projetos de economia verde estão sendo realizados, as populações:
- têm baixa escolaridade, o que as coloca em desvantagem em relação ao acesso à informação e à
igualdade no diálogo com empresários e técnicos;
- apresentam alto nível de dependência em relação aos proprietários, madeireiros e pecuaristas,
sobretudo por não terem garantidos seus direitos
de posse;
- experimentam situação de vulnerabilidade em
relação à soberania e segurança alimentar;
- possuem pouca possibilidade de enfrentamento às situações de violência doméstica, as
mulheres apresentam elevados níveis de vulnerabilidade e reduzido acesso à saúde naquilo que
lhes é específico;
- têm baixíssimo nível de acesso às instituições
públicas e à justiça na busca por garantias de direitos de diferentes ordens.
Impressões gerais sobre o contexto das lutas
Durante esta Missão, a Relatoria também observou que:

- Mesmo que os representantes públicos afirmem que realizam todos os esforços para garantir a participação das comunidades nos processos
que envolvem os projetos de economia verde, os
depoimentos das comunidades e as queixas das
organizações evidenciam que existe uma insuficiência de participação social nos processos decisórios da política;
- Também chama atenção as constantes denúncias
e os receios dos sujeitos que questionam os projetos de economia verde de perseguição, tensão e
vigilância institucional contra os grupos críticos a
essas políticas. De toda forma, ficou evidente para
esta Relatoria a baixa capacidade dos representantes dos entes públicos de reconhecerem os problemas e as limitações das ações desses órgãos, que é
acompanhada da desqualificação generalizada das
críticas e de um notório esforço em construir uma
espécie de “blindagem”, não havendo um esforço
de reflexão autocrítica;
- Outra preocupação relevante é que, embora os entes públicos garantam que se esforçam
no sentido de fazer uma mediação, a fala e as

condições objetivas dos comunitários explicitam que, nos projetos de economia verde que
conhecemos, ocorre uma reprodução dos privilégios de empresários e fazendeiros no acesso
à terra e à floresta e aos benefícios da política.
Também fica evidente uma atenção desigual,
com favorecimento desses últimos, no que refere-se à implementação e ao controle das políticas ambientais. O que, por sua vez, explicita
uma insuficiência da capacidade institucional
em resolver os conflitos territoriais e assegurar
os direitos das populações pressionadas pelos
projetos econômicos;

Para concluir, as entrevistas, as observações de campo
e as percepções vivenciadas por esta Relatoria no Acre
demonstram que é necessário superar a atual perspectiva dominante na sociedade de que a natureza, e aqueles povos que dela sobrevivem e com ela se relacionam
de forma complementar e interdependente, é algo a ser
subjugado, controlado e dominado; de que é possível
separar a sociedade da natureza; e de que os povos da
floresta são “povos do passado”. As disputas territoriais
causadas por projetos que utilizam-se do discurso da
sustentabilidade ambiental colocam em risco os distintos modos de vidas.
Em seus territórios históricos, os povos da floresta são excluídos dos processos de decisão sobre seus
próprios futuros ou, ainda mais grave, são considerados obstáculos ao desenvolvimento e progresso. Nesse
sentido, a política de economia verde também caracteriza-se por uma maneira de integrá-los ao sistema
de produção e consumo hegemônico. Talvez seja necessário fazer justamente o contrário, ou seja, a sociedade ocidental se “abrir” para aprender com esses
povos milenares, especialmente sobre como viver de
um modo mais respeitoso e harmônico com todas as
formas de vida. A diversidade sociocultural e a garantia dos direitos dos povos são, de antemão, as melhores e mais sustentáveis formas de se conter e enfrentar
não só as mudanças climáticas, mas toda a crise civilizatória que coloca em risco a própria existência humana no planeta. É, portanto, preciso promover uma
reflexão (e ação) profunda sobre que tipo de sociedade estamos criando e fortalecendo em nome da proteção da natureza.
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6. RECOMENDAÇÕES

As Recomendações devem ser fundamentadas em uma perspectiva ampla dos conceitos de meio ambiente e de território, que contemple,
acima de tudo, a dinâmica socioambiental

E

stas Recomendações devem ser consideradas a partir do desenvolvimento de metodologias e ferramentas por parte do estado do Acre e também da
União, respeitando suas devidas competências, de modo a
permitir um efetivo “cruzamento” entre o largo escopo de
conquistas constitucionais e infraconstitucionais referentes aos direitos humanos e ao meio ambiente. As mesmas
devem também ser fundamentadas em uma perspectiva
ampla dos conceitos de meio ambiente e de território, que
contemple, acima de tudo, a dinâmica socioambiental: os
direitos das populações afetadas, a prevenção ao agravamento de indicadores sociais negativos e as especificidades dos diferentes segmentos.

Ao governo do Acre
Antes de dar continuidade à sua política relativa ao tema
em debate, é recomendável que o governo do Acre através dos órgãos públicos implicados, incluindo todos os de
direitos humanos, realize uma avaliação do processo, especialmente considerando seus efeitos no cotidiano das
populações locais e na garantia de seus direitos;
Dedicar especial atenção aos testemunhos, denúncias
e real situação das comunidades impactadas pelos projetos privados de Redd+ Purus e Russas/Valparaíso; avaliar
os riscos reais e potenciais aos direitos dessas comunida104

des ao território e à diversidade cultural; as pressões de
empresas e fazendeiros sobre os comunitários; e eventuais
ilegalidades e violências políticas, econômicas, culturais e
simbólicas, cometidas por fazendeiros e empresários;
É necessário que o governo do estado respeite os tratados e convenções internacionais sobre direitos humanos e ao arcabouço doméstico de formalização e garantias
dos direitos de povos indígenas e populações tradicionais.
Uma formação direcionada aos servidores e servidoras
públicas, em diferentes esferas, envolvidos na política, sobre os acúmulos nacionais e internacionais dos Dhescas
(direitos humanos, econômicos, sociais, culturais e ambientais) e suas interfaces com o enfrentamento às injustiças e promoção da justiça ambiental, poderia colaborar
para um maior equilíbrio analítico entre determinações
técnicas, científicas e pragmatismo gerencial e as reais necessidades das populações vulnerabilizadas;
Quanto ao Manejo Florestal Sustentável, é urgente que
o governo considere: i) os impactos negativos ao meio
ambiente e possíveis crimes ambientais, como o desmatamento ilegal; (ii) os impactos negativos aos modos de
vida; (iii) crimes sexuais cometidos contra mulheres e
meninas; iv) a exploração econômica das comunidades
por madeireiras; v) as denúncias de irregularidades e negligências envolvendo órgãos públicos e agentes privados
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Recomenda-se ao governo da Alemanha, ao BNDES e a outros financiadores do Sisa que se abstenham de financiar o MFS e o Sisa, enquanto
este estiver sendo questionado por organizações sociais e comunidades

implicados na elaboração e execução dos Planos de Manejo e certificação.
A ausência de políticas setoriais adequadas às realidades
das comunidades afetadas é também um fator importante de vulnerabilidade. Essa situação exige da esfera pública
uma priorização dessas políticas nos territórios, independente de projetos econômicos externos, alheios ou utilitaristas das necessidades da população. Sob esse aspecto
deve-se considerar não só os direitos coletivos, mas também as necessidades específicas, individuais e contextualizadas, como os direitos das mulheres, das crianças e
adolescentes, dos enfermos, e dos idosos;
A criação de espaços de diálogo efetivo com a sociedade
civil sobre políticas que impactam nos territórios deve ser
uma preocupação incorporada pelo poder público como
um todo. As denúncias de interdição e riscos da participação política dos contraditórios devem ser consideradas
e avaliadas pelo governo do Acre;
Sobre esse aspecto, cabe ressaltar algumas observações: é notório que a construção das políticas de economia verde se efetiva em aliança com movimentos
e organizações sociais que acreditam nessa proposta.
Contudo, isso, por si, não garante a expressão do diverso. Como exemplo, pode-se citar os depoimentos
coletados nos territórios; e a efetiva preocupação de

organizações e lideranças que apresentaram denúncias
de violações de direitos, dentre elas, o interdito de sua
própria participação;
Essas circunstâncias não podem ser desconsideradas
pela esfera pública. Instituir processos que permitam a
expressão e o direito de manifestação dos contraditórios
é condição preliminar para a democracia. Menos para
cessar os conflitos de posições estruturalmente divergentes mas, sobretudo, para que haja mais equidade no
diálogo dos sujeitos políticos com a sociedade e maiores
possibilidades de participação social autônoma nas decisões públicas.
Ao poder Legislativo do Acre
Frente às graves denúncias em relação aos projetos de
Manejo Sustentável, no que se refere à vida da população local, às atividades empresariais (crimes ambientais
e negligência social) e à própria economia do Acre, recomenda-se à Assembléia Legislativa do Acre que apure
e enfrente, pelos meios que lhe couber, os problemas vividos nos territórios de manejo empresarial e comunitário. Não no sentido de rechaçar a política do governo mas,
sobretudo, de enfrentar os problemas econômicos e políticos que podem ser gerados no estado, por eventuais debilidades na política.
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As Recomendações são feitas com a perspectiva de proteger os grupos em situação de vulnerabilidades decorrentes dos conflitos
socioambientais relacionadas com a economia verde, detectados nos territórios visitados

Ao governo federal
Empreender esforços, através de órgãos competentes
e junto com o governo estadual, para regularizar a situação fundiária dos posseiros, garantindo maior autonomia das famílias e comunidades em territórios
demandados pelos projetos de Redd e MFS;
Demarcar definitivamente as terras indígenas do povo
Jaminawa e dos demais povos indígenas no Acre. Frente ao contexto de ofensiva sobre os direitos indígenas,
a protelação da demarcação de terras no estado acentua os retrocessos das conquistas constitucionais históricas, o sofrimento dos povos e compromete mais ainda
a própria imagem do governo federal, cujas políticas de
desenvolvimento vêm sendo consideradas por organizações da sociedade civil e organismos internacionais
como genocida em relação a esses povos;
As duas esferas do Executivo devem trabalhar em conjunto, através de seus órgãos competentes, para garantir
aos povos indígenas, independente de estarem ou não demarcadas as suas terras, assistência, amparo social e acesso digno às políticas e às instituições públicas. Em especial,
recomenda-se maior atenção às condições de vida das mulheres, crianças, jovens e adolescentes indígenas que vivem
em comunidades urbanas, a exemplo do Beco do Adriano;
Aos órgãos públicos federais responsáveis pelas questões agrárias, recomenda-se maior atenção à situação de
comunidades rurais que vivem em terras federais e passíveis de desapropriação para fins de reforma agrária. Ao
agilizar a regularização fundiária de comunidades posseiras, o governo federal em muito colaboraria para enfrentar os conflitos no campo e efetivar direitos.
106

Ao Ministério Público Federal
Tendo em vista o interesse nacional sobre as florestas e a garantia dos direitos coletivos, recomenda-se
que o Ministério Público Federal (MPF) atue no sentido de apurar as denúncias feitas pelas comunidades sobre os agravos aos direitos coletivos, resultados
da implementação do MFS; e as denúncias de ameaças físicas e psicológicas às lideranças e aos coletivos
que denunciam as contradições da política do poder
Executivo. Assim como também investigue as denúncias de exploração sexual, prática de pedofilia, tráfico e comércio de meninas indígenas no estado do
Acre. Este tema foi recorrentemente apontado durante a Missão, mas dada a sua delicadeza e a exigência de metodologias específicas, não foi possível
para esta Relatoria aprofundar a investigação. Contudo, a invisibilidade do problema é preocupante; assim como também preocupa a histórica impunidade
de seus agentes permitir que violências dessa natureza sigam prejudicando o presente e o futuro de mulheres, crianças e adolescentes.
Aos financiadores e certificadoras
Recomenda-se ao governo da Alemanha, ao BNDES
e a outros financiadores do Sisa que se abstenham de
financiar o MFS e o Sisa, enquanto este estiver sendo
questionado por organizações sociais e comunidades.
O mesmo vale para as certificadoras FSC, VCS e CCBS,
que devem rever a certificação aos projetos no Acre ao
mesmo tempo em que devem rever seus critérios de verificação e monitoramento.
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Dear	
  California	
  Air	
  Resources	
  Board,	
  
	
  
As	
  the	
  Founder	
  and	
  President	
  of	
  Wildlife	
  Works	
  Inc.	
  a	
  California	
  based	
  forest	
  
conservation	
  company,	
  I	
  would	
  like	
  to	
  submit	
  the	
  following	
  comments	
  in	
  relation	
  to	
  the	
  
October	
  28,	
  2015	
  California	
  Air	
  Resources	
  Board	
  meeting	
  regarding	
  the	
  possibility	
  of	
  
introducing	
  tropical	
  forest	
  carbon	
  offset	
  credits	
  to	
  the	
  California	
  CO2	
  cap	
  and	
  trade	
  
market.	
  	
  	
  
	
  
1.	
  	
  Wildlife	
  Works	
  strongly	
  supports	
  the	
  State	
  of	
  California's	
  staying	
  the	
  course	
  in	
  
regards	
  to	
  it`s	
  long-‐standing	
  policy	
  directives	
  and	
  commitments	
  towards	
  inclusion	
  of	
  
REDD+	
  offsets	
  in	
  the	
  California	
  offset	
  market,	
  and	
  urges	
  the	
  ARB	
  and	
  it's	
  counterpart	
  
state	
  entities	
  to	
  proceed	
  vigorously	
  with	
  the	
  policy	
  process	
  required	
  to	
  make	
  REDD+	
  
offsets	
  an	
  available	
  compliance	
  option	
  to	
  obligated	
  entities	
  from	
  the	
  start	
  of	
  the	
  Third	
  
Compliance	
  period	
  (2018-‐2020).	
  
2.	
  	
  Wildlife	
  Works	
  would	
  also	
  like	
  to	
  stress	
  the	
  importance	
  of	
  the	
  globe-‐spanning	
  co-‐
benefits	
  to	
  communities	
  and	
  to	
  biodiversity	
  generated	
  by	
  each	
  additional	
  REDD+	
  
offset.	
  	
  The	
  allocation	
  of	
  REDD+	
  offsets	
  within	
  the	
  California	
  market	
  is	
  not	
  only	
  cost-‐
efficient,	
  it	
  comes	
  with	
  additional,	
  positive	
  international	
  development	
  benefits	
  that	
  
foster	
  international	
  goodwill	
  towards	
  California.	
  
3.	
  	
  California's	
  role	
  as	
  a	
  global	
  climate	
  action	
  leader	
  and	
  California's	
  long-‐announced	
  
intent	
  to	
  pursue	
  REDD+	
  offsets	
  have	
  helped	
  foster	
  a	
  positive	
  REDD+	
  
environment.	
  	
  Hence,	
  many	
  jurisdictions	
  (such	
  as	
  Acre	
  in	
  Brazil,	
  Mai	
  Ndombe	
  in	
  the	
  
Democratic	
  Republic	
  of	
  the	
  Congo	
  and	
  others)	
  and	
  private	
  sector	
  entities	
  (such	
  as	
  the	
  
Verified	
  Carbon	
  Standard,	
  TerraGlobal	
  Capital,	
  Scientific	
  Certification	
  Systems	
  and	
  
Wildlife	
  Works)	
  have	
  taken	
  this	
  cue	
  and	
  have	
  carried	
  out	
  sustained	
  efforts	
  and	
  invested	
  
resources	
  in	
  developing	
  a	
  supply	
  of	
  REDD+	
  offsets	
  of	
  a	
  very	
  high	
  standard.	
  	
  Today,	
  many	
  
of	
  these	
  advanced	
  efforts	
  stand	
  at	
  a	
  crossroads.	
  	
  No	
  significant	
  compliance	
  offset	
  
market	
  has	
  yet	
  become	
  assured	
  for	
  these	
  REDD+	
  offsets.	
  	
  There	
  is	
  a	
  real	
  risk	
  of	
  
backsliding	
  -‐	
  much	
  could	
  be	
  lost	
  throughout	
  the	
  world's	
  tropical	
  forests	
  if	
  these	
  flagship	
  
REDD+	
  efforts	
  flounder	
  -‐	
  they	
  need	
  new	
  offset	
  markets	
  if	
  we	
  are	
  to	
  scale	
  REDD+	
  to	
  a	
  
level	
  needed	
  to	
  address	
  tropical	
  deforestation	
  on	
  a	
  global	
  climate	
  scale.	
  With	
  its	
  size	
  
and	
  years	
  of	
  prior	
  work	
  preparing	
  for	
  REDD+,	
  no	
  other	
  offset	
  market	
  is	
  better	
  placed	
  
than	
  California's	
  to	
  lead	
  the	
  way	
  and	
  propel	
  others	
  to	
  follow	
  suit,	
  enhancing	
  California's	
  
stature	
  globally.	
  	
  Strong	
  signals	
  now	
  by	
  California	
  will	
  help	
  ensure	
  that	
  today's	
  significant,	
  
high-‐standard,	
  carefully	
  nurtured	
  supply	
  of	
  REDD+	
  offsets	
  continues	
  to	
  exist	
  to	
  meet	
  
California	
  demand	
  for	
  the	
  Third	
  Compliance	
  period.	
  	
  Conversely,	
  additional	
  delays	
  risk	
  
pushing	
  this	
  very	
  supply	
  under,	
  and	
  would	
  see	
  California	
  abdicating	
  the	
  leadership	
  role	
  
it	
  has	
  been	
  playing	
  in	
  the	
  global	
  tropical	
  forests	
  and	
  REDD+	
  agendas.	
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4.	
  Wildlife	
  Works	
  also	
  urges	
  the	
  ARB	
  to	
  support	
  Jurisdictional	
  Nested	
  REDD+	
  programs,	
  
not	
  just	
  in	
  Acre	
  and	
  Chiapas,	
  but	
  elsewhere	
  that	
  critical	
  tropical	
  forest	
  jurisdictions	
  are	
  
designing	
  REDD+	
  programs	
  with	
  private	
  sector	
  REDD+	
  projects	
  nested	
  within	
  the	
  
programs.	
  
5.	
  California	
  is	
  home	
  to	
  some	
  of	
  the	
  most	
  innovative	
  private	
  sector	
  companies	
  operating	
  
in	
  the	
  REDD+	
  sector	
  internationally,	
  including	
  Terraglobal	
  Capital,	
  Scientific	
  Certification	
  
Systems	
  and	
  ourselves	
  Wildlife	
  Works	
  who	
  operate	
  two	
  large	
  REDD+	
  projects	
  in	
  Africa,	
  
and	
  ARB’s	
  support	
  for	
  REDD+	
  will	
  create	
  more	
  jobs	
  in	
  California,	
  and	
  further	
  reinforce	
  
California’s	
  leadership	
  in	
  this	
  sector.	
  
	
  
	
  
Thank	
  you	
  for	
  your	
  consideration	
  
	
  
Mike	
  Korchinsky	
  
President	
  
Wildlife	
  Works	
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  Change	
  	
  

IPCCA	
  

Indigenous	
  People’s	
  Biocultural	
  Climate	
  Change	
  Assessment	
  Initiative	
  

IPPFCC	
  

Indigenous	
  Peoples’	
  Partnership	
  on	
  Forest	
  Climate	
  Change	
  

IWGIA	
  

Indigenous	
  Working	
  Group	
  for	
  Indigenous	
  Affairs	
  	
  

JI	
  

Joint	
  Implementation	
  	
  

LCDS	
  

Low	
  Carbon	
  Development	
  Strategy	
  	
  

MAE	
  

Ministerio	
  del	
  Ambiente	
  de	
  Ecuador	
  	
  
Ministry	
  of	
  the	
  Environment	
  of	
  Ecuador	
  

MRV	
  

Measurement,	
  Reporting	
  and	
  Verification	
  

MoU	
  

Memorandum	
  of	
  Understanding	
  

NGO	
  

Non-‐Governmental	
  Organization	
  

OCBR	
  

Órgano	
  de	
  Coordinación	
  de	
  Bosques	
  y	
  REDD+	
  
Coordinating	
  Body	
  for	
  Forests	
  and	
  REDD+,	
  Peru	
  

PES	
  

Payments	
  for	
  Ecosystem	
  Services	
  	
  

PFM	
  

Participatory	
  Forest	
  Management	
  

R-‐PP	
  

Readiness	
  Preparation	
  Proposal	
  

RED	
  

Reducing	
  Emissions	
  from	
  Deforestation	
  

REDD+	
  

Reducing	
  Emissions	
  from	
  Deforestation	
  and	
  forest	
  Degradation	
  

SBSTA	
  

Subsidiary	
  Body	
  for	
  Scientific	
  and	
  Technological	
  Advice	
  

SEMARNAT	
  

Secretaría	
  del	
  Medio	
  Ambiente	
  y	
  Recursos	
  Naturales	
  
Secretariat	
  of	
  Environment	
  and	
  Natural	
  Resources,	
  Mexico	
  

SES	
  

Social	
  and	
  Environmental	
  Standards	
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SISA	
  

System	
  of	
  Incentives	
  for	
  Environmental	
  Services	
  

UN	
  

United	
  Nations	
  

UNDP	
  

United	
  Nations	
  Development	
  Program	
  

UNDRIP	
  

United	
  Nations	
  Declaration	
  on	
  Rights	
  of	
  Indigenous	
  Peoples	
  

UNEP	
  

United	
  Nations	
  Environment	
  Program	
  

UNFCCC	
  

United	
  Nations	
  Framework	
  Convention	
  on	
  Climate	
  Change	
  

UNPFII	
  

United	
  Nations	
  Permanent	
  Forum	
  on	
  Indigenous	
  Issues	
  

USAID	
  

United	
  States	
  Agency	
  for	
  International	
  Development	
  

VCS	
  

Verified	
  Carbon	
  Standard	
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Executive summary
REDD+ stands for Reducing Emissions from Deforestation and forest Degradation in
developing countries (REDD) and includes conservation, sustainable forest management and
the enhancement of carbon stocks (the +). An international initiative negotiated under the
United Nations Framework Convention on Climate Change (UNFCCC), REDD+ has been
proposed as a central strategy for mitigating climate change in forests. While advocates
highlight the cost effectiveness and social and ecological co-benefits that can be generated
through REDD+, many indigenous and forest dependent groups have expressed concerns
about the potential effects of projects on their access to land and resources. This report
identifies key issues facing indigenous and forest-dependent communities with respect to
REDD, and is based on existing academic literature and more current reports by NGOs and
indigenous organizations. We first lay out a brief history of REDD+, interrogate its key
assumptions, and discuss major issues of concern. We then discuss REDD+ as it relates to
indigenous peoples and forest-dependent communities. This is followed by a series of case
studies of developing countries participating in REDD+. We conclude with a discussion of
the principal elements for an alternative vision for REDD+ that takes seriously the rights of
indigenous peoples.

History and Central Issues
REDD+ is a concept in flux that has evolved over time from 2005 when the Coalition of
Rainforest Nations first proposed RED (Reducing Emissions from Deforestation) in
developing countries to the most recent agreements on REDD+ articulated in the Warsaw
Framework (COP 19).
REDD+ has made some progress through discussions and
agreements around safeguards, financing and Measurement, Reporting and Verification
(MRV). However, to date, there are important questions about finance, co-benefits and land
tenure that have yet to be resolved. In addition, the language on safeguards intended to
protect forest-dependent communities remains weak.
With regards to finance, it is widely agreed that massive funding will be required to catalyze
and sustain REDD. However, to date, the amount of funds pledged and disbursed has been far
below the annual $5-10 billion some scholars argue is necessary to establish a successful
REDD program. Drawing on the work of numerous scholars,1 we recommend a carbon tax as
the main finance mechanism for a climate fund. The carbon tax need not be severely
regressive if a portion of the tax revenue is returned to the public in order to offset the cost.
Although carbon taxes have historically been considered politically unfeasible, the urgency of
climate change action has caused policymakers to reevaluate the value in this approach. The
International Monetary Fund (IMF) Managing Director, Christine Lagarde, for example, has
argued in favor of a carbon tax to accelerate emissions reductions and fund mitigation
activities2.
The governance of REDD+ has been complex due to the difficulty of harmonizing the
1
2

Andrew, 2008; Hsu & Bauman, 2012; Nordhaus, 2008
Volcovici, 2014
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different perspectives on forest management across scales and contexts. While local common
property arrangements have demonstrated widespread success in forest management, the
emphasis on the national administration of forests has led to some concerns regarding the
recentralization of forest governance3 and the potential of state-led “green”	
   land grabs for
REDD+.4
Another important area of debate in REDD+ concerns the techniques to measure, monitor,
report, and verify not only the amount of carbon sequestered through avoided deforestation
and forest enhancement activities, but also the co-benefits generated through REDD+ or what
are also known as the “non-carbon”	
  aspects of REDD+. However, MRV has largely focused
on the monitoring of carbon over the social and ecological dimensions, which are particularly
important to indigenous and forest-dependent communities.
Standards and safeguards have been established to ensure quality and credibility of carbon
offsets on the Clean Development Mechanism (CDM) and voluntary carbon markets, and
include carbon, social and ecological project aspects. The REDD+ Social and Environmental
Standards (REDD+SES) were recently developed by a consortium of stakeholders including
national and subnational governments in Latin America, Asia and Africa to evaluate noncarbon and co-benefit dimensions of REDD projects and to monitor and report on safeguards.
It aims to ensure the rights of local communities and indigenous peoples. However, based on
the experience with other co-benefit standards (such as Climate, Community & Biodiversity
Standards), there is concern that the REDD+SES will be insufficient to adequately protect the
rights of indigenous peoples.
A critically important issue for indigenous peoples concerns land, specifically how REDD
will affect land tenure and access to forest resources. REDD+ has illuminated the lack of
clear and formalized forest tenure in many developing countries, and it is uncertain how
REDD will intersect with land conflicts and disputes. The Indigenous Peoples’	
  Partnership on
Forests and Climate Change (IPPFCC) has stated that the failure of states to recognize
indigenous peoples’	
  territories and resources not only violates their most basic rights, but also
represents the “major source of conflicts between indigenous peoples and the state.” 5
However, if carried out effectively, REDD+ could become an important vehicle for resolving
pending land claims and obtaining formal state recognition of indigenous peoples.

Key Assumptions of REDD+
There are several key assumptions associated with REDD+ regarding cost efficiency, drivers
of deforestation and delivery of co-benefits.
1. The first assumption suggests that REDD+ is a highly cost-effective strategy for
carbon reductions. However, once opportunity costs and costs of MRV and
institutional arrangements of forest governance are included, REDD has proven to be
quite expensive to implement. Furthermore, only financial costs are included in
3

Pokorny, Scholz, & Jong, 2013
Di Gregorio et al., 2013
5
Riamit & Tauli-Corpuz, 2012, p. 13
4

Comment Overview

8

Navigate to Table of Contents

INDIGENOUS PEOPLES AND REDD+: A CRITICAL PERSPECTIVE

project calculations. The social, cultural and spiritual values of forests are largely
ignored.
2. The second assumption suggests that REDD+ will have a significant impact on
climate change through the reduction of deforestation and forest degradation. This
assumption is challenged on the basis that REDD may be exchanged on an offset
market where reductions in forests are traded for continued emissions from industrial
sectors in the Global North. In addition, there are valid concerns that REDD fails to
address the main drivers of deforestation and forest degradation, such as large-scale
commercial agriculture, cattle ranching and timber harvesting.
3. The third assumption suggests that REDD can achieve both market efficiency as well
as sustainable development and local co-benefits. However, scholars have identified
fundamental tradeoffs between market efficiency and sustainable development, with
the former (market efficiency) consistently receiving priority 6 . While some
researchers argue that carbon forestry projects under common property arrangements
can lead to greater local benefits, 7 empirical studies have demonstrated that the
presence of carbon markets can weaken the institutional social controls communities
use to manage forest commons, thereby compromising the effectiveness of collective
action.8

Indigenous Concerns
In this report, we also discuss critical issues specifically pertaining to indigenous peoples in
relation to REDD+. Issues raised in the literature or in reports by indigenous groups include:
risks of exclusion from forests and restrictions on resource access; the form and distribution
of benefits; the establishment of effective safeguards; meaningful participation; and
fundamental concerns over the commodification of nature. Indigenous peoples have
participated in international negotiations as a means to influence the direction and scope of
REDD and to ensure indigenous rights are respected and secured. Furthermore, the practices
and traditional ecological knowledge of indigenous peoples may provide guidance on REDD,
not simply as a mitigation and adaptation strategy, but also as a long-term sustainable landuse plan. Finally, many indigenous peoples have expressed concerns about the ways in which
carbon markets commodify nature. A market-based view prioritizes cost-effective strategies
and the commodification of ecological services, thereby utilizing the same economic tools
and logic that arguably constitute the underlying source of the climate change problem. The
failure of many projects based on market logic suggest a need to consider a radically different
approach if we are to effectively and equitably tackle climate change. The concept of Buen
Vivir (literally “good living”) offers an important perspective for reimagining and creating a
new vision for development driven not by capital accumulation but by a deep understanding
of the interrelationships between humans and nature. Furthermore, this indigenous biocultural and ecosystems approach emphasizes respect for human rights, ecological integrity,
and the generation of non-carbon benefits over cost concerns.

6

Olsen, 2007
Chhatre & Agrawal, 2009
8
Brown & Corbera, 2003; Osborne, in review
7
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Country Profiles
Following the discussion of indigenous peoples’ concerns related to REDD, we present seven
case study profiles of countries involved in various stages of REDD+. The cases presented
include Mexico, Indonesia, Guyana, Peru, Ecuador, Tanzania, and Brazil. Each one reflects a
unique context for indigenous people’s relationship to REDD. For each case, we provide the
country background with respect to REDD, challenges to implementation, and issues
particular to indigenous communities.

Approaches for an Alternative REDD+ Vision
In the last section we discuss central components of an alternative vision for REDD.
Elements include collective action, a rights-based approach, a biocultural approach, and a
non-market approach.
Collective action: Research on collective action has demonstrated that communities can
successfully manage common pool resources such as forests provided a number of design
principles are in place. Elinor Ostrom, winner of the Nobel Prize in Economics in 2009,
identified 8 design principles critical for the success of common property resource
management9. They include:
Boundaries	
  –	
  Boundaries should be clearly defined and recognized.
Proportionality	
  –	
  Costs of management should be proportional to the benefits.
Collective choice	
  –	
  Rules should be made by the resource users themselves.
Monitoring –	
  A system must be in place to track people’s behaviors.
Sanctions	
  –	
  Individuals who break established rules must face consequences.
Conflict resolution mechanisms	
  –	
  Conflict between users should be resolved.
Recognition of rights to organize	
   –	
   Communities must have sufficient
autonomy to make decisions apart from non-local authorities.
8. Nested Enterprises	
   –	
   Nesting of institutions demonstrates that all levels of
governance have an important and legitimate role to play.
1.
2.
3.
4.
5.
6.
7.

In relation to REDD, a collective action approach suggests that in cases where communities
have demonstrated the ability to successfully manage forest systems, they should be given the
right to continue their unique forms of governance without interference from non-local users.
Rights-based approach: According to numerous indigenous reports and academic studies, the
United Nations Declaration on the Rights of Indigenous Peoples (UNDRIP) should guide all
aspects of REDD and inform safeguard policies. Indigenous peoples have a right to
participate in REDD and/or carbon markets (if they so choose), but through FPIC (‘Free prior
and informed consent’), they also have a right to be fully informed and to oppose
participation altogether. For indigenous peoples, human rights are directly related to territory.
Therefore, recognizing indigenous rights to territory and resolving land tenure conflicts
should be a prerequisite for participation in REDD.

9

Ostrom, 1990
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Biocultural approach: Also critical to an indigenous REDD is an ecosystem-based,
biocultural approach. This approach highlights the relationship indigenous peoples have with
their environments and the wealth of traditional ecological knowledge they have acquired
over generations. It also reflects a dynamic and dialectical relationship between people and
the environment. In addition, a biocultural approach is ecosystem-based rather than marketbased10. Forests are recognized for their social, cultural, economic and spiritual values that
cannot be adequately represented in monetary terms alone.
Non-market approach: A non-market approach to REDD recognizes the multiple values of
forests beyond their economic and carbon values. This approach also questions the use of
global carbon markets as the main financial mechanism for guiding the management of forest
ecosystems. It highlights concerns about the commodification of land and forests, which can
result in the loss of indigenous sovereignty over their territory and/or reduced access to forest
resources. Although the finance mechanisms for REDD have yet to be formally decided, the
market model has acquired significant traction in international and national arenas. Nearly all
mitigation strategies reflect an orientation to the market, as seen in the flexibility mechanisms
of the UNFCCC, the carbon market approach of the World Bank’s Forest Carbon Partnership
Facility (FCPF), and the standardization of MRV and rigorous carbon calculations in REDDreadiness activities consistent with requirements for a future market.11 Therefore, a nonmarket approach would not include carbon markets as the main financial mechanism for
REDD.
Instead we suggest economy-wide carbon taxes in industrialized countries, the revenue of
which could provide support for the UN Green Climate Fund. A portion of this fund
(equivalent to the percentage of emissions from deforestation and degradation) could go
toward REDD+ activities. The Ad hoc Working Group for Long-Term Cooperative Action
(AWG-LCA) under the UNFCCC in 2009 proposed establishing a REDD+ window within
the Green Climate Fund to support and finance all phases of REDD+, and is advocated by
numerous environmental groups such as Greenpeace.

Conclusion
This report clearly calls into question the use of market mechanisms for delivering important
conservation and community development co-benefits. The gravity of climate change and itʼs
deep interconnection with capitalism (Klein 201412) demands radical shifts in our current
market-oriented approaches. In the short term, we propose a carbon tax that would support a
fund for successful policies and efforts that reduce and avoid forest-based emissions. In the
long term, we ultimately need to work toward imagining a different future, one based on a
new paradigm, which foregrounds ideas of collective action, indigenous rights and
bioculturalism, and prioritizes the needs of communities over the requirements of the market.
An indigenous, bio-cultural approach does just that, and must be incorporated into the design
of any just and effective climate change mitigation strategy for forests.	
  
10

IPCCA, 2013
Riamit & Tauli-Corpuz, 2012
12
Klein 2014
11
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1. History and Central Issues

Introduction
Increasing carbon emissions and devastating impacts of climate change around the world
have galvanized the international community to take action. One climate change mitigation
strategy receiving significant attention is REDD+. An international initiative negotiated under
the United Nations Framework Convention on Climate Change (UNFCCC), REDD+
provides financial incentives to governments and landowners in developing countries to
reduce carbon emissions in forest systems. REDD+ stands for Reducing Emissions from
Deforestation and forest Degradation in developing countries (REDD) and includes
conservation, sustainable forest management and the enhancement of carbon stocks (the +).
As emissions from forest loss and degradation have represented as much as 17% of global
greenhouse gas (GHG) emissions13, sustainable management of forest ecosystems can play a
significant role in mitigating climate change.
REDD+ represents the first attempt to formally integrate avoided deforestation into
international climate change efforts. Although initially considered in the negotiation of the
Kyoto Protocol, avoided deforestation was eventually removed from this effort due to
technical, institutional and social challenges. As a result, the Kyoto Protocol’s Clean
13

IPCCA 2007, Agrawal, Nepstad, & Chhatre, 2011
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Development Mechanism14 was constrained to afforestation and reforestation activities and in
effect failed to address the root causes of deforestation. Given the seriousness of climate
change and the contribution of forest loss to global emissions, proponents have been keen to
advance the REDD+ initiative. However, REDD+ has been highly controversial, particularly
for indigenous and forest-dependent communities concerned about the potential impacts of
carbon forest activities on their land rights, livelihood practices, and access to resources, as
well as how equitably the benefits of REDD+ might be distributed among stakeholders. We
argue that at the heart of the REDD+ debate are fundamental differences between indigenous
worldviews and the commodification of nature. This report grapples with these contradictions
and attempts to identify potential avenues for the effective and equitable reduction of carbon
emissions in forest ecosystems on which indigenous and forest-dependent communities rely.
This report identifies key issues associated with REDD+ as they relate to indigenous and
forest-dependent communities. In this first section, we will first provide a brief history of
REDD+, and discuss major issues of concern. In section 2, we then interrogate key
assumptions of REDD+. We will then discuss REDD+ as it relates to indigenous peoples and
forest-dependent communities in section 3. This will be followed by a series of case studies
profiles featuring developing countries involved in REDD+. In section 5, we will conclude
with a discussion of the principal elements for an alternative vision for REDD+ that takes
seriously the rights of indigenous peoples.

Brief History and Central REDD+ Issues
In light of challenges within past climate negotiations regarding avoided deforestation,
REDD+ has evolved to accommodate a broad range of interests across the Global North and
South. In 1992, the UN Framework Convention on Climate Change (UNFCCC) recognized
the importance of terrestrial and marine ecosystems as sinks and reservoirs of carbon and
promoted sequestration and conservation in forests as a mitigation strategy for climate
change. Nonetheless, avoided deforestation, along with the role of developing countries in
climate change mitigation, proved to be a highly contentious issue that nearly led to the
collapse of the Kyoto negotiations.15 In the end, avoided deforestation was excluded from the
Kyoto Protocol primarily due to technical concerns over additionality 16 , leakage 17 ,
permanence18 and the challenges of measuring forest carbon. These technical issues, along
with the higher than anticipated transactions costs associated with the afforestation and
reforestation activities permissible under the CDM, have resulted in the small percentage

14

The Clean Development Mechanism (CDM) is a flexibility mechanism that allows industrialized countries to
reduce a portion of their emissions in the developing world through project-based activities.
15
Pistorius, 2012
16
Additionality signifies the degree to which emission reductions are additional and would not have occurred in
the absence of the carbon offset project.
17
According to the IPCC, leakage “refers to the situation in which a carbon sequestration activity (e.g., tree
planting) on one piece of land inadvertently, directly or indirectly, triggers an activity which, in whole or part,
counteracts the carbon effects of the initial activity” (Metz et al. 2001 pg. 331).
18
In the Land use, Land-use Change and Forestry report, the IPCC defines permanence as “The longevity of a
carbon pool and the stability of its stocks, given the management and disturbance environment in which it
occurs” (Watson 2000, pg. 20).
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(less than 1%) of forest projects registered under the CDM.19 As avoided deforestation
remains excluded from the CDM, these projects have been largely implemented through the
much smaller voluntary market.
Avoided deforestation gained traction in 2005 due to growing recognition of the contribution
of deforestation and forest degradation to global carbon emissions and the assumed costeffectiveness of forest-based activities.20 In 2005, Reducing Emissions from Deforestation
(RED) was formally introduced at the 11th Conference of the Parties (COP 11) in Montreal by
the Coalition for Rainforest Nations (Papua New Guinea, Costa Rica, and 8 other countries).
They proposed using a compensated reduction approach, which involves providing
performance-based payments that reward countries and landowners for reducing deforestation
and increasing forest carbon. This proposal received broad-based support from countries at
the COP because it was perceived as a flexible and cost-effective approach that would allow
developing countries to participate voluntarily without hindering their economic growth.21
RED was also recognized for its potential to provide social and ecological co-benefits such as
sustainable development for indigenous and forest-dependent communities, as well as
biodiversity and hydrological benefits. Although the initial RED proposal had no mention of
indigenous peoples’	
   rights, 22 it was generally seen as a “triple win”	
   for climate, local
communities and biodiversity.23
At COP-13 in 2007, following recommendations from proposals and workshops carried out
over the previous two years, forest degradation (adding the second ‘D’ to REDD) was
formally introduced in the Bali Action Plan. This plan also recognized the role of
conservation, sustainable management of forests and enhancement of forest carbon stocks24.
A year later at COP 14 in Poznan, the plus was officially incorporated to represent these
additional activities and the need for a more inclusive REDD.
Although COP-15 in Copenhagen was widely considered a failure, the Copenhagen Accords
acknowledged the importance of REDD+ for climate change mitigation and emphasized the
necessity for “substantial finance”	
   from developed countries for REDD+ activities. The
Copenhagen Green Climate Fund and the carbon market were both proposed as potential
funding sources for REDD+. Despite extensive discussions of the need to provide substantial
financing for REDD+, disagreements among party members produced low levels of funding
commitment at the international level and resulted in an emphasis on national strategies
supported through bilateral and multi-lateral funds.25

19

Thomas et al., 2010
Hiraldo & Tanner, 2011
21
Pistorius, 2012
22
Wallbott, 2014
23
Pistorius, 2012
24
Hiraldo & Tanner, 2011
25
Pistorius 2012
20
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While the draft emerging from the Ad Hoc Working Group on Long-Term Cooperative
Action26 (AWG-LCA) at Copenhagen addressed safeguards27, it used vague language to
define the safeguards along with merely a ‘request that safeguards be supported. 28	
  	
  
Safeguards in REDD+ are meant to address issues of transparency, national sovereignty,
respect for the rights and knowledge of indigenous peoples (in accordance with the United
Nations Declaration on the Rights of Indigenous Peoples), and include activities that enhance
environmental and social benefits.
Although continuing to move away from a unified global mechanism, REDD+ was at the
center of COP 16 discussions between governments, the private sector and civil society
NGOs, where both bilateral and multilateral REDD+ processes outside of the UNFCCC were
legitimized. The COP 16 meeting produced the Cancun Agreements, which aimed to address
the drivers of deforestation, developed procedures for REDD Readiness29 and determined a
three-phase approach30 to prepare developing countries for REDD+. Although social and
environmental safeguards were discussed and agreed upon, much of the language on
safeguards in the Cancun Agreements remained weak, and the specific section on safeguards
was included only as an Annex, much to the dismay of many NGO and indigenous observers.
The Green Climate Fund was also established at COP 16. The following year at COP 17 in
Durban, a governing structure for the fund was decided. The Green Climate Fund aims to
raise US$ 100 billion per year by 2020 for mitigation and adaptation efforts in the developing
world. To date, only a fraction of this amount has been pledged and there is uncertainty about
how the fund will secure long-term support.
Negotiations during COP18 held in Doha, Qatar, in 2010 were expected to tackle unresolved
issues around safeguards, MRV, indigenous peoples’ rights and non-carbon benefits.
However, there were no formal decisions made in these key areas. This led groups such as the
Forest Peoples’	
   Program to call the outcomes of COP 18 “disappointing for indigenous
peoples”31 due to negotiators inability to reach decisions on REDD in general and clarify
issues related to indigenous peoples more specifically.

26

The UN-REDD approach has two parallel working tracks: 1) The SBSTA works on long-term methodological
issues and 2) The Ad Hoc Working Group on Long-term Cooperative Action (AWG-LCA) initiates
consideration of policy approaches and positive incentives related to REDD (Wallbott, 2014).
27
“Safeguards” refers to precautionary procedures that ensure REDD+ activities do not negatively impact
people or the environment.
28
UNFCCC 2009. Ad Hoc Working Group on Long-Term Cooperative Action under the Convention. Eighth
session. Copenhagen, 7-15 December 2009.
29
Elements of REDD Readiness include 1) A national REDD+ strategy or plan; 2) a national reference level
where countries define a baseline for emissions from deforestation and degradation against which future
emission reductions will be measured and compensated; and 3) a forest monitoring, reporting and verification
system for carbon stores, as well as methods for measuring compliance with REDD+ safeguard requirements.
30
The three-phases of REDD+ based on the Cancun Agreement include 1) REDD-Readiness to build
institutional capacity within countries, 2) the establishment of finance mechanisms to access funding, and 3) the
receipt of performance based funding.
31
Forest Peoples’ Program, 2013
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Perhaps the most concrete accomplishment to emerge from COP19 was the Warsaw
Framework, a package of seven decisions related to REDD+ that builds on the Cancun
Agreements. While the Warsaw Framework included firm agreements on results-based
finance, establishing baselines, technical points for MRV, and safeguards, it draws on
similarly weak legal language as in previous REDD documents by only ‘encouraging’ parties
to take actions to address the drivers of deforestation 32 . Finance for REDD+ received
significant attention at Warsaw, and both market and non-market mechanisms (including the
Green Climate Fund) were deemed legitimate forms of finance. In this vein, with support
from Norway, the UK and US, the $280 million BioCarbon Fund Initiative for Sustainable
Forest Landscapes was launched, which is a fund managed by the World Bank to reduce
agriculture-driven deforestation. This fund aims to incentivize land use change based on an
integrated landscape approach that simultaneously addresses deforestation, agriculture, and
sustainable development. 33 Nonetheless, while some interpret the Warsaw Conference
agreements as a positive indicator that REDD+ is receiving broad international support34,
others note that the COP agreements are still overrun with vague commitments from
developed countries while developing countries are required to fulfill an ever-growing list of
obligations in order to receive climate finance35. In other words, REDD+ is still fraught with
scientific, technical, economic and political challenges.36 In addition, although COP19 led to
an agreement that REDD+ require “adequate and predictable payment,”37 it did not provide a
definitive answer regarding who will finance REDD over the long-term and how, if left to the
carbon market, payments will be stabilized in spite of the constant fluctuations of carbon
prices.38
In addition to questions of finance, issues of REDD+ governance, land tenure, and MRV are
among the most challenging issues for forest dependent and indigenous peoples. We discuss
these issues in greater detail below. Future COP meetings will need to address these concerns
if REDD+ is to move forward in an effective and equitable way. This report draws on
existing research on REDD+ and presents key concerns in order to assist interested parties in
the design of an alternative vision for REDD+ that takes seriously the concerns of forest
dependent and indigenous communities.

REDD+ Finance
It is widely acknowledged that massive funding will be needed to catalyze and sustain
adequate payments for REDD+ into the future.39 Along with other studies, the Stern Review
on the Economics of Climate Change concludes that between US $17 billion and $33 billion
will be required on an annual basis in order to halve carbon emissions from forests by the
32

UNFCCC 2013. Warsaw Framework for REDD-plus. COP 19.
Leonard, 2013
34
Code REDD, 2012
35
Visseren-Hamakers et al., 2012; Wallbott, 2014
36
Leonard, 2013
37
Warsaw Framework: Work programme on results-based finance to progress the full implementation of the
activities referred to in decision 1/CP.16, paragraph 70. 2013
38
Lang, 2013g
39
Pokorny et al., 2013; Rival, 2013; Seymour & Angelsen, 2012
33
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year 2030. Grieg-Gran suggests a minimum of US$5 - $10 billion annually is necessary to
significantly reduce emissions from deforestation.40 However, to date, the REDD+ funds
pledged for the period 2006-2018 amount to only US$6.9 billion total (US$530 million/year),
indicating a drastic shortfall in REDD+ funding.41
The future financing mechanisms for REDD+ have been the subject of intense debate in
international climate negotiations and are yet to be formally determined. While both market
and non-market (e.g. designated funds) mechanisms are being considered for REDD+, market
mechanisms tend to be prioritized in international negotiations, particularly by Global North
countries. This lack of clarity regarding the source, amount and structure of REDD+
financing greatly destabilizes the long-term viability of REDD+ programs.
To date, most REDD+ funding available has been dedicated to REDD-Readiness and REDD
pilot activities. Between 2007-2012, US$2.78 billion was pledged through seven different
funds.42 Norway has led efforts to create financing for REDD+, contributing 58% of the
funds pledged thus far, followed by much lower pledges from the UK, Australia, and the
United States. Norway has also supported Brazil’s Amazon Fund, Guyana’s REDD+
Investment Fund for Low Carbon Development, and the UN-REDD fund to support National
REDD+ program development in 18 partner countries including Indonesia, Ecuador, the
Congo, and Tanzania. The World Bank’s Forest Carbon Partnership Facility (FCPF) has been
another important source of REDD+ funds and has approved 37 countries for readiness
funding.
In addition to these funds, in 2011 the Green Climate Fund was adopted under the UNFCCC.
Although the fund has yet to become operational, it aims to raise US$100 billion per year by
2020 from both public and private sources and is intended to become the primary multilateral
financing mechanism to support climate change adaptation and mitigation activities
(including REDD+) in developing countries.
While funds have provided the largest support for REDD+ to date, some actors suggest the
carbon market may be the most promising source of long-term REDD financing. Proponents
of this approach estimate the market could generate as much as US$50-120 billion of REDD
funding per year over the long term.43. The World Bank, which houses FCPF, has long
envisioned REDD+ as a market-based strategy. In a 2007 press release, World Bank senior
natural resources management specialist, Benoit Bosquet, an important figure in the
development of FCPF, revealed that “The facility’s ultimate goal is to jump-start a forest
carbon market that tips the economic balance in favor of conserving forests.”44. However, as
existing carbon markets have demonstrated, market-based financing could insert incredible
volatility and risk in the REDD+ approach. Not only do different carbon trading schemes
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produce substantially different prices for carbon45, but the market is also subject to dramatic
and unexpected fluctuations that can destabilize the long-term success of carbon sequestration
activities as a mitigation strategy. In 2013, for example, the European Union’s Emissions
Trading Scheme (EU ETS) carbon price collapsed to its lowest price ever to 2.63
Euros/tCO2e (US$ 3.59), thereby drastically undermining faith in a market-based approach to
carbon reductions (see Figure 1)46. Based on these earlier market failures, we argue that
leaving the fate of our climate to a volatile carbon market is too great a risk.

The carbon market is constituted by several compliance and voluntary markets, including the
European Union’s Emissions Trading Scheme (EU ETS), the Kyoto Protocol’s Clean
Development Mechanism (CDM) and Joint Implementation (JI) 47 mechanisms, and the
voluntary carbon market. In 2013, the value of the carbon market was estimated at US$53
billion dollars. The EU ETS is the largest carbon market and is dominated by emissions
trading, although it does allow the use of some offsets through the CDM or JI markets. To
date, carbon offsets from land use and forestry have not been included in the European
carbon market and have played only a small role in the CDM (less than 1%) due to their high
risks and transactions costs. For example, unresolved problems of carbon “leakage”	
  mean that
avoided deforestation activities may not produce verifiable emission reductions. Until these
45
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issues are resolved, it is unlikely that REDD+ credits will be traded within the EU ETS or the
CDM at any significant level.
Nevertheless, California’s carbon market (the second largest market after the EU ETS) is
likely to be a source of financing for REDD+. The sale of credits from sustainable forest
management in Californian forests has begun and may support REDD+ projects
internationally as early as 2015. Despite its volatility, the carbon market is still considered by
many financial institutions to be a highly lucrative arena for financial gain. Much of this gain
is derived not from direct sales of carbon credits, however, but through speculative activity.
The growing number of carbon exchanges, as well as various banks and commodity
exchanges, utilize derivatives and other speculative instruments to boost profits from carbon
trades. One environmental consultancy has argued that by 2030 the carbon market will be the
largest commodity market in the world –	
  with a value as high as US$2.5 trillion, equivalent to
the current market for oil.48 However, some question the effectiveness of such a market
mechanism if financial gains are primarily associated with speculative activities.
While the carbon market has demonstrated an ability to generate revenue, albeit unevenly,49
its effectiveness as a mechanism for reducing greenhouse gases, particularly in forests,
remains uncertain. In accordance with market logic, the carbon market seeks the least
expensive source of carbon available. Therefore, credits associated with weaker standards
such as the Verified Carbon Standard (VCS) are likely to expand as they fail to consider the
ecological and social co-benefits and are therefore able to offer cheaper carbon than those
regulated by higher comprehensive standards.50
Finance mechanisms such as levies and carbon taxes could be linked to existing markets or
funds. Some countries have proposed a tax or levy on carbon credits associated with the Joint
Implementation (JI) mechanism of the Kyoto Protocol, similar to the levy on Certified
Emissions Reductions (CERs) in the CDM. According to Corbera et al.51 “a levy of this kind
would depend on the existence of a sound long-term carbon market in order to produce a (to
some extent) predictable flow of funds.”	
   Other Parties have recommended a carbon tax on
energy-intensive commodities in industrialized counties to fund REDD+ activities. Although
carbon taxes have historically been considered politically unfeasible, International Monetary
Fund (IMF) Managing Director, Christine Lagarde, has recently heralded the importance of
implementing a carbon tax to accelerate emissions reduction and fund mitigation activities52.
Of these finance mechanisms, the carbon market continues to dominate in policy circles.
Even the proposal for a carbon levy on JI or the EU ETS would require the existence of a
robust carbon market. In addition, REDD+ Readiness carbon funds (e.g. World Bank FPCF)
prepare developing countries for participation in possible future carbon markets. Some
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scholars 53 suggest that REDD+ Readiness funds should expand their focus beyond the
establishment of carbon storage and monitoring capabilities to include the development of
livelihood alternatives and governance mechanisms that foster greater forest conservation
independent of long-term financing. While livelihood alternatives are critical in certain
contexts, this argument can in some cases lay blame for deforestation at the hands of
smallholders, thereby ignoring evidence that the greatest threats to forests are often not
generated by forest dwellers themselves, but rather by insatiable and growing consumer
demands for beef, agricultural commodities, and timber across the world.54 In other words,
any attempt to reduce emissions from deforestation and degradation must also find ways to
address the root causes of these processes.
Due to the volatility of carbon markets, the uncertainty of emission reductions in forests, the
consistent prioritization of market efficiency over local co-benefits, and the market’s
penchant for lowest-cost land use activities (which are invariably subsistence land uses), we
argue that a carbon fund may provide a more effective and equitable mechanism to finance
REDD+ programs. Drawing on the work of numerous scholars,55 we recommend a carbon tax
as the primary finance mechanism for a climate fund. The carbon tax need not be severely
regressive if a portion of the tax revenue is returned to the public in order to offset the cost of
compliance.

Governance of REDD+
The environmental governance of forests has been defined as “a set of social norms and
political assumptions that will steer societies and organizations in a manner that shapes
collective decisions about the use and management of forest resources.”56 As the failure to
develop a robust convention on forests at the Rio Earth Summit demonstrates, the governance
of forests at the international level has long been a complex challenge. Researchers argue that
REDD+’s approach to forest governance presents “a particular framing of the problem of
climate change and its solutions that legitimizes certain tools, actors, and solutions while
marginalizing others”.57 Indeed, for REDD+ to function on a global scale requires not only
that the rules and techniques for addressing the drivers of deforestation be aligned from the
local to international level, but also that dramatically different value systems related to forests
be reconciled. Forests hold socio-economic, cultural, and spiritual importance for many
indigenous and forest-dependent communities. The approach to forest governance of these
groups is often radically different than forest governance by state or corporate actors.
Harmonizing forest governance at the national and subnational scales is fundamental to
securing long-term financing for REDD+. Cross-scale forest governance has been one of the
most complex challenges for REDD+ and remains one of the main priorities of REDD+
Readiness activities.
REDD+ is designed around a flow of incentive payments from the developed to the
53
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developing world conditional on proven emission reductions in forest ecosystems. As such,
REDD+ involves a complex network of actors and policies at the local, regional, national,
and international levels and includes an ever-expanding network of UNFCCC parties,
governmental organizations, NGOs, indigenous peoples’	
   organizations and civil society
groups. REDD+ Readiness funding has been heavily focused on developing the institutional
capacity, forest management policies, systematized land tenure, MRV mechanisms, legal
enforcement, and benefit-sharing agreements necessary to produce a coherent REDD+
approach.
To date, no single agency or organization has complete control over the design and
administration of REDD+ programs. As a result, REDD+ Readiness activities have been
carried out in a piecemeal fashion, with different funds focusing on different aspects of
REDD+. For example, while the UN-REDD program has concentrated more on the
development of MRV strategies, the World Bank’s FCPF has been more concerned with the
establishment of economic incentives and tools.58
REDD+ programs can be structured around a national, nested or jurisdictional59 approach,
with each presenting a different set of benefits and challenges. Many consider national
governments as critical to the success of REDD+ and suggest that the national approach
presents the greatest potential to effectively manage technical issues of leakage, permanence,
and MRV.60 Nonetheless, the emphasis on the national administration of forests has also led
to some concerns regarding the recentralization of forest governance61 and the potential of
state-led “green”	
  land grabs for REDD+.62

Measurement, Reporting and Verification (MRV)
Another important area of debate in REDD+ concerns techniques to measure, monitor, report,
and verify not only the amount of carbon sequestered through avoided deforestation and
forest enhancement activities, but also the co-benefits generated through REDD+ or what are
also known as the “non-carbon”	
  aspects of REDD+.
The 2010 Cancun Agreements call for a robust and transparent approach to monitoring,
verifying, and reporting of REDD+ activities. The technical challenges such as measuring
baselines, ensuring permanence and additionality, and preventing leakage were first raised
during Kyoto negotiations and the failure to resolve them eventually led to the ineligibility of
avoided deforestation in the Kyoto Protocol’s CDM. To demonstrate that REDD+ payments
are in fact producing emission reductions requires the establishment of a baseline calculation
of what carbon emissions would have occurred in the absence of REDD+. The difference
between expected carbon emissions from deforestation and what is achieved through REDD+
projects is referred to as “additionality.”
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The emphasis on additionality has been a contentious issue as it raises the question of
whether REDD+ should only award those who pose a present threat to forest conservation or
whether it should also compensate forest users who have actively conserved forests over
time. While some perceive the former as compensating the “criminals”	
   and penalizing the
good stewards, others view the latter as a source of “hot air”	
   that does not necessarily
generate additional emission reductions attributable to REDD+ programs. The hot air
argument is of course only a problem in the context of carbon offsets meant to be traded for
emissions elsewhere.
The establishment of a national baseline emission scenario is also deeply political and fraught
with risks of error. For example, countries with lower deforestation rates for baseline years
may receive lower REDD+ compensation than countries registering higher deforestation rates
in the same years. Similarly, higher deforestation projections in certain countries may allocate
excess emission allowances and produce another source of “hot air”	
   (i.e. count emission
reductions that may have occurred regardless of REDD+ due to, for example, diminishing
returns on deforesting harder to access forest areas).63
In order to sell carbon offsets, REDD+ requires technological innovations in remote sensing
and land use monitoring with a high level of accuracy. Once baseline emission scenarios have
been established, constant monitoring is required to ensure the permanence of carbon stores
and verify that carbon sequestered in one area does not generate new emissions in other
regions (leakage). For this reason, many REDD+ proponents advocate a national approach to
REDD+ that can more effectively monitor carbon permanence. Nonetheless, while this
REDD+ approach may account for leakage at a national level, it fails to monitor international
leakage in non-REDD areas.64 Many countries lack high-resolution maps of forest cover and
the expertise for long-term monitoring. However, satellite imagery is becoming increasingly
routine in countries like Brazil, India and Peru. LIDAR remote sensing and other
technologies allow for greater monitoring of carbon from above and may even allow other
sources of terrestrial carbon (e.g. soil) to be calculated in the future.65
One of the results of UNFCCC negotiations on REDD+ and the insistence on more
participatory involvement of stakeholders in all aspects of the REDD+ process has been the
gradual development of participatory and community forest monitoring systems. Although no
standardized monitoring approach exists, some researchers have designed simple approaches
for forest monitoring and are devising methodologies that can incorporate indigenous and
local peoples into this work.66 Nonetheless, REDD+ programs based on carbon units require
third party verification of carbon stores, thereby making the involvement of external
institutions necessary in forest governance processes.
Indigenous peoples (IPs) have been actively involved in negotiating REDD+ and many
63
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consider the implementation of participatory community monitoring and evaluation to be
integral to its success. Some indigenous partnerships, such as the Indigenous Peoples’	
  
Partnership on Forests and Climate Change (IPPFCC), have secured funding sources to
develop and compile indigenous perspectives on appropriate MRV practices. IPs have
expressed concern that the emphasis on developing MRV mechanisms for carbon storage has
reduced the attention given to developing other MRV techniques needed to ensure social,
economic, and governance safeguards are being met. In general, IPs’	
  perspective on MRV is
much broader and more holistic than a narrow carbon-based focus, and includes indicators
such as addressing co-benefits, land tenure, respect for human rights, gender, and the role of
traditional knowledge in forest management.

Standards for Forest Carbon and Co-Benefits
Standards have been established to ensure quality and credibility of carbon offsets on the
CDM and voluntary carbon markets. The majority of forestry-based carbon credits are
exchanged through the unregulated voluntary market where standards play a particularly
important role in relation to REDD+ not only in verifying emissions reductions but also by
defining and assessing safeguards.67
There are several private forest carbon standards that have already been or are likely to be
applied to REDD. Verified Carbon Standard (VCS) is the most widely used in the voluntary
carbon market, and in 2010 approved its first methodology for REDD+68. However, VCS has
failed to address social and environmental issues as it has been designed mainly for carbon
accounting and verification69. For this reason co-benefit standards have been developed to
address social and environmental impacts of carbon projects. Co-benefit standards such as the
Climate, Community and Biodiversity (CCB) Standard, Social Carbon, and Plan Vivo
evaluate social and ecological dimensions such as participation, respect of local community
rights (including UNDRIP in the case of CCB Standard), land tenure and equitable benefit
sharing.
Multilateral funding programs of the World Bank FCPF and UN-REDD have also initiated
their own standard and safeguard policies. The FCPF draws on a long history of safeguard
policies implemented to mitigate undue social and environmental harm from World Bank
funded development projects, thereby mitigating financial risk. While the Bank utilizes more
of a risk-based approach intended to protect carbon investments, the UN-REDD Programme
appears more committed to a rights-based approach, which prioritizes human rights over cost
concerns. With regards to indigenous rights, UN-REDD is more closely aligned with the
consent requirements under UNDRIP than is WB FCPF. However neither have a
standardized system by which to measure social outcomes70.
Like UN-REDD, the REDD+ Social and Environmental Standards (REDD+SES) draws
heavily on a rights-based approach. The REDD+SES process is distinct from the above
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private certification and multilateral schemes, in that it involves a collaboration of nongovernmental stakeholders together with national and subnational government representatives
in a range of REDD+ countries. The REDD+ SES do not account for or monitor carbon.
Instead, the process aims to develop standards that evaluate the non-carbon and co-benefit
aspects of REDD+ performance at national and subnational levels, and to develop
information systems to monitor and report on the implementation of safeguards. With regards
to indigenous peoples, these standards monitor issues related to indigenous land and resource
rights, benefit sharing, FPIC, livelihood security, conflict resolution, and compliance with
local and national laws, as well as international treaties, conventions and agreements.71 While
REDD+SES represent an important step toward the protection of indigenous rights under
REDD+, some argue that these standards may not be sufficiently effective or applied72.
In general, numerous studies document the failure of existing co-benefit standards to
effectively ensure FPIC, equitable benefit sharing, recognition of land and resource rights, or
provide adequate income73. In cases where land tenure was strengthened through the REDD+
process, carbon rights (i.e. the legal right to profit from sequestered carbon) were often
absent.74 Based on previous experiences with co-benefit standards, there is concern that the
REDD+SES may be similarly insufficient in protecting the rights of indigenous peoples.

Land Tenure and REDD+
A critically important issue for indigenous peoples is how REDD+ will affect land tenure and
access to forest resources. REDD+ has illuminated the lack of clear and formalized forest
tenure in many developing countries. To date, it is uncertain how REDD+ will intersect with
widespread land conflicts and disputes. This is a particularly important issue for indigenous
peoples who, according to the World Bank, safeguard approximately 80% of the planet’s
biodiversity within their traditional territories, yet legally have title to less than 11% of these
lands. 75 Indeed, the Indigenous Peoples’	
   Partnership on Forests and Climate Change
(IPPFCC) has stated that the failure of states to recognize indigenous peoples’	
  territories and
resources not only violates the most basic right of IPs, but also represents the “major source
of conflicts between indigenous peoples and the state.”76 If carried out effectively, REDD+
could become an important vehicle for resolving pending land claims and attaining formal
state recognition of indigenous peoples.
Proponents argue that prior to initiating REDD+, land tenure and carbon rights must be
clarified and competing land use claims resolved. A recent evaluation by CIFOR of 23
subnational REDD+ initiatives in six countries found that unclear and unstable tenure rights
and the disadvantageous economics of REDD+ are the two greatest challenges to advancing
REDD+.77 Not only are land tenure rights fundamental to ensuring clear responsibility over
71

De La Fuente & Hajjar, 2013
De La Fuente & Hajjar, 2013
73
Visseren-Hamakers et al., 2012; Wallbott, 2014, Thompson et al. 2011
74
Lawlor, Madeira, Blockhus, & Ganz, 2013)
75
World Bank, 2014
76
Riamit & Tauli-Corpuz, 2012, p. 13
77
Sunderlin et al., 2014
72

Comment Overview

24

Navigate to Table of Contents

INDIGENOUS PEOPLES AND REDD+: A CRITICAL PERSPECTIVE

forest protection, but they are also an integral component in determining who will receive and
benefit from REDD+ incentives.78 However, the process of clarifying tenure rights is deeply
political and can result in illegitimate land grabs, the exclusion of informal forest users, and
even accelerate land use change as formalized titles facilitate land sales.79
How land rights and forest governance arrangements are clarified will not only have an
impact on the relationships among forest users and government, but will also influence the
extent to which forests are protected. Past research on forest governance indicates that local
control of resources is often critical to their preservation. For example, in an analysis of 80
communally-managed forests, Chhatre and Agrawal80 found that both higher carbon storage
and greater livelihood benefits are associated not only with increased size of forest commons,
but also with the degree of rule-making autonomy the community has over the forest. The
authors found that government-owned forest commons were associated with a higher rate of
over-harvesting. This study suggests that REDD+ is likely to produce better results both in
terms of carbon storage and livelihood benefits if land ownership is in the hands of local
communities and incentives are provided to encourage people to avoid over-harvesting the
forest.81
Even in regions where forest ownership rights are established, the clarification of who owns
the carbon sequestered within the forest is another area of contention. Property rights do not
necessarily give the owner legal right to benefit from carbon sequestration. For example,
some Tanzanian officials suggest that the entire nation should benefit from REDD payments,
not just forest owners.82 Clarifying land and carbon rights therefore presents one of the most
significant governance challenges for the successful and just implementation of REDD+.

Conclusion
In sum, REDD+ raises many of the same questions that have been encountered in other
‘sustainable development’	
   initiatives. Scholars insist that these issues must be adequately
addressed within REDD+ in order to avoid repeating past failures. 83 Furthermore,
interrogating the fundamental assumptions underlying REDD+ is useful for understanding the
possibilities and limits for an alternative approach that is more sensitive to the needs
articulated by indigenous peoples.
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2. Key Assumptions of REDD+

There are several key assumptions associated with REDD+ that merit careful interrogation.
These include issues associated with cost efficiency, drivers of deforestation, delivery of cobenefits, and tradeoffs between market efficiency and sustainable development. These will be
discussed in some detail below, however, it is worth noting the more fundamental assumption
behind REDD+. While non-carbon benefits and the social, ecological, cultural, and spiritual
values of forest ecosystems are certainly acknowledged, decisions made at international
meetings and actions taken by policymakers repeatedly prioritize the economic value of
forests. This is likely to be exacerbated should the carbon market become the primary finance
mechanism for REDD+. Understanding these assumptions is crucial as they guide policy and
action on multiple scales. In this section we interrogate specific assumptions and discuss
central concerns raised in existing literature.

Assumption 1: Cost Efficiency of REDD+
The development of REDD+ has been propelled by the assumption that carbon reductions
from deforestation and degradation present a low-cost strategy for climate change abatement.
According to the Stern Review, “Curbing deforestation is a highly cost-effective way of

Comment Overview

26

Navigate to Table of Contents

INDIGENOUS PEOPLES AND REDD+: A CRITICAL PERSPECTIVE

reducing greenhouse gas emissions and has the potential to offer significant reductions fairly
quickly”.84 This is largely based on the presumption that with the exception of monitoring,
avoided deforestation does not require the costly technology necessary for other mitigation
options such as renewable energy infrastructure, alternative fuels, or large-scale geoengineering projects. In addition, proponents assume that REDD+ payments can adequately
compensate forest users for the opportunity costs of foregone land uses. However, the costs
of REDD+ have proven difficult to estimate and can vary greatly depending on the local and
regional contexts in which REDD programs are established.85
Most evaluations of cost effectiveness are based on opportunity costs, which represent the
monetary value of forgone land uses necessary to implement REDD+. Estimates often focus
solely on the value of lost commercial activities required for REDD+, thereby ignoring both
the non-market forest values important to many indigenous communities and the informal
economic activities operating in forest regions.86 By some estimates, carbon sequestration
activities may be able to compete with the opportunity costs of many commercial activities,
including high-value plantation crops or cattle-ranching.87 However, the potential cost of
carbon conservation varies tremendously across studies and hinges predominantly on how
shifting commodity prices compare to fluctuating market prices for carbon. Increases in
international prices for commodities such as timber, soy, beef, or gold affect people’s
incentives to cut-down or preserve their forests. 88 For example, although the Brazilian
Amazon reported significant reductions (> 40%) in deforestation rates in 2006, researchers
attribute much of this to the diminishing returns on the conversion of forest to soy and cattle
production during that time.89 Increasing global demands for food, fiber, fodder, and fuel as
the population increases and consumer tastes evolve, present a formidable challenge to
REDD+’s ability to guarantee long-term protection of coveted forestlands over the long-term.
Furthermore, REDD+ has proven to be quite expensive when other costs beyond the
opportunity costs are considered. The financial viability of any REDD+ approach must
consider at least three principal costs: 1) forest governance and institutional arrangements; 2)
measurement, reporting and verification (MRV); and 3) the opportunity costs of foregone
forest use. In order to participate in REDD+, developing countries often have to dramatically
reconfigure their approach to forest governance at multiple levels, including the
establishment of new governing institutions and the formalization of land titles. According to
Agrawal et al., contrary to expectations, the costs of the changes required to make forest
governance “amenable to market-based mechanisms and/or intergovernmental transfers”	
   in
REDD pilot programs and other forest-based mitigation projects have been quite expensive 90.
In addition, establishing baselines and monitoring forest changes for REDD+ requires costly
technological expertise and innovations in remote sensing and carbon measurements. 91
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Overall, the costs of implementing REDD+ can be quite high and vary by scale, institutional
capacity, monitoring requirements, the administration of payments, and the degree to which
standards are followed and safeguards incorporated.

Assumption #2: REDD will have a significant impact on climate change
through the reduction of deforestation and forest degradation
The second assumption suggests that REDD+ will have a significant impact on climate
change through the reduction of deforestation and forest degradation. This might be a
reasonable assumption if REDD operates outside of an offset market where emission
reductions in forests are traded for continued emissions from industrial sectors in the Global
North, technical issues (additionality, leakage, permanence) are resolved, and if it targets the
main drivers of deforestation and forest degradation. However, these criteria remain
uncertain.
Land use change has historically represented a significant portion of carbon emissions.
Averaged over the last 150 years, land use change has been responsible for approximately
33% of carbon emissions.92 Throughout the 1980s and 1990s, this percentage hovered closer
to 20% of total carbon emissions.93 Although emissions from land use change have remained
relatively stable over time, the rapid increase in fossil fuel emissions globally has lessened the
relative contribution from deforestation and forest degradation. Between 2000 and 2010, total
carbon emissions from land use change has been closer to 11%.94 This has led some scholars
to question the role of REDD+ in significantly mitigating the threat of climate change.
Instead, they argue that REDD+ should be used solely as a temporary solution, and that the
only permanent solution to climate change will be a permanent shift away from fossil fuel
use.95 In line with this perspective, indigenous peoples such as the Kichwa of the Sarayaku
community in the Ecuadorian Amazon have called for leaving oil in the ground96.
The drivers of deforestation vary across space and time. For example, between the 1960s and
mid-1980s tropical deforestation in Latin America and Southeast Asia was driven largely by
smallholder forest clearance enabled by state-led colonization schemes.97 However, since
1985, deforestation drivers have shifted in importance from small farmers to market-driven
deforestation, including large-scale land use change for agribusiness (e.g. cattle-ranching, soy
production, and plantation agriculture),98 infrastructure, and resource extraction (see Figure
2). The underlying causes for these shifts are often difficult to trace and are complexly linked
to governance structures, land tenure systems, environmental policy, law enforcement,
market fluctuations, cultural values of forests, indigenous and local community rights, and
policies to address poverty and food security.99 Since 2008, the UN-REDD program has
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acknowledged the complexity of deforestation drivers and the need to adopt strategies that
attend to the specific challenges of each country and region. Furthermore, addressing the root
causes of deforestation and degradation often requires a substantial reconfiguration of
governance structures, institutions, and capacities that are deeply political, time-consuming
and costly to establish.100

Figure 2: Sources of carbon emissions from deforestation and degradation
in tropical forests of Asia, Africa and Latin America. While the source of
carbon emissions vary by region, “Croplands”, which includes industrial
agriculture, and cattle ranching are significant and in most geographic
contexts, greater than emission from shifting cultivation often used for
subsistence. Units are in billion tons of carbon per year.
Source: Houghton 2010
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Despite the complexity of deforestation and its multiple drivers, REDD+ has typically
focused on the land-use practices of small-scale actors instead of large-scale economic
drivers such as commercial land uses for soy and cattle. The world’s most intact tropical
forests are maintained either by the state as protected areas or by forest-dependent and
indigenous communities. Because avoiding deforestation is considered among the lowest cost
mitigation options, these communities have become prime sites for mitigation. However, as
argued, the drivers of tropical deforestation are complex, vary by geographical context, and
are influenced by both proximate and underlying factors.101 Agriculture and the expansion of
the agricultural frontier represent the leading proximate causes of land use change associated
with deforestation.102 These activities include permanent and large-scale agriculture, cattle
ranching, and shifting cultivation. The fundamental or underlying causes however are not
population driven, but in fact economic103. This means that commercial land uses such as
permanent agriculture, cattle ranching and timber production are more significant
contributors to deforestation than subsistence land uses. In a study of 46 tropical and subtropical countries, Hosonuma et al. found that commercial agriculture represents the largest
driver of deforestation (40%) and timber extraction the largest driver of forest degradation
(52%). 104 According to Geist and Lambin, “Contrary to widely held views, case study
evidence suggests that shifting cultivation is not the primary cause of deforestation.”105 This
observation has lead scholars to advocate for policy changes that target the main drivers of
deforestation in places like the Amazon, such as the commercial demand for soy and cattle.106
Proposals for a national or jurisdictional REDD aims to intervene at the policy level across
nations, states or provinces to address fundamental market drivers of deforestation such as
agricultural expansion107.

Assumption #3: REDD can achieve market efficiency as well as sustainable
development and local co-benefits
The third assumption suggests that REDD can meet financial, political and social goals by
achieving market efficiency as well as sustainable development and local co-benefits.
However, scholars have identified that fundamental tradeoffs exist between market efficiency
and sustainable development, and that the former (market efficiency) is consistently
prioritized.108
Sustainable development, livelihood benefits, biodiversity conservation, and watershed
protection are some of the social and ecological co-benefits REDD+ is expected to produce.
The World Bank suggests that the inclusion of co-benefits generated through REDD+ can be
instrumental in advancing REDD+ in situations in which the price of carbon is less than the
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opportunity cost of preserving forests.109 While the World Bank is optimistic about the range
of benefits that could accrue to a variety of actors over the short- and long-term, many forestdependent groups have expressed concerns about the distribution of those benefits and the
potentially perverse incentives and trade-offs they entail. For example in the Brazilian
Amazon, large landowners were historically responsible for nearly 80% of deforestation. If
REDD+ projects require strict additionality, these landowners would receive the greatest
compensations from REDD+110. Alternatively, farmers practicing swidden agriculture on
small plots may be required to constrain their livelihood practices while receiving lower
REDD+ payments.
Although the mechanisms for distributing and measuring the co-benefits produced by
REDD+ are still being developed, key lessons can be gleaned from past approaches to
sustainable development and forest conservation. Studies demonstrate the importance not
only of how conservation incentives are structured and priced, but also how sustainable
development programs intersect with and address local issues of land tenure, employment,
informal or illegal economic activities, participatory decision-making, technical capacity, and
power differentials among people of different ages, genders, ethnicities, and/or classes.111
In a review of past approaches to sustainable and pro-poor development projects, Pokorny et
al. conclude that some programs have been able to generate important income alternatives,
managerial capacity among smallholders, and beneficial new partnerships.112 Nonetheless,
the authors also observe a variety of inequalities in benefit sharing and access. Smallholders
are often at a competitive disadvantage compared to private companies with greater
administrative and organizational skills to access incentive programs; some program norms
conflict with local livelihood practices (e.g. hunting, agriculture); resulting profits are often
marginal compared to other options; smallholders frequently lack sufficient capital to
continue operations after the program’s initial set-up; and program structures engender
reliance on national and international markets, as well as mediation by external NGOs.113
Other studies of conservation and sustainable development in forested areas raise important
questions regarding the tension between respecting the autonomy and decision-making
processes of indigenous communities and ensuring equitable distribution of program benefits.
Although conservation projects may impact the resource access and livelihoods of all
community members, unequal power relations frequently influence how program benefits are
distributed. Research demonstrates that women, youth, and other forest users who lack voting
power in forest governance decisions are often less-informed about program terms and are
frequently excluded from program benefits while being expected to sacrifice more in terms of
forest access and land use.114 For example, in a study of the Socio Bosque Conservation
program in Ecuador, Krause et al. found that financial benefits were unevenly distributed,
109
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many community members lacked a thorough understanding of project terms and
management, non-voting youth were among the most affected and least compensated, and
nearly half of the study’s respondents report more conflict in the community since the
program was initiated, leading to accusations of leadership corruption and program
mismanagement.115
Some of the conflicts observed in conservation programs such as the Socio Bosque program
result from reconfigurations in forest governance (e.g. establishing conservation areas in
forest commons) while leaving inequities intact (e.g. the exclusion of women and youth from
decision-making processes). There are no easy solutions in this regard. As Krause et al.
explain, "Interfering with communal decision-making involves a trade-off between respecting
communal autonomy and internal decision-making processes on one hand, and the imposition
of terms and processes to achieve full and effective participation of community members on
the other.”116
The notion of tradeoffs has figured prominently in discussions of REDD+ (particularly if
financed through the carbon market) and raises many of the same concerns that have been
observed regarding the CDM. In a comprehensive literature review of almost 200 studies
evaluating sustainable development across a broad range of CDM projects, Olsen found that
within a market mechanism, tradeoffs exist between sustainable development and economic
efficiency, and that the latter was consistently prioritized.117 Institutional analyses of carbon
forestry have recognized that while tradeoffs exist between market efficiency and local
sustainable development, local benefits are more likely to be generated in areas with clear
land rights and under common property management. 118 However, based on empirical
studies of carbon forestry projects operating within systems of common property
management in Mexico, some scholars have found shortcomings in the carbon projects’
delivery of social and environmental benefits at the local scale.119 In other words, markets
have negatively affected the governance and management often observed in forest
commons.120 As the United Nations, World Bank, and governments at various scales grapple
with appropriate finance mechanisms for REDD+ in forest communities, it is important to
recognize the ways in which carbon markets can weaken the institutional social controls
communities use to manage the commons, thereby compromising the local benefits often
found within collective action arrangements.121
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3. Indigenous Concerns

Whether inhabiting arctic, arid, coastal or forest areas, indigenous peoples (IPs) are among
the populations most affected by climate change. Many IPs live in sensitive ecological zones
that are inextricably linked to their socioeconomic, cultural and spiritual lives. Forestdependent communities are doubly affected by climate change, not only experiencing the
direct impacts of human-induced climate shifts, but also increasingly becoming the target of
climate mitigation policies and programs. Forests are particularly susceptible to climate
change and have been affected by extreme weather events such as drought conditions, which
can exacerbate forest fires, destroy large areas of rainforest and release carbon emissions.
Combined with increasing deforestation from logging, cattle ranching, and agricultural
expansion, these processes create a vicious feedback loop of deforestation and climate
change, which some scholars argue have compromised forest resilience and led to
unprecedented species extinction.122 As these processes will have tremendous social and
ecological impacts, many indigenous peoples strongly support measures to reduce
deforestation and climate change. While indigenous peoples represent a diverse community
and have articulated various positions on REDD,123 there is widespread agreement among IPs
that effective and immediate strategies are required to reverse climate change and
deforestation.
122
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As indigenous areas are among the most forested and biodiverse,124 scholars and policy
makers agree that indigenous peoples represent key stakeholders in the development and
expansion of conservation-based activities under REDD+. Recognizing the potential impacts
of REDD on their communities and livelihoods, IPs have become highly visible actors in the
REDD+ process and have sought to influence policies pertaining to safeguards, sovereignty,
financing and the clarification of land rights.125 There is a certain irony, however, that the
communities with relatively low carbon footprints are being enrolled in strategies to solve a
problem largely driven by fossil fuel combustion elsewhere.
As previously mentioned, some scholars argue that, if successfully implemented, REDD+ can
reduce deforestation and restore degraded areas in a cost-effective manner that also ideally
generates social and ecological co-benefits.126 However, REDD+ pilot projects, Payments for
Ecosystem Services (PES), and carbon forestry projects, to date, have shown mixed results in
practice. The possible risks and concerns associated with REDD+ are in some ways similar to
those found in integrated conservation and development programs (ICDPs), which emerged
in the early 1980s and aimed to also simultaneously provide global public benefits as well as
sustainable local development.127 One of the main concerns about REDD+ is exclusion from
forests and/or restrictions on resource access, which some groups experienced in the wake of
conservation and even ICDPs. This issue is of particular concern in contexts where
indigenous peoples lack formal land rights or land tenure is unclear. In areas where land
rights are disputed, REDD+ may facilitate progress in securing indigenous land rights or
result in (re)centralized control of forests at the expense of indigenous communities.128 In
many cases, REDD+ pilot projects have been inserted into communities with a high degree of
land tenure insecurity. 129 To date, efforts to clarify tenure through REDD+ have been
minimally effective, locally-based and/or piecemeal. Due to the politically charged nature of
national land reform and the time and resources required to negotiate contentious tenure
disputes, comprehensive tenure clarification is unlikely to happen before REDD+ projects are
initiated. Land rights, therefore, represents an area of significant concern for IPs, civil
society, and researchers involved in REDD+.130
The form of land tenure, whether individual titles, communal land tenure, or indigenous
territory, clearly matters. While the clarification of territorial rights can be instrumental to
protecting indigenous peoples’	
  sovereign rights and help resolve competing land use claims,
property titles can also accelerate land use change as land values and property sales
increase.131 In addition, informal forest users and/or non-voting community members can
often become marginalized in the tenure process as rights are clarified for others.132
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The form and distribution of REDD+ benefits is another area of significant interest to
indigenous and forest-dependent peoples. Based on experience with sustainable and pro-poor
development projects in the Amazon, Pokorny et al. conclude that “[t]he great majority of
Amazonian forestry development projects …had surprisingly few lasting positive effects on
the local situation.”133 They found that while managerial capacity was enhanced among
smallholders, financial benefits were marginal, uneven, and often low in comparison to other
land use options. The financial failing of such projects is the result of several factors: 1)
Smallholders often have a competitive disadvantage compared to private companies in terms
of administrative/organizational skills and access to resource inputs; 2) Smallholders
frequently lack sufficient capital to continue operations after initial program establishment;
and 3) Reliance on national/international sales require constant NGO mediation, which
further reduces financial benefits to communities. 134 More broadly, this failure can be
explained by the insertion of projects into an already existing political economic context of
unequal social relations. Therefore, the project outcomes tend to favor particular actors over
others. There are concerns that REDD+ may result in similarly uneven benefit sharing as
found in earlier sustainable development projects.
Establishing effective safeguards to reduce or eliminate potential negative impacts of REDD+
is another area of interest for many indigenous peoples. Indigenous peoplesʼ representatives
and vocally active groups have played important roles in influencing debates on issues such
as the inclusion of safeguards and respect for the United Nations Declaration on the Rights of
Indigenous Peoples (UNDRIP) in REDD+ policies.135 Core safeguards under the UN-REDD
Programme include local stakeholder participation, Free, Prior and Informed Consent
(FPIC), transparency, respect for the knowledge and rights of indigenous peoples,
conservation of biodiverse forests, and protection against leakage. While these safeguards are
comprehensive in scope, they lack specificity and legal authority and are often framed in
some of the weakest language in international law. 136 In the UN-REDD text, national
governments are given the ultimate authority to design country-led safeguards, which may be
weak and/or unenforced, ultimately proving unsatisfactory to indigenous communities.137
Furthermore, while UNDRIP certainly represents an important milestone for indigenous
peoples and has been included under UN-REDD safeguards, UNDRIP is not legally binding
and may ultimately lack the necessary force to protect the rights of indigenous peoples.
Meaningful participation in climate change negotiations is another key issue for indigenous
peoples. Many indigenous peoples agree that to date international treaties have been
insufficient for solving the climate change problem and they link that failure to the lack of
meaningful inclusion of indigenous peoples in negotiations.138 A similar argument was made
in 1989 by COICA139 to explain the failure of conservation in the Amazon.140 Although the
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participation of local communities has been highlighted by the international community and
has received considerable attention in climate negotiations on REDD+ policies, meaningful
local participation in the design and implementation of REDD+ has been negligible.141 For
example, the highly technical nature of REDD+ has limited the participation of indigenous
peoples to minimal data collection and monitoring. Nevertheless, while indigenous peoples’
involvement in decision-making around REDD+ has been circumscribed, IPs are increasingly
participating in international negotiations as a strategy to influence the process.
In international arenas, indigenous peoples participate in a variety of ways. The World
Bank’s FCPF program involves indigenous peoples in capacity-building activities associated
with REDD+ Readiness. 142 The Bank has also held dialogues and workshops with
indigenous peoples to share information and field questions about FCPF and the possible role
for indigenous communities. The UN process involves indigenous peoples in more
substantive ways, mainly through their participation on the UN-REDD Programme Policy
Board143 and as observers. However, participation on the Policy Board is limited to one
indigenous leader, and observers are chosen from a selected number of indigenous groups
facilitated by UN-REDD. The newly appointed Special Rapporteur of Indigenous Peoples,
Victoria Tauli-Corpuz, has been highly active in promoting indigenous rights within UNREDD. Some argue that this type of alignment with the UN process risks legitimatizing
global polices that may further marginalize indigenous groups.144 However, others argue that
participation in the process represents an important way to influence the direction and scope
of REDD+, and ensure indigenous rights are respected and secured.145
The practices and traditional ecological knowledge of indigenous peoples may also provide
guidance on REDD+, not simply as a mitigation and adaptation strategy, but also as an
approach to long-term sustainable land-use planning. Traditional ecological knowledge is
defined as “a cumulative body of knowledge, practice, and belief, evolving by adaptive
processes and handed down through generations by cultural transmission, about the
relationship of living beings (including humans) with one another and with their
environment”.146 This relationship between humans and nature is captured by the concept
Buen Vivir (literally ‘good living’	
  in Spanish). This term from South America draws in large
part on the cosmovision of indigenous peoples and offers an alternative approach to top-down
and market-driven forms of development. Buen Vivir embodies a dynamic and locally based
model. It indicates that the one-size-fits-all model typical of REDD-Readiness is likely to fail
to support the diversity of indigenous knowledge systems present in different forest
communities. According to Tauli-Corpuz and Lynge, “As stewards and custodians of the
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world’s biodiversity, cultural diversity, and traditional ecological knowledge, indigenous
peoples can contribute meaningfully to the design and implementation of more appropriate
and sustainable mitigation and adaptation measures”.147 Due to their relatively low carbon
footprint, the land use practices of indigenous peoples represent important models for climate
change mitigation. Even despite ongoing struggles against deforestation, mining, fossil fuel
extraction, and large-scale agricultural plantations, IPs have been successful in maintaining
carbon stores in trees and in the ground.148
Finally, many indigenous peoples have challenged the commodification of nature through
carbon markets. The ongoing struggles around REDD+ illuminate a fundamental difference
in worldviews between market-based and indigenous perspectives on climate change and
sustainability. 149 A market-based view prioritizes cost-effective strategies and the
commodification of ecological services, thereby utilizing the same economic tools and
capitalist logic that arguably have been the underlying source of the climate change problem.
In contrast, an indigenous, bio-cultural and ecosystems approach emphasizes respect for
human rights and the generation of non-carbon benefits over cost concerns. Thus far,
mainstream and dominant approaches to REDD+ have been more aligned with a marketbased approach and REDD+ financing is likely to continue in this vein. Solutions derived
from the commodification of nature have largely failed to produce desired benefits across
scales and in many cases have generated negative social and ecological impacts, as
demonstrated by numerous empirical studies of PES, carbon forestry, and earlier ICDPs150.
The failure of many of these projects based on the market logic of	
   	
   ‘selling nature to save
it’151 suggests that we need to consider radically different approaches if we are to effectively
and equitably tackle the climate change problem. The concept of Buen Vivir offers an
important perspective for imagining and creating a new vision for development driven not by
capital accumulation but by a deep understanding of the interrelationships between humans
and nature.
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4. Country Profiles
In the next section, we provide seven case study profiles of countries involved in various
stages of REDD+. They include the countries of Mexico, Indonesia, Guyana, Peru, Ecuador,
Tanzania, and Brazil. Each represents a different historical and geographic context of
indigenous people’s relationship to REDD+. In each case, we provide the country
background with respect to REDD+, challenges to implementation, and issues of particular
relevance to indigenous communities.
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MEXICO

Country Background
Mexico is among the top five most biologically “mega-diverse”	
  countries and is home to
the highest number of pine and oak species in the world.152 It boasts a combination of
temperate and tropical forests covering nearly a third of the nation’s territory. Rural agrarian
communities and indigenous groups own 70% of Mexico’s forested area.153 Mexico averaged
a 0.24% deforestation rate between 2005-2010 (0.13% in primary forest).154 The main causes
of deforestation include: 1) conversion of forestland to pasture; 2) slash-and-burn agriculture;
3) illegal logging; and 4) natural disturbances.155
Between 2003-2011, the National Forestry
Commission (CONAFOR 156 ) implemented 5,085
projects for Payment for Ecosystem Services (PES).
Mexico is also home to a growing number of forestrybased carbon offset projects largely servicing the
voluntary carbon market. Mexico’s experience with
PES programs, carbon offset projects, as well as
community forest management has been applauded by
the World Bank and facilitated Mexico’s admittance to the FCPF for REDD+.
Mexico’s National REDD+ Strategy is still being formed. Mexico has taken a territorial
approach to REDD+ that is not yet consolidated under one program or policy. According to
Mexico’s REDD+ Vision and Readiness Preparation Proposal (R-PP), all REDD+ activities
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must have national, regional, and local consultation processes. Various REDD+ programs are
emerging at the state and project level in Mexico. The state of Chiapas, for example, has a
Memorandum of Understanding (MoU) with the state of California (USA) to develop and
implement REDD+ projects. In the future, these projects will be used to generate offsets for
sale on California’s carbon market in an effort to meet the state’s targets for emission
reductions. In addition, REDD+ Early Action includes pilot programs in the Mexican states
of Campeche, Chiapas, Jalisco, Quintana Roo, and Yucatan. These programs attempt to
increase sustainable forest management and reduce deforestation. The activities are designed
through participatory processes with communities and have a five-year investment plan
detailing benefit-sharing arrangements.
Mexico’s National REDD+ Strategy identifies forest owners as the legal owners of the
carbon contained therein and the Law for Sustainable Forest Development establishes that
forest owners must be adequately compensated. Nonetheless, there is still a debate regarding
whether payments should be processed through the national government or made as direct
carbon payments to property owners themselves.
For MRV, Mexico envisions developing an integrated data set that combines multi-scale
information from project, sub-national, and national levels. It proposes to combine remote
sensing and ground-based forest inventories, and to seek opportunities for involving
communities in monitoring activities.
Mexico has taken significant action on REDD+ since COP13 in Bali. In a submission to
the SBSTA157, the Mexican government emphasized the importance for FPIC, capacity
building, land tenure, and the role of communities in measuring and monitoring carbon
projects158. Furthermore, President Calderon signed a bill in 2012, a key element of which
was a climate change fund that would, in part, support REDD+ activities. While project
implementers have attempted to include indigenous and forest-dependent peoples in projects
that might be considered precursors to REDD+ (PES, carbon offsets, community forest
management), there have been formidable challenges at multiple scales.

REDD+ Challenges
State- and local-level REDD+ initiatives are developing quickly in Mexico and there are
concerns regarding how these programs will be harmonized under one National REDD+
Strategy. Mexico still lacks a robust definition of forests in its legal framework, causing
concerns that questionable practices such as monocultures and tree plantations will be
included within REDD+. The methods for measuring and ensuring social and environmental
safeguards are also still pending.
In an evaluation of Mexico’s PES programs, McAfee and Shapiro found that these
programs did not address the drivers of ecological degradation or the inequities and
unresolved problems of land tenure, resource rights, and local development goals.159 These
are all critical factors for the success of both PES and REDD+. In 2013, a group of farmer
and human rights organizations in Chiapas signed a letter rejecting REDD+. Their rejection
was based on local experiences during the initial voluntary phase of REDD+ in Chiapas.
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They observed that REDD+ in Chiapas fails to include and inform indigenous peoples;
includes pine and African Oil palm plantations as “forests”; criminalizes peasant farming
systems; contributes to the loss of agricultural biodiversity; divides communities; and leads to
evictions of indigenous people and farmers.160

REDD+ and Indigenous Peoples
While REDD+ is still fairly new in Mexico and little scholarship exists regarding the
impact of REDD+ on indigenous communities, various reports and letters draw attention to
concerning trends, including a lack of transparency, forced relocation of forest residents, and
the limitations placed on livelihood activities within REDD+ project areas. Existing literature
on PES and carbon forestry in Mexico indicates that many of these issues are not new, but
rather represent permanent features within Mexico’s complex history with sustainable
development.161
In El Triunfo Biosphere Reserve in Chiapas, for example, highland farmers reported
receiving government subsidies for two years in exchange for reforesting half of their lands
and restricting household food production. After two years, the subsidies were suspended and
the community was told they lived in a hazardous area and would be relocated to a
Sustainable Rural City constructed by the state162. Marotta and Coute-Marotta note the irony
that the government has moved the community in order to secure more carbon payments, but
had to clear-cut a section of forest in order to establish the Sustainable Rural City for evicted
residents163.
Other studies report conflicts generated by REDD+ within and between forest
communities. In some cases, payments and other benefits have been distributed unevenly.
Some community members have been given weapons and training to enforce the protection
of the forests. In Natural Protected Areas targeted for REDD+ programs, such as the Montes
Azules Biosphere Reserve in Chiapas, the government has increased its efforts to evict
populations located within these areas.164 If residents refuse to relocate, the government has
resorted to cutting off medical services and emergency transport to these areas in order to
pressure communities to leave.165 Although literature is still limited on REDD+ in Mexico,
the impacts observed already in areas in the early stages of REDD+ pilot projects draw
attention to the unpredictable and uneven nature of project benefits, and expose worrisome
practices of state coercion and even violence in implementing REDD+ programs.

REDD+ in Mexico
• 11 REDD+ projects; 38 REDD-Readiness Initiatives
• World Bank FCPF Country
• UN-REDD Partner Country

160

Lang, 2013h; Conant, 2011
Brown & Corbera, 2003; McAfee & Shapiro, 2010; Osborne, 2011
162
Marotta & Coute-Marotta, 2012
163
Marotta & Coute-Marotta, 2012
164
Lang, 2011a; Langelle, 2011
165
Langelle, 2011
161

Comment Overview

41

Navigate to Table of Contents

INDIGENOUS PEOPLES AND REDD+: A CRITICAL PERSPECTIVE

• In 2010, a Memorandum of Understanding was signed between the governors Chiapas,
Mexico and California to facilitate an offset program for REDD+ in Mexico that would link
to Californiaʼs carbon market.
• The Mexican states of Chiapas, Campeche, Jalisco, Quintana Roo and Tabasco are
members of the Governors' Climate & Forests Task Force (GCF)
• Mexico has a National REDD+ Strategy. It officially supports REDD+ under UNFCCC and
encourages community-based forest management for REDD+ implementation. In addition,
it supports both public and private market-based financing for implementation, as well as
subnational implementation in the interim.
• Mexico is beginning to use REDD+SES.

Key REDD+ Actors
166
• The Secretary of Environment and Natural Resources (SEMARNAT ) is a coordinating
agency for REDD+ activities.
167
• Mexico’s National Forestry Commission (CONAFOR ) has been leading the country’s
National REDD+ Strategy.
• The REDD+ Working Group is a multi-stakeholder technical advisory committee
• Various NGOs and civil society groups

REDD+ Funding
• Through the FCPF, the World Bank has pledged US$3.8 million to Mexico’s REDDReadiness activities.
• Norway has provided Phase 1 support to Mexico to identify target areas for REDD pilot
projects under the FCPF. Norway has also signed a MoU with Mexico to develop its
Reference Scenario.
• Mexico has also been selected as a pilot country for The World Bank’s Forest Investment
Program (FIP). As projects are FIP approved, Mexico could soon accept funds from this
program
• The R-PP requires some activities be co-financed by the government and other sources.
Mexicoʼs General Law on Climate Change establishes a climate change fund, which
includes funds for REDD+.
	
  

166
167

Secretaría del Medio Ambiente y Recursos Naturales
Comisión Nacional Forestal

Comment Overview

42

Navigate to Table of Contents

INDIGENOUS PEOPLES AND REDD+: A CRITICAL PERSPECTIVE

INDONESIA

Country Background
Indonesia is a highly diverse country, containing the third largest area of tropical
rainforest in the world, and the fourth largest forest carbon stock.168 A country with a
population of 240 million inhabitants, Indonesia is home to an estimated 50-70 million
indigenous peoples according to a national indigenous peoples organization.169
Indonesia’s territory is 68% forest cover, including carbon-rich old growth forests,
rainforests, and peatland forests.170 The annual deforestation rate between 2005 and 2010 was
0.71%, representing 60% of the country’s carbon emissions.171 Main drivers of deforestation
include agricultural expansion (palm oil and monocultures), small-scale agriculture, legal and
illegal logging for pulp, paper and timber, oil extraction, mining, and forest fires.172
A 1967 forestry law designated all lands
as either proprietary or state-owned,
regardless of customary land use, placing
62-69% of Indonesia’s forests under the
control of the Ministry of Forestry. 173 A
2013 constitutional court ruling decided that
customary use forests are not de facto state
forests, but very little land titling of forests
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to communities has occurred. In 2009, communal forest management was officially
recognized on only 0.5% of the forested area in Indonesia174 and forest tenure remains highly
uncertain for many forest-dependent communities.175
Indonesia has made substantial commitments to reduce deforestation and engage with
REDD+. In 2009, then president Yudhoyono	
   made a commitment to reduce the country’s
carbon emissions from a “business as usual scenario”	
   by 26% unilaterally or by 41% with
international aid by the year 2020.176 In 2011, the government signed a joint agreement with
Norway, receiving significant funds to facilitate the development of REDD+. This included a
moratorium on granting new concessions in old growth forests and peatland forests. While
this was a large gain for limiting carbon emissions from carbon-rich peatlands, the scope of
the moratorium was limited. Larger areas of rainforests can continue to be logged if they are
not old growth; a rush of permits was issued immediately before the moratorium; permits
could still be issued for these prohibited areas if a sugarcane plantation for biofuel production
was created; and a list of degraded lands available for development was expected to include
much forested land.177 This moratorium was extended for two additional years in 2013,
although it was not strengthened.178 Indonesia is on the forefront among REDD+ nations in
passing national legislation, and has already passed several laws addressing REDD+
implementation, demonstration activities, and licensing.179

REDD+ Challenges
Indonesia is more advanced in the development of REDD+ than most participating
countries. Major issues that have emerged are (1) insecure land tenure; (2) lack of stakeholder
participation; and (3) continued exploitation of forest resources.
Land tenure issues in Indonesia are particularly difficult to resolve because most forested
land has been held by the state with little effort to transfer titles to community users. In
Sunderlin et al.’s comparative study of REDD+ sites in five countries, Indonesia had the
highest rate of tenure insecurity (85% of study villages). There were also high rates of
external users extracting from forests (90% of study villages).180 Recent rulings by the
constitutional court have benefitted customary users on paper, but this has yet to be seen
extensively in practice and many still do not hold land titles to the forests they rely on.181 If
the state holds title to the land, it can declare a REDD+ project in a region without
community consent. 182 Corruption and lack of coordination among bureaucracies has
exacerbated the inefficiency of state forest management and titling.183
Free, prior and informed consent has not been properly conducted for many REDD+
projects in Indonesia. Some pilot studies have refrained from using the label “REDD+”,
174
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primarily for fear that long-term REDD+ funding will not materialize.184 A statement from
the forest organization Mantir Adat (Custom Keepers) in Central Kalimantan called for the
end of REDD+ in their area because of the imposed nature of the projects. Nonetheless,
several signers eventually retracted this statement, illustrating the confusion and contention
around REDD+.185 While, there has been a push to include safeguards in Indonesia’s REDD+
framework, their formalization is still in progress.186
A fundamental concern for the effectiveness of REDD+ is the continued profitability of
unsustainable use of forests. Indonesia has long used its forests for profit and export, and
today focuses intensively on palm oil and paper pulp. Elites who have profited from these
industries are very wealthy and politically powerful.187 It will take a high price of carbon to
compensate for these foregone opportunity costs and ensure forests are not converted to these
lucrative land uses.188

REDD+ and Indigenous Peoples
The government of Indonesia has no unifying piece of legislation recognizing indigenous
groups. Government officials have at times claimed that nearly the entire country is
comprised of indigenous peoples, and thus no groups can claim special rights based on their
indigeneity.189
In addition to encountering the same challenges with REDD discussed above, indigenous
groups suffer from a lack of formal recognition. Indigenous inclusion in the REDD+ planning
process has occurred through civil society organizations representing them and other local
communities. 190 Additionally, indigenous groups experience widespread land tenure
insecurity, leading some to argue that indigenous rights and secure tenure must be a
prerequisite for participation in REDD.191 The recently created Licensing Decree dictates that
REDD+ financial benefits should be divided 70% to the community, 10% to the government,
and 20% to the project developer, but it remains to be seen if this distribution of benefits will
be put into practice.192

REDD+ in Indonesia
• 29 REDD+ projects; 45 REDD-Readiness initiatives
• UN-REDD partner country
• World Bank FCPF participant
• Several provinces in Indonesia (Aceh, Central Kalimantan, East Kalimantan, Papua, West
Kalimantan, West Papua) are members of the Governors' Climate & Forests Task Force.
• The Government of Central Kalimantan has used REDD+SES.
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Key REDD+ Actors
• A REDD+ Task Force was appointed by the president in 2011 after the Letter of Intent was
signed with Norway; however, there are tensions among different ministries (such as the
Ministry of Forestry) and other levels of government over responsibility for REDD+
development.193
• There are also 10 working groups that consist of both government and non-governmental
representatives. International and national NGOs are actively involved in capacity building
and pilot projects.194
REDD+ Funding
• Indonesia has received more international funding for REDD+ than any other country, and
has been promised US$4.4 billion from all financers via loans and grants.195
• Australia and Indonesia formed a forest carbon partnership in 2008, providing up to
AU$100 million (US$87.7 million).196
• Indonesia and Norway signed a letter of Intent in 2011 that provided US$1 billion towards
setting up REDD+.197
• Other major funders include the German government and the World Bank’s FCPF.
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GUYANA

Country Background
Located in the northeastern corner of South America, Guyana’s heavily forested country
ranges from rainforest to dry evergreen forests and marsh forests. As of 2010, 87% of
Guyana’s land area was covered by forests and registered an estimated annual deforestation
rate of 0.06%.198 A 2011 government study identified mining as the principal driver of
deforestation in Guyana, however other causes include infrastructure, agricultural conversion,
illegal logging, and fire.199 The country forms part of the Guiana Shield Rainforest and has an
estimated 1,200 vertebrate species and over 6,000 plant species.200 Guyana has very low
levels of economic development and is highly dependent on agricultural commodities and
extractive industries (e.g. gold and bauxite). Eighty-four percent of
forests in Guyana are owned and managed by the state, with much
of the remaining forests (14%) under communal control by
indigenous Amerindians.201 There are still pending issues regarding
untitled Amerindian communities.
Guyana is pursuing a Low Carbon Development Strategy
(LCDS) with funding from Norway. This strategy aims to increase
enforcement of environmental regulations, create employment
opportunities, and provide forest communities with an Opt-in
mechanism to join the national-level REDD system linked to the

198

Guyana Forestry Commission, 2011
Guyana Forestry Commission, 2011
200
International Tropical Timber Organization, 2011
201
The REDD Desk: Guyana 2014
199

Comment Overview

47

Navigate to Table of Contents

INDIGENOUS PEOPLES AND REDD+: A CRITICAL PERSPECTIVE

State Forest Estate.202 Titled Amerindian Communities have the option to join the agreement
and also receive payments through the national REDD mechanism. A MRV System is being
developed to establish the metrics by which performance-related payments will be made
throughout the MoU with Norway. 203 Interestingly, these metrics will not consider the
deforestation caused by the construction of Amaila Falls Hydropower Facility (funded by the
Guyana REDD+ Investment Fund).204
Guyana is officially committed to abiding by the principle of Free, Prior and Informed
Consent (FPIC). Although there are no subnational REDD programs, there are a number of
conservation projects and payment for ecosystem services (PES) programs overseen by
international institutions such as Conservation International and Canopy Capital.

REDD+ Challenges
There has been some confusion regarding why Norway chose to support Guyana’s Low
Carbon Development Strategy (LCDS) given the minimal relationship between the two
countries and numerous reports warning that the partnership presented high risks due to
government corruption and political oppression.205 A number of problems have developed in
Guyana’s approach to REDD. In 2013, political disagreements led development company
Sithe Global to withdraw from the REDD+ Amaila Falls Dam Project after which the InterAmerican Development Bank (IDB) stopped due diligence on the project. In the same year,
Norway delayed REDD+ payments to Guyana while it worked on “improving the financial
mechanisms”	
   of REDD+.206 Part of the problem has been the failure of Guyana’s Office of
Climate Change to produce the concept notes required for REDD+ projects.

REDD+ and Indigenous Peoples
There are numerous conflicts in Guyana regarding overlapping claims of indigenous land
rights and extraction concessions. In recent years, Guyana’s High Court has repeatedly ruled
in favor of mining interests. One of the most controversial rulings concluded that indigenous
peoples are not permitted to cancel any mining permits issued before their territorial rights
were formalized under the law.207 In the case of the Isseneru Village, for example, this ruling
has meant that the newly won titles to traditional indigenous territory are overrun by mining
concessions.208 Of course, this not only affects indigenous peoples’	
   ability to participate in
REDD+, but also the integrity of their control over their own territories and livelihoods.
Another concern is the failure of the Guyana Forestry Commission (GFC) to address illegal
logging.
In a Verification Audit of Guyana’s REDD+ program, the Rainforest Alliance concluded
that of ten indicators, Guyana had only met three, while another four were only partially met
and three were entirely unmet.209 The three indicators Guyana has failed to meet are: 1)
202
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transparent and effective consultation with stakeholders; 2) the protection of indigenous
peoples’	
  rights; and 3) development of specific measures to reduce forest degradation within
the forest sectors. Amerindian communities in Guyana are particularly concerned about
transparency issues around REDD+ and observe that many of their land titling concerns have
not been addressed within the time frame established by the Amerindian Act.210 While some
indigenous communities are interested in the “Opt-in”	
   option for Guyana’s REDD+ program,
there is also concern that communities who opt-out will be excluded from demarcation
funding, thereby forestalling the land titling process for non-REDD communities.

REDD+ in Guyana
• Guyana is a World Bank FCPF pilot country and a UN-REDD Partner country
• Guyana is developing a national-level REDD system as part of its Low Carbon
Development Strategy

REDD+ Actors
• Guyana’s Office of Climate Change (OCC) oversees issues related to climate change,
including REDD and the LCDS.
• The Guyana Forestry Commission is in charge of the technical implementation of REDD.

Funding
•

•
•

In 2008, Norway signed a Memorandum of Understanding (MoU) with Guyana committing
up to US$ 250 million over five years (2010 - 2015) to help Guyana implement its LCDS
through the Guyana REDD+ Investment Fund (GRIF) overseen by the World Bank. GRIF
includes funds for proposed projects such as the Amaila Falls Hydropower Facility, the
demarcation of Amerindian Lands, and Institutional Strengthening of REDD+.
Other REDD funding comes from Inter-American Development Bank (IDB), Conservation
International, and KfW (German development bank) to strengthen government institutions
overseeing REDD+.
Guyana expects to receive US$3.6 million through FCPF to implement Readiness
Preparation Proposal (R-PP) activities.
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PERU

Country Background
Peru is a country of immense biological and cultural diversity. With over 21,462 plant
and animal species, Peru is considered a mega-diverse nation. Forty-five percent of Peru’s
population is indigenous and more than 65 ethnic groups inhabit the Amazon Basin of Peru.
The country’s many biomes range from arid coastal plains to the Andes Peaks to the tropical
forest of the Amazon Basin, the latter of which constitutes the vast majority of Peru’s
territory.
Sixty percent of Peru’s land area is forested (73.3 million hectares). While formal rights
are still pending in many areas, 20-40% of these forests are located in indigenous territory.211
Peru has an annual deforestation rate of 0.2 percent and
deforestation is identified as the primary source of greenhouse
gas emissions in the country. 212 The main drivers of
deforestation include agriculture and livestock, urban
development, communications infrastructure, mining, and oil
extraction. In 2008, Peru’s government announced its intention
to reduce deforestation to a rate of zero by the year 2021.
Peru has a weak system of land tenure213 and there are
many conflicting claims on land rights and usage concessions.
As of 2013, a bill was in Congress to recognize holders of forest
rights as entitled to economic benefits from ecosystem services.
Until now, indigenous peoples have had use rights, but not
211
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ownership rights to the forests.
Peru takes a nested approach to REDD+ (with varying rates of implementation at
different scales). There are REDD+ programs at the national, subnational, and project level.
Some of these projects are linked to REDD-readiness through support from private
institutions or NGOs; others are carbon sequestration projects linked to the voluntary carbon
market. There is very little communication between the projects. Peru proposes a national
MRV system for REDD+. However, as of 2013, Peru still lacked a national system for MRV,
though it does have several pilot initiatives. Both the R-PP and the FIP require stakeholder
involvement in design and implementation of REDD+ in Peru.

REDD+ Challenges
There are three general areas of concern regarding the implementation of REDD in Peru:
1) Economic and political conditions continue to be conducive to increased deforestation and
degradation; 2) Land tenure disputes and overlapping usage claims; and 3) Inequalities and
lack of clarity in REDD+ design and implementation.
Peru is considered to have low institutional capacity for law enforcement, forest
monitoring, and the prevention of illegal forest degradation. There are significant overlaps
between original land rights belonging to indigenous people and the legal (or illegal) access
rights acquired for activities such as mining, agro-industrial plantations, and oil and gas
exploitation.214 Although 15 million hectares of tropical forest are legally recognized as
having some form of indigenous ownership or management, there are at least another 8
million hectares with pending applications as indigenous reserves.215 These indigenous claims
often overlap with pending concessions to oil, gas, or other extractive industries.
Peru lacks an integrated land-use plan for the nation, allowing for contradictions to exist
between policies at different scales of government. The lack of effective management and
oversight means that REDD+ programs are being developed at the same time that forest
degradation continues and is even allowed to expand. For example, in 2013, The Guardian
found that the illegal gold mining occurring in “Madre de Dios, Peru, exceeds the combined
effects of all other causes of forest loss in the region, including from logging, ranching and
agriculture.”216 Similarly, the government has announced a new law that intends to expand
investments in Peru’s oil and gas sector, potentially violating indigenous peoples’	
  rights and
territorial claims.217
The establishment of a baseline to verify REDD+’s contribution to reducing deforestation
rates is also deeply problematic. For example, the REDD+ project run by Conservation
International (CI) in the Alto Mayo Protected Forest located in the Peruvian Amazon has
been accused of using a “Cumulative Deforestation Model”	
  that allowed CI to “dramatically
increase the baseline deforestation rate”	
   by three times what was observed using other
baseline instruments.218 The manipulation of baselines in this manner not only affects the
amount of carbon payments allotted, but, more importantly, distorts measurements of how
much carbon is actually sequestered as a result of project interventions.
214

Dourojeanni, Barandiarán, & Dourojeanni, 2009; Espinoza Llanos & Feather, 2011
Espinoza Llanos & Feather, 2011
216
Collyns, 2013
217
Hill, 2014
218
Lang, 2013b
215

Comment Overview

51

Navigate to Table of Contents

INDIGENOUS PEOPLES AND REDD+: A CRITICAL PERSPECTIVE

REDD+ and Indigenous Peoples
Amazonian people depend on tropical forests for their livelihoods. A thorough review of
REDD+ projects in Peru by AIDESEP (Inter-Ethnic Association for the Development of the
Peruvian Amazon) and Forest People’s Programme highlights the numerous concerns
regarding how indigenous peoples are (and are likely to be) affected by REDD.219 Generally,
these projects fail to secure free, prior and informed consent (FPIC) with indigenous
communities; operate with low levels of transparency; fail to provide clear guarantees of
indigenous and local peoples’	
   forest use and access rights; and allow intermediaries to charge
exorbitant fees for technical services.220
Of 35 projects in various stages of REDD+ in Peru, 11 are planned in recognized
indigenous lands and 8 are operating in customary lands that have not been legally
recognized.221 Indigenous peoples’	
   concerns regarding REDD+ programs in Peru include
fears that REDD+ could lead to massive land grabs of indigenous lands where legal rights are
still pending; that it will fail to reduce contradictory policies encouraged by other government
sectors (e.g. mining, oil/gas, agro-industry); that it will allow unregulated projects in
indigenous territories and exploitation by “carbon cowboys”; and that it will lead to increased
conflicts over land and resources. 222 In addition, a letter from AIDESEP to the Forest
Investment Programme in 2013 observes that the FIP’s revised investment strategy withdraws
agreements made with indigenous peoples in public workshops and in consultation with
AIDESEP, thereby significantly eroding indigenous peoples’	
  trust in the REDD+ process.223
In an analysis of key stakeholders involved in Peru’s REDD+ programs, White observes
that tensions over REDD+ have led to important dialogues nationally and internationally224.
Nonetheless, White also concludes that the government and World Bank approach to REDD+
is incompatible with the Alternative REDD+ suggested by AIDESEP, requiring “parallel
implementation…for them to co-exist.” 225

REDD+ in Peru
• 19 REDD+ projects; 16 REDD-Readiness initiatives
• UN-REDD partner country
• World Bank FCPF participant
• Several Peruvian states (Madre de Dios, Amazonas, Loreto, San Martín, Ucayali) are
members of the Governors' Climate & Forests Task Force (GCF)
• REDD+SES Safeguards are starting to be used in the San Martín region

Key REDD+ Actors
• The Ministry of Environment is the principal agency overseeing REDD+. However,
regional governments also play a key role in surveillance and natural resource control. Peru
219
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has yet to establish an institution specifically assigned to oversee REDD+ readiness.
• OCBR (Órgano de Coordinación de Bosques y REDD+),	
   the coordinating body for forests
and REDD+, oversees the design and implementation of REDD.
226
• Indigenous groups (AIDESEP and CONAP ) have been added to the FIP Steering
Committee and have formed an Indigenous REDD+ Group to facilitate indigenous dialogue
with REDD institutions and the state.

REDD+ Funding
227
• The World Bank’s Forest Investment Plan approved US$ 50 million for REDD+ in Peru .
• Pilot MRV initiatives have support from the German Development Bank, the Gordon and
Betty Moore Foundation, and the Japan International Cooperation Agency.
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ECUADOR

Country	
  Background
Ecuador is a relatively small (283,561 km2) yet mega-diverse country. It is home to 18%
of the world’s bird species, 10% of vascular plant species, 8% of mammal species, and 10%
of amphibious species. This diversity is due to the vastly different eco-regions contained
within the country’s borders, namely the Galapagos islands, mountainous Andes, coastal
plains, and Amazon basin region.228 The nation is also home to an array of indigenous
groups that comprise 14% of the population.229
Thirty-six percent of Ecuador’s national territory is
forested, 80% of which is contained within Ecuador’s
portion of the Amazon basin. 230 The majority (65%) of
Ecuador’s forests are under local and indigenous
ownership. 231 Annually, Ecuador’s deforestation rate
between 2005 and 2010 was 1.89% or 198,000 hectares per
year, one of the highest in Latin America.232 Primary drivers
of deforestation include agricultural expansion (including
agro-industrial production such as palm oil), logging,
mining, oil extraction, and infrastructure expansion. 233
Reducing deforestation and mitigating climate change have
been addressed as legislative national priorities at the same
228
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time that resource extraction continues for export.
Agrarian reform laws of the 1960s and 1970s that encouraged occupation of indigenous
lands have shaped land tenure in Ecuador. A 1964 law declared large portions of indigenous
ancestral land as tierras baldías (or vacant lands), facilitating settlement and encouraging
deforestation to secure de facto land tenure.234
The Ministry of the Environment235 (MAE) coordinates all REDD+ activities, including
the REDD-Readiness initiative Socio Bosque. In anticipation of REDD+, this incentive
program was established in 2008 to provide annual payments to private and communal
landowners for forest conservation. Payments start at the low rate of US$30 per hectare and
are founded on 20-year contracts that have the potential for renewal. As of October of 2012,
there were more than 123,000 beneficiaries of the Socio Bosque program.236
Currently, preparations for REDD+ are occurring on both the national and project levels.
Ecuador’s REDD+ program has incorporated REDD+ Social and Environmental Safeguards,
as it is a pilot country for these voluntary standards that focus on indigenous and local
community rights, biodiversity, and social/environmental benefits.237 A National Advisory
Committee (COASNA 238) has been created to facilitate stakeholder participation in the
National Joint Programme in charge of developing REDD+ for the country. Members of the
committee include representatives from the government, civil society, and indigenous
groups.239

REDD+ Challenges
Several challenges have emerged in the implementation of REDD+ in Ecuador, including:
(1) inequality generated via the Socio Bosque program; (2) lack of clarification regarding
ownership of ecosystem services; and (3) continued extraction of lucrative oil reserves.
Socio Bosque provides an opportunity to investigate the effects of a PES program in
Ecuador before REDD+ is fully implemented. Distribution of knowledge remains a large
barrier to equitable and full participatory involvement in the program. Many communities
entered the program based on votes in the community assembly, but most members did not
know how the incentives were managed or the terms of the agreement. Program benefits are
distributed based on existing community power hierarchies rather than according to the
burden of implementation and foregone opportunity costs. For example, women were less
informed about the program and may sacrifice more land access for conservation without
receiving increased payment. Krause et al.’s case study illustrates that inclusive participation,
information sharing and incentive management should be improved and community
hierarchies of power should be buffered240. However, Krause et al. also note that efforts to
enforce equity in benefits sharing and participation may violate community autonomy.241
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Long-term funding for Socio Bosque remains uncertain, agency coordination is not
smooth, and payments are low compared to lost opportunity costs.242 Although REDD+
programs demand proof of additionality, Socio Bosque does not. New REDD+ programs may
not reward communities who have been successful forest conservationists and who currently
benefit from Socio Bosque’s financial incentives.243
Ecuador’s 2008 Constitution was drafted with considerable input from indigenous groups
and is considered the world’s first “eco-constitution.”244 However, its interpretation has been
subject to controversy. The Constitution gives the state authority over forests and declares
that “environmental services are not susceptible to appropriation; [and] that their production,
provision and use will be regulated by the National Government”.245 It is thus unclear how
and to what degree indigenous peoples and forest dependent communities will benefits from
ecosystem services, since they will be largely controlled by the state.
At the same time that it is promoting REDD+, the Ecuadorian government continues to
permit the exploitation of vast oil reserves in the country. The national government owns
subsurface rights and oil sales have played an invaluable role in the country’s economy,
constituting more than half of the country’s exports for the first 30 years after oilʼs
discovery.246 Oil exploration continues to be permitted in indigenous-controlled lands and
protected areas.247 The national government attempted to prevent drilling in the oil-rich
Yasuní-ITT248, offering to leave nearly 900 million barrels of oil in the ground if international
donors provided sufficient funding to compensate for the foregone revenue.249 Unfortunately,
this initiative failed to meet funding goals and President Correa has announced intentions to
begin oil drilling in the area.250

REDD+ and Indigenous Peoples
Indigenous groups in Ecuador have become a powerful coalition, influencing presidential
selections and the writing of the most recent constitution. 251 The Confederación de
Nacionalidades Indígenas del Ecuador (CONAIE) unites indigenous groups from all over the
country. However, it is also important to note that not all IPs feel the organization represents
their interests. Although CONAIE is against both Socio Bosque and REDD+, the
participation of indigenous groups in Socio Bosque continues to increase.252
Because indigenous groups control the majority of forested lands in Ecuador, REDD+
cannot be accomplished in the country without their cooperation.253 Some IPs refuse REDD+
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on the grounds that it represents a continuation of neoliberal policies and encourages the
expansion of international markets largely responsible for environmental destruction and
disenfranchisement in the first place.254 Other IPs are demanding increased participation in
the design of REDD+ projects in order to shape the program according to their own needs. It
is clear that REDD+ participation among indigenous groups largely depends on the degree of
internal organization and the dissemination of positive or negative information about the
program.255 For example, the American company Eco-Genesis signed an agreement with the
Waorani group for rights to the environmental services generated by their communal forest
for 30 years without community consultation. Although this agreement was eventually
overturned, it nonetheless serves to illustrate the threat that REDD+ can pose to indigenous
communities and the need for FPIC to be properly enforced.256

REDD+ in Ecuador
• 3 REDD+ Projects; 14 REDD-Readiness initiatives
• UN-REDD Partner country
• The Government of Ecuador has been a key actor in REDD+SES participating in the
development, governance and use of the standards.

Key REDD+ Actors
• The Ministry of the Environment (MAE) oversees all REDD+ activities and includes the
National Department for Climate Change Mitigation and the National Department for
Climate Change Adaptation.
A
• 2010 Executive Decree established the Inter-Institutional Committee on Climate Change
(CICC257) within the MAE to coordinate all national climate change activities.
• Other institutions include the National Joint Program’s executive board that contains
representatives from the MAE, UN, FAO, UNDP, and UNEP, as well as a National
Standards Committee for REDD+ that involves representatives from the government, civil
society, local communities, and indigenous groups.
• National and/or international civil society organizations in conjunction with private
businesses have facilitated pilot REDD projects.

REDD+ Funding
• Funding for REDD+ has come from the Ecuadorian government, the Food and Agriculture
Organization (for a national forest evaluation), GIZ (German Federal Enterprise for
International Cooperation), KfW (the German Development Bank), and the UN-REDD
program.	
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TANZANIA

Country Background
Tanzania’s forests are concentrated in savanna woodlands (90% of the country’s forest
cover). Other forest types included montane, coastal, and mangrove forest, but the majority
of the country relies on the Miombo woodlands for their livelihoods.258 Tanzania differs from
many other REDD+ countries in its lack of recognition of indigenous peoples within its
territory. There are 125-130 ethnic groups in Tanzania yet only 4 self-identify as indigenous
peoples (the hunter-gatherers Akie and Hadzabe and the patoralists Barabaig and Maasai).
These groups consist of over 524,000 people, which comprise just over 1% of the
population.259
Thirty-nine percent of Tanzania’s territory is
forested.260 Within its mainland forest area, 48% is held in
forest reserves, 6% is protected area, and 46% is village and
general open access forests. From 2005-2010 deforestation
occurred at the high rate of 1.16%.261 The main drivers of
deforestation include agricultural expansion, production of
charcoal, firewood extraction, and logging. 262 Forest fuels
from woodlands provide 95% of the country’s energy needs,
both rural and urban, and 75% of the country’s materials for
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construction.263
Most land in Tanzania is designated as village land (70%), in addition to reserves (28%)
and open access general land (2%).264 Much of this village land is not officially demarcated
based on actual land use patterns. 265 The lack of formal land title can limit some
communities’	
   abilities to participate in current carbon sequestration projects (voluntary or
CDM) as well as REDD+.266 Beginning in the 1990s, Tanzania moved toward decentralizing
control over its forests through Participatory Forest Management (PFM). While Tanzania is
often held up as an example of decentralization of forest control, only 10% of forests have
actually achieved community forest management.267 Management occurs through Village
Land Forest Services, in which the village council creates a management plan and takes
responsibility for patrolling, and Joint Forest Management, in which the local community
makes an agreement for management of state lands.268 Within this context, the Tanzanian
government has been developing REDD+ since 2008, with the implementation phase
beginning in 2013. The National REDD+ Task Force contains 13 representatives from
government ministries and 1 from civil society. Since 2012, the Task Force has worked in
coordination with 5 technical working groups to facilitate REDD+. One of the working
groups is developing a participatory method of MRV that in addition to carbon, will also
monitor livelihoods, governance, and biodiversity. 269

REDD+ Challenges
The main concern facing Tanzania is devolving REDD+ benefits to communities who
engage in REDD+ activities. These challenges can be seen in the aforementioned lack of land
right demarcation, as well as the limited range of the Participatory Forest Management (PFM)
process and ineffective stakeholder engagement. Although PFM has become “the overall
guiding principle for forest policy in Tanzania,”270 actual devolution of forest management in
practice is much less common than legislation would suggest. Some villages have been
waiting for approval of their required forest management plans for well over a decade.271 In
response, some have turned to jointly managing state owned lands.272 Mustalahti et al. argue
that while REDD+ could facilitate PFM, REDD+ is likely to be just as slow and even more
complex to implement than PFM.273
Both civil society organizations and indigenous groups (see below) have argued that that
they have been excluded from the process of creating REDD+ in Tanzania. In response to
these criticisms, one civil society representative was added to the REDD+ Task Force, and
working groups were created with representatives from NGOs, civil society, and the private
sector. REDD+ Social and Environmental Standards are being drafted for the country, but
263
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they are not yet included in the national strategy draft. Some REDD+ pilot projects have
voluntarily chosen to use standards of FPIC or obtain Verified Carbon Standard or Climate,
Community, and Biodiversity Standard certification that addresses safeguards. 274
Nevertheless, some communities remain concerned that safeguards may not be enforced on
the ground and may fail to prioritize villagers’ needs. In one case study, Mustalahti et al.
found that villagers were primarily concerned about water scarcity, rural development, and
food security, which were not directly addressed by REDD+ initiatives.275

REDD+ and Indigenous Peoples
The main concern regarding the impact of REDD+ on indigenous peoples in Tanzania is
the lack of recognition of their identity as indigenous. The Tanzanian government does not
recognize the existence of indigenous populations in their territory. As a result, most IPs do
not self-identify as indigenous out of fear of being alienated by the government.276 Many
define themselves by alternative lifestyles but not by their indigeneity. These alternative
lifestyles (hunter gatherers and pastoralists) are actively suppressed by the Tanzanian
government, which raises concerns regarding the ability to protect indigenous concerns raised
by REDD+ in a country whose government is so hostile to these populations.277 Past dealings
with PFM has not been favorable to indigenous peoples, as many indigenous pastoralists are
excluded from decision-making around village lands because they are seen as temporary
migrants instead of stakeholders.278
The process of REDD+ was fairly advanced before civil organizations or indigenous
groups became involved.279 For example, the REDD+ Task Force was created without an
indigenous representative. In response to this exclusion, indigenous groups formed a National
Indigenous Peoples Coordinating Committee on REDD in Tanzania in 2009, and an
indigenous representative was invited to contribute to the final draft of the REDD+ plan for
the country.280

REDD+ in Tanzania
• 9 REDD+ projects; 12 Readiness initiatives
• UN-REDD partner country
• World Bank FCPF participant
• The Government of Tanzania has been a key actor in REDD+SES participating in the
development, governance and use of the standards.

Key REDD+ Actors
• REDD+ project coordination is overseen by the Division of Environment in the Vice
President Office, and the Forest Service manages REDD+ on the ground via the National
REDD+ Task Force. 	
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• NGOs active in Tanzania’s REDD+ include CARE Tanzania, WCS, WWF, African
Wildlife Foundation, Tanzania Forest Conservation Group, and Tanzania Forest
Community Network.281	
  

REDD+ Funding
• Funding has arrived from the UN-REDD Programme (US$ 4.3 million, mostly contributed
by Norway) and the Royal Norwegian Government (US$ 80 million). Norway’s funding
has covered the country’s pilot projects, capacity building, and the enhancement of national
research capacity on climate change.
• Other funders include the UN-REDD program and the government of Finland.
• The future payment mechanism for REDD+ is still unclear. Payments may funnel through
centralized, national channels or may be organized so international payments can go
directly to specific projects.282
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BRAZIL

Country Background
Brazil is a highly biodiverse country and the home of the Amazon Basin, with forests
covering approximately 60% of its land area.283 Due to a network of protected areas and
indigenous territories, and more recent state policies removing subsidies for soy, Brazil
maintains some of the best-preserved forests in the Amazon.284 Although Brazil has advanced
numerous policies and programs to increase forest protection, deforestation and biodiversity
loss continue to be a major issue of concern. According to Nepstad et al., approximately
19,500 km2/year was cleared between 1996 and 2005, making Brazil the 4th largest emitter of
carbon dioxide globally due to its high deforestation
rate.285 Following 2005, deforestation in the Brazilian
Amazon has significantly decreased (70%) due to the
collapse of soy prices, state policy interventions in the
forest and agricultural sector, pressure from
environmental groups, and the expansion of protected
reserves and indigenous territory 286 . Key drivers of
deforestation in the Brazilian Amazon include: road
development and expanded settlements, legal and illegal
logging, mining, agriculture and ranching, especially the
large-scale production of beef, timber, and soy. Cattle
ranching remains the primary commercial land use in
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the Brazilian Amazon.287
Brazil has actively participated in international climate negotiations and is often
applauded as setting an example for how developing countries can transition to a green
economy. Since the 1980s, indigenous peoples’	
   movements, environmentalists, and
researchers have called attention to the social and ecological destruction caused by
development in the Amazon. In recent decades, a variety of environmental laws, innovative
programs and partnerships have attempted to secure a more sustainable development
trajectory for the country. 288 The Brazilian Forest Code of 1965 establishes minimum
percentages of forest cover for each ecological region. In the Amazon biome, for example,
landowners are required to maintain a minimum of 80% forest cover.
Although Brazil is still in the process of developing a national REDD+ strategy, actions
have been taken at the national, sub-national, and jurisdictional level to advance REDD+. In
2008, Brazil launched its National Climate Change Plan and announced its commitment to
reduce Amazonian deforestation by 80% in 2020. In the same year, the Amazon Fund was
established as a non-reimbursable investment fund for the protection and conservation of the
Brazilian Amazon. The Fund is managed by the Brazilian Development Bank (BNDES) and
is considered an integral component of Brazil’s REDD+ approach. Disbursements are
performance-based and adhere to established REDD+ social and environmental safeguards.
Numerous REDD-related initiatives have also emerged at the state-level in Brazil. In
2008, six of Brazil’s Amazonian states joined the international Governor’s Climate and
Forests Task Force (GCF), which aims to connect states to market and non-market financing
for low-carbon rural development and REDD+. The state of Acre has been particularly active
in advancing a green agenda and, since 2009, has pursued extensive territorial planning as a
REDD-readiness strategy that includes registration of smallholder properties, geo-referencing
of property boundaries, and land use mapping.289 In 2010, Acre launched the System of
Incentives for Environmental Services (SISA), a state-wide program of economic incentives
to reward good land stewardship practices, including activities that sequester carbon, preserve
biodiversity or provide watershed protection.290 In addition, the state of California may soon
accept carbon offsets generated in Acre as part of its recently inaugurated cap-and-trade
program.291
In the Brazilian Amazon there are at least 25 pilot REDD+ initiatives, as well as many
other PES and afforestation and forest restoration programs (Duchelle et al. 2014). These
initiatives operate in very different political economic contexts, with varying levels of forest
cover, land tenure security, and diverse types of rural livelihoods.292 The projects involve
partnerships between various government agencies, donor bodies, and NGOs at multiple
scales. REDD+ funding is used to improve stakeholder engagement in REDD+ design and
implementation, clarify land and carbon rights, define emission reference levels and MRV,
facilitate safeguards, produce policy research and advocacy, strengthen institutions, improve
forest management, and provide carbon offsets and performance-based payments.293 Brazil’s
287
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REDD+ developments are very difficult to follow given the diversity of project elements,
agreements, and partnerships; it may be a challenge for Brazil to consolidate this variety into
one coherent, national REDD+ strategy.
Although the Amazon Fund adheres to REDD+ safeguards in writing, and the states of
Acre and Amazonas utilize REDD+ SES, Brazil is still in the process of establishing a formal
national system for addressing safeguards for REDD+.294 The Brazilian Forest Service and
the Brazilian National Institute of Space Research is in charge of monitoring activities in
Brazil, and the Ministry of Environment submits technical notes detailing progress on
emission reductions. In June of 2014, Brazil became the first country to submit a forest
reference emissions level to the UNFCCC. Brazil is taking a “stepwise approach”	
   and will
continue to adjust forest emission calculations as new information becomes available.
REDD+ proponents applaud Brazil’s efforts as offering an example for other countries to
follow.295

REDD+ Challenges
Despite notable progress in advancing REDD+ at multiple scales, Brazil’s REDD+
programs continue to face significant challenges. These include unclear land tenure,
contradictory environmental and development policies, and debates over appropriate REDD+
mechanisms and safeguards.
Clear and enforceable property rights are fundamental to the success of REDD+ as
currently conceived. Unfortunately, although Brazil is noted for having one of the best
records of all tropical countries in clarifying ownership and access rights to forest-dependent
communities, tenure insecurity is still pervasive in the Brazilian Amazon and nearly one-third
of the Legal Amazon296 is subject to private land claims that have yet to be officially
verified.297 Most forest clearing activities occur on lands without formal property titles.
Hence, failure to establish and enforce clear land and carbon rights may not only jeopardize
Brazil’s ability to expand REDD+ initiatives, but may also challenge its ability to meet its
larger commitments to forest protection.
Land reform programs such as the Legal Land (Terra Legal) Program have attempted to
address past land reform failures by granting land titles to smallholders claiming rights to
non-designated public land in the Amazon and linking these to environmental compliance
requirements (i.e. plans to maintain or recuperate 80% forest cover). However, the program
has encountered many challenges and has not completed land titling to the extent expected.298
Legal clarification of land tenure is a priority of REDD-readiness activities in many pilot
projects and is encouraging the acceleration of land titling processes. Although researchers
suggest that this titling acceleration may increase the equity of REDD+, they note that it also
runs the risk of overlooking traditional forest rights, thereby causing forest users to lose
access to important land areas and resources.299 In addition, with the exception of Acre where
carbon has been declared the property of the state, all other Brazilian states are still awaiting
294
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clarification of who owns the right to the carbon sequestered in forests.
As in many countries, REDD+ has been hotly debated in Brazil and numerous groups and
communities have expressed their opposition to REDD+. Various social movements, NGOs,
and indigenous groups have requested the Brazilian government reject REDD+.300 They
question the market-based approach sought by some REDD+ proponents and insist that the
government focus instead on comprehensive land reform and the demarcation of indigenous
territory.301 Some critics draw attention to rural policies that contradict REDD and other
environmental programs, such as rural credit programs that stimulate extensive cattle
ranching, large-scale infrastructure projects, expansion of oil and gas extraction, and
monoculture plantations of eucalyptus for paper production.302 Others note that incentives to
preserve forests have been weakened in recent years as a result of increasing commodity
prices for beef and soy, as well as the 2012 revisions to the Forest Code, which reduced forest
cover obligations in certain regions of Brazil. Researchers from the World Rainforest
Movement note that the recent changes to the Forest Code have undermined landowners’	
  
interests in participating in the Monte Pascoal-Pau forest restoration project in Bahia. As a
result, the coordinating NGO was unable to deliver the amount of sequestered carbon it had
already sold as carbon credits to the Natura Company.303
In sum, the concerns and challenges associated with REDD+ in Brazil have been similar
to those encountered in other countries, particularly issues of land tenure and carbon rights.
Many dimensions of REDD+ continue to be debated. For example, although REDD+ credits
have only been subject to voluntary purchase thus far, some fear that the sudden integration
of REDD+ credits to the carbon market could destabilize the market and cause carbon prices
to plummet internationally. In addition, there are continuing debates regarding the extent to
which landowners should be compensated by REDD+ for fulfilling their forest cover
obligations required by the Forest Code. Opponents argue that landowners should not be
compensated for being in violation of the law and that the reforestation of degraded lands
does not fulfill additionality requirements.304 Supporters, however, argue that this economic
support is critical to helping landowners transition to sustainable land use practices and point
to other cases in which PES payments have been used successfully to incentivize compliance
with national environmental laws.305

REDD+ and Indigenous Peoples
Indigenous peoples (IPs) live in and manage at least 25% of the Brazilian Amazon. They
play an integral role in protecting precious forest and water resources and will be deeply
affected by REDD+. Both the diversity of indigenous peoples and the variegated forms of
REDD+ in Brazil mean that there is no single indigenous experience or perspective on
REDD+. Long instead suggests that REDD+ outcomes are context-specific and that
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indigenous peoples must consider REDD+ projects carefully on a case-by-case basis.306
Brazil is faced with the complex challenge of mitigating climate change while also protecting
its tropical forests and fulfilling obligations to IPs. The 1988 Constitution provides strong
protections for indigenous peoples and establishes the Union’s responsibility to demarcate,
protect and guarantee respect for indigenous peoples’	
   traditional territories and assets.307
Although the implementation of these rights is a long process and IPs have a extensive
history of being marginalized by the Brazilian state, Long notes that there have been positive
gains for indigenous rights in recent years, citing, for example, the Supreme Court’s decision
to uphold the demarcation of Raposa Serra in 2009.308
Throughout the world, many IPs have approached REDD+ with skepticism and Brazil is
no exception. Depending on the particular project structure, REDD+ initiatives can produce
negative impacts for IPs. When property rights are unclear or unenforced, IPs are at risk of
losing forest access rights and/or being excluded from REDD+ benefits. Some REDD+
projects are poorly designed and lead to limits on livelihood activities, thereby producing
dependence on REDD+ funding. Already, REDD+ pilot projects have produced controversial
outcomes in some indigenous communities. The Guaraquecaba Climate Action Project, for
example, a REDD+ initiative led by The Nature Conservancy in collaboration with American
Electric Power, General Motors, Texaco as well as Brazil-based organizations, has been
labeled one of the ten worst REDD-type projects in Latin America by a coalition of
indigenous and activist organizations. It is criticized for limiting the livelihood practices of
the Guarani people and using armed guards from the Force Verde to patrol REDD+ areas.309
Despite worrisome examples of REDD+ projects and continuing concerns regarding the
commodification of IPs’	
   forests, there are also cases of REDD+ in Brazil that have been
considered successful collaborations between NGOs and IPs. If designed correctly, Long
notes that REDD+ can increase income and livelihood options for IPs and rural populations.
It can also facilitate secure property rights and state recognition of indigenous territory.310
Some proponents suggest that REDD can be designed to co-exist with many indigenous
activities, thereby providing additional income to IPs.311

REDD+ in Brazil
• Over 25 REDD+ pilot projects
• Six Brazilian states (Acre, Amapá, Amazonas, Mato Grosso, Pará, Tocantins) are members
of the Governors' Climate & Forests Task Force (GCF)
• In 2010, a Memorandum of Understanding was signed between the governors Acre, Brazil
and California to facilitate an offset program for REDD+ in Brazil that would link to
Californiaʼs carbon market.
• State governments of Brazil have been key actors in REDD+SES participating in the
development (Pará) and use (Acre and Amazonas) of the standards.
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Key REDD+ Actors
• Interagency Task Force on REDD and Climate Change created by President Lula in 2009
• Ministry of the Environment

REDD+ Funding:
• As of 2012, Brazil had over US$1 billion committed to financing REDD+, with most of it
being held in the Amazon Fund. Norway has contributed over half of this funding and more
than US$266 million has already been disbursed.
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5. Approaches for an Alternative
REDD+ Vision

REDD+ is a mechanism that aims to mitigate climate change through a set of policies and
programs that conserve and enhance carbon in the forests of developing countries. The fact
that much of the remaining forest areas are owned, managed or inhabited by indigenous
peoples means that their territories have become a priority for REDD+ activities. In its
current form, REDD+ has raised a series of red flags for indigenous peoples. The mainstream
approach to REDD+ has been driven by market logic; it has utilized top-down governance
structures; failed to sufficiently address or resolve land tenure claims; and, in many cases, has
failed to respect indigenous rights of FPIC, as evidenced in many country profiles presented
in this report. For these reasons, many indigenous communities and organizations have
expressed concern about the form, design and implementation of REDD+.
In response to the mainstream approach to REDD+, scholars, social movements, NGOs and
indigenous peoples have argued urgently for the development of alternative approaches to
reducing deforestation and forest degradation. According to Pokorny et al “REDD+ projects
can be expected to have poor social and environmental outcomes unless they use substantially
different approaches, which build on the capabilities of the wide range of local natural
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resources managers to undertake efficient resource management and conservation”. 312
Indigenous peoples with a demonstrated history of sustainable forest management can
provide critical guidance in building an alternative approach to REDD+.
Indigenous peoples have increasingly inserted themselves into climate change debates as a
way to influence effective and equitable mitigation strategies. During the 8th COP (2002) in
New Delhi, indigenous peoples made the statement “Our duty as indigenous peoples to
Mother Earth impels us to demand that we be provided adequate opportunity to participate
fully and actively in all levels of local, national, regional and international decision-making
processes and mechanisms in climate change”.313 In addition, a recent report by the Special
Rapporteurs of the UN Permanent Forum on Indigenous Issues (UNPFII) argues that
indigenous peoples’ biocultural perspective and approach have credence because of the long
history and success of indigenous peoples in protecting forests and biodiversity. It reads:

“We as indigenous peoples have preserved the biodiversity of our lands for
hundreds of years by caring for nature and using it only in sustainable ways.
The places where we have been able to live free from so-called development are
now recognized as the most biologically diverse places on earth. With such a
track record, we of all people are justified in demanding that we be allowed to
continue our traditional uses of plants and animals.”314
NGOs and indigenous groups have offered alternative proposals and visions of REDD+ on
multiple scales. For example, the US-based Indian Law Resource Center draws on
international law to develop 10 key principles for REDD+ to guide the actions of national and
international actors. 315 COICA 316 , a coordinating body representing a network of 9
indigenous organizations in the Amazon Basin, provides critical indigenous perspective on an
alternative to REDD+ 317 . A coalition of Peruvian regional and national organizations
(including AIDESEP, FENAMAD and CARE) 318 provide recommendations for REDD+
based on an analysis of the policies and impacts of REDD+ in Peru319. AIDESEP has
published a concise report emphasizing the importance of indigenous peoples’ territorial and
collective rights 320 . And IPCCA 321 utilizes a biocultural approach that emphasizes the
importance of non-market approaches and non-carbon benefits in REDD322.
312
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All of these organizations advocate for due respect of indigenous rights under UNDRIP in all
REDD policies and programs. These include rights to self-determination and FPIC, to secure
and expanded land tenure prior to REDD+ implementation, and to protection against forced
displacement. They also advocate that REDD+ address economic drivers of deforestation,
utilize non-market mechanisms, observe non-carbon benefits, share benefits equitably,
include meaningful participation of indigenous peoples, and recognize the importance of the
traditional ecological knowledge that has maintained forests and biodiversity for generations.
Based on the results of these reports by indigenous groups and peer-reviewed literature on the
subject, we proceed to outline the key elements for an alternative vision for REDD+. These
elements are collective action, a biocultural approach, a rights-based approach, and a nonmarket approach. While not exhaustive, these elements represent central themes drawn from
indigenous reports and academic literature on REDD and indigenous peoples.

Elements of an Alternative Approach to REDD
Collective action - Collective action is a critical approach for understanding the governance
of REDD. The work of Elinor Ostrom, a political scientist who won the Nobel Prize in
Economics in 2009, and her colleagues demonstrate the important role of collective action in
the sustainable management of common pool resources such as forests.323 Ostrom challenged
the dominant paradigm of the “Tragedy of the Commons”, which argued that common pool
resources were doomed to failure without privatization or state regulation 324 . Instead,
through analysis of thousands of empirical case studies, Ostrom’s work demonstrated that
smallholders who communicate with one another, develop their own agreements, and
establish systems of monitoring and sanctioning, are likely to manage common pool
resources sustainably and distribute resources in more equitable ways.325 Ostrom identified a
number of design principles that are often found in successful examples of sustainable
common pool resource management. These principles facilitate both social and ecological
benefits and provide a broad framework for an alternative REDD+. Chhatre and Agrawal
suggest that the transfer of ownership of large forest commons to local communities and
payments for improved carbon storage through a program such as REDD+ can contribute to
mitigation without adversely affecting livelihoods.326 Collective action is a relevant concept
for an indigenous REDD+, as Article 13 of the Indigenous and Tribal Peopleʼs Convention
highlights the “collective aspects”	
   of the relationship of indigenous peoples to their lands and
territories327. We recognize that indigenous territory has characteristics and meaning that are
not fully represented by the terms “common property”	
   or “communal lands”. The concept of
territory is a broader concept than communal lands and captures “the total environment of the
areas which the peoples concerned occupy or otherwise use.”328
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According to Ostrom, successful commons management requires:329
1. Boundaries –	
  Boundaries should be clearly defined and recognized. Boundary-making
can take the form of formal or informal demarcation of land or territory, and is broadly
tied to the concept of land rights and tenure. Indigenous territories have only been
partially recognized and many communities continue to struggle over land rights.
According to the World Bank, indigenous peoples safeguard approximately 80% of the
planet’s biodiversity within their traditional territories, yet legally have title to less than
11% of these lands.330 Communities with nationally recognized land rights, often have
only partial access to their original territory or lack control over the full range of
resources on their ancestral lands –	
  including surface, subsurface water and minerals, and
genetic resources. An alternative REDD would establish and secure indigenous land and
resource rights as a critical first step in the long-term protection of tropical forests and the
cultural and biological diversity contained therein.
2. Proportionality –	
   Costs of management should be proportional to the benefits. This
design principle suggests that communities must receive meaningful and equitable
benefits from projects such as REDD+. Proportionality is linked to the REDD+ concept
of benefit sharing, and suggests that benefits should be equal to or greater than the costs
of project participation. As IPs are not a homogenous group and may desire particular
strategies depending on their unique geographic, socio-economic, and historical contexts,
there is likely to be a wide range of activities that can strike the balance of proportionality
necessary for a successful REDD+ program. It is also important to note that costs and
benefits for indigenous peoples may not be limited to strictly monetary transactions, but
instead involve broader socio-economic, ecological and cultural concerns. Therefore,
REDD+ benefits should be distributed in a transparent and equitable manner in
accordance with indigenous peoples’	
   unique socio-economic, ecological, cultural, and
spiritual values.
3. Collective choice –	
   Rules should be made by the resource users themselves. This design
principle highlights indigenous rights to self-determination, FPIC, and full and effective
participation. 331 Therefore, the design and implementation of REDD+ in indigenous
communities will not likely succeed as a top-down model, but rather must be developed
by indigenous peoples based on their own systems of decision-making and governance
structures. FPIC must be strictly applied and indigenous communities given the choice to
opt-in or opt-out of REDD+ activities. If they choose to participate, they must be given
the opportunity to participate fully and effectively, not only in monitoring and tree
planting activities, but in the design, implementation and governance of REDD+ at
various scales.
4. Monitoring –	
  A system must be in place to track people’s behaviors. Various tools for
Measurement, Reporting and Verification (MRV) of carbon storage and sequestration are
329
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under development for REDD+. The Cancun Agreements affirm the importance of
monitoring and reporting systems for carbon at national and subnational levels, and
recognize the need to monitor safeguards. Based on several workshops of organizations in
REDD+ countries, Riamit and Tauli-Corpuz (2012) found that MRV tools have been
developed “in anticipation of…market-based financing of REDD+”	
  with an emphasis on
the monitoring of carbon as opposed to social and environmental safeguards. 332 In
addition to carbon, safeguards should also measure, report and verify on the following
criteria associated with REDD:
1) Land tenure; 2) respect for human rights; 3) full and effective
participation, including free, prior and informed consent; 4) customary law
and governance systems on ecosystem and natural resource management; 5)
traditional knowledge systems and roles in forest management; 6) traditional
occupations and livelihoods; 7) benefit-sharing; 8) conflict resolution and
management; and 9) gender.
It is important to note that many indigenous communities already have systems in place to
actively monitor their forest boundaries. 333 Following the over 20 indigenous
organizations around the world, we suggest that REDD+ monitoring must move beyond
carbon to include non-carbon aspects of REDD+, such as the social, economic,
environmental and governance safeguards in more substantial ways.334
5. Sanctions –	
   Individuals who break established rules must face consequences. These
sanctions have been largely focused on strategies to penalize rule-breaking locally.
However, the global nature of REDD+ demands that sanctions also operate across scales,
penalizing actors nationally and internationally that violate agreed upon transparency,
forest governance, or FPIC rules.
6. Conflict resolution mechanisms –	
   Conflict between users should be resolved. Riamit
and Tauli-Corpuz (2012) argue that systems of conflict resolution must be in place for the
success of an expanded MRV concerned not only with carbon but also the social and
ecological safeguards and non-carbon benefits of REDD+. 335 More research and
discussion is needed to determine the site, form, and scope of conflict resolution
mechanisms.
7. Minimal recognition of the right to organize –	
   Communities must have sufficient
autonomy to make decisions apart from non-local authorities. This design principle
reflects the importance of self-determination and the right to accept or reject REDD+. It
also signals the importance of indigenous autonomy in the design of a REDD+ approach
appropriate to their particular needs and culture. It is critical that the rule making of
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indigenous peoples supersede that of non-local users. External influence or force can
undermine the success of communal and/or indigenous forest management.
8. Nested Enterprises –	
   Nesting of various institutions suggests that all levels of
governance have an important and legitimate role to play. This design principle suggests
that governance operates on multiple scales, particularly in management of a global
problem such as climate change. Therefore, forest governance at local scales must be
nested within environmental governance operating at larger scales creating a dynamic and
reinforcing synergy. Currently, international and national forms of governance dominate
REDD+ governance. However, decision-making about local forest governance and
management must play a more central role in the governance of REDD+. In indigenous
territories, REDD should be driven by traditional ecological knowledge and scaled up as
necessary to national and international spheres.
In addition, according to Tauli-Corpuz and Lynge, “indigenous peoples through their
representatives should have a voice and vote”	
  on decisions that affect indigenous peoples or
their territories occurring within institutions such as WB-FPCF and UN-REDD. Therefore,
while all levels of governance have an important role to play in REDD+, in indigenous
contexts, basic tenets gleaned from the diverse body of traditional ecological knowledges
should be scaled up to shape broader rules in national and international arenas. In relation to
REDD+, indigenous peoples have largely demonstrated their ability to successfully manage
forest systems, and should be given the right to continue their unique forms of governance
without interference from non-local users.
There are additional elements that can be added to Ostrom’s design principles of common
property management in order to better align with an indigenous approach to REDD. These
include a rights-based approach, a biocultural approach, and a non-market approach.

Rights-based approach: A rights-based approach suggests that the UNDRIP should guide
all aspects of REDD+ and inform safeguard policies. Indigenous peoples have a right to
participate in REDD+ and/or carbon markets (if they so choose), but based on FPIC they also
have a right to be fully informed and to oppose participation all together. UN-REDD and
World Bank documents make reference to and have incorporated aspects of UNDRIP.
However, some worry that the weak language used in international REDD+ documents, as
well as the non-legally binding nature of UNDRIP may diminish the effectiveness of rightsbased policies in REDD+. Legally binding adherence to UNDRIP should be mandatory for
operationalizing and implementing REDD+ in indigenous communities. For indigenous
peoples, human rights are directly related to territory. Therefore, recognition of indigenous
rights to territory and the resolution of land tenure conflicts should be a prerequisite for
participation in REDD+.

Bio-cultural approach: Also critical to an indigenous REDD+ is an ecosystem-based, biocultural approach. This approach highlights the relationship between indigenous peoples and
their environments, and the wealth of traditional ecological knowledge they have acquired
over generations. It also reflects a dynamic and dialectical relationship between people and
the environment. For example, many indigenous peoples recognize that human-induced
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environmental damage ultimately results in harm to society. There is also a spiritual
connection many indigenous peoples have to the land, which guides their land use practices.
A bio-cultural approach is ecosystem-based rather than market-based. 336 Forests are
recognized for their social, cultural, economic and spiritual values that cannot be adequately
represented in monetary terms alone. The bio-cultural approach is consistent with the
indigenous concept of Buen Vivir, an alternative perspective for development that emphasizes
living in harmony with nature. To some extent, this perspective also aligns with the work of
Karl Polanyi, a Hungarian political economist and social theorist who argued that nature is a
fictitious commodity. That is, nature was not produced for sale, but rather has social and
cultural values that exist outside the preview of the market. Therefore, Polanyi concludes that
nature should neither be commodified nor subjected to free market mechanisms. As we have
witnessed worldwide in the opposition to REDD+, any attempt to manage nature according to
the dictates of a market invariably produces resistance, particularly among indigenous
peoples.

Non-market approach: A non-market approach to REDD+ recognizes the multiple values
of forests beyond the economic and beyond carbon. It questions the use of global carbon
markets as the main financial mechanism for protecting forest ecosystems. A non-market
approach also draws attention to the important social, cultural, ecological and spiritual values
of forests, and recognizes that the commodification of land and forests can lead to the loss of
IPs’	
  sovereignty, territory, and resource access.
Although the finance mechanisms for REDD+ have yet to be formally decided, the market
model appears to have significant traction in international and national arenas. Nearly all
mitigation strategies reflect an orientation to the market, as seen in the flexibility mechanisms
of the UNFCCC, the World Bank’s penchant for carbon markets in the FCPF, and the
standardization of MRV and rigorous carbon calculations consistent with requirements for a
future market.337 Alternatively, a non-market approach would not support carbon markets for
forest-based mitigation initiatives such as REDD+.
As discussed previously, there have been numerous critiques of a market-based approach to
climate change mitigation. The EU ETS and CDM have experienced wild volatility, which
significantly reduced carbon trading and therefore emission reductions. In addition, markets
disproportionately favor those with greater access and power in the market and often produce
an uneven distribution of benefits.338 Furthermore, markets for REDD+ would likely target
land uses with the lowest opportunity costs which, when based on financial calculations, is
invariably subsistence use. This last point raises questions regarding how REDD+ may affect
rural livelihoods, the ability of forest-dwellers to continue practicing subsistence agriculture,
and the future of local food security.
Various actors and indigenous peoples have expressed concern about markets for REDD+.
COICA warns that existing carbon markets are volatile, susceptible to speculation and market	
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“bubbles’, and are generally too risky to be relied upon as the principal mechanism for
facilitating mitigation. A 2007 proposal on the Forest Retention Incentives Schemes by the
Government of Tuvalu suggests that financing be based on voluntary state and corporate
contributions and international climate funds. The proposal makes clear that market
mechanisms are to be avoided, stating “quarantining the Scheme from carbon trading may
remove some of the incentives to fraud the system or to gain carbon credits where no real and
long-term climate benefits are achieved.”	
   In sum, an alternative indigenous approach to
REDD+ will require funding sources that are not linked to international carbon markets.
While both carbon markets and voluntary funds have been proposed as possible long term
finance mechanisms, permanent finance for REDD+ has yet to be decided. Existing forestbased carbon projects are largely financed through the voluntary market and to a lesser
degree, the CDM. REDD+ pilot projects are currently supported through several funds aimed
at preparing developing countries to implement REDD+ activities. The largest funds, which
include Norway’s International Climate and Forest Initiative, the Amazon Fund, and World
Bank funds are sourced from voluntary contributions from a small number of developed
nations and provide payments for demonstrated carbon reductions. However, these funds are
temporary and only support pilot projects until a more permanent fund or market for REDD+
can be established. Of these two finance mechanisms (fund and market), there has been
significant traction behind the market approach.
As discussed throughout this report, the prospects of a carbon market for REDD+ has been
highly controversial due to the failure of the market to produce real emission reductions, the
market’s tendency towards volatility, uncertainty around offsets, and more fundamental
concerns regarding the long-term implications of the commodification of nature. Although
billions of dollars have been pledged for REDD+ funding, as of 2012 only $486 million had
been disbursed.339 The long-term financial support for REDD activities is still in question.
In light of these concerns, we propose economy-wide carbon taxes in industrialized countries,
which could generate ongoing revenue for REDD+ activities. Carbon taxes have been met
with some political resistance based on arguments about cost burdens and impacts on the
economy. However, all emission reductions have a cost and somewhere along the commodity
chain someone will pay, whether the producer or the consumer in a carbon-intensive
economy. As fossil fuel emissions impose economic, environmental and health burdens on
society, based on the polluter pay’s principle the onus to bear the costs of mitigation is on the
polluter. 340 Taxes can offer an effective, low cost mechanism for climate abatement,
especially if tax revenues are returned to the economy.
Some argue that taxes provide a broader policy that is “more effective and less invasive than
the regulatory approach that the federal (U.S) government has pursued thus far.341 Carbon
taxes have gained traction with some governments, which have implemented carbon taxes on
a variety of fossil fuel emission sources. Jurisdictions with some form of carbon tax include
339
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Costa Rica, Ireland, UK, Switzerland, the Netherlands, Denmark, Norway, Sweden, Finland,
India, Quebec and British Columbia (Canada) (see Figure 3). These funds have been used for
renewable and cleaner energy, forest protection and conservation, and government revenue.
In some cases such as Ireland, funds have been returned to low-income families to offset the
financial burden of the carbon tax. In 2013, the Sanders-Boxer “Climate Protection Act” to
reduce U.S emissions through an economy-wide carbon tax was introduced in the Senate. By
targeting the country’s largest emitters and pricing carbon dioxide initially at $20 per ton with
gradual increases over 10 years to $33, the proposal aims to reduce emissions to 80% below
2005 levels by 2020. The bill estimates total revenue of $1.2 trillion over 10 years, and
proposes a fee and dividend342 mechanism in which a portion of the collected tax would be
returned to the public. In fact, 60% of the tax revenue would be returned through rebates to
consumers likely to be affected by higher prices. The rest would support energy efficiency,
renewable energy, and work training programs to transition labor toward a more sustainable
economy. While this would be a significant milestone on climate action in the U.S., as
currently written the Act would not provide support for REDD+ in the developing world.

Figure	
  3:	
  Map	
  of	
  countries,	
  states,	
  and	
  provinces	
  with	
  existing	
  or	
  proposed	
  carbon	
  markets	
  and/and	
  
carbon	
  taxes.	
  Jurisdictions	
  with	
  some	
  form	
  of	
  carbon	
  tax	
  include	
  Costa	
  Rica,	
  Ireland,	
  UK,	
  Switzerland,	
  the	
  
Netherlands,	
  Denmark,	
  Norway,	
  Sweden,	
  Finland,	
  India,	
  Quebec	
  and	
  British	
  Columbia	
  (Canada).	
  Source:	
  
Environmental	
  and	
  Energy	
  Study	
  Institute	
  (http://www.eesi.org/papers/view/fact-‐sheet-‐carbon-‐pricing-‐
around-‐the-‐world)
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A Carbon Fee and Dividend approach involves a carbon fee or tax on carbon dioxide assessed at the fuel
source. The fee is collected at point of sale, and returned to citizens as a dividend to reduce the fee’s burden,
particularly to low income citizens. Carbon tax burdens can also be alleviated through reductions in personal
income taxes. Carbon taxes can facilitate the transition toward energy saving and low emission technologies.

Comment Overview

76

Navigate to Table of Contents

INDIGENOUS PEOPLES AND REDD+: A CRITICAL PERSPECTIVE

Recent action taken in the U.S. to address REDD+ through loans may provide negligible
benefits to indigenous peoples. USAID has recently partnered with Althelia Climate Fund,
which is a private sector fund for REDD+ and sustainable land use activities. USAID has
agreed to lend up to $133.8 million dollars to the fund, which will provide commercial loans
to businesses in developing countries practicing sustainable land use, agroforestry and/or
ecotourism. Speaking on behalf of USAID, John Kerry argued that entrepreneurs would
benefit from the income from their business and be eligible to earn carbon credits that can be
sold on the voluntary carbon market. This entrepreneurial model puts the costs of carbon
reductions onto developing country business actors, and is not likely to benefit indigenous
and forest-dependent peoples who rely on forests largely for subsistence needs, as activities
must generate income in order to ensure loan repayment. Alternatively, a carbon tax might be
more effective in generating the ongoing funding necessary for REDD+ activities that operate
outside of a business model (see Figure 4).

Figure	
  4:	
  Carbon	
  Tax	
  vs,	
  EUETS	
  Carbon	
  Price.	
  A	
  carbon	
  tax	
  exhibits	
  less	
  volatility	
  than	
  a	
  market	
  
and	
  could	
  generate	
  ongoing	
  support	
  for	
  renewable	
  energy	
  and	
  REDD+.	
  Source:	
  Dr.	
  Dieter	
  Helm,	
  
October	
  2012.	
  

According to Resources for the Future, results from a U.S. federal interagency assessment
suggest that a tax of $25/tCO2 on all carbon emissions would generate $125 billion annually
if applied to all carbon emissions in the U.S alone343. This would produce more than a trillion
dollars over 10 years. These funds could be used to subsidize renewable energy in the U.S
and abroad, reduce the burden on low-income families that are likely to be disproportionately
affected by the carbon tax (Fee and Dividend approach), and fund REDD+ activities in
343
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developing countries. Carbon taxes are also administratively simpler and more cost-effective
to implement compared to both regulation and cap and trade.344 In essence, carbon taxes offer
an	
  “eminently sensible”	
  solution to climate change.345
During a recent meeting with finance ministers, leaders from the IMF, World Bank and UN
expressed the importance of putting a price on carbon (including through a carbon tax) as a
key strategy to reducing greenhouse gas emissions. Managing director of the International
Monetary Fund, Christine Lagarde, said: “Carbon taxes and removing fossil fuel subsidies are
‘intelligent’ ways to reallocate resources to benefit the environment.”346 Carbon taxes may be
the ideal financial mechanism to support the UN Green Climate Fund for mitigation and
adaptation in the developing world.
Following this logic and the work of many scholars,347 we suggest an economy-wide carbon
tax in industrialized countries, the funds of which could provide support for the UN Green
Climate Fund. A portion of this fund, perhaps equivalent to the percentage of emissions from
deforestation and degradation, could go toward REDD+ activities. The Ad hoc Working
Group for Long-Term Cooperative Action (AWG-LCA) under the UNFCCC in 2009
proposed establishing a REDD+ window within the Green Climate Fund to support and
finance all phases of REDD+; this approach is advocated by numerous environmental groups
such as Greenpeace.
This fund-based paradigm requires a new approach to REDD+. Outside of a market
mechanism, REDD is no longer offset-based involving the issuing of carbon credits. This
effectively releases REDD+ from the trap of endless resources going toward rigorous systems
of MRV, the challenges and potential political influence involved in setting baselines for
REDD, and problems associated with additionality and international leakage (emissions
reduced in one country being released in another). This version of REDD is distinct from
existing “compensated reduction” approaches where payments are activity or performance
based, and tied to rigorously measured carbon reductions. Instead, a REDD fund could
support an extended version of Compensated Successful Efforts (CSE)348, which would fund
not only the implementation of domestic policies (at various jurisdictional scales) that reduce
deforestation but also efforts that reduce forest degradation, and promote sustainable forest
management and conservation as exhibited within many indigenous communities. These
policies might include agriculture interventions in beef and soy supply chains as well as the
expansion of protected areas and indigenous territories, which reduced deforestation
significantly in the Brazilian Amazon 349 . Demonstration of successful efforts (policies,
programs, land-use practices) qualifies actors for new rounds of funding. Unlike the
344
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“compensated reductions” approach, this extended version of CSE (we might call CSE+
includes policies for reducing forest degradation and advancing indigenous territorial rights,
common property management, and conservation), targets economic drivers of deforestation
such as agricultural expansion as well as rewards indigenous peoples for their long history
and continued practices of forest stewardship.
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Conclusion

This report has drawn on academic literature and reports from NGOs and indigenous
organizations to understand the critical issues pertaining to indigenous peoples with regards
to REDD+, and proposes an alternative vision for climate change mitigation in forests. What
has been clear from the research and review of this literature is that indigenous peoples have
been among the most successful stewards of forest ecosystems. While this report recognizes
that IPs are a unique and diverse group, they generally manage resources based on their
particular cosmovisions and systems of traditional ecological knowledge, which represent a
more holistic and integrated view of human-environment interactions than conventional
resource management. Nature is valued for its multiple attributes, not solely the economic.
This bio-cultural approach is critical for establishing a sustainable REDD program that avoids
producing perverse outcomes for forest communities and ecosystems. A bio-cultural
approach is ecosystem-based as opposed to market-based and therefore supports a nonmarket approach to reducing emissions from deforestation and forest degradation.
The rights and meaningful participation of IPs are paramount for the design and
implementation of an alternative REDD program. To date, IPs have not been centrally
involved in REDD+ negotiations, however, many indigenous groups are working to change
this. In addition to the approaches discussed in the previous section (collective action, rights-
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based, biocultural, and non-market approaches), an alternative REDD+ must include the
meaningful participation of IPs and fully respect their rights under UNDRIP. Drawing in part
on the work of De la Fuentes and Hajjar, we recommend the following specific policies be
used to guide an alternative REDD+ approach that is attentive to the rights of indigenous
peoples. This list is not exhaustive, but nonetheless describes critical elements for an
indigenous REDD. An alternative REDD must:
1) Strictly follow principles articulated in UNDRIP.
2) Involve the central and meaningful participation of IPs in
REDD+ negotiations and program/project implementation.
3) Clarify, establish, and extend land tenure and territorial rights
for indigenous peoples.
4) Target main drivers of deforestation and degradation, which
have been largely associated with commercial land uses in
agriculture (e.g. soy and cattle) and timber extraction,
particularly in Latin America.
5) Reward IPs for stewardship and history of sustainable forest
management.
6) Require FPIC and ensure that IPs have the right to accept or
refuse participation in REDD+.
7) Establish equitable and transparent benefits sharing.
8) Monitor and evaluate social and ecological impacts of REDD+.
9) Use a bio-cultural approach that emphasizes the social,
cultural, ecological and sacred values of forests.
10) Finance REDD+ through a carbon tax that supports a global
fund for successful mitigation efforts and policies in forests.
It is clear that both the diversity of forest peoples and the variety of REDD+ project designs
mean that REDD+ must be considered on a case-by-case basis. History justifies IPs’ cautious
stance towards REDD+. Just as there is potential for REDD+ to produce important
recognition of indigenous rights and territory, and may generate compensation for forest
stewardship practices, there is also the potential for REDD+ to generate unequal outcomes,
tensions over property rights, inequitable distribution of benefits, and/or negative livelihood
impacts affecting indigenous peoples. If additionality is a strict requirement of REDD+
programs, many indigenous peoples will be ineligible for REDD+ due to their long history as
forest stewards. In short, issues of additionality, tenure, benefit-sharing, and finance ‒
particularly the role of market mechanisms ‒ must be clarified prior to the implementation of
REDD+ in indigenous territories.
With regards to finance, this report clearly calls into question the use of market mechanisms
for delivering important conservation and community development co-benefits. The gravity
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of climate change and its deep interconnection with capitalism (Klein 2014350) demands
radical shifts in our current market-oriented approaches. In the short term, we propose a
carbon tax that would support a fund for successful policies and efforts that reduce and avoid
forest-based emissions. In the long term, we ultimately need to work toward imagining a
different future, one based on a new paradigm, which foregrounds ideas of collective action,
indigenous rights and bioculturalism, and prioritizes the needs of communities over the
requirements of the market. An indigenous, bio-cultural approach does just that, and must be
incorporated into the design of any just and effective climate change mitigation strategy for
forests.

350
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Precedent-Setting Insurance for
REDD Project in Cambodia Raises Concerns
“US Agency protects the investor, but will it protect the forest?”
Introduction:
This paper discusses the world’s first-ever political risk insurance policy for a forest carbon
offset project, provided by the U.S. Government’s development finance agency, the Overseas
Private Investment Corporation (OPIC). This project aims to protect 64,318 hectares of forests
in Oddar Meanchey Province, in Northwest Cambodia. The paper presents the concept of
OPIC's political risk insurance and describes the agency’s past and current developmental and
environmental financing practices. It discusses how key aspects of a carbon offset scheme being
advanced by international institutions to reduce emissions from deforestation—called Reduced
Emissions from Deforestation and Forest Degradation (REDD)—work or do not work, according
to proponents and critics. The paper elaborates how OPIC's political risk insurance for this REDD
offset project is provided contrary to the customary use of this insurance—to protect against
wrongful foreign (host) government action—and instead protects foreign investors against the
potential for Cambodia to rightfully fulfill international climate change commitments. The paper
argues that this, when combined with inherent weaknesses in the REDD model, may lead to
perverse results in which the project’s stated beneficiaries may not benefit–and some may
even become entities that trigger the political risk insurance. The paper concludes that as a
result, OPIC’s precedent-setting political risk insurance for this REDD project may not ensure
the environmental and community benefits predicted, nor the positive development impacts
that OPIC is required to deliver.
Background:
In the deep woods of Oddar Meanchey Province in Northwest Cambodia, Terra Global Capital (a
private investment firm) has teamed up with Cambodia’s Forestry Administration and Pact
Cambodia (an international non-profit development organization) to conduct Cambodia’s first
ever REDD project. The forest carbon offset project aims to generate benefits for project
developers, local villagers and the environment. The plan is to generate a 30-year revenue flow
that will be used to pay for conserving 64,318 hectares of forests by selling forest carbon credits
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in an international carbon market under the still-evolving REDD scheme (described below). The
credits are generated by the investment firm’s guarantee that the carbon that was at risk of
being released through deforestation remains stored in the trees for the duration of the
project. Project sponsors believe that if the project is successful, 58 villages can chart a course
away from deforestation caused by mining projects, agro industrial crop plantations, military
settlements (in response to border disputes), illegal logging and other conflicts that afflict local
communities. Oddar Meanchey suffers from one of the highest rates of deforestation of any
province in the country and addressing the drivers of deforestation is crucial for environmnetal
sustainability as well as local livelihood security.
A large body of research shows that the support of national and provincial governments and full
participation of local communities in project planning and implementation are crucial to the
success of forest conservation efforts and sustainable forestry initiatives. Yet, in the case of the
Oddar Meanchey REDD project, decisions made thousands of miles away in the board rooms of
Washington DC may determine whether benefits will go to local communities or solely to
project investors.
In November 2011, a U.S. Government agency, the Overseas Private Investment Corporation
(OPIC), provided US$900,000 in political risk insurance for Terra Global Capital, the private
investor in the project.1 OPIC’s support for Terra Global Capital is the world’s first political risk
insurance coverage for a REDD project. In a subsequent deal, OPIC provided $40 million in
financing for Terra Bella, a private equity firm associated with Terra Global Capital, which seeks
$100 million in capitalization for similar projects in Africa, Latin America and Southeast Asia.2
What is REDD, who is OPIC, what is political risk insurance, and how does all this relate to
Oddar Meanchey’s forests?
Reduced Emissions from Deforestation and Forest Degradation (REDD):
REDD generally refers to a concept advanced at the 2007 Bali Climate Conference of the Parties
of the United Nations Framework Convention on Climate Change (UNFCCC) that would reduce
greenhouse gas (GHG) emissions by paying developing countries to stop cutting down forests.
Since then, governments have been negotiating the rules and details for a global compliance
framework for REDD. While the UN negotiations are ongoing, a number of pilot projects are
being developed by a variety of actors, all termed ‘REDD’ projects, although they often differ
significantly in detail. The common thread of these REDD projects is that they seek to create
financial incentives to keep forests standing, claiming that such financial incentives will ensure
that deforestation is avoided, thus reducing GHG emissions. Under REDD projects, the
successful completion of predetermined activities designed to curb deforestation and forest
1

Press Release: OPIC Signs First Insurance Contract for REDD Carbon Reduction Project, November 9, 2011,
available at http://www.opic.gov/news/press-releases/2009/pr110911b
2
OPIC Press Release: In Historic Commitment to Impact Investing, OPIC Board Approves $285 Million for Six Funds
Catalyzing $875 million in Investments, October 27, 2011, available at http://www.opic.gov/news/pressreleases/2009/pr102711
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degradation – actions that project proponents argue would not have happened in the absence
of the REDD project - can result in avoided carbon emissions and therefore can be rewarded
with carbon credits (often referred to as “offsets”) that can be sold on carbon markets.
REDD proponents claim that, in addition to cutting and averting GHG emissions, these activities
generate co-benefits such as the development of community forestry programs, including
sustainable forestry systems (e.g., silviculture, forestry patrols, and fire training), tenure
security, biodiversity conservation, watershed protection, local jobs and training programs, and
poverty alleviation. But critics of REDD projects point out that these schemes often violate the
rights of indigenous peoples and other local communities to land and forests, and lead to
displacement and conflicts over natural resources. Also, these projects can define “forests” to
include monoculture plantations that generate very few if any biodiversity benefits. Moreover,
critics say that methodological flaws produce inadequate and inconsistent measurements of
carbon fluxes that naturally vary in forests over time, resulting in dubious claims of reduced or
avoided CO2 emissions from REDD projects.
Meanwhile, REDD projects that are dependent on revenue flows from carbon markets are
exposed to the vagaries of these markets, which have experienced fraud, instability and large
price volatility since their inception.3 The weakness and instability of existing carbon markets
creates knock-on effects that could devastate forest conservation efforts that rely on carbon
offsets.
Terra Global Capital:
Terra Global Capital is a private investor whose goal “is to facilitate the market for land use
carbon and other environmental credits…by providing technical expertise for the measurement
and monetization of land use carbon credits and carbon finance through a dedicated
investment fund..…”4 Terra Global Capital seeks to raise funds to conserve forests through the
sale of carbon credits generated by REDD projects, currently through voluntary carbon markets,
and later through compliance carbon markets (see box below on voluntary and compliance
carbon markets).
OPIC and Development:
OPIC is a development finance agency, which the U.S. Government spun off from the Agency
for International Development, the federal government’s principal aid agency, in 1972. OPIC’s
development mission is mandated in the U.S. Foreign Assistance Act, and requires the agency
to support projects based in part on demonstrable development achievements.

3 Conning the

Climate. Inside the Carbon Market Shell Game. Mark Schapiro 2010.
http://www.harpers.org/archive/2010/02/0082826 ; Overview of fraud in the EU ETS carbon market: Protecting
the Market. Carbon Finance 19 October 2011. http://www.carbon-financeonline.com/index.cfm?section=
features&action=view&id=14007&linkref=cnews
4 About Us, Terra Global Capital, http://www.terraglobalcapital.com/About.htm
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OPIC provides financing and insurance for U.S. investors involved in projects in developing
countries in the belief that private U.S. investors, with government-backed financing and
insurance, can advance development as much—or more—than traditional aid such as grants
and concessional loans.
Historically, OPIC support has consisted mainly of direct financing and insurance to private
investors of projects in the developing world, but since 1987 the agency has supported a
growing number of private equity investment funds, many of which serve as financial
intermediaries that in turn finance projects in the developing world. OPIC has now committed
at least $3.6 billion to more than 50 private equity funds.5 Proponents of private equity fund
involvement in development claim that these firms provide vital capital to projects and
investments that are often too small or otherwise challenged to raise investment through other
means. Critics say, inter alia, that private equity funds often demand too high a profit to be
suitable for development projects and often seek to liquidate investments in a few years, to the
detriment of long-term sustainable development.
In its 40 year history, OPIC has financed projects that have helped advance sustainable
development. However, OPIC has also been involved in wholly unsustainable schemes to enrich
investors at the expense of local people and the environment. In particular, OPIC support of oil
and gas export pipelines has been accompanied by human rights abuses, fostered corruption,
and exacerbated regional conflicts. For example, OPIC financed the 1,768 kilometer BakuT’blisi-Ceyhan oil export pipeline, which dissects Azerbaijan, Georgia and Turkey, and
contributed to tensions surrounding the 2008 war between Russia and Georgia,6 during which
Russia bombed the pipeline route.7
More recently, OPIC has been ordered by Congress and the courts to reduce the agency’s
financing for fossil fuel projects and increase renewable energy financing. As a consequence of
this and new agency leadership, OPIC is shifting its energy portfolio and pursuing a rapidly
growing number of renewable energy projects, including 51 solar, 1 wind, and 1 geothermal
energy project in 2011. OPIC now aggregates these more traditionally defined renewable
energy projects into a larger category of projects that the agency calls “renewable resources,”
which includes REDD and other agricultural projects. OPIC’s “renewable resources”
commitments grew from $10 million in FY2008 to $1.1 billion in FY2011.8
5 Overview, Investment Funds, OPIC, available at http://www.opic.gov/investment-funds
6 See, inter alia, Russia’s Georgia Invasion May Be About Oil,

Rachel Martin, ABC News, August 16, 2008, available
at http://abcnews.go.com/Business/story?id=5595811&page=1
7 Russia Targets Key Oil Pipeline with over 50 missiles, 10 August, 2008, The Telegraph,
http://www.telegraph.co.uk/news/worldnews/europe/georgia/2534767/Georgia-Russia-targets-key-oil-pipelinewith-over-50-missiles.html; Russian Georgian Clashes, Kurdish Bombing, Exposes BTC Pipeline Weaknesses, 8
November, 2008, HIS Global Insight, Country & Industry Forecasting, http://www.ihs.com/products/globalinsight/industry-economic-report.aspx?id=106596498
8 $1.1 Billion in OPIC Commitment Caps Historic Year for Renewable Resources, OPIC press release, December 2,
2011, available at http://www.opic.gov/news/press-releases/2009/pr120211
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The U.S. Government now counts OPIC-financed and insured “renewable resources” projects
towards US international “climate finance” commitments, which in 2011 represented one third
of the total U.S. climate finance.9
The term “climate finance” generally refers to commitments from developed countries to
provide funding to help developing countries respond to climate change. However, in the case
of OPIC “renewable resources” support, financing and insurance is not usually directed to
developing country governments, rather they are directed to OPIC’s private sector clients,
which typically include U.S. investors in projects in the developing world. In so doing, the U.S.
retreats from climate finance commitments to developing countries via aid and aid-equivalent
support, and instead pursues a climate and development path that is increasingly defined by,
and for the benefit of private interests. What’s more, political risk insurance involves no U.S.
Government financial payout at all, unless an insurance claim is paid by OPIC to the U.S.
investor.
OPIC Political Risk Insurance for REDD:
OPIC political risk insurance protects US investors against risks to their investment from
wrongful events and actions that may occur in developing countries, including war, civil strife,
coups, terrorism and other politically-motivated violence, as well as improper host government
interference such as expropriation, abrogation, repudiation and/or impairment of contracts,
and restrictions on the conversion and transfer of local-currency earnings.
OPIC argues that its political risk support for Terra Global Capital’s REDD project is good for
development, and is a model that should be replicated elsewhere.10 According to the agency’s
President, Elizabeth Littlefield,
“This project represents a milestone in the development of the forest carbon sector. Tens
of thousands of hectares of forest will be preserved while creating new opportunities –
such as training in forest management, the establishment of microfinance organizations,
as well as the creation of 355 new jobs – that will support both local communities and
the environment at the same time.” 11
According to an OPIC press release,
Revenues from the sale of the carbon credits will be used to fund activities that reduce
deforestation, including community forestry patrols and fire control, community-based
water resource development projects, strengthening and clarifying land-tenure,
sustainable farming systems, agricultural intensification and fuel efficient stoves.

9 Ibid #8
10 Ibid
11

#1
Ibid #1.
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As a result, rural communities in Cambodia will gain legal tenure over local forests and
generate a 30-year income stream that will significantly enhance household livelihoods
and natural resource management capacity. The project will also preserve and increase
carbon stocks in the area, enhance hydrology in the upland watersheds of the Tonle Sap
Basin, as well as conserve endangered biodiversity.12
Many of the political risks that OPIC insurance protects against are certainly present in
Cambodia. Yet, Terra Global Capital is particularly concerned about potential regulatory action
or turnover by the government that could harm its investment, including “nesting regulations”
(described below). According to Leslie Durschinger, Founder and Managing Director of Terra
Global Capital,
“Given the long-term nature of our investment, we believe it is prudent to reduce our
exposure to future changes in national and local governments and laws by executing this
insurance policy.”13
According to OPIC,
“One particular concern among investors in REDD projects is the possibility that
additional regulations, known as ‘nesting regulations,’ will be imposed in the future,
thus changing the way that REDD targets are measured and preventing existing
projects from earning carbon credits.”14
OPIC is using political risk insurance, which is supposed to protect against wrongful political
actions, to protect REDD investors against the rightful and necessary actions of host
governments. OPIC’s worry, that nesting regulations “will be imposed…changing the way that
REDD targets are measured and preventing existing projects from earning carbon credits,”
indicates that the agency’s political risk insurance protects Terra Global Capital against
Cambodia doing just that. Cambodia’s nesting regulations may not align with the government’s
current agreement with Terra Global Capital, potentially rendering that agreement invalid.
Terra Global Capital and OPIC may consider invalidation of that agreement to be harmful to
their interests. Yet, under the UNFCCC, countries have the right to negotiate levels of GHG
emissions and to set regulations to achieve these levels within their borders. What’s more,
countries and provinces may eventually be required to regulate REDD projects in order to
participate in compliance carbon markets and to otherwise be in line with agreements reached
at international climate negotiations. Hence, OPIC’s use of political risk insurance to protect
against the rightful application of nesting regulations turns the concept of political risk
insurance on its head, and suggests, inexplicably, that the U.S. Government is providing
insurance against other countries fulfilling their future international obligations.

12

Ibid #1
Ibid #1
14
Terra Global: Protecting Cambodian Forests, OPIC website, available at http://www.opic.gov/terraglobal
13
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Nesting Regulations Explained
REDD project sponsors and potential investors fear that new rules, called “nesting regulations,” will
negatively affect the value and viability of their investment as a shift occurs between voluntary and
compliance carbon markets. “Nesting regulations” refers to a concept still under development at the
UNFCCC, in which developing countries and provinces that wish to participate in compliance carbon
markets will need to “nest” (in other words imbed) project-level REDD carbon emissions reduction
frameworks within the provincial or national REDD regulatory framework.
Compliance carbon markets (aka regulated markets) are created by governments under mandatory
schemes in which greenhouse gas emissions are capped and traded, including through the purchase
of carbon offset credits. An example of a compliance market is the European Union Emissions Trading
Scheme, the first and biggest international regulated emissions trading scheme, involving 30
countries. In contrast, voluntary carbon markets are schemes in which companies, governments, nongovernmental organizations, individuals and other entities attempt to offset their carbon footprint
through the purchase of carbon credits voluntarily, that is, outside of mandated carbon emission
reduction regulations. Since voluntary carbon markets are unregulated, they are often criticized as
lacking consistency and integrity.1
REDD projects currently sell carbon credits only to voluntary carbon markets. However, voluntary
carbon markets are a tiny fraction of the size of compliance carbon markets. In 2011, the market
share of REDD voluntary credits was $124 million, a mere 0.01% percent by value of the total global
carbon market. The assumption is that, if REDD is to scale up significantly, it will need to sell carbon
credits to the much larger compliance markets.1
But scaling up REDD through revenues from compliance carbon markets is not so easy to achieve. The
world’s main carbon market, the European Union Emissions Trading Scheme (EU ETS), is performing
terribly, stalling amidst crashing prices and fraud scandals, and excludes REDD offset credits until at
least 2020. The nascent California carbon trading scheme has not yet established rules regulating
REDD.1
Discussions continue at the UNFCCC that may result in requirements for countries seeking to
participate in REDD schemes to establish regulations governing REDD activities at the national or
provincial level. Such regulations would potentially include the setting of national or provincial
emissions reductions targets, accounting and monitoring systems, and other rules for REDD projects
operating in those territories.
Nesting project-level requirements into provincial or national REDD frameworks could require that a
REDD project sponsor changes the way they conduct their projects (e.g., require different accounting
& monitoring systems) and even determine how ownership of credits and revenue sharing from
credits is determined. This has potentially large financial implications for REDD project investors who
are making investments ahead of these negotiations and are assuming a potentially different set of
conditions governing their investments.
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What’s more, OPIC states that it and other branches of the U.S. Government intervene to
pressure host governments to prevent or remedy what the agency views as actions triggering
the political risk insurance policy.15 OPIC’s political risk insurance for Terra Global could
therefore result in the U.S. Government pressuring Cambodia to drop or weaken nesting and
other regulations that the country has the right to establish to meet international climate
change regulatory obligations and to access compliance carbon markets.
Who’s Protecting Whom, and from Whom?
OPIC’s political risk insurance for Terra Global Capital is based in part on claims that:
[The] project will have a positive developmental impact on the host country, as the development
of carbon assets by Terra Global Capital, LLC with the local implementing partners --the Forestry
Administration and Pact --will facilitate the protection of forests located in the northern part of
Cambodia. These forests will be preserved by local communities, who will be provided
employment opportunities and will share in the net income from the international sale of the
carbon credits the project will generate.16

This implies that the implementing partners, including the Cambodian Forestry Administration,
Pact (an international implementing NGO), and local communities are beneficiaries of OPIC’s
development finance support. Yet, OPIC’s political risk insurance policy is with Terra Global
Capital.. If events or actions occur that trigger the political risk insurance policy, any payout by
OPIC will presumably go to Terra Global Capital. Based on available information, it is not
apparent that Terra Global Capital is obliged to pass on any of the political risk insurance payout
to the implementing partners or local villagers and hence, there is no assurance that OPIC’s
development mandate would be met through any insurance payout. Implementing partners
and villagers may benefit, therefore, only if the project succeeds.
Where are the Revenues?
To succeed, Terra Global Capital’s scheme (like all current REDD initiatives) relies on generating
revenues from carbon markets.
According to Terra Global Capital,
“the project is developing a mechanism for the allocation of income from the sale of
carbon credits, after project costs and management costs for the project are covered,
that will be acceptable to participating communities, the Forestry Administration, the
provincial government, the implementing organization, and the buyer. The goal of

15 Claims &
16

Arbitral Awards, OPIC, http://www.opic.gov/insurance/claims-arbitral-awards
Information Summary for the Public for Terra Global Capital Political Risk Insurance, OPIC
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allocation will be to direct income from carbon credits to benefit participating
communities, restore the health of forests and develop new REDD projects.”17
Yet, separately, Terra Global Capital projects a 25 – 30% return to its investors.18 Since voluntary
carbon markets are tiny and compliance carbon markets are in shambles, how can Terra Global
Capital generate revenue flows sufficient to deliver such generous returns to investors, while
still providing adequate revenues to fulfill income allocation agreements and to otherwise
support project implementers and beneficiaries? This suggests that if a potential struggle
ensues between investors and project beneficiaries over revenue sharing, and a scenario arises
in which there are insufficient financial incentives to keep trees standing, the REDD project
could be rendered non-viable. Thus the promised benefits from the project would not
materialize, more sections of the forests could be cleared for mining, agro-industrial plantations
and other environmentally destructive projects, and OPIC will not have achieved its
development mandate.
It is also conceivable that, in the absence of adequate revenues and benefits, provincial or
national government authorities may take other land use decisions, leading to a perverse result
in which one of the project “beneficiaries” ends up being the entity that triggers the political
risk insurance and become a target of U.S. government pressure in an attempt to avoid an
insurance payout.
Insufficient Due Diligence:
Concerned organizations, including Pacific Environment, FERN and Focus on the Global South
challenge the adequacy of OPIC’s environmental and social due diligence on the Terra Global
Capital REDD project. According to OPIC policy, Category A projects are those that are likely to
have significant adverse environmental and/or social impacts that are irreversible, sensitive,
diverse, or unprecedented, and that employ inadequate mitigation measures. Given the
precedent-setting nature of the Cambodia REDD project, including country risks high enough to
warrant political risk insurance, an uncertain revenue flow to local partners, and the potential
for environmental and social damage if the project fails, Category A designation is wholly
appropriate. Despite this, OPIC classifies the Oddar Meanchey REDD project as Category B, or
likely to have limited adverse environmental and/or social impacts that are generally sitespecific, largely reversible, and readily addressed through mitigation measures.19 Category B
projects require far less due diligence, transparency and public participation than Category A

17

Project Design Document for Validation under Climate, Community and Biodiversity Standard (second edition),
11 July, 2011, Terra Global Capital,
https://s3.amazonaws.com/CCBA/Projects/Reducing_Emissions_from_Degradation_and_Deforestation_in_Comm
unity_Forests-Oddar_Meanchey%2C_Cambodia/Oddar_Meanchey_CCB_PD_for_Validation_v1.pdf
18 Fact Sheet, Terra Bella Fund: Forest and Land Use Carbon; Impact Asset Class with Early-Stage Investment
Return Opportunities.
19 OPIC Environmental and Social Policy Statement, available at
http://www.opic.gov/sites/default/files/consolidated_esps.pdf
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projects, begging the question of whether OPIC adequately assessed the risks—to itself, to the
environment and to Cambodian villages—posed by the Oddar Meanchey REDD project.
Additionally, OPIC is required to generate a Development Impact Profile in order to
demonstrate developmental impacts for each project it supports. OPIC has declined to disclose
the Development Impact Profile for the Oddar Meanchey project, throwing into doubt the
agency’s willingness to disclose the full positive and negative development impacts of its
support.
Conclusion:
Legal and Congressional pressure, combined with new agency leadership, have pushed OPIC to
shift its portfolio away from large fossil fuel projects and towards so-called renewable
resources projects, including REDD. OPIC’s support for the Oddar Meanchey REDD project in
Cambodia sets a global precedent—including the first ever political risk insurance policy for a
REDD project. OPIC and the project developers claim that the Oddar Meanchey REDD project
will have significant climate, and local environmental and development benefits. But the
viability of REDD projects rests largely on carbon markets, which are not reliable, thereby
creating the risk that OPIC-supported REDD projects will fail to provide the revenue stream
needed to deliver the promised benefits to implementing partners and local communities, and
the high returns to investors.
Perversely, OPIC’s political risk insurance may protect against actions that the Cambodian
Government may take to defend its own interests in the event that the project fails to deliver
promised benefits. Moreover, OPIC’s political risk insurance is designed to protect project
investors, and not necessarily local communities, in the event that the covered political risks
manifest themselves. In fact, local communities residing around the forests—whose forest
protection efforts have made the REDD project possible—seem to be the last in line for
receiving project benefits, making decisions about the project, and protection against market
and political risks. And inexplicably, OPIC’s political risk insurance for the Oddar Meanchey
project protects against the risk that the host government rightfully acts on its international
climate change responsibilities. Meanwhile, OPIC support for REDD and other renewable
resources projects is counted toward the U.S. Government’s climate finance commitments to
developing countries, even though this support is provided to private parties rather than to
governments. Given these potentially intractable problems, OPIC’s support for the Oddar
Meanchey REDD project does not set the kind of positive global precedent that the agency
claims.
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1. Summary

The N’hambita Forest Carbon Offset Pilot Project, run by the company Envirotrade, and
initially funded by European Commission (EC) money1, has failed to deliver most of its
climate change, development, financial and learning objectives.
Envirotrade suggest that emissions have been offset against supposed carbon stores
in Mozambique, which they cannot calculate because of the problems inherent in
baselines and the impossibility of verifying claimed savings.
The EU should urgently reconsider its position on forest carbon offset projects such as
these, and divert any resources planned for offset projects to making real reductions in
carbon emissions at source within member states.

1

The EC grant was made to the University of Edinburgh School of Geosciences, with Envirotrade participating as the local project implementer.
Project management was initially performed by another associated participant in the grant, and was passed to Envirotrade some months after
the launch of the project.

Carbon Discredited — The offset project that couldn’t count its own trees
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2. Background and history

Why the project is of interest
In Sofala province in the central region of Mozambique
there is a group of initiatives collectively known as the
N’hambita Pilot Project2 which have been promoted
as a flagship initiative for the protection of forests
and reduction of greenhouse gas (GHG) emissions.
The United Nations (UN) cites it as a model example,3
and respected actors give it public endorsement.
High-profile events and well-known retailers have
purchased credits which claim to offset their carbon
footprint through the scheme. Environmental organisations such as the Rainforest Alliance and Plan Vivo4
have certified it. The Climate, Community and Biodiversity Alliance (CCBA) say it meets their Gold Level
standard for project design. The EC have funded it to
the tune of EUR 1,587,000.
But does the N’hambita project live up to its reputation?
Whether this particular project is deemed to be a success
or failure is of great importance: not merely because of the
public money the EC poured into the project, or because of
the immediate impact on the people and forests of Sofala
province, but because it will have a long-lasting influence
on future EU policy on carbon offsetting and environmental protection. Conclusions about the efficacy of the
N’hambita Pilot Project will inform not only decisions
about how such projects are designed and managed in
future, but even if such projects should exist at all.

2

3

4

This briefing uses the term ‘N’hambita Pilot Project’ throughout for the project
that elsewhere is also referred to as ‘Sofala Community Carbon Project’; ‘Miombo
community land use and carbon management project’; ‘N’hambita Pilot Project’; and
‘N’hambita Community Carbon Project’
Sofala Community Carbon Project. Project Design Document. According to CCB and
Plan Vivo Standards. April 2010. https://s3.amazonaws.com/CCBA/Projects/Sofala_
Community_Carbon_Project/2010-18-04-PDD-CCBA-Sofala-post+audit_FINAL.PDF ;
http://www.uncsd2012.org/index.php?page=view&nr=32&type=99&menu=20
Plan Vivo is a voluntary carbon offset project developer. For more information, see
www.planvivo.org/

Carbon Discredited — The offset project that couldn’t count its own trees

In the context of looming catastrophic climate change,
these are not points of merely academic or fiscal interest.
Mistakes in EU climate change policy will have disastrous consequences for us all. It would seem imperative,
therefore, that pilot projects such as N’hambita should:
• be designed and implemented with great care and
thoroughness;
• provide detailed, complete, transparent, objective
and trustworthy information about their
implementation and outcomes;
• demonstrate they have met their environmental and
development objectives before they are replicated
elsewhere.
FERN’s analysis of the project documentation and the
information gathered from a field visit in 2012, is that the
N’hambita Pilot Project fails to meet these standards. This
paper explains why.

Forest carbon offsetting
Carbon offsetting is a mechanism by which carbon
emissions in the developed world can be balanced
against claimed emission reductions in the developing
world. Credits are awarded to those who claim to ‘save’ or
‘reduce’ carbon, which can then be sold at market rates
to emitters. It is contentious, and much criticised5 but is a
key part of the global carbon trading system. It is typically
used by organisations seeking to meet their legal carbon
emission targets, or companies and individuals wishing to
voluntarily exercise social responsibility.
Carbon offsetting is seen as a potential source of income
for communities in the developing world, and so often
operates within a development framework, such as the

5

See FERN, Trading Carbon, 2010. http://www.fern.org/tradingcarbon
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mental, development, and forest-protection organisations, and even commodity traders — who claimed that
the concept was unworkable,9 and ultimately dangerous
for forests, communities, the environment and the global
economy.
It is in this context that an honest and transparent
appraisal of pilot forest carbon offsetting projects such as
N’hambita becomes so important.

Local context: Mozambique

The N’hambita Pilot Project’s promotion as a flagship
initiative for the protection of forests and reduction of
greenhouse gas emissions does not stand up to scrutiny.

UN’s Clean Development Mechanism (CDM).6 Projects
are expected to deliver tangible carbon reductions, and
sustainable improvements in the quality of life for the
communities involved. Again, such claims are often
contested.7
Forest carbon offsetting — in which developers create
credits by claiming to protect standing forests, or planting
trees — is particularly problematic8 and as such was
excluded from the EU’s Emissions Trading Scheme (EU
ETS). Nonetheless, in 2008, the UN’s Reducing Emissions
from Deforestation and Degradation (REDD) initiative began the process of bringing forest protection
programmes into the carbon trading paradigm, in the
face of widespread protests from all quarters — environ-

6
7
8

See http://unfccc.int/kyoto_protocol/mechanisms/clean_development_mechanism/
items/2718.php
See FERN, Trading Carbon, 2010
For more information http://www.fern.org/storyofREDD.
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Mozambique is a country experiencing rapid and drastic
changes as a result of an influx of aid and international
investments that are transforming the landscape. The
long-term consequences of the protracted civil war from
1977 to 1992 still affect the country today. Displacement
of a large portion of the country’s population has been
followed by internal migration precipitated by large-scale
development projects such as a major dam, mining and
large-scale plantations. Traditional agricultural land-use
systems were appropriate for regions with much lower
and more dispersed populations. Farmers would clear
new land when crop productivity fell, and harvest food,
medicine, firewood and building material from forests.
This method of agriculture is seen as incompatible with
Mozambique’s new reality of decimated forests, increased
logging, mining and infrastructure development and
rising population densities in areas not consumed by
large-scale industrial developments.
The reality in N’hambita mirrors the movement and transformation of the country as a whole. Local populations
fled the area during the civil war, only returning in the
early-to-mid 1990s. The population has grown tremendously, as returnees and new migrants relocate to the
area. The community, and its collectively-owned forest
of around 8,000 hectares (ha), lie adjacent to a national
park, an area protected from logging and hunting by park
law enforcement. The impact of global, regional and local
factors can be seen in satellite images of vegetation cover
in the area over the period.

9

For a market perspective on why forest carbon markets will never achieve reduced
deforestation see: http://www.mundenproject.com/forestcarbonreport2.pdf
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History of the project

•

Project scope and structure
The N’hambita Pilot Project was funded by the EC from
August 2003 to July 2008, receiving EUR 1,587,000 from
the EC’s Environment in Developing Countries budget.10 A
UK-based company, Envirotrade, led the project, in partnership with the University of Edinburgh and another
Edinburgh-based consulting firm, the Edinburgh Centre
for Carbon Management (ECCM), and the World Agroforestry Centre (ICRAF). The project is managed in-country
by a local subsidiary, Envirotrade Mozambique Limitada
(EML).11
The project makes cash payments to local farmers in small
communities in central Mozambique, with these objectives:
• Conservation of a collectively owned forest;
• New plantations in agroforestry schemes on small
individual farms;
• Build sustainable livelihoods;
• Development of small-scale local enterprises within
the communities;
• Demonstrate the effectiveness of forest carbon
trading schemes;
• Learning outcomes: how to design, implement,
measure and monitor such projects.

Project activities
The carbon-credit generating activities can be loosely
grouped into two categories: Agroforestry, the planting
and continued care of new forest; and Avoided Deforestation, to halt or reduce the felling or degradation of existing
forest. Both categories should meet the following aims:
• To sign contracts with individual farmers to plant
trees on their smallholdings using the Plan Vivo12
system (see box 1);
• To pay the community as a whole (through a projectinitiated community fund) to steward the community
forest;
• To encourage the development or expansion of
Non-Timber Forest Products (NTFP) (e.g. beekeeping)
for consumption or sale;

10
11
12

Budget Line B7-6200 European Community contract B7/6200/2002/063-241/MZ
The scientific and technical aspects of the project design were the remit of the
University of Edinburgh, ECCM and the Plan Vivo Standard during the design phase in
2002 and 2003, and through the period of the grant.
http://www.planvivo.org/about-plan-vivo/
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•

•

To establish micro-enterprises such as a communityowned nursery to supply seedlings, and a sawmill and
carpentry shop to process (sustainably harvested)
timber into value-added commodities such as
furniture;
To create local systems to monitor carbon
sequestration and Avoided Deforestation activities
and to allocate monies received from carbon credit
sales to the community in the form of, for example,
new community buildings;
To build capacity at the regional and state level,
among those agencies that would create or support
structures necessary to access the carbon market.

Box 1: The Plan Vivo system
Plan Vivo is a framework designed for developing
and managing community-based land-use projects
with long-term carbon, livelihood and ecosystem
benefits. Development and oversight is by the
Plan Vivo Foundation, a Scottish charity. Using
this framework, participants in the N’hambita
project could choose from a ‘menu’ of options,
including planting fruit trees such as mango or
cashew, hardwood timber, or nitrogen-fixing trees
interspersed with food crops. Farmers could sign
contracts for several menu options, if they owned
land sufficient to accommodate multiple contracts.
Farmers were to be paid through proceeds from the
sale of carbon credits for reforestation, sometimes
presented as ‘payment for environmental services’
(PES).

It is important to note that while the project emphasises
its Agroforestry component in the project descriptions,
this component actually sequesters very minimal volumes
of carbon, and hence should gain little revenue from
credits. It is the Avoided Deforestation programme which
was projected to provide the bulk of potential income.
The project proposal emphasised that these activities
were potential models for future forestry projects linked
to carbon markets, and as much effort would be applied
to monitoring, measurement and analysis as to the project
activities. It also emphasised that the project methodology would be participatory, including community
members in design and assessment of the project and
would “promote sustainable rural livelihoods as well as
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Many farmers see the tree
plantations as a liability,
requiring regular regimes
to control weeds and fire
and replace losses.

generate verifiable carbon emission reductions for the
international community.”13

Project modifications
Since EU funding ceased in 2008, the project has
undergone some modifications. The number of communities involved has been extended, and the project included
additional communities by the time the desk review and
field visit for this briefing were conducted. The Project
Design Document (PDD) also underwent revisions, as
stated in the final verification report for the CCBA by the
Rainforest Alliance.14
Documentation provided by the project for assessment
against Climate, Community and Biodiversity (CCB)
standards in 2010 states that at that time, a total of 1,835
farmers had signed 4,573 contracts and that a REDD
system ”had been adopted on 9,599 ha at one of the two
project sites.”15

13
14

15

http://www.planvivo.org/about-plan-vivo/endorsement-and-support/
“Envirotrade made considerable changes to their PDD as well as providing additional
supporting material in order to meet the corrective action requests that were raised in
the draft report by the Rainforest Alliance. The PDD now presents a clear picture of the
project‘s structure. It also better captures the complexity and dynamism of the work
undertaken thus far.” Rainforest Alliance Validation Assessment for Sofala Community
Carbon Project
In Mozambique. 1 September 2010. Page 3 https://s3.amazonaws.com/CCBA/Projects/
Sofala_Community_Carbon_Project/Envirotrade_Sofala_CCB_valid_10.pdf
Sofala Community Carbon Project. Project Design Document According to CCB and Plan
Vivo Standards. April 2010. Page 1 https://s3.amazonaws.com/CCBA/Projects/Sofala_
Community_Carbon_Project/2010-18-04-PDD-CCBA-Sofala-post+audit_FINAL.PDF

Carbon Discredited — The offset project that couldn’t count its own trees

Since September 2008, the project has been financed
primarily by carbon credit sales, plus investment from
the parent company, Envirotrade. According to the 2011
annual report, carbon sales in 2010 provided 42 per cent
of the project costs, with the funding gap being principally filled by cash injections from Envirotrade.16

Report, monitoring and evaluation framework
In addition to projects reports from Envirotrade to the
EC, several other formal reports and evaluation were
produced:
• The Rainforest Alliance carried out a CCB assessment
of the project, completed in 2010;17
• In 2002, prior to the period of EC funding, Future
Forest (Now The Carbon Neutral Company) evaluated
the project;
• In 2004 and 2008, surveys of socio-economic impacts
were undertaken by a post graduate student, for
inclusion in the final project report;
All of these studies provide both information about the
project, and an indication of the varying quality and rigour
of ongoing project monitoring and assessment.

16
17

http://www.planvivo.org/wp-content/uploads/2011_Plan-Vivo-Annual-Reportfinal_website.pdf
http://www.rainforest-alliance.org.uk/sites/default/files/climate_project/EnvirotradeSofala-CCB-valid-10_0.pdf
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3. Analysis: did the project achieve its goals?

The N’hambita pilot project has now been running for
a decade. Patchy Information about its design, implementation and effectiveness is available from many
hundreds of pages of project documents, and two
EC-directed external evaluations. Analysis of these
documents has been updated by findings from a field
visit to some of the project sites during 2012 and interviews with Envirotrade staff in Mozambique. Together,
these enable interested parties to make a judgement
about the success of the project.

number of complex, inter-related factors that drive deforestation and new plantations. A projection must then be
made: how much estimated carbon would be released or
captured if the project is implemented.

FERN’s central finding is that the project, judged even
on its own criteria, has not been a success. Fundamental flaws in the original concept, in its implementation, its monitoring, and its interaction with broader
social and economic drivers of deforestation made
failure inevitable, as outlined below.

The only way to accurately measure the carbon held by a
tree involves cutting it down and burning it. Since this is
impractical at a forest-wide level, and negates the primary
purpose of offset schemes, other methods of putting a
carbon value on existing forests and as-yet-unplanted
trees are employed. These all involve proxy measures.
The accuracy of the carbon calculation depends on the
accuracy of the underlying proxy.18 Proxies used vary from
default figures for carbon, based on species averages in
the project area; to values cited in the literature; to use of
forest inventories where volumes of timber recorded in
m3/ha are then converted into tonnes of carbon stored
in the forest. A forest inventory is thus in many instances
an essential tool in determining a forest carbon baseline.

Measuring carbon and projecting the
future
All forest carbon trading schemes are handicapped by real
challenges in quantifying the carbon held in the existing
forest, and predicting how much carbon will be captured
or released in future scenarios, and the N’hambita Pilot
Project perfectly illustrates the problems faced.
To create a carbon credit that can be sold, a forest
carbon offset project must demonstrate that carbon
has either been captured (through new planting) or not
been released (through protecting existing forests) and
crucially, that these benefits are brought about by the
project activities and not some other factor.
The project must start with a baseline estimate: how much
carbon would be released or captured if the project is not
implemented. Projections need to take into account a
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The difference between the baseline and the projection
gives the number of carbon credits that can be generated.
Accuracy in calculating the baseline, and predicting the
future, is therefore vital in arriving at the carbon capture
value of the project.

The impossibility of quantifying forest carbon fluxes was
one of the key reasons that forests were not included in the
Kyoto Protocol’s carbon market mechanisms or in the EU
ETS. The N’hambita Pilot Project shows that this situation
has not fundamentally changed. Project scientists
observed that “a key obstacle to the formation effective

18

See analysis by The Munden Project regarding the accuracy attainable with standard
forest carbon measurements in comparison with standard accuracy requirements for
goods traded on commodity exchanges. The gap between what is required and what is
obtainable makes forest carbon a commodity unsuited for trade on exchanges, as was
envisaged by proponents of REDD offset schemes. The Munden Project (2011) ‘REDD
and Forest Carbon:Market based critique and recommendations’ www.mundenproject.
com/forestcarbonreport2.pdf
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A woman from N’hambita village waiting for money from
Envirotrade to finish her house which did not have a roof.

[sic] REDD certification schemes is a lack of consistent and
widely accepted methods for baseline setting.”19
In the case of N’hambita’s baseline survey, a study of 7.5
ha of forest, which was intended to list tree species and
classify different types of forest, was repurposed as a
baseline with an enormous margin of error. Additional
data points were added later in the funding period. This,
however, failed to address the lack of adequate measurement. The scientists involved in the project themselves
describe the limitations of their data: “The large variation
in biomass of tropical woodlands is caused by site specific
variables such as rainfall, soil and disturbance history.
Hence these values should be used as a rough estimate only,
and inventories carried out where possible”20 (emphasis in
the original). Scientists employed by the project also called
for satellite data to be combined with Geographic Information Systems (GIS) and ground truthing (ensuring that
satellite data on vegetation density and type is accurate)
to make a better estimate of carbon stocks. No inventories
or satellite approaches were implemented during the EC

19
20

EU final report, page 159.
EU final report, page 152. MIOMBO COMMUNITY LAND USE & CARBON MANAGEMENT
NHAMBITA PILOT PROJECT http://www.envirotrade.co.uk/documents/EU%20Final%20
Report%20Part%20(5).pdf
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funding period. The project carried out a small study of
soil carbon, a potentially significant component of forest
carbon stocks, but dismissed measurement in general
as too expensive. The lack of data about existing carbon
stocks calls the sale of offset credits as well as the pilot
character of the project into question. In determining
likely rates of deforestation, the project similarly failed
to establish any robust, credible estimate. The historical
deforestation rate was determined from two data points,
and an assumption was made that the rate would remain
constant and linear. There was no indication that the
project understood the various drivers of deforestation
in the project areas (including illegal and legal timber
harvesting, charcoal production, clearance of land for agricultural purposes, and intentional or natural fires) or how
they might interact or change. The authors of the EU final
report acknowledged that “if the population continues
to grow, this simple approach may not be valid … If this
demand [for charcoal] increases, as seems likely, it may be
necessary to abandon the baseline derived by extrapolation of current deforestation rates.”21 Migration into the
area is elsewhere described as only “the further returns of
displaced people and their relatives” without considering
other drivers, including, for example, the attraction of
project activities themselves due to the jobs and income
the project promised to create.22
In addition, the project made no attempt to study how
possible (and likely) ‘leakage’ might effectively negate
the project’s impact: how, for example, protection of
community forest in N’hambita might drive timber or
charcoal harvesters or community members elsewhere to
harvest trees or open new fields to grow the crops they
could no longer grow inside the project area. Furthermore, during the period the project received funding
from the EC, it did not develop a management plan for
the forest as promised in the project proposal. Yet, such a
forest management plan was considered a vital requirement in order to sustainably manage the forest and to
detail plans for forest protection.
In summary, the Avoided Deforestation component of
the project produced no credible, reliable quantifiers of
existing vegetation and carbon stocks or future carbon
stocks, no plan to manage the forest, and no plan to
monitor leakage. Given these failures, the project had no
credible data to quantify the effect of the project on defor21
22

EU final report, page 169.
EU final report, page 8.
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estation in the area, and therefore would appear to have
sold offset credits for supposedly Avoided Deforestation
without the necessary data.

Assumptions of equivalence and
permanence
All forest carbon offset schemes make an illogical assumption of equivalence between fossil carbon, released into
the atmosphere where it will remain for lengthy geological cycles, and biological stores of carbon, that will last,
at best, for a few centuries. The N’hambita Pilot Project
attempts to square this circle by making ungrounded
assumptions about the permanence of the planting and
protection schemes. The Plan Vivo system calculates an
average annual carbon sequestration figure based on 100
years of growth (with some options requiring re-planting
several times over that period). The growing trees do not
reach that average carbon storage until they are 15 to 35
years old.
However, there is simply no way of guaranteeing that
carbon storage in trees is safe and can be ensured for a
century. Assuming that trees will survive long-term is
risky; assuming that they will survive in an impoverished,
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The view from Boe Maria where they have hot springs and
an investor plans to build an hotel bringing hope of new
jobs in nearby villages.

politically and climatically unstable environment is, as an
evaluator of the project eloquently understates, “unlikely
to stand up to the rigour of emerging methodologies.”23
Despite this flawed assumption the project continued to
sell carbon credits.
Specific aspects of the project design only exacerbate
the risk that reforestation will not be permanent. Some of
these aspects are explored below.

Unrealistic expectations of long-term
engagement by farmers
Farmers are paid upfront, over seven years, for the entire
estimated 100-year carbon sequestration of the trees
they plant. In the first year they receive 30 per cent of 100
years’ worth of the payment. After seven years, the project
assumes that “the benefit[s] from the newly planted

23

The cited evaluation was carried out for the Carbon Neutral Company, formerly Future
Forests, which bought carbon offset credits from Envirotrade in 2002, before the EC
grant period, to add to its portfolio of carbon offsetting projects for re-sale.
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trees […] are expected to provide enough incentives to
the household for it to protect the trees for the next 93
years.”24 Field research for this report, however, indicates
that such expectations are woefully optimistic.
The 2012 site visit showed that farmers who had planted
fruit trees around their houses were happy with the fruit
that they already harvested and had hopes that they
would be able to sell more fruit in the future. The fruit
trees seem to have a good chance to long-term survival.
More surprising was that the majority of the farmers
also seem to see the wood in the other species of trees
as a future benefit. The majority said that they will chop
down the trees and sell the wood when they were the
right dimension for construction, fuel and charcoaling.
Depending on the species, that would be 20 to 50 years
from now. Some said they would chop the trees as soon as
the seven year contracts had finished, and a few answered
that they would not chop the trees at all. The future use of
the wood is seen as one of the benefits the project brings
to the communities. No one had heard anything about an
obligation to maintan carbon and thus trees for 100 years.
Some seven-year contracts are already coming to an end,
no new ones are becoming available, and payments are
being discounted or postponed on existing contracts
due to tree loss. Envirotrade, for reasons unknown to
the author, had delayed some payments by up to six
months beyond the usual due dates. Many farmers were
already beginning to see the tree plantations as a liability,
requiring regular regimes to control weeds and fire and
replace losses, on land that could be used for other crops,
and which no longer brought a significant cash income.
The mortality rate of the plants is high due to droughts,
fires and vermin, and many new plants need to be planted
each year to compensate for seedlings that died. In some
areas there were signs of a lack of care for the young trees
in the fields. Weeds were almost as high as the seedlings
– leading to a fire risk. The contracts stipulate that signatories are supposed to clean their fields of weeds to avoid
fires. But some openly mentioned that they had lost motivation due to the late payments and discounts. Some
spoke of ceasing to tend the trees, or of felling them for
timber.

report. It found a significant minority of farmers would not
continue to protect the trees once payments had stopped.
Many seemed unaware that they had made a 100 (as
opposed to seven) year commitment, with an expectation
that another contract would be offered for the same trees,
when the first expired. The illiteracy of many farmers exacerbated confusions about the nature of contracts they had
signed with a fingerprint. The farmers’ own acute need for
cash or fuel as well as a raft of potential external pressures
including fire, pests, and charcoal or timber producers
were all factors that could lead to ‘impermanence’.
Envirotrade’s country manager Antonio Serra says that
their customers are aware of the risk that the trees might
be cut down. The main reason for disbursing the full
payment for the contract period during the first seven
years is that the sum paid each year would be negligible if
spread out over 100 years.

Ex-ante payment system
A comparable problem exists with the system of payments
for the Avoided Deforestation element of the project.
Payments are made ex-ante: ie before the fact. The carbon
has not yet been sequestered or conserved, and may still
be released long before the fossil carbon released in its
stead stops interfering with the climate. Yet investors,
consumers, and companies are buying these carbon
credits on the understanding they represent carbon
captured and stored for a meaningful period of time.
Every tonne of carbon dioxide equivalent (CO2e) claimed
but not held by the N’hambita Pilot Project represents an
extra tonne released or left uncompensated for by the
ultimate buyer of the carbon credit. In each instance, the
project is ironically and disastrously facilitating increased
carbon emissions.

Project monitoring and verification of
carbon

This waning commitment echoes the findings of the
2008 socio-economic survey, included in the final project

By any measure, the reports and data provided to the EC
were profoundly inadequate. The project provided no
evidence that it met (or attempted to meet) the proposed
plan of including “monitoring systems as an intrinsic part
of its design,” either for the scientific and technical aspects
of the project (as above) or for social factors (as below).25

24

25

EU final report, pages 373-374.
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Project proposal, page 29.
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The comprehensive external evaluation of 2008 detailed a
list of monitoring and reporting oversights that seriously
undermine the project’s legitimacy and demonstrates
how the project failed to deliver on many of the project
objectives.26 Unfortunately, other reports assessing
the project for the Commission show less scrutiny than
could be expected, for example by relying on presumptions and accounts by Envirotrade employees and project
beneficiaries rather than financial accounts or data.27 The
2009 external evaluation report, for example, relies on a
narrative from the company owner to report on financial
records, and extensive content appears to have been
taken without citation from Envirotrade company documents.28
The field research conducted for FERN in 2012 suggests
that since 2009, Envirotrade has been working with
local technicians to develop a system to aid monitoring,
reporting and verifying of the outcome of the farmers’
work, and documenting plant survival. It is hoped that
a database will enable project management to follow
each farmer’s planting more closely and to monitor plant
survival rates in different areas. These steps can be considered an improvement over the abject lack of systematic
monitoring and reporting during the period of the EC
grant. It remains to be seen however, how these systems
will be implemented and maintained in practice, and in
particular what the effect on the actual tree survival will
be. This is especially true of those areas where contract
payments have ended and the project assumes that
trees will be maintained by farmers without further
payments.
Examination of the Rainforest Alliance’s CCB assessment of the project reveals the lack of credibility of the
Gold Standard certificate — covering climate benefits,
community relations and biodiversity impacts. Four
examples illustrate the lack of rigour in approving the
project:
• The certification team relied on project technicians
as guides, which meant farmers did not feel able to
speak freely about their situation and experiences.
During the 2012 field visit by independent
researchers for FERN, farmers made explicit and
unsolicited reference to the advantages of being able
to speak without the presence of project employees;

26
27
28

Schreckenberg et al., see especially pages 6-9.
See, for example, Kooistra, pages 4 and 7.
Marzoli and Del Lungo, page 40, and for example, pages 11-13.
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The assessment indicates (see section CAR 13/10)
that Envirotrade had recently added a three-stage
grievance procedure to the PDD, guaranteeing a
written response to complaints within five to 10
working days. Presumably this was not in place
when all previous contracts were signed. The report
does not explain if it has retrospectively updated all
previous contracts, how the often-illiterate farmers
are to be made aware of the process, and what use a
written response might be for them;
The assessment notes that the project uses payments
made to farmers as a measure of activity/impact,
rather than attempting to actually quantify carbon
storage achieved (see section CAR 21/10). It requests
that this unreliable measure of climate benefits,
which does not conform with CCB standards, be
resolved prior to successful certification. Envirotrade’s
response was that “the monitoring of the agroforestry
systems may be revised to enable quantification
of the carbon stocks… [and] that trees lost to
mortality are replaced, so the planned sequestration
should always occur unless complete failure occurs”
[emphasis added]. This vague statement by the
project owner was sufficient for certification to
proceed;
The assessment report noted that an error had
been found in the model used to calculate some
emissions reductions (see section CAR 17/10).
Envirotrade had not yet implemented a new model,
and could not confirm exactly how much less carbon
the new model would be likely to indicate, once
implemented. Project data showing projections of
carbon sequestration was criticised because “it is not
clear what assumptions have been used to create
the data… or exactly what technical specification
have been used”. Nonetheless, the Rainforest Alliance
was happy to close the issue and give certification,
because Envirotrade agreed in principal to make at a
future point a deduction from the project’s risk buffer
in the public registry, which although the “modalities
of this process” were still “in development”, was
estimated to be 60 per cent of the project buffer, or
88,000 tCO2e. The untrustworthy data was removed
and passed over, and this was considered enough to
resolve the issue.

When we take into account this lack of rigour, and the
fact that the Rainforest Alliance overlooked all the other
serious project faults identified in this paper, one can only
conclude that it is a great shame that the CCB process
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contains no mechanism to retrospectively remove a certificate, once issued.

Financial viability
The project was assumed to be self-supporting through
the sale of carbon credits. Recent statements about the
financial difficulties of the project indicate that even with
a generous EC start-up grant, it cannot be. In particular,
the financial model for the reforestation element appears
financially unviable.
This is in part due to the project’s size. The EU’s final project
report itself draws the inevitable conclusion: “Projects with
such a small sequestration potential will rarely be viable
without external financial assistance”,29 (e.g. EUR 1,587,000
from the EC). The project’s own figures indicate the agroforestry component produced an annual sequestration
of 1,217 tCO2. Meanwhile, the Avoided Deforestation
element, covering 8,000 to 10,000 ha of community forest
is (grossly) estimated to produce 24,116 tCO2 annually.
Interviews with Envirotrade project management during
field research for FERN in 2012, suggest that the project
needs to have between 50,000 and 100,000 hectares at
least of REDD-areas (as opposed to agroforestry areas) for
their business model to become economically viable.
Envirotrade’s Antonio Serra expects that for future
contracts and project areas, the company will continue
the agrofestry components of the project, even though
it gives less return per ha, but restrict it to approximately
20 per cent. This is because alongside the intercropping
activities to increase fertility in existing machambas (a
specific term for fields or agricultural land in Mozambique) the agroforestry payments are what prevented
farmers from opening new fields in the conservation
areas. Also, buyers of credits have typically been from the
voluntary Corporate Social Responsibility market, and
prefer projects that can provide a direct connection to
participating farmers. Credits from the Avoided Deforestation activities have proved hard to sell.30
The project has also suffered from a fall in the carbon
price. US$15 per tonne of CO2 was assumed in the projec-

29
30

EU final report, page 401.
Personal communication with Envirotrade country manager Antonio Serra during field
research conducted for FERN in June 2012. The 2009 annual report also provides a list
of how many tonnes specific customers have bought, separated into agroforestry and
REDD conservation areas.

Carbon Discredited — The offset project that couldn’t count its own trees

tions — a reasonable assumption based on actual as well
as projected carbon prices at the time. But according
to project managers interviewed during field research,
sales of carbon credits in 2010 to 2011 yielded no more
than US$5–6 per tonne. This is only slightly more than
the contract price paid to participating farmers, leaving
nothing for project costs and overheads.
Another financial handicap is the likely obstacles to
certification by the Voluntary Carbon Standard (VCS)31
as the project still lacks a detailed management plan; an
adequate baseline; and studies on leakage. The project
faces the conundrum familiar to other forest carbon offset
projects: VCS certification may increase the number of
credits sold, but as long as the project is unable to sell
more credits, especially with carbon prices having all but
collapsed, projects can ill afford the considerable costs
associated with the certification.32
With insufficient economies of scale, poor sales of their
most carbon-productive activities, a depressed carbon
price, and the ending of EC funding, Envirotrade must
either default on payments to farmers or pour their own
money into the project to keep it running. Field research
in 2012 suggests that up to that point, contracts had by
and large been honoured although participants in some
communities expressed frustration and anger about a rise
in delays and curtailment of payments that were considered in breach of the contracts they had signed.

Development objectives: the
experience of the local communities
From the beginning of the project, the creation of sustainable livelihoods was a stated goal. But subsequently, and
in line with the general trend of poor or non-existent
monitoring and evaluation, the only measures of socioeconomic factors provided by the project were from a
post-graduate study within the final report to the EC. No
study about the socio-economic impacts of the project
since 2009 is available. However, from such evidence as is
available, it is unlikely that the project will result in significant long-term benefits for the communities involved.

31
32

The VCS is a standard used by many forest carbon projects selling offset credits to verify
the carbon calculations on which offset credit generation is based.
In FERN’s view, these carbon offset certification schemes are unable to address the
underlying flaws of carbon offsets and in practice have shown to be lacking in rigor,
even when assessed against agreed project standards.
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“The name N´hambita has travelled around the
world. But what is there to see here? What have we
gained? Not much. The families that already had
many machambas made a lot of money, but for the
rest of the population, the benefits are small.
Some don´t even care about the trees anymore.
The payment is too small.”33
Local community leader

The socio-economic study for the final report to the
EC states that there is no significant lasting financial
benefit for those households with individual carbon
contracts. This is not surprising, given that the average
monthly payment to farmers for Plan Vivo contracts in
2007–2008 was US$6. The study concludes that only
those households employed in micro-enterprises created
with the EC grant are actually significantly better off,
the average monthly salary being US$61. The study
further concluded that the infrastructure improvements
and increases in literacy levels, for example, cannot be
ascribed to project activities. That is, gains in livelihood
and community services were more likely the result of
macro trends in Mozambique rather than specific project
activities.

Communities not involved in programme design
Although the EC funding proposal commits to involving
local communities in project design and evaluation, as well
as to monitoring some social indicators, there is mostly
only anecdotal evidence (primarily from EC-commissioned reports) of community inclusion in design, and a
useful but limited survey of local families. The only hard
evidence of community input is the inclusion in the final
project report of a participatory mapping and ranking
exercise, which fails to indicate when it was conducted
or how many people participated. Both project scientists
and external evaluators for the EC suggested mechanisms
for community involvement; there is no evidence that
these recommendations were acted upon.
The Rainforest Alliance certification assessment report
of 201034 requested the setting up of a grievance
mechanism. The absence of what would be considered
part of standard good practice for community participa-

tion in project design indicates that such practice was not
being fully followed.

Free, prior and informed consent
The available evidence gives cause to doubt that participants were in a position to fully understand the nature or
scope of the project they were joining, or what they were
obliged to do under the contracts they were signing.
The contract states that the peasants are providers of
carbon. It does not say anything about how that works
and that they more correctly are providers of carbon
sequestration. None of the farmers interviewed in 2012
understood the concept of carbon trading. The majority
did not even try to explain when asked about the topic;
they just said that it was something that the project
managers know. Among the rest, the most common
perception was that they were helping provide carbon
because there was a lack of it in the industrialised world.
Some farmers responded that planting trees would help
the clouds to stay so it would rain: project staff appear
to have explained climate change to them in these very
simplified terms. This could, in an area prone to drought,
create the risk that the farmers, should the droughts
continue, lose faith in planting trees.
Furthermore, as discussed in the section detailing unrealistic expectations of farmers, it seems likely that the
project failed to adequately inform community members
about the real and enormously long-term implications
of the carbon offset contracts which farmers signed individually and to which the community is now subject as
a whole. There may be short-term benefits from the very
small cash payments in a poor community; but what will
the consequence be once they are discontinued, either
because the project fails, or because the residents are
not aware of their obligations linked to the contract well
beyond the period for which they will receive payments?
Farmers may be unclear that payments would cease
after seven years. Additionally, the Plan Vivo specifications record annual maintenance costs for various
crops between US$10-430. Were farmers made aware of
possible future costs?

Limited cash trickle down to communities
33
34

Personal communication during field research June 2012.
http://www.rainforest-alliance.org.uk/sites/default/files/climate_project/EnvirotradeSofala-CCB-valid-10_0.pdf
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An Envirotrade report states that the project delivers a
significant proportion of the proceeds from carbon credit
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Children from the village of Boe Maria.

sales back into the communities participating in the
project. In reality, it appears that less than one third of
the revenue made from sales returns to farmers and the
community, with the remaining two thirds going towards
Envirotrade costs, repayments of loans to the project and
the hoped-for profit margin. The lack of relevant financial
records during the EC grant period makes it impossible
to discern who benefited financially, and to what extent,
from the EC grant.
Email communication with Envirotrade has shed light on
some more exact figures that further show the financial
inviability of the project. These figures do not, however,
provide evidence of how much money went to the local
communities themselves. Envirotrade have told us that
from 1 January 2009 to 30 September 2012, VER sales
totalled US$1,750,517 and expenses directly related to
the project totalled US$3,301,474. During that same
period of time, payments to the project participants and
local payroll expenses totalled US$2,367,033 (ie 72% of
expenses directly related to the project). Since the pay
roll of employees and the payments to communities do
not figure separately, this figure does not show how much
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money went to communities. Undeniably, the N’hambita
project provided a limited income stream to the local
communities, though this is at the expense of being able
to grow fewer crops and incurring expenditures that they
would otherwise not have borne.

Initiatives not economically sustainable
The project proposal claimed that the project financing
would be carefully controlled, “to avoid subsidising
commercial activities which could lead to financial
problems once funding has stopped,”35 and that “given the
uncertainty of the carbon market the financial sustainability of project activities will not be based on carbon sales
and land use activities will only be promoted if they have
the capacity to provide long term social and economic
benefits independently of carbon sales.”36 Given the
available data, there is no indication that these objectives
were met, or could be met. It is hard to avoid the conclusion that initial project funding provided a jump-start for
community enterprises with little demonstrable sustainable and positive financial effect in the community.

35
36

Project Proposal, page 31.
Project Proposal, page 16.
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The farmers participating in the project received small
sums during a limited period of time, and the company
is not offering any new contracts in the area covered by
the EC grant. Local staff and technicians will thus lose their
employment with the project. The only identified secure
long-term benefit would be if the trees and especially the
fruit trees remain alive. The main medium-term benefits
are the tin roofs, bicycles and other goods that families
bought with the carbon payments.
Many of the activities planned as part of the EC-funded
project, such as: protecting the forests from illegal logging
and fires; developing the basis for generation of income
streams based on non-timber forest products; developing
micro enterprises; and constructing community buildings,
have been implemented. The question, however, arises:
will the advances made and the benefits generated be
lasting? All the micro enterprises created are reported
to be struggling with different problems. Four nurseries
have been created which operate as independent associations. Since new contracts stopped being offered to
the communities in N’hambita, demand for seedlings has
already decreased. The only sales are to replace plants that
have died. When contracts with Envirotrade in N’hambita
have reached the end of the seven-year payment period
and Envirotrade shifts focus to areas with new contracts,

Another view from Boe Maria.
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the nurseries will have to find new customers — or close
down. The carpentry shop also faces problems since the
saw in the sawmill needs to be replaced and the association does not have enough money to buy a new one.
According to the country manager, the association has
divided the gains between members instead of saving
the money for future needs, which indicates that either
financial management capacity building has not been
sufficient, or that poverty is still too severe to allow for
saving for investment. A bakery opened in 2011 has
already closed, due to problems with the oven. According
to Envirotrade there are many farmers who are keeping
bees, but research conducted for FERN only encountered one person who had beehives. He reported that
the bees died during the first year and he has not tried
again.

Unintended social impacts
Information found in the socio-economic survey of 2004/8
and EC evaluations, indicates that the project may actually
have had negative social impacts:
• Unequal impact on women: employment outside
the home expanded from 8.6 per cent of surveyed
families in 2004 to 32.2 per cent in 2008. These new
jobs went almost exclusively to men, leaving women,
who previously shared farming tasks equally with
men, to both continue with subsistence farming
and to care for newly planted trees. What are the

Comment Overview

16

Navigate to Table of Contents

•

real consequences for women and girls? The survey
reports on the ‘relative absence’ of women in
leadership positions, which cannot help to ensure
equitable distribution of benefits and negative
impacts;
Unequal impact on disadvantaged/poor families.
Since the general benefits for the communities as
a whole are small (see above), the question arises:
what’s in it for those who have few or no contracts?

How families previously lived and supported themselves has affected what they gain from engaging with
the project. EC evaluators expressed concerns that the
committees that had been formed around community
forestry projects are often dominated by the most
powerful in the community. People who already owned
more land than others have been able to benefit more.
Families that survived on hunting and that did not have
many machambas have benefited less since the project
model is that the families work the land they have instead
of moving around. Farmers who did not initially sign
contracts with the EC or who moved to the area after 2009
are now waiting for the possibility to join the project. EML
staff mentioned that the project was struggling since the
arrival of new families into one of the project areas and
the opening of new machambas.

Reduced access to community forest resources
It is not known how limitations on activities in the
community-managed forest have affected livelihoods. For
instance, the final EC report asserts that charcoal production is a major source of income locally. Yet there is no
monitoring or data gathering regarding how households
are compensating for any loss in income, or if they are
going elsewhere to harvest charcoal.

Food security
The nature of the project design is such that it reduces
access to food from commonly owned forests — previously achieved through opening new machambas or other
means of forest harvest — while also converting existing
farmland to agroforestry. It also requires ongoing maintenance of new plantations to control weeds, pests, fire, and
to water new plantings. Less land is therefore available to
communities for food production, and less time to grow
it or otherwise earn money. In the Plan Vivo model, this is
supposedly counterbalanced by agroforestry techniques
that will improve crop yield and remove the need to
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clear new land as crop yields decline, combined with the
monthly PES.
Yet there is no data to support the project claim that the
new techniques are impacting soil fertility positively and
sufficiently and hence increasing crop yield. This raises
the possibility that declining fertility may force farmers to
move away or open new fields. As discussed above, the
monthly PES are small, short-lived and subject to delay
and reduction.
During the 2012 site visit for FERN, it was found that farmers
were struggling with food security. 2012 was a very dry
year and the peasants were suffering from poor harvests.
Participants complained that they had spent a lot of time
planting trees, cleaning the fields, and opening fire breaks
when they could have been generating income in other
ways. The money from the project would at least help to
buy some food, but many peasants claimed that delayed
payments affected their ability to feed their families.
Their contracts forbade them to open new machambas
in conservation areas. According to project staff, an area
for opening of new machambas had been allocated, but
there is still a perception among many farmers that they
are prohibited from opening new fields in general.

Ecological impacts
The Plan Vivo menu options raise worrying ecological
questions about the reforestation component, including,
but not limited to, the following:
The guidelines for different planting systems include
directions for applying pesticides and fungicides in case
of infestation or disease. Who will bear the costs of this
input? What will the impact of the toxic chemicals be on
human and ecological health?
Planting systems call for regular watering. What are the
consequences of the increased demand for water, both in
the short term as well as for water table levels? Are any
of the species ‘thirsty’ trees that hog water supplies? The
project proposal claimed it would “explore the relationship
between deforestation and flood water levels, together
with soil erosion and water tables.”37 Were relationships
between reforestation and water tables assessed?

37

Project proposal, page 4.
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4. Conclusion

This analysis of the N’hambita Pilot Project raises issues that are specific to this
forest carbon offset project, but also highlights issues that are related to forest
carbon offsetting projects as a whole. Despite the failure to meet monitoring and
documentation standards demanded of a pilot project, conclusions can still be
drawn from the project, indeed, from these very failures themselves. The most
basic conclusion is that the EU should not direct any further funding to advance
methodologies and pilot projects aimed at site-specific measurement of forest carbon
fluxes for the purpose of generating offsets.
The problems encountered in the project are symptomatic of attempts to link financial
viability, and social and environmental benefits to trade in ecosystem offsets. The numerous
and complex difficulties with ‘measuring’ forest carbon stocks, let alone fluxes, preclude
linking project funding to carbon measurements that are expected to be verifiable and
accurate. The project is also based on some unlikely assumptions regarding permanence
such as signing a contract with a seven-year payment period and relying on the contracting
party to maintain the trees for an additional 93 years after payments have ended. The project
failed to identify, measure and monitor social indicators that would guide project design, or
to demonstrate significant community involvement or management. It failed to measure the
most basic impacts of the project on people and the environment.
The 2012 field visit confirmed that the same issues and failures, which the external
evaluations for the EC had drawn attention to, remain largely unresolved. The project
continues to suffer from a profound lack of measurement and reporting of its own activities,
both of social and environmental factors as well as financial and carbon stock data. The data
available demonstrates that the project sold carbon credits to international buyers with no
credible measurement of carbon stocks in the project area, that it failed to demonstrate
significant benefit to the community, and that it failed to monitor the environmental impact
of project activities. It remains unclear how or in what ways members of the community
were involved in project design and appears likely that at least in some cases, farmers
were not fully aware of the long-term obligations contained in the contracts they signed
with the project. The aims of sustainable development, carbon monitoring and storage,
and contributing to knowledge on carbon measurement, as stated in the EC-funded grant
proposal, remain unmet.
How then should EU money be spent in the context of the debate about reducing
deforestation and the emissions related to forest loss?
The project represents an extraordinary investment of money and time both for the EU and
for Envirotrade, with no verifiable or demonstrable reduction of GHG emissions. Figures given
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by Envirotrade show that over the life of the project, a total of 409,434 Plan Vivo VERs were
sold to buyers, generating a total of US$3,264,809 in carbon offset sales revenues. The direct
costs of the project, net of the EC grant, were much higher than this sales figure, meaning
that Envirotrade lost money in managing this project. Similarly for the EU, it did not make
financial sense to invest in a project that is designed to make profit from an unregulated
industry, with no lasting positive local impact. If the EU’s aim is to reduce emissions then
funding should be directed toward immediate measures to reduce emissions at source in the
EU: “emissions saved today are far more valuable, in terms of reducing climate change, than
emissions saved in ten years’ time, yet the trees you plant start absorbing carbon long after
your factories release it.”38
The project also represents an extraordinary investment of money and time with little or no
verifiable improvements in the lives of communities: life could even be considered to have
got worse. The N’hambita project clearly indicates that forest offset projects in general “do
not deal with the real complexities and intricacies of communities and local livelihoods.
They use up enormous resources in terms of land, water, time and energy of residents.”39
The UN itself expresses concern that forest carbon markets could “erode culturally rooted
not-for-profit values,” or “deprive communities of their legitimate land development
aspirations.”40 The project demonstrates that a lack of analysis regarding social mechanisms
of deforestation, commons regimes, social resistance, development systems and local history
can lead to ineffective projects or projects that actually do damage to community social
relations as well as community ecology.
Funding carbon offset projects distracts from reducing and restructuring consumption and
production of goods at source. As one astute critique observed, “by funding these projects,
we are not avoiding deforestation but avoiding responsibility, shifting responsibility outside
Europe’s borders.”41 There is an illusion of action on climate change, but no fundamental
movement toward structures and programmes required for a fossil-free future.
The project demonstrates the current improbability of measuring carbon fluxes in forests.
How much carbon does a tree really absorb? “The claimed reductions achieved by offsets
are routinely based on unprovable hypothetical scenarios and take little account of the
negative social and environmental impacts of the development model within which they are
embedded.”42
Perhaps the most serious consideration regarding this project is how the EU will respond
if and when Envirotrade is no longer profitable and the project is discontinued. What is the
EU’s responsibility in this regard, and how could the project be transitioned to a locally-led,
sustainable, not-for-profit initiative focusing on improving community livelihood and
addressing needs identified by the local population? With more and earlier oversight and
monitoring — with more learning before the doing — these questions could have been
avoided, and EC funds spent in a way that would have provided better value for money for EU
taxpayers, local residents in N’hambita and ultimately, for the climate.

38
39
40
41
42

Bond, et al, 12, quoting Monbiot. http://www.monbiot.com/2006/01/17/buying-complacency/
Gilbertson, page 86. http://www.carbontradewatch.org/downloads/publications/UpsettingtheOffset-ch4.pdf
UN REDD framework document, quoted in Gilbertson, page 60.
Gilbertson, page 31.
Gilbertson, page 41.
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Paying the High Cost of

Climate Chaos

The Story of
Climate Finance

WHO IS RESPONSIBLE?
THE UNITED STATES HAS CAUSED MORE CLIMATE POLLUTION
THAN ANY OTHER NATION ON EARTH
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Though the U.S. holds only 4.5% of the world’s population, it has been
responsible for 27% of ALL carbon dioxide emissions since 1850.1

WHO GETS HURT THE MOST?
POOR COUNTRIES ARE HIT
FIRST AND WORST
“Regular food shortages in Sub-Saharan Africa…
shifting rain patterns in South Asia leaving some
parts under water and others without enough
water for power generation, irrigation, or drinking…
these are but a few of the likely impacts of a
possible global temperature rise of 3.6°F in the
next few decades that threatens to trap millions of
people in poverty.”2

Photo: G.M.B. Akash, Bangladesh

The deaths of an estimated 400,000,
particularly children in developing countries, are
linked to climate change, especially from hunger
and infectious disease.3
Typhoon Haiyan, Philippines
Photo: Gideon Mendel/Corbis/ActionAid

WHAT NEEDS TO BE DONE?

+

ADAPTATION

Adjusting to the unavoidable impacts of
climate change

MITIGATION

Embarking upon clean development paths
and cutting greenhouse gas emissions

Photo: Alamy

Photo credit: Jane Harley, South Africa

Projected Cost:

Projected Cost:

$60

$1.1

At least $60 billion extra needed
annually by the 2050s for
adaptation in sub-Saharan Africa
if the global temperature rises
within 2°C/3.6°F. 4

About $1.1 trillion needed
annually for a low carbon
transition in developing
countries.5

TRILLION

BILLION

WHO SHOULD PAY?

YOU BREAK IT, YOU FIX IT!
Based on its tremendous historical responsibility and capacity to
act as the world’s largest economy, the U.S. must provide its fair
share of climate finance – funds to pay for these enormous costs.

WHERE’S THE MONEY?
THE RESOURCES ARE ALREADY THERE
Contrary to popular belief, paying for climate finance is not beyond our reach; we just need to
redirect funds we already have. For example:

END FOSSIL FUEL SUBSIDIES

$38

U.S. taxpayers subsidize
the fossil fuel industry
to the tune of $37.5
BILLION/yr
billion6 annually. That
money should be
shifted to financing clean energy, including
in developing countries.

43 DAYS OF THE

DEPARTMENT OF DEFENSE

$60

At $57.52 million per hour,
the amount U.S. taxpayers
spend on the Department
BILLION
of Defense in 43 days is
enough to cover sub-Saharan Africa’s
adaptation needs in 2050.

WALL STREET TAX

$300

This tiny tax on trades
of stocks, bonds
and other financial
BILLION/yr
instruments would
generate hundreds of billions of dollars of
new revenue, some of which could be used
for climate finance.

WHERE SHOULD THE MONEY GO?

GREEN CLIMATE FUND
The world’s premier multilateral fund to help developing
countries confront the climate crisis.
The GCF is a new United Nations fund
that “will promote the paradigm shift
towards low-emission and climateresilient development pathways by
providing support to developing
countries to limit or reduce their
greenhouse gas emissions and to adapt
to the impacts of climate change.”8

PAYING OUR SHARE

Woman trains to be a solar engineer, India
Photo: UN Women Gallery, 2012

$3 Billion
U.S. pledge to GCF.

$635 Billion
Up to how much the U.S. should
contribute in 2025 based upon
its responsibility for the climate
crisis and its capacity to act.9

Solar disc demonstration, India
Photo: Kailash Mittal

KEEPING THE GCF GREEN & JUST

The GCF must benefit ordinary folks in poor countries,
not Wall Street banks or multinational corporations.
It must not bankroll any dirty energy.

Photo: Institute for Climate
and Sustainable Cities,
Philippines

CLIMATE FINANCE MUST BE IN LINE WITH
WHAT SCIENCE AND JUSTICE DEMAND.
For more information about Climate Finance and the Green Climate Fund:
Please contact Karen Orenstein, korenstein@foe.org.
FOOTNOTES
1. World Resources Institute: http://www.wri.org/blog/2014/11/6-graphs-explain-world%E2%80%99s-top-10-emitters
2. “Warmer World Will Keep Millions of People Trapped in Poverty, Says New Report,” Turn Down the Heat: Climate Extremes, Regional Impacts,
and the Case for Resilience, World Bank: http://www.worldbank.org/en/news/press-release/2013/06/19/warmer-world-will-keep-millions-of-people-trapped-in-poverty-says-new-report
3. Climate Vulnerability Monitor 2nd Edition. A Guide to the Cold Calculus of a Hot Planet, DARA and the Climate Vulnerable Forum: http://daraint.
org/wp-content/uploads/2012/09/CVM2ndEd-FrontMatter.pdf
4. Breaking the Standoff: Post-2020 Climate Finance in the Paris Agreement, Oxfam: https://www.oxfam.org/sites/www.oxfam.org/files/file_attachments/bp201-breaking-standoff-climate-finance-011214-en.pdf
5. World Economic and Social Survey: The Great Green Technological Transformation, United Nations: http://www.un.org/en/development/desa/
policy/wess/wess_current/2011wess.pdf
6. Oil Change International: http://priceofoil.org/fossil-fuel-subsidies/
7. National Priorities Project: https://www.nationalpriorities.org/cost-of/
8. Governing Instrument for the Green Climate Fund: http://gcfund.net/fileadmin/00_customer/documents/
Key_documents/GCF_Governing_Instrument_web.pdf
9. Climate Fairshares: http://www.climatefairshares.org
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First Name: Brett
Last Name: Byers
Email Address: brett@rainforesttrust.org
Phone Number:
Affiliation: Rainforest Trust
Subject: Comments Regarding Tropical Forest Offset Credits
Comment:
Dear California Air Resources Board,
As a board member of Rainforest Trust
(https://www.rainforesttrust.org), a US charity focused on tropic
forest conservation, and as a committed conservation philanthropist
focused on preserving large areas of tropical forest with a primary
motivation of mitigating climate change (see:
http://millionacrepledge.org and
http://millionacrepledge.org/byers-santos/ ), I would like to
submit the following comments in relation to the October 28, 2015
California Air Resources Board meeting regarding the possibility of
introducing tropical forest carbon offset credits to the California
CO2 cap and trade market. I much appreciation the work of the
California Air Resources Board towards including tropical forest
conservation and restoration offsets, giving the tremendous
importance of tropical rainforest to mitigation of human-caused
climate change. Respectfully submitted, Brett Byers.
TROPICAL FOREST COULD BE HALF OF THE CLIMATE CHANGE SOLUTION
First, and most importantly, I would like to indicate that, as I
did at the meeting, while CO2 emissions from rainforest destruction
and degradation may only account for 11% to 15% of total worldwide,
tropic forest conservation and restoration has the potential to
provide about 50% of the net CO2 emissions reductions over the next
critical decades that it will take the world to largely stop
burning fossil fuels and to reach peak atmospheric CO2
concentrations, with CO2 levels in the atmosphere then dropping.
There are two primary reasons that could permit tropic forest
conservation to provide half of the climate change solution.
First, with adequate political will and funding (which are needed
for all climate change solutions), forest conservation and
restoration can be implement much faster than a transition away
from fossil fuel use. The New York Declaration on Forests
indicates the length of time dramatically reduce and eliminate
forest destruction is measured in years, while estimates
(especially when political realities are considered, as well as the
still rapidly increase in use of fossil fuels in the developing
world) of the time to end fossil fuel use start at 35 years, with
more realistic periods extending to 50 or 85 years.
Second, there are hundreds of millions of acres of tropical forest
that are degraded, often selectively logged, such that the large
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trees, which contain the majority of the above-ground-carbon, are
absent. If these degraded areas are protected, they would absorb
huge quantities of CO2 for 50 to 100 years until the small trees
become large. No human intervention is needed, as the seed base
and variety of small trees are intact within the degraded forest.
An amount of as much as over 10 billion tons of CO2 could be
absorbed per year by recovery of degraded forest. This amount thus
could be nearly 30% of current worldwide CO2 emissions and could be
larger than the current net emissions from continued tropical
forest destruction and degradation, which amounts to another 11% to
14% of total CO2 emissions.
As such, tropical forest conservation and restoration could provide
a critical bridge to the post-fossil fuel era, and could be a major
portion of any climate change solution.
Finally, I note that the amount of carbon stored in tropical
forests worldwide (nearly 2,000 billion tons of CO2 sequestered) is
equal to over half of the carbon stored in proven fossil fuel
reserves (estimated to be about 3,000 billions tons of CO2
emissions on burning of this fuel). Thus, just as we court very
dangerous climate change by burning all (or even a substantial
fraction of) proven fossil fuel reserves, we face the same danger
by destroying all (or a substantial fraction of) remaining tropical
forest.
Here are citations to articles and papers (many peer-reviewed
academic papers) providing support to the assertions above:
1. Regarding the 35+ years to convert off of fossil fuels: Mark Z.
Jacobson and Mark A. Delucchi, Providing all global power with
wind, water and solar power, Part I: Technologies, energy
resources, quantities and areas of infrastructure, and materials,
Energy Policy (2011) 39, 1154-1169,
http://www.stanford.edu/group/efmh/jacobson/Articles/I/JDEnPolicyPt1.pdf
.
2. New York Declaration on Forests:
http://www.un.org/climatechange/summit/wpcontent/uploads/sites/2/2014/07/New-York-Declaration-on-Forest-–-ActionStatement-and-Action-Plan.pdf
.
3. Peer reviewed articles showing potential of rainforest to
offset CO2 emissions, including via absorption of CO2 by recovering
degraded forests (the second article also indicates that about 500
billion tons of carbon is stored in tropical forests, equal to
nearly 2000 billion tons of CO2 emissions on destruction of such
forests):
a. Richard A. Houghton, The emissions of carbon from deforestation
and degradation in the tropics: past trends and future potential,
Carbon Management (2013) 4(5), 539–546,
http://research.mblwhoilibrary.org/works/39404 and
http://www.tandfonline.com/doi/pdf/10.4155/cmt.13.41 .
b. John Grace, Edward Mitchard and Emanuel Gloor, Perturbations in
the carbon budget of the tropics, Global Change Biology (2014) 20,
http://onlinelibrary.wiley.com/doi/10.1111/gcb.12600/full .
c. There is literature that indicates that tropical forest
conservation and restoration could offset about 30% current
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human-caused C02 emissions (see:
http://www.cgdev.org/blog/tropical-forests-offer-24%E2%80%9330-percentpotential-climate-mitigation
and citations from within, including
http://www.cgdev.org/sites/default/files/CGD-Climate-Forest-PaperSeries-11-Goodman-Herold-Maintaining-Tropical-Forests.pdf
). But note that because it will take decades to eliminate (or at
least dramatically reduce) fossil fuel use, whereas tropical forest
conservation and restoration can be put in place far more quickly,
the cumulative net CO2 emissions from tropical forest conservation
and restoration could be roughly equal to that from reduction in
fossil fuel during the critical period from now until peak
atmospheric CO2 concentration, with tropical rainforest
conservation and restoration providing a crucial bridge to the post
fossil fuel era.
If you would like any of these articles in PDF format or if you
would like further explanation, please contact me.
MULTIPLE MECHANISMS TO ENSURE BENEFIT FROM TROPICAL FOREST CREDITS
With regard to page 35 (item 6) of the ARB Staff White Paper on
this subject found here
http://www.arb.ca.gov/cc/capandtrade/sectorbasedoffsets/ARB%20Staff%
20White%20Paper%20Sector-Based%20Offset%20Credits.pdf
, I think that the cap should perhaps be lowered when new sources
of credits (such as REDD) are added. Another option is to reduce
the crediting baseline relative to the reference the level. Or, as
degraded forests recover, the reference level could be altered over
time to ensure greater forest conservation over time. Or these
mechanisms could be applied in combination.
FOCUS ON ELIMINATION OF SELECTIVE LOGGING
Selective logging, while far better than clear cutting of forest,
must end for tropical forest conservation and restoration to reach
its full potential. As described in my first comment above, about
one-half of the potential of tropic forest to mitigate climate
change could stem from regrowth of degraded (often selectively
logged) tropic forest. Some refer to selective logging as a
sustainable use of forest. But it is essential that the ARB not
permit selective logging as a sustainable use of forest, given that
and end of selective logging is a huge part (again, about half) of
tropical forest’s potential to mitigate climate change. Thus, on
page 26 of the ARB Staff White Paper (in the second paragraph of i.
Leakage), it is essential that selective logging is NOT consider
sustainable forest management. Other truly sustainable use, such
as harvesting brazil nuts without harming trees, would be
acceptable.
FOCUS ON HALTING BUILDING OF ROADS IN OR ADJACENT TO TROPIC FOREST
On page 25 of the ARB Staff White Paper (in the second paragraph of
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ii. Additionality), I find the mention to road building as a valid
reason to adjust the reference level disturbing. Road building is
hugely destruction to forests (bring destructive development
because of the road access), and should be strongly discouraged.
OTHER COMMENTS ON ARB WHITE PAPER
On pages 14 to 15 of the ARB Staff White Paper, I think that there
may be a small mistake in description of the albedo effect, as the
paper focuses on high reflectivity as a problem rather than a good
thing. In my understanding, low reflectivity cause direct
absorption of heat, whereas high reflectivity (such as from ice,
snow or cloud cover) reduces this direct absorption, which direct
absorption is a much bigger issue than any further reflection back
to earth within the atmosphere.
On page 27 of the ARB Staff White Paper (in the ii. Reversals
paragraph carried over from the prior page), I worry that the reset
of the baseline emissions for naturally-caused deforestation could
be a problem, if a warming and drying planet (because of climate
change) would result in more and larger fires in the tropical
forest, and perhaps provisions should be made to avoid this.
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Last Name: Effiom
Email Address: edu.efiom@biol.lu.se
Phone Number: +2348023815032
Affiliation: Cross River State Forestry Com., Nigeria
Subject: Sustainable forest management via FMCs in CRS enabling payment for
ecosystem services
Comment:
Thank you California for providing this opportunity to share
comments. GCF update on the California Air Resources Board Worshop
indicate an exciting meeting which we would have loved to
participate as a member state in GCF especially as it seems there
was no Afro-tropical representation at the meeting. Nonetheless, we
greatly anticipate the actualization of this possibility (the
inclusion of tropical forest jurisdictions in California’s Cap and
Trade Program).
What we would have love to especially highlight besides other green
financial initiatives in our State, would be our benefit-sharing
initiatves-payment of royalities and loyalties to forest
communities in CRS which is in the form of payment for Ecosystem
services. In CRS, we co-mange the forest that is the community
forest with a community-based organisation ccalled FMCs (Forest
management Committees) established by Forestry Commission. We train
community members on basic forestry skills. The incentive here is
in the payment of 30-70% of the revenue acred from selective timber
harvesting, salvage etc. This ensures their coperation in helping
us protect the forest and place the commitment on them to protect
their forest. I can provide more details on this if needed. Thank
you.
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November 12, 2015
Sean Donovan
Air Pollution Specialist
California Air Resources Board
1001 I Street
Sacramento, CA 95814
RE: The Potential for Including International, Sector-based Offset Credits in the Cap-andTrade Program
Dear Mr. Donovan:
On behalf of Food & Water Watch and our over 280,000 supporters in California, I write to express
our organization’s opposition to the California Air Resources Board’s consideration of “The
potential for including international, sector-based offset credits in the Cap-and-Trade Program” —
an initiative that continues to promote offsets, and specifically sector-based offsets from
jurisdictional reducing emissions from deforestation and forest degradation (REDD) programs.
Claims that sector-based offsets are needed because of possible offset shortages remain unfounded,
especially in light of the current 34.5 million allowance oversupply in the California cap-and-trade
market and the fact that a majority of polluters covered under the market are also currently awarded
75-100% of their allowances for free. Any interest in developing further offset projects is not
because they are needed, but rather because they are a cheaper compliance mechanism, revealing
the true motivation in pursuing sector-based offsets.
Markets like the European Union Emissions Trading System (EU ETS) and the Clean Development
Mechanism (CDM) do not accept REDD offsets, and the United Nations REDD program (UNREDD) has even admitted to potential failings of REDD offsets. These include the likelihood of
depriving indigenous and forest communities of their lands, marginalizing these communities,
undoing significant progress in sustainable forest management practices and, most importantly, that
REDD programs could “lock-up forests by decoupling conservation from development.”1
Offsets do not lead to real, additional or permanent emission reductions. Even worse, offsets
generated from REDD projects cannot meet even the basic technical requirements like additionality
and permanence. Such offsets would also adversely affect indigenous and rural populations by
fueling land rights disputes and dispossession, while promoting the historic abuse of developing
countries as outsourcing centers for the excess of developed countries.
Additionality and Permanence
Issues of additionality arise when considering the REDD program under development in Acre,
Brazil, which is currently held up as the most prepared project for formal inclusion in the California
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Gilbertson, Tamra and Oscar Reyes. Dag Hammarskjöld Foundation. “Carbon Trading: How it works and
why it fails.” Critical Currents, no. 7. November 2009 at 60.
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market (slated for the third compliance period). If California still abides by its prescribed,
regulatory definition of additionality2 then it needs to account for the irreconcilable fact that the
Acre program cannot possibly be “additional.” Brazil has had forest conservation laws on the books
since 1965, Acre has had extractive reserves since the early 1990s and statewide deforestation
reduction targets since the 2000s (before REDD was even conceived in 2005), and various other
protections for preventing deforestation — and subsequent carbon dioxide emissions — have
existed in Brazil prior to the existence of REDD. The Acre REDD program fails outright to meet
the requirement for additionality.
The proposed REDD offset framework also fails to meet California’s prescribed, regulatory
definition of permanence.3 First, the regulatory definition contradicts and invalidates itself by
prohibiting and then allowing for offset reversals, remedying this by saying that so long as
mechanisms to address reversals are in place, it’s OK. Reversals are a certainty with any kind of
forestry mechanism since trees die, can be damaged by natural events, burned in wildfires, clear cut,
or otherwise compromised in many other ways.
Second, the proposed “mechanisms” to be used in cases of offset invalidation introduce significant
liability and risk, which is ironic given that these mechanisms are meant to mitigate risk. The
proposed insurance buffer, if executed, would increase the overall level of emissions allowed into
the atmosphere, representing more than just a reversal but a step backwards in emission reductions.
Third, the proposal to subsume risk from offset reversal into the jurisdictional baseline is not a
“solution” but rather a distorting and fraudulent manipulation of a very important measurement tool.
Moreover, the developing countries where REDD programs take place often do not have access to
the necessary resources to implement, monitor and enforce such offsets.4 Establishing a baseline is a
formidable challenge, and issues also arise due to the fact that each country has different legal
frameworks, which leads to problems with verification. 5 The measurement techniques are complex
and cost prohibitive, documentation of emissions or avoided emissions can be inadequate and it is
difficult to establish whether project developers have legal ownership of the land in use.6
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The Cap-and-Trade regulation states that, in the context of offset credits, ‘additional’ means greenhouse gas
emission reductions or removals that exceed any greenhouse gas reduction or removals otherwise required by
law, regulation or legally binding mandate, and that exceed any greenhouse gas reductions or removals that
would otherwise occur in a conservative business-as-usual scenario.
3
‘Permanent’ means, in the context of offset projects, either that GHG reductions and GHG removal
enhancements are not reversible, or when GHG reductions and GHG removal enhancements may be
reversible, that mechanisms are in place to replace any reversed GHG emission reductions and GHG removal
enhancements to ensure that all credited reductions endure for at least 100 years.
4
Sheikh, Pervaze A. and Ross W. Gorte. Congressional Research Service. “International Forestry Issues in
Climate Change Bills: Comparison of Provisions of S.1733 and H.R.2454.” (R40990). December 22, 2009 at
15.
5
Ibid. at 7 to 8; U.S. Government Accountability Office (GAO). “Climate Change Issues: Options for
Addressing Challenges to Carbon Offset Quality.” (GAO-11-345). February 2011 at 15.
6
U.S. GAO. 2011 at 15.
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Linking and Volatility
Further technical problems emerge from the requirement that these REDD programs would have to
link with the California cap-and-trade market — the same way that California has linked with
Quebec’s market — in order to incorporate the resulting offset credits.7 While proponents of linking
markets claim benefits like market liquidity, increased efficiency and cost-effectiveness, these are
empty claims. Linking can often introduce more risk since some markets are more volatile and
unstable (REDD programs have consistently been controversial and fraught with abuse, fraud and
corruption — sure signs of instability), not to mention that linking itself creates indirect offsets and
subsequent emission hot spots.
In addition, the price of credits can be different in each market, and until those prices equalize
polluters will seek out the cheapest offset credits. As a result, a polluter in California will first
purchase cheaper offsets from a jurisdictional REDD program before they purchase more expensive
offset credits from, say, Arkansas. This means that pollution continues at the source in California
and reductions will allegedly happen in another country where a jurisdiction is participating in a
REDD offset program.
Linking markets and using offsets from REDD programs in developing countries also perpetuates
the outsourcing of developed country excess and continued extraction of resources from developing
countries. REDD offset programs may seek to conserve forests, but in reality they support the
extraction of GHG emission reductions for cheap consumption by developed countries. REDD
offsets allow polluters to pay lower prices for the reductions they do not want to make in country. It
is a continuance of neocolonialism, globalization and entitlement. REDD offsets cannot provide
social benefits when they fundamentally support and entrench decades-old inequality.
Impacts on Indigenous and Rural Populations
Still worse, the proposed “social safeguards” for REDD offsets suggest “tying emission reductions
to land rights” to ensure that “those who have legal or customary title to the land where emission
reductions take place receive the benefits of the sector-based REDD offset credits.” However,
historically, indigenous and rural communities, especially those in Brazil, have been denied land
rights despite having occupied the forest lands in question for generations upon generations —
corrupt governments have instead favored the interests of wealthy land owners, industrial
agriculture and those that can afford to buy up expansive tracts of land for cattle grazing, timber
extraction, mining or monocultures of soy and sugar cane.
Members of these communities have been threatened, assaulted and murdered for fighting to
maintain their land tenure. Unless REDD offset programs will simultaneously resolve the incredibly
divisive and longstanding crisis of land tenure rights, equitably assign these rights and ensure that
these communities maintain their access to forest lands, then REDD offsets will only further
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Under California Government Code section 12894, this type of approval would constitute a “linking” of
California’s Cap-and-Trade Program with the jurisdictional REDD program. Linking means an action taken
by ARB by which emission reductions from another jurisdiction will be accepted as compliance instruments
in California’s Cap-and-Trade Program. Linking two subnational jurisdictions’ climate policies would follow
the precedent of California linking with Quebec’s program, which took place in 2013.
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privatize, dispossess and marginalize these communities, not benefit them. The REDD “safeguards”
also neglect the fact that the structure of these mechanisms perpetuate further exclusion of
indigenous and rural communities from their lands, preventing them from reaping any of the
previously mentioned “benefits” — that is not a social safeguard, it is a human rights violation.
Examples of the abuses resulting from REDD continue to surface. In October 2013, The Atlantic
featured an extensive exposé on REDD and carbon markets. It told the deplorable tale of an offset
developer who defrauded indigenous communities in the Amazon after conning them into signing
over their forest rights for REDD offsets. The contracts for the forest rights ran for 200 years and
the developer planned to harvest the timber and plant palm oil after the 25-year carbon plan in the
contract ran out. In 2014, the Oakland Institute released the report “The darker side of green:
Plantation forestry and carbon violence in Uganda,” which documents similar abuses from REDD
and CDM projects both in Uganda and also in several other countries around the world.8
Indigenous groups continue to speak out against California’s plans to include offsets from REDD
programs. In October 2012, several indigenous groups traveled to California to testify against
REDD offsets and urged Governor Brown not to allow their use. These same indigenous groups
have also sent several letters to the California Air Resources Board urging them not to allow REDD
forest offsets. Even The Sacramento Bee featured an article by Jeff Conant of Friends of the Earth
condemning California for considering REDD offsets as part of their cap-and-trade market.
The environment, the public and especially indigenous and rural communities lose when it comes to
REDD offsets. Polluters cannot be allowed to buy their way out of trashing our planet and
simultaneously violating the rights of others all for the sake of their bottom line. REDD offsets put
profits over people, and we at Food & Water Watch along with our over 280,000 supporters in
California, demand that the California Air Resources Board does not allow REDD offsets in any
capacity. Our forests, water and air are owned by no one and shared by everyone.

Sincerely,

Elizabeth Nussbaumer
Researcher
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Lyons, Kristen, Dr. Carol Richards and Dr. Peter Westoby. The Oakland Institute. “The darker side of
green: Plantation forestry and carbon violence in Uganda.” November 2014.
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Affiliation: Center for Global Development
Subject: Eight Reasons for California to Lead on Climate and Tropical Forests
Comment:
Eight Reasons for California to Lead on Climate and Tropical
Forests
Thank you for
for including
deforestation
cap-and-trade

the opportunity to share views and express support
sectoral offset credits for reducing emissions from
and forest degradation under the California
program.

When it comes to fighting climate change, California is already a
world leader on pricing carbon, transitioning to renewable energy,
and decarbonizing the world’s eighth largest economy. California
now has yet another golden opportunity to lead on climate by
helping to halt and reverse tropical deforestation.
Here are eight reasons for California to accelerate inclusion of
sectoral offset credits for tropical forests:
1. To fight climate change comprehensively.
Climate change is bad enough for Californians facing drought and
sea-level rise. It’s many times worse for people in poor countries
who are more exposed and less able to adapt. Fighting climate
change by regulating smokestacks and tailpipes is essential, but
there’s no chance of avoiding dangerous climate change without also
halting and reversing deforestation. Every year tropical
deforestation produces more greenhouse gas emissions than the
European Union.
2. To contain costs.
Reducing tropical deforestation is a bargain. Relative to
California, tropical forests offer 55 times as many emission
reductions below twenty dollars per ton of carbon dioxide. By
letting regulated companies purchase these low-cost emission
reductions to meet a fraction of their climate obligations,
California can meet its ambitious climate goals at a lower cost to
companies and their customers.
3. To be the standard-setter for the world.
What California decides will have an outsized importance for the
world’s tropical forests that goes well beyond the emission
reductions its companies might buy each year. California can write
rules that set the precedent for other US states and even other
developed countries on how to use tropical forest offsets in
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cap-and-trade programs in a way that guarantees environmental
integrity and benefits indigenous peoples, the best guardians of
tropical forests. Just as with clean air laws a generation ago,
California once again has the chance to be the standard-setter for
the world.
4. Because there are side benefits for sustainable development.
Deforestation isn’t just bad for the climate, it’s bad for people
living near and within the forests. Brazil’s deforestation has been
blamed for its record-setting drought; Indonesia’s massive and
deliberately-set forest and peat fires are choking Southeast Asia
with a thick carcinogenic haze, causing a public health emergency.
By financing forest protection in the tropics, California will be
contributing to Global Sustainable Development Goals on poverty
alleviation, food, water and sanitation, health, and energy. And
since tropical forests are home to two-thirds of all plant and
animal species that live on land, California will be helping to
achieve international agreements on biodiversity too.
5. Because it’s a tested model.
National performance payments for conserving forests have been
tested using public funding, and they’re working. Brazil’s
anti-deforestation policies reduced Amazon deforestation by 80%
over the last decade—the single largest reduction in greenhouse gas
emissions ever achieved by any county. In return Norway contributed
one billion dollars into the Amazon Fund.
6. To support indigenous peoples.
Evidence to date suggests that performance payments for conserving
forests can benefit indigenous peoples. Brazil has increased
indigenous territories to an area larger than Greenland. Guyana has
accelerated titling of indigenous lands. And in Indonesia, a court
decision recognized indigenous peoples’ claims to 40 million
hectares of forest.
7. Because technical issues are surmountable.
The Air Resources Board white paper lists a number of technical
issues, such as monitoring, reference levels, and social
safeguards. These issues are important but surmountable. Many good
ideas for addressing these issues have been put forward in the last
decade, including by the REDD Offsets Working Group, the
Methodological Framework of the Forest Carbon Partnership Facility
Carbon Fund, the Verified Carbon Standard Jurisdictional and Nested
REDD+ Framework, and bilateral REDD+ agreements. A new working
group report by the Center for Global Development recommends
keeping rules simple and practical.
8. Because finance is the missing piece.
Climate diplomats have finished negotiating global rules for paying
for reductions in emissions in deforestation. These rules are
expected to become part of an international climate agreement in
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Paris this December. More than 50 tropical countries are lining up
to reduce deforestation, if funding for performance payments comes
forward. California can jumpstart action in those countries by
sending the signal that market finance is on the way.
By including sectoral offsets for reducing emissions from
deforestation and forest degradation in its cap-and-trade program,
California will open up a new source of finance to help tropical
countries conserve their forests, with many attendant benefits for
climate and sustainable development.
Yet again, California has a golden opportunity to lead.
Jonah Busch, Ph.D.
Center for Global Development
2055 L St, Fifth Floor
Washington, DC 20009
References:
“Eight Reasons for California to Lead on Climate and Tropical
Forests.” Jonah Busch. Center for Global Development Blog. October
27th, 2015.
http://www.cgdev.org/blog/eight-reasons-california-lead-climate-andtropical-forests
Further reading:
“Look to the Forests: How Performance Payments Can Slow Climate
Change.” Report of the Working Group on Scaling Up
Performance-Based Transfers for Reduced Tropical Deforestation.
Center for Global Development, Washington, DC. 74 pp. October 14th,
2015.
http://www.cgdev.org/publication/ft/look-forests-how-performancepayments-can-slow-climate-change
“Why Forests? Why Now? Paper Series.” Frances Seymour and Jonah
Busch. Center for Global Development, Washington, DC.
http://www.cgdev.org/page/wfwn-paper-series
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California Air Resources Board (ARB) staff will present this white paper at a public
workshop on October 28, 2015. ARB staff is releasing this white paper prior to the
workshop to solicit comments from interested members of the public. Following the
workshop, stakeholders will have an opportunity to provide written comments during an
informal comment period which will conclude at 5:00 p.m. Pacific time on Monday,
November 16, 2015. As this workshop is not a formal regulatory hearing, ARB is not
obligated to respond to comments; however, comments will assist staff in developing
potential topics for future workshops and for regulatory proposals should the Board
direct staff to do so. Staff will strive to incorporate and address comments presented on
this white paper to the extent feasible during future workshops.
Comments may be submitted at: http://www.arb.ca.gov/lispub/comm/bclist.php
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Executive Summary
Addressing climate change requires a comprehensive assessment of the causes of
greenhouse gas emissions. In adopting the Global Warming Solutions Act of 2006
(Assembly Bill 32, or AB 32), the Legislature recognized this fact and directed the
California Air Resources Board (ARB) to develop measures to reduce California’s
greenhouse gas (GHG) emissions to 1990 levels by 2020. AB 32 also recognized the
importance of California’s climate leadership and engagement with other jurisdictions,
and directed ARB to consult with the federal government and other nations to identify
the most effective strategies and methods to reduce GHGs, manage GHG control
programs, and to facilitate the development of integrated and cost-effective regional,
national, and international GHG reduction programs.
ARB began assessing emerging international mitigation actions as it developed the AB
32 Scoping Plan and the California Cap-and-Trade Program. One of the most studied
sectors within which mitigation actions have been proposed has been tropical forests,
which serve as one of the world’s most important carbon sinks. Emissions from tropical
deforestation and forest degradation are estimated to account for between 11% and
14% of global GHG emissions. Initiatives for reducing emissions from deforestation and
forest degradation, or REDD, are thus a critical part of addressing global climate
change, including climate change in California. Mitigating tropical forest deforestation
may have additional effects on California’s climate and environment because research
indicates a direct link between tropical deforestation and reduced California
precipitation. In addition, the inclusion of REDD sector-based offset credits within the
already existing quantitative usage limit for offset credits within California’s Cap-andTrade Program would contribute to cost-containment benefits under the program,
demonstrate California’s climate leadership, and yield benefits to biodiversity, forestdependent community livelihoods, and other areas integral to low emissions rural
development in tropical jurisdictions.
California began engaging on REDD through the creation of the Governors’ Climate and
Forests Task Force (GCF) in 2008. This subnational government initiative aims to
exchange information and develop best practices for forest conservation, climate
mitigation, community engagement and capacity building, as well as develop the
technical areas necessary to design robust jurisdiction-wide REDD programs. The GCF
is currently comprised of 29 different subnational jurisdictions, including states and
provinces from Brazil, Indonesia, Ivory Coast, Mexico, Nigeria, Peru, Spain, and the
United States (U.S.). Based in part on interactions with the GCF, ARB designed the
California Cap-and-Trade Program to include specific regulatory language directing how
a REDD program could be included through future, formal rulemaking. These
regulatory provisions are referred to as sector-based offset crediting provisions, and
could provide a small portion of the existing quantitative usage limit in place for all
carbon offsets. 1 As described in Sections II and III of this paper, the sector-based
1

A sector-based crediting program, such as a REDD program, is a jurisdiction-wide crediting mechanism
in a subnational jurisdiction of a developing country, which (if approved) could issue sector-based offset
credits that would be eligible for use by California covered entities to comply with a small portion of their
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crediting approach for international offsets offers advantages that do not exist at the
project level, such as guarding against risks of performance reversal and leakage at the
jurisdiction scale.
To date, ARB has not approved any international, sector-based offset credits to be used
for compliance under the Cap-and-Trade Program. ARB staff explained in the Cap-andTrade rulemaking that further work would be needed to determine how a REDD
program could fit within the rigorous AB 32 and Cap-and-Trade Program criteria.
California launched a process for assessing this additional work by signing a
Memorandum of Understanding (MOU) with Acre, Brazil, and Chiapas, Mexico in 2010
to further streamline the information exchange underway within the broader GCF. The
MOU established the REDD Offset Working Group. This ad hoc team of technical
experts developed technical and policy recommendations that were provided in final
form to California, Acre, and Chiapas in July 2013. 2
REDD is an important component of ongoing negotiations under the United Nations
Framework Convention on Climate Change, and continues to receive backing from
national jurisdictions, such as the United States and Norway, which have collectively
pledged billions of dollars to support capacity building and other REDD-related activities
in multiple tropical jurisdictions. These international efforts have made considerable
progress on developing guidelines and lessons for the design of jurisdiction-wide REDD
programs. However, economic development in many jurisdictions is still dependent on
activities which drive deforestation. Work is underway to expand economic
opportunities with low-emissions rural development mechanisms such as REDD-based
financing in the voluntary carbon market and through overseas development financing.
These actions have been important in helping test best practices, but have not yet been
sufficient to overcome the economic hurdles to reducing drivers of deforestation to the
extent necessary to curb emissions from tropical deforestation and forest degradation.
California could play a leadership role at the subnational level by recognizing and
approving robust program standards that other market programs could also take
advantage of. This could increase opportunities for REDD-related financing within
regulatory compliance markets (e.g., through the sale of sector-based REDD offset
credits into California’s Cap-and-Trade Program or other markets).
The REDD Offset Working Group Recommendations provide a framework for assessing
many of the technical design elements that would be needed for a robust REDD
program. These include setting reference levels, ensuring social safeguards are in
place, designing crediting pathways, and ensuring effective government oversight and
Cap-and-Trade obligations. This portion is limited to 2% of an entity’s total compliance obligation in the
first and second compliance periods, and 4% in the third. It should be noted that because ARB staff is
not proposing any regulatory amendment related to REDD or any other sector at this time, no sectorbased crediting will be eligible in the first or second compliance periods.
2

REDD Offset Working Group, California, Acre and Chiapas – Partnering to Reduce Emissions from
Tropical Deforestation: Recommendations to Conserve Tropical Rainforests, Protect Local Communities
and Reduce State-Wide Greenhouse Gas Emissions (2013), attached to this white paper as Appendix A.
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enforcement, both in a REDD jurisdiction and in California’s program. While the
Recommendations demonstrate that many of these concerns can be addressed, ARB
staff is seeking feedback on these Recommendations to fully vet stakeholder concerns.
Additional engagement with California stakeholders, including ARB’s Environmental
Justice Advisory Committee, is needed to ensure ARB is able to take into account
concerns which have been raised related to social safeguards, enforceability, and
leakage, among others.
Before staff recommends that the Board consider a specific REDD-related regulatory
amendment proposal from staff, the following steps will need to occur. First, ARB staff
will conduct stakeholder workshops, starting with the one scheduled for October 28,
2015 to assess the issues and criteria that would inform the development of a staff
proposal. ARB staff will also need to continue engaging with partner jurisdictions from
the GCF. This engagement might include cross-jurisdictional visits, seeking advice and
input from ARB’s Environmental Justice Advisory Committee, contracting for assistance
with California universities, and engaging with the U.S. federal government. Second,
ARB would need to undergo the normal California Administrative Procedure Act
requirements of a 45-day public notice and comment period on any proposed regulatory
text, including an environmental review and a Board hearing. Third, in conjunction with
the rulemaking process, ARB would need to request that the Governor make findings
pursuant to Senate Bill 1018 regarding the equivalency of a jurisdiction’s program in
terms of GHG reductions and offset credit stringency, the enforceability of such a
linkage, and whether the linkage creates specific liabilities for California. This type of
finding was made prior to ARB concluding its linkage regulation with Québec.
If the Board decides to move forward on considering any specific REDD program, ARB
staff would target regulatory amendments to allow for the use of sector-based offset
credits in the third compliance period of the Cap-and-Trade Program. Based on a
review of existing GCF state programs, ARB staff believes that Acre’s sector-based
REDD offset program is already technically capable of being considered for formal
inclusion in the Cap-and-Trade Program at the beginning of the third compliance period,
even while additional engagement is necessary to, among other things, ensure a clear
understanding of how Acre’s program may fit within any applicable Brazilian national
structures. Other GCF jurisdictions may be nearing readiness in the near future. To
prepare a staff proposal for Board consideration, there is a need for additional work as
described in this white paper that could benefit from collaboration with California
universities, public stakeholder engagement through additional technical workshops on
the issues identified herein, engagement with GCF and other subnational jurisdictions,
and regulatory text drafting.
Finally, ARB staff would like to highlight that proceeding down the path of working more
closely with Acre will likely provide beneficial lessons and engagement with other
jurisdictions, particularly those of Mexico (both in terms of engagement through the GCF
and also through the California-Mexico MOU) 3 and Brazil. Continued evaluation of
3

Memorandum of Understanding to Enhance Cooperation on Climate Change and the Environment
between the State of California of the United States of America and the Ministry of Environment and
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REDD and other sector-based offset programs will further demonstrate California’s
climate leadership. Indeed, this engagement has already resulted in partnering on other
mutually beneficial climate and low emissions development initiatives, such as the
Subnational Global Climate Leadership MOU (also known as the Under 2 MOU), which
includes participation of multiple GCF jurisdictions. 4
This ARB staff white paper provides a summary of the work California has conducted to
date on sector-based crediting programs, including REDD. It also describes
collaborative efforts with the GCF, such as signing the Rio Branco Declaration. Finally,
the paper includes an assessment of the REDD Offset Working Group
Recommendations and identifies next steps that will be required for ARB staff to
propose a REDD program to be considered by the Board in a future rulemaking action.

Natural Resources and the National Forestry Commission of the United Mexican States (July 28, 2014),
available at http://gov.ca.gov/docs/7.28_Climate_MOU_Eng.pdf.
4

The Under 2 MOU was developed between California and the German state of Baden-Württemberg to
bring together ambitious subnational jurisdictions to make commitments towards emission reductions and
to galvanize action at the upcoming Conference of the Parties to the United Nations Framework
Convention on Climate Change in Paris, France. Current signatories who are also GCF members include
Acre (Brazil), Amazonas (Brazil), California, Catalonia (Spain), Chiapas (Mexico), Cross River State
(Nigeria), Jalisco (Mexico), Rondônia (Brazil), Tocantins (Brazil), and Ucayali (Peru). More information is
available at the Under 2 MOU Web site, http://under2mou.org/ (accessed Oct. 18, 2015).
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I.

Introduction

When the California Legislature enacted the Global Warming Solutions Act of 2006
(Assembly Bill 32, or AB 32), it directed the California Air Resources Board (ARB or
Board) to develop a Scoping Plan setting forth various mechanisms to lower statewide
emissions to 1990 levels by 2020, to adopt a mandatory greenhouse gas reporting and
verification regulation, and it gave ARB the authority to develop a market-based
compliance mechanism. (Health & Saf. Code, §§ 38530, 38561, and 38570.) In
developing these measures, ARB is required to consult with the federal government and
other nations to identify the most effective strategies and methods to reduce
greenhouse gases, manage greenhouse gas control programs, and to facilitate the
development of integrated and cost-effective regional, national, and international
greenhouse gas reduction programs. (Health & Saf. Code, §§ 38564 and 38561(c).)
Since 2006, ARB has adopted numerous measures to implement AB 32, including the
adoption of the California Cap on Greenhouse Gas Emissions and Market-Based
Compliance Mechanisms Regulation. (Cal. Code Regs., tit. 17, § 95801 et seq.;
hereafter Cap-and-Trade Regulation or Cap-and-Trade Program.)
In order to achieve the AB 32 mandate of designing cost-effective programs, ARB
included several cost-containment features in the Cap-and-Trade Regulation. These
include elements such as multi-year compliance periods, an Allowance Price
Containment Reserve, and the use of carbon offset credits. 1 In designing these
elements, ARB staff reviewed the state of existing market-based programs, 2 which is
evidenced by the work ARB has undertaken related to the Western Climate Initiative
(WCI), including linkage of the Cap-and-Trade Programs developed by ARB and the
Canadian province of Québec. 3
In addition to its work with WCI, ARB has been considering jurisdiction-wide, sectorbased carbon offset crediting programs. As defined in the Cap-and-Trade Regulation, a
sector-based crediting program is “a GHG emissions-reduction crediting mechanism
established by a country, region, or subnational jurisdiction in a developing country and
covering a particular economic sector within that jurisdiction.” (Cal. Code Regs., tit. 17,
§ 95802(a).) These programs would focus on a single economic sector (i.e., cement,
forestry, etc.) and seek to reduce emissions across the entire sector, perhaps as part of
a broader low emissions development plan similar to AB 32. This means that crediting
is done not by looking at a single project’s performance against its project baseline,
such as under traditional project-based offset programs. Instead, crediting is “based on
achievement toward an emissions reduction target for the particular sector within the
boundary of the jurisdiction.” (Id.) This jurisdictional approach offers advantages that
do not exist at the project level, such as guarding against risks of performance reversal
and leakage at a broad scale.
In assessing the potential for sector-based crediting programs, ARB is interested in both
industrial and biological sectors. During the development of the Cap-and-Trade
Program, ARB staff had explored both the cement and forestry sectors. ARB chose to
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focus first on emission reduction strategies in the forestry sector because of the ongoing
focus on forestry at the international scale, the significant potential of addressing a large
portion of global GHG emissions coming from deforestation, and because ARB was
already pursuing a domestic U.S. Forest Projects Compliance Offset Protocol, which
may be used to generate offset credits under the Cap-and-Trade Program using
traditional project-based crediting. 4 In assessing sector-based crediting for forestry,
ARB has engaged in discussions with other jurisdictions that are designing broad,
jurisdiction-wide forestry programs related to reducing emissions from deforestation and
forest degradation, also known as “REDD” programs. ARB did not pursue a sectorbased forestry offset program domestically as there are already well established
programs and regulations in the United States to monitor and protect the forestry sector
as a whole.
For any offset credit to be eligible under California’s Cap-and-Trade Program, whether
derived through a Compliance Offset Protocol or through a jurisdiction-wide, sectorbased crediting program, the credits have to meet the same statutory criteria – namely,
they have to be real, permanent, quantifiable, verifiable, additional, and enforceable. 5
(Health & Saf. Code, § 38562, subd. (d)(1)-(2).)
This white paper provides an overview of sector-based crediting, and more specifically,
what REDD is and how it is contemplated by the Cap-and-Trade Program. It highlights
why California, through ARB, has been interested in further exploring whether and how
jurisdictional REDD offset credits fit within the Cap-and-Trade Program, and what
California has done to date as part of this exploration. Next, it summarizes the
recommendations submitted to the Board by the REDD Offset Working Group, which
offer a policy and technical framework for ARB’s acceptance of jurisdictional REDD
programs. Finally, this white paper concludes with an overview of additional work that
will need to be completed before ARB staff could propose a specific sector-based
REDD program for Board consideration and a timeline for such work prior to returning
with recommendations for Board approval.
It is important to note that this white paper does not propose any particular regulatory
action at this time. Instead, ARB staff is seeking to document its work to date on sectorbased crediting, including jurisdictional REDD, and to elicit feedback from stakeholders
regarding necessary next steps toward a regulatory proposal. As will be explained
throughout this paper, the importance of tropical forests, and of reducing emissions from
deforestation and forest degradation in tropical countries, is a critical element for
tackling global climate change.
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II.

Overview of Sector-Based Crediting

Sector-based crediting, as defined above, is the preferred option over traditional projectbased crediting when considering international offsets for California’s Cap-and-Trade
Program. Sector-based crediting requires the establishment of a sector performance
standard (e.g., a target against which to measure GHG emission reductions or
enhanced GHG sequestration). Only once that sector performance standard is
achieved can any additional GHG reductions or enhanced sequestration activities be
eligible for offset credits. 6 In this international context, by engaging an entire sector to
make progress towards a performance standard for GHG reductions or enhanced
sequestration activities beyond what would otherwise have occurred, the overall GHG
emissions benefit is greater than if just one project were to take place in the sector and
receive offset credits for activities within its project boundary. In addition, addressing
emissions at the sector level within a jurisdiction may assist that jurisdiction in its overall
low-emissions development planning.
There are other important benefits to sector-based crediting, including the possibility
that action at the sector level may spur broader emissions reduction activity throughout
the jurisdiction. For instance, many countries have committed to Nationally Appropriate
Mitigation Actions (NAMAs) and Intended Nationally Determined Commitments (INDCs)
to reduce their GHGs within the United Nations Framework Convention on Climate
Change (UNFCCC). 7 If a country or a subnational jurisdiction within a country
implemented a sector-based offset program, the GHG mitigation activities and progress
towards meeting the sector performance standard could also be counted towards the
country’s NAMAs and INDCs. Specifically, the GHG reductions leading up to the sector
performance standard would be recognized through the international commitments, and
any additional sector program reductions, once the performance standard is achieved,
could be recognized under a market-based program as sector-based offset credits.
Under this type of program design, any reductions that account for progress towards
meeting the sector performance standard would not be eligible to receive offset credits
as those would not be additional. Only reductions that go beyond the sector
performance standard would be considered additional and eligible for offset credits.
An effective sector-based program must include a regulatory framework that results in
reductions across the entire sector and sets forth the rules for participating in the
program. This participation could include state-run initiatives, community-based efforts,
private actions, and combinations of these activities to meet and exceed the
performance standard. Reductions which occur after the performance standard is met
would be eligible for offset credits under ARB’s Cap-and-Trade Program. Reductions to
achieve the performance standard are sometimes called “own effort,” meaning that the
jurisdiction must show it has developed sufficient legal requirements and achieved
sufficient participation in its sector-based program to achieve the performance standard
prior to additional reductions being eligible for sector-based offset credits. This type of
design will help ensure that any sector-based offset credits meet the additionality
requirements of AB 32 and ARB’s Cap-and-Trade Program.
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The sector-based program would set legal requirements for meeting the performance
standard, and requirements for reductions beyond the performance standard, as well as
effective enforcement for actions which do not meet these legal requirements. Given
the need for regulatory design, implementation, and enforcement, and the requirement
that the performance standard be met prior to offset credits being issued, a successful
sector-based crediting program is best designed under the direction of a jurisdiction with
sector-wide regulatory authority over the GHG mitigation actions and entities within the
sector.
With this overview of sector-based crediting programs as contemplated by ARB’s Capand-Trade Program as a backdrop, the remainder of this white paper focuses on the
forestry sector, and specifically on jurisdictional, sector-based REDD programs.

III.

What is REDD?

REDD, which stands for “reducing emissions from deforestation and forest
degradation,” is a low-emissions development financing mechanism first contemplated
under the UNFCCC that would incentivize activities undertaken to reduce emissions in
the forestry sector in tropical developing countries from deforestation and forest
degradation. In its Fifth Assessment Report, the Intergovernmental Panel on Climate
Change (IPCC) estimated that greenhouse gas emissions stemming from the forestry
sector account for upwards of 12 percent of global GHG emissions from 2000 to 2009. 8
The IPCC’s Fourth Assessment Report indicated that emissions from the forestry sector
in 2004 alone were greater than the emissions from the entire global transportation
sector; and varying estimates place emissions solely from tropical deforestation and
forest degradation within a range of 11-14 percent. 9 There are numerous causes (or
drivers) of tropical deforestation and forest degradation, including commercial logging,
and clearing of forest for expanded cattle ranching and commercial agriculture,
including for commodities such as palm oil. 10 Between 2010 and 2015, despite some
successful efforts at reducing the global rate of deforestation, trends continued to show
losses of upwards of 6.6 million hectares per year, mainly from loss of natural forests in
the tropics. 11 Although it started at the international stage through the UNFCCC
process, REDD has more recently been the focus of subnational jurisdiction
collaboration.
a. From International to Subnational
The concept of REDD first arose as part of the UNFCCC negotiations in 2005 at the 11th
Conference of the Parties (COP) to the UNFCCC. 12 The concept gained broad support
because of a recognition of the need to expand country participation beyond Annex I
(i.e., developed) countries in order to achieve real climate change results. 13 At that
meeting, the Parties to the UNFCCC directed the Subsidiary Body for Scientific and
Technological Advice to work on scientific, technical, and methodological issues related
to designing REDD projects and programs. 14 Since 2005, Parties to the UNFCCC have
considered further decisions regarding the development and implementation of REDD
programs. For instance, in 2007, the Parties adopted the Bali Action Plan, which
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included “an action point aimed at reducing emissions from forests and called for a
decision to be made by the Parties…on how this would be brought about” in December
2009. 15 The Plan also encouraged consideration of “the role of conservation [and the]
sustainable management of forests and forest carbon stocks in developing countries.” 16
In 2008, the Subsidiary Body for Scientific and Technological Advice presented a report
identifying methodological issues associated with REDD at COP 14 in Poznán,
Poland. 17 Its report placed equal emphasis on conservation and sustainable
management of forests, and enhancement of forest carbon stocks, deforestation and
forest degradation. 18 In the nomenclature of the UNFCCC discussions, activities to
reduce emissions from deforestation and forest degradation have varied in scope as
follows: 1) activities to reduce emissions from deforestation (i.e., RED); 2) activities that
reduce emissions from deforestation and forest degradation (i.e., the second “D” in
REDD); and 3) activities which also include the role of conservation, sustainable
management of forests, and enhancement of forest carbon stocks (i.e., REDD+ or
REDD-plus). 19
In 2009, at COP 15 in Copenhagen, Denmark, Parties adopted the Copenhagen
Accord, which “recognized the crucial role of” REDD to reduce global climate change,
and developed countries committed to providing financial resources for mitigation
actions in developing countries. 20 The Accord requested “Parties to identify the drivers
of deforestation and forest degradation resulting in emissions[,] along with means to
address them,” and directed Parties to use the most recent IPCC guidelines to “estimate
and monitor forest-related greenhouse gas emissions and removals and changes in
forest cover.” 21 COP 15 also emphasized the need for methodological guidance,
guidance on potential work that may be needed to support these activities, support for
capacity-building and inclusion of local communities in monitoring and reporting, and
guidance for the establishment of forest reference emission and reference levels. 22
In 2010, at COP 16 in Cancun, Mexico, Parties reaffirmed their commitment to “slow,
halt, and reverse forest cover and carbon loss” in what came to be called the Cancun
Agreements. 23 Parties also established a phased approach for REDD-plus
implementation and agreed to support the inclusion of social and environmental
safeguards when undertaking REDD activities. 24 COP 16 also established the Green
Climate Fund as the “operating entity of the financial mechanism of the Convention,”
although Parties did not identify a specific funding mechanism for REDD-plus at that
time. 25 Parties pledged $100 billion per year to the fund, but it has yet to be fully
financed. 26
In 2011, at COP 17 in Durban, South Africa, Parties agreed in Decision 2/CP.17 that
multiple financing options for REDD-plus would be needed, and agreed that these
should include public, private, bilateral, multilateral, and market-based sources. 27
Decision 12/CP.17 continued the discussion on social and environmental safeguards,
including the kind of information to be reported to demonstrate how safeguards are
being “addressed and respected.” 28 Importantly, Decision 12/CP.17 also provided
guidance on establishing reference levels (i.e., forest stock baselines and emissions
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baselines) as a basis for a rigorous measurement, reporting, and verification scheme. 29
Parties decided that reference levels should be consistent with each country’s
greenhouse gas inventories, and should be guided by the most recent IPCC guidance
and guidelines to ensure that they are keeping up with any methodological
advancements. 30 This “Durban Platform,” as the agreements from COP 17 have come
to be called, also explicitly recognized a role for subnational efforts in developing REDD
programs. 31
Since the Durban Platform, the Subsidiary Body for Scientific and Technological Advice
has continued its consideration of measurement, reporting, and verification methods, as
well as safeguard issues. COP 18 included a request from the Parties that the
Subsidiary Body for Scientific and Technological Advice continue to consider
measurement, reporting, and verification methodological guidance and other technical
and policy approaches to REDD. 32 In November 2013, at COP 19 in Warsaw, Poland,
the Parties made progress on REDD by agreeing to enforce safeguards, and to lay the
groundwork for reporting, monitoring, and verifying emission reductions, as well as
agreeing on broad financing mechanism language and instituting national reference
levels and monitoring systems. 33 At COP 20 in Lima, Peru in 2014 numerous countries
with tropical forests submitted their deforestation reference levels to the UN. 34
Reference levels inform baseline emissions against which reductions in emissions can
be measured and potentially credited.
Finally, during the Subsidiary Body for Scientific and Technological Advice
Intersessional Meeting in Bonn, Germany in June 2015, negotiators agreed on draft
recommendations to resolve technical issues related to reporting of safeguards,
sustainable management, and non-carbon benefits of REDD. 35 These draft
recommendations will be presented for approval at COP 21 in Paris, France in 2015.
b. Jurisdictional vs. Project-level REDD
In addition to the different categories of activities that could comprise a UNFCCC REDD
mechanism, Parties to the negotiations also contemplated different levels at which
REDD activities might be undertaken and how incentives could be offered; specifically,
the negotiations looked to broader, jurisdictional versus project-based approaches. 36
As contemplated by the Cap-and-Trade Regulation, REDD would be conducted at the
subnational jurisdiction level as part of a sector-based crediting program, rather than at
a project level. 37 These subnational programs would have to fit within applicable
national legal structures, including under any submitted INDC. As explained in Section
II above, sector-based offset credits refers to a crediting mechanism across an entire
sector (i.e., the forest sector of a particular jurisdiction) based on the jurisdiction’s sector
inventory. This is different from the smaller-scale, project-based model in California’s
domestic offset program and from the model of many existing REDD projects. 38
Jurisdictional, sector-based REDD programs “are designed to operate across entire
nations, states, or provinces.” 39 The jurisdictional model defines performance targets
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across the entire jurisdiction for the two main types of activities causing emissions—
deforestation and forest degradation. 40 Under jurisdictional approaches to REDD, “the
state or province develops policies and frameworks to reduce emissions…across the
whole jurisdiction.” 41 Individual REDD projects could still occur within the jurisdiction’s
program, but would need to conform to these jurisdiction-wide performance targets and
be accounted for against the jurisdiction-wide inventory in order to receive offset
credits. 42 If ARB were to proceed with a sector-based REDD program, ARB staff would
have to propose specific regulatory provisions for Board approval to ensure any sectorbased REDD offset credits eligible to be used for compliance in California’s system
were of high quality, met the AB 32 requirements, and that the REDD jurisdiction
provided stringent oversight and enforcement of its program. Sections V through VIII
describe how ARB staff might go about developing such provisions.
The jurisdictional approach has advantages over project-level approaches in developing
countries. First, it has “the potential to generate emissions reductions at [a] much larger
scale and lower cost than the traditional project-based model.”43 In addition, the
jurisdictional approach involves a robust public process, incorporating “stakeholders
from the beginning in designing and building” the program. 44 And, because jurisdictionwide programs are administered by the subnational government, there are mechanisms
in place to provide for public accountability that may not exist at the project-based level
for some jurisdictions. The jurisdictional REDD approach offers other advantages, such
as guarding against risks of performance reversal and leakage at a broader scale.
Individual projects could be allowed, so long as they fit within the jurisdictional approach
so they can be absorbed into jurisdiction-level monitoring, measurement, verification,
and reporting. For instance, any increases in emissions in one location may be offset
by greater emission reductions elsewhere within the jurisdiction’s forest sector. 45
Jurisdictional approaches direct attention to large-scale changes, encouraging
jurisdictions to create policy models that address the underlying causes of deforestation
and land conversion, resulting in more protections against reversals in carbon stocks
and against shifting of forest loss in one region to another in the jurisdiction, while
ensuring permanent emission reductions.
Finally, many countries have established national targets for GHG emission reductions
under the international treaty regime described above. A sector-based approach
provides an opportunity for the GHG benefits gained from attaining the performance
target at the subnational level to also be counted towards meeting the international
target for the national government within which the subnational jurisdiction lies. This
opportunity could make it more likely for governments at the national level to support
subnational activities focused on REDD.
c. Ongoing REDD Efforts Still Needed
While international efforts described above have made considerable progress on
developing guidelines and lessons for the design of jurisdiction-wide REDD programs,
delivering on the financing aspect to REDD jurisdictions has continued to prove difficult.
Economic development in many jurisdictions is still dependent on activities which drive

White Paper

7

October 19, 2015

California Air Resources Board
deforestation, including commercial logging and commercial agriculture. 46 Many
individuals and groups are working to expand economic opportunities with lowemissions development mechanisms such as through REDD-based financing. To date,
this has been primarily in the voluntary carbon market or through overseas development
financing, rather than in a regulatory compliance market. 47 With respect to overseas
development financing, countries such as Norway, Germany, the United Kingdom, and
the United States, and multilateral funds such as the World Bank’s Forest Carbon
Partnership Facility, have provided several billion dollars of financing to assist in
developing capacity in REDD jurisdictions. 48 This is often termed “REDD readiness”
financing, which assists recipient jurisdictions in developing institutional capacity to
prepare for the initial stages of a jurisdictional program, such as forest inventories,
carbon stock baselines, and begin preparations for designing mechanisms to implement
programs to reduce emissions from deforestation.
All of these actions and investments have helped test best practices by the UNFCCC
and other organizations, but have not yet been sufficient to overcome the economic
hurdles to reduce drivers of deforestation to the extent necessary to curb emissions
from tropical deforestation and forest degradation. 49 Additional action by California at
the subnational level, as contemplated by California’s Cap-and-Trade Program, could
play a leadership role by recognizing and approving robust program standards that
other market programs could also take advantage of. This could increase opportunities
for REDD-related financing within regulatory compliance markets (e.g., through the sale
of sector-based REDD offset credits into California’s Cap-and-Trade Program or other
markets). While market mechanisms are an important tool to address deforestation,
additional initiatives will be needed to fully address the economic hurdles.

IV.

Why is California interested in REDD?

The acceptance of REDD offset credits into California’s Cap-and-Trade Program would
help in meeting the goals of AB 32 by reducing greenhouse gas emissions and by
lowering the cost of compliance for entities subject to the Cap-and-Trade Regulation.
AB 32 recognizes that climate change is a global problem requiring international
solutions and that California can be a leader in these efforts. AB 32 also stresses the
need for low-cost carbon reductions. (Health & Safety. Code, §§ 38501.) REDD offset
credits provide a cost-effective and innovative mechanism for covered entities to comply
with the Cap-and-Trade Program while engaging developing countries in low-carbon
growth. Furthermore, many co-benefits associated with REDD programs have the
potential to improve the lives of local populations. 50 This section of the white paper
highlights specific reasons why engaging with other jurisdictions developing robust lowemissions development plans, including sector-based REDD programs, is of importance
to California and California’s climate efforts.
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a. Reducing Emissions from Tropical Deforestation also Reduces Impacts
of Global Climate Change on California
Climate change is one of the most serious environmental threats facing the world today.
Global warming is already impacting the Western U.S., and particularly California, in
more severe ways than the rest of the country. 51 The 2010 Climate Action Team (CAT)
report concluded that climate change will affect virtually every sector of the state‘s
economy and most of California’s ecosystems. 52 Significant impacts will likely occur
even under moderate scenarios of increasing global GHG emissions and associated
climate change.
Compared to the rest of the country, California is particularly vulnerable to significant
resource and economic impacts from at least three effects of climate change.
A major vulnerability California faces is its reliance on the snowpack for water supply
and storage. This resource is predicted to decrease substantially in the 21st century,
and data suggests that decline has already begun. Researchers have found that lower
snowpack in mountains across the western United States could not be explained by
natural variability, and that it was consistent with a human-induced increase in the
average temperature. 53 The California Department of Water Resources projects a 2540% reduction in Sierra snowpack compared to the historical average by 2050. 54 This
does not mean less precipitation, but a change in the hydrological system. More rain
and less snow means state water managers will not be able to use current flood-control
measures and less water will be available during summer months, when demand is
highest. 55 This, in turn, will effect urban populations and agriculture production
dependent on this resource. According to estimates, roughly 40% of California’s
freshwater goes to agriculture, while the rest is split between urban and environmental
uses. 56 Cash farm receipts in California totaled $46.4 billion in 2013, according to the
California Department of Food and Agriculture. 57 A reduction in water supply would
likely reduce output from that important component of California’s economy and
negatively impact domestic food supply. 58
At the time of release of this white paper, California is in its fourth year of drought, which
is causing economic, environmental, and social impacts throughout the State. 59 The
drought has resulted in lower availability of surface water supplies, which increases the
amount of groundwater pumping in the State; and the drought has also resulted in lower
availability of hydroelectric power, which increases reliance on other types of power
(such as natural gas and renewable fuels) for water conveyance. 60 Both of these result
in higher GHG emissions associated with water use, as well as impacts to the State’s
fish and wildlife resources, further exacerbating climate change. Excessive pumping of
groundwater is resulting in the earth sinking in parts of the Central Valley. 61 Farmers
are leaving hundreds of thousands of acres unplanted, which means less food exports
and less in-state jobs. 62 And, for the first time in history, California regulators have
curtailed senior water rights holders. 63
Beyond the effect of global climate change on California’s water supply, a 2013 study
suggests that deforestation in the Amazon could have a direct effect on Sierra Nevada
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snowpack levels. As described in the Journal of Climate, researchers employed various
high resolution climate models to analyze how complete Amazonian deforestation would
change jet streams and weather patterns. They found that such deforestation would
“modif[y] the jet stream so as to divert storms away from the northwest United States,”64
as well as the Sierra Nevada. According to their models, complete deforestation of the
Amazon would result in a 50% reduction of California’s snowpack. 65 As a point of
reference, NASA found that tropical forests across the globe held about 271 billion tons
of carbon in the early 2000’s, with Brazil accounting for approximately 61 billion tons. 66
While complete deforestation is unlikely, the implication is that some deforestation could
result in some additional reduced snowpack, in addition to reduced snowpack due to
increased emissions. The presence of atmospheric rivers, bands of moisture that form
across the globe, has ended about a third or more of California’s droughts since the
middle of the last century. 67 Any disturbance in the jet stream impacts the location of
these atmospheric rivers and where they deliver rain and snow on land. These bands
of moisture are also responsible for carrying a vast amount of moisture from the tropics
to other regions. The moisture contained within these rivers results from
evapotranspiration from plant matter such as tropical forests. Deforestation reduces the
amount of evapotranspiration and the amount of water available to recharge the
atmospheric rivers. 68
Furthermore, studies suggest that without the Amazonian forests there are likely to be
more El Niño-like events. El Niño is the shorter term for the “El Niño-Southern
Oscillation” and refers to the situation where the eastern and central equatorial region of
the Pacific Ocean increases in temperature by a few degrees Celsius and there is a
see-saw shift in the surface air pressure between the eastern and western halves of the
Pacific. 69 In years that El Niño events have occurred, some regions in California have
experienced increased isolated flooding, abrupt and fast melting of the existing Sierra
snowpack, landslides, and coastal erosion. 70 Princeton researchers state, “[t]he big
point is that Amazon deforestation will not only affect the Amazon – it will not be
contained. It will hit the atmosphere and the atmosphere will carry those responses.”71
In addition, climate change is already affecting California’s ocean resources. Like the
atmosphere, the chemistry of the ocean appears to be changing as it absorbs more
carbon dioxide (CO2) from the air. The Monterey Bay Aquarium Research Institute
found that more CO2 absorption increases the acidity of the ocean water, and that
ocean water CO2 levels are increasing faster near the California coast than in the open
ocean. 72 Increased ocean acidification has been shown to reduce populations of shellforming animals like bivalves and plankton. 73 Recent years have seen the “near total
failure of developing oysters in both aquaculture facilities and natural ecosystems on the
West Coast.”74 Between 1951 and 1995, zooplankton – a pillar of the marine food web
– in California coastal waters declined by 80%. 75 While researchers caution that it is too
early to blame these population declines on ocean acidification, experiments suggest
that it is a factor. 76 Thus, climate change appears to already be affecting California’s
ocean economy, which one study suggests was worth $21.4 billion in direct market
value and provided 400,000 direct jobs in 2000. 77
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California coastal waters are not only experiencing a change in chemistry; they are also
rising. A 2013 Office of Environmental Health Hazard Assessment report on climate
change in California notes that “sea level is increasing almost everywhere in
California.” 78 While the report cautions that sea level variation is natural, the authors
indicate that climate change may accelerate the rate of change as glaciers and polar ice
sheets melt. This, in turn, could lead to flooding of coastal urban zones, erosion, and
the loss of infrastructure and natural resources. 79
Moreover, California‘s urban, suburban, and rural areas are highly impacted by wildfires
in ways most of the country does not face, and climate change will increase the
incidence and severity of wildfires and resulting adverse air quality and economic
impacts. Using CalFire research, the Office of Environmental Health Hazard
Assessment shows in their 2013 report that California’s fire season is arriving earlier
and ending later, in tandem with warmer temperatures, reduced snowpack, and other
climate change indicators. 80 Researchers sponsored by Cal/EPA and the California
Energy Commission suggest that fire risk will increase until about the middle of this
century, when dry conditions in Southern California will reduce the amount of fuel
available for large wildfires. At that point, the risk will be reduced in drought regions but
will be increased in more northern regions of California, which will become drier but
which will still have sufficient fuel for wildfires. 81 The Bureau of Land Management
estimated the cost of one wildfire in the Santa Ana watershed at $1.2 billion, not
including adverse health effects, destroyed ecosystem services, lost recreational
opportunities, and the loss of natural heritage. 82 An increased number of large fires
would thus mean a cost of many billions of dollars to the people of California.
According to President Obama’s Climate Action Plan, emissions associated with forest
loss, agricultural expansion, and other land-use change account for one third of global
carbon dioxide output. 83 The federal government, through the U.S. Agency for
International Development and initiatives such as the Tropical Forest Alliance 2020, is
partnering with countries to reduce emissions from land-use change, including forestry,
and to create new models for rural development. 84
Addressing deforestation means tackling a major cause of climate change on a global
scale and helping mitigate the specific risks to California. Jurisdictional REDD offset
credits represent an important incentive to assist jurisdictions in the implementation of
best-practice forest management and social safeguard policies to conserve tropical
forests. Moreover, and as will be described below, because they are low cost, such
offset credits would also offer significant cost containment opportunities for regulated
parties within California. 85
b. Cost-Effectiveness for Covered Entities
AB 32 requires that ARB adopt regulations which achieve “the maximum technologically
feasible and cost-effective greenhouse gas emission reductions.” Jurisdictional, sectorbased REDD offset credits meet this mandate by reducing emissions at low cost. In
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fact, researchers have estimated that through 2020, the per ton cost of forest emission
reductions like REDD would be about one-half the cost of projected carbon prices from
carbon projects in developed countries. 86 These cost-estimates include accounting for
opportunity costs, implementation costs, and transaction costs. 87 The low cost of
sector-based REDD offset credits stems from the low opportunity cost of reduced
deforestation; there is a relatively modest return on land use and forest products in
tropical regions. 88 Being low-cost does not imply low-quality emission reductions
however. Any jurisdictional REDD programs that California would engage with would
require rigorous measurement, monitoring, reporting, and verification systems to ensure
that sector-based REDD offset credits represent real emission reductions and that they
meet the offset criteria of AB 32. 89 The AB 32 criteria are discussed in further detail in
Section VI of this white paper.
The emission reductions associated with REDD programs are not only cost-effective
compared to other options for abating emissions 90 because of the low opportunity costs,
but also because of the flexibility it would give covered entities in the Cap-and-Trade
Program. California’s Cap-and-Trade Regulation only allows sector-based offset credits
to represent half of any entity’s 8 percent offset usage limit in the third compliance
period. (Cal. Code Regs., tit. 17, § 95854, subd. (c).) Nonetheless, a broader
compliance instrument market provides more options for lower cost compliance
instruments for California’s covered entities. More options mean that covered entities
have more emissions reduction opportunities, allowing them to determine the least-cost
compliance methods. Additionally, more compliance instrument types may increase
market liquidity, as trading for allowances and offsets would increase due to the price
difference. Liquidity also lowers transaction costs as buyers and sellers can find each
other more easily. Thus, the availability of stringent sector-based REDD offset credits
would increase the functioning of the market component of the Cap-and-Trade
Program, reinforcing the other cost benefits of such offsets.
c. Leadership
The environmental leadership role for California is well-recognized in academia, where
the term “the California effect” is used to refer to jurisdictions whose rigorous
environmental regulations and economic influence results in strengthened
environmental standards within economically integrated jurisdictions, such as other
states or nations. 91 Whether accepting sector-based REDD offset credits would result
in a “California effect” or not, it would demonstrate continued leadership in climate
change policy by creating a further incentive to overcome the economic barriers of
existing drivers of deforestation, as explained in Section III above. AB 32, which
recognizes California’s leadership role (see Health & Saf. Code, § 38501), heralded a
new effort on the part of California to combat climate change. Allowing sector-based
REDD offset credits from an approved jurisdictional REDD program that meets the
rigorous requirements of California’s Cap-and-Trade Program into the program would
complement this leadership position. By carefully enacting these policies, California
could set a high-standard precedent which other jurisdictions may follow as they pursue
climate change policies of their own.
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This leadership position would also allow California to help build a model for lowemission development that benefits communities. As described in Section II, if enacted,
California’s REDD policy would consist of a jurisdictional, sector-based approach,
meaning that the entire jurisdiction’s deforestation rate would come down, rather than
the rate on just one plot of land. As will be further discussed in paragraph d. below, and
in Section V, this method could help engender changes in the development model of the
jurisdiction; instead of relying on inefficient resource extraction to develop, local
communities would benefit from a knowledge transfer and other incentives allowing
them to produce more from already cleared or degraded land. This represents one of
the win-win aspects of REDD: the program improves the lives of rural communities by
incentivizing improved forest management, while offering low-cost emission reductions
to regulated parties. By reducing their rates of deforestation, jurisdictions in countries
such as Mexico and Brazil will be actively mitigating one of the main sources of carbon
emissions in the world 92 and improving management of one of the world’s most
important carbon sinks. 93 Working with a jurisdictional REDD program to accept sectorbased REDD offset credits would demonstrate California’s ongoing commitment to
engage with other governments in addressing climate change. 94
d. Additional Co-benefits
The monetary value of carbon sequestration is an important element to considering
jurisdictional REDD programs. The value of sector-based REDD offset credits does not
necessarily include externalities, however. A number of positive externalities, or cobenefits, can result from jurisdictional REDD programs.
While jurisdictional REDD programs would only credit for the programs’ carbon value,
co-benefits associated with avoided deforestation and improved forest management
include biodiversity preservation, watershed management, cultural heritage and local
livelihood benefits, and maintaining the conventional and beneficial albedo. Some have
called for co-benefit values to be monetized as well, which would consist of “stacked” or
“bundled” payments for various ecosystem services. 95 Accounting for all ecosystem
services would increase the value that forest-dwelling communities realize from
conserving tropical forests, and thereby increase their incentive to do so. While
“stacking” and “bundling” are not included in the jurisdictional REDD policy
contemplated by the Cap-and-Trade Regulation, the potential for these multiple,
important co-benefits further underscores the importance of tropical forests to local and
global populations.
One of the most valuable co-benefits is biodiversity preservation. Tropical forests
harbor a vast array of species. One study found that a REDD mechanism and the
resulting financial incentives could dwarf the effect of all conservation spending
worldwide, resulting in far fewer extinctions of forest-dwelling species. 96 Maintaining
this biodiversity is important for several reasons. First, one non-marketed resource
provided by biodiversity is ecosystem resiliency. By eliminating species, we increase an
ecosystem’s dependence on certain organisms and increase its susceptibility to
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disturbances. If drought or disease or other factors affect the remaining organisms, an
ecosystem has less ability to adapt (or respond or recover) because there are fewer
substitute organisms, and the severity of any impacts on the ecosystem are higher with
lower species diversity. 97 Such a scenario could lead to what is sometimes called
“ecosystem collapse.”98
Second, in addition to their importance for the ecological functioning of tropical
ecosystems, many species may also have value for medical research. The genetic
value of biodiversity represents a kind of bank of evolution, in which millions of years of
mutations are stored. Destroying the genes in this bank would deprive us of potentially
valuable genetic information. 99 Jurisdictional REDD programs may help conserve these
values as a byproduct of carbon sequestration.
Besides maintaining biodiversity, REDD provides tremendous co-benefits to local
ecosystem services. Forests play an important role in watershed management, for
example, helping to regulate flooding and drought. This can have important effects on
downstream human populations, who may depend on the watershed management
services. Indeed, hydrological services are “among the most valuable of the many
ecosystem services from forests” because water is so important to human
populations. 100
Valuable insights into livelihood impacts of avoided deforestation can be drawn from
existing avoided deforestation and payment for ecosystem services projects, including
some REDD projects. 101 Apart from job creation, 102 specific local livelihood impacts of
avoided deforestation projects can include sustained economic development and
additional sources of income through payments for conservation. 103 Though livelihood
impacts depend on the management scheme, studies show that programs similar to
REDD provide “tangible livelihood benefits” that outweigh the opportunity cost of
conducting resource extractive activities on the protected land. 104 Intangible benefits
are also generated, including the preservation of cultural identity. Forest-dependent
communities rely on primary forests for traditional foods, products, and as their
ancestral land. Thus, protecting these forests also means protecting forest-dependent
cultures. 105
Deforestation also affects climate change beyond the obvious carbon it causes to be
emitted. For example, reduced forest cover in tropical regions may also create a
negative feedback loop to climate change because of the albedo factor. The term
“albedo” refers to the amount of radiative heat reflected back into the atmosphere from
a surface. A higher albedo means more radiative heat is reflected back into the
atmosphere, thus causing more warming of the atmosphere. Deforested surfaces have
been shown to have a higher albedo than forested surfaces and thus reflect more
radiative heat into the atmosphere that is trapped by GHGs and contributes to global
warming. In contrast, reduced deforestation results in a lower albedo. In addition,
forest cover, particularly in tropical regions, also leads to cloud formation, and clouds
reflect more sunlight because of their white color, thereby reducing the warming
associated with solar radiation on tropical forests. The reflection of direct sunlight by
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clouds results in less heating of the surface and subsequently, less radiative heat
emitted back to the atmosphere. These clouds also result in precipitation, which allows
the humid conditions necessary for tropical forests to thrive. Deforestation can reverse
these effects, causing fewer clouds to form. This effect also reduces precipitation and
can lead to a more savannah-like vegetation cover. Thus, reducing deforestation and
forest degradation in tropical forests not only mitigates climate change through carbon
sequestration, but also through the feedback effects of reduced albedo and increased
cloud cover. 106
Finally, a jurisdictional REDD program, given its scope and focus on robust monitoring,
reporting, and verification at the jurisdiction scale, could also provide useful insights into
mechanisms to enhance sustainable supply chain efforts, including with respect to
certain types of commodities that have historically relied on increasing deforestation
(e.g., soy, cattle, palm oil, pulp and paper). 107 The jurisdictional framework to forest
management and low emissions development is already proving useful for commodity
companies seeking to eliminate deforestation from their supply chains and source
materials and products in a more sustainable way. 108 Continuing to explore
jurisdictional REDD programs may also provide useful lessons for increased
sustainability measures in other California initiatives.

V.

What has California done to date on REDD?

This section of the white paper summarizes the activities California has already
undertaken regarding REDD, including through the AB 32 Scoping Plan and the First
Update to the Scoping Plan, the development of the Cap-and-Trade Program, and in
interactions with other jurisdictions.
a. Scoping Plan and Update
As part of AB 32, ARB was required to develop and publish a plan that outlines the
approach which California will take to reduce greenhouse gas emissions. (Health &
Saf. Code, § 38561.) This document is called the Climate Change Scoping Plan, which
was first published in 2008. 109 Among other things, the initial Scoping Plan recognized
that mechanisms to incentivize forest carbon activities around the world will be crucial to
address climate change. 110 AB 32 also requires ARB to update the Scoping Plan at
least once every five years. (Id.) The first update to the Scoping Plan was published in
2014. 111 Like the previous iteration, this document outlines California’s plan to reduce
emissions over the next five years. California’s participation in the Governors’ Climate
and Forests Task Force (GCF) and the release of the REDD Offset Working Group’s
recommendations are highlighted in the Scoping Plan Update. 112 The Plan notes that
by continuing to engage with other jurisdictions on sector-based offsets, California
demonstrates its commitment to climate leadership and innovation.
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b. Actions During Cap-and-Trade Development
Recognizing the need for action on reducing emissions from deforestation and forest
degradation in developing countries as a means to reduce global GHG emissions, ARB
indicated early in the development process of the Cap-and-Trade Regulation that REDD
was an area California was interested in further exploring. For instance, ARB released
a Preliminary Draft Regulation (PDR) in 2009, which included a conceptual framework
for sector-based crediting programs, including REDD. 113 This framework was partially
informed by ARB’s engagement in the GCF, which is described further below.
Following the release of the PDR, ARB held a workshop in July 2010 to solicit public
comments regarding some of the technical considerations first mentioned in the PDR,
including reporting and verification, baselines, and sector performance targets. 114
Based on this initial work, ARB included a regulatory signal within its Cap-and-Trade
Regulation to demonstrate California’s ongoing commitment to better understanding
REDD. Specifically, the Regulation includes sector-based crediting provisions, which
are found under California Code of Regulations, title 17, sections 95991-95995. Under
these provisions, ARB has the option of approving (through additional rulemaking) a
“sector-based crediting program,” which is defined as “a GHG emissions-reduction
crediting mechanism established by a country, region, or subnational jurisdiction in a
developing country and covering a particular economic sector within that jurisdiction.”
(Cal. Code Regs., tit. 17, § 95802, subd. (a).) The program’s performance would have
to be “based on achievement toward an emissions-reduction target for the particular
sector within the boundary of the jurisdiction.” (Id.) For sector-based crediting, as
opposed to other compliance offset credits, ARB would be considering, through
additional rulemaking, the approval of jurisdiction-wide programs (i.e., at a subnational
level). This jurisdictional approach differs from ARB’s domestic compliance offset
protocols, which are based on setting performance standards that individual projects
must meet. 115
In the development of the Cap-and-Trade Regulation, ARB stated in its Staff Report:
Initial Statement of Reasons, that it was proposing to include REDD as the first sector
for consideration because of “the important role that forests play in climate change in
terms of sequestering carbon and, in particular, the role that tropical forests play in
directly affecting the climate.” 116 (See Cal. Code Regs., tit. 17, § 95993, subd. (a).) In
making this decision, ARB staff relied on the IPCC finding that “reduced deforestation
and degradation is the forest mitigation option with the largest and most immediate
carbon stock impact in the short term per hectare and per year globally.” 117 Thus, ARB
found that for “California’s cap-and-trade program, sector-based credits from avoided
deforestation are a potentially promising opportunity for covered entities to reduce
compliance costs while ensuring net reduction of GHG emissions to the atmosphere.”118
However, given the complex scientific, technical, legal, and policy discussions, which
are still ongoing at the international level, ARB has moved forward carefully with the
goal of establishing a REDD model for subnational programs that is of high quality and
replicable. 119
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The sector-based crediting framework within the Cap-and-Trade Regulation would
require any jurisdictional REDD program to fulfill several requirements, including the
need for a sector plan; a transparent system that monitors, reports, verifies, and
provides for enforcement; a transparent system for ensuring sector-level performance; a
public participation and consultation requirement; and the ability to ensure that any
sector-based REDD offset credits meet the six AB 32 criteria mentioned above. 120 (Cal.
Code Regs., tit. 17, § 95994.) Moreover, sector-based offset credits would be subject to
quantitative usage limits such that they could only be used for up to two percent (2%) of
an entity’s compliance obligation in the first two compliance periods, and up to four
percent (4%) in the third. (Cal. Code Regs., tit. 17, § 95995.) It should be noted that
because ARB staff is not proposing any regulatory amendment related to REDD or any
other sector at this time, no sector-based crediting will be eligible in the first or second
compliance periods.
c. ARB’s Consultation with Other Jurisdictions and the Federal
Government
In line with the AB 32 statutory directive to consult with other jurisdictions, and with the
regulatory framework for sector-based crediting programs described above, ARB staff
has been engaging with the U.S. federal government and state and provincial partners
in several different REDD-related initiatives. This engagement has included a continued
assessment of how REDD could be fully included in the Cap-and-Trade Program
through a future rulemaking action.
i. Governors’ Climate and Forests Task Force
Since 2008, California has been involved in a collaborative group of states and
provinces called the Governors’ Climate and Forests Task Force (GCF). California has
signed several non-binding Memoranda of Understanding (MOU) related to REDD with
other subnational jurisdictions, including separate MOUs between California, Illinois,
and Wisconsin of the United States on the one hand, and the Indonesian States of Aceh
and Papua, and the Brazilian States of Acre, Amapá, Mato Grosso, and Pará on the
other. 121 These MOUs were structured to promote cooperation between the
jurisdictions and to focus on information, capacity, and knowledge exchange related to
REDD, specifically, and the forest sector, generally.
As it stands currently, the GCF is comprised of 29 different subnational jurisdictions,
including states and provinces from Brazil, Indonesia, Ivory Coast, Mexico, Nigeria,
Peru, Spain, and the U.S. 122 These jurisdictions are included in the GCF because
collectively, they are home to over 25 percent of the world’s tropical forests, and
reducing emissions from deforestation and forest degradation in any one of these
jurisdictions will result in significant climate benefits, as described in Section IV
above. 123 In addition, each jurisdiction has enacted or is in the process of enacting
specific legal structures to improve the management of its forests, as they relate to
climate change, and has agreed to share information about its experience with the
broader GCF group. For instance, the Indonesian provinces are implementing a federal
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moratorium on the logging of primary forests. 124 In Brazil, the states of Acre,
Amazonas, and Mato Grosso are developing broader statutes for low emissions
development and ecosystem services, including those related to REDD. 125 All of the
GCF jurisdictions are working with communities living in and around the forests to
assess the status of the forests and the needs of the communities. 126
Topics which have been discussed and considered by the GCF members include the
following technical considerations:
• How jurisdictions set jurisdiction-wide reference levels (i.e., forest carbon stock
baselines);
• Different mechanisms for determining crediting baselines;
• Assessing tools for the accounting of carbon stocks and emission reductions
through monitoring, measuring, reporting, and third-party verification;
• Different mechanisms for tracking those stocks and reductions over time,
including how to demonstrate that a reversal in emissions reduction or
sequestration progress has occurred;
• Options for accounting for such reversals;
• How local community and environmental co-benefits can be ensured;
• How jurisdictions can ensure the reductions are permanent and enforceable; and
• Gaining a better understanding of each jurisdiction’s legal structure and how it fits
within the broader national legal system for each jurisdiction. 127
These topics are similar to those considered under ARB’s domestic U.S. Forest Projects
Compliance Offset Protocol, as well as in ARB’s early development of the Cap-andTrade Regulation and in discussions occurring pursuant to the UNFCCC as described in
Section III of this white paper. Lessons learned through these discussions will likely
also provide useful information for collaborative efforts beyond the REDD context.
Pursuant to the GCF MOUs, a Secretariat was approved to help facilitate annual
meetings, commission studies, and work with funding sources to support these efforts.
The GCF Secretariat is incorporated as a 501(c)(3) non-profit entity and has received
funding from the Gordon and Betty Moore Foundation, Climateworks, and the David and
Lucile Packard Foundation, as well as grants from the U.S. Department of State. 128 As
stated above, the goals of the GCF are to share experiences and best practices, build
capacity, and develop recommendations for ways to integrate REDD and other forest
carbon activities into emerging greenhouse gas compliance systems. The GCF annual
meetings provide important opportunities for exchanges between California and the
GCF’s tropical forest members, who are building jurisdiction-level REDD and low
emission sustainable development programs and developing ways to link these
programs with emerging greenhouse gas compliance systems and other market and
non-market opportunities around the world. California, through the California
Environmental Protection Agency and ARB, has participated in every annual meeting of
the GCF since its inception.
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California’s engagement with the GCF has also included joining the Rio Branco
Declaration, which is a GCF-initiated declaration developed in Rio Branco, Acre at the
2014 GCF Annual Meeting to signal a commitment by signatories to help achieve an 80
percent reduction in tropical deforestation if sufficient financial assistance is made
available. 129 ARB’s Chair Mary Nichols signed the Declaration on behalf of California
on April 1, 2015. 130 Preliminary research indicates an enormous potential for emission
reductions if the Rio Branco Declaration were to be fully implemented. 131 ARB also
participated in the 2015 GCF Annual Meeting in Barcelona, which saw increased
participation of indigenous peoples organizations as well as a nearly $25 million
contribution from the Government of Norway to the Governors’ Climate and Forests
Fund. 132 This fund is designed to assist GCF member jurisdictions access international
climate financing to support the implementation of the Rio Branco Declaration. 133
ii. REDD Offset Working Group
In addition to the GCF, California was involved in a smaller collaborative group called
the REDD Offset Working Group. This group arose out of a 2010 MOU on
Environmental Cooperation between the State of Acre of the Federative Republic of
Brazil, the State of Chiapas of the United Mexican States, and the State of California. 134
Like California, Acre and Chiapas are members of the GCF, and they have been
implementing innovative strategies to address climate change. As previously
mentioned, Acre has begun implementing a program which incentivizes environmental
protection and reduced emissions through financial and other incentives for ecosystem
services. Chiapas continues to work to implement its climate change action program,
and develop regulations to implement a 2010 Law for Climate Change Adaptation and
Mitigation, which includes important REDD-related efforts and other elements for the
state’s climate strategy. 135 Chiapas remains committed to jurisdictional REDD and to
further develop an overall REDD strategy which incorporates broader social
participation in the planning and execution of such a strategy. 136
The focus of the REDD Offset Working Group was to develop cooperation and “state to
state sectoral REDD linkage recommendations,” taking into account “the legal, technical
and economic considerations in developing [REDD] sector-based credits.” 137 The
REDD Offset Working Group, in which California, Chiapas, and Acre participated as
observers, was made up of technical experts on topics ranging from aerial mapping to
on-the-ground forest management and from local community engagement to market
design. These experts worked for nearly two years on developing a set of
recommendations to present to ARB and its counterparts in Chiapas and Acre regarding
how the states could integregrate REDD into their climate programs. The final
recommmendations were submitted to ARB on July 18, 2013. Those recommendations
are analyzed in Section VI of this white paper and are included as Appendix A. It is
important to note that the focus of the REDD Offset Working Group was narrower than
that of the GCF, because it assessed the technical design and implementation nuances
of the programs in Acre, California, and Chiapas.
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Through the REDD Offset Working Group, ARB gained insight into the REDD initiatives
being developed in Acre and Chiapas, and California was able to enhance its
relationship with both of these jurisdictions. Each jurisdiction has a better
understanding of how regulations are drafted and adopted in the other jurisdictions, as
well as the public process and length of time it takes to approve a regulation.
One significant example of information which ARB learned through observing the REDD
Offset Working Group relates to advancements in REDD accounting – highly advanced
Light Detection and Ranging (LiDAR) and Synthetic Aperture Radar (SAR) mapping. 138
These mapping tools, in conjunction with on-the-ground field inventory plots and
satellite imagery, are crucial to developing baseline maps and periodically-updated
carbon stock maps for entire jurisdictions. These tools may help improve accuracy in
monitoring, measuring, and verifying forest activities, while decreasing cost for those
jurisdictions. 139 These maps could also be key tools to ensure compliance. Some of
these same technologies are now also being used in California in relation to the ongoing
drought. 140 Sample carbon density maps provided by the Earth Innovation Institute
(formerly Amazon Environmental Research Institute)141 are attached to this white paper.
Appendix B shows jurisdiction-wide carbon density for Acre. Appendix C shows
jurisdiction-wide carbon density for Chiapas.
Through the REDD Offset Working Group, ARB also increased its understanding of
various stakeholder concerns regarding environmental and social standards related to
REDD. Many of those concerns were directed to the technical experts in the
development of the recommendations described further in Section VI of this white
paper.
iii. ARB’s Consultation with the U.S. Federal Government
Throughout its engagement with the GCF and the REDD Offset Working Group, ARB
has coordinated with the U.S. Department of State on issues related to REDD. The
U.S. Department of State has welcomed ARB’s engagement with subnational
jurisdictions on REDD and has helped facilitate discussions with national governments,
including those of Brazil and Mexico, upon request. 142 ARB expects that this
collaboration with the U.S. Department of State will continue. The U.S. Department of
State kept ARB up-to-date on federal positions relating to the UNFCCC REDD+
negotiations and they will continue to coordinate on relevant topics going forward, as
appropriate, to facilitate a shared understanding of relevant technical and policy issues
related to REDD.
ARB has also had more limited discussions with representatives from the United States
Agency for International Development (USAID) regarding REDD+ initiatives undertaken
by USAID. Based on these interactions, ARB believes that the ongoing consultations
with the U.S. Department of State and USAID will continue to be mutually beneficial to
both California and the U.S. federal government.
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iv. Other Efforts
California and Mexico committed to working together on climate change and other
environmental issues last year, when Governor Brown and Mexican officials signed a
Memorandum of Understanding to Enhance Cooperation on Climate Change and the
Environment. 143 This agreement catalyzed a series of meetings about how California
and Mexico can cooperate to reduce emissions. Working groups composed of Mexican
and Californian representatives now have regular calls to exchange information on
efforts related to greenhouse gas inventories, carbon pricing, clean vehicles, wildfires,
and air quality. Within the climate change workgroup, one of the stated goals is to
collaborate on REDD, “with a view to incentivizing forest carbon approaches.” 144
While working with Mexico remains a priority, California has also developed
relationships with other countries and subnational jurisdictions around the world. The
governments of Peru and California agreed, in the context of a Memorandum of
Understanding, to cooperate to address climate change. 145 The country of Norway has
engaged with California regarding Norway’s experience in the deforestation arena. In
addition, in a broad statement of support for including forests as a tool for addressing
climate change, 130 governments and other groups, including California and many
fellow GCF members, signed the United Nation’s New York Declaration on Forests last
year. 146
Many of ARB’s efforts described in this white paper were also discussed in an
informational update to the Board on ARB’s overall offsets program during the July 24,
2014 Board hearing. A copy of the presentation provided to the Board is available here:
http://www.arb.ca.gov/board/books/2014/072414/14-6-6pres.pdf.
d. California Universities Research on REDD
In addition to California state government engagement on REDD, many California
universities are also studying various aspects of forest conservation, financing
mechanisms, and REDD programs. The following is a representative, but nonexhaustive, list of several programs underway at various universities:
•

Stanford University. The Carnegie Institution for Science’s Department of Global
Ecology, located on the campus of Stanford University, has been developing
cutting edge monitoring techniques to measure and map tropical deforestation
and forest degradation across entire jurisdictions, including through the Carnegie
Airborne Laboratory’s laser-guided imaging spectroscopy. The Institution also
now offers a free online course to “assist governments, nongovernmental
organizations, and academic institutions with high-resolution mapping and
monitoring of forests with satellite imagery.” 147

•

UC Santa Barbara. The Bren School of Environmental Science & Management
at UC Santa Barbara completed a project analyzing U.S.-based funding streams
of REDD+ projects in developing countries. The project concluded that REDD+
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can “address drivers of deforestation by integration of finance with food security
aid,” that the U.S. should increase funding for capacity development and carbon
monitoring and mapping, and that “U.S. government agencies reporting on
REDD+ expenditures should increase transparency by reporting about finance
and impacts more clearly and in greater detail.” 148
•

UCLA. The Center for Tropical Research at UCLA is partnering with
Cameroonian universities to develop a REDD project to improve forest
management and provide financing to help protect the Dja Reserve in Cameroon,
thereby protecting gorillas, chimpanzees, forest elephants, and other endangered
species in Central Africa. 149 Legal researchers from UCLA Law School’s Emmett
Institute on Climate Change and the Environment also prepared a report on
behalf of the Center for Global Development entitled The California REDD+
Experience: The Ongoing Political History of California’s Initiative to Include
Jurisdictional REDD+ Offsets within its Cap-and-Trade System. 150 The report
reviews the history of California’s engagement on REDD and highlights
challenges and opportunities to including sector-based, jurisdictional REDD in
California’s Cap-and-Trade Program.

•

UC San Diego. Partnering with the Tropical Forest Group and the World Wildlife
Fund, UC San Diego is offering a Specialized Certificate in Terrestrial Carbon
Accounting that will help train professionals from around the world who work on
REDD and other climate initiatives. 151

•

UC Davis. Partnering with the U.S. Forest Service’s International Program, UC
Davis hosts an annual International Seminar on Climate Change and Natural
Resources Management, which discusses carbon markets and sector-based
REDD offset credits, among many other topics. 152

Universities outside of California have also been active in studying tropical forests as
they relate to climate change generally, as well as with respect to REDD specifically.
For instance, the GCF Secretariat is based at the University of Colorado Law School. In
addition, Michigan State University’s (MSU) Global Observatory for Ecosystem Services
operates a “Carbon2Markets” program aimed at establishing systems and tools to
support measurement, reporting, and verification for REDD and for carbon
sequestration projects that focus on reforestation and agroforestry. 153 MSU is already
working with the GCF in Indonesia to improve monitoring, reporting, and verification at
the provincial level. 154 Furthermore, the University of Maryland’s Department of
Geographical Sciences has been developing global forest mapping tools in coordination
with the Woods Hole Research Center and the State University of New York’s College
of Environmental Science and Forestry. 155
This academic engagement demonstrates the scientific and policy interest in California
for understanding and developing robust REDD programs, and it also highlights the fact
that California students and faculty are helping lead the way in creating tools and
analyses that are crucial for the implementation of these programs.
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VI.

Overview of REDD Offset Working Group Recommendations

Section V explained that the REDD Offset Working Group arose out of a 2010 MOU
between California, Chiapas, and Acre. The purpose of the REDD Offset Working
Group was to develop recommendations designed to answer the following questions to
help inform the three MOU member states on the design of potential jurisdictional
REDD programs:
1. What legal and institutional mechanisms are required to enable California to
recognize international REDD-based emission offsets for compliance purposes;
2. What are the key policy considerations a sectoral REDD program should address
to achieve the level of performance needed for California to recognize the REDDbased offsets for compliance purposes; and
3. What should be the bases for judging the performance of the states in reducing
carbon removals from forests? 156
After much stakeholder input, deliberation, and research, the REDD Offset Working
Group presented a final set of recommendations to California, Chiapas, and Acre which
attempts to answer these three questions. These recommendations are the result of a
multi-year process involving a group of experts who examined the legal, policy, and
technical elements of jurisdictional, sector-based REDD programs. (The
recommendations focus on broader REDD+ activities, in order to address the same
issues under negotiation in the UNFCCC process described above in Section III; and
therefore refer to this as REDD+, rather than REDD.) The development of these
recommendations began in 2011 with presentations regarding the REDD Offset
Working Group’s activities and goals. Participants then published draft
recommendations in early 2013. Finally, after holding multiple public workshops in
2013, the REDD Offset Working Group incorporated public comments into their
recommendations and produced a final report entitled “California, Acre and Chiapas –
Partnering to Reduce Emissions from Tropical Deforestation: Recommendations to
Conserve Tropical Rainforests, Protect Local Communities and Reduce State-Wide
Greenhouse Gas Emissions.” 157
The REDD Offset Working Group recommendations provide a good starting point for
ARB staff’s evaluation of how REDD programs could be integrated into California’s Capand-Trade Program. However, before ARB can proceed toward considering adoption of
a specific jurisdictional REDD program in a formal rulemaking action, ARB will require
further stakeholder engagement and policy development. Starting with this white paper
and the October 28, 2015 workshop, ARB is soliciting input from interested stakeholders
on these recommendations. The overview of these recommendations included below
does not necessarily indicate ARB staff’s concurrence with any specific
recommendation, and should be read in conjunction with ARB staff’s assessment of
where additional work is needed and what proposed next steps would be as outlined in
Sections VII and VIII of this white paper. The final REDD Offset Working Group
recommendations are summarized below.
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a. California Compliance-Grade REDD Program Design Options
i. What credits should California recognize?
One of the first questions in designing a jurisdictional REDD program is: what is being
measured? Which forest carbon emissions shall be counted? How should carbon
uptake from forest growth be accounted for? These questions are complicated by the
diverse carbon pools within tropical forests, such as above-ground biomass (i.e., tree
trunks, etc.) versus below-ground carbon pools (i.e., roots and soil carbon). Whatever
the forest circumstance, the REDD Offset Working Group experts widely agreed that
REDD programs should have the ability to include all measurable and verifiable
emission reductions. 158
The first step towards this greater inclusion is for partner jurisdictions to collect accurate
forest carbon stock data. The experts recommend that California focus initially on only
accepting compliance-grade credits derived from programs designed to reduce
emissions from deforestation and forest degradation, rather than also including carbon
stock enhancement (i.e., conservation, sustainable management of forests, and
enhancement of forest carbon stocks activities that make up the “plus” in REDD+). This
approach allows partner jurisdictions to receive credit for reductions from deforestation
and degradation, which are technically simpler to measure, account for, and verify.
While REDD+ would include carbon stock enhancement from practices like
reforestation, the recommendations indicate that starting with REDD+ might be too
complicated at the outset of the program. That said, the experts noted that partner
jurisdictions could at least measure the changes in carbon stock from forest
enhancement so that California would have the option to credit the carbon sequestration
if the methodology is proven to be robust. ARB’s U.S. Forest Projects Compliance
Offset Protocol includes crediting for enhanced carbon sequestration, through
reforestation and improved forest management, and avoided conversion. The REDD
Offset Working Group recommendation to initially focus on reduced emissions is
therefore aligned with an existing project type in the California compliance offset
program.
ii. Additionality
Another fundamental element which is required by AB 32 is that credits used to satisfy a
compliance obligation under the Cap-and-Trade Program must be “additional.” As
such, the REDD Offset Working Group experts recognized that additionality is a
precondition for the creation of sector-based REDD offset credits. This means that a
jurisdictional program must show that real, measurable, and long-term emission
reductions would occur in addition to what would be Business-As-Usual (BAU)
reductions. 159 In other words, the emission reductions must be greater than what would
have happened in the absence of a REDD program. To understand the BAU scenario,
the REDD Offset Working Group recommends establishing a reference level
(essentially a sector-wide forest inventory baseline) from the 10-year historic average
emissions due to deforestation. 160 For example, a jurisdiction could have a 10-year
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average of 100 tons of GHG emissions (i.e., carbon dioxide equivalent (CO2e)) per
year, making the reference level 100 tons per year. The REDD Offset Working Group
also recommends establishing a crediting baseline below the reference level to ensure
that partner jurisdictions demonstrate their own efforts at reducing emissions. 161 This
might mean, for example, that emissions have to drop below 95 tons per year before
offset credits could be created (meaning crediting would not occur for those first 5 tons
of “own effort,” but could occur for reduced emissions below 95 tons).
Finally, the REDD Offset Working Group allows for the possibility of reference level
adjustments if there is a valid reason, such as a new road being built which could
increase annual emissions. 162 Any such changes to reference levels and their potential
impacts to annual emissions could be addressed through adjustments to the
performance target for the sector. With an accurate reference level and potential
adjustments, the REDD Offset Working Group believes that sector-based REDD offset
credits would meet the additionality test. California already uses a “performance test” to
determine additionality in its approved, domestic Compliance Offset Protocols. The
REDD Offset Working Group recommendation to establish a reference level that is
below historic emissions and then a crediting baseline below the reference level fits
within the existing ARB policy for how to determine additionality. ARB staff notes that
additional work would be needed to set an appropriate crediting baseline relative to the
reference level and that this work might depend on specific jurisdictional circumstances.
iii. Crediting Pathway
Another issue in terms of the architecture of a jurisdictional REDD program is the
crediting pathway. This refers to who issues credits and who receives them. In
California’s Cap-and-Trade Program, offset credits are issued by ARB to offset project
operators or other parties. The REDD Offset Working Group recommends that partner
jurisdictions issue the REDD offset credits, which California could then recognize as
compliance-grade credits. 163 Partner jurisdictions could decide whether individual,
“nested” projects are eligible or whether only jurisdiction scale reductions would be
credited. If these nested projects are credited, the partner jurisdiction would need to
provide specifics as to how the individual project affects the jurisdiction-wide emissions
level. With respect to international sector-based crediting, since ARB is only interested
in jurisdictional programs, ensuring the involvement of a partner jurisdiction aligns well
with the recommendation provided by the REDD Offset Working Group.
iv. Jurisdictional Registry
With credits being issued and received, and bought and sold, a registry is necessary to
keep track of credit ownership. California’s program utilizes the Compliance Instrument
Tracking System Service (CITSS) for this function. The REDD Offset Working Group
recommends that partner jurisdictions maintain their own jurisdiction-specific registry,
especially because they have the authority to validate the data therein. 164 Per the
recommendations, this data should be comprehensive, including REDD policies in the
jurisdiction as well as nested project information. Registries should be compatible with
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national government registries, in case the REDD program expands to the nationallevel. If a third-party is administering the registry, then the partner jurisdiction should set
the rules and procedures for the system. Finally, the REDD Offset Working Group
recommends that California work with the partner jurisdiction to codify these rules and
procedures to ensure the integrity of the registry. 165
b. Risks
i. Leakage
As explained in Section III of this white paper, one of the benefits of a jurisdictional
REDD program is that it reduces the risk of leakage which might occur in a project-only
scenario. Leakage is defined as an increase in emissions outside of the area of
emissions reduction implementation, as a result of that implementation. While the risk
is lower for programs designed at larger geographic scales, one of the challenges with
jurisdictional REDD is the potential for leakage outside of that jurisdiction. This can
occur when a jurisdictional REDD program lowers resource extraction or agricultural
output in that jurisdiction, without slowing demand or increasing production in another
jurisdiction. Market demand may simply shift deforestation to another jurisdiction
without a REDD program, resulting in fewer net emission reductions overall, and
affecting the ability of the program to be considered additional.
To mitigate jurisdictional leakage risk, the REDD Offset Working Group offers three
recommendations. First, lowered emissions from nested projects should be compared
against the jurisdiction’s reference level. As stated previously, a jurisdictional REDD
design offers some protection against leakage because it spreads the risk across a
larger geographic area. Analogous to a diversified investment portfolio, one nested
project may result in leakage and hence fewer net emission reductions, but the
jurisdiction as a whole may still perform well. The second recommendation addresses
interstate or international leakage caused by decreased production of a good for which
demand remains constant, such as wood. To reduce this risk, partner jurisdictions
could increase production of the good on already-harvested land within that jurisdiction.
Continuing with the example of wood products, this could mean implementing a
sustainable forest management program that increases timber yields, while instituting
policies and activities elsewhere to still result in net emission reductions across the
entire jurisdiction. The third recommendation is to accurately measure or estimate
interstate or international leakage and to account for that within the jurisdiction’s
program, ensuring that only real, additional emission reductions are credited. 166 ARB’s
U.S. Forest Projects Compliance Offset Protocol already employs a form of the third
recommendation.
ii. Reversals
Similar to ARB’s U.S. Forest Projects Compliance Offset Protocol, the risk of reversal
represents another potential threat to the integrity of a REDD program. If a fire or landuse change reverses the emission reductions generated by a partner jurisdiction, then
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the emission reductions are no longer real. Much like the intrastate leakage risk, the
jurisdictional REDD design reduces this risk because it diversifies the origin of emission
reductions compared to project-level REDD systems. Besides the fundamental design
of the program, the REDD Offset Working Group recommends that California work with
partner jurisdictions to develop other reversal-risk mitigation mechanisms, such as a
buffer pool or insurance products to compensate for emissions above the reference
level. 167 Per the recommendations, these reversals should be accounted for by partner
jurisdictions. However, the REDD Offset Working Group also recommends that
California not penalize partner jurisdictions for natural disturbances (such as wildfires,
pest infestations, disease, and windstorms) if they would have happened even in the
absence of a REDD program. These natural disturbances would be considered part of
the baseline emissions, rather than an emissions reduction reversal. 168
iii. Double Counting
Double counting of emission reductions can also threaten the integrity of a jurisdictional
REDD program. This would occur if California credited emission reductions from a
partner jurisdiction and the reductions were also credited by another entity within the
same accounting system. One ton of CO2e reduced can only be counted once to be
real. To diminish the possibility of double counting, the REDD Offset Working Group
recommends establishing clear laws regarding who owns REDD emission reductions. 169
Furthermore, if a national REDD program is envisioned, the REDD Offset Working
Group recommends that the national government publicly acknowledge the subnational
program so as to avoid double counting on that front. 170 Finally, the group recommends
that robust accounting frameworks incorporating nested projects be created so as to
differentiate between credits awarded to jurisdiction-level emission reductions and those
awarded to the project-level reductions. 171 ARB staff notes that the California program
employs maximum transparency in the documentation and public accessibility of all
projects that are issued offset credits. Full transparency by any offset program can help
mitigate the risk that a project will be recognized and credited more than once for the
same emission reductions or enhanced carbon storage.
iv. Mitigating Risk through Measurement, Monitoring, Reporting, and
Verification
California’s Cap-and-Trade Program requires the use of stringent measurement,
monitoring, reporting, and verification systems for its offset program and for its GHG
reporting program. These systems help safeguard against reversals and leakage.
These systems essentially represent the auditing of a jurisdiction’s greenhouse gas
emissions and emission reductions from deforestation, allowing them to be credited for
reductions where they are due. However, the content, uncertainty level, and
measurement, monitoring, reporting, and verification standards can affect the legitimacy
of a REDD program and how many emission reductions are real, additional, verifiable,
and quantifiable. To deal with the uncertainty of precisely measuring emission
reductions over a state, the REDD Offset Working Group recommends that California
establish a sliding scale discount by which fewer reductions would be credited as the
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uncertainty level of the measurements increases. 172 The REDD Offset Working Group
also recommends that the measurement, monitoring, reporting, and verification process
should be transparent with an independent third-party verifying the methodology of the
process.
c. Social Safeguards
There is widespread agreement amongst experts that in order to work, REDD programs
must employ robust social safeguards. As the REDD Offset Working Group report
points out, “implementing high-quality safeguards is one of the most cost-effective
investments governments can make in ensuring permanence and additionality of
reductions.” 173 Several issues arise relative to safeguards, including: who develops the
safeguards, how do they develop them, and how are they monitored and enforced?
These questions are especially pertinent for ARB, because California can play a leading
role in the formation of a broader REDD program outside of the California Cap-andTrade Program. The REDD Offset Working Group makes numerous recommendations
regarding how California and partner jurisdictions could work together to protect the
rights of local people and the local environment.
First, the REDD Offset Working Group recommends that California should only accept
REDD credits from and approve a REDD program with partner jurisdictions which have
demonstrated safeguards consistent with United Nations standards and other
standards, such as the REDD+ Social & Environmental Standards (SES). 174
Additionally, the REDD Offset Working Group recommends that California should
ensure that the safeguards are monitored and the reporting mechanisms are
transparent to stakeholders in all jurisdictions. The REDD Offset Working Group
recommends that partner jurisdictions define their own performance indicators by
applying the REDD+ SES. 175 This includes robust consultation and inclusion of local
communities in the design of a REDD program before implementation of the REDD
program. The REDD Offset Working Group further recommends that grievance
mechanisms should be available, accessible, and transparent to stakeholders, and that
partner jurisdictions submit third-party verified reports about the safeguards and
grievances before any credits are issued. 176 Non-compliance with the safeguard
provisions should prompt a suspension of the REDD program approval. Finally, the
REDD Offset Working Group recommends that all nested projects within a jurisdictional
program (if any) be similarly independently verified using best-practice social and
environmental standards like the Climate, Community & Biodiversity Standards
(CCBS). 177
d. Legal Framework
In order for sector-based REDD offset credits to be accepted into California’s Cap-andTrade Program, the jurisdiction originating the credits must be approved by ARB
pursuant to section 95991 of the Cap-and-Trade Regulation. Under California
Government Code section 12894, this type of approval would constitute a “linking” of
California’s Cap-and-Trade Program with the jurisdictional REDD program. “Linking”
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means an action taken by ARB by which emission reductions from another jurisdiction
will be accepted as compliance instruments in California’s Cap-and-Trade Program. 178
Linking two subnational jurisdictions’ climate policies would follow the precedent of
California linking with Québec’s program, which took place in 2013. California’s and
Québec’s linkage will therefore serve as an example to further linking.
However, before such linkage could occur, Government Code section 12894 sets forth
several steps which must be met. Essentially, the Governor of California must make a
series of findings which ensure that California and the subnational jurisdiction have
sufficiently aligned their programs if they wish to link. These steps are further outlined
in Section VII of this white paper. The REDD Offset Working Group has also
recommended that California and a partner jurisdiction sign a non-binding MOU. 179
This MOU could recognize that the partner jurisdiction’s REDD program meets
California regulatory requirements for sector-based offset credits. Alternatively, the
REDD Offset Working Group suggests the possibility of indirect linkage through a thirdparty, such as the Verified Carbon Standard or the Climate Action Reserve.
California law further provides that partner jurisdictions must have enforcement
capability of relevant laws. In the context of REDD, this could be a critical issue as it
relates to the invalidation of credits that fail to meet program requirements. The REDD
Offset Working Group recommends that partner jurisdictions follow Acre’s example of
developing a public-private partnership within the jurisdiction which can spread risk
through an insurance or buffer mechanism. 180 This will enhance enforceability of
liability in case of a reversal by ensuring that a mechanism exists to replace any sectorbased REDD offset credit found to be invalid or which has suffered from a reversal. The
REDD Offset Working Group also recognizes that California always has the ability to
enforce the requirements offset credits must meet through the buyer liability provisions
already in place for its domestic offset program and recommends that California use
these provisions in the context of sector-based REDD offset credits as well. 181
Additionally, the REDD Offset Working Group recommends that third-party verifiers be
employed to ensure that requirements, such as social safeguards, are being met. 182
Furthermore, land rights are a fundamental and sensitive issue in any REDD program.
The REDD Offset Working Group recommends that extreme care be taken with respect
to this issue so as to prevent land grabbing or exclusion of local people. 183 California
can aid these efforts by choosing to link only with jurisdictions that have strict social
safeguard systems in place. Such safeguards can include tying emission reductions to
land rights, so that those who have legal or customary title to the land where emission
reductions take place receive the benefits of the sector-based REDD offset credits. In a
related recommendation, the REDD Offset Working Group holds that the intent for the
sharing of the revenue from sector-based REDD offset credits should be clarified in the
partner jurisdiction’s regulations. 184 Again, the REDD Offset Working Group
recommends that third-party verifiers audit partner jurisdictions to confirm that these
measures are in place. Finally, partner jurisdictions should clarify that liability of the
REDD program remains with them and not California. The full REDD Offset Working
Group recommendations are attached to this white paper as Appendix A.
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VII.

Additional Work Required

Although the REDD Offset Working Group recommendations, as well as ARB’s ongoing
engagement with jurisdictions in the GCF and with the U.S. Department of State, have
greatly increased ARB’s understanding of jurisdictional REDD as an option for potential
future inclusion in the Cap-and-Trade Program, ARB staff believes that additional work
will be required before such inclusion could be proposed as a regulatory action for
Board consideration. This section describes the legal requirements that would need to
be met for REDD to be included, as well as further technical work and resource
requirements which will be undertaken to advance ARB staff’s work on this important
topic.
a. Legal Requirements
i.

AB 32 Offset Criteria

As previously mentioned, AB 32 requires that offsets be “real, permanent, quantifiable,
verifiable, and enforceable by the State Board.” 185 Any reduction in emissions achieved
by offsets must also be additional186 and must, if applicable, occur over the same time
period and be equivalent in amount to any direct emission reduction required pursuant
to AB 32. 187 Section 95802(a) of the Cap-and-Trade Regulation also lays out definitions
of the above six criteria required of any emission reduction program under AB 32.
1. Ensuring “Real” Emission Reductions from a Jurisdictional
REDD Program
In the Cap-and-Trade Regulation, “real,” in the context of offset projects, means that
GHG reductions or GHG enhancements result from a demonstrable action or set
of actions, and are quantified using appropriate, accurate, and conservative
methodologies that account for all GHG emissions sources, GHG sinks, and
GHG reservoirs within the offset project boundary and account for uncertainty
and the potential for activity-shifting leakage and market-shifting leakage. (Cal.
Code Regs., tit. 17, § 95802(a).)
In the context of jurisdictional REDD, three main issues are raised by this definition:
reference levels; monitoring, reporting, and verification; and leakage. The REDD Offset
Working Group recommendations, as well as international guidance on jurisdictional
REDD, address each one of them.
Ensuring that GHG emission reductions are “real” requires jurisdictions involved to
develop reference levels. Reference levels are analogous to the baseline for the Capand-Trade Regulation, in that they establish a business-as-usual emissions forecast
against which changing GHG emission reductions can be measured. The importance of
accurate reference levels cannot be understated, as it benchmarks not only the
emission reductions, but also payments for a REDD mechanism. 188 Three challenges
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to establishing an accurate reference level have been identified in the literature: 1)
getting reliable historical deforestation data; 2) uncertainty about variation in future
deforestation levels; and 3) incentives to artificially raise the baseline in order to
increase perceived emission reductions, and thus offset credits. 189 The REDD Offset
Working Group and other researchers have developed guidance on how to establish a
reference level for a REDD program based on historical data and deforestation
drivers. 190 As part of its regulation provisions, ARB would need to define how to set
reference levels. In addition, prior to any linkage with a REDD jurisdiction, ARB would
need to evaluate the reference levels for conformity with established best practices.
In addition to an accurate baseline, “real” GHG emission reductions depend upon
proper reporting, which requires effective monitoring, reporting, and verification. 191
Current international guidance on these topics and jurisdiction-wide REDD programs
outline how this can be done. 192 To ensure that only “real” reductions are credited, ARB
would only consider sector-based REDD programs with accurate and well-developed
monitoring, reporting, and verification methods. Though ARB might not define
specifically how jurisdictions should conduct monitoring, reporting, and verification
activities, prior to accepting sector-based REDD offset credits, ARB would need to
define an acceptable error range. 193 As the level of uncertainty increases, ARB could
require a large “margin of safety” by, for example, decreasing the number of sectorbased REDD offset credits that are accepted as compliance-grade. Beyond a certain
level of uncertainty, ARB could decide to no longer recognize credits from that program.
The program in Acre, Brazil appears to be currently capable of monitoring and
measuring emissions from deforestation, enforcing environmental laws, and
implementing incentive programs for sustainable development, which the Environmental
Defense Fund found “puts [Acre] well ahead of the curve in terms of REDD
readiness.” 194
Ensuring “real” reductions also requires that leakage be mitigated. As described in
Section IV above, leakage refers to the possibility that any GHG emission reductions
achieved by REDD program activities could be undermined by movement of GHG
emissions to locations outside the project or jurisdictional boundaries. Leakage is most
likely to happen “when the scale of intervention is smaller than the scale of the
problem.” 195 ARB, in further specifying regulatory standards in the Cap-and-Trade
Regulation, could set eligibility standards for partner jurisdictions in the way they
approach leakage. For instance, ARB could insist that jurisdictions minimize leakage
risk by addressing the underlying drivers of deforestation, as described in Section III
above. 196 Similarly, ARB could set eligibility standards for agricultural production to
increase on already cleared land, so as to minimize international leakage risk. 197 As
more developing countries begin to participate in low-emissions development programs,
including REDD, the international leakage risk will likely be reduced, as well. Prior to
approving a jurisdictional, sector-based REDD program and the resulting REDD offset
credits, ARB will have to decide which methods to account for and reduce leakage are
acceptable for compliance-grade offset credits in the Cap-and-Trade Program.
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By ensuring robust reference levels are set, utilizing stringent monitoring, reporting, and
verification, and addressing leakage within and, to the extent feasible, outside of the
jurisdiction, sector-based REDD offset credits can meet the “real” requirement of AB 32.
ARB, through the design of its Cap-and-Trade Program and any specific jurisdictional
REDD-related regulatory standards in the Cap-and-Trade Regulation, will coordinate
with jurisdictions in how they address this requirement. As such, additional work will be
needed on what levels of uncertainty risk are acceptable, and how jurisdictions might
mitigate that risk.
2. Ensuring “Permanent” Emission Reductions from a
Jurisdictional REDD Program
AB 32 requires that any emission reductions credited under its implementation be
“permanent.” 198 “Permanent” means, in the context of offset projects,
either that GHG reductions and GHG removal enhancements are not reversible,
or when GHG reductions and GHG removal enhancements may be reversible,
that mechanisms are in place to replace any reversed GHG emission reductions
and GHG removal enhancements to ensure that all credited reductions endure
for at least 100 years. (Cal. Code Regs., tit. 17, § 95802(a).)
REDD activities may raise some permanence concerns due to risks associated with the
lack of broad policies that address deforestation factors in developing countries, as well
as natural risks associated with forests and the difficulty of controlling carbon storage
and natural events. 199 Permanence risks may be addressed in a variety of ways.
Potential solutions identified by the REDD Offset Working Group include mechanisms
for compensating or managing such reversals. 200 One mechanism “could include
banking a portion of the emission reductions achieved…within an insurance buffer,” 201
similar to the existing buffer account employed for unintentional reversals under ARB’s
U.S. Forest Projects Compliance Offset Protocol. With an insurance buffer, reversals of
emission reductions could be replaced by offset credits from this pool. Other insurance
products include contracts to provide the insured with payment in the event of loss, such
as the Overseas Private Investment Corporation’s $900,000 political risk insurance
coverage for a REDD project in Cambodia. 202
Emissions from natural disturbances are unpredictable, but may be managed. The
REDD Offset Working Group has identified options to manage permanence concerns
related to natural disturbances. One option is to “zero out” these emissions by adjusting
the jurisdictional baseline or reference level; a second option is to compensate for them
using buffer credits (or some other insurance mechanism). 203 Partner jurisdictions
could choose to develop their own mechanisms, or may rely upon an established thirdparty mechanism to guarantee compensation in the event of an emission reduction
reversal. 204 Either way, ARB would need to establish regulatory criteria to “assess the
eligibility of any proposed reversal monitoring and compensation mechanism” 205 to
ensure that any credits from an approved sector-based REDD program meet the
permanence requirement.
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3. Ensuring “Quantifiable” Emission Reductions from a
Jurisdictional REDD Program
AB 32 requires that any emission reductions credited under its implementation be
“quantifiable.”206 The Cap-and-Trade Regulation states that “quantifiable” means
in the context of offset projects, the ability to accurately measure and
calculate GHG reductions or GHG removal enhancements relative to a
project baseline in a reliable and replicable manner for all GHG emission
sources, GHG sinks, or GHG reservoirs included within the offset project
boundary, while accounting for uncertainty and activity-shifting leakage and
market-shifting leakage. (Cal. Code Regs., tit. 17, § 95802(a).)
The same methods described to ensure that credits are “real” help demonstrate that
credits are “quantifiable.” For instance, the quantification problem requires an accurate,
reliable baseline and periodic review of the accuracy of emission reductions relative to
that baseline, while accounting for any leakage that may have occurred. The accuracy
of this process depends upon a number of factors, such as which method is used to
measure emission reductions and the acceptable uncertainty risk. REDD jurisdictions
must set accurate reference levels or baselines (see discussion above). In addition,
periodic review of these statistics must occur in order to ensure the accuracy of
reporting data. Finally, any leakage must be reduced or reported and accounted for.
Jurisdiction-level reference levels may also better account for uncertainty, especially
when developed through transparent public processes. Jurisdiction reference levels
cover a greater geographical area than individual projects, thereby reducing the
likelihood of uncertainties by distributing the risks. Greater access to resources further
reduces the risk of uncertainty. Jurisdiction-level approaches may also encourage
broader policy changes than can project-level approaches, which can lead to more
accurate reporting.
While jurisdictional programs may allow for a more sophisticated way to account for
emission reductions, they often include nested projects, which can complicate how
reductions are quantified. For illustrative purposes, assume an example where a
nested project is able to demonstrate it has reduced emissions from deforestation and
degradation within the project’s boundaries, but the jurisdiction is not be able to make
that demonstration as a whole throughout the jurisdiction’s boundaries. The question
then becomes: How would the project’s quantified reductions be credited, if at all?
Without definitively answering that question, ARB could require that partner jurisdictions
explain how nested projects would be integrated into the jurisdiction-wide program, and
how sector-based offsets credits would be apportioned.
Prior to linking with a jurisdiction-wide sector-based REDD program, ARB would need to
assess the quantification of emission reductions, including any harmonization needed
for nested projects, in that program. Much like evaluating other aspects of REDD
reductions, such as whether they are “real,” this may mean examining the other
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jurisdiction’s methodology to ensure that it meets California’s standard. ARB, through
the design of the Cap-and-Trade Program, would have final say on which REDD
programs were approved and which sector-based REDD offset credits would be
accepted into California’s system.
4. Ensuring “Verifiable” Emission Reductions from a Jurisdictional
REDD Program
AB 32 requires that any emission reductions credited be “verifiable.”207 The Cap-andTrade Regulation, under section 95802(a), states that “[v]erifiable means that an Offset
Project Data Report assertion is well documented and transparent such that it lends
itself to an objective review by an accredited verification body.” Verifiable information is
necessary to ensure that data being reported is accurate, so that credits issued are for
real emission reductions. The verifiability of data reported under a jurisdiction-wide
REDD program would be governed by sector-wide terms to which the program
conforms. These terms would define how many levels of surety or review are required.
For instance, emissions could be verified from satellite images, or other remote-sensing
technology, as well as on-the-ground reporting, by independent verifiers, or by the
subnational or national government. The terms might insist that this data be
triangulated through multiple data sets and metrics. ARB would define the verification
terms prior to linking with any REDD program. Regardless of how “verifiability” is
negotiated and defined, it would have to ensure transparency and auditability of any
issued offset credits.
5. Ensuring “Enforceable” Emission Reductions from a
Jurisdictional REDD Program
AB 32 requires that any emission reductions credited be “enforceable.” 208 Under
section 95802(a) of the Cap-and-Trade Regulation, “[e]nforceable means the authority
for ARB to hold a particular party liable and to take appropriate action if any of the
provisions of this article are violated.” Under ARB’s domestic offsets program, ARB is
ultimately able to enforce on each and every offset credit through buyer liability
provisions, meaning that any offset credit issued by ARB which is found at a later time
to be invalid, would need to be replaced by the entity that submits the offset credit for
compliance. The REDD Offset Working Group recommended that ARB maintain this
buyer liability concept for any sector-based REDD program it approved under the Capand-Trade Program. 209 In addition, and because California will not have the authority or
ability to enforce laws in a jurisdiction with an approved sector-based REDD program,
ARB would need to partner only with those jurisdictions whose programs and
enforcement abilities it understands, trusts, and can verify. Thus, prior to accepting
sector-based offset credits from a REDD jurisdiction, ARB would have to review and
analyze the jurisdiction’s enforcement abilities to have a clear understanding of the
applicable laws as written and implemented. This process could include reviewing the
law, statutory and (if applicable) case law analysis, and obtaining advice from regional
and international legal experts from California universities, the California Attorney
General’s Office, and elsewhere.
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A precedent for this type of partnership already exists through California’s linkage with
the Cap-and-Trade Program in Québec. In fact, ARB’s Linkage Readiness Report
discussing coordination with Québec on program implementation such as adequate
enforcement, program changes, and comprehensive, collaborative market monitoring
should provide useful guidance for any sector-based REDD program approval. 210 ARB
staff notes, however, that coordination with an approved jurisdictional REDD program
would not require as broad an engagement as has occurred with Québec, given that the
approval would only cover sector-based offset credits, rather than linking to an entire
economy-wide emissions trading system (as with Québec).
6. Ensuring “Additional” Emission Reductions from a Jurisdictional
REDD Program
AB 32 requires that any emission reductions credited under its implementation be
“additional.” 211 The Cap-and-Trade Regulation states that, in the context of offset
credits, “additional” means
greenhouse gas emission reductions or removals that exceed any
greenhouse gas reduction or removals otherwise required by law,
regulation or legally binding mandate, and that exceed any greenhouse
gas reductions or removals that would otherwise occur in a conservative
business-as-usual scenario. (Cal. Code Regs., tit. 17, § 95802(a).)
Thus, an emission reduction is “additional” if it would not have happened in the absence
of the project or program. In the context of REDD, whether a forest “was or is actually
destined for deforestation” must be assessed. This assessment ties into the reference
level, as discussed above, which accurately plots the business-as-usual emissions rate.
The forest areas, former and present land uses, local, national or regional legislation
governing the respective forest, existing concessions, and relevant title or occupancy of
the land may all need to be assessed before California can link with a REDD
jurisdiction. Although jurisdictions have begun developing sector-based REDD
programs, reductions from these programs are not yet eligible for use in compliance
markets, and may not currently include penalties for failure to meet reduction targets;
however, many of these jurisdictions “do include legally enforceable sanctions against
illegal deforestation and forest degradation, and in the case of Brazil and Acre, have
achieved very substantial emissions reductions while increasing agricultural
production.”212
Jurisdiction-wide and nested REDD programs may also provide extra assurance of the
additionality of any GHG emission reductions. “[A]ggregating emissions provides
greater certainty that reductions achieved are ‘additional,’ as there is greater certainty
over the trend in overall deforestation across a large region versus the likely fate of any
particular piece of forest.” 213 For further analysis on this additionality concept, see the
summary of the REDD Offset Working Group recommendations in Section VI of this
white paper.
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ii.

Formal Rulemaking Action Pursuant to Administrative Procedure Act

Any approval of a sector-based REDD program whose credits could be used for
compliance with the Cap-and-Trade Regulation requires the Board to amend the Capand-Trade Regulation. Amendments to regulations are considered rulemaking
proceedings within the meaning of the California Administrative Procedure Act (APA), 214
and are required to undergo a formal rulemaking process. 215 This process would be the
same as other rulemaking actions to amend the Cap-and-Trade Regulation to date.
And, as with all rulemakings, ARB staff would be required to conduct an environmental
analysis of any amendments to approve a REDD program pursuant to the California
Environmental Quality Act (CEQA).
iii.

Government Code Section 12894 Linkage Requirements

As discussed in Section VI above, if ARB proceeds to consider a specific jurisdiction’s
REDD program for adoption, it would have to be incorporated into California’s Cap-andTrade Program through a formal rulemaking process and through a linking
arrangement. Such an arrangement would likely take the form of a Memorandum of
Understanding or related agreement, as was done with Québec. 216 Such an MOU
creates additional opportunities for California to include provisions that will assure that
any credits issued under the REDD Program meets AB 32’s strict standards.
Before entering into an MOU to link 217 California’s Cap-and-Trade Program with the
program of any other jurisdiction, ARB would be required to submit a proposal to the
Governor for review. 218 The Governor would have to make the following findings within
forty-five days of receiving a notice of such linkage proposal, taking into account any
advice of the Attorney General on the topic pursuant to the law’s requirements:
(1) The jurisdiction with which the state agency proposes to link has
adopted program requirements for greenhouse gas reductions,
including, but not limited to, requirements for offsets, that are
equivalent to or stricter than those required by Division 25.5
(commencing with Section 38500) of the Health and Safety Code.
(2) Under the proposed linkage, the State of California is able to enforce
Division 25.5 (commencing with Section 38500) of the Health and
Safety Code and related statutes, against any entity subject to
regulation under those statutes, and against any entity located within
the linking jurisdiction to the maximum extent permitted under the
United States and California Constitutions.
(3) The proposed linkage provides for enforcement of applicable laws by
the state agency or by the linking jurisdiction of program requirements
that are equivalent to or stricter than those required by Division 25.5
(commencing with Section 38500) of the Health and Safety Code.
(4) The proposed linkage and any related participation of the State of
California in Western Climate Initiative, Incorporated, shall not impose
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any significant liability on the state or any state agency for any failure
associated with the linkage. 219
The Governor must then submit his findings to the Legislature. 220 These steps would
have to take place before California may link its Cap-and-Trade Program with another
jurisdiction for purposes of issuing credits under a REDD program. This is the same
process as was conducted when California linked its program with Québec. 221
However, whereas California’s linkage with Québec involved a bilateral linkage between
two full emissions trading systems, a REDD program linkage would only involve a oneway transfer of one type of compliance instrument into California’s program (i.e., a
sector-based REDD offset credit from an approved REDD program).
b. Further Stakeholder Engagement
During the rulemaking process to consider the adoption of the Cap-and-Trade
Regulation, stakeholders were engaged in numerous public meetings, workshops, and
Board hearings. 222 As part of this public stakeholder engagement process,
stakeholders provided comments and requested additional information on various areas
of the Cap-and-Trade Regulation, including potential sector-based crediting and the
REDD mechanism. 223 In addition to ARB staff’s responses to stakeholder comments
during the rulemaking, 224 other efforts, including those described in this white paper,
have been underway to address concerns and to help inform the design of robust
REDD programs. 225
The topics raised by stakeholders during the past rulemaking process, ARB staff
responses to formal comments, and items for future stakeholder engagement are
summarized below. As ARB continues to explore the inclusion of jurisdictional, sectorbased REDD offset credits, stakeholder engagement starting at the October 28, 2015
workshop and in future workshops and other pre-regulatory meetings will be critical for
soliciting comments and obtaining feedback on staff proposals and addressing
outstanding concerns. ARB staff will also seek input and advice from ARB’s
Environmental Justice Advisory Committee (EJAC) on the topics and concerns raised
throughout this process.
As noted, some of the areas highlighted by stakeholders were addressed in the REDD
Offset Working Group’s recommendations. To fully explore some of the
recommendations, ARB staff is soliciting input on the following specific areas:
i. Safeguards
During the ARB Cap-and-Trade rulemaking process, the topic of safeguards was raised
by stakeholders and proposed to be embedded in a framework for the design of any
future subnational REDD programs. 226 The inclusion of safeguards limits the likelihood
of unintended outcomes and provides reassurance about the robustness of the REDD
program. The recommendations provided by the REDD Offset Working Group
emphasize the need for safeguards to protect the land and cultural rights of indigenous
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peoples and other forest-dependent communities. These include access to information,
engagement with various members within communities, and other public protections. 227
ARB staff believes that California universities, non-governmental organizations, and
other stakeholders can help contribute to design principles for robust safeguards or
recommend existing standards, as was done by the REDD Offset Working Group in its
recommendations. Furthermore, and similar to the decisions on REDD at COP 19, 228
ARB could require proof that social safeguards, such as those recommended by the
REDD Offset Working Group, are in place for a REDD program being proposed for
inclusion in the Cap-and-Trade Program.
ii. Reversals
As proposed by some stakeholders, the unintentional reversal of carbon benefits from
REDD programs due to fire, pest infestations, disease, or other causes could be
mitigated through an insurance mechanism. This mechanism could include a concept
similar to the already-established ARB Forest Buffer Account, which provides insurance
against reversals of GHG reductions and GHG removal enhancements due to
unintentional causes in U.S. forest offset projects, in addition to continued monitoring
activities of the number of offset credits in the buffer account. 229 Similar to offset
projects already eligible under the California Cap-and-Trade Program, if sector-based
REDD offset credits are deemed to be intentionally reversed, the purchaser of the
offsets could be deemed liable and responsible for compensation through the retirement
of other compliance instruments. This approach would be an example of the application
of the buyer liability provisions already in effect for ARB’s domestic offset program. The
intention of a buyer liability requirement is to protect the environmental integrity of the
program in cases of intentional reversals and to ensure ARB is able to enforce against
such a reversal. 230 ARB would need to establish the parameters regarding intentional
reversals prior to approving a jurisdiction-wide REDD program whose sector-based
REDD offset credits could be used for compliance.
iii. Conflict of Interest
Conflicts of interest may exist when an individual’s or organization’s involvement in an
activity is unduly influenced by an ulterior motive. Parties to offset projects in the Capand-Trade Program and potentially in REDD programs, which can include project
operators, project verification bodies, and others parties, may be subject to conflicts of
interest. These conflicts manifest through falsification of information and incorrect
verification of emission reductions or carbon sequestered. Provisions requiring strict
conflict of interest evaluations and ongoing monitoring for such conflicts are critical to
mitigating the risk of conflicts of interest and to deterring fraudulent and manipulative
behavior in the Cap-and-Trade Program. ARB’s program already includes strict conflict
of interest provisions for the verification of offset projects, including in section 95979 of
the Cap-and-Trade Regulation. For sector-based crediting programs such as REDD,
conflict of interest requirements similar to those in the existing Cap-and-Trade
Regulation for offset verification bodies and offset project developers could be adopted
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by the REDD jurisdiction. The requirements should include methods for monitoring and
enforcing conflict of interest provisions, such as independent third-party verification.
iv. Social Benefits
Some stakeholders have raised concerns about the potential adverse impacts of the
REDD mechanism on the rights of indigenous peoples and local communities, including
land-grabbing and displacement of communities, and the risk of any benefits of the
REDD program being realized by government or project developers instead of local
communities. 231 Some of these concerns stem from examples based on projects that
could not meet AB 32 and Cap-and-Trade Program requirements, and would not qualify
under a sector-based REDD program as described in this paper. Moreover, ARB staff
notes that there are many examples of local communities, including indigenous peoples,
who are either interested in exploring or even actively engaged and benefitting from
REDD activities, and believes these examples may demonstrate practices that address
some of the concerns mentioned. 232 Important recent examples of this include actions
by the Mesoamerican Alliance of Peoples and Forests (AMPB), a network of indigenous
groups from Central America which promotes community participation in jurisdictional
REDD programs, and the Coordinator of Indigenous Organizations of the Amazon River
Basin (COICA), which organizes Amazonian indigenous groups across nine countries to
advocate for self-determination at the national and international level. 233 Both of these
groups issued statements of support for the GCF at the 2015 Annual Meeting, 234 and
both have declared their interest in and support of REDD mechanisms that respect the
rights of traditional forest-dwelling people, and have partnered with research and
environmental organizations in assessing GCF member inclusion of rights recognition,
participatory processes, benefits sharing, territorial security, and governance. 235
In its report, the REDD Offset Working Group provided safeguard recommendations,
including basing REDD requirements on existing standards such as those developed by
the Climate, Community, and Biodiversity Alliance to ensure local communities share in
the benefits. This is another area where ARB staff believes California universities and
non-governmental organizations could provide expertise and engagement with local
community groups to provide further recommendations on development of regulatory
provisions. The agreement on the inclusion of safeguards at COP 19, as described in
Section III above, ensures that the UNFCCC has continued working on this issue. 236
ARB could evaluate the social benefit approaches suggested by the UNFCCC,
academia, and the REDD Offset Working Group in determining what would be required
for California’s program. ARB is committed to ensuring any potential regulatory
provisions include robust safeguard standards.
v. Offset Concerns
Stakeholder concerns about perceived negative impacts of a REDD program on the
integrity of the environmental objectives of AB 32 include the idea that a REDD program
will diminish the responsibility of polluters to reduce emissions. 237 However, polluters’
obligations to reduce emissions will not be diminished by the potential inclusion of a
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REDD program, and the REDD program would enable greater aggregate emission
reductions by preventing the destruction of carbon sinks. The Cap-and-Trade Program
already includes the use of Board-approved offset credits to meet a limited portion of an
entity’s compliance obligation. As explained previously, sector-based crediting would fit
within that existing limit, not expand it. Another concern raised by stakeholders is that
REDD forest offsets are easy to fabricate and their inclusion in the Cap-and-Trade
Program may jeopardize the environmental integrity of the California program. 238 ARB
staff recognizes the necessity of a rigorous standard to quantify sector-based REDD
offset credits, ensure legitimacy of those credits, and confirm that they meet the offset
criteria of AB 32 and of the Cap-and-Trade Program.
As described throughout this section of the white paper, achieving these objectives will
require continued stakeholder engagement on the topics of reference levels,
additionality, the principle of “own effort,” and robust monitoring, reporting, and
verification processes to ensure that program requirements and environmental
objectives are met. Many of these areas have been addressed at great length by the
REDD Offset Working Group. Some of the technical work related to evaluating
reference levels, leakage assessment, and sector-wide monitoring could be
accomplished through engagement with California universities that are already actively
doing this work. Additionally, current efforts at the international level, including at the
UNFCCC, will inform California’s efforts to help establish best practices for jurisdictional
REDD programs. Finally, as mentioned above, ARB staff will seek input and advice
from the EJAC. ARB staff will also discuss these matters with Board members,
including new Board members who have environmental justice expertise as required by
Assembly Bill 1288 (Atkins, Chapter 586, Statutes of 2015).
vi. Market Impacts
Some stakeholders have commented that the exclusion of sector-based REDD offset
credits from the California Cap-and-Trade Program could create a shortage of offset
supply in California and lead to higher costs of compliance. 239 The consideration of
offset supply and cost containment, while ensuring net reduction of GHG emissions in
the atmosphere, will continue to be an important area of ARB staff engagement as part
of existing Cap-and-Trade regulatory modifications and in considering the potential for
approving any REDD program. ARB staff will need to conduct an analysis of market
effects before proposing a linkage to a REDD program.
vii. Jurisdiction
Some stakeholders have cited concerns over California’s ability to enforce potential
REDD programs outside of California’s jurisdiction. 240 Although California would not
have authority to enforce a REDD regulation outside of its jurisdiction, California does
have the authority to reject sector-based REDD offset credits that do not comply with
California law and to ensure the environmental integrity of the Cap-and-Trade Program
through its existing buyer liability provisions. ARB staff notes that similar to ARB’s
engagement with Québec, ARB would need to conduct a thorough assessment of a
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potential partner jurisdiction so that we understand that jurisdiction’s REDD program
and underlying legal and policy system, prior to proposing any potential linking
arrangement. This assessment would be necessary for the Governor’s linkage findings
discussed previously and in more detail below, and to ensure any action met the
requirements of AB 32. As ARB staff collaborates with potential partner jurisdictions,
and if it were to begin drafting REDD policy and program requirements for the Board to
consider as part of a future rulemaking, stakeholder input will be necessary to help
shape the design of additional regulatory provisions for the potential inclusion of sectorbased REDD within the California Cap-and-Trade Program. While the REDD Offset
Working Group recommendations may address many of these concerns, further
engagement with stakeholders will be important.
c. Summary of additional work needed
The REDD Offset Working Group recommendations contributed to examining how
California could link with a partner jurisdiction’s sector-based REDD program, including
which next steps could be taken. The following table outlines additional work ARB
would need to conduct in order to further flesh out the design of such a linkage which
could be presented to the Board as a formal rulemaking proposal for future
consideration. By learning from the REDD Offset Working Group recommendations and
through further robust stakeholder involvement, ARB staff is confident that the following
topics can be addressed. Most of the issues outlined in this table would need to be
proposed as regulatory amendments to ensure Cap-and-Trade Program requirements
are clear. Some of these issues would also need to be described in any linkage MOU.
Issue
Reference Level of
Emissions

Additional Work
Evaluate how partner jurisdiction
established reference levels

Uncertainty level of
emission reductions

Define level of acceptable
uncertainty so as to guide
development of mechanisms to
address incorrect emissions levels
Decide which mechanisms are
acceptable to address leakage

Emissions leakage

Management of
reversals
Quantification of
reductions
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Determine acceptable
mechanisms for monitoring and
compensating for reversals, both
natural and man-made
Determine satisfactory
methodology for measuring
emission reductions from REDD
program and nested projects
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Reason
Accurate reference levels
determine number of emission
reductions, offset credits, and
additionality of the program
More accurate emissions
measurements result in a
more robust and trustworthy
program
Leakage reduces the
effectiveness of emission
reductions from REDD and
should be limited as much as
possible
Reversals of emission
reductions undermine validity
of sector-based REDD offsets
In conjunction with reference
levels, quantifying reductions
is necessary to generate
accurate numbers of sectorbased REDD offsets
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Verification of
emissions statistics
Enforcement of liability
provisions
Additionality of program
Registry

Crediting pathways

Social safeguards

CEQA Analysis

Stakeholder
engagement
Governor’s approval

Outline adequate verification
terms and bodies
Analyze enforcement abilities of
partner jurisdictions and California
in case offset credits are
invalidated
Assess how jurisdictions measure
the additionality of their emissions
California should evaluate the
standards utilized by REDD
registries

ARB staff will need to specify who
would need to issue sector-based
offset credits in order to be eligible
to be used as compliance
instruments
ARB staff must examine and
propose for Board adoption
minimum standards for social
safeguards of forest-dependent
communities. Ensure the
continuation of these safeguards
with a monitoring, reporting, and
verification system. Require
existence of a grievance
mechanism for partner jurisdiction
stakeholders
ARB staff must conduct
environmental analysis of
Regulation amendments
Involve stakeholders to develop
approaches to the issues
mentioned above
If ARB decides to proceed, draft
proposal regarding REDD linkage
for Governor to review and
approve

Auditing of reported
reductions increases accuracy
Invalidated offsets must be
compensated for, through
enforcement if necessary
Additionality is an essential
element of real reductions
Assessing existing registries
is needed to ensure
equivalent stringency and
alignment with California’s
existing offset requirements
and market program
This helps determine who
receives funds from the
credited emission reductions
Without helping local people,
REDD programs will not work.
California will not link with
REDD programs which have
not demonstrated that robust
social standards are in place

Regulatory amendments
require formal rulemaking
process, which entails a
CEQA assessment
Stakeholder engagement
ensures transparency and
good governance
By law, Governor has to
approve linkage

d. Programs most ready for crediting
As each forest is unique, so is each jurisdictional REDD program. In fact, the status of
REDD programs within the GCF membership jurisdictions varies widely, from newly
planned (Cross River State, Nigeria and Campeche, Mexico) to advanced (Acre, Brazil).
An ongoing study conducted by Winrock International of nineteen GCF jurisdictions will
aid in assessing monitoring and measurement capacity within the jurisdictions once
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released. 241 While not many states or provinces are ready to start issuing California
compliance-grade credits, at least one jurisdiction has demonstrated significant
progress and technical capability in the effort to begin crediting. As described in Section
II of this whitepaper, any subnational program must of course fit within the construct of
the applicable national legal structure, including any submitted INDC.
Acre, Brazil is a leader in jurisdiction-level REDD program development, having
“invested in creating a sustainable forest-based economy for over a decade,” and thus
has one of the most advanced REDD programs in the world. 242 With the passage of the
State System of Incentives for Environmental Services law (SISA), Acre established
itself as the first jurisdiction with an operational legal and institutional framework for
jurisdictional REDD. 243 Several institutions furthering REDD regulations have been
created thanks to SISA, and social safeguards have already been put in place. 244
These social safeguards include the protection of indigenous rights to resource use in
their traditional lands and public participation by indigenous and other local community
members. 245 Crucially, it is ARB’s understanding that Acre’s regulation links those who
conserve ecosystem services with the associated offset, rather than just the landowner
being linked to the offset. 246 This approach means that forest-dependent communities
will be the beneficiaries of carbon revenue from emissions reduction activities,
regardless of land tenure. Moreover, Acre has enacted a series of successful policies
“to stimulate sustainable use of forest resources” such as Brazil nuts and rubber by
forest-dependent communities, which reduces pressure to clear forest for agriculture
and cattle ranching while still ensuring livelihoods for the communities. 247
Furthermore, Acre has established a reference level of deforestation and a target level
of reduced emissions which are consistent with the national reference level. 248 Finally,
Acre has engaged with a contractor to set up a state-wide carbon registry electronic
platform. Such is the confidence in Acre’s REDD program that the German
development bank, KfW, has provided bridge financing worth €16 million to the state. 249
Acre qualified for the financing through the REDD Early Movers (REM) program which
rewards national and subnational jurisdictions for advanced REDD preparation. 250
After the advanced program of Acre, other jurisdictional REDD programs in Brazil that
have made significant advances in developing their programs include the state of Mato
Grosso, the programs in Amazonas and Pará and, to a lesser extent, Amapá and
Tocantins. Some of these jurisdictions have developed legal structures similar to the
one in Acre, as well as reference levels of deforestation, an essential element of REDD
programs. Not all states have full capacity to implement jurisdictional REDD programs
or laws yet, but they are in the process of developing these. 251 With respect to Mexico,
ARB continues to engage with Chiapas, as well as Campeche, Jalisco, Quintana Roo,
and Tabasco through the GCF and through the California-Mexico MOU. Through the
work under this California-Mexico MOU described in Section V of this white paper, ARB
understands that the federal government of Mexico is assisting the Mexican states to
develop and advance on forestry and climate planning in tandem with the national
strategy.

White Paper

43

October 19, 2015

California Air Resources Board
There are other subnational jurisdictions which, while part of the GCF, appear to be in
the earlier stages of developing jurisdictional REDD programs. The Indonesian states
of Papua, West Papua, Aceh, and East, West, and Central Kalimantan have great
potential for REDD due to their high rates of deforestation, but they have not formally
established reference levels, REDD governance institutions and laws, or registries – all
elements that would need to be in place before California could consider those
programs. The same is true of the Peruvian regions of Amazonas, Madre de Dios,
Loreto, San Martin, and Ucayali, Nigeria’s Cross River State, and the Bélier and Cavally
regions of Ivory Coast. All of these jurisdictions have begun to ready themselves for
REDD and are on a path towards developing robust jurisdiction-wide REDD programs.
California’s engagement with these GCF jurisdictions has helped expand best practices,
and the learning curve for these jurisdictions may be less steep because they can adopt
some of the models from more advanced REDD states like Acre and Mato Grosso. The
next few years may see robust, high quality, subnational jurisdictional REDD programs
from all over the globe.

VIII. ARB Staff’s Next Steps
a. Present Staff Thinking
Given the importance of addressing tropical deforestation, the benefits described in this
white paper to California and California’s program, and the current status of GCF
partner jurisdiction efforts, ARB staff believes there is value in developing proposed
regulatory amendments and pursuing a sector-based REDD linkage in time for the third
compliance period of the Cap-and-Trade Program. Based on a review of existing GCF
state programs, ARB staff believes that Acre’s sector-based REDD offset program is
already technically capable of being considered for formal inclusion in the Cap-andTrade Program at the beginning of the third compliance period, even while additional
engagement is necessary to, among other things, ensure a clear understanding of how
Acre’s program may fit within any applicable Brazilian national structures. Working
more closely with Acre on potential linkage will provide beneficial lessons and
engagement with other jurisdictions, particularly those of Mexico and Brazil, and could
result in partnering on other mutually beneficial climate and low emissions development
initiatives.
i. Additional Work
Section VII of this white paper highlights a few areas where staff has identified the need
for targeted analysis to support a robust sector-based REDD offset program. To
continue making progress, staff would need to develop a comprehensive analysis of
outstanding issues, options for addressing those issues, and stakeholder engagement
to provide the best recommendation. These areas include, but are not limited to,
reference level setting, crediting baseline setting, best approaches to address leakage,
and mechanisms for permanence. Embedded in developing recommendations for each
of these areas is the need to ensure the use of the latest scientific methodologies and
proactive stakeholder engagement. This work commences with the release of this white
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paper, and could continue with additional workshops and technical meetings leading
toward the development of proposed regulatory amendments.
This white paper provides an overview of some of the work being conducted by
California universities on REDD. These entities are in a unique position to provide
valuable support to any effort to further explore REDD programs for inclusion in the
California Cap-and-Trade Program. ARB staff welcomes input from universities on
these specific issues.
ii. Stakeholder Input
As noted previously, the prospect of including jurisdictional, sector-based REDD offset
credits in the Cap-and-Trade Program has garnered much attention over the years.
ARB staff believes that a transparent and deliberate approach to considering sectorbased REDD offset credits necessitates ongoing public engagement, including seeking
input and advice from ARB’s EJAC. The October 28, 2015 workshop marks the first of
several technical and individual meetings to walk through technical and policy issues
with stakeholders. These meetings could include experts and contractors, as well as
GCF jurisdictions, donor countries such as Norway, and community leaders. As with
other public workshops, ARB will make the public workshops available to all interested
participants with webcasting and comment periods.
iii. Coordination with REDD Jurisdictions
As mentioned in section VII, ARB staff believes that continued coordination with partner
jurisdictions, like Acre, will be necessary before any program can be proposed for Board
approval. As in the case of Québec, this would include continued technical discussions
on program elements such as coordination on implementation of tracking systems,
more detailed exchanges on how enforcement of the program would occur and how
market monitoring efforts can be coordinated, and visits between California and the
potential partner jurisdiction by ARB staff and/or contractors such as California
university researchers to ensure both California and the REDD jurisdiction fully
understand program requirements and expectations. 252 As an initial step, ARB staff
notes that this type of coordination has already begun with the Brazilian and Mexican
state members of the GCF.
iv. Coordination with Linked Partners
Any additional review or proposals to include a sector-based REDD offset program
within California’s Cap-and-Trade Program will require coordination with Québec. A
material change, such as new sources of offsets, in one program will have impacts on
the linked jurisdiction’s program. While Québec itself does not need to adopt a
regulation for the recognition of a sector-based REDD offset program, California’s
recognition of such offsets could potentially make available additional domestic offsets
and allowances for entities to use for compliance in Québec.
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California and Québec have each adopted and implemented cap-and-trade programs
that are based on the Western Climate Initiative program design recommendations. In
December 2010 ARB adopted the Cap-and-Trade Regulation. 253 On April 8, 2013,
Governor Brown found that the Québec program met the SB 1018 requirements for
linking with the California program, 254 and later that month, the Board adopted a
regulation linking the California program with the Québec program starting on
January 1, 2014. 255 On November 1, 2013, ARB provided a linkage readiness report to
the Governor recommending that linkage occur as scheduled beginning on January 1,
2014. 256 Since November 2014, California and Québec conduct joint auctions on a
quarterly basis.
Both jurisdictions recognize the need for ongoing collaboration as the joint program is
implemented. The overall framework for this collaboration is formalized in an
agreement between the two jurisdictions, titled: “Agreement Between the California Air
Resources Board and the Gouvernement du Québec Concerning the Harmonization
and Integration of Cap-and-Trade Programs for Reducing Greenhouse Gas Emissions,”
also referred to as the “Linking Agreement.” 257 The agreement objectives are defined in
Article 1 as follows:
“The objective of this Agreement is for the Parties to work jointly and
collaboratively toward the harmonization and integration of the Parties’
mandatory greenhouse gas emissions reporting programs and Cap-and-Trade
Programs for reducing greenhouse gas emissions.”
To this end, ARB will provide Québec with periodic updates and timelines of staff
review and consideration of any sector-based REDD offset programs.
b. Rulemaking & Governor Linkage Findings
As briefly discussed in Section VII above, if staff opts to propose the inclusion of a
sector-based REDD offset program in the beginning of the third compliance period,
there are requirements under the California Administrative Procedure Act (APA) and SB
1018 that will have to occur prior to Board consideration of a rulemaking in mid-2016.
Each of these steps is to ensure public engagement and notification prior to the Board
taking any action to approve any rulemaking. These steps are listed below:
•

Preliminary activities would include technical policy meetings, including the first
workshop on October 28, 2015. In some cases, staff may share draft regulatory
text for informal comment. All public presentations would also be posted on the
ARB website. When possible, such meetings are webcast for broad public
participation.

•

Issuance of a notice initiates the APA rulemaking process. ARB would issue a
notice of proposed rulemaking, which is included in the California Regulatory
Notice Register. This notice would include the Board hearing date when staff
would present the rulemaking for Board consideration. This notice would be
posted at least 45 days prior to the applicable Board hearing.
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•

As part of the rulemaking, and prior to final Board adoption, ARB would need to
request that the Governor make findings pursuant to SB 1018, as described in
Section VII above.

•

At least 45 days prior to the Board hearing, ARB would also make available
proposed regulatory text and a staff report that explains why certain proposals
were made in the development of the rulemaking and any relevant analyses or
studies to support the proposed rulemaking. These supporting documents would
include a staff analysis of the jurisdiction’s sector-based program to support
linkage and an environmental analysis as required by CEQA. ARB would post
the proposed text and the staff report on its rulemaking website with the 45-day
notice. Current ARB practice is to notify the public of the availability of these
documents through the relevant electronic listservs.

•

ARB would provide at least 45 days for the public to review the proposed
regulatory text and provide written comments to ARB.

•

ARB staff would then present the proposed regulatory text to include the sectorbased REDD offset program, along with other proposed amendments to the Capand-Trade Regulation, to the Board for its consideration in mid-2016. This
process usually includes a staff presentation at a regularly scheduled Board
hearing. The dates and agendas for each hearing are posted on the rulemaking
website. Stakeholders can provide oral testimony to the Board before the Board
takes any action on the proposed regulatory text. If Governor findings under SB
1018 have been made, the Board may then choose to adopt the proposed
regulatory text as written or could direct staff to make changes and put out the
new material for one or more 15-day formal comment periods. ARB would
consider all public and oral comments on its proposed regulatory text.
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Partnering to Reduce Emissions
from Tropical Deforestation

Recommendations to Conserve Tropical
Rainforests, Protect Local Communities and
Reduce State-Wide Greenhouse Gas Emissions

he REDD Offset Working Group

California,
Acre and
Chiapas

The REDD Offset
Working Group (ROW)
The REDD (reduced emissions from deforestation and forest degradation) Offset
Working Group was established in February 2011 as a result of a memorandum of
understanding signed in November of 2010 between the Governors of California,
Chiapas and Acre as part of a collaborative effort to reduce emissions from global
deforestation and degradation. Deforestation and forest degradation account
for approximately 15% of the world’s annual greenhouse gas (GHG) emissions.
Comprehensive efforts to constrain the impacts of climate change will require efforts
to reduce GHG emissions from deforestation and forest degradation.
Based on direction in the MOU, a REDD Offset Working Group (ROW) was created
that includes state representatives and technical experts, who serve in their personal
capacities. With input from stakeholders, and through an open process, the ROW
is examining three central questions: (1) what legal and institutional mechanisms
are required to enable California to recognize international REDD-based emission
offsets for compliance purposes; (2) what are the key policy considerations a sectoral
REDD program should address to achieve the level of performance needed for
California to recognize the REDD-based offsets for compliance purposes; and (3)
what should be the bases for judging the performance of the states in reducing
carbon removals from forests?

ROW Participants
The ROW recommendations are a result of the gracious voluntary efforts of the
ROW participants. The ROW participants include:
»	Daniel Nepstad, International Program Director, Amazon Institute of
Environmental Research
»	Derik Broekhoff, Vice President for Policy, Climate Action Reserve
»	Greg P. Asner, Professor of Geological and Environmental Sciences, Stanford
University; Scientist at Carnegie Institution’s Department of Global Ecology
»	Ludovino Lopes, Consultant to the Secretary of Environment for the State of
Acre in Brazil
»	Michelle Passero, Senior Climate Policy Advisor, The Nature Conservancy
» Peter Riggs, Independent Consultant, formerly of Ford Foundation
»	Rosa Maria Vidal, Director, Pronatura Sur, Chiapas, Mexico
»	Steve Schwartzman, Director for Tropical Forest Policy,
Environmental Defense Fund
»	Toby Janson-Smith, Senior Director of Forest Carbon Markets,
Conservation International
» Tony Brunello (Facilitator), Green Technology Leadership Group
»	William Boyd, Associate Professor of Law, University of Colorado Law School,
Colorado; Senior Advisor and Project Lead: Governors’ Climate and Forests
Task Force

Editor
Evan Johnson, Green Technology Leadership Group
The ROW also benefits from government observers from Acre, Chiapas, and
California.
A special thanks to Lauren Nichols of Winrock International, Rachel Sigman, Derek
Walker, Louis Blumberg, Lauren Faber and others that helped in completing this
document.
The ROW is led by the Green Technology Leadership Group, a non-profit
organization focused on bridging science, policy and business concerns in
developing new and innovative programs that can be utilized today. For more
information visit www.greentechleadership.org.
All REDD Offset Working Group activities and the publication of this report were
funded by the Gordon and Betty Moore Foundation and from ClimateWorks
under the Climate and Land Use Alliance program.
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SUMMARY FOR POLICYMAKERS
Tropical forests play a part in all of our lives wherever we live by providing medicines and other forest
products, clean air and water, climate benefits at multiple scales, habitat for half of the world’s plant and
animal species, home to thousands of indigenous peoples’ cultures, livelihoods to millions of people, and a
vast reservoir for sequestering carbon dioxide. These forests have declined rapidly in recent decades as a
result of agricultural expansion, unsustainable logging, forest fires and other activities. Deforestation now
accounts for 15% of all global greenhouse gas (GHG) emissions—more than the entire global
transportation sector and second only to the energy sector.
The international community has been trying to reduce tropical deforestation for decades, but success has
so far been elusive. Since 2005, under the auspices of the United Nations Framework Convention on
Climate Change (UNFCCC), a new mechanism has been under development that would compensate
tropical forest countries for progress in reducing deforestation. Known as REDD+ (“REDD” stands for
Reducing Emissions from Deforestation and forest Degradation; the “+” stands for enhancement of forest
carbon stocks), this initiative has made significant progress in the last eight years on a range of important
issues, but is ultimately hostage to the larger effort of establishing a new international climate treaty.
In 2010, California, the Brazilian State of Acre, and the Mexican State
of Chiapas signed a Memorandum of Understanding (MOU) to
cooperate on the technical, legal, and institutional design issues
associated with the effort to link jurisdictional REDD+ programs with
California’s cap-and-trade program, bypassing the UNFCCC gridlock.
Each of these three states brings an important set of experiences and
capabilities to this effort.

Deforestation now
accounts for 15% of all
global greenhouse gas
(GHG) emissions—more
than the entire global
transportation sector and
second only to the energy
sector

Since 2006, California has been developing a state-wide program to
reduce GHG emissions from all sectors of its economy. As part of that
effort and in recognition of the fact that climate change is a global
problem, California has actively pursued partnerships and linkages
with other jurisdictions (foreign and domestic). Thus, in its cap-and-trade regulations, California
expressly contemplates linking its cap-and-trade program with other subnational cap-and-trade programs,
including its anticipated linkage with Quebec. California’s cap-and-trade regulations also include
provisions that allow for the possibility of international sector-based offsets as part of the broader offsets
program, and specifically identify REDD+ as the first such sector for consideration.
International sector-based offsets are quite different than the stand-alone project-based model that
California is pursuing with its domestic offsets program. Sector-based offsets are tied to reductions that
are achieved across an entire sector or jurisdiction. In this regard, jurisdictional REDD+ programs,
where the state or province develops policies and frameworks to reduce emissions from deforestation
across the whole jurisdiction, are similar to the effort that California is undertaking under AB 32 to reduce
emissions from all sectors across its entire jurisdiction. Under this system, individual REDD+ projects,
such as those that are common in the voluntary markets, would have to be incorporated in and accounted
for under the state or provincial REDD+ program in order to be eligible to receive offset credits. These
sorts of jurisdictional programs have the potential to generate emissions reductions at much larger scale
and lower cost than the traditional project-based model.
It is precisely this jurisdictional approach to REDD+ that Acre and Chiapas are developing. Acre has been
developing REDD+ as the capstone of its forest-based rural development strategy, including a wall-to-wall
land-use zoning system that carries the force of the law, and policies and programs designed to increase
the value of sustainably harvested forest products. Beginning in 2008, the state embarked upon an
extensive multi-stakeholder consultation process culminating in December 2009, in an innovative statewide legal and institutional framework for creating incentives for environmental services with forest
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carbon as a centerpiece. Today, Acre is poised to link its program with multiple pay-for-performance
opportunities.
Like Acre, Chiapas has been developing a state-wide approach to REDD+, but it is at an earlier stage than
Acre. Chiapas is identifying and beginning to assimilate the substantive and procedural elements needed
to build a successful jurisdictional REDD+ program that will work within the Mexican context. It also
brings an important set of experiences regarding land tenure, indigenous rights, and participation,
highlighting the critical importance of establishing a process that incorporates all stakeholders from the
beginning in designing and building jurisdictional programs for REDD+ and low emissions development.
The MOU between California, Acre, and Chiapas represents a historic opportunity to strengthen
jurisdictional REDD+ programs, securing and deepening the substantial progress that has already been
made in lowering carbon dioxide emissions to the atmosphere associated with tropical deforestation. In
Brazil alone, states of the Governor’s Climate and Forest Task Force (GCF) with support from the federal
government have reduced deforestation to 24% of the ten-year average ending in 2005, representing a
cumulative reduction in emissions to the atmosphere equivalent to 3.5 billion tons of carbon dioxide
(GtCO2e). In 2012, the decline in Amazon deforestation represented a 1.8% reduction in global carbon
dioxide emissions to the atmosphere from all anthropogenic sources. This important progress is part of a
larger transition to low emission economies in which state and national policies, finance institutions, civil
society, farm sectors, and other private sector actors are becoming aligned to produce more, alleviate
poverty, maintain and restore natural ecosystems, and improve livelihoods while emitting fewer GHGs.
California’s cap-and-trade program, adopted pursuant to the Global Warming Solutions Act of 2006 (AB
32), is the only GHG compliance program today that could provide positive incentives to these nascent
jurisdictional REDD+ programs through its international sector-based offsets provisions. Although such
provisions, if adopted, would represent, at most, 2% (first compliance period) to 4% (second and third
compliance periods) of total compliance obligations under the cap-and-trade program, their successful
implementation could greatly multiply the global impact of AB 32 by sending a signal to other states that
their hard work and political leadership in mitigating climate change will be recognized and rewarded and
by providing a critical learning opportunity for other emerging cap-and-trade programs as they consider
whether to adopt similar provisions for REDD+. Given the significant fragmentation of climate policy,
this sort of innovative, bottom-up approach that endeavors to link emerging GHG mitigation efforts
throughout the world represents an important path forward in the effort to achieve a truly global
approach to the problem of climate change. In the absence of such leadership, the progress made in
slowing tropical deforestation could be lost as the viability of an international mechanism for REDD+
recedes further into the future and political support within tropical states dissipates.

KEY ISSUES AND DRAFT RECOMMENDATIONS
In 2011, the three MOU states (Acre, California, and Chiapas) asked a group of experts, constituted as the
REDD Offsets Working Group (ROW), to develop a set of recommendations regarding the design of
compliance-grade jurisdictional REDD+ programs and options for linking these programs with the
California system. This draft report is the result of the ROW’s efforts over the last two years, and it
addresses three main issues: (a) the key elements of compliance-grade jurisdictional REDD+ programs;
(b) the corresponding requirements that California (or some other cap-and-trade program) would need to
adopt in its regulations in order to accept offsets from jurisdictional REDD+ programs; and (c) the legal
frameworks and linkage options for connecting jurisdictional REDD+ programs with a cap-and-trade
program such as that being developed in California.
Each of the three MOU states will have to decide whether and how they want to use these
recommendations if they decide to move forward with this initiative. It is important to point out,
moreover, that although these recommendations were developed in part based on the specific experiences
of these three MOU states, they are not intended to be exclusive to these jurisdictions.
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What does it mean to focus on sector-wide, jurisdictional REDD+? California’s decision to leave open the
possibility for sector-wide REDD+ offsets within its cap-and-trade program has important implications
for all of the recommendations described in this report. Sector-wide, jurisdictional REDD+ programs,
referred to in this report as Jurisdictional REDD+, are designed to operate across entire nations, states or
provinces, covering and entire sector of emissions; in this case, forests. Jurisdictional REDD+ programs
seek large-scale changes in the rural development model through policy alignment, institutional
innovation, and through mechanisms for attracting private sector investors and project developers.
Individual projects could be brought under the broader umbrella of the jurisdictional REDD+ program
development process and accounting frameworks.
Jurisdictional approaches to REDD+ have important advantages over
Jurisdictional REDD+
project-level approaches in ensuring the environmental integrity of
programs
seek largeoffsets that might enter California’s cap-and-trade system. By defining
performance across the entire jurisdiction for the two main types of
scale changes in the
emissions (forest conversion to lower-carbon land uses such as crops and
rural development
pasture, and forest degradation through forest fires, logging, and other
model
through policy
human-induced activities), risks of performance reversal and leakage at
alignment, institutional
the project level can be absorbed into state-wide performance and
accounting, appropriately directing attention to the large-scale changes
innovation, and through
in the rural development model that are the essential foundation of
mechanisms for
permanent emissions reductions. Many tropical states are already
attracting private
demonstrating that it is possible to greatly reduce emissions from
sector investors and
deforestation and forest degradation while increasing production of
project developers
crops, livestock and timber through effective alignment of policies, law
enforcement, and infrastructure. In other words, jurisdictional REDD+
is closely analogous to cap-and-trade programs aimed at reducing emissions from fossil fuels in that they
are achieving permanent changes in land-use systems that greatly reduce deforestation, forest
degradation, and associated emissions.
1. Determining the Scope of REDD+: Policy makers must consider the types of forest carbon
emissions and atmospheric removals that will be required and/or allowed as offsets, and the timing by
which each type of emission/removal should be included, and ultimately credited, in a cap-and-trade
program. Forest carbon programs can reduce atmospheric carbon by lowering emissions from
deforestation and/or forest degradation, or by removing carbon from the atmosphere through the
enhancement of carbon stocks (e.g., through forest restoration) in degraded forests or previously forested
areas.	
  	
  	
  
Recommendations: Partner Jurisdictions should account for emissions from deforestation and forest
degradation (REDD) in their jurisdictional REDD+ programs, adding removals through carbon stock
enhancement if and when it is deemed appropriate by both California and the partner
jurisdiction. Comprehensively accounting for both deforestation and degradation at the outset increases
the atmospheric integrity of the system. For its part, California should initially focus its sector-wide
international offset system on emissions reductions from deforestation and forest degradation and be
ready to include carbon stock enhancement as Partner Jurisdictions develop robust monitoring.
2. Reference Levels, Additionality and Own Effort: The integrity of REDD+ as an international
offset within California will depend upon jurisdiction-wide accounting of emissions and on the
additionality of the reductions and removals that are achieved by the jurisdictional REDD+ program.
The reduction of emissions or the increase of removals achieved by a Partner Jurisdiction are additional if
they would not have occurred in the absence of the REDD+ program. The key instrument for assessing
additionality is the emissions Reference Level (RL), which is the best estimate of future forest carbon
emissions and removals of a Partner Jurisdiction in the absence of the REDD+ program. Measured
emissions that fall below the RL, and measured removals that fall above the RL, are considered additional.
Partner Jurisdictions should also demonstrate their “own effort” in achieving part of these reductions to
increase the contribution of the offset program to climate change mitigation.
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Recommendations: Reference levels (RL) should be established at the beginning of the program, with
the Partner Jurisdiction choosing a ten-year reference period between 1995-2010, and taking an average
of the of the annual emissions from that period using the best available data. Under certain circumstances,
the RL may be adjusted from the historical average to account for rigorously-justified state-specific
circumstances. In addition, jurisdictions should demonstrate their own effort at reducing emissions by
reducing GHGs beyond what is credited within California’s cap-and-trade program. Alternatively, a
Partner Jurisdiction may demonstrate its own effort at reducing emissions through progress already made
in achieved emissions reductions that is not compensated through a pay-for-performance mechanism. In
any case, own effort reductions should be measured and reported.
3. REDD+ Architecture: Architecture refers to the key elements
any Partner Jurisdiction should address in designing a compliance-grade REDD+ program that could
generate emissions reductions capable of being recognized in a cap-and-trade program such as the one
being developed in California.
a. Crediting Pathways and Nested Crediting: Crediting
for REDD+ offsets will require a clearly defined pathway
and set of responsibilities to navigate the legal and
quality control issues that surround such offsets.
REDD+ regulations will need to specify who will issue
REDD+ credits or allowances, to whom, and how those
credits will be issued, registered, and tracked. Clarifying
the crediting pathway is important because it can affect
the design of REDD+ programs and any provisions in a
cap-and-trade program that would allow offsets for
emissions reductions achieved under such a program.
Recommendations: California should recognize
credits issued by Partner Jurisdictions or approved
third-party programs that meet California’s
requirements. Such recognized credits would then be
eligible for conversion into California compliance
instruments. Jurisdictions should decide what will be
eligible for crediting (state-wide efforts only, nested
projects only, or both scales of policies and measures).
Where nested projects may be credited, the REDD+
program should clearly specify how atmospheric
integrity will be maintained if projects achieve emissions
reductions but the jurisdiction does not, since
performance and credit issuance in the REDD+ program,
in these recommendations, are ultimately assessed at the
jurisdictional level.

PARTNER JURISDICTION
CHECKLIST

☐

Jurisdictional accounting with a
Reference Level based on a 10year average of annual emissions
chosen from between 1995-2010

☐

Measuring and monitoring both
Deforestation and Forest
Degradation, with uncertainty
levels that meet California's
minimum standards

☐

Functioning and comprehensive
registry system for reporting and
verifying forest carbon emissions
and reductions

☐

Demonstrated voluntary effort in
reducing emissions (un-credited
emissions reductions)

☐

Framework for measuring and
mitigating interstate leakage

☐

Mechanism(s) for managing
performance reversals

☐

Legal infrastructure to clarify what
entities can own emissions
reductions

b. Registry Infrastructure: Registries are an important
Strong social and environmental
part of the infrastructure necessary to support any
safeguards that meet global besttrading system for reducing GHG emissions. A registry
practice standards, including a
is essentially a database used to track information
robust grievance mechanism
necessary to ensure that regulated entities comply with
the requirements of a cap-and-trade system. The basic function of an emissions trading registry is
to track the allocation and transfer of tradable compliance units (i.e., allowances, credits, or
permits) among regulated entities. Regarding offsets, a database must be maintained containing
information on verified jurisdictional GHG reductions and/or removals , and where nested projects
are involved, descriptive project details (project type, location, name, size, etc.) as well as
monitoring data and verification reports. Systems are also needed to issue and track the transfer of
offset credits (equivalent to allowance tracking systems).

☐
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Recommendations: Partner jurisdictions should be responsible for designing and establishing
their own carbon accounting and registry systems that meet these criteria, unless the jurisdictional
program is comprehensively managed within a national registry that meets the above criteria The
Administrator should work with Partner Jurisdictions to establish minimum operating standards
and security procedures for REDD+ registries in order to ensure the integrity of the Administrator’s
offset market. These standards and security procedures should be periodically reviewed and
evaluated, and registry administrators should be regularly audited to ensure that standards and
procedures are consistently and effectively applied.
c. State-level accounting: Emissions reductions and increased removals that are credited within a
REDD+ program must be above and beyond what would have happened in the absence of the
REDD+ program to ensure the atmospheric integrity of any cap-and-trade program that uses
offsets. Transparent state-level accounting systems must be established to ensure the overall
integrity of these reductions and removals and, where relevant, to control for leakage, reversals, and
double-counting. For nested projects, accounting will also need to occur at the project level to
ensure environmental integrity and for purposes of reconciling project level performance with
jurisdictional performance.
i. Leakage: Leakage refers to any net increase in GHG emissions (or reductions in
atmospheric removals) occurring outside of the REDD+ program or nested projects as a
result of the REDD+ policies and measures that are implemented. The risk of leakage is
lowest for REDD+ programs that reduce deforestation while increasing production on
already-cleared land of the crops and livestock that drive deforestation; similarly the risk of
leakage is lowest for programs that reduce forest degradation while increasing production of
timber through reduced impact forest management or tree planting.
Recommendations: Jurisdictions should establish robust frameworks and mechanisms
for managing and mitigating potential displacements and for detecting and accounting for
any residual leakage beyond state borders. Partner Jurisdictions should demonstrate that
drivers, agents and causes of deforestation are directly addressed by the jurisdictional
program within the state/province boundaries. Where economically relevant, California
should recommend that Partner Jurisdictions reduce the risk of leakage by demonstrating
production of crops and livestock at a business-as-usual rate as they lower deforestation and
forest degradation.
ii. Reversals: California’s decision to focus its REDD+ offset provisions on sector-wide
systems brings with it many advantages for achieving robust emissions reductions with a low
likelihood of performance reversals, which could occur if emissions rose above state-wide
reference levels at some point in the future (including over the long run). First, on the scale
front, increases in emissions in one location may be made up by greater emissions reductions
achieved elsewhere in the state. Second, crediting to Partner Jurisdictions is based on statewide emissions reductions that require policy reform, law enforcement, and changes in the
rural development model that address the underlying causes of both deforestation and
degradation (incl. logging and fire). These advantages greatly reduce the reversal risk
associated with jurisdictional REDD+ programs compared to project-only approaches. From
time to time, forests may be affected by major natural disturbances (e.g., droughts or
hurricanes) that affect wide areas. Carbon accounting for these kinds of disturbances may be
managed in different ways including through reference level adjustments under certain
circumstances and/or using buffer pools to compensate for losses.
Recommendations: Partner Jurisdictions should develop and adopt mechanisms for
robustly and fairly managing performance reversal risk. Emissions from major natural
disturbances should be addressed in ways that ensure atmospheric integrity without unfairly
penalizing Partner Jurisdictions or affected projects.
iii. Double Counting: Double counting of GHG emission reductions occurs when credits are
given more than once for the same reduction. There are three types of double counting that
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may be a concern for sub-national REDD+ programs: Crediting REDD+ emission reductions
that are also being credited under separate voluntary or regulatory offset programs; crediting
sub-national REDD+ emission reductions that are also being credited under a national
REDD+ program or initiative; and issuing credits to more than one entity for the same
emission reductions within a sub-national REDD+ program, e.g., to both the jurisdiction and
a nested project.
Recommendations: Partner jurisdictions should clarify, through laws or regulations,
which entities may legally claim ownership of REDD+ emission reductions or removals and
work closely with national government agencies to ensure that their programs are recognized
and properly integrated with national efforts, if and when the national program is at a
sufficiently advanced stage to enable integration. In the case that the national program is not
yet in a position to integrate the jurisdictional program, it is recommended that the
jurisdiction receive a letter of non-objection from the national government, to demonstrate
awareness of the jurisdictional program, and eliminate the possibility of future doublecounting. Furthermore, Partner Jurisdictions allowing the crediting of nested projects must
establish integrated accounting frameworks to ensure there is no double counting.
d. Measurement, Monitoring, Reporting and Verification (MMRV): An important element in
any strategy to reduce GHG emissions is a MMRV system that ensures all parties involved are
only credited for the actual emissions reductions they achieve. MMRV systems include collecting
necessary data for quantifying and tracking changes in GHG emissions; providing accurate,
regular, and reliable assessments of GHG emissions and relevant policies and measures; and
verifying reports as accurate and comprehensive.
Recommendations: Rigorous measuring and monitoring should be ensured by establishing a
sliding scale discount, whereby higher levels of measurement uncertainty would result in fewer
emission reductions being credited, thus providing a strong impetus for improvements in
measurement and monitoring. An uncertainty threshold, based on what California considers
acceptable, could be established above which no credits would be issued.
Validation of each jurisdiction’s methodology for measuring and reporting should occur at the
outset of the program, and periodically thereafter. As part of the jurisdiction’s methodology for
measuring and reporting, independent, third-party verification of GHG reductions should occur
as a precondition of crediting and at intervals of no more than five years thereafter. Verification
would be conducted according to the methodology outlined in the validation at the start of the
program. MMRV for nested projects should be comparable with jurisdiction-wide MMRV.
e. Development and Recognition of Safeguards: Environmental and social safeguards have
moved in recent years from the periphery to the center of the debate on REDD+. The enhanced
attention to safeguards stems from the strengthening empirical case that clear land rights and
secure resource tenure, effective consultation processes, the development of progress indicators
relevant to local needs, and the availability of a grievance mechanism are necessary preconditions for the ultimate success of REDD+ programs.
Recommendations: California should condition the acceptance of any REDD+ offsets on
demonstration by partner jurisdictions that their respective REDD+ programs include strong
social and environmental safeguards that meet best-practice global standards. REDD+ programs
should establish and implement social and environmental safeguards to ensure that carbon
emissions reductions are achieved in a manner that protects and enhances the rights and interests
of local, forest-dependent communities (including indigenous peoples), supports rural livelihoods,
and does not damage ecological systems. A basic premise is that Partner Jurisdictions should
work to achieve high social and environmental integrity and performance by meeting the
safeguards found in Annex 1 of the UNFCCC Cancun Agreement and emerging best-practice
standards, in particular the REDD+ Social & Environmental Standards (SES). States should
define their own benchmarks and performance indicators for implementing the REDD+ SES—
including a transparent, public process for developing REDD+ policy measures—and monitor and
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publicly report on them. Jurisdictions should develop adequate grievance mechanisms, and
report on grievances received, and how they have been responded to and resolved, including any
redress/remedy. Jurisdictions must also recognize and respect indigenous peoples’ rights in any
REDD+ programs.

Legal Frameworks and Linkage Options
Establishing provisions within the California cap-and-trade regulations to govern the acceptance of
REDD+ offsets from foreign jurisdictions implicates a host of legal issues for California as well as for any
foreign jurisdictions that might decide to link with the California system. In California, for example, new
legislation requires the Governor to make certain “linkage findings” regarding program stringency and
enforceability in any partner jurisdictions before any such linkage can proceed. Moreover, because Acre,
California, and Chiapas all operate within larger federal systems of government, careful attention must be
paid to federal statutory and constitutional constraints on any effort by these states to link their emerging
GHG mitigation efforts. Thus, any linkage arrangement that operates as a binding agreement or
resembles a treaty as understood under public international law would run afoul of constitutional
provisions in Brazil, Mexico, and the United States that prohibit states from entering into such
agreements. Any such linkage would also need to be constituted so as not to impinge upon exclusive
federal authority over foreign affairs and international commerce in these countries. Because this is a
relatively novel and dynamic area of the law, this document will need to be updated pending new legal
developments. In Brazil, for example, the REDD+ Federal Program is currently under active debate.
Likewise, California and Quebec are actively pursuing linkage of their cap-and-trade programs through
the WCI. The outcome of these two processes (Brazil and California/Quebec) will likely have considerable
relevance for linkage in the context of REDD+.
1. Linkage Options: Given the various legal constraints and pending new legal developments, the
simplest path forward regarding linkage is a non-binding Memorandum-of-Understanding (MOU)
between the relevant jurisdictions that provides for mutual recognition of the substantive elements,
procedural requirements, and institutional design of REDD+ programs in Acre, Chiapas, and/or other
partner jurisdictions on the one hand and the relevant California regulations regarding international
sector-based REDD+ offsets on the other. The MOU would provide that the individual states (the parties
to the MOU) would proceed with rulemakings in their respective jurisdictions to adopt the relevant
regulations necessary to implement the various provisions identified in the MOU. Upon entry into force
of the relevant regulations in each jurisdiction and appropriate verification, credits issued for verified
emissions reductions under the relevant jurisdiction’s REDD+ program (i.e., Acre’s program) would be
deemed eligible for conversion into California compliance instruments (offsets) for use by regulated
entities in California. An alternative to this approach would involve “indirect” linkage through a thirdparty offsets provider or standards organization such as American Carbon Registry (ACR), Climate Action
Reserve (CAR) or Verified Carbon Standard (VCS) or through an independent organization formed to
facilitate such linkage such as WCI, Inc. This approach would likely also require some form of overarching
MOU between the relevant jurisdictions to specify the conditions and requirements for eligibility, but
each jurisdiction (e.g., California and Acre) would also engage directly with the relevant third-party
organization.
Recommendations: California and its partner jurisdictions should avoid any sort of linkage
arrangement that purports to operate as a “binding,” treaty-like agreement as understood under public
international law. To the extent possible, California and its partner jurisdictions should pursue linkage
arrangements that are consistent with those that are being developed in the context of the WCI.
California and its partner jurisdictions should consider adopting a non-binding MOU that provides for
mutual recognition of the substantive elements, procedural requirements, and institutional design of
REDD+ programs in partner jurisdictions on the one hand and the corresponding requirements for
sector-based REDD+ offsets in California. The MOU should provide that the individual states (the parties
to the MOU) would proceed with rulemakings in their respective jurisdictions to adopt the relevant
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regulations necessary to implement the various provisions identified in the MOU. The adoption and
implementation of such regulations should be verified by independent third parties.
2. Enforceability: All offsets accepted into the California compliance market are required by AB 32 to be
“enforceable.” The “linkage findings” that the Governor must make before any linkage can proceed also
require specific findings regarding enforceability in any linked program. Any partner jurisdiction that is
interested in linking its program with the California cap-and-trade system will therefore need to
demonstrate the requisite level of enforceability under its program. Under its own domestic offsets
program, California has also adopted certain liability provisions for invalidated offsets, some of which are
problematic in the context of international offsets. Specifically, the current provisions regarding forest
owner liability for invalidated offsets generated from domestic forest offset projects will not work in the
international context, as California will be unable to enforce against foreign owners of forest land in
foreign jurisdictions. But the general background liability rule for the California offsets program (what is
sometimes referred to as buyer liability), under which regulated entities are liable for invalidated offsets
that they have tendered for compliance, could serve, with some modifications and perhaps with the use of
buffers as a first line of defense, to ensure the enforceability of international offsets from jurisdictional
REDD+ programs. Under such a system, regulated entities will almost certainly need to find means to
transfer such liability through contractual arrangements with the relevant REDD+ program (such as
through an arrangement with the public/private company that will manage Acre’s REDD+ program) or
through insurance or other means.
Recommendations: Partner jurisdictions interested in linking with California should enact relevant
laws necessary to ensure that the domestic requirements of their jurisdictional REDD+ programs are
enforceable in a manner sufficient to satisfy the enforceability requirements that are included in the
“linkage findings” that must be made by the Governor of California before linkage can proceed. California
should use its general buyer liability provision for offsets to further ensure enforceability of sector-based
REDD+ offsets. Partner jurisdictions should consider innovative public and private institutions such as
Acre’s Company that are capable of entering into public and private commercial relations with credit
buyers and assuming relevant liabilities.
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Section 1: Introduction
1.1

Climate Change and Tropical Forests

Climate change is one of the greatest challenges facing humanity. There is broad scientific consensus that
rising greenhouse gas (GHG) concentrations in the atmosphere will likely bring increasingly extreme
weather events, sea level rise, forest diebacks, species extinctions, the retreat of glaciers and polar ice caps,
and the collapse of important agricultural regions.1 California will suffer as well. Extreme heat in urban
centers, severe reductions in the Sierra snowpack, many more wildfires, and an increase in ozone
pollution are just some of the effects that climate change will probably cause in the state.2
The amount of damage and suffering that climate change causes in California and globally will depend in
large part upon our success in slowing global emissions of GHGs to the atmosphere. The United Nations
established the Framework Convention on Climate Change (UNFCCC) in 1992 to develop international
mechanisms for lowering GHG emissions. The UNFCCC has been implemented, initially, by way of the
Kyoto Protocol through which several industrialized nations (although not the US) have adopted
emissions reductions targets during an initial compliance period running from 2008 through 2012. These
modest commitments were to be followed by a new international agreement involving deeper emissions
reductions. Negotiations within the UNFCCC have failed to produce this more robust approach to climate
change mitigation, however. Binding commitments to reduce emissions at the scale that will be needed to
avoid dangerous climate change have now been pushed off until 2020 at the earliest.
One of the most advanced components of the elusive new international climate change treaty is a
mechanism that would compensate tropical nations that succeed in substantially reducing their GHG
3
emissions from forests. Through this mechanism, which is called “REDD+” , performance-based revenues
would eventually flow to nations that (a) reduce their GHG emissions associated with deforestation
(forest conversion to crops and pasture) and forest degradation (caused by logging and fire), and/or (b)
increase their GHG removals from the atmosphere through forest carbon enhancement (e.g. tree planting,
forest regeneration, forest restoration). Deforestation and forest degradation are concentrated in the
Tropics (Figure 1.1) and represent 15% of global GHG emissions—more than all the world’s cars, trucks,
planes, ships, trains and buses combined.

Figure 1.1. Map of original area of tropical rainforests.

	
  

Many nations, states and provinces are not waiting for UNFCCC negotiations to finish, and are already
moving forward in the design and implementation of REDD+ programs. Of particular interest are those
programs that are jurisdiction-wide—that is, designed to operate across entire nations, states or provinces.
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Jurisdictional REDD+ programs differ from the stand-alone forest carbon projects tied to voluntary
markets that have been developed over the last decade or more to provide carbon-related incentives for
such interventions as the retirement of timber concessions, tree planting, and the creation of new forest
protected areas. These projects have been important laboratories of innovation, but have not provided
emissions reductions at the scale that is needed. In contrast, jurisdictional REDD+ programs seek largescale changes in the rural development model that intensify agricultural yields, re-direct agricultural
expansion away from forests and onto lands that have already been cleared, improve the livelihoods of
indigenous people and other economically-marginalized rural communities, strengthen and expand
networks of forest protected areas, and improve the conservation of soils, water resources, and
biodiversity. Jurisdictional REDD+ programs could potentially provide an efficient, pay-for-performance
mechanism for helping to drive this transition to “low emission” rural development, achieving significant
reductions in GHG emissions.
Jurisdictional REDD+ is advancing most rapidly within a novel alliance of 19 states and provinces that are
working together as the Governors’ Climate and Forests Task Force (GCF) (Figure 1.2). Launched in 2009
on the heels of an historic meeting of governors in Los Angeles, the GCF includes tropical states and
provinces from Brazil, Indonesia, Mexico, Peru and Nigeria. More than one fifth of the world’s tropical
forests are found within GCF member states including more than three-fourths of the forests of the
Brazilian Amazon region and half of the forests of Indonesia.

	
  

	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  

1.2

Figure 1.2. States and provinces of the Governors’ Climate and Forests Task Force (GCF).

	
  

Progress Addressing Key Issues Facing REDD+	
  

1.2.1 The	
  core	
  requirements	
  of	
  jurisdictional	
  REDD+
Reducing deforestation and forest degradation across entire states and provinces is not a trivial task.
Throughout history, forested nations of the world have logged and cleared the vast majority of their forest
estates for timber and other forest products, to clear land for farming and livestock, and to provide
homesteads to land-seeking farmers. Nations that still retain a substantial fraction of their old growth
forests do so largely because these forests are inappropriate for conversion to agriculture or harvest for
timber (the case for many of the boreal forests), or because the expanding frontier of resource extraction
and agricultural expansion has not yet arrived (the case for many tropical forests). Forests are cleared or
degraded as a consequence of global economic forces, including the demand for timber, pulpwood, beef,
soybeans, and palm oil. The supermarket shelves of California have numerous products with ingredients
grown on tropical forest soils. Conversion and degradation is also driven by local and regional economic
and social forces, including markets for food staples and timber, and small-scale farmers seeking to carve
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a living from the land. Slowing or eliminating deforestation while providing for economic development
means addressing these underlying drivers while securing the conditions for continuing economic and
social development.
Jurisdictional REDD+ programs are shifting the rural development model towards sustainable, forestmaintaining pathways that are lowering GHG emissions, improving rural livelihoods, and maintaining or
restoring native ecosystems, biodiversity, soils and water systems. In a recent analysis of the progress of
4
GCF states and provinces, several key elements were identified as essential building blocks for successful
jurisdictional REDD+. These include:
•

Demonstrate emissions reductions across the jurisdiction
o Establish a reference level and emission reduction target
o Establish a reliable system for measuring, monitoring, reporting and validation
o Design and implement a fast-track plan for reducing emissions
o Harmonize national, state/provincial, and project-level emissions reductions

•

Demonstrate social and economic benefits
o Consult with full range of forest stakeholders
o Identify the principle needs/demands of low-income or otherwise vulnerable groups
o Design and implement programs for addressing needs and delivering benefits to vulnerable
groups

•

Demonstrate environmental benefits
o Slow deforestation and forest degradation; speed forest regeneration and restoration; plant
trees
o Evaluate and open for consultation “risky” components of REDD+ programs (e.g. industrial
tree plantations)

• Establish a legal and institutional framework for supporting the transition to low-emission rural
development
• Attract financing
• Implement a system for tracking emissions reductions and offsets
Important progress has been made by GCF states towards achieving these elements, although no state has
in place all of the building blocks. Several advances have taken place in recent years that are accelerating
the development of implementation of jurisdictional REDD+ and overcoming obstacles, as described here.
1.2.2
Who will pay the bill?	
  
Issue: The international community has a long track record of asking tropical nations to protect their
forests without providing effective means for financing this protection.
Progress: There is a new sense of shared responsibility and urgency in both tropical and non-tropical
forest countries to address the issue. Shared responsibility is necessary since demand for forest-related
products is as close as our supermarket shelves, implicating all of us in the continued destruction of
tropical forests. In addition to the UNFCCC and national (Norway, Germany, USA and others)
commitments to REDD+ described above, the World Bank (through the Forest Carbon Partnership
Facility) and UN-REDD (involving three United Nations agencies—the UN Development Program, the
Food and Agriculture Organization, and the UN Environment Program) have been supporting REDD+
readiness activities in tropical forest countries to reduce deforestation. This near-term finance for REDD+
is providing important investments in REDD+ readiness with some pilot pay-for-performance finance
mechanisms in operation, mostly through Norway. Robust performance-based REDD+ finance
mechanisms are needed for 2015 and beyond.
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1.2.3
Can we measure forest carbon emissions?	
  
The Issue: If tropical nations and states are unable to accurately quantify emissions of forest carbon to
the atmosphere, then there is no basis for establishing a pay-for-performance mechanism, such as the AB
32 offset provision.
Progress: Our ability to reliably monitor carbon emissions to the atmosphere associated with tropical
deforestation and forest degradation has improved greatly in recent years. Such capabilities complement
the general move toward state - and national-level forest carbon accounting frameworks, providing an
essential part of the foundation for efforts to measure deforestation over large areas and relative to
historical trends in a manner that is transparent and publicly available at low cost. Ground-level
inventories are still needed to complement satellite- and airplane-based observations in order to translate
changes in forest cover to carbon emissions. Collectively, these efforts now provide transparent
methodologies to measure, monitor, report and verify that GHG reductions are occurring from reduced
deforestation.
1.2.4 Will indigenous peoples and rural communities be negatively affected?
The Issue: Many strategies for fostering forest conservation in tropical states and nations have neglected
to effectively engage indigenous and traditional peoples who live in these forests, or smallholder groups
who are vulnerable to displacement.
Progress: There is a growing recognition around the world that efforts to link reduced deforestation in
climate policy (at whatever level) will only succeed if local forest-dependent peoples and other
stakeholders are included in the decision-making process and share in the benefits. Within the UNFCCC,
in national programs, among donors, and at the project level, provisions to ensure protection of rights and
interests of local communities, participation and consultation of forest-dependent communities and
indigenous peoples in affected areas, and sharing of benefits with local stakeholders is being included. As
a result, it is clear that any program linking climate policies, as proposed in this document, should develop
and propose mechanisms for ensuring that such safeguards are implemented.
1.2.5

Can tropical nations and states succeed in lowering emissions from deforestation and forest
degradation at scale?
The Issue: Is it possible for tropical nations to reduce their emissions of carbon from deforestation and
forest degradation, given the poor track record of nations in controlling the expansion of their agricultural
and timber frontiers into their forest estates?

Progress: Tropical national and subnational governments have already achieved significant reductions in
GHG emissions by implementing policies and programs to reduce deforestation. The states and provinces
of the GCF, for example, have already achieved globally significant reductions in GHGs by steeply
lowering their rates of deforestation. In the GCF states of the Brazilian Amazon alone, deforestation has
declined to 24% of its average for the ten-year period ending in 2005 (Figure 1.3). This remarkable
decline was possible through a combination of policy interventions from both federal and state
governments (e.g. suspending agricultural loan programs to farmers in counties with high levels of
deforestation) and market interventions (e.g. moratoria against soy and beef produced on recently-cleared
land). It is very significant, too, that this reduction in deforestation was achieved while continuing to
expand the cattle herd and soy production—the two most important drivers of deforestation in the region
(Figure 1.3). This has been possible through the intensification of beef production, allowing crop
expansion to take place onto former pastures. The decline in deforestation GCF states of Brazil
represents a 1.8% decline in global anthropogenic GHG emissions.
The historical achievement of the GCF states in Brazil and the significant strides that other GCF states
have been making toward jurisdictional REDD+ are at risk. Delays in UNFCCC negotiations have
diminished hope among political leaders, farmers, indigenous groups, and smallholder communities that
there will ever be positive incentives at scale for the enormous transition in rural development models
that is underway in the Amazon and elsewhere, and the climate mitigation that this transition is achieving.
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The major source of funding today for governments that are embarking upon this transition is four billion
dollars in interim REDD+ finance commitments that were made by Norway, Germany, the US, the UK,
Japan, and other nations to provide a temporary bridge until an international finance mechanism is in
place. For example, Norway alone has made a one billion dollar commitment of performance-based
finance to both Brazil and Indonesia. As these nations succeed in lowering their deforestation, the money
is disbursed. This finance has provided crucial funding for some GCF states in Brazil as they develop and
begin to implement their jurisdictional REDD+ programs, but has yet to be disbursed in Indonesia and is
insufficient to sustain the broader transition to low emission rural development.

Figure 1.3. Annual deforestation, the size of the cattle herd, and soybean production in the GCF states of the Brazilian Amazon. As
of July 2012, deforestation in these states had declined to 24% of the ten-year average ending in 2005, even as the cattle herd and
soybean production continued to grow. This decline represents a 1.8% decline in global anthropogenic emissions, but has received
few incentives from the international community. Note: this graph also includes Rondonia, which is not a GCF state.	
  

1.3

REDD+ and California	
  

It is in the context of these bold but fragile steps taken to achieve globally significant reductions in GHG
emissions from deforestation and forest degradation that California is examining the possibility of linking
its cap-and-trade program with jurisdictional REDD+ programs. As a founding member of the GCF and
through its leadership in the Western Climate Initiative (WCI) and other processes, California has been at
the forefront of global efforts to link GHG mitigation efforts throughout the world. This sort of bottom-up
approach offers a critical path forward in the face of a deeply fragmented climate policy landscape.
In the case of REDD+, California has been working with its GCF partners and through the MOU with Acre
and Chiapas to understand the challenges and opportunities of linking emerging jurisdictional REDD+
programs with its cap-and-trade system. To that effect, it has already adopted, as part of its existing capand-trade regulations, provisions that allow for the possibility of international sector-based offsets and
specifically identify REDD+ as the first such sector for consideration. A decision by California to move
forward with such provisions, elaborating them through additional regulations, would send a powerful
signal given that California is the only GHG compliance system in the world today that is actively
considering the inclusion of REDD+ in its program.
Although California’s provisions for international sector-based offsets would only allow a total of
approximately 100 million tons of CO2 offsets during the first three compliance periods5—compared to
more than 2 billion tons of CO2 emissions reductions already achieved in the Brazilian Amazon alone
(Figure 1.3)—its importance to REDD+ goes far beyond the potential volume. Rather, AB 32 represents a
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concrete example of a policy that could deliver an injection of initial funding into REDD+ programs as it
informs other REDD+ funding mechanisms under consideration in Japan, Australia, New Zealand, and
elsewhere. California’s decision on a REDD+ international offset mechanism will influence the decisions
being made by several GCF governors today: does it make sense to continue to develop jurisdictional
REDD+ programs? This report highlights recommendations for how the State of California in the United
States, the State of Acre in Brazil and the State of Chiapas in Mexico can work to create a new framework
for REDD.

Creation of the REDD Offset Working Group (ROW)

1.4

In 2010 a Memorandum of Understanding (MOU) was signed by the states of California, Chiapas and
Acre to cooperate on conserving forest resources while reducing GHGs (see www.stateredd.org for MOU
and background information). A key goal of all signatories was to link California’s cap and trade
compliance system with reduced deforestation efforts in Acre and Chiapas through the use of carbon
offsets.
At the time of the signing, none of the states had internal capacity to assess how and when each state
could link to the other’s climate programs so they requested that a panel of experts help them. This panel,
called the “REDD Offset Working Group” (ROW), was established with state representatives (as
observers) and technical experts (who have served on the ROW as individuals, not as institutional
representatives) to draft options and recommendations for the states to consider. This report is the
culmination of two years of informal deliberations by this group to answer three basic questions:
1.

What legal and institutional mechanisms are required to enable cap and trade programs like
California to recognize international REDD-based offsets for compliance purposes?

2. What are the key policy considerations a REDD+ program should address to achieve the level of
performance needed for California to recognize the REDD-based offsets for compliance purposes?
3. What should be the basis for judging the performance of the states in reducing carbon emissions
from deforestation and forest degradation or increasing carbon removals by forests?
The ROW approached these questions grounded in core operating principles. Although the
recommendations prepared by the ROW specifically targeted the REDD+ programs under development in
Acre and Chiapas, the ROW considered as well the broader applicability of the recommendations to other
states in the GCF and to other jurisdictional REDD+ programs under development outside of the GCF.
The ROW also sought to maximize the compatibility of the recommendations with the agreements made
on REDD+ within the UNFCCC without importing into the recommendations the aspects of these
agreements that could be impede to progress of Acre, Chiapas, and the broader GCF to successfully
develop and implement jurisdictional REDD+ programs that could provide globally significant reductions
in GHG emissions. Finally, the ROW assumed that project-level REDD+ activities could be included in
the recommendations, but only if nested into jurisdictional REDD+ programs.
It is important to emphasize that the recommendations in this report have not been
formally endorsed by any single state. Each MOU state will have to decide whether and
how it wants to use these recommendations and would need to follow official rulemaking processes to formally adopt any of these recommendations.

1.5

Why California, Chiapas and Acre?

The states of California, Chiapas, and Acre are very different in terms of their overall size, economies, and
political circumstances. Table 1.1 provides a brief snapshot of all three states for comparison. They are
similar in having progressive political leadership that has taken action to reduce its GHG emissions
through a host of innovative climate policies.
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Table 1.1. Comparison of the Political Economy of Acre, California and Chiapas

Acre

California

Chiapas

Map

Size

58,912	
  sq	
  mi

163,696	
  sq	
  mi

28,297	
  sq	
  mi

Population

732,793

38,041,430	
  (2012	
  est)

4,983,116

%	
  of	
  lands	
  in	
  
forests

90%

30%

40%

Key	
  climate	
  
policy

(Law	
  2.308:	
  2010)	
  State	
  
System	
  of	
  Incentives	
  for	
  
Environmental	
  Services

(2010)	
  Climate	
  Change	
  
(Assembly	
  Bill	
  32:	
  2006)	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  
Adaptation	
  and	
  Mitigation	
  
Global	
  Warming	
  Solutions	
  Act	
  
Law

Governor

Sebastião	
  Afonso	
  Viana	
  
Macedo	
  Neves

Jerry	
  Brown

Agency	
  
responsible	
  
for	
  climate	
  
mitigation
Gross	
  State	
  
Product

Acre	
  Regulatory	
  Dep.	
  of	
  
Environmental	
  Services,	
  
Institute	
  of	
  Climate	
  
Change	
  (IMC)
US$3.7	
  billion	
  (2008)

California	
  Air	
  Resources	
  Board

US$1.960	
  billion	
  (2011	
  est)

Manuel	
  Velasco	
  Coello

Chiapas	
  Secretariat	
  for	
  
Environment,	
  Housing	
  and	
  
Natural	
  History	
  
US$12.0	
  billion	
  (2008)

	
  
California is important in linking the three states due to the scale of its economy (8th in the world if
considered a country) and given its role in creating the world’s first cap and trade program for reducing
GHG emissions reductions that includes REDD+ as a possible source of international offsets. California
adopted a state law in 2006 (the Global Warming Solutions Act) to reduce their GHG emissions to 1990
levels by 2020. Figure 1.4 below shows how California is using a mix of standards and regulations to
promote the use of more renewable energy, low carbon fuels and clean cars.
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Figure 1.4: Total 2008 distribution of California GHG emissions & proposed California measures to reach AB 32 mandate. LCFS
stands for Low Carbon Fuel Standard, and is intended to reduce CO2 emissions by requiring the use of lower-carbon-intensity fuels.
High GWP stands for measures undertaken to reduce high global warming potential gases, referring to a class of greenhouse gases
that have a much greater impact per unit on climate change than CO2 emissions.

California’s cap and trade program covers all major sources of GHG emissions such as refineries, power
plants, industrial facilities, and transportation fuels. Regulated entities have flexibility in the cap and
trade program by choosing to reduce their own emissions, purchasing pollution allowances amongst other
polluters or purchasing a restricted number of pollution reductions called “offsets” from entities outside
of the capped sectors. As part of the offset regulations, California has included some general provisions
for international sector-based offsets and has specifically identified REDD+ as the first such sector for
consideration. These provisions would need to be elaborated with additional regulations and
complemented with some specific requirements regarding linkage (see Section 3 below on Legal
Frameworks and Linkage Options) before any such offsets could be accepted into the California cap-andtrade system. The current regulations (§ 95994) identify the following criteria for “sector-based offset
crediting programs”:
(1) Sector Plan. The host jurisdiction has established a plan for reducing emissions from the
sector.
(2) Monitoring, Reporting, Verification, and Enforcement. The program includes a transparent
system that regularly monitors, inventories, reports, verifies, and maintains accounting for
emission reductions across the program's entire sector, as well as maintains enforcement
capability over its reference activity producing credits.
(3) Offset Criteria. The program has requirements to ensure that offset credits generated by the
program are real, additional, quantifiable, permanent, verifiable and enforceable.
(4) Sectoral Level Performance. The program includes a transparent system for determining and
reporting when it meets or exceeds its crediting baseline(s), and evaluating the performance of
the program's sector during each program's crediting period relative to the business as usual or
other emissions reference level.
(5) Public Participation and Participatory Management Mechanism. The program has established
a means for public participation and consultation in the program design process.
(6) Nested Approach. If applicable, the program includes:
(A) Offset project-specific requirements that establish methods to inventory, quantify,
monitor, verify, enforce, and account for all project-level activities
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(B) A system for reconciling offset project-based GHG reductions in sector-level
accounting from the host jurisdiction.
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As seen in figure 1.5 below, total projected demand for carbon offsets is estimated at around 203 million
metric tons from 2013-2020 based on the regulation allowing capped entities to satisfy up to 8% of their
total compliance obligation with offsets. Under the current regulations, international sector-based offsets,
like those from REDD+, could provide 25% of this allowable percentage of offsets before 2015, and 50%
after 2015, if approved by California. However, no international sector-based offsets can officially enter
the California system until California officially approves a methodology or linking arrangement with a
partner jurisdiction. There is currently no official international connection to California’s cap and trade
program, although there is a process underway to establish such an arrangement with the Province of
Quebec as part of the Western Climate Initiative.

	
  

Figure 1.5: Total number of potential offsets that can be used in California’s cap and trade program (Source: Winrock
International/American Carbon Registry

Acre is an important partner in linking with California since it is one of the most advanced REDD+
programs in the world. In 2010, Acre enacted its landmark Law 2.308/2010, creating a State System of
Incentives for Environmental Services (SISA), with REDD+ as the centerpiece. It provides an innovative,
jurisdiction-wide approach to low-carbon rural development. The SISA establishes a set of principles,
policies, institutions, and instruments for building an effective program for achieving environmental
sustainability through ecosystem services incentives. It is designed to promote public-private initiatives to
achieve the state’s goals with respect to ecosystem services. Notably, Acre established its SISA law through
in-depth consultation with local stakeholders and civil society, in compliance with national level REDD+
safeguards principles and criteria.
Chiapas is a key partner for linking due to its being the 8th largest state in Mexico with rich biodiversity in
its rainforests covering over 40% of the total area of the state. As a result, 30% of the superficial water in
the Mexico is contained in Chiapas and there are 47 Natural Protected Areas, which cover 19.8% of the
total surface area of the state. In 2009, the state government started the Climate Change Action Program
for the state of Chiapas (PACCCH), with the participation of many local and national actors. This effort
generated an analysis of past deforestation and forest degradation in the state and a state greenhouse gas
inventory. The institutional and legal framework for climate change mitigation and adaptation was
created through the publishing of the Climate Change Adaptation and Mitigation Law which establishes
the creation of a State Climate Change Commission, made up of 15 state government agencies, which is
responsible for state government coordination in the development and implementation of the climate
adaptation and mitigation policies, with the participation of the organized civil society.
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Section 2: Design Options for REDD+
Implementation as an AB 32 Offset
This section outlines a series of recommended solutions to some of the key challenges involved in
designing a jurisdictional REDD+ program capable of generating emissions reductions that could be
recognized in cap-and-trade programs such as the one being developed in California. Issues covered are:
SCOPE
What types of REDD+ carbon emissions reductions and increased removals should be included in the
program?
ADDITIONALITY, REFERENCE LEVELS AND CREDITING BASELINES
How will an emissions reference level be established against which emissions reductions and
increased removals will be measured and credits will be issued? How can this be done in a manner to
ensure additionality for purposes of a cap-and-trade program such as the one being developed in
California?
ACCOUNTING AND CREDITING
What mechanisms need to be established to accurately and transparently account for reductions in
forest-based carbon emissions and increases in atmospheric removals? And what mechanisms are
needed to issue and track REDD+ carbon credits? This includes sections on measuring, monitoring,
reporting and verifying (MMRV), crediting pathways and registries, as well as recommendations for
managing leakage, double counting, and permanence (reversals).
SOCIAL AND ENVIRONMENTAL SAFEGUARDS
What steps should be taken to maximize social and environmental benefits, and avoid social and
environmental risk?

2.1

Determining the Scope of REDD

Policy makers must consider the types of forest carbon emissions and atmospheric removals by forests
that will be required and/or allowed as offsets, and the timing at which each type of emission/removal
should be included, and ultimately credited, in a cap-and-trade program. Forest carbon programs can
reduce atmospheric carbon by lowering emissions from deforestation and/or forest degradation, or by
removing carbon from the atmosphere through the enhancement of carbon stocks (e.g., through tree
planting) in degraded forests or previously forested areas. This forest carbon can also be grouped into the
specific pools that are affected above ground such as leaves and branches, or below ground such as roots,
as well as pools of living biomass or dead and decaying biomass.
The types of forest carbon emissions and removals to be included in the program should reflect a number
of considerations, including, but not limited to: 1) the potential impacts on overall forest carbon
emissions; 2) the technical capacity to monitor relevant forest carbon emissions and removals; 3) the
potential social and ecological impacts of incorporating different types of emissions reductions and
removals (e.g., afforestation using non-native species); and 4) the degree of measurement uncertainty
associated with the emissions and removals and relevant carbon pools. This section addresses the first
two considerations, while the latter two considerations are addressed in sections 2.4 and 2.2.4
respectively.
This section addresses the following questions:
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1.

What kinds of emissions reductions and removals should be accounted for in the Partner
Jurisdiction REDD+ program, and when? Reducing deforestation, reducing forest degradation,
enhancing forest carbon stocks, or some combination of these emissions types?

2. Which forest carbon pools (above-ground biomass vs. below-ground biomass, live vs. dead)
should be included?
A. Issue Context
The acronym REDD+ encompasses reducing forest carbon emissions from deforestation and forest
degradation and increasing carbon removals from the atmosphere through forest regeneration, forest
restoration, tree planting, and the sustainable management of forests. Positive net emissions to the
atmosphere take place when forests are removed and/or converted to systems that contain less carbon
than the forests, or when forests are degraded through logging, fire, human use, or other activities. At the
same time, forests can also remove carbon dioxide from the atmosphere when management interventions
permit or accelerate the net accumulation of carbon from the atmosphere in trees through forest
regeneration, forest restoration, tree planting, or sustainable management of forests. This is sometimes
denoted by adding a “+” after REDD.
Table 2.1. Three types of forest carbon emissions to the atmosphere that are the focus of the ROW recommendations.

RED

D

+

Reductions in Deforestation

Reductions in Forest Degradation

Carbon Stock Enhancement

Reducing greenhouse gas
emissions by slowing or
stopping forest clearing or
the conversion to lowercarbon land uses.

Reducing greenhouse gas emissions
by slowing or stopping net carbon
emissions from forests caused by
logging, fire, or other humaninduced activities.6

Increasing forest carbon density (tons per
hectare) by accelerating forest
regeneration, forest restoration, planting
trees, and the sustainable management of
forests.

In addition to the different emissions types in Table 2.1, there are different “pools” of carbon that can be
included as part of their REDD+ program. Forest carbon can be divided among above-ground and belowground pools. Most emissions of forest carbon to the atmosphere are usually associated with deforestation
and forest degradation and reflect transfers from above-ground biomass (mostly tree trunks, but also
dead wood, branches, and leaves) to the atmosphere through decay or fire. These are also the easiest
emissions to measure. For these reasons, emissions associated with changes in the above-ground wood
carbon pool are usually the focus of programs designed to lower emissions from deforestation and forest
degradation.
Below-ground carbon pools (soil carbon, roots) are more difficult to measure. The soil carbon pool can
contain more carbon than above-ground pools, but usually changes far less in response to forest
conversion to crops or livestock, or logging, than above-ground carbon. The root carbon pool is usually a
small fraction (approximately one fifth) of the above-ground carbon pool in trees. One significant
exception is forests growing on peat soil, where changes in soil carbon may be significant. In jurisdictions
where forests growing on peat are included in the jurisdictional baseline, it is important that the
jurisdiction include the soil carbon pool where peat is present.
Like any measurements of greenhouse gas emissions to the atmosphere, the quantification of carbon
emissions associated with deforestation, forest degradation, and carbon accumulation in re-growing or
planted forests is not perfect, but it can be achieved within a range of uncertainty equivalent to other (e.g.
energy/industrial) sectors. These uncertainties must be understood and managed to protect the integrity
of any state’s climate program and to fairly compensate partner jurisdictions for real emission
reductions/removals. This issue is reviewed in Section 2.4.
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Because of the wide range of possible circumstances and interactions between deforestation and forest
degradation,7 REDD+ programs should in general be designed to facilitate the inclusion of all major
human-induced forest carbon emissions and removals as quickly as is technologically feasible. Accurately
measuring forest carbon stocks and changes in forest carbon stocks from both deforestation and forest
degradation before issuing REDD+ credit is the simplest way of accurately accounting for the largest
sources of emissions.
Measurement capabilities/capacity and other factors (e.g. data availability) may make it impractical to
include certain emissions types in a REDD+ program at the outset. However, it is important for a program
to ensure that at least its major sources of forest-related carbon emissions and removals are covered. For
this reason, it is recommended that any REDD+ program should, at the outset, include accounting for
major emissions sources, which in most cases includes emissions associated with the transfer of aboveground carbon pools to the atmosphere through both deforestation and forest degradation. The program
should have the option to include carbon stock enhancement should the REDD+ program have the
technical capacity to do so. This minimum requirement will cover the majority of emissions and removals
in Partner Jurisdictions.
Finally, REDD+ measures and policies associated with certain emissions reductions and increased
removals could create negative ecological or social impacts. For example, a program that seeks to increase
removals from the atmosphere by substituting low-carbon native vegetation, such as native grasslands or
savannas, with plantations of exotic (non-native), fast-growing tree species, could have negative ecological
consequences. Likewise, afforestation or reforestation programs could restrict access to land for
smallholders and other rural people. The potential for negative social and ecological impacts of REDD+
programs should be diminished through safeguard systems, discussed in Section 2.4.
B. Options
ISSUE	
  

OPTIONS	
  

PROS AND CONS	
  

Scope

No Restrictions

Pros

Allow Partner Jurisdictions to
participate with any of the three
emissions and removals of REDD+
(i.e., reducing emissions from
deforestation, reducing emissions
from degradation, and increasing
removals through enhancement of
stocks), in any sequence.

Greater flexibility for Partner Jurisdiction.

Minimum Scope Restrictions

Pros

Establish a minimum programmatic
achievement for Partner
Jurisdictions; for example, at a
minimum they must have developed
programs for reducing emissions from
deforestation (RED) or deforestation
and degradation (REDD).

Could increase atmospheric integrity of the program by reducing
the chance that emissions reductions are overestimated.

Cons
Risk of compromised atmospheric integrity by issuing offsets to
programs where emissions for non-covered emissions and
removals may be rising.

Cons
Could delay entry of some Partner Jurisdictions that do not yet
have the technical capacity to account for those minimum
emissions types (e.g., degradation).
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Major Emission Source Coverage

Pros

Require participating Partner
Jurisdictions to have, at the
minimum, a program to reduce
emissions from their major activity
source (deforestation, forest
degradation, etc.). Implicit in this
requirement is a rigorous analysis of
historical emissions to identify the
major activity source.

Could increase atmospheric integrity of the program by reducing
the chance that emissions are overestimated or underestimated.

Maximum Coverage

Pros

Require inclusion of all carbon
emission reductions or removals
(REDD+) at the outset of a program.

Maximum integrity of program.

Cons
Could delay entrance of some strong REDD+ programs as
jurisdictions analyze historical emissions.

Cons
Could considerably delay entrance of jurisdictions that have
developed strong programs.

C. Recommendations
1.

Partner Jurisdictions should account for emissions from all major sources at the start of the
REDD+ program, which, in the majority of jurisdictions, will mean accounting for both
deforestation and forest degradation (REDD). Removals through carbon stock enhancement can
be added by partner jurisdictions if and when it is deemed appropriate by both that jurisdiction
and California. Comprehensively accounting for both deforestation and degradation at the outset
increases the atmospheric integrity of the system. For its part, California should initially focus its
sector-wide international offset system on emissions reductions from deforestation and forest
degradation and be ready to include carbon stock enhancement as Partner
Jurisdictions develop robust monitoring.

2. In addition, jurisdictional programs should demonstrate that they account for carbon pools that
are expected to significantly change when deforestation or degradation takes place—in most cases,
this means the major above-ground carbon pools, although in some landscapes such as those with
peat soils, below-ground pools should be included.
3. California should be prepared to include carbon enhancement for crediting at the outset or at a
later date as Partner Jurisdictions demonstrate robust methodologies for measuring carbon
enhancement. While a comprehensive approach to include crediting of all types of emissions and
removals over time should be encouraged, carbon stock enhancement should only be included if
they meet minimum standards of measurement certainty as described in section 2.2.4.

2.2

Reference Levels, Additionality, and Own Effort

The integrity of REDD+ as an international offset within California’s AB 32 will depend upon jurisdictionwide accounting of emissions and on the additionality of the measures and policies that are financed
through offset payments. To be additional means that emissions reductions would not have occurred in
the absence of the REDD+ programs and the issuance of offsets or other mechanisms to finance these
8
programs . Partner Jurisdictions should also demonstrate their “own effort” in achieving part of these
reductions to increase the contribution of the offset program to climate change mitigation. In this section,
we review these closely related issues in the context of the principal approach for evaluating both: the
emissions Reference Level (RL).
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All emissions reductions regimes, whether
designed to reduce emissions from fossil
fuels or from deforestation, must designate a
level of emissions that defines the system’s
performance. Cap-and-trade systems, such
as those of California and the European
9
Union, employ the emissions levels of 1990
as the point relative to which future
emissions are capped and reduced over time.
Jurisdictional REDD+ programs similarly
establish an emission “Reference Level” as
the basis for determining performance in
achieving emissions reductions. The
Reference Level (RL) is the best estimate of
future emissions in the absence of the
REDD+ program. Given the higher year-toyear variation of emissions from
Figure 2.1 Hypothetical Reference Level based on historical emissions.
deforestation and forest degradation
compared to emissions from fossil fuel combustion, REDD+ programs usually adopt average emissions
across an historical period as the basis of the Reference Level (RL) below which emissions reductions are
10
counted (see Figure 2.1). Since the RL constitutes a legally defined benchmark for measuring
jurisdiction-wide emissions reductions, it serves an analogous role to the cap in a cap-and-trade system. A
cap serves as a binding limit on emissions, whereas a RL serves as a benchmark for quantifying reductions.
Both have legal force within their respective programs. While REDD+ programs do not currently include
penalties for failure to meet reductions targets, they do include legally enforceable sanctions against
illegal deforestation and forest degradation, and in the case of Brazil and Acre have achieved very
substantial emissions reductions while increasing agricultural production. These are real, verifiable and
additional reductions at the aggregate scale as under cap-and-trade programs.
There are various reference works and guidelines that may be helpful in defining RLs and crediting
baselines, which are consistent with the approach described above.11 States such as Acre, which has
achieved substantial reductions in emissions from deforestation, use methodologies consistent with the
internationally recognized best practices described in these references.
The following issues are addressed in this section:
1.

What is the best approach for establishing robust RLs?

2. Should Partner Jurisdictions be required to achieve a certain level of emissions reductions below
their RL before they are able to generate carbon offsets or “credits” from further emissions
reductions?
A. Issue Context
Reference Level Basics
The reference level (RL) is a key component of any REDD+ program because it is the basis for
determining additionality, and the amount of emissions reductions the program has achieved and could
deliver into the California international offsets system. The RL establishes what the business-as-usual
scenario is for forest sector emissions and removals in the Partner Jurisdiction, and when that
Jurisdiction, through its REDD+ program, lowers emissions to a level that falls below the RL (or the
crediting baseline, should it be set below the RL). It is the rigor used in setting the RL that is the single
best guarantee that these emissions reductions are additional. And it is the size of this difference between
the RL and measured emissions that determines the maximum amount of emissions reductions that could
be issued as offsets.
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The most rigorous RL is also often the
simplest. Deforestation and forest degradation
tend to vary from one year to another because
of a variety of economic and policy signals that
have nothing to do with a jurisdiction’s
REDD+ program. The best way to estimate the
RL is usually as a continuation into the future
of the historical emissions level averaged over
a period that is long enough to capture this
year-to-year variation. In some cases, it is
appropriate to adjust the historical emissions
average upward if there is a compelling,
scientifically rigorous reason that the
business-as-usual trend is towards
significantly higher rates of emissions. Major
new investments in highways across remote
forest regions that address critical
transportation needs, or substantially higher
profitability of forest conversion to crops or
livestock because of higher market demand,
are examples of possible reasons for upward
adjustments of the RL. Similarly, downward
adjustments may also be necessary under
some circumstances, e.g. if a jurisdiction is
simply running out of forests to clear or
degrade.

The Jurisdictional Approach
A key feature of jurisdictional REDD is the focus on the
state- or province-wide emission reference level, such as
those that Chiapas and Acre are developing and
implementing. By defining performance at the level of the
entire jurisdiction, the state or provincial government gains
a strong incentive and the necessary flexibility to achieve a
number of important goals. It can align policies, improve law
enforcement, institutionalize stakeholder consultation
processes and compliance with social and environmental
safeguards and strengthen or build new institutions to
increase the likelihood of success. In theory, such a
jurisdictional approach could be taken at the municipality
scale/level. However, implementing a REDD+ program at a
larger scale ensures many of the associated benefits of
jurisdictional REDD+.
From an environmental perspective, jurisdictional or sectoral
approaches to REDD have important advantages over standalone projects. Jurisdictional crediting accounts for
potential “leakage” (shifts of deforestation and emissions)
from one location to another within a jurisdiction in a way
that is not possible at smaller scales. Similarly, aggregating
emissions provides greater certainty that reductions
achieved are “additional,” as there is greater certainty over
the trend in overall deforestation across a large region
versus the likely fate of any particular piece of forest. In
addition, concerns over the “permanence” of any particular
project are diminished when the focus shifts to the
aggregate performance in a jurisdiction that is managing its
total emissions and that has the ability to enforce liabilities
for any reversals. Monitoring and measuring forest carbon at
a state or national level offers economies of scale and will
reduce per-unit costs. There are also important economies of
scale in terms of quantifying and managing risks that will
reduce costs. For example, costs will be lower when risks of
forest fires can be pooled over large regions, rather than
requiring each project to insure against such risks
independently.

Reference Level Principles
A variety of widely used guidelines for forest
carbon and land-use change accounting
generally agree on basic principles for the
preparation of RLs.12 These include
transparency, completeness, consistency,
comparability, and accuracy.

The simplest approach to the development of
reference levels is to adopt a single,
jurisdiction-wide RL, based on a jurisdictionwide estimation of carbon stocks, rates and
A critical element of the jurisdictional approach to REDD is
locations of land-use change, and carbon
the ability of jurisdictions to enforce legal contracts within
emissions associated with this land-use change,
their own systems. This gives recourse to both buyers and
13
over the period selected for the RL. As noted
sellers through established legal systems, obviating the need
above (see Scope), the kinds of land use
for complicated oversight systems and improving investor
change covered by REDD+ can be classed in
confidence.
three categories: deforestation, forest
degradation, and enhancement of carbon
stocks. A single RL can cover all three
categories, expressed in terms of both emissions and removals. To facilitate identification of sources of
emissions in the future, emissions and removals should be reported separately (including in the RL). The
procedures and methods used to formulate RLs should be documented so as to allow for independent
technical assessment by other jurisdictions or by third-party verifiers. This is covered further in section
2.2.4.
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Achieving comprehensiveness and accuracy in RL estimates, while ensuring efficiency (including cost
efficiency) in data collection, analysis, and program administration is one of the most important
challenges states must consider in establishing RLs. RLs will be more reliable and credible when they
include a greater number of sources of emissions and removals, a greater number of carbon pools, and the
data have a high degree of accuracy and precision; however, the complexity and cost of establishing RLs
will also increase correspondingly. Setting statistical criteria for evaluating RLs relative to the lower range
of a specified confidence interval creates a built-in reward for jurisdictions that improve the quality of
their data and estimates, and it facilitates analysis by Partner Jurisdictions of the value of these efforts
relative to the potential benefits.
In general, Partner Jurisdictions should be eligible for more credit the greater their ability to accurately
measure land use change and carbon stocks. Choices of which activities, carbon pools and emissions
factors to include in RLs are discussed further in section 2.1.
Demonstrating a Jurisdiction’s Own Effort

FIGURE 2.2 Crediting baseline below a hypothetical reference level, to
ensure a jurisdiction's own effort at reducing emissions. In some cases a
jurisdiction may have already demonstrated their own effort, and would
not need further reductions before crediting.	
  

FIGURE 2.3 Crediting baseline set equal to the reference level. This could
be the case if a jurisdiction has demonstrated its own, significant effort
to reduce emissions from deforestation and degradation prior to the
REDD program.
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While crediting a jurisdiction for its forest
emissions reductions is important, it is
also important for a jurisdiction to
demonstrate its own commitment to
reducing carbon emissions. REDD+ has
the potential to stimulate the development
of policies and programs in partner
jurisdictions that may generate emissions
reductions beyond those offset from
California. In this regard, the states of the
Brazilian Amazon have achieved emissions
reductions several times greater than the
European Union from 2005 - 2009, but
with only a tiny fraction of the funding.
This remarkable progress in lowering
emissions from deforestation in Brazil and
elsewhere is at risk, however, since positive
incentives have not been developed at scale.
In other words, AB 32 REDD+ offsets may
help secure emissions reductions many
times greater than the emissions that are
being offset.
One way a jurisdiction could demonstrate
its own effort and generate additional
benefits to the atmosphere is by
establishing a crediting baseline somewhat
below the reference level. This crediting
baseline would define the level of emissions
below which credits or offsets can be issued.
The Partner Jurisdiction selling credits
would have to achieve a certain amount of
reductions by itself, in other words,
therefore demonstrating its own effort to
reduce forest-related carbon emissions
before becoming eligible for offset credits.14
It is important to consider that the lower
this baseline is set, or the more aggressive
these “own effort” provisions are, the lower

the incentive will be for a jurisdiction to undertake creditable activities.
Several criteria could be used to establish a crediting baseline, including, for example, a flat percentage
reduction below the RL, or by defining the crediting baseline as the lower end of the RL’s confidence
interval. The second approach has an interesting effect of creating a positive incentive for the Partner
Jurisdiction to improve the quality of their emissions monitoring system, since higher confidence in the
estimates would result in a higher crediting baseline. Alternatively, the crediting baseline may be set at the
RL and the Partner Jurisdiction can demonstrate own effort through rigorous analysis that demonstrates
that the RL is conservative—e.g. that the true business-as-usual emission level is actually higher than the
benchmark adopted. This may be justified, for example, when a Partner Jurisdiction employs official data
from the national deforestation monitoring system to facilitate integration into the national REDD+
framework, even though the national monitoring system gives lower estimates of deforestation and
associated emissions than the Partner’s own, higher quality (more accurate) estimates. A Partner
Jurisdiction could also show own effort by setting aside credits in a buffer and/or retiring credits outside
of a market mechanism.
Regardless of how it is achieved, the un-credited effort undertaken by the jurisdiction to reduce emissions
should be still be accounted for, and California may choose to set a certain percentage of overall
reductions that should be “own effort”.
Jurisdictions that have established an RL, adopted a target, implemented policies to reduce
deforestation/degradation and are reducing deforestation/degradation in advance of supplying REDD+
credits to compliance carbon markets are clearly making their own efforts to reduce emissions, given the
15
very low likelihood that emissions reductions already achieved will be fully compensated . In cases such
as this, RL and crediting baseline could be the same (See Fig. 2.3). Since different jurisdictions have made
different levels of own effort to reduce deforestation and face different challenges, crediting baselines or
other own effort provisions should reflect the specific circumstances of each jurisdiction.
B.	
  Options	
  	
  
ISSUE

OPTIONS

PROS AND CONS

Setting
Reference
Emission Levels

Based on historical
deforestation rates.

Pros
Data widely available and used; measurable.
Cons
Does not adapt to fundamental changes in the drivers of
deforestation or the amount of forest remaining; and may not
fully capture current or future trends (up or down).

Based on historical
deforestation rates with
adjustments for
circumstances of the
jurisdiction. Reference
Levels adjusted upward or
downward based on
evidence that historical
data alone would not be
the most accurate
benchmark for future
emissions.

Pros
Widely supported internationally; flexible enough to support
unique jurisdictional circumstances.
Cons
No accepted formula; diverse methodologies.
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Demonstrating a
Jurisdiction’s
Own Effort

Partner Jurisdictions should
demonstrate their own
effort at reducing
emissions.

Pros
Requires Partner Jurisdiction’s own (non-compensated) effort;
added benefit to atmosphere.

Partner Jurisdictions should
not need to demonstrate
their own effort beyond
what is crediting in a REDD+
program.

Pros
Offers Partner Jurisdictions more incentives to reduce.

Cons
May not provide adequate incentives to reduce emissions if
requirement is too onerous.

Cons
Potentially fewer net atmospheric benefits.

	
  
C.	
  Recommendations	
  
1.

Reference levels (RL) should be established at the beginning of the program, with the Partner
Jurisdiction choosing a ten-year reference period between 1995-2010, and taking an average of
the annual emissions from that period using the best available data. If ten years with at least four
dates in which jurisdiction-wide deforestation is mapped are not available, another period may be
substituted but must be supported by empirical evidence to show that it represents an average
rather than an exceptionally high rate.

2. In certain limited circumstances, reference levels may be adjusted upward or downward from the
historical average to account for rigorously-justified predictions that future emissions would rise
or decline in the absence of the REDD+ program. Partner Jurisdictions that propose to adjust
their historical RLs to make them more reliable and robust must substantiate proposed
adjustments with transparent, credible evidence.
3. REDD+ jurisdictions should demonstrate own effort beyond what is credited through the REDD
program. One option for this is to establish crediting baseline below the RL. If a Partner
Jurisdiction has already demonstrated, or is currently demonstrating, own efforts in reducing
emissions, additional measures may not be necessary, and the crediting baseline could be set
equal to the reference level. In any case, own effort reductions should be measured and reported.

2.3

REDD+ Architecture

This section discusses the key technical elements that must be addressed in designing a compliance-grade
REDD+ program that could generate emissions reductions capable of being recognized in a cap-and-trade
program such as the one being developed in California. It builds on the legal and institutional
considerations described in Section 4. Both cap-and-trade Administrators and Partner Jurisdictions will
need to decide on the key elements in this section before any potential offset linkages might be established.
The intent of the section is to explore the design options that Administrators and Partner Jurisdictions
would need to consider before moving forward.
2.3.1 Crediting Pathways and Nested Crediting
Crediting for REDD+ offsets will require a clearly defined pathway and set of responsibilities to navigate
the legal and quality control issues that surround such offsets. REDD+ regulations will need to specify
who will issue REDD+ credits or allowances, to whom, and how those credits will be issued, registered,
and tracked. Clarifying the crediting pathway is important because it can affect the design of REDD+
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programs and any provisions in a cap-and-trade program that would allow offsets for emissions
reductions achieved under such a program. Key issues addressed in this section include:
1.

Which body (or bodies) will issue REDD+ credits?

2. To which entity (or entities) will credits be issued?
A. Issue Context
The main policy issue regarding crediting pathways concerns how offset credits will be issued or
recognized by the relevant cap-and-trade program. One option would be for the cap-and-trade
Administrator (such as the California Air Resources Board) to issue offset credits directly for eligible
reductions and removals. Another would be for the Administrator to recognize and convert credits issued
by other entities such as the Partner Jurisdiction or an approved third party program such as the Climate
Action Reserve (CAR), Verified Carbon Standard (VCS), or American Carbon Registry (ACR).
Determining the crediting pathway has important implications for each jurisdiction’s level of involvement
in REDD+ program administration and enforcement. With respect to international, sector-based credits,
California’s regulations (and accompanying staff report) are currently silent on the question of whether it
will issue credits directly to eligible sector-based reductions and removals or recognize and convert credits
issued by REDD+ Partner Jurisdictions and/or approved third-party programs. However, it may be easier
for both technical and legal reasons for the Administrator to recognize credits issued by Partner
Jurisdictions or a third party-program rather than issue credits directly for emissions reductions achieved
in foreign jurisdictions. In addition, the available
expertise and capacity of California regulators,
REDD+ Partner Jurisdictions and approved
Defining Nested Project Crediting
third-party programs to effectively manage these
responsibilities may also influence which
California’s cap-and-trade regulations (and associated
option(s) are most workable, at least in the near
staff report) propose two pathways for crediting
term.
international-sectoral
policies
and
measures
(including REDD). Specifically, jurisdictions could be
credited for sector-wide emissions reductions
achieved, and/or project developers could be
credited for projects that are nested within a
jurisdiction-wide sectoral program.

Another consideration is the potential need for
REDD+ Partner Jurisdictions to obtain
compensation for the REDD+ emissions
reduction in a number of different pay-forperformance systems (market and non-market).
For example, projected REDD+ offset demand
from California is relatively small compared to
the potential supply from prospective REDD+
Partner Jurisdictions. This means the Partner
Jurisdictions will likely need to find other
market and non-market opportunities beyond
California for compensating their REDD+
emissions reductions. The administrative
burdens of selling to multiple markets could be
reduced if the Partner Jurisdictions issue credits
themselves for reductions achieved under their
own programs or register these reductions with
widely recognized third-party programs where a
single “currency” could potentially serve a
variety of voluntary and regulatory markets as
well as the needs of other funders. Using a single
program and accounting framework would also
mean the Partner Jurisdiction would only need
to work with one baseline, monitoring, reporting
and verification (MRV) system and set of rules

The term nested projects refers to REDD+ projects
whose site-specific emissions reductions (or removals)
are accounted for, but where credit issuance is
dependent upon the overall performance of the
jurisdiction in which they are located (i.e., Acre or
Chiapas). This jurisdictional scale reconciliation is
important for maintaining atmospheric integrity, i.e.,
to ensure that the number of credits issued to all
actors (projects and jurisdiction) does not exceed the
total number of emissions reductions (after
accounting for out-of-state leakage and reversal
buffer contributions) that are generated across the
state.
Nested project accounting requires the establishment
of consistent and harmonized reference levels,
baselines and MRV (monitoring, reporting and
verification) between the project and jurisdictional
(i.e. state) scales. The host-state’s REDD+ program
(as set out in the linkage agreement with California)
would define how credits will be allocated between
projects and the jurisdiction (i.e., State government)
based on emissions reduction performance, including
how leakage and reversal mitigation (e.g., through
shared buffers) will be managed/allocated.
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for handling leakage, reversals and permanence. This would reduce incompatibility and double-counting
risks that can materialize when applying more than one carbon accounting framework within a given
Jurisdiction.
The second major question for defining a crediting pathway is deciding who may receive credits. All else
equal, credits should be allocated to actors or activities based on which arrangement will most effectively
create incentives for, and channel resources to, the required emissions reduction measures (REDD+
policies, programs and projects). For example, if targeted reductions (and accompanying
social/environmental objectives) could be most effectively achieved and sustained through jurisdictionwide policy reforms and strengthening of government institutions, then it may make sense to allocate
credits primarily at the jurisdictional level and thereby maximize incentives for undertaking these reforms.
If, on the other hand, reductions might be best and most rapidly achieved by leveraging the resources of
private project developers, then issuing credits directly to third parties undertaking projects nested within
a jurisdictional framework might be preferable.
Providing REDD+ Partner Jurisdictions with the option of issuing credits at both the jurisdictional and
nested-project scale would allow a diverse mix of policy, programmatic measures and projects to reduce
emissions. However, to maintain atmospheric integrity at the state level, the REDD+ program would have
to clearly define how reference levels, baselines, MRV, accounting and crediting at the various scales
would be integrated, and how leakage and reversal risks and responsibilities would be shared between
government and project actors.
B. Options
ISSUE

OPTIONS

PROS AND CONS

Authority for
Credit
Issuance

The cap-and-trade program
Administrator issues credits
directly to qualifying
entities.

Pros
Administrator may have more control over issuance decisions
and invalidation than under other arrangements.
Cons
May face legal obstacles related to regulatory authority in other
Partner Jurisdictions.
Burdensome for Administrator to establish and manage new
accounting and crediting mechanism for REDD.

A Partner Jurisdiction
recognized by the
Administrator issues credits
directly to qualifying
entities. Such credits are
then recognized and
converted into compliance
offset credits by the
Administrator.

Pros
May be easier from a legal standpoint for Administrator to
recognize credits issued by an external program.

A third-party entity
recognized by the
Administrator issues credits
directly to qualifying
entities. Such credits are

Pros
Avoids potential regulatory authority/enforcement issues for
Administrator, plus avoids possible perceived conflict of interest
associated with Partner Jurisdictions issuing their own credits.
Credits from third-party program could serve multiple

Cons
Depending on the nature of any linkage arrangement between
the Administrator and Partner Jurisdiction, it may be difficult
for Administrator to exercise regulatory authority (e.g., in
deciding whether and which credits should be invalid or
ineligible). May be perceived as a conflict of interest for Partner
Jurisdiction to issue credits to itself.
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then recognized and
converted into compliance
offset credits by the
Administrator.

markets/funders.
Potential to tap existing programs for issuing credits, which can
be deployed relatively rapidly.
Cons
Accountability and legal authority for third-party entities may
be unclear. Could force Partner Jurisdictions to link with
multiple third-party entities in managing its emissions-reduction
portfolio.

Credit
Recipients

REDD+ Partner Jurisdictions
are the only entities to
receive credits from
California, based on total
reductions achieved across
the state. Partner
Jurisdictions can develop
their own system for
transferring credits to
projects.

Pros
Direct crediting of Partner Jurisdictions incentivizes
development of REDD+ government policies and programs.

Developers of nested
projects only, dependent
upon achievement of statewide reductions.

Pros
Direct crediting of nested projects incentivizes development of
projects, which can complement government actions.

Both Partner Jurisdictions
and developers of nested
projects within states.

Pros
Provides flexibility to Partner Jurisdictions and combines
benefits of both approaches above.

Cons
Lack of direct crediting pathway for project developers could
discourage REDD+ project actions undertaken by private parties,
local communities and other land managers.

Cons
Lack of crediting pathway for Partner Jurisdictions greatly
reduces incentives for government to develop REDD+ policies
and programs.

Cons
More complex accounting and crediting mechanism is needed.

C. Recommendations
1.

A cap-and-trade program Administrator like California should not issue credits directly to
REDD+ Partner Jurisdictions, but instead recognize credits issued by Partner Jurisdictions or
approved third-party programs that meet California’s requirements. Such recognized credits
should be eligible for conversion into the Administrator’s compliance units. This reduces the
burden to the program Administrator, and taps into the existing structures that have been
developed by Partner Jurisdictions and/or third-party programs.

2. REDD+ Partner Jurisdictions should decide what will be eligible for crediting: jurisdictional scale
efforts only, nested projects only, or both scales of policies and measures.
3. In states where nested projects may be credited, the REDD+ program should clearly specify how
atmospheric integrity at the state level will be maintained, including defining how reference levels,
MRV, accounting and crediting at the jurisdictional and project scales will be integrated; and
leakage and reversal risks and responsibilities will be shared between government and project
actors.
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2.3.2 Registry Infrastructure
Registries are a key part of the infrastructure necessary to support any trading system for reducing
greenhouse gas emissions. A registry is essentially a database used to track information necessary to
ensure that regulated entities comply with the requirements of a cap-and-trade system. The basic function
of an emissions trading registry is to track the allocation and transfer of tradable compliance units (i.e.
allowances, credits, or permits) among regulated entities.
When offsets are part of an emissions trading system, additional information tracking functions are
required. Specifically, a database must be maintained containing information on verified jurisdictional
GHG reductions and/or removals, and where nested projects are involved, descriptive project details
(project type, location, name, size, etc.) as well as monitoring data and verification reports. Systems are
also needed to issue and track the transfer of offset credits (equivalent to allowance tracking systems).
This section addresses the following issues:
1.

Should a single registry be created for all REDD+ programs linked to a cap-and-trade system, or
should multiple registries be allowed?

2. Who should administer REDD+ registries for tracking jurisdiction-level REDD+ emission
reductions, REDD+ credit issuance, and REDD+ projects?
3. Should the Administrator establish minimum standards for registry functions, operations, and
security measures?
A. Issue Context
To interface with the Administrator’s cap-and-trade program, Partner Jurisdictions will need functioning
registry systems like those required for any carbon offset program. Specifically, REDD+ registry systems
will be needed to:
•

Maintain secure, transparent, publicly reviewable information on overall REDD+
emissions/removals and deforestation/degradation trends;

•

record and make available information on all policies and programs hosted at the jurisdictional
level aimed at reducing forest carbon emissions or increasing sequestration;

•

record and make available information on all REDD+ nested projects including information on
project type, developer, location, size, baseline, monitoring plan/data, and verification reports;

•

and track credits issued for greenhouse gas (GHG) reductions/removals achieved by REDD+
programs including projects operating within the jurisdiction.

There are multiple options for how to structure and administer these kinds of registry functions. In most
cases, a single registry is established to serve the needs of a single cap-and-trade program within a
jurisdiction. California, for example, will have a single registry system to track the allocation and transfer
of compliance units (i.e., allowances and offset credits) for its GHG cap-and-trade program. The European
Union Emissions Trading System (EU ETS) for greenhouse gas emissions, on the other hand, used to have
multiple registries maintained by the various national jurisdictions participating in the program.
Transactions were conducted through the Community Independent Transaction Log (CITL), which
ensured that transactions are recorded appropriately in different registries. For a variety of reasons,
including security breaches at some national registries, the EU ETS moved toward a single unified registry
system, the European Union Transaction Log.16 Finally, under the Kyoto Protocol’s international GHG
emissions trading system, individual registries are maintained by each country subject to emissions
targets. Similar to the EU ETS, all transactions of compliance units must be conducted through an
International Transaction Log (ITL).17
REDD+ registry systems should contain strong security measures to prevent unauthorized access that
could result in either the modification of emissions information or the illegal sale of credits.
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Cap-and-trade Administrators and Partner Jurisdictions will need to make choices about the number of
registries allowed and who administers them. There may be practical and policy reasons for seeking to
consolidate registry functions. For example, a single registry system would ensure that information is
consolidated and accessible in a common format, and could facilitate the execution and tracking of
allowance/credit transfers. It could also ensure a common set of operating procedures, making it easier to
oversee and ensure system security.18 Creation of a single registry would likely lead to centralizing the
decision-making authority with respect to registry information and credit issuance/tracking.
For practical reasons, however, a centralized registry system (e.g., one administered exclusively by the
Administrator) may not make sense. Because information validation, credit issuance and tracking, and
registry administration functions are so closely related, it may make sense to link registry administration
to credit issuance authority. In particular, if Partner Jurisdictions or third-party programs will retain
authority to issue credits (which the Administrator could then recognize, for example, through a linkage
arrangement), then it probably makes practical sense for such Partner Jurisdictions or third-party
programs to maintain their own registry system.
However, where a Partner Jurisdiction administers its own registry system concerns about conflict of
interest may arise because the jurisdiction could in effect be issuing credits to itself. To address these
concerns, the Partner Jurisdiction may wish to involve third-party registry administrators, who would
provide independent validation of registry contents and credit issuance determinations.
Additionally, it is likely that Partner Jurisdictions will ultimately need to participate in a national-level
registry, and these registries will need to reconcile with each other, and be able to coordinate with capand-trade Administrators.
It should be noted that in the Administrator’s domestic offset program, third-party programs may be
relied on to oversee project registration and credit issuance. These programs will therefore need to
maintain project information registry systems, and possibly separate credit tracking systems. However,
the Administrator retains ultimate authority with respect to issuance of compliance credits. Thus, credits
issued by third-party programs must be converted to compliance credits (meaning, effectively, that they
must be re-issued in the Administrator’s compliance registry system). A REDD+ program could, in
principle, follow a similar model.
With respect to security issues, the Administrator will have an interest in ensuring that any registry
systems associated with California-eligible REDD+ credits will have sufficient security measures to
prevent unauthorized modification of emissions or project information, and to prevent fraudulent
issuance or transfer of REDD+ credits. Specific options and requirements in this regard will need to be
further elaborated based on a technical review.
B. Options
ISSUE

OPTIONS

PROS AND CONS

Registry

Create a single unified
registry for all REDD+
offset projects and credits
potentially eligible under
the Administrator’s capand-trade program.

Pros
Ensures that information is consolidated and accessible in a common
format, and can facilitate the execution and tracking of credit/allowance
transfers.
Could also ensure a common set of operating procedures, making it easier
to oversee and ensure system security.
Cons
Could lead to centralizing the decision-making authority with respect to
registry information and credit issuance/tracking, which may or may not
be politically or legally acceptable to Administrator or Partner
Jurisdictions. Will be redundant when Partner Jurisdictions have
developed their own registries.
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Allow Partner
Jurisdictions to develop
their own registries, or
have third parties do so.

Pros
Would be more compatible with a system where multiple entities (e.g.,
Partner Jurisdiction or third-party programs) are responsible for issuing
credits.
Cons
Would need to design system so the registries could effectively “talk” to
each other and use harmonized reporting protocols, etc.

	
  
C. Recommendations
Decisions about registry creation and administration should be based on considerations of who has the
authority to collect and validate information about REDD+ emission reductions (and the performance of
nested projects) and to issue REDD+ credits. Following the recommendations in Section 3.2.1, REDD+
Partner Jurisdictions are likely to retain this authority, possibly relying on third-party programs for
certain functions. In light of this kind of arrangement:
1.

REDD+ Partner Jurisdictions should be responsible for designing and establishing their own
registry systems, including publicly reviewable databases containing verified information on
overall, jurisdiction-level REDD+ emissions and the details and performance of emissions
reductions policies, programs, and projects, as well as credit issuance and tracking systems. If the
jurisdictional program is comprehensively managed within a national registry and the national
registry meets all other requirements outlined here, then that national registry could serve as the
jurisdictional program registry as well.

2. Partner Jurisdiction registries should contain information on all REDD+ policies and measures in
the state, including projects that are nested in the state REDD+ program, to maintain
atmospheric integrity within the accounting system.
3. Partner Jurisdictions should maintain registries that are compatible with, or integrated within,
any fully-functioning REDD+ registry systems maintained by their respective national
governments.
4. If registry systems are administered on behalf of Partner Jurisdictions by independent third
parties, they should comply with the rules and procedures established by the Partner
Jurisdictions.
5.

The Administrator should work with Partner Jurisdictions to establish minimum operating
standards and security procedures for REDD+ registries in order to ensure the integrity of the
Administrator’s offset market. These standards and security procedures should be periodically
reviewed and evaluated, and registry administrators should be regularly audited to ensure that
standards and procedures are consistently and effectively applied.

2.3.3 State-level accounting
The intent of this section is to review key considerations that must be addressed when developing a
system for measuring changes in forest carbon, and establishing a program for crediting reductions in
forest carbon emissions and increases in atmospheric removals by forests. Emissions reductions and
increased removals that are credited within a REDD+ program must be above and beyond what would
have happened in the absence of the REDD+ program to ensure the atmospheric integrity of any cap-andtrade program that ultimately uses the offsets.
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2.3.3.1

Leakage

Leakage refers to any net increase in carbon emissions (or reductions in carbon enhancement) occurring
outside of the REDD+ program or nested projects as a result of REDD+ policies and measures that are
implemented.
This section addresses the following issues:
1.

How should the REDD+ program handle leakage within host state boundaries, within national
boundaries, and internationally?

2. What role should the REDD+ program play in monitoring or addressing key drivers of
deforestation?
A. Issue Context
Policies, programs and projects designed to reduce deforestation could, in certain circumstances, have a
perverse effect of increasing deforestation outside of the boundaries of the REDD+ intervention. This
effect is known as leakage, and comes in several forms, most significantly as market leakage and activityshifting leakage.
A well-designed REDD+ program should address integrated land use, so that emissions reductions can be
achieved while related economic activity is sustained, maintaining or increasing economic
development. Otherwise, jurisdictional REDD+ may cause leakage if it lowers the production of
agricultural and forestry products—through restrictions on forest clearing or logging—without slowing the
demand for these products. If the decline in production is sufficient to create shortages in the regional or
international markets for the products in question, market leakage can result, e.g. if resulting price
increases raise the profitability of forest conversion to agricultural systems or logging operations.
The second type of leakage, activity shifting, occurs when individual agents (agricultural industries,
logging companies, or individual farmers, for example) begin deforesting or logging forests outside of the
jurisdiction as a response to a REDD+ program. For example, a government REDD+ policy or program
that strengthens state-wide enforcement of protected areas or conservation set-asides could have leakage
effects with deforesting agents moving to neighboring states, assuming there are no mobility barriers.19
Market leakage is spatially diffuse and difficult to detect. If the price of palm oil, beef, soy, timber or
another deforestation-driving commodity goes up because a REDD+ program is substantially restricting
expansion of cropland or logging operations into forests, then producers of those commodities around the
world will have a greater economic motive to expand their production. If that expansion occurs without
new forest clearing or degradation, then market leakage is avoided. If cropland or logging expansion is
achieved by clearing or degrading forests in regions without REDD+ programs and compensated targets,
(i.e. if a REDD+ program causes increased deforestation or degradation elsewhere by increasing the
profitability of land conversion) then market leakage is occurring. The best way to avoid market leakage is
therefore to build into REDD+ programs interventions designed to increase the production of these
commodities on lands that are already cleared or in forests that are already degraded. Such increases in
production have been achieved at scale in the Brazilian Amazon (see Figure 1.3), contributing to the
sustainability of this region’s decline in deforestation.
Activity shifting leakage is easier to detect than market leakage because it is far less diffuse. Farmers,
ranchers, agribusinesses, developers or logging companies that face restrictions on access to forest land
through a REDD+ program in one state tend to seek land in neighboring states, or elsewhere in the nation
where the REDD+ program is operating, because of their familiarity with the laws, institutions, and
culture of that nation. Spatial analysis methods have been developed for detecting activity shifting leakage
to neighboring regions within the same nation.20
Assuming that interstate leakage associated with activity shifting can be detected, an effective system for
deducting this leakage from the Partner Jurisdiction’s emissions reductions is needed. The first option is
to account for leakage at the state level, looking at expected interstate leakage from all statewide REDD+
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activities. Under this option, leakage deductions would be allocated in a proportional “top down” manner
to all individual landowners, project developers or government agencies receiving credits. The second
option is to require nested projects and government policies/programs to assess and account for their
interstate leakage impacts individually (e.g., using the VCS, CAR or ACR standards/frameworks) without
necessarily reconciling leakage between individual REDD+ policies and measures, since atmospheric
integrity is maintained at the state level (i.e., credits are only issued for net state-wide reductions).
B. Options
ISSUE
International
Leakage

OPTIONS
Require the accounting of
international leakage.

PROS AND CONS
Pros
Accounts for emissions at the broadest possible scale.
Cons
Hard to attribute and account for leakage from REDD+ policies
and measures in one country to potential increases in
deforestation/degradation in another.

Do not require the accounting of Pros
international leakage.
The most feasible solution and consistent with international
general practice. Accurate if significant market leakage is not
expected.
Cons
May overestimate net emissions for certain REDD+ policies and
measures susceptible to international market leakage.
Do not require the accounting of
international leakage but
require that Partner
Jurisdictions increase production
of deforestation and degradation
driving commodities at businessas-usual rates
Interstate
Leakage

Require the accounting of
interstate leakage.

Pros
Decreases risk of market leakage and activity shifting leakage.
Cons
May be difficult for some jurisdictions to achieve.

Pros
Maintains atmospheric integrity at the country level.
Cons
Requires additional leakage accounting methodologies and MRV.

Do not require the accounting of Pros
interstate leakage.
Simple and less costly.
Cons
Compromised atmospheric integrity of REDD+ system.
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Intrastate Leakage
(only relevant for
nested project
accounting)

Do not require the accounting of
interstate leakage but require
that Partner Jurisdictions
increase production of
deforestation and degradation
driving commodities at businessas-usual rates

Pros
Decreases risk of market leakage and activity shifting leakage.

Allow states flexibility to
manage leakage within state
boundaries, and among REDD+
actors with a minimum
requirement that the sum of
project-level credits is less than
or equal to emissions reductions
below the jurisdiction-wide
crediting baseline.

Pros
Enables states to define most effective leakage mitigation and
sharing arrangements.

Cons
May be difficult for some jurisdictions to achieve.

Cons
Only works in true nested system where credits are only issued
based on net reductions across state, which is what the
Administrator is contemplating.

Prescribe how in-state leakage
Pros
must be accounted for, including Top down, single approach applies to all partnering Partner
by governments and nested
Jurisdictions.
projects.
Cons
Since atmospheric integrity is already maintained at state level,
it is not necessary to be prescriptive in this way.
Do not require the accounting of
intrastate leakage but require
that Partner Jurisdictions
increase production of
deforestation and degradation
driving commodities at businessas-usual rates

Pros
Decreases risk of market leakage and activity shifting leakage
Cons
May be difficult for some jurisdictions to achieve.

	
  
C.	
  Recommendations	
  
Cap-and-trade program Administrators should require that Partner Jurisdictions establish robust
frameworks and mechanisms to manage, mitigate and account for leakage that include the following:
1.

Partner Jurisdictions should address the possibility of intrastate leakage from nested projects by
securing project-level performance in lowering emissions against the jurisdiction-wide reference
level.

2. Partner jurisdictions should demonstrate that their REDD+ programs and potential leakage
mitigation efforts are addressing the drivers, agents and causes of deforestation within the
state/province boundaries the maximum extent feasible . Where economically appropriate,
partner jurisdictions should seek to eliminate the risk of international and interstate market
leakage by increasing production of deforestation- and degradation-driving commodities at a
similar level to what would take place in the absence of the REDD+ program; in some cases this is
possible through sustainable intensification of yields on lands already cleared and through
reduced impact forest management.
3. Partner Jurisdictions should establish robust frameworks to monitor, or otherwise estimate, and
account for any residual interstate leakage that may occur, and ensure only net GHG reductions
are credited.
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2.3.3.2

Reversals and Significant Natural Disturbances

Potential reversals must be properly addressed in any REDD+ program in order to maintain atmospheric
integrity while maximizing (and sustaining) the participation of state actors to reduce emissions.
Reversals are defined as emissions reductions that are credited at one point in time, but reversed through
increases in emissions beyond the reference level at a later point in time. The risk of such reversals must
be assessed, and a mechanism is needed that ensures all credits issued are backed by long-term emissions
reductions. A policy is also needed to address significant changes in forest carbon stocks associated with
severe drought or windstorms, or increases in forest carbon through CO2 fertilization.
This section will address several issues including:
1.

How the REDD+ offset provision in AB 32 can reduce the risk of performance reversals and
manage reversals when they occur

2. How changes in forest carbon stocks associated with significant natural disturbances, such as
severe drought or windstorms that are unrelated to REDD+ programs, should be managed.
A. Issue Context
California’s decision to focus its REDD+ offset provisions to sector-wide systems operating across entire
state territories brings with it many advantages for achieving robust emissions reductions with a very low
likelihood of performance reversals. Crediting to Partner Jurisdictions is based on state-wide emissions
reductions that require policy reform, law enforcement, and changes in the rural development model that
address the underlying causes of both deforestation and degradation (through logging and fire). In other
words, jurisdictional REDD+ requires changes in the rural development model that greatly increase the
long-term sustainability of the emissions reductions that are achieved. If the Scope of jurisdictional
REDD+ programs includes both emissions from deforestation and forest degradation as recommended by
the ROW (see Section 2.1), then credits will only flow into the Partner Jurisdiction if real, additional,
verified emissions reductions have been achieved across the entire state for all human-induced emissions
of forest carbon to the atmosphere. This comprehensive approach to driving emissions reductions is
analogous to the shifts in energy and transport sectors to lower emissions per kilowatt/mile driven that
are contemplated in the AB 32.
Like California’s emissions reduction policy for energy and transportation sectors, potential Partner
Jurisdictions that are developing REDD+ systems have a limited time frame that does not yet include a
zero net emission target. Acre and the Brazilian national government have adopted a target of reducing
deforestation (and associated emissions) in the Amazon region 80% by 2020, and nearly achieved this
target well in advance of that deadline, in 2012 (see Figure 1.3). A similar target for emissions from forest
fire and selective logging has not yet been established. Brazil and Acre have formalized their intention for
reducing emissions from deforestation into the future beyond 2020 by adopting a declining reference
level. The reference level, which is calculated based upon average historical emissions, is adjusted
forward at five year intervals (e.g. the first reference level, based upon average emissions from 1996 to
2005, is now lowered to reflect average emissions from 2001 to 2010), and therefore declines as
reductions in emissions are achieved. Given California’s commitment to an 80% emissions reduction
(relative to 1990) by 2050, a similar rate of emissions reductions should be expected from Partner
REDD+ Jurisdictions, and Acre is already well ahead of this goal. Ultimately, reference level emissions
should decline to zero in line with expectations about when emissions would have ceased in the absence of
a REDD+ program (e.g., when jurisdictional forest carbon stocks would have been exhausted). To reduce
the risk of performance reversals within the 2020 time frame of the AB 32, Partner Jurisdictions could
establish mechanisms for compensating possible emissions reversals (when emissions rise above the
jurisdictional reference level). Similarly, Partner Jurisdictions should establish mechanisms for
managing post-2020 emissions reversals, which would occur if emissions rose above future reference
levels (that are, presumably, declining over time). Such mechanisms could include banking a portion of
the emissions reductions achieved by 2020 within an insurance buffer.
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In addition to deforestation, forest fire,
and logging, tropical forest emissions to
the atmosphere can change through
other causes that are not related to the
land-use decisions of farmers, ranchers,
industries, and communities. There is
evidence that many tropical forests—
including those of the Amazon region—
are growing, increasing their forest
carbon stocks by hundreds of million
tons of carbon per year, possibly
through the influence of CO2
fertilization (higher CO2 concentrations
in the atmosphere) (Lewis et al. 2010).
Tropical forests are also subjected to
natural disturbances that temporarily
reduce forest carbon stocks, including
severe drought and windstorms or
hurricanes. The severe Amazon drought
of 2005 killed trees containing a billion
tons of carbon21 and a similar drought
occurred in 2010.22
Emissions from such natural
disturbances may be managed in a
couple of ways. One option is to “zero
out” these emissions by adjusting the
jurisdictional baseline; a second option
is to compensate for them using buffer
credits (or some other insurance payout).
Both of these options attempt to avoid
penalizing the host state or affected
projects for these non-regular emissions
releases. They are also not mutually
exclusive (i.e., zeroing out could be used
for some kinds of natural disturbances,
and buffer compensation used for
others).

Buffer Approaches for Addressing Reversal
Risk
Over recent years, buffer approaches have emerged as a leading
mechanism for addressing forest carbon reversal risk. Buffers work
by holding a portion of the credits issued to individual projects (and
potentially jurisdictions) in a pooled buffer account that are retired
in the event of a reversal (or presumed reversal in the case of
terminated projects/programs) no matter where it occurs in the
system. The percentage of credits withheld (e.g., 10-40%) is
typically based on an independent assessment of the risk of
reversals for an area over a predefined time period (e.g., 100
years).
The effectiveness of buffer mechanisms is enhanced by diversifying
the pool of credits (in terms of project/activity type and location),
reducing the risk that a major reversal event in one geographic
area (or hitting one activity type such as avoided degradation)
affects more than a small portion of the credited REDD+ measures.
For this reason, Acre and Chiapas would benefit from pooling their
buffer credits with each other, and potentially with the buffer
pools of additional jurisdictions. In addition, it may benefit the
program to allow the buffer pool to be filled, or partially filled,
with other credit types from protocols approved by the Air
Resources Board, to support portfolio diversification.
Finally, it should be noted that insurance approaches (either
operating independently or supplementing buffer mechanisms) are
still in an embryonic stage. However, as REDD markets deepen and
underwriting risks become better quantified we can expect to see
such products emerge for helping to manage reversal risk.
In addition to adopting a buffer or other insurance approach for
covering potential reversals, jurisdictions may be able to
implement policies or legal instruments that help to alleviate or
address certain kinds of reversal risks. For example, jurisdictions
could require that nested projects operate under contracts or other
legal frameworks defining specific reversal remedies that can be
enforced by the jurisdiction.

Under the “zeroing out” approach, certain natural disturbances would be accounted for by adjusting the
23
jurisdictional baseline to reflect the emissions associated with the disturbance. For these disturbances, a
determination would be required that the disturbance (and its associated emissions) would also have
occurred in the absence of a REDD+ program, and therefore should not count against the net emission
24
reductions achieved by the REDD+ program. In these cases, no compensation would be required from
credit buffer accounts.
In the buffering approach, net emissions from natural disturbances would be compensated for by retiring
an equal number of buffer credits. Given the potential for large-scale losses, it’s important that the buffer
pool be appropriately capitalized and/or diversified with credits from a range of jurisdictions/sources,
25
and that other controls are put in place. Instead of, or to supplement, the buffer approach, insurance
products could also potentially be used to cover natural disturbance losses without unfairly penalizing
individual government and project actors.
Finally, there are a number of options for the oversight of mechanisms to address reversals. A cap-andtrade Administrator could seek to design and implement (and potentially manage) its own mechanism for
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addressing reversals; this would give the Administrator ultimate control over how the system operates.
However, this would be a time-consuming and resource-intensive exercise for the Administrator.
Furthermore, because California’s demand for credits may be small relative to the potential REDD+ credit
supply from Partner Jurisdictions, it may not make sense for an Administrator to create a unique
mechanism that is not interoperable with other existing and emerging approaches for managing reversal
risk.
Alternatively, Partner Jurisdictions could establish their own mechanism or use existing third-party
mechanisms for guaranteeing compensation in the event of reversals (at the jurisdiction and project levels,
as appropriate) and the Administrator could then evaluate whether these mechanisms are sufficient and
comparable to its general program requirements for permanence.
B. Options
ISSUE

OPTIONS

PROS AND CONS

Reversal
Mechanisms

Cap-and-trade Administrator
designs, implements, and manages
its own mechanism for addressing
reversals.

Pros
Top down control by Administrator.

Partner Jurisdiction designs,
implements, and manages its own
mechanism for addressing
reversals, or relies on a thirdparty program for this.
Administrator responsible for
evaluating proposed mechanism in
regards to compliance with own
regulations/requirements.

Pros
Enables use of existing mechanisms, including those
associated with third-party crediting schemes serving
multiple markets and with deeper buffer pools to cover
potential losses.

Partner Jurisdiction and nested
projects would be responsible for
making up losses associated with
natural disturbances that are
significant and infrequent.

Pros
Simple accounting that is not dependent on external buffer
pool or other insurance mechanism.

Natural
Disturbances

Cons
Time consuming to establish, resource intensive to manage,
and interoperability challenges given that California may
account for only a small portion of Partner Jurisdictions
REDD+ portfolio.

Cons
Administrator must be confident that mechanism can be
effectively managed.

Cons
Unfair to penalize participants for such losses, which are
beyond their control. Facing such large liabilities,
participants may either choose not to join a REDD+ program
or walk away from their emission reduction policies and
measures after such a loss, negatively affecting the
atmosphere.
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The jurisdiction reference level
would be adjusted to reflect
changes in forest carbon density
associated with significant
increases or decreases in forest
carbon stocks caused by natural
disturbances or carbon
fertilization.

Pros
Does not penalize states for natural disturbances over
which they have no control; but incorporates significant
changes in forest carbon stocks that may occur into the
calculation of emissions.

Buffer pool would be responsible
for making up losses associated
with such natural disturbances.

Pros
Maintains atmospheric integrity by fully accounting and
compensating for such natural disturbances. If properly
designed, the buffer mechanism would not unfairly penalize
Partner Jurisdictions for emissions that have nothing to do
with human activities within the jurisdiction.

Cons
These real (natural) emissions would not be accounted for
anywhere in the system, presenting possible lost
opportunities for avoiding emissions. Requires specificity in
defining the spatial extent of deforestation/degradation in
the baseline. Also, (potentially frequent) adjustments to
the baseline over time could create unhelpful uncertainty.

Cons
Risk that buffer reserve could become bankrupt due to
large scale natural disturbances and no longer function
effectively. If improperly designed, could threaten the
viability of the REDD+ program.

	
  
C.	
  Recommendations	
  
1.

Partner Jurisdictions should develop and adopt mechanisms, such as buffers or insurance
products, for robustly compensating reversals in years when emissions rise above the
jurisdictional reference level.

2. Partner Jurisdictions should report all significant reversals to the cap-and-trade Administrator
and prove that these have been compensated for appropriately.
3. Cap-and-trade Administrators should establish regulatory criteria to assess the eligibility of any
proposed reversal monitoring and compensation mechanism.
4. Emissions from major natural disturbances should be addressed in ways that do not unfairly
penalize Partner Jurisdictions or affected projects.
2.3.3.3

Double Counting

Double counting of GHG emission reductions occurs when credits (or other forms of formal recognition)
are given more than once for the same reduction. There are three types of double counting that may be a
concern for sub-national REDD+ programs: Crediting REDD+ emission reductions that are also being
credited under separate voluntary or regulatory (project-based) offset programs; crediting sub-national
REDD+ emission reductions that are also being credited under a national REDD+ program or initiative;
and issuing credits to more than one entity for the same emission reductions within a sub-national
REDD+ program, e.g., to both the jurisdiction and a nested project.
Several issues are addressed in this section including:
1.

What legal provisions are required as part of a sub-national REDD+ system to establish clear
ownership rights to emission reductions and prevent third parties from making unauthorized
claims to those reductions? (See Legal Section in Chapter 2)
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2. What are the current and anticipated national-level policies in Brazil and Mexico that could affect
accounting for, and crediting and ownership of, sub-national REDD+ emission reductions, and
how will sub-national accounting and credit issuance be reconciled with national level
accounting?
3. How will the emission reductions achieved by different REDD+ policies and measures be
accounted for and allocated to the entities responsible for their implementation? If nested
projects are part of a sub-national REDD+ program, how will accounting and crediting at the
project level be reconciled with emission reductions achieved at the jurisdiction-level? What
should a REDD+ Partner Jurisdiction’s policy be toward projects that are initiated prior to the
development of an integrated accounting framework that reconciles project- and jurisdiction-level
accounting?
A. Issue Context
Without clear rules and legal requirements, it is possible REDD+ reductions may be claimed by multiple
parties. Individual landowners within a jurisdiction could, for example, try to negotiate offset sales with
voluntary buyers without going through formal crediting mechanisms, and could therefore end up doubleselling reductions that are also being accounted for under a formal REDD+ program. Most established
voluntary offset programs have rules that would prevent landowners from receiving credit if the
reductions they want to sell are being double counted in another regulatory or voluntary system. But it is
possible that unscrupulous or uninformed landowners might try to negotiate bi-lateral offset deals outside
of formal programs.26
A smaller risk is that there could be overlapping regulatory programs, e.g., if a regulatory offset program
in some extra-national jurisdiction had rules for recognizing forestry offset projects located in a host state.
Like voluntary programs, it can be expected that regulatory programs will have rules against double
counting. The question becomes whether there may be conflicting legal claims that need to be sorted out.
Reconciling Sub-National and National REDD+ Programs
Both Brazil and Mexico are implementing or anticipating national-level REDD+ policies that may include
crediting or other formal recognition of REDD+ reductions. Double counting will occur if credits are
issued at a national level for emission reductions that are also being accounted for and credited under a
sub-national program linked to California’s cap-and-trade program. Partner Jurisdictions will have to
work closely with national government agencies to ensure that their REDD+ programs are properly
integrated with national efforts, and ensure that reductions for which sub-national REDD+ credits are
issued are not also issued credits at the national level.
Sub-National Reconciliation, Including Reconciliation of Early Action Nested Projects
Any jurisdiction-level REDD+ program will need rules to account for emission reductions and
appropriately allocate credits to parties responsible for achieving those reductions. It should be noted that
the risk of double counting is avoided if REDD+ reductions are credited only at the jurisdiction level. If a
REDD+ program combines jurisdiction- and project-level crediting, however, care needs to be taken so
the jurisdiction and nested projects do not receive credit for the same reductions. In general, this will
require accounting methods that reconcile project-level quantification with calculations of reductions
achieved at the jurisdiction level, which may then be used to allocate credits according to the relative
contributions of nested projects and jurisdictional measures. There are various options for designing
nested REDD+ programs of this nature, but the details are beyond this scope of this document and its
recommendations.27
However, one issue that may require attention is how to incorporate and reconcile REDD+ reductions
achieved by projects that are initiated—and issued (voluntary) offset credits—prior to the establishment of
a nested REDD+ accounting and crediting framework. To treat these projects fairly, and provide
incentives for early action, it may be desirable for REDD+ Partner Jurisdictions to clarify whether and
how they will allow them to receive official REDD+ credits once a formal REDD+ program gets going.
This may require evaluating project-level methodologies and making an initial determination about the
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level of crediting such projects will be eligible for (i.e., how many REDD+ credits may be issued for each
ton of reductions quantified under project-level methodologies), and how long such grandfathered
projects will have before being fully integrated within the state’s nested REDD+ accounting and crediting
framework.
B. Recommendations:
1.

REDD+ Partner Jurisdictions should clarify through laws or regulation who may legally claim
ownership of REDD+ emission reductions or removals.

2. REDD+ Partner Jurisdictions should work closely with national government agencies to ensure
that their programs are recognized and properly integrated with national efforts if and when a
national program is at a sufficiently advanced stage to allow integration. In the case that the
national program is not yet in a position to integrate the jurisdictional program, it is
recommended that the jurisdiction receive a letter of non-objection from the national government,
to demonstrate awareness of the jurisdictional program, and eliminate the possibility of future
double-counting.
3. If crediting will be allowed for nested projects, REDD+ Partner Jurisdictions must establish
integrated accounting frameworks (including defining how emission reductions will be allocated
between projects and the government).
2.3.4 Measurement, Monitoring, Reporting and Verification
An important element in any strategy to reduce greenhouse gas emissions is a system of measurement,
monitoring, reporting and verification (MMRV) that ensures all parties involved are only credited for the
actual emissions reductions they achieve. MMRV systems include collecting necessary data for
quantifying and tracking changes in GHG emissions; providing accurate, regular, and reliable
assessments of GHG emissions and relevant policies and measures; and verifying reports as accurate and
comprehensive.
This section provides background, options and recommendations with respect to addressing
measurement uncertainty, as well as effective monitoring, reporting and verification of emission
reductions and removals.
Key issues addressed in this section include:
1.

How should uncertainty about measurement and monitoring methods be managed and/or
mitigated within the offset system?

2. What should be reported and how often should Partner Jurisdictions be required to report on
emissions, and what basic principles should be used for reporting?
3. Should the Administrator prescribe a program for reporting and verification, or rely on validation
of programs developed by Partner Jurisdictions?
A. Issue Context
To monitor changes in above-ground carbon stocks, including carbon losses through deforestation and
forest degradation, and carbon enhancement through forest regrowth, restoration or tree planting, several
types of information are required at the jurisdictional level: 1) the rate of change in forest cover; 2) the
amount of carbon stored in the forest (carbon density in units such as tons of carbon per hectare); 3) the
amount of carbon stored in the vegetation (and soil) that replaces the forest; and 4) the rate of carbon
accumulation by recovering or planted forests. The most cost-effective and reliable approaches to
estimating this information at the jurisdictional level combine field measurements and data provided by
satellites, and where the technology is available, sensors mounted on airplanes. Satellites provide a
convenient (and typically cost-effective) means to monitor changes in forest cover associated with
deforestation, degradation and regrowth. These changes in cover can be used in conjunction with base
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maps of forest carbon densities, and the density of carbon in the vegetation that replaces the forests, to
estimate emissions.
In the simplest approach to estimating carbon fluxes from deforestation and forest degradation, a map of
forest types is developed and the average carbon density of each type is applied to each forest type
through measurements in field plots. The area of each forest type that is deforested or degraded is
combined with average forest carbon density, using emissions factors, to estimate emissions. The
Intergovernmental Panel on Climate Change (IPCC) broadly categorizes this approach as Tier I
monitoring. Two higher levels of monitoring—Tiers II and III—allow for greatly increased accuracy using
multiple inputs from field-based inventories, remote sensing (satellite and aircraft) and models.
Uncertainty
Uncertainty is inherent in any strategy for estimating emissions. Uncertainty must be managed within a
REDD+ program to ensure both atmospheric integrity and fair compensation to Partner Jurisdictions for
their success in lowering emissions. The system must define the maximum level of uncertainty that will be
accepted in the determination of emissions reductions. Uncertainty in the estimates of change in forest
cover and carbon stocks is both scale-and technology-dependent. At the jurisdictional scales of states,
provinces and departments, the uncertainties are well understood. Critically, the overall jurisdiction-scale
uncertainty declines as the area of the estimate increases. Given proper acquisition and use of satellite
imagery, scientific research indicates uncertainties in deforestation and degradation monitoring of < 5%
and < 10% respectively can be achieved. In practice, sub-optimal cloud cover, methodologies, and satellite
availability is likely to push the uncertainty to the 5% and 10% levels for deforestation and degradation,
respectively.
In terms of monitoring changes in carbon stocks, deforestation has proven to be the most straightforward
with errors resulting from the combined effects of forest cover change errors (< 5%) and standing carbon
stocks (< 10%). Forest degradation processes that substantially impact carbon stocks, such as selective
logging and sub-canopy fire, are more challenging to monitor, but advances in space-based and airborne
measurement technique have brought the uncertainties below 20%, even in very large jurisdictions. When
recovery from non-forest to forest is present in the satellite record, it has proven straightforward to detect
and monitor. Forest regrowth,
where there are existing forests,
is the most difficult change in
MMRV Case Study: Acre
forest carbon to remotely
monitor.
Once the uncertainty
surrounding emissions
reductions estimates is
understood, it must be managed
within the REDD+ system. Two
questions are significant: 1)
Should uncertainty be ignored,
or managed through an
accounting discount (e.g.,
measurements with a given
uncertainty would result in
credits with a commensurate
value discount)? and 2) Should
there be an uncertainty
threshold for inclusion in a
REDD+ program (e.g., if you
have greater than 10%
uncertainty in your
measurement of forest
degradation, then you cannot

As an example of mapping and monitoring capacity, the
Government of Acre currently has two monitoring approaches for
deforestation. The first one is through the PRODES methodology
developed by the National Institute for Space Research (INPE). The
PRODES has been the source of official data on deforestation
estimates in the Brazilian Amazon since 1978. The method analyzes
analog color images on a scale of 1:250,000, with the minimum
area of 6.25 mapped. This approach allows the comparison
between the states regarding their contribution to deforestation at
national level. The second approach is through its own Central Unit
of Geoprocessing (UCEGEO), which is responsible for monitoring
deforestation annually at scale of the state. The UCEGEO has a
detailed base map scale of 1:100,000, including forest typology,
with a collection of satellite images that support the annual
estimates of deforestation from 1988 to the present. In addition,
UCEGEO is acquiring high-resolution images that will enable
evaluating deforestation by property. The scale of work of UCEGEO
allows monitoring at the state and local level to support public
policies. Currently the government is in the process of improving
the technology and capacity of UCEGEO to include the monitoring
of carbon stocks and forest degradation, as well as the
measurement of other environmental services.
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receive credits for reducing forest degradation)? Question 2 has been previously addressed in the Scope
section, and question 1 is addressed in the options table below.
Reporting and Verification
The accurate crediting of emissions reductions from the forest sector will rely upon a formal process for
reporting the data collected in the measuring and monitoring process, and the methods used to collect
that data, as well as a process for verifying the information and methodology. This document will not go
into the details of a complete reporting and verification program. Instead, we will touch briefly on the
general approach. The primary question addressed is whether the Administrator should define a set of
procedures for reporting and verification, or allow the Partner Jurisdictions to design a reporting and
verification system (or use a third-party program for such purposes), and simply validate those systems
against the Administrator’s quality requirements.
A robust reporting process for REDD+ is important for ensuring accurate accounting of emissions and
credits; however, the reporting structure should be designed in a way that does not place too great a
burden on the Partner Jurisdictions, or on the Administrator. While having the Administrator design a
specific program for MRV would ensure a defined level of rigor in these processes, this does not allow for
jurisdictions to tailor their processes to their specific circumstances. Additionally, for jurisdictions that
are already in the process of developing these programs, it may place an unnecessary burden on them to
require them to develop new procedures according to the prescriptions of an Administrator. Instead, it is
recommended that the Administrator establish a validation procedure that validates a jurisdiction’s MRV
programs in advance of the implementation of the program. The Administrator would then provide
guidance to jurisdictions regarding the basic principles to which these programs will need to adhere.
Whatever approach is adopted, a jurisdiction’s measurement and monitoring methodology and data
should be developed and reported in a manner that is transparent, consistent and open for public
scrutiny. It should also have the rigor and integrity of third-party verification.
The monitoring methodology and estimates of emission reductions and carbon enhancements should be
documented in a way that is: a) transparent and easily accessible to the public; and b) sufficiently detailed
to permit thorough technical and scientific evaluation. The documentation should include a rigorous
evaluation of the accuracy of the estimates. If credits are also being issued and accepted into The
Administrator’s program at a nested project level, data would need to be made available and reported at
this scale as well. If any third-party registries are being used by the Partner Jurisdictions, those registries
should be publicly viewable, and/or provide regular reports that are available to the public. Partner
Jurisdictions should report this information at frequent, regular intervals. 	
  
To facilitate identification of sources of emissions in the future (such as natural disturbances), emissions
and removals should be reported separately.
The initial inventory of forest carbon and estimates of emissions, emissions reductions and carbon
enhancements should be verified by an independent technical team as a precondition of crediting, with
verification occurring at the jurisdiction-wide scale and the nested project scale. To the extent third-party
programs are used to verify emission reductions, those programs should undergo periodic audits
to evaluate the performance and adequacy of those programs. In addition to the initial assessment,
subsequent verification of the measuring methodology should occur at intervals no longer than every five
years.
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B. Options
ISSUE

OPTIONS

PROS AND CONS

Managing
Uncertainty

Uncertainty is ignored, and
average values are assumed
to represent changes in
emissions.

Pros
Allows states and provinces to be issued the highest number of
credits.
Simple.
Decreases risk of underestimating actual emissions reductions.
Cons
Some jurisdictions get more credits than they deserve while some
would receive fewer credits than they deserve.
Can compromise GHG program since total credits issued could
exceed real emission reductions generated.
Does not provide incentive for increasing accuracy to extent
feasible.

A static correction is
applied. For example,
fluxes could be defined at
10% below the average.

Pros
Simple.
Reduces risk of jurisdictions issuing more offsets than they deserve
(compared to Option 1 above)
Cons
As the system grows, the total number of offsets issued is lower
than the real emissions reductions, and jurisdictions would issue
less offsets than they deserve.
Hard to determine appropriate discount factor.

Emissions reductions are
determined using
uncertainty analysis, setting
a minimum level of
uncertainty with a sliding
scale discount that
decreases with a
corresponding increase in
certainty.

Pros
Creates an incentive to improve the accuracy of emissions
estimates.
Provides a convenient mechanism for determining what types of
emission reductions can qualify for credits; emission reductions
with unacceptably high levels of uncertainty would automatically
be excluded.
Cons
Complex.
Could discourage entry into the system by discouraging those with
uncertain carbon and/or emissions inventories.

Reporting and
Verification

The Administrator specifies
the details of a Partner
Jurisdiction’s methodology
for reporting and
verification.

Pros
Decreases burden on Partner Jurisdiction.
Provides ultimate control to Administrator.
Cons
Increases burden on Administrator.
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Partner Jurisdictions
develop their own
methodology for reporting
and verifying, or use
existing methodologies
from third-party programs.
The Administrator provides
guidance for the program,
and validates the
methodology in advance of
program implementation.

Pros
Reduces burden on Administrator.
Allows flexibility to accommodate efforts already undertaken by
Partner Jurisdictions.

Cons
Increases burden on Partner Jurisdiction.

	
  
C. Recommendations 	
  
These recommendations concern measurement, monitoring, reporting and verification at the jurisdiction
level and are intended to be executed by the Partner Jurisdiction. It is assumed that compatible MMRV
would also occur within a jurisdiction at the nested project level.	
  
1.

Measurement uncertainty should be managed by establishing a sliding scale discount, whereby
higher levels of uncertainty would result in fewer emission reductions being credited, thus
providing a strong impetus for improvements in measurement and monitoring. An uncertainty
threshold, based on what California considers acceptable, could be established above which no
credits would be issued.

2. Reporting should be fully transparent, with sufficient information provided on methods and
uncertainty estimation to permit full, peer-review evaluation and verification.
3. Validation of jurisdiction methodology for measuring and reporting28 should occur at the outset
of the program, and periodically thereafter.
4. As part of the jurisdiction’s methodology for measuring and reporting, independent, third-party
verification of GHG reductions should occur as a precondition of crediting and at intervals of no
more than five years thereafter. Verification would be conducted according to the methodology
outlined in the validation at the start of the program.

2.4

Development and Recognition of Safeguards29

Environmental and social safeguards have moved in recent years from the periphery to the center of the
debate on REDD. The enhanced attention to safeguards stems from the strengthening empirical case30
that clear land rights and secure resource tenure, effective consultation processes, and the development of
progress indicators relevant to local needs are necessary pre-conditions for the ultimate success of
REDD+ programs. Developing and implementing high-quality safeguards is one of the most cost-effective
investments government can make in ensuring permanence and additionality of reductions and removals
associated with jurisdictional REDD+ programs. Moreover, while the primary goal of jurisdictional
REDD+ programs is to achieve real reductions in greenhouse gas emissions from the forest sector, welldesigned REDD+ programs with appropriate safeguards can generate additional social and environmental
benefits and provide a viable pathway to sustainable, equitable low-carbon rural development.
Both Chiapas and Acre are addressing social and environmental safeguards as a core component of the
development of their REDD+ programs. Acre, in particular, is the acknowledged global leader in the
development of safeguards as part of a jurisdictional REDD+ program, drawing from a range of
mechanisms in developing its approach to safeguards, including extensive consultations with national,
state, and local civil society, the farm sector, and indigenous peoples.31 Acre was also one of the first
jurisdictions to adopt the REDD+ SES standards and has been deeply involved in the development of that
effort.32 Chiapas has recently initiated a process to engage relevant stakeholders in discussing applicable
safeguards as it develops its REDD+ program. Both states also work closely with their respective national
government agencies responsible for REDD+ and civil society groups.
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This section outlines options for Partner Jurisdictions regarding the design, adoption, implementation,
monitoring and verification of safeguards in the development of jurisdictional REDD+ programs, and the
corresponding options for California as it considers how to include social and environmental safeguards
requirements as part of its regulations for sector-based REDD+ offsets and as a condition for any
potential linkage with a REDD+ program in a Partner Jurisdiction. It thus approaches safeguards from
both sides of a potential linkage, focusing on the role of Partner Jurisdictions in developing and
implementing safeguards, as well as the role played by regulatory authorities in GHG compliance systems,
such as that being developed in California, in conditioning acceptance of REDD+ credits on the
demonstration that specific safeguards have been adopted and are being implemented.
By working with progressive partners such as Acre, Chiapas, and with other Partner Jurisdictions
committed to developing high-quality safeguards, California can set a high bar for jurisdictional REDD+
programs, further bolstering its reputation as an early adopter of cutting-edge green programs that
include strong commitments to public participation and sustainable development. California’s
endorsement of a global best-practice safeguards standard, such as the REDD+ Social and Environmental
Standards, as a key requirement for any jurisdictional REDD+ program that it would consider linking
with would send a strong signal that REDD+ programs will not be eligible to access GHG compliance
market opportunities unless they adhere to such standards. This would further reinforce the ability of
such programs to deliver real, additional, permanent, and enforceable emissions reductions and removals.
Key questions addressed in this section include:
1.

How should partner jurisdictions develop a robust safeguards system as part of their
jurisdictional REDD+ programs?

2.

Should California develop its own, original safeguards framework and design a system for
managing its implementation as part of any regulations for sector-based offsets, or should it rely
on existing best-practice standards and condition any linkage with Partner Jurisdictions (and
any acceptance of REDD+ offsets into its program) on adoption and demonstration of such bestpractice social and environmental safeguards?

3.

How should California recognize the safeguards programs already designed in Partner
Jurisdictions, in particular, those of the State of Acre as part of any potential linkage?

4.

How should the implementation of safeguards in Partner Jurisdictions be monitored and
reported to the Administrator?

5.

How should grievances and non-compliance be handled in a safeguards system?

	
  
A. Issue Context
The Use of Safeguards
REDD+ safeguards do not have any explicit precedent in California law.33 In writing rules for
implementation of AB 32 programs, the California Air Resources Board (ARB) is required, to the extent
practicable, to consider overall societal benefits.34 The California Environmental Quality Act (CEQA)
provides one context for how California might consider some of these issues in its engagement with
potential Partner Jurisdictions on REDD+, but CEQA does not use the language of safeguards, rather that
of public participation.35 Despite this, to be consistent with AB 32, and as a contribution to the emerging
global norm regarding the use of social and environmental safeguards in development projects and
practices, California should condition acceptance of REDD+ offsets on demonstration by Partner
Jurisdictions that appropriate safeguards have been met. Given the precedent-setting nature of
California’s efforts in this area, existing state and federal law does not provide much guidance regarding
how California can (much less should) approach this issue in terms of specific regulations.
As the term safeguards itself implies, their primary function is to prevent negative social or environmental
changes associated with REDD+ programs and projects. But REDD+ has the potential to bring positive
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change as well, and it is important that such co-benefits are incentivized through forest carbon offset
policies and measures under the Administrator’s cap-and-trade scheme. This enhanced benefits approach
is consistent with current UNFCCC REDD+ safeguards—as adopted by Parties to the UNFCCC in the
Cancun Agreement—which include a requirement for actions to “…enhance other social and
environmental benefits.”36 By ensuring that compliance credits embed such co-benefits, the Administrator
would also satisfy a key interest of investors and offset buyers, who generally are strongly attracted to the
social and environmental benefits associated with REDD+ policies and measures.37
For example, Acre has designed its state-level REDD+ program around the idea that it can and will
provide co-benefits for all those who develop actions to promote conservation, preservation and recovery
of forests and their environmental services. To achieve this goal, and considering that many of these
policies and measures can also bring risks, especially for indigenous peoples and traditional populations,
Acre adopted the socio-environmental principles and criteria of the REDD+ Social and Environmental
Standards (REDD+ SES) initiative for the design and implementation of its program, and developed
indicators for performance verification. After analyzing the convergence with the Brazilian Social and
Environmental Principles and Criteria, the indicators were developed under a participatory process,
through meetings, training workshops, and consultation with different segments of the society
(indigenous peoples, resource extractors, rural producers and women), including the Councils of
environment, forests and sustainable rural development. Finally, the result of the consultation process
was assessed and approved by the multi-stakeholder State Commission for Validation and Monitoring of
SISA. The result also will be adopted through regulation for the monitoring and verification of social and
environmental performance of the Carbon Program within the Incentives for Environmental Services
system, and as a reference for analysis and approval of projects nested in this program.
California regulators engaged in any review of proposed safeguards in Partner Jurisdictions should take
note of the serious commitment of governments such as that in Acre to enhanced social and
environmental benefits as a core element of their REDD+ program, and the strong positions taken by civil
society in such jurisdictions with respect to prior informed consent, rights to information, and robust cobenefit mechanisms. Guidance for other jurisdictions can also be found in the Design Recommendations
document of the Governor’s Climate and Forests (GCF) Task Force,38 which calls upon GCF partner
jurisdictions to draw upon existing efforts to develop robust safeguard systems, as a set of
recommendations to all jurisdictions regarding the future use and implementation of safeguards.
Who Develops Standards for Safeguards, and at What Scale?
Safeguards can be developed and implemented at the scale of individual, nested projects and at the scale
of the entire jurisdiction. At the jurisdictional scale, safeguards should be designed and implemented as
part of the overall REDD+ program, tailored to the specific risks and opportunities associated with
REDD+ in the specific jurisdiction. As demonstrated by the Acre experience, the key safeguards
principles and criteria and the resulting “safeguards system” are built into the policies, laws, regulations,
and overall institutional framework that support the state’s REDD+ program. To be effective, such a
system must include a grievance and redress mechanism for stakeholders as well as system for monitoring
and reporting on safeguards implementation. In jurisdictions that include nested projects, safeguards
should also be incorporated into project design and implementation to protect against harm and to ensure
the generation of verifiable benefits for local communities, biodiversity, and ecosystem functions.
(Project-level safeguards are discussed in the Appendix.)
To reduce the transaction costs for California and Partner Jurisdictions in the development and
implementation of high-quality social and environmental safeguards, the ROW recommends that any
rules, guidelines, or linkage arrangements dealing with safeguards should recognize and enhance
complementarities with existing national and state-level legal and regulatory frameworks, and with
safeguards programs already under development. This includes taking into account any international
obligations and agreements that are viewed as binding on relevant national governments. Any provisions
on safeguards that are recognized or adopted by the Administrator as part of a broader set of provisions
recognizing REDD+ under its sector-based crediting program should be clearly communicated, with
guidance regarding implementation and appropriate monitoring, reporting and verification requirements.
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Where possible, safeguards should be developed in Partner Jurisdictions in a manner that captures the
overall efficiencies associated with jurisdictional approaches to REDD+.
Although safeguards have historically been used in project settings, the incorporation of safeguards as
part of jurisdictional REDD+ programs has made significant progress over the last several years. There
are now several important precedents upon which California and Partner Jurisdictions can look to in
developing an overall approach. These include:
•

guidance from the UNFCCC Cancun Agreement Annex I;

•

safeguards initiatives of the UN-REDD program including the Social and Environmental
Principles and Criteria (SEPC) 39;

•

the Common Approach to safeguards developed under the World Bank’s Forest Carbon
Partnership Facility (FCPF), including the Strategic Environmental and Social Assessment
(SESA) and the Environmental and Social Management Framework;

•

the REDD+ Social and Environmental Standards (SES) initiative40 that is convened by CARE
International and The Climate, Community & Biodiversity Alliance (CCBA);

•

the Climate, Community & Biodiversity Standards developed by the CCBA; and

•

national standards, such as those developed through Brazil’s multi-stakeholder process, and
similar efforts that are now taking shape in Mexico and Indonesia.

None of these existing guidelines or standards have yet been incorporated into a GHG compliance system
(at any level) and, therefore, any linkage between California and a Partner Jurisdiction would set
important precedent and provide a critical proof-of-concept opportunity for the design, implementation,
and monitoring, reporting and verification (MRV) of safeguards as part of a compliance-grade
jurisdictional REDD+ program.
Although California has the option of developing its own set of social and environmental safeguards as
part of any regulations for sector-based REDD+ offsets, it is strongly recommended that California use
already-established systems for this purpose. Developing robust social and environmental safeguards
with appropriate stakeholder input and buy-in is neither quick nor easy. In fact, the most advanced
standards frameworks in use today, such as the REDD+ SES initiative, are the result of years of intensive
development, including a major commitment to consultations with diverse stakeholders.41 The on-theground experience and reputation of the organizations involved in standards-setting is extremely
important for the quality and effectiveness of the resulting standards. Even the jurisdictions that have
devoted the most staff time and attention to developing a robust safeguards program are still in the early
stages of actually implementing those safeguards, and thus there is still much opportunity for learning
and sharing.
Defining the safeguards is a necessary first step in the process; designing appropriate approaches to their
implementation is a second step. For a demand-side jurisdiction such as the Administrator that is
considering allowing REDD+ credits into its GHG compliance system, monitoring, reporting and
verification of safeguards implementation will be critical. Doing so in a manner that does not run afoul of
legal (i.e., Constitutional) restrictions and does not overwhelm the regulatory authorities in charge of the
system will likely require reliance on some form of independent, third-party auditing and MRV.
The REDD+ Social & Environmental Standards (SES) initiative—convened by a number of leading
international environment and development non-governmental organizations (NGOs), and validated
through intensive work with national and subnational governments, indigenous groups, other forest
dependent stakeholders, and the private sector—includes a mechanism for assessing jurisdictional
REDD+ programs.
The REDD+ SES provide a globally recognized set of principles, criteria and a framework of indicators for
individual REDD+ Partner Jurisdictions to define their own benchmarks and performance indicators
based on the REDD+ SES framework, their own legal and policy framework and stakeholder consultations.
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REDD+ SES enjoys strong legitimacy and increasing acceptance among those governments intending to
demonstrate a high degree of commitment to sustainable economic development and community and
environmental benefits as part of their implementation of REDD+ programs. REDD+ SES provides clear
guidelines for incorporating local concerns, and Acre is leading the effort to put the REDD+ SES
principles into state administrative practice, along with the outputs from national multi-stakeholder
processes, and from consultations conducted in the state.
Accordingly, the ROW recommends that subnational governments seeking to develop compliance-grade
REDD+ programs should use the REDD+ SES to the extent feasible to design and implement their robust
safeguards provisions as part of their REDD+ programs.
Likewise, on the demand side, advocating for the adoption of safeguards that are consistent with REDD+
SES in partner jurisdictions and, possibly, conditioning any linkage on such adoption, will help to ensure
that any REDD+ credits coming into California have been generated in Partner Jurisdictions that adhere
to high-quality safeguards. The ROW believes that promotion and/or adoption of safeguards consistent
with REDD+ SES will be welcomed by civil society groups in California and in Partner Jurisdictions. One
option would be for the Administrator to stipulate ex ante its intent to link only with jurisdictions that
have adopted safeguards that are consistent with REDD+ SES, and to require independent, third-party
confirmation of adoption and implementation of such safeguards before concluding any sort of linkage
arrangement. It is premature to discuss the specific requirements of the linkage arrangement, other than
to note here that safeguards should be integrated into the overall MRV approach.
A decision by California to link with a REDD+ Partner Jurisdiction also provides an important
opportunity for innovation regarding all aspects of the design and implementation of jurisdictional
REDD+ programs, including the safeguards elements, given that no binding agreement has been reached
by the UNFCCC regarding the nature and scope of REDD+ in international climate change mitigation
efforts. Thus, the Administrator along with any Partner Jurisdiction that it decides to link with will have
considerable leeway (and influence) with regard to the design and implementation of social and
environmental safeguards as part of a compliance-grade REDD+ program. In the event that the UNFCCC
process does generate a binding legal treaty on climate change that includes REDD+ and/or takes a
binding decision on REDD+, a review of Administrator and Partner Jurisdiction programs for use of
safeguards may be necessary; but the ideas presented here are consistent with the UNFCCC Cancun
Agreement’s safeguards—and that Annex, adopted by parties in the convention framework, is likely to
persist as the core articulation of safeguards at the international state-to-state level.
Reporting on Safeguards
A monitoring and reporting mechanism is essential for REDD+ states to track compliance with
environmental and social safeguards and demonstrate performance of GHG compliance systems such as
that being developed in California. Chiapas and Acre are developing their own reporting systems, and
California should condition any linkage and acceptance of REDD+ credits on the adoption of robust MRV
provisions for safeguards in any Partner Jurisdictions, including independent third-party verification of
any assessments of the design and implementation of safeguards in partner jurisdictions. In addition, It is
important that tangible benefits equitably flow to those individuals and entities responsible for the
reductions, and that the flow of benefits should be tracked and reported transparently.
Addressing Grievances and Safeguards Non-Compliance
California need not create a separate grievance mechanism to review implementation of safeguards by
partner jurisdictions. Instead, California should rely on the adequacy of national and subnational
grievance mechanisms, the establishment of which is required as part of REDD+ SES standards. Existing
California law does not provide for any existing body to monitor and comment on the implementation of
activities in another jurisdiction, and that creating such an oversight function might conflict with
Supremacy Clause doctrine of the U.S. Constitution, as well as with recent Supreme Court findings.42
However, California should require that information be made available about any and all accountability
and legal recourse mechanisms that would come into play in the case of the violation of
safeguards. Because California seeks an iron-clad ‘do no harm’ guarantee with respect to its use of credits,

	
  
	
  

50	
  

California should ask for detailed evidence of an ‘appeals’ process or grievance process operating at the
subnational level in Chiapas and Acre as part of that linkage agreement.
For both ‘carbon MRV’ as well as the implementation of safeguards, linkage agreements should contain a
suspension provision to deal with cases of serious non-compliance.

Options	
  
ISSUE

OPTIONS

PROS AND CONS

Extent of
Safeguards

Seek to avoid social and
environmental harm

Pros
An understood baseline; reflected in Cancun Agreement Annex I;
consistent with international law.
Cons
Provides few development benefits, and is perceived as a weak
standard.

Promote the generation of
multiple benefits from
REDD+ policies and
measures

Pros
Often Necessary for longer-term permanence of GHG reductions;
supports development objectives of UNFCCC, and is consistent
with the enhanced benefits approach laid out in the Cancun
agreement.
Cons
More difficult to measure, and more difficult to achieve.

Who develops
safeguards

The Administrator
develops its own, original
safeguards framework and
designs a system for
managing its
implementation.

Pros
Demonstrates leadership; high degree of ownership; could be
adopted by Western Climate Initiative.

The Administrator relies
on existing best-practice
standards.

Pros
Existing systems have global support/reputation; they provide
implementation “road maps” for Partner Jurisdictions; proven and
already deemed acceptable to civil society and business.

Cons
Labor- and time-intensive, may not garner international
legitimacy.

Cons
Difficult to customize if the Administrator has particular/different
needs/concerns.
How should
indicators be
addressed?

The Administrator
prescribes indicators for
safeguards.

Pros
Allows for direct comparability between Partner Jurisdictions.
Cons
Labor-intensive and may be hard for the Administrator to
understand and respond to unique social and environmental
conditions in Partner Jurisdictions.
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How should
grievances be
addressed?

Indicators should be
developed by the Partner
Jurisdiction, for review
against set standards.

Pros
Increases ownership by governments; allows for customization of
particular standards relevant to local situations.

No mechanism.

Pros
Easy.

Cons
Comparability can be more challenging.

Cons
Unacceptable to civil society, contrary to UNFCCC decisions and
international law.
California designs and
pursues.

Pros
Quality control; speaks to values of Californians; provides access
to a high-quality review.
Cons
Not currently supported in statute. Hard to manage and oversee.

Partner Jurisdictions
design a grievance
mechanism and pursue
cases as needed.

	
  

Pros
More consistent with international practice; reduces distance
between complaint and redress; can be adjudicated through
national legal systems, where necessary.
Cons

	
   National/subnational grievance mechanisms can be poorly
supported and unpopular with public officials.

	
  
	
  C.	
  Recommendations	
  
1.

California should condition acceptance of REDD+ credits and any linkage arrangement on sufficient
demonstration by a Partner Jurisdiction that the safeguards provisions in its REDD+ program are
consistent with all the REDD+ safeguards found in Annex 1 of the UNFCCC Cancun Agreement
(including the enhanced benefits approach), the guidance on safeguard information systems in
UNFCCC 12/CP.17, and future safeguards developments under the UNFCCC, and emerging bestpractice standards such as the REDD+ Social & Environmental Standards (SES).

2.

California should set a best-practice global standard by adopting REDD+ safeguard standards that
specify how Partner Jurisdictions will satisfy and operationalize these safeguard requirements,
including incorporating a monitoring and reporting mechanism to transparently provide
information, updated on a regular basis, to all relevant stakeholders. These reporting mechanisms
will be stipulated in individual linkage arrangements.

3.

Individual Partner Jurisdictions should define their own benchmarks and performance indicators
for implementing robust social and environmental safeguards following the guidelines on the
country-level interpretation and application of the REDD+ SES.

4.

Partner Jurisdictions should recognize and respect the rights of indigenous peoples and local
communities in their REDD+ programs, including application of the principle of free, prior, and
informed consent based on the culturally-appropriate decision making process of affected
communities, as elaborated under global best practice safeguards standards such as REDD+ SES.
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5.

Partner Jurisdictions should develop (and effectively communicate to relevant stakeholders)
adequate grievance mechanisms, in accordance with the REDD+ SES guidance,43 and make available
information about these mechanisms, including their procedures, oversight and accessibility. In
addition, Partner Jurisdictions should report on grievances received, and how they have been
responded to and resolved, including any redress/remedy.

6.

Partner Jurisdictions should monitor performance against their defined safeguards benchmarks and
performance indicators, in accordance with the REDD+ SES guidelines, and submit independently
verified reports prior to each issuance of credits demonstrating how their REDD+ program
safeguards have been addressed and respected, and how grievances have been resolved in a timely
manner following the Partner Jurisdiction’s defined procedures.

7.

Linkage arrangements should contain a suspension provision to deal with cases of serious noncompliance that may be triggered if the provisions on independently verified reports on safeguards
and timely resolution of grievances are not met.

8.

Partner Jurisdictions should require that all nested projects—if nested projects are used—be
independently validated and verified using best practice social and environmental standards, such as
the Climate, Community & Biodiversity Standards.

	
  
	
  

	
  
	
  

53	
  

Section 3: Legal Frameworks & Linkage
Options
3.1

Summary of Issues and Recommendations

Establishing provisions within the California cap-and-trade regulations to govern the acceptance of
REDD+ offsets from foreign jurisdictions implicates a host of legal issues for California as well as for any
foreign jurisdictions that might decide to link with the California system. Because Acre, California, and
Chiapas all operate within larger federal systems of government, careful attention must be paid to federal
statutory and constitutional constraints on any effort by these states to link their emerging GHG
mitigation efforts. Needless to say, this is a dynamic and relatively novel area of law that implicates
multiple legal systems at multiple levels.
This section summarizes the basic legal issues that California, Acre, and Chiapas must confront in
designing and linking their respective programs. From the California perspective, there are state and
federal legal issues (including federal constitutional constraints) on both the form and substance of any
particular linkage arrangement as well as on the design of provisions to regulate the nature and flow of
offset credits from activities in foreign jurisdictions. Similarly for Acre and Chiapas, various federal and
state laws (including their respective federal constitutions) determine whether and how these
jurisdictions may link their programs with the California cap-and-trade system.
Notwithstanding the specific legal constraints confronting efforts to link sub-national GHG compliance
systems, it is important to recognize that each of these states, by virtue of their participation in a federal
system, has considerable latitude in designing their programs and pursuing linkages with foreign
jurisdictions. In the California context, although the relevant legal doctrines are not entirely clear, there
appear to be no legal “show stoppers” confronting efforts by ARB to design provisions that would allow
international sector-based offsets to be accepted into the California cap-and-trade program from activities
in foreign jurisdictions. In fact, the most important legal hurdle to any such linkage is likely to be the
recently enacted provisions that require the Governor of the State of California to make certain findings
44
before any such linkage can proceed.
Likewise, there appear to be no prohibitions under current Brazilian law that would preclude Acre from
linking (in the sense described in section 3.1.1) its state system of environmental services to GHG
mitigation programs in other jurisdictions (foreign or domestic), although the question of whether and
under what conditions a state can issue emissions reduction credits for use as offsets in foreign GHG
compliance markets is currently being debated in Brazil. Finally, Mexican states also appear to have
considerable leeway under Mexican law to design their own subnational GHG mitigation efforts and link
those efforts with activities and programs in other jurisdictions, but these are issues of first impression in
that country as well.
The rest of this section discusses the key issues and recommendations associated with linkage,
enforceability, and some of the legal issues associated with rights, tenure, and safeguards in the context of
jurisdictional REDD+ programs. In the future, we will be providing brief overviews of the relevant legal
frameworks for Acre, California, and Chiapas respectively. As with the rest of this document, this section
may be updated and revised pending new legal developments and in light of comments received from
stakeholders.
3.1.1
Linkage	
  
The term “linkage” can be misleading, and is used here to refer in a generic sense to any effort, of
whatever form, to coordinate activities across multiple sub-national jurisdictions in a manner that will
allow GHG reductions in one or more of those jurisdictions to be used for compliance purposes in other
partner jurisdictions. More specifically, as defined under California law, “linkage” means “an action taken
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by the State Air Resources Board or any other state agency that will result in acceptance by the State of
California of compliance instruments issued by any other governmental agency, including any state,
province, or country, for purposes of demonstrating compliance” with the California cap-and-trade
45
program. In order for such a linkage to proceed, ARB must notify the Governor of its intent and the
Governor, acting in his or her independent capacity, must find that (1) the jurisdiction with which the
state agency proposes to link has adopted program requirements for GHG reductions, including
requirements for offsets, that are equivalent to or stricter than those required under the California capand-trade program; (2) under the proposed linkage the State of California can enforce the provisions of its
cap-and-trade program and related laws against any entity subject to regulation under those statutes and
against any entity located within the linking jurisdiction to the maximum extent permitted under the U.S.
and California Constitutions; (3) the proposed linkage provides for enforcement of applicable laws by the
state agency or by the linking jurisdiction of program requirements that are equivalent to or stricter than
those required under the California cap-and-trade program; and (4) the proposed linkage shall not
impose any significant liability on the state or any state agency for any failure associated with the
46
linkage.
While these provisions were developed in response to the ongoing effort by California to link its cap-andtrade program with a similar program under development in the Canadian province of Quebec under the
auspices of the Western Climate Initiative (WCI), they also appear to govern any direct effort to link a
subnational jurisdictional REDD+ program with the California cap-and-trade program and, accordingly,
47
must be incorporated in any effort to pursue such a linkage. To that effect, given the substantive
requirements regarding program stringency and enforceability that must be included in the findings
issued by the Governor of California before linkage can proceed, any prospective partner jurisdiction that
seeks to link with California will need to design its program accordingly.
In addition to these state-level provisions regarding linkage, there are restrictions under the federal
constitutions of Brazil, Mexico, and the United States on the form and substance of any such linkage
between foreign subnational jurisdictions. Details regarding such restrictions are provided in sections 3.2,
3.3, and 3.4 below. In sum, any linkage arrangement that operates as a binding agreement or resembles a
treaty as understood under public international law would run afoul of constitutional provisions in Brazil,
Mexico, and the United States prohibiting states from entering into such agreements. More generally, the
more formal the arrangement (i.e., something that looks like a formal “compact” as that term is
understood under U.S. law), while not necessarily prohibited, could raise federal constitutional issues in
the U.S. regarding foreign compacts. Finally, any such linkage will need to be constituted in such a
manner so as not to impinge upon exclusive federal authority over foreign affairs and international
commerce in these countries.
The simplest path forward in this context is a non-binding Memorandum-of-Understanding (MOU)
between the relevant jurisdictions that provides for mutual recognition of the substantive elements,
procedural requirements, and institutional design of REDD+ programs in Partner Jurisdictions on the
one hand and the relevant California regulations regarding international sector-based REDD+ offsets on
the other. The MOU would provide that the individual states (the parties to the MOU) would proceed with
rulemakings (and new legislation if necessary) in their respective jurisdictions to adopt the relevant
regulations necessary to implement the various provisions identified in the MOU. Upon entry into force
of the relevant regulations in each jurisdiction and appropriate verification, credits issued for verified
emissions reductions under the partner jurisdiction’s REDD+ program (i.e., Acre’s program) would be
deemed eligible for conversion into California compliance instruments (offsets) for use by regulated
entities in California.
An alternative approach would involve “indirect” linkage through a third-party offsets provider or
standards organization such as ACR, CAR or VCS or through an independent organization formed to
facilitate such linkage such as WCI, Inc. This approach would likely also require some form of
overarching MOU between the relevant jurisdictions to specify the conditions and requirements for
eligibility, but each jurisdiction (e.g., California and Acre) would also engage directly with the relevant
third-party organization. On the “supply side,” for example, the REDD+ partner jurisdiction would enter
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into an agreement with a particular third party organization wherein the state would agree to establish
certain program and performance requirements and, upon demonstrating such performance, would issue
emissions reduction credits under its state REDD+ program that would be eligible for conversion into the
48
particular offset currency used by the third party organization. On the “demand side,” California would
enter into an agreement with the same third party organization specifying that certain offset credits issued
by this organization that meet the requirements of California’s sector-based REDD+ offsets provisions
would be eligible for conversion into California compliance instruments for use by California regulated
entities. Thus, to follow the example though, some portion of REDD+ credits issued under Acre’s state
program would be converted into the relevant offsets currency under the third party program, and those
credits would then be eligible for conversion into California compliance instruments.
3.1.2 Enforceability
49
All offsets accepted into the California compliance market are required by AB 32 to be “enforceable.” The
“linkage findings” that the Governor must make before any linkage can proceed also require specific
findings regarding enforceability under any linked program. Any partner jurisdiction that is interested in
linking its program with the California cap-and-trade system will therefore need to demonstrate the
requisite level of enforceability under its program. To that effect, a decision by California and Quebec to
move forward with a linkage of their cap-and-trade programs should provide valuable experience and
guidance on how California will approach this issue of enforceability in partner jurisdictions. Given that
many jurisdictional REDD+ programs already include liability and enforcement provisions regarding
zoning restrictions, logging, forest management, and land use generally, this should not pose a significant
challenge for partner jurisdictions in the REDD+ context.
California has also adopted certain liability provisions for invalidated offsets under its own domestic
offsets program, including a provision that imposes liability on forest owners for invalidated offsets
50
generated from domestic forest offset projects. This provision will not work for international sectorbased REDD+ offsets, as California will have difficulty enforcing against forest owners in foreign
jurisdictions and because the reductions and removals associated with jurisdictional REDD+ programs
are not necessarily tied to any specific project or particular area of forest as they are in the project context.
But the general background liability rule that California has adopted for its offsets program (what is
51
sometimes referred to as “buyer liability”), under which regulated entities are liable for invalidated
offsets that they have tendered for compliance, provides a fairly simple way to ensure enforceability of
international offsets from jurisdictional REDD+ programs. If REDD+ offsets tied to credits issued by a
partner jurisdiction were invalidated for whatever reason, the buyer liability provision would kick in to
make the system whole by requiring regulated entities that tendered such offsets for compliance purposes
to replace the invalidated offsets with other compliance instruments as specified in the regulations.
Although this provision effectively solves the enforceability challenge associated with international sectorbased offsets from REDD+ programs from the standpoint of the California cap-and-trade system, it
obviously creates strong disincentives for regulated entities to use REDD+ offsets unless they can find
ways to mitigate or transfer the attendant liabilities. One way to soften the effect of this provision would
be to establish a buffer mechanism that would provide a first tranche of replacement instruments for
invalidated REDD+ offsets under certain conditions. Such a buffer could be constructed so that it
provided up to a certain absolute amount or a certain percentage of invalidated offsets in the case of
specified circumstances. Buyer Liability would continue to operate as specified above and would apply in
cases where the credit buffer was unavailable or insufficient to maintain the integrity of the system.
Regardless of whether a buffer mechanism is combined with the buyer liability provision, regulated
entities will almost certainly need to find means to transfer some or all of their liability for any REDD+
offsets subject to future invalidation through contractual arrangements with the relevant REDD+
program or through insurance or other means. Contracting directly with the government of a Partner
Jurisdiction could be problematic (on both sides). But there are other potential institutional
arrangements that could serve to manage the potential liabilities associated with invalidated offsets tied to
a jurisdictional REDD+ program. Acre, for example, has created a public-private company as part of its
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overall REDD+ program that is designed to engage directly with various market actors and might be able
to assume some or all of such liability through commercial arrangements with buyers of REDD+ credits
issued under the Acre program. The success of such an arrangement (or other alternative arrangements)
in managing buyer liability could be crucial to the commercial viability of sector-based offsets from
jurisdictional REDD+ programs.
3.1.3 Rights, Tenure & Safeguards
Recognition and respect for the rights of indigenous peoples and local communities to lands, territories
and resources are crucial to the long-term success of any REDD+ program and the integrity of any
emissions reductions achieved under such programs. This applies to both statutory and customary rights
and is a core principle of global best-practice safeguards such as the REDD+ SES initiative discussed in
section 2.4 above. Well designed jurisdictional REDD+ programs can be positive forces for enhanced
recognition and protection of resource rights, and a decision by California to condition any linkage
between its cap-and-trade program and a jurisdictional REDD+ program on the adoption and
implementation of global best-practice safeguards can serve to further enhance the overall performance
accountability of the jurisdictional REDD+ program.
While it is critically important that these issues be addressed in the context of emerging state or provincial
REDD+ programs and while it is imperative that appropriate safeguards be adopted and enforced to
ensure that the rights and interests of local forest dependent communities are protected and, where
possible, strengthened in the development of REDD+ programs, any effort to clarify land tenure and
resolve land ownership disputes as part of such a process, particularly in jurisdictions with complex layers
of customary land rights, will need to be undertaken with extreme care so as not to create perverse
incentives that result in land grabbing or other forms of exclusion. In some circumstances, resolution of
land tenure disputes and conflicts over land title claims could exacerbate existing inequalities and result
in additional restrictions on access to land and resources. Robust safeguards that ensure free prior
informed consent, participation, and protection of rights and interests should therefore be
institutionalized in the design and implementation of jurisdictional REDD+ programs and the legal
frameworks that support such programs as promoted by global best-practice initiatives such as REDD+
SES.
Although the incorporation of such safeguards and other protections are ultimately issues of domestic law
(federal and state) in partner jurisdictions and although California has no authority to impose any
particular legal requirements in this respect on its partner jurisdictions, California can exert important
influence over these domestic processes by choosing to link only with high-quality programs that have
adopted and implemented such safeguards systems. In doing so, California can set a high bar regarding
what will be expected from jurisdictional REDD+ programs seeking to link with existing and emerging
GHG compliance markets.
With respect to specific ownership rights to the emissions reductions or removals achieved under a
52
jurisdictional REDD+ program (what are sometimes referred to as “carbon rights” ), this will also depend
on the domestic legal system in partner jurisdictions, but best-practice safeguards such as REDD+ SES
state that where private ownership of such rights to emissions reductions and removals are allowed these
rights should be based on the statutory and customary rights to lands, territories and resources that
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generated the reductions and removals. In the context of jurisdictional REDD+ programs, because a
portion of these reductions and removals are tied to policies and measures at the jurisdictional scale (e.g.,
a decision not to build a new road, improved enforcement, new zoning laws), the right or entitlement
associated with the credits issued for some of these reductions or removals are not necessarily (and in
many case are not) tied to specific lands, territories, and resources. It will be important, therefore, for
jurisdictional REDD+ programs to clarify when and under what circumstances credits issued for
reductions and removals will be tied to specific statutory or customary rights to the lands, territories and
resources that generated the reductions and removals and when they will be tied to the policies and
measures associated with the overall program. In the latter case, even if a sizeable portion of the
reductions or removals are not tied to specific lands, territories, or resources, the jurisdictional REDD+

	
  
	
  

57	
  

program could create specific entitlements (perhaps through legally defined allocation of credits or
revenues) and benefit sharing programs for specific groups such as indigenous people, smallholders, and
other forest-dependent communities. Such programs should be designed and implemented to fit within
any existing legal and institutional frameworks and in accordance with best-practice safeguards
54
provisions regarding benefit sharing.
From California’s perspective, irrespective of how a particular partner jurisdiction resolves these
important questions of rights and benefits distribution in the design of its REDD+ program, there must be
sufficient evidence of clear title to any emissions reductions or removals that are credited in the
jurisdictional REDD+ program in order for them to be transferable (bought and sold) and converted into
California compliance instruments as a precondition for any decision by California to link its cap-andtrade program with the jurisdictional REDD+ program. For nested REDD+ projects, project developers
and/or sponsors that receive credits for emissions reductions or removals will also need to provide clear
evidence of title to any such reductions or removals claimed for crediting.
In terms of the enforceability of these safeguards provisions and mechanisms to ensure accountability by
partner jurisdictions regarding their adoption and implementation of robust safeguards systems,
California should rely on independent third-party certification and auditing of these programs rather than
attempting to perform its own regulatory oversight. As discussed in section 2.4 above on social and
environmental safeguards, any decision to link with a partner jurisdiction should be accompanied by
specific regulatory provisions that would suspend any such linkage in cases of serious non-compliance.
Finally, with respect to the requirement that any proposed linkage between California and a partner
jurisdiction “shall not impose any significant liability on the state or any state agency for any failure
associated with the linkage,” which is one of the four “linkage findings” that the Governor must make
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before linkage may proceed, it will be important for California to specify in any REDD+ regulations that
it is not in any way assuming any liability for the internal operations of jurisdictional REDD+ programs in
partner jurisdictions. In effect, a decision by California to link with a jurisdictional REDD+ program is a
decision to allow credits issued for emissions reductions and removals under that domestic program to be
eligible for use by regulated entities in California as offsets. The decision to pursue linkage will be driven
by the quality and performance of the partner jurisdiction and does not involve any direct imposition of
regulatory requirements or direct regulatory oversight by California. As in the case of a decision by
California to link with Quebec, California can specify certain minimum conditions that a partner
jurisdiction would need to meet if it is interested a pursuing a linkage with California. But the decision to
develop the program and pursue such linkage is of course a decision for the partner jurisdiction. To the
extent that there are particular grievances or disputes that emerge in the course of running the program
(as there will inevitably be for any GHG mitigation program, including California’s), those are
appropriately dealt with through the domestic legal process.
Nonetheless, even though it is very difficult to imagine any viable cause of action brought by an individual
from a partner jurisdiction such as Acre (or Quebec for that matter) against California on the basis of a
linkage decision, an explicit statement by California up-front disclaiming any such liability will provide
additional notice that any such grievances or disputes will need to be resolved under the domestic legal
system of the partner jurisdictions or other appropriate forums. As discussed in various places
throughout this report, California can provide very important “accountability forcing” effects by deciding
to link with high-quality jurisdictional REDD+ programs that have adopted and implemented bestpractice social and environmental safeguards. In doing so, however, it does not make itself a viable target
for particular groups or individuals who are opposed to REDD+ under any scenario or a venue for
litigants to seek recourse against their government for whatever reason. Accordingly, partner
jurisdictions, in adopting and enhancing grievance processes as part of their own domestic legal
frameworks and REDD+ programs, should also make clear that any such grievances or disputes are
matters of domestic law (the internal workings of the REDD+ program) and thus do not in any way
implicate the various market- and non-market opportunities that the REDD+ program seeks to access.
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Draft Recommendations

3.2

Linkage
California and any partner jurisdiction that it decides to link with should avoid any sort of linkage
arrangement that purports to operate as a “binding,” treaty-like agreement as understood under public
international law.
To the extent possible, California and its partner jurisdictions should pursue linkage arrangements that
are consistent with the linkage arrangements being developed in the context of the Western Climate
Initiative.
California and its partner jurisdictions should consider both “direct” and “indirect” linkage arrangements.
•

With respect to direct linkage, California and its partner jurisdictions should consider adopting a
non-binding MOU that provides for mutual recognition of the substantive elements, procedural
requirements and institutional design of REDD+ offset programs in Acre, Chiapas, and/or other
“supply” side jurisdictions on the one hand and the relevant California regulations regarding
international sector-based REDD+ offsets on the other.

•

With respect to indirect linkage, California and its partner jurisdictions should consider linking
through a third-party offset provider or standards organization (e.g., CAR, VCS, ACR etc.) or
through a new organization created and capitalized for the purpose of facilitating such linkage
(e.g., WCI, Inc.).

Enforceability	
  
Partner jurisdictions interested in linking with California should enact relevant laws necessary to ensure
that the domestic requirements of their jurisdictional REDD+ programs are enforceable in a manner
sufficient to satisfy the enforceability requirements that are included in the “linkage findings” that must
be made by the Governor of California before linkage can proceed.
California should use its general buyer liability provision for offsets to further ensure enforceability of
sector-based REDD+ offsets.
California should consider the use of a buffer mechanism that would provide a first tranche of
replacement instruments in the case specified circumstances in which REDD+ offsets are invalidated.
Partner jurisdictions should consider innovative public/private institutions such as Acre’s Company that
are capable of entering into commercial relations with credit buyers and assuming relevant liabilities
associated with the possibility of future invalidation of REDD+ offsets.
California and its partner jurisdictions should implement an independent third-party certification system
to ensure that program requirements, including environmental and social safeguards, are being met. Any
such system should include standard liability for third-party auditors to ensure proper reporting.
Rights, Tenure, & Safeguards	
  
Partner jurisdictions should adopt and implement global best-practice safeguards with respect to rights
and tenure. Any effort to clarify land tenure and resolve land ownership disputes as part of the design and
implementation of jurisdictional REDD+ programs, particularly in jurisdictions with complex layers of
customary land rights, will need to be undertaken with extreme care so as not to create perverse
incentives that result in land grabbing or other forms of exclusion.
California has no authority to impose on its partner jurisdictions any particular legal requirements
regarding safeguards and other protections, but California can influence the domestic processes in
partner jurisdictions by choosing to link only with high-quality programs that have adopted and
implemented such safeguards systems.
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Partner jurisdictions should clarify in the design and implementation of their REDD+ programs (and in
the associated legal frameworks) that emissions reductions and removals that result from the REDD+
program will be tied to specific statutory or customary rights to the lands, territories and resources in
cases where those lands, territories and resources generated such reductions as provided for in global
best-practice safeguards.
Partner jurisdictions should further clarify in the design and implementation of their REDD+ programs
(and in the associated legal frameworks) how they will treat emissions reductions and removals that are
generated by the policies and measures associated with the overall program (rather than from activities on
specific lands and territories) and how specific entitlements and benefits stemming from the reductions
and removals associated with these policies and measures will be allocated to specific groups such as
indigenous people, smallholders, and other forest-dependent communities.
California and partner jurisdictions must ensure that there is sufficient evidence of clear title to any
emissions reductions or removals that are credited in a jurisdictional REDD+ program in order for these
reductions and removals to be transferable (bought and sold) and converted into California compliance
instruments. For nested REDD+ projects, project developers and/or sponsors that receive credits for
emissions reductions or removals will also need to provide clear evidence of title to any such reductions or
removals claimed for crediting.
California should rely on independent third-party certification and auditing of jurisdictional REDD+
programs in partner jurisdictions to ensure that they have adopted and are implementing the requisite
safeguards. Any decision by California to link with a partner jurisdiction should be accompanied by
specific regulatory provisions that would suspend any such linkage in cases of serious non-compliance.
California and partner jurisdictions should make clear that any liability associated with the operation of
jurisdictional REDD+ programs is a matter for the domestic legal system in the REDD+ partner
jurisdiction and that a decision to pursue linkage does not create any new procedural or substantive rights
for individuals or groups in partner jurisdictions vis a vis the State of California or an Agency of the State
of California. 	
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Section 4: Glossary and Acronyms
Definitions marked as (AB 32) are cited from the regulations for the California Cap on Greenhouse Gas
Emissions and Market-Based Compliance Mechanisms, available at
http://www.arb.ca.gov/cc/capandtrade/september_2012_regulation.pdf
ACR

American Carbon Registry of Winrock International

Additional

“…greenhouse gas emission reductions or removals that exceed any
greenhouse gas reduction or removals otherwise required by law, regulation
or legally binding mandate, and that exceed any greenhouse gas reductions or
removals that would otherwise occur in a conservative business-as usual
scenario.” (AB 32)

Administrator

The entity(ies) responsible for implementing a cap-and-trade program, and
with which a Partner Jurisdiction may develop a linking agreement.

Buffer Approaches/Pools

A holding account for forest offset credits, used to address forest carbon
reversal risk. Buffers work by holding a portion of the credits issued to
individual projects or jurisdictions in a pooled buffer account that are retired
in the event of a reversal (or presumed reversal in the case of terminated
projects/programs) no matter where it occurs in the system.

Cap-and-Trade

Application of a limit on GHG emissions, including a compliance system
through the use of tradable instruments.

CAR

Climate Action Reserve

CARB

California Air Resources Board

Carbon Pool

A reservoir of carbon, such as above-ground biomass, belowground biomass,
litter, dead wood and soil organic carbon, that has the ability to build or
release carbon stock.

CCB

Climate Community Biodiversity Project Design standards

CCBA

Climate, Community and Biodiversity Alliance

CDM

Clean Development Mechanism

CITL

Community Independent Transaction Log

Clean Development
Mechanism

A provision described in Article 12 of the Kyoto Protocol that allows tradable
credits, called Certified Emissions Reductions, to be generated through
emissions reduction projects in developing countries. These credits can be
used by industrialized countries for compliance with their Kyoto
commitments.

Crediting Baseline

“…the reduction of absolute GHG emissions below the business-as-usual
scenario or reference level across a jurisdiction’s entire sector in a sectorbased crediting program after the imposition of greenhouse gas emission
reduction requirements or incentives.” (AB 32)

CRT

Climate Reserve Tonne
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Double Counting

When credits (or other forms of formal recognition) are given more than once
for the same reduction.

ERT

Emission Reduction Ton

ESMF

Environmental and Social Management Framework

EU ETS

European Union Emissions Trading System

FCPF

World Bank’s Forest Carbon Partnership Facility

GCF

Governors' Climate and Forests Taskforce. Formed in 2008 and currently has
19 member states from the United States, Brazil, Indonesia, Mexico, Nigeria,
Peru, Spain and the United States.

GHG

Greenhouse Gas. This term usually is used to refer to the collection of six types
of greenhouse gases regulated by the Kyoto Protocol (CO2, CH4, N20, SF6,
PFCs, and HFCs).

Jurisdiction

For the purposes of this report, the term jurisdiction refers to a geopolitical
unit directly below the national level, referred to in the US as a “state”.

INPE

Brazil's National Institute for Space Research

IPCC

The United Nations Inter-Governmental Panel on Climate Change

ISA Carbon Program

Brazil's State Carbon Incentive Program

Leakage

Any net increase in carbon emissions (or reductions in carbon enhancement)
occurring outside of the REDD+ program or nested projects as a result of
REDD+ policies and measures that are implemented.

MMRV

Measurement, Monitoring, Reporting and Verification

Nested Crediting

REDD+ projects developed as part of a larger, jurisdiction-wide REDD+
program or that existed before the development of the program and are
brought into alignment ex post.

Offset, or “Registry Offset
Credit”

“…a credit issued by an Offset Project Registry for a GHG reduction or GHG
removal enhancement of one metric ton of CO2e. The GHG reduction or GHG
removal enhancement must be real, additional, quantifiable, permanent,
verifiable, and enforceable and may only be issued for offset projects using
Compliance Offset Protocols. Pursuant to section 95981.1, ARB may
determine that a registry offset credit may be removed and issued as an ARB
offset credit.” (AB 32)

Partner Jurisdiction

A state (or other legal jurisdiction) seeking linkage with California’s
compliance offset program under AB 32.

Permanence/Permanent

“’Permanent’ means, in the context of offset credits, either that GHG
reductions and GHG removal enhancements are not reversible, or when GHG
reductions and GHG removal enhancements may be reversible, that
mechanisms are in place to replace any reversed GHG emission reductions
and GHG removal enhancements to ensure that all credited reductions endure
for at least 100 years.” (AB 32)

PRODES

Forest System Mapping of Acre, Brazil

REDD

Reducing emissions from deforestation and forest degradation

REDD+

Reducing emissions from deforestation and forest degradation and increasing
carbon removals from the atmosphere through forest regeneration, forest
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restoration, and tree planting.
REDD+ SES

REDD+ Social and Environmental Standards (SES) initiative, convened by
CARE International and The Climate, Community and Biodiversity Alliance

Reference Level

Emissions of greenhouse gases to the atmosphere that would take place under
business-as-usual circumstances (such as in the absence of a REDD+ program
or other activities to reduce greenhouse gas emissions).

Registry

A database used to track information necessary to ensure that regulated
entities comply with the requirements of a cap-and-trade system. The basic
function of an emissions trading registry is to track the allocation and transfer
of tradable compliance units (i.e. allowances, credits, or permits) among
regulated entities. When offsets are part of an emissions trading system,
additional information tracking functions are required.

Reversals

“…a GHG emission reduction or GHG removal enhancement for which an
ARB offset credit or registry offset credit has been issued that is subsequently
released or emitted back into the atmosphere due to any intentional or
unintentional circumstance.” (AB 32)

RL

Reference Level

ROW

REDD+ Offset Working Group

Safeguards

Mechanisms designed to ensure that environmental and social issues are
evaluated in decision making, that assess and reduce the risks, and provide a
mechanism for consultation and disclosure of information. (GCF)

SEPC

Social and Environmental Principles and Criteria. These are Safeguards
initiatives of the UN-REDD program

SISA

The Environmental Service Incentive System of Acre, Brazil.

Third Parties

Entities outside of California or Partner Jurisdiction regulatory entities that
are engaged to perform specific services in regards to the REDD+ or cap-andtrade programs. Such parties must be approved/accredited by California, and
should be periodically evaluated.

UCEGO

Brazil's Central Unit of Geoprocessing

UNFCCC

United Nations Framework Convention on Climate Change, the multilateral
environmental agreement to address the risk of global climate change.

VCS

Verified Carbon Standard

VCU

Verified Carbon Unit

WCI

Western Climate Initiative

Zeroing Out Approach

Adjustments to crediting baseline to account for extra-programmatic changes
in GHG emissions
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through hurricanes or windstorms is important in some regions, and is described under the sections on permanence.
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For example, in many tropical forest regions, forest degradation through selective logging is often followed by forest conversion to
crops or livestock systems. A program that addresses only deforestation could therefore overestimate emissions reductions
achieved if it assumes that carbon stocks of the forests that are being converted are equivalent to those of mature forests. In a
second example, some jurisdictions may have very little forest remaining, in which case the major option available is to enhance
forest carbon through forest regeneration, forest restoration, or tree plantations. Alternatively, a state or province could greatly
expand forest carbon enhancement through forest restoration or tree planting, but counteract this increase in carbon uptake
through higher rates of forest conversion to cropland.
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California’s cap-and-trade regulation requires that offset credits must be additional, and defines this to mean that emissions
reductions “must be in addition to any greenhouse gas reduction, avoidance or sequestration otherwise required by law or
regulation, or any greenhouse gas reduction, avoidance or sequestration that would otherwise occur.”
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This date is a convenient reference point because it is just two years prior to the approval of the UN Framework Convention on
Climate Change (UNFCCC).
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In Acre and other states of the Brazilian Amazon, a ten-year period ending in 2005 is used as the RL, since REDD arose in
UNFCCC negotiations in 2005.
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Inter-Governmental Panel on Climate Change. 2006. Guidelines for National Greenhouse Gas Inventories, Vol. 1, General
Guidance and Reporting, Section 1.4, http://www.ipcc-nggip.iges.or.jp/

Inter-Governmental Panel on Climate Chagne. 2006a. Guidelines for National Greenhouse Gas Inventories, Vol. 4, Agriculture,
Forestry and Other Land Use, http://www.ipcc-nggip.iges.or.jp/public/2006gl/vol4.html
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Norway, by Arild Angelsen, Doug Boucher, Sandra Brown, Valérie Merckx, Charlotte Streck, and Daniel Zarin. www.REDDOAR.org.
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GOFC-GOLD Report version COP16-1, (GOFC-GOLD Project Office, Natural Resources Canada, Alberta, Canada),
http://www.gofc http://www.gofc-gold.uni-jena.de/redd

13

It may be necessary to separate reference levels for emissions and removals so that Partner Jurisdictions may introduce these
activities at different times.

14

Another option is to establish a ratio of emission reductions to offset credits issued. For example, California could issue four
compliance units (offsets) for every five emission reduction credits tendered. States may also demonstrate their own, voluntary
efforts by using conservative estimates of the RL, or by setting aside credits in a buffer and/or retiring credits. Under any of these
options, the atmosphere benefits would be more than they would under a pure 1-to-1 offset mechanism, where every ton reduced
in location A merely offsets a ton that is emitted in location B. This is true even if some part of a REDD+ Partner Jurisdiction’s
reductions are held as an insurance buffer or reserve against reversals, as long as less than 100% of the buffer is used.

15

Acre recently received its first payment for historical emissions reductions, restricted to those reductions achieved in 2012.
Emissions reductions began to be realized in this state in 2006.

16

See the European Union Transaction Log, http://ec.europa.eu/environment/ets/welcome.do
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See http://unfccc.int/kyoto_protocol/registry_systems/items/2723.php
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The allowance theft that took place in the EU ETS, for example, has been attributed to lax security measures in a few of the EU
member states.

19

One of the advantages of pursuing REDD at the jurisdiction level rather than through individual projects, however, is that activity
shifting on regional scales is likely to be less feasible and therefore proportionally smaller in magnitude than what may occur at
the project scale.
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Soares-Filho, Britaldo, Paulo Moutinho, Daniel Nepstad, Anthony Anderson, Hermann Rodrigues, Ricardo Garcia, Laura
Dietzsch, Frank Merry, Maria Bowman, Letícia Hissa, Rafaella Silvestrini, and Cláudio Maretti. 2010. Role of Brazilian Amazon
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Phillips, O. L. et al. 2009. Drought Sensitivity of the Amazon Rainforest. Science, 323, 1344-1347.
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Lewis, S. L. et al. 2011. The 2010 Amazon Drought. Science, 331, 554.

23

By adjusting the baseline, the emissions associated with the natural disturbance would in effect be “zeroed out” since they would
be accounted for in both the baseline and REDD+ activity scenario (and therefore cancel each other out).

24

Only those disturbance-related emissions that would have occurred in the baseline can be zeroed out. If a hurricane, for example,
destroys forest areas that would already have been deforested in the baseline, such emissions cannot be ‘zeroed out’ and would
have to be accounted and compensated for.

25

To maintain solvency of the buffer (and integrity of the system), it may make sense to limit the portion of total credits in the buffer
(e.g. 20%) than will be cancelled in a single year due to natural disturbances, with the remaining losses made up over subsequent
years.

26

In 2010, around one million tons CO2e were sold as offsets from forest projects that were not registered in a formal offset program
(i.e., using no standard, an internally developed standard, or ISO 14064 guidelines).

27

See, for example, The Nature Conservancy. 2010. A Nested Approach to REDD+: Structuring Effective and Transparent Incentive
Mechanisms for REDD+ Implementation at Multiple Scales, available at:
http://www.theredddesk.org/sites/default/files/resources/pdf/2010/TNC_june_2010_A_nested_approach_to_REDD.pdf;
TerraGlobal 2010. An Integrated REDD Offset Program (IREDD) for Nesting Projects under Jurisdictional Accounting,
available at:
http://www.terraglobalcapital.com/press/Terra%20Global%20Integrated%20REDD%20Paper%20Version%202.0.pdf; and
Forest Trends/Climate Focus. 2011. Nested Approaches to REDD+: An Overview of Issues and Options, available at:
http://www.forest-trends.org/documents/files/doc_2762.pdf

28

The validation criteria for measuring and reporting would be outlined in the linkage arrangement between jurisdictions.

29

ANNEX: SOURCES FOR SAFEGUARDS
Here we briefly describe the key sources of norms and program-design ideas for the development of safeguards that operate at the
jurisdictional level. The most important source of these is Annex I of the Cancun Agreement (pp. 24-25, view at
http://unfccc.int/files/meetings/cop_16/application/pdf/cop16_lca.pdf). Annex I provides the text for the globally-agreed set of
social and environmental safeguards that countries will use in implementing national (and subnational) REDD+ programs. The
Cancun REDD+ text, at paragraph 71d, further calls on REDD+ countries to develop a “system for providing information on how
the safeguards referred to in Annex I…are being addressed and respected throughout [implementation activities], while respecting
sovereignty.”
The safeguards in Annex I are relatively comprehensive in terms of issue coverage. The Cancun Agreement, including Annex I and
the supporting language found in Paragraphs 71 and 72 of the agreement, will likely remain the essential international legal text
concerning the obligation of nation-states with respect to safeguards for years to come. This is the ‘floor’ for adoption of standards,
since the Cancun Agreement Annex I does not include an explicit call for Free, Prior and Informed Consent (FPIC)—although
indigenous groups argue that the reference in the Cancun Agreement to the UN Declaration on the Rights of Indigenous Peoples,
which does embrace FPIC, obligates countries to follow that standard. Moreover, it should be acknowledged that the Cancun
Agreement Annex I provides little in the way of effective guidance on the actual implementation of safeguards.
A second source are the safeguards found in the World Bank Forest Carbon Partnership Facility (FCPF)’s Strategic Environmental
and Social Assessment (SESA) approaches, as well as the Common Approach. For SESA, see “Forest Carbon Partnership Facility
(FCPF) Readiness Fund: Incorporating Environmental and Social Considerations into the Process of Getting Ready for REDD+”;
for the Common Approach, see “Forest Carbon Partnership Facility (FCPF) Readiness Fund: Common Environmental and Social
Approach Among Delivery Partners.” Both can be found at www.forestcarbonpartnership.org. To summarize the experience, the
Bank has focused on the six most relevant Operational Policies as sources of safeguards for REDD+ programs:
Natural Habitats
Forests
Indigenous Peoples
Involuntary Resettlement
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Environmental Assessment
Physical and Cultural Resources.
In addition, the Bank indicated the applicability of two other policies that do not take the form of Operational Policies: access to
information and accountability/grievance mechanism. The full safeguards package, then, follows a “six plus two” formula.
Countries participating in the FCPF are required to do a Strategic Environmental and Social Assessment (SESA) of proposed
REDD+ policies that identifies social and environmental risks relative to the World Bank safeguards and to develop an
Environmental and Social Management Framework (ESMF) which then defines mitigation actions. However, this framework
does not yet provide a monitoring mechanism to demonstrate whether safeguards are being implemented effectively, and it is not
clear to what extent countries will be asked to use ‘readiness grants’ for developing systems to monitor safeguards—or whether the
flow of funding from donors will, in part, be contingent on the performance of FCPF member countries on implementation of
safeguards.
The UN-REDD programme’s Social and Environmental Principles and Criteria were welcomed by the UN-REDD Policy Board on
March 2012 as a guiding framework for safeguards for the UN-REDD programme and can be found at http://www.unredd.org/Multiple_Benefits_SEPC/tabid/54130/Default.aspx. One important difference between UN-REDD and the World
Bank-led multilateral REDD+ efforts is that UN-REDD has explicitly embraced the concept of Free Prior and Informed Consent
(FPIC) for Indigenous Peoples as guiding its implementation of REDD+ projects and programs. Another is that UN-REDD takes
an explicitly rights-based approach to the development of REDD+ programs, although what this means in terms of actual
implementation remains somewhat unclear.
A final, major source of global norms and a framework for implementation is provided by the REDD+ Social and Environmental
Standards Initiative, known as REDD+ SES. (See www.redd-standards.org). This initiative, which is convened by the Climate,
Community, and Biodiversity Alliance and CARE International, can be considered the global best practice approach to the
development of national (and subnational) REDD+ safeguards. The REDD+ Social and Environmental Standards consist of
principles, criteria, and indicators that define the necessary conditions for achieving high social and environmental performance
in government-led REDD+ programs, and provide a performance-assessment framework that involves consultations with and
input from multiple stakeholders. The REDD+ SES is the only global framework in existence for reporting on safeguards
performance throughout design and implementation of a jurisdictional REDD+ program.
Acre State in Brazil is one of five jurisdictions piloting the use of REDD+ SES, and officials from Acre have provided significant
input into the ROW Working Group with significant insights into the development of these standards and ideas regarding their
implementation. It should be noted that Acre has made careful and continuous reference to their own state laws and
administrative procedures in the development of their safeguards; and Acre made ample use of a process led by Brazilian civil
society to inform this development, as well. For a useful summary of this effort, see Rubens Gomes et al., “Exploring the BottomUp Generation of REDD+ Policy by Forest-Dependent Peoples,” Policy Matters 17 (2010); pp. 161-168. From the abstract:
“…the Amazon Working Group, the National Council of Rubber Tappers, and the Coordination of the Indigenous Organizations of
the Brazilian Amazon organized an open and public consultation process with the participation of representatives of Indigenous
peoples and local communities, small land-holders, environmentalists, and researchers….[that] enabled them to express their
concerns and define essential safeguards and minimum requirements that REDD+ initiatives in Brazil should comply with.”
As project-level safeguards, the Climate, Community & Biodiversity (CCB) Standards are the global benchmark for how forest
carbon projects should be designed and implemented not only to avoid social and environmental harm, but also to ensure that
local communities and biodiversity actually benefit from such projects. These standards were developed through extensive
stakeholder consultation by the Climate, Community & Biodiversity Alliance (a partnership between The Nature Conservancy,
Conservation International, CARE International, Wildlife Conservation Society, and Rainforest Alliance). They were originally
released in 2005. They are used by the majority of forest carbon projects around the world and are also seen as highly desirable by
project investors.
30

See for example Chhatre, Ashwini, and Arun Agrawal, 2009. “Trade-Offs and Synergies between Carbon Storage and Livelihood
Benefits from Forest Commons.” Proceedings of the National Academy of Sciences 107:10821-10826.; available online at
http://www.pnas.org/content/early/2009/10/05/0905308106.

31

See http://www.ecosystemmarketplace.com/pages/dynamic/article.page.php?page_id=7887&section=home for a brief Englishlanguage overview of Bill No. 2.308 (22 October 2012), Acre’s ‘SISA’ (Sistema de Incentivo a Serviços Ambientais) law. An
unofficial translation of the Bill is found on the Governor’s Climate and Forests Task Force website, at
http://www.gcftaskforce.org/research.php.

32

See http://www.redd-standards.org.

33

There is, however, precedent for including environmental safeguards in the context of forest-based offsets. In particular, the
California Climate Action Registry was effectively directed by law to require “natural forest management” as part of a forest
carbon offset protocol.

34

See California Health and Safety Code section § 38562, online at http://online.ceb.com/CalCodes/HSC/38562.html.

35

California Environmental Quality Review Act, CAL. PUB. RES. CODE §21000 (West 2009). For an extensive discussion of
CEQA’s requirements for public comment and participation, see Marc B. Mihaly, “Citizen Participation in the Making of
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Environmental Decisions: Evolving Obstacles and Potential Solutions Through Partnership with Experts and Agents,“ Pace
Environmental Law Review, Vol 27, Special Edition 2009-2010.
36

See Annex I, UNFCCC Conference of Parties 16 Decision (“The Cancun Agreement”), Annex I, “Guidance and safeguards for
policy approaches and positive incentives on issues relating to reducing emissions from deforestation and forest degradation in
developing countries; and the role of conservation, sustainable management of forests and enhancement of forest carbon stocks in
developing countries.” The UNFCCC guidance creates no immediate legal requirements for the states. It has not been adopted in
treaty form, and even if so, states’ powers to regulate as subnational jurisdictions would be limited, based on national
constitutional treatment of international treaties.

37

EcoSecurities. 2010. Forest Carbon Offsetting Report 2010 based on global survey responses from 207 organizations. At:
http://www.ecosecurities.com/Standalone/Forest_carbon_offsetting_report_2010/default.aspx

38

Governors’ Climate and Forests Task Force. 2010. Task 1 Report “GCF Design Recommendations for Subnational REDD
Frameworks”, p 22.

39

For example, the UN-REDD Programme currently has the following principles as a guiding framework for its safeguards system:
Principle 1: Apply norms of democratic governance, including those reflected in national commitments and Multilateral
Agreements
Principle 2: Respect and protect stakeholder rights, including human rights, statutory and customary rights, and collective rights
Principle 3: Promote and enhance forests’ contribution to sustainable livelihoods
Principle 4: Contribute to low-carbon, climate-resilient sustainable development policy, consistent with national development
strategies, national forest programmes and commitments under international conventions and agreements
Principle 5: Protect natural forest from degradation and/or conversion to other land uses, including plantation forest
Principle 6: Maintain and enhance multiple functions of forest to deliver benefits including biodiversity conservation and
ecosystem services
Principle 7: Minimise adverse impacts (direct and indirect) on non-forest ecosystem services and biodiversity.

40

The REDD+ Social and Environmental Safeguards (SES) principles are as follows:
Principle 1: Rights to lands, territories and resources are recognized and respected by the REDD+ Program.
Principle 2: The benefits of the REDD+ program are shared equitably among all relevant rights holders and stakeholders.
Principle 3: The REDD+ program improves long-term livelihood security and well-being of Indigenous Peoples and local
communities with special attention to the most vulnerable people.
Principle 4: The REDD+ program contributes to broader sustainable development, respect and protection of human rights and
good governance objectives.
Principle 5: The REDD+ program maintains and enhances biodiversity and ecosystem services.
Principle 6: All relevant rights holders and stakeholders participate fully and effectively in the REDD+ program.
Principle 7: All rights holders and stakeholders have timely access to appropriate and accurate information to enable informed
decision-making and good governance of the REDD+ program.

41

See www.redd-standards.org for background information on the extensive public consultation that was used to develop the
REDD+ Social and Environmental Standards.

42	
  Viz.,	
  Crosby	
  v.	
  National	
  Foreign	
  Trade	
  Council,	
  also	
  known	
  as	
  the	
  ‘Massachusetts-‐Burma	
  Law	
  case’.	
  	
  See	
  
http://www.oyez.org/cases/1990-‐1999/1999/1999_99_474.	
  	
  “The	
  court…	
  found	
  that	
  the	
  Massachusetts	
  Burma	
  Law	
  violated	
  the	
  
Supremacy	
  Clause	
  because	
  the	
  state	
  was	
  acting	
  in	
  an	
  area	
  of	
  unique	
  federal	
  concern,	
  foreign	
  policy,	
  through	
  a	
  balanced,	
  tailored	
  
approach.”	
  
43 The REDD+ SES (Version 2, 10 September 2012) language regarding grievance mechanisms is as follows:

6.4 The REDD+ program identifies and uses processes for effective resolution of grievances and disputes relating to the design,
implementation and evaluation of the REDD+ program, including disputes over rights to lands, territories and resources relating
to the program.
6.4.1 Processes are identified and used to resolve grievances and disputes related to the REDD+ program.
i.
ii.
iii.
iv.
v.
vi.
vii.
viii.

Includes national, local, regional, international and customary processes.
Includes grievances and disputes that arise during design, implementation and evaluation of the REDD+ program.
Includes grievances and disputes over rights to lands, territories and resources and other rights relating to the REDD+
program.
Includes grievances and disputes related to benefit sharing.
Includes grievances and disputes related to participation.
The processes are transparent, impartial, safe and accessible, giving special attention to women and marginalized
and/or vulnerable groups.
Grievances are heard, responded to and resolved within an agreed time period, leading to adequate redress and remedy.
Includes grievances related to the operational procedures of relevant international agencies and/or international
treaties, conventions or other instruments.

6.4.2 No activity is undertaken by the REDD+ program that could prejudice the outcome of an unresolved dispute related to the
program.

	
  
	
  
	
  

67	
  

	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
   	
  
i.
ii.
iii.

Includes disputes over rights to lands, territories and resources.
Includes disputes related to benefit sharing.
Applies to the specific area or activity affected by the dispute.

44

See California Health & Safety Code Section §12894(f). Available at http://www.leginfo.ca.gov/cgibin/displaycode?section=gov&group=12001-13000&file=12894.

45

See California Health & Safety Code Section §12894 (e). Available at http://www.leginfo.ca.gov/cgibin/displaycode?section=gov&group=12001-13000&file=12894.

46

See California Health & Safety Code Section §12894 (f)(1)-(4). Available at http://www.leginfo.ca.gov/cgibin/displaycode?section=gov&group=12001-13000&file=12894.

47

It is possible that an “indirect” linkage through a third-party offsets provider or standards organization could provide a path
around these requirements regarding linkage. But that would frustrate the intent of the California legislature in enacting these
provisions and, accordingly, should not be pursued without going through the formal “linkage findings” process that is established
in the new legislation.

48

It is also possible that the REDD+ program could simply track and verify emissions reductions that would be converted directly
into the currency of the third-party offsets program.

49

See California Health & Safety Code section §38561(d) available at http://www.leginfo.ca.gov/cgibin/displaycode?section=hsc&group=38001-39000&file=38560-38565 (requiring that regulations adopted by ARB regarding
greenhouse gas emissions and market-based compliance mechanisms shall ensure that greenhouse gas emissions reductions
achieved as, inter alia, enforceable); 17 California Code of Regulations §95802 (91) (“Enforceable” means the authority for ARB to
hold a particular party liable and to take appropriate action if any of the provisions of this article are violated.”).

50

See section 17 California Code of Regulations §95985.

51

See section 17 California Code of Regulations §95985.

52

The term “carbon rights” can be misleading and is often used without sufficient specificity. In the context of jurisdictional REDD+
programs, one needs to distinguish between the rights or entitlement to the emissions reductions and removals associated with
the program, any underlying rights to environmental services and/or forest carbon as specified in domestic legal systems, and
rights to the forest itself and to the land. All of these rights can in principle be “severed” from one another, and they are
recognized differently in different jurisdictions.

53

See REDD+ Social & Environmental Standards, Version 2 (Sept. 2012) Criteria 1.4, p. 10.

54

See, e.g., REDD+ Social and Environmental Standards (Sept. 2012) Principle 2, p. 11.

55

California Health & Safety Code §12894(f)(4), available at http://www.leginfo.ca.gov/cgibin/displaycode?section=gov&group=12001-13000&file=12894
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December 14, 2015 - California Plan for Compliance with the Clean Power
Plan and Potential 2016 Amendments to the Cap-and-Trade Program
Public Notice for Clean Power Plan Workshop
ARBCOMBO -- DEC 14: PUBLIC WORKSHOP ON CA PLAN FOR COMPLIANCE WITH THE CLEAN
POWER PLAN AND POTENTIAL 2016 AMENDMENTS TO THE CAP-AND-TRADE PROGRAM

Posted: 01 Dec 2015 15:21:34
Air Resources Board (ARB or Board) staff invites you to participate in a public workshop
on December 14, 2015, to discuss California’s plan for compliance with the U.S.
Environmental Protection Agency’s (U.S. EPA’s) Clean Power Plan, and the scope and
regulatory schedule for potential amendments to the Cap-and-Trade Regulation
(Regulation or Program) relating to electricity sector emissions.
DATE: Monday, December 14, 2015
TIME: 9:30 a.m. to 5:00 p.m.
PLACE:
CalEPA Headquarters Building
Byron Sher Auditorium
1001 I Street
Sacramento, California 95814
This workshop is part of the public process to develop the State’s Clean Power Plan
compliance proposal and 2016 amendments to the Cap-and-Trade Regulation related
to the electricity sector.
Staff will present policy options and modeling results and seek stakeholder input
regarding California’s potential strategy for Clean Power Plan compliance. The staff
presentation will include initial approaches and results for electricity sector carbon
emissions analysis consistent with the Clean Power Plan, and options for continued
analysis, as well as initial discussion for how California’s compliance plan may interact
with regional electricity and carbon markets.
Staff will also discuss potential modifications to the Cap and Trade and Mandatory
Greenhouse Gas Reporting Regulations, including modifications which may be effective
in the post-2020 Program, and to permitting programs, which may be proposed in 2016
to enable Clean Power Plan compliance. Staff anticipates that the Cap-and-Trade
Regulation will play a large role in the Clean Power Plan compliance plan. These
amendments may include changes to reporting and verification deadlines, compliance
periods, changes needed to address federal plan “backstop” requirements, and

Navigate to Table of Contents
treatment of imported electricity. A staff white paper on many of these issues is
available on ARB’s Power Plants webpage at:
http://www.arb.ca.gov/cc/powerplants/powerplants.htm
Staff will also present Cap and Trade Regulation goals for the upcoming amendment
process and seek input from stakeholders on potential Regulation amendments that will
apply to the Program’s third compliance period and to the post 2020 Program. Third
compliance period amendments to be discussed by staff at this meeting will include
changes to the Renewable Portfolio Standard adjustment for compliance obligations.
Staff does not plan to discuss proposals for post 2020 electrical distribution utility
allocation until early 2016.
Finally, staff will discuss potential amendments or processes related to the electricity
sector including the recent mandates of SB 350 for the electricity sector.
Environmental Analysis
Pursuant to the California Environmental Quality Act (CEQA) and ARB’s Certified
Regulatory Program (Cal. Code Regs., tit. 14, §15251(d); Cal. Code Regs., tit. 17, §§
60000–60008), staff is reviewing the Clean Power Plan and Cap and Trade Regulatory
Amendments to determine if the proposed project will result in any potentially significant
adverse environmental impacts. An environmental analysis (EA) will be released for a
45-day public review and comment period with the proposed Clean Power Plan and
Cap and Trade Regulatory Amendments to be released in the spring. Comments
received at this public workshop will be considered when preparing the CEQA
document.
A copy of the presentation and other workshop materials will be available on ARB’s
Power Plants webpage at: http://www.arb.ca.gov/cc/powerplants/powerplants.htm and
Cap and Trade Workshops and Meetings webpage at:
http://www.arb.ca.gov/cc/capandtrade/meetings/meetings.htm
Materials will be posted by December 14, 2015, at 8:00 a.m.
All interested stakeholders are invited to attend. A live webcast of the workshop will be
available at:
http://www.calepa.ca.gov/broadcast/?BDO=1
Remote participants will be able to submit e-mail questions during the workshop at an
address provided in the presentation.
Background
Cap-and-Trade Regulation
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The Board first formally adopted the Regulation in October 2011, and subsequently
approved limited amendments to the Regulation in June 2012, October 2013, April
2014, September 2014, and most recently June 2015. The upcoming 2016
amendments will seek to improve Program efficiency, update the Regulation using the
latest information, and chart post-2020 implementation of the Program.
More information about ARB’s Cap-and-Trade Program is available at:
http://www.arb.ca.gov/cc/capandtrade/capandtrade.htm
Clean Power Plan
On August 3, 2015, U.S. EPA’s Administrator signed its Clean Power Plan, which sets
carbon dioxide emissions limits for many existing electric generating units. These
regulations are based on section 111(d) (42 U.S.C. § 7411(d)) of the federal Clean Air
Act. The Plan was published in the Federal Register on October 23, 2015. States must
develop compliance plans to meet these limits and compliance plans are due in
September 2016 (with the option to seek extensions). ARB is developing California’s
compliance plan in consultation with the California Energy Commission and the
California Public Utilities Commission, California’s air districts, and other partners.
More information about the Clean Power Plan and related rules is available at:
http://www.arb.ca.gov/cc/powerplants/powerplants.htm

California is in a drought emergency.
Visit www.SaveOurH2O.org for water conservation tips.
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ARB Staff Presentation on Affected Electricity Generating Units (EGU’s)
ARB Staff Presentation on CPP Rules and Electricity Topics
ARB Staff Presentation on CPP Analysis and Options
ARB Staff Presentation on Regional and Linkage Considerations
ARB Staff Presentation on CPP and Cap-and-Trade Program
ARB Staff Presentation on RPS Adjustment Past and Future
ARB Staff Presentation on SB350
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December 14, 2015 – California Plan for Compliance with the Clean Power Plan
and Potential 2016 Amendments to the Cap-and-Trade Program Workshop:
Public Comments
Subject

Date/Time
Comment
Added to
Period
Database

Links

#

Received From

1

Rasberry, Tamara,
Comments on CPP
San Diego Gas
Modeling
and Electric

1st
2015-12-18
Workshop 12:20:32

Link

2

Smutny-Jones,
Robin, Iberdrola
Renewables

Request extension of
deadline for comments

1st
2015-12-18
Workshop 16:42:25

Link

3

Rasberry, Tamara
,

Proposed Amendments to
the Cap-and-Trade
Regulation

1st
2016-01-04
Workshop 14:11:34

Link

4

Roberts, Tiffany,

WSPA Comments on
State's Proposed
Compliance Plan with
CPP

1st
2016-01-04
Workshop 16:16:04

Link

5

Cherkas, Lisa ,
Morgan Stanley
Capital Group Inc.

MSCG Comments

1st
2016-01-11
Workshop 13:29:18

Link

6

Halbrook, Claire,
Pacific Gas and
Electric Company

PG&E Comments on SB
350 IRP Targets

1st
2016-01-11
Workshop 13:31:03

Link

7

Halbrook, Claire ,
Pacific Gas and
Electric Company

PG&E Comments on CPP
and Linkage from 12/14
Workshop

1st
2016-01-11
Workshop 13:48:01

Link

8

Rader, Nancy,
Comments on Cap-andCalifornia Wind
Trade Regulation re
Energy Association Electric Sector Emissions

1st
2016-01-11
Workshop 14:36:18

Link

9

Morsony, Katy,

1st
2016-01-11
Workshop 14:58:53

Link

Carr, Matt, Algae
10 Biomass
Organization

Role of Algae Carbon
Capture and Utilization in
1st
2016-01-11
Meeting Clean Power Plan Workshop 15:02:25
Targets

Link

11 Blixt, Amber, IEP

IEP Comments on
CARB's December 14,
2015 Workshop on Clean

Link

EPUC Comments on
12/14/15 Workshop

1st
2016-01-11
Workshop 15:31:27

Power Plan and Cap and
Trade
12

DeRivi, Tanya,
SCPPA

Breidenich, Clare,
13 Western Power
Trading Forum

14

Griffiths, Dan,
CMUA

Smutny-Jones,
15 Robin, Iberdrola
Renewables
16

SCPPA Comments on
December 14, 2015
Workshop

1st
2016-01-11
Workshop 15:49:04

Link

WPTF Comments on
Possible Amendments to
the Cap and Trade
Program

1st
2016-01-11
Workshop 15:56:30

Link

CMUA Comments on
December 14, 2015
Workshop and RPS
Adjustment

1st
2016-01-11
Workshop 16:01:19

Link

Comments on CARB
December 14, 2015
Workshop

1st
2016-01-11
Workshop 16:41:38

Link

This comment was posted then deleted because it was unrelated to the Workshop
or it was a duplicate.

Berlin, Susie, Law
17 Offices of Susie
Berlin

NCPA Comments on
December 14 Workshop

1st
2016-01-11
Workshop 16:54:05

Link

18 Booth , Ellie ,

Covanta comments to
Clean Power Plan

1st
2016-01-11
Workshop 16:57:22

Link

19

This comment was posted then deleted because it was unrelated to the Workshop
or it was a duplicate.

Luckhardt, Jane,
Cap-and-Trade/CPP
20 Day Carter Murphy
Workshop Comments
LLP

1st
2016-01-12
Workshop 12:35:33

Link

21 Biering, Brian,

RPS Adjustment
Comments

1st
2016-01-12
Workshop 12:35:33

Link

McBride, Barbara,
22 Calpine
Corporation

Comments of Calpine
Corporation on December
14, 2015 Public Workshop

1st
2016-01-12
Workshop 15:49:42

Link

Gallo, Michael D.,
23 Joseph Gallo
Farms

Draft 2016 Cap and Trade
Program Regulation
Amendments

1st
2016-01-13
Workshop 12:41:04

Link

24 Breidenich, Clare,

Comments of the Western
Power Trading Forum

1st
2016-01-15
Workshop 14:53:19

Link

25

This comment was posted then deleted because it was unrelated to the Workshop
or it was a duplicate.

Milner, Marcie ,
Comments on the
Shell Energy North
26
Renewable Portfolio
America (US),
Standard Adjustment
L.P.,

1st
2016-01-21
Workshop 12:09:38

Link

Gowans, Kelsey ,
27 Modesto Irrigation
District

Comments on the
Renewable Portfolio
Standard Adjustment

1st
2016-01-21
Workshop 12:19:25

Link

Giese, Jodean ,
28
LADWP

Comments on EPA Clean
Power Plan/CARB Capand-Trade Issues

1st
2016-01-21
Workshop 12:19:25

Link

NRDC CPP comments

1st
2016-01-21
Workshop 12:19:25

Link

29

30

Jackson, Alex,
NRDC

This comment was posted then deleted because it was unrelated to the Workshop
or it was a duplicate.

Jones, Todd,
Center for
31
Resource
Solutions

Informal Comments of
Center for Resource
Solutions

1st
2016-01-22
Workshop 12:35:01

Link

1st
2016-01-27
Workshop 12:40:45

Link

32

Benn, Mike,
Powerex Corp.

Comments of Powerex
Corp. on Potential
Amendments to the Cap
and Trade Regulation

33

Giese, Jodean,
LADWP

Comments on the RPS
Adjustment

1st
2016-01-27
Workshop 13:04:26

Link

PG&E Comments on CPP
and Linkage

1st
2016-01-27
Workshop 14:25:25

Link

34 Halbrook, Claire,

35

Looney, Nicole,
SMUD

Comments Re: December
14, 2015 Workshop on
Cap and Trade Changes

1st
2016-01-29
Workshop 15:47:50

Link
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CARBON CAPTURE AND UTILIZATION
MYTHS AND FACTS
Myth

Fact

CO2 reuse has not been adequately
demonstrated



Technologies for algae utilization of CO2 are being demonstrated throughout the nation. Since 2010, the Department of
Energy has funded a dozen algae CO2 utilization projects.1,2 Algae carbon utilization is being demonstrated at projects
in Florida, New Mexico, Iowa, Arizona, California, Hawaii, and Kentucky3, and is ready for commercial deployment.



Since 2012, Duke Energy and the University of Kentucky have been operating a demonstration scale algae carbon
capture and utilization (CCU) unit at Duke’s East Bend Station in Union, KY, converting CO2 flue gas from a coal-fired
power plant into algal biomass.4



ABO members are in negotiations with partners in China and several other nations to deploy algae CCU technology. 5,6



A wide range of other beneficial uses of CO2 are also under development. DOE has invested over $100 million in
innovative concepts for reuse of CO2, including mineralization, soil remediation, and polymer manufacturing.7



CO2 utilization is at least as adequately demonstrated as carbon capture and sequestration (CCS), and should be
available to states to help meet their greenhouse gas goals.



The industry has developed algae CO2 utilization systems that can be adapted to a broad range of geographies and CO2
sources. Algae systems are being demonstrated in every region of the mainland U.S. and Hawaii.



A comprehensive 2013 analysis by Pacific Northwest National Labs (PNNL)8 found the nation's land and water
resources could support 25 billion gallons of algae-based fuel a year in the United States.



Algae have been demonstrated to produce over 8,000 gallons of biofuel per acre and over 100 gallons of biofuel per ton
of CO2.9 A 10,000 acre commercial algae production unit would absorb nearly 1 million tons of CO2 annually – nearly
1/4 of the CO2 emitted by a typical 600MW coal power plant10 and more than half the CO2 from a similar size natural
gas unit – all while producing over 80 million gallons of renewable fuel to substitute for fossil petroleum.

Algae CO2 utilization is not
scalable

1

http://energy.gov/eere/bioenergy/related-links-0
http://energy.gov/eere/bioenergy/algal-integrated-biorefineries
3
http://www.algaebiomass.org/wp-content/uploads/2010/06/ABO_project_book_lo-res_July2013.pdf
4
http://www.duke-energy.com/environment/carbon-capture-and-storage.asp
5
http://www.algaeindustrymagazine.com/accelergy-partners-with-yankuang-for-algae-farm-at-coal-to-liquids-plant-in-china/
6
http://www.biofuelsdigest.com/bdigest/2014/07/10/u-s-china-ecopartnerships-program-picks-sinopec-sapphire-energy-project/
7
http://energy.gov/fe/innovative-concepts-beneficial-reuse-carbon-dioxide-0
8
http://pubs.acs.org/doi/abs/10.1021/es304135b
9
www.algenol.com
10
http://www.ucsusa.org/clean_energy/coalvswind/c02c.html#.VFz-JfnF-aI Comment Overview
2

CO2 reuse is not cost effective

CO2 reuse does not permanently
capture and dispose of the CO2

CO2 accounting for CCU is too
complicated and/or risks double
counting

11
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CCU is clearly cost advantaged
CCS. of
CCU
does not require the added expense and parasitic load of CO2
compression and underground injection associated with CCS. Furthermore, with CCS, the entire cost of capture,
purification, compression and underground injection is borne by the ratepayer. CCU offers a market-based alternative for
CO2 that minimizes cost to the ratepayer by turning CO2 from a waste into a commercial resource.



Today’s algae producers must buy CO2 from commercial sources, making CO2 one of the leading operational costs of
algae biomass projects. Given these costs, algae project developers are hungry for new sources of CO2. At over 100
gallons of biofuel produced per ton of CO2, the value of biofuel produced from CCU is likely to exceed $400 per ton of
CO2. Algae project developers are therefore well positioned to compete with other potential CO2 markets, such as
enhanced oil recovery (EOR).



CCU produces real, quantifiable and permanent reductions in CO emissions. Many CCU applications, such as algae
conversion to chemical intermediates and plastics, directly sequester CO2 in enduring products.11 Other applications,
such as production of algae-based soil amendments and bio-fertilizer, can produce ongoing reductions in atmospheric
CO2 well beyond the life of individual organisms.12,13



Even when subsequently combusted as a transportation fuel, algae CO2 utilization produces meaningful and lasting
emissions reductions by displacing additional fossil fuel combustion. Every barrel of algae biofuel produced through
carbon capture replaces a barrel of petroleum that would otherwise have been extracted and combusted. Through this
substitution, CO2 remains permanently stored underground as petroleum.



Peer reviewed lifecycle analyses of two of the leading commercial demonstration algae production facilities show CO2
reductions of 68 to 80 percent14,15 on a full lifecycle basis versus petroleum-based alternatives.



A recent peer reviewed analysis 16 found that algae CCU results in a greatly advantaged carbon footprint relative to status
quo, and similar or superior total emissions relative to CCS, even when subsequent biofuel combustion is included.



Carbon accounting for CCU, especially for projects involving biofuel production, is certainly more complex than for
CCS, but can certainly be done, as demonstrated in recent peer-reviewed work. 17



The algae industry agrees that CO2 accounting for CCU with subsequent biofuel combustion must be done in a manner
that avoids double counting reductions resulting from CO2 uptake. In 2009, industry and the environmental community
worked together with Reps. Waxman and Markey to include language in H.R. 2454, the American Clean Energy and
Security Act of 2009 to ensure this would be properly accounted for by EPA. 18

e.g. www.algix.com
http://www.accelergy.com/technology_cbtl.html
13
e.g. http://www.slideshare.net/asku92/production-of-biofertilizeranabaena-and-nostoc-using-co2
14
http://www.sciencedirect.com/science/article/pii/S0960852413013631
15
http://pubs.acs.org/doi/abs/10.1021/es1007577
16
http://onlinelibrary.wiley.com/doi/10.1002/bbb.1505/references
17
Ibid.
18
Comment Overview
H.R. 2454, Section 722(b)(9)
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Algae Biomass Organization
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Algae Industry
Project Book 2015

Why Algae?

Algae have the power to
simultaneously put fuels in
our vehicles, recycle CO2,
provide nutrition for
animals and people and
create jobs for millions of
Americans.

Algae Fuels, Feed and More

Algae are a renewable source
of drop-in fuels, feed, fertilizer,
nutritional oils and pharmaceuticals.
They can provide waste water
treatment and other remediation
services. New applications are
constantly being discovered.
Updated July 2015
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Algae

Energy & Fuels
Food & Agiculture
Health & Nutrition
Materials & Services

Innovating to Commercial Scale

877.531.5512
mcarr@algaebiomass.org
www.algaebiomass.org

ABO members can be found across the United States
and around the world.

The companies highlighted in this Algae Industry Project
Book, all members of the Algae Biomass Organization
(ABO), are just a few examples from a dynamic industry
that is harnessing the unequaled potential of algae to
provide us with sustainable products, drive economic
growth and reduce greenhouse gas emissions.
Algae are consumers of carbon dioxide, making them the
perfect tool to fight climate change because they, unlike
other solutions, offer an economic incentive to reduce
greenhouse gas emissions.

Matt Carr
Executive Director

Algae Biomass Organization Corporate Members
ABO Corporate Members
ABO Corporate Members

ABO Members
All items

Algae cultivation technologies are poised to impact just
about every industry:
Fuel & Energy: Algae are the original source of crude
oil, and ABO members are working to bring to market
renewable fuels like ethanol, gasoline, diesel and jet fuel.
Food & Agriculture: Algae can produce more protein,
more feed and more oil with less water and land than any
other crop.
Health & Nutrition: Omega-3 fatty acids are vital for
human health, and in just the past few years the $1.7
billion market for these oils has been shaken up by the
arrival of clean and sustainable algae-derived alternatives.
The algae-based products on store shelves today are just
the beginning.
Materials & Services: Wastewater treatment with algae
is being adopted nationwide, and soon power plants that
will be required to reduce their CO2 emissions will be
looking to algae for an economic solution. Throw in the
plastics and specialty chemicals algae can produce and the
potential is limitless.
The innovation on display in this book is from
entrepreneurs offering a sustainable and profitable way
to make the products and materials required in a modern
global supply chain. There is much more to come.
Sincerely,
Matt Carr
Executive Director
Algae Biomass Organization

The Technology
Algae can be grown commercially
in a variety of ways, from open
ponds to enclosed photobioreactors,
or
in
hybrid
systems
that
combine various methods. Simply
put, there are multiple ways to grow algae at
commercial scale, and this versatility is one of algae’s strengths.
Algae can also grow extremely well on marginal lands using salt
water or wastewater, reducing impacts on valuable agricultural
lands without competing with other industries for diminishing
freshwater supplies.

Countless Products
Algae contain high levels of oils, carbohydrates, sugars and proteins. These
characteristics make them ideal for producing renewable fuel, animal feed and
even human food.
Microalgal biomass, which is rich in micronutrients, is already used
for dietary supplements to advance human health. Algae have even
been used to more economically produce anti-cancer drugs and in
other medical applications. They can also be used to beneficially
reuse greenhouse gas emissions and treat wastewater.

Comment Overview
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Algenol Biofuels Inc.
Algenol recently won the 2014 Global
Leadership in Biofuels award from
PLATTS. Founded in 2006, Algenol
has invented technologies for utilizing
industrial carbon emissions to produce
transportation fuels. Algenol’s algae
platform can produce the four most
important fuels (ethanol, gasoline, jet
and diesel) for a targeted cost of $1.30
per gallon. The Company’s proprietary
Direct to Ethanol® process harnesses the
incredible productivity of its patented
strain of algae to drive yields 20 times
that of corn ethanol, and requires only
sunlight, saltwater and CO2 for production.
Additional sustainability benefits include
the ability to produce a freshwater
by-product without using arable land.
Algenol monetizes waste industrial CO2
by purchasing flue gas from emitters which
allows the emitters to avoid costly carbon
capture and storage or other expensive
carbon mitigation strategies. Algenol is the
only solution that monetizes CO2 through
utilization, drastically altering the current
paradigm by turning a carbon reduction
liability into a revenue generating asset.

Commercial Development Campus
Fort Myers, Florida
Funds Raised: $260 million

Current yield is 8,000 gallons per acre per year

Employees

200

Products

Ethanol
ULS Diesel
Jet Fuel
Gasoline

PARTNERS

Strategic Partners: Reliance Industries Limited; BioFields S.A.P.I. de C.V.; Hitachi Zosen Corporation; and Tredegar
Corporation

Federal/State Partners: United States Department of Energy; Lee County, Florida

University Partners: Florida Gulf Coast University; Georgia Institute of Technology’s Strategic Energy Institute

TIMELINE

National Lab Partners: National Renewable Energy Laboratory; Pacific Northwest National Laboratory

2006

Algenol is founded after
securing first round
of private financing.
Laboratories established
in Palm Beach County,
FL, Baltimore, MD and
Berlin, Germany.

2010

Commercial
Development Campus
in Fort Myers
begins operations,
consolidating American
operations in Florida.

2014/2015

Commercial demo,
announcement
of first commercial
project, likely in Florida,
and evaluation of sites
in Gulf Coast and
international locations.

Comment Overview

2016

Groundbreaking and
initial operation of first
commercial facility with
nameplate capacity of
20 million gallons per
year.

2020

Projected 1 billion
gallons of annual
production utilizing
Direct to Ethanol®
technology.
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Future Commercial Facility
Investment:≥ $50 million equity plus debt
Algenol’s first commercial facility will include phased deployments of photobioreactors on an initial site of up to 2,000
acres of photobioreactors, with additional acreage available for future scale-up, along with upstream and downstream
processing equipment and related infrastructure. It will be located on marginal land with access to salt water, an
industrial source of CO2 and distribution infrastructure.

Projected jobs by 2020:

100-200 permanent
jobs per facility +
on-going R&D staff
in Ft. Myers

Production in 2020:

1 billion gallons
of ethanol per
year

Construction jobs:

2,000 per facility

Algenol uses fully closed and sealed photobioreactors for ethanol

production directly from enhanced algae. Waste algae are converted into
diesel, jet fuel and gasoline using hydrothermal liquefaction and other
conversion technologies.

Comment Overview
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Sapphire Energy
San Diego based Sapphire Energy is
pioneering an entirely new industry –
Green Crude Oil Production. Green
Crude is a renewable, drop-in replacement
for petroleum, made from algae, sunlight
and CO2. Green Crude is compatible with
existing infrastructure and is low carbon,
renewable, and scalable. Sapphire Energy
was the first algae-to-energy company to
successfully test jet fuel in two commercial
airline flights in 2009 (Continental and
Japan Airlines). The company has an
R&D facility in Las Cruces, NM, and is
currently operating and producing crude
oil daily from the world’s first Integrated
Algal BioRefinery (Green Crude Farm)
commercial demonstration facility in
Columbus, NM.
Employees

150

Research and Development Site
Las Cruces, New Mexico
Investment: $30 million

Jobs: 30

Full scale pilot and demonstration of all unit
operations from molecular biology to extraction of oil

Funds
Raised

Green Crude Oil,

$350 million

Products a direct substitute

for fossil crude

PARTNERS
Investment Partners: ARCH Venture Partners; The Wellcome Trust; Cascade Investment, LLC; Venrock; Arrowpoint;
and Monsanto
Strategic Partners: Monsanto, The Linde Group; Tesoro Refining and Marketing Company, LLC; and the Institute of
Systems Biology (ISB)
Federal/State Partners: The US Department of Energy and the US Department of Agriculture

TIMELINE

University/Research Partners: The Department of Energy’s Joint Genome Institute; University of California, San
Diego; the San Diego Center for Algal Biotechnology; The Scripps Research Institute; University of Tulsa; Sandia
National Laboratory; and the Pacific Northwest National Laboratory

2008

One year after its
founding, Sapphire
Energy creates the
world’s first renewable
gasoline from algae.

2009

Sapphire Energy’s algae
jet fuel powers the test
flights of renewable
fuels on two commercial
airliners.

2012

On-time and on-budget
completion of first
phase construction for
the Green Crude Farm.

Comment Overview

2013

Sapphire Energy
announces agreement
with Tesoro Refining
and Marketing LLC,
to purchase barrels of
Green Crude oil for
refining at its west coast
operations.

2018

Anticipated launch of
first commercial scale
facility with production
of 5,000 to 10,000
barrels per day of Green
Crude oil.
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Green Crude Farm
Columbus, NM

Investment: $135 million
Jobs: 30
Full capacity: 100 barrels of green crude per day
Sapphire Energy’s Green Crude Farm features 100 acres of cultivation ponds and all the necessary mechanical and
processing equipment needed to harvest and extract algae and recycle water. At full capacity the facility will be 300
acres. The Green Crude Farm was funded by $85 million in private investment, as well as a USDA loan guarantee and
a $50 million grant from the US DOE, totaling $135 million.
Continuous operation of all unit
processes at the Green Crude
Farm since:

2012

Barrels per day of Green Crude at
a commercial scale facility:

5,000 - 10,000

Jobs created during the
construction of the Green Crude
Farm:

634

Sapphire Energy is operating the most advanced, algae crude oil
production facility in the world. The company’s Green Crude Farm is
the world’s first commercial demonstration scale algae-to-energy site,
integrating the entire value chain of algae-based crude oil production,
from cultivation, to harvest, to extraction of ready-to-refine Green
Crude.
Comment Overview
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BioProcess Algae
BioProcess Algae, LLC (BPA) designs,
builds and operates commercial scale
bioreactors that enable efficient
conversion of light and CO2 into high
value microbial feedstock.
BioProcess Algae is focused on fulfilling
feedstock needs in the animal feeds and
transportation fuels industries for cost
competitive alternatives with favorable
carbon balances.BioProcess Algae
is based in Omaha, Nebraska and is
currently running a demonstration plant
at the Green PlainsInc. ethanol plant in
Shenandoah, Iowa.Grower Harvester™
bioreactors installed in Shenandoah are
tied directly into the plant’s CO2 exhaust
gas and have been operating continuously
since inoculation in October 2009.
Employees

Company Headquarters
Omaha, Nebraska

BioProcess Algae houses engineering, manufacturing,
business development and administration

40

Products

Animal Feed
Nutritionals
Fuels

PARTNERS
Investment Partners: Clarcor (NYSE: CLC); BioProcessH2O, LLC and Green Plains Inc. (NASDQ: GPRE).

TIMELINE

Federal/State Partners: The US Department of Energy

2008

BioProcess Algae LLC
is a joint venture among
Green Plains,
Clarcor Inc. and
BioProcesH2O.

2009

Demonstration plant
co-located with a Green
Plains’ ethanol plant in
Shenandoah.

2012

Succesful completion of
algae-based poultry feed
trials, signs commercial
agreement for Omega-3
oils with KD-Pharma
for nutrition and
pharmaceutical
applications.

Comment Overview

2013

BPA completes its
Phase III project, which
consists of commercial
scale Grower
Harvesters. Selected by
DOE for Integrated
Biorefinery funding.

2015

Commercialization
efforts continue at one
of the longest-standing
biological sequestration
carbon capture and
utilization facilities in
the U.S.
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Commercial Demonstration Facility
Shenandoah, Iowa

BioProcess Algae’s technology is enabling the Green Plains ethanol
plant to capture the last third of kernel value typically emitted as CO2
BPA technology enables algae to be produced as a crop, and growing crops is something Americans do phenomenally
well. Not only does that give BPA an ideal opportunity to create agricultural jobs, but it also means that the company
has no reason to outsource operations. BPA is producing a home-grown and home-processed product that can help
achieve our country’s most long-term goals: feeding the world and a sound financial standing.

BPA can utilize waste
streams from any site
with more than 5% CO2
content.

BPA’s carbon utilization
technology can be
implemented in parallel
with sequestration.

Algae is the only
profitable carbon
co-location platform.

BioProcess Algae designs, manufacturers and operates integrated

systems using a unique patented attached growth approach to enhance
light pentration, harvest density and gas transfer, overcoming these
traditional bottlenecks to low-cost algae cultivation.

Comment Overview
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Algae Systems
Algae Systems treats wastewater, converts
algae and biosolids into fuel and creates a
high protein fertilizer byproduct.
After proving the technology at
itsdemonstration plant in Daphne, AL,
we’re evaluating several candidate sites
for commercial-scale plants. Having
demonstrated low-cost, energy-positive
wastewater treatment, the system proves
that wastewater is a resource that can be
harvested for profit by utilities across the
globe.

Company Employees: 32

PRODUCTS
•

Demonstration Plant
Daphne, Alabama

Water, fuels, fertilizers

One acre of algae growth area with fully integrated
and automated facility; all discharge is fed back to
Daphne Utilities

TIMELINE

Algae Systems’ 40,000gpd treatment facility.
Commissioned in June
2014 it has been operating
continuously since.

2009

Company Founded

2010

Green Fuels Corp. IP
Acquired Angel
Financing

2011

Technical Development
$15M Series-A
Financing from IHI
Corporation (Tokyo,
Japan)

Comment Overview

2012-2013

Commence R&D
Engineering &
Construction of Pilot
Plant

2014-present
Pilot Plant Operations
Scaled to Commercial
Demonstration
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Aurora Algae
Aurora Algae is an innovative bioenergy
company that manufactures fuel from
optimized algae in a patented production
process. Leading technologists at Aurora
Algae have engineered a scalable method
for fuel generation, using robust and
highly productive proprietary algae
strains. The Aurora Algae process is
carbon-mitigating and non-competitive
with agricultural resources, and capable
of industrial yields with minimal facility
footprints. When produced in conjunction
with other high-value products, Aurora
Algae’s biofuel can be sold at
cost-competitive market prices.

R&D and Pilot Processing Facility
Hayward, California

Jobs: 70
Corporate Headquarters with R&D laboratory for
genetic research and product development

PRODUCTS
•

Biofuel

•

Omega-3 Essential Fatty Acids

•

Protein and Animal Feed

PARTNERS
Oak Investment Partners, Noventi Ventures, Gabriel Venture
Partners

Aurora Algae’s proprietary algae strains and production process uses arid land, seawater and captured carbon
pollution from industrial emitters, resulting in more capital efficient and more environmentally sustainable
algae farming.

Aurora’s Pilot-Scale Demonstration
Western Australia
Jobs 50

TIMELINE

Six 1-acre production ponds and more than 40 smaller
ponds producing 15 tons of biomass per month.

2007

Aurora Algae founded
under original name
“Aurora Biofuels.”

2009

Completes successful
pilot operations in
Florida. Biofuel
production successfully
passes ASTM
standards.

2010

Introduces the
industry’s first platform
for the production of
products in the
pharmaceutical,
nutritional supplement,
aquaculture and fuels
markets.
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2011

Completes build out
of new US-based
headquarters and labs.
Completes construction
of new plant in Western
Australia.

2012

Successfully completes
requirements for two
million dollar (AUD)
Low Emissions Energy
Development grant to
advance biomass
production.
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Cellana
Cellana, a leading developer of algae-based
bioproducts, uses the most productive
plants on earth—marine microalgae—to
photosynthetically produce its ReNew™
line of Omega-3 EPA and DHA oils, food
and feed, and biofuel feedstocks.
PRODUCTS
•

Omega-3 Nutritional Oils

•

Food and Feed Supplements

•

Biocrude Oil

Kona Demonstration Facility
Kailua-Kona, Hawaii
Jobs: 25-50 Investment: $20 million

PARTNERS
U.S. Department of Energy and the Department of Agriculture

Since 2009, Cellana has operated its Kona Demonstration Facility, a 6-acre, state-of-the-art production and research
facility in Hawaii. To date, more than 20 metric tons of whole algae (dry weight) have been produced using Cellana’s
ALDUOTM process with highly diverse strains, making ALDUOTM one of the most flexible, thoroughly tested, and
validated outdoor algae production technologies in the world.
Cellana is in the process of evaluating commercial algae facility locations

in Hawaii, the mainland U.S., the Middle East, North Africa region and in
Southeast Asia. Cellana’s biorefinery business model involves establishing
off-take agreements for biofuels, food/feed and Omega-3 nutritional oils to

be produced in algae facilities throughout the world with a total capacity of

TIMELINE

at least 100,000 metric tons of biomass per year.

2007

Cellana LLC, a joint
venture between Royal
Dutch Shell and HR
BioPetroleum is formed.

2009

Cellana’s Kona
Demonstration Facility
is commissioned and
comes online.

2013

Cellana signs
commercial-scale
agreement with Neste
Oil, the world’s largest
producer of renewable
diesel.

Comment Overview

2014

Projected supply
agreements for all three
algae-derived products:
Omega-3 oils, food/
feed, and biofuels.

2015/2016

Projected completion of
Cellana’s first
commercial production
facility.
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East Bend Demonstration
Union, Kentucky
Duke Energy and the University of
Kentucky
Duke Energy is the largest electric power
holding company in the United States
with more than $121 billion in total assets.
The University of Kentucky’s Center for
Applied Energy Research (UK CAER) is
an interdisciplinary research center focused
on the energy needs of the Commonwealth
of Kentucky. The Center, through its
technology innovation and service to the
community, contributes to improving the
lives of Kentuckians by creating jobs and
economic opportunities; by sustaining
vital industries and public services; and by
improving energy efficiency and protecting
the environment.
PRODUCTS
• CO2 Remediation Services
• Algal Biomass
• Fuel, Aquaculture,
Bioplastic and Feeds

Investment: $200,000 Capacity: 1,135 - 26,000 Liters

PARTNERS
KY Department of Energy Development and Independence; US-China Clean Energy Research CenterAdvanced Coal Technology Consortium; ENN Group; Pittsburgh State University; University of Delaware.

TIMELINE

A demonstration scale photobioreactor (PBR) is currently being
operated at Duke Energy’s East Bend Station using coal-fired flue
gas as the CO2 source. The PBR converts the CO2 in flue gas to
algal biomass, via photosynthesis. The biomass is then periodically
harvested to supply feedstock for upgrading into value-added
products. The low energy harvesting system recycles water and
unused nutrients.

2008

The University of
Kentucky begins its
algae project.

2010

ENN performs strain
evaluation using flue gas
at Duke Energy’s East
Bend Station.

2012

Algae based
CO2 mitigation
demonstration project
started at Duke
Energy’s East Bend
Station.

Comment Overview

2013

System volume
expanded, first periods
of sustained operation
off of flue gas.

2015

Continue and improve
flue gas utilization
studies/enhance
collaboration with other
strategic partners.
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Earthrise Nutritionals
Earthrise Nutritionals is the largest
producer of Spirulina algae in the world.
It is a 30-year pioneer in the field of
Spirulina research, biomass production,
sales and marketing. Earthrise distributes
Spirulina and Spirulina-based products
for the functional food, beverage, dietary
supplement, nutraceutical, and animal
feed markets in more than 20 countries
worldwide. Earthrise is currently engaged
in research collaboration with major
algae biofuel and bio-product companies
worldwide. Earthrise is a wholly-owned
subsidiary of DIC Corporation.
PRODUCTS
•
•

Spirulina and Spirulina-based
formulated green products
Spirulina extract (natural blue
colorant) product

Earthrise Calipatria
Imperial Valley, California
Jobs: 80-90

600 tons of Spirulina powder are produced each year in
37 ponds roughly 1.3 acres each

In addition to its currently operational ponds the company is testing two 2.5 and 4.5 acre ponds for biomass
production, the latter being the largest fully lined outdoor raceway pond ever tested for algae biomass
production. The facility has 80 additional acres of vacant land for future expansion.
Earthrise operates the world’s largest Spirulina farm on a 108-acre site

supplying more than 20 countries with the world’s best known Spirulina.
In the clean, sunny California desert, Earthrise® Spirulina yields more

TIMELINE

nutrition per acre than any other food.

1972

The progenitor of
Earthrise, Proteus
Corporation, is founded
to develop Spirulina
blue-green algae as a
world food resource.

1982

Earthrise develops a
partnership with Japan’s
Dainippon Ink and
Chemicals, Inc. (now
DIC Corp.). Earthrise
later becomes wholly
owned by DIC.

2012

Earthrise enters
agreement with
Sapphire Energy to
license a Spirulina
strain and production
technology for
algae-to-energy
production.
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2013

Earthrise operates the
world’s largest Spirulina
farm, and together with
its sister company’s
farm, DIC group is
the largest Spirulina
producer in the world.

2015

A new $10 million
extraction plant
strengthens leadership
in Spirulina based
food colorings market.
A new lab faciliates
collaborative research.
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Large algae farm operating with power plant CO2

Global Algae Innovations
Global Algae Innovations is a leader in low
cost algae production technologies. The
company is developing a suite of advances
in open pond algae growth with novel,
low-cost production technology in every
process step. Many of these technologies
have been demonstrated in the company’s
operation of the 8-wetted acre Kauai
Algae Farm, which operates solely on CO2
supplied from the adjacent power plant’s
flue gas. As a result, economical, sustainable
production of protein and biofuel are now
within reach.
Global Algae Innovations is also leveraging
these advances to bring disruptive, low-cost
production to other algae markets such as
functional foods, nutraceuticals, pigments
and aquaculture.
Global Algae Innovations has operations
in California and Hawaii.

Kauai Algae Farm
Lihue, Hawaii

Jobs: 19
Annual Capacity: 240 tons
Integrated, large-scale demonstration of cutting-edge
algae technologies
PRODUCTS
•
•

•

Functional Foods

•

Pigments

•

Algal Biofuels
Commodity
Protein

Nutraceuticals

•

Aquaculture Feed
Ingredients

PARTNERS
Algaeventure Systems; Evodos; General Electric Power & Water; Hawaii BioEnergy; Kuehnle
AgroSystems; Texas A&M AgriLife Research; TSD Management Associates; University of California at
San Diego - Scripps Institution of Oceanography; the U.S. Department of Energy.

TIMELINE

The largest raceway at the Kauai Algae Farm is 3.2 acres, and the
design is scalable to individual raceways of over 50 acres. The harvest
technology attains 100% harvest efficiency, and the recycled water is
crystal clear with 10 times greater clarity than the tightest drinking
water standard.
The 50 foott tall CO2 absorber receives power plant flue gas directly
with no pretreatment required.

2014

In its first year of operation, Global Algae Innovations retrofitted
the Kauai Algae Farm with over 25 technology advances including
state-of-the-art, low energy use harvesting technology; massively
scalable open pond raceways; and high efficiency CO2 capture
and use from the adjacent power plant flue gas. The company
was awarded three U.S. government contracts for development of
advanced algae production technologies.

2015

Global Algae Innovations is currently working with and
seeking additional partners for scale-up and construction
of commercial algae facilities for protein, nutraceuticals,
pigments and CO2 capture and reuse.
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Joule
Joule has pioneered a CO2-to-fuel
production platform, effectively reversing
combustion through the use of solar energy.
The company’s platform applies engineered
catalysts to continuously convert waste
CO2 directly into renewable fuels such as
ethanol or hydrocarbons for diesel, jet fuel
and gasoline. Free of feedstock constraints
and complex processing, Joule’s process can
achieve unrivaled scalability, volumes and
costs without the use of any agricultural
land, fresh water or crops. Joule is privately
held and has raised over $200 million in
funding to date, led by Flagship Ventures.
The company operates from Bedford,
Massachusetts and The Hague, The
Netherlands, with production operations
in Hobbs, New Mexico.
PRODUCTS
•

Joule Demonstration Plant
Hobbs, New Mexico
Jobs: 30

At full-scale commercialization Joule is targeting productivity
of up to 25,000 gallons of ethanol/acre/year and 15,000 gallons
diesel/acre/year.
PARTNER: Audi

Ethanol
With a total workforce of 120, Joule currently holds 61 patents and allowances plus 95+ applications pending.
In 2012, Joule was named a World Economic Forum Technology Pioneer and in 2013, the company was
named a Bloomberg New Energy Pioneer.

TIMELINE

The Hobbs plant is designed to test and optimize Joule’s
technology and process at increasingly larger scale. The catalysts
and systems undergoing optimization in Hobbs, along with
the operational knowledge gained, will form the fully-validated
blueprint for future commercial plants.

2007-2011

2011-2014

2015-2017

2017-2019

Initial Invention and Lab
Demonstration.

Field Demonstration.

Industrialization
Phase I.

Industrialization
Phase II and
Commecial Roll-Out.
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Learn more about the algae industry at www.allaboutalgae.com

About the Algae Biomass Organization
The Algae Biomass Organization (ABO) is a 501(c)(6) non-profit whose mission is to
promote the development of viable commercial markets for renewable and sustainable
commodities derived from algae. Its membership is comprised of people, companies and
organizations across the value chain. More information about ABO, including its
leadership, membership, costs, benefits and members and their affiliations, is available at
the website: www.algaebiomass.org.

Algae Biomass Organization
www.algaebiomass.org
877.531.5512
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January 29, 2016
LEG 2016-0065

Ms. Rajinder Sahota, Branch Chief, Cap And Trade Program
Mr. Jason Gray, Manager, Market and Auction Monitoring
Mr. Greg Mayeur, Manager, Offset Program Implementation
Ms. Mary Jane Coombs, Manager, Allowance Allocation And Leakage
California Air Resources Board
1001 I Street
P. O. Box 2815
Sacramento, CA 95812

Re: Sacramento Municipal Utility District’s Comments re the
December 14, 2015 Workshop on Cap and Trade Changes and
California’s Plan for the Clean Power Plan
SMUD appreciates the opportunity to comment on prospective changes to the Cap and
Trade structure in response to experience with the program, the USEPA’s adoption of
the Clean Power Plan for existing power plants, and the enactment of Senate Bill 350
this year. SMUD has extensive comments on these issues below, particularly on the
integrated resource plan targets that are mentioned in SB 350 and the ARB staff’s
concerns about the current RPS Adjustment.

I.

Integrated Resource Plan Targets Per SB 350

Senate Bill (SB) 350 included language that requires certain utilities (IOUs and larger
POUs) to adopt an integrated resource plan (IRP) that ensures these utilities meet GHG
“targets” established by ARB that are consistent with achieving a 40% economy-wide
reduction in GHG below 1990 levels by 2030. SB 350 provides no legislative direction
to ARB about establishing these targets, although the Governor established the 40%
target by Executive Order in April of last year. SMUD contends that ARB has significant
flexibility to establish targets that are consistent with the fundamental structure of the
Cap and Trade program. Under Cap and Trade, individual sources do not have a
specific, binding, pre-defined “target” level of GHG emissions they are required to meet.
SMUD does not believe that SB 350 requires such predefined, binding, target levels of
emissions for the electric sector or for the individual utilities that are required to develop
IRPs.
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At the December 14th workshop, ARB staff stated their understanding that the IRP
targets in SB 350 are not meant to introduce sub-targets within the existing, multi-sector
Cap-and-Trade program, and any proposal “… must not disrupt the efficient operation of
the economy-wide program ...”1 SMUD supports the ARB staff position because any
specific sector and entity-specific GHG target levels will not change the total amount of
emissions from within that system, hence will not achieve additional emission
reductions. Binding sector and/or source-specific GHG reduction requirements within
this structure will only constrain the ability to find and choose the lowest-cost reductions
within the covered sectors and sources, thereby raising overall costs of getting to the
cap. In particular, specific binding targets within the utility sector will only raise
ratepayer costs without securing any actual statewide GHG benefit.
Setting binding GHG targets for the electricity sector and entities within the electricity
sector raises several difficult questions:
1) How binding utility-specific targets in the electric sector would interact with basic
source-based obligation under the Cap and Trade structure.
2) Whether the electricity sector should remain covered by the Cap and Trade
program at all, if entities have specific targets that must be met.
3) Whether fairness demands that targets also be set for other sectors and entities
under the cap (including utilities not covered in the SB 350 IRP requirements).
While SB 350 does not address these other sectors, the ARB likely has authority
to address these sectors in some fashion as it deals with the implied electric
sector targets from SB 350.
These questions reinforce the necessity, in SMUD’s mind, of finding a path that does
not establish binding GHG targets in the electricity sector.
SMUD recommends that the ARB consider the following points in meeting the implied
requirements of SB 350:

1



SB 350 does not direct ARB to establish targets for the electricity sector. ARB
and collaborative agencies can simply state that by virtue of participation in a
Cap and Trade structure with an economy-wide cap that reflects a 40% reduction
in GHG emissions from 1990, along with complementary programs in the electric
sector (e.g., the 50% RPS, doubling of energy efficiency, the emissions
performance standard, and electrification of other sectors), the electric sector and
SB 350 covered entities are on a course that is consistent with the 2030 goal.



If ARB believes that targets must be established under SB 350, for the electricity
sector, any specific targets do not need to be, nor should be, binding targets that

Staff Presentation at 18. http://www.arb.ca.gov/cc/capandtrade/meetings/20151214/rpssb350.pdf
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must be met under ARB regulation or as a mandatory requirement in an IRP. An
IRP does set out procurement prospects and goals that are actionable, but these
are typically not binding. As time progresses, entities can and should adjust their
resource planning to the circumstances and information that arises.


If ARB believes that targets must be established under SB 350 for the electricity
sector, ARB has the flexibility to adopt ranges, rather than specific targets, to
reinforce the concept that these are not hard, enforceable, amounts. The target
ranges could account for high and low scenarios of load growth, energy
efficiency savings, electrification load, renewable procurement (while meeting the
RPS requirements), etc.



If ARB believes that targets must be established under SB 350 for the electricity
sector, ARB does not need to establish ongoing or interim targets, only final
targets for the year 2030. Unlike the Cap and Trade program, which has
compliance periods and annual and triennial surrender obligations, SB 350 and
IRPs point to long-range planning.



If ARB believes that targets must be established under SB 350 for the electricity
sector, ARB has the flexibility to reflect in those soft targets the projected or
estimated emission reductions in the transportation and other fuel sectors from
electrification of these end-uses. These targets would reflect overall impacts
from measures included in an IRP, then, consistent with an economy wide 40%
reduction in GHG, but would be clearly separate from a Cap and Trade obligation
or compliance structure.



If ARB believes that targets must be established under SB 350 for the electricity
sector, ARB has the flexibility to establish rate-based targets, in the form of tons
of GHG/MWh, rather than mass-based targets (“benchmarks” in the ARB
presentation on this issue). A set of soft, rate-based targets for the utility sector
and SB 350 IRP entities is easier to separate from the basic obligations under
the Cap and Trade structure, avoiding disruption of the efficient operation of that
program. A rate-based structure provides emission guidance targets, while
preserving the compliance instrument trading and retirement structure of the Cap
and Trade program. A rate-based structure helps to insulate an SB 350 IRP
entity from increased emissions due to unexpected load growth. While in such a
circumstance the entity would still have to be provided or procure compliance
instruments to cover emissions under Cap and Trade, the entity would likely see
little change in its emission rate, and hence also still be within the guidance of a
rate-based SB 350 target.

II.

RPS Adjustment

Introduction: SMUD worked for and appreciated the adoption of the RPS Adjustment,
and believes strongly that it should be continued in the Cap and Trade program. SMUD
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believes that our use of the RPS Adjustment has been in conformance with the Cap and
Trade and Mandatory Reporting regulations, and we have not experienced any
concerns or issues from our independent verifiers or from ARB staff concerning our use
of the provision. Hence, we believe it is possible to use the RPS Adjustment as
intended, and strongly encourage its continuance. SMUD believes that the issues
identified by ARB staff concerning how the RPS Adjustment has been working can be
resolved, and stands ready to work with staff and other stakeholders to make the
provision work, including modifications and clarifications that may be necessary to ease
the verification burden and ensure against any double counting activity. SMUD
generally supports the Joint Utility letter filed on January 15th, 2016 by Claire Halbrook,
with a slightly different perspective on RECs.
As SMUD mentioned in the December 14th workshop, we have used the RPS
Adjustment to help conform our carbon obligation under the Cap and Trade program
with the carbon footprint of our renewable procurement. We think that such
conformance is generally good, as nonconformance of these values can lead to
confusion on the part of consumers and other stakeholders. Hence, SMUD supports
structures that work to conform the carbon obligation and carbon footprint to the extent
that they can be made to work under the Cap and Trade structure.
With a source-based Cap and Trade compliance structure, a utility’s compliance
obligation can vary significantly from the utility’s carbon footprint. An individual utility
may have no owned-sources or covered imports, and hence have no carbon obligation,
but still procure power from covered sources that emit GHG within California and hence
have a “carbon footprint”. Less stark or complete examples of this situation are
common in the Cap and Trade environment today – any utility that procures power from
a merchant, covered, emitting source within the state for sale to its retail customer has a
“footprint” related to that power, but no Cap and Trade compliance obligation. In these
cases, however, the carbon footprint matches the carbon emitted from the resources
procured by the utility.
RECs and GHG Attributes: SMUD agrees with standard concept and practice in
California renewable programs and structures, including the RPS and voluntary
renewable procurement, that the buyer of a REC acquires the environmental attributes
of the underlying energy. However, SMUD suggests that the only attributes that can
come along with the REC are those associated with the generation and delivery of the
underlying renewable power. To SMUD, that means the REC carries the zero or nearzero GHG emissions and criteria emissions characteristic of the underlying energy.
What happens on the interconnected grid as a result of the renewable generation –
which resources are displaced on the grid – is not under the control or ownership of the
REC buyer, and hence cannot be carried with the REC. While in general the renewable
generation will imply that GHG emissions are reduced somewhere, this reduction is not
clearly under the control of the REC procurer. Hence, if GHG reductions are associated
with the REC under Cap and Trade, there is the potential for double-counting
reductions–once with the RECs and again with the actual reductions that occur
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elsewhere. In addition, the renewable generation may in some cases displace nonGHG emitting power, or may displace GHG emitting power that is never imported to
California. A REC then, cannot carry any specific claim of an amount of GHG emission
“reduction” so that it can be considered “tradable” in the Cap and Trade compliance
arena.
That said, it is true that generally the concept of procuring renewable power involves
procuring a zero-GHG resource. There are many instances in the Cap and Trade
structure where one’s carbon obligation is not reduced by this zero-emission
procurement – where there is a mismatch between the underlying GHG emissions of
the resource procured by the utility and the procurer’s Cap and Trade carbon obligation.
The RPS Adjustment was a fix for one of these types of mismatches – where a utility
bought bundled renewable power outside the state, but the power could not be
delivered to the state, and substitute emitting power was delivered in its stead. Again,
SMUD supports continuing to include fixes such as the RPS Adjustment to the extent
possible in the Cap and Trade structure.
Clarifying Existing RPS Adjustment: The current RPS Adjustment is only available to
renewable procurement that is not directly delivered to California (to a CA balancing
authority). A corollary requirement is that any renewable electricity that is directly
delivered cannot be associated with an RPS Adjustment. A third related requirement is
that directly delivered energy from a specified source must be reported as specified
power (from that source). This third requirement is more related to ARB’s desire to
have accurate reporting and an accurate inventory of the emissions from imported
power sources, rather than a requirement that exists because of the RPS Adjustment.
As SMUD understands it, ARB staff is concerned that some entities have claimed the
RPS Adjustment by virtue of procuring the RECs in a transaction where the underlying
renewable energy was delivered to a California Balancing Authority (BA) as unspecified
power. Below, SMUD describes a way in which this transaction may be acceptable to
ARB. If ARB simply wants to keep the existing RPS Adjustment, and avoid instances
where the RPS Adjustment is claimed with the REC and the underlying power is directly
delivered as unspecified power, SMUD recommends the following regulatory changes
to the Cap and Trade and Mandatory Reporting regulations:
Section 95852(b)
(4)

RPS adjustment. Electricity procured from or generated by an eligible
renewable energy resource reported pursuant to MRR must meet the
following conditions to be included in the calculation of the RPS
adjustment:
(A)

The electricity importer must have:
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1.

Ownership of, or contract rights to procure, the electricity
and the associated RECs generated by the eligible
renewable energy resource; or

2.

A contract with an entity subject to the California RPS that
has ownership of, or contract rights to, the electricity and
associated RECs generated by the eligible renewable
energy resource, as verified pursuant to MRR.

(B)

The RECs associated with the electricity claimed for the RPS
adjustment must be placed in the retirement subaccount of the entity
subject to the California RPS, and party to the contract in
95852(b)(4)(A), in the accounting system established by the CEC
pursuant to PUC 399.25, and designated as retired for the purpose
of compliance with the California RPS program within 45 days of the
reporting deadline specified in section 95111(g) of MRR for the year
for which the RPS adjustment is claimed.

(C)

The quantity of emissions included in the RPS adjustment is
calculated as the product of the default emission factor for
unspecified sources, pursuant to MRR, and the reported electricity
generated (MWh) that meets the requirements of this section,
95852(b)(4).

(D)

An RPS adjustment cannot be claimed for electricity generated by
an eligible renewable energy resource when that electricity is
directly delivered, regardless of REC ownership. Any claim for an
RPS Adjustment must be accompanied by an attestation that the
underlying renewable electricity was not directly delivered and that
substitute electricity was delivered to a California balancing
authority in the amount equal to the RPS Adjustment claim.

This clarifies the circumstances in which the RPS Adjustment can be claimed, and adds
requirements to assist in verification of the RPS Adjustment claim. The verification
requirements can be met for generation that cannot be delivered to California (so that
substitute generation is required for delivery) or through a contractual requirement that
binds the REC seller from delivering the underlying electricity to California.
Modifying and “Extending” the RPS Adjustment: Alternatively, SMUD suggests that
ARB take the opportunity presented by the current difficulties with the RPS Adjustment
to revise the Cap and Trade structure to be more consistent with the RPS program and
standard understandings of RECs in California. SMUD believes that the zero or nearzero GHG attribute of eligible renewable generation can be associated clearly with the
ownership of RECs in more instances in the Cap and Trade structure, and that this
action would serve to conform the RPS program and Cap and Trade to a significantly
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greater degree and to reduce market confusion about an entity’s carbon obligation in
comparison to its carbon footprint. SMUD believes that conformance between Cap and
Trade and the RPS program should be pursued in all cases where it can be established
without harming the integrity of either program.
The RPS applied to electric utilities or load serving entities and the Cap and Trade
applies to sources of electric power, either in-state or imported. These sources may or
may not be controlled by and hence also an obligation of the LSE. An electric utility can
reduce its GHG emissions by either reducing electricity use, and hence emissions,
through efficiency programs, or by switching to lower or zero emission sources to
provide electricity, such as renewable power. As a complementary program to the Cap
and Trade program, the RPS is intended to foster procurement of renewables in part so
that GHG emissions from the electric sector are reduced. Individual utilities must
comply with the RPS, and by complying are expecting that they are contributing to
reducing GHG emissions and are reducing their carbon footprint and potentially also
their GHG compliance obligation under Cap and Trade.
For example, adding any new renewable (or other zero-emission) generation that
directly serves customer load will reduce generation from fossil sources to serve that
load, thereby reducing the utilities’ carbon footprint. If the fossil sources reduced are
from the utility’s first deliverer imported power contracts, or from sources in the state
that contribute directly to the utility’s Cap and Trade emissions, this new renewable
procurement also reduces the utility’s Cap and Trade obligation. On the other hand, if
the new renewable procurement is not delivered to a utility’s service territory it generally
will not reduce emissions associated with serving that utility’s retail load. The utility will
have a reduced carbon footprint in concept, but no change in its Cap and Trade
obligation.
This implies three types of renewable procurement that do not directly reduce the
emitting resources serving a utility’s load, and hence may lower the utility’s carbon
footprint but have no impact on the utility’s Cap and Trade obligation:
1. Renewable generation from outside California that is not delivered, but
explicitly associated by the utility with delivered substitute power. Currently,
the ARB correctly allows the RPS Adjustment to reduce the utility’s Cap
and Trade obligation as well as its carbon footprint.
2. Directly-delivered renewable generation from outside a utility’s service area
that does not come with energy explicitly delivered to the utility’s service area.
Whether located in California or imported, the utility’s Cap and Trade
obligation is not reduced if not imported all the way to the utility’s service
area, thereby allowing other emitting procurement of the utility to be reduced.
No policy is in place to attempt to conform Cap and Trade obligation to
carbon footprint here.
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3. Unbundled procurement of RECs but no underlying renewable or substitute
generation from outside one’s service area. This may lower an entity’s
carbon footprint, but does not explicitly change Cap and Trade obligations.
Again, no policy is in place to conform Cap and Trade obligation to
carbon footprint.
In the first case above, the ARB has established a policy in which the zero-emission
nature of the LSE renewable procurement is recognized in the Cap and Trade structure.
There is renewable generation that occurs, which will displace, in most if not all cases,
fossil, GHG-emitting power. When the renewable generation is outside of California2
and not delivered to a CA balancing authority, the emission reductions are not
accounted for under the Cap and Trade structure, and it is appropriate for ARB to
recognize those reductions through the RPS Adjustment. It is important to recognize
that since the emission reductions are not in capped jurisdictions, they occur without
offsetting emission increases in those jurisdictions, allowing ARB to recognize those
reductions under the Cap and Trade system.
However, if the renewable generation associated with an RPS adjustment is delivered
to California as a specified, zero-emission source, that delivered generation will tend to
displace fossil generation in the state, and reduce GHG emissions from these sources.
If an entity’s specific emissions and Cap and Trade compliance obligation is adjusted
via the RPS Adjustment, there is the potential for double counting of emission
reductions, which under the Cap will allow commensurate but inappropriate GHG
emission increases.
On the other hand, if the renewable generation associated with an RPS adjustment is
delivered to California as an unspecified source, this impact does not occur. An
emission obligation comes with the imported power, and that makes it reasonable for
ARB to allow an RPS Adjustment associated with the RECs from the renewable
generation. There is no longer the potential for inappropriate double counting. SMUD
believes that ARB should relax the restrictions on the RPS Adjustment to allow the
practice for RECs in which the underlying renewable energy is delivered to a California
balancing authority as unspecified power. This has the benefit of further conforming the
fundamental RPS and Cap and Trade policies of the state, while preserving the
environmental integrity of the Cap and Trade structure.
ARB’s apparent rationale for disallowing an RPS Adjustment for the RECs associated
with renewable generation that is stripped of the RECs and delivered as unspecified
power is that any power that is from a specified source should be delivered as specified,
with the appropriate specified source emission factor, in order to preserve the accuracy
of emission reporting for sources and imports to California. SMUD suggests that in this
2

More specifically, outside any “capped system”, but in current reality in the Western Grid this is only
California.
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case there is no overall reduction in accuracy – RECs are imported to California and are
allowed to reduce an entity’s carbon obligation by the amount of underlying generation
times the default emission factor while the energy is delivered as unspecified with a
matching default emission factor applied. The overall accounting for emissions is
exactly the same as if the RPS Adjustment was not allowed and the specified source
was delivered with the specified-source emission factor. SMUD believes that
conformance between the RPS and Cap and Trade structures here should be given
more weight than the specific accuracy of emission reporting for a source rather than for
the system as a whole.
To implement this change to the RPS Adjustment, SMUD refers to the edits to the Cap
and Trade and MRR regulations that were detailed in the joint utility letter filed on
January 15, 2016 by Claire Halbrook as a guide to the necessary changes.
SMUD recommends going beyond this change to the RPS Adjustment to further
conform the RPS and Cap and Trade structures in California, and further conform an
entity’s carbon obligation to its carbon footprint. Case 2 above covers the case where
renewable generation is directly-delivered to a California balancing authority, but not
explicitly delivered all the way into the utility’s service area. The electricity is sold as null
power, the procuring utility owns the RECs and uses them for the RPS (or similar
program) and also counts a reduction in carbon footprint, but does not receive a
reduction in Cap and Trade obligation. Again there is a lack of conformance between
the foundational RPS and Cap and Trade policies in California.
SMUD suggests a further extension of the RPS Adjustment concept to cover this
situation, and bring further RPS and Cap and Trade conformance. As long as the
underlying energy is delivered to a California balancing authority as unspecified or null
power, the ARB should allow the REC procurer to include an RPS Adjustment
associated with the RECs. The Cap and Trade obligation is then recognized as
“transferred” from the REC holder to the procurer of the null power within California.
The procurer of the null power now would have a Cap and Trade obligation while the
procurer of the RECs would see a commensurate reduction in Cap and Trade
obligation. The overall, total, Cap and Trade obligations remain constant -- there is no
double counting.
A common factor in both of these recommended changes, for Cases 1 and 2, is that
there is power delivered into the Cap and Trade structure, and ARB can monitor and
regulate that delivery. Since the REC is effectively stripped in both cases, ARB should
explicitly indicate that the null power left behind in such transactions should be sold as
unspecified power with a default emission factor – the zero or near-zero emission factor
that defines the specified renewable source goes with the REC.
This is in contrast to Case 3, where a California utility simply buys an unbundled REC
with no power as allowed by the RPS. In this case, there is no clearly associated power
to which to assign the default emission factor and monitor reporting and compliance
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with that requirement. In most cases, unbundled REC will be procured from a resource
not directly delivered to a California balancing authority, and without any associated
delivery of substitute power. While the underlying renewable generation should
conceptually be sold as null power with default emissions in the source jurisdiction,
typically ARB has no ability to monitor or enforce such a requirement if the generation is
not within California or no associated generation is delivered to California.
Hence, while SMUD would welcome further conformance of the RPS and Cap and
Trade structures Case 3 as well as 1 and 2, SMUD recognizes that the inability of ARB
to enforce the required structure at this time makes such conformance impractical at
this time. Further development of multi-jurisdictional polices will be necessary in order
to consider this change.
SMUD was involved in the initial Western Climate Initiative effort on this issue, in which
the null power and REC structure recommended here was not chosen. SMUD notes
that the market anticipated in WCI a multi-state Cap and Trade structure in the western
interconnect and beyond has not materialized. California is the only western
interconnect state that has moved forward (with linkage to Quebec, from which
electricity imports are moot). Hence, SMUD suggests that ARB now has the opportunity
to reflect the market structure that has developed and the RPS that has further
developed in California and reconsider a broader null power and REC structure for the
Cap and Trade program.
SMUD recommends that specified sources only be allowed to be reported as
unspecified power where there are explicit RECs that were also generated by that
source and those RECs are being accounted for in the Cap and Trade structure as
proposed above. In particular, the recommended policy should continue to not allow a
specified source with emissions greater than the default emission factor to report as
unspecified.

III.

Interaction With Clean Power Plan

SMUD believes that this is a complicated area that will take some time to sort out. The
sorting does not need to fully occur necessarily in this set of amendments. There is no
real interaction between the two programs at present, all the interaction is years away.
In particular, any Cap and Trade amendments for the third compliance period can
proceed without considering CPP interactions.
However, any amendments to Cap and Trade proposed for post-2020 must account for
CPP interactions. SMUD recognizes that a degree of certainty about post-2020
structures facing California obligated entities is useful as early as possible. Hence,
SMUD submits the following initial comments on Cap and Trade and CPP interactions:


SMUD believes that the post-2020 Cap and Trade can easily be made
consistent with the CPP compliance periods simply by making the first post-
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2020 compliance period after 2020 a four-year compliance period. With
annual surrender, there should not be a problem with a four-year period in
this one instance. A four-year period will be easier to conform to the 20222024 first compliance period under CPP. Alternatively, ARB could “setaside” 2021 as a single compliance year, simply continuing the 2020
obligation for the subsequent year. A one-year compliance period may be
acceptable with no change in compliance obligation from the previous year.


SMUD believes that the reporting/compliance/allowance recording dates in
the CPP are impractical, since the California experience is that verified
emissions data for a year takes significant time to collect. If the allowance
allocation structure is well known ahead of time, as it was for utilities in the
Cap and Trade program, then recording allowances into accounts can
happen much later than envisioned in the CPP. At the same time, other
allowance provisions to industry and for various special cases (legacy
contracts) depend on good emissions and other data for the previous year,
and hence require a later recording date. SMUD would encourage ARB to
understand if the CPP scheduling dates can be altered to reflect the need for
good data, per the California experience.



SMUD supports the specific instances of borrowing allowances from future
periods or allocations in the economy-wide Cap and Trade program, and
does not believe that CPP interactions imply that these would need to be
modified or removed from the Cap and Trade program.



SMUD agrees that backstop provisions will be an important issue to address,
but finds it difficult to comment specifically without more definition of the
provisions.



IV.

SMUD agrees that the issue of imported power being covered under the Cap
and Trade, as well as regulated by the CPP in the exporting states requires
significant thought and consideration of potential Cap and Trade
modifications to ensure that there is not inappropriate double-regulation of
these sources. It is particularly important not to have the costs of imported
power to California increased by regulations that conflict with or interact
poorly with each other.
Clean Power Plan Modeling Analysis

SMUD supports the modeling analysis path that ARB and collaborative agencies have
described. The state measures approach relies on a showing to EPA that modeling
shows almost no chance of non-attainment of the emission reductions expected from
the existing covered sources. SMUD believes that the “stress case” aimed at modeling
the highest possible level of emissions from the covered existing generating units
covered by the CPP include the following provisions:
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An assumption that the current required retirement or repowering dates of
Once-Through Cooling obligated plants are modified due to system needs to
keep these plants on-line longer. There have already been several approved
extensions for compliance with the OTC regulations, and the collaborative
agencies should model additional extensions for the stress case.
An assumption that the 50% RPS does not result in 50% of sales supplied by
renewables in 2030 due to exercise of the cost-containment and other
flexibility measures in the structure.

Cost Containment and Offsets

SMUD has argued previously that the ARB should find a way to apply the offset limit to
facilitate full use of offsets up to the limit, and to exclude some offsets from the limit. It
is now clear from the record in the first compliance period that the market could not or
certainly did not fully utilize offsets – only 4.5% of the compliance instruments
surrendered were offsets, well below the 8% limit. As SMUD and other stakeholders
have noted, greater use of offsets will help to contain the costs of obligated entities
under the Cap and Trade program.
SMUD suggests two changes to the offset structure to help preserve full use of the
offset limit and reduce potential Cap and Trade costs.
First, SMUD suggests that the ARB allow entity’s to “carry over” any unused portion of
the offset limit across compliance periods or by spreading unused amounts over the
broader market. The actual practice in the first compliance period makes clear that
some entities will not, for one reason or another, avail themselves of their full offset
potential for compliance, which will simply increase compliance costs in the market for
all entities without any additional reduction in GHG emissions.
Second, SMUD suggests that ARB exempt from the offset limit any offsets that provide
in-state ancillary environmental benefits similar to actual reductions at capped sector
facilities. One way to structure this would be to exempt offsets from the 8% limit if the
offset projects involve one or more of the following:


a direct reduction or avoidance of any criteria air pollutant in California;



a direct reduction or avoidance any impacts on water quality in California;



a direct alleviation of a local nuisance within California associated with the
emission of odors;



direct environmental improvements to land uses and practices in California’s
agricultural sector;
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direct environmental improvements to California’s natural forest resources
and other natural resources; and



a direct reduction of the need for mitigation of the impacts within California of
rising global greenhouse gas emissions.

SMUD also remains concerned about the possibility that carbon offsets can be
invalidated within 8 years of project approval, and that the liability for such invalidation
belongs to the buyer of the offsets. SMUD believes that this policy has significantly
constrained use of offsets to date. ARB should reconsider alternatives to buyer liability
such as pools to make whole any invalidated procurement and/or enforcing liability
somehow on offset producers.

VI.

Streamlining And Miscellaneous Recommendations

Streamlining: SMUD supports streamlining the auction and financial settlement
processes in the Cap and Trade program as presented by ARB staff in the October 2,
2015 workshop. It is highly desirable to stakeholders for ARB to move towards
electronic submission of forms into CITTS wherever feasible, particularly for forms that
are to be signed and submitted by an entity’s PAR or AAR. Forms that require
signatures by others such as company executives could also be submitted electronically
if it is feasible to include the electronic signatures of those signatories in the system
easily. For forms that are needed relatively infrequently, or that are to be signed by
relatively infrequent users of CITSS, a hardcopy option should be maintained. Perhaps
the simplest option here would be to allow the PAR/AAR to upload a PDF file with a wet
signature from the required official.
POU Allowance Value Report: The ARB should consider extending or changing the
deadline for submission of POU allowance value report to better conform with the
timeline for annual MRR verification. POUs have the option of using allowances to
provide for compliance, and it is helpful for determining and reporting on the use of
allowance value for the POU to have full, verified knowledge of the compliance
obligation for the year. SMUD is unaware of any specific reason for the allowance value
report to be required as early in the year as it currently is, or any reason why the date
for the report could not be moved until after verification is done for the previous year’s
emission obligation.
In addition, the allowance value form requires inclusion of funds not just from the
previous year, but also covering funds which have been spent “by the date of the
signature on this form”. This practice is messy and does not conform to standard
accounting practices. Ideally, the report would require what money had been spent in
the compliance year in question, and funds not spent by the end of the year would be
flagged as unspent and updated on the next year’s report. All value use would still be
reported, just on a cleaner schedule than currently required. Requiring what was spent
after the compliance year ends through whatever arbitrary date the signature was
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finalized on is nearly impossible from a timing perspective. The books in accounting are
done monthly, so any date in the middle of a month falls outside normal practice and
runs the risk of incomplete information, not yet finalized from a booking and reporting
perspective. To address this accounting difficulty, SMUD typically “rounds” to the end of
the month for this form.
KYC Requirements, Option 2: SMUD understands that the ARB was going to
consider including additional changes to the Know Your Customer regulations.
Specifically, SMUD understood that ARB would take KYC Option #2, which is currently
just in a guidance document, and put it into the regulations directly. This will reduce
stakeholder concerns about the KYC requirements.
POU Allowance Designations: The current Cap-and-Trade regulation allows a POU
to designate what amounts of administratively provided allowances that the Executive
Director should place in the POUs limited use holding account or in the compliance
accounts of: 1) an electrical generating facility operated by the POU; 2) an electrical
cooperative; or 3) a JPA in which the POU is a member and with which it has a power
purchase agreement. SMUD still desires a fourth allowable designated use to the
compliance account of a federal power authority that is importing electricity products on
the behalf of an electric distribution utility. This would reduce costs and complexity in
comparison to the current structure, which requires the provision of allowances through
a seemingly unnecessary sell/buy operation in a Cap-and-Trade auction.
Voluntary Renewable Energy Provisions: SMUD continues to support the ability of
entities with voluntary renewable energy programs to include resources that take
advantage of the RPS adjustment. Voluntary programs help to reduce overall GHG
emissions through the greater than required procurement of renewable generation, and
these programs would be furthered by including the option of procuring the lower cost
intermittent resources that can most effectively be procured through an RPS Adjustment
transaction.
However, the Cap-and-Trade regulations currently reserve the use of the VRE program
for only directly delivered renewables, not allowing the “RPS adjustment” pathway.
SMUD continues to recommend that the Cap-and-Trade Regulations allow use of the
VRE provisions for voluntary program procurement of RPS eligible resources that could
take advantage of the RPS Adjustment. This will provide equal treatment for RPS
procurement and VRE procurement.
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SMUD appreciates the opportunity to comment on prospective changes to the Cap and
Trade structure in response to experience with the program, the USEPA’s adoption of
the Clean Power Plan for existing power plants, and the enactment of Senate Bill 350
this year.
/s/
____________________________
WILLIAM W. WESTERFIELD, III
Senior Attorney
Sacramento Municipal Utility District
P.O. Box 15830, M.S. A311, Sacramento, CA 95852-0830
/s/
____________________________
TIMOTHY TUTT
Program Manager, State Regulatory Affairs
Sacramento Municipal Utility District
P.O. Box 15830, M.S. A313, Sacramento, CA 95852-0830
cc: Corporate Files
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January 11, 2016
Mr. Craig Segall
Senior Staff Counsel
California Air Resources Board
1001 I Street
Sacramento, CA 95812-2828
Re: Clean Power Plan and Linkage Discussion at December 14, 2015 Workshop
Pacific Gas and Electric Company (PG&E) thanks the Air Resources Board (ARB) staff for the
opportunity to comment on the December 14, 2015 Electric Sector Workshop presentations on
the Clean Power Plan (CPP) and regional linkage. As a result of California's progressive and
forward-looking policies, the state is already on track to achieve the reductions prescribed by the
U.S. Environmental Protection Agency (US EPA). PG&E will continue to work with California's
other utilities, the ARB, and other state agencies on an implementation plan that builds off of
existing initiatives, while providing the flexibility to meet the rule's emission reduction goals in
the most affordable and sustainable manner. With this objective in mind, PG&E has developed
the following comments in response to the CPP and linkage discussion from the recent
workshop.
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I.

Clean Power Plan Compliance Demonstration

PG&E appreciates ARB’s initial modeling efforts to demonstrate that affected electric generating
units (EGUs) in California will meet the interim and final CO2 goals assigned to the state by the
US EPA under the CPP. We understand the scope and purpose of this compliance demonstration
exercise, and provide suggestions below on how it could be improved. In addition to this
exercise, we recommend ARB perform modeling to inform upcoming state policy decisions.
Specifically, PG&E suggests that ARB use California’s updated targets in assessing compliance,
clarify various assumptions used in the compliance demonstration, and improve its modeling by
including updated state policies, creating sensitivities to reflect policy uncertainties, and
modeling regional dynamics. We also recommend that ARB conduct additional modeling to
inform policy choices, including those regarding the treatment of electricity imports, linkage to
other mass-based CPP programs, leakage demonstration, and the role of transportation sector
policies on the state’s emission reduction goals and Cap-and-Trade Program.
A. Scope of Compliance Demonstration
Below are PG&E’s suggestions regarding the scope of California’s State Plan compliance
demonstration.
i.

Applicable EGUs and State Targets

The CPP provides the ARB the flexibility to revise the state-level rate- or mass-based goal if
variation in baseline data or inventory may impact such goals.1 Since ARB has identified
approximately 22 additional covered EGUs that result in an increase to California’s covered
emissions of approximately 1.5 MMT CO2 in 2012, ARB should recalculate California’s state
rate- and mass-based targets accordingly, and model compliance against these updated targets.
ii.

Modeling Assumptions

Regarding ARB’s presentation on its initial compliance demonstration, PG&E requests that ARB
clarify the following assumptions:
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Whether new sources are included in the model, and whether ARB’s “new source
complement” was added to the state’s target when calculating California’s compliance
position;
Whether the Diablo Canyon nuclear power plant is operating or not in the non-stress
scenarios;
What the levels of energy efficiency are in each case; and
How imported electricity is treated in the model and in the different cases.





iii.

Modeling Recommendations

PG&E recommends that ARB enhance its compliance demonstration by:


Modeling the updated RPS provisions and an assumed extension of the Cap-and-Trade
Program;



Making assumptions about other states’ CPP state plan approach and modeling the
broader WECC market to better assess regional impacts;



Modeling compliance when imported electricity is subject to the California carbon price
(if not already done so), when imported electricity is subject to double regulation and
when it is subject to regulation solely by the exporting state;



Modeling biomass resources at different CO2 emission levels; and



Modeling economic retirement of EGUs in addition to the assumptions about planned
retirements.

B. Modeling to Inform Policy Choices
In addition to the compliance demonstration, we recommend ARB perform modeling to inform
policy choices, particularly regarding the treatment of electricity imports and allowance trading
with mass-based CPP programs.
i.

Emissions from Imported Electricity

As noted above and in more detail in Section II below, different assumptions about the regulation
of CO2 emissions from imported electricity upon CPP implementation may lead to different
carbon prices across various states, which could result in less efficient units being dispatched
because of a lower carbon price in a given state, and less natural gas generation in California.
Additional modeling conducted independently, or as part of the state’s compliance
demonstration, should be conducted where imported electricity is 1) modeled as subject to the
California carbon price, 2) subject to double regulation, and/or 3) as subject to regulation solely
by the exporting state. This analysis would help assess the impact of the regulation of emissions
from imported power on state and regional emissions and power markets.
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ii.

Linkage and Regional Considerations

California is in a unique position to potentially link its Cap-and-Trade Program with additional
jurisdictions such as Ontario and Manitoba, as well as with states who choose mass-based, tradeready approaches under the CPP. PG&E believes that broad allowance trading is the most
promising approach to reducing emissions at low cost. PG&E’s initial modeling analysis with
ICF Consulting, using its Integrated Planning Model (IPM), has found that broadening the scope
of allowance trading under the CPP significantly reduces compliance costs.1 Such trading would
also result in a uniform carbon price across participating states, which would promote efficient
investment and dispatch in power markets. We also note that in linking its Cap-and-Trade
Program (through a state measures approach), California’s emission budgets are determined by
California and not by the CPP. As a result, California would not expect to be in a natural long
position like it would be under budgets based on the CPP.
We encourage ARB to conduct modeling that would explore the potential impacts of broader
linkage so that California can better design and comply with all state and federal GHG-related
regulations while maintaining the provision of safe, reliable, and affordable electricity to our
state’s residents. For this modeling, PG&E encourages ARB to explore the use of optimization
models, which can show how the state can achieve its goals in the most cost-effective manner.
Import/Export Accounting Framework
The ARB notes that under the CPP’s import/export accounting framework, which accounts for
links between a broader market and a CPP EGU-only market (i.e., emission standard states), at
the end of a CPP compliance period:


Net allowance imports from EGUs in an EGU-only market are subtracted from reported
CO2 emissions in the importing state (the state with a broader market)



Net allowance exports from EGUs in the broader market state are added to reported CO2
emissions in the exporting state (the state with the broader market)

Regarding modeling this framework, PG&E does not expect the accounting framework itself to
affect the California carbon market; rather, what impacts the market is the linkage to other
jurisdictions where their allowances could be used towards compliance with Cap-and-Trade.
While linkage between states employing a state measures approach does not appear to be
possible, these states may still be effectively linked by both linking to the same (presumably
larger) EGU-only market. Since PG&E expects the California program to be a net importer of
allowances, broader linkage could help reduce compliance costs. Because of the import/export
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accounting framework, California’s net import of allowances would also make it less likely that
the backstop would be triggered.
iii.

Leakage

PG&E agrees with ARB that there would be no economic incentive for leakage to new sources
under California’s current Cap-and-Trade Program. California’s Program appears sufficient to
meet EPA leakage requirements. However, ARB could also choose to include the new source
complement under a state measures approach. To inform this decision, we encourage ARB to
compare the compliance cushion (the gap between expected covered emissions and the CPP
target) with and without inclusion of new sources in its CPP compliance analysis. This will
provide helpful information to ARB and stakeholders in evaluating whether or not to use EPA’s
new source complement as part of the leakage demonstration.
iv.

Impact of Transportation-Related Policies

The status of transportation-related policies and programs to achieve the state’s emission
reduction goals will impact the Cap-and-Trade Program, especially as California’s emission
reduction goals become more stringent. Therefore, modeling to assess the impact of these and
other complementary policies will be critical to understanding their role in cost-effective
emission reduction. PG&E recommends that ARB further examine the role of policies related to
fuels, vehicles, and Vehicle Miles Traveled (VMT) on the state’s linked Cap-and-Trade Program
to assess their impact on abatement quantities and costs.

II.

Clean Power Plan and Cap-and-Trade

A. Emissions Reporting Deadlines and Compliance Periods
PG&E recommends that ARB leverage the preliminary electricity generation facilities reports
filed annually on April 10, per the Mandatory Reporting Regulation (MRR), to meet the US EPA
state emissions reporting deadline of July 1. Alternatively, ARB could instead use the Subpart D
data reported annually on March 31 to US EPA as part of the federal Greenhouse Gas Reporting
Program (GHGRP). Either of these options would preclude the need to make disruptive changes
to existing reporting schedules and avoid introducing additional reporting requirements.
PG&E also recommends that ARB align its post-2020 compliance periods with US EPA’s. The
CPP notes that states can choose to set shorter compliance periods than the compliance periods
set in the regulation, but cannot set longer periods.2 Therefore, it would be in the state’s best

2

CPP, p. 64849
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interest to align with the US EPA’s 2-3 year compliance periods for greater compliance
flexibility.
Regarding amendments to align California’s Cap-and-Trade Program with CPP compliance
periods and deadlines, we recommend that any changes to the deadline for submitting emissions
reports that may be needed to satisfy CPP compliance should not be applied to all emissions
reports filed pursuant to the MRR. PG&E, for example, currently submits 14 third-party-verified
MRR reports on September 1. While submitting the non-verified electricity generation report
early might not prove overly burdensome, it is infeasible to submit all 14 verified reports before
July 1. Fortunately, PG&E’s proposal above would prevent the need to modify any existing
reporting deadlines. Modifying the MRR verification deadline for all reporting entities also does
not appear necessary for market purposes.
B. Allowance Borrowing
PG&E believes that the types of “borrowing” currently permitted under the Cap-and-Trade
Program are also permitted by the CPP under the state measures plan approach. These
borrowing provisions are similar in nature and effect to other flexibility mechanisms that EPA
identifies (e.g., allowance price containment reserves) as permissible under a state measures
plan. As with other flexibility mechanisms, EPA created the backstop provisions to ensure
achievement of its emission goals under a state measures plan.
We acknowledge that the current Federal Plan proposal prohibits borrowing altogether under its
emissions standard approach. However, California is currently pursuing a separate state
measures approach and should therefore not encounter any issues related to the borrowing
prohibition contained in the Federal Plan proposal. Additionally, the Final Rule prohibits
borrowing of emission rate credits under a rate-based emissions standard plan type, and once
again, this does not apply to California.
C. Treatment of Imports
ARB should work with the California Independent System Operator (CAISO) to ensure the
treatment of imports under the ARB’s Cap-and-Trade Program promotes efficient dispatch in
Western power markets once the Clean Power Plan is implemented. A pathway that results in
different GHG prices across various states within CAISO’s electricity market could lead to
inefficient dispatch and result in less efficient, higher heat rate units being dispatched because of
a lower GHG price in their state. This could risk the environmental and economic efficiency of
CAISO’s dispatch and result in increased GHG emissions across the CAISO footprint. This
could also have a significant impact on the economic benefits to California associated with
CAISO’s regional expansion. For these reasons, it is important that ARB’s approach to the
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treatment of imports within the Cap-and-Trade Program considers consistency with an expanded
regional CAISO electricity market and that ARB coordinates with CAISO and regional entities
to achieve efficient dispatch.
Absent any changes in California’s approach post-2020, power plants importing to California
could pay twice for GHG costs beginning in 2020 – once according to the CPP for the state in
which they are located and once to comply with California’s Cap-and-Trade Program. This
potential double regulation of imported power could distort siting incentives and least-cost
dispatch in electric markets, and raise costs for California ratepayers. Moreover, such double
regulation in and after 2020 could expose California’s GHG regulations to legal challenges under
the Commerce Clause as well as claims that California’s program violates the Federal Clean Air
Act by attempting to regulate the GHG emissions of sources in other states already subject to
federal GHG controls.
Allowing broad allowance trading across the Western Electricity Coordinating Council (WECC)
(i.e., through a “trading ready” approach) combined with removing imports from ARB’s Capand-Trade Program once the CPP takes effect is the clear first-best solution. This holds
particularly true as the CAISO market expands in the coming years. A broader electricity market
across the West would help to take full advantage of the region’s renewable resources by
integrating clean, renewable energy on a coordinated western grid. As the electricity markets
become increasingly integrated regionally, GHG markets should do no less.
D. Title V Permitting
ARB staff’s presentation at the December 14, 2015 workshop included two slides on “Title V
Permitting” (slides 14 and 15). These slides state, among other things, that “Power plant permits
will need to include CPP conditions for any applicable emissions standards”, and that ARB, CEC
and CAPCOA are working together to “Develop model CPP conditions to ensure consistency.”
These statements are consistent with relevant portions of ARB’s September 2015 “Clean Power
Plan Compliance Discussion Paper” (“Discussion Paper”), where ARB asserts that if ARB
adopts a “state measures plan” to comply with the CPP, requirements for EGUs to comply with
the MRR and Cap-and-Trade regulations will be federally enforceable. Any federally
enforceable elements of an approved CPP Plan that apply to EGUs would be Clean Air Act
“applicable requirements” and would be required to be included in Title V permits for the
affected facilities.
PG&E’s understanding of the CPP requirements for a state measures plan is very different from
the view expressed by ARB in the Discussion Paper and at the December 14 workshop. The
preamble to the final CPP, and the rule text itself, make it clear that a state measures plan need
not include any federally enforceable elements other than a federally enforceable backstop
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measure to be implemented if the state’s GHG emission reductions under the CPP plan fail to
achieve the interim and final targets specified for California. In that case, nothing in the
California CPP Plan would be federally enforceable against affected EGUs or become an
applicable requirement, and the Title V permits for existing EGUs in California need not be
modified to include CPP-related conditions.
As described in the CPP preamble, state plans may be either of two types: (1) all requirements
for meeting EPA’s emission guidelines are “in the form of federally enforceable emission
standards” (an “emission standards” state plan); or (2) the state’s mass CO2 emission goals may
be achieved “in part, or entirely, through state measures” (a “state measures” plan).3 A state
measures plan provides states with the flexibility to accommodate existing programs “that result
in avoided generation and CO2 emission reductions at affected EGUs. This includes marketbased emission budget trading programs that apply, in part, to affected EGUs, such as the
programs implemented by California and RGGI participating states…” (emphasis added).4 As
defined in the CPP, state measures are “measures that are adopted, implemented, and enforced as
a matter of State law. Such measures are enforceable only per State law, and are not included in
and codified as part of the federally enforceable State plan.”5 If a state plan “relies upon State
measures . . . in lieu of the emission standards,” the state plan is required to include various
specified elements, none of which are emission standards for affected EGUs (emphasis added).6
Thus, while California may include federally enforceable requirements for EGUs in its CPP plan,
there is no requirement that it do so (except for the required backstop measures).
Inclusion of backstop measures in the state CPP plan also does not require any immediate
changes to EGU Title V permits. The federally enforceable backstop must include “emission
standards for affected EGUs that will be put into place, if there is a triggering event listed in
paragraph (a)(3)(i) of this section, within 18 months . . ..”7 While the backstop included in the
state plan must be federally enforceable, federally enforceable emission standards for affected
EGUs need not be in place until 18 months after the backstop is triggered. Thus, the state CPP
plan need not include federally enforceable emission standards for EGUs that would require Title
V permit modifications for affected EGUs, making it premature for ARB to be considering Title
V templates or model conditions at this time.
If ARB decides to include federally enforceable emission standards for affected EGUs in its CPP
compliance plan, and those standards are part of a “mass-based emission trading program,” the

3

80 Fed. Reg. 64832
80 Fed. Reg. 64835, 64836
5
40 C.F.R. § 60.5880
6
40 C.F.R. § 60.5745(a)(6)
7
40 C.F.R. § 60.5740(a)(3)
4
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state plan will then be required to include the elements specified in section 60.5790(b) of the
final CPP. These include federally enforceable requirements for CO2 monitoring, reporting, and
recordkeeping by affected EGUs, and requirements for state allowance allocation and tracking.
PG&E is concerned that making any aspect of the MRR and the Cap-and-Trade program
federally enforceable will make it difficult to make future needed changes to the program, and
could result in situations where EPA or citizen suit enforcement actions interpret and apply the
MRR or Cap-and-Trade rules differently from ARB. Thus, any such federally enforceable
requirements should be as limited and simple as possible. A strong model is EPA’s permit
requirements for acid rain sources, particularly 40 C.F.R. § 72.40 regarding acid rain compliance
plans. The key permit element is a compliance plan that includes a certification that the
designated representative will hold allowances in at least the amount of the unit’s actual annual
emissions, and that the unit will meet any applicable NOx emissions limits. ARB should work to
assure that any federally enforceable requirements it adopts for affected EGUs in the CPP plan
are similar to EPA’s minimal but effective requirements for acid rain sources.
E. Backstop Provision
In the event the backstop is triggered, ARB could modify its Cap-and-Trade Program by
separating allowances into two categories: (1) allowances that may only be used by EGUs in
California regulated under the CPP, and (2) allowances that may be used by covered entities not
regulated under by the CPP. In the event of a federal backstop, category 1 allowances may not
be used by CPP-affected EGUs for Cap-and-Trade compliance. Banked allowances from
previous compliance periods and offsets would also not be available for use by an EGU during
the period of a backstop.
In the compliance period in which the backstop measures apply, the number of EGU allowances
in any compliance period would be capped at the level of emissions to be achieved under the
CPP compliance period in which the trigger occurs, less allowances reflecting emissions
reductions that the EGUs failed to achieve in the period that triggered the backstop. For
example, if in 2022-2024, California EGUs’ target equal 161 million metric tons (MMT) and
California EGUs covered under the CPP emit 191 MMT, then the 30 MMT deficiency that
caused the backstop to be triggered should be deducted from the quantity of category 1
allowances available to EGUs for Cap-and-Trade compliance. By limiting the allowances
available to EGUs to the quantity of emissions required by the CPP, the Cap-and-Trade Program
and infrastructure can be used to facilitate a federal backstop.
We also recommend that ARB explore alternative backstop flexibility features such as a “trade
ready” approach that would allow EGUs in California to utilize allowances from other “trade
ready” CPP programs if the backstop is triggered.
Sincerely,

PG&E Comments on the Clean Power Plan and Linkage
January 11, 2016
Page 10
/s/
Claire Halbrook
Climate Policy Principal
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January 22, 2016
Via Electronic Submission
California Air Resources Board
1001 I Street
Sacramento, CA 95812
Re:

Comments of Powerex Corp. on Potential Amendments to the Cap and Trade
Regulation and/or the Mandatory Reporting Regulation Concerning the
Reporting of Direct Deliveries and the RPS Adjustment

Dear Air Resources Board Staff:
Powerex appreciates the opportunity to provide comments as CARB considers potential
changes to the RPS adjustment program and in particular the role of Renewable Energy Credit
(“REC”) ownership. These comments address the concerns expressed by CARB staff during the
December 14, 2015 stakeholder workshop and are guided by the narrow “scope” of suggestions
requested by CARB staff during the workshop. They are offered in an effort to make the RPS
adjustment program work more effectively and with a higher degree of transparency.
The RPS adjustment is an optional financial credit offered to reporting entities to reduce
their compliance obligation. Powerex understands that CARB is currently concerned with the
potential double-counting of GHG emissions value due to (1) a zero GHG emission factor for
electricity from an eligible renewable energy resource (“ERR”) that is directly delivered in the State
of California; and (2) the RPS adjustment credit that is also claimed for the same electricity.
Powerex is providing two proposals, both of which will maintain accurate GHG emission
accounting for electricity imported into California and eliminate double-claiming of GHG emissions
from direct deliveries of imported electricity and the RPS Adjustment. The first proposal is offered
as a short term solution for the 2015 to 2017 period and would require no changes to either the Cap
and Trade Regulation (“CTR”) or the Mandatory Reporting Regulation (“MRR”). Powerex
understands that the second proposal may require regulatory amendments, and therefore offers it
as a medium term solution for the 2018 to 2020 period.
Under both of the Powerex proposals, all direct deliveries of electricity to California under a
written power contract will continue to be reported on the Specified Imports tab of the Electric
Power Entity (“EPE”) workbook and reported at the emission factor of the source facility. This will
enable CARB to accurately account for the GHG emissions from the generation of electricity
delivered to and consumed in California.
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Short Term Proposal (Reporting Years 2015-2017)
To eliminate double-counting, Powerex’s understands that any reporting entity that claims
the RPS adjustment (the “RPS Adjustment Claimant”1) is required to provide its third party verifier
with sufficient information to enable it to determine that any electricity associated with the RPS
adjustment claim was not directly delivered to California. To achieve this, two pieces of information
are needed regarding the disposition of the output of the ERR:
1. The amount of energy that was generated by the ERR (or the off-taker’s share of the
generation in those cases where the off-taker only has a share of the total output). This
quantity of energy is the same as the number of RECs produced by the ERR (or the offtaker’s share of the facility’s output, as the case may be); and
2. The amount of the energy from the ERR that was directly delivered to California.
The difference between the two values represents the maximum amount of the RPS adjustment
that may be claimed.
Double-counting issues arise from information asymmetry in which the RPS Adjustment
Claimant does not know how much of the output from the ERR was directly delivered to California.
Powerex’s proposal is based on the idea that while the RPS Adjustment Claimant may not know
how much of the output of the ERR was directly delivered to California, it will have a contract with
an entity that does know how much of the energy was delivered to California.2 Because the RPS
adjustment requires the importer to have a contract (see CTR section 95852(b)(4)(a)), the RPS
Adjustment Claimant must have a contract with a counterparty that is either (1) providing the
generation from the ERR, or (2) off-taking the generation from the ERR in a “firming and shaping”
agreement. In both instances the counterparty would likely have access to the requisite
information.
Electricity that is directly delivered to California has an eTag. If the RPS Adjustment
Claimant is not on the eTag, the RPS Adjustment Claimant will have a direct contractual
relationship with a counterparty that is on the eTag. This entity (the “Marketer”) may be (1) the
generator or an entity buying from the generator; or (2) the off-taker of the electricity from the ERR.
Even if the output of the ERR has been re-sold multiple times, the Marketer almost certainly is still
in the market path of the e-Tag. As such, the Marketer has access to data regarding the final
destination of the output of the ERR and could provide that information in aggregate to the RPS
Adjustment Claimant.3
In cases where the RPS Adjustment Claimant is not on the eTag, one of the entities with
which the RPS Adjustment Claimant has a contract will be (or will have rights to be), in either the
market path or the physical path of the schedules from the ERR. This party could provide
aggregated data to the RPS Adjustment Claimant. For example, where a Marketer takes receipt of
the generated energy from the ERR, the Marketer could provide the following attestation to the RPS
Adjustment Claimant with which it has a contract:
1

The majority of the time (but not always) this entity is the load serving entity regulated under the California RPS and the
ultimate holder of the REC.
2
For the purpose of this proposal Powerex is setting aside the important questions of which entity should have the right to
claim the RPS Adjustment or what intensity should be assigned to the directly delivered ERR’s that do not have REC serial
numbers.
3 To address confidentiality concerns, the Marketer could provide the RPS Adjustment Claimant with an attestation
containing the aggregated data of electricity directly delivered to California rather than the actual eTag data.
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Generation from the ERR (MWh) delivered to the Marketer
10,000
MWh delivered on a continuous transmission path to a 4,000
California Balancing Authority 4
Total MWh eligible for RPS Adjustment5
6,000
In cases where the output of the ERR (without the RECs) changes hands numerous times
before its final destination, the Marketer, with whom the RPS Adjustment Claimant has the contract,
will likely still be on the eTag and will still have visibility of the ultimate destination of the energy.
Therefore, the Marketer should have the ability to provide to the RPS Adjustment Claimant the
amount of the electricity from the ERR that was directly delivered to California.
Of course, the fact that the sink Balancing Authority (“BA”) on an eTag is a California BA
does not necessarily mean that the energy meets the “directly delivered” requirements. It indicates
only that the output of the ERR was scheduled on a continuous physical transmission path from the
ERR to a California BA. The eTag is silent to whether there is a written power contract for
electricity generated by the ERR. Therefore, the information on the eTag is used to determine a
presumed limit on the quantity of energy that is eligible for an RPS adjustment claim. Entities could
refute this presumption with sufficient data to demonstrate that there has been no double-counting.
Powerex offers this proposal based on the limited scope requested by CARB Staff during
the December 14, 2015 workshop and has not addressed the broader issues of the appropriate
emission factor assigned to “null power” or REC serial number reporting. Powerex appreciates that
there are considerably more complex configurations of contractual and scheduling relationships and
believes that this approach is viable as long as contracting parties provide sufficient information to
their counterparties. Powerex would welcome the opportunity to discuss this short term proposal
further with CARB staff.
Medium Term Proposal (Reporting Years 2018-2020)
Powerex recognizes that its second proposal would require regulatory and EPE workbook
changes. However, this proposal would simplify the data requirements for third party verification
while still providing CARB staff with accurate GHG accounting. We would be happy to offer specific
implementing language, but for now limit ourselves to describing the concept of the proposal.
For electricity that is directly delivered to California from an ERR, the reporting entity would
be required to flag whether the reporting entity has the contractual rights to the associated REC. If
the reporting entity does not have the contractual rights to the REC for the electricity from an ERR
(otherwise known as “Null Power”), then a compliance obligation on the reporting entity is triggered.
The compliance obligation is equal to the amount of electricity delivered multiplied by the default
emission factor. For reporting purposes, in addition to the current method of reporting imported
GHG emissions based on the emission factors of the underlying facilities, there would be a new
4

Simple delivery on a continuous transmission path to a California BA does not necessarily mean that the energy was
directly delivered (i.e. no written power contract). However, the volume on the eTag can be thought as the presumed amount
of electricity that was directly delivered.
5
In this example, the RPS Adjustment Claimant would be limited to a 6,000 MWh RPS Adjustment claim unless the RPS
Adjustment Clamant could otherwise prove to its verifier that any or all of the 4,000 MWh delivered to California on a
continuous transmission path did not meet the definition of directly delivery pursuant to the CTR and MRR (i.e. no written
power contract).
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column of data on the Specified Imports tab of the EPE workbook relating to the reporting entities’
compliance obligation that is triggered by the REC reporting flag.
Under this medium term proposal, the Specified Imports tab would provide two key pieces of
information for both CARB and the reporting entity:
1. CARB could determine the total GHG emissions based on the emission factor of the
specified facilities; and
2. The reporting entity could determine its compliance obligation based on the REC reporting
flag, and thereby also avoiding any double-counting of the GHG emissions when the REC
owner reports an RPS adjustment claim.
Under this proposal, if the written power contract from the ERR does not include the rights to
report the associated RECs, then the Null Power directly delivered to California would trigger a
compliance obligation for the importer; thus, any other reporting entity claiming an RPS adjustment
with the associated RECs would not be double-claiming.
There are several benefits to this approach:


Information asymmetry would no longer be an issue, as third party verifiers need only
look at the REC ownership provisions in the contracts underlying the Specified
Imports or RPS adjustment claims.



A reporting entity claiming a RPS adjustment would not be double-counting. Any
electricity from an ERR that was directly delivered to California that was stripped of
its REC would be marked as Null Power and, thus, would trigger a compliance
obligation on the importer.



The incremental compliance obligation would not ascribe a GHG intensity to the Null
Power, it would rather ascribe economic penalty to an importer that does not have
rights to report the REC upon import into California. (This is similar to the idea that
the RPS adjustment credit is not recognition of avoided emissions.)



The EPE workbook would provide summaries of both the GHG accounting
calculations, based on individual facility intensities, and compliance obligations
based on the Null Power flag.



CARB’s GHG accounting would be accurate. The GHG emissions for electricity that
is directly delivered to California would be calculated by the facility’s emission
intensity factor.

Powerex appreciates this opportunity to provide these proposals. We would be happy to
discuss them with staff and to develop proposed language if that would be helpful.
Yours truly,
Mike Benn
Energy Trade Policy Analyst
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January 20, 2016
Ryan Schauland
Air Pollution Specialist
Industrial Strategies Division
California Air Resources Board (ARB)
1001 I Street
Sacramento, CA 95814

Re: Informal Comments of Center for Resource Solutions (CRS) regarding the Cap‐and‐Trade
Regulation 2016 Amendments
Dear Ryan:
CRS appreciates the opportunity to submit informal comments regarding the cap‐and‐trade regulation
2016 amendments between workshop and official regulatory comment periods. Specifically, these
comments pertain to the final presentation1 at the December 14, 2015 workshop on CA Plan for
Compliance with the Clean Power Plan and Potential 2016 Amendments to the Cap‐and‐Trade Program,
which discussed the RPS Adjustment and the rules for accounting for specified source imports.
We are seeking to confirm our understanding of the double counting that is occurring and to respond to
the next steps and changes to the Mandatory Reporting Regulation (MRR) and cap‐and‐trade regulation
proposed at the workshop in advance of any rulemaking.
Summary of Double Counting between RPS Adjustment and Specified Source Imports
It is our understanding based on the presentation by ARB on December 14, 2015 that there have been
instances in which entities have direct delivered power for which they were generation‐providing entity
(GPE) unbeknownst to an entity that was purchasing the Renewable Energy Certificates (RECs)
associated with that power and taking an RPS Adjustment for those RECs. In data year 2014, these initial
claims for the RPS adjustment in violation of the MRR and cap‐and‐trade regulation represented double
counting of approximately 600,000 metric tons carbon dioxide‐equivalent (mtCO2e). We understand
that ARB was able to identify these RECs and correct this double counting with individual entities
through email correspondence.
It is possible for ARB staff to compare REC serial numbers to prevent this, but according to ARB, they
would face a moving target, in the sense that entities can resubmit data up until the verification
deadline. Also, since it is the only entity with access to all serial numbers for all entities, this would
represent a significant administrative burden for ARB staff.
We understand that ARB is planning rulemaking to correct the issue. At the December 14 workshop, ARB
staff presented next steps including:
 Possible removal of the RPS Adjustment;
1

Available on the ARB website at: http://www.arb.ca.gov/cc/capandtrade/meetings/20151214/rpssb350.pdf.

Comment Overview

Navigate to Table of Contents



Possible removal of REC serial reporting for specified sources from MRR and the Cap‐and‐Trade
Regulation; and
Alignment of the Cap‐and‐Trade Regulation with the MRR to make clear that claims of specified
source electricity can/must be made when the entity does not report the RECs associated with
the electricity.

We have been informed that there is one perspective at ARB that the program should just focus on
power that is imported and consumed—on direct delivery of power—and that the associated RECs may
not be important in this context.
Informal Comments
Assuming that our understanding above is correct, we have the following comments.
1. There will be double counting if energy is imported without the REC, considered zero emissions
specified power, and then the associated REC is counted as zero emissions by another program,
e.g. toward the Oregon RPS. RECs are therefore important in this context to prevent double
counting with other programs and policies. RECs are the currency for zero‐emission electricity
delivery and consumption in state compliance markets and the voluntary renewable energy
market. RECs are required for imported specified renewable energy to identify the energy as
renewable (avoid a compliance obligation) and to avoid double counting.
2. The Clean Power Plan (CPP) could be another reason not to remove the requirement for REC
reporting for imports. Thinking about the same scenario as above, if Oregon (or any other state
in the WECC) were also to adopt a mass‐based state measures plan and includes its RPS as a
state measure, it could get CPP compliance credit for electricity that was counted a zero
emissions in California, resulting in double counting between California and Oregon within the
CPP.
3. Double counting is not a permissible alternative to administrative burden. There are solutions to
alleviate this burden, such having an outside entity do verification of REC serial numbers, for
example.
4. The emissions associated with imported power must be verifiably tracked regardless because
electricity can also be double counted if not tracked all the way to end use. Eliminating REC
reporting requirement does not appear to simplify that verification.
5. Eliminating the REC reporting requirement for imports while keeping the RPS Adjustment would
not appear to prevent the double counting, which could still happen and would still require
monitoring by ARB, except it is made more difficult because in that case there are two different
tracking mechanisms used (i.e. the power or other instrument for the import and the REC for
the RPS Adjustment). Having the REC serial numbers for both allows the two to be compared. It
is unclear to us how eliminating the requirement for REC reporting for specified imports would
help prevent directly delivered RECs from being counted in RPS Adjustment.
6. The current requirement at Sec. 95852(b)(3)(D) of the cap‐and‐trade regulation is nevertheless
insufficient to prevent double counting, and its wholesale removal would weaken it further.
Ideally, to prevent double counting, ARB must ensure that RECs associated with imported
Comments of Center for Resource Solutions on Cap‐and‐Trade 2016 Amendments
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electricity do not leave the state, once a MWh is imported without emissions. See Comments of
Center for Resource Solutions regarding the July 2013 Discussion Draft of the California Cap‐and‐
Trade Regulation, August 2, 20132 (reproduced below).
Regarding the change to the criterion for electricity importers to claim a compliance obligation for delivered
electricity based on a specified source emissions factor at Sec. 95852(b)(3)(D), from “RECs must be retired” to
“REC serial numbers must be reported,” this change appears to be appropriate provided that 1) the importer is
not itself delivering to load, and 2) the REC stays in state and the electricity is not wheeled out of state as zero
emissions electricity. If the importer is delivering directly to end users, including for the RPS, then retirement of
the REC should be required to prevent double counting. And if the REC is traded out of state to be used in a
different system by either the importer, an in‐state LSE, or other entity after the REC has been reported by the
importer to avoid a compliance obligation, then there is double counting. Only in the case that the FJD
importer is not delivering to load and simply using the REC to prove that the electricity was delivered into the
state without emissions (avoiding compliance obligations) and then trading the REC in state is “reporting”
sufficient. The in‐state LSE isn’t regulated for imports, so there wouldn’t be double counting of the REC under
the cap‐and‐trade in this case. Please clarify whether you agree. Please also clarify how double counting will be
avoided if the REC is sold out of state or power is wheeled out of state as zero emissions after “reporting” by
the FJD per this Section. How will ARB track the REC to make sure it stays in state or whether the power is
wheeled out in order to prevent double counting?

Please feel to contact us with any questions about these comments, or if we can otherwise be of
assistance.
Sincerely,

Todd Jones
Senior Manager, Policy and Climate Change Programs

2

Available online at: http://resource‐solutions.org/site/wp‐
content/uploads/2015/07/CRScommentstoARBonJuly2013draftCTreg_8‐2‐2013.pdf
Comments of Center for Resource Solutions on Cap‐and‐Trade 2016 Amendments
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Electronically filed at:
http://www.arb.ca.gov/lispub/comm2/bcsubform.php?listname=capandtradecpplanws&comm_period=1
January 11, 2016
Craig Segall
Senior Staff Counsel
California Air Resources Board
1001 I Street
Sacramento, CA 95184
Re: Comments in Response to Public Workshop on California’s Plan for Compliance with the
Clean Power Plan and Potential 2016 Amendments to the Cap-and-Trade Program
Dear Mr. Segall:
On behalf of the Natural Resources Defense Council, and our more than 72,000 members in California,
we appreciate the opportunity to comment on the material and issues presented by staff at recent
workshops regarding the state’s plan for complying with the Clean Power Plan (CPP). The CPP sets the
first-ever federal limits on carbon pollution from power plants, the nation's largest source of the pollution
driving dangerous climate change. While California has been implementing an aggressive portfolio of
policies for many years to reduce carbon pollution across the economy, the CPP provides an important
boost to expand clean energy, level the playing field throughout the country, and drive the pace of change
needed to avert the worst impacts of change.
The CPP also presents new opportunities for California to link its existing programs with other states,
which holds the promise of achieving greater reductions at lower cost. However, if California is to pursue
this opportunity, it must carefully maintain the environmental integrity of its existing programs. This
letter focuses specifically on those challenges in the context of evaluating mass-based trading pathways
for California under the CPP.
I.

Compliance Plan Overview And Timing

We offer brief comments below on staff’s initial direction as presented in the September 2015 Clean
Power Plan Compliance Discussion Paper.1
A. ARB Should Develop A Compliance Plan Through A “State Measures” Approach Based
On The Cap-And-Trade Program And A Federally-Enforceable Backstop For Affected
EGUs
We support staff’s inclination to develop a compliance plan via a “state measures” approach that builds
off California’s existing suite of regulatory measures to reduce carbon emissions from the power sector.
While this approach would likely not be the preferred approach for most states, California’s existing
1

http://www.arb.ca.gov/cc/powerplants/meetings/2015whitepaper.pdf
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economy-wide cap means a standalone mass- or rate-based plan for affected EGUs would likely be both
burdensome and unnecessary. The state measures framework is better designed to accommodate
California’s existing programs (which include but extend beyond the power sector) and ensure they can
be integrated smoothly to meet the requirements of the CPP. As the discussion paper notes, the cap-andtrade program “bakes in” the reductions achieved by California’s diverse array of energy efficiency and
renewable energy policies without having to develop a separate accounting and verification framework.
California’s economy-wide carbon market does require the inclusion of a federally-enforceable
“backstop” for affected EGUs. However, the probability of that backstop ever being triggered is very
low.2 The potential difficulty of deploying a backstop should accordingly not force the state to redesign
its functional carbon market for a less optimal solution (e.g. as a reason to sever the power sector from the
economy-wide cap). Finally, a state measures approach maintains greater flexibility for California to
adjust its regulatory portfolio as needed to meet both federal and state climate goals without subjecting
each component to federal jurisdiction.
B. ARB Should Submit A Final Compliance Plan By September 6, 2016
We recommend ARB finalize its compliance plan by the September 6, 2016 deadline established by EPA
in the rule. While EPA has allowed states to submit a more general “initial submission” and request an
extension of up to two years, we see no reason to delay, and substantial benefits from an on-time
submission. ARB may need to make adjustments to the cap-and-trade program to sync with the CPP, as
discussed at the workshop,3 but the core of its compliance plan is already in place and operating
successfully. By moving first, ARB has an opportunity to influence and strengthen the design of other
states’ plans by specifying the conditions on which it would trade with other states for CPP compliance.4
As discussed below, there are several threshold design features for state plans that will have significant
consequences for the expected environmental outcomes of future linkages California may pursue and for
the CPP broadly (such as whether new sources are included in compliance plans for existing sources).
Many states are currently undecided on these key design features. Submitting a plan on time provides the
opportunity to shape the resolution of these choices facing every state, on which California has extensive
technical expertise and experience, and establish the rules of the road for trading.
C. Backstop Design And Considerations
As noted above, in light of the low probability of the backstop ever kicking in, we recommend ARB focus
on developing a backstop program that is simple and adheres clearly to the requirements of the CPP that
each affected EGU come into compliance. This should not require any changes to the ongoing operation
of the existing cap-and-trade program. Rather, ARB should include provisions in its submission to EPA
that in the event the required “state measures” demonstration reveals emissions from affected EGUs
exceed the maximum deviation from the state’s glide path, a separate mass-based power-sector only
2

As the modeling results presented by agency staff confirm
http://www.arb.ca.gov/cc/capandtrade/meetings/20151214/cppmodeling.pdf
3

ARB, “Clean Power Plan Compliance Discussion Paper,” Sept. 2015
http://www.arb.ca.gov/cc/capandtrade/meetings/20151214/ctamendscpp.pdf
4

Even though a “state measures” approach would preclude California from distributing the power sector specific
allowances available to it under the CPP, the size and buying power of the California carbon market presents an
opportunity to ensure strong state programs by other states that wish to trade with California. Assuming California’s
economy-wide cap declines on a trajectory consistent with achieving Governor Brown’s executive order to reduce
emissions 40 percent below 1990 levels by 2030 (i.e. well below EPA’s CPP target), the opportunity to sell
allowances into the California market may well be attractive to a number of states.
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program will kick in automatically for affected EGUs that ensures their aggregate emissions come into
compliance with EPA’s target. These “backstop” allowances could be distributed freely to utilities for the
benefit of customers, just as current allowances are distributed to the electric sector, but would be tradable
only within the California power sector.5
II.

Environmental Integrity Considerations In Evaluating Inter-State Trading And
Accounting for Imports In The Cap And Trade Program

As discussed above, the state has a unique opportunity to influence the design of compliance plans in
other states that stand to benefit from the ability to trade with California.6 Assuming threshold
environmental integrity criteria are met, the benefits of regional cooperation include reduced leakage risk,
more stable and aligned long-term climate policy, aligning CPP compliance within the anticipated
expansion of the balancing authority operated by the California Independent System Operator (and
general direction toward a more integrated Western power market), and promoting efficient dispatch and
investment on the basis of a uniform carbon price across the WECC.
However, those benefits largely depend on – and must not come at the expense of – maintaining the
environmental integrity of California’s program. Accordingly, we strongly recommend ARB evaluate
trading opportunities under the CPP only if the following conditions are met:
1. Allowance Surplus/Headroom
As the modeling results presented at the workshop confirm, even under an extreme stress case California
will in all likelihood meet and exceed its emission reduction target under the CPP. The degree of
California’s “over-compliance” in turn creates a large potential pool of reductions that could be deployed
to ease compliance in other states. A state measures approach would foreclose this possibility, as ARB
would only issue allowances up to the level required to ensure compliance with California’s more
ambitious state-level reduction policies (i.e. a 40% statewide reduction by 2030), not EPA’s more lenient
target. While it is possible to conceive of alternative program designs that taps into this surplus, doing so
would undermine, if not eliminate, the ability of the state to meet its own greenhouse gas reduction goals
and dampen the incentive to shift to clean energy in power markets. As California is not the only state
with significant headroom below its EPA target,7 it has an important opportunity to lead by ensuring its
own state-level reduction goals drive the amount of carbon allowances it makes available.
2. Preventing Leakage To New Sources
As the discussion paper notes, Section 111 of the Clean Air Act establishes distinct processes for new and
existing sources. New sources are regulated by U.S. EPA directly under section 111(b), which establishes
new source performance standards for new, modified, and reconstructed fossil-fuel-fired EGUs. Existing
sources are regulated under emission guidelines issued under section 111(d), which is the purview of the
Clean Power Plan. Although in California both new and existing sources are covered under the cap-andtrade program, there is no federal requirement that states include new sources in mass-based caps
developed to meet their CPP obligations. Accordingly, absent other safeguards, there is clear potential for
5

ARB could also explore making Clean Energy Incentive Program credits available to affected EGUs as an
additional source of compliance, should California elect to participate in the program.

6

Subject to the import/export accounting framework required for links between a broader market and a CPP EGUonly market. See 40 C.F.R. § 60.5740(a)(2)(ii)(H); see also 80 Fed. Reg. at 64894.

7

Including Oregon and Washington, California’s Pacific Coast Climate Action Plan partner states.
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leakage from existing to new sources under a mass-based compliance plan: as long as a new source
complies with the NSPS standards under section 111(b), there are no regulatory limits on the carbon
pollution it may emit. As such, California should employ a strong presumption against trading with any
state that excludes major emissions sources from its cap, including new sources subject to 111(b).
EPA recognized this risk in the final rule, and will only approve state plans that adequately demonstrate
how to prevent leakage from existing to new sources, including through adoption of an optional “new
source compliment” for mass-based plans. EPA is still evaluating the federal and model rules to finalize
its requirements on how best to address this concern. But in determining whether or not to trade with
another state, CA should maintain a presumption against linkage with any state that fails to include new
sources and separately analyze the sufficiency of leakage prevention measures – in particular how the
state allocates allowances – if new sources are excluded, even if the state plan is approved by EPA. ARB
should also require any EGU not included in a mass-based cap to continue to comply with the imports
requirement, as discussed below.
3. Accounting For Imported Power
State law requires California to account for the emissions from imported power in achieving its statewide
reduction targets.8 As a result, the cap-and-trade program assigns a compliance obligation to all power
delivered into California, even if it originated out-of-state. This is a critical, albeit insufficient, mechanism
to mitigate the potential for leakage to states that lack comparable emissions reduction requirements.
Once states that export power to California are subject to the CPP (post 2022), ARB has raised the issue
of whether the policy of accounting for the emissions associated with imported power should be revisited,
as those emissions will be subject to limits in their state of origin.
Simply having the CPP in effect in states that export power to California, however, is not on its own a
legally sufficient basis for ARB to cease accounting for the emissions from imports. California law
anticipates these dynamics in evaluating linkages. Senate Bill 1018, passed in advance of California
linking its cap-and-trade program with Quebec, requires the Governor, on the advice of the Attorney
General, to make a series of findings before any future linkage proceeds, including that the program in the
jurisdiction with which California proposes to link is of equal or greater stringency. 9 And for good reason:
if not, the resulting dynamics of trade will not reflect efficiencies or least-cost reductions so much as
leakage from a program of greater stringency to a program with less stringent reduction requirements.
Accordingly, we strongly recommend ARB retain the import requirement unless and until a finding is
made pursuant to SB 1018 that the state with which California would trade CPP allowances has
developed a compliance plan of comparable stringency for all of its fossil EGUs. In that instance, as in the
case of full program linkage, specified sources located in those states that export power to California
would face the same compliance obligation as in-state generators in the form of a harmonized carbon
price applicable to all power generation in the linked market. But to retain a level playing field, the import
requirement should remain in effect for all other first deliverers into California, including both
unspecified power sources and specified power sources originating from states in which California has
not linked through the SB 1018 process. Furthermore, as mentioned above, ARB should retain a strong
presumption against linking with a state that excludes new sources. At a minimum, the imports
requirement should remain in effect for any source not covered by the mass-based cap.

8

See Cal. Health & Saf. Code §§ 38505(m), 38530(b)(2).

9

See Cal. Govt. Code § 12894(f)(1).
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To accommodate the impact of CPP compliance in states that export power and do not link to California,
ARB should evaluate calibrating the compliance obligation on imported power to reflect the gap in
stringency (reflected in the carbon price for states that pursue a mass-based plan) between California’s
program and the CPP plan of the exporting state.10 This would prevent a disparity from emerging that
could facilitate leakage – and violate the legal requirements on accounting for imported power in AB 32 –
while avoiding the prospect of “double regulation” (assigning a compliance obligation to the same EGU
emissions in both the state of origin and destination).11 ARB should also calibrate its imports requirement
to apply to any state that exports power to California but opts to comply with the CPP through a ratebased plan.
Thank you for considering these comments. We look forward to providing more detailed analysis on these
issues in the months ahead and engaging with staff and stakeholders to develop a timely compliance plan
that continues California’s exemplary climate and clean energy leadership.
Sincerely,

Alex Jackson
Legal Director, California Climate Project

Noah Long
Director, Western Energy Project

10

For example, if an out-of-state EGU emits 100k MT associated with specified power deliveries into California
over the course of a CPP compliance period, and the average carbon price – using, e.g., quarterly auction results –
over that same period was $10/ton in the state of origin compared to $15/ton in California, ARB would assign that
EGU a compliance obligation of 500k MT ($5/ton differential x 100k MT).

11

We present this only as an option that warrants further evaluation. We appreciate the legal and market
implications require a thorough analysis, which is beyond the scope of this comment letter.
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1231 Eleventh Street
P.O. Box 4060
Modesto, CA 95352
(209) 526-7373

January 15, 2016
Ms. Rajinder Sahota
Chief, Climate Change Program Planning & Management Branch
California Air Resources Board
1001 I Street
Sacramento, CA 95814
Filed Electronically
Re:

Modesto Irrigation District’s Comments on the Renewable Portfolio Standard
Adjustment from the December 14, 2015 Workshop on Proposed Amendments to
the Cap-and-Trade Regulation

Dear Ms. Sahota:
The Modesto Irrigation District (MID) welcomes the opportunity to align our comments
regarding the Renewable Portfolio Standard (RPS) adjustment with those of our peers in the
electric utility sector. MID fully endorses Pacific Gas and Electric Company’s (PG&E)
comments, submitted January 15, 2016, which include suggested amendments to the RPS
adjustment sections of the Cap-and-Trade Regulation and Mandatory Reporting Regulation
(MRR).
MID’s out-of-state renewable resources, particularly wind energy, represent a cornerstone of our
fulfillment of the requirements of the state’s RPS program. The firmed and shaped nature of our
out-of-state supply of wind energy allows this inherently variable resource to be a valuable
component of MID’s overall energy portfolio. The RPS adjustment is valuable to MID because
it provides a mechanism by which eligible out-of-state renewable resources are fully and
rightfully attributed with the renewable and environmental benefits that they generate. The RPS
adjustment ensures that MID is fairly compensated for its investment in these benefits. MID
took early action and procured eligible out-of-state renewable resources under the RPS program,
and equity requires that this early action be counted towards similar emissions reduction goals
under the Cap-and-Trade program.
MID recognizes that the accuracy and integrity of emissions accounting under Cap- and-Trade
and MRR is a primary goal, and agrees with ARB that there are some challenges presented by
the current version of the RPS adjustment that allow for transactions in conflict with this goal.
Chief among these issues are the potential for double-counting the zero emission power from an
eligible renewable resource, and the difficulty of verifying direct deliveries of specified source
power and ownership of its associated Renewable Energy Credits (“RECs”).
Despite these challenges, the value of the RPS adjustment to California ratepayers is great
enough to justify that we work together to find a solution that enables the RPS adjustment to
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function as originally intended. Any solution must: (1) maintain the economic status quo of
RPS-eligible out-of-state renewable resources, (2) eliminate the possibility of double-counting
environmental attributes, (3) allow for accurate and timely third-party verification of RPS
adjustment claims and specified source direct deliveries, and (4) be mindful of the costs of
implementing and maintaining the program.
As PG&E suggests, by linking the ability to import specified source power from RPS-eligible
resources to the ability to present ownership or usage rights of the REC serial numbers
attributable to such imported power combined with disallowing claims of specified source
imports without the proof afforded by ownership/usage rights of the REC serial numbers,
specified source claims should be much easier to verify and will be mutually exclusive among
generation providers and energy-importing utilities. MID believes that the thoughtful and simple
amendments to the Cap-and-Trade and MRR regulations proposed in PG&E’s comments,
submitted on January 15, 2016, represent an effective starting point towards developing a
solution that satisfies all of the aforementioned goals while maintaining and strengthening the
RPS adjustment.
MID appreciates the opportunity to submit these comments. MID is committed to working with
ARB staff and our peers in the industry to craft a comprehensive and lasting solution that will
ensure that the RPS adjustment continues to protect our ratepayers’ investment in renewable
resources. This collaboration enables us to receive the greenhouse gas reduction benefit of these
resources.
Sincerely,

Greg Salyer
Interim General Manager
Modesto Irrigation District
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Shell Energy North America
4445 Eastgate Mall, Suite 100
San Diego, CA 92121
www shell, corn/us/energy

January 15, 2016
California Air Resources Board
1001 I Street
Sacramento, CA 95812
Re:

Shell Energy North America (US), L.P. Comments on the Renewable
Portfolio Standard Adjustment Following the December 14, 2015
Workshop on the Proposed Amendments to the Cap and Trade Regulations

To: California Air Resources Board:
Shell Energy North America (US), L.P. (“Shell Energy”) appreciates the opportunity to
comment on the Air Resources Board’s (‘ARB”) proposed amendments to the cap and trade
regulations. Thank you for considering the following comments on the Renewable Portfolio
Standard (RPS) Adjustment in response to the ARB Staffs presentation at the December 14, 2015
workshop.
ARB Staff indicated that the RPS Adj ustment was developed, in part, to help entities that
have made long-term investments in out-of-state renewable projects. The RPS Adjustment was
developed to ensure that those long-term investments were not stranded when the renewable
power from those projects could not be imported into California in real-time. The RPS
Adjustment language also provides obligated entities the ability to claim an RPS Adjustment for
renewable contracts that are firmed and shaped” (Portfolio Content Category 2 (PCC 2))
products, as defined under P.U. Code Section 399.16(b)(2).
Shell Energy supports elimination of the RPS Adjustment post-2020. Elimination of the
RPS Adjustment at that time affords obligated entities adequate time to reflect PCC 2 eligibility in
their contracts. Moreover, the timing fits with the program redesign for post-2020. During the
interim period between now and 2021, the ARB has the tools to ensure that entities claiming the
RPS Adjustment are reporting the data correctly.
The ARB should enforce the language in Section 95852 of the cap and trade regulations.
This language (Emission Categories Used to Calculate Compliance Obligations) provides as
follows: The following criteria must be met for electricity importers to claim a compliance
obligation for delivered electricity based on a specified source emission factor or asset controlling
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California Air Resources Board
January 15,2016
Page 2

(D) If RECs were created for the electricity generated and reported
supplier emission factor
pursuant to MRR, then the REC serial numbers must be reported and verified pursuant to MRR.’
.

.

.

.

If an obligated entity is reporting any volumes on the specified resource worksheet, the
verifier must confirm that the entity has an underlying contract with the source. Additionally, if
the project is renewable and created RECs, regardless of whether or not the obligated entity
bought the RECs, the reporter must include the REC serial numbers in the workbook.
Additionally, the ARB must recognize that obligated entities claiming an RPS Adjustment
for a PCC 2 product have contracted for incremental energy imports that are not source specific
(although the RPS ID associated with the bundled portion of the contract must be on the NERC E
Tag). Therefore, the reporter will include, as unspecified,” incremental energy imports that may
have eligible renewable sources as well as sources that are not renewable, that are tied to the
volumes being claimed under the RPS Adjustment. The import may be from any source as long as
the source is incremental” to the buyer’s portfolio. The buyer will have the contract, and the
NERC E-tags matched to RECs, to provide evidence of compliance. To meet CPUC
requirements, the contracts must state that the bundled renewable energy is not being sold to
another entity; no other entity should be able to claim any of that power as a specified import in
real-time.
Finally, Shell Energy agrees that the verification training materials should be made public
and that ARB should ensure consistency in verification. Currently. it appears that some verifiers
are incorrectly requiring PCC 2 claims to be submitted on the specified worksheet, when in fact
the sources imported in real-time are not specified. PCC 2 RPS adjusted volumes are reported on
the unspecified spreadsheet and matched with volumes on the RPS Adjustment worksheet.
Thank you for your consideration of these comments. If you have any questions, or if you
would like to discuss these recommendations further, please do not hesitate to contact me.

Marcie Milner, Vice President
Regulatory Affairs, Shell Energy North America
4445 Eastgate Mall, Suite 100
San Diego. CA 92121
Phone: 858.526.2106
Cell: 858.405.2241
Fax: 858.320.2606
USW 805383689.1
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Comments of the Western Power Trading Forum on the Renewable
Portfolio Standard Adjustment
January 15, 2016

Clare Breidenich
WPTF GHG Committee Director
Email: cbreidenich@aciem.us
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At the December 12th workshop on potential amendments to the cap and trade program, California
Air Resources Board (CARB) staff articulated its ongoing concerns related to the Renewable
Portfolio Standard Adjustment (RPS Adjustment). The Western Power Trading Forum1 (WPTF)
offers these comments regarding possible changes to the RPS adjustment provisions to address
these problems.
Eliminating the RPS Adjustment will likely be necessary in the future.
WPTF believes that Renewable Energy Credits (RECs) should not be used for carbon accounting
under a source-based cap and trade program (which California’s program essentially is) because
they convey avoided emission attributes, rather than actual emissions. The cap and trade generally
conforms to this approach with the narrow exception of the RPS adjustment. The RPS adjustment is
possible under the current regulation only because California is the only state in the west with a cap
and trade program. As other states develop greenhouse gas reduction programs, including RPS
programs, to comply with the Clean Power Plan, and with the anticipated regional expansion of the
California Independent System Operation (CAISO), continued use of the RPS adjustment will
complicate accounting of both renewable energy flows across states and carbon emissions.
For these reasons, WPTF recommends that the RPS adjustment be eliminated from the cap and
trade program after 2020. Targeting the elimination of the RPS adjustment provision at that time
will minimize market disruptions, because between now and then, CARB along with market
participants will be working to develop a new set of cap and trade regulations to replace the
regulations that expire in 2020. During those deliberations, the mechanisms necessary to replace
the current RPS Adjustment can be fully vetted and incorporated into the new regulation. WPTF
believes it would be possible to replace the RPS Adjustment with specific allowance allocations that
would be extended to all LSEs, not just utilities.
The RPS Adjustment should be retained until the end of the 2020 compliance period.
WPTF supports retention of the RPS Adjustment through 2020. As evinced by comments at the
December workshop, many electricity market participants have commercial arrangements in place
that provide for use of the RPS adjustment based on program rules that have been in place since
2012. Because elimination of the RPS Adjustment would impact these contracts, and significantly
alter compliance obligations, CARB should retain the RPS adjustment in the regulation through the
timeframe of the current program.
In order to address current problems in implementing the RPS adjustment, WPTF recommends that
CARB treat the reporting of REC serial numbers as a mandatory requirement for the reporting of
‘null power’ (electricity from a California RPS-eligible resources that is not bundled with the
associated RECs) as specified and revise the MRR to enable imported null power from a California
RPS-eligible resources to be reported as unspecified by Generation Providing Entities (GPEs).
Indeed, this approach seems to be supported by a majority of stakeholders in their comments on
the October 2, 2015 workshop. To date, the CARB staff has rejected this approach, on the grounds
that AB 32 requires CARB to reduce all statewide GHG emissions, including GHG emissions from the
WPTF is a diverse organization comprising power marketers, generators, investment banks, public utilities
and energy service providers, whose common interest is the development of competitive electricity markets in
the West. WPTF has over 80 members participating in power markets within the WCI member states and
provinces, as well as other markets across the United States.
1

Comment Overview

Navigate to Table of Contents
generation of electricity “delivered to and consumed in California,” and therefore it must track
“actual” electricity consumed in California.2
WPTF’s recommended approach would allow CARB to retain the RPS Adjustment, avoid doublecounting and minimize staff resources spent addressing the ARB’s direct delivery concerns, until a
different solution is implemented in the post-2020 period. Legally, nothing in AB 32 explicitly
limits CARB from making this change, and CARB has the discretion to interpret AB 32 to account for
RECs and procurement from Procurement Content Category 2 (“PCC 2”) deliveries. In particular,
AB 32 does not state that CARB must account for “actual electricity” delivered to and consumed in
California as suggested by the ARB staff at the December 14th Workshop. California Health and
Safety Code Section 38530(b) requires the ARB to “Account for greenhouse gas emissions from all
electricity consumed in the state, including transmission and distribution line losses from
electricity generated within the state or imported from outside the state.” CARB could interpret
Section 38530(b) and 38505(m) to narrow the circumstances under which null power is reported
as specified, and continue to allow the RPS adjustment to be used to reduce the carbon compliance
obligation incurred for bundled PCC 2 procurement. 3
Summary
Like many commenters, WPTF considers that the current problems that CARB has identified
regarding reporting of the RPS adjustment and potential double-counting of renewable imports are
due to conflicts in rules regarding the RPS adjustment and reporting of specified power. We see two
issues here:
 The potential for inappropriate reporting of null power as specified when the importing
entity does not have a specified power contract for the power (e.g. a PCC 1 contract); and
 The requirement that GPEs report imported null power as specified.
The first problem would be would be eliminated if CARB enforced the reporting of REC serial
numbers as a mandatory condition for imports of California RPS eligible power to be claimed as
specified. Importing entities that lack a specified power contract that provides for provision of REC
serial numbers would be unable to report that power as specified. Such implementation would be
consistent with section 5852(b)(3) of the cap and trade regulation, which explicitly includes
reporting of REC serial numbers as a condition for claims of specified power. Similarly, GPEs that
have sold off RECS as part of a PCC2 contract could avoid reporting imported null power as
unspecified by not reporting the associated REC serial numbers.
WPTF believes that this approach would simplify reporting and verification of the RPS Adjustment
and would prevent double counting of renewable imports. Entities that procure renewable power
and resell it could prevent downstream entities that import the power into California from
inappropriately reporting it as specified by withholding the associated REC serial numbers.
Verifiers could cross-reference REC serial numbers associated with the RPS adjustment against any
REC serial numbers reported in association with specified imported power.

2 See ARB December 14, 2015 Presentation, Slide 3, available at:
http://www.arb.ca.gov/cc/capandtrade/meetings/20151214/rpssb350.pdf
WPTF notes an alternative proposal whereby null power continues to be reported as specified in-line with how CARB is
currently implementing requiring null power to be reported, but that would result in an additional carbon obligation for
the reporting entity if that entity is not able to provide the REC serial numbers for the associated electricity. WPTF
considers that such an approach would result in the same practical outcome as what we have proposed here. Therefore,
WPTF would support CARB’s consideration of the alternate proposal if the WPTF proposal is not accepted.
3
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We also encourage CARB to work closely with the California energy agencies to ensure consistency
evolving RPS and cap and trade program requirements.
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4160 Dublin Boulevard
Suite 100
Dublin CA 94568
925.557.2238

Electronically filed at:
http://www.arb.ca.gov/lispub/comm2/bcsubform.php?listname=capandtradecpplanws&comm_period=1
January 11, 2016
Chris Gallenstein, Staff Air Pollution Specialist
California Air Resources Board
1001 I Street
Sacramento, CA 94812
Subject:

Comments in Response to Public Workshop on California’s Plan
for Compliance with the Clean Power Plan and Potential 2016
Amendments to the Cap-and-Trade Program

Dear Mr. Gallenstein:
Calpine Corporation (“Calpine”) is writing to provide comments on issues for discussion raised
during the California Air Resources Board’s (“ARB”) December 14, 2015 public workshop
(“Workshop”)1 regarding California’s Plan for Compliance the U.S. Environmental Protection
Agency’s (“EPA”) Clean Power Plan (“CPP”)2.
I.

INTRODUCTION

Calpine Corporation is America’s largest generator of electricity from natural gas and
geothermal resources. Our fleet of 83 power plants in operation or under construction represents
nearly 27,000 megawatts of generation capacity. Through wholesale power operations and our
retail business, Champion Energy, we serve customers in 19 states and Canada. We specialize in
developing, constructing, owning and operating natural gas-fired and renewable geothermal
power plants that use advanced technologies to generate power in a low-carbon and
environmentally responsible manner. Calpine is also the largest operator of units constituting
affected electric generating units (“EGUs”) within California.

1

The
Workshop
notice
and
presentations
http://www.arb.ca.gov/cc/capandtrade/meetings/meetings.htm

2

are

available

at:

See Carbon Pollution Emission Guidelines for Existing Stationary Sources: Electric Utility Generating
Units, 80 Fed. Reg. 64662 (Oct. 23, 2015) (hereinafter, “CPP”), available at:
https://www.gpo.gov/fdsys/pkg/FR-2015-10-23/pdf/2015-22842.pdf.
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Calpine strongly supports the Clean Power Plan and has, along with ARB, been granted
permission to intervene in litigation challenging the Clean Power Plan in the U.S. Court of
Appeals for the District of Columbia Circuit.3 The Clean Power Plan follows a long history of
regulation of the U.S. power sector under the CAA, both in recognizing the unique
interconnected nature of the electricity grid and in relying upon market forces to deliver
emissions reductions. A system-wide approach that relies upon the principles of least-cost
dispatch to drive emissions reduction is particularly appropriate in the case of carbon dioxide
(“CO2”), given the global impacts of CO2 pollution. By encouraging flexible, market-based and
technology-neutral solutions, the Clean Power Plan will hasten the shift towards increased
utilization of efficient and zero-emission generating resources, while ensuring the reliability of
the U.S. electric grid.
Calpine has consistently supported state and regional efforts to reduce greenhouse gas (“GHG”)
emissions, including the California Cap-and-Trade Regulation. The Clean Power Plan stands as
testament to the success of the Cap-and-Trade Regulation and reflects the fulfillment of one of
ARB’s primary purposes in proceeding with implementation of the Regulation, in the absence of
any national or broader regional trading program.4
Calpine previously provided comments on the associated themes raised in ARB’s September
2015 discussion paper.5 Calpine provides comments on certain topics discussed in the two
December 14, 2015 presentations entitled, “Regional and Linkage Considerations”6 and “Clean
Power Plan & Cap-and-Trade”7. In these comments, we discuss a number of issues raised by
ARB in these presentations concerning alignment of the Cap-and-Trade Program’s requirements
with the CPP.
II.

CALPINE’S COMMENTS
A.

California Should Adopt a State Measures Plan to Achieve the CPP’s Mass-Based
Goals, Incorporating the New Source Complement

We are pleased that ARB is giving serious consideration to the interactions among affected
EGU-only programs developed under the CPP and the California Cap-and-Trade Program.
3

See West Virginia v. EPA, No. 15-1363 (D.C. Cir.), Order, Doc. #1592885 (Jan. 11, 2016) (granting
motions to intervene of California and Calpine, among others).

4

See CPP 80 Fed. Reg. at 64725, 64735, 64835-36 and 64887-88 (recognizing that the EPA considered
California’s experience in developing a GHG trading program in formulating the “best system of
emissions reduction” for existing fossil fuel-fired electric generating units and in designing other elements
of the CPP).
5

See Clean Power Plan Compliance Discussion Paper (Sep. 2015) (hereinafter, “Discussion Paper”),
available at: http://www.arb.ca.gov/cc/powerplants/meetings/2015whitepaper.pdf. Calpine’s comments
on the Discussion Paper are available at: http://www.arb.ca.gov/lists/com-attach/7-111dcompliance-wsUTJUMwBtUnFQPwRq.pdf.
6

Available at: http://www.arb.ca.gov/cc/capandtrade/meetings/20151214/regionallinkage.pdf.

7

Available at: http://www.arb.ca.gov/cc/capandtrade/meetings/20151214/ctamendscpp.pdf.
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As we previously conveyed in our comments on the Discussion Paper, Calpine agrees that
California should develop a mass-based, state measures plan that relies primarily on continued
operation of the Cap-and-Trade Regulation to achieve the CPP’s goals. We further suggested
that California continue imposing the same requirements on new and existing natural gas-fired
combined cycle (“NGCC”) sources and incorporate the new source CO2 emissions complement
as part of its plan goals. We also encouraged ARB to explore adoption of a “trading-ready” plan
to facilitate trading across state lines and further the Cap-and-Trade Regulation’s legacy of
delivering CO2 reductions in the most cost-effective manner.
ARB should continue to explore opportunities to link California’s Cap-and-Trade Program with
CPP programs in other states. To affirm the leadership role that ARB has played in
demonstrating the efficacy of mass-based trading programs to achieve GHG reductions,
California should endeavor to realize the opportunity presented by the CPP to realize a linked
national carbon market through implementation of a trading-ready program. Calpine believes
this can be accomplished without threatening the integrity of the economy-wide reductions
needed to achieve California’s goal of reducing emissions to 40 percent (%) below 1990 levels
by 2030.
B.

A Trading-Ready Program Need Not Sacrifice the Integrity of California’s
Economy-Wide Goals

Suggestions made by some observers that California could profit by trading away its
“headroom”, i.e., the difference between the CPP’s goals and the trajectory suggested by the
Governor’s 2030 goal, are misplaced. If the Cap-and-Trade Program’s budget is appropriately
set to achieve the Governor’s 2030 goal and allowances are issued consistent with that budget,
then it should not matter that the CPP’s goals for California EGUs may be substantially greater
than anticipated EGU emissions under California’s 2030 goal.
However, given the CPP accounting mechanisms for import and export adjustments, certain
limitations may need to be imposed on trading to assure the integrity of California’s economywide goal. Under a State measures approach, California’s compliance with its CPP goals will be
judged, not by satisfaction of the Cap-and-Trade Program’s surrender obligation, but upon
reported EGU emissions, plus or minus net allowance import and export adjustments.
Reductions in emissions from California EGUs are likely to continue to be driven by several
enforceable measures beyond the Cap-and-Trade Program, including, most significantly, the
requirement to achieve Senate Bill (“SB”) 350’s goal of increasing the reliance upon eligible
renewable generating sources to 50% of load-serving entities sales by 2030. Thus, it seems
highly unlikely that authorizing the use of allowances from other EGU-only states would
jeopardize either California’s achievement of its CPP goals or its broader economy-wide
emission reduction goals.
Contrastingly, if allowances from other states’ EGU-only markets could be used by other sectors
to satisfy the Cap-and-Trade Program’s compliance obligation, those imports of other states’
EGU-only allowances would not be accounted for under the CPP as an adjustment to California
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EGU emissions.8 Such imports could conceivably threaten California’s achievement of its
economy-wide emission reduction goals under several plausible scenarios (depending upon the
price and availability of allowances in linked EGU-only trading ready markets, in comparison to
California allowances). ARB should analyze these potential scenarios further. If such analyses
indicate a realistic threat that imports from other states’ EGU-only markets for use by non-EGU
sectors could jeopardize California’s achievement of its economy-wide goals, then allowances
from other states’ EGU-only markets should only be authorized for use within California’s Capand-Trade Program by affected EGUs and (assuming the new source CO2 complement is
incorporated into California’s goals, as we suggest) new NGCC.
C.

Misalignment Between Reporting and Surrender Deadlines Should Not Stand as
an Obstacle to Reliance Upon the Cap-and-Trade Program as the Basis for a State
Measures Plan

Because emissions of CO2 from affected EGUs reported to EPA will be based upon emissions
data reports submitted under Part 75 (see 40 C.F.R. § 60.5860(d)(3)), rather than reported CO2e
emissions submitted to ARB under the Mandatory Reporting Rule (“MRR”), it should not matter
that the emissions and state reporting deadlines under the CPP precede the deadlines for
submission of the certified emissions data report and verification under the MRR. While the
MRR’s deadlines are relevant for purposes of determining obligations under the Cap-and-Trade
Program, EPA and ARB need not necessarily await receipt of verified data to determine whether
EGU emissions are within the CPP’s goals based upon reported CO2 emissions submitted
pursuant to Part 75.
We recognize that several questions arise with respect to how the existing linkage with Québec
and potential linkages with Ontario and Manitoba may interact with the net allowance
export/import adjustments required by the CPP and that resolution of these questions may
require changes to the existing Cap-and-Trade Program. For example, the requirement to report
serial numbers of all allowances used for compliance (see 40 C.F.R. § 60.5860(d)(6)) may
require a change to ARB’s current practice of keeping the provenance and serial numbers of
allowances invisible within the Compliance Instruments Tracking System Service (“CITSS”).
Given that ARB must adopt a new regulation to continue implementation of the Cap-and-Trade
Program in any event, we think it should be possible for ARB to coordinate the extension of the
Cap-and-Trade Program beyond 2020 with such CPP-specific requirements.
D.

Compliance Periods Under the Extended Cap-and-Trade Program Should Be
Aligned With the Clean Power Plan’s Interim Step Periods

Another significant change from the anticipated program schedule that ARB should
accommodate in order to facilitate coordination with the CPP is the length and duration of
compliance periods. Given that California is pursuing a State measures approach, it does not
appear that California can depart from the prescribed interim step periods for purposes of CPP
8

See 40 C.F.R. § 60.5740(a)(2)(ii)(H); see also 80 Fed. Reg. 64894 (providing that net imports of
allowances from EGU-only states are subtracted from reported EGU CO2 emissions to determine
compliance with the state CO2 mass goal (or mass-based CO2 goal plus new source CO2 emission
complement) during an identified plan performance period).
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compliance.9 However, because California will be relying upon a State measures approach and
compliance will be demonstrated solely by affected EGU emissions, net of allowance imports
and exports, it might be feasible to nevertheless utilize compliance periods under the post-2020
Cap-and-Trade Program that did not align with the CPP’s interim step periods.
While Calpine has not reached a conclusion at this time, we imagine that it would be
significantly more administratively efficient for ARB to adopt the interim step periods prescribed
by the CPP as compliance periods under the Cap-and-Trade Program, at least for EGUs. While
this would mean adopting two-year compliance periods for each two-year period of 2028-2029,
2030-2031 and beyond, the additional flexibility to be afforded by access to broader allowance
markets should mitigate any loss of flexibility attributable to a shortening in compliance periods
from three to two years for such periods. Indeed, ARB shortened the first compliance period
under the existing Cap-and-Trade Regulation from three to two years, with neither any apparent
loss in flexibility, nor any volatility within the allowance markets.
E.

“Borrowing” Is Not Inconsistent with a State-Measures Approach

Calpine does not believe the allowance “borrowing” provisions of the Cap-and-Trade Program
should pose any obstacle to reliance upon the Cap-and-Trade Program as the basis of a State
measures plan. While the CPP provides that allowance borrowing is prohibited in mass-based
trading programs,10 we do not believe the Cap-and-Trade Program’s purported “borrowing”
provisions (which allow, for example, use of allocation true-ups for purposes of compliance) are
any different than the provisions allowing covered entities to utilize offset credits for a fraction
of their compliance obligation. Clearly EPA did not intend California from relying upon the
Cap-and-Trade Program as the basis of a State measures plan.11 We would therefore encourage
ARB to discuss with EPA how a State measures plan can accommodate such “borrowing”
provisions and still assure that the plan is designed to assure that affected EGU emissions meet
the CPP’s mass-based goals.
F.

In the Unlikely Event that the Backstop Is Triggered, Electric Generating Units
Should Be Allowed to Use Allowances from All Trading-Ready Programs to
Satisfy Their Backstop Obligations

Calpine believes that the requirements for a backstop are relatively clear and would require
implementation of an EGU-only compliance obligation and market in the event that the backstop
were to be triggered. If that were to happen, Calpine believes it would be even more important

9

See 40 C.F.R. § 60.5770(d) (providing that State measures plans must utilize plan performance periods
“identical to the compliance periods for affected EGUs listed in paragraphs (c)(1) through (3) of this
section.”).
10

See 40 C.F.R. § 60.5815(f) (requiring that mass-based trading programs “not allow[] any borrowing of
allowances from future compliance periods by affected EGUs”).
11

See 80 Fed. Reg. § 64891 (providing that programs allowing use of project-based offset allowances or
credits and cost-containment reserve provisions could be modified to eliminate such provisions and
thereby qualify for submission of such a plan as “an emissions standard plan type.”).
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for ARB to allow EGUs to participate in broader markets with other trading-ready programs to
achieve the backstop’s goals.
G.

Any Adjustment to California’s Policy Concerning Imported Power Should Not
Disadvantage Affected Generating Units in California

In the presentation entitled Clean Power Plan & Cap-and-Trade, ARB asks whether “there [are]
any policy reasons to adjust the policy for ‘accounting’ for imported power post 2022?”12
Calpine recognizes that the CPP and developments within the Western power market pose
significant questions about interactions between the Cap-and-Trade Program’s import obligation
and other states’ CPP compliance plans. However ARB decides to resolve the question
concerning imported power, it must assure that the resolution does not disadvantage in-state
generating resources.
III.

CONCLUSION

The Clean Power Plan provides a tremendous amount of flexibility to states to achieve its goals.
Calpine believes the Clean Power Plan acknowledges California’s leadership position in
developing and implementing the nation’s first economy-side cap-and-trade program and is
designed to accommodate the broader reach of California’s program within a State measurestype plan. Calpine would encourage ARB to continue exploring how ARB’s adoption of a
trading-ready State measures plan could enhance the opportunities for trading and further
demonstrate the efficacy of achieving emissions reductions through mass-based programs,
without jeopardizing California’s own policy objectives and emission reduction goals.
Thank you for the opportunity to submit these comments. Please contact me if you have any
questions regarding these comments.
Sincerely,

Barbara McBride
Director—Environmental Services
Calpine Corporation
cc:

12

Hon. Mary Nichols, Chair
Richard Corey, Executive Officer
Edie Chang, Deputy Executive Officer
Michael Gibbs, Assistant Executive Officer
Rajinder Sahota, Branch Chief, Cap-and-Trade Program
Jason Gray, Manager, Cap-and-Trade Market and Monitoring
Craig Segall, Staff Counsel

Clean Power Plan & Cap-and-Trade, supra note 7, at 12.
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January 11, 2016
Ms. Rajinder Sahota,
Chief, Climate Change Program Evaluation Branch

California Air Resources Board
1001 I Street
Sacramento, CA 95812-2828

Filed Online
Subject:

Sonoma Clean Power and Marin Clean Energy Comments on
December 14, 2015 Cap-and-Trade Workshop and Potential 2016
Amendments

Dear Ms. Sahota:
Sonoma Clean Power (“SCP”)1 and Marin Clean Energy (“MCE”)2 provide the following
comments on the December 14, 2015 Air Resources Board (“ARB”) Staff Workshop
(“Workshop”) to discuss potential 2016 Amendments to the Cap-and-Trade Regulation. During
the Workshop, the ARB staff discussed the possible elimination of the RPS Adjustment. This
proposal would create a significant hardship for Community Choice Aggregators (“CCAs”)
through the imposition of ex post regulatory risks to certain transactions contemplated by
California’s Renewables Portfolio Standard (“RPS”) program. Below, we explain why
maintaining the RPS Adjustment is critical to CCA energy procurement options in light of
attributes unique to CCAs’ operations and how elimination of the RPS Adjustment would impede
our ability to pursue lower cost RPS-eligible Procurement Content Category 2 (“PCC-2”) energy
imports.
We understand ARB’s concerns regarding enforcement of the so-called “direct delivery
requirements” and the need to ensure that out-of-state renewable resources that do not carry a
GHG compliance obligation cannot be double counted. This problem arises because the “null
1

2

Sonoma Clean Power (SCP) is a locally controlled Community Choice Aggregator in Sonoma County.
SCP provides everyone in participating cities with the option of using environmentally friendly power,
generated by renewable resources. SCP is a not-for-profit agency, independently run by the Sonoma
County cities that have joined the program, including Cloverdale, Cotati, Petaluma, Rohnert Park, Santa
Rosa, Sebastopol, Sonoma, and the Town of Windsor, as well as all of the unincorporated areas in
Sonoma County.
Marin Clean Energy is a locally controlled CCA in Marin County. MCE serves Marin County,
unincorporated Napa County or the cities of Benicia, El Cerrito, Richmond and San Pablo.
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energy”3 from the renewable resource backing a PCC-2 transaction is traded in the spot wholesale
markets and ultimately sunk inside California. Apparently the ARB has rejected reporting of null
power as “unspecified” since the e-tag shows the generating source to be a renewable, and the
corresponding PCC-2 transactions are denied the RPS Adjustment because of the null power direct
delivery.4 Fortunately, there are a number of solutions to these issues, including but not limited to
solutions proposed in response to the ARB’s October 2, 2015 Workshop. As discussed below, the
ARB’s compliance concerns can be resolved within the legal parameters of AB 32 without
eliminating the RPS Adjustment itself. We request that the ARB coordinate with impacted
stakeholders by holding a joint workshop with the California Public Utilities Commission
(“CPUC”) and California Energy Commission (“CEC”) to discuss potential solutions to the
ARB’s RPS Adjustment concerns.
DISCUSSION
1. The Removal of the RPS Adjustment Would Create A Significant Hardship For
CCAs.
CCAs are locally-controlled load serving entities established under California law, which
have a different business model than the large for-profit investor-owned utilities (“IOUs”). SCP
started offering its alternative to PG&E’s service in 2013 and has been adding load since that time
as other local communities join its program. MCE started offering its alternative to PG&E’s
service in 2010. One of MCE and SCP’s core values is providing reliable, low-cost and low-GHG
energy. While customers have responded favorably to the CCAs’ offerings, CCAs are effectively
in competition with the local IOU service offerings in terms of retaining customers. The RPS
Adjustment plays an important role in the CCAs’ ability to provide eligible renewable power with
a low-GHG profile as part of its competitive service offerings for two primary reasons.
First, under the CPUC-jurisdictional CCA program, local customers have the ability to join
or opt-out of an established CCA program. Customers will look at the details of our service
offering in terms of its renewables content and pricing when considering changes to their
electricity commodity provider. Because the CCA load is subject to competition with the IOUs,
and hence contestable over time, it is important to prudently build a portfolio and manage price
risks. The ability to make PCC-2 transactions is an important tool for CCAs. To the extent a
transaction is denied the RPS Adjustment after the fact, the economics of the transaction is turned
on its head. Stated differently, if the parties to the PCC-2 transaction knew before the transaction
is finalized that GHG compliance costs would attach to the import, then that deal would likely be
rejected due to the additional costs. Moreover, because of the way MCE and SCP plans their
3

4

“Null energy” or “null power” refers to the concept of an energy that has its environmental attributes
removed by a commercial transaction such that entities taking title to the energy cannot also claim any
benefits derived or arising from those environmental attributes. In the case of PCC-2s, the renewable
production is bought on a bundled energy plus environmental attribute basis, but then the energy is resold
as null power in the wholesale market and the environmental attribute is imported via a firmed and
shaped scheduled import with an e-tag that includes the WREGIS RPS facility identifier.
In such cases where the parties that are aware that environmental attributes from the PCC-2 transaction
are reserved for later import, an attempt to honor the commercial commitments gives rise to two distinct
reporting errors in the ARB’s eyes. SCP and MCE believe that stakeholders have made proposals that
will capture California’s desire to see PCC-2 transactions count as GHG-free deliveries, which the RPS
Adjustment accommodates.
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resource procurement and establishes rates for energy, incurring costs long after the power has
been delivered distorts the price signal to our customers.
On a longer term basis, MCE and SCP’s resource plans include more reliance on in-state
renewable generation, but keeping the PCC-2 procurement option is important for sourcing
shorter-term commitments that can be used to accommodate load variability. Currently, out-ofstate wind resources are some of the most cost-effective RPS-eligible procurement options
available on a shorter term basis. The out-of-state wind imports are typically provided on a firmed
and shaped basis as a way to handle limited transmission availability and the intermittency of the
resource. The PCC-2 firming and shaping transaction mechanism allows the importing entity to
schedule deliveries around resource intermittency and transmission constraints consistent with
California law. If there is regulatory uncertainty around these transactions’ eligibility for the RPS
Adjustment, PCC-2 firming and shaping transactions will have too much regulatory risk. In that
case, PCC-2 transactions will cease to be a cost-effective resourcing option since those PCC-2
imports denied the RPS Adjustment would be more costly than directly delivered RPS imports
(assuming limited transmission availability does not foreclose availability). By denying the RPS
Adjustment to entities who have purchased the environmental attributes from the renewable
generation as part of the PCC-2 transaction, the ARB effectively eliminates the ability of the
CCAs to secure this lower-cost renewable energy.
Second, because CCAs do not have guaranteed cost recovery for their commodity costs
like the CPUC-jurisdictional IOUs, there are particular concerns about ex post cost increases
occurring when the RPS Adjustment is denied for a valid PCC-2 transaction. IOU commodity
costs are evaluated and adjusted through the annual Energy Resource Recovery Account
(“ERRA”) proceedings, while CCA commodity costs are balanced by the CCA itself and must be
evaluated in the context of offering competitively priced energy in comparison to the incumbent
IOU rates and surcharges. The CCAs entering into PCC-2 transactions rely on RPS Adjustment
eligibility and have contracts priced based on the RPS eligibility premium and the benefit of the
RPS Adjustment. Consequently, any after-the-fact changes to generation commodity costs (e.g.,
imposing carbon costs on a PCC-2 transaction because the RPS Adjustment is denied due to a
direct delivery of null power) can have a significant impact on the CCA’s annual commodity
budget. Moreover, because the costs would arise after power delivery (as opposed to avoiding
such risks by procuring higher cost renewables in-state or via direct delivery into California), the
price signal to customers for consumption is skewed and under collections will occur.
The ARB’s free allocation of allowances to the distribution utilities (which do not include
CCAs) does not offset these additional costs. While the distribution utilities’ allowance revenue is
passed on to all customers, the revenue is passed on as a credit in IOU billing along with the
transmission and distribution portion of CCA customers’ rates. Free allocation of allowances to
IOUs and the climate credits going directly to residential ratepayers does not help CCAs avoid
increased commodity costs arising from the ex post denial of the RPS Adjustment. Accordingly, if
the RPS Adjustment is denied (or eliminated), the CCAs will directly suffer a financial impact that
may not be recoverable from customers should subsequent rate changes jeopardize the CCAs’
ability to retain or expand its customer base.
In sum, the RPS Adjustment is more than just an optional mechanism associated with
AB 32 compliance. It is an important structural element to the CCAs’ renewable procurement
{00344658;5}
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strategies. Furthermore, because of differences in the business models of CCAs and the CPUC
rate-regulated utilities, the RPS Adjustment is critical to maintaining a level playing field.
2. The Requirement To Address Statewide GHG Emissions In AB 32 Does Not Preclude
The ARB From Addressing The Direct Delivery Requirements Through New
Requirements For Specified Imports.
Following the October 2, 2015 workshop on the scope of potential changes to the RPS
Adjustment, stakeholders offered a number of proposals to address ARB’s direct delivery
concerns.5 Additional proposals were provided during the December 14, 2015 Workshop. The
ARB staff has yet to specifically respond to any of these proposals other than to apparently reject
the proposal for requiring null power associated with a PCC-2 transaction to be reported as
unspecified when imported in realtime. The ARB’s position appears to be that AB 32 requires the
ARB to reduce all statewide GHG emissions, including emissions of greenhouse gases from the
generation of electricity delivered to and consumed in California, and therefore, the ARB must
track “actual” electricity consumed in California.6 Accordingly, the ARB staff proposes to amend
the Cap-and-Trade and Mandatory Reporting Regulations to require that any null power imports
must be reported as specified based regardless of whether the importer can report the REC serials
numbers generated by the resource.
5

See, PG&E, SCE, and SDG&E October 19, 2015 Comment Letter, recommending that the ARB align
REC ownership with emissions reporting, available at:
http://www.arb.ca.gov/lists/com-attach/17-ct2016amendments-ws-VD1cNVMnVlpXMgdo.pdf
See, MID and TID October 21, 2015 Comment Letter recommending that the ARB align REC ownership
with emissions reporting, available at:
http://www.arb.ca.gov/lispub/comm2/bccomdisp.php?listname=ct2016amendmentsws&comment_num=25&virt_num=22
See, Powerex October 19, 2015 Comment Letter recommending that the ARB further clarify the
specified source reporting requirements and allow private parties to ensure that transactions correctly
account for when the RPS Adjustment can be claimed, available at:
http://www.arb.ca.gov/lists/com-attach/22-ct2016amendments-ws-UmBQZlZmUDYKIlVk.pdf
See, Iberdrola October 6, 2015 Comment Letter recommending improvements in guidance language to
clarify the relation of the meter data, e-tags, and the review of WREGIS reports, available at:
http://www.arb.ca.gov/lists/com-attach/3-ct2016amendments-ws-BmVVPANvVGoLaABu.pdf
See, LADWP October 19, 2015 Comment Letter recommending changes in specified imports to require
null power to be reported as unspecified or in the alternative allowing for private parties to address direct
delivery concerns privately, available at:
http://www.arb.ca.gov/lists/com-attach/13-ct2016amendments-ws-WjYCZQZjUnZXIQZZ.pdf
See, MSR October 19, 2015 Comment Letter requesting that the ARB schedule follow up workshops to
discuss how the RPS Adjustment can be retained, available at:
http://www.arb.ca.gov/lists/com-attach/21-ct2016amendments-ws-Am9XfFEjBHoCdlUK.pdf

6

See ARB December 14, 2015 Presentation, Slide 3, available at:
http://www.arb.ca.gov/cc/capandtrade/meetings/20151214/rpssb350.pdf
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The proposal that null power associated with a PCC-2 transaction be reported as
unspecified if imported in realtime is a simple solution that would retain the RPS Adjustment
benefit, minimize staff time reviewing RPS Adjustment claims, and address the ARB’s direct
delivery concerns. This proposal was also broadly supported by stakeholders.7 As a legal matter,
the ARB is not precluded from adopting this change. AB 32 provides the ARB with significant
discretion in constructing regulations and nothing in the Statute requires the ARB to track “actual
electricity” delivered to and consumed in California. Rather, California Health and Safety Code
Section 38530(b) requires the ARB to “[a]ccount for greenhouse gas emissions from all electricity
consumed in the state, including transmission and distribution line losses from electricity
generated within the state or imported from outside the state.” Since PCC-2 transactions require
the initial procurement of bundled power (i.e., both the environmental attributes and the energy),
the ARB could interpret Section 38530(b) and 38505(m) to allow PCC-2 procurement to retain the
emissions attribute of the contracted resource when the import ultimately occurs via the firmed
and shaped transaction.
Should the ARB choose instead to interpret AB 32 to require the reporting of “actual
electricity”, then the ARB should endeavor to work with the other energy agencies to find an
alternative and commercially viable solution that addresses stakeholders’ unanimous calls to retain
the RPS adjustment. In particular, California Health and Safety Code Section 38501(g) calls on
the ARB to work with the CPUC in developing the ARB’s emissions reductions measures. As
discussed at the December 14, 2015 workshop, it is possible to refine the rules around the RPS
Adjustment in a way that ensures that RPS obligated entities will not be able to claim the RPS
Adjustment when the power has been directly delivered. For example, the CPUC and CEC could
require null power imports to have a null power “flag” on the e-tag when the environmental
attributes evidenced by WREGIS Certificates have not been transacted along with the generation
imported in realtime. This null power flag could enable the ARB (and the entity buying spot
market power for import that is incidentally sourced by a renewable) to know whether or not a
direct delivery should be free from a compliance obligation or whether a later import that includes
the WREGIS ID in the e-tag for the PCC-2 import should have a valid claim to the RPS
Adjustment. Because of the broad industry interest in this issue and the number of relatively
similar approaches previously outlined by stakeholders, a follow up public workshop should be
convened with the experts from the ARB, CPUC, CEC, Load Serving Entities (“LSEs”),
generators and marketers on the PCC-2 import issues.
3. The ARB Should Not Eliminate The RPS Adjustment Solely Based On Its
Experiences In Reviewing 2014 MRR Data.
The ARB’s contemplated elimination of the RPS Adjustment would disrupt regional RPS
procurement and create a ratemaking hardship for CCAs (among other entities) that rely on the
RPS Adjustment to net out GHG compliance costs on PCC-2 imports. We appreciate that
considerable staff resources were spent reviewing RPS Adjustment claims and educating the
energy industry on the regulatory requirements for the RPS Adjustment during and leading up to
the verification period for the 2014 emissions year. This period was the first time the energy
industry fully came to understand how the ARB currently implements the direct delivery
requirements of the RPS Adjustment. As a result of the compliance questions arising during this
7

See Footnote 4.
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period, many parties have reevaluated how wind resources and other PCC-2 imports are
transacted. Before making a decision to potentially eliminate the RPS Adjustment with such
significant commercial implications for both LSEs and renewable suppliers, the ARB should
evaluate the degree of compliance with the direct delivery requirement in the 2015 reporting
period. MCE and SCP are optimistic that parties may find commercially viable approaches
through contract structures, e-tagging options or financial settlement mechanisms to ensure that
the RPS Adjustment is claimed only by entities who import for an entity with an RPS obligation.
CONCLUSION
The elimination of the RPS Adjustment would have a significant, detrimental impact on
those CCAs like MCE and SCP that rely on the RPS Adjustment to procure cost-effective
renewable energy on a short term basis. Removal of the RPS Adjustment would put CCAs at a
disadvantage to the large incumbent IOUs that have CPUC-guaranteed recovery of commodity
costs. The ARB should respond to the various proposals offered by the parties on the October 2,
2015 workshop. The ARB should also reevaluate its position that AB 32 requires the ARB to
track “actual electricity” imports and consider having null power imported in realtime to be
reported as unspecified as a simple fix that maintains the purpose of the RPS Adjustment while
also addressing the ARB’s direct delivery concerns. If the ARB does not make this change, then
the ARB should hold a workshop with the CPUC, CEC and other interested entities to evaluate
how the agencies can coordinate changes in the RPS and Cap-and-Trade programs to ensure that
LSEs purchasing out-of-state RPS-eligible, zero GHG emissions resources can retain the full
panoply of benefits associated with those resources without ex post regulatory risk. We appreciate
the opportunity to submit these comments and look forward to further dialogue on this important
topic.

Sincerely,

/s/
Debra Emerson
Director of Power Services
Sonoma Clean Power

/s/
Jeremy Waen
Senior Regulatory Analyst
Marin Clean Energy
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Jane E Luckhardt
jluckhardt@daycartermurphy.com

January 11, 2016
VIA WEBSITE (COMMENT SUBMITTAL)
California Air Resources Board Staff
California Air Resources Board
1001 “I” Street
Sacramento, CA 95814
Re:
Comments of Day Carter Murphy LLP Re: Public Workshop on California Plan for
Compliance with the Clean Power Plan and Potential 2016 Amendments to the Cap-and-Trade
Program
Dear ARB Staff:
We applaud California Air Resources Board Staff’s (“ARB Staff”) efforts to create a compliance
program that works for California and the electric generating units (EGUs) subject to the
Environmental Protection Agency’s (EPA) Clean Power Plan (CPP). In furtherance of creating a
workable CPP program, Day Carter Murphy LLP with contributions from Andre Templeman of
Alpha Inception provide the following comments on how best to create this program. Since the
electric grid is interconnected throughout the west and electrons do not observe state boundaries,
ARB’s program should focus on creating a trade ready program that can link with other states or
programs like the Regional Greenhouse Gas Initiative (RGGI), while still adhering to SB-1018
by requiring programs that link to have a bilateral agreement in place with California. In
addition, this program must maintain California’s environmental goals and should retain to the
maximum extent feasible state level flexibility to modify the existing cap-and-trade program.
We believe the CPP program should include all of the following parts:





Be trade ready (this may require setting up an EGU only cap-and-trade market),
Include 111(d) covered EGUs and new EGUs (to maintain consistent treatment across the
EGU sector),
Remove the need to obtain allowances for imported energy produced in linked states
(these EGUs will be required to obtain allowances under the CPP linked program), and
Minimize federal enforceability and its resultant lengthy approval process of
modifications to California’s cap-and-trade program to allow program flexibility at the
state level.
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Be Trade Ready
First, California should use a mass based program to be consistent with the Scoping Plan and the
existing cap-and-trade program. Next, ARB should consider creating an EGU only allowance
designation or market to be able to link to other EGU only markets and states while ring fencing
the remainder of California’s economy wide greenhouse gas reduction programs from any
possible Federal oversight. In order to maintain flexibility and jurisdiction ARB should set the
EGU allowance limits at a level to meet the CPP requirements and could still maintain the option
of setting lower caps for the sector under the EGU Cap and Trade carve out, but would do so not
as part of CPP compliance to avoid any additional jurisdictional oversight by the EPA. Setting
EGU sector specific limits would also avoid exposing the broader cap-and-trade market to EPA
backstop measures, oversight or required approval for programmatic changes, all of which can
take many years in some cases.
The transition to designated electric allowances for the EGU sector (“E Allowances”) should
occur over time potentially including the first 111(d) compliance period of 2022 through 2024.
During the transition period EGUs could use allowances of all types that they may have already
purchased or banked. After the transition period EGUs would only be able to use E Allowances,
but the broader market could use regular allowances or E Allowances. The purchase and use of
E Allowances by a manufacturing facility would not inhibit the EGU program from meeting CPP
requirements as it would reduce the number of allowances available for the EGU sector to emit
and the EGU sector would still remain under the EGU E Allowance cap set by ARB. If
California had a large hydroelectric generation year and a cool summer, the EGU’s could have
extra E Allowances that would not be needed. The EGUs could sell those E Allowances into the
broader cap-and-trade market to another part of the economy that needed the allowances helping
mitigate prices for the market in general.
Adding the requirement to EGU Title V permits would be similarly straight forward. As their
five year renewals come up, the air districts could add a provision to the Title V permits
requiring EGUs to obtain E Allowances equivalent to their emissions for each multiyear
compliance period. The provision would make compliance with the CPP program federally
enforceable. ARB would be able to verify compliance through the reporting and verification
programs. And, ARBs reporting and verification programs would allow both ARB and the EGU
to demonstrate compliance to EPA should EPA conduct a Clean Air Act Section 114 Request for
Information.
Since EPA’s program only applies in the United States, out of country allowances could not be
labeled “E”. Thus, ARB would need to modify its agreements with out of country liked partners
so that allowances from their markets could only be used by the broader market and not by the
EGU sector.
Setting up EGU only allowances would also allow ARB to link the EGU market with EGU mass
based systems and markets in other states and other markets such as RGGI. ARB would still be
required to comply with the requirements of SB 1018 and most likely enter into an agreement
{01013702}
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with linked jurisdictions to achieve the enforcement requirements of SB 1018 (Cal. Gov. Code
§12894[f]). Nonetheless, reaching agreement should be simpler because it could focus only on
the EGU sector and should not require an economy wide greenhouse gas reduction program to
link with the EGU only E Allowance market.
Include 111(d) Covered EGUs and New EGUs
One of the hallmarks of California’s existing cap-and-trade program is that all sources regardless
of existing or new are included in the program. Thus, the concerns about shifting emissions from
older facilities to newer facilities are addressed with the statewide cap. This same construct
should apply to the EGU sector for compliance with the Clean Power Plan. All facilities
regardless of when they are built should all be treated the same way. Equal treatment makes for
a level playing field for EGUs and simplifies the overall program. Thus, ARB’s CPP program
should include both CPP regulated EGUs and new EGUs.
Remove Allowance Requirement for Imports from Linked States
AB 32 requires accounting and emission reductions from all electricity used in California,
whether from generation sources within California or from those located out of state. This
construct is used to avoid leakage of emissions from instate generation facilities to out of state
generation facilities that are not subject to emission reduction requirements. Under the CPP
EGUs in almost all states are regulated by EPA and being asked to reduce carbon emissions. If
California can link to another mass based state including making the findings required under SB
1018, the emissions from EGUs in the linked state would be required to obtain E Allowances or
equivalent credits for each compliance period just like California EGUs. Those linked state’s
credits would be acceptable to California based upon the linking decision. Thus, no generation
from EGUs located in linked states would need additional “California” allowances when they
export power into California.
This change to accept linked state EGU energy without allowances when the energy sinks in
California would require ARB to reduce the number of E Allowances available for sale in
California. The reduction in the number of E Allowances would need to reflect that those
allowances would now be issued or accounted for by the linked state.
Minimize Federal Enforceability
As ARB well knows changing a program approved by EPA takes years to accomplish. A rough
estimate is five years to make a change. Thus, we encourage ARB to put just enough in the CPP
program to satisfy EPA and not seek to over comply with the CPP in terms of targets submitted
to the EPA. As noted previously, ARB and California may still opt for lower state caps on the
EGU sector than what is submitted to the EPA, but the two need not and probably should not be
the same in order to reduce the risk of Federal oversight and enforceability. All of the financial
relief valves to ensure minimal impacts on the broader California economy included in the capand-trade system and in AB 32 will be maintained for the non-EGU sectors and would not be
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options under the Clean Power Plan program. Furthermore, federal enforcement of what has
been since its inception a state program will also weigh heavily on the CPP program. EPA has
the authority to over file even when the implementing state is satisfied with its or and the EGUs
compliance. EPA can and does frequently use its authority to obtain information from regulated
entities under Clean Air Act Section 114. Just responding these requests can involve significant
cost and employee hours running into the $100,000s for larger facilities with numerous records.
And, even if an EGU satisfies all of ARBs requests and obtains written clearance for their
actions from ARB, EPA can take a different view and send a notice of violation to the EGU and
prosecute for noncompliance. And often, it is impossible to get preclearance from EPA. Thus,
EPA’s enforcement authority adds a significant risk to regulated EGUs. Therefore, all parts of
the program that can be excluded from the CPP program should be excluded and caps should be
set at the minimum required to comply with the CPP. This includes keeping the remainder of the
cap-and-trade program – everything other than the E Allowances – out of the CPP program
submitted to EPA. In this environment, less is more.
Conclusion
The electric grid is becoming more regional. The energy imbalance market that began with
PacifiCorp is now extending into NV Energy’s territory with others lining up to join.
Furthermore, PacifiCorp and the California Independent System Operator (ISO) are evaluating
the benefits and costs of PacifiCorp becoming a participating transmission owner. If the studies
show benefits to customers of both entities, the ISO would become a regional transmission
organization operating in California, Idaho, Oregon, Utah, Washington and Wyoming. A
consistent greenhouse gas reduction program between western states would remove any
disparities in requirements for instate or out of state EGUs. California can continue to lead by
creating a rigorous EGU program other states can join showing those states that carbon reduction
can be achieved at a reasonable cost and incentivizing other states to follow California’s
leadership in order to link to to the larger market and comply with SB-1018.
We thank ARB Staff for their consideration of our comments and look forward to future
discussions of these issues.
Respectfully yours,
DAY CARTER & MURPHY LLP
/s/
Jane E Luckhardt
jel
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Ellie Booth
Director, Government Relations
Covanta
Tel

503-784-5692

Email
ebooth@covanta.com
Website www.covanta.com

January 11, 2016

California Air Resources Board
1001 I Street
P.O. Box 2815
Sacramento, California 95812

Re:
Reference: CARB’s Workshop Related to The Clean Power Plan and Potential Amendments to
the Cap-and-Trade Regulation Convened December 14, 2015
Thank you for the opportunity to comment on California’s plan for compliance with the U.S. Environmental
Protection Agency’s (U.S. EPA’s) Clean Power Plan, and the scope for potential amendments to the Cap-andTrade Regulation.
Covanta is a national leader in developing, owning and operating facilities that convert municipal solid
waste (“MSW”) into renewable energy (energy-from-waste or “EfW“ facilities). These facilities are
internationally recognized as a source of greenhouse gas (GHG) mitigation, including by the U.S. EPA,1 U.S.
EPA scientists,2 the Intergovernmental Panel on Climate Change (“IPCC”),3 the World Economic Forum,4
the European Union,5,6 CalRecycle,7 and the Center for American Progress.8 This GHG mitigation is achieved
by displacing grid connected fossil-fuel fired electricity, recovering metals from the waste stream for
recycling, and most importantly, by avoiding landfill emissions of methane, a key Short Lived Climate
Pollutant.
Covanta supports using a mass-based, state measured program in California. We also suggest that as the
California Air Resources Board (CARB) develops the state’s plan that the climate benefits of existing and
baseload technologies like EfW and biomass be recognized. Additionally, as the US EPA has recognized that
EfW is not a regulated source under the Clean Power Plan, the ARB should model its Cap and Trade
Program recognizing these similar benefits.
Many other jurisdictions around the world have concluded that sustainable waste management incorporating recycling, composting and for what remains, EfW - can play an important role in reducing
greenhouse gas emissions. We appreciate the opportunity to comment on the CARB’s Clean Power Plan
Rules and Electricity Topics in the Cap-and-Trade Regulation.
Respectfully Submitted,

Ellie Booth
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U.S. EPA Office of Solid Waste, Air Emissions from MSW Combustion Facilities,
http://www.epa.gov/osw/nonhaz/municipal/wte/airem.htm#7
2

Kaplan, P.O, J. DeCarolis, and S. Thorneloe, 2009, Is it better to burn or bury waste for clean electricity generation?
Environ. Sci. Technology 43 (6) pp1711-1717. Available at: http://pubs.acs.org/doi/abs/10.1021/es802395e
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EfW identified as a “key mitigation measure” in IPCC, “Climate Change 2007: Synthesis Report. Contribution of Work
Groups I, II, and III to the Fourth Assessment Report of the Intergovernmental Panel on Climate Change” [Core Writing
Team, Pachauri, R.K and Reisinger, A. (eds.)]. IPCC, Geneva, Switzerland, 104 pp. Available at:
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EfW identified as a key technology for a future low carbon energy system in World Economic Forum. Green Investing:
Towards a Clean Energy Infrastructure. January 2009. Available at: http://www.weforum.org/pdf/climate/Green.pdf
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EU policies promoting EfW as part of an integrated waste management strategy have been an overwhelming success,
reducing GHG emissions over 72 million metric tonnes per year, see European Environment Agency, Greenhouse gas
emission trends and projections in Europe 2009: Tracking progress towards Kyoto targets
http://www.eea.europa.eu/publications/eea_report_2009_9
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European Environmental Agency (2008) Better management of municipal waste will reduce greenhouse gas emissions.
Available at: http://www.eea.europa.eu/publications/briefing_2008_1/EN_Briefing_01-2008.pdf
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CalRecycle. 2012. CalRecycle Review of Waste‐to‐Energy and Avoided Landfill Methane Emissions. Available at:
http://www.calrecycle.ca.gov/Actions/PublicNoticeDetail.aspx?id=735&aiid=689
8

Center for American Progress (2013) Energy from Waste Can Help Curb Greenhouse Gas Emissions
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L AW OFFICES OF SUSIE B ERLIN
1346 The Alameda, Suite 7, #141
San Jose, CA 95126
408-778-8478
berlin@susieberlinlaw.com

Submitted electronically
January 11, 2016
Rajinder Sahota
California Air Resources Board
1001 I Street
Sacramento, CA 95184
Re:

Comments of the Northern California Power Agency on the Workshop on

Clean Power Plan Rules and Electricity Topics in the Cap-and-Trade
Regulation

Dear Ms. Sahota:
On December 14, 2015, the California Air Resources Board (CARB) hosted a workshop to discuss
the State’s implementation of the US Environmental Protection Agency’s (EPA) Clean Power Plan
(CPP) rules and related electricity topics in the Cap-and-Trade Program regulation. The issued
addressed during the Workshop are of paramount importance to the Northern California Power
Agency 1 (NCPA) and its member utilities, and NCPA appreciates the opportunity to provide CARB
with these comments on the Workshop and ongoing development of the State’s CPP
implementation strategy.
NCPA and its member utilities are committed to working with CARB and its sister agencies in
efforts to achieve the State’s emissions reduction goals while continuing to provide clean, reliable,
and affordable electricity to their customer-owners. As noted in NCPA’s comments on the October
2 Workshop, 2 the stakes are very high for NCPA and its member utilities, as entities with affected
EGUs will be impacted by the CPP, potential changes to compliance obligations under the Cap-andTrade Program, and aggressive new emissions reduction measures articulated in Senate Bill (SB) 350
(Chapter 547, 2015). All of these programs and measures will work together to help California
achieve its emission reduction and climate change goals, but they also place additional costs and
obligations on California’s electricity ratepayers that must be minimized to the greatest extent
possible. NCPA offers the following comments as part of the ongoing and collaborative process
between CARB and stakeholders in the interest of developing the optimal State Plan for CPP
compliance that meets the State’s laudable environmental objectives and ensures the continued
provision of safe, reliable, and affordable electricity to California’s businesses and residents.
1 NCPA is a not-for-profit Joint Powers Agency, whose members include the cities of Alameda, Biggs, Gridley,

Healdsburg, Lodi, Lompoc, Palo Alto, Redding, Roseville, Santa Clara, and Ukiah, as well as the Bay Area Rapid Transit
District, Port of Oakland, and the Truckee Donner Public Utility District, and whose Associate Member is the PlumasSierra Rural Electric Cooperative. NCPA owns, operates, and maintains a fleet of power plants that is among the
cleanest in the nation, providing reliable and affordable electricity to more than 600,000 Californians.
2 http://www.arb.ca.gov/lists/com-attach/20-ct2016amendments-ws-UTJWPwFtUW9QMwRq.pdf
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NCPA appreciates CARB’s outreach to stakeholders and the agency’s presentation of initial issues to
be addressed on the form and structure of various aspects of the State’s implementation of the CPP
and associated amendments to the Cap-and-Trade Program regulation. NCPA desires to work with
CARB and other stakeholders in assessing potential proposals for California’s plan for compliance
with the CPP. As more fully addressed herein, at this time, the lack of specificity and analysis of the
impacts for potential proposals precludes the detailed feedback that would most benefit the
discussion. NCPA provides these comments in the interest of further highlighting and defining the
scope of issues that must be addressed in potential proposals, and looks forward to continuing to
work with CARB and its sister agencies in developing more detailed comments and feedback once
those proposals have been proffered.
Clean Power Plan Modeling
During the workshop, Staff presented the initial modeling results under a Stress Case developed for
purposes of demonstrating compliance with the CPP. Currently, the Stress Case Scenario is based
on a modified version of the High-Demand Scenario used in the California Energy Commission’s
2015 Integrated Energy Policy Report. While the Stress Case is being developed to identify the
worst-case emissions scenario, it is important that the assumptions are based on realistic scenarios
and expectations in order to meaningfully inform the outcome. As such, the assumptions of a 33%
RPS through the 2015 to 2026 forecast period must be modified to reflect the mandates of Senate
Bill 350 and the increased renewable generation that will result. Similarly, NCPA urges the agencies
to revisit the scenarios to look at broader electrification across the state, and not limit the
assumptions to transportation alone.
The compliance modeling should also give considerable attention to the cost of compliance for
affected EGUs. California has adopted a suite of emission reduction measures, many of which fall
on electric utilities to implement, facilitate, or comply with. While each of these measures is
designed to further reduce the State’s overall GHG emissions, they also have cost impacts for
customers. All of the modeling to date demonstrates that California will be in compliance with the
CPP, even under the Stress Case; however, compliance does not come without a cost to affected
EGUs and utility customers, and the impacts of those costs should be quantified to the greatest
extent possible, to inform the process moving forward. California’s cost analysis should also address
potential trading between existing trading partners. Even in the absence of specific direction on the
manner in which neighboring states will implement the CPP, California’s analysis should include – at
a minimum – the impacts of continued electricity imports and exports with existing trading partners.
In looking beyond the requirements of AB 32 in the context of implementing the CPP, it is likely
that CARB will need to revise the manner in which imported electricity is counted to ensure that
California entities are not paying twice for the same compliance obligation. NCPA believes that the
Cap-and-Trade regulation can be amended to address this issue without compromising the integrity
of the California program and in a manner consistent the requirements of AB 32. As long as
imported electricity is accounted for, there is no conflict with AB 32. The manner in which imports
are accounted for will also be impacted by the emerging energy imbalance market (EIM) and
potentially expanded California Independent System Operator (CAISO), and NCPA appreciates that
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CARB is already working with the CAISO on this matter. NCPA encourages CARB to expand
these discussions to include all of the State’s balancing authorities (BAs) and not just the CAISO, as
these other BAs will also be affected by the changed market dynamics and related impacts.
Staff stated that the agencies will continue to review model run results and updated data. 3 The
results of those model runs will help inform the process moving forward, and NCPA urges CARB
to share the results of the continued model runs with stakeholders on an ongoing basis.
Use of Cap-and-Trade for CPP Compliance
NCPA understands CARB and the State’s commitment to the Cap-and-Trade program, and while
the existing trading program may present a viable tool for demonstrating compliance with the CPP,
what was clearly demonstrated in Staff’s presentation is that the extent to which the Cap-and-Trade
program will need to be modified to accommodate such a role is significant. 4 As noted during the
Workshop, there are several key differences in program structure and timing that differentiate the
State’s program from the CPP, which differences – if not accommodated by the EPA – would
necessitate amendments that would significantly alter the entire Cap-and-Trade program. As a
practical matter, if the Cap-and-Trade program is utilized as the measure by which to demonstrate
compliance with the CPP, the optimal outcome would be for California to work with the EPA to
develop a framework by which the deadlines, timelines, and use of future vintage allowances set
forth in the existing program can be utilized for CPP compliance. California’s program has already
demonstrated that it can successfully effect GHG reductions. As such, NCPA encourages CARB to
continue its ongoing dialogue with EPA staff on acceptable implementation metrics within the Capand-Trade program that can accommodate the existing deadlines and timelines already incorporated
into California’s program.
Staff outlined three basic frameworks for using the Cap-and-Trade program as the CPP compliance
vehicle, including: (1) use of Cap-and-Trade as a “state measure” under the CPP, with a federallyenforceable backstop, (2) use of Cap-and-Trade as a “state measure” with federally-enforceable
“emission standard” for affected EGUs, plus a federally-enforceable backstop, and (3) separate state
measures or CPP regimes that are accounted for in Cap-and-Trade to ensure environmental
integrity. 5 As noted during the Workshop, each of these would require amendments to both the
Cap-and-Trade Program Regulation and the Mandatory Reporting Regulation (MRR), the extent of
which would vary depending on the option adopted. In essence, the entire question comes down to
three basic options for California: (1) not change the existing Cap-and-Trade Program at all, (2)
make some changes to the Cap-and-Trade Program, or (3) change the existing program completely.
The multitude of variances that can come out of these seemingly simple alternatives presents a
significant challenge in attempting to put forth viable proposals. At this juncture, the implications of
the various scenarios cannot be fully understood without additional analysis and modeling of the
December 14 Staff Presentation, pp. 21, 23;
http://www.arb.ca.gov/cc/capandtrade/meetings/20151214/cppmodeling.pdf
4 December 14 Staff Presentation, p. 4; http://www.arb.ca.gov/cc/capandtrade/meetings/20151214/ctamendscpp.pdf.
5 December 14 Staff Presentation, p. 2; http://www.arb.ca.gov/cc/capandtrade/meetings/20151214/ctamendscpp.pdf.
3
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potential implications. For example, if the EPA is not amenable to altering the compliance periods
and surrender deadlines set forth in the CPP to accommodate California’s program, the Cap-andTrade regulation would need to be amended to either: (1) change the deadlines for all compliance
entities, (2) change the deadlines for the electricity sector only, or (3) change the deadlines for just
affected EGUs. Even within these limited scenarios, variations could include adoption of interim
reporting or surrender deadlines for the electricity sector, or just the affected EGUs. More
significant revisions to the Cap-and-Trade Program could be changes to bifurcate the electricity
sector (or just affected EGUs) from the other compliance entities and sectors, essentially resulting in
two separate trading programs. Each of these scenarios, however, implicates not only the affected
EGUs, but all compliance entities, and indeed the entire state, as the efficacy of the Cap-and-Trade
program to meet the GHG emission goal is based on an economy-wide program.
Any changes in the deadlines for the Cap-and-Trade program would also require extensive changes
to the MRR, and provisions relevant to verification. However, the implications are not limited to
the Cap-and-Trade program, or even just to CPP compliance. Changes to deadlines and timelines
associated with GHG reporting will also impact other state regulatory agencies and reporting
obligations of the covered entities. In addition to the direct impacts on the MRR and verification
deadlines, stakeholders must analyze and assess how any such changes will also impact the flow of
information and reporting provided to other agencies.
These issues also have implications on setting the state’s CPP glidepath, and ultimately, what the
backstop will look like. Regardless of which basic “framework” is adopted, California must have a
federally enforceable backstop. The extent to which the provisions of any portion of California’s
Cap-and-Trade program are federally enforceable will be inexorably tied to the manner in which the
Cap-and-Trade program is amended.
The final design of California’s implementation plan and resulting amendments to the Cap-andTrade program also implicates trading and linkage issues; this is true not just with formally linked
partners, but with other states in the region, with which California will continue to import and
export electricity, even under the CPP. Despite the many uncertainties associated with designing
program amendments and a CPP compliance plan that accounts for trading partners and linkage,
NCPA strongly urges CARB to continue to explore options that would maximize the number of
potential trading partners for California under the CPP compliance plan. Maximizing the number of
trading partners provides California with the best opportunity to effect the necessary emissions
reductions in the most economic manner possible, reducing the potential cost impacts on electricity
customers.
In order to completely understand the full import of changes of this magnitude, the various
scenarios must be modeled and likely outcomes assessed. The implications of various plan design
options cannot be meaningfully reviewed without more detailed analysis, including scenarios that
assess the impacts on the electricity markets and affected entities’ compliance costs. NCPA
understands that CARB will be continuing to model and evaluate CPP compliance options. It is
imperative that a review of the implications of such extensive changes to the Cap-and-Trade
program are included in that modeling before determining which option should be pursued for
Comment Overview

NavigateProgram
to Table
of Contents
NCPA Comments re December 14 CPP/Cap-and-Trade
Workshop
January 11, 2016
Page 5 of 8
California’s CPP Compliance Plan. While these efforts may require additional time and resources,
they are essential to determining the optimal approach for the State’s compliance with the CPP.
Cap-and-Trade Program RPS Adjustment
During the October 2 Workshop, Staff raised concerns regarding the manner in which the RPS
Adjustment was being utilized by compliance entities and proposed that this provision may be
eliminated. Both written and oral stakeholder comments overwhelmingly favored retaining the RPS
Adjustment and some stakeholders, such as the Joint Investor Owned Utilities, proposed revisions
to the MRR and Cap-and-Trade Program Regulation that would address the concerns raised by
Staff. During the December 14 Workshop, Staff presented further information regarding their
concerns with the RPS Adjustment and sought stakeholder comments on the “future of the RPS
adjustment.”
Like most stakeholders, NCPA believes that CARB should not eliminate the RPS Adjustment. The
RPS Adjustment is an important cost-containment measure, a necessary tool to ensure that
California’s electricity ratepayers are not penalized for investments in renewable energy resources
located outside of the state, and an essential instrument in managing Cap-and-Trade Program
compliance costs that protects electricity customers from paying GHG compliance costs for energy
associated with zero-emission, renewable energy resources. Both the Cap-and-Trade program and
the State’s RPS program serve the same underlying purpose – to reduce the state’s overall GHG
emissions profile. Regardless of whether they do so as a cap on actual emissions or a requirement to
utilize lower emitting electricity resources – the end result is the same. As such, it is imperative that
the value of both programs be fully recognized and integrated for the benefit of the State’s electricity
customers. The adverse impacts associated with elimination of the RPS Adjustment would not be
mitigated or alleviated by the allocation of free allowances to EDUs, as suggested by CARB staff.
The value associated with the freely allocated allowances does not offset the higher compliance costs
that will result if the RPS Adjustment is eliminated, nor is it an efficient use of allowance value to
pay for the same emission reduction twice. Instead, in furtherance of the State’s emission reduction
goals – and the underlying objectives of both the Cap-and-Trade and RPS programs, the zero-GHG
value of renewable resources should continue to be recognized in the Cap-and-Trade program.
Due to the importance of this tool, NCPA urges CARB to entertain amendments to the Cap-andTrade program that retain the RPS Adjustment, protect the value of the RPS investments, reduce
unnecessary compliance costs, and uphold the intent of both the Cap-and-Trade and RPS programs.
As such, NCPA supports the principles and recommendations set forth in the Joint Utilities’
Comments on RPS Adjustment, dated January 12, 2016. In those comments, the Utilities suggest
revisions to the Cap-and-Trade Regulation and Mandatory Reporting Regulation regarding the RPS
Adjustment. The two simple amendments proposed by the Utilities would ensure the Regulations’
existing terms are enforced and retain the value of the RPS Adjustment, such that:
(1) only entities that meet existing criteria for delivered electricity from a renewable specified
source, including the Renewable Energy Credit (REC), may report the electricity as specified
power; and
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(2) no entity may make an RPS Adjustment claim for eligible renewable power properly
reported as specified.
The Utilities’ proposal recognizes the key role RECs play in meeting the State’s GHG reduction
strategy, and aligns the RPS and Cap-and-Trade programs in a way that achieves the objectives and
integrity of both programs within the context of commercial practices and transactions that are an
essential part of successfully meeting those GHG reduction goals. As the Utilities note, “the use of
the REC as a validation tool under the Cap-and-Trade and MRR programs, as it serves under the
RPS Program, will simplify the onerous verification process encountered by the ARB in the 2014
reporting year and, critically, will ensure that the GHG benefit from eligible renewable generation is
accounted for once, and only once, and by the entity the state Legislature intended to receive such
benefit.”
Due to the importance of the RPS Adjustment and the proper accounting for RECs under both the
RPS and Cap-and-Trade programs, NCPA encourages CARB Staff to pursue proposed amendments
to the MRR and Cap-and-Trade Program Regulation consistent with the recommendations set forth
in the Utilities’ comments. NCPA also looks forward to continuing to work with CARB Staff and
other interested stakeholders in ensuring that continued utilization of the RPS Adjustment provides
the maximum benefits, without placing an undue burden on either CARB or utility personnel.
Setting GHG Emission Targets Under SB 350
The December 14 Workshop also included a presentation and discussion on the provisions of SB
350 relevant to target-setting for the integrated resource plans (IRPs) required by Public Utilities
Code Sections 454.52 and 9621. Among other things, SB 350 requires publicly owned and investor
owned utilities to prepare IRPs that address myriad different resource planning options, including
the manner in which the plan will meet the GHG reduction targets established by CARB in
coordination with other agencies. During the Workshop, Staff proposed establishing nonbinding
targets that would not be part of the utility’s compliance obligation under the State’s Cap-and-Trade
program. NCPA has concerns with establishing targets for individual load-serving entities (LSEs),
as it is neither mandated by the statute, nor an efficient way to address emissions reductions and
resource planning strategies. NCPA appreciates CARB’s recognition that any such targets would
not be binding on an individual load serving entity or the electricity sector in total and that the
targets “must not disrupt the efficient operation of the economy-wide program or introduce
opportunities for market manipulation.” 6 These targets are largely intended to provide a point of
reference as utilities develop their IRPs, and must be viewed in the context of the entirety of SB 350
and existing climate policies and mandates. The IRP requires utilities to look at a wide range of
issues in their resource planning, and not just meeting GHG reductions. 7 As such, it is imperative
6 December 14 Staff Presentation, p. 18; http://www.arb.ca.gov/cc/capandtrade/meetings/20151214/rpssb350.pdf
7 The SB 350 targets for the electricity sector are necessarily differentiated from the compliance obligation and emission
reduction targets under both the existing Cap-and-Trade program and under the CPP, since they will encompass factors
and requirements that are not part of either of those programs. (See; PU Code Sections 454.52 and 9621) The IRPs are
designed to provide long-term planning projections and roadmaps, and not just demonstrate how the utility plans to
comply with the Cap-and-Trade program requirements. In this context, the value of the IRP is not in looking at annual
or short-term projections related to a single program, but rather as a tool for establishing a forward-looking strategy for
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that the scope of applicability of any non-binding target be narrowly defined to avoid implicating
other programs or measures, and should not be based on a specific GHG reduction target.
Additionally, SB 350 presumes the existence of a 2030 GHG reduction target percentage for the
electricity sector as a whole and for individual LSEs, however, neither AB 32 nor SB 350 directs
CARB to establish sector-specific GHG emission reduction targets.
Furthermore, setting a binding entity-specific or sector-specific reduction target would interfere with
the overall objective of the IRP, as well as the underlying premise of AB 32 to achieve GHG
reductions that are technologically feasible and cost effective. It is also important to recognize that
not all of the State’s utilities are subject to the provisions of Public Utilities Code section 9621, and
therefore, attempting to establish LSE-specific targets would not align with an overall sector-wide
target. Because the purpose of the IRP is to ensure that resource planning takes into account many
different goals and objectives, and not just GHG reductions, NCPA supports CARB exploring cost
metric targets that focus on ways that LSEs can minimize their total resource costs while achieving
the State’s policy goals.
Staff has asked stakeholders to comment on the manner in which such a target would be
established. 8 NCPA supports CARB forecasting post-2020 emissions reductions from existing
measures – including cost-effective energy efficiency, the RPS, and cost-effective and feasible energy
storage procurement – consistent with the data that is being utilized in the 2030 Target Scoping Plan
Update. NCPA urges CARB to avoid complex and overly-time consuming processes when existing
methodologies can be employed. 9
Need for Additional Electricity Sector Dialogue and Workshops
Utilizing the Cap-and-Trade program as California’s primary measure for demonstrating compliance
with the CPP implicates all aspects of the State’s trading program and the associated reporting
requirements. As discussed throughout the Workshop, changes to the program – even those that
would bifurcate or segregate the affected EGU – will impact all covered entities. In order to fully
explore the myriad implications of these issues, NCPA urges CARB to continue to work with
stakeholders and to ensure a full understanding of the impacts. Developing the State Plan for
compliance with the CPP and the associated amendments to the Cap-and-Trade program will
meeting the specific resource needs of the utility in the context of meeting the State’s overall climate goals in compliance
with myriad programs, including not only the Cap-and-Trade program, but the RPS program, increased energy efficiency
targets, and energy storage procurement goals.
8 December 14 Staff Presentation, p. 16; http://www.arb.ca.gov/cc/capandtrade/meetings/20151214/rpssb350.pdf
9 When setting the non-binding targets, CARB should also be mindful of the purpose of the IRP. SB 350 requires
utility IRPs to be updated at least every five years. Although changes may be made more frequently, to the extent that
these plans are designed to provide long-term planning projections and roadmap for complying with multiple
procurement mandates, the forecasted GHG reductions should not be revised or updated more frequently. The
forecasts should also take into account the impacts of electrification on the electric sector. Electrification of the
transportation sector is not the only consideration that should be embodied in setting the electricity sector targets.
Indeed, as the Scoping Plan Update anticipates, shifts from natural gas uses will also impact electricity sector emissions,
despite record low prices for natural gas. Assumptions embodied in the nonbinding targets/forecasted-reductions
regarding electrification must be clearly articulated, and in the event that electrification exceeds those assumptions, the
targets must be modified or the resulting variances must be otherwise acknowledged.
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necessitate additional stakeholder discussions and workshops in order to ensure a full and thorough
vetting of the issues. CARB must allow sufficient workshops to address electricity sector issues that
will impact the affected EGUs and compliance entities under the CPP and Cap-and-Trade program,
including allowance allocation post-2020 and the final post-2020 cap.
Conclusion
NCPA appreciates the opportunity to provide these comments and articulate concerns regarding the
critical issues that the State must resolve to implement the CPP, as well as associated amendments to
Cap-and-Trade Program Regulation and MRR. NCPA and its member agencies look forward to
continuing to work with CARB Staff and stakeholders on these important matters. If you have any
questions regarding these comments, please do not hesitate to contact the undersigned or Scott
Tomashefsky at 916-781-4291 or scott.tomashefsky@ncpa.com.
Respectfully submitted,

C. Susie Berlin, Esq.
LAW OFFICES OF SUSIE BERLIN
Attorneys for the:
Northern California Power Agency
cc:

Craig Segall
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January 11, 2016
MEMO TO:

California Air Resources Board
1001 “I” Street
Sacramento, CA 95812-2828

ATTENTION: Ms. Rajinder Sahota
Chief, Climate Change Program Evaluation Branch
FROM:

Iberdrola Renewables, LLC

RE: Potential 2016 Amendments to the Cap and Trade Regulations
Iberdrola Renewables, LLC (Iberdrola) appreciates the opportunity to comment on
potential revisions to the California Air Resources Board’s (CARB’s) Mandatory Reporting
Regulations (MRRs) and Cap and Trade (C&T) Regulations as outlined at the CARB
Workshop held on December 14, 2015. While the December 14 Workshop also focused
on California’s Plan for Implementation of the US EPA’s Clean Power Plan (CPP), these
comments focus only on the RPS Adjustment provisions connected with the MRR and
C&T Regulations. This is not to suggest, however, that Iberdrola does not have an
interest in California’s plan for Clean Power Plan (CPP) implementation; rather, the RPS
Adjustment provisions are of a more urgent nature.
Abstract
CARB’s recent changes to regulations and guidelines (or interpretations thereof) related
to the RPS Adjustment have introduced considerable uncertainty and negatively
impacted the market for “Product Content Category 2” (“PCC2”) RPS transactions, to the
detriment of the RPS market and California ratepayers.
Iberdrola strongly urges the CARB to take immediate steps to synchronize the MRR and
C&T Regulations with the California RPS Program; specifically as it relates to upholding
the integrity and marketability of PCC 2 contracts. Following the passage of SB X1 2
(Chapter 1—Statutes of 2011), the California Public Utilities Commission (CPUC),
California Energy Commission (CEC), California Independent System Operator (CAISO),
utilities, and many other stakeholders spent a year to 18 months in a formal proceeding
involving multiple workshops, hearings, and rounds of comments ultimately arriving at a
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balanced set of rules that created certainty for the market as well as consistency across
California’s energy-related agencies. Even after the dust had settled and the rules were
in place, it took some months for market entities to become comfortable transacting under
the new rules. It is difficult to underestimate the impact of ANY substantive changes to
RPS rules—whether direct or indirect--particularly those involving PCC provisions.
Iberdrola therefore implores the CARB to take seriously the role it has with respect to
safeguarding the sensitive regulatory balance struck across the agencies as a result of
the SB X1 2 implementation.
Iberdrola understands and appreciates that the purpose of the Cap and Trade Program
relates to accounting for GHG emission reductions based on state targets.
Notwithstanding this primary obligation, Iberdrola posits that the CARB also has an
obligation to “do no harm” to other equally critical California statutorily mandated
programs aimed at bettering the environment and the economy as well as the shared
goal of addressing climate change impacts.
I. CARB’s requirement for Generation Providing Entities (GPEs) to report energy
imports as “specified” regardless of contractual ownership of the environmental
attributes is flawed and unnecessary.
•

CARB’s rules require Iberdrola to report as “specified” any directly delivered
energy imported irrespective of the fact that so-called “firming and shaping”
contracts are specifically designed to not specify the source or even be in a
position to account for the source until after the fact. First, under the contract,
Iberdrola no longer owns any of the environmental attributes to the associated
energy. Further, all REC serial numbers are transferred and easily accounted for
if/when the counter-party claims the RPS adjustment. Referring to GPE rules
designed to thwart entities from reporting an artificially lowered unspecified source
of power, the requirement has the consequence of forcing Iberdrola to take the
benefit of being a lower emitting resource away from our customers. If Iberdrola
reports the power as specified, it’s customer can no longer claim the RPS
adjustment even though they hold the environmental attributes. Under the
current rules, with Iberdrola being forced to report low emission power as
“unspecified,” California customers are being short-changed the corresponding
amount of GHG emission reduction toward state targets; a result that is neither
fair nor accurate.
RECOMMENDED SOLUTION:
Allow entities with firming and shaping contracts to report imports as “unspecified”
at the unspecified emission factor. Iberdrola suggests options exist to enable
clear registration of REC ownership in order to avoid inaccuracies and double
counting. One option might be adding a REC ownership column on an entity’s
“specified source facilities workbook” for EPEs. Logic could be incorporated into

2
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the CARB reporting template to preclude usage of REC serial numbers without
registered ownership. Alternatively, proof of contractual relationships governing
REC ownership could be utilized by verifiers to confirm proper REC accounting.
II.

WREGIS reports are not appropriate instruments by which to assess
compliance with the requirement to remove “Directly Delivered” energy
from the RPS Adjustment claim.
•

Despite Iberdrola removing all energy quantities related to direct deliveries from its
2014 report according to CARB regulations (with evidence of all REC serial
numbers associated with these transactions that had been transferred to
customers and retired), Iberdrola’s independent verifier refused to approve the
report because a random sampling of e-tags included on the WREGIS report
included some e-tags associated with energy that had been directly delivered by
the renewable facility. To recap from our October 2015 comments, NERC- ETags are hourly instruments and the WREGIS reports are monthly; the system is
simply not capable of cleanly separating out all REC serial numbers for energy
that was directly delivered. Inevitably, a random sample of a WREGIS report will
include some amount of directly delivered energy irrespective of the fact that the
reporting entity has meticulously removed every MWh of such energy from its
RPS Adjustment claim.
RECOMMENDED SOLUTION:
Iberdrola has developed a documentation process whereby it would be possible to
match the specific sources of generation to REC serial numbers for directly
delivered energy, thereby enabling an effective RPS Adjustment verification using
WREGIS reports. We would be happy to meet with CARB to demonstrate how
the information can be generated and tracked.
III. Coordinate with CPUC and CEC to remedy “seams” issues between the
Cap and Trade and RPS Programs.
Several stakeholders at the December workshop suggested that CARB hold a
Workshop including CARB, CPUC and CEC staff to ensure that staff across all
three agencies are adequately coordinating the programs in a manner that retains
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the integrity of each respective program. While Iberdrola focuses here on the
RPS Adjustment, the CPUC is moving toward assimilating the CARB GHG
emission reduction targets within the RPS program. Clearly a meeting of the two
agencies would be productive for many reasons.
Additionally, as mentioned at the December 14 workshop, Iberdrola remains at
your service to spend time with CARB staff to discuss the mechanics of the
WREGIS reporting, our documentation and how appropriate evidence can be
gathered and presented to ensure against any double counting and maximum
GHG accounting accuracy.
Thank you for your consideration of our comments, and we look forward to
working with CARB, other agencies and stakeholders to arrive at a solution that
works for all.
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California Municipal Utilities Association
915 L Street, Suite 1460 • Sacramento CA 95814 • 916/326-5800 • www.cmua.org

January 11, 2016
Ms. Rajinder Sahota

Chief, Climate Change Program Planning & Management Branch
California Air Resources Board
1001 I Street
Sacramento, CA 95814
Re:

Comments of the California Municipal Utilities Association on the Renewables Portfolio
Standard Adjustment Following the December 14, 2015 Workshop on Proposed
Amendments to the Cap-and-Trade Regulations

Dear Ms. Sahota:
The California Municipal Utilities Association (“CMUA”) respectfully submits these comments to the
California Air Resources Board (“ARB”) on the proposed amendments to the Cap-and-Trade regulations
discussed at the December 14, 2015 Workshop. In addition to these comments, CMUA also joins in and
fully supports comments that will be filed by Pacific Gas and Electric Company on behalf of a coalition
of utilities providing more specific recommendations. CMUA files these separate comments to
emphasize the key importance of the Renewables Portfolio Standard (“RPS”) adjustment to its members.
CMUA is a statewide organization of local public agencies in California that provide electricity, gas, and
water service to California customers. CMUA members operate electric generation, distribution, and
transmission systems, and in total provide approximately 25 percent of the electricity load in California.
CMUA’s membership includes participants in the Cap-and-Trade Program, and many of its members
have directly benefited from the RPS adjustment since it was originally adopted.
Since its inception, the RPS adjustment has played a vital role by avoiding the duplication of costs
between the RPS Program and the Cap-and Trade Program. The continuation of the RPS adjustment is
essential to the prolonged success of the Cap-and-Trade Program and also supports the state’s broader
environmental policy goals. Therefore, CMUA and its members strongly urge the ARB to maintain the
RPS adjustment. To the extent that any changes are necessary to address the problems noted by ARB
staff, CMUA urges caution to ensure that regulatory changes do not have unintended consequences.
CMUA believes that through further collaboration, the challenges noted by ARB staff can be addressed.
CMUA appreciates the opportunity to provide these comments on the December 14, 2015 Workshop, and
thanks the ARB for its review and consideration.
Respectfully submitted,

Dan Griffiths
Braun Blaising McLaughlin & Smith, P.C.
915 L Street, Suite 1480
Sacramento, CA 95814
(916) 326-5812
griffiths@braunlegal.com
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Comments of the Western Power Trading Forum on Possible
Amendments to the Cap and Trade Program
January 11, 2014

Clare Breidenich
WPTF GHG Committee Director
Email: cbreidenich@aciem.us
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Introduction
The Western Power Trading Forum1 (WPTF) welcomes the opportunity to provide input to the
California Air Resources Board (CARB) on its consideration of possible amendments to the Cap and
Trade program for the third compliance period and the post-2020 program, including changes
necessary for California’s compliance with the Clean Power Plan (CPP).
WPTF is encouraged that staff are fully considering opportunities for linking the California cap and
trade program with other allowance trading programs that may emerge under the CPP. As we
indicated in our October comments, WPTF recommends that CARB aim to develop a trading-ready
program that would allow trading with any other states that have an EPA approved program, rather
than specifying linkages with particular states. Linked allowance trading programs throughout the
west and nationally would have significant advantages in terms of delivering long-term emission
reductions and ensuring a common and consistent carbon price signal for generator dispatch and
investment.
Our comments below address the following issues relating to amendment of the cap and trade
program:







Timing of regulatory amendments and submission of a final CPP compliance plan to EPA
Analyses of the direction and magnitude of allowance flows
Clarifications on the net allowance import/export adjustment from EPA
Changes to California’s program to enable linking
Changes to California’s program to conform with the CPP
Treatment of electricity imports

Timing of Regulatory Amendments and submission of CPP Compliance plan
At the October 2nd workshop, staff indicated that amendments for both the third compliance period
and the post-2020 program would be addressed in the same rule-making. To enable the regulations
to be in effect by 2018, staff intends to complete rule-making by May 2017. Staff further indicated
the possibility of submitting a draft CPP plan to EPA by September, 2016.
WPTF believes that it is essential to have certainty regarding any program changes for the third
compliance period by May 2017. Because resolution of changes to the regulations for the third
compliance period are more urgently needed than the new regulations for the post 2020 program
(which will need to carefully considered in conjunction with emerging CPP implementations
programs of other states, and the treatment of electricity imports given the expansion of the Energy
Imbalance Market and potential regionalization of the CAISO), WPTF recommends that CARB split
the rule-making into two phases. The first phase would address regulation changes applicable to
the third compliance period, and the second would address changes for the post 2020 program.

WPTF is a diverse organization comprising power marketers, generators, investment banks, public utilities
and energy service providers, whose common interest is the development of competitive electricity markets in
the West. WPTF has over 80 members participating in power markets within the WCI member states and
provinces, as well as other markets across the United States.
1
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This would enable timely adoption of amendments for the third compliance period, while enabling
additional time for consideration of changes after 2020.
WPTF also recommends that CARB not submit a complete draft CPP plan to EPA in September.
Instead, staff should provide an ‘initial submission’ that meets EPA’s requirements to enable an
extension of time to file the final compliance plan.
Analyses needed of the direction and magnitude of allowance flows under linkage scenarios
Linking of California’s multi-sector program with other state CPP trading programs creates
challenges. On the one hand, although electricity sector emissions are likely to be substantially
below California’s CPP mass target, there are scenarios under which the export of allowances from
California to other states could put California at risk of triggering the CPP backstop. On the other
hand, the purchase and use of CPP allowance by other sectors (i.e. not electricity generating units)
covered by the cap and trade program could undermine achievement of the state’s 2030 GHG
emission goals.
In order to fully evaluate options and develop appropriate amendments to the cap and trade
program, analyses of the magnitude and direction of allowance flows under various linking
scenarios is needed. Such scenarios should consider a range of possible allowance prices, as well as
options for partial linkage. (For instance, if CARB determines that full program linkage to other CPP
states could undermine achievement of 2030 emission goals, the program could be modified so
entities in all covered sectors could use California and Quebec-issued allowances for compliance,
but only EGUs could use allowances issued by other CPP states.)
Clarification needed from EPA on the net allowance import/export adjustment
WPTF recommends that CARB seek clarification from EPA, and modification of the CPP, if
necessary, regarding the means for determining the quantity of the net allowance export/import
adjustment for evaluating California’s compliance with its CPP target if California’s program is
linked with other CPP trading programs.
The CPP defines the adjustment in relation to holdings in EGU entity holding accounts:
“Net allowance export/import means a net transfer of CO2 allowances during an interim
step, the interim period, or a final reporting period which represents the net number of CO2
allowances (issued by a State) that are transferred from the compliance accounts of affected
EGUs in that state to the compliance accounts of affected EGUs in another State. This net
transfer is determined based on compliance account holdings at the end of the plan
performance period. Compliance account holdings, as used here, refer to the number of CO2
allowances surrendered for compliance during a plan performance period, as well as any
remaining CO2 allowances held in a compliance account as of the end of a plan performance
period.”
This definition poses a number of problems.


First, the suggestion that allowances can be transferred from one compliance account to
another is incorrect under both EPA’s rule and the California program. Units held in
compliance accounts have been retired and cannot be transferred to other entity accounts.
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Second, the reference to EGU holdings implies that the determination of net export/import
would be based on a comparison to some initial total quantity of EGU allowances holdings.
California’s program does not and should not create sector-specific caps within the overall
emission allowance budget.
Third, this approach would require knowledge of the retirement status of California-issued
allowances exported to other CPP states, either via linked tracking system or from EPA.
Finally, the definition inappropriately limits allowances included in the export adjustment
to those retired by EGUs, rather than the full quantity of allowances transferred to other
CPP states.

To address these issues, CARB should seek clarification or technical modification from EPA that net
allowance export/import adjustment is to be based on the total quantity of allowances transferred
out of/into a multi-sector emission trading program. Such an approach would enable the
adjustment to be determined by CITSS without the need for information on the allowance
retirement status in other programs. The adjustment quantity could be officially determined for
CPP compliance purposes following retirement deadlines, but could also be tracked by CARB on an
ongoing basis to monitor performance against the CPP interim targets.
Additionally, staff have correctly identified ambiguity in the CPP with respect to the import/export
adjustment in the case of trading between two multi-sector states (state measures states). Section
60.5740 of the CPP does not appear to provide an import adjustment to the importing state, but
appears to require an export adjustment from the exporting state. If correct this yields an absurd
result, as the quantity of allowances transferred would be effectively deducted from the overall
aggregate emission caps of trading states.
For transparency and clarity, CARB should ask EPA to clarify that when two multi-sector states
trade directly, that there will be an import/export adjustment on each side of the transfer.2 Since
the compliance of each multi-sector state will be determined by total EGU emissions, as adjusted by
the import/export adjustment, overall environmental integrity will be maintained.
Modifications of the cap and trade program to enable linkage with other CPP states
Changes to the cap and trade program would be necessary to enable linkage to other CPP allowance
trading programs in two areas: rules for use of CPP allowances and modification of the Compliance
Instrument Tracking System Service (CITSS).
On the first point, the cap and trade regulation would need to be amended to provide for the use of
allowances issued by other CPP states to be used by California covered entities for compliance. As
noted above, CARB could authorize the use of these allowances by entities in all sectors, or only by
EGUs.
Second, CITSS would need to be modified so that market participants can see whether allowances
were issued by California or Quebec (or any other linked Canadian province). Such a provision is

WPTF notes that if this clarification is not made, it is not likely to have any practical effect – provided that at
least one EGU-only trading state is linked to the two multi-sector states. Under this scenario, allowances
issued by a multi-sector state could be swapped for an allowance for an EGU-only state for import into the
second multi-sector state. This would enable the import adjustment to be used by the importing state.
2
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necessary because Quebec-issued allowances would not be eligible for use by entities in an
electricity-only CPP allowance trading state.
Modification of the cap and trade program for conformity with the CPP
CARB staff have identified three other potential areas for modification of the cap and trade
regulation for conformity to CPP requirements. These are the inclusion of a “backstop” mechanism,
possible elimination of the limited borrowing provisions in the current program and of alignment of
program deadlines.
Backstop mechanism
On the question of a backstop mechanism, the CPP does not appear to provide much flexibility
regarding design - the backstop must take the form of EGU standards, which could optionally be
implemented via allowance trading. The backstop itself must be included in the final plan, but the
level of the backstop cap could be adjusted at the time the backstop is triggered to ensure that any
emission overage is made up3.
For California, this means that the electricity sector would need to be severed from other sectors
under the cap and trade program. For the following years, there would have to be separate
electricity sector cap with designated allowances and no fungibility of allowances between the
electricity sector and other covered sectors. The use of banked or borrowed allowances by EGUs for
compliance under the backstop would also be prohibited.
Triggering of the backstop would be extremely disruptive to California and other linked carbon
markets. While triggering the backstop is low probability, CARB should seek to ensure that it never
occurs. As a first step, CARB should monitor the net allowance export/import adjustment on an
ongoing basis and compare adjusted emissions to the CPP targets. Second, CARB should consider
other provisions that could be implemented in advance of triggering the backstop if CPP compliance
emissions/net exports appear to be going off track. WPTF does not have a position on these
provisions, but suggests that an increase of the allowance price floor should be evaluated as a
possible tool.
Borrowing
On the issue of the conformity of current program rules allowing limited borrowing with the CPP
requirement, WPTF does not see a problem. Under a state measures approach California’s ongoing
compliance with the CPP would be determined by comparing total electricity emissions to its CPP
targets, rather than by a demonstration that EGUs are complying with the EGU standards. Other
than the transfer of allowances to/from other CPP states, the source and use of compliance
instruments used with the California cap and trade program itself are irrelevant for CPP
compliance: the import to and export from California of CPP allowances would alter California’s
reported CPP emissions, the use of other compliance instruments – borrowed allowances,
allowances issued by Canadian province, offsets – would not. Thus, we would argue that section
60.5815(f) of the CPP should be read as applying to allowance trading under an EGU standard
approach only.

3

CPP Section 60.5740(3)
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Alignment of program deadlines
Staff have identified two areas where cap and trade program deadlines might need to be modified
to comply with the CPP – emissions reporting and retirement. On the reporting side, the CPP would
require CARB to report total electricity emissions for the previous year to EPA by July. Because this
deadline is prior to the current program deadline for verification, staff have suggested possible
modification of the reporting and verification schedule under the cap and trade program.
WPTF opposes further tightening of the reporting and verification schedule, which is already
burdensome. Further, we do not consider it necessary for CARB to report electricity GHG emissions
to EPA based on verified data. Direct reporting by affected EGUs to EPA under the Clean Air Act will
presumably be the official source of data used by EPA in evaluating compliance under the CPP. As
this data is not subject to third party verification, we do not see a need for the state’s report to EPA
to be based on verified data. Instead, CARB should maintain the current reporting and verification
schedule under the Mandatory Reporting Regulation (MRR) (and use this data for determining
compliance under the cap and trade program), and base the state compliance report to EPA on
reported data.
Regarding retirement of allowances, WPTF recommends that after 2020 the cap and trade
compliance periods be aligned with the two-year compliance periods under the CPP. The expansion
of the carbon market via linkage to other CPP programs would more than compensate for any loss
of compliance flexibility caused by going from three to two-year compliance periods.
Electricity import Issues
Finally, WPTF reiterates that CARB must also consider changes to the treatment of electricity
imports after 2020. WPTF does not consider it appropriate for CARB to attribute GHG emissions to
imported electricity from generation that is subject to GHG regulation in its home state. Thus, it will
be necessary for CARB to consider the emerging CPP compliance strategies of other western states
in developing the post 2020 rule.
In the shorter term, the implications of the California ISO Energy Imbalance Market’s expansion and
transformation of the CAISO to a regional organization also merit careful consideration. First, as the
EIM/CAISO footprint expands, the quantity of electricity that is imported into the state but not
scheduled via e-tag will increase. Second, the participation of more entities/states in the CAISO
markets will increase pressure to change GHG accounting in the CAISO algorithm. Current practice
of considering the cleanest power as being dispatched to California will be more controversial as
EIM participating entities face enhanced GHG and RPS policies in their own states. WPTF does not
take a position on these issues at this time, but flags them for further discussion.
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January 11, 2016 | Submitted Electronically
Ms. Rajinder Sahota
Chief, Climate Change Program Evaluation Branch, Cap-and-Trade Program
California Air Resources Board
1001 I Street
Sacramento, CA 95812
Re: SCPPA Comments on December 14, 2015 ARB Workshop
Thank you for the opportunity to provide comments on the December 14, 2015 ARB Public Workshop on California’s
Plan for Compliance with the Clean Power Plan and Potential 2016 Amendments to the Cap-and-Trade Program,
including Senate Bill 350 (de Leon) implementation.
The Southern California Public Power Authority (SCPPA) is a joint powers agency whose members include the cities of
Anaheim, Azusa, Banning, Burbank, Cerritos, Colton, Glendale, Los Angeles, Pasadena, Riverside, and Vernon, and the
Imperial Irrigation District. Each Member owns and operates a publicly owned electric utility governed by a board of local
officials. Our Members collectively serve nearly five million people in Southern California.
We look forward to the continued working relationship that has developed over the years between and among ARB,
other state agencies, and stakeholders on the variety of complex and intertwined issues associated with regulating the
electricity sector for greenhouse gas (GHG) reductions. The next step in that process is the continued development of a
workable federal Clean Power Plan (CPP) compliance plan and its de facto intersection with the Cap-and-Trade
Regulation (Regulation). In addition to the expected integration of Cap-and-Trade with CPP, ARB is also tasked with a
Third Compliance period update to the Regulation and implementation of the recently enacted SB 350. SCPPA’s goal is
to ensure that the policies considered and the programs ultimately adopted by the State are consistent and mutually
complementary, and do not pancake costs or obviate investments and efforts already exerted by Californians. SCPPA
also encourages ARB to continue working with its sister state agencies as each Cap-and-Trade, CPP and SB 350
decision is inexorably interlinked with other policy and regulatory efforts underway. Below, SCPPA responds to several of
the important issues presented by ARB staff, beginning first with proposed amendments to the Cap-and-Trade Program.
2016 CAP-AND-TRADE REGULATION AMENDMENTS
In addition to comments previously submitted on amendments to the Cap-and-Trade Regulation, SCPPA offers the
following feedback on items discussed during the December 14 Public Workshop:


Retain the RPS Adjustment. As indicated in previous meetings with staff, SCPPA strongly encourages ARB staff to
retain the RPS Adjustment in the Regulation. Imported renewable electricity resources are essential for many
California utilities’ efforts toward achieving California’s increasing Renewables Portfolio Standard (RPS) target and
will help meet California’s aggressive climate change goals. It would be inconsistent to require California ratepayers
to now pay an emissions compliance cost – in addition to the costs associated with planning for, development and
transmission of, and any environmental mitigation costs necessary – to procure renewable energy that had been
deemed to be “emissions free” in complying with the 33% RPS. Consistent implementation of the RPS Adjustment
provisions is a critical component of ensuring the continued successful and cost-effective implementation of the RPS
and Cap-and-Trade Program without prejudicing in-state versus out-of-state renewable resources.
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The RPS and the Cap-and-Trade Regulation are key components in the State’s efforts to reduce GHG emissions
and should complement each other; one program should not reduce the effectiveness of the other. Out-of-state
renewables are an important means of achieving the State’s RPS, which is just one of a series of measures SCPPA
Members are faced with – other policies of importance include implementation of the federal Clean Power Plan,
potential expansion of CAISO and its Energy Imbalance Market, Governor Brown’s Executive Order B-30-15 that set
a GHG emissions reduction target of 40% below 1990 levels by 2030, California’s push to electrify the transportation
sector, and increased land-use restrictions that inhibit the ability to build large-scale renewable projects in California
(e.g., the Los Angeles County “Renewables Energy Ordinance”). The RPS Adjustment ensures fair regulatory
treatment of RPS-compliant contracts and investments. In the October 2011 Final Statement of Reasons for the
Mandatory Reporting Regulation amendments (page 108), ARB states that the RPS Adjustment is “an adjustment to
the compliance obligation to recognize the cost to comply with the RPS program” and “ARB included the RPS
Adjustment for the specific purpose of reducing the cost of RPS compliance that would be born directly or indirectly
by entities that must comply with California’s RPS program.” The RPS Adjustment is important to properly address
the Cap-and-Trade compliance cost for imported renewable energy that is indirectly delivered.
SCPPA and its Members believe that previous staff challenges noted at the December 14 Public Workshop can be
reasonably and mutually addressed to preserve and ensure the continued and necessary role of the RPS
Adjustment. It is unnecessary, and likely counterproductive, to eliminate the RPS Adjustment credit, as doing so
would impose significant additional and unexpected compliance costs on California electric utilities and their
ratepayers and consumers, in essence hindering compliance with broader climate goals. We do, however, note that
the discussed possible remedy of moving reporting dates up would not likely yield an expected outcome, since
verified data is not available much earlier than the existing reporting deadlines.
SCPPA looks forward to, and would suggest a technical meeting with staff to work towards developing agreeable
amendments to both keep and improve the RPS Adjustment. As such, SCPPA continues to offer the following
technical improvements to the RPS Adjustment provisions:
o Properly crediting the 2% transmission line loss correction factor. The current RPS Adjustment does not
fully offset GHG emissions for imported renewable electricity that is not directly delivered, since it does not
include proper crediting for the 2% transmission line loss factor that is automatically added to all unspecified
imports, including indirectly delivered renewable energy. The transmission line loss factor (which is for GHG
emissions accounting purposes) should be credited under the RPS Adjustment (which in itself would not be a
recognition of avoided emissions but an adjustment to the Cap-and-Trade compliance obligation). Directly and
indirectly delivered renewable energy should be treated equally; there should be no Cap-and-Trade compliance
obligation for either one. Adding credit for the 2% transmission line loss factor to the RPS Adjustment seems
only logical as both the directly and indirectly delivered renewable energy uses transmission obligation and will
not affect the GHG emissions inventory.
o Clarifying the Renewable Energy Credit (REC) retirement deadline for RPS Adjustment purposes.
Currently, Section 95852(b)(4) states that RECs must be placed into a retirement account within 45 days of the
reporting deadline for the year for which the RPS Adjustment is claimed. “Within 45 days” could be interpreted
as between April 15 and July 15. We understand from ARB staff that the intent was to allow RECs to be retired
up to 45 days after the reporting due date. The rule language should be clarified to specify that RECs claimed for
the RPS Adjustment must be retired no later than 45 days following the June 1 reporting deadline.
o Crediting voluntary green power programs. The RPS Adjustment applies only to indirectly delivered
renewable electricity that is used for RPS Compliance. It does not apply to indirectly delivered renewable
electricity that some utilities procure on behalf of “voluntary” green power program customers who pay premiums
for the procurement of renewable electricity above and beyond a host utility’s RPS compliance. This is because
the RECs associated with the energy imported for these program customers are not designated as “retired” in
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the California Energy Commission’s accounting system for the purpose of complying with the RPS. Accounting
inadequacy for such voluntary programs was recognized in the recently-enacted SB 350 and will likely need to
be implemented via a rulemaking. SCPPA recommends adding a credit similar to the RPS Adjustment that
applies to voluntary green power programs to ensure equal treatment for renewable power procured on behalf of
utility customers and to properly reward such initiative taken by individual California consumers.


Asset Controlling Supplier (ACS) Power. SCPPA remains extremely concerned with the inconsistent “actual” versus
“paperwork” emissions profile treatment of imported zero- and low-GHG emission electricity. For example, directly
delivered null power (renewable energy without the RECs) must be reported as specified with a zero emission factor
even though the importer purchased the energy without the environmental attributes (RECs). In contrast, directly
delivered ACS power must now be reported as unspecified with the (higher) default emission factor instead of the
(lower) ACS emissions factor if the importer did not pay a “premium” to the seller to label the power as specified (with
environmental attributes). SCPPA continues to question why, if power from another renewable facility is treated as
zero emission without having to pay a premium to buy the environmental attributes, ACS system-generated power is
treated differently (i.e. why isn’t power generated by an ACS system treated as low-GHG without having to pay a
premium to buy the environmental attributes?).
Prior to 2014, all imported ACS power was reported as specified with the corresponding low-GHG emissions factor and
was counted as low-GHG in the statewide GHG emissions inventory. That changed with the 2013 amendments to the
Mandatory Reporting Regulation when ARB inserted new contract labeling requirements for ACS power that benefits
non-California Asset Controlling Suppliers to the detriment of California utilities and consumers. In effect, the 2013 rule
amendment changed specified low-GHG ACS power into unspecified higher-GHG power, which is going in the wrong
direction if California hopes to achieve its aggressive 2030 and 2050 GHG emission reduction goals. This must be
corrected to ensure parity and the consistent treatment of directly delivered low-GHG imported power. Counting
directly delivered ACS power as unspecified is adversely impacting California’s progress towards achieving its GHG
emission reduction goals.
The table below illustrates how the 2013 rule amendment to the reporting criteria for imported ACS power has
adversely impacted one of SCPPA’s members. It shows a year-to-year comparison of reported GHG emissions and
corresponding Cap-and-Trade compliance costs for directly delivered ACS power imported by the SCPPA member
prior to and after the rule amendment took effect. The marked increase in emissions and compliance costs shown in
Calendar Year 2014 (CY 2014) is an increase on paper only, and is the direct result of the 2013 amendment to MRR
section 95111(a)(5)(B) that deleted “Report delivered electricity as specified and not as unspecified” and replaced it
with “Report asset-controlling supplier power that was not acquired as specified power, as unspecified power.” Note
that the numbers provided in the table are rounded approximations.
As the table indicates, the impact of the amendment to the ACS power reporting criteria adds a compliance obligation
of over 200,000 metric tons of GHG emissions. The increased obligation impacts market availability and potentially the
price of allowances. It will consume valuable allowances for emissions that do not exist. This effect may be even more
pronounced if the same increase is being felt by more entities. While in the overall scheme of things this is a relatively
small portion of total allowances, the increased obligation is equivalent to that of eight facilities tripping the cap-andtrade obligation threshold.
SCPPA urges ARB staff to consider the cumulative impact of all issues raised by SCPPA in this letter and previous
ones; while each individual issue may appear relatively minor, the total effect on Cap-and-Trade Program participants
may be substantial.
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CY 2013
Imported ~570,000 MWH of ACS power
(directly delivered from ACS source to final point of
delivery in California)
Source on E-tag
Emission Factor

Total
Estimated C&T
Cost

Specified ACS Power
0.0293 or 0.0249 MT
CO2e per MWh
(metric
(MWH)
tons)
570,000
15,000

Unspecified ACS Power
0.428 MT CO2e per MWh

–

(metric
tons)
–

(MWH)

CY 2014

Imported ~669,000 MWH of ACS power
(directly delivered from ACS source to final point of
delivery in California)
Specified ACS Power
Unspecified ACS Power
(purchased direct from
(not acquired as specified power)
Bonneville Power)
0.0216 or 0.0192 MT
0.428 MT CO2e per MWh
CO2e per MWh
(metric
(MWH)
(MWH)
(metric tons)
tons)
168,000
3,200
501,000
214,000

–

$184,000

–

$0

–

$37,000

–

$2,495,000

Increase in
Reported
Emissions
(no change in actual
emissions)

–

–

–

–

–

–

–

204,000

Increase in C&T
Cost

–

–

–

–

–

–

–

$2,379,000

SB 350 IMPLEMENTATION
The impact of setting 2030 individual utility emissions reduction “targets” is another significant policy and technical
exercise that cannot be underestimated. SCPPA offers the comments below in addition to its prior submission.


Set “soft” targets. SCPPA strongly supports ARB staff’s suggestion to treat any newly established SB 350 targets
as “soft targets,” i.e., non-binding. Moreover, SCPPA Members encourage ARB to establish reasonable compliance
flexibility. For example, the targets should be set as ranges, and ARB should allow fair and reasonable off-ramps
and/or adjustments, or promulgate a specific list of excusable reasons why the targets may not be timely achieved.
For example, transportation electrification initiatives (including for vehicles, at ports, and other items identified in the
Mobile Source Strategy) could be a key contributor to increased energy demand that may not necessarily align with
efforts to reduce utility sector emissions. Given the State’s overarching multi-industry goals under its economy-wide
Cap-and-Trade Program, adding a hard, single industry-specific target with discernible benchmarks will only
complicate stakeholders’ ability to comply.



Targets should be based on end 2030 goals. Any targets developed should consider the trajectory for existing
projects and utility loads and loading orders. Moreover, the goals should not have “benchmarks” for compliance, since
some key input factors are based on constants with a presumed “turning point” (e.g., SCPPA Members with long-term
coal contracts will see substantial improvement(s) in GHG emissions once the present underlying contract(s) term out
or are divested, but may show less significant progress in interim years). Targets should rightfully be based on an end
goal for 2030 to ensure that California utilities are not subjected to cost impacts due to stranded long-term
investments, exposing an individual industry sector to potential market manipulation costs, and thus pressuring utility
rates artificially higher. SCPPA believes that California-wide “soft target” trajectories must also be reflective of
emissions reduction accomplishments from other non-utility sectors and of resource procurement guidelines
established by the California Energy Commission, which includes alternative cost compliance and cost effectiveness
considerations in setting parameters.



Involve local publicly owned utility governing boards. SCPPA strongly emphasizes the importance of establishing
regulatory processes that do not supersede or interfere with publicly owned utilities’ existing and required local
governing board jurisdiction and approval processes. Any targets or integrated resource plans developed for
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Page 4Overview
of 6

Navigate to Table of Contents
compliance with SB 350 should be considered under a similar approach as past actions. SCPPA very much
appreciated Senator de Leon’s efforts to acknowledge that publicly owned utility governing boards must have
alternative compliance options available to them when complying with new 50% RPS procurement requirements. It is
recognized that tax-exempt municipal bonds are the primary means that publicly owned utilities finance energy
projects and that publicly owned utilities did not divest of their generation assets during the deregulation (because
they did not have to) – meaning that many are still “fully resourced” under long-term contracts and/or ownership
agreements. As the RPS increases from 33% to 50%, these utilities could be forced to strand publicly financed
assets, “dump” energy purchased or generated from these resources financed with tax-exempt bonds (impacting the
manner in which utilities participate in markets), and require a significant change in operational requirements that
could result in unacceptable grid reliability impacts. ARB should similarly involve and consult with the expertise
offered by local governing boards in setting SB 350 “targets” and recognize all rational and good faith efforts to
comply with any new targets, within the parameters of maintaining affordable rates (for rate payers and customers)
and ensuring power supply reliability.
FEDERAL CLEAN POWER PLAN (CPP) IMPLEMENTATION
Lastly, while SCPPA previously offered comments on California’s CPP compliance, we would like to take this opportunity
to respond to a few of the items presented at the December 14 Public Workshop, specifically:


Modeling. Incorporating SB 350 and post-2020 policies into new modeling will be critical to developing truly
representative (and trustworthy) results; specifically, the model should consider the yet-to-be released updated CEC
Integrated Energy Policy Report (IEPR) forecasts and tie-in with ARB’s own Mobile Source Strategy and Sustainable
Freight Strategy. In addition, SCPPA Members are concerned about the aggressiveness of the energy efficiency
assumptions presented, from both a cost and feasibility perspective. SCPPA urges ARB to ensure that the glide path
is workable and achievable.
The modeling should also evaluate inter-state benefits and impacts given the inter-connected nature of the Western
electricity grid and one of the most significant changes that EPA made from the proposed rule to the final rule –
specifically: to promote broader regional cooperation. This modeling should publicly assess how California can
and should contribute to broader regional collaboration efforts as other Western states assess using a mass- or ratebased approach and potential inter-state trading/optimization opportunities to comply with Clean Power Plan
requirements.



Regional Collaboration. SCPPA continues to encourage state policymakers to take an active role in regional
discussions on Clean Power Plan implementation. California’s coordination with other states in the region promotes
the development of renewable generation and integration efforts throughout the West, while also maintaining
broader grid reliability, ensuring long-term power supply affordability, and promoting a holistically beneficial Western
regional marketplace with reduced cost burden for individual entities.
SCPPA is keenly interested in how California will contribute as an active partner with other Western States. While
we appreciate efforts to broaden California’s Cap-and-Trade Program with our Canadian partners – who do not have
a CPP compliance obligation – working with other Western States where California sources a significant amount of
power from should be a high priority. ARB should consider whether to establish a separate program or “exit
strategy” for entities with affected electrical generation units to trade/optimize with other “willing and ready” states.
Otherwise, we fear that CPP compliance burdens may be unfairly and unjustly concentrated on the California CPP
entities while at the same time other states in the region are subjected to individual (read “more acute”) compliance
obligations without access to California’s already developed market. California should again revisit efforts that date
back nearly a decade, when the Western Climate Initiative began with the governors of Arizona, California, New
Mexico, Oregon, and Washington discussed developing a multi-sector, market-mechanism based program to reduce
GHG emissions.
Comment
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Compliance Timeline and Data Reporting. As an alternative to staff’s suggestion to align Cap-and-Trade
regulatory compliance timing with CPP deadlines, SCPPA Members suggest that ARB should instead request that
CPP compliance be modified to match the November reporting timelines that are currently being implemented under
the Cap-and-Trade program; this would undoubtedly benefit from the operational certainty of a well-established
program. This alignment with existing and tested compliance regime will enhance entities’ ability to comply with both
regulatory requirements in a timely and cost-effective manner.

Thank you for your time and consideration. SCPPA looks forward to, and would suggest additional technical meetings with
staff to work through these important and complex issues. It is fully expected that ARB would do its utmost to synergize
Cap-and-Trade with RPS and CPP such that the combined programs costs to California are minimized.
Respectfully submitted,
Tanya DeRivi
Director of Government Affairs
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January 11, 2016
Chris Gallenstein
California Air Resources Board
1001 I Street
Sacramento, CA 95814
Re: December 14, 2015 Workshop Comments
Dear Mr. Gallenstein:
The Energy Producers and Users Coalition 1 (EPUC) appreciate this opportunity to
comment on the December 14 California Air Resources Board (CARB) Workshop
discussing California’s implementation of the EPA Clean Power Plan (CPP). As an
initial matter, EPUC appreciate CARB staff’s comments during the workshop
acknowledging the CPP exemption for efficient industrial Combined Heat and Power.
During the workshop, CARB staff suggested that it is considering a California
implementation plan which would primarily rely on the Cap-and-Trade Program (C-T) for
compliance. Before pursuing this option, CARB should assess whether the suite of
measures included in Senate Bill (SB) 350, including California’s 50% Renewable
Portfolio Standard (RPS), is sufficient to achieve the CPP’s required emissions targets.
Senate Bill 350, signed by Governor Brown in fall 2015, extends the Renewable
Portfolio Standard to require procurement of 50% renewable energy by 2030. Senate
Bill 350 also doubles energy efficiency savings in that same time frame. As noted by
EPUC in its comments on the September 2015 CARB White Paper, these programs will
provide significant emissions reductions towards California’s CPP obligations.
At the workshop, CARB staff presented the preliminary results of CARB, California
Public Utilities Commission (CPUC) and California Energy Commission (CEC) staff
analysis and modeling. The analysis develops high, medium and low demand forecasts
based on the draft Integrated Energy Policy Report demand forecast.
CARB/CPUC/CEC also developed a stress case scenario by modifying the Preliminary
1

EPUC is an ad hoc group representing the electric end use and customer generation interests of
the following companies: Aera Energy LLC, Chevron U.S.A. Inc., ExxonMobil Power and Gas Services
Inc., Phillips 66 Company, Shell Oil Products US, Tesoro Refining & Marketing Company LLC and
California Resources Corp.
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High Demand Scenario developed as part of the CEC California Energy Demand
forecast for 2015-2016. As demonstrated by the analysis, under not only the high,
medium, and low demand forecast scenarios, but also a stress case scenario, California
is on track to comfortably meet its CPP obligations.
The results presented at the December workshop do not make clear the progress
towards emissions reductions targets attributable to individual, existing emissions
reductions measures, like C-T or the current energy efficiency and RPS requirements.
Further, the CARB/CPUC/CEC analysis and modeling has not yet taken into account
the potential impacts of the SB 350 programs.
Before finalizing any specific implementation plan, the CARB/CEC/CPUC modeling
should consider, and present to stakeholders, the separate impacts of different
measures already adopted in California. Demonstrating the emissions progress of
individual measures will provide stakeholders and the CARB Board with a better
understanding of CARB’s policy choices. Additionally, CARB staff should analyze
whether implementation of the SB 350 measures on their own are sufficient for
compliance with the CPP. Without a clear comparison of the emissions impact of
different combinations of projects, CARB cannot make a fully informed decision
regarding the best compliance mechanisms. This will also ensure that California
submits the most efficient and cost-effective compliance plan. CARB should take all the
time required to determine that it has crafted the most appropriate compliance program.
EPUC looks forward to continuing to work with CARB to develop California’s
implementation plan.

Sincerely,

Evelyn Kahl
Katy Morsony
Counsel to the

Energy Producers and Users Coalition
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California Wind Energy Association
January 11, 2016
California Air Resources Board
1001 I Street
Sacramento, CA 95812-2828
Re: Comments following December 14, 2015, Public Workshop on CA Plan for Compliance
with the Clean Power Plan and Potential 2016 Amendments to the Cap-and-Trade
Program Relating to Electric Sector Emissions
I.

INTRODUCTION AND SUMMARY

The California Wind Energy Association (CalWEA) appreciated the December 14, 2015,
workshop discussion regarding the ARB’s development of its Clean Power Plan compliance
proposal for California and related amendments to the electricity sector of the ARB’s Capand-Trade Regulations. We offer the following thoughts related to the treatment of
electricity from renewable energy facilities that may be imported into California’s
electricity system, or directly interconnected to an expanded Western grid serving
California under different possible Western carbon market constructs.
CalWEA is a trade association supported by wind energy project owners and developers
serving the California market, both from locations within the state and regionally.
In summary, our comments are as follows:


Substantial benefits to California ratepayers will accrue from tapping Western
regional renewable resources to supply the state’s renewable electricity needs and
help achieve its carbon goals;



To ensure that these benefits can be captured, the ARB should continue to make the
RPS Adjustment available until an accounting system is developed that can
comprehensively track renewables and associated attributes on the Western grid;



The ARB should consider whether to seek the expansion of the WREGIS accounting
system such that it can function like the PJM’s GATS system, so that accounting
deficiencies do not prevent the use of low-cost renewables in achieving our carbonreduction goals.

2560 Ninth Street #213-A  Berkeley, California 94710  (510) 845-5077  info@calwea.org
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COMMENTS
1. Substantial Benefits to California Ratepayers Will Accrue from Tapping
Western Regional Renewable Resources to Supply the State’s Renewable
Electricity Needs And Carbon Goals

A recent study by PacifiCorp and CAISO1 demonstrates that enabling access to high-quality,
low-cost wind resources in the WECC region can significantly reduce the cost of achieving
California’s 50% RPS goal. Specifically, it found that up to $691 million in annual benefits
to California ratepayers could accrue by 2030 by accessing out-of-state wind energy – 77%
of the benefits from a CAISO-PacifiCorp merger under the high-benefits case (which
assumes federal and state environmental policy developments). These savings are due, in
part, because regional wind will reduce the marginal curtailment faced by new solar PV
projects by one-third by 2030.2 (Similar results could have been achieved utilizing in-state
wind resources, but local and federal land-use decisions have unfortunately largely
precluded this option.3)
Note that the PacifiCorp-CAISO study presumed that out-of-state renewables must be
delivered with new transmission lines. However, if the CAISO-PacifiCorp merger goes
forward, renewable energy direct deliveries to the newly established Western ISO could be
made over existing lines or with limited upgrades to existing lines, as well as RPS Product
Content Category 2 (a.k.a. “Bucket 2”) import transactions.
2. To Ensure that These Benefits Can be Captured, the ARB Should Improve the
“RPS Adjustment” and Seek to Establish an Accounting System that Can
Properly Track Renewables on the Western Grid
Should the CAISO and PacifiCorp merge their balancing authority areas to create a Western
ISO, it would enable some out-of-state renewable resources to directly interconnect to the
electrical system serving California. This would convert some Bucket 2 imports into direct
deliveries, thus obviating the need for the “RPS Adjustment” in these instances. However,
unless and until the Western ISO expands to cover the entire WECC region, there will still
be renewable resources in the WECC region that cannot directly interconnect to the
Western ISO and thus will need to seek RPS Bucket 2 status by arranging for “firmed and
shaped” imports into the expanded Western ISO.

1

PacifiCorp, CAISO, “Regional Coordination in the West: Benefits of PacifiCorp and California ISO
Integration” (Table 3), October 2015. (Available at: https://www.caiso.com/Documents/StudyBenefitsPacifiCorp-ISOIntegration.pdf.)
2

Ibid.

3

See Nancy Rader and Michael Gerrard, “Wind Energy is Being Unfairly Held Back in California,”
Sacramento Bee (November 2, 2015). (Available at: http://www.sacbee.com/opinion/oped/soapbox/article42298299.html#storylink=cpy.)
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Therefore, so that utilities and their ratepayers can continue to obtain the economic
benefits from Bucket 2 resources as anticipated in SB 350, it is critical that the ARB
continue to make the RPS Adjustment available for these resources, at least in the interim
until an improved tracking system can be developed to track these and other resources.
While CalWEA agrees it is essential to guard against double-counting of emission benefits
from Bucket 2 transactions, there are several possible options for improving the RPS
Adjustment, many of which were shared at the October 2, 2015, ARB workshop. CalWEA
agrees with those that suggested at the December 14, 2015, workshop that it is prudent for
ARB to convene a joint workshop including CPUC and CEC so that the RPS and Cap-andTrade programs can be effectively coordinated, preserving the integrity of each respective
program.
Further, and possibly of much greater importance, it will be essential to develop an
accounting system to ensure that there is no double-counting of renewable resources
among the Clean Power Plans developed and implemented by the various Western states. If
all states in the WECC develop and use the same mass-based carbon accounting system,
accounting discrepancies should be resolved. But we cannot, at this point, predict that
outcome, and that outcome may not be known for several years. Moreover, the ultimate
outcome may not be a uniform mass-based system, given the possibility that not all
Western states may participate in California’s likely mass-based cap-and-trade system.
Since California operates within an interconnected Western electrical grid, it is very
important that the ARB consider the need for a more robust Western accounting system for
electricity than presently exists under the Western Renewable Energy Generation
Information System (WREGIS).
3. The ARB Should Consider Whether to Seek the Expansion of WREGIS Such
That it Can Function Like the PJM’s GATS System
While the WREGIS system tracks only renewable energy generation, PJM’s GATS tracks all
generation sources, including the source’s owner, location, fuel source, air emissions rate,
eligibility for state environmental programs and other relevant information.4 Therefore,
GATS can provide generation owners, electric suppliers and states with a tool to validate
environmental claims. According to PJM:
The certificates, the accounting system and a separate market for certificates
can support diverse state policy initiatives and market needs. For instance, as
adjoining states adopt comparable public policies, certificates can be traded
across state and regional boundaries…. Electricity suppliers can use the system

4

See http://www.epa.state.il.us/air/climatechange/documents/subgroups/power-energy/gats-factsheet.pdf
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to track their total emissions and to buy low-emission certificates to offset their
high-emission generation in order to comply with emissions standards.5
With disjointed carbon markets across multiple Western states, this type of system may be
needed to accurately track and provide credit for renewable and other generation sources.
Without such a system, the benefits of low-cost regional wind resources could potentially
be lost.
III.

CONCLUSION

If long-term assurance can be provided for proper tracking of interstate transactions, there
would be less cause for concern over an interim solution for Bucket 2 resources, such as
the investor-owned utilities have proposed.6 CalWEA is perplexed at the suggestion, stated
on the fifth slide of the ARB’s RPS Adjustment presentation that “the purpose of the RPS
program … [is] distinct from Cap-and-Trade Program’s role to provide cost-effective GHG
emissions reductions.” The RPS has always been one of the pillars of achieving AB 32’s
carbon-reduction goals. Therefore, it is essential that we not let accounting deficiencies
stand in the way of accessing low-cost means of achieving our carbon-reduction goals.
We look forward to exploring these issues with the ARB in the coming months.
Sincerely,
Nancy Rader
Executive Director
nrader @ calwea.org
(510) 845-5077 x1

5

Ibid.

6

See PG&E, SDG&E and SCE letter to the ARB dated October 19, 2015; available at:
http://www.arb.ca.gov/lists/com-attach/17-ct2016amendments-ws-VD1cNVMnVlpXMgdo.pdf.
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Claire Halbrook
Climate Policy Principal
State Agency Relations

1415 L Street, Suite 280
Sacramento, CA 95814
(916) 386-5711

January 11, 2016
Mr. Craig Segall
Senior Staff Counsel
California Air Resources Board
1001 I Street
Sacramento, CA 95812-2828
Re: Clean Power Plan and Linkage Discussion at December 14, 2015 Workshop
Pacific Gas and Electric Company (PG&E) thanks the Air Resources Board (ARB) staff for the
opportunity to comment on the December 14, 2015 Electric Sector Workshop presentations on
the Clean Power Plan (CPP) and regional linkage. As a result of California's progressive and
forward-looking policies, the state is already on track to achieve the reductions prescribed by the
U.S. Environmental Protection Agency (US EPA). PG&E will continue to work with California's
other utilities, the ARB, and other state agencies on an implementation plan that builds off of
existing initiatives, while providing the flexibility to meet the rule's emission reduction goals in
the most affordable and sustainable manner. With this objective in mind, PG&E has developed
the following comments in response to the CPP and linkage discussion from the recent
workshop.
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I.

Clean Power Plan Compliance Demonstration

PG&E appreciates ARB’s initial modeling efforts to demonstrate that affected electric generating
units (EGUs) in California will meet the interim and final CO2 goals assigned to the state by the
US EPA under the CPP. We understand the scope and purpose of this compliance demonstration
exercise, and provide suggestions below on how it could be improved. In addition to this
exercise, we recommend ARB perform modeling to inform upcoming state policy decisions.
Specifically, PG&E suggests that ARB use California’s updated targets in assessing compliance,
clarify various assumptions used in the compliance demonstration, and improve its modeling by
including updated state policies, creating sensitivities to reflect policy uncertainties, and
modeling regional dynamics. We also recommend that ARB conduct additional modeling to
inform policy choices, including those regarding the treatment of electricity imports, linkage to
other mass-based CPP programs, leakage demonstration, and the role of transportation sector
policies on the state’s emission reduction goals and Cap-and-Trade Program.
A. Scope of Compliance Demonstration
Below are PG&E’s suggestions regarding the scope of California’s State Plan compliance
demonstration.
i.

Applicable EGUs and State Targets

The CPP provides the ARB the flexibility to revise the state-level rate- or mass-based goal if
variation in baseline data or inventory may impact such goals.1 Since ARB has identified
approximately 96 additional covered EGUs that emitted approximately 2.8 MMT CO2 in 2012,
ARB should recalculate California’s state rate- and mass-based targets accordingly, and model
compliance against these updated targets.

1

CPP at 84824
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ii.

Modeling Assumptions

Regarding ARB’s presentation on its initial compliance demonstration, PG&E requests that ARB
clarify the following assumptions:
Whether new sources are included in the model, and whether ARB’s “new source
complement” was added to the state’s target when calculating California’s compliance
position;
Whether the Diablo Canyon nuclear power plant is operating or not in the non-stress
scenarios;
What the levels of energy efficiency are in each case; and
How imported electricity is treated in the model and in the different cases.







iii.

Modeling Recommendations

PG&E recommends that ARB enhance its compliance demonstration by:


Modeling the updated RPS provisions and an assumed extension of the Cap-and-Trade
Program;



Making assumptions about other states’ CPP state plan approach and modeling the
broader WECC market to better assess regional impacts;



Modeling compliance when imported electricity is subject to the California carbon price
(if not already done so), when imported electricity is subject to double regulation and
when it is subject to regulation solely by the exporting state;



Modeling biomass resources at different CO2 emission levels; and



Modeling economic retirement of EGUs in addition to the assumptions about planned
retirements.

B. Modeling to Inform Policy Choices
In addition to the compliance demonstration, we recommend ARB perform modeling to inform
policy choices, particularly regarding the treatment of electricity imports and allowance trading
with mass-based CPP programs.
i.

Emissions from Imported Electricity

As noted above and in more detail in Section II below, different assumptions about the regulation
of CO2 emissions from imported electricity upon CPP implementation may lead to different
carbon prices across various states, which could result in less efficient units being dispatched
because of a lower carbon price in a given state, and less natural gas generation in California.
Additional modeling conducted independently, or as part of the state’s compliance
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demonstration, should be conducted where imported electricity is 1) modeled as subject to the
California carbon price, 2) subject to double regulation, and/or 3) as subject to regulation solely
by the exporting state. This analysis would help assess the impact of the regulation of emissions
from imported power on state and regional emissions and power markets.
ii.

Linkage and Regional Considerations

California is in a unique position to potentially link its Cap-and-Trade Program with additional
jurisdictions such as Ontario and Manitoba, as well as with states who choose mass-based, tradeready approaches under the CPP. PG&E believes that broad allowance trading is the most
promising approach to reducing emissions at low cost. PG&E’s initial modeling analysis with
ICF Consulting, using its Integrated Planning Model (IPM), has found that broadening the scope
of allowance trading under the CPP significantly reduces compliance costs.2 Such trading would
also result in a uniform carbon price across participating states, which would promote efficient
investment and dispatch in power markets. We also note that in linking its Cap-and-Trade
Program (through a state measures approach), California’s emission budgets are determined by
California and not by the CPP. As a result, California would not expect to be in a natural long
position like it would be under budgets based on the CPP.
We encourage ARB to conduct modeling that would explore the potential impacts of broader
linkage so that California can better design and comply with all state and federal GHG-related
regulations while maintaining the provision of safe, reliable, and affordable electricity to our
state’s residents. For this modeling, PG&E encourages ARB to explore the use of optimization
models, which can show how the state can achieve its goals in the most cost-effective manner.
Import/Export Accounting Framework
The ARB notes that under the CPP’s import/export accounting framework, which accounts for
links between a broader market and a CPP EGU-only market (i.e., emission standard states), at
the end of a CPP compliance period:


Net allowance imports from EGUs in an EGU-only market are subtracted from reported
CO2 emissions in the importing state (the state with a broader market)



Net allowance exports from EGUs in the broader market state are added to reported CO2
emissions in the exporting state (the state with the broader market)

Regarding modeling this framework, PG&E does not expect the accounting framework itself to
affect the California carbon market; rather, what impacts the market is the linkage to other
jurisdictions where their allowances could be used towards compliance with Cap-and-Trade.
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While linkage between states employing a state measures approach does not appear to be
possible, these states may still be effectively linked by both linking to the same (presumably
larger) EGU-only market. Since PG&E expects the California program to be a net importer of
allowances, broader linkage could help reduce compliance costs. Because of the import/export
accounting framework, California’s net import of allowances would also make it less likely that
the backstop would be triggered.
iii.

Leakage

PG&E agrees with ARB that there would be no economic incentive for leakage to new sources
under California’s current Cap-and-Trade Program. California’s Program appears sufficient to
meet EPA leakage requirements. However, ARB could also choose to include the new source
complement under a state measures approach. To inform this decision, we encourage ARB to
compare the compliance cushion (the gap between expected covered emissions and the CPP
target) with and without inclusion of new sources in its CPP compliance analysis. This will
provide helpful information to ARB and stakeholders in evaluating whether or not to use EPA’s
new source complement as part of the leakage demonstration.
iv.

Impact of Transportation-Related Policies

The status of transportation-related policies and programs to achieve the state’s emission
reduction goals will impact the Cap-and-Trade Program, especially as California’s emission
reduction goals become more stringent. Therefore, modeling to assess the impact of these and
other complementary policies will be critical to understanding their role in cost-effective
emission reduction. PG&E recommends that ARB further examine the role of policies related to
fuels, vehicles, and Vehicle Miles Traveled (VMT) on the state’s linked Cap-and-Trade Program
to assess their impact on abatement quantities and costs.

II.

Clean Power Plan and Cap-and-Trade

A. Emissions Reporting Deadlines and Compliance Periods
PG&E recommends that ARB leverage the preliminary electricity generation facilities reports
filed annually on April 10, per the Mandatory Reporting Regulation (MRR), to meet the US EPA
state emissions reporting deadline of July 1. Alternatively, ARB could instead use the Subpart D
data reported annually on March 31 to US EPA as part of the federal Greenhouse Gas Reporting
Program (GHGRP). Either of these options would preclude the need to make disruptive changes
to existing reporting schedules and avoid introducing additional reporting requirements.
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PG&E also recommends that ARB align its post-2020 compliance periods with US EPA’s. The
CPP notes that states can choose to set shorter compliance periods than the compliance periods
set in the regulation, but cannot set longer periods.3 Therefore, it would be in the state’s best
interest to align with the US EPA’s 2-3 year compliance periods for greater compliance
flexibility.
Regarding amendments to align California’s Cap-and-Trade Program with CPP compliance
periods and deadlines, we recommend that any changes to the deadline for submitting emissions
reports that may be needed to satisfy CPP compliance should not be applied to all emissions
reports filed pursuant to the MRR. PG&E, for example, currently submits 14 third-party-verified
MRR reports on September 1. While submitting the non-verified electricity generation report
early might not prove overly burdensome, it is infeasible to submit all 14 verified reports before
July 1. Fortunately, PG&E’s proposal above would prevent the need to modify any existing
reporting deadlines. Modifying the MRR verification deadline for all reporting entities also does
not appear necessary for market purposes.
B. Allowance Borrowing
PG&E believes that the types of “borrowing” currently permitted under the Cap-and-Trade
Program are also permitted by the CPP under the state measures plan approach. These
borrowing provisions are similar in nature and effect to other flexibility mechanisms that EPA
identifies (e.g., allowance price containment reserves) as permissible under a state measures
plan. As with other flexibility mechanisms, EPA created the backstop provisions to ensure
achievement of its emission goals under a state measures plan.
We acknowledge that the current Federal Plan proposal prohibits borrowing altogether under its
emissions standard approach. However, California is currently pursuing a separate state
measures approach and should therefore not encounter any issues related to the borrowing
prohibition contained in the Federal Plan proposal. Additionally, the Final Rule prohibits
borrowing of emission rate credits under a rate-based emissions standard plan type, and once
again, this does not apply to California.
C. Treatment of Imports
ARB should work with the California Independent System Operator (CAISO) to ensure the
treatment of imports under the ARB’s Cap-and-Trade Program promotes efficient dispatch in

3
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Western power markets once the Clean Power Plan is implemented. A pathway that results in
different GHG prices across various states within CAISO’s electricity market could lead to
inefficient dispatch and result in less efficient, higher heat rate units being dispatched because of
a lower GHG price in their state. This could risk the environmental and economic efficiency of
CAISO’s dispatch and result in increased GHG emissions across the CAISO footprint. This
could also have a significant impact on the economic benefits to California associated with
CAISO’s regional expansion. For these reasons, it is important that ARB’s approach to the
treatment of imports within the Cap-and-Trade Program considers consistency with an expanded
regional CAISO electricity market and that ARB coordinates with CAISO and regional entities
to achieve efficient dispatch.
Absent any changes in California’s approach post-2020, power plants importing to California
could pay twice for GHG costs beginning in 2020 – once according to the CPP for the state in
which they are located and once to comply with California’s Cap-and-Trade Program. This
potential double regulation of imported power could distort siting incentives and least-cost
dispatch in electric markets, and raise costs for California ratepayers. Moreover, such double
regulation in and after 2020 could expose California’s GHG regulations to legal challenges under
the Commerce Clause as well as claims that California’s program violates the Federal Clean Air
Act by attempting to regulate the GHG emissions of sources in other states already subject to
federal GHG controls.
Allowing broad allowance trading across the Western Electricity Coordinating Council (WECC)
(i.e., through a “trading ready” approach) combined with removing imports from ARB’s Capand-Trade Program once the CPP takes effect is the clear first-best solution. This holds
particularly true as the CAISO market expands in the coming years. A broader electricity market
across the West would help to take full advantage of the region’s renewable resources by
integrating clean, renewable energy on a coordinated western grid. As the electricity markets
become increasingly integrated regionally, GHG markets should do no less.
D. Title V Permitting
ARB staff’s presentation at the December 14, 2015 workshop included two slides on “Title V
Permitting” (slides 14 and 15). These slides state, among other things, that “Power plant permits
will need to include CPP conditions for any applicable emissions standards”, and that ARB, CEC
and CAPCOA are working together to “Develop model CPP conditions to ensure consistency.”
These statements are consistent with relevant portions of ARB’s September 2015 “Clean Power
Plan Compliance Discussion Paper” (“Discussion Paper”), where ARB asserts that if ARB
adopts a “state measures plan” to comply with the CPP, requirements for EGUs to comply with
the MRR and Cap-and-Trade regulations will be federally enforceable. Any federally

Comment Overview

Navigate to Table of Contents
PG&E Comments on the Clean Power Plan and Linkage
January 11, 2016
Page 8
enforceable elements of an approved CPP Plan that apply to EGUs would be Clean Air Act
“applicable requirements” and would be required to be included in Title V permits for the
affected facilities.
PG&E’s understanding of the CPP requirements for a state measures plan is very different from
the view expressed by ARB in the Discussion Paper and at the December 14 workshop. The
preamble to the final CPP, and the rule text itself, make it clear that a state measures plan need
not include any federally enforceable elements other than a federally enforceable backstop
measure to be implemented if the state’s GHG emission reductions under the CPP plan fail to
achieve the interim and final targets specified for California. In that case, nothing in the
California CPP Plan would be federally enforceable against affected EGUs or become an
applicable requirement, and the Title V permits for existing EGUs in California need not be
modified to include CPP-related conditions.
As described in the CPP preamble, state plans may be either of two types: (1) all requirements
for meeting EPA’s emission guidelines are “in the form of federally enforceable emission
standards” (an “emission standards” state plan); or (2) the state’s mass CO2 emission goals may
be achieved “in part, or entirely, through state measures” (a “state measures” plan).4 A state
measures plan provides states with the flexibility to accommodate existing programs “that result
in avoided generation and CO2 emission reductions at affected EGUs. This includes marketbased emission budget trading programs that apply, in part, to affected EGUs, such as the
programs implemented by California and RGGI participating states…” (emphasis added).5 As
defined in the CPP, state measures are “measures that are adopted, implemented, and enforced as
a matter of State law. Such measures are enforceable only per State law, and are not included in
and codified as part of the federally enforceable State plan.”6 If a state plan “relies upon State
measures . . . in lieu of the emission standards,” the state plan is required to include various
specified elements, none of which are emission standards for affected EGUs (emphasis added).7
Thus, while California may include federally enforceable requirements for EGUs in its CPP plan,
there is no requirement that it do so (except for the required backstop measures).
Inclusion of backstop measures in the state CPP plan also does not require any immediate
changes to EGU Title V permits. The federally enforceable backstop must include “emission
standards for affected EGUs that will be put into place, if there is a triggering event listed in
paragraph (a)(3)(i) of this section, within 18 months . . ..”8 While the backstop included in the

4

80 Fed. Reg. 64832
80 Fed. Reg. 64835, 64836
6
40 C.F.R. § 60.5880
7
40 C.F.R. § 60.5745(a)(6)
8
40 C.F.R. § 60.5740(a)(3)
5
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state plan must be federally enforceable, federally enforceable emission standards for affected
EGUs need not be in place until 18 months after the backstop is triggered. Thus, the state CPP
plan need not include federally enforceable emission standards for EGUs that would require Title
V permit modifications for affected EGUs, making it premature for ARB to be considering Title
V templates or model conditions at this time.
If ARB decides to include federally enforceable emission standards for affected EGUs in its CPP
compliance plan, and those standards are part of a “mass-based emission trading program,” the
state plan will then be required to include the elements specified in section 60.5790(b) of the
final CPP. These include federally enforceable requirements for CO2 monitoring, reporting, and
recordkeeping by affected EGUs, and requirements for state allowance allocation and tracking.
PG&E is concerned that making any aspect of the MRR and the Cap-and-Trade program
federally enforceable will make it difficult to make future needed changes to the program, and
could result in situations where EPA or citizen suit enforcement actions interpret and apply the
MRR or Cap-and-Trade rules differently from ARB. Thus, any such federally enforceable
requirements should be as limited and simple as possible. A strong model is EPA’s permit
requirements for acid rain sources, particularly 40 C.F.R. § 72.40 regarding acid rain compliance
plans. The key permit element is a compliance plan that includes a certification that the
designated representative will hold allowances in at least the amount of the unit’s actual annual
emissions, and that the unit will meet any applicable NOx emissions limits. ARB should work to
assure that any federally enforceable requirements it adopts for affected EGUs in the CPP plan
are similar to EPA’s minimal but effective requirements for acid rain sources.
E. Backstop Provision
In the event the backstop is triggered, ARB could modify its Cap-and-Trade Program by
separating allowances into two categories: (1) allowances that may only be used by EGUs in
California regulated under the CPP, and (2) allowances that may be used by covered entities not
regulated under by the CPP. In the event of a federal backstop, category 1 allowances may not
be used by CPP-affected EGUs for Cap-and-Trade compliance. Banked allowances from
previous compliance periods and offsets would also not be available for use by an EGU during
the period of a backstop.
In the compliance period in which the backstop measures apply, the number of EGU allowances
in any compliance period would be capped at the level of emissions to be achieved under the
CPP compliance period in which the trigger occurs, less allowances reflecting emissions
reductions that the EGUs failed to achieve in the period that triggered the backstop. For
example, if in 2022-2024, California EGUs’ target equal 161 million metric tons (MMT) and
California EGUs covered under the CPP emit 191 MMT, then the 30 MMT deficiency that
caused the backstop to be triggered should be deducted from the quantity of category 1
allowances available to EGUs for Cap-and-Trade compliance. By limiting the allowances
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available to EGUs to the quantity of emissions required by the CPP, the Cap-and-Trade Program
and infrastructure can be used to facilitate a federal backstop.
We also recommend that ARB explore alternative backstop flexibility features such as a “trade
ready” approach that would allow EGUs in California to utilize allowances from other “trade
ready” CPP programs if the backstop is triggered.
Sincerely,
/s/
Claire Halbrook
Climate Policy Principal
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1415 L Street, Suite 280
Sacramento, CA 95814
(916) 386-5711
cehu@pge.com

January 11, 2016
Ms. Rajinder Sahota
Chief, Climate Change Program Planning & Management Branch
California Air Resources Board
1001 I Street
Sacramento, CA 95812-2828
Re: SB 350 Integrated Resource Plan Targets
Pacific Gas and Electric Company (PG&E) appreciates the opportunity to provide comments on
greenhouse gas (GHG) target-setting for Integrated Resource Plans (IRP), under Senate Bill (SB)
350 (de León). Before beginning the target-setting process, PG&E urges the Air Resources
Board (ARB) to consider the overall purpose of these targets, the role of these targets in the
sector’s long-term planning efforts, and any interactive effects or unintended consequences that
could emerge. In the following comments, PG&E describes how the requirements of SB 350
should be interpreted and provides options for fulfilling these requirements while avoiding the
negative consequences associated with creating binding sector- and entity-specific GHG targets.
PG&E’s recommendations are based on the following key principles:
 ARB is not required by SB 350 to set binding GHG reduction targets for the electric
sector or individual load-serving entities (LSEs);
 ARB can demonstrate that the electric sector will meet the state’s GHG objectives by
forecasting emissions reductions from existing electric sector programs, including the
new requirements set forth in SB 350;
 Targets should not jeopardize the existing market-based, economy wide Cap-and-Trade
program but ensure GHG price signal is reflected in long-term electric sector planning;
and
 Targets should be developed and applied consistently and equitably across all entities that
are required to prepare IRPs.
To satisfy the goals of SB 350 while maintaining the integrity and effective operation of the
California Cap-and-Trade Program, ARB must not create binding sector or LSE-specific GHG
reduction targets for 2030.
SB 350 Does Not Require ARB to Establish GHG Emissions Reduction Targets for the Electric
Sector or Individual LSE’s
ARB and the other agencies involved in implementing SB 350 should consider the provisions
related to IRP GHG targets in the context of the entire bill, as well as existing law. Sections
454.52 and 9621 of SB 350 presume the existence of a 2030 GHG reduction target percentage
for the electricity sector as a whole and for individual LSEs. However, neither AB 32 nor SB
350 specifically directs ARB to establish sector-specific GHG emission reduction targets. In
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fact, setting accurate and fairly distributed sector- and LSE-specific reduction targets would pose
a substantial technical challenge, given the limited availability of LSE-specific baseline and
marginal cost abatement data, the complex and varying tracking requirements for the seven
tracked greenhouse gases, and the uncertainties created by future load departures and vehicle
electrification. Furthermore, an effort to create and enforce binding sector and LSE-specific
reduction targets would conflict with AB 32’s objective of achieving maximum technologicallyfeasible and cost-effective GHG emission reductions.
Planned ARB Analysis Is Sufficient to Meet Any Requirements Imposed on ARB by SB 350
Rather than setting binding targets, PG&E would support any ARB efforts to forecast post-2020
GHG emissions reductions from existing electric sector programs (e.g. the 50% RPS, doubling of
energy efficiency to the extent feasible and cost-effective, meeting the storage procurement
mandate, and electrification of other sectors) as part of the 2030 Target Scoping Plan and the
Clean Power Plan, just as was done in the original Scoping Plan. We expect these analyses will
indicate that the electric sector is doing more than any other sector to support the state in
achieving its post-2020 GHG reduction goals. These analyses, which do not involve setting
sector or entity-specific targets, are sufficient to meet any requirements imposed by Sections
454.52 and 9621 of SB 350.
Targets Should Preserve the Integrity of the Cap-and-Trade Program
We strongly support staff’s conclusion that IRP targets are not meant to introduce sub-targets
within the existing, multi-sector Cap-and-Trade program, and “must not disrupt the efficient
operation of the economy-wide program.”1 A fundamental principle of the Cap-and-Trade
program is that market mechanisms, coupled with a declining statewide emissions cap, provide
the most cost-effective method of achieving the state’s GHG emission reduction goals. Sector
and entity-specific GHG targets within an economy-wide system that has an absolute cap on
emissions are not likely to change the total amount of emissions from within that system. Within
a capped system, sector and entity-specific targets could only change how the emission
reductions are achieved, who pays for those reductions, and at what cost. PG&E therefore
strongly cautions against the creation of binding sector or LSE-specific GHG reduction targets
for 2030, as these would raise ratepayer costs without necessarily securing any additional
statewide GHG benefit. Instead of proposing binding GHG reduction targets, PG&E encourages
ARB to focus on designing a flexible, economy-wide, market-based post-2020 program and
continue to move away from introducing additional sector or entity-specific GHG emission
constraints.
Targets Should Ensure GHG Price Signal Is Reflected in Long-term Planning
For the reasons discussed above, PG&E supports ARB in exploring cost metric targets that
incentivize LSEs to minimize total resource costs (including GHG costs) while achieving the
state’s GHG and other policy goals. PG&E recommends that ARB work with the California
1

Slide 18 from staff presentation: http://www.arb.ca.gov/cc/capandtrade/meetings/20151214/rpssb350.pdf
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Public Utilities Commission (CPUC) and the California Energy Commission (CEC) to ensure
that the long-term GHG price signal created through the Cap-and-Trade program is appropriately
and consistently reflected in long-term electric planning. We believe that Cap-and-Trade
allowance prices provide an appropriate price signal to all sectors (including the electric sector)
to invest in abatement activities. This approach offers several benefits compared to a mass or
rate-based emissions target, including:
(1) Supporting the market-based design and intent of the statewide Cap-and-Trade program

and complementary measures
(2) Automatically incorporating and adjusting to projections of changing supply mix and
electricity demand, and allowing least-cost carbon reductions to be prioritized and
weighed against other planning goals such as affordability, reliability, impact on
disadvantaged communities, and mitigation of local air pollution
(3) Ensuring consistency across LSEs by ensuring they use the same GHG price range in
their Integrated Resource Plans
(4) Allowing ARB and other interested parties to aggregate the projected electric sector
emissions projected to result from pre-specified allowance prices
Targets Should Be Applied Consistently Across LSEs

Finally, while PG&E strongly supports IRP targets to be in the form of cost metrics, we believe
that under any method targets should be set and applied consistently across LSEs. ARB should
establish LSE targets at the same time and, if updated, they should also be updated concurrently.
Likewise, the same process and methodology must be used to establish all LSE targets, and
targets must be applied equitably. This approach is crucial to ensure that all entities within the
electric sector are consistently considering emissions reductions in their long-term planning.
Sincerely,
/s/
Claire Halbrook
Climate Policy Principal
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Morgan Stanley

MORGAN STANLEY CAPITAL GROUP INC.
2000 WESTCHESTER AVENUE / FLOOR 01
PURCHASE, NEW YORK 105 77-2530

January 11, 2016

Via Electronic Submission

California Air Resources Board
10011 Street
Sacramento, CA 95814
Dear Sir/Madam,
RE: December 14, 2015 workshop to discuss CA Plan for Compliance with the Clean Power
Plan and Potential 2016 Amendments to the Cap-and-Trade Program (the "Workshop")
Morgan Stanley Capital Group Inc. (MSCG) appreciates the opportunity to give feedback on the
potential amendments to the Mandatory Reporting Regulation (MRR) and the Cap-and-Trade
Regulation (CTR), (collectively, the "Rules"), especially the future of RPS Adjustments. MSCG
agrees with many of the points made in the RPS Adjustment: Past and Future presentation given
by the Air Resources Board (ARB) at the December 14, 2015 workshop.
The Workshop identified how the current Rules are being interpreted differently by the market
which is causing reporting errors in the RPS Adjustment. Directly Delivered energy is being
claimed as zero emission resource by the first jurisdictional deliverer and then a RPS adjustment
is also being claimed by a different market participant. This results in double counting of zero
emission power. ARB also indicated that it is difficult to properly verify RPS Adjustment claims
because of lack of available data.
We understand the issues that ARB raised in the Workshop and would like to offer suggestions
on how to adjust the Rules as part of the regulatory amendment process to help alleviate these
reporting conflicts.
1) Clarify the language in the regulations for Direct Delivery of Energy from an out of state
renewable resource that does not own the RECs
The Rules for claiming an out-of-state renewable resource as "specified" are clear and specific.
An RPS adjustment cannot be claimed for energy that is directly delivered to California.
However, there appears to be a gap in the regulation when the Direct Deliverer of such zero
emission energy does not also own the associated Renewable Energy Certificates (RECs).
2) Meter and Schedule data required to properly report RPS Adjustments
ARB indicated that it is difficult to properly verify through the MRR reports whether a RPS
adjustment claim is valid. MSCG recommends that ARB requires meter and schedule data to be
submitted through the verification process to resolve the issues of RPS adjustment accounting.
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Listed below is a more detailed discussion of each of these issues and our recommendations for
the regulatory amendment process.
Clarify Regulation Language for Direct Deliveries from Out-of-State Renewable Resources
MSCG believes that the Rules for reporting direct delivery of power from out-of-state renewable
resources are ambiguous and need to be clarified. ARB is on record numerous times as,
conceptually, intending to develop the Rules such that out-of-state resources are treated
equivalently with comparable in-state resources, for purposes of calculating the associated
emissions obligation. At a high level, the core problem with this set of Rules is the assumption
that the importer of power is also the owner of any associated RECs. This overlooks the category
of transactions where ownership is split.
The MRR makes it very clear that energy which is directly delivered to California from a
Specified Source must be claimed as Specified. The issue is that the CPT regulation says that,
"If RECs were created for the electricity generated and reported pursuant to MRR, the then the
REC serial numbers must be reported and verified pursuant to MRR." (emphasis added)
MSCG’s opinion is that the CPT should be changed to say that REC serial numbers should be
reported if available.
With reference to pages 2109, 2110 of the 2011 Reasons 2 it appears ARB is supportive of this
approach. Specifically, ARB states therein:
,

. . [W]e require that, if RECs were created for the electricity generated and reported
pursuant to the MRR, then the RECs must be retired and verified pursuant to the MRR.
If the electricity importer’s verifier cannot confirm that the RECs are retired, the
reporting entity will be in non-conformance, but the claim to the zero GHG emission
factor (0 MT of CO2e/MWh) remains valid. (emphasis added)

A REC is not a compliance instrument and it does not contain a right to claim avoided
emissions to comply with any GHG regulatory program.

****
It is not necessary for this regulation, which regulates metric tons of GHG emissions, to
be completely coordinated with the RPS, which is a program that tracks megawatt-hours
of electricity generated represented by RECs.

As ARB identified in the Workshop, the purpose of the RPS program is to encourage the
development of eligible renewable energy; distinct from Cap-and-Trade Program’s focus on
direct, source-based emissions associated with electricity that is directly delivered. Thus, the
1

§95852(b)(3)(D)
Final Statement of Reasons for Rulemaking: Public Hearing to Consider Adoption of Amendments to the
Regulation for the Mandatory Reporting of Greenhouse Gas Emissions, pp. 2109, 2110 (California Air Resources
Board, October 28, 2011)
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criteria for claiming a resource as specified should be separate and distinct from claims related to
RECs. Indeed, the criteria for claiming a resource as "specified" should not differ depending
upon the emissions rate of the resource in question, or its "renewable" status. For example,
whether a market participant purchases energy from a wind farm or a coal plant, if the criteria for
a specified source are met under the MRR, then the market participant must claim it as specified,
with a beneficial emission factor if it is a wind farm and a detrimental emission factor if it is a
coal plant. The integrity of the Cap-and-Trade Program is predicated on the accurate reporting
of the emissions associated with the source of the energy. REC management and other issues
related to status and treatment under state Renewables Portfolio Standard (RPS) requirements are
a separate program. Administrative needs under the RPS program should not disrupt the logical
and equitable functioning of the Cap-and-Trade Program.
In MSCG’s opinion, the above statements from ARB suggest that ARB is well aware of the
distinct roles that the GHG and RPS regimes play in the over-arching objective of incenting
greener sources of electricity. While the programs may interact at certain levels, the mandate of
each is fundamentally different, as already highlighted herein. The inability for a reporting entity
to provide certain information that is not a requirement of the GHG program but rather a
requirement under the separate and distinct RPS program should not detrimentally affect such
reporting entity with respect to its obligations under the GHG program.
Meter and Schedule data required to properly report RPS Adjustments
ARB made it clear at the Workshop that lack of available data hinders accurate RPS adjustment
reporting. Notwithstanding the challenges associated with accurate RPS adjustment reporting,
MSCG does not support removal of the RPS adjustment from the Rules which was one of the
options ARB suggested in the "Next Steps" slides of the Workshop. Instead, MSCG
recommends taking an approach of putting the onus on the RPS adjustment applicant to prove
that the RPS adjustment is legitimate.
In order to properly track whether an RPS Adjustment is valid, meter data needs to be reconciled
with schedule (tag data) from eligible renewable sources. MSCG recommends that the MRR be
updated to state that the entity that is claiming a RPS adjustment is responsible for proving to its
verifier that the energy from the renewable source was not direct delivered to California. The
RPS adjustment claimant would need to show exactly how many MWh were directly delivered
to California so that it could properly verify the amount that could be claimed for an RPS
adjustment (metered output less directly delivered energy). In order to do this, the RPS
adjustment claimant has to have access to the meter data and all schedule (tag data) from the
renewable resource.
MSCG recognizes that in the case where the RECS and energy output are not owned by the same
entity, acquiring the entirety of this information may be difficult, even impossible. This is
because market participants could withhold meter or tag data from each other. This problem
currently occurs in the market with respect to the "Lesser-of Analysis". The Rules require that a
market participant have meter data for any specified source claim where the emission factor is
zero. If a counterparty sells specified power in the Real-time market (energy is purchased from a
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particular source and there is a verbal agreement on the phone to buy energy from that source)
and the buyer delivers this cncriy directly to California it cannot he claimed ’- s1xilicd with the
proper emission lactor in the event the seller will not share the meter data with the buyer.
MSCG has experienced issues with counterparties withholding meter data which is required 1t
make a Specified Suoree claim tr iero emission power. In that situation. MSC( has claimed
the source as unspecified as it was not possible to properly conduct the lesser-of analysis.
In order for the RPS Adjustment program to work, meter and tag data will need to be accessible
for Verifiers. ARE3 has made it clear that the ability to obtain meter data for the lesser of
Analysis is an industry practice and not addressed by the MKR. if ARJJ is willing to take the
same position with respect to meter and tag data required for RPS adjustment claims it would
result in less imusreporhne but it nia result in some power not being eligible for the RPS
adjustment..
Thank

NOLI

for considering these comments.

Yours truly,

Deborah I.. I tail, Vice President

tJJ /JW’

i/ LepcJ

pp 10 section 2.1.4
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Western States Petroleum Association
Credible Solutions  Responsive Service  Since 1907
Catherine H. Reheis-Boyd
President

January 4th, 2016
Chris Gallenstein
California Air Resources Board
P.O. Box 2815
Sacramento, CA 95814
Dear Mr. Gallenstein:
Subject: WSPA comments on Development of State’s Proposed Compliance Plan for US EPA’s
Clean Power Plan Rule
The Western States Petroleum Association (WSPA) representing 25 companies that explore for,
develop, refine, market and transport petroleum and petroleum products in the Western U.S.
appreciates the opportunity to comment on the CA Air Resources Board’s (CARB) development of the
state’s compliance plan for US EPA’s Clean Power Plan rule.
Submission of the Cap-and-trade Rule May Not be Necessary to Meet CPP Requirements
CARB proposes to submit California’s cap-and-trade program as the centerpiece for compliance with
the CPP under the “state measures” approach allowed by EPA. However, submission of the cap-andtrade program may not be necessary to meet the federal mandate. California’s recently enacted 50%
Renewables Portfolio Standard is one of the most stringent in the world. In addition, the state invests
over $1 billion per year in energy efficiency upgrades. Taken together, these two measures alone may
meet the federal requirements.
Recommendation: WSPA suggests that CARB model the GHG-reducing impacts of the more stringent
RPS and energy efficiency programs to determine if they are adequate to meet the CPP glide path and
final targets as a simpler alternative to including the cap-and-trade program in California’s CPP
submittal.

1415 L Street, Suite 600, Sacramento, California 95814
(916) 498-7752  Fax: (916) 444-5745  Cell: (916) 835-0450
cathy@wspa.org  www.wspa.org
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Cap-and-trade Rules Must Remain State-Only and Flexible
The final CPP makes it clear that a “state measures” plan is enforceable only by the state, but requires
federally enforceable backstop measures that apply only to the affected EGUs. EPA approval is
required for whatever plan the state submits.
If CARB chooses to include the cap-and-trade program as part of a “state measures” plan for
implementing the CPP in California, it is important that the state be clear in its submittal to EPA
regarding the state-only nature of the cap-and-trade program and that the separate, federally
enforceable backstop measures are applicable to only affected EGUs.
California’s cap-and-trade program broadly covers 85% of the state’s economy, including numerous
sectors beyond the electricity sector that are not subject to the CPP rule. Flexibility is a key tenet of
the cap-and-trade program, making it a most cost-effective option for achieving GHG reductions.
However, the requirement for EPA approval of all CPP state plans, including state measures plans,
means that submission of the cap-and-trade rule and/or other AB 32 rules to EPA as part of
California’s CPP plan may decrease or eliminate California’s future flexibility to change its AB 32
programs. The final CPP rule did not clarify whether a state’s changes to measures in its approved
state measures plan could be implemented prior to EPA approval of those changes. As a result, the
state CPP plan could restrict California’s options in the future by potentially locking the submitted
version of the cap-and-trade rule into place.
AB 32 provides flexibility for the Governor to make changes in the market mechanism that would be
lost if changes to the cap-and-trade rule must be approved by US EPA prior to implementation. Both
CARB and the Governor must have the flexibility to change the cap-and-trade program as needed
based on market and economic indicators. California must preserve all of its current options to
develop GHG measures and change course over the coming decades, since nobody can predict what
will work and what won’t work over that time frame.
In addition, particularly as CARB seeks to make even more dramatic reductions in statewide GHG
emissions, it is essential that CARB not introduce new limitations impacting liquidity such as separate
markets for some sources or restricted access to any linked market or other complicated schemes in
order to align with the CPP.
Recommendation: We recommend that before including the cap-and-trade rule as part of the state’s
CPP plan, CARB complete the modeling described above, and exclude the cap-and-trade rule from the
CPP plan if the RPS and efficiency measures are sufficient to meet the CPP limit on GHG emissions
from EGUs. If CARB decides to include cap-and-trade as an element of the CPP submittal, it should
either do so with a high-level description that retains the state’s existing flexibility to change the
program as may be needed in response to market and other factors, or if rule language is submitted,
expressly state in the submittal that as a state-only measure CARB may amend the rule from time to
time and will implement such amendments without waiting for EPA approval.

1415 L Street, Suite 600, Sacramento, California 95814
(916) 498-7752  Fax: (916) 444-5745  Cell: (916) 835-0450
cathy@wspa.org  www.wspa.org
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Industrial EGU Regulatory Status
We understand that CARB’s initial CPP implementation proposal, discussed in the October 2, 2015
workshop, was based on the draft Clean Power Plan, which did not make the CPP’s applicability to
industrial EGUs clear. After that workshop, the final CPP regulation was published in the Federal
Register on October 23, 2015. The final CPP makes clear that the intent is to regulate greenhouse gas
emissions from one sector only – the electricity sector. Therefore, the final CPP rule exempts electric
generation at refineries and other industrial sources (which is generally part of combined heat and
power, a.k.a cogeneration) from the Clean Power Plan. We believe that CARB is also planning to
make this applicability distinction clear. We agree.
Recommendation: We recommend that CARB clarify for all stakeholders the applicability of the CPP
only to electricity sector EGUs and not to industrial cogeneration units, and apply the required
federally enforceable backstop measures only to electric sector EGUs.
Initial State Plan Submittal
As described at CARB’s December 15, 2015 workshop on “Clean Power Plan & Cap-and-Trade”, if
California is going to rely on cap-and-trade as a significant element of the state’s CPP compliance
strategy, numerous issues must be resolved. Depending on the nature of the resolution, regulatory
amendments to the cap-and-trade and/or MRR rules may be necessary. Experience has shown that
amendments to these rules can take 12 to 18 months, if not longer. Nevertheless, comments made by
CARB staff suggest that the agency plans to submit a complete CPP plan to EPA on or before
September 6, 2016. WSPA is concerned that the timeline imposed by efforts to finalize CARB's
approach to the CPP by next September unnecessarily compresses the cap-and-trade and MRR
regulatory timeline to the detriment of these other critical work products.
The final CPP allows states to submit a request for a two-year extension of the deadline for submission
of a complete CPP plan, to September 6, 2018. 40 CFR §§ 60.5760(b); 60.5765(a). As described by
EPA in an October 22, 2015 policy memo, an extension request “is simple and requires only that the
state demonstrate it has taken certain preliminary and readily achievable steps towards the
development of its plan.” Further, “[o]ne purpose of the [CPP] initial submittal is to encourage
planning and engagement with the public to facilitate the submission of an approvable and timely final
state plan.” In WSPA’s view, this additional time is crucial to assuring that all of the issues already
identified by CARB, as well as others that inevitably will appear are fully vetted and all stakeholders’
views are considered.
Recommendation: Because of the overlapping time periods for preparation of CARB's scoping plan
update, cap-and-trade and MRR rule amendments, and CARB's determination of how best to comply
with EPA's CPP, WSPA suggests that CARB apply for the 2- year extension of the deadline for
submission of a final state CPP plan. This additional time would enable CARB to properly evaluate its
options under the CPP without detracting from the important and substantive work required for the
scoping plan update and cap-and-trade amendments.
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Thank you for this opportunity to provide comments. We will continue to participate going forward to
work towards resolution of meeting the Federal CPP regulatory requirements without negatively
impacting the AB 32 cap-and-trade program and its industrial capped entities. If you have any
questions please contact me at this office, or Tiffany Roberts of my staff at (415) 235-8741.
Sincerely,
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The cap-and-trade regulation states: “No RPS adjustment may be claimed for an eligible
renewable energy resource when its electricity is directly delivered.” 1 Under the mandatory
reporting regulation for greenhouse gas emissions (MRR), directly delivered electricity includes
electricity that “is scheduled for delivery from the specified source.” 2 A specified source means
“a facility or unit which is permitted to be claimed as the source of electricity delivered. The
“reporting entity must have either full or partial ownership in the facility/unit or a written power
contract to procure electricity generated by that facility/unit.” 3
The Regulations therefore define directly delivered electricity as electricity that comes
from a specified source, which is a facility or unit that can claim the source of delivered
electricity through a written power contract. When the facility or unit has a written power
contract, electricity can be directly delivered only if the written power contract establishes that
the electricity and its Renewable Energy Credits (RECs) are bundled together.
If the written power contract has stripped the electricity of the RECs, then the renewable
electricity cannot be directly delivered and the RECs remain available for the RPS adjustment.
Review of the written power contract therefore protects against double counting.
III.

The Plain Meaning of the Regulations Requires Review of Written Power Contracts
and Need Not Place an Undue Administrative Burden on ARB

ARB has expressed concern about the administrative burden of confirming claims of an
RPS adjustment or direct delivery of renewable electricity through a written power contract. The
plain meaning of the Regulations nevertheless require this confirmation. To avoid any undue
administrative burden, ARB can clarify the responsibilities of the third-party verifiers retained by
the entities claiming either an RPS adjustment or the direct delivery of renewable electricity.
This clarification would require the third-party verifiers to review the written power contracts as
part of the verification process under the MRR. SDG&E’s experience is that third-party verifiers
have effectively reviewed written power contracts in the past. 4
In their October 19, 2015 comment letter, SDG&E and the other utilities proposed
regulatory modifications to provide additional protection against double counting and to
streamline ARB’s administrative responsibilities. Given the requirement to confirm direct
delivery of renewable electricity through a written power contract, SDG&E encourages ARB to

1

Cal. Code Regs. tit. 17, 95852(b)(4)(D) (emphasis added).

2

Id. § 95102(a)(124)(C) (emphasis added).

3

Id. § 95102(a)(436) (emphasis added).

4

ARB has referenced a confidentiality concern with reviewing written power contracts.
SDG&E is unaware of any confidentiality issue and welcomes discussion of this potential
issue in a future workshop.
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make these modifications. The modifications will ease ARB’s administrative burden while
ensuring proper implementation of the Regulations.
IV.

A Plain Meaning Interpretation Is Needed to Maintain the Integrity of the Cap-andTrade Program

A plain meaning interpretation of the Regulations is needed to maintain the integrity of
the cap-and-trade program. Any different interpretation introduces uncertainty into the program
because the regulated community can no longer rely on the plain meaning of the text that ARB
adopted through its rulemaking process. Any different interpretation also unfairly penalizes
California’s utility ratepayers by negating their past investments in renewable electricity, which
were made in reliance on the plain meaning of the Regulations. Ratepayers would then need to
spend millions of dollars to procure additional cap-and-trade allowances. This leads to an
impermissible result under the principles of statutory interpretation established by the California
courts.
The California courts have established that the key to statutory interpretation is applying
the rules of interpretation in their proper sequence. 5 The first rule is to look to the plain meaning
of the statutory language. 6 If the plain meaning is clear, then no further analysis is needed: “It is
only when the meaning of the words is not clear that courts are required to take a second step and
refer to the legislative history.” 7
The plain meaning of the Regulations requires review of written power contracts to
determine whether electricity is not directly delivered and the RECs remain available for the RPS
adjustment. The plain meaning is clear and avoids double counting. The statutory interpretation
is therefore complete. 8
In the presentation for the December 14, 2015 workshop, ARB Staff indicated that two of
the Final Statements of Reasons to amend the Regulations support rejecting the plain meaning
interpretation of the Regulations. 9 The principles of statutory interpretation, however, establish
that any ambiguity in the legislative history for the Regulations should not affect the statutory
5

See, e.g., Mt. Hawley Insurance Co. v. Lopez, 215 Cal. App. 4th 1385, 1396-97 (2013).

6

Id.

7

Id. at 1397.

8

See id.

9

See ARB, RPS Adjustment: Past and Future at 4, 6-7 (Dec. 14, 2015), available at
http://www.arb.ca.gov/cc/capandtrade/meetings/20151214/rpssb350.pdf (quoting ARB,
Final Statement of Reasons – Amendments to the Cap-and-Trade Regulation at 209
(May 2014), available at http://www.arb.ca.gov/regact/2013/capandtrade13/ctfsor.pdf;
ARB, Final Statement of Reasons – Amendments to the MRR at 108-09 (Oct. 28, 2010),
available at http://www.arb.ca.gov/regact/2010/ghg2010/mrrfsor.pdf).
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interpretation when the plain meaning is clear. 10 The plain meaning interpretation of the
Regulations should therefore control.
V.

A Plain Meaning Interpretation Is Needed to Maintain Consistency with the Federal
Clean Power Plan

The plain meaning interpretation of the Regulations is also needed to maintain
consistency with the federal Clean Power Plan. Any different interpretation introduces a new
risk of double counting. Assume that ARB does not require directly delivered electricity to be
from a specified source with a written power contract that bundles the RECs with the electricity.
Then, a new renewable electricity facility built in a rate-based state could count a REC as an
Emission Reduction Credit under the Clean Power Plan while still claiming that any associated
electricity imported into California is renewable under the cap-and-trade program.
Applying a plain meaning interpretation of the Regulations avoids this double counting
and potential conflict with the Clean Power Plan. Federal treatment of RECs supports the plain
meaning interpretation. The website on RECs for the U.S. Environmental Protection Agency
(EPA) states: “If the physical electricity and the associated RECs are sold to separate buyers, the
electricity is no longer considered ‘renewable’ or ‘green.’ The REC product is what conveys the
attributes and benefits of the renewable electricity, not the electricity itself.” 11
VI.

ARB Staff’s Rejection of the Plain Meaning Interpretation Creates Reporting
Problems

In the presentation for the December 14, 2015 workshop, ARB Staff stated, “REC serial
numbers must be reported (if applicable) to support transparency, but specified emission factor
remains valid and import still must be reported as specified regardless of REC reporting.” 12 The
implication is that RECs are not available for the RPS adjustment if the associated electricity is
imported into California, even if the written power contract establishes that the electricity was
not directly delivered because it was stripped of the RECs.
This position fails to acknowledge that the Regulations define directly delivered
electricity as electricity that comes from a specified source, which is a facility or unit that can
claim the source of delivered electricity through a written power contract. This rejection of the
plain meaning of the Regulations creates reporting problems not contemplated by the
Regulations by divorcing the renewable attributes of electricity from the RECs.

10

See Mt. Hawley, 215 Cal. App. 4th at 1396-97.

11

EPA, Renewable Energy Certificates (RECs),
http://www3.epa.gov/greenpower/gpmarket/rec.htm (last visited Jan. 4, 2016).

12

RPS Adjustment: Past and Future at 7.
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Since the percentage of electricity that will be imported without the RECs is uncertain in
a given year, an entity must wait to claim the RPS adjustment until the following year and cannot
rely on the written power contract to calculate its RPS adjustment. Instead, the RPS adjustment
depends on the actions of a third party importer over which the entity claiming the RPS
adjustment has no control.
VII.

ARB Staff’s Position Is Not Needed to Determine Actual Electricity Consumed by
Californians

In the presentation for the December 14, 2015 workshop, ARB Staff stated: “AB 32
seeks to reduce statewide GHG emissions, including ‘all emissions of greenhouse gases from the
generation of electricity delivered to and consumed in California’” so that there is a “[n]eed to
track actual electricity consumed in California.” 13 ARB Staff also stated: “Emissions reporting
and accounting is built on direct delivery of electricity.” 14
These statements, however, do not apply to accurate reporting and accounting of
imported electricity. Reported GHG emissions may differ from actual GHG emissions for
facilities with E-tags for delivered electricity, as shown by the following examples:
•

Electricity purchased out of a trading exchange outside of California is given a
default value of 0.438 MT/MWh regardless of whether the E-tag shows that it was
derived from renewable power.

•

Electricity from the asset controlling suppliers Bonneville Power, Powerex, and
Tacoma Power are not assigned the GHG emissions of the specified facility
delivering the power. Instead, ARB has assigned a value set to this electricity.

•

Electricity from the asset controlling suppliers Bonneville Power, Powerex, and
Tacoma Power must be supported by written power contracts stating that the
imported power was purchased as specified. Otherwise, the emissions of the
specified facility delivering power will be assigned the unspecified GHG
emissions rate.

•

An entity’s GHG emissions from imported electricity increase if GHG emissions
from a specified plant with an emissions factor higher than the default factor
reduce actual imports to California.

Review of the written power contract remains a valid method to determine whether
electricity has been stripped of its RECs and to determine the amount of electricity actually
consumed by Californians. Emissions reporting and accounting need not depend on direct
13

Id. at 3 (emphasis in original).

14

Id. at 4.
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delivery of electricity, and it should not be a basis to reject the plain meaning interpretation of
the Regulations.
VIII. The Cap-and-Trade Regulation Should Continue to Include the RPS Adjustment
Because Firmed and Shaped Contracts Reduce California’s GHG Emissions
The RPS adjustment affects RECs associated with firmed and shaped renewable
electricity contracts that provide delivery of renewable electricity to California with substitute
energy. These firmed and shaped contracts address the variability of renewable energy
production and reduce the GHG emissions of the retail sellers who entered into them.
In 2002, the California legislature adopted Senate Bill 1078, which required all retail
sellers including utilities, community choice aggregators, and energy service providers, to
procure a minimum percentage of their electricity from eligible renewable energy resources. The
bill also required the California Energy Commission (CEC) to certify eligible renewable energy
resources.
The CEC 2008 guidebook titled Renewables Portfolio Standard Eligibility (2008
Guidebook) confirms that firmed and shaped contracts meet the eligibility criteria for renewable
energy delivered to California. The 2008 Guidebook states:
For RPS compliance, electricity is deemed delivered if it is either
generated at a location within the state or is scheduled for
consumption by California end-use retail customers . . .
Electricity may be delivered into California at a different time than
when the RPS-certified facility generated electricity . . . . Further,
the electricity delivered into California may be generated at a
different location than that of the RPS-certified facility. In
practical terms, out-of-state energy may be “firmed” or “shaped”
within the calendar year. Firming and shaping refers to the process
by which resources with variable delivery schedules may be
backed up or supplemented with delivery from another source to
meet customer load. 15
The CEC thus treated the entire output of the renewable energy facility covered by firmed
and shaped contracts as renewable energy delivered to California for consumption of the retail
seller’s customers. This output therefore reduces the GHG emissions for each retail seller.

15

CEC Guidebook, Renewables Portfolio Standard Eligibility, 3d ed., CEC-300-2007-006ED3-CMF, at 23 (Jan, 2008), available at
http://www.energy.ca.gov/2007publications/CEC-300-2007-006/CEC-300-2007-006ED3-CMF.PDF.
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The 2008 Guidebook also explains that a firmed and shaped contract can include the
following contracting structure:
A third party could provide firming and shaping services. For
example: a retail seller could buy energy and [Renewable
Electricity Credits (RECs)] from an RPS-eligible facility and
execute a second [Power Purchase Agreement] to resell the energy
from the RPS-eligible facility, but not the RECs, to a third party
that provides firming and shaping services. Then, the third party
could provide the retail seller with a firm schedule for delivery into
California. 16
ARB incorporated the RPS adjustment provisions into the cap-and-trade regulation as an
elegant way to account for the reduction in GHG emissions that this contracting structure
provides. Since then, SDG&E and other retail sellers have relied on the RPS adjustment when
entering into this contracting structure as part of their efforts to reduce GHG emissions. Given
this important role in reducing GHG emissions, the cap-and-trade program should continue to
include the RPS adjustment.
IX.

Conclusion

The plain meaning interpretation of the Regulations should apply to ARB’s ongoing
implementation of the RPS adjustment. The plain meaning interpretation already avoids double
counting and need not place an undue administrative burden on ARB. The plain meaning
interpretation also ensures the integrity of the cap-and-trade program and consistency with the
federal Clean Power Plan. A different interpretation introduces new reporting problems and is
not needed to determine actual electricity consumed by Californians.
The RPS adjustment plays an important role in reducing GHG emissions and should
continue to be part of the cap-and-trade program. SDG&E looks forward to working with ARB
on regulatory modifications to provide additional protection against double counting and to
streamline ARB’s administrative responsibilities.

16

Id. at 23-24 n.2.
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Thank you for considering this information. Please contact me if you have any questions.

Sincerely,

Adrianna B. Kripke
Senior Environmental Counsel
San Diego Gas & Electric Company
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First Name: Robin
Last Name: Smutny-Jones
Email Address: robin.smutny-jones@iberdrolaren.com
Phone Number: 916-802-5298
Affiliation: Iberdrola Renewables
Subject: Request extension of deadline for comments
Comment:
To whom it may concern: Iberdrola Renewables respectifully
requests that CARB staff extend the January 4, 2016 deadline for
comments regarding the December 14, 2015 workshop on California's
Plan for Compliance with the Clean Power Plan and Potential 2016
Amendments to the Cap and Trade Program.
The multi-faceted workshop covered several broad and highly
complext topics, each of which has a critical bearing on
California's GHG regulatory structure as well as the California
electricity market.
The last couple of weeks of the year are normally not conducive to
gathering internal meetings that necessarily involve multiple
divisions given the busy holiday season and given many employees
take vacation during this time.
In order for CARB to receive optimal and meaningful comments on
these important issues, we request an extension of at least one
week and preferably two.
Thank you kindly for your consideration.

Attachment:
Original File Name:
Date and Time Comment Was Submitted: 2015-12-18 16:42:25

1
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Tamara Rasberry
Manager
State Regulatory Affairs
925 L Street, Suite 650
Sacramento, CA 95814
(916) 492-4252
trasberry@semprautilities.com

December 21, 2015
California Air Resource Board
1001 "I" Street
Sacramento, CA 95814
RE:
December 14, 2015 workshop to discuss California’s plan for compliance with the U.S.
Environmental Protection Agency’s Clean Power Plan
To Whom It May Concern:
San Diego Gas & Electric Company (SDG&E) appreciates the time and effort that the California Air
Resources Board (ARB) and the California Energy Commission (CEC) have invested in the modeling of
California’s electric sector under the Clean Power Plan (CPP). In prior comments, SDG&E requested
ARB look at a “stress case” and is appreciative that a stress case was included. The stress case did
include elements recommended by SDG&E including high economic growth, low hydro conditions, and
a high level of transportation electrification. In addition, ARB/CEC modeling included a shutdown of
the Diablo Canyon nuclear facility. SDG&E agrees with ARB that the gas price and GHG allowance
price assumptions are fairly irrelevant to establishing the stress case.
However, there are three changes that should be included in all the cases, but particularly the stress
case:






The 50 percent RPS needs to be modeled. It is difficult to model the 50 percent RPS with
primarily in-state renewables and maintain grid reliability, but it should be included for parties
to agree with the results of the cases.
Imports should not be modeled based on an extrapolation of past trends. Explicit consideration
of expiring coal contracts with California utilities should be included in the modeling. As those
contracts end, electricity production may shift to California CPP-covered facilities to some
extent through the operation of the market.
While implementation of the CPP is unknown, it is known that emissions reductions are
required. The modeling of the Western region should at least model the CPP the same way as
was done for California units. Namely, units outside California should be removed from the
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model based on known shutdown/retirement dates or based on unit age (40+ year old units
should be assumed to retire throughout the West). As those inefficient plants shut down,
electricity production may shift to efficient California CPP-covered facilities through the
operation of the market.
A fourth change the ARB might also consider for the stress case is placing the GHG charge on all units in
the West instead of modeling GHG costs as a wheeling charge into California. Under a widespread
trading scenario, one might expect all units to have a GHG charge under the CPP. The effect may be to
shift production from out-of-state coal to natural gas (to units such as California’s efficient CPP-covered
natural gas facilities). The main problem with this approach would be that natural gas prices would be
critical to the forecast and so the gas prices in the stress case would need to reflect a West-wide
increase in natural gas demand. SDG&E recognizes this change would require additional time and
effort, but is unsure how much time and effort would be needed, and whether it would be worth it to
make the change.
Thank you for considering these comments.
Sincerely,
Tamara Rasberry /s/
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February 24, 2016 - Potential Revisions to ARB's Regulation for the Mandatory
Reporting of Greenhouse Gas Emissions and Cap-and-Trade Regulations
Public Notice for Amendments Workshop
Subject: February 24 - Workshop on Potential Amendments to the Greenhouse
Gas Mandatory Reporting and Cap-and-Trade Regulations
Posted: 10 Feb 2016 17:01:14
Air Resources Board (ARB or Board) staff invites you to participate in a public workshop
on February 24, 2016, to discuss potential revisions to ARB’s Regulation for the
Mandatory Reporting of Greenhouse Gas Emissions (title 17, California Code of
Regulations, sections 95100-95157) (MRR) and the Cap-and-Trade Regulation (title 17,
California Code of Regulations, sections 95800-96022) (C&T Regulation).
SUBJECT: Workshop on Potential Amendments to MRR and Cap-and-Trade
Regulation
DATE: Wednesday, February 24, 2016
TIME: 9:30 a.m. to 4:00 p.m.
LOCATION: Sher Auditorium, Cal/EPA Headquarters
1001 “I” Street, Sacramento
The potential revisions would support alignment of the MRR and C&T Regulation, and
clarify and update several sections of the regulations. In addition, staff will discuss
potential modifications to the MRR and the C&T Regulation to support California’s plan
for compliance with the U.S. Environmental Protection Agency’s (U.S. EPA’s) Clean
Power Plan, and the regulatory schedule for potential amendments to both regulations.
These amendments may include changes to reporting and verification deadlines and
compliance periods, and changes needed to address federal plan “backstop”
requirements.
The following workshop materials will be made available:
A staff discussion paper on the draft proposal for compliance with the Clean Power Plan
will be made available on February 17, 2016, at 12 p.m. on the Cap-and-Trade Program
(C&T Program) main page: http://www.arb.ca.gov/cc/capandtrade/capandtrade.htm
The workshop agenda and presentations for the workshop will be available on February
23, 2016, at 12 p.m. on the MRR main webpage:
http://www.arb.ca.gov/cc/reporting/ghg-rep/ghg-rep.htm
and the C&T Program main webpage:
http://www.arb.ca.gov/cc/capandtrade/capandtrade.htm

Return to Table of Contents
Special Accommodation Request
Special accommodation or language needs can be provided for any of the following:
• An interpreter to be available at the meeting; • Documents made available in an
alternate format or another language; • A disability-related reasonable accommodation.
To request these special accommodations or language needs, please contact the
Stationary Source Division at (916) 322-2037 as soon as possible, but no later than 10
business days before the scheduled meeting. TTY/TDD/Speech to Speech users may
dial 711 for the California Relay Service.
BACKGROUND
Mandatory Greenhouse Gas Emissions Reporting Regulation
The California Air Resources Board (ARB) first approved the MRR in 2007, with
revisions in 2010, 2012, 2013, and 2014. The upcoming 2016 amendments will clarify
and update the regulation, including changes to support the C&T Program and for
compliance with the U.S. EPA’s Clean Power Plan.
Cap-and-Trade Regulation
The Board first formally adopted the C&T Regulation in October 2011, and
subsequently approved limited amendments to the C&T Regulation in June 2012,
October 2013, April 2014, September 2014, and most recently June 2015. The
upcoming 2016 amendments will seek to improve C&T Program efficiency, update the
C&T Regulation using the latest information, and chart post-2020 implementation of the
C&T Program.
All interested stakeholders are invited to attend.
A live webcast of the meeting will be available at:
http://www.calepa.ca.gov/broadcast/?BDO=1
More information on the Mandatory Reporting Program may be found on the MRR
website: http://www.arb.ca.gov/cc/reporting/ghg-rep/ghg-rep.htm
More information on the C&T Program may be found on the Cap-and-Trade website:
http://www.arb.ca.gov/cc/capandtrade/capandtrade.htm
More information about ARB’s Cap-and-Trade Program is available at:
http://www.arb.ca.gov/cc/capandtrade/capandtrade.htm

Clean Power Plan
On August 3, 2015, U.S. EPA’s Administrator signed its Clean Power Plan, which sets
carbon dioxide emissions limits for many existing electric generating units. These
regulations are based on section 111(d) (42 U.S.C. § 7411(d)) of the federal Clean Air
Act. The Plan was published in the Federal Register on October 23, 2015. States must
develop compliance plans to meet these limits and compliance plans are due in
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September 2016 (with the option to seek extensions). ARB is developing California’s
compliance plan in consultation with the California Energy Commission and the
California Public Utilities Commission, California’s air districts, and other partners.
More information about the Clean Power Plan and related rules is available at:
http://www.arb.ca.gov/cc/powerplants/powerplants.htm
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February 24, 2016 - Potential Revisions to ARB's Regulation for the Mandatory
Reporting of Greenhouse Gas Emissions and Cap-and-Trade Regulations:
Presentation Slides
ARB Staff Presentation on Amendments to Mandatory Reporting and Cap-andTrade Regulations
ARB Staff Presentation on Amendments to Mandatory Reporting and Cap-andTrade Regulations for Alignment with CPP
ARB Staff Presentation on Proposed Mandatory Reporting Regulation
Amendments to Align with CPP
ARB Staff Presentation on Proposed Cap-and-Trade Amendments to
Align with CPP
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February 24, 2016 – Potential Revisions to ARB's Regulation for the Mandatory
Reporting of Greenhouse Gas Emissions and Cap-and-Trade Regulations
Workshop: Public Comments
#

Received From

Subject

Date/Time
Comment
Added to
Period
Database

Link

1

Alvarado, Erica,
Tetra Tech

Concern over proposed
verification deadline

1st
2016-02-25
Workshop 12:35:58

Link

2

Comments of Center for
Jones, Todd, Center
Resource Solutions (CRS)
for Resource
in response to February
Solutions (CRS)
24, 2016 Workshop

1st
2016-03-04
Workshop 09:17:47

Link

3

Mahony, Neil,

the CO2 hoax

1st
2016-03-07
Workshop 08:51:14

Link

4

Quinn, Erin ,

Change of verification due
date

1st
2016-03-07
Workshop 10:40:37

Link

5

Wood, Patrick , Ag
Methane Advisors

C&T Amendment
Comments

1st
2016-03-08
Workshop 19:12:32

Link

6

Six, Derek, ClimeCo Cap and Trade Regulation
Corporation
Comments

1st
2016-03-10
Workshop 15:45:31

Link

7

Tillman, Dan, Valley
VEA Comments on 2/24
Electric Association,
Workshop
Inc.

1st
2016-03-11
Workshop 08:10:52

Link

8

Camco Comments to ARB
Purshouse, Charles,
C&T Protocol Revision
Camco
2016

1st
2016-03-11
Workshop 09:13:46

Link

9

Maas, Daryl,

Comments Regarding
Cap and Trade Regulation
Amendments

1st
2016-03-11
Workshop 09:24:24

Link

10

Weisberg, Peter,
The Climate Trust

Cap and trade regulation
comments

1st
2016-03-11
Workshop 10:29:03
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April 5, 2016
Ms. Rajinder Sahota, Branch Chief, Cap And Trade Program
Mr. Jason Gray, Manager, Market and Auction Monitoring
Ms. Mary Jane Coombs, Manager, Allowance Allocation And Leakage
Ms. Brieanne Aguila, Manager, Climate Change Reporting Section
California Air Resources Board
1001 I Street
P.O. Box 2815
Sacramento, CA 95812

Sacramento Municipal Utility District’s Comments Regarding
the February 24, 2016 workshop on Mandatory Reporting and
Cap and Trade Regulation Modifications
SMUD appreciates the opportunity to comment on prospective changes to the
Mandatory Reporting Regulations and the Cap and Trade structure in response to
experience with the program, the USEPA’s adoption of the Clean Power Plan for existing
power plants, and the enactment of Senate Bill 350 this year. SMUD has extensive
comments on these issues as noted below, particularly on the proposal to revise the
annual reporting deadline for verified emissions from September 1st to August 1st,
potential changes to the RPS Adjustment, and the proposed compliance period and
backstop provisions discussed in relation to the federal Clean Power Plan.

I.

Proposed Verification Deadline Change

SMUD understands and appreciates the reasons why CARB is proposing to
change the verification deadline from September 1st to August 1st . The proposed
deadline would allow CARB additional time to review the reported data and provide
accurate allocations for Cap and Trade purposes. However, SMUD is concerned that
reducing the time allowed for verification could adversely impact the quality of the
verification process.
During the February 24th workshop, it was suggested that entities could mitigate
the impacts of the August 1st verification deadline by reporting data to CARB a month
earlier. In SMUD’s experience, the proposed reduction in the period for reporting
presents significant challenges. In particular, entities that report power transactions
would face added hardships because they rely on third-parties to provide e-Tag data.
Reporting power-transaction data requires entities to gather and provide information from
and for several sources, including Open Access Technology International Inc. (OATI),
Western Renewable Energy Generation Information System (WREGIS), the California
ISO, and other entities that import or export power.
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For example, SMUD provides data to the Western Area Power Association
(WAPA) required for WAPA’s Electric Power Entity – Power Transactions (EPE) report
due by June 1st. To provide WAPA the same amount of time to verify its data, SMUD
would have to request this transaction data earlier from the third party entities mentioned
above. But SMUD may not receive the data earlier because it would be subject to
timelines that are out of SMUD’s control. Moreover, once the data is collected from these
parties, SMUD cannot simply pass the data on to WAPA, but must review the data and
make sure that it meets SMUD’s internal standards. The data review process requires a
significant amount of time and effort, including time that may be necessary to investigate
any discrepancies (one cannot assume that there will be none, and hence not plan for
this time). For these reasons, SMUD feels that reporting the data before the current June
1st deadline is not a viable alternative.
Also, in SMUD’s experience, if CARB were to shorten the time between reporting
unverified and verified data to two months, this is not enough time to complete the
required verification activities for imported emissions without significantly compromising
the integrity of the process. Below is a detailed timeline of SMUD’s 2015 verification
activities, which illustrates how the current three-month verification period, and the time
prior to that period, is utilized. SMUD is providing this schedule to emphasize that these
periods are necessary and to stress that it would be difficult to condense all the activities
earlier in the reporting year.
In 2015, SMUD began discussions with the verifier on March 9th and conducted
the required site visits in early June. Despite these early efforts, SMUD needed until
August 31st to complete its verification. Some of the reasons for this were:


In 2015, SMUD hired a new verifier that was unfamiliar with SMUD or SMUD’s
emissions profile. Additional time was spent familiarizing the verifier with
SMUD’s operations, and providing access to SMUD facilities and data. Even
when the verifying company remains the same, the personnel can change,
requiring significant education and familiarization.



Changes to the mandatory reporting regulations, such as reporting data for
Legacy Contracts, required new block diagrams and additional information that
was not previously reported. This additional requirement presented new
challenges to SMUD and the verifiers who worked with CARB to properly
report the data. SMUD completed five revisions to block diagrams before the
report was finalized.



SMUD had to allocate time and resources to work with WAPA during WAPA’s
verification. SMUD provides verification support to WAPA for data that SMUD
provides as part of the EPE reporting.

SMUD also believes that the ARB should avoid setting any interim deadlines, a
proposal by CARB staff during the February 24th workshop. Rather than streamlining the
reporting and verification process, adding interim deadlines would simply reduce
2
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verification flexibility and add additional steps which would have the effect of further
straining the verification timeline.
2015 SMUD Verification Activities and Schedule:
Time Period:

Task

Mar 19

Verification Kick-off meeting.

Mar 26

SMUD inventory management plan provided to Verification Body
so its verifiers could begin preparations for upcoming verification.

Apr 6

SMUD provided to the verifier preliminary information on EGU and
Cogen facilities.

May 15-31

Verifier conducted Strategic Analysis and developed Sampling
Plan.

Jun 17-19

Verifier conducted site visit.

Jun 19

Verification Body delivered initial draft of Issues Log.

Jun 19-Jul 1

SMUD provided additional data requested after the site visit.

Jul 1-Aug 15

Verification Body conducted desktop review and worked with
SMUD to resolve any potential findings or issues.
SMUD provided documentation for WAPA's verification.

Jul 29
Jul 29-Aug 25

Upon CARB's request, the Cal e-GGRT reports were modified to
comply with the new MRR Steam Legacy Contract Requirements.
Fifth and final revision of Cal e-GGRT reports and Block Diagram
were submitted on August 24th.

Aug 25-31

Verification Body drafted Verification Report and performed
independent review.
Verification Statements submitted to Cal e-GGRT.

Aug 31

SMUD hopes that based on its experience, CARB will better understand the effort
required for a successful verification and will reconsider the proposal to change the
verification deadline. If, however, CARB still believes it is necessary to accelerate the
deadline to August 1st; SMUD offers the following suggestions to help CARB achieve its
objective, without compromising the integrity of the verification process.


The proposed verification change may be more feasible if the verification
process starts expeditiously when the necessary data is available.
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Often, entities find that data cannot be easily provided because the basic
reporting templates from CARB, which are updated each year, are not
available when data starts rolling in. Without access to the templates (and the
required parameters), it is challenging to foresee what data sets may or may
not be required by CARB for the reporting year. In addition, the CARB
guidance documents for using the templates can be delayed. For example, for
the 2015 reporting year, the reporting templates were not published until March
15th, and the EPE guidance documents have yet to be released.



Consider staggering the verification deadlines to allow entities that report on
June 1st to maintain a September 1st verification deadline, while entities that
report on April 10th must verify by August 1st, if this can be done without
excessively complicating the process (for example, requiring more than one
verifier site visit to a facility because of the separation). This would allow
entities, verifiers, and CARB to focus on the data submitted on April 10th in the
interim, and then concentrate on the data that is due in June. SMUD feels the
additional month (as is currently the schedule) is very beneficial for the
verification of power transaction data.



CARB should provide specialized training for Power Transactions in addition to
the current general transaction specialist training. This would enable verifiers
to better understand power transaction data, such as e-Tags and renewable
energy certificates.



Extend the six-year time limit to eight years for providing verification services to
the same reporting entity. This will increase the availability and speed of
verifiers and would streamline the process by reducing the amount of time
needed for a new verifier to familiarize themselves with an entity’s processes
and data, as well as likely lead to additional verifiers over time.



CARB could provide some additional transparency to the verification
information available during the verification process by making verification
schedules/work-progress available to the reporting entities, via data presented
in a similar fashion to the table on Slide 8 of the Amendments to Mandatory
Reporting and Cap-and-Trade Regulations presentation. With this information
at the market level, reporting entities may be better positioned to coordinate
visits and verification work since they will be more aware of the verifications
workload and constraints.

SMUD hopes these suggestions would help ease some of the potential burden as
a consequence of moving the verification deadline to August 1st. SMUD also supports
the streamlining concepts presented in Slides 16 and 17 at the February 24th workshop,
except for the concept of requiring certification by reporting entities at least 7 days prior to
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the deadline. As mentioned above, SMUD does not believe that interim deadlines will
improve the verification process.

II.

Other MRR Clarifications And Issues

A. Sales into the CAISO. SMUD supports clarification of the requirements
for reporting sales into the CAISO. Entities sell into the CAISO under varying
circumstances, and there needs to be more transparency about when and how those
sales must be reported in each circumstance. This is particularly important to POUs
selling into the CAISO because the Cap and Trade regulations continue to prohibit the
use of administrative allowances or the revenue from the consigned auction of those
allowances to support sales into the CAISO.
SMUD realizes that the MRR regulations were modified in 2014-2015 to
provide exemptions for POU reporting of sales into the CAISO. For example, SMUD
understands that those POUs that are fully in the CAISO must sell all their generation into
the CAISO, and that the MRR was amended so that this type of CAISO sale did not need
to be reported. Similarly, sales into the CAISO without a compliance obligation are not
required to be reported, nor are CAISO sales required to be reported when a POU has
opted to place all allowances for the data year in their limited use holding account.
However, a blanket prohibition of using allowances and allowance value for sales into the
CAISO in the Cap and Trade Regulations seem to conflict with at least two of these
reporting exemptions, which could cause confusion amongst the EDUs as to exactly how
any sales into the CAISO are to be handled and reported.
Clarification of this issue may require changes to the Cap and Trade
regulations in this area as well as the MRR regulations.
B. Verification Requirements for EGUs Below Threshold. Slide 27 in
the workshop stated that CARB “may extend verification requirement to EGUs with
emissions below verification threshold”. SMUD wants CARB to clarify that this extension
is only for those EGUs that become regulated under Cap and Trade, for example
because they are a covered EGU under the Federal CPP.
C. RPS Adjustment. SMUD filed extensive comments on the RPS
Adjustment question earlier this year, and will not repeat those here. SMUD reiterates
that the resources for which the RPS Adjustment is used most are an important
component of the complementary RPS policy in California (hence the name “RPS
Adjustment”) because it preserves value paid for by California ratepayers. It is important
that this component be preserved in the RPS, and facilitated through the RPS Adjustment
in the Cap and Trade program. Removing the RPS Adjustment will simply add costs to
California’s ratepayers without providing any air quality benefit. SMUD looks forward to
finding a solution to the issues raised by ARB staff after initial experience with the RPS
Adjustment.
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D. MRR requirements for RECs. The MRR requires reporting information
with respect to RECs, including REC serial numbers, by February 1st. However, this
information is not fully available by February 1st, and in practice is normally provided with
the later June 1st reporting (though the MRR requires the information on February 1st).
This could be solved by simply removing the REC requirement from the prior registration
section and placing it in more appropriate sections of the regulations, as follows:
95111(g) Requirements for Claims of Specified Sources of Electricity
and for Eligible Renewable Energy Resources in the RPS Adjustment.
Each reporting entity claiming specified facilities or units for imported or
exported electricity must register its anticipated specified sources with
ARB pursuant to subsection 95111(g)(1) and by February 1 following
each data year to obtain associated emission factors calculated by ARB
for use in the emissions data report required to be submitted by June 1
of the same year. If an operator fails to register specified source by the
June 1 reporting deadline specified in section 95103(e), the operator
must use the emission factor provided by ARB for a specified facility or
unit in the emissions data report required to be submitted by June 1 of
the same year. Each reporting entity claiming specified facilities or units
for imported or exported electricity must also meet requirements
pursuant to subsection 95111(g)(2)-(5) in the emissions data report.
Each reporting entity claiming an RPS adjustment, as defined in section
95111(b)(5), pursuant to section 95852(b)(4) of the cap-and-trade
regulation must include registration information for the eligible
renewable energy resources pursuant to subsection 95111(g)(1) in the
emissions data report. Prior registration and subsection 95111(g)(2)-(5)
do not apply to RPS adjustments. Registration information and the
amount of electricity claimed in the RPS adjustment must be fully
reconciled and corrections must be certified within 45 days following the
emissions data report due date.
(1)

Registration Information for Specified Sources and Eligible
Renewable Energy Resources in the RPS Adjustment. The following
information is required:
(M)

Provide the primary facility name, total number of Renewable
Energy Credits (RECs), the vintage year and month, and
serial numbers of the RECs as specified below:
1. RECs associated with electricity procured from an eligible
renewable energy resource and reported as an RPS
adjustment as well as Legal Disclaimer: Unofficial
electronic version of the Regulation for the Mandatory
Reporting of Greenhouse Gas Emissions. The official legal
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edition is available at the OAL website:
http://www.oal.ca.gov/CCR.htm California Air Resources
Board 111 February 2015 whether the RECs have been
placed in a retirement subaccount and designated as
retired for the purpose of compliance with the California
RPS program.
2. RECs associated with electricity procured from an eligible
renewable energy resource and reported as an RPS
adjustment in a previous emissions data report year that
were subsequently withdrawn from the retirement
subaccount, or modified the associated emissions data
report year the RPS adjustment was claimed, and the date
of REC withdrawal or modification.
3. RECs associated with electricity generated, directly
delivered, and reported as specified imported electricity
and whether or not the RECs have been placed in a
retirement subaccount.
(4)

Additional Information for Specified Sources. For each claim to a
specified source of electricity, the electricity importer must indicate
whether one or more of the following descriptions applies, and
provide information as appropriate for the description:
(F)

(5)

Deliveries from sources including Renewable Energy Credits
(RECs): report the total number, vintage years and months,
and serial numbers of all RECs, and whether or not the RECs
have been placed in a retirement subaccount.

Additional Information for RPS Adjustment Sources:
(A)

RECs associated with electricity procured from an eligible
renewable energy resource and reported as an RPS
adjustment, as well as whether the RECs have been placed in
a retirement subaccount and designated as retired for the
purpose of compliance with the California RPS program.

(B)

RECs associated with electricity procured from an eligible
renewable energy resource and reported as an RPS
adjustment in a previous emissions data report year that were
subsequently withdrawn from the retirement subaccount, or
modified the associated emissions data report year the RPS
adjustment was claimed, and the date of REC withdrawal or
modification.
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(5)

Substitute electricity.
(C)

Report substitute electricity received from specified and
unspecified sources pursuant to the requirements of this
section.

E. Lesser of Analysis: The MRR regulations indicate that for certain
resources an hourly comparison between metered and “scheduled” data must be made
and the sum of the lesser of these hourly values be calculated for reporting purposes. It
is unclear from the language exactly how the proposed “lesser of” analysis should affect
emission factors used in mandatory reporting. The implication and common practice,
supported by guidance, is that the specified source emission factor would only be used
for the generation that results from the “lesser of” calculation. However, this is not
explicitly stated in the regulatory language nor is there clarity in the language about what
emission factor should be used for any remaining generation that is scheduled into
California above the result of the lesser-of analysis. It may seem reasonable to use the
“unspecified” emission factor for this remaining generation, but this is not explicitly stated.
In addition, the term “Ssp”, which brings into the equation the entity’s share of output from
the facility, is listed but is not used in the equation like it should be. SMUD suggests the
following edits to clarify these issues:
95111(b)(2)(E): Meter Data Requirement. For verification purposes,
electric power entities shall retain all available meter generation data to
document that the power claimed by the reporting entity was generated
by the facility or unit at the time the power was directly delivered. This
provision is applicable to imports from specified sources for which ARB
has calculated an emission factor of zero, and for imports from
California Renewable Portfolio Standard (RPS) eligible resources,
excluding: (1) contract or ownership agreements, known as
grandfathered contracts that meet California RPS program requirements
in Public Utilities Code Section 399.16(d) or California Code of
Regulations, Title 20 Section 3202(a)(2)(A); (2) dynamically tagged
power deliveries; (3) untagged power deliveries, including EIM imports;
(4) nuclear power; (5) asset controlling supplier power; and (6) imports
from hydroelectric facilities for which an entity’s share of metered output
on an hourly basis is not established by power contract. For these
resources Accordingly, a specified source emission factor shall be
applied only to the amount of generation calculated through a lesser of
analysis is required pursuant to the following equation:
Sum of Lesser of MWh = Ssp * ΣHMsp min (MGsp, TGsp)
Where:
ΣHMsp = Sum of the Hourly Minimum of MGsp and TGsp (MWh).
MGsp = metered facility or unit net generation (MWh).
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Ssp = entity’s share of metered output.
TGsp = tagged or transmitted energy at the transmission or
subtransmission level imported to California (MWh).
Any remaining scheduled energy should use the unspecified emission
factor and is considered not directly delivered.
Even with these clarifications, however, there is a potential mismatch with the
CEC/CPUC RPS policy, since in that structure the “lesser-of” analysis does not
distinguish between zero-emission renewable resources and unspecified emitting
resources, but rather between two types of zero emission renewable resources – those
directly delivered and those not. The ARB could potentially handle this discrepancy by
allowing the “RPS adjustment” to be used to offset the associated emissions from the
generation excluded by the “lesser of” analysis, but there is currently a question about the
structure of the “RPS Adjustment”.

III.

Compliance Period Coordination With Clean Power Plan

At the workshop, ARB proposed post-2020 compliance periods for Cap and Trade
that are not entirely consistent with the adopted USEPA CPP compliance periods. ARB
proposed a two-year “bridge compliance period” in 2021-2022, covering one year before
CPP starts and the first year of CPP compliance, and a second two-year compliance
period to match-up with the end of the first, three-year CPP compliance period in 2024.
Following these two somewhat mismatched compliance periods, ARB proposes the Cap
and Trade compliance periods match the next three-year CPP- compliance period and
then all of the remaining two-year CPP compliance periods.
While this seems workable, SMUD believes that a better structure would be to
collapse the first two-proposed Cap and Trade compliance periods into one four-year
period. In effect, ARB would be simply adding the 2021 “gap” year to the first CPP
compliance period to establish the first Cap and Trade compliance period. SMUD
believes this structure provides a better transition between the three-year Cap and Trade
compliance periods today and the eventual two-year compliance periods under CPP for
the following reasons.
Three-year compliance periods are much better at providing flexibility to deal with
adverse hydro conditions and other cyclical or temporary situations than two-year
compliance periods, and by 2020 will be the primary experience of California entities
under Cap and Trade. A four-year period is even better at providing flexibility and would
also be easier for covered entities to adjust to than would a two-year period. The post2020 period will likely see significant increases in the rate of year-to-year cap reduction,
increasing the importance of multi-year flexibility to deal with unexpected short-term
emissions. An initial four-year compliance period would provide more time to transition to
both the steeper reductions required in the initial post-2020 Cap and Trade period and
the beginning of joint CPP/Cap and Trade compliance.
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With 30% annual surrender under Cap and Trade, it is unlikely that a four-year
initial post-2020 compliance period will raise any problems with achieving the emission
reductions expected in the period.
In addition, an initial four-year compliance period provides for a simpler and better
matchup with the CPP compliance periods. While the 2021 gap year must be dealt with,
SMUD believes it is better to deal with it by incorporating it in a Cap and Trade
compliance period that encompasses the initial CPP compliance period, providing one
initial compliance period for both with a common end date. This is simpler than having a
Cap and Trade compliance period that is “half-in and half-out” of the first-year CPP
compliance period, as well as another Cap and Trade compliance period that does not
fully cover the initial CPP compliance period. More complexity and discrepancy between
compliance periods and compliance events between the programs increases the risk of
adverse interference between them. Having one initial and simultaneous compliance
event, as the Cap and Trade is extended and the CPP begins, will be significantly easier
on obligated entities and ARB staff.
In addition to simplicity, SMUD believes that there are three questions that ARB
should consider. First, would a Cap and Trade compliance event in the first year of the
initial CPP compliance period, as in the ARB proposal, cause any problems with how
California accomplishes the initial goals of CPP and post-2020 Cap and Trade? Second,
would having a Cap and Trade compliance period that begins within and is shorter than
the initial CPP compliance period, as in the ARB proposal, cause any problems with
accomplishing the initial goals of CPP and post-2020 Cap and Trade? And third, would
adding an additional year to the first Cap and Trade compliance period that matches up
with the first CPP compliance period, as SMUD proposes, cause any problems with how
California accomplishes the initial goals of CPP and post-2020 Cap and Trade?

IV.

Backstop For Clean Power Plan

At the workshop, ARB proposed that the CPP backstop for EGUs, required within
the proposed state measures plan to be submitted by the state, could consist of:


A “set-aside” of 10 million allowances held back from the post-2020 Cap and
Trade structure.



In the event the backstop is triggered, the group of EGUs covered by the CPP
must collectively procure sufficient allowances from this set-aside to cover the
emissions above the required EGU levels, in proportion to each EGU’s actual
emissions, and at prices that are at the fairly high levels in the APCR.



Allowances only (no offsets) are allowed for backstop purposes.



If the set-aside is depleted, it would be replenished with allowances from the
APCR.
10
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SMUD sees several potential problems with this approach. First, it is unclear that
the approach is acceptable by the USEPA, since it relies on allowances from other
economic sectors outside the covered EGUs, whereas the default Federal plan relies
only on emissions and allowances from with the group. Second, it sets up a potential
situation where California EGUs, if the backstop is triggered, may face sharply different
costs than EGUs in connected states, with APCR-related carbon prices compared to the
prices for CPP allowances that develop nationally or in neighboring state markets. Third,
it establishes a structure where even low-emitting EGUs that have sufficient allowances
to cover their emissions within the proportionate CPP target glide-path for the sector must
procure and surrender additional allowances. Fourth, it removes allowances from the
general California Cap and Trade marketplace, which will have the effect of increasing
Cap and Trade prices and costs for other participants in that market, including other
components of the electricity sector.
SMUD suggests an alternative set-aside structure that addresses many of these
deficiencies, with the following components:


The approach includes a 10 million allowance set-aside, although more thought
about the appropriate amount of set-aside allowances for this purpose should
occur.



In the event that the backstop is triggered, ARB would provide EGUs with
sufficient allowances from the set-aside and require their sale at auction in the
Cap and Trade market, thereby keeping the allowances within the Cap and
Trade system.



The revenue from these sales would be required to be used to procure CPP
allowances from EGUs outside of California. California’s EGUs would cover
their emissions (for CPP purposes) by procuring and retiring sufficient
allowances from these other EGUs, independent of the ongoing Cap and Trade
accounting specific to California. Meeting the CPP targets in this manner
keeps the commitment within the CPP-covered EGU sector by including a
degree of compliance sourced from other states, without requiring “linkage”
with those states. CPP compliance in the source states is preserved as
allowances are procured from their system and retired.



As CPP compliance periods pass without triggering the backstop, a
commensurate portion of the allowances set-aside would be released back into
the Cap and Trade market. As time progresses, experience will inform about
the actual likelihood of the rather unlikely triggering of the backstop, and if so
by how much compliance would be in question, and CARB can determine how
many unneeded allowances can be returned to the Cap and Trade system
based on this information.
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If the set-aside is depleted, EGUs would still be required to purchase and retire
CPP allowances from other states to achieve compliance.

This approach addresses all of the concerns suggested above. The approach
preserves the CPP structure of achieving compliance within the group of covered EGUs.
The approach preserves relative cost-parity between California EGUs and those outside
the State. The approach does not penalize those low-emitting EGUs that are not the
primary cause of the non-compliance, because there are revenues made available to
procure the needed CPP allowances.
Similarly, the approach preserves a degree of consistency in costs between
covered EGUs and the remainder of the electricity sector in the Cap and Trade program.
Finally, the approach keeps the set-aside Cap and Trade allowances within the Cap and
Trade marketplace, avoiding a California-wide impact on Cap and Trade costs.

V.

Other Clean Power Plan Issues

SMUD supports the proposal by ARB staff that the “Glide Path” emissions targets
for EGUs in the backstop be set “at or near” federal targets. SMUD sees no reason to
deviate in this case from Federal targets – just adopt those. There is no need to
complicate the structure in California with backstop targets that differ from the Federal
targets -- this will inevitably lead to analysis of compliance with both the adopted targets
and the Federal targets, an unnecessary distraction.
SMUD also agrees with the ARB staff proposal that no formal “new source
component” is necessary to address leakage. Staff’s logic about both existing and new
sources being covered by the more stringent Cap and Trade program makes sense, and
allows this welcome simplification as the State Plan is prepared and the CPP structure is
implemented. In addition, SMUD believes that other state policies, such as the 50% RPS
policy, act to incentivize new resource development away from new sources that would
potentially constitute “leakage”.
/s/
____________________________
WILLIAM W. WESTERFIELD, III
Senior Attorney
Sacramento Municipal Utility District
P.O. Box 15830, M.S. A311, Sacramento, CA 95852-0830

/s/
____________________________
TIMOTHY TUTT
Program Manager, State Regulatory Affairs

Sacramento Municipal Utility District
P.O. Box 15830, M.S. A313, Sacramento, CA 95852-0830
cc: Corporate Files (LEG 2016-0272)
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www.publicgeneratingpool.com
thampton@publicgeneratingpool.com

April 5, 2016
Submitted via email
Rajinder Sahota, Branch Chief, Cap-and-Trade Program
Craig Segall, Senior Staff Counsel
California Air Resources Board
1001 I Street
Sacramento, California 95812
Subject: Trading Ready Program Design
The Public Generating Pool (PGP) is composed of nine consumer-owned electric utilities in Washington and one
consumer-owned electric utility in Oregon. Collectively, PGP member utilities serve approximately one million
customers with an aggregate utility owned asset base that is 94% carbon-free. PGP is engaged in discussions
within Oregon and Washington regarding state implementation plans under the federal Clean Power Plan. Our
work has led us to appreciate the need for ‘trading-ready’ state implementation plans to assure a least-cost
approach to carbon reduction for electric power ratepayers.
It is our understanding that changes to California’s Cap-and-Trade program are needed in order to conform with
Clean Power Plan requirements. PGP encourages the California Air Resources Board to consider now the changes
required in its program to assure that California’s state implementation plan would be considered ‘trading-ready’
under the Clean Power Plan. California is a significant stakeholder in any multi-state trading platform in the West
and it is important for other states to know that California will be eligible at the time of implementation.
Although the Clean Power Plan implementation is currently on hold, PGP believes that states should be prepared
for potential implementation as early as 2022. For that reason, we urge you to identify and take the necessary
actions to make California’s implementation plan ‘trading-ready’ under the Clean Power Plan.
Sincerely,

Therese Hampton
Executive Director, Public Generating Pool
cc:
Sarah Rees, Washington Department of Ecology
Stu Clark, Washington Department of Ecology
Tony Usibelli, Washington Department of Commerce
Colin McConnaha, Oregon Department of Environmental Quality
Andy Ginsburg, Oregon Department of Energy
Jason Eisdorfer, Oregon Public Utility Commission

Chelan County PUD / Clark Public Utilities / Cowlitz County PUD / Eugene Water & Electric Board / Grant County PUD
Comment Overview
Klickitat County PUD / Lewis County PUD / Pend Oreille County PUD / Snohomish County PUD / Tacoma Power
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March 28, 2016
Rajinder Sahota, Branch Chief, Cap-and-Trade Program
Craig Segall, Senior Staff Counsel
California Air Resources Board
1001 I Street
Sacramento, California 95812
RE:

Trading-Ready Program Design

Dear Ms. Sahota and Mr. Segall;
The undersigned write to recommend that the California Air Resources Board (ARB) incorporate
changes to the California Cap-and-Trade program to enable the state to submit a state plan
pursuant to the Clean Power Plan (CPP) that would be considered ‘trading-ready’ upon approval.
For the reasons that follow, we respectfully request staff to consider this position.
We do not propose that California consider linking to other states now; this decision can only be
made after other state CPP plans are developed and ARB has given full consideration to linking in
accordance with Senate Bill 1018. Rather, we recommend that ARB build the necessary architecture
into the Cap-and-Trade program and indicate in the state plan submission to EPA that California
wishes to be deemed trading-ready. This would expedite linking and trading once the
requirements of SB 1018 have been satisfied with respect to linkages with other trading-ready
states.
We believe hard-wiring the necessary trading-ready infrastructure into the State’s post-2020 Capand-Trade program at this time offers two key advantages. First, it would signal to other states
currently developing their respective CPP state plans that California intends to support the overall
framework of the CPP and participate in a linked carbon market under the CPP. And second, by
sending that signal, it has the potential to strengthen the design of other states’ plans (e.g. by
highlighting the importance of including new sources) and the subsequent performance of a linked
market that includes California. While ARB can make statements indicating its intention to pursue
such linkages in the future, ARB can be more proactive and advance a linked carbon market by
submitting a trading-ready plan. This would not commit ARB to undertake linkages in the future,
but would enable those linkages to occur at the earliest opportunity in the event it should choose to
pursue them.
If the requirements of SB 1018 are met, linkage of California’s multi-sector allowance trading
programs to other CPP allowance trading programs has the potential to provide significant benefits
for California. It would provide for a broader, deeper and more liquid carbon market, which would
in turn reduce compliance costs for all covered entities and reduce impacts on California utility
customers and consumers. Linkage of California’s program to effective programs in other Western
states that include new sources would ensure a consistent carbon price for generation in the linked
jurisdictions, thereby eliminating the potential for emissions leakage. Such a consistent price signal
would also provide important incentives for dispatch under an expanded Energy Imbalance Market.
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Rajinder Sahota and Craig Segall, California Air Resources Board
March 28, 2016
Page 2

This approach also has benefits if the California Independent System Operator is transformed into a
regional organization.
We note that a number of significant changes to the Cap-and-Trade program are already needed to
conform with CPP requirements under a state measures approach; e.g., incorporation of an
appropriate federally enforceable “backstop” and triggers. The incremental changes and additional
elements needed to make the program “ready for interstate trading” are modest relative to those
already required. The most significant is the addition of a simple provision to account for any
transfer of allowances with linked CPP states in the state performance period reporting. These
accounting mechanisms—net “import” and “export” adjustments—can and should be built into the
Cap-and-Trade program and state plan now, in anticipation of trading-ready alignment of
California’s post-2020 program with the CPP plans of other states. We also encourage ARB to work
with EPA to ensure the Compliance Instruments Tracking System Service (CITSS) is EPA-approved
for CPP trading.
By incorporating trading-ready changes in the Cap-and-Trade regulation for the post-2020 period
and into its CPP state plan, ARB can avoid a potentially lengthy process for resubmission and
approval of the state plan at the time when linkages with other states’ allowance trading programs
are considered. Because the California program would already contain the elements necessary to
facilitate recognition of other states’ allowances and the accounting mechanisms needed to
demonstrate compliance with California’s CPP goals, ARB would only need to ‘activate’ the linkage
with specific CPP states upon satisfaction of the requirements of SB 1018. So long as such
accounting mechanisms and the overall framework that would make CITSS interoperable with
other states’ tracking systems are built into the Cap-and-Trade program, we believe that ‘activation’
of a linkage would not require resubmission of the state plan to begin recognizing allowances from
other states and allow other states to recognize California allowances.
Conversely, Staff’s proposed approach would mean that ARB would need to formally revise its Capand-Trade regulation if and when ARB considers linking with other states, not only to approve use
of allowances from other states, but also to make more substantive changes to account for
allowance transfers with other states. California’s revised state plan would then need to be
submitted to EPA for consideration and approval. The time required for these procedural
requirements suggest that linkage to other state CPP programs could not occur until the second CPP
compliance period (2025) at the earliest.
For these reasons, we urge ARB staff to address all the changes necessary to make the California
Cap-and-Trade Program trading-ready under the CPP in this year’s rulemaking. Development of a
trading-ready state plan would continue California’s leadership in addressing climate change and
send a strong signal that California remains open to partnering with other states seeking to satisfy
the requirements of the CPP and pursue meaningful carbon reductions. As other states consider
their options for CPP compliance, opportunities for cooperation and the advantages of a broadly
linked market will be a central consideration. A trading-ready state plan would, as ARB suggested in
its 2014 comments to EPA, advance the role that the California Cap-and-Trade program could serve
as the catalyst for a well-designed market-based emission program throughout the West and
beyond.
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We look forward to working with ARB Staff to assure that the Cap-and-Trade program continues to
play a leadership role by developing a post-2020 program that advances the goals of the CPP and
integrates well with broader trading markets that may develop.

Thank you,

Stephen J. Wright, General Manager
Chelan County Public Utility District No. 1

Barbara McBride, Director Environmental Services
Calpine Corporation

Alex Jackson, Legal Director California Climate Project
Natural Resources Defense Council

Ray D. Williams, Director Energy Policy and Procurement
Pacific Gas and Electric Company

Clare Breidenich, GHG Committee Director
Western Power Trading Forum
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CC:

Mary Nichols, Chair
Steve Cliff, Senior Advisor
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California Independent Petroleum Association
1001 K Street, 6th Floor
Sacramento, CA 95814
Phone: (916) 447-1177
Fax: (916) 447-1144

Comments of the California Independent Petroleum Association
on the Proposed Amendments to the Mandatory Reporting Regulations
Presented at the February 24, 2016, Workshop

Patrick Gaffney
California Air Resources Board
1001 I Street
Sacramento, CA 95814

March 15, 2016
Via electronic submittal to: pgaffney@arb.ca.gov

The California Independent Petroleum Association (CIPA) appreciates the opportunity to submit the
following comments to the California Air Resources Board (CARB) for its consideration. These informal
comments reflect the high-level presentation of staff at the February 24, 2016 Mandatory Reporting
Regulation (MRR) workshop.
CIPA understands the importance of Monitoring, Reporting and Verification (MRV) to the Cap and Trade
Program, and would ask CARB to recognize that MRV requirements add cost and complexity to the
regulatory system that California’s oil producers must address on a daily, weekly and annual basis. The
proposed revisions to MRR have both general and specific impacts on the oil and gas industry, therefore
this opportunity to evaluate their impacts is important.
The mission of CIPA is to promote greater understanding and awareness of the unique nature of
California's independent oil and natural gas producers and the market place in which he or she operates;
highlight the economic contributions made by California independents to local, state and national
economies; foster the efficient utilization of California's petroleum resources; promote a balanced
approach to resource development and environmental protection and improve business conditions for
members of our industry. In-state petroleum production can play a role in helping the state meet its dual
goals of a strong statewide economy while reducing GHG emissions in California. We encourage CARB
to recognize that California oil and natural gas production is subject to the most stringent safety and
environmental standards, while energy imported from other countries is not produced in a manner that
meets California’s high standards.
CIPA and its members support CARB’s continued efforts to improve the existing MRR, especially as it
moves to the post-2020 timeframe. There were a variety of proposals at the workshop, many of which
were not presented with sufficient specificity to provide in-depth comments. CIPA looks forward to
additional details and proposed language being released for stakeholder comments with sufficient time to
comprehend their impacts and to sufficiently comment prior to the 45-day regulatory package.
However, there were suggested amendments that impact our industry directly. The comments below
respond to those proposals.
Verification Deadline
This proposal would have significant impacts on CIPA members, as well as verification bodies themselves.
Changing the verification deadline from September 1 to August 1 is not a minor change and will have an effect
throughout the reporting process.
At the workshop, staff stated that reporters and verifiers could use the time leading up to the verification
deadline more efficiently in an effort to encourage earlier report submittals. Our members believe that the
complexity and diversity associated with the oil and gas industry requires the maximum amount of time
afforded under the existing MRR. This is partially because the necessary interaction between verifiers,
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reporters and CARB staff as questions arise during the process require significant amounts of time. And lastly,
the petroleum industry is comprised of very complex facilities and processes. As such, the verification process
for these facilities is destined to take more time than for other types of facilities. Moving the deadline to
August 1 will increase the stress on all parties associated with completing this critical process. The increased
stress and shorter time frame will increase the likelihood of errors and adverse verification statements with the
attendant adverse consequences.
CIPA opposes changing the final verification deadline.
Modifying Applicability Threshold for Flaring Exemption
Staff has proposed to modify the applicability threshold to include oil and gas flaring emissions for abbreviated
reporters. First, it is not clear why CARB believes they need this data. However, in addition to the small
impact of requiring the estimated two oil and gas facilities that are already required to submit abbreviated
reports to include flaring emissions in those reports, this change would likely also require some facilities not
currently subject to reporting at all (i.e., less than 10,000 MT) to submit abbreviated reports.
CIPA is again concerned that this proposal singles out the smaller oil and gas producers for a more costly and
complex reporting scheme without any corresponding GHG reduction benefit.
Requirement for Facility Schematics
Staff has proposed to clarify requirements for GHG monitoring plans and require schematics for refineries and
oil and gas production facilities. Without exact language, it is not clear what exactly is being asked of industry,
nor was it clearly articulated why schematics are needed and in what level of detail. As this is a requirement
that would presumably impact all CIPA members, it is important to understand the breadth of the proposed
requirement, and any potential timing impacts.
CIPA recommends that staff share more detailed language such that it may be seen whether or not this
requirement is a one-time activity or whether the schematic must be kept current with every change in the
fields. CIPA is also concerned about the increasing cost and complexity of the MRR, especially without any
corresponding emission reduction benefit. This requirement adds to both cost and complexity. It is important
that CARB also establish a clear need for imposing any additional requirements. The devil will be in the
details, i.e., how much detail will need to be included in the schematics. The more detail required, the greater
the cost of creating and maintaining the schematics. And the additional cost is clearly not a one-time cost as
the schematics will quickly become useless if not maintained to reflect changes as they occur. CIPA is also
concerned these schematics are confidential business information.
CIPA recommends staff share with stakeholders both additional rationale as well as the actual language for
the proposed requirements.
Petroleum and Natural Gas System Clarifications
Staff proposed six clarifying changes to the sector reporting requirements. These range from “typographical”
to eliminating the option to use engineering estimates for flare gas and fuel gas quantification. CIPA is
supportive of regulatory clarifications and the removal of ambiguities, but additional details are needed prior to
our being able to make substantive comments. Oil and gas entity reporting is extremely complicated; any
changes made to requirements must have the specific language fully shared with stakeholders to ensure a
complete understanding of the issues. Even minor changes can impact CIPA members differently depending on
their size, complexity, age and diversity of their operations. We request that we have an opportunity to review
the specific changes prior to the release of the 45-day package to address CARB’s objectives in the most
efficient and cost-effective manner possible.
CIPA is concerned with the removal of the flexibility allowed by engineering estimates under the current MRR
and believes it to be an important flexibility provision that we prefer to retain. Staff noted that “most” entities
were already using other methods to quantify their fuel and flare gas. The fact that most entities have the
ability, or desire, to do something a certain way, doesn’t mean it should be required for all. Staff should
demonstrate that this change benefits the program and that it would not burden smaller operators with
additional costs. To remove this flexibility in the regulation would subject these parameters to the metering
accuracy and calibration requirements in 95103(k) of the MRR. This would increase the need to apply missing
data procedures, which simply replace an engineering estimate with a prescriptive estimate without improving
the accuracy of reported emissions. In addition, it increases the cost of compliance under the program.
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CIPA strongly recommends that, prior to 45-day regulatory language release, the actual language for these
implementation clarifications be available for public review and comment. CIPA is concerned with the removal
of quantification flexibility.
As this process moves forward, CIPA looks forward to continually working with you to improve its provisions.
Thank you for your attention to this important matter. Any questions or follow-up comments can be directed to
rock@cipa.org.
Sincerely,

Rock Zierman
CEO
cc:

Rajinder Sahota
Brieanne Aguila

316671643.1
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Western States Petroleum Association
Credible Solutions • Responsive Service • Since 1907
Catherine H. Reheis-Boyd
President

March 18, 2016
Ms. Rajinder Sahota
California Air Resources Board
1001 I Street
Sacramento, CA 95814
Re:

Comments on ARB-Proposed Cap &Trade Regulation Amendments to Align With Clean
Power Plan

Dear Ms. Sahota,
The Western States Petroleum Association (WSPA), representing 25 companies that explore for,
develop, refine, market and transport petroleum and petroleum products, appreciates this opportunity
to comment on ARB’s draft concepts for Cap & Trade amendments to implement USEPA’s Clean
Power Plan (CCP) regulations in California. Given the lack of detail provided during ARB’s February
24, 2016 public workshop, these comments are preliminary and will be supplemented as additional
information is released for public review and comment.
At the outset, WSPA would like to reiterate our previously stated concern that the timeframe for both
the Cap & Trade regulation amendments and the Scoping Plan Update are being artificially
compressed by ARB’s desire to meet USEPA’s CPP implementation timeline, despite the express
opportunity for an extension of the submittal deadline and the fact that the rule was recently stayed by
the U.S. Supreme Court. 1 As we noted in our February 29, 2016 comments on the economic analysis
for the Scoping Plan Update, adhering to ARB’s tentative schedule will inevitably forego opportunities
for meaningful stakeholder input, compromise the level, quality, and defensibility of supporting
analyses and documentation, and lead to poorly informed policy decisions. Such procedural
expediency also increases the likelihood of unintended outcomes that will undermine public and extrajurisdictional confidence in California’s climate programs and jeopardize the state’s ability to achieve
its long term climate goals.

1

The U.S. Supreme Court on February 9, 2016 issued a ruling in North Dakota vs. EPA et. al. to stay implementation of
the Clean Power Plan pending a decision by the U.S. Court of Appeals and final disposition of any appeal to the Supreme
Court. The timeframe for final disposition of this case is expected to extend well beyond EPA’s September 6, 2016 CPP
submittal “deadline”.
1415 L Street, Suite 600, Sacramento, California 95814
(916) 498-7752  Fax: (916) 444-5745  Cell: (916) 835-0450
cathy@wspa.org  www.wspa.org
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WSPA is not suggesting that ARB should walk away from the CPP planning process until the
litigation runs its course, only that it should take advantage of the opportunity for a more deliberative
rulemaking process. The Cap & Trade rulemaking and the Scoping Plan Update will chart the course
for the next few decades of California climate policy. Moreover, ARB and the Brown Administration
are positioning the state for unprecedented transformations in technology, infrastructure, economic
productivity and societal preferences. An effort of this magnitude requires much more thorough,
thoughtful and careful deliberation, and a more rigorous stakeholder engagement effort, than the
current schedule will allow. We respectfully request that ARB extend its tentative schedule for both
proceedings and announce that decision to the public as quickly as possible.
As the following comments indicate, we are also concerned that ARB’s proposed CPP implementation
concepts would serve to diminish compliance flexibility and increase compliance costs for all Cap &
Trade regulated entities, despite the fact that the vast majority of these entities are not subject to the
CPP rule. We maintain that this blunt instrument approach is neither equitable nor necessary to ensure
CPP compliance. However, if ARB believes this outcome is unavoidable, then it must at least develop
alternative mechanisms in the Cap & Trade regulation that restore the flexibility and cost containment
that would be sacrificed under the current conceptual proposals.
CPP Implementation Issues
Cap & Trade May Not be Necessary for CPP Compliance
As WSPA noted in our January 4, 2016 comments to ARB on development of the state’s proposed
compliance plan for USEPA’s CPP rule, it may not be necessary for ARB to submit the Cap & Trade
regulation to satisfy CPP requirements for a “state measures” approach. California’s recently enacted
50% Renewables Portfolio Standard (RPS) is one of the most stringent in the world. In addition, the
state invests over $1 billion per year in energy efficiency upgrades. Taken together, these two
measures alone may meet the federal requirements. WSPA reiterates our prior recommendation that
ARB model the GHG-reducing impacts of the more stringent RPS and energy efficiency programs to
determine if they are adequate to meet the CPP glide path and final targets as a simpler alternative to
including the Cap & Trade program in California’s CPP submittal.
California’s Cap & Trade program broadly covers 85% of the state’s economy, including numerous
sectors beyond the electricity sector that are not subject to the CPP rule. Flexibility is a key tenet of
the Cap & Trade program, making it the most cost-effective option for achieving GHG reductions.
However, the requirement for USEPA approval of all CPP state plans, including state measures plans,
means that submission of the Cap & Trade regulation or other AB 32 regulations to USEPA as part of
California’s CPP plan may decrease or eliminate California’s future flexibility to change its Cap &
Trade program based on market and economic indicators. The final CPP rule did not clarify whether a
state’s changes to measures in its approved state measures plan could be implemented prior to USEPA
approval of those changes. As a result, the state CPP plan could restrict California’s options in the
future by locking in place the version of the Cap & Trade regulation submitted to USEPA.

1415 L Street, Suite 600, Sacramento, California 95814
(916) 498-7752  Fax: (916) 444-5745  Cell: (916) 835-0450
cathy@wspa.org  www.wspa.org
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California must preserve all of its current options to develop GHG measures and change course over
the coming decades, since it is impossible to predict the optimal path to maximizing GHG reductions
in that timeframe. If ARB chooses to include the Cap & Trade program as part of a “state measures”
plan for implementing the CPP in California, it is important that the state be clear in its submittal to
USEPA that the Cap & Trade program is a state-only program and that the separate, federally
enforceable backstop measures are applicable only to CPP-regulated electricity generating units
(EGUs).
It is also important that ARB evaluate the cost-effectiveness of utilizing the Cap & Trade program as
the CPP compliance mechanism relative to the alternative approach described above, and that this
analysis be made available for stakeholder review and comment. Such analyses are essential to inform
least-cost policy decisions that defray the rapidly increasing cumulative cost of compliance with state
climate programs.
Backstop Design Should Be Limited Only to CPP Regulated Entities
It is not clear why ARB feels compelled to manage compliance risks for CPP-regulated EGUs at the
expense of entities not subject to the CPP. In fact, in the preamble to the regulation, USEPA asserts
that the federally enforceable emission standards should apply to the affected EGUs. 2
As currently proposed by ARB, the CPP backstop design would include a taking of allowances from
the Cap & Trade program. Regardless of whether the backstop is ultimately triggered, a set aside of
allowances from the pool available under the Cap will constrain the volume of allowances available to
all Cap & Trade regulated entities. This approach will diminish market liquidity during a period when
ARB seeks much more dramatic reductions in statewide GHG emissions and could contribute to
escalating compliance costs for all regulated entities.
Similarly, the concept of recharging the backstop pool from the Allowance Price Containment Reserve
(APCR) in the event that pool is depleted would be discriminatory toward non-CPP regulated entities
and is not appropriate. The APCR is a cost containment mechanism for all Cap & Trade -regulated
entities. It is not a slush fund of allowances to be allocated for the benefit of individual entities or
sectors at ARB’s discretion. These proposals should be eliminated from further consideration.
If, as ARB staff asserted during the February 24 public workshop, there is little likelihood of the
backstop being triggered (slide 33), then there is little risk to CPP regulated EGUs in limiting the
backstop only to that sector. Moreover, ARB offers no recommendations as to how it would make
other sectors whole for allowances sacrificed to the CPP backstop set aside, which would occur under
ARB’s proposal regardless of whether the backstop is actually triggered. 3
“…With a state measures approach, the plan must also include a contingent backstop of federally enforceable
emission standards for affected EGUs that fully meet the emission guidelines and that would be triggered if the plan
failed to achieve the required emission reductions on schedule. (FR page 64668)”
3
Slide 34 indicates that the set-aside pool of allowances would be “available only to CPP EGU’s.”
2
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ARB should investigate backstop designs that do not impact the overall market and sectors other than
those regulated by the CPP. As part of this process, we request that ARB convene stakeholder
workshops to discuss backstop options, including whether it is even necessary to use Cap & Trade as
the foundation for a state measures approach. The workshops should also explore the impact of
backstop options on the overall market and non-CPP regulated entities and how best to minimize or
mitigate those impacts.
Alignment with CPP Compliance Periods Should be Limited Only to CPP Regulated Entities
ARB is proposing to conform Cap & Trade compliance periods with the compliance periods
prescribed in the CPP regulation for all Cap & Trade-regulated entities in the post-2020 timeframe,
despite the fact that the vast majority of state-regulated entities are not subject to the CPP. With one
exception (period 3 - January 1, 2025 through December 31, 2027), this change would have the effect
of truncating all future Cap & Trade compliance periods by one year. This proposal is at cross
purposes with ARB’s decision to establish three-year compliance periods in the Cap & Trade
regulation to provide increased compliance flexibility and address price volatility that may be caused
by annual variations in sector emissions. 4 The reasons for including three-year timeframes in the
original regulation become even more relevant in the post-2020 timeframe wherein ARB envisions a
much more aggressive rate of GHG emissions reductions.
It is irrational to compel the vast majority of regulated entities to sacrifice compliance flexibility and
accept a greater risk of market volatility to level the playing field for a relative handful of CPPregulated entities. Moreover, while we appreciate that bifurcating compliance schedules between
CPP-regulated EGUs and all other sectors would add complexity to the Cap & Trade regulation, ARB
should not penalize all other regulated sectors for the primary purpose of reducing its own CPP
implementation burden. To the extent the CPP rule does not allow for deviation from the federal
compliance schedule, truncating compliance periods in the Cap & Trade regulation to align with CPP
requirements should be limited only to CPP-regulated EGUs.
Procedural Issues
ARB Should Minimize Reliance on Regulatory Guidance
WSPA observes a continuing, disturbing trend toward developing policy in guidance documents and
then codifying that policy through “clarifying” amendments to existing regulations. While this
concern is perhaps more apparent in ARB’s proposed amendments to the MRR regulation 5 than in the
CPP concepts for Cap & Trade, from our perspective the approach is becoming ingrained across
ARB’s climate regulatory programs. The guidance document development process is typically
4

Initial Statement of Reasons for the Proposed Cap and Trade Regulation, Section G6, Timing of Compliance Obligations,
page II-22, October 28, 2010.
5
ARB’s MRR slides note multiple areas where “clarification” is needed, including conversion methods, application of
default emission factors, reporting hydrogen sales data, reporting fuel deliveries, all of which are addressed to varying
degrees in ARB guidance documents.
1415 L Street, Suite 600, Sacramento, California 95814
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abbreviated and less accessible to stakeholders. ARB is under no obligation to respond to public
comments and the final guidance is rarely if ever presented to the Board for adoption. In addition, to
the extent certain proposed amendments are characterized as “clarification” of guidance, they can be
viewed as non-substantive amendments under the Administrative Procedures Act and this
interpretation can be used as a rationale for dismissing stakeholder comments. This process has the
appearance, if not the effect, of underground regulation.
We appreciate that guidance is sometimes necessary to address implementation issues that may arise in
between regulatory updates. However, for the reasons noted above it should be the exception, not the
rule. WSPA strongly encourages ARB to work proactively with stakeholders to anticipate potential
implementation problems and develop solutions that can be incorporated into the applicable regulation
through the formal rulemaking process.
ARB Should Provide More Detail Further in Advance of Public Workshops
ARB does not provide enough advance access to workshop materials, or sufficient detail supporting
draft policy concepts, to facilitate substantive stakeholder comments. The slide deck for the February
24 workshop was posted on the ARB website on February 23 and some of the concepts proposed for
CPP compliance beg questions that ARB was not prepared to answer. For example, ARB proposes to
use the Allowance Price Containment Reserve (APCR) as a second tier backstop for CPP-regulated
entities, but it has yet to define the structure and size of the APCR in the post-2020 period. ARB also
has yet to indicate whether it intends to carry any unused allowances from the pre-2020 time period
forward into a post-2020 APCR. Absent this kind of information, it is impossible to comment on the
feasibility of building the APCR into the CPP backstop.
WSPA recognizes the importance of engaging stakeholders in a dialogue on potential amendments
before commencing a formal rulemaking process. However, the value of that process will depend
upon the quality and clarity of information provided by ARB and the extent to which stakeholders
have the opportunity to reflect on it in advance of public workshops and meetings with ARB staff.
Two-Week Comment Periods Should be Extended
In the current round of regulatory updates ARB has relied almost exclusively on two week comment
periods. These are much too abbreviated to accommodate meaningful stakeholder input. While we
appreciate that ARB identifies deadlines as “informal” and has indicated a willingness to accept
comments on conceptual proposals after the deadline, ARB is under no obligation to respond to those
comments and this process offers no assurance that stakeholder comments will be given due
consideration in development of an actual regulatory proposal.
In light of the fact that ARB is not subject to impending federal deadlines or other mandates that
warrant a compressed schedule, it should extend all public comment timeframes to a minimum of 30
days. ARB should also consider 45-day comment periods where warranted by the complexity and
potential impact of the proposed changes.
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WSPA appreciates your consideration of our pre-regulatory comments. We look forward to the formal
rulemaking process and further information from ARB to better understand the potential impacts of
various CPP compliance strategies on Cap & Trade regulated facilities not subject to the CPP. We
also look forward to further clarity on how ARB would restore compliance flexibility and cost
containment for non-CPP facilities under a Cap & Trade/CPP compliance approach. If you have any
questions, please contact me at this office, or Tom Umenhofer of my staff at (805) 701-9142 or
tom@wspa.org.
Sincerely,

cc:

Edie Chang - ARB
Tom Umenhofer -WSPA

1415 L Street, Suite 600, Sacramento, California 95814
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March 18, 2016

Ms. Rajinder Sahota
Branch Chief, Cap-and-Trade Program
California Air Resources Board
1001 I Street
Sacramento, CA 95814
RE: Potential 2016 Amendments to Cap-and-Trade Regulation
Dear Ms. Sahota:
On behalf of the members of the California Council for Environmental and Economic
Balance (CCEEB), we thank the California Air Resources Board (ARB) for this
opportunity to comment on the proposed regulation for potential amendments to the Capand-Trade Program, Mandatory Reporting Rule (MRR), and integration or compliance
with the Clean Power Plan (CPP). CCEEB is a non-profit, non-partisan association of
business, labor, and public leaders, which advances balanced policies for a strong
economy and a healthy environment.
Clean Power Plan Timeline
CCEEB supports ARB developing a trading ready program for linkage with other states
to implement CPP. We also support appropriate revisions to the MRR and Cap-andTrade proceedings at this time. While working towards a consensus position within
CCEEB we discovered that some of the staff proposed ideas revealed additional
questions we believe could benefit from extra time and stakeholder engagement. With
important amendments needed for both existing policies, the complications of the Federal
overlay have clouded the process and are forcing stakeholders to move without
considering all the possible consequences.
Additionally, the Scoping Plan, SB 350 implementation, and post-2020 policies will
impact provisions of the Cap-and-Trade program which should be made separate from
the CPP compliance rulemaking. With the current stay of the CPP by the Supreme Court,
ARB has more time than currently planned to revise and implement its climate policy to
incorporate CPP. Using this time to develop a trading ready program at this time could
aid in eventual linkage with other states with or without implementation of the CPP.
CCEEB reaffirms our support of AB 32 and the Cap-and-Trade program but does have
concerns over rushing modifications to meet a changing deadline.
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Changes to Accommodate Implementation of the Clean Power Plan
CCEEB is concerned about a number of the items proposed in the February 2016 staff
whitepaper, “Addressing Clean Power Plan Compliance Through the Cap-and-Trade and
Mandatory Greenhouse Gas Emissions Reporting Regulations”.
First, CCEEB does not support the backstop measure proposed by staff. Setting aside 10
million allowances could impose a substantial burden on all market participants, not just
the affected electric generating units (EGUs). Without a better sense of the post-2020
cap decline, it is also difficult to determine the potential magnitude of the impact. This
approach could result in demanding emissions reductions from non-electric sector
entities.
Second, CCEEB worries that transitioning to two-year compliance periods could remove
some of the compliance flexibility that the existing system provides. Executing viable
procurement contracts for allowances and offsets is a time-consuming process.
Modifying the length of compliance periods could limit entities’ abilities to procure
sufficient compliance instruments and/or result in higher cost contracts. We ask that
ARB continue its dialogue with EPA and communicate that ensuring the continued
success of the Cap-and-Trade Program should be one of its top priorities.
Use of the Cap-and-Trade as a state measures plan would render parts of the program
federally enforceable. A market may at times need emergency corrections and State
Implementation Plan approval that a federally enforceable rule would require is a 9-12
month process. Additionally, CCEEB believes Title V implications need to be further
explored by staff and stakeholders before making such decisions. CCEEB believes that
staff should further explore the implications of changes to Title V permits.
Backstop Design
CCEEB does not believe that ARB’s proposed backstop design would fulfill the EPA
requirements for a backstop under the Clean Power Plan. As we understand it, the
backstop would be enacted when affected electric generating unit (EGU) emissions
exceed the CPP designated glide path by ten percent or fail to achieve the interim or final
goals. ARB is proposing to set aside a portion of the general cap and trade program
allowances and, when the back stop is triggered, EGUs would be required to purchase
these allowances. The allowanced to be purchased by each EGU would be proportional
to the actual emissions from that EGU. This proposed backstop design is unlikely to
conform to EPA requirements.
The CPP is clear that the backstop must consist of emission standards for EGUs and
emission standards must be set at such a level to meet the state’s emission goals. We do
not believe that ARB’s current backstop proposal would be deemed to constitute an
enforceable emission standard that assures EGU emissions achieve the CPP’s goals.
While it would exert pressure on the broader cap-and-trade market and should thereby
achieve additional reductions, it would not necessarily assure that EGU emissions
conform within the CPP’s goals.
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CCEEB is interested in working with ARB and other stakeholders to develop a more
feasible approach to implementing the backstop in the unlikely event it would be
triggered.
Verification Deadline/Declining Pool of Verifiers
While we understand ARB’s rationale in terms of supporting the Cap-and-Trade
allocation process, acceleration of the deadline poses several issues for compliance
covered entities and their verifiers. There may be substantial unintended consequences
from accelerating the deadline under these circumstances ranging from impacts to data
quality to increasing the risk of unintentional noncompliance due to lack of qualified
verifiers. To explore the issues and root causes and enhance the stakeholder process,
CCEEB would like work with the ARB to host a technical workshop to work through the
impacts the verification deadline change could bring, and other issues this proposal
brings forth.
CCEEB would like to better understand the reasons for the diminishing pool of verifiers.
The pool of ARB-accredited verifiers has declined annually since the MRR verifications
were first required in 2010. In 2015, 25 companies verified over 500 MRR reports. With
its proposal to advance the verification date to August 1st, ARB would further exacerbate
the present challenges associated with completing the verification process in a timely
manner. We are also concerned with the reduction in the pool of accredited verification
companies as there may be insufficient skilled personnel available to perform
verifications. ARB should explore ways to prevent further decline in the number of
verifiers and bring additional verification bodies into the program. We believe it would
be worthwhile if ARB invited some of the verifiers no longer in the market to provide
input to help understand why they made the decision to discontinue providing these
services. This information could help address the root cause of why companies are
leaving the California programs and make adjustments, as appropriate. ARB should also
reach out to the current pool of verifiers to hear their perspective on what changes might
be needed to ensure the feasibility of any modifications to the verification deadline.
Before considering changes to the verification deadline, CCEEB would like to discuss, in
a dedicated technical workshop, additional ways to streamline the verification process.
For example, we think staff should consider upgrades to software, timing of reporting
tool availability, extending the 6-year limit for verifiers, ARB and verifier issue
arbitration the release of guidance documents during the verification process, and how
certain decisions impact the MRR process.
Software upgrades to Cal-eGGRT system could ease the burden associated with reporting
and verification for entities reporting on behalf of multiple subsidiaries and affiliates.
This might include allowing for batch review and certification for multiple facilities,
removal of the redundant password request for each report certification, data loading
from the previous year’s report, elimination of duplicate reporting from the Subparts, and
the ability to upload one Excel sheet for gas-insulated switchgear (SF6) reporting for
multiple affiliates and subsidiaries.
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Additionally, covered entities have EPA reporting deadlines and even the earlier April
10th deadline that require resources to meet. These reporting deadlines coupled with the
earlier verification deadline compresses the schedule too much for all the intermediate
steps to occur without complication. With regard to EPA, unfortunately the reports are
not similar enough to benefit from concurrent data collection. CCEEB believes all
parties would benefit greatly from a technical working group to discuss this proposal
from all angles.
Standardized Regulatory Impact Assessment
CCEEB requests that ARB provide the Department of Finance with additional options
beyond a carbon fee and prescriptive regulations. There are a number of variations on
Cap-and-Trade that CCEEB and others have requested with the potential to lower the
costs of compliance that are known alternatives. These variations could be Cap-andTrade programs similar to RECLAIM or the US/EPA Acid Rain Program, or a program
where allowances are freely allocated. We believe consideration of an offset only
program is a known alternative worth analyzing. We are concerned that passing off a
carbon fee or prescriptive regulations has the appearance of simply “checking the box".
Conclusion
CCEEB thanks the ARB for considering our comments on the proposed amendments to
the Cap-and-Trade regulation, mandatory reporting regulation, and the clean power plan.
We represent a broad cross-section of the covered entities in California. As such,
CCEEB is in a position to represent diverse industry sectors and would like to assist ARB
in developing these ideas further.
CCEEB looks forward to playing an integral role in the future development and
operability of California’s Cap-and-Trade Program. Please contact me or Jackson R.
Gualco, Kendra Daijogo or Mikhael Skvarla, CCEEB’s governmental relations
representatives at The Gualco Group, Inc. at (916) 441-1392 should you have any
questions.
Thank you for considering our comments.
Sincerely,

GERALD D. SECUNDY
President
cc:

Honorable Chairman and Members of the Air Resources Board
Mr. Richard Corey
Ms. Edie Chang
Mr. Steve Cliff
Mr. Bill Quinn
Ms. Janet Whittick
The Gualco Group, Inc.
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Western States Petroleum Association
Credible Solutions • Responsive Service • Since 1907
Catherine H. Reheis-Boyd
President

March 17, 2016
Ms. Rajinder Sahota
California Air Resources Board
1001 I Street
Sacramento, CA 95814
Re:

WSPA comments on the ARB February 24, 2016 Workshop Presentation on Pre-regulatory
AB 32 Mandatory Reporting Regulation (MRR) Amendments.

Dear Ms. Sahota,
The Western States Petroleum Association (WSPA), representing 25 companies that explore for,
develop, refine, market and transport petroleum and petroleum products, appreciates this opportunity
to comment on the Air Resources Board (ARB) February 24, 2016 Workshop Presentation on Preregulatory AB 32 Mandatory Reporting Regulation (MRR) Amendments. WSPA is providing the
following comments in an effort to offer feedback during this pre-regulatory phase. This feedback
does not represent all comments WSPA may subsequently provide once it has had the opportunity to
examine the draft regulations. WSPA reserves the right to provide additional comments during the
notice and comment period once ARB releases its draft regulations and initiates formal rulemaking.
Proposed Earlier MRR Report Verification Milestone
ARB is proposing to move up the verification deadline of annual MRR reports by five (5) weeks.
WSPA is opposed to this change in the MRR schedule. This proposal to decrease the available time
for verification is unreasonable, because the September 1st deadline is already constrained and difficult
to manage, particularly for complex facilities. The time spent prior to site visits in June and July
includes: organization of backup data, providing information the verifiers require in preparation for the
verification, and internal coordination to ensure the site visit schedule works for the verifier and key
subject matter experts (SMEs). Qualified verifiers (in limited supply, particularly for refineries and oil
& gas facilities) are very busy reviewing initial data, understanding impacts of any guidance/tool
changes, requesting and assessing additional information from facilities, developing site verification
plans, and coordinating the schedules of their personnel with the schedules of their customers.
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Often, ARB makes changes to guidance or MRR tools in March and April so that neither of these
months is available for set up or data organization for verification. After the site visit, additional time
is required for follow-up and SME discussions, as well as ARB and verifier exchanges. Furthermore,
preparation of USEPA reporting is also conducted during the February and March timeframe.
Although there are similarities between USEPA and ARB reporting, these efforts do not perfectly
align with ARB MRR reporting and require separate, detailed scrutiny.
WSPA believes that moving up of the verification deadline shortchanges both the facilities and
verifiers. It also could negatively impact the data review process by increasing the potential for
inadvertent noncompliance. At a minimum, more discussion with stakeholders and ARB is needed in
this pre-regulatory phase to review all the steps in the reporting and verification process with a focus
on looking for ways to improve efficiency and efficacy. Alternatively if ARB continues to feel that
this change in verification schedule is necessary, WSPA proposes that ARB reduce the intensity of
verification (i.e., follow the less intensive verification protocols) or utilize a tiered verification
approach where smaller facilities and/or less intensive verification deadlines are moved up to August
1st while larger facilities and/or more intensive verifications are kept at September 1st.
WSPA also requests that ARB minimize auditing or “re-verification” of what the verifiers have
completed. This would improve the efficiency of ARB’s processes following the September 1st
submittal deadline.
Requirements for Schematics for Oil & Gas Production and Refineries
ARB is proposing the inclusion of detailed process flow diagrams in the monitoring plans. WSPA is
opposed to this unwarranted requirement for the following reasons:
•

There are many details on existing diagrams that are not needed for either MRR verification or
Cap & Trade (C&T) compliance, and may be confidential data.

•

There is no value in constantly updating the monitoring plans to accommodate this proposed
requirement.

If ARB is insistent upon requiring a flow diagram, the scope of the diagram should be consistent with
that provided for the Energy Efficiency and Co-Benefits Assessments (i.e., a schematic representation
of the facility which identifies the processes or systems within the facility).
Default Conversion Factor for Methane in Onshore Petroleum and Natural Gas Production and
Natural Gas Distribution Combustion Emissions
The current applicable MRR language for this default factor in Equations 35 and 36 is:
“Ƞ = Fraction of gas combusted for portable and stationary equipment determined using an
engineering estimation. For internal combustion devices, a default of 0.995 can be used.”
1415 L Street, Suite 600, Sacramento, California 95814
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Setting the default internal combustion conversion factor of 0.995 is technically unsound and is not
supported by air pollution research. Inserting this proposed default at 0.995 not only assumes an
unreasonably low combustion efficiency (one that is associated with open systems and not those found
in the oil & gas industry), but it also mischaracterizes the remaining emission as 100% methane. AP42, a guidance widely used in the air pollution field (including air districts and ARB) provides a factor
of 99.9% for conversion to CO2 in heaters and boilers. AP-42 uses the conversion factor to estimate
CO2 emissions and not to estimate CH4 emissions as proposed by ARB. In addition, AP-42 goes
further to clarify that the remainder of the un-combusted material is not 100% methane. AP-42
calculates CH4 emissions by “subtracting the VOC and ethane emission factors from the TOC
emission factor.” The AP-42 data shows that less than 10% of the methane that is not converted to
CO2 remains as methane. The rest is converted to other compounds such as VOC, PM, and ethane.
Based on the factors in AP-42 Table 1.4-2 for natural gas combustion, the amount of methane passthrough is approximately 0.005%, which is 100 times lower than the default value of 0.5%
proposed by ARB. Further, USEPA’s Technology Transfer Network Clearinghouse for Inventories
and Emission Factors includes results from 26 individual sources tests for methane emissions,
covering a variety of heater and boiler types and operating conditions. Every source test shows
methane conversion to be greater than 99.99% (pass through less than 0.01%), and 21 of the 26 show
methane conversions of greater the 99.995% (pass through less than 0.005%). The data in AP-42,
Table 3.1-2a for turbines also correspond to methane conversion much greater than the proposed
default value: 99.992% conversion and 0.008% methane pass through in this case. Thus by making
the proposed change, the situation is created where gross overestimates of impacts will result when no
new emissions have occurred. WSPA believes that the current MRR language is appropriate and
recommends that it not be modified.
Elimination of Refinery Product Reporting
WSPA supports elimination of unnecessary reporting requirements. ARB’s proposal to consolidate
rather than remove the requirement for finished refinery products is no longer appropriate.
Starting in 2016, ARB will no longer use finished products for allocation. Similarly, primary refinery
products are not used for allowance allocation or fee assessment purposes. ARB’s original argument
for continuing to collect this data was to satisfy a research need to study the differences between larger
and smaller facilities. As these requirements have been in place for several reporting cycles, ARB
should have sufficient data in hand to satisfy its research objectives. Moving into the third compliance
period, it is inappropriate to continue subjecting reporting entities to potential enforcement actions for
discrepancies in data that have absolutely nothing to do with emissions or allowance allocation.
Accordingly, WSPA proposes that product (both finished product and primary refinery product)
reporting be removed from MRR.
For similar reasons, we also support removal of atomic hydrogen and energy intensity index reporting
requirements. As we have stated in previous correspondence, any additional data sought by ARB
1415 L Street, Suite 600, Sacramento, California 95814
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should be clearly justified, the intended use of the data should be disclosed, and the data should be
gathered by non-regulatory means (i.e., a one-time survey).
Fuel Export Reporting Requirements
ARB’s reason for requiring fuel export data (as stated in the February 24, 2016 Workshop) is to “trueup” the data needed for the C&T program. As the C&T program only operates within California
borders, it is not clear how data for volumes of fuels sold outside the State would help their “true-up”
process. Reporting entities already provide the volumes of fuels sold within the State. ARB can
verify that fuels sold in the State are consistent with records held by California Board of Equalization
(BOE). However, exported fuels, marine fuels, and aviation fuels are not regulated under the C&T
program and, thus, have no place in ARB’s database. These reporting requirements should be
eliminated along with any other reporting requirements for products which are exempt from the C&T
program. The proposed reporting creates additional work for both fuel providers and ARB that is not
germane to the existing regulatory requirements. Finally, data on fuels exported from California is
proprietary, competitively business sensitive information. The proposed requirement puts additional
confidential data at risk of disclosure and creates unnecessary reporting complexity.
Meter Accuracy Demonstration
WSPA recommends that ARB simplify the requirements by removing the “once a compliance period”
language. The timing of compliance periods has no technical relevance to meter accuracy. A more
flexible 2.5-year to 4-year period should be allowed instead of defaulting to a straight 3-year
requirement. Some operators have equipment with a 3-5 year turnaround schedule (e.g., boiler
inspection requirements). Depending on what is considered the date of inspection, situations could
occur where an operator would need to postpone additional meter accuracy demonstrations a few
months to meet the 3-year turnaround cycle. Allowing 4 years would also reduce the postponement
timeframe for meters on 5-year turnaround cycles.
Further, removing the requirement to calibrate or postpone “once within a three year compliance
period” would help lessen the burden and simplify the tracking of calibration due dates. A 3-year
calibration frequency would increase the number of postponements that need to be submitted. In
addition to the sheer volume of meters that need to be postponed at a complex facility, the proposed
method to demonstrate accuracy that an operator must provide in the postponement request makes the
process difficult and time-consuming. ARB is also proposing that operators include more detailed
information in the postponement requests regarding the accuracy demonstration. WSPA is concerned
that ARB could reject a postponement request, even years after it was made, due to “incompleteness”.
We request that ARB amend its guidance to indicate that it will provide notice of incompleteness
within 30 days of application receipt.
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Impartiality Provisions
ARB is considering requiring conflict of interest (COI) risk consulting services in the assessment of
the 6-year time limit on providing verification services to the same reporting entity. Currently, MRR
section 95130(a)(2) describes a six-consecutive-year limit for verification personnel working with the
same facility. MRR section 95133(g) discusses monitoring conflict of interest situations during the
verification and notification requirements for emerging COI issues during and for one year after
verification services have been provided. Under MRR section 95133(g)(3)(A), it is stated that if those
conflict of interest risks can be mitigated, then the verifier(s) can continue to provide verification
services. If those risks cannot be mitigated [per MRR section 95133(g)(3)(B)], then verification
services will not continue and may be subject to suspension or revocation of accreditation under MRR
section 95132(d). As existing regulatory language appears to address COI, WSPA believes that
additional changes are not necessary. Notwithstanding this position, WSPA also requests that ARB
clarify the statement “consequences for emerging potential conflict of interest during and up to one
year after verification services” as ARB’s intention for suggesting the COI language revision is not
apparent (i.e., meant to address verifiers only or to be extended to facilities).
Additional MRR Cleanup Recommendations
In reviewing ARB’s additional MRR cleanup recommendations, WSPA has the following comments
and additions:
•

For changes in the regulation that affect data collection and reporting for purposes of
compliance or record-keeping, WSPA believes that such provisions should only apply to data
collected and reports submitted during the calendar year following the effective date of the
regulation.

•

WSPA supports ARB’s proposal to exempt recycle feed to isomerization units (from the
requirement to report only fresh feed).

•

WSPA also supports removal of the requirement to disclose information about the purchaser
and destination for hydrogen sales.

•

WSPA requests an enhancement to Cal e-GRRT to include out of range/QC checks of forms
that have been added to EPA e-GRRT in recent years.

•

WSPA supports the addition of missing data procedures (MDP) to process flow data captured
and utilized for calculating a facility’s Complexity Weighted Barrel (CWB). Monitoring,
recording and calculating CWB in a refinery utilizes the same types of in-field flow meters,
transmitters, and data acquisition and handing systems (DAHS) as those used for calculating
GHG emissions where MDP are already provided for.
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In addition, similar procedures for the design, configuration, and routine calibration and
maintenance are expected for both CWB and Emissions monitoring instruments, with the same
degree of accuracy expected from them. As such, it is reasonable to assume similar use of
missing data procedures should be allowed for CWB-related monitoring equipment.
WSPA appreciates your consideration of our comments, and we look forward to reviewing the
proposed regulatory language. If you have any questions, please contact me at this office, or Tom
Umenhofer of my staff at (805) 701-9142 or tom@wspa.org.
Sincerely,

cc:

Edie Chang – ARB
Tom Umenhofer – WSPA
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Comments of the Western Power Trading Forum on Possible
Amendments to the Cap and Trade Program
March 17, 2016

Clare Breidenich
WPTF GHG Committee Director
Email: cbreidenich@aciem.us
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Introduction
The Western Power Trading Forum1 (WPTF) welcomes the opportunity to provide input to the
California Air Resources Board (CARB) on its consideration of possible amendments to the Cap and
Trade program necessary for California’s compliance with the Clean Power Plan (CPP). Our
comments below address the following issues relating to amendment of the cap and trade program
discussed in the Staff White Paper and February 24th Workshop:





Development of a Trading-Ready State Plan
Compliance periods after 2020
Backstop Design
The CPP glide path

WPTF does not provide specific comments on potential changes to the treatment of electricity
imports, but reiterates our earlier comment that the implications of the California Independent
System Operator (CAISO) Energy Imbalance Market’s expansion and transformation of the CAISO to
a regional organization also merit careful consideration. We look forward to discussing these issues
once Staff provides information regarding their ongoing consultations with CAISO staff on these
matters.
CARB Should Aim to Develop a “Trading-Ready” CPP Compliance Plan
As WPTF has have previously stated, linked allowance trading programs throughout the west and
nationally would have significant advantages in terms of delivering long-term emission reductions
and ensuring a common and consistent carbon price signal for generator dispatch and investment.
Linked programs eliminates the potential for emissions leakage in the electricity sector across state
lines and thus the need to account for electricity imports. Further, linkage of western states
programs would align with and support efforts to improve the efficiency of the electric grid through
regionalization of the CAISO.
WPTF is concerned that Staff does not intend to pursue a trading-ready state compliance plan at
this point, nor to make changes to the cap and trade program that would enable the state plan to be
considered trading-ready. Rather, additional changes to the cap and trade program design to make
the program trading-ready, specifically changes to address the “allowance import/export
adjustment” would be considered only at such a time that CARB engages in formal discussion to link
the California program to another state CPP allowance trading program.
Staff’s approach would mean that if and when CARB considers linking with other states, CARB
would need to formally revise the cap and trade regulation, not only to approve use of allowances
for other states, but also more substantive changes to account for allowance transfers with other
WPTF is a diverse organization comprising power marketers, generators, investment banks, public utilities
and energy service providers, whose common interest is the development of competitive electricity markets in
the West. WPTF has over 80 members participating in power markets within the WCI member states and
provinces, as well as other markets across the United States.
1
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states. California’s revised state plan would then need to be submitted to EPA for consideration and
approval. The time required for these procedural requirements suggest that linkage to other state
CPP programs could not occur until the second CPP compliance period (2025) at the earliest.
Rather than unnecessarily delaying opportunities to link with other CPP state allowance trading
programs, WPTF urges CARB to make modifications to the cap and trade program now that would
enable California’s CPP state plan to be considered trading-ready by EPA upon approval. Such
modifications and trading-ready status would not prejudice a decision on whether to link with
other states -- this decision would occur though formal consideration of linkage as per SB1018 -but it would reduce or eliminate the need for substantive revision and approval of the plan by EPA
in the event that such linkage is pursued. Approval of linkage to some or all CPP trading-ready
states might require resubmission and approval of program to EPA, but this approval process
would likely be simpler and faster than an approval process for substantive program changes that
would be needed if California does not design the program as trading-ready from the start.
The additional changes for the cap and trade program to make the program trading-ready and
additional requirements for the state plan submission are modest relative to those already
necessitated by a multi-sector trading program under a state measures approach:






2
3

Demonstration in state plan submission that the state’s mass-based goal will be achieved
considering the emission allowance links with other programs2 ARB and the California Energy
Agencies are already undertaking modeling necessary to demonstrate that California’s state
measures approach will achieve the states CPP goals. The only additional piece necessary is
consideration of allowance prices and potential transfers with other states. Given that
California allowance prices post 2020 are likely to be significantly higher than those in
other CPP states in the absence of linking, the risk that California will be a net exporter of
allowances is extremely low. Thus, demonstration that California will be able to achieve its
CPP goals with linkage should be straightforward.
Inclusion of the allowance import/export adjustment in the backstop trigger and in CPP
performance period reports3 Adoption of a state measure approach in and of itself requires
inclusion of a backstop standards for Electric Generating Units (EGUs) and corresponding
triggers in the cap and trade program, plus submission of state performance period reports
that demonstrate that aggregate emissions of EGUs have achieved the state mass goal. To
be trading-ready, the backstop trigger and performance period reports would additionally
need only to include a net import/export adjustment to aggregate EGU emissions. This
would require a simple arithmetic step to add a single variable (the import/export
adjustment). In the event that California does not approve any linkage to other CPP
programs, the value of this variable would be zero.
Potential modification of CITSS The CPP requires that states that adopt an allowance trading
program use an EPA-approved or EPA-operated allowance tracking system. While it is likely
that CITSS already meets EPA standards for security, interoperability, etc., some
modifications may be necessary to enable implementation of the backstop. Specifically, if
the backstop were triggered, CITTS (and market participants) would need to distinguish
between the backstop allowances, other California-issued allowances, and allowances
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issued by the linked Canadian provinces4. These modifications would also support making
the program trading-ready, because allowances issued by the linked Canadian provinces
would not be eligible for use by entities in an electricity-only CPP allowance trading state.
For these reason, WPTF urges CARB to build the architecture necessary to make the state plan
trading-ready upon approval by EPA into the cap and trade program now.
Compliance Periods
Staff propose setting the post 2020 compliance periods to end in 2024, 2027, 2029 and thereafter
every two years to align with the CPP. WPTF supports this proposal. We note that potential
expansion of the carbon market via linkage to other CPP programs would more than compensate
for any loss of compliance flexibility caused by going from three to two-year compliance periods.
Backstop design
Staff have proposed a design for the program backstop that would kick-in in the event that
aggregate EGU emissions exceed the CPP glide path. As we understand the proposal, CARB would
set-aside a quantity of allowances from within the broad program cap. In the event that the
backstop is triggered, EGUs would be required to purchase allowances from this pool to cover any
emissions in excess of CPP goals. The quantity of allowances to be purchased by each EGU would be
proportional to that entity’s share of aggregate EGU emissions.
WPTF is concerned that the backstop design proposal does not conform with EPA requirements
because it would not guarantee achievement of CPP emission targets. Rather, the proposed
backstop would act as a price mechanism – it would increase the costs to EGUs by requiring them to
purchase additional allowances, but it would not actually limit and decrease the quantity of
allowances available to EGUs. It would therefore not guarantee achievement of the CPP emission
goals.
The CPP is clear that the backstop must consist of emission standards for EGUs and that emission
standards must be set at such a level to meet the state’s emission goals and make up for any
emission performance shortfall that occurs prior to triggering of the backstop5. Under a multisector trading program, the only backstop design that would meet these requirements would be to
sever the electricity sector from other covered sectors. This would in effect result in two separate
cap and trade programs – one for EGUs that could maintain any linkage with other CPP states and
one for other sectors that would maintain linkages to the Canadian provinces.
We recognize that such an outcome would be extremely disruptive to the program and the carbon
market, but do not believe that the CPP provides any flexibility on design. Although it is extremely
unlikely that the backstop would ever be triggered, CARB should do everything in its power to
ensure that it never occurs. A key step in this regard would be to establish CPP performance period
targets in state plan at the maximum level allowed by EPA, i.e. at the level of California’s interim and
final CPP goals plus the new source complement. Setting the performance period targets at these
levels will minimize the risk of the backstop ever being triggered.

4
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WPTF recommends that CARB incorporate the following provisions into the cap and trade
regulation for the backstop.






Backstop targets: The regulation should establish separate emission targets for EGUs in
aggregate and all other covered sectors collectively for the years 2022 and beyond. These
targets would have no effect until and unless the backstop is triggered.
o EGU targets: The aggregate EGU targets should be set at a level that is consistent
with state GHG goals and projected electricity sector emissions under a high-growth
scenario.
o Non-EGU targets: The regulation would also establish emission targets for all other
non-EGU covered sectors collectively.
Target adjustments for excess emissions. The regulation would include provisions to adjust
the EGU targets if the backstop is triggered by excess emissions. These provisions should
account for any import/export adjustments.
o Excess emissions = Total EGU emissions over CPP performance period + net
allowance import/export adjustment6 - CPP performance period target
o Adjusted EGU target for year = EGU target for year – (excess emissions/years
remaining until 20307).
Allowance distribution and use: If the backstop is triggered, program rules for allocation and
retirement of allowances for compliance must distinguish between allowances issued under
the EGU target and allowances issued under multi-sector targets.
o EGUs must retire California EGU allowances or allowances issued from other linked
CPP program for compliance. Use of offsets, allowances banked prior to the
backstop, Price Containment Reserve allowances or California non-EGU allowances
would be prohibited.
o Covered entities in non-EGU sectors would be prohibited from using EGU
allowances and CPP allowances from other program for compliance, but could use
all other compliance instruments, including offsets and allowances from linked
Canadian provinces.

Glide path
Staff have proposed using the CPP’s 2030 emission target as the emission target for all performance
periods under the CPP (i.e. a flat emission glide path) using the final performance period limit for all
years. WPTF opposes this proposal because it unnecessarily increases the risk, albeit slightly, of
triggering the program backstop. Instead, WPTF recommends that CARB set the interim and final
targets at the levels set by EPA with the new source complement. Since EGUs emission levels will
determined by California’s state goals and policies, rather than the CPP, such an approach would
not undermine environmental integrity in any way.

The net import/export adjustment value would be zero if California does not approve linkage to other CPP
states
7 This adjustment enables EGUs to make up any excess over the remaining years of the CPP performance
periods, rather than in a single year.
6
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First Name: Lara
Last Name: Gertler
Email Address: lgertler@algcorp.com
Phone Number: 805-764-6014
Affiliation: Ashworth Leininger Group
Subject: Concern about Proposed Verification Deadline
Comment:
Thank you for the opportunity to submit comments on the recent
workshop regarding proposed amendments to the MRR and cap-and-trade
rules. In short, under the the proposed deadline, it would be very
challenging to provide quality verification services.
First, regarding the June 1 reporting deadline for EPEs, I do not
feel that there is enough time between June 1 and the proposed
August 1 verification deadline to adequately verify Electric Power
Entities (EPEs) reports. Rajinder indicated that EPEs could always
submit earlier and start the verification earlier. While that is
true, presumably there is a reason why the EPE reports were due so
late, e.g., data not being available earlier in the year. I recall
that many do not have RECs retired until sometime in July. I
imagine you are working on this aspect of things. I am simply
concerned that while some will submit early, perhaps many EPEs
cannot or will not, and that would not leave an adequate amount of
time to do a good verification, and in fact may make it difficult
for a reporter to find a verifier willing to take on the
verification on that schedule.
On a practical level, one thing that CARB should be aware of is
that it is often very difficult to get quick turnaround from
reporters on answering questions in June and July. Extremely
difficult. Invariably, several key staff members are on vacation
for a week or two at a time each. I realize the hope is that this
would change if the regulatory deadline were moved, but the
practical realities should be taken into account, to foresee and
avoid the potential problems with a rule change.
Following up on Rajinder’s discussion of the procedure on CARB’s
end after verifications are submitted, CARB might consider running
its QA/QC routines on the reports as soon as they are submitted,
rather than waiting until after the verification. That would be
helpful to all parties, and that way any “red flags” can be passed
along to the verifiers at the beginning of the process to
investigate, rather than waiting to catch problems afterward.
I would recommend staggering the site visit requirement in the
regulation so that not every facility is required to have a site
visit in the first year of the compliance period. That adds yet
another time pressure to the system, which would make it difficult
to handle an August 1 deadline in those years. Perhaps you could
allow the site visit to be delayed by a year or two if the reporter
is using the same VB as previous years, and that VB has already
performed a site visit. Or allow site visits before the report is
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submitted.
You may want to add a provision to allow exemptions from the site
visit requirement with approval from CARB. While the site visit is
valuable, or even essential, for some facilities, for others it it
pretty pointless. Most notably, for some electricity
importers/exporters and transportation fuel suppliers, the critical
verification activity is reviewing databases and contracts, and
there is nothing that is done onsite that could not be done just as
effectively via phone or computer conference (for example, using
GoToMeeting to allow the reporter to demonstrate the data system).
Often these entities are based out of state as well, which
needlessly inflates the expense of the verification to the
reporter.
If you’d like to streamline the verification timeline, I would
strongly suggest that CARB carefully consider and prioritize the
reported data to focus and limit the scope of the verifications to
certain types of data that are absolutely critical. The scope and
work load has grown quite a bit over the course of the program,
from basically just checking the accuracy and precision of data
directly associated with the emissions at first, to now checking
essentially every data point submitted. Is all of that really
necessary? If so, that’s fine, but recognize that it takes time and
effort. To achieve a quicker schedule, a more limited verification
scope would seem to be a reasonable trade-off.
Also, I would note that the single most frustrating element of the
verification process in our experience, both for the verifiers and
the reporters, is the requirement that every correctable error be
corrected. Because of that, our Issues Logs are often littered with
lots of very minor errors that have absolutely no consequences with
respect to the report. And these both frustrate (and frankly,
sometimes infuriate) the reporters and divert the focus from the
important issues that need to be addressed. Follow-up on these
super-minor issues eat up an disproportionate time of the
verification. It kind of goes to the comment that one gentleman
made in the meeting that 1% of the verification takes a large
portion of the time. I understand that CARB desires error-free
reports, but there should be a reasonable threshold for requiring
action, below which correction is not required. Where should that
threshold be set? I don’t know, but any threshold would be better
than the absolute that is now in place. Again, I think
prioritization is in order, if the schedule is to be compressed.
Thanks as always for your hard work and consideration. I look
forward to future workshops on the matter.
Regards,
Lara
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LRQA
Lloyd’s Register Quality Assurance, Inc.
1330 Enclave Parkway, Suite 200
Houston, TX 77077
United States

March 11, 2016
California Air Resources Board
1001 "I" Street
Sacramento, CA 95814
Dear CARB staff,
LRQA is concerned with the proposed change in the Regulation for the Mandatory Reporting of
Greenhouse Gas Emissions which would move the verification deadline from September 1 to
August 1. Much of the scheduling for our business outside of ARB work has been structured
around the September 1 deadline. A change to August 1 would have a significant impact on the
number of verification projects (both ARB and other voluntary programs) we would be able to
perform in a given year with adverse effects on our bottom line.
Your analysis results stating verification bodies can more effectively use their time leading up to
the verification deadline does not apply to LRQA’s situation. With the balance of the schedules
for various programs we work in, your suggestion that a more effective use of time with a shift to
starting the verification cycle earlier would not alleviate the adverse effects on our business.
If there is an internal need for ARB schedule adjustments, we strongly encourage you to
consider either a one or two week change rather than an entire month.
Sincerely,

Derek Markolf
Americas Technical Manager Climate Change

Improving performance, reducing risk



Lloyd’s Register and variants of it are trading names of Lloyd’s Register Group Limited, its subsidiaries and affiliates. Lloyd’s Register Quality Assurance,
Inc. is a Delaware USA corporation and a subsidiary of Lloyd’s Register Group Limited.
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First Name: Erik
Last Name: Feldman
Email Address: efeldman@rinconconsultants.com
Phone Number:
Affiliation: Rincon Consultants, Inc
Subject: Amendments to mandatory Reporting Regulation
Comment:
General Revisions(2)
Require schematics for refineries and oil and gas production
facilities
Schematics, in general, provide important information and lead to a
better understanding the complex operations at refineries and oil
and gas production facilities. Requiring schematics can
significantly improve a verifiers understanding of a facilities
operation and would assist in the development of appropriate
Verification and Sampling Plans.
Verification (1)
Change verification deadline from September 1 to August 1
We believe the verification deadline of September 1 is important to
give the verifier sufficient time to conduct the analysis necessary
develop appropriate verification and sampling plans and complete
thorough facility evaluations and data checks. While we believe
the suggested verification streamlining processes are positive
suggestions that will help the overall verification process, we do
not believe they provide sufficient streamlining to the
verification process to justify shortening of the verification
deadline by an entire month.
The areas that represent the largest
time sinks in the verification process are generally related to
expanded data sampling, additional data collection, and revisions
to reports based on identified non conformances. In our experience
many facilities have large teams responsible for the facility
operations, data collection, and reporting and significant time is
necessary for the scheduling and collaboration necessary complete
the site visits, data gathering and report revisions. Shortening
the season and changing the deadline from September 1 to August 1
may limit the verification process by affecting the quality of the
service and accuracy of data.
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To:

California Air Resource Board

From:

N. Ross Buckenham, California Bioenergy LLC (“CalBio”)

Date:

March 11, 2016

Subject:

Comments Re: 2016 Cap and Trade Regulation Amendments to the application of
“regulatory compliance” requirements

Thank you for the opportunity to submit comments related to CARB’s 2016 Cap and Trade
Regulation Amendments. As a project developer focused on working with dairies to build and
operate methane capture from manure digesters we offer comments focused on the offset program.
CalBio supports the work of ARB to ensure that offset projects meet local, regional and
national environmental and health and safety laws, however we believe the current requirements
for regulatory compliance create a significant barrier to the much needed development and
deployment of anaerobic digesters. We offer these suggestions to assist the ARB to achieve its
goal of having 200 dairy digesters installed on California’s largest dairies over the next several
years as a key component in reducing California’s short lived climate pollutants.
We strongly suggest three adjustments to ARB’s offset program regulations, which will
substantially encourage the deployment of environmentally beneficial digester projects.
1. For livestock protocol projects the “directly applicable” regulatory compliance envelope
should relate only to the methane capture and destruction operations (“Project Activities”).

Regulatory violations impact issuance of ARB offset credits if they are caused by activities
directly applicable to Project Activities.
For dairy anaerobic digester projects, we believe it would be a mistake for “Project
Activities” to be broadly interpreted to cover the dairy farm operations (e.g. the milking parlor,
the free-stall operations, calf growing, silage and corn farming, manure collection and manure
disposal amongst other operations) PLUS the methane collection and destruction operations.
We build, own, operate and raise capital to install methane mitigation projects on dairies.
Often a new entity is established bringing in the investors, lenders and developer to build and
operate the methane capture project, and this company has no control over dairy operations. The
project costs are very high and the future value of the CCOs or the LCFS credits is a critical
element in the project’s financing.
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The regulatory risk of something outside the control of the project operator and outside the
project activity boundary causing loss of carbon offset credits or preventing an annual verification
from occurring is too significant for any lender, investor or developer to accept.
To support the financing and adoption of anaerobic digesters on dairy farms we recommend
the California Air Resource Board specify a definition for the “Project Activities” to be those
incremental activities added to the dairy solely for the purpose of collecting and destroying the
fugitive methane.
2. Limit a violation of environmental regulatory compliance to those enforcement actions that
are a result of material adverse environmental impacts.

Only violations which result in material adverse environmental impacts should result in
denial of otherwise properly verified ARB offset credits. Administrative violations and violations
which do not result in material adverse environmental impacts should not prevent issuance of ARB
offset credits
The offset program should give the California Air Resource Board the flexibility to
determine which enforcement actions are both material and result in an adverse environmental
impact. Only those enforcement actions with material adverse impacts should trigger a violation
of regulatory compliance. Material issues must be treated differently than minor administrative
violations.
We understand the local air, water and county regulatory agencies issue notices of violation
that they generally consider, if addressed in a timely fashion with fines paid, not to be examples
of material regulatory violations. We would ask ARB to discuss this matter with its own
enforcement officers at the air district level for confirmation.
3. Allow for temporal flexibility to only eliminate only those credits that are generated during
the actual violation, not all those generate throughout the reporting period.

Additional temporal flexibility is sorely needed. As outlined in Section 95973(b), the
entire Reporting Period is ineligible to generate credits if a violation of regulatory compliance
occurs at any point throughout the reporting period. Eliminating an entire reporting period results
in a significant reduction in revenue to these already financially marginal projects dependent on
the greenhouse gas benefits.
We suggest that for the period of a violation with a material adverse environmental impact
to the project exclude credits created for that same period in which the violation is active. For
example, a violation that occurs and is remedied within one month should result in the elimination
of any credits for that one-month period or fraction thereof, not for the entire reporting period,
typically a year.
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Thank you for your consideration of these suggestions on how to improve the offset program.
Sincerely,

N. Ross
Buckenham
CEO
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TO:	
  
	
  
	
  
FR:	
  
	
  
	
  
DATE:	
  
	
  
RE:	
  

	
  
The	
  Honorable	
  Mary	
  Nichols,	
  Chair	
  
California	
  Air	
  Resources	
  Board	
  
Climate	
  Change	
  Policy	
  Coalition	
  
Formerly	
  the	
  AB	
  32	
  Implementation	
  Group	
  
March	
  11,	
  2016	
  
	
  Climate	
  Change	
  Policy	
  Coalition	
  Comments	
  -‐-‐	
  California	
  Air	
  
Resources	
  2016	
  Amendments	
  to	
  the	
  Mandatory	
  Reporting	
  and	
  
Cap-‐and-‐Trade	
  Regulations	
  for	
  Alignment	
  with	
  U.S.	
  EPA	
  Clean	
  
Power	
  Plan	
  	
  

	
  

	
  

The	
  Climate	
  Change	
  Policy	
  Coalition	
  (CCPC)	
  [formerly	
  the	
  AB	
  32	
  
Implementation	
  Group]	
  includes	
  industry	
  and	
  taxpayer	
  organizations	
  
advocating	
  for	
  policies	
  to	
  reach	
  AB	
  32	
  greenhouse	
  gas	
  (GHG)	
  emissions	
  
reduction	
  goals	
  in	
  the	
  most	
  cost-‐effective	
  manner	
  to	
  protect	
  jobs	
  and	
  the	
  
economy.	
  
	
  

CCPC	
  understands	
  the	
  need	
  to	
  plan	
  for	
  future	
  and	
  geographically	
  broad	
  
climate	
  change	
  policies,	
  however	
  we	
  believe	
  it	
  is	
  critical	
  to	
  prioritize	
  the	
  scope	
  
of	
  projects	
  and	
  balance	
  near-‐term	
  and	
  future	
  policies.	
  
	
  

Among	
  the	
  CCPC	
  principles	
  is	
  the	
  belief	
  that	
  it	
  is	
  imperative	
  to	
  perform	
  regular	
  
and	
  extensive	
  program	
  reviews	
  and	
  economic	
  analyses	
  of	
  each	
  program	
  and	
  
determine	
  if	
  and	
  how	
  they	
  complement	
  other	
  existing	
  regulatory	
  efforts.	
  
Implementing	
  climate	
  change	
  regulations	
  in	
  a	
  duplicative	
  or	
  uncoordinated	
  
manner	
  will	
  result	
  in	
  inefficient	
  and	
  unnecessarily	
  expensive	
  GHG	
  emissions	
  
reductions	
  and	
  squander	
  limited	
  resources	
  generated	
  through	
  the	
  cap-‐and-‐
trade	
  program.	
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Additionally,	
  California	
  employers	
  and	
  consumers	
  deserve	
  transparency	
  to	
  
explain	
  which	
  agency	
  is	
  responsible	
  for	
  which	
  program,	
  where	
  the	
  programs	
  
overlap,	
  identification	
  of	
  the	
  lead	
  agency,	
  how	
  much	
  each	
  agency	
  is	
  being	
  
allotted	
  for	
  program	
  implementation	
  and	
  what	
  funds	
  are	
  being	
  used.	
  Clarity	
  in	
  
this	
  manner	
  will	
  enable	
  greater	
  accountability	
  with	
  the	
  public	
  and	
  help	
  ensure	
  
the	
  efficient	
  use	
  of	
  resources.	
  
	
  

California’s	
  employers	
  and	
  consumers	
  are	
  attempting	
  to	
  understand	
  and	
  
determine	
  how	
  to	
  operate	
  under	
  a	
  number	
  of	
  new	
  climate	
  change	
  regulations	
  
and	
  plans,	
  including:	
  the	
  Clean	
  Power	
  Plan;	
  Short-‐Lived	
  Climate	
  Pollutants;	
  
Strategic	
  Growth	
  Council	
  provisions;	
  Cap-‐and-‐Trade	
  amendments;	
  Post-‐2020	
  
Target	
  Scoping	
  Plan	
  update	
  efforts;	
  Resources	
  Agency	
  Safeguarding	
  California	
  
efforts;	
  Sustainable	
  Freight	
  Transportation,	
  to	
  name	
  a	
  few.	
  	
  	
  	
  
	
  

While	
  federal	
  courts	
  have	
  stayed	
  implementation	
  of	
  U.S.	
  EPA's	
  Clean	
  Power	
  
Plan	
  (CPP),	
  CCPC	
  understands	
  that	
  ARB	
  plans	
  to	
  continue	
  with	
  California's	
  CPP	
  
compliance	
  planning	
  process.	
  We	
  will	
  continue	
  to	
  collaborate	
  with	
  the	
  Board	
  
and	
  staff	
  to	
  address	
  relevant	
  issues	
  with	
  regard	
  to	
  that	
  process.	
  However,	
  we	
  
believe	
  it	
  is	
  extremely	
  important	
  for	
  ARB	
  to	
  focus	
  on	
  near-‐term	
  climate	
  
change	
  policy	
  issues	
  that	
  are	
  currently	
  in	
  place,	
  including:	
  
	
  

• Leakage	
  studies	
  affecting	
  multiple	
  sectors	
  of	
  the	
  economy;	
  
• Robust	
  economic	
  analyses	
  that	
  account	
  for	
  potentially	
  duplicative	
  or	
  
conflicting	
  policies;	
  
• Reliable	
  estimates	
  of	
  GHG	
  reduction	
  regulations	
  and	
  projects;	
  and,	
  
• Accountability	
  in	
  assessing	
  the	
  cost	
  per	
  GHG	
  reduction	
  to	
  determine	
  
the	
  relative	
  impact	
  of	
  each	
  policy.	
  
	
  

With	
  that	
  said	
  here	
  are	
  CCPC's	
  initial	
  comments	
  on	
  the	
  potential	
  amendments	
  
to	
  mandatory	
  reporting	
  and	
  cap-‐and-‐trade	
  regulations	
  for	
  alignment	
  with	
  the	
  
CPP	
  include:	
  	
  
	
  

MANDATORY	
  REPORTING	
  AND	
  CAP-‐AND-‐TRADE	
  REGULATION	
  ALIGNMENT	
  	
  
	
  

• Including	
  California’s	
  cap-‐and-‐trade	
  program	
  in	
  the	
  submission	
  of	
  the	
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CPP	
  is	
  not	
  necessary.	
  ARB	
  has	
  indicated	
  California’s	
  cap-‐and-‐trade	
  
program	
  will	
  be	
  the	
  keystone	
  to	
  comply	
  with	
  the	
  Clean	
  Power	
  Plan	
  
(CPP).	
  	
  We	
  concur	
  with	
  other	
  stakeholders	
  that	
  taken	
  together	
  
California’s	
  50%	
  Renewable	
  Portfolio	
  Standard	
  and	
  more	
  than	
  $1	
  billion	
  
in	
  energy	
  efficiency	
  upgrades	
  will	
  be	
  sufficient	
  to	
  meet	
  CPP	
  
requirements.	
  	
  Thus,	
  the	
  inclusion	
  of	
  California’s	
  cap-‐and-‐trade	
  
program	
  is	
  not	
  necessary.	
  
	
  

• CPP	
  Backstop	
  will	
  increase	
  the	
  overall	
  program	
  costs.	
  	
  While	
  CARB	
  
believes	
  the	
  CPP	
  backstop	
  will	
  not	
  be	
  triggered,	
  the	
  removal	
  of	
  10	
  
million	
  allowances	
  from	
  the	
  market	
  will	
  negatively	
  affect	
  the	
  cap-‐and-‐
trade	
  market	
  and	
  risk	
  price	
  increases	
  that	
  impact	
  consumers	
  and	
  
industry.	
  	
  Making	
  the	
  program	
  more	
  expensive	
  for	
  every	
  sector	
  and	
  
ultimately	
  California	
  consumers	
  fails	
  to	
  meet	
  AB	
  32	
  objectives.	
  
	
  

• ARB	
  should	
  not	
  cede	
  its	
  authority	
  of	
  the	
  cap-‐and-‐trade	
  program	
  to	
  the	
  
Environmental	
  Protection	
  Agency	
  (EPA).	
  	
  Should	
  ARB	
  include	
  
California’s	
  cap-‐and-‐trade	
  program	
  as	
  a	
  compliance	
  measure	
  for	
  the	
  
CPP,	
  it	
  is	
  critical	
  that	
  the	
  submitted	
  plan	
  to	
  the	
  EPA	
  does	
  not	
  include	
  
federally	
  enforceable	
  provisions	
  or	
  restrictions	
  on	
  any	
  participating	
  cap-‐
and-‐trade	
  facilities.	
  	
  Minimizing	
  program	
  costs	
  and	
  flexibility	
  is	
  critical	
  
to	
  maintaining	
  a	
  cap-‐and-‐trade	
  program	
  that	
  reduces	
  greenhouse	
  gas	
  
(GHG)	
  emissions	
  that	
  other	
  states	
  and	
  nations	
  will	
  want	
  to	
  participate	
  
in.	
  	
  Should	
  California	
  cede	
  its	
  authority	
  an	
  additional	
  obstacle	
  will	
  be	
  
placed	
  on	
  the	
  regulated	
  entities	
  requiring	
  that	
  any	
  program	
  
modifications	
  deemed	
  necessary	
  would	
  then	
  also	
  be	
  subject	
  to	
  a	
  
federal	
  review	
  process.	
  

	
  

• The	
  intent	
  of	
  the	
  CPP	
  is	
  to	
  regulate	
  GHG	
  emissions	
  from	
  the	
  electricity	
  
sector.	
  Harmonization	
  needs	
  to	
  occur	
  between	
  the	
  ARB	
  and	
  EPA’s	
  final	
  
rule	
  which	
  intends	
  exempt	
  industrial	
  CHP	
  sources	
  from	
  the	
  EGU	
  
definition.	
  
	
  

• The	
  stay	
  of	
  the	
  CPP	
  issued	
  by	
  the	
  Supreme	
  Court	
  of	
  the	
  CPP	
  affords	
  
California	
  legislators	
  and	
  regulatory	
  agencies	
  time	
  to	
  take	
  a	
  deliberate,	
  
well	
  thought	
  out,	
  and	
  economically	
  balanced	
  approach	
  to	
  further	
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statewide	
  climate	
  policies	
  as	
  the	
  nation	
  and	
  other	
  countries	
  assess	
  the	
  
pros	
  and	
  cons	
  of	
  the	
  various	
  climate	
  change	
  policy	
  suites	
  they	
  are	
  
considering.	
  	
  	
  
	
  

GHG	
  MRR	
  SECTION	
  
	
  

• Verification	
  deadline	
  adjustment	
  
o While	
  rolling	
  back	
  the	
  compliance	
  filing	
  deadline	
  supports	
  the	
  
cap-‐and-‐trade	
  regulation	
  allocation	
  and	
  compliance	
  for	
  ARB	
  staff	
  
it	
  places	
  a	
  significant	
  burden	
  on	
  the	
  regulated	
  stakeholders	
  who	
  
must	
  comply	
  or	
  face	
  penalties.	
  
	
  

o Some	
  industries,	
  like	
  food	
  processors,	
  would	
  find	
  themselves	
  
attempting	
  to	
  meet	
  the	
  filing	
  deadline	
  in	
  the	
  midst	
  of	
  prime	
  
harvesting	
  season.	
  
	
  

o Rolling	
  back	
  the	
  filing	
  deadline	
  in	
  order	
  to	
  facilitate	
  staff	
  work	
  on	
  
allocation	
  numbers	
  imposes	
  an	
  additional	
  burden	
  on	
  regulated	
  
entities,	
  ARB	
  should	
  offer	
  those	
  companies	
  choosing	
  to	
  file	
  early	
  
an	
  incentive.	
  For	
  example,	
  allowance	
  allocations	
  revealed	
  to	
  
complying	
  entities	
  so	
  they	
  have	
  the	
  information	
  they	
  need	
  for	
  
future	
  program	
  planning.	
  

	
  

Currently	
  California	
  continues	
  to	
  exceed	
  Federal	
  requirements.	
  We	
  are	
  a	
  
leader	
  in	
  its	
  energy	
  and	
  climate	
  change	
  policies.	
  California’s	
  continued	
  role	
  
should	
  be	
  to	
  stay	
  the	
  course	
  of	
  our	
  already	
  rigorous	
  standards	
  and	
  regulations	
  
without	
  placing	
  additional	
  undue	
  burdens	
  on	
  consumers	
  and	
  businesses	
  of	
  
the	
  state.	
  Trying	
  to	
  overreach	
  in	
  Federal	
  compliance	
  efforts	
  or	
  ceding	
  our	
  legal	
  
authority	
  with	
  regard	
  to	
  current	
  California	
  programs	
  that	
  already	
  support	
  
compliance	
  may	
  create	
  unintended	
  negative	
  consequences	
  for	
  California’s	
  
elected	
  officials,	
  regulators,	
  businesses	
  and	
  consumers.	
  
	
  

Should	
  you	
  have	
  any	
  questions	
  or	
  need	
  anything	
  further	
  from	
  us,	
  please	
  feel	
  
free	
  to	
  contact	
  Shelly	
  Sullivan	
  at	
  (916)	
  858-‐8686.	
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CHAPEL STREET ENVIRONMENTAL, LLC
1615 East Warner Road, Suite 1
Tempe, Arizona 85284
602.702.3377

Comments of Chapel Street Environmental, LLC
Re: Public Workshop on potential revisions to ARB's Regulation for the Mandatory Reporting of
Greenhouse Gas Emissions and the Cap-and-Trade Regulation

We have several comments concerning Section 95973 of the Regulations:
§ 95973. Requirements for Offset Projects Using ARB Compliance Offset Protocols states:
“… An offset project must also fulfill all local, regional, and national environmental and health
and safety laws and regulations that apply based on the offset project location and that directly
apply to the offset project, including as specified in a Compliance Offset Protocol. The project is
out of regulatory compliance if the project activities were subject to enforcement action by a
regulatory oversight body during the Reporting Period. An offset project is not eligible to receive
ARB or registry offset credits for GHG reductions or GHG removal enhancements for the entire
Reporting Period if the offset project is not in compliance with regulatory requirements directly
applicable to the offset project during the Reporting Period. …” (Emphasis added).

1.

The loss of all credits for an entire reporting for any violation occurring during the reporting
period, no matter how small or limited temporally is unduly harsh and punitive. At most, a
project should only be at risk for loss of credits during the portion of the reporting period that
the project is out compliance.

2. The language does not differentiate between administrative violations and non-administrative
events. Administrative reporting violations are fairly common for a number of reasons, and
many agencies treat these lapses as de minimis violations and commonly do not pursue
enforcement actions. The regulation should provide sufficient flexibility for staff and project
operators with regard to violations that are largely administrative in nature so as not to unduly
punish inadvertent and technical errors.
3. The definition of “… directly apply to the off-set project, including as specified in the Compliance
Offset Protocol …” could include any activity within the project “boundary”. Project boundaries
within the agricultural livestock protocol can include large parts of farming operations that may

Comment Overview

Navigate to Table of Contents
be outside the control of the Off-set Project Operator. From a technical perspective the
protocol captures the parts of the farming operation that produce, process and discharge
manure waste streams, however, while these activities could be construed to “… directly apply
to the off-set project …” the project operator may only have control over issues related to the
digester or just a fraction of the project boundary. Project operators should not be penalized for
events beyond their control. The regulation should have sufficient flexibility to recognize the
portion of the boundaries that the operator has control over and which directly apply to the
capture and destruction of anthropogenic gases.
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Claire Halbrook
Climate Policy Principal
State Agency Relations

1415 L Street, Suite 280
Sacramento, CA 95814
(916) 386-5711

March 11, 2016
Ms. Rajinder Sahota
California Air Resources Board
1001 I Street
Sacramento, CA 95812-2828
Re: February 24 Workshop on Amendments to the Mandatory Reporting and Cap-andTrade Regulations
Pacific Gas and Electric Company (PG&E) appreciates the opportunity to provide comments on
the Air Resources Board’s (ARB) February 24, 2016 workshop on “Potential Revisions to ARB's
Regulation for the Mandatory Reporting of Greenhouse Gas Emissions and the Cap-and-Trade
Regulation” (workshop). Our comments focus on the following issues:





I.

ARB Should Further Explore the Feasibility of Changes to the Mandatory Reporting
Verification Deadline and Consider Opportunities to Improve the Existing Process
ARB Should Maintain the Use of Engineering Estimates for Quantifying Flare Gas
PG&E’s Customers Should Not Bear the Compliance Obligation Associated with “PassThrough” Natural Gas Emissions
ARB’s Proposal that GPEs Report All Imported Power as Specified Will Diminish
Californians Investments in Renewable Energy
Suggestions for Implementation of the Clean Power Plan in California
ARB Should Further Explore the Feasibility of Changes to the Mandatory
Reporting Verification Deadline and Consider Opportunities to Improve the
Existing Process

During the workshop, ARB staff proposed modifying the Mandatory Reporting Regulation
(MRR) verification deadline from September 1 to August 1 and along with introducing a new
provision requiring reporting entities to certify reports at least 7 days prior to the verification
deadline. PG&E is concerned that certifying all of its 14 MRR reports 38 days sooner may not
prove feasible under the current program. Before modifying the certification and verification
deadlines, PG&E asks that ARB work with compliance entities and verifiers to identify
opportunities for streamlining the current MRR process and develop robust solutions. PG&E
asks that ARB consider the following recommendations.
Additionally, ARB should revisit the current six-year limitation on a verifier’s ability to work for
the same reporting entity. PG&E recommends ARB extend the time that a reporter can use the
same verification company to 12 years (or 4 compliance periods) for multiple reasons:
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ARB provides an annual determination confirming no Conflict of Interest prior to
each verification.
ARB provides close oversight of each verification body, and the reporting and
verification processes are transparent.
The majority of verifications are performed by 10-15 verification bodies, offering
reporting entities little choice in their verifier.
ARB could provide the public and reporting entities with an assessment of the
verifier’s performance to address any remaining stakeholder concerns.

The pool of ARB-accredited verifiers has declined annually since the MRR verifications were
first required in 2010 and in 2015, 25 companies verified over 500 MRR reports. With its
proposal to advance the verification date to August 1, ARB would further exacerbate the present
challenges associated with completing the verification process in a timely manner. We are also
concerned with the reduction in the pool of accredited verification companies as there may be
insufficient skilled personnel available to perform verifications. ARB should explore ways to
prevent further decline in the number of verifiers and bring additional verification bodies into the
program. For example, ARB could speak with some of the verifiers no longer participating in the
MRR to better understand why they made the decision to discontinue providing these services.
ARB should also reach out to the current pool of verifiers to hear their perspective on what
changes might be needed to ensure the feasibility of any modifications to the verification
deadline.
II.

ARB Should Maintain the Use of Engineering Estimates for Quantifying Flare Gas

PG&E’s natural gas storage fields produce a small quantity of waste gas during the process used
to ensure that the natural gas meets the California Public Utility Commission’s (CPUC) pipelinequality standards. This waste gas is destroyed through a thermal oxidization process resulting in
a small quantity of greenhouse gas (GHG) emissions. Due to the intermittent nature of the waste
gas generation, its variable flow rate, composition and moisture, metering the flows are
technically difficult and costly. Therefore PG&E recommends that ARB not modify the current
regulation, particularly in the case of reporters who have such waste gas streams.
III.

PG&E’s Customers Should Not Bear the Compliance Obligation Associated with
“Pass-Through” Natural Gas Emissions

PG&E supplies natural gas to a small number of facilities (“Primary Facilities”) that passthrough gas to facilities downstream of the PG&E customer meter (“Downstream Facilities”).
PG&E reports details regarding the Primary Facilities to ARB annually since those facilities
receive equal to or greater than 188,500 MMBtu of natural gas in a calendar year, pursuant to
17CCR§95122(d)(2)(E). However, the pass-through gas is not measured by a PG&E customer
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meter, and consequently PG&E cannot determine the accuracy of any reported volume.
Regardless, ARB includes the volume of the gas delivered to Downstream Facilities as part of
PG&E’s compliance obligation. The compliance and associated costs for emissions associated
with the pass-through gas, for Downstream Facilities, is then borne by PG&E natural gas
customers not directly regulated by ARB, an inequitable and inaccurate result. Although the
Primary Facilities receive natural gas from PG&E, they do not have a contractual arrangement
with PG&E to pass-through a portion of the gas received to Downstream Facilities. To remedy
this inequity, Primary Facilities that pass-through gas to the Downstream Facilities should be
treated as intrastate pipelines.
To address this issue, ARB needs to resolve the current conflict between the regulatory definition
and guidance regarding the definition of an intrastate pipeline. The MRR defines “Intrastate
Pipelines” as, “…Facilities that receive gas from an upstream LDC and redeliver a portion of the
gas to one or more adjacent facilities are not considered intrastate pipelines.” However, Section
3.1.1 of ARB’s February 26, 2016 MRR guidance states:




“…When gas is delivered to California end-users by an entity other than a natural
gas utility, (e.g., a gas producer), the entity that operates the distribution pipeline
delivering the gas is considered the supplier and must report under 95122 as an
intrastate pipeline.”
“Intrastate Pipelines That Deliver Gas to End-Users: An intrastate pipeline is a
distribution pipeline wholly contained within California that is operated by an entity
other than a gas utility. Like the natural gas utilities, the operator of an intrastate
pipeline that delivers gas to end-users must report pursuant to section 95122(a)(2) of
MRR if the total quantity of gas delivered to all entities on their distribution system
(i.e., end-users, gas utilities, and/or other pipelines) exceeds the reporting threshold
of 10,000 MTCO2e per year. Entities that operate more than one intrastate pipeline
must aggregate data from all pipelines in one GHG emissions data report for the
entity.”

Primary Facilities should report their facility emissions, the metered gas receipts, and the gas
supplied to Downstream Facilities to ARB. Per 17CCR§95852(a)(1), ARB should assign a
compliance obligation to Primary Facilities based on emissions associated with metered
deliveries of natural gas.
IV.

ARB’s Proposal that GPEs Report All Imported Power as Specified Will Diminish
Californians Investments in Renewable Energy

PG&E opposes revisions to the MRR to “clarify” that generating providing entities (GPEs) are
required to report imported power as specified. By requiring the entity to report such power as
specified power, PG&E understands this change would serve to provide the GHG benefit
associated with renewable generation to entities that may not have ownership of the renewable or
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environmental attributes of such generation. As PG&E and the Joint Utility Group outlined in its
January 15, 2016 letter concerning the RPS Adjustment, ARB should ensure that only those
entities that meet the existing criteria for delivered electricity from a renewable specified source,
including the Renewable Energy Credit (REC), may report the electricity as specified power.
ARB’s proposal would result in financially penalizing Californians who invested in renewable
energy to enrich entities such as power traders that do not have title to the carbon attribute of the
underlying generation. ARB’s proposal would be both harmful to the renewable market and
harmful to California ratepayers who would be forced to pay for emissions credits for renewables
generation.
V.

Suggestions for Implementation of the Clean Power Plan (CPP) in California

We agree with staff’s proposal that the CPP backstop is unlikely to be triggered given
California’s current and planned GHG reduction programs in the electric sector. Since
implementation of the backstop program could have disruptive effects beyond the power sector,
California’s strong CPP compliance position also bodes well for the long-term stability of the
AB 32 program. Beyond California’s favorable CPP compliance position, we encourage ARB to
further reduce the risk of triggering the backstop by designing an Implementation Plan that
includes an emission target “glide path” and provides for linkage with other mass-based “trading
ready” states. We expand on these ideas below.
Prudent State Plan Design
We recommend that ARB design the emissions glide path for its Implementation Plan to reduce
the likelihood that the backstop is triggered. First, ARB should utilize the full existing source
cumulative emission budgets provided by EPA in the CPP in its state measures plan (i.e., the
cumulative emission budget in the interim period in the state plan should equal the CPP interim
budget). The state should not make its CPP compliance task more difficult and increase the
chances of triggering the backstop by reducing cumulative budgets in its state plan below CPPrequired levels. Second, ARB should consider an interim period “glide path” that allows for
relatively greater emissions in the interim step 1 and step 2 periods and relatively fewer
emissions in the 2028-29 period, as this would reduce the risk of triggering the backstop caused
by temporal variability in emissions within the full interim period (2022-29).
We also recommend ARB pursue opportunities to link with other mass-based “trading ready”
CPP programs that develop in other states as another strategy to reduce the risk of triggering the
backstop. Net imports of CPP allowances from other states, which would be expected under a
linked program, would effectively increase the emissions goal that EPA uses to assess California
compliance with the CPP targets and so reduce the likelihood of triggering the backstop.
Backstop Design
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To meet EPA’s CPP requirements, we believe the backstop must 1) be “composed of federally
enforceable emission standards for the affected EGUS that are sufficient to achieve the state CO2
emission goal” and 2) “make up for the shortfall in CO2 emission performance” (CPP, Section
VIII.C.3.b). While we appreciate the Staff Proposal’s attempt to design a backstop grounded in
the existing cap-and-trade program, we are concerned that it may not meet EPA’s CPP
requirements. Specifically, the set-aside backstop proposal does not appear to ensure that
affected EGUs would achieve the CPP-required emission levels if the backstop were triggered.
While retiring the set-aside allowances would require real reductions in the cumulative multisector WCI program, there is no guarantee that those reductions would come from the electric
sector or occur in the backstop period, even if the covered EGUs are required to purchase and
retire the set-aside allowances.
One modification to the Staff Proposal that may conform more closely to EPA’s CPP
requirements would be to require purchase and retirement of CPP allowances (e.g., from the
CEIP, Federal Plan allowances, or other state-issued “trading ready” allowances) rather than
WCI allowances. This modification would at least guarantee that the shortfall would be made up
from within the covered EGU universe of sources. However, even with this modification, it is
unclear to us whether this meets EPA’s CPP requirements to establish emission standards
sufficient to achieve the state emission goals.
Clearly a backstop that included limits on covered EGU emissions at the required statewide
levels would meet EPA’s CPP requirements. While a narrower EGU-only program in California
would naturally provide less flexibility than the multi-sector WCI program, ARB could mitigate
this by recognizing other “trading ready” states’ allowances for backstop compliance and we
encourage ARB to do so. We proposed such an approach in our January 11, 2016 comments to
ARB, which we reiterate and summarize here:
In the event the backstop is triggered, ARB could modify its Cap-and-Trade Program by
separating allowances into two categories: (1) allowances that may only be used by
EGUs in California regulated under the CPP, and (2) allowances that may be used by
covered entities not regulated under by the CPP. In the event of a federal backstop,
category 2 allowances may not be used by CPP-affected EGUs for Cap-and-Trade
compliance. Banked allowances from previous compliance periods and offsets would
also not be available for use by an EGU for compliance during the backstop period.
By limiting the allowances available to EGUs to the quantity of emissions required by the
CPP, the Cap-and-Trade Program and infrastructure can be used to facilitate a federal
backstop. We also recommend that ARB explore backstop flexibility features such as a
“trading ready” approach that would allow EGUs in California to utilize allowances from
other “trading ready” CPP programs during the backstop period.
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State Measures Approach and Modifications to the Cap-and-Trade Program
We support the Staff Proposal framework for California’s state plan– a state measures plan
relying on California’s existing cap-and-trade program. We agree with the Staff Proposal that no
changes to the current allocation, banking, and other flexibility mechanisms are required as a
result of the CPP. We agree that one of the strengths of this state plan approach is that it allows
for the future linkage of California’s program with other mass-based trading systems that may
develop for CPP compliance. As we described in our January 11, 2016 comment letter, we see
linkage to mass-based trading systems that develop for CPP compliance as integral to achieving
California’s and EPA’s emission reduction goals in the most affordable and sustainable manner.
We also see this approach as consistent with the environmental goals of the CPP—since
emissions from any of these other mass-based programs are capped (e.g., RGGI or mass-based
CPP), overall emissions will not increase. To this end, we encourage ARB Staff to work with
EPA to ensure technical requirements (e.g., tracking system approval) are in place for
California’s approval as “ready for interstate trading” so that, once linkage decisions have been
made, there are no technical barriers to linkage implementation.

Sincerely,
/s/
Claire Halbrook
Climate Policy Principal
Pacific Gas and Electric Company
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1231 Eleventh Street
P.O. Box 4060
Modesto, CA 95352
(209) 526-7373

March 11, 2016
Ms. Rajinder Sahota
Chief, Climate Change Program Planning & Management Branch
California Air Resources Board
1001 I Street
Sacramento, CA 95814
Filed Electronically
Re:

Modesto Irrigation District’s Comments from the February 24, 2016 Workshop on Potential
Amendments to the Mandatory Reporting and Cap-and-Trade Regulations

Dear Ms. Sahota:
The Modesto Irrigation District (MID) welcomes the opportunity to present our comments on several
topics presented by the Air Resources Board (ARB) during the February 24, 2016 workshop. Specifically
we will address the potential amendments to the Mandatory Reporting Regulation (MRR) and Cap-andTrade Regulation. Our key areas of concern focus on the proposal to move the verification deadline up
by one month, the potential structure of the federally enforceable backstop measure required by the
Clean Power Plan (CPP), and the uncertainty surrounding the practical application of the post-2020
“bridge” compliance period.
Verification Deadline
MID is concerned that moving the verification deadline for completion of greenhouse gas verification to
one month earlier than the current deadline will present a burden to us and our fellow electric power
entities. While we strive to complete our reporting obligations prior to the deadline, the fact is that
much of the data necessary to submit the electric power entity report is provided by counterparties and
is often not finalized in time to allow for early reporting. This delay in receiving data is the reason
behind the original separation of the electric power entity reporting deadline from the deadline for
other reporting entities. For this reason, we believe that the proposed change may not result in early
reporting as expected, but will lead to a scramble to perform verification services and schedule site visits
within the time allotted. Because verification bodies would need to accommodate the expedited
schedule, we recommend that they be consulted prior to implementing such a schedule change.
CPP State Measures Plan Backstop
MID recognizes the need for the CPP-required backstop measure for affected electric generating units
(EGUs); however, we urge ARB to work with the EGU owners to develop an equitable process for initial
injection and potential reinjections of allowances into the backstop pool. It is unclear from ARB staff’s
presentation and issue paper how exactly the initial ten million allowances would be drawn from the
post-2020 emissions caps. We look forward to partnering with ARB and our peers in the industry to
develop a means of establishing the backstop pool such that it has a minimal impact to our ratepayers.
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We have concerns about the reinjection of allowances into a depleted backstop pool. Under the current
proposal, all affected California EGUs would be responsible for purchasing and retiring allowances from
the CPP backstop pool commensurate with their share of the utilized backstop allowances as allocated
based on each EGU’s proportion of total sector emissions. It is not clear from the staff presentation or
the issue paper whether any Allowance Price Containment Reserve (APCR) allowances used to recharge
the backstop pool would be replenished, and what the source and timing for that replenishment will be.
We are also concerned that committing APCR allowances to replenish the backstop pool may reduce the
effectiveness of the APCR to provide its primary function of allowance price mitigation if ten million
allowances must always be held from the market for backstop contingencies.
The ARB has convincingly demonstrated that the potential for depleting the backstop pool is
improbable; however, with our current state of frequent and unpredictable severe weather, the
potential closing of the Diablo Canyon Power Plant, and continued low fossil fuel prices, it behooves us
to ensure that our backstop measure is economically sound.
Compliance “Bridge” Period
Finally, ARB’s proposal for a new CPP-compliant compliance period schedule includes a “bridge” period
from January 1, 2021 through December 31, 2022. The first year of this bridge period is also the first
year for which many Cap-and-Trade and MRR amendments would be in effect. Additionally, the second
year of this bridge period is the first year for which the CPP takes effect. The impact that the
combination of new regulations will have on reporting entities (and for that matter, on ARB itself) is
unclear. We request that ARB investigate the practical effect of the “bridge” period on the Cap-andTrade and MRR programs, particularly the seam between the period’s two years.
MID appreciates the opportunity to submit these comments. We are committed to continued
cooperation with ARB and our peers in the industry to lead the nation’s efforts to economically reduce
the impact of energy production on our health and environment for the benefit of our ratepayers.
Sincerely,

Greg Salyer
Interim General Manager
Modesto Irrigation District
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Electronically filed at: http://www.arb.ca.gov/lispub/comm2/bcsubform.php?listname=mrr-cppct-amend-ws&comm_period=1
March 11, 2016

Craig Segall
Senior Staff Counsel
California Air Resources Board
1001 I Street
Sacramento, CA 95184
Rajinder Sahota, Chief
Cap-and-Trade Program
California Air Resources Board
1001 I Street
Sacramento, CA 95184
Re: Comments on public workshop on potential revisions to ARB's Regulation for the
Mandatory Reporting of Greenhouse Gas Emissions and the Cap-and-Trade Regulation
Dear Mr. Segall and Ms. Sahota:
On behalf of the Natural Resources Defense Council, and our more than 72,000 members in
California, we appreciate the opportunity to comment on staff’s proposal for aligning California’s
economy-wide cap-and-trade program to comply with the Clean Power Plan (CPP) and the
inclusion of a federally enforceable backstop.
I.

Backstop Design

ARB is proposing to comply with the CPP through California’s existing economy-wide trading
program pursuant to a “state measures” plan. The state must therefore include a “backstop”
standard that ensures compliance with EPA targets for affected power plants (emission
generating units, or EGUs) if the broader program fails to achieve the required reductions from
the electric sector. California’s aggressive suite of climate and clean energy policies make it very
unlikely that the state’s EGUs will exceed the emission limits established by EPA. But the
backstop ARB proposes would likely not meet EPA’s key requirement: that the backstop ensures
affected EGUs as a group meet the emissions limits established by EPA.
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A. ARB’s proposed backstop
ARB staff proposes to create a set-aside of allowances from the post-2020 economy-wide
program, equal to around 10 million metric tons, which would be available only to EGUs. If the
backstop is triggered, each EGU would be required to purchase and retire a pro rata share of
allowances equal to the sector’s aggregate emissions that exceed the federal limit. If the setaside is depleted, staff proposes to refill it with allowances from the Price Containment Reserve
proportional to EGUs’ aggregate share of emissions for the most recent compliance period.
As staff recognizes, “the backstop standard must ensure that smokestack emissions reductions
from affected EGUs are achieved.”1 Staff’s proposal, however, does not meet that requirement.
In the unlikely event the backstop is invoked, under staff’s proposal, EGUs would be required to
purchase and retire allowances from the set-aside. However, those allowances are set-aside
from the economy-wide emissions budget, not an emissions budget available only to affected
EGUs; retiring them thus represents economy-wide emission reductions, not necessarily
emission reductions from the power sector. Purchasing these allowances will impose additional
cost on the emissions from the EGUs, but that alone is no assurance that EGU emissions will fall
below EPA’s emission limits in the future. Accordingly, staff’s proposed backstop does not
ensure that EGU emissions going forward would adhere to EPA’s emission limits.
Compare that result to what would happen if the backstop consisted of emission limits that
required EGUs to hold power sector-only allowances, and ARB created a number of power
sector-only allowances equal to the EPA mass-based emission limit. In this case, mathematically,
the power sector would be forced to meet EPA’s mass-based emission limit. As proposed below,
in order for a backstop based on an allowance set-aside to be effective, the allowance pool must
represent EGU emissions.
B. Backstop recommendations
While a backstop is extremely unlikely to be invoked, if it is, it must effectively reduce EGU
emissions to come into compliance with EPA’s mass-based limits. In comments on the
December 14, 2015 workshop, PG&E proposed a backstop that, if triggered, would separate
cap-and-trade allowances into two categories in the following compliance period: 1) allowances
that may only be used by EGUs in California regulated by the CPP (Category 1), and 2)
allowances available to all covered entities under the economy-wide cap (Category 2).2 In that
event, EGU emissions that exceeded EPA’s limit would be deducted from the quantity of
Category 1 allowances available to EGUs for compliance in the subsequent period, thereby
ensuring the emissions “debt” would be made up by the affected EGUs, as EPA requires.3

http://www.arb.ca.gov/cc/capandtrade/meetings/022416/arb.cpp.feb2016.pdf (at 2).
http://www.arb.ca.gov/lists/com-attach/8-capandtradecpplan-ws-AnJcPVI2BQkBZAZp.pdf (at 9).
3 As PG&E notes, banked allowances from previous compliance periods and offsets would also not be
available for use by an EGU during the period of a backstop.
1
2

2
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In other words, if the backstop is invoked, the number of Category 1 (EGU) allowances would be
limited to the quantity equal to EPA’s mass-based emission limit, minus the number of tons by
which EGUs as a whole exceeded the limit in the prior compliance period. The quantity of
Category 1 allowances would ensure that California’s EGUs as a whole meet EPA’s emission
limits in the compliance period in which the backstop is invoked, minus any overage.
Taking this proposal further, if the backstop is invoked, EGUs would remain part of the
economy-wide market, and could continue to trade Category 2 allowances within the broader
market. However, EGUs would be able to use only Category 1 allowances to comply with the
CPP’s mass-based emission limits, and would be able to trade Category 1 allowances amongst
themselves. As we suggested previously, ARB could continue its current allocation approach for
the power sector by distributing Category 1 allowances to utilities for the benefit of customers.
ARB could also evaluate allowing EGUs to purchase allowances from other states’ CPP programs,
using them alongside Category 1 allowances if the backstop is invoked. If ARB allows this, it
should ensure the other states’ mass-based emissions limits include new sources to prevent
leakage, and that the backstop applies to both new and existing EGUs in California.
While the backstop approach above would interfere with the operation of the economy-wide
market in the event the backstop is invoked, the CPP unambiguously requires that the backstop
standard ensure reductions come from the affected EGUs. Given the extremely low probability of
the backstop ever kicking in, staff should err on the side of adhering to the CPP’s clear legal
requirements – and avoid setting a bad precedent – rather than attempt to balance hypothetical
concerns for the economy-wide system.
II.

Additional Recommendations

A. Compliance periods
We support staff’s proposal to adjust the cap-and-trade program’s compliance period schedule
after 2020, for all sectors, to align with the compliance periods defined by the CPP.4 While the
proposed “bridge” would shorten compliance periods from 3-years to 2-years for the initial two
compliance periods after 2020, the need for alignment with the CPP compliance schedule
necessitates a change, and 2-year compliance periods is preferable from a flexibility standpoint
than a 1-year bridge. Ensuring alignment keeps open the possibility of expanding the overall
market significantly, thereby increasing flexibility and lowering costs. Moreover, the initial
compliance period was shortened to two years (2013-2014) without detriment to the market,
and the program retains other mechanisms – including unlimited banking and offsets – that can
readily provide the flexibility needed to account for annual variations in hydro availability and
other unforeseen emissions drivers. Moving temporarily to 2-year compliance periods to align
with the CPP should accordingly not dictate any other program changes, such as a higher offset
usage limit, that could provide more flexibility but at the expense of other objectives.
4

40 C.F.R. § 60.5770; § 60.5880.
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B. Glide path
We support staff’s inclination to set the interim CPP target at the final limit for each compliance
period. As the state’s modelling indicates, even under an extreme stress case (e.g., continued
drought, loss of Diablo Canyon without replacement by zero emissions resources, significant
electrification, etc.) California’s affected EGU emissions will in all likelihood be well below the
final limit in 2030.5 And even this modelling is overly conservative in not accounting for the
significant power-sector reductions that will come from the renewable energy and energy
efficiency requirements in SB 350. Unlike in other states where the CPP targets will be a driver of
reductions to stay on the glide path, there is no basis for California to set less stringent interim
targets.
C. Allocation, Banking and Borrowing
We concur with staff’s assessment that the CPP does not require changes to the cap-and-trade
program’s current rules regarding allocation, banking and borrowing. In particular, we agree that
the CPP’s prohibition on borrowing is neither aimed at nor encompasses the limited instances in
which the current cap-and-trade program permits implicit borrowing from future vintage or
vintage-less allowances.
Thank you for considering these comments. We look forward to engaging with staff and
stakeholders to develop a compliance plan that meets the requirements of the CPP and sets a
strong precedent for other states to follow.
Sincerely,

Alex Jackson
Dylan Sullivan
Noah Long

5

http://www.arb.ca.gov/cc/capandtrade/meetings/20151214/cppmodeling.pdf (slide 21).
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11 March 2015
Rajinder Sahota, Chief
Climate Change Program Evaluation Branch, Industrial Strategies Division
California Air Resources Board, 1001 I Street, Sacramento, California 95814
Submitted online to: www.arb.ca.gov/lispub/comm2/bcsubform.php?listname=mrr-cpp-ct-amend-ws&comm_period=1

IETA COMMENTS ON CALIFORNIA AIR RESOURCES BOARD WORKSHOP

POTENTIAL 2016 AMENDMENTS TO CAP-AND-TRADE REGULATION
On behalf of the International Emissions Trading Association (IETA), we appreciate the opportunity to
provide comments on California Air Resources Board (ARB)’s 24 February Workshop on Potential
Amendments to California’s Cap-and-Trade Regulation. We welcome the Board and Staff’s desire to
review and improve-upon California’s existing market-based systems and offer a series of
recommendations, structured around: 1) offset program improvements; 2) market information and
registration improvements; and 3) holding limit design improvements.

1.

OFFSET PROGRAM IMPROVEMENTS

California’s ambitious 2030 and longer-term climate targets require significant, cross-sectoral
accelerations in deep greenhouse gas reductions. Cost-containment benefits afforded by a healthy
trading system, including a broad and vibrant offsets market, will become increasingly critical for
California post-2020. The following reflect business observations and recommendations specific to
improving the functionality and enhancing confidence in California’s future offset program.
A. Develop well-defined, transparent procedures and timelines for review & issuance process.
Under California’s current regulation, project proponents/developers typically do not have clear and
consistent timeframes from ARB with respect to reviews and issuances. Currently, the process allows ARB
a 45-day review period (from the date completed materials are received), then subject to a restart of the
45-day window each time ARB asks for and receives additional information. In its 2016 amended
regulation, we encourage ARB to adopt a more efficient and straight-forward approach; an approach that
more closely and transparently engages developers and OPRs to achieve success.
B. Eliminate invalidation approach; or, at the very least, clarify investigation process and timelines.
California and Quebec currently have different mechanisms for handling the risk that an offset may be
invalidated post-issuance. In its amended 2016 regulation, IETA recommends that California consider
adopting an approach similar to Quebec’s Environmental Integrity Account (EIA) mechanism. We also
recommend that amended regulation provide heightened clarity on ARB’s invalidation investigation
timing, process and overall communications with stakeholders, including parties who are not directly
affected by the invalidation activities. Amendments should provide specific deadlines for action on
potential invalidations in order to provide market certainty to the process.

Comment Overview

Navigate to Table of Contents

C. Improve clarity and consistency of regulatory compliance language
IETA encourages ARB to clarify the definition and boundaries for determining regulatory compliance for
projects. This could be addressed by clearer, more harmonized language across the amended regulation
and compliance protocols, as well as the issuance of additional guidance. Moreover, regulatory
compliance language should be revised so that a material violation or issuance of non-compliance results
in a loss of offsets only for the period of non-compliance – not across the entire reporting period.
D. Revise offset usage limits to facilitate maximum use to the defined limit.
IETA believes that all carbon markets, including California’s, should avoid limiting the use of offsets for
compliance purposes to a specific percentage of an entity’s overall obligation. In California, a covered
entity can only meet up to 8.0% of its compliance obligation (per compliance period) using offsets –
although many covered entities, particularly with smaller compliance obligations, are currently incapable
of making full use of offsets. This is typically due to transactional and informational barriers to the
purchase of small quantities of offsets, such as contracting costs and due diligence requirements, being
perceived to outweigh the benefits. Consequently, the full use of offsets (up to the defined limit) rarely,
if ever, materializes.
To the extent that California chooses to maintain an offset usage limit at the current usage level,
regulation could be amended to facilitate maximum usage of offsets up to the prescribed limit. We
encourage staff to explore quota design changes to help maximize offsets usage. Some preliminary ideas
for consideration and future discussion include:


Roll-Over of Unused Quotas: Automatic roll-over of unused offset quotas from one compliance period
to the next. For those entities with small compliance obligations, this would allow the offsets limit to
grow to an amount sufficient to realize material cost savings by using offsets;



Usage Limit Tiers: Creation of offset usage limit tiers based on the size of the covered entities, with
limits higher than 8.0% for smaller entities while retaining the prescribed limit for larger entities; and



Tradable Quotas and Aggregation: Allowing for tradable offset quotas or third-party aggregation
options. Depending on the design, this could potentially enable aggregation of quotas, while allowing
those who prefer to use offsets for compliance to build-up a position to achieve this purpose.

2.

MARKET INFORMATION & REGISTRATION IMPROVEMENTS

Carbon markets, like other commodity markets, should be built on clear, concise rules and critical
oversight mechanisms. Market regulation and requirements must preserve program integrity and
confidence, while enabling – rather than hindering – market participation and liquidity. Guided by robust
and efficient market design fundamentals, we recommend that ARB consider modifying several
participant, trade and auction information requirements as part of its regulation amendment process.
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A. Limit required information to participate in the program to that which is necessary.
Both California and Quebec currently require registrants in the Compliance Instrument Tracking System
Service (CITSS) to provide extensive corporate and personal information in order to participate in the capand-trade system. In both jurisdictions, simply registering or naming a new account representative is time
consuming, and approval of the submission takes significant resources. All information submitted to CITSS
must also be updated immediately upon, even the most minor, corporate changes, creating the potential
for a registrant to be in technical violation of registration requirements due to potentially insignificant –
or at times irrelevant – changes in corporate structure. As a general matter, this required information is
well beyond the scope of that required to participate in other commodity markets. In the amended 2016
regulation, IETA urges California to revisit the information required to the minimum necessary to both
operate and monitor a fair, open and ultimately effective market.
B. Standardize market monitoring approach to be more robust and less onerous.
IETA supports a vigilant and stringent regulatory enforcement regime to prevent market manipulation.
Unfortunately, in many respects, California has imposed a regulatory regime that oversees its cap-andtrade program, which is unnecessarily complex and administratively burdensome. Examples of current
disclosure requirements that should be revisited in 2016 regulation amendments include:


Employee Information Disclosure: California requires participants to report the names and contact
information for any and all employees that have knowledge of the registrant’s market position. In
some cases, this requirement translates into virtually all employees at the company. Requiring this
information can be incredibly costly to implement, overly burdensome, and simply unnecessary.



Consultant & Advisor Disclosure: California requires disclosure of any “consultants and advisors” that
assist on a broad range of issues – many of which have nothing to do with the carbon market. These
types of rules are neither necessary nor constructive. The current requirements also work to
dramatically limit third-party expertise and vital professional services available to the growing market.

Although some unique differences in carbon markets may exist, the underlying issues in commodity
markets regarding transparency and market power are in common. California’s regulation should be
amended to reflect market monitoring requirements that more closely reflect those implemented by
Quebec, the US EPA (for environmental commodities), and the CFTC for general commodity trading.
C. Simplify transaction process through a seller-generated, single sign-on transfer process.
In most commodity markets, including other cap-and-trade systems, transactions are completed virtually
instantaneously when a single representative of the selling entity enters the transaction into the tracking
system. No approval is required by a second representative of the seller, by a representative of the buyer,
or by the market regulator. Examples of this system include RGGI’s CO2 Allowance Tracking System
(COATS) and Allowance Tracking System used by the EPA’s Cross-State Air Pollution Rule (CSAPR) market.
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By contrast, California’s regulation creates an unwieldy and complex system requiring: 1) initiation of a
transaction by one of the Seller’s account representatives; 2) confirmation by a second Seller’s account
representative within 2 days of initiation; 3) a subsequent confirmation by a representative of the
receiving account, done within three days of initiation of the transaction; and 4) review by the executive
officer.1 Further, failure to complete a transaction within the stated time frame (e.g., if the Seller’s second
representative was unexpectedly out of the office for 2 days, or the seller’s representative was unavailable
on the third day) can subject both parties to be deemed in violation of the regulations and subject to
penalties.2
The current process is unnecessary and causes parties to incur significant administrative costs without
commensurate benefits. It also raises questions regarding compliance instrument ownership and liability
during the period between the time the seller submits the transfer and is ultimately approved in the
system – a situation that translates into substantial contractual uncertainty that inhibits the efficient
trading of allowances.
D. Do not require participants to maintain an individual domiciled in their jurisdiction.
Both California and Quebec require that cap-and-trade participants have an agent for service of process
within their jurisdiction, satisfying requirements that they are doing business within the jurisdiction and
subject to laws of the jurisdiction. Both jurisdictions also require program participants to maintain an
Account Representative domiciled in their jurisdiction. Requiring a company to ensure an employee is
domiciled in a specific state or province adds limited (if any) value to the jurisdiction, as the company
would already be fully subject to the jurisdiction’s laws and service of process. However, it subjects the
company to new sets of unfamiliar laws and regulations that can make it cost-prohibitive to engage in
trading. Without a clear and strong rationale to maintain this domicile requirement, we recommend it
be deleted in the amended 2016 regulation.
E. Allow affiliates operating in multiple jurisdictions to aggregate accounts.
California and Quebec currently allow multiple affiliates from the same company to register in their
jurisdiction. They also allow affiliates within a given jurisdiction to maintain consolidated accounts for
trading purposes. However, where an entity has affiliates in multiple linked jurisdictions, current California
regulations require that the accounts be disaggregated and maintained separately. Quebec regulations
do not have a similar requirement. Limiting the ability of affiliates to undertake intra-corporate
transactions in this manner serves little purpose, but can drive-up compliance and operating costs. We
therefore recommend that ARB amend regulation to allow for cross-jurisdiction accounts with linked
jurisdictions. As more jurisdictions, such as Ontario, seek to link with California, this proposed revision
will become increasingly important.

1
2

See ARB Regs 95921(a)(1))
See ARB Regs 95921(a)(4)
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3.

HOLDING LIMIT DESIGN IMPROVEMENTS

Based on broad and deep environmental market experience and evidence, IETA believes that holding
limits are difficult to effectively enforce while potentially impeding the proper functioning of a cap-andtrade program. Under its 2016 amended regulation, ARB should consider removing holding limits to
avoid unintended consequences and ensure the program provides flexibility necessary to achieve the
lowest possible costs of compliance. This observation particularly holds true for large market participants,
whose holding limits may at times be lower than their compliance obligations.
In addition, holding limits impede the ability of entities with lowest-cost financing to offer competitively
priced capital to the marketplace. These entities provide certain exchange-cleared allowance transactions
that allow California covered entities to take advantage of lower capital/borrowing costs from the market,
thereby lowering their carbon inventory financing costs. These types of transactions are commonplace in
many physical commodity markets, but are difficult to transact on a regular basis because of holding limit
restrictions. The consequence of holding limits therefore becomes: fewer opportunities for these types of
transactions; higher costs of capital for covered entities; and increased indirect costs for consumers and
ratepayers.
Should ARB be unwilling to remove holding limits in future regulatory amendments, we recommend
instituting suitable flexibility to address the unintended consequences and market distortions resulting
from holding limits. Such flexibility could be achieved through various approaches, such as:




Exempting certain types of transactions from the quantitative holding limit;
Providing a longer grace period for rectifying holding limit exceedances; and/or
Allowing for varying holding limits depending on the nature and obligations of certain participants.

IN CONCLUSION
Once again, IETA appreciates this opportunity to record our comments related to ARB’s workshop on
Potential Amendments to California’s Cap-and-Trade Regulation. Our multi-sector membership remains
committed to supporting the successful growth and evolution of California’s carbon market to costeffectively achieve the state’s ambitious climate goals to 2030 and beyond. If you have any questions
about these comments, or further clarification is required, please do not hesitate to contact IETA’s
Director of the Americas, Katie Sullivan, at sullivan@ieta.org.
Sincerely,

Dirk Forrister
IETA President and CEO
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March 11, 2016

Comments on Potential 2016 Amendments to the Cap-and-Trade Regulation
Thank you for the opportunity to provide these comments regarding potential amendments to the
Cap-and-Trade Regulation.
Headquartered in San Francisco, Origin Climate (formerly TerraPass) is a Certified B Corporation whose
mission is to fight climate change by bringing emission reduction projects to fruition. Since 2004, we
have helped dozens of family-owned dairy farms fund anaerobic digester projects through the sale of
carbon offsets. We serve as Authorized Project Designee for many such projects.
We are deeply appreciative of the positive impact that the Cap-and-Trade Regulation has had on
dairies seeking to improve their environmental performance by installing anaerobic digester
technology. California is the #1 milk producing state in the United States, and ARB's support for
digester technology is not only improving the air, soil, and water quality at and around dairy farms,
but it is also creating new California jobs in both urban and rural areas. We would like to offer the
following comments as means of increasing this positive environmental and economic impact:
•

Section 95973(b). A clearer method of testing for the regulatory conformance of offset
projects is needed. Many comments on this paragraph have been submitted in the past and
many are submitted on this current round of comments. With several years of practical
experience now behind us, there appears to be general consensus among all parties (ARB staff
included) that attempting to apply this language to real-life project situations is timeconsuming and in many cases ineffective in achieving its intended purpose.
We understand the fundamental need to prevent funds from the sale of offsets (which
ultimately derive from California ratepayers) from flowing to offset projects that are harming
or degrading the environment. We also understand the need to create cost containment
mechanisms that reduce the cost burden of the Cap-and-Trade Regulation on California
ratepayers while achieving the needed emission reductions.
The language as currently written fails to achieve these objectives effectively or efficiently
since it subjects the terms “enforcement action” and “directly applicable” to the interpretation
of staff with little experience in the operation or direct regulation of sites and facilities hosting
offset projects. This subjectivity has at times resulted in extensive fact-finding missions that
can stretch out over months (or longer) and absorb large quantities of staff time on all sides,
almost exclusively on issues that have no fundamental impact on or relationship to the
environmental integrity of the offset credits or projects.

4 Embarcadero Center, Suite 1400, San Francisco, CA 94111 | 415.692.3411 | originclimate.com
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For example, we have seen ARB staff make certain judgments about regulatory compliance
that go beyond any formal notice from the governing jurisdiction. It seems an undue burden
and process for ARB staff to interpret the legislative code of other states and jurisdictions—
particularly when those jurisdictions did not themselves issue a formal notice of
noncompliance.
With this in mind, we would offer the following ideas as a means of improving the efficiency
and efficacy of the offset program:
i.

Add language to clarify the definition of "enforcement action" as a fine, penalty, or
similar punitive action. Such a definition would serve to identify any real threats or
adverse impacts to the environment and avoid staff time being lost on extensive
research and adjudication of routine administrative notices, which comprise the
bulk of the communications (at least in the agricultural sector) between an offset
project operator and its regulator.

ii.

Add language to clarify the definition of "directly applicable" as laws or regulations
that apply to the incremental activities and facilities resulting directly from the
implementation of the offset project. This would help avoid the loss of staff time
on researching activities that have no bearing on the environmental integrity of
the projects and are not being funded by proceeds from the sale of offset credits.

•

Section 95973(b). Crediting eligibility should only affect the period of regulatory
noncompliance, not the entire Reporting Period. We echo the comments made by others
on this issue. Many instances of regulatory noncompliance are minor and temporary in nature
and are often remedied immediately upon discovery. As such they generally do not affect the
integrity of the remaining emission reductions within the reporting period. Furthermore,
removing a noncompliance interval from the emission reduction calculations within a
reporting period is not difficult to quantify or verify. Finally, if the Regulation ties the period of
ineligibility to the period of noncompliance, it would actually create an incentive for project
operators to return to full compliance as quickly as possible.

•

Section 95977.1(a) Rotation of Verification Bodies. The language in this section has been
applied in such a way as to disallow contracting with verification bodies after selecting a
different verification body. We recommend altering the language of Section 95977.1(a) to
specify that an offset project “shall not have more than six Reporting Periods verified by the
same verification body or offset verification team member(s) within a 9 year span, unless
otherwise specified in section...”

•

Comments specific to the Livestock Project Compliance Offset Protocol:
o

Appendix B Data Substitution Table B.1: We support other comments that have been
submitted regarding the data substitution related to data missing for a period of
greater than one week. When one parameter (i.e. flow) is missing for greater than one
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week but evidence of the operational activity is available, projects should not be
required to treat the gas as venting (i.e. take a zero BDE). This is not a venting event
and should not be treated as such.
o

6.2(a)(3) Requiring manufacturer calibration service every 5 years is an arbitrary
threshold and in some cases not recommended by the manufacturer. It is sufficient to
follow the manufacturer guidance on calibration requirements. For example, some
devices do not benefit by being removed from service and shipped across the country
for servicing because the manufacturer has engineered methods for the equipment
user to perform these same steps on site. We recommend the ARB not override the
manufacturer’s recommended calibration routines and schedules.

o

5.2(e) Site-specific biogas destruction efficiency (BDE). The table A.6 does not include
all common types of biogas destruction. We propose that the term “Boiler” be
expanded to read “Boiler, dryer, or other devices that combust gas for the purpose of
generating heat”.

o

6.2(d) Portable instrument calibrations need not be calibrated “once during each
reporting period” so long as the device was in calibration (per manufacturer
specification) upon use.

Origin Climate also would like to echo and support a few of the other points made by other parties:
•
•

Requiring “wet” signatures on documents is a dated practice and an inefficient use of time,
effort, and paper.
The ARB Cap-and-Trade Regulation should update its GWP of Methane to be consistent with
the latest numbers published in EPA 40 CFR Part 98.

Thank you for the opportunity to provide comments and please let me know if you would like to
discuss anything written above.

Sincerely,

Nick Facciola, P.E.
Director, Carbon Projects
Origin Climate Inc.
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Climate Change Program
California Air Resources Board
1001 I Street
Sacramento, CA 95812

COMPLIANCE OFFSET DEVELOPERS ASSOCIATION
Contact:
ktownsend@bluesource.com

Date: March 11, 2016
Subject: Amendments to the California Cap and Trade Program
To whom it may concern:
The Compliance Offset Developers Association (CODA) appreciates the opportunity to comment
on proposed changes to the California Cap and Trade Program. CODA is an association comprised of six
of the leading developers of emission reduction projects designed for compliance in the California Cap
and Trade program. CODA’s membership has substantial experience in the implementation of projects
designed to result in emission reduction offsets, and represents a majority of the offset projects listed
with the program.
CODA believes opportunity for substantial program improvements exists with respect to the
invalidation and regulatory compliance provisions.
Invalidation
CODA disagrees generally with both the utility and the necessity for the concept of invalidation as a
whole, and particularly where the cause of invalidation is related to any form of regulatory noncompliance. It is CODA’ s belief that the possibility of invalidation creates an inefficient market and
increases costs for California’s taxpayers, without serving a meaningful purpose with respect to the
quantification of emission reductions resulting from the overall program. Neither of the two
invalidation investigations which have occurred related in any way to the actual quantification of the
emission reductions credited. Instead, both investigations centered on regulatory compliance issuesissues which are under the jurisdiction of other regulatory bodies, and for which the parties involved in
the investigations could have been subject to fines and other penalties for the alleged violations. ARB’s
imposition of the additional financial penalty of offset invalidation, in the case of the Clean Harbors
investigation, invalidated credits which were “real, quantified, and verified”, and therefore served only
as an additional extra-jurisdictional penalty on top of any penalties imposed by the appropriate
regulators for the particular issue. In summary, CODA believes that the program could be substantially
streamlined by removing regulatory compliance as a cause of invalidation and returning regulatory
enforcement to the jurisdictions charged with enforcing the regulations.
CODA would support an alternative approach to preserve program and environmental integrity. We
note that other jurisdictions with both existing and potential links to California’s program are taking
other approaches that substantially reduce market risk and reduces costs.
If ARB should choose to retain invalidation provisions, there are several simple steps which could be
taken to at least provide greater clarity and equitability:
•

The potential invalidation period should be limited to 3 years, and provisions regarding initial
8 year periods, as well as second regulatory verification procedures, should be removed from
the Regulation. During the course of verification and issuance, the project reporting is reviewed
by a third-party verifier, a registry, and ARB. A second regulatory verification provides no
additional value and substantially increases project and program costs. 8 years is an arbitrary
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statute of limitations, and 3 years should be more than adequate to uncover and investigate
potential nonconformities.
•

CODA encourages ARB to build into the invalidation provisions the ability to discuss potential
invalidations with the developer in advance of launching a public invalidation investigation.
CODA believes that informal discussions could avoid the massive time and expense involved in a
full investigation proceeding in some instances.

Regulatory Compliance
Regulatory compliance requirements are present both in the invalidation provisions as well as the
issuance process for new offset credits. As stated above, it is our strong belief that regulatory
compliance issues should be addressed by the regulators who have jurisdiction over the project
activities and facilities. Regulatory compliance is an ongoing achievement that project operators strive
for in their dynamic and complex operations. As such, occasional instances of noncompliance are not
representative of malintent or poor environmental stewardship. Regulatory compliance is of course
important in a general legal sense, but is ultimately irrelevant in a strict accounting and verification of
the project activities for the purposes of quantifying emission reductions.
If ARB chooses to retain some form of regulatory compliance requirements, then we urge ARB to limit
such requirements in the following important ways:
•

Regulatory compliance, both with respect to invalidation and to general reporting period
eligibility, should only disqualify crediting during the exact period of time in which the project
or facility is out of compliance- the entire reporting period should not be disqualified because
of a violation during a single day or short period of time which is quickly resolved. By tying the
period of ineligible crediting to the period of noncompliance, the ARB would actually be
providing an incentive for project operators to return to full compliance as quickly as possible.
Removing a noncompliance interval from the emission reduction calculations within a reporting
period is not difficult to quantify or verify, nor would it affect the integrity of the remaining
emission reductions unencumbered by noncompliance. CODA suggests that the last sentence of
Section 95973(b) be rewritten as follows:
“An offset project is not eligible to receive ARB or registry offset credits for GHG reductions or
GHG removal enhancements achieved during the period of non-compliance if the offset project
is not in compliance with regulatory requirements directly applicable to the offset project.”

•

Regulatory compliance requirements should be very narrowly defined and construed. A clear
logical test would to determine whether the presence of the offset project caused or
contributed to the regulatory non-compliance- a “but for” analysis. For example, Were the
project activities the proximate cause of the non-compliance, or is the project simply present at
a facility that was not in compliance?

•

During the verification process, requirements for demonstration of regulatory compliance
should be limited to only those actually under the control of the developer- some example
issues to considero For ODS projects, developers are currently asked to demonstrate that the refrigerants
they purchased and later destroyed were recovered by an EPA-certified technician. This
type of request for post-hoc, third party documentation is somewhat unheard of- there
is no legal reason why the purchaser of refrigerants would have this documentation or
should have asked for it.
o Similarly, for ODS projects, there seems to be currently a move toward requirements
regarding documentation for transportation companies involved in the transport of
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refrigerants- how, and why, would we reasonably expect project developers to be
responsible for the proper licensing of third-party service providers? As in any other
business, developers should rely on the relevant authorities to enforce regulations on
our third-party providers.
•

Rules for Rotation of Verification Bodies should not disallow alternation. The language in
Section 95977.1(a) has been applied in such a way as to disallow contracting with verification
bodies after selecting a different verification body. We recommend altering the language of
Section 95977.1(a) to specify that an offset project “shall not have more than six Reporting
Periods verified by the same verification body or offset verification team member(s) within a 9
year span, unless otherwise specified in section...”

Thank you for your efforts to continue to improve this landmark program.
Sincerely,

Kevin Townsend, Blue Source LLC
CC:

Jonathan Stack, A-GAS Americas
Charles Purshouse, Camco Clean Energy
Derek Six, ClimeCo Corporation
Brandi Webster and David Couchot, Diversified Pure Chem, LLC
Nick Facciola, Origin Climate Inc.
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TO:

The Honorable Mary Nichols, Chair
California Air Resources Board

FR:

California League of Food Processors

DATE: March 11, 2016
RE:

California League of Food Processors Comments -- California Air Resources 2016
Amendments to the Mandatory Reporting and Cap-and-Trade Regulations for
Alignment with U.S. EPA Clean Power Plan

______________________________________________________________________________
The California League of Food Processors (CLFP) is a non-profit trade association based in
Sacramento that represents food processing companies with operations in California.
Proposed Changes to Mandatory Reporting and Cap-and-Trade Regulations
California has taken great strides in implementing a variety of programs to address climate change.
However, the Air Resources Board must remain focused on its lynch pin program, the cap-andtrade scheme. The success to date of California’s GHG reduction regulatory scheme has been
largely predicated on the ARB’s willingness to adjust the regulation to meet the realities of
implementing the economy-wide program to prevent harm to California’s industries – for instance,
delaying the start of the cap-and-trade; authorizing the allocation of 100% of allowances in the
second compliance period. As we move into the third compliance period and ARB and the
Legislature consider extending the current regulations beyond the 2020 deadline, it becomes even
more imperative that the ARB remains focused on the present.
With that in mind, CLFP submits our initial comments surrounding the amendments to mandatory
reporting and cap-and-trade regulations and for potential alignment with the federal Clean Power
Plan.
Inconsistent Verifications
Under the current guidance tomato processing facilities subject to current Cap-and-Trade and
Mandatory Reporting regulations are not being treated consistently. Inconsistencies in the
application of the benchmark based on the verifiers’ interpretation of the guidance have resulted in
the loss of allowances for some food processing facilities due to the disqualification of products.
Additionally, current MRR regulations do not require annual full verifications. However, due to
inconsistence guidance, verifications have essentially become full for food processors as verifiers
struggle with guidance application. These verifications increase the cost of compliance for food
processors.
RECOMMENDATION
CLFP recommends updating the guidance that will clarify the verification requirement for the food
processing industry allowing for a full verification only when necessary.
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CLFP has been working with staff to correct this situation and looks forward to finalizing the
proposed regulation changes that will bring consistency, clarity, and fairness to the product
measurement and the allowance allocation process for the food processing industry.
Changes to Reporting Deadlines
The ARB has proposed changing the deadlines for verification of product data for facilities subject
to the product-based benchmark from September 1 to August 1. Such a move will present
additional difficulties for the portion of the food processing industry that is subject to seasonality.
Many California processors are subject to summer harvest cycles which can run from late-June
through mid-October. The average season for food processing runs between 70 to 90 days. Once
the harvest commences, facilities will operate non-stop, 24-hours a day, processing fruits and
vegetables as they are
Under the current regulation, food processors are required to report product-based data in April.
The verification of the reported data then commences. As a result, verification of a seasonal
facility’s reported data occurs during the height of the processing season.
Even with the current September 1 deadline, many food processors must undergo time consuming
verification process, hosting verifiers and onsite facility verifications, during the most intensive
period for food processing facilities. Many of these facilities struggle to meet the current deadlines
due to the inability to assign vital staff or resources at the height of the processing season. Moving
the deadline for verification a month sooner will only further increase the difficulties for food
processors.
An unintentional consequence of moving the deadlines may result in increased costs for facilities
subject to the MRR. Verifiers would have less time in which to verify the facility data. Additionally,
the new deadlines may limit the number of clients a verifier can accommodate under the new
deadline. This is likely increase the costs of verification as verifiers attempt to make up for the loss
in clientele.
CLFP can fully sympathize with staff’s position given the seasonal food processing situation noted
above. ARB staff central issue was that reporters were waiting until the September 1 deadline to
file verifications. However, moving the deadline, giving staff more time, does nothing to ease the
pressure on facilities subject to such a deadline and, in fact, may make meeting the deadline even
more difficult.
RECOMMENDATION
CLFP believes incentivizing facilities to meet or beat the August 1 deadline constitutes a better
answer. CLFP recommends that the ARB reward facilities who complete the data and verification
process by August 1 through early deposits of allowances into those facilities’ CITSS accounts.
Additionally, all facilities failing to meet the August 1 incentive deadline will only have their CITSS
account funded on a date specified for all post-August 1 submissions.
Focus should be on Cap-and-Trade’s 3rd Compliance Period
The third compliance period promises to be the stress point that may result in the success or failure
of the cap-and-trade program going forward. Under the current scheme, the food processing
industry, as do all facilities with emissions under 100,000 tons annually, remains vulnerable due to
2
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the Air Resources Board’s medium leakage designation. Beginning 2017, food processors will
lose 25% of their allotted industry assistance.
Besides the increased costs and pressure due to the declining cap and ever-tightening
requirements, ARB has yet to take into account the number of enormous energy and operational
cost increases reporting facilities will face in the next few years which are unrelated to GHG
reductions policy.




Unprecedented increases in natural gas transportation costs
Increasing freight and fuel costs
Increased water costs due to new regulations

Coupled with the significant lack of new technologies available to offset such increases, it is
imperative that the ARB puts first things first. Finalizing the requirements for the third compliance
period must be the primary focus of the ARB’s efforts which, by necessity, must dictate 100%
allowance allocations for all obligated facilities.
Alignment of California’s cap-and-trade program with the EPA’s CPP is not a priority.
Currently, California continues to exceed Federal requirements in both energy and climate change
policies aimed at reducing GHGs largely due California’s 50% Renewable Portfolio Standard and
more than $1 billion in energy efficiency upgrades. Taken together, these two programs alone
would be sufficient to meet CPP requirements. Thus, the inclusion of California’s cap-and-trade
program is not a priority, but may be completely unnecessary.
While CLFP agrees that harmonization will eventually need to occur between the ARB and EPA’s
final rule, the recent stay of the CPP issued by the Supreme Court of the CPP affords California
legislators and regulatory agencies time to deliberate on how best to align the programs that will
protect California’s industries.
California’s continued role should be to stay the course of our already rigorous standards and
regulations without placing additional undue burdens on consumers and businesses of the state.
Trying to overreach in Federal compliance efforts or ceding our legal authority with regard to
current California programs that already support compliance may create unintended negative
consequences for California’s elected officials, regulators, businesses and consumers.
CPP Backstop
Even though CARB believes the CPP backstop will not be triggered, removing 10 million
allowances out of the market is still going to negatively affect the cap-and-trade market making the
program more expensive for every sector and ultimately California consumers.
Should you have any questions or need additional information, please feel free to contact John
Larrea, Government Affairs Director: (916) 640-8150
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March 11, 2016 | Submitted Electronically
Ms. Rajinder Sahota
California Air Resources Board
1001 I Street
Sacramento, CA 95184
RE: SCPPA Comments on February 24, 2016 Public Workshop Regarding Potential Revisions to ARB's
Mandatory Report Regulation and the Cap-and-Trade Regulation; Clean Power Plan Implementation
Thank you for the opportunity to provide these comments on the February 24, 2016 workshop staff presentations. The
primary focus of the workshop was to solicit high level-comments to the amendment concepts in conjunction with post2020 policy planning and integration with the federal Clean Power Plan (CPP) to both the Cap-and-Trade (C&T)
Regulation and the Mandatory Reporting Regulation (MRR).
The Southern California Public Power Authority (SCPPA) is a joint powers agency whose members include the cities of
Anaheim, Azusa, Banning, Burbank, Cerritos, Colton, Glendale, Los Angeles, Pasadena, Riverside, and Vernon, and the
Imperial Irrigation District. Each Member owns and operates a publicly owned electric utility governed by a board of local
officials. Our Members collectively serve nearly five million people in Southern California.
SCPPA and its Members support the Air Resources Board’s (ARB) continued efforts to improve the existing GHG
regulatory regime during the post-2020 policy update process. Most of the proposals presented were not specific enough
to comment on directly or with in-depth specificity to our members; the comments below reflect an initial review. SCPPA
strongly recommends more detailed discussions with stakeholders and looks forward to continued focus by ARB staff
and management on the impact of these proposals and any policy alternatives. It is critically important to the success of
the program that ARB staff share actual proposed regulatory text for stakeholder input prior to the formal release of 45day language, and to shed more light on staff deliberations in determining policy positions.
These comments follow the order of the workshop presentation and are not reflective of SCPPA priorities.
Potential Mandatory Reporting Rule Regulatory Updates
General Revisions and Timeline
SCPPA supports MRR clarifications towards improving the rule’s effectiveness and enforceability. It would be difficult
at this time to offer detailed comments on the high-level workshop presentation. SCPPA strongly recommends that
ARB release potential amendment language for stakeholders as an informal discussion draft prior to formally
releasing 45-day language for limited review. Such action will enable stakeholders to provide more detailed
comments to ensure the effectiveness and the achievability of the proposed regulatory amendments as early in the
regulatory process as is reasonably possible.
Accelerating the Verification Deadline
This proposal would have significant impacts on both regulated entities and the verification bodies themselves.
Changing the verification deadline from September 1 to August 1 will, as has already been acknowledged, have a
ripple effect throughout the reporting process. While we understand staff’s desire to better support C&T allocation
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timelines, the benefits here must significantly outweigh the possible detriment to a variety of stakeholders. We are
unconvinced that they would for the following reasons:
 At the workshop, it was stated that reporters and verifiers could simply use the time leading up to the verification
deadline more effectively, while encouraging earlier report submittals. Our Members’ have instead found that
the complexity associated with providing electricity to millions of California consumers requires a maximum
amount of time afforded under the existing MRR reporting deadline to ensure accurate reporting.
 There is a limited pool of certified verifiers available to reporting entities. This is even further constrained by
timing use-of constraints in the existing regulation – which requires a regular turn-over of verifiers, necessitating
more time, on a routine and indefinite cycle, to educate a new set of verifiers. SCPPA strongly urges ARB to
obtain feedback from third party verifiers both on the impact such a change may impose and hindrances it may
create to expanding the number of verifiers available. This dwindling pool of verifiers already portends problems
with ARB’s proposal to accelerate the reporting timeline. Indeed, based on SCPPA’s 2015 Request for
Proposals, to develop a ―master list‖ of ARB-certified verifiers for our Members to use – in an effort to help
streamline government reporting processes, less than half of the existing ARB-certified verifiers submitted
proposals.
 The amount of MRR-related verification work will increase going forward. It must in order to achieve California’s
newly-adopted policies to increase the Renewables Portfolio Standard from 33% to 50% by 2030 while requiring
a commensurate 40% reduction in greenhouse gas emissions by 2030 as well. These complementary policies
will prompt an accelerated transformation of the State’s already-complex energy generation and transmission
systems; therefore, assuming that associated emissions reporting can be effectively accomplished under an
accelerated timeframe with even more projects coming on-line seems imprudent.
SCPPA recommends that ARB re-evaluate existing restrictions on the use of verifiers, in addition to more actively
recruiting, training, and certifying the number of verifiers available to reporting entities going forward. Doing so will
be critically important to ensuring the success of the C&T and MRR programs. SCPPA further recommends that
ARB evaluate the potential benefits of utilizing national or international protocols as a basis for training, certification,
and to expand the pool of verifiers. ARB’s recent workshop on Low Carbon Fuel Standard verification seemed to be
heading in that direction.
Electric Power Entities
Staff proposed seven changes including four proposed clarifications, two efforts to work with CAISO on the Energy
Imbalance Market and market expansion, and one on the RPS Adjustment. SCPPA is supportive of regulatory
clarifications and the removal of ambiguities, but additional details are needed prior to our being able to make
substantive comments. Electrical entity reporting is extremely complicated; any changes made to base requirements
must have the specific language fully vetted with stakeholders to ensure achievability and efficiency prior to any
proposal being released as a 45-day packet. Even minor changes can impact SCPPA Members differently
depending on their size, balancing authority area, and electrical generating make-up. Given the aggressive
regulatory schedule and lack of additional scheduled workshops on this specific topic to date, SCPPA recommends
ARB informally propose actual language changes as soon as possible and convene a technical working group of
stakeholders to discuss more thoroughly.
The lack of substantive coverage regarding the RPS Adjustment was disappointing. CARB staff’s recommendation
of modifying and limiting the functionality of the RPS Adjustment remains a significant issue for SCPPA Members
(and the industry as a whole). It is an extremely important policy in the C&T Program that will have significant
ramifications to the success of the RPS Program – the former of which cannot succeed without the latter. The RPS
Adjustment helps ensure the affordability of renewables for Californians by avoiding duplicative costs.
Modifying the RPS Adjustment would send the wrong signal to other Western states that California will
penalize regional cooperation efforts – one of the fundamental goals of the federal Clean Power Plan. As such,
consistent implementation of the RPS Adjustment provisions is critically important to the program’s success. We
believe the staff challenges previously noted can be reasonably and mutually addressed to ensure its continued and
necessary role in reducing GHG emissions from the electricity sector, especially as investments in renewables
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increase across California and the broader Western electricity market. It is simply unreasonable to assume that a
50% RPS can be achieved by building all renewable projects within the State of California (particularly when trying to
reach a lower 33% RPS has already prompted some counties to pass local ordinances banning development of
utility-scale renewable projects). The numerous informative discussions on this topic highlight a need for a workable
solution. SCPPA looks forward to additional detailed policy and technical discussions on this issue prior to the
release of the 45-day regulatory package.
Other Proposed Verification Changes
Staff’s proposal to streamline processes to support the earlier August 1 verification deadline may benefit the program
and could be supportable by SCPPA – but, again, it is difficult to comment without additional details. One area that
SCPPA has some concern about is the staff proposal requiring reporting entities to certify reports at least seven
days prior to the verification deadline. This additional interim deadline could cause unnecessary restrictions on the
process without providing equivalent benefits. Also, the idea of an interim deadline should only be forwarded if the
actual verification deadline is altered. Please refer to concerns stated above.
Amendments to Mandatory Reporting and Cap-and-Trade Regulations for Alignment with Clean Power Plan
State Measures Plan
SCPPA has concerns that major policy decisions are being made without adequate information regarding
their impacts being presented to stakeholders as ARB’s sister agencies, and the Governor’s office,
aggressively pursue an expanded Western regional energy market. SCPPA appreciates the administrative
efficiency that a State Measures Plan can have with California’s already existing regulatory structure. But it is not
the only option available. SCPPA, along with the informal ―Joint Utilities Group‖ (JUG) summited comments to ARB
in October 2015 recommending that a final decision on the State’s approach be based on completed modeling and
additional information that would be shared with stakeholders – particularly now that additional time has been made
available to evaluate these extraordinarily complex issues with the Supreme Court’s ruling. Furthermore, this
additional work has yet to be shared with the stakeholders, including SCPPA and the JUG. Likewise, it was
suggested that ARB explore opportunities to link with jurisdictions implementing a mass-based CPP strategy, but the
presentation explicitly noted that California is not in formal discussions with any other states.
Proposed Cap-and-Trade Regulation Amendments to Align with Clean Power Plan
Compliance Periods
The staff proposed post-2020 compliance schedule will create additional complications for regulated parties,
especially within the electricity sector. Having successive compliance periods starting in 2017 of 3-2-2-3-2-2 years
may have unforeseen market impacts. Additionally reducing the compliance period by one year will increase the
likelihood that available hydropower will impact the C&T market more dramatically. SCPPA recommends ARB
thoroughly evaluate these complexities and market issues such that more information is available to stakeholders.
Having a federal CPP compliance period reporting deadline in July, while maintaining a C&T reporting deadline in
August or September and a full compliance demonstration in November only further complicates the existing
program. Additional details on exactly what data would be needed, and by when, should be provided to
stakeholders. SCPPA encourages ARB to work with the U.S. Environmental Protection Agency on a less
complicated and more uniform solution to this issue, particularly in light of the option in the Clean Power Plan to
submit a final plan in 2018 as opposed to 2016. Taking the time to work out these technical details now will help to
ensure the future success of California’s compliance efforts.
Federal Backstop
The staff proposal for a set aside of 10 million allowances as protection against missing the CPP glide path and
targets does not seem to ensure compliance with the CPP. While this appears to be a simple and straightforward
solution to the backstop, it is unclear if this mechanism prevents affected EGUs from paying twice for reductions and
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allowances. Further, the proposal does not provide any detail as to how the state would potentially adjust its
emissions glidepath to ensure that the interim targets are met and then maintained as of 2030. As stated previously,
more detail is needed in order for us to provide comments.
Leakage Prevention
SCPPA believes that including a ―new source complement‖ would provide California additional headroom to avoid
triggering the federal backstop provisions, because California’s mass-based limit would be increased to reflect new
EGUs. To prevent leakage of emissions and account for the increased incremental emissions associated with
projected new sources, EPA provides states both mass-based targets and mass new source complement
mechanisms. The reason cited by ARB—staff’s belief that it is not necessary because ―uniform incentives‖ already
are in place—does not take into account the full impact of new sources on the program.
SCPPA questions why ARB would not propose the new source complement to help demonstrate compliance with
the goals of the CPP as 1) California already includes new sources in the C&T program, 2) U.S. EPA allows the use
the new source complement, and 3) inclusion of this would better ensure that the backstop is not triggered.
Regulatory Schedule
SCPPA strongly recommends that stakeholders be provided actual regulatory language to review as
discussion drafts before the formal release of 45-day language. The proposed regulatory schedule is
aggressive and may not provide adequate time for stakeholders to fully review, analyze, and understand the
changes being proposed. Once adopted, these regulations will guide the sector for more than a decade and impact
infrastructure decisions that will last a generation. It is vitally important that any proposed changes are fully
transparent and well-understood by stakeholders and regulatory agencies alike prior to being adopted. Many of the
concepts presented at the workshop were just that: concepts.
Details become increasingly important with a program that only grows more complicated over time. We have seen
many instances where minor or major disagreements have arisen over what was intended or how the regulations
were drafted. SCPPA believes that the next implementation phase of the program will be much smoother if additional
time is taken now to ensure clear regulatory language and intent. In addition, a more transparent process for sharing
ARB staff’s analysis of stakeholder comments would help in finding common ground. We cannot propose alternative
solutions without clearly understanding staff’s concerns with previously-submitted recommendations.
Thank you for your time and consideration. SCPPA welcomes opportunities for continued collaboration to ensure that the
regulations ultimately put forth effective and fair regulatory programs.
Respectfully submitted,

Tanya DeRivi
Director of Government Affairs
Cc:

Sarah Taheri
Energy Analyst, Government Affairs

Craig Segall, ARB
Mary Jane Coombs, ARB
Brieanne Aguila, ARB
Patrick Gaffney, ARB
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L AW OFFICES OF SUSIE B ERLIN
1346 The Alameda, Suite 7, #141
San Jose, CA 95126
408-778-8478
berlin@susieberlinlaw.com

Submitted electronically
March 11, 2016
Rajinder Sahota
California Air Resources Board
1001 I Street
Sacramento, CA 95184
Re:

Comments of the Northern California Power Agency on February 24
Workshop on Proposed Amendments to the Cap-and-Trade Program

Regulation and Mandatory Reporting Regulation
Dear Ms. Sahota:

The Northern California Power Agency 1 (NCPA) appreciates the opportunity to provide these
comments to the California Air Resources Board (CARB) on proposed amendments to the Capand-Trade Program Regulation and the Mandatory Reporting Regulation (MRR), the February 2016
Staff Proposal: Addressing Clean Power Plan Compliance Through the Cap-and-Trade and Mandatory Greenhouse
Gas Emissions Reporting Regulations (CPP Staff Proposal), and stakeholder discussions during the
February 24 CARB Workshop.
During the Workshop, Staff introduced proposed amendments to the Cap-and-Trade Program
Regulation and MRR that would be effective beginning in the third compliance period, as well as
proposed changes to both sets of regulations to address implementation of the US Environmental
Protection Agency’s (EPA) Clean Power Plan (CPP), what would impact a post-2020 program.
NCPA appreciated the thoughtful stakeholder discussion regarding the various suggested
amendments to the regulations, and continues to review and assess their implications. At this time,
as more fully addressed herein, NCPA recommends the following:
 The verification deadline should not be moved from September 1 to August 1,
although regulatory amendments that refine the reporting and verification process
without imposing interim deadlines or additional compliance obligations should be
explored;
 Any proposed amendments contemplated in response to analysis of data regarding
the Energy Imbalance Market and expanded markets should be thoroughly vetted
with stakeholders;
 California should capitalize on the opportunity provided by the Supreme Court’s stay
of the CPP by taking the additional time it has afforded to work with stakeholders
and the EPA in developing the State’s CPP implementation plan;
1 NCPA is a not-for-profit Joint Powers Agency, whose members include the cities of Alameda, Biggs, Gridley,

Healdsburg, Lodi, Lompoc, Palo Alto, Redding, Roseville, Santa Clara, and Ukiah, as well as the Bay Area Rapid Transit
District, Port of Oakland, and the Truckee Donner Public Utility District, and whose Associate Member is the PlumasSierra Rural Electric Cooperative. NCPA owns, operates, and maintains a fleet of power plants that is among the
cleanest in the nation, providing reliable and affordable electricity to more than 600,000 Californians.
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 Any changes to the compliance periods should apply to all covered entities and
should not begin until 2020 or upon the effective date of the CPP;
 Development of a CPP backstop measure must be assessed in the context of the
entire Cap-and-Trade Program, including consideration of the total allowance budget
and related implications for all covered entities;
 The RPS Adjustment should be retained as an essential tool to ensure that electricity
customers do not incur GHG compliance costs for renewable energy imports; and
 The final budget and sector caps, and allowance allocation are key elements of the
post-2020 Cap-and-Trade Program that must be addressed ahead of making final
determinations regarding implementation matters.
GENERAL AMENDMENTS TO CAP-AND-TRADE PROGRAM AND MRR
Amending the Verification Deadline
Staff is proposing to move the verification deadline from September 1 to August 1, to better support
the existing Cap-and-Trade Regulation. NCPA is concerned that such a drastic reduction in the
time allowed to complete the necessary verifications would place a significant hardship on
compliance entities. Shortening the time to complete the verification assumes that the only reason
reports are not submitted earlier is due to inefficiencies in the current reporting and verification
processes, presumably by both compliance entities and verifiers. However, that is not the case.
Preparing complete and accurate reports requires the compilation of data, some of which must be
obtained from third parties. Delays beyond the control of the reporting entity can occur in
obtaining accurate or necessary data for these third parties. Once all of the information is obtained
and deemed accurate, the final reports are prepared and submitted. After submitting the necessary
reports, the information must be verified pursuant to strict timelines and standards set forth in the
Regulations. This includes site visits and review of the material, which are time-intensive processes,
both for the reporting entity and verifiers. Coordinating schedules and ensuring the necessary
individuals and facilities are available for third party visits can be restrictive. Even once that process
begins, unforeseen delays can occur. For example, there are often instances where a series of
exchanges between the verifier and reporting entity is necessary to clarify outstanding questions, or
when additional data from another source or agency is necessary to complete the process.
Shortening the time during which these exchanges and processes must be conducted increases the
potential for error, diminishing the overall efficacy of the exercise. Decreasing the number of
available days for compliance entities to work through verification would hinder the process, rather
than facilitate it.
NCPA also has concerns with CARB’s suggestion to develop interim deadlines to facilitate the shift
to earlier verification submittals. Including interim requirements and deadlines would only add to
the administrative burden associated with the reporting and verification process without providing
any real change in the overall time necessary to complete these important and time consuming
exercises. Added to this is the concern that new and accelerated deadlines would result in errors,
which could actually require more time to resolve. For example, trying to accelerate the process may
jeopardize the accuracy of the initial reports, requiring corrections and amendments after the fact.
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Amendments Affecting Electric Power Entities
Several amendments to the provisions regarding electric power entities were discussed during the
Workshop and characterized as “clarifications” by Staff. Staff stated that the amendments would
not change the current regulatory requirements or the point of regulation, but would incorporate the
agency’s existing guidance on specific issues into the Regulation. This includes clarifications
regarding: (1) the “lesser of” analysis; (2) reporting sales into the CAISO; (3) the definition of “first
point of receipt”; and (4) power reporting requirements for generation providing entities. To the
extent that the amendments add this guidance to the Regulation and do not make substantive
changes to the reporting process or responsible party, their inclusion should be ministerial.
However, in the event that the revisions go beyond the existing language found in the CARB
guidance documents and substantively alter existing practices, a workshop specific to the impacts on
electric power entities should be held to discuss those changes.
Refining the RPS Adjustment
Following the December 14 Workshop, several parties submitted comments to CARB regarding the
importance of retaining the RPS Adjustment, noting the important role that the Renewables
Portfolio Standard (RPS) program plays in reducing GHG emissions and advancing the State’s
climate change policies and objectives. Those comments included proposed revisions to the current
regulatory language that would address the concerns raised by staff and stakeholders alike, without
diminishing the value of the renewable resources at issue or imposing an additional compliance
obligation on covered entities. The RPS Adjustment is an important and necessary tool to ensure
that California consumers realize the full value of their investments in carbon-free resources. NCPA
urges Staff to carefully consider those comments and engage in further discussions with stakeholders
on proposed amendments to the regulations that retain the RPS Adjustment and ensure the integrity
of the program. It is entirely appropriate for the Cap-and-Trade Program and the RPS Program to
work in concert, and the RPS Adjustment is means by which they can do so.
Monitoring the EIM and Potential CAISO Market Expansion
During the Workshop and in the Workshop Presentation, Staff noted that CARB is looking at data
regarding the Energy Imbalance Markets (EIM) and issues associated with the potential expansion
of the California Independent System Operator (CAISO). Although raised in the context of
proposed amendments to the regulations, this discussion was not associated with any specific
proposals for regulatory amendments. The California energy markets will see changes as a direct
result of the expanded EIM and the CAISO’s changing role. Since those changes will directly
impact electric power compliance entities, they may eventually necessitate adjustments to the Capand-Trade Program and MRR. To the extent that CARB is contemplating changes to the
regulations based on its analysis of this data, or as a result of discussions with the CAISO, NCPA
encourages Staff to share such proposals with stakeholders as soon as practicable. Ideally, any
changes CARB is considering would be presented in the form of a position paper, and made
available for stakeholder analysis and review in advance of workshops to discuss the topic.
CAP-AND-TRADE PROGRAM REGULATION AMENDMENTS FOR CPP
CARB has indicated that the Supreme Court’s stay of implementation of the CPP pending
disposition of the petitions for review in the DC Circuit will not change the focus of the State
climate program. Even without a change in focus, this action does provide California with the
opportunity to take more time to develop the State Plan. CARB can utilize the additional time to
complete further analysis, continue to engage affected stakeholders, more thoroughly coordinate
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CPP implementation matters with the ongoing work on the Scoping Plan Update, and continue
discussions with EPA staff on key program elements; all of which will ultimately ensure a more
comprehensive and well developed State Plan.
NCPA appreciates Staff’s release of the Staff Proposal for regulatory amendments to address
implementation of the CPP in advance of the workshop. Of the issues discussed in the Staff
Proposal, the compliance period changes and structure/funding of the backstop have the greatest
potential to impact compliance entities in all sectors, and raise the most questions regarding their
potential implementation. As such, further analysis of these proposals is necessary before a final
recommendation can be forthcoming. The following comments address areas of concern and
matters that require additional information and deliberation before moving forward.
Post 2020 Compliance Periods
Staff proposes changing the Cap-and-Trade Program compliance periods to directly align with the
CPP compliance periods. As such, after an initial bridge period, California’s program will have twoyear compliance periods with one three-year period during a transition period. NCPA understands
that CARB wants to signal to potential trading partners that the state is willing to work towards
intra-state trading. However, reducing the compliance period to two years will alter the program’s
dynamic, and could adversely impact the cost and availability of allowances in the market. The
current three-year compliance periods were adopted based on an extensive record that demonstrated
the benefits to compliance entities and the markets. Conversely, shorter compliance periods could
put more stress on allowance markets and reduce flexibility for compliance entities. The existing
structure has proven effective. Before making such a significant change to the program, NCPA
encourages more discussion with EPA to explore ways the State can comply with the CPP
requirements and trade with other jurisdictions, while retaining the basic California program
structure that has been so successful.
If it is determined that changes to the compliance periods are warranted, all compliance entities
should be subject to the same requirements; amending the program so that the electricity sector or
just affected electric generating units (EGUs) are the only entities subject to shorter compliance
periods would undermine the entire market structure basis of the existing program and put those
entities at a competitive disadvantage in the market.
Additionally, the discussions regarding changed compliance periods must also include considerations
of surrender obligations; the merits and impacts of a two-year compliance period cannot be fully
assessed until it is determined how allowances would be surrendered in a shorter compliance period.
While CARB staff does not anticipate any changes to the existing surrender requirements under the
current program, the surrender requirements – if any – would be required in the first year of a
compliance period.
Creating a CPP Backstop
The Staff Proposal recommends a two-part CPP backstop measure that consists of a specific setaside of post-2020 allowances and shared responsibility amongst all EGUs in the event that the
backstop is triggered. While CARB Staff has repeatedly stated that it is highly unlikely that the
backstop will be triggered, no matter how slight the possibility, it is imperative that this program
feature be well developed. As proposed, the backstop mechanism raises a number of questions that
must be further explored prior to finalizing the design elements, including the impacts that the setaside will have on the availability of allowances for the remainder of the program post-2020.
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Level of the Set-Aside: The proposal set aside of 10 million metric tons CO2 equivalent,
has been characterized as equivalent to “roughly 20%” of the allowances for the sector.
Staff has indicated that initial analysis show the State is projected to be below the EPA
requirement of the 48 million short tons cap for California by approximately this amount.
Additional analysis should more fully assess the relationship between the State’s own
emission cap and emission projections, and the federal projection. Since the California cap
is already characterized as “tighter” than the federal mandate, removing this many
allowances from the State’s program could be excessive. Until the actual post-2020 cap is
set, it is not possible to fully evaluate the implications of any proposed set-aside amount in
the context of the impact it would have on the entire program.
Source of the Set-Aside: Staff has proposed that the set-aside come from post-2020
allowances. Assuming this approach is used, the set-aside should be funded from the entire
allowance budget, and not counted solely against the EGUs or electricity sector.
Cost Containment and Impacts of Set-Aside on Other Sectors: During the Workshop,
Stakeholders raised concerns regarding the impacts that the set-aside would have on the rest
of the market and other covered sectors. This inquiry stresses the importance of discussing
this issue in the context of the entire cap-setting discussion. The extent to which the post2020 program will also employ the existing allowance price containment reserve must also be
considered, as this will also have an impact on the number of allowances available in the
market for compliance entities.
Equal Responsibility for Exceedance: Staff proposes that all EGUs share in the
responsibility to bring the state back into compliance should the state fail to meet its
emission reduction targets and the backstop is triggered. Staff notes that such an approach
is appropriate because there are no entity-specific caps in the CPP, as the federal limit is not
EGU-specific. However, this proposal could result in some entities – namely those that fully
met their compliance obligations under the Cap-and-Trade Program – bearing a larger
burden for bringing the state into compliance with the CPP. Before adopting such a
measure, the following questions must be fully explored:
o How can CARB ensure that EGUs that met their full compliance obligation
under the Cap-and-Trade Program do not pay for the same compliance
obligation twice?
o If an entity fails to meet its Cap-and-Trade Program compliance obligation, can
the additional allowances surrendered due to untimely compliance be designated
to the set-aside?
o CARB expressed concerns that regional variabilities could cause changes in
energy supply, which could impact the entire market if only EGUs in a certain
region were accountable; if the shortfall in compliance can be attributed to
specific EGUs, should the State explore a way to hold just those EGUs
accountable?
ALLOWANCE BUDGETS AND ALLOWANCE ALLOCATION
CARB is currently considering various options for setting the post 2020 budgets. The economywide allowance budget, sector cap-setting, and allowance allocation amongst covered entities within
the various sectors are critical elements of the overall Cap-and-Trade Program that must be
addressed as soon as possible. Resolution of these matters informs and impacts many proposed
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amendments to the Cap-and-Trade Program, including the final CPP backstop proposal. NCPA
looks forward to Staff’s proposals on these key issues in advance of the March 29 workshop on this
topic.
CONTINUED DIALOGUE AND WORKSHOPS ARE CRITICAL
NCPA appreciates the time and resource commitment necessary to host a productive stakeholder
workshop. Workshops present a unique opportunity for staff and stakeholders to engage in
discussions on issues, and further develop concepts and ideas in real-time, rather than merely
through reviewing and replying to written comments. The upcoming amendments will make
significant changes to the existing Cap-and-Trade Program that go far beyond their compliance
period that marks the end of the existing program under the current regulation. Those amendments
mark the beginning of a new Cap-and-Trade Program for California’s compliance entities, and will
impact not only affected EGUs subject to the EPA CPP, but all sectors of the economy-wide Capand-Trade Program. Discussion of the final cap, allocation of allowances (both amongst the
covered sectors and to compliance entities within those sectors), compliance periods, costcontainment measures, and reporting and verification deadlines, and linked partners are all
interrelated issues. Because of the magnitude and breadth of the issues contemplated in the
upcoming amendments, NCPA encourages CARB to provide discussions and policy proposals on
each of these issues, and to schedule additional workshops so that stakeholders and staff can engage
in the kind of fruitful and useful discussions.
CONCLUSION
NCPA appreciates the opportunity to provide these comments and looks forward to working closely
with Staff and other stakeholders as the State works through these important issues. If you have any
questions regarding these comments, please do not hesitate to contact the undersigned or Scott
Tomashefsky at 916-781-4291 or scott.tomashefsky@ncpa.com.
Respectfully submitted,

C. Susie Berlin, Esq.
LAW OFFICES OF SUSIE BERLIN
Attorneys for the:
Northern California Power Agency
cc:

Craig Segall
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Comments ARB MRR and Cap-and-Trade Regulation due 3.11.2016
US Supreme Court, in Opinion 15A787 Chamber of Commerce, ET AL. v. EPA, ET AL,
stayed Carbon Pollution Emission Guidelines for Existing Stationary Sources:

Electric Utility Generating Units 80 Fed. Reg. 64,662 (October 23, 2015), on February 9,
2016.
With this stay, can USEPA require California to go forward as this rule effects out of
state issues.
Joyce Dillard
P.O. Box 31377
Los Angeles, CA 90031
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California Air Resource Board
Peter Weisberg, Senior Investment Manager, The Climate Trust
March 11, 2016
Recommendations for 2016 Cap and Trade Regulation Amendments to change the
application of “regulatory compliance” and procedures for invalidation for offset
projects
_____________________________________________________________________________________
The Climate Trust was founded in 1997 as a nonprofit organization to assist new fossil-fueled power
plants comply with the Oregon Carbon Dioxide Standard—the nation’s first legislation to curb emissions
of carbon dioxide. Since that time, The Climate Trust has committed $31.7 million to greenhouse gas
offset projects, including investing in thirteen biogas projects throughout the United States. The Climate
Trust has launched a new carbon fund currently investing in the construction of livestock digesters in
return for partial ownership of the resulting carbon credits. In this way, The Climate Trust is financing
projects based on their ability to generate and sell carbon credits.
As mentioned in our previous comments on invalidation, The Climate Trust supports the work of ARB to
ensure that offset projects meet local, regional and national environmental and health and safety laws.
The current strict and inflexible requirements for regulatory compliance, however, create a significant
barrier to the much needed development of anaerobic digesters.
The Climate Trust recommends ARB rewrite Section 95973(b) of the regulation to create additional
flexibility in the application of “regulatory compliance” requirements to encourage the financing and
adoption of anaerobic digesters.
Section 95973(b) of the regulation currently reads,
The project is out of regulatory compliance if the project activities were subject to enforcement
action by a regulatory oversight body during the Reporting Period. An offset project is not
eligible to receive ARB or registry offset credits for GHG reductions or GHG removal
enhancements for the entire Reporting Period if the offset project is not in compliance with
regulatory requirements directly applicable to the offset project during the Reporting Period.
Because digesters are related to, and in some cases part of, Concentrated Animal Feeding Operations
that face a large number of environmental, health and safety regulations, this language creates
significant risk for anaerobic digesters. The Climate Trust recommends the following modifications to
the language:
1) Narrow the definition of regulatory compliance as it relates to livestock projects.
To support the financing and adoption of anaerobic digesters, The Climate Trust recommends the
California Air Resource Board specify a narrow definition for the “project activities” associated with
anaerobic digesters. Many digesters are developed, owned and operated by third parties that are
separate from the owners of the dairy or swine farm. These projects generally have explicit Manure
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Supply Agreements that make it clear at what point the digester developer owns or services manure and
at what point it no longer owns or services manure. If an enforcement action occurs due to the
management of manure at a time when the digester developer does not own or service the manure, it
should not be considered to be part of the digester’s “project activities” and therefore should not trigger
a violation of regulatory compliance at the offset project. Furthermore, at most livestock facilities
manure is eventually land applied whether or not the livestock facility has an anaerobic digester. This
land application therefore should not be considered to be part of the digester project activities. The
Climate Trust recommends ARB interpret manure disposal to be complete after manure is sent to the
post-digestion effluent pond or once ownership of the manure is transferred back to the livestock
facility.
2) Limit a violation of environmental regulatory compliance to those enforcement actions that are a
result of material adverse environmental impacts.
In addition, the regulation should give the California Air Resource Board the flexibility to determine
which enforcement actions result in material adverse environmental impacts. Only those enforcement
actions with material adverse impacts should trigger a violation of regulatory compliance. Material
issues must be treated differently than minor administrative violations.
3) Allow for temporal flexibility to only eliminate those credits that are generated during the actual
violation, not all those credits generated throughout the reporting period.
Most importantly, additional temporal flexibility is sorely needed. As outlined in Section 95973(b), the
entire Reporting Period is ineligible to generate credits if a violation of regulatory compliance occurs at
any point throughout the reporting period. Eliminating an entire reporting period roughly eliminates
10% of the offsets a livestock project is expected to generate over a ten year period. This is a significant
reduction in revenue to financially marginal projects with significant greenhouse gas benefits. The
Climate Trust recommends ARB only eliminate the project from generating credits for the period in
which the violation is active. Violations that occur over a week should only eliminate the crediting for
that week, not the entire reporting period.
The Climate Trust recommends ARB replace its current approach to invalidation with a mechanism
that is similar to Quebec’s Environmental Integrity Account.
Regulatory compliance issues are central to ARB’s rigorous process of monitoring, verification, review by
a third-party registry, and final review by ARB. The Climate Trust believes this procedure for credit
issuance is sufficient to ensure the integrity of credits. After offsets are issued, offset project owners
continue to face the risk that credits will later be invalidated. Quebec uses a fundamentally different
approach to replacing credits later found to be invalid, the Environmental Integrity Account (EIA)
mechanism. Under the EIA, all participants in the market pay into a buffer pool that can be drawn on in
the event of invalidation. In this way, invalidation risk is shared with all market participates.
Thank you for your consideration. Please let me know if any additional information or clarification would
be helpful.
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Daryl R. Maas
Maas Energy Works Inc
1670 Market Street, Suite 256
Redding, CA 96001
(210) 527-7631
daryl@maasenergy.com
March 10, 2016
RE: Comments from Maas Energy Works, Inc on the Air Resources Board’s Staff Proposal Addressing
Clean Power Plan Compliance Through the Cap-and-Trade and Mandatory Greenhouse Gas Emissions
Reporting Regulations Released on February 24th, 2016.

INTRODUCTION
Maas Energy Works (MEW) was founded in 2010 as a developer, owner, and operator of dairy
manure digester facilities (www.maasenergy.com). Including digesters owned by Farm Power Northwest
LLC, MEW operates ten dairy manure digester facilities with many more in development. All of these
facilities produce greenhouse gas emissions reductions under various protocols, resulting in over
130,000 tons of CO-2e reduced per year.
MEW’s comments herein relate primarily to the issue of invalidation and regulatory compliance.
MEW supports the work of ARB to ensure that offset projects meet local, regional and national
environmental and health and safety laws. The current strict and inflexible requirements for regulatory
compliance, however, create a significant risk for anyone considering an investment in a digester.
Speaking as a developer whose job it is to convince farmers that digesters are a solid investment, it is
very difficult to convince them to invest time and money when a whole year’s carbon revenue could be
invalidated through a minor, unrelated permit infraction elsewhere on the dairy.
RECOMMENDATIONS
MEW recommends the California Air Resource Board rewrite Section 95973(b) of the
regulation to create additional flexibility in the application “regulatory compliance” requirements to
encourage the financing and adoption of anaerobic digesters.
Section 95973(b) of the regulation currently reads,
The project is out of regulatory compliance if the project activities were subject to enforcement
action by a regulatory oversight body during the Reporting Period. An offset project is not
eligible to receive ARB or registry offset credits for GHG reductions or GHG removal
enhancements for the entire Reporting Period if the offset project is not in compliance with
regulatory requirements directly applicable to the offset project during the Reporting Period.

1
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Because digesters are usually part of Concentrated Animal Feeding Operations that face a large
number of environmental, health and safety regulations, this language creates significant risk for
anaerobic digesters. MEW recommends the following modifications to the language:
1) Narrow the definition of regulatory compliance as it relates to livestock projects.
To support the financing and adoption of anaerobic digesters, MEW recommends the California
Air Resource Board specify a narrow definition for the “project activities” associated with anaerobic
digesters. Many digesters are developed, owned and operated by third parties that are separate from
the owners of the dairy or swine farm. These projects generally have explicit Manure Supply
Agreements that make it clear at what point the digester owns manure and at what point it no longer
owns manure. If an enforcement action occurs due to the management of manure at a time or location
where the manure was not owned or processed by the digester facility, it should not be considered to
be part of the “project activities.” For example, at most livestock facilities manure is eventually land
applied whether or not the livestock facility has an anaerobic digester. This land application therefore
should not be considered to be part of the project activities. ARB should interpret manure disposal to be
complete after manure is sent to the post-digestion effluent pond or once ownership of the manure is
transferred back to the livestock facility. To do otherwise would be to make the digester project
responsible for other manure activities that would occur on the dairy whether or not it hosted a
digester.
2) Limit a violation of environmental regulatory compliance to those enforcement actions that are a
result of material adverse environmental impacts.
In addition, the regulation should give the California Air Resource Board the flexibility to
determine which enforcement actions result in material adverse environmental impacts. Only those
enforcement actions with material adverse impacts should trigger a violation of regulatory compliance.
Material issues must be treated differently than minor administrative violations. In many cases,
regulators will issue an enforcement action only to direct changes to the operations (a “fix-it ticket”) and
the regulator has no intention to impost a monetary penalty, or to impose only a very minor fine. But
the consequences such an enforcement for a dairy that has a digester may be orders of magnitude
larger than for a dairy without a digester. This outcome tends to impede digester development. In fact,
it will only take a few large, high profile losses of a full year’s carbon credits to spread word around the
grapevine of dairy farmers that digesters are too risky and the carbon revenue can’t be counted on. This
result will have even broader ramifications among lenders, who will not want to use future carbon
revenue forecasts as reliable future income for loan repayment.
3) Allow for temporal flexibility to only eliminate those credits that are generated during the actual
violation, not all those generate throughout the reporting period.
As outlined in Section 95973(b), the entire Reporting Period is ineligible to generate credits if a
violation of regulatory compliance occurs at any point throughout the reporting period. Eliminating an
entire reporting period roughly eliminates 10% of the offsets a livestock project is expected to generate
over a ten-year period. This is a significant reduction in revenue to financially marginal projects with
2
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significant greenhouse gas benefits. In MEW’s mind, a much more defensible punishment would be to
eliminate the project from generating credits for the period in which the violation is active. Violations
that occur over a week should only eliminate the crediting for that week, not the entire reporting
period.
4) The offset protocols have materiality thresholds to determine their accuracy built into them.
It seems unnecessary and inefficient for ARB to require that every protocol discrepancy even
those that are non-material and conservative (under estimated offset volume) be changed.

5) The requirement for “wet signatures” on various ARB forms is inefficient and out of date.
There are many ways in which electronic signatures of various types are used to conduct
business in credible and safe ways. We encourage ARB to pursue these in order to streamline the
administrative steps of the offset program.

Thank you for your consideration and the opportunity to comment. Please let me know if any
additional information or clarification would be helpful.

Respectfully Submitted,

Daryl R. Maas
Chief Executive Officer
Maas Energy Works, Inc
(210) 527-7631
daryl@maasenergy.com
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Chairman Mary Nichols and Members of the Board
California Air Resources Board
1001 I Street
Sacramento, California
March 11, 2016
RE: CARB 2016 Cap and Trade Regulation Amendment Comments
Dear Chairman Nichols and Members of the Board,
Camco International Group, Inc. (Camco) is pleased to have the opportunity to submit the
following comments for potential revisions to the ARB Cap-and-Trade Regulation. Camco is
a representative for 23 offset projects within the ARB Cap-and-Trade program, having issued
over 1 million ARB Offset Credits (ARBOCs) from 54 project reporting periods. Camco has
extensive experience in documenting and qualifying emissions reductions as offset credits
and we provide the suggestions below with the aim of improving the efficiency,
predictability and fairness of the ARB program in order to stimulate additional activity
within the emissions reduction and offset sector.
General Regulation
•

Invalidation and regulatory compliance considerations:
o We recommend that the regulatory compliance language of the regulation is
revised so that a regulatory violation or non-compliance only impacts a
project’s potential to claim offsets if the violation or issue is deemed to be
material to the offset project. The current language appears to leave very little
discretion to regulators and verifiers with regards to the significance, duration
and impact of any breach of regulations by a project facility. We have seen
instances where minor infractions or changes in the interpretation of permit
language could potentially result in significant loss of credits (income) for a
project. These breaches, although within a project boundary, may have no
impact on the number of offsets generated, have often already been addressed
to the satisfaction of the relevant regulatory authority and the uncertainty
created discourages future participation in the offsets program.
o We recommend that the regulatory compliance language be revised so that a
material violation or issuance of non-compliance results in a loss of offsets
only for the period of non-compliance and not an entire reporting period.
Depending upon the nature of the violation, a facility that is deemed to be outof-compliance can become compliant within a short period of time and the
inability to generate offsets for the entire reporting period is overly punitive.

Camco International Group, Inc
333 Perry Street, Suite 301
Castle Rock, Colorado 80104
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•

Global Warming Potential of Methane: We recommend that the GWP of methane
used in the ARB Cap-and-Trade Regulation offset calculations be 25 (instead of 21),
so that this value is consistent with EPA and international guidelines as well as other
State of California Agencies (see CDFA - Dairy Digester Grant Program). For EPA
reference of methane GWP = 25, please refer to EPA – 40 CFR 98 effective 1/1/2014,
page 21. Given the increasing focus on short-lived climate pollutants by officials and
regulators state-wide and federally increasing the GWP would seem to be a
straightforward way to further encourage the development of methane reduction
projects.

Comments specific to the Livestock Projects Compliance Offset Protocol:
•

Use of Site-Specific Bo (Equation 5.8): We recommend revising Equation 5.8 of the
Livestock Protocol to add a footnote allowing OPOs or APDs the option to use a sitespecific Bo for digester effluent when calculating methane emissions from the BCS
effluent pond. This option was included in the October 20, 2011 version of the
Livestock Protocol, but dropped from the November 14, 2014 Livestock Protocol.
The option of using a site-specific Bo (with supporting laboratory data and
documentation) is relevant as use of site-specific data is a more accurate reflection of
the methane producing potential of the Project digester effluent that is going to the
effluent storage pond.

•

Data Substitution (Appendix B – Table B.1.): We recommend a revision to the
language in B.1 related to Data missing for a period of Greater than 1 week. The
current Table indicates that Zero BDE be applied to the device in question with
missing data of any parameter for more than one week. Such approach is reasonable
if the missing parameter is operational activity, however such approach to missing
flow data is overly punitive if the operational activity was effectively monitored
during the period of missing flow data. For example, if flow data to an engine was
missing for 8 days, but the kilowatt hour production meter was effectively monitored
for the entire 8-day period, then the missing flow data should be calculated according
to the Data Substitution guidance and the BDE of the engine should be considered for
that time period. We thus recommend the language be revised to allow actual
monitored BDE to be applied to data substitution of flow data for greater than one
week. If operational activity was not monitored during any portion of the missing
flow data – then zero BDE be applied.

We would welcome the opportunity to have further dialogue with ARB staff to discuss these
comments and the improvements we suggest.
Yours sincerely,

Charles Purshouse
Vice President – Renewables and Environmental Markets
Camco International Group, Inc
333 Perry Street, Suite 301
Castle Rock, Colorado 80104
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Valley Electric Association, Inc. Comments on February 24, 2016 Workshop on Amendments
to the Cap and Trade Program
March 11, 2016
Valley Electric Association, Inc. (VEA) appreciates the opportunity to provide comments to the Air
Resources Board (ARB) on the proposed changes to the electric sector regulations following the
staff’s February 24, 2016 workshop. In particular, VEA appreciates the staff’s reconsideration of
the Cap and Trade Program rules in light of the regional electric market expansion. VEA offers the
following comments on the EIM and potential day-ahead market impacts on the Cap and Trade
Program.

VEA primarily serves Nevada load. In 2013, VEA turned the operational control of its transmission
assets over to the California Independent System Operator (CAISO) and transitioned its Nevada
load into the CAISO Balancing Area Authority.

With the Energy Imbalance Markets (EIMs) going into place and the possible expansion of the
CAISO’s day-ahead market to the PacifiCorp region, issues associated with the CAISO service of nonCalifornia load are becoming much more visible.

Since joining the CAISO, VEA has experienced the challenges associated with serving non California
load through the CAISO and under the Cap and Trade Program. The Cap and Trade Program
regulations are imperfect for entities such as VEA. Quite simply, the concept of using the CAISO tags
to track service to load under the Cap and Trade rules no longer works well once the CAISO service
extends beyond the California borders. For example, when a third party provides energy through
the CAISO to serve VEA’s Nevada load, there currently is no reporting mechanism to exempt that
CAISO throughput energy from being reported as a California import under the Cap and Trade
regulations.

The CAISO created a mechanism that avoids these complexities for the EIMs, but today entities like
VEA are not eligible to apply those methodologies. The ARB is taking up issues of the EIMs and the
regional expansion under its current rulemaking. (See slide 15 of the February 24, 2016 workshop
presentation.) The CAISO also has been working on an alternative proposed GHG reporting
mechanism as part of its regional expansion policies, and while the CAISO was scheduled to release
its initial proposal in February, this proposal has not yet been released. VEA is concerned that the
CAISO and ARB are collaborating on potential alternatives but not in a public venue where other
interested parties can participate.

VEA encourages ARB to release conceptual alternatives for public discussion as soon as possible.
VEA is hopeful that a California Cap and Trade policy that is more robust to non-California entities
participating in the CAISO markets will emerge and is eager to begin open discussions about such
policies. ARB staff has assured VEA that this policy making is the opportunity to make adjustments
to policies in consideration of non-California CAISO load, and VEA urges ARB to focus on such
changes within the context of public discussion as soon as possible.
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ClimeCo Corporation
environmental market solutions
Derek Six
Senior Vice President
dsix@climeco.com
814-280-7455

March 10, 2016
Comments Re: 2016 Cap and Trade Regulation Amendments
Dear CA Air Resources Board:
Thank you for the opportunity to comment on proposed changes to the Cap and Trade Regulation and
to suggest additional improvements to the Regulation. As a developer of numerous ODS Destruction
and Livestock Methane Capture offset projects, ClimeCo’ s comments and suggestions focus on the
offsets portion of the Regulation.
ClimeCo believes that opportunities for improvements exist in three general areas:
1. Invalidation provisions
2. Regulatory Compliance
3. General offset project listing, verification, and issuance issues
Invalidation Issues
ClimeCo disagrees generally with both the utility and the necessity for the concept of invalidation as a
whole, and particularly where the cause of invalidation is related to any form of regulatory noncompliance. It is ClimeCo’ s belief that the possibility of invalidation creates an inefficient market and
increases costs for California’s taxpayers, without serving a meaningful purpose with respect to the
quantification of emission reductions resulting from the overall program. As evidence, ClimeCo notes
that there have been two invalidation investigations thus far in the history of the program, and that
neither was related in any way to the actual quantification of the emission reductions credited. In fact,
it was noted by ARB in each of the investigations that ARB believed the emission reductions to be “real,
quantified, and verified” (Bos Dairy Offset Investigation FAQs, 9/29/2015). Instead, both investigations
centered on regulatory compliance issues- issues which are under the jurisdiction of other regulatory
bodies, and for which the parties involved in the investigations could have been subject to fines and
other penalties for the alleged violations. ARB’s imposition of the additional financial penalty of offset
invalidation, in the case of the Clean Harbors investigation, invalidated credits which were “real,
quantified, and verified”, and therefore served only as an additional extra-jurisdictional penalty on top
of any penalties imposed by the appropriate regulators for the particular issue. In summary, ClimeCo
believes that the program could be substantially streamlined by removing regulatory compliance as a
cause of invalidation and returning regulatory enforcement to the jurisdictions charged with enforcing
the regulations.
ClimeCo would also note that other jurisdictions with both existing and potential links to California’s
program, have chosen a different tactic to address fraud or material misstatement in offset project
issuances- a simple percentage of all offset issuances is held back as a reserve in case of such
instances. This approach substantially reduces market risk and reduces costs. ClimeCo would strongly
support a move to this system as way to replace the concept of invalidation.
If ARB should choose to retain invalidation provisions, there are several simple steps which could be
taken to at least provide greater clarity and equitability:
• The potential invalidation period should be limited to 3 years, and provisions regarding initial
8 year periods, as well as second regulatory verification procedures, should be removed from
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the Regulation. During the course of verification and issuance, the project reporting is reviewed
by a third-party verifier, a registry, and ARB. A second regulatory verification provides no
additional value and substantially increases project and program costs.
Regulatory compliance, both with respect to invalidation, and with respect to general
reporting period eligibility, should only disqualify crediting during the exact period of time in
which the project or facility is out of compliance- the entire reporting period should not be disqualified because of a violation during a single day or short period of time which is quickly
resolved
Regulatory compliance requirements should be very narrowly defined and construed. A clear
logical test would to determine whether the presence of the offset project caused or
contributed to the regulatory non-compliance- a “but for” analysis- were the project activities
the proximate cause of the non-compliance, or is the project simply present at a facility that
was not in compliance? In such an analysis, it seems clear that neither the Clean Harbors
investigation nor the Bos Dairy investigation would have been necessary.
Invalidation liability should be on the Project Developer, or some form of set-aside pool, not
on the holder of credits. The buyer of offset credits has neither the responsibility for the
violation, nor the capacity to conduct diligence on the project directly. “Buyer Liability”
increases costs for California’s ratepayers and taxpayers, and distorts the offset market
mechanism.
ClimeCo encourages ARB to build into the invalidation provisions the ability to discuss potential
invalidations with the developer in advance of launching a public invalidation investigation.
ClimeCo feels that informal discussions could have addressed the Bos Dairy investigation and
avoided the massive time and expense involved in a full investigation proceeding.

Regulatory Compliance
Separate from the question of invalidation provisions, there is also the regulatory compliance
requirement as it pertains to the issuance of new offset credits. ClimeCo would reiterate its comments
from above- it is our strong belief that regulatory compliance issues should be addressed by the
regulators who have jurisdiction over the project activities and facilities. Regulatory compliance is of
course important in a general legal sense, but is ultimately irrelevant in a strict accounting and
verification of the project activities for the purposes of quantifying emission reductions.
If ARB chooses to retain some form of regulatory compliance requirements, then we urge ARB to limit
such requirements in the following important ways:
• As noted above in our comments regarding invalidation, regulatory compliance requirements
should be very narrowly defined and construed. A clear logical test would to determine
whether the presence of the offset project caused or contributed to the regulatory noncompliance- a “but for” analysis- did the project contribute to the non-compliance, or is the
project simply present at a facility that was not in compliance?
• Regulatory non-compliance should only disqualify crediting during the exact period of time in
which the project or facility is out of compliance- the entire reporting period should not be disqualified because of a temporal violation during a single day or short period of time which is
quickly resolved
• During the verification process, requirements for demonstration of regulatory compliance
should be limited to only those actually under the control of the developer- some example
issues to considero For ODS projects, developers are currently asked to demonstrate that the refrigerants
they purchased and later destroyed were recovered by an EPA-certified technician. This
type of request for post-hoc, third party documentation is somewhat unheard of- there
is no legal reason why the purchaser of refrigerants would have this documentation or
should have asked for it.
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Similarly, for ODS projects, there seems to be currently a move toward requirements
regarding documentation for transportation companies involved in the transport of
refrigerants- how, and why, would we reasonably expect project developers to be
responsible for the proper licensing of third-party service providers? As in any other
business, developers should rely on the relevant authorities to enforce regulations on
our third-party providers.

General Offset Project Issues
ClimeCo is pleased to offer some additional miscellaneous comments and suggestions for improvement
to the general process:
• ClimeCo agrees with others who have submitted comments related to the requirement that
some offset document submissions be “wet-signed”- we urge ARB to accept scanned/emailed
submissions without requirements for submission of “wet-signed” documents- this
requirement wastes paper and increases both time and costs in the process
• ClimeCo agrees with others who have commented on the materiality thresholds. ClimeCo
believes that materiality is an important concept for the efficiency of the program, and notes
that the additional requirement to make all possible corrections directly conflicts with the
concept of materiality.
• ClimeCo agrees with others who have commented on the process for engaging verifiers and
beginning the verification process- ClimeCo suggests that the engagement and approval of a
verifier for a project reporting period could be done in advance of the end of a reporting
period, and does not require that the OPDR be completed.
Thank you for the opportunity to comment on potential improvements to the offset portion of the Cap
and Trade Regulation. ClimeCo looks forward to working with ARB to create an efficient, equitable
program which ultimately addresses the two important needs of California’s citizens- real emission
reductions, and cost containment.
Sincerely,
ClimeCo Corporation

Derek Six
Senior Vice President
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Comments Re: 2016 Cap and Trade Regulation Amendments
March 8, 2016
To whom it may concern,
Thank you for the opportunity to submit comments related to CARB’s 2016 Cap and Trade
Regulation Amendments. As a consultant focused on helping dairies with methane digesters
monetize the environmental benefits their projects create, the bulk of our comments are
focused on the offset program. We appreciate CARB’s interest in streamlining the offset
program, and efforts to do so. During the Oct 2 workshop discussing the 2016 Regulation
Amendments, CARB Staff stated that CARB seeks opportunities to shorten the timeframe from
the end of the reporting period to ARB offset credit issuance. Several of our comments speak
to this issue. In addition, we believe that CARB can streamline the offset program and shorten
the above-mentioned timeframe in several ways in the near-term before amendments to the
regulation are approved.
•

The Regulation’s invalidation and regulatory compliance requirements likely create
the most substantial roadblocks to offset credit issuance. While the invalidation
requirements cause every step of the process of creating offsets (e.g. offset
accounting, contracting for sale, verification, OPR approval, CARB approval) to be
more complicated CARB’s interpretation of “regulatory compliance” in the regulation
creates the bulk of the uncertainty, confusion and delay. Through separate
communications with Ms. Rajinder Sahota, we have provided suggestions for criteria
that CARB can use to test regulatory compliance within the current regulation. These
can also inform potential 2016 Regulation amendments. A summary of these criteria is
provided here:
1. Regulatory violations should only impact issuance of ARB offset credits
if they were caused by project related activities. If project activities did
not cause the violation they are not “directly applicable”.
2. For livestock anaerobic digestion projects, “Project Activities” can be
interpreted as those associated with manure collection and disposal,
and methane collection and destruction. Furthermore, CARB can
interpret manure disposal from the project as occurring in the post
digestion effluent pond. Manure land application activities not caused
by project activities should not be considered directly applicable to
the project.
3. Only violations which result in material adverse environmental
impacts should have issuance of ARB offset credits denied.
Administrative violations and violations which do not result in material
802.870.0847 | info@agmethaneadvisors.com | 113 Church St, Burlington, VT 05401
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adverse environmental impacts should not prevent issuance of ARB
offset credits.
•

More frequent publication of FAQs (e.g. monthly or quarterly) would help streamline
the offset program. Currently, it seems that most guidance is provided to individual
projects on a case-by-case basis and frequency via the Offset Project Registries. This
means that all OPOs and APDs to not have the same information about interpretation
of the protocol available to them. This creates inefficiency in accounting and
verification and is also unfair. Increasing the frequency of FAQ publication would help
remedy this issue. Furthermore, once FAQs are published it is unreasonable that they
become effective immediately. We suggest that FAQs become effective 90 days from
publication. This would provide OPOs and APDs with the opportunity to adapt to
changing interpretations of the regulation, and conduct monitoring activities
accordingly.

•

Currently, offset verifications cannot begin before the end of the reporting period
because the OPDR must be submitted to the verifier before the verification can begin.
This creates substantial delay in the timeframe from the end of the reporting period to
ARB offset credit issuance. Many aspects of a verification deal with “static data”, such
as the project location, start date, combustion devices, project monitoring equipment.
The verifier can review much of the related data before the end of the reporting
period. Of course a complete accounting of the offsets cannot be complete until all
monitoring activities are complete and all the project data is available, but this does
not prevent the verifier from beginning their work. Furthermore the offset volume
stated on the initial OPDR is rarely identical to that of the final OPDR. In almost all
instances the verification process results in a modification to the offset volume.
Therefore, it is not necessary for the offset volume to be formalized through the OPDR
at the beginning of the verification, which subsequently delays the entire verification
process.

•

The offset protocols have materiality thresholds to determine their accuracy built into
them. It seems unnecessary and inefficient for ARB to require that every protocol
discrepancy even those that are non-material and conservative (under estimate offset
volume) be changed.

•

The requirement for “wet signatures” on various ARB forms is inefficient and out of
date. There are many ways in which electronic signatures of various types are used to
conduct business in credible and safe ways. We encourage ARB to pursue these in
order to streamline the administrative steps of the offset program.

Thank you for your consideration of these suggestions. Please let me know if any additional
information or clarification would be helpful.
Thank you,

Patrick Wood, General Manager,
Ag Methane Advisors
802.870.0847 | info@agmethaneadvisors.com | 113 Church St, Burlington, VT 05401
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First Name: Erin
Last Name: Quinn
Email Address: equinn@analyticalcorp.com
Phone Number:
Affiliation:
Subject: Change of verification due date
Comment:
It is already difficult to submit verification by September 1 of a
verification year. It could be a liability to the reporters and
the verification bodies if the date for submittal of verifications
were to be moved to August 1 of the verification year.

Attachment:
Original File Name:
Date and Time Comment Was Submitted: 2016-03-07 10:40:37
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First Name: Neil
Last Name: Mahony
Email Address: anziani14@dc.rr.com
Phone Number:
Affiliation:
Subject: the CO2 hoax
Comment:
Willie Soon, David R. Legates, & Christopher Monckton of
Brenchley12 Feb 2016394
How much will the doubling of CO2 in the air warm the global
temperature? How do scientists take an accurate measurement of the
temperature of the Earth’s atmosphere? Why can scientists better
measure atmospheric temperatures from satellites than surface
temperatures from ground thermometers?
Despite large uncertainties and many unknowns in Earth Science,
scientists have a reasonable understanding of the answers to these
questions.
Atmospheric CO2 is a “greenhouse gas,” and therefore, an increase
of its concentration in the atmosphere will tend to warm the air.
But the latest scientific research by William Happer of Princeton
University has shown that the belief that a doubling of atmospheric
CO2 will cause directly a 1°C warming of the globe may be
incorrect. Indeed, the more likely answer is that a doubling of CO2
will cause only a 0.6°C warming, or about 40% less than previously
thought. This makes it even more important to take with caution the
excessive impact of CO2 on global air temperatures.
Complicating our understanding is that many processes involving the
atmosphere, the ocean, and the land surface which affect the
warming effect of CO2 are highly complex and largely incompletely
understood. Those rushing to transition from a fossil fuel-based
world economy to the wickedly named “decarbonized” future tout a
relationship between a doubling of CO2 and global temperatures as
large as 4 to 5°C. But how can such a calculation have any basis in
scientific fact when the processes that form clouds, rainfall,
snow, and ice — as well as the flow of air and ocean currents — are
so imprecisely understood? How is it possible to create an accurate
climate model given such uncertainties?
So, how well can we measure the consequences of CO2 on global air
temperatures? Even this simple question is marred with half-truths
and distortions arising from the politics of global climate
change.
It is universally accepted that the most direct impact of
atmospheric CO2 will be the warming of the lowest six miles of air.
This is the layer that is best measured by satellites and
balloon-borne instruments rather than surface-based thermometers
which under-represent the poles, the tropics, the high altitudes,
and the oceans. In short, thermometers are biased to where people

1

Comment Overview

Navigate to Table of Contents
live and confined to measure only the air within six feet of the
ground. Satellites, by contrast, are not limited spatially and can
estimate global temperatures in the lowest six miles, not six feet,
of air.
But of late, anthropogenic climate change “believers” are pushing
thermometer-based analyses and dismissing satellite observations.
Why? For nearly the last two decades, satellite- and balloon-borne
instruments have not detected any significant warming which does
not support the climate change “disaster” scenarios the believers
wish to promote. Besides, the bias associated with surface
thermometers can easily be manipulated with subjective “bias
adjustments” which allows the data to support the global warming
hype.
A recent paper published in Earth Science Reviews (by W. Soon, R.
Connolly and M. Connolly) discusses and demonstrates that the
post-1970 warming, as measured by surface-based thermometers, was
highly exaggerated by non-climate related factors such as changes
in location, the time-of-observation bias, urbanization effects,
and changes in land use as well as by changes in the measurement of
sea-surface temperature and the fair-weather bias (ships tend to
avoid storms) to estimate air temperature over the oceans.
However, the most important problem with thermometer/surface-based
assessments is that the most important signal arising from CO2
impacts lies higher in troposphere — at about six miles — rather
than at the surface. Satellite observations have provided a nearly
complete global coverage since about 1979, providing us with an
excellent record extending more than 35 years. These observations
indicate that the atmosphere warmed slightly since 1979 but its
temperature has remained relatively constant over the past fifteen
years or so — despite the dramatic increase in CO2 concentrations.
This makes it hard to argue that global temperature changes are
largely driven by changes in atmospheric CO2 concentrations.
Scientists from the National Oceanic and Atmospheric Administration
(NOAA) cling to their bias-adjusted surface temperature record
because it yields a far more continuous and rapid rate of warming
than what was deduced from satellites and weather balloons records.
This is consistent with the exaggerated “CO2 disastrously warms the
planet” meme that, in part, keeps their funding levels high.
Recently, they released a newer version that exaggerates the
warming even further. Detailed explanations for their revisions —
published in Science in June of 2015 — are not convincing but it is
clear that their main effort was focused on making sure that the
pause in air temperature increases over the past two decades
vanished. The editor-in-chief of Science magazine, Dr. Marcia
McNutt, proclaimed at a climate symposium in January that the
revision “eliminates the [global warming] hiatus.” Scientists from
NOAA and Lawrence Berkeley National Laboratory also wrote in
Science that “whether or not the early 21st century global warming
hiatus existed is not important”.
It is appropriate for us to offer a reminder from our colleague,
the late Professor Bob Carter, who as early as 2006 warned that
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“There IS [sic.] a problem with global warming… it stopped in 1998…
In truth, however, the biggest part of the problem is neither
environmental nor scientific, but a self-created political
fiasco.”
From a physics standpoint, the impact of increasing CO2 causes a
relatively and disproportionately larger warming in the atmosphere
than near the ground. Is there a problem, therefore, with the
satellite record or the way in which it measures air temperature?
As previously mentioned and usually ignored by the believers,
thermometers provide a poor spatial coverage of the Earth’s
surface. By contrast, satellites carry instruments that accurately
measure the amount of energy in thermal infrared and microwave
wavelengths which directly relates to the temperature of the lower
atmosphere (where most of the air resides and where the CO2 signal
should be strongest) with nearly complete spatial coverage.
Global estimates of air temperature by satellites are independently
produced by scientists from Remote Sensing Systems (RSS) and the
University of Alabama-Huntsville (UAH), and their methods have been
well-discussed and compared in the scientific literature. Both
groups show that global temperatures in the lowest six miles show
no warming trend since 2002 (we start in 2002 mainly because the
new global atmospheric temperature data record [labeled ROM SAF in
the top panel] is available only starting September 2001 and partly
to avoid the effect of the strong El Nino and La Nina between 1997
and 2001 – see graph below).
chart
The big complaint leveled against the satellite record is that
their estimates are contaminated by the decay of satellite orbits,
changes in the satellite orientation over time, and the piecing
together of several satellites to complete the record since 1979.
While these issues allow for more physically-based adjustments than
with the thermometer record (note that new satellites overlap with
older ones and that satellite orbital decay is well-documented),
the balloon data corroborate the satellite record.
In addition, a third method of measuring global temperature over
the lower atmosphere — using the series of GPS (Global Positioning
System) satellites — can be obtained by accurately by measuring the
propagation of radio waves through the atmosphere. The importance
of this new method is that a near-complete coverage of the Earth is
afforded and that global atmospheric temperature can be determined
without requiring any complex satellite inter-calibration. Only the
precise atomic clock is needed to measure the relative delay in
propagation of radio waves through the atmosphere which, in turn,
allows for a direct assessment of the atmospheric temperature over
the lower portion of the atmosphere.
Unsurprisingly, the GPS-based method confirms what was measured by
the thermal infrared/microwave radiometers aboard other satellites;
that the nearly-two-decade-long temperature hiatus is real and the
thermometer-based record is the oddball. More specifically, global

3

Comment Overview

Navigate to Table of Contents
atmospheric temperatures are not warming in the way predicted by
the CO2-driven climate models, which serves to argue that CO2 does
not act as the thermostat for global atmospheric temperatures.
An objectively science-based decision is clear: The preponderance
of the evidence suggests that a discernable CO2-influence on the
climate has been grossly overstated. So will you choose the
scientific decision or rely on the politically-driven thermometer
adjustments? Our future rides on the answer to this question.
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March 4, 2016
Brieanne Aguila,
Manager
Climate Change Program Data Section
California Air Resources Board (ARB)
1001 I Street
Sacramento, CA 95814
Re: Comments of Center for Resource Solutions (CRS) in response to February 24, 2016 Workshop on
Potential Amendments to the Greenhouse Gas Mandatory Reporting and Cap-and-Trade Regulations
Dear Brieanne:
CRS appreciates the opportunity to submit comments regarding potential amendments to the
Greenhouse Gas Mandatory Reporting and Cap-and-Trade Regulations discussed at the ARB’s February
24, 2016 Workshop. Specifically, these comments pertain to proposed amendments to the Renewable
Portfolio Standard (RPS) Adjustment and specified power reporting requirements for generation
providing entities (GPE). Proposed amendments in these areas were initially discussed at the December
14, 2015 workshop, and CRS submitted informal comments between workshop and official regulatory
comment periods on January 20, 2016.1 Some of those comments are repeated or re-articulated here
since ARB has reissued its call for feedback without proposing any new amendments in these areas since
the December 14 workshop. Below we summarize our understanding of the key issues confronting ARB,
followed by our comments and recommendations.
Double Counting between RPS Adjustment and Specified Source Imports
It is our understanding that there have been instances in which entities have directly delivered power
for which they were the GPE unbeknownst to an entity that was purchasing the Renewable Energy
Certificates (RECs) associated with that power and taking an RPS Adjustment for those RECs. In data year
2014, these initial claims for the RPS Adjustment in violation of the Mandatory Reporting Regulation
(MRR) and cap-and-trade regulation represented double counting of approximately 600,000 metric tons
carbon dioxide-equivalent (mtCO2e). We understand that ARB was able to identify these RECs and
correct this double counting with individual entities through email correspondence.
ARB Staff Interpretation of Current Rules and Challenges that Constrain Resolution of Double
Counting
The RPS Adjustment is verified with RECs and is not for directly delivered power. ARB Staff made clear at
the February 24 workshop that ARB is inviting comment on, “how to implement the RPS Adjustment for
power that is not directly delivered to California,” and that it is, “not amenable to allowing directly
1

Available online at: http://resource-solutions.org/site/wpcontent/uploads/2016/01/Comments_ARB_Cap%E2%80%90and%E2%80%90Trade_Regulation_2016_Amendment
s.pdf.
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delivered power to be accounted for for what it is and then allowing those RECs to be used for the RPS
Adjustment.”
With respect to the rules for specified imports, ARB Staff have clarified that specified imports by GPEs
are specified source by rule, i.e. RECs are not required for specified renewable imports and imports by
GPEs must be reported as specified source with or without the REC. Rather, the existing REC reporting
requirement for specified imports2 was included for transparency as a courtesy to other programs.
ARB Staff has articulated the following challenges to resolving this double counting issue:
1. There is inconsistency in REC serial number reporting among reporters, which makes it difficult
for ARB to identify RECs used for specified source imports.
2. ARB has observed consistent non-conformance to the REC reporting requirement for specified
imports. Although entities that fail to report REC serial numbers for specified renewable imports
receive notification of non-conformance, the imports are nevertheless counted as specified by
rule if the entity is a GPE. As a result, ARB does not have access to all the REC information for
specified imports.
3. If ARB had access to all REC serial numbers for specified imports, only it would be positioned to
check for double counting, and it would still face a moving target in the sense that entities can
resubmit data up until the verification deadline, both of which result in significant administrative
burden for ARB staff.
ARB Staff Proposed Solutions to Double Counting
At the December 14 workshop, ARB staff presented next steps for rulemaking that included the
following:
• Possible removal of the RPS Adjustment;
• Possible removal of REC serial reporting for specified sources from MRR and the Cap-and-Trade
Regulation; and
• Alignment of the Cap-and-Trade Regulation with the MRR to make clear that claims of specified
source electricity can/must be made when the entity does not report the RECs associated with
the electricity.
CRS Comments and Recommendations
1. There is risk of double counting with other state programs if the REC is not required with
specified renewables imports. Removal of the existing REC reporting requirement for specified
imports increases this risk of double counting.
ARB should not ignore the mechanisms and instruments used in the broader electricity market for
tracking RE delivery in the design and implementation of California’s cap-and-trade program. There will
be double counting of zero-emission power if energy is imported without the REC, counted as zero
emissions specified power, and then the associated REC is counted as zero emissions by another
program, e.g. toward the Oregon RPS. RECs are therefore critical in this context to prevent double
counting with other programs and policies. RECs are the currency for zero-emission electricity delivery
and consumption in state compliance markets and the voluntary renewable energy market. Where

2

See Sec. 95852(b)(3)(D) of the California cap-and-trade regulation.
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neighboring state programs count renewable energy, using RECs, that is also being counted as zeroemissions power delivered to California, this affects the integrity of both state actions equally.
One could alternatively characterize this as leakage for California’s cap-and-trade as it allows null power
(electricity without RECs or for which the RECs are sold out of state) to be imported without emissions.
2. Removal of the existing REC reporting requirement for specified imports increases the risk of
double counting within the Clean Power Plan (CPP).
The CPP could be another reason not to remove the requirement for REC reporting for imports. Thinking
about the same scenario as above, if Oregon (or any other state in the Western Electricity Coordinating
Council) were also to adopt a mass-based state measures plan and include its RPS as a state measure, it
could get CPP compliance credit for electricity that was counted as zero emissions in California, resulting
in double counting between California and Oregon within the CPP. In other words, Oregon can use the
REC for RPS compliance, which is a state measure under the CPP, while at the same time, California also
counts the electricity from that same unit of generation toward its CPP compliance using cap-and-trade.
3. The REC reporting requirement for specified imports provides a solution to observed double
counting with the RPS Adjustment.
Eliminating the REC reporting requirement for imports while keeping the RPS Adjustment would not
appear to prevent the double counting. RECs associated with directly delivered power could still be used
for the RPS Adjustment and double counted. This would still require monitoring by ARB, except it is
made more difficult because it would result in two different tracking mechanisms being used (i.e. the
power or other instrument for the import and the REC for the RPS Adjustment). Having the REC serial
numbers for both allows the two to be compared. It is unclear how eliminating the requirement for REC
reporting for specified imports would help prevent directly delivered RECs from being counted in the
RPS Adjustment.
When the RPS Adjustment is verified with RECs, ARB can verify that the RPS Adjustment is not used for
directly delivered power using the REC serial numbers reported with directly delivered power. In fact,
the REC reporting requirement may be necessary to avoid double counting with the RPS Adjustment.
Removal of the REC Reporting requirement appears to provide no mechanism at all.
4. The three challenges to resolving observed double counting with the RPS Adjustment that have
been identified by ARB are solvable. They do not compel removal of the existing REC reporting
requirement for specified imports.
First, ARB must standardize REC serial reporting, such that it allows ARB Staff to identify individual RECs
reported with specified imports.
Second, to the extent that non-conformance is preventing ARB from having access to the REC serial
numbers that it needs to verify no double counting and appropriate use of the RPS Adjustment, this
cannot be a reason to allow continued double counting. The solution is conformance with existing rules,
which must be enforced. Regardless of whether the import is specified by rule, REC serial number
reporting is required, in part to prevent double counting with the RPS Adjustment.
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Third, double counting is not a permissible alternative to administrative burden. There are solutions to
alleviate this burden, such having an outside entity do verification of REC serial numbers, for example.
5. The existing REC reporting requirement for specified imports is nevertheless insufficient to
prevent double counting with other state programs.
Ideally, ARB must ensure that RECs associated with imported electricity do not leave the state once a
MWh is imported without emissions. See Comments of Center for Resource Solutions regarding the July
2013 Discussion Draft of the California Cap-and-Trade Regulation, August 2, 20133 (reproduced below).
Regarding the change to the criterion for electricity importers to claim a compliance obligation for delivered
electricity based on a specified source emissions factor at Sec. 95852(b)(3)(D), from “RECs must be retired” to
“REC serial numbers must be reported,” this change appears to be appropriate provided that 1) the importer is
not itself delivering to load, and 2) the REC stays in state and the electricity is not wheeled out of state as zero
emissions electricity. If the importer is delivering directly to end users, including for the RPS, then retirement of
the REC should be required to prevent double counting. And if the REC is traded out of state to be used in a
different system by either the importer, an in-state LSE, or other entity after the REC has been reported by the
importer to avoid a compliance obligation, then there is double counting.

We recommend that the list of REC serial numbers associated with specified imports be given to
Western Renewable Energy Generation Information System (WREGIS) and that WREGIS be used to
confirm that those RECs were retired in California or by a California user at the time of compliance. We
have significant experience with helping states use tracking systems to verify different regulatory
requirements. We would be happy to help ARB and WREGIS create the functionality needed in WREGIS
to verify no double counting between the RPS Adjustment and specified imports.

Please feel to contact us with any questions about these comments, or if we can otherwise be of
assistance.
Sincerely,

Todd Jones
Senior Manager, Policy and Climate Change Programs
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First Name: Erica
Last Name: Alvarado
Email Address: erica.alvarado@tetratech.com
Phone Number: 6264702496
Affiliation: Tetra Tech
Subject: Concern over proposed verification deadline
Comment:
Dear ARB,
We appreciate the opportunity to provide comments on the
“Amendments to Mandatory Reporting and Cap-and-Trade Regulations.”
We would like to bring to your attention of our serious concern
over ARB’s proposal to change the verification deadline from
September 1 to August 1. While we understand the need to have this
change of deadline to better support cap-and-trade regulation
allocation and compliance, it would critically shorten the time to
an already very tight verification season. Our verifiers have
conducted many verifications over the years, we strive to provide
the best and high quality service to our clients. However, losing a
month of time to complete such verifications would make it very
challenging to provide the full attention to each and every
verification we complete. Should you go forward with shortening an
already very tight verification season, we will still absolutely
provide the highest quality service possible but please keep in
mind this deadline change will significantly impact every
verification body and their clients work.
In the webinar, it stated that reporters and verifiers can more
effectively use time leading up to the verification deadline,
however, in our experience reporters need all the time given to
meet the reporting deadline, particularly for a complex facility
such as an oil and gas producer. The verifier must wait to
officially begin work until the contract is signed, report is in
the system, the COI has been submitted and processed. Currently, we
do use the time leading up to the verification season as
effectively as possible but when you have no control over time of
another entity’s work or critical path, it is extremely difficult
to be at the end of the process that have to catch up with a season
cut short.
We sincerely ask you to reconsider changing the verification
deadline from September 1 to August 1.
Thank you,
Erica Alvarado
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Staff Proposal
Addressing Clean Power Plan Compliance Through the
Cap-and-Trade and Mandatory Greenhouse Gas Emissions Reporting
Regulations
Introduction
The federal Clean Power Plan (CPP), which requires states to achieve greenhouse gas
reductions from many existing power plants by 2030, supports state compliance plans
that use emissions trading systems. Many states are exploring this option. California is
already implementing an economy-wide Cap-and-Trade Program (Program), which
supports emission reductions from the electric power sector, as well as other industrial
and fuel supplier sources. California also has a rigorous mandatory greenhouse gas
(GHG) emissions reporting program (MRR) that supports the Cap-and-Trade Program.
MRR and the Program are well positioned to provide compliance structures for the
State’s CPP compliance plan.
In developing this proposal, staff evaluated the best way to balance several important
objectives. These objectives include continuing to rely on the linked California and
Québec cap-and-trade programs to reduce GHG emissions while promoting additional
economy-wide program linkages, supporting CPP, and supporting continued integration
of grid operations and power markets in the Western Electricity Coordinating Council.
There are additional benefits of the proposed approach, such as minimizing the
administrative and regulatory burden for entities already covered by the Program and
allowing for the possibility of future linkage with other trading systems developed for
CPP compliance.
Although CPP generally accommodates California’s Program, for the Program to be
used in a CPP compliance plan, certain changes would likely be required to both the
Cap-and-Trade Regulation (Regulation) and MRR. Principally, these include changes
to the Cap-and-Trade Regulation’s compliance periods, along with changes to some
reporting requirements. Because both the Cap-and-Trade Regulation and MRR will
have proposed amendments this year, including in several instances for the post-2020
period, CPP-related changes will be included with those amendment packages. This Air
Resources Board (ARB) staff paper outlines these and other potential regulatory
changes.
Requirements of CPP
CPP allows economy-wide trading systems to be used for CPP compliance if they are
submitted as “state measures” plans. 1 This plan type allows for continued operation of
the state program with the economy-wide scope, provided that the state includes certain
federally enforceable emission standards for CPP-covered electricity generating units
(affected EGUs) at the outset, as well as a “backstop” standard that guarantees
compliance with federal targets if the broader program underperforms. 2

1
2

See, e.g., 80 Fed. Reg. 64,662, 64,851-53 (Oct. 23, 2015).
See 40 C.F.R. § 60.5740(a)(2)-(3).
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These immediately federally-enforceable standards ensure that affected EGUs remain
in compliance with the larger economy-wide program. As the United States
Environmental Agency (US EPA) explains:
“Where an emissions budget trading program addresses affected EGUs and
other fossil fuel-fired EGUs, the requirements that must be included in the state
plan are the federally enforceable emission standards in the state plan that apply
specifically to affected EGUs, and the requirements that specifically require
[them] to participate in and comply with the requirements of the emission budget
trading program.”3
Sources are free to use any instruments trading in the existing state program to comply
with these emission standards. These instruments may include offsets and linked
program compliance instruments, incorporated within the state measure and emission
standard. 4
Within the larger economy-wide program, requirements of the state program on sources
not regulated by the CPP (i.e., other industrial sectors) are not federally enforceable.
A federally enforceable “backstop” standard is also required. That standard must bring
affected EGU smokestack emissions into compliance with the federal standard if the
combination of the “state measure” (the economy-wide program) and the emission
standard (the requirement that EGUs participate in that market) does not perform as
expected when compared to a glide path established by the state that is consistent with
the federal targets. 5 Notably, the backstop standard must ensure that smokestack
emissions reductions from affected EGUs are achieved. 6 The backstop can be
triggered by emissions exceedances above interim targets that the state sets for each
compliance period, consistent with the overall federal targets.
In addition to these fundamental structural requirements, state measures plans must
comply with several other CPP requirements. These include:
Compliance Periods. Both the emissions standards and state measures must have
compliance periods that end no later than the compliance periods defined by the CPP. 7
These CPP periods are: 8
•
•
•
•

January 1, 2022 – December 31, 2024;
January 1, 2025 – December 31, 2027;
January 1, 2028 – December 31, 2029; and
January 1, 2030 – December 31, 2031, and every two years thereafter.

3

80 Fed. Reg. at 64,891.
See also 40 C.F.R. § 60.5880 (defining tradable instruments, for CPP purposes, capaciously).
5
See 40 C.F.R. § 60.5740(a)(3). See also 80 Fed. Reg. at 64,891 n. 922 (discussing the backstop
standard, and explaining that it must reduce “stack CO2 emissions from affected EGUs”).
6
See id.
7
40 C.F.R. § 60.5770.
8
40 C.F.R. § 60.5880.
4
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Requirements for Allocation, Banking, and Borrowing. CPP contains certain minimum
standards for mass-based trading programs. 9 These include requirements that plans: 10
• Allocate allowances (as appropriate) prior to the beginning of each
compliance period, and be able to adjust allocations as necessary
• Allow or restrict banking as necessary
• Prohibit “borrowing” of allowances for compliance purposes from future
compliance periods for affected EGUs
Reporting Requirements for EGUs. State plans must include reporting requirements no
less stringent than those set out in the CPP. These requirements, which are based on
the federal Acid Rain Program (40 CFR Part 75) and federal GHG reporting program
(40 CFR Part 98), generally require affected EGUs to record hourly carbon dioxide
(CO 2 ) emissions using either continuous emissions monitors (CEMS) or, for plants
combusting exclusively liquid or gaseous fuels, fuel flow rate measurements coupled
with gross calorific value measurements. 11 Plants must also record hourly net electric
output using watt meters. 12 Owners and operators must submit reports recording CO 2
emissions and net electricity output to the state at the end of each compliance period,
and demonstrate compliance with all applicable emission standards. 13 Records
supporting compliance must be maintained on site for 2 years, and for 5 years total. 14
Reporting Requirements for the State. By July 1 of the year following each compliance
period, the state must demonstrate to EPA that affected EGUs complied with the federal
target levels, and that the EGUs are in compliance with emission standards. 15 The
state must also submit an annual report confirming implementation of all state
measures. 16
Permitting Requirements. Although not directly required by the CPP, federallyenforceable requirements of state plans, like all other applicable Clean Air Act-based
requirements, must be reflected in Title V operating permits for affected EGUs. 17
Address Leakage. Because the CPP focuses on existing EGUs, US EPA is concerned
that it may create incentives to use EGUs constructed after the CPP was proposed,
thereby undermining emissions reductions. States must demonstrate that their plans
address this potential “leakage.” US EPA has suggested that adding a complementary
limit for emissions from new EGUs may address this problem, though other
mechanisms are possible.
9

ARB staff understands that U.S. EPA intends these standards to apply to all mass-based trading
programs, including those submitted under state measures plans.
10
See 40 C.F.R. § 60.5815.
11
40 C.F.R. § 60.5860.
12
See id.
13
See id.
14
See id.
15
See 40 C.F.R. § 60.5870. See also 40 C.F.R. § 60.5790 (describing compliance obligations for the
CPP).
16
See id.
17
See 80 Fed. Reg. at 64,920.
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Staff notes that other CPP requirements may become relevant if California later
considers linkage to a CPP market. In particular, US EPA requires states operating
programs that include non-CPP sources to apply certain adjustments to emissions
figures to reflect new allowance imports and exports to and from the State with
participants in the CPP market from other states. 18 Staff does not intend to include this
import/export adjustment in California’s compliance plan, or state rules, at this time,
because no such linkages are currently under formal consideration. As state plans
mature, such linkages may become a possibility. If a linkage is formally considered in
the future, staff would hold public workshops to discuss linkage, and amendments to
both MRR and the Regulation would be necessary.
It is also important to observe that the CPP contains a market-based “Clean Energy
Incentive Program,” which is a market-based program intended to encourage early
investments in certain renewable energy and energy efficiency projects. Because this
program remains under development by US EPA, staff does not anticipate amendments
addressing it at this time, though staff plans to express continued interest in the
program to US EPA.
In sum, the CPP’s structural requirements necessitate some changes to the
Cap-and-Trade Regulation and the Mandatory GHG Emissions Reporting Regulation if
California uses its carbon market to demonstrate CPP compliance, as we discuss
below.
Addressing CPP in the California Program
Staff proposes to address CPP requirements in the following ways:
Cap-and-Trade Regulation
The Cap-and-Trade Regulation could address the CPP as follows:
Compliance Periods. To match the CPP compliance periods, the Regulation would be
amended for all covered sectors. This amendment would likely occur in the California,
Québec, and other linked Western Climate Initiative partner programs. Because the
federal program begins in 2022, and the most recent Cap-and-Trade Regulation
compliance period ends in 2020, staff is proposing the following schedule to align the
existing state and CPP programs:
• January 1, 2021 – December 31, 2022 (“bridge” period);
• January 1, 2023 – December 31, 2024 (remainder of first CPP period);
• January 1, 2025 – December 31, 2027 (second CPP period);
• January 1, 2028 – December 31, 2029 (third CPP period); and
• January 1, 2030 – December 31, 2031, and every two years thereafter.
Backstop Requirement. Generally, staff believes CPP-covered EGUs in aggregate will
be able to comply with the federal limits. Modeling conducted to date projects that the

18

See 40 C.F.R. § 60.5740(a)(2)(ii)(H).
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State would be several million short tons19 below the 2030 federal target even under
conditions that would be expected to increase GHG emissions (i.e., continued drought,
high electricity demand, and low carbon pricing). Scenarios more consistent with
existing policies show affected EGU emissions of 10-20 million short tons below federal
targets, and policies now being explored (including a tighter 2030 GHG cap, and
increased renewable energy and energy efficiency use) will likely reduce emissions
even further. 20
Regardless, the CPP requires states to identify a backstop measure. At this time, staff
is proposing to maintain a set-aside pool of allowances available only to affected EGUs
from within the post-2020 caps equal to approximately 10 million metric tons CO 2
equivalent. In the unlikely event this initial pool of allowances is depleted, staff is
proposing to recharge the pool by redirecting allowances from the Program’s Allowance
Price Containment Reserve (APCR) proportional to the EGU aggregate share of the
Program’s reported and verified emissions for the most recent compliance period. As
all of these allowances are from within the cap, retiring them would reflect real
reductions under the Cap-and-Trade Program.
In the event the backstop is triggered, staff is proposing that all affected EGUs would be
required to take action to bring the State back into compliance with the CPP. This
would include a requirement that each affected EGU purchase and retire allowances
proportional to their share of the aggregate sector’s GHG emissions that exceed the
federal limit. In order to recognize the potential for annual variability, staff is proposing
that each individual EGU’s proportion be established as the average of its annual
emissions for the most recent three years of reported and verified data. Affected EGUs
would need to purchase and retire allowances from the CPP backstop pool to bring the
State back into compliance with the CPP, including a revised glide path. Staff is
evaluating the CPP to understand if these allowances could be tradable once
purchased, but staff does not believe these allowances could be used for general
compliance under the state’s Cap-and-Trade Program by the affected EGUs or other
market participants. This will ensure the backstop mechanism is binding, results in
direct emission reductions solely from affected EGUs, and ensures that the State is in
compliance with the CPP.
The following equation describes how each affected EGU would calculate the amount of
additional allowances they would be required to purchase and retire under this proposal:
EGU Backstop = (AvgEGU/AvgSector) * Gap
Gap = amount of emissions that need to be mitigated to come into
compliance with CPP (mitigation to make up for exceedance of the target
in the last compliance period and ensure continued CPP compliance)

19

Most GHG emissions in this paper are introduced as short tons because that is the unit used by US
EPA for CPP.
20
See http://www.arb.ca.gov/cc/capandtrade/meetings/20151214/cppmodeling.pdf
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EGU Backstop = amount of allowances an individual EGU needs to purchase
and retire
AvgSector = average of sector emissions for all covered EGUs for the
most recent 3 years of reported and verified emissions
AvgEGU = average individual EGU emissions for the most recent 3 years
of reported and verified emissions
Stakeholder feedback will be especially important as backstop design decisions move
forward, and the proposal is refined.
Glide Path. States must select appropriate targets for each interim period. Because
modeling to date suggests that California EGU emissions will generally be below the
final federal limit even in early years, staff is considering setting the interim targets at or
near the final federal limit for each compliance period. Continued modeling will further
inform this process.
Requirements for Allocation, Banking, and Borrowing. At this time, staff anticipates no
changes as a result of these CPP requirements. Allocation would not be altered in
response to CPP, and banking requirements now in effect would not be altered either.
Although CPP does prohibit “borrowing” from future periods, staff believes that this
prohibition does not affect the limited instances (i.e., true-up allocation, vintage-less
allowances used for APCR, and allowances used in untimely surrender contexts) in
which future vintage or vintage-less allowances may be used in the Cap-and-Trade
Regulation. Specifically, staff believes this CPP provision is intended to prevent
deferring compliance obligations to future periods, which the Cap-and-Trade Regulation
also does not allow, and which is one of the design principles already included in the
Design Recommendations for the Western Climate Initiative Regional Cap-and-Trade
Program. 21
Reporting Requirements for EGUs and for the State. The CPP requires allowance
surrender reports after each compliance period, and requires a state report to US EPA
on compliance on July 1 after the compliance period. ARB will be able to report
complete emissions compliance information relative to federal emission targets, as well
as compliance information on emission standards to date, by July 1 after the
compliance period. Staff is examining the July 1 CPP reporting requirements relative to
the current program. Staff will also explore the potential need to provide any
supplemental information based on verified data, and relating to final surrender events,
to US EPA after the November surrender deadlines, but prior to the end of the calendar
year.
Coverage and Cessation. Nearly all CPP-affected EGUs already participate in the Capand-Trade Program. Staff proposes to incorporate the CPP applicability requirements
21

http://www.westernclimateinitiative.org/component/remository/general/designrecommendations/Design-Recommendations-for-the-WCI-Regional-Cap-and-Trade-Program/
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into the Regulation, and require these affected EGUs to continue this participation as
long as they remain affected EGUs under the CPP. For the very few units not currently
covered under the Regulation, staff is considering whether it is appropriate to require
them to participate, or whether other options are available, given their limited impact on
overall sector and statewide GHG emissions. One option under consideration is to
make clear that these EGUs are required (as a federally enforceable matter) to
participate in the program if their emissions rise above current program thresholds.
Leakage Demonstration. Because California’s Cap-and-Trade Regulation covers both
new and existing EGUs, and because state-reduction requirements are likely to be
significantly more stringent than those of the CPP, staff does not believe that there is
any incentive to shift emissions from existing to new EGUs in California as a result of
the CPP. In essence, all EGUs covered by the Cap-and-Trade Regulation experience
the same compliance costs, and these costs are above those that the CPP alone would
impose. Therefore, staff does not intend to formally add a new source complement,
since these sources are already covered in California’s economy-wide program.
Mandatory Reporting Regulation
MRR could address the CPP as follows:
Coverage and Cessation. All affected EGUs must record and report information
relevant to the CPP. Staff believes that all California affected EGUs are already
reporting under MRR. Under the CPP, EGUs may only cease reporting if they cease all
operations and shut down. This CPP provision requires minor applicability and
cessation changes to MRR. There are also a few EGUs subject to MRR and CPP with
emissions below the verification threshold. Staff is considering whether to extend
verification requirements to these sources, which would be required if they are included
in the Cap-and-Trade Program as a result of the CPP.
Disaggregation of Affected EGUs. Most generating facilities reporting under MRR
currently disaggregate their individual generating units, although aggregation is allowed.
Under CPP, reporting must be performed at the generating unit level (with some
exceptions for units using common stacks). Therefore, MRR would need to be
amended to require disaggregated reporting for affected EGUs within a facility, and to
clarify that affected EGUs must continue reporting, regardless of unit emissions level.
Data Collection Changes. MRR reporting for EGUs is based on the federal GHG
reporting program, with modifications that typically increase the stringency and rigor for
State purposes. Staff believes that this reporting is at least as stringent as CPP
reporting. However, to be consistent with CPP requirements, an amendment could be
required to MRR that would disallow use of the federal GHG stationary combustion
methods (Subpart C of Part 98) for units that are subject to the Acid Rain Program or
Part 75 (Subpart D). This change could affect nearly half of the California CPP units
that are already subject to Part 75 but used a non-Part 75 method for estimating their
emissions for MRR.
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Recordkeeping. MRR already requires records to be retained for ten years for entities
with Cap-and-Trade Regulation compliance obligations, and for five years for all other
entities. These requirements meet the CPP’s requirements, but because they do not
require onsite recordkeeping, as the CPP does, MRR would need to be amended to
require onsite recordkeeping for CPP-relevant records for affected EGUs for two years,
consistent with the CPP requirement.
Calibration. Meter calibration is currently generally required once per three-year
compliance period. To avoid complicating this requirement during a transition to new
post-2020 compliance period timing, staff is considering simply requiring calibration of
covered meters once every thirty-six months.
Permitting Issues
Staff recognizes that state compliance plan elements that create emission standards for
affected EGUs are federally enforceable, and so must be reflected in Clean Air Act Title
V operating permits. Staff will work with the Air Districts to develop appropriate
permitting conditions that ensure enforceability while avoiding any unwarranted
disruptions to the economy-wide cap and trade program and reporting program.
Conclusion and Next Steps
Staff looks forward to stakeholder feedback on these topics, and requests feedback by
Friday, March 11, 2016.
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March 22, 2016 - Sector-Based Offset Credits: Reference Levels, Crediting
Baselines, and Monitoring and Verification
Public Notice for Sector-Based Offsets Workshop
ARBCOMBO
OFFSETS

– NOTICE FOR MARCH 22, 2016 CAP-AND-TRADE WORKSHOP ON SECTOR BASED
Posted: 11 Mar 2016 16:59:02

Air Resources Board (ARB or Board) staff invites you to participate in a public workshop
on March 22, 2016 to discuss the potential for including international, sector-based
offset credits in the Cap-and-Trade Program.
Tuesday, March 22, 2016 10:00 am – 3:00 pm
Byron Sher Auditorium
CalEPA Headquarters Building
1001 I Street Sacramento, California 95814
Webcast: http://www.calepa.ca.gov/Broadcast/
Purpose of Workshop
The March 22, 2016 workshop will continue the public process to evaluate the potential
to include international, sector-based offset credits issued by subnational programs
designed to reduce emissions from tropical deforestation and forest degradation within
the Cap-and-Trade Regulation. This technical workshop will focus on potential
approaches and criteria for assessing crediting pathways and program scope,
jurisdiction business-as-usual reference levels, methods for developing crediting
baselines, and evaluating reporting requirements. In preparation of the March 22, 2016
workshop, ARB staff will release a short white paper describing these technical
elements and potential approaches. This white paper will be made available at noon on
Friday, March 18, 2016 at
www.arb.ca.gov/cc/capandtrade/sectorbasedoffsets/sectorbasedoffsets.htm.
An earlier staff white paper released on October 19, 2015 in preparation of an
October 28, 2015 workshop includes additional descriptions of each of these topics.
The tentative schedule for the March 22 workshop is as follows:
10:00 am – 11:00 pm Crediting Pathway and Program Scope
11:00 am – 12:00 pm Reference Levels

Return to Table of Contents
1:00 pm – 3:00 pm Crediting Baselines and Reporting Requirements
Following the workshop, stakeholders will have an opportunity to provide written
comments during an informal comment period which will conclude at 5:00 p.m. Pacific
time on Friday, April 8, 2016. Comments may be submitted at
http://www.arb.ca.gov/lispub/comm/bclist.php. Presentation slides for this workshop will
be posted at 8:00 am on March 22, 2016, at
http://www.arb.ca.gov/cc/capandtrade/meetings/meetings.htm. All interested
stakeholders are invited to attend. A live webcast of the workshop will be available at
http://www.calepa.ca.gov/Broadcast/. Remote participants may e-mail questions during
the workshop to auditorium@calepa.ca.gov.
Additional technical workshops are tentatively scheduled for April 5, 2016 (covering
reversals, registries, and verification) and April 28, 2016 (covering linkage process and
social and environmental safeguards). A listserv notice will be issued to announce each
of these meetings once details and topics become final.
Background
Cap-and-Trade Regulation
ARB first formally adopted the Regulation in October 2011. The Board has
subsequently approved limited amendments to the Regulation in June 2012, October
2013, April 2014, September 2014, and most recently June 2015. ARB staff is
developing staff proposals for 2016 amendments that will seek to improve Program
efficiency and chart post-2020 implementation of the Program.
California first recognized the importance of addressing emissions from the
deforestation and degradation of tropical forests in the 2008 AB 32 Scoping Plan.
California further recognized this importance through the inclusion of general
placeholder provisions within the Cap-and-Trade Regulation adopted in 2011 and later
in the first update to the AB 32 Scoping Plan in 2014. ARB staff has continued to
evaluate these types of programs, including through California’s membership in the
Governors’ Climate and Forests Task Force, a coalition of 29 subnational jurisdictions
seeking to advance jurisdictional programs designed to promote low emissions
development and reduced emissions from deforestation and land use, and to link these
activities with greenhouse gas compliance programs and other pay-for-performance
opportunities. More information about ARB staff’s ongoing evaluation of tropical forestry
programs can be found here:
www.arb.ca.gov/cc/capandtrade/sectorbasedoffsets/sectorbasedoffsets.htm.
More information about ARB’s Cap-and-Trade Program is available at
http://www.arb.ca.gov/cc/capandtrade/capandtrade.htm.
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Please note that Spanish translation services will be provided for this March 22
workshop. Audio equipment carrying live Spanish translation of the workshop will be
available on-site for check out by any member of the public.
Tenga en cuenta que se prestarán los servicios de traducción al español de este taller
de 22 de marzo. Equipo de audio llevar traducción simultánea español del taller estará
disponible en el sitio para la salida de cualquier miembro del público.

California is in a drought emergency.
Visit www.SaveOurH2O.org for water conservation tips.
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ARB Staff Presentation on Ongoing Evaluation of the Potential for Sector-Based
Offset Credits in California’s Cap-and-Trade Program
ARB Staff Presentation on Reference Level & Crediting Baseline
ARB Staff Presentation on Monitoring, Reporting & Verification

Return to Table of Contents
Ongoing Evaluation of the Potential for Sector-Based Offset Credits in
California’s Cap-and-Trade Program

Slides Overview

Return to Table of Contents

Slides Overview

Return to Table of Contents

Slides Overview

Return to Table of Contents

Slides Overview

Return to Table of Contents

Slides Overview

Return to Table of Contents

Slides Overview

Return to Table of Contents
Reference Level & Crediting Baseline

Slides Overview

Return to Table of Contents

Slides Overview

Return to Table of Contents

Slides Overview

Return to Table of Contents

Slides Overview

Return to Table of Contents

Slides Overview

Return to Table of Contents

Slides Overview

Return to Table of Contents

Slides Overview

Return to Table of Contents

Slides Overview

Return to Table of Contents

Slides Overview

Return to Table of Contents

Slides Overview

Return to Table of Contents
Monitoring, Reporting & Verification

Slides Overview

Return to Table of Contents

Slides Overview

Return to Table of Contents

Slides Overview

Return to Table of Contents

Slides Overview

Return to Table of Contents

Slides Overview

Return to Table of Contents

Slides Overview

Return to Table of Contents

Slides Overview

Return to Table of Contents

Slides Overview

Return to Table of Contents

Navigate to Table of Contents
March 22, 2016 – Sector-Based Offset Credits: Reference Levels, Crediting
Baselines, and Monitoring and Verification Workshop: Public Comments
# Received From

Subject

Date/Time
Comment
Added to
Period
Database

Link

1 Byers, Brett,

Comments on March
22, 2016 Cap and
Trade Workshop

1st
2016-04-05
Workshop 11:15:47

Link

Busch, Jonah,
2 Center for Global
Development

Support for ARB staff
thinking on technical
design elements of
sectoral crediting

1st
2016-04-05
Workshop 15:08:47

Link

3 Vessels, Thomas ,

Public Comments for
Sector Based Offsets

1st
2016-04-08
Workshop 12:23:48

Link

Blumberg, Louis,
4 the Nature
Conservancy

Nature Conservancy
comments on March
22nd workshop on
sector-based credits
from tropical

1st
2016-04-08
Workshop 13:15:11

Link

5 Hughes, Gary,

Comment Letter on
Potential REDD Offset
Program

1st
2016-04-08
Workshop 14:32:43

Link

Sullivan, Katie,
IETA

IETA Comments on
Sector-Based/REDD
Offsets

1st
2016-04-08
Workshop 15:11:58

Link

7 Ko, Jason , USFS

USFS Comments on
Technical Paper

1st
2016-04-08
Workshop 15:30:51

Link

Westerfield,
William, SMUD

SMUD Comments on
Sector Based Offsets
Workshop 3-29-2016

1st
2016-04-08
Workshop 15:19:32

Link

McCain, Christina,
Sector-based offsets
9 Environmental
technical workshop
Defense Fund

1st
2016-04-08
Workshop 17:06:02

Link

6

8

Navigate to Table of Contents

California Air Resources Board
1001 I Street
Sacramento, CA 95814

April 8, 2016

Submitted via ARB comments webpage: www.arb.ca.gov/cc/capandtrade/meetings/meetings.htm
RE: Technical workshop series on International Sector‐based Offsets from Tropical Forests
Thank you for the opportunity to submit comments to the California Air Resources Board regarding this
year’s technical workshop series, and accompanying staff presentations and white papers, focused on
international sector‐based offsets. EDF views this as a key opportunity to benefit California’s climate
change program at home, as well as to leverage a small part of the state’s cap‐and‐trade program to
expand California’s global impact by achieving critical reductions of greenhouse gas emissions from
reducing tropical deforestation. We are advocating for design choices that we believe will generate the
highest level of integrity and credibility in California’s program and with partner jurisdictions, and create
incentives that value standing, healthy tropical forests by directing vital resources to people who both
manage and depend on these forests.
This process has, appropriately, been a long and careful examination over several years. The
information gathered from workshops, reports, policy analysis, and communication with jurisdictions,
experts and stakeholders ‐‐ up to and including the recent staff white papers of October 2015 and
March, 2016 ‐‐ gives CARB the tools to develop a clearly defined, robust approach to crediting sector‐
based international forest offsets.
We commend CARB for only considering programs that ensure environmental integrity and establish
appropriate benchmarks for crediting reductions over time based on demonstrated performance in
reducing forest sector emissions at the level of the entire jurisdiction of a host state or province.
Focusing on the aggregate amount of reductions achieved at the jurisdictional level provides critical
environmental integrity advantages‐‐as well as cost‐effectiveness and scalability advantages‐‐over
stand‐alone projects by providing the highest assurances of additionality, permanence, and accounting
and minimization of leakage. We believe that this approach will result in real, additional reductions in
partner jurisdictions and benefits for the atmosphere and for forest‐dependent communities that will go
above and beyond what is actually credited.
A jurisdictional approach recognizes aggregate reductions achieved below the level of a baseline across
the entire region. A rigorously set baseline is thus analogous to an ambitiously set and enforced cap
under a cap‐and‐trade program at the level of a whole state such as California or Quebec, which is
implementing a whole suite of measures to limit aggregate emissions and transition the economy to a
lower emissions growth model. A reduction below such as baseline or cap comes with a similar type of
assurance of additionality, consideration of leakage, and ability to manage risks of non‐permanence at
the level of the entire jurisdictional system. This puts accepting international sectoral offsets from
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jurisdictional programs on par with linkage between cap‐and‐trade programs, a process that has
successfully occurred between California and Quebec.
The jurisdictional approach is also a central feature of the decisions on REDD+ under the United Nations
Framework Convention on Climate Change (UNFCCC), agreed upon in the Warsaw Framework and
affirmed under the Paris Agreement. This jurisdictional focus is also central to efforts to operationalize
REDD+ in line with this best practice (e.g. under the World Bank‐managed Forest Carbon Partnership
Facility; FCPF). The jurisdictional approach to crediting emissions reductions across the entire forest
sector of a state, province, or country, provides incentives for actions at the government as well as
private actor level, thus engaging all the potential levers of change for reducing deforestation and
transitioning economies at broad scale.
In addition, measurement of emissions ‐‐as well as monitoring, reporting, and verification (MRV) of
emissions reductions against a historical baseline – are far more accurate and robust at the
jurisdictional level, and achieve a lower cost per unit over the scale of an entire region than at small‐
scale, project level. Jurisdictional programs also ensure that any leakage (potential shifts in emissions
from one actor to another) is accounted for at the level of the entire jurisdiction, just as any leakage
from one actor to another is addressed within a cap‐and‐trade program. Jurisdiction‐wide accounting is
also the most robust and cost‐effective insurance mechanism for managing risks of non‐permanence as
it will spread non‐correlated risks of reversals due to fires and other factors across the entire
jurisdiction, rather than requiring each individual actor to insure against these risks independently. Such
risks can also be anticipated and incorporated into the level of the baseline at the aggregate level.
We appreciate the meticulous nature of CARB’s consideration of the technical feasibility and
complementarity with the requirements and goals of AB‐32, and the opportunity to continue to provide
comment throughout this technical workshop series. We encourage ARB to proceed in considering
sector‐based offsets from jurisdictional programs to reduce deforestation and forest degradation as a
key component of regulatory amendments for the program’s third compliance period. California can
continue to lead the way on climate change globally by partnering with other states, provinces, and
countries that are also taking action. Initiatives for reducing emissions from deforestation and forest
degradation – the source of more emissions globally than all the cars and trucks in the world ‐‐ are a
critical part of addressing global climate change, including climate change in California.
We hope that you will consider these comments in creating a pathway for robust, jurisdictional REDD+
credits into California’s market will strengthen California’s program at home and dramatically increase
the global impact of California’s climate action.
Sincerely,
Christina McCain
Senior Manager, Latin America
Global Climate Program
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April 8th, 2016
Ms. Rajinder Sahota
California Air Resources Board
1001 I Street
Sacramento, CA 95814
Re: SMUD Comments on Sector Based Offsets Pursuant to March 22nd Workshop
Thank you for the opportunity to submit comments on the inclusion of
international sector-based offsets – primarily offsets in the “Reduce Emissions from
Deforestation and forest Degradation”, or REDD category -- in California’s Cap and
Trade program. SMUD has consistently supported the inclusion of sector-based offsets
in the Cap and Trade program. SMUD submitted arguments to this point on the 2013
Scoping Plan, the 2013 Cap and Trade regulation amendments, and pursuant to the
October 28, 2015 workshop on sector-based offsets inclusion. SMUD has also verbally
supported inclusion of sector-based offsets at many ARB workshops and board
meetings, most recently at the March 22nd workshop. SMUD has commented in favor of
including REDD sector-based offsets for two primary reasons: 1) enhancing California’s
leadership on addressing Climate Change around the world; and 2) cost-containment
within the Cap and Trade structure in California.
SMUD believes that it would be an important facet of California’s leadership and
outreach to engage other jurisdictions around the world in reducing greenhouse gas
(GHG) emissions, rather than focusing solely on California’s responsibility to reduce
those emissions. California can provide leadership on the question of providing
investment funds for important REDD GHG reducing projects in partner jurisdictions
issue by opening the Cap and Trade program to sector-based offsets. This action
spreads attention to the problem of global climate change beyond the relatively narrow
confines of California, broadening ARB’s leading efforts to address this major world
problem.
SMUD also believes that adding REDD offsets to the offset supply available to
California, while preserving environmental integrity by ensuring those offsets are
extremely well vetted, acts as a “leading”, rather than “lagging” tactic to contain Cap and
Trade costs in California. A leading cost-containment measure addresses demand and
supply for compliance instruments prior to dramatic cost-increases, acting to help keep
prices stable prior to a crisis (in this case by increasing available supply). A lagging
cost-containment measure addresses demand and supply for compliance instruments
after prices have risen dramatically. The Allowance Price Containment Reserve
(APCR), which adds supply to the market when prices escalate well beyond present
levels, is the primary example of a lagging cost-containment measure that has been
adopted in California.
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Reducing the expected shortfall in offset supply in the second and third
compliance periods by including additional types of offsets, such as the REDD sectorbased offsets under consideration, would help to ensure that Cap and Trade
compliance instrument prices remain reasonable to Californian’s in all locations and all
income levels. SMUD continues to support an adoption schedule that allows inclusion
of sector-based offsets in the Cap and Trade market late in the second compliance
period, as well as in the third compliance period and in post-2020 compliance periods,
to encourage rapid development of positive programs such as REDD offsets.
With respect to the details of including sector-based offsets covered in the March
22nd workshop, SMUD supports:


Phasing in the sector-based offset structure, starting with the type of emission
reductions that are farthest along and easiest to verify at this time, in order to get
an initial sector-based offset structure in place for the Cap and Trade program as
quickly as is feasible while still maintaining offset integrity. SMUD understands
that this may initially limit acceptable sector-based offsets to changes in the rates
of deforestation and forest degradation in partner jurisdictions. Notwithstanding
the initial structure, SMUD thinks that work on bringing the full potential benefits
of sector-based REDD plus offsets should continue apace. This would include
adding on a timely basis additional carbon offsets associated with deforestation
and forest degradation changes and with carbon stock enhancement as this
becomes a more standard measurement structure.



Beginning with a crediting pathway focused on a broad partner jurisdiction
crediting structure, again in order to get an initial sector-based offset structure in
place for the Cap and Trade program as quickly as is feasible while still
maintaining offset integrity. Again, work on expanding the types of sector-based
offsets to include nested projects should continue apace. With respect to
phasing, SMUD believes that a protocol could be adopted that sets integrity and
measurement standards that can be met by a variety of sector-based offset
practices over time, including nested projects when appropriate, lessening the
need for the subsequent adoption of additional or modified protocols.



The proposed 10-year historical reference level for jurisdictions with a relatively
standard deforestation history, for which a baseline or reference level of
deforestation prior to action can be robustly established. For jurisdictions with
relatively low historic deforestation but high carbon stocks, SMUD supports
keeping the same 10-year reference level. This may imply limited availability of
offsets from these jurisdictions, but SMUD believes it is important that the
reference level be historically based to a point in time that would prevent actors
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within the jurisdiction from artificially accelerating the deforestation rate in order
to raise the baseline. Moreover, SMUD suggests that a baseline be set at a level
sufficient to incent an economic return from the sale of offsets to finance
improved forest practices, even where practices have been reasonably good
historically. Accordingly, SMUD suggests that ARB could consider a crediting
baseline for these jurisdictions that equals the reference level, or perhaps is even
higher than the reference level to reflect average deforestation in surrounding
jurisdictions, in order to provide some incentives and funding to continue good
forest preservation practices in those jurisdictions. Such consideration should
include adequate documentation of comparison to adjacent jurisdictions, etc., to
preserve the integrity of the offsets.


Consideration of only above-ground carbon stocks as proposed, again because
SMUD supports an initial sector-based offset structure in place for the Cap and
Trade program as quickly as is feasible while still maintaining offset integrity. As
processes and methods for adequately measuring and verifying below ground
stocks, etc. are more developed, SMUD supports adding these to the protocol
when identified robustness criteria are met, with minimum additional adoption
requirements.



Establishing a crediting baseline that represents a simple structure with
conservative offset crediting, while allowing a jurisdiction to begin providing
credits relatively early after a forest practices change. SMUD leans toward
Option 1 presented at the workshop, as it allows early offset creation, provides a
continuous offset-related incentive for reductions in emissions, and appears to be
a simpler structure than Option 2.



A robust measurement, reporting and verification process, meeting quality
standards established in the sector-based offsets protocol, that ensures
transparent information available about the offsets generated. The standards
proposed in the staff presentation seem reasonable.

For these reasons, SMUD encourages the Air Resources Board to continue to
expeditiously develop protocols to include sector-based REDD offsets in the Cap and
Trade program. Such action will demonstrate leadership by California on the world
stage, while acting as cost-containment for California’s Cap and Trade program. There
are also significant environmental and social co-benefits to participating jurisdictions,
and likely additional long-term co-benefits to Californians. These could include useful
products that are derived from the preserved biodiversity in areas with maintained and
enhanced tropical forests, and even increased precipitation in California (as some
models show from maintained and enhanced tropical biomass).
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Respectfully submitted,
/s/_______________________
WILLIAM W WESTERFIELD, III
Senior Attorney
Sacramento Municipal Utility District
6301 S Street, MS A311
Sacramento, CA 95817
/s/_________________________
TIMOTHY TUTT
Program Manager, State Regulatory Affairs
Sacramento Municipal Utility District
6301 S Street, MS A313
Sacramento, CA 95817
cc: Corporate Files (LEG 2016-0282)
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First Name: Jason
Last Name: Ko
Email Address: jmko@fs.fed.us
Phone Number: 707-562-8875
Affiliation: USFS
Subject: USFS Comments on Technical Paper
Comment:
Hello,
Thank you for the opportunity to submit comments on this process as
it develops. We applaud CA and ARB for leading the world in this
area, including potentially expanding the program to provide
incentives towards sustainable forest management and reducing
deforestation in tropical forests around the world.
Comment 1) Firstly, we would like to direct you to tow programs
that USFS participates in, in collaboration with other federal
agencies: 1) Silvacarbon and 2) SWAMP, focused on 1) enhancing
capacity worldwide for monitoring and managing forest and
terrestrial carbon and 2)to generate knowledge that is relevant to
policymakers and practitioners regarding the sustainable management
of tropical wetlands and wetland carbon.
http://egsc.usgs.gov/silvacarbon/sites/default/files/SilvaCarbon_Fact_Sh
eet_September2015_0.pdf
http://www.cifor.org/swamp/
Both these initiatives represent cross USG agency collaborations
that have developed many tools, research, and methodologies that
California might want to consider as they move forward.
Furthermore, SilvaCarbon and SWAMP might already be partnering with
jurisdictional authorities in areas that California is looking at.
Comment 2) Where to the freely associated islands fit into the ARB
process. Territories, if I understand correctly could be
incorporated under the domestic program, but freely associated
states? USFS Region 5 supports forestry programs through both our
domestic and international programs in Palau, Marshalls, and
Micronesia for example.
Comment 3) Leakage is a serious issue in tropical forest countries,
that cannot necessarily be tracked in a compartmentalized way as it
is in CA. China for instance imports raw materials and exports
products around the world. Thus even robust jurisdictional
integrity might have little affect on carbon at a global market
where vertical integration is not contained in that same
jurisdiction. Testing the globalization of the CA market is a
worthwhile endeavor, but might not actually have the intended GHG
reduction result desired in the near term.

1

Comment Overview

Navigate to Table of Contents
Comment 4) Many researchers are working with LiDAR in tropical
forests including Dr Greg Asner and Dr Sassan Saatchi.
Additionally, there is not consensus that wall to wall LiDAR is the
"best" or most cost effective tool to use for remote monitoring of
forests. Other combinations of remote sensing technologies and
tools such as those developed by Dr Matt Hansen and WRI also have
value in different ways. Of course there is Japan, France, and the
EU as well. All with different methodologies, tools, and data.
UNREDD vs FCPF. Thinking in the long term, developing countries
often do not have the capacity to manage or analyze competing
programs and tools. So setting specific technologies might
significantly restrict which jurisdictions Ca is able to engage
with.
Comment 5) Trying to align any guidelines and parameters as much as
possible with those coming out of Warsaw and Paris would be very
practical.
USFS looks forward to continuing to be involved with ARB as this
process develops and is always available to provide support where
appropriate.

Attachment:
Original File Name:
Date and Time Comment Was Submitted: 2016-04-08 15:30:51
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8 April 2016
To: Rajinder Sahota, Chief
Climate Change Program Evaluation Branch, Industrial Strategies Division
California Air Resources Board, 1001 I Street, Sacramento, California 95814
Online Submission: www.arb.ca.gov/lispub/comm2/bcsubform.php?listname=sectorbased1-ws&comm_period=1

IETA COMMENTS ON CALIFORNIA AIR RESOURCES BOARD’S
SECTOR-BASED OFFSETS WORKSHOP & WHITE PAPER
The International Emissions Trading Association (IETA) welcomes the opportunity to share comments on
California Air Resources Board (ARB)’s technical workshops and Staff White Paper on the “Ongoing
Evaluation of the Potential for Sector-Based Offset Credits in California’s Cap-and-Trade Program.”
IETA welcomes California’s growing support for the potential inclusion of sector-based offsets into
California’s program, and we recognize the impressive leadership already shown through partnerships,
such as the Governors’ Climate and Forests Task Force (GCF), and technical efforts, such as the REDD+
Offset Working Group (ROW). Given the clear role codified in the Paris Agreement for policies and
incentives for activities to reduce deforestation and forest degradation, accepting REDD+ credits from
both jurisdictions and nested projects would mark another milestone in the state’s REDD+ global
leadership.
IETA’s comments are structured around two sections. Section 1 features high-level priority input,
including guiding principles for consideration, on the potential inclusion of REDD+ credits into California’s
program. Section 2 contains more technical input on the inclusion of these credits into California’s
program. The latter, more detailed section is structured around the following design items:
1.
2.
3.
4.

Crediting Pathways;
Transparent, Robust & Enforcement MRV Frameworks;
Reversal Risk & Permanence; and
Leakage Risk.

SECTION 1: PRIORITY INPUT
A. GUIDING PRINCIPLES FOR CONSIDERATION
IETA encourages ARB to support the inclusion of sector-based (including REDD+) offset credits into
California’s program as early as practical and effective. As captured in the workshops, some of the design
principles that will be critical to the success of REDD+, include: ensuring cost-containment; providing
California businesses with the needed flexibility to achieve real and deep net reductions; and preserving
the overall integrity of California’s program.
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Simultaneously, ARB must ensure that potential regulatory amendments, including those related to offset
program improvements, specifically:





Avoid future potential for double-counting;
Avoid adversely impacting California’s current offset program;
Improve, rather than impede, program implementation and administrative efficiencies; and
Do not restrict future efforts for California to successfully link with other jurisdictions.

B. ADEQUATE CAPACITY & RESOURCES TO EFFICIENTLY PROCESS PROJECTS
In previous submissions, IETA has stressed the need for ARB to develop well-defined, transparent
procedures and timelines for all offset project reviews and issuances. This matter could prove more
urgent, and certainly more relevant, should California introduce international sector-based and REDD+
offsets into the California market.
As the workload under California’s existing offsets program builds over the coming years, ARB must ensure
that its offsets pipeline is not jeopardized by insufficient resources being devoted to the REDD effort at
the expense of existing projects – this issue particularly holds true for anticipated legal resource
requirements.
Should ARB officially approve REDD+/sector based offsets, especially during the third compliance period,
IETA strongly encourages ARB to increase capacity to help successfully develop and implement a workable
compliance REDD+ protocol. This increased Staff capacity and bandwidth would help avoid any diversion
from existing – and necessary – ARB resources that are currently dedicated to offset project activities.

C. COLLABORATIVE MECHANISMS FOR ADDED PROGRAM SUPPORT
Based on IETA’s experience across numerous offset programs worldwide, we believe that some of
California’s existing offset implementation challenges can be addressed, if the proper support
mechanisms and multi-sector resources were made available to ARB. We believe the same holds true in
addressing potential future challenges related to the introduction of sector-based and REDD+ credits.
We recommend that California’s amended Cap-and-Trade Regulation allow for the creation of new offset
support mechanisms, such as a Multi-Sector Offsets Advisory Panel and Offsets Technical Working
Group(s). These groups, consisting of market/technical experts from across relevant sectors, would work
closely with ARB Staff to understand and assess practical implications of offset program modifications and
opportunities for program improvement.
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SECTION 2: DETAILED INPUT
1. CREDITING PATHWAYS
Importance of Crediting Nested Projects & Jurisdictional Reductions
Tropical deforestation is best tackled through interventions at all scales, including jurisdictional-level
measures (programs/policies) and targeted project interventions. Taking a two-pronged approach affords
the greatest chance of addressing large-scale drivers of deforestation while tackling site-specific factors.
By allowing REDD+ credits to come from jurisdictions or nested projects from the outset, California would
support a more integrated approach to reducing deforestation and unlock far greater investment and
finance to drive such activities than if it started with jurisdictional crediting only. The fact remains that
most private parties and investors are far more comfortable entering into agreements and transacting
with projects, where the causal chain is clearer and actors have greater control and assurance that their
efforts and associated performance will be appropriately credited.
We note that nested projects would have to be approved by California’s partner states; therefore, only
the best projects aligned with government priorities and accounting regimes would be credited. Also, in
crediting both nested projects and jurisdictional programs, California would be reducing the risk that its
partner jurisdictions are not ready to supply sufficient compliance-grade offsets into the California market
by 2018. Any uncertainty around this could hurt California regulated entities by undermining their ability
to effectively plan for carbon compliance, especially as caps tighten in 2018 and beyond.
Use of Third Party Standards & Programs
Rather than issuing credits directly to REDD+ partner jurisdictions, California should recognize credits
issued by jurisdictions and by approved third-party programs directly to those jurisdictions. Such credits
should then be eligible for conversion into the administrator’s compliance units. Providing the option to
allow partner jurisdictions to use third-party programs to issue REDD+ credits for compliance use is in-line
with the ROW’s recommendations, and should be part of California’s program from the outset.
Without relying on the expertise and enabling programs of third-party standards, it will be challenging for
states to robustly account for sectoral reductions, and issue, credits that meet California’s strict
requirements. In fact, REDD+ states currently have no mechanisms in place, and are not actively planning
to develop any, to actually issue credits, let alone establish supporting program elements like diversified
buffer pools to effectively address reversal risk. For example, Acre, Brazil is counting on using VCS
Jurisdictional and Nested REDD+ (JNR) to quantify its emission reductions and generate compliance-grade

3

IETA - Climate Challenges, Market Solutions
Geneva - Brussels - London - Melbourne - San Francisco - Toronto - Washington
www.ieta.org | @IETA | # MarketsMatter

Comment Overview

Navigate to Table of Contents

credits, with the expectation that these credits would meet California’s compliance requirements. Acre is
also applying the REDD+ Social and Environmental Standards to establish rigorous safeguards and ensure
local communities benefit from the program. By using both best practice standards, Acre is already
meeting the carbon and social-environmental recommendations of California’s ROW.
2. TRANSPARENT, ROBUST & ENFORCEABLE MRV FRAMEWORKS
California and partner jurisdictions would not be advised to “reinvent the wheel” in terms of developing
new MRV frameworks or adopting bespoke approaches with individual states. Such a move could create
market uncertainty, limit global applicability, and potentially strand ongoing REDD+ projects. Instead, to
the greatest extent possible, ARB should tap into the following existing global standards for bringing
REDD+ supply into California in order to generate early “wins” in the REDD+ sector:


Verified Carbon Standard (VCS) Jurisdictional and Nested REDD+ (JNR) Framework was established
following a comprehensive three-year multi-stakeholder development process (including many of
California’s prospective partner jurisdictions). JNR is the world’s only accounting and crediting
platform for jurisdictional REDD+ programs, and also establishes a clear pathway for the nesting of
projects and guarantees the permanence of credited reductions through the deep and diversified VCS
buffer pool



The American Carbon Registry (ACR)’s Nested REDD+ Standard provides technical guidance for
registration of REDD+ projects that are nested within a jurisdictional accounting framework. This
includes specifications for how differences in project-level and jurisdiction-level performance can be
reconciled. ACR’s Nested REDD+ Standard builds on experience designing REDD methodologies for a
broad range of stakeholders. In addition, ACR’s REDD Methodology Modules can be used to account
for methodological components not otherwise addressed by a jurisdictional accounting framework.



The Climate Action Reserve (CAR)’s Mexico Forest Protocol is broadly considered a highly rigorous,
project-level standard that is currently producing high quality credits from enhancements from
improved forest management, agroforestry, and reforestation. This sector-based accounting
framework is currently under development in Mexico.

Third-party MRV standards that meet ARB verification rigor should be referenced and/or incorporated
into California’s sector-based crediting rules. Given that potential partner states are either using, or
intending to use, third-party programs to generate and verify offset credits that meet ARB criteria, it would
be counterproductive and inefficient to not allow those jurisdictions to use such standards for their MRV,
and it would be unnecessarily complicated to phase them in at a later date. In fact, given how many years
it takes to develop robust REDD+ accounting and crediting frameworks, it would be highly unlikely that
California could bring in compliance-grade REDD+ credits prior to 2020 without tapping such existing thirdparty programs.
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Allowing each jurisdiction to develop its own MRV framework to be approved by ARB would be
administratively onerous, and would require significant organizational capacity to devote sufficient
resources required to understand and deal with multiple frameworks. While ARB establishing a baseline
framework to be used by all jurisdictions would be preferable to each jurisdiction developing its own, it
would also be counterproductive when robust third-party MRV frameworks already exist.
3. REVERSAL RISK & PERMANENCE
Of the options presented by ARB at the April 5 workshop, the jurisdictional and buffer approaches work
well together as a means of addressing potential reversals. To date, insurance is not readily available for
properly ensuring permanence1 and such intermediaries have yet to enter the carbon marketplace. The
future-year-discounting approach (i.e. subtracting any lost tons from future credit issuances) is what bestpractice REDD+ standards already require, and should therefore be a basic requirement for jurisdictional
accounting in order to maintain atmospheric integrity.
With respect to how many credits should be set aside in a buffer pool, it is recommended that the
percentage withheld be based on an analysis of the specific reversal risk factors in each jurisdiction. ARB
could refer to the VCS JNR Non-Permanence Risk Tool2, currently being applied in jurisdictions like Acre,
which defines a conservative number of credits that must be withheld to ensure the permanence of
claimed reductions. This tool assesses risks relevant to the jurisdictional program across the following five
broad categories: political and governance risk; program design and strategy risk; carbon rights and use
of carbon revenues; funding risk; and natural risk.
Monitoring for 100 Years
Requiring that REDD+ jurisdictions monitor their forest emissions for 100 years will prove challenging for
developing country governments, and such a requirement could become a barrier to establishing viable
linkage agreements with California. However, robust buffer systems can address reversal risk without
requiring that jurisdictional programs commit to a century of required monitoring. For instance, the VCS
JNR Buffer System addresses such long-term risks as follows:
Where a jurisdiction or nested project fails to submit a verification report to a VCS registry within five years of
its last verification, 50 percent of the buffer credits associated with the relevant jurisdiction shall be put on
hold. After a further five years, all of the remaining buffer credits associated with such jurisdiction shall be put
on hold. Where no subsequent verification report has been presented within a period of 15 years, and the
program or project crediting period has not yet expired, buffer credits shall be cancelled from the jurisdictional
pooled buffer account in an amount equivalent to the total number of VCUs issued to the jurisdiction (including
buffer credits put on hold).

1

Possible exception is OPIC, which has limited scope and focuses on country risk.
VCS JNR Non-Permanence Tool (along with other VCS documents referenced below) can be accessed at http://www.v-cs.org/program-documents.
2
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The above example highlights another reason why diversified buffers comprising a deep pool of credits
from multiple jurisdictions and projects are so valuable, since they have the potential to address such
long-term risks with their ability to cover all issued credits from a single REDD+ program. Even if ARB were
to require 100-year monitoring, given the risk that this may not be adhered to in the developing country
context, having issued credits backed by a robust buffer pool, managed by an established international
third-party standard, could provide an additional level of assurance.
4. LEAKAGE RISKS
ARB’s presented options for addressing leakage risk only focus on the potential shifting of commodity
production. While this covers one of the primary leakage risks for jurisdictional REDD+, we believe that a
more comprehensive approach should be taken; an approach that also considers market and subsistence
drivers of deforestation.
Once again, ARB could refer to the JNR Leakage Tool to understand how jurisdictions can credibly assess
leakage potential by looking at key factors in a systematic way, mitigating the identified risks, and
accounting for leakage that cannot be avoided. To reiterate, ARB should not reinvent the wheel while
moving forward with sector-based and REDD+ rule-making decisions. We strongly advise officials to tap
existing standards, programs and tools, such as the JNR Leakage Tool, as it sets criteria for what would
constitute an acceptable compliance unit in California’s growing market.

In Conclusion
IETA appreciates this opportunity to record our comments related to the potential inclusion of sectorbased, including REDD+, credits into California’s Cap-and-Trade Program. Our multi-sector business
membership remains committed to supporting the successful evolution, and international expansion, of
California’s carbon market to help achieve its climate goals at least-cost.
If you have questions, or further clarification related to this submission, please contact IETA’s Director of
the Americas, Katie Sullivan (sullivan@ieta.org).

Sincerely,

Dirk Forrister
IETA President and CEO
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April	
  6,	
  2016	
  
	
  
Jason	
  Gray	
  
Manager,	
  Market	
  Monitoring	
  
California	
  Air	
  Resources	
  Board	
  
California	
  Environmental	
  Protection	
  Agency	
  
1001	
  “I”	
  St.,	
  Sacramento,	
  CA	
  	
  95814	
  
	
  
	
  
RE:	
  A	
  rigorous	
  scientific	
  review	
  of	
  California	
  Cap-‐and-‐Trade	
  must	
  
be	
  undertaken	
  before	
  an	
  expansion	
  of	
  the	
  program	
  to	
  include	
  
REDD-‐based	
  offsets	
  is	
  considered.	
  
	
  
	
  
Esteemed	
  Mr.	
  Gray:	
  
	
  
This	
  is	
  a	
  brief	
  letter	
  that	
  is	
  submitted	
  on	
  behalf	
  of	
  Friends	
  of	
  the	
  Earth	
  –	
  US	
  
regarding	
  the	
  proposal	
  to	
  potentially	
  develop	
  an	
  International	
  Sector-‐based	
  Offset	
  
program	
  for	
  inclusion	
  in	
  the	
  California	
  market	
  based	
  climate	
  mechanism,	
  otherwise	
  
known	
  as	
  Cap-‐and-‐Trade.	
  
	
  
The	
  proposed	
  expansion	
  of	
  California	
  Cap-‐and-‐Trade	
  to	
  include	
  International	
  
Sector-‐based	
  Offsets	
  (REDD-‐offsets)	
  presents	
  acute	
  social,	
  economic	
  and	
  
environmental	
  risks	
  to	
  affected	
  communities	
  in	
  California	
  as	
  well	
  as	
  in	
  potential	
  
partner	
  jurisdictions.	
  Since	
  California	
  has	
  no	
  mandate	
  to	
  establish	
  a	
  an	
  international	
  
REDD	
  program,	
  and	
  since	
  California	
  has	
  neither	
  the	
  authority	
  nor	
  the	
  competency	
  to	
  
administer	
  an	
  international	
  policy	
  with	
  serious	
  long-‐term	
  human	
  rights	
  and	
  
development	
  implications,	
  it	
  is	
  clearly	
  unnecessarily	
  risky	
  for	
  California	
  to	
  pursue	
  
this	
  expansion	
  of	
  the	
  market	
  based	
  compliance	
  mechanism.	
  
	
  
If	
  California	
  wants	
  to	
  take	
  immediate	
  action	
  in	
  support	
  of	
  tropical	
  forest	
  protection	
  
as	
  a	
  means	
  of	
  contributing	
  to	
  global	
  efforts	
  to	
  respond	
  to	
  the	
  threats	
  of	
  climate	
  
change,	
  the	
  state	
  can	
  consider	
  actions	
  such	
  as:	
  
• Legislating	
  CalPERS	
  divestment	
  from	
  palm	
  oil	
  
• Banning	
  imports	
  of	
  crude	
  oil	
  from	
  the	
  Amazon	
  and	
  other	
  sensitive	
  and	
  
globally	
  important	
  tropical	
  forest	
  areas.	
  
• Supporting	
  campaigns	
  from	
  forest-‐based	
  communities	
  to	
  keep	
  fossil	
  fuels	
  in	
  
the	
  ground,	
  to	
  fight	
  mega-‐hydroelectric	
  development,	
  and	
  to	
  resist	
  other	
  
highly	
  destructive	
  mega-‐projects	
  driven	
  by	
  the	
  global	
  economy.	
  
• Establishing	
  policies	
  to	
  address	
  the	
  states	
  consumption	
  of	
  tropical	
  
hardwoods,	
  paper,	
  pulp,	
  minerals,	
  fossil	
  fuels,	
  and	
  other	
  commodities	
  
produced	
  and	
  extracted	
  from	
  tropical	
  rainforest	
  areas.	
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In	
  terms	
  of	
  forest	
  conservation	
  and	
  protection	
  as	
  a	
  means	
  of	
  averting	
  the	
  worst	
  
impacts	
  of	
  climate	
  change,	
  California	
  should	
  also	
  take	
  immediate	
  steps	
  to	
  improve	
  
stewardship	
  of	
  its	
  own	
  globally	
  important	
  forests	
  by	
  banning	
  clear-‐cutting	
  and	
  
other	
  destructive	
  forest	
  management	
  practices,	
  and	
  assuring	
  the	
  long-‐term	
  
sustainability	
  and	
  effectiveness	
  of	
  existing	
  protected	
  areas	
  on	
  private,	
  state,	
  and	
  
federal	
  lands.	
  This	
  includes	
  a	
  frank	
  and	
  honest	
  assessment	
  of	
  the	
  deforestation	
  that	
  
has	
  occurred	
  and	
  continues	
  to	
  occur	
  in	
  the	
  state	
  of	
  California,	
  and	
  what	
  role	
  that	
  
deforestation	
  has	
  had	
  and	
  will	
  have	
  on	
  carbon	
  stocks	
  and	
  carbon	
  sequestration	
  in	
  
California’s	
  forests.	
  This	
  would	
  include	
  an	
  honest	
  and	
  land	
  carbon	
  science	
  based	
  
assessment	
  of	
  the	
  real	
  climate	
  impact	
  of	
  timber	
  industry	
  activities	
  in	
  California.	
  
	
  
To	
  correctly	
  understand	
  the	
  crucial	
  role	
  of	
  forests	
  in	
  developing	
  effective	
  climate	
  
change	
  mitigation	
  policy	
  that	
  will	
  help	
  us	
  avert	
  the	
  worst	
  impacts	
  of	
  human-‐induced	
  
climate	
  change,	
  it	
  is	
  necessary	
  to	
  pursue	
  a	
  rigorous	
  scientific	
  assessment	
  of	
  
California’s	
  Cap-‐and-‐Trade	
  Program.	
  Climate	
  science	
  is	
  a	
  rapidly	
  changing	
  and	
  
advancing	
  field,	
  and	
  it	
  is	
  irresponsible	
  for	
  the	
  ARB	
  to	
  not	
  pursue	
  a	
  rigorous	
  review	
  
of	
  the	
  underlying	
  assumptions	
  of	
  the	
  Cap-‐and-‐Trade	
  Program,	
  whose	
  social,	
  
economic,	
  and	
  environmental	
  impacts	
  have	
  yet	
  to	
  be	
  reviewed	
  in	
  a	
  substantial	
  
manner.	
  The	
  climate	
  science	
  is	
  clear	
  that	
  carbon	
  sequestration	
  in	
  land-‐based	
  
ecosystems	
  such	
  as	
  forests	
  does	
  not	
  “neutralize”	
  emissions	
  from	
  the	
  burning	
  of	
  
fossil	
  fuels;	
  such	
  sequestration	
  is	
  only	
  making	
  up	
  for	
  emissions	
  from	
  past	
  
deforestation	
  and	
  land-‐use	
  change.	
  The	
  erroneous	
  assumption	
  that	
  underlies	
  the	
  
California	
  Cap-‐and-‐Trade	
  Program	
  must	
  be	
  addressed,	
  and	
  until	
  this	
  rigorous	
  
scientific	
  review	
  is	
  realized	
  it	
  is	
  irresponsible	
  for	
  the	
  ARB	
  to	
  continue	
  forward	
  with	
  
the	
  proposed	
  expansion	
  of	
  California	
  Cap-‐and-‐Trade	
  to	
  include	
  International	
  Sector-‐
based	
  Offsets.	
  
	
  
	
  
	
  
Respectfully,	
  

	
  
	
  
	
  

	
  
Gary	
  Graham	
  Hughes	
  
California	
  Advocacy	
  Campaigner	
  
Friends	
  of	
  the	
  Earth	
  –	
  US	
  
2150	
  Allston	
  Way,	
  Suite	
  360	
  
Berkeley,	
  CA	
  	
  94704	
  	
  USA	
  
Email:	
  ghughes@foe.org	
  
Office	
  Phone:	
  510-‐900-‐8807	
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April 8, 2016
Comments of the Nature Conservancy on ARB sector-based credit workshop March 22, 2016
Thank you for the opportunity to submit comments on your workshop of March 22, 2016
focused on adding international sector-based credits to the AB 32 Cap and Trade program
from tropical forest protection. The Nature Conservancy has extensive research and
implementation experience in this issue and participated in this and many other workshops on
this topic previously. In addition, Michelle Passero, Senior Climate Policy Analyst at the
Nature Conservancy was a member of the REDD Offset Working Group (ROW) and
participated in the development of its recommendations. Following are some comments to
the issues and questions you discussed at the workshop.
•

The Nature Conservancy supports the process ARB is conducting to develop and
eventually adopt regulations to amend the AB 32 Cap and Trade program to include
international sector-based credits from avoided loss of tropical forests. We urge ARB to
continue this work expeditiously and complete the regulatory process so that credits can be
approved and accepted in the third compliance period. We appreciate the detailed white
paper and schedule you released last October. This action has allowed time for
stakeholders to understand the issues involved in developing a draft regulation and to
participate effectively in the several workshops you have been conducting this spring.

•

A substantial body of high quality material has been developed to inform this process that
should be useful to you:
o Last year the UN Framework Convention on Climate Change completed its multiyear process of developing guidance for Reducing Emissions from Deforestation
and Forest Degradation and Enhancement of Carbon Stocks (REDD+), addressing
issues such as monitoring, MRV, baselines, and social and environmental safeguards.
o Additionally, the ARB staff white paper from the October workshop and the paper
for this March, 2016 workshop combined with the recommendations from the ROW
provide information to address questions raised at the workshop. The Nature
Conservancy supports the REDD Offset Working group (ROW) recommendations
and suggests you refer to them in designing the proposed amendment.
o Another resource that should be useful to you is the Carbon Fund Methodological
Framework published by the World Bank’s Forest Carbon Partnership Facility
o “Protecting the Climate Forests,” a report produced by the Commission on Climate
and Tropical Forests is another applicable document that may be useful.

•

As a general principle, we recommend that you provide a guidance framework that still
provides flexibility in the rule for the host jurisdiction to craft a program that fits their
particular circumstances. For example, the host jurisdiction is best positioned to
understand when a change to its reference level is warranted, suffice that it still meets
environmental integrity guidelines set by ARB.
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•

As for scope, we agree with staff and the ROW recommendation to begin by including
reduced emissions from deforestation and forest degradation but recommend that ARB also
allow for a jurisdiction with proven success in this realm to add reductions from carbon stock
enhancements from reforestation, improved forest management and other activities to its
program, as long as all significant sources of land-use emissions are also being addressed.

•

A baseline should be consistent with UNFCCC guidance, and derived from the average
emissions level from a recent ten year period consistent with the ROW recommendations.

•

We support the ARB staff recommendation” to develop a set of quality standards and
evaluate the design of a jurisdiction’s own MRV program against those standards. The
MRV program should be robust, transparent and consistent with UNFCCC guidance and
the ROW recommendations. As recommended by the FCPF, the monitoring program
should be able to detect reversals.
Thank you for the opportunity to comment on this process and for your good work
developing the amendment to the Cap and Trade program to include sector-based credits
from tropical forests. We will continue to participate in the process.
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First Name: Thomas
Last Name: Vessels
Email Address: tvessels@vesselscoalgas.com
Phone Number: 303.534.0488
Affiliation:
Subject: Public Comments for Sector Based Offsets
Comment:
Recommendation:
All initiatives, proposals, projects should be required to estimate
their repair to climate damage and how many tonnes of Carbon
Dioxide equivalent they will reduce in the next 20 years.
Specifically adopt the GWP factors from latest scientific
rather than the UN or USEPA factors.

study

It is an artifact of the early years of the climate change debate
that we still use 100 years as the reference time frame for climate
policies. The effect this has on the public mindset is to give
the impression that climate change is a distant future's problem.
The next 20 years are more critical. Science is ahead of policy.
At the Global Methane Forum in Georgetown, March 29, 2016 Drs. Drew
Shindell and Johan Kuylenstierna jointly presented that reducing
methane and black carbon in the atmosphere have the greatest impact
in the next 20 years. For example they have calculated the GWP for
methane over a 20 year period to be around 100 and over a 100 year
period 40.
If we adopt a 20 year time period resources of all types will
naturally move towards earlier cost effective solutions.

Attachment:
Original File Name:
Date and Time Comment Was Submitted: 2016-04-08 12:23:48
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Support for ARB staff thinking on technical design elements of sectoral crediting
for tropical forests under AB32
Jonah Busch, Ph.D.
Senior Fellow, Center for Global Development (jbusch@cgdev.org)
Berkeley, CA. April 5, 2016.
Dear Air Resources Board staff,
Thank you for the opportunity to comment on the ARB Staff Technical Paper of March
18, 20161 and the ARB slideshow presentation of March 22, 2016.2
I applaud and support the Air Resources Board staff in moving forward on
technical design elements for sectoral crediting for tropical forests under AB32.
Sound technical rules are necessary to ensure confidence by all stakeholders in the
integrity of the credits used by regulated companies in California to offset their
greenhouse gas emissions. By setting high standards for other states and provinces to
follow, California can once again lead in the global effort against climate change.3
When it comes to developing rules for sectoral credits for tropical forests, there
are important but surmountable design challenges. Fortunately there are many ways
to get these issues right. The technical paper and slideshow show that ARB staff are
considering the right issues and appear well on track to addressing these issues sensibly.
As ARB staff proceed thoughtfully in developing rules, they can draw upon
several useful resources:






The recommendations of the REDD Offsets Working Group4
The Methodological Framework of the Forest Carbon Partnership Facility
(FCPF) Carbon Fund5
Bilateral agreements between tropical forest countries and states and European
countries
o Brazil and Norway6
o Guyana and Norway7
o Acre (Brazil) and Germany8
The Jurisdictional and Nested REDD+ (JNR) Framework of the Verified
Carbon Standards (VCS) 9
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Regarding specific technical design elements, ARB may consider the following feedback:
Scope: It is sensible to include activities that can be monitored using current technology
(i.e. reductions in emissions from deforestation; potentially reductions in emissions from forest
degradation) while leaving the door open to including at a later date activities that may be monitored
with emerging technology (i.e. removals by forest growth).10
Crediting pathway: Partner states should issue, track, and sell credits. Partner states should be
granted broad latitude to design their programs for reducing deforestation, including the ability to
determine whether and how nested projects are potentially eligible, subject to California standards.
Reference Level: Historical annual emissions averaged over 10 consecutive years is an
acceptable reference level and is consistent with Brazil’s Amazon Fund and the FCPF Carbon
Fund approach for most programs. In the future, ARB should consider allowing the use of upwardadjusted (e.g. projected) reference levels to accommodate states with high carbon stocks, historically
low deforestation, and high deforestation threat.11
Carbon pools: Including aboveground biomass only is acceptable. In the future, including soils
would be especially pertinent for tropical jurisdictions containing large areas of peat (e.g. Indonesia).
Crediting baseline: Establishing a crediting baseline slightly below the reference level to
leverage partner states’ own efforts to reduce emissions is acceptable, though not necessary.
Caution is warranted—setting a crediting baseline too far below the reference level would dilute
financial benefits to partner states that reduce emissions, undermining their incentive to participate.
Monitoring: ARB should develop quality standards rather than specifying a detailed set of
procedures for measuring emissions. Several tropical counties (e.g. Brazil, Mexico) already employ
sophisticated and reliable systems for measuring deforestation which can be leveraged and built upon.
Reporting: Creating general quality standards for reporting is acceptable. Requiring reporting
at the end of each compliance period (e.g. every three years) would be sensible, with interim reporting
potentially allowable to enable interim crediting.
Uncertainty: Small deductions or withholding of credits for more-uncertain emission
reductions are acceptable, though not necessary. This so-called “conservativeness approach”
would incentivize investments in improved monitoring capabilities.12
I would be happy to discuss any of the above issues with ARB staff in greater detail, if useful.
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Jonah Busch, Ph.D. is an environmental economist and a Senior Fellow at the Center for Global Development.
He is the author of 15 peer-reviewed articles on reducing emissions from tropical deforestation in academic
journals including the Proceedings of the National Academy of Sciences, Climatic Change, and Environmental
Research Letters. He served as Special Advisor to the President of Guyana during its negotiation of a bilateral
agreement with Norway and as a Technical Advisor to the Carbon Fund during the negotiation of its
Methodological Framework.

“Evaluation of the Potential for International Sector-Based Offset Credits in California’s Cap-and-Trade
Program.” ARB Staff Technical Paper, March 18, 2016.
2 “Ongoing Evaluation of the Potential for Sector-Based Offset Credits in California’s Cap-and-Trade Program.”
ARB Staff Slideshow, Marc 22, 2016.
3 See: “Eight Reasons for California to Lead on Climate and Tropical Forests.” Jonah Busch, Center for Global
Development blog. http://www.cgdev.org/blog/eight-reasons-california-lead-climate-and-tropical-forests
4 http://www.arb.ca.gov/cc/capandtrade/sectorbasedoffsets/row-final-recommendations.pdf
5 http://www.forestcarbonpartnership.org/carbon-fund-methodological-framework
6 https://www.norad.no/en/front/countries/latin-america/brazil/
7 http://www.lcds.gov.gy/norway-partnership
8 https://www.giz.de/en/worldwide/33356.html
9 http://www.v-c-s.org/JNR
10 See: “Measurement and monitoring needs, capabilities and potential for addressing reduced emissions from
deforestation and forest degradation under REDD+” Scott Goetz et al., Environmental Research Letters 2016
http://iopscience.iop.org/article/10.1088/1748-9326/10/12/123001
11 See: “Comparing climate and cost impacts of reference levels for reducing emissions from deforestation” Jonah
Busch et al., Environmental Research Letters 2009. http://iopscience.iop.org/article/10.1088/17489326/4/4/044006/meta
12 See: “Addressing uncertainty upstream or downstream of accounting for emissions reductions from
deforestation and forest degradation.” Johanne Pelletier et al., Climatic Change 2015
http://link.springer.com/article/10.1007/s10584-015-1352-z
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Dear	
  California	
  Air	
  Resources	
  Board,	
  
	
  
As	
  a	
  board	
  member	
  of	
  Rainforest	
  Trust	
  (https://www.rainforesttrust.org),	
  a	
  US	
  charity	
  
focused	
  on	
  tropic	
  forest	
  conservation,	
  and	
  as	
  a	
  committed	
  conservation	
  philanthropist	
  
focused	
  on	
  preserving	
  large	
  areas	
  of	
  tropical	
  forest	
  with	
  a	
  primary	
  motivation	
  of	
  mitigating	
  
climate	
  change	
  (see:	
  http://millionacrepledge.org	
  and	
  http://millionacrepledge.org/byers-‐
santos/	
  )	
  and	
  as	
  a	
  published	
  author	
  in	
  Nature	
  regarding	
  this	
  subject	
  (see	
  
http://www.halfthesolution.com	
  ),	
  	
  I	
  would	
  like	
  to	
  submit	
  the	
  following	
  comments	
  in	
  relation	
  
to	
  the	
  March	
  22,	
  2016	
  California	
  Air	
  Resources	
  Board	
  meeting	
  regarding	
  the	
  possibility	
  of	
  
introducing	
  tropical	
  forest	
  carbon	
  offset	
  credits	
  to	
  the	
  California	
  CO2	
  cap	
  and	
  trade	
  market.	
  	
  I	
  
much	
  appreciation	
  the	
  work	
  of	
  the	
  California	
  Air	
  Resources	
  Board	
  towards	
  including	
  tropical	
  
forest	
  conservation	
  and	
  restoration	
  offsets,	
  giving	
  the	
  tremendous	
  importance	
  of	
  tropical	
  
rainforest	
  to	
  mitigation	
  of	
  human-‐caused	
  climate	
  change.	
  	
  Respectfully	
  submitted,	
  Brett	
  Byers.	
  
	
  
TROPICAL	
  FOREST	
  COULD	
  BE	
  HALF	
  OF	
  THE	
  CLIMATE	
  CHANGE	
  SOLUTION	
  
	
  
First,	
  and	
  most	
  importantly,	
  I	
  would	
  like	
  to	
  indicate	
  that,	
  as	
  I	
  did	
  at	
  the	
  meeting,	
  while	
  CO2	
  
emissions	
  from	
  rainforest	
  destruction	
  and	
  degradation	
  may	
  only	
  account	
  for	
  11%	
  to	
  15%	
  of	
  
total	
  worldwide,	
  tropic	
  forest	
  conservation	
  and	
  restoration	
  has	
  the	
  potential	
  to	
  provide	
  about	
  
50%	
  of	
  the	
  net	
  CO2	
  emissions	
  reductions	
  over	
  the	
  next	
  critical	
  decades	
  that	
  it	
  will	
  take	
  the	
  
world	
  to	
  largely	
  stop	
  burning	
  fossil	
  fuels	
  and	
  to	
  reach	
  peak	
  atmospheric	
  CO2	
  concentrations,	
  
with	
  CO2	
  levels	
  in	
  the	
  atmosphere	
  then	
  dropping.	
  
	
  
There	
  are	
  two	
  primary	
  reasons	
  that	
  could	
  permit	
  tropic	
  forest	
  conservation	
  to	
  provide	
  half	
  of	
  
the	
  climate	
  change	
  solution.	
  	
  First,	
  with	
  adequate	
  political	
  will	
  and	
  funding	
  (which	
  are	
  needed	
  
for	
  all	
  climate	
  change	
  solutions),	
  forest	
  conservation	
  and	
  restoration	
  can	
  be	
  implemented	
  
much	
  faster	
  than	
  a	
  transition	
  away	
  from	
  fossil	
  fuel	
  use.	
  	
  The	
  New	
  York	
  Declaration	
  on	
  Forests	
  
indicates	
  the	
  length	
  of	
  time	
  dramatically	
  reduce	
  and	
  eliminate	
  forest	
  destruction	
  is	
  measured	
  
in	
  years,	
  while	
  estimates	
  (especially	
  when	
  political	
  realities	
  are	
  considered,	
  as	
  well	
  as	
  the	
  still	
  
rapidly	
  increase	
  in	
  use	
  of	
  fossil	
  fuels	
  in	
  the	
  developing	
  world)	
  of	
  the	
  time	
  to	
  end	
  fossil	
  fuel	
  use	
  
start	
  at	
  35	
  years,	
  with	
  more	
  realistic	
  periods	
  extending	
  to	
  50	
  or	
  85	
  years.	
  
	
  
Second,	
  there	
  are	
  hundreds	
  of	
  millions	
  of	
  acres	
  of	
  tropical	
  forest	
  that	
  are	
  degraded,	
  often	
  
selectively	
  logged,	
  such	
  that	
  the	
  large	
  trees,	
  which	
  contain	
  the	
  majority	
  of	
  the	
  above-‐ground-‐
carbon,	
  are	
  absent.	
  	
  If	
  these	
  degraded	
  areas	
  are	
  protected,	
  they	
  would	
  absorb	
  huge	
  quantities	
  
of	
  CO2	
  for	
  50	
  to	
  100	
  years	
  until	
  the	
  small	
  trees	
  become	
  large.	
  	
  No	
  human	
  intervention	
  is	
  
needed,	
  as	
  the	
  seed	
  base	
  and	
  variety	
  of	
  small	
  trees	
  are	
  intact	
  within	
  the	
  degraded	
  forest.	
  	
  An	
  
amount	
  of	
  as	
  much	
  as	
  over	
  10	
  billion	
  tons	
  of	
  CO2	
  could	
  be	
  absorbed	
  per	
  year	
  by	
  recovery	
  of	
  
degraded	
  forest.	
  	
  This	
  amount	
  thus	
  could	
  be	
  nearly	
  30%	
  of	
  current	
  worldwide	
  CO2	
  emissions	
  
and	
  could	
  be	
  larger	
  than	
  the	
  current	
  net	
  emissions	
  from	
  continued	
  tropical	
  forest	
  destruction	
  
and	
  degradation,	
  which	
  amounts	
  to	
  another	
  11%	
  to	
  14%	
  of	
  total	
  CO2	
  emissions.	
  
	
  
As	
  such,	
  tropical	
  forest	
  conservation	
  and	
  restoration	
  could	
  provide	
  a	
  critical	
  bridge	
  to	
  the	
  
post-‐fossil	
  fuel	
  era,	
  and	
  could	
  be	
  a	
  major	
  portion	
  of	
  any	
  climate	
  change	
  solution.	
  
	
  
Finally,	
  I	
  note	
  that	
  the	
  amount	
  of	
  carbon	
  stored	
  in	
  tropical	
  forests	
  worldwide	
  (nearly	
  2,000	
  
billion	
  tons	
  of	
  CO2	
  sequestered)	
  is	
  equal	
  to	
  over	
  half	
  of	
  the	
  carbon	
  stored	
  in	
  proven	
  fossil	
  fuel	
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reserves	
  (estimated	
  to	
  be	
  about	
  3,000	
  billions	
  tons	
  of	
  CO2	
  emissions	
  on	
  burning	
  of	
  this	
  fuel).	
  	
  
Thus,	
  just	
  as	
  we	
  court	
  very	
  dangerous	
  climate	
  change	
  by	
  burning	
  all	
  (or	
  even	
  a	
  substantial	
  
fraction	
  of)	
  proven	
  fossil	
  fuel	
  reserves,	
  we	
  face	
  the	
  same	
  danger	
  by	
  destroying	
  all	
  (or	
  a	
  
substantial	
  fraction	
  of)	
  remaining	
  tropical	
  forest.	
  
	
  
Here	
  are	
  citations	
  to	
  articles	
  and	
  papers	
  (many	
  peer-‐reviewed	
  academic	
  papers)	
  providing	
  
support	
  to	
  the	
  assertions	
  above:	
  
1.	
  	
  Regarding	
  the	
  35+	
  years	
  to	
  convert	
  off	
  of	
  fossil	
  fuels:	
  Mark	
  Z.	
  Jacobson	
  and	
  Mark	
  A.	
  
Delucchi,	
  Providing	
  all	
  global	
  power	
  with	
  wind,	
  water	
  and	
  solar	
  power,	
  Part	
  I:	
  Technologies,	
  
energy	
  resources,	
  quantities	
  and	
  areas	
  of	
  infrastructure,	
  and	
  materials,	
  Energy	
  Policy	
  (2011)	
  
39,	
  1154-‐1169,	
  
http://www.stanford.edu/group/efmh/jacobson/Articles/I/JDEnPolicyPt1.pdf	
  .	
  
2.	
  	
  New	
  York	
  Declaration	
  on	
  Forests:	
  	
  http://www.un.org/climatechange/summit/wp-‐
content/uploads/sites/2/2014/07/New-‐York-‐Declaration-‐on-‐Forest-‐–-‐Action-‐Statement-‐
and-‐Action-‐Plan.pdf	
  .	
  
3.	
  	
  Peer	
  reviewed	
  articles	
  showing	
  potential	
  of	
  rainforest	
  to	
  offset	
  CO2	
  emissions,	
  including	
  
via	
  absorption	
  of	
  CO2	
  by	
  recovering	
  degraded	
  forests	
  (the	
  second	
  article	
  also	
  indicates	
  that	
  
about	
  500	
  billion	
  tons	
  of	
  carbon	
  is	
  stored	
  in	
  tropical	
  forests,	
  equal	
  to	
  nearly	
  2000	
  billion	
  tons	
  
of	
  CO2	
  emissions	
  on	
  destruction	
  of	
  such	
  forests):	
  
a.	
  	
  Richard A. Houghton, The emissions of carbon from deforestation and degradation in the tropics:
past trends and future potential, Carbon Management (2013) 4(5), 539–546,
http://research.mblwhoilibrary.org/works/39404 and
http://www.tandfonline.com/doi/pdf/10.4155/cmt.13.41 .
b.	
  	
  John Grace, Edward Mitchard and Emanuel Gloor, Perturbations in the carbon budget of the
tropics, Global Change Biology (2014) 20,
http://onlinelibrary.wiley.com/doi/10.1111/gcb.12600/full .
c.	
  	
  There	
  is	
  literature	
  that	
  indicates	
  that	
  tropical	
  forest	
  conservation	
  and	
  restoration	
  could	
  
offset	
  about	
  30%	
  current	
  human-‐caused	
  C02	
  emissions	
  (see:	
  
http://www.cgdev.org/blog/tropical-‐forests-‐offer-‐24%E2%80%9330-‐percent-‐potential-‐
climate-‐mitigation	
  	
  and	
  	
  http://www.halfthesolution.com/other_research.html	
  and	
  citations	
  
from	
  within	
  each,	
  including	
  http://www.cgdev.org/sites/default/files/CGD-‐Climate-‐Forest-‐
Paper-‐Series-‐11-‐Goodman-‐Herold-‐Maintaining-‐Tropical-‐Forests.pdf	
  ).	
  	
  But	
  note	
  that	
  because	
  
it	
  will	
  take	
  decades	
  to	
  eliminate	
  (or	
  at	
  least	
  dramatically	
  reduce)	
  fossil	
  fuel	
  use,	
  whereas	
  
tropical	
  forest	
  conservation	
  and	
  restoration	
  can	
  be	
  put	
  in	
  place	
  far	
  more	
  quickly,	
  the	
  
cumulative	
  net	
  CO2	
  emissions	
  from	
  tropical	
  forest	
  conservation	
  and	
  restoration	
  could	
  be	
  
roughly	
  equal	
  to	
  that	
  from	
  reduction	
  in	
  fossil	
  fuel	
  during	
  the	
  critical	
  period	
  from	
  now	
  until	
  
peak	
  atmospheric	
  CO2	
  concentration,	
  with	
  tropical	
  rainforest	
  conservation	
  and	
  restoration	
  
providing	
  a	
  crucial	
  bridge	
  to	
  the	
  post	
  fossil	
  fuel	
  era.	
  
4.	
  	
  Peer	
  reviewed	
  article	
  in	
  Nature	
  Climate	
  Change	
  showing	
  how	
  tropical	
  forest	
  conservation	
  
could	
  account	
  for	
  up	
  to	
  ½	
  of	
  net	
  CO2	
  emissions	
  reductions	
  over	
  the	
  crucial	
  next	
  5	
  decades:	
  	
  
http://www.nature.com/nclimate/journal/v5/n12/full/nclimate2869.html	
  and	
  
http://www.halfthesolution.com	
  .	
  
	
  
If	
  you	
  would	
  like	
  any	
  of	
  these	
  articles	
  in	
  PDF	
  format	
  or	
  if	
  you	
  would	
  like	
  further	
  explanation,	
  
please	
  contact	
  me.	
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REPORTING	
  REQUIREMENTS	
  –	
  INDEPENDENT	
  THIRD-‐PARTY	
  VERIFICATION	
  
	
  
With	
  regard	
  to	
  reporting	
  and	
  measurement	
  of	
  carbon	
  and	
  biomass	
  content	
  for	
  both	
  reference	
  
levels	
  and	
  monitoring	
  of	
  achievement	
  of	
  emission	
  reductions,	
  I	
  would	
  suggest	
  that	
  it	
  is	
  
important	
  to	
  have	
  independent,	
  third-‐party	
  verification	
  of	
  measurements.	
  	
  This	
  measurement	
  
must	
  not	
  be	
  left	
  totally	
  to	
  tropical	
  forest	
  nations,	
  but	
  should	
  be	
  verified	
  by	
  independent,	
  third	
  
parties	
  with	
  no	
  interest	
  in	
  the	
  issuance	
  of	
  offset	
  credits,	
  and	
  such	
  third	
  parties	
  should	
  be	
  
sufficient	
  empowered	
  with	
  technology	
  and	
  access,	
  including	
  LiDAR	
  aircraft	
  over	
  flights,	
  on-‐
the-‐ground	
  access	
  and	
  access	
  to	
  all	
  raw	
  data	
  forms	
  and	
  analyses	
  used	
  by	
  the	
  tropical	
  forest	
  
country	
  and	
  others	
  in	
  their	
  measurements.	
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ARB Staff Technical Paper
Evaluation of the Potential for International Sector-Based Offset Credits in
California’s Cap-and-Trade Program
March 22, 2016 Technical Workshop
Background
Addressing climate change requires a comprehensive assessment of the causes of
greenhouse gas (GHG) emissions. The Global Warming Solutions Act of 2006
(Assembly Bill 32, or AB 32) recognizes the importance of California’s climate
leadership and engagement with other jurisdictions, and directed the California Air
Resources Board (ARB) to consult with the federal government and other nations to
identify the most effective strategies and methods to reduce GHGs, manage GHG
control programs, and to facilitate the development of integrated and cost-effective
regional, national, and international GHG reduction programs.
ARB began assessing emerging international mitigation actions as it developed the
AB 32 Scoping Plan and the California Cap-and-Trade Program. One of the most
studied sectors within which mitigation actions have been proposed has been tropical
forests, which serve as one of the world’s most important carbon sinks. Emissions from
tropical deforestation and forest degradation are estimated to account for between 11%
and 14% of global GHG emissions. Initiatives for reducing emissions from deforestation
and forest degradation are thus a critical part of addressing global climate change,
including climate change in California. Mitigating tropical forest deforestation may have
additional effects on California’s climate and environment because research indicates a
direct link between tropical deforestation and reduced California precipitation.
Within the context of the Cap-and-Trade Program, which allows for the limited use of
carbon offset credits, ARB has been evaluating whether it could apply the same kind of
rigorous quantification methodology as utilized in California’s domestic offset program
internationally at the jurisdiction-scale. ARB staff believes that the inclusion of
international sector-based offset credits within the already existing quantitative usage
limit for offset credits within California’s Cap-and-Trade Program would contribute to
cost-containment benefits under the program, demonstrate California’s climate
leadership, and yield benefits to biodiversity, forest-dependent community livelihoods,
and other areas integral to low emissions rural development in tropical jurisdictions.
Even while this evaluation of the potential under the Cap-and-Trade Program continues,
ARB staff remains open and interested in exploring other mechanisms that could lead to
greater investment in effective forest restoration and protection programs for tropical
forests. ARB staff is interested in stakeholder input on which other tools the State of
California could employ to mitigate tropical deforestation and achieve the resulting
benefits for the climate and communities.
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To date, ARB has not approved any international, sector-based offset credits to be used
for compliance under the Cap-and-Trade Program. ARB staff explained in the Cap-andTrade rulemaking that further work would be needed to determine how a sector-based
program could fit within the rigorous AB 32 and Cap-and-Trade Program criteria. In
October 2015, ARB staff released a white paper summarizing the work conducted to
date, as well as assessing recommendations provided to ARB in July 2013 by the
REDD Offset Working Group (ROW), a team of technical experts convened pursuant to
a 2010 Memorandum of Understanding with Acre, Brazil, and Chiapas, Mexico. The
October 2015 white paper was presented at an initial public workshop to discuss the
potential for including international sector-based offset credits in the Cap-and-Trade
Program on October 28, 2015. As described in the October 2015 paper, if the Board
were to proceed on considering the inclusion of any sector-based offset credits or
program, the following steps would need to occur first: further technical workshops,
potential regulatory language proposals, the full Administrative Procedure Act
rulemaking process, and Governor linkage findings pursuant to SB 1018.
Design Options
As mentioned at the October 28, 2015 workshop, ARB indicated that staff would hold a
series of technical workshops to further assess the issues and criteria that could inform
the development of a staff regulatory proposal for a potential sector-based offsets
crediting mechanism. On March 22, 2016, ARB will hold the first of these technical
workshops to discuss the following topics:
Program Scope
Among the first questions in designing a jurisdictional sector-based offset program are:
What is being measured? Which forest carbon emissions shall be counted? How
should carbon uptake from forest growth be accounted for? These questions are
complicated by the diverse carbon pools within tropical forests, such as above-ground
biomass (i.e., tree trunks and canopy) versus below-ground carbon pools (i.e., roots and
soil carbon). Whatever the forest circumstance, the ROW experts widely agreed that a
program should have the ability to include all measurable and verifiable emission
reductions.
The first step towards this greater inclusion is for partner jurisdictions to collect accurate
forest carbon stock data. The ROW experts recommended that California focus initially
on only accepting compliance-grade credits derived from programs designed to reduce
emissions from deforestation and forest degradation (also known as REDD, or REDD+
programs), rather than also including carbon stock enhancement (i.e., conservation,
sustainable management of forests, and enhancement of forest carbon stocks activities
that make up the “plus” in REDD+). This approach allows partner jurisdictions to
receive credit for reductions from deforestation and degradation, which are technically
simpler to measure, account for, and verify. That said, the ROW experts noted that
2
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partner jurisdictions could at least measure the changes in carbon stock from forest
enhancement so that California would have the option to credit the carbon sequestration
if the methodology is proven to be robust.
ARB staff is seeking specific feedback on the initial approach of only considering
programs from jurisdictions that can accurately measure, account for, and verify
emissions reductions from reduced deforestation and degradation. As indicated by the
ROW recommendations, this approach is simpler and more conservative than programs
which also seek to measure, account for, and verify additional reductions from carbon
stock enhancement activities. In cases where the partner jurisdiction only has accurate
deforestation data, ARB staff seeks input on how to allow for crediting for reduced
emissions from degradation in the future, while allowing for current crediting for reduced
emissions from deforestation.
Crediting Pathway
Another issue in terms of the architecture of a jurisdictional sector-based offset program
is the crediting pathway. This refers to who issues credits and who receives them. In
California’s Cap-and-Trade Program, offset credits are issued by ARB to offset project
operators or other parties. The ROW experts recommended that partner jurisdictions
issue the offset credits, which California could then recognize as compliance-grade
offset credits. Another approach contemplated by the ROW is that partner jurisdictions
could decide whether individual, “nested” projects are eligible or whether only
jurisdiction-scale reductions would be credited. If these nested projects are credited,
the ROW experts recommended that partner jurisdiction would need to provide specifics
as to how the individual project is accounted for within the jurisdiction-wide emissions
level.
As described in the October 28, 2015 workshop and October 2015 white paper, ARB
staff is only contemplating linkage with jurisdictional programs, not with single projects.
This relates to the mechanism under which ARB may link with another jurisdiction’s
program and the jurisdiction-to-jurisdiction partnership that ensures additional
enforcement and other benefits. Such an approach would mean that the jurisdiction
would be the credit-issuance entity. Within this construct in which the jurisdiction issues
all credits, ARB staff is interested in specific feedback from stakeholders on the
following: (1) should ARB only consider programs where all crediting would be
conducted at the jurisdiction level, such that the jurisdiction (or a designated branch of
the jurisdiction) would sell the credits, and ARB would recognize those jurisdictionissued credits as compliance-grade within California’s Cap-and-Trade Program; or (2)
would a program in which credits are issued by the jurisdiction to nested projects, and
the nested projects sell the credits, be acceptable; and if so, what additional projectlevel criteria would need to be met? Alternatively, should ARB staff consider this in a
more phased manner such that any initial regulatory proposal only include the first
3
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mechanism (i.e., the jurisdiction issues and sells credits), and the second mechanism
(i.e., the jurisdiction issues credits, and nested projects may sell credits) could be
contemplated as part of a potential future rulemaking?
Reference Levels and Crediting Baselines
The importance of accurate reference levels cannot be understated, as they benchmark
not only the emission reductions, but also payments for offset credits. Three challenges
to establishing an accurate reference level have been identified in the literature: 1)
getting reliable historical deforestation data; 2) uncertainty about variation in future
deforestation levels; and 3) incentives to artificially raise the baseline in order to
increase perceived emissions reductions, and thus offset credits. The ROW experts
and other researchers have developed guidance on how to establish a reference level
for a program based on historical data and deforestation drivers. As part of any
proposed regulation provisions, ARB would need to define how to set reference levels.
In addition, prior to any linkage with another jurisdiction on sector-based offsets, ARB
would need to evaluate the reference level for conformity with established best
practices.
A jurisdictional program must show that real, measurable, and long-term emission
reductions would occur in addition to what would occur under a Business-As-Usual
(BAU) scenario. In other words, the emission reductions must be greater than what
would have happened in the absence of a sector-based crediting program. To
understand the BAU scenario, the ROW experts recommended establishing a reference
level (essentially a sector-wide forest inventory baseline) from the 10-year historic
average emissions due to deforestation. For example, a jurisdiction could have a 10year average of 100 tons of GHG emissions (i.e., carbon dioxide equivalent (CO2e)) per
year, making the reference level 100 tons per year).
The ROW experts also recommended establishing a crediting baseline below the
reference level to ensure that partner jurisdictions demonstrate their own efforts at
reducing emissions. This might mean, for example, that emissions have to drop below
95 tons per year before offset credits could be created (meaning crediting would not
occur for those first 5 tons of “own effort,” but could occur for any additional emissions
reductions).
Finally, the ROW experts allowed for the possibility of reference level adjustments if
there is a valid reason, such as a new road being built which could increase annual
emissions. With an accurate reference level and potential adjustments, as well as a
crediting baseline, the ROW experts believe that sector-based forestry offset credits
would meet the additionality test established in AB 32 and in the Cap-and-Trade
Regulation. California already uses a “performance test” to determine a project’s
baseline, which must be established to determine what would be additional in its
4
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approved, domestic Compliance Offset Protocols. The ROW recommendation to
establish a reference level that is at or below historic emissions and then a crediting
baseline below the reference level fits within the existing ARB policy for how to
determine additionality.
ARB staff is seeking specific feedback both on how to appropriately set a reference
level based on historic averaged data and on the best mechanism(s) for establishing an
appropriate crediting baseline to ensure that California only approve sector-based offset
credits that are additional. More specifically, ARB staff is seeking input on the 10-year
historic baseline approach, and which timeframe would best ensure that a partner
jurisdiction could not simply increase its deforestation rate in order to artificially raise its
reference level prior to seeking crediting. With respect to the crediting baseline, ARB
staff is interested in stakeholder feedback on rigorous methodologies, such as
percentage reductions below the reference level, that are best able to ensure credits are
additional.
Reporting Requirements
California’s Cap-and-Trade Program requires the use of stringent measurement,
monitoring, reporting, and verification systems for its offset program and for its GHG
emissions reporting program. These systems help track progress and mitigate against
reversals and leakage. These systems essentially represent the auditing of a
jurisdiction’s GHG emissions and efforts to reduce emissions from deforestation,
allowing them to be credited for real reductions. However, the content, uncertainty
level, and measurement, monitoring, reporting, and verification standards can affect the
legitimacy of a sector-based program and how many emission reductions are real,
additional, verifiable, and quantifiable. To deal with the uncertainty of precisely
measuring emission reductions over a jurisdiction, the ROW experts recommended that
California establish a sliding scale discount by which fewer reductions would be credited
as the uncertainty level of the measurements increases. Beyond a certain level of
uncertainty, ARB could decide to no longer recognize credits from that program. The
ROW experts also recommended that the measurement, monitoring, reporting, and
verification process should be transparent with an independent third-party verifying the
methodology of the process.
To ensure that only “real” reductions are credited, ARB would only consider sectorbased linkage with programs with accurate and well-developed monitoring, reporting,
and verification methods. Though ARB might not define specifically how jurisdictions
should conduct monitoring, reporting, and verification activities, prior to accepting
sector-based offset credits, ARB would need to define an acceptable error range.
Prior to linking with a jurisdiction-wide sector-based offset program, ARB would need to
assess the quantification of emission reductions, including any harmonization needed
5
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for nested projects (if ultimately allowed), in that program. Much like evaluating other
aspects of emissions reductions, such as whether they are “real,” this would mean
examining the other jurisdiction’s methodology to ensure that it meets California’s
standard. Programs must be fully transparent, with sufficient information provided on
methods and uncertainty estimation to permit full public evaluation and verification.
ARB, through the design of the Cap-and-Trade Program, would have final say on which
programs were approved as eligible under California’s system.
During the October 28, 2015 workshop, Dr. Greg Asner presented on some of the
existing technologies and tools (such as combining satellite imagery with aerial and
other remote sensing technologies such as LiDAR and multispectral imaging) that are in
use within GCF and other jurisdictions to conduct robust monitoring, reporting and
verification. These technologies already include uncertainty parameters for the
monitoring of carbon stock which are in the same range as traditional carbon stock
measurement, but at a lower cost.
ARB staff is seeking stakeholder feedback on the types of technologies and tools that
can most effectively and accurately ensure robust monitoring and reporting of
jurisdictional programs, including whether additional discounting may be necessary
given the uncertainty bars as we understand them. ARB staff is interested in feedback
on whether requiring the use of specific technologies is necessary, or whether setting
parameters within which sector-based programs would need to fit to be considered by
ARB for approval is adequate. With respect to verification requirements, ARB staff has
tentatively scheduled a follow-up workshop on April 5, 2016 in which that topic would be
addressed.
Next Steps
ARB staff looks forward to stakeholder feedback on these topics, and requests written
comments on this white paper and the March 22, 2016 workshop by 5:00 PM Pacific on
Friday, April 8, 2016. Comments may be submitted at
http://www.arb.ca.gov/cc/capandtrade/meetings/meetings.htm.
ARB staff also anticipates discussing additional technical topics in the next months to
further inform a potential staff regulatory proposal related to accepting sector-based
offset crediting programs within the Cap-and-Trade Program. Additional technical
workshops are tentatively scheduled for April 5, 2016 (covering reversals, offset tracking
registry platforms, and verification) and April 28, 2016 (covering linkage process and
social and environmental safeguards). A listserv notice will be issued to announce each
of these meetings once details and topics become final.
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March 29, 2016 - Post-2020 Emissions Cap Setting and Allowance Allocation
Public Notice for Post-2020 Workshop
ARBCOMBO -- NOTICE OF MARCH 29, 2016, PUBLIC WORKSHOP ON CAP-AND-TRADE
REGULATION POST-2020 EMISSIONS CAPS AND ALLOWANCE ALLOCATION

Posted: 16 Mar 2016 17:02:08
Air Resources Board (ARB or Board) staff invites you to participate in a public workshop
on March 29, 2016, to discuss potential amendments to the Cap-and-Trade Regulation
related to establishing post-2020 emissions caps and allowance allocation.
Tuesday, March 29, 2016 10:00 am – 4:00 pm
Byron Sher Auditorium
CalEPA Headquarters Building
1001 I Street Sacramento, California 95814
Webcast: http://www.calepa.ca.gov/Broadcast/
Purpose of Workshop
The March 29, 2016, workshop will continue the public process to develop potential
2016 amendments to the Cap-and-Trade Regulation (Regulation). ARB staff will present
options for establishing post-2020 caps on emissions within the Cap-and-Trade
Regulation, as well as a proposal for post-2020 allowance allocation.
Allowance allocation types to be discussed include industrial, electrical distribution
utility, natural gas supplier, water, legacy contract, and university and public service
facility allocation. Staff will also discuss the post-2020 Voluntary Renewable Electricity
program. In the context of industrial allocation, staff will indicate sectors for which staff is
considering modification to product-based benchmarks for the third compliance period
to more accurately represent these sectors. (Staff does not plan to go into details on
each potential change in the workshop, but is scheduling sector-specific meetings to
discuss details.) Finally, staff will discuss a proposal for changes to the Mandatory
Greenhouse Gas Reporting Regulation related to product-based benchmarks in the
industrial sector. Industrial sector emissions leakage studies and assistance factors will
not be discussed at this workshop, but will be addressed at a later workshop.
Following the workshop, stakeholders will have an opportunity to provide written
comments during an informal comment period which will conclude at 5:00 p.m. Pacific
time on Friday, April 15, 2016. Comments may be submitted at
http://www.arb.ca.gov/lispub/comm/bclist.php. Presentation slides for this workshop will
be posted at 9:00 am on March 28, 2016, at
http://www.arb.ca.gov/cc/capandtrade/meetings/meetings.htm. All interested
stakeholders are invited to attend. A live webcast of the workshop will be available at
http://www.calepa.ca.gov/Broadcast/. Remote participants may e-mail questions during
the workshop to auditorium@calepa.ca.gov.

Return to Table of Contents
Background
Cap-and-Trade Regulation
The Board first formally adopted the Regulation in October 2011, and subsequently
approved limited amendments to the Regulation in June 2012, October 2013, April
2014, September 2014, and most recently June 2015. The upcoming 2016
amendments will seek to improve Program efficiency, update the Regulation using the
latest information, and chart post-2020 implementation of the Program.
More information about ARB’s Cap-and-Trade Program is available at:
http://www.arb.ca.gov/cc/capandtrade/capandtrade.htm
Clean Power Plan
On August 3, 2015, U.S. EPA’s Administrator signed its Clean Power Plan, which sets
carbon dioxide emissions limits for many existing electric generating units. These
regulations are based on section 111(d) (42 U.S.C. § 7411(d)) of the federal Clean Air
Act. The Plan was published in the Federal Register on October 23, 2015. States must
develop compliance plans to meet these limits and compliance plans are due in
September 2016 (with the option to seek extensions). ARB is developing California’s
compliance plan in consultation with the California Energy Commission and the
California Public Utilities Commission, California’s air districts, and other partners.
More information about the Clean Power Plan and related rules is available at:
http://www.arb.ca.gov/cc/powerplants/powerplants.htm
California is in a drought emergency.
Visit www.SaveOurH2O.org for water conservation tips.
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Presentation Slides
ARB Staff Presentation on Cap-and-Trade Regulation 2016 Amendments:
Setting Post-2020 Emissions Caps
ARB Staff Presentation on Cap-and-Trade Regulation 2016 Amendments: Staff
Proposal for Post-2020 Allowance Allocation
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March 29, 2016 – Post-2020 Emissions Cap Setting and Allowance Allocation:
Public Comments
#

Received From

Subject

Date/Time
Comment
Added to
Period
Database

1

Roeder, Jim,
Kimberly-Clark

Comments on Proposed
Update to Tissue
Benchmark

1st
2016-04-01
Workshop 14:31:38

Link

2

Jones, Todd,
Center for
Resource Solutions
(CRS)

Comments of Center for
Resource Solutions (CRS)
in response to the March
29, 2016 Workshop

1st
2016-04-12
Workshop 11:21:29

Link

3

Southern CA Public Power
Taheri, Sarah,
Authority Comments on
Southern CA Public
Post-2020 C&T Allowance
Power Authority
Allocation

1st
2016-04-15
Workshop 09:39:57

Link

4

San Juan, Elvyra
F., CSU, Office of
the Chancellor

California State University’s
comments regarding Capand-Trade Regulation 2016
Amendments:

1st
2016-04-15
Workshop 10:38:43

Link

5

Siao, David,
Roseville Electric

Roseville Electric
Comments on March 29
CARB Post 2020 Cap and
Allocation Workshop

1st
2016-04-15
Workshop 10:56:13

Link

6

Caballero, Martin,
Modesto Irrigation
District

March 29, 2016 CARB
Workshop MID Comments

1st
2016-04-15
Workshop 12:42:14

Link

7

Berlin, Susie, Law
Offices of Susie
Berlin

NCPA Comments on March
29 Cap-Setting and
1st
2016-04-15
Allowance Allocation
Workshop 14:09:52
Workshop

Link

8

Sullivan, Katie,
IETA

IETA Comments on Post2020 Caps & Allocation
Workshop

1st
2016-04-15
Workshop 15:11:48

Link

9

Mendoza, Jerilyn
Lopez, SoCalGas
and SDG&E

SoCalGas and SDG&E
Comments on Cap Setting
and Allowance Allocation

1st
2016-04-15
Workshop 15:32:50

Link

PEC Comments

1st
2016-04-15
Workshop 15:57:17

Link

MacGillivary,
10 Warren, Panoche
Energy Center

Link

11

Ray, Bruce, Johns
Manville

Comments of Johns
Manville on CARB Post2020 cap/allocation
workshop on March 29,
2016

1st
2016-04-15
Workshop 16:08:53

Link

12

Westerfield,
William, SMUD

SMUD Comments On Post1st
2016-04-15
2020 Cap-Setting and
Workshop 16:21:16
Allocation

Link

Morehouse, Erica,
13 Environmental
Defense Fund

Comments on Cap Setting
and Allocation Post-2020

1st
2016-04-15
Workshop 16:21:50

Link

Halbrook, Claire,
14 Pacific Gas and
Electric Company

PG&E Comments on 3/29
Cap Setting and Allocation
Workshop

1st
2016-04-15
Workshop 16:23:59

Link

Hendry, James,
15 San Francisco
PUC

Comments on post-2020
allowance allocation

1st
2016-04-15
Workshop 16:26:44

Link

Sullivan, Shelly,
16 Climate Change
Policy Coalition

CCPC Comments Post2020 Cap Setting

1st
2016-04-15
Workshop 16:38:10

Link

Lopez Mendoza,
17 Jerilyn, SoCalGas
Co

CA Joint NG Utility Group
C&T Comment Letter

1st
2016-04-15
Workshop 16:54:37

Link

Larrea, John, CA
18 League of Food
Processors

Comments on C&T
Regulation Amends for
Post-202 Cap setting

1st
2016-04-15
Workshop 17:05:56

Link

Jackson, Alex,
NRDC

NRDC initial comments on
cap setting & allocation
post 2020

1st
2016-04-19
Workshop 13:23:36

Link

Wittenborn, Deric,
20
TID

TID Comments on the
March 29th Cap-and-Trade
Public Workshop

1st
2016-04-19
Workshop 13:23:36

Link

Secundy, Gerald,
21
CCEEB

CCEEB Cap-and-Trade
March 29 Workshop
Comment Letter

1st
2016-04-26
Workshop 12:47:36

Link

EPUC Comments on March
1st
2016-04-26
29 Workshop
Workshop 12:47:36

Link

19

22

Morsony, Katy ,
EPUC

23

Rasberry, Tamara,
SDGE

Sedlacek, Mark,
24
LADWP

25

Reheis-Boyd,
Catherine, WSPA

SDGE Comments to March
29 Workshop

1st
2016-04-26
Workshop 12:47:36

Link

LADWP Comments on 329-16 Workshop - Post
1st
2016-05-04
2020 Emissions
Workshop 10:37:46
Caps/Allowance Allocation I

Link

WSPA comments on Cap &
1st
2016-05-16
Trade Cost Containment
Workshop 13:31:03

Link
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Western States Petroleum Association
Credible Solutions • Responsive Service • Since 1907
Catherine Reheis-Boyd
President

May 13, 2016
Ms. Rajinder Sahota
California Air Resources Board
1001 I Street
Sacramento, CA 95814
Re: WSPA comments on Cap & Trade Cost Containment, Post-2020 Cap Setting, and
Emissions Allocation
Dear Ms. Sahota:
The Western States Petroleum Association (WSPA) is a non-profit trade association representing
companies that explore for, produce, refine, transport and market petroleum, petroleum products,
natural gas and other energy supplies in California and four other western states. WSPA
appreciates this opportunity to provide comments on the rulemaking process and concepts
identified by the Air Resources Board (ARB) during public workshops on March 29, 2016 and
April 5, 2016 on cost containment measures for the Cap & Trade program and cap setting and
allowance allocation for a post-2020 program. WSPA provides these comments as a program
stakeholder but WSPA does not believe that ARB has the authority to extend Cap & Trade to
meet emission reduction goals other than those authorized by the Legislature in AB 32.
Cost Containment Issues
WSPA appreciates ARB’s stated willingness to consider cost containment proposals beyond
those identified during the above-noted workshops. Cost containment becomes even more
important after 2030 as ARB considers more stringent targets and the allowance market becomes
increasingly constrained.
With this direction in mind, WSPA offers the following
recommendations to proactively address potential future allowance market volatility and
unintended economic impacts.
Price Cap
WSPA supports the recommendation of ARB’s Emissions Market Assessment Committee
(EMAC) to establish a maximum price at which ARB would sell unlimited additional allowances
to avoid possible market volatility and economic dislocation. The EMAC identified this
mechanism as the most effective means to address potential allowance supply imbalances.
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Industry Assistance
WSPA opposes ARB’s proposal to retain current industry assistance provisions, which reduce
refining sector allocations by 25% in the third compliance period. This compliance burden is in
addition to annual costs to address the 10% “haircut” embedded in the sector benchmark. The
market and economic circumstances that gave rise to the industry assistance factor in the first
instance – a declining emissions cap and the lack of GHG emission control programs in other
jurisdictions - remain essentially unchanged. There is no technical basis for reducing industry
assistance and further reductions have no bearing on achievement of the GHG emission
reductions required by AB 32. These circumstances warrant extension of the 100% industry
assistance factor into the third compliance period.
Offsets
WSPA opposes ARB’s proposal to retain existing offset use restrictions. While offset use to date
has fallen short of expectations, this circumstance is a result of multiple factors ranging from the
inherent complexity of offset provisions to a lack of confidence in the market. ARB is
forecasting an offset supply shortage for the third compliance period, expected in part because
the allowance market will become more constrained as the cap declines. This condition
increases the potential for a supply shortage. ARB has a limited window of opportunity to
establish remedies that can be implemented for the third compliance period. It must act now to
expand cost containment measures, including offsets.
Allowance Price Containment Reserve (APCR)
WSPA supports modifications to the APCR that would reduce the number of allowances
diverted from the market to the APCR and/or return unused allowances to the market for use in
future compliance periods. These alternatives would help increase liquidity, mitigate future
market price volatility and decrease incentives for market manipulation. WSPA opposes
proposals for early retirement of allowances in the APCR. Such action would amount to an
unauthorized reduction of the cap. Indiscriminately changing this fundamental component of the
Cap & Trade program would create market uncertainty and decrease market confidence and
overall participation.
Post-2020 Cap Setting Options
Of the two options ARB presented for post-2020 cap setting, WSPA supports ARB’s proposed
Option 1. Option 1 is predicated on the 1990 emissions baseline and thus is consistent with the
goals and requirements of existing climate law. WSPA opposes Option 2, which would reset the
baseline to actual emissions in 2020, because it arbitrarily resets the cap below the 1990
emissions levels. WSPA notes that the Governor’s mid-term goal, as described in Executive
Order B-30-15, is to reduce GHG emissions by 40% below 1990 levels by 2030 (emphasis
added). Starting at a lower level would needlessly reduce the volume of allowances in
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circulation in an already constrained market. Option 2 would undermine the efficacy of the cost
containment features, including banking, in the regulation.
WSPA also opposes ARB’s proposal to retire APCR allowances from the cap in proportion to
the cap adjustment. The success of any future effort to secure emission reductions beyond those
required by AB 32 will depend in part on preserving any compliance margin gained in the early
years of the program.
Post-2020 Allowance Allocation Issues
WSPA agrees that ARB should assume responsibility from the California Public Utilities
Commission (CPUC) for direct allocation of allowances to industrial entities for purchased or
obtained electricity. Refunds to address impacts from electricity cost increases are long overdue
for energy intensive covered entities operating in Investor Owned Utility territories. We believe
this approach will reduce the need for redundant work by the state, eliminate complexity
associated with various sources of electricity and provide for more equitable treatment of
industrial facilities. In addition, ARB should serve as the regulatory body in charge of
designating and allocating refunds for allowances issued to both investor owned and publicly
owned utilities.
WSPA also maintains that ARB should work with USEPA to preserve the current three year
compliance periods, which provide additional cost containment and compliance flexibility
benefits, for any post-2020 Cap & Trade program.
Rulemaking Process Concerns
In addition to these issues, the attached comments address several concerns with the manner in
which ARB is conducting this rulemaking process. In particular, WSPA objects to ARB’s
proposal to bring a “framework” set of Cap & Trade amendments to the Board for adoption in
July, 2016, and relegate critical program design and implementation issues to a series of 15-day
packages in the fall 2016 through winter 2016-2017 timeframe. There is no compelling reason
for this approach. It needlessly constrains stakeholder input and limits the scope of changes
ARB can consider to those that fit within the framework document. The framework approach
does not provide for full and fair consideration of all stakeholder concerns that would be
afforded by a complete proposal made available in advance of the 45-day public review and
comment period. The 15-day process should be used to respond to comments made during the
public hearing and in writing, not to define major elements of the regulation. These and related
issues are discussed in greater detail in the attached Appendix.
Summary
As the third compliance period approaches, ARB and Cap & Trade-regulated entities are moving
into uncharted territory. It is unreasonable to expect that the market behavior observed in the
first two years of program implementation will continue as the cap declines and opportunities for
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low-cost emission reductions become increasingly scarce. Rather, program design decisions in
the current rulemaking must seek to mitigate the high probability of increasing market volatility.
This reality demands that ARB expand the scope and functionality of cost containment
mechanisms and enact cap setting policies that preserve some headspace in the market to
facilitate compliance and stimulate investment in GHG emission reduction projects and
technologies.
While WSPA and its members will continue to comment on various ARB staff proposals as
necessary to provide technical input and assistance, WSPA does not believe that AB 32
authorizes the Governor or the ARB to establish a greenhouse gas emissions limit that is below
the 1990 level and that would be applicable after 2020. Furthermore, pursuant to California
Health and Safety Code Section 38551, ARB may not rely on Executive Orders that purport to
extend or expand the scope of AB 32.
WSPA appreciates ARB’s consideration of our comments and we look forward to your
responses. If you have any questions, please contact me at this office, or Tom Umenhofer of my
staff at (805) 701-9142 or email tom@wspa.org.
Sincerely,

Cc:

Richard Corey - ARB
Edie Chang - ARB
Tom Umenhofer - WSPA
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Appendix
WSPA Comments on Cap & Trade Cost Containment,
Post-2020 Cap Setting, and Emissions Allocation
Cost Containment Issues
Price Cap
ARB is considering implementing changes to the pricing and structure of the Allowance Price
Containment Reserve (APCR) recommended by the Emissions Market Assessment Committee
(EMAC). However, the EMAC favored a maximum price at which it would sell unlimited
additional allowances to avoid possible price spikes and economic dislocation.1 EMAC noted
that “It is far better to have a transparent and credible process for limiting allowance prices
established in advance than relying upon ad-hoc emergency measures during periods of
stress.” 2
The EMAC identified the price cap mechanism as the optimal approach to address potential
allowance supply imbalances. WSPA strongly recommends that ARB work with market experts
and other program stakeholders to establish a reasonable price cap designed to maintain
market stability.
Industry Assistance for the Third Compliance Period
As the Cap continues to decline and opportunities for emission reductions become increasingly
scarce and expensive, there is a greater need for industry assistance to insulate in-state
regulated parties from economic advantages that would otherwise be enjoyed by their out of
state competitors. The need for industry assistance in California diminishes only as other
jurisdictions implement similar programs that level the playing field among competitors. As
ARB is aware, the response from other jurisdictions has been slow and very limited in
scope. California industries remain competitively disadvantaged by costs imposed not only
under Cap & Trade, but by other “complementary measures” such as the Low Carbon Fuel
Standard. ARB’s proposed linkage with the Canadian Province of Ontario will provide little if
any discernable relief for globally traded commodities such as transportation fuels.
1

Price Containment in the California Cap & Trade Market, Emissions Market Assessment Committee, November
14, 2013
2
Price Ceiling in the Greenhouse Gas Emissions Cap-and-Trade Market, Severin Borenstein, James Bushnell and
Frank A. Wolak, Emissions Market Assessment Committee, November 8, 2013.
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Absent an immediate groundswell of action by other jurisdictions, the reductions in industry
assistance scheduled for the third compliance period will guarantee trade exposure for in-state
regulated entities and will likely lead to emissions leakage. WSPA recommends that ARB
extend the industry assistance factor of 100% of sector benchmark through the third
compliance period and into the post-2020 compliance periods when the competitive
disadvantage would be even more pronounced.
Offsets Policy for the Third Compliance Period and Beyond
WSPA disagrees that the current limits on offsets should be retained. The under-utilization of
offsets to date is not a predictor of the need for offsets in the future, particularly in light of the
fact that the allowance market will become increasingly constrained as the cap declines.
As some stakeholders have testified during recent ARB workshops, the current offset regulation
and ARB’s interpretations and implementation add complexity and create systemic bottlenecks
that limit the viability of offsets. These issues include: 1) the inflexible 8% quantitative use
limit, 2) geographic restrictions including ARB’s interpretation that emission reductions outside
of California are only eligible for credit if they would be considered “additional” within
California, 3) ARB’s approach to investigation and invalidation of offsets, and 4) amendments to
existing protocols imposing new restrictions on offsets projects. All of these features serve to
constrain the pool of available offsets and their value in the marketplace.
We agree with ARB that the offsets process would benefit from greater predictability and that
actions should be taken to compress the timeframe for issuing offset credits. ARB should retain
a third party to work with Cap & Trade regulated entities, offset project developers and market
experts to identify impediments to offset credit generation and use. The results of this review
should inform offset policy changes for the third compliance period and post-2020 program
design.
As part of this process, ARB should explore a range of options already identified by various
market experts and compliance entities3, including but not limited to:
•

Increase the 8% quantitative use limit, both for the third compliance period and for any
post-2020 program. The 8% limit ignores the fact that GHG emission reductions yield
the same climate benefits regardless of where they occur. It also discourages market
interest in offsets, which in turn discourages offset project development and further
limits the volume of allowances available in the market. In addition, ARB has predicted
a steeper rate of decline in GHG emissions between 2020 and 2030 relative to the pre-

3

See in particular the Joint Utilities Group Cost Containment Proposals presented during the Air Resources Board
Cost Containment Workshop on June 25, 2013.
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2020 timeframe 4 which would amplify the need for more effective cost-containment
measures. To address these challenges, we propose that ARB double the offset
quantitative use limit from 8% to 16%.
•

Additionality concern for linked jurisdictions. ARB has often observed that the vast
majority of California emission sources are already controlled, or are forecast for future
control, and opportunities for in-state offsets are very limited. This challenge would not
be alleviated with linkage to other jurisdictions because emissions in those jurisdictions
would only be eligible for credit if they would be considered “additional” under the
California program. Additionality standards in California should not be applied to
potential offset projects in these other jurisdictions.

•

Allow compliance entities to carry forward any unused portion of the applicable
quantitative use limit through 2030 and to trade or sell the option for unused offsets to
other regulated entities.

•

Redistribute unused offset “capacity” to compliance entities. For example, if usage for
the prior compliance period was only 7%, ARB could allow up to 9% in the next
compliance period. This approach could be implemented on an aggregate or individual
compliance entity basis.

•

Remove or reduce geographic use restrictions, including allowing use of offsets
approved by other jurisdictions (both linked and non-linked). The current limitations in
section 95972(c) sacrifice valuable opportunities to reduce GHG emissions in
jurisdictions that lack established GHG emission control programs.

Allowance Price Containment Reserve
ARB has already accumulated a substantial amount of allowances in the Allowance Price
Containment Reserve (APCR) and should not add to it unless an analysis is completed showing
that the existing APCR is inadequate. WSPA supports modifications to the APCR that would
reduce the number of allowances diverted from the market to the APCR and/or return unused
allowances to the market for use in future compliance periods. There is a limit to the number
of allowances required to contain costs under the APCR mechanism. By diverting allowances to
an ever growing APCR, ARB is creating a state-owned bank which increases allowance scarcity

4

See: Air Resources Board staff presentation: 2030 Target Scoping Plan, October 1, 2015, slide 10.

10 1 2015 workshop
slides.pdf
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and the likelihood of higher allowance costs. ARB is also artificially lowering the cap. None of
these actions are authorized by AB 32.
Unsold reserve allowances should be placed back into the market after the compliance deadline
corresponding to the vintage year of the allowances. For example, VY2018 reserve allowances
would be returned to market after the 2018 compliance deadline has passed. This approach
would create additional cost containment benefits without impacting the market during the
applicable vintage year.
WSPA opposes the retirement of any allowances available under the cap that are not
surrendered as compliance instruments.
WSPA offers the following recommendations to improve the cost containment functionality of
the APCR starting in the third compliance period. All of these alternatives would need to be
further evaluated to understand potential impacts on the market.
•

ARB should establish a process to decrease the flow of allowances into the APCR if it is
unused for several years. This could include returning some volume of unused
allowances in the APCR back to the regular auction market at the end of each
compliance period. This approach would reduce costs in an increasingly constrained
market.

•

ARB should establish the appropriate volume of allowances needed in the APCR.
WSPA recommends that ARB conduct a separate study to evaluate the market status
and trends and use study results to set an appropriate APCR quantity.

•

Index APCR price escalation to the rate of inflation only. WSPA agrees with ARB’s
proposal to eliminate the 5% per year escalation and collapse the current price tiers.
Both features are arbitrary. APCR pricing should be informed by actual market dynamics
and market data.

•

Include a process to address depletion of the APCR, to be triggered if the APCR falls
below a predetermined volume. WSPA recommends that ARB consider alternatives to
restocking the APCR, such as allowing regulated entities to purchase offsets above the
prevailing quantitative use limit.
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Additional Allowance Management Issues
Use of future vintages at a premium (ARB offered for discussion the idea of retiring one
allowance for every 4 borrowed) must be evaluated for potential to cause a market shortage in
the future. The potential for a future shortage could increase the possibility of market volatility
in the future. This scenario highlights the need for a price cap.
If ARB were to obtain the legislative authority to extend the Cap & Trade program past 2020,
we would support ARB’s proposal to continue banking of allowances through 2030.

Post 2020 Cap Design
WSPA recommends that ARB design the cap for a back-end loaded emissions reduction
schedule where the slope of the cap in the first few years is relatively shallow and then declines
more rapidly toward the latter half of the 2020-2030 period. We believe this approach will be
necessary to ensure adequate time to develop cost-effective technologies and projects to
facilitate compliance in the post-2020 period.
If ARB seeks to expand the number of sources regulated under the Cap & Trade program, it
must adjust the cap to accommodate the additional emissions from these sources without
penalizing currently regulated sources.

Post-2020 Allowance Allocation
Allocation for Purchased/Obtained Electricity
ARB proposes that it would assume responsibility from the California Public Utilities
Commission (CPUC) for direct allocation of allowances to industrial entities for purchased or
obtained electricity. WSPA supports ARB’s proposal. WSPA also supports equitable refund
treatment for entities that obtain power from IOUs, POUs and third parties (the current CPUC
allocation methodology does not address POUs or third parties in POU territory) which should
be accomplished by realigning this function under ARB. We agree with ARB that almost all
steam and electricity purchases and sales data will be reported using financial records and that
verification of this data should not be overly burdensome.
While we agree with ARB that it is desirable to use verified MRR data as the source of data for
benchmarking, benchmark stringency should remain consistent with the 2008-2010 baseline
period.
WSPA has previously commented that consumers of transportation fuels deserve protections
from climate program-related cost increases similar to those the state currently affords to
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electricity and natural gas customers. The transfer of responsibility for allocations related to
electricity sales from the CPUC to ARB presents another opportunity to remedy the current
inequity in consumer protections for energy cost increases. WSPA would welcome the
opportunity to discuss with ARB potential mechanisms to achieve this end.
In addition, for the post-2020 natural gas supplier allocation, there should be no increase in the
percentages already assigned through 2030, unless ARB first establishes a proportional
allocation mechanism for transportation fuel suppliers.
Additional Allocation Issues:
•

Allocation for electricity sector. ARB is not proposing changes in allocations for this
sector and we do not object to the requirements in the existing regulation. However,
electric utilities should be accountable for use of this revenue stream on cost-effective
GHG reductions.

•

Allocation for natural gas. ARB is proposing to increase the amount of consignment to
auction, which in turn may increase costs to consumers. ARB should provide trade
exposure protection for these costs consistent with its electricity EITE policy.

•

Legacy contracts. ARB is not proposing changes to the current regulation related to
legacy contracts. WSPA supports adding a requirement that legacy contract decisions
must include consultation with both parties to improve transparency.

•

Methane Global Warming Factor. ARB proposes to change this factor from 21 to 25
based on the global warming potentials in the IPCC’s Fourth Assessment Report. WSPA
asserts that the 100 year factors are the only appropriate factors for use in any
California regulation. Further, we oppose this particular change unless commensurate
changes are made for all other state-regulated GHGs, and those changes are tied to the
baseline inventory and the 1990 emissions level to ensure consistent and transparent
emissions accounting moving forward.

Additional Process Concerns
Proposal to Adopt a “Framework” Regulation
While we appreciate ARB’s stated intention to hold workshops and share draft language in
advance of noticing proposed 15-day changes, having a Board-approved “framework”
regulation already in place which provides ARB staff the power to determine what areas will be
changed and what will not, provides no stakeholder due process for changes that are in areas of
concern to those stakeholders. Because the approval is of a general framework, the Board is
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actually approving a blank check. This regulatory process effectively eviscerates the ability of
stakeholders to meaningfully evaluate or to participate in the rulemaking process. We believe
that ARB must include stakeholders in the entire process fairly and without rushing to adopt a
blank check. ARB has ample time to develop a complete proposal through an informal prerulemaking process and meet all of the procedural requirements of the APA well in advance of
the October, 2017 timeframe for allowance allocation.
Standardized Regulatory Impact Assessment
WSPA is further concerned that ARB’s Standardized Regulatory Impact Assessment (SRIA)
Report, submitted to the Department of Finance on April 1, 2016 suggests ARB has already
workshopped proposed Cap and Trade changes and potential alternatives. 5 These documents
acknowledge and attempt to quantify additional costs across covered and non-covered entities.
They also describe and analyze in general terms two alternatives to the “proposed regulations”:
facility-specific requirements and a carbon fee. In fact, ARB has only shared broad concepts for
potential pre- and post-2020 program changes. ARB has not provided sufficient definition of
proposed changes or potential alternatives, much less draft regulatory language. The SRIA
document suggests that ARB has already largely determined the path forward for the Cap &
Trade regulation, independent of meaningful stakeholder input on specific proposals.
Reliance on Advisory Committee Recommendations
ARB staff’s statement that it will retain current offsets policies, rather than amend the
regulation to enhance their utility, based on opposition from the Environmental Justice
Advisory Committee (EJAC) implies that ARB is giving greater weight to EJAC recommendations
than to those of other stakeholders. This bias was demonstrated most recently during ARB’s
April 28 workshop on sector-based offsets, during which ARB allowed EJAC members to preside
over public discussion of this issue. The EJAC members used this platform to criticize the
motivation and integrity of the regulated community as a prelude to public comments. ARB
should recognize that this approach promotes greater conflict among stakeholders and
discourages an open exchange of ideas. Staff should never delegate management of a public
forum to any one stakeholder group. Moreover, if ARB intends to discount stakeholder input
relative to advisory committee recommendations, then it should establish additional advisory
committees to ensure that all stakeholder views are fully and fairly considered in the
rulemaking process.

5

Air Resources Board submittal to Department of Finance: Major Regulations Standardized Regulatory Impact
Assessment (SRIA) Proposed Amendments to the Cap-and-Trade Regulation and SRIA summary, April 1, 2016.
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Emphasis on Localized GHG Emission Reductions
WSPA objects to staff statements that ARB intends to retain existing offset limits to help
maximize GHG emission reductions from individual facilities. This position is at odds with the
principles of market mechanisms inherent in ARB’s Cap & Trade program design and ARB’s own
findings that GHG emissions do not correlate to regional or local air quality impacts from
criteria pollutants and air toxics. ARB acknowledged this point at the April 5 workshop, and is
actively educating local air districts on the lack of environmental results from establishing
sector or facility-specific GHG caps. 6 Statements such as these promote confusion about the
intent of the program, and the very outcomes ARB seeks to avoid. ARB should ensure that all of
its statements in workshops, hearings, other public and private venues and in supporting
materials do not contradict the overall design of a market mechanism or ARB’s own Cap &
Trade program.

6

Letter from ARB Executive Officer Richard Corey to Bar Area AQMD Executive Officer Jack Broadbent, dated
September 17, 2015, asserts that local GHG controls on refinery emissions “will have no effect on overall GHG
emissions” and “would likely be compensated by emissions increases (also called emissions leakage) in other parts
of the state.”
2015.09.17Corey.Br
oadbent.pdf
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Tamara Rasberry
Manager
State Regulatory Affairs
925 L Street, Suite 650
Sacramento, CA 95814
(916) 492-4252
trasberry@semprautilities.com

April 25, 2016

Rajinder Sahota
Chief, Climate Change Program Evaluation Branch
California Air Resources Board
1001 I Street – P.O. Box 2815
Sacramento, CA 95812
Re:
SDG&E Comments on March 29, 2016 Workshop – Cap-and-Trade Regulation 2016
Amendments: Setting Post-2020 Emissions Cap and Allowance Allocation

Dear Ms. Sahota:
San Diego Gas & Electric (SDG&E) respectfully submits the following comments in response to
the California Air Resources Board (ARB) Public Workshop on March 29, 2016. Our comments
address the following issues: 1) Electricity Allowance allocation, and 2) VRE.
I.

POST-2020 ELECTRICITY ALLOWANCE ALLOCATION

At the March 29 workshop, ARB staff proposed to continue allocation to EDUs. SDG&E agrees
that allocating free allowances provides ratepayer protection from severe cost increases and
transition assistance that tempers the increase in carbon costs across all portions of California’s
economy in the coming years. Allocation helps California ratepayers manage costs for their
electricity use, especially low-income consumers who are disproportionally affected by rising
energy costs in all sectors.
The proposed allocation methodology, however, varies from the current method. The
workshop proposes that new EDU allocations be reduced by industrial sector electricity
emissions and increased by verified electrification. While it seems fair to reduce allocations by
industrial sector emissions, staff indicated that reduction emissions would be based on a good
forecast without true-ups. If indeed the emissions reductions are based on forecasts, there
open questions such as: how often would the forecast be run? And how would forecasts be
1

Comment Overview

Navigate to Table of Contents
calculated? Forecasts should be run often enough to capture changes to industrial entities
emissions. For example, annual expansion or contraction of output/energy consumption could
go unnoticed if forecasts are allowed to become stale. For this reason, SDG&E suggests that
true-ups occur once actuals are made available to make accurate emissions calculations.
Another difference from the current methodology EDU allocation is the electrification
retroactive adjustment. SDG&E agrees that it is important to include this adjustment as the
state pushes electrification to better leverage off renewable energy sources and help reduce
statewide emissions. In the workshop staff indicated a desire to receive feedback on how to
quantify/verify electrification. Clearly an increase in the LCFS credits assigned to utilities who
chose to participate in the LCFS program would be a good estimate of the electrification due to
electric vehicles. Another form of electrification is the conversion of appliances from natural
gas to electricity. While this may be difficult to measure, if limiting to new construction as
compared to a baseline of existing buildings/homes, it may be possible to get a reasonable
estimate.
II.

VOLUNTARY RENEWABLE ELECTRICITY PROGRAM (VRE)

At the March 29 workshop, ARB staff proposed to continue the VRE program. SDG&E agrees
that the VRE program provides value and should be continued. At the workshop, staff
requested feedback as to why this program has been undersubscribed and is proposing to stop
funding it post 2020. SDG&E is currently implementing its Green Tariff Shared Renewables
(GTSR) program and will rely on the VRE program to ensure GTSR participants receive the
greenhouse gas benefits associated with their renewable energy purchases. The first
component of SDG&E’s GTSR program is scheduled to launch by the end of 2016. SDG&E is
concerned that if the ARB cuts off the VRE set-aside, a void could be created that could put
programs like GTSR in jeopardy over the long term. Therefore, SDG&E encourages the ARB to
consider continuing the VRE set-aside post 2020. The other IOUs are also launching their GTSR
programs, which should further increase VRE program participation over the coming years.

Thank you for the opportunity to comment.

Sincerely,
Tamara Rasberry /s/

2
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April 25, 2016
Rajinder Sahota
Branch Chief
California Cap-and-Trade Program
California Air Resources Board
1001 I Street
Sacramento, CA 95814
Re: March 29, 2016 Workshop Comments
Dear Ms. Sahota:
The Energy Producers and Users Coalition1 (EPUC) appreciates the opportunity to
provide comments on the March 29, 2016 California Air Resources Board (CARB)
workshop on post-2020 allowance allocation.
The Cap-and-Trade (C-T) program was carefully designed to reduce emissions
consistent with statewide goals while simultaneously preventing industry leakage. At
the March 29 workshop, CARB staff expressed the intention to continue current,
supportive industrial policies, specifically leakage assistance, beyond 2020. To date the
program has successfully reduced emissions without negatively impacting the California
economy. EPUC agrees that leakage assistance is key in this regard and supports the
continuation of current industrial policies recognizing that some changes to overall
program design may be in order. The continued success of the C-T program, however,
requires any changes to C-T for future compliance periods to undergo the same careful
scrutiny as the original program design.

1

EPUC is an ad hoc group representing the electric end use and customer generation interests of
the following companies: Aera Energy LLC, Chevron U.S.A. Inc., ExxonMobil Power and Gas Services
Inc., Phillips 66 Company, Shell Oil Products US, Tesoro Refining & Marketing Company LLC and
California Resources Corp.
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California Air Resources Board
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1. EPUC Supports the Transfer of Authority for Allocations Attributable to
Electricity Purchases to CARB
Consistent with leakage prevention policies, AB 32 provides that Emissions Intensive,
Trade Exposed (EITE) facilities receive both direct allocations for direct and indirect
emissions. Currently, CARB distributes the direct allocations of allowances to EITE
facilities, and the CPUC orchestrates compensation of EITE facilities for electricity
purchases (or indirect emissions). At the March 29 workshop, CARB proposed shifting
the responsibility for allocations for indirect emissions for EITE facilities from the CPUC
to CARB. EPUC members welcome the shift in responsibility for indirect emissions to
CARB in 2020, and to the extent possible, even earlier.
Transferring this responsibility will have no impact on the overall compliance obligation
of any given facility. The CARB proposal will simply reallocate the allowances that
would have been provided to EDUs for the ultimate benefit of industrial facilities directly
to those facilities. The impact should be a simplified process for compensating EITE
facilities. While some additional work will be required to establish the process for
allocating allowances for electricity purchases, sufficient time remains before 2020 to
develop and vet the process.
EPUC expects that shifting this responsibility to CARB will result in more timely
allocation of allowances for indirect purchases. The CPUC adopted a process for the
allocation of compensation for indirect emissions in D.14-12-037 adopted in December
2014. The CPUC has yet, however, to distribute any compensation pursuant to this
decision. To date, EITE facilities have not received compensation for their 2013 indirect
emissions, let alone 2014 and 2015. CPUC staff will be holding a workshop on May 3,
2016 to discuss compensation of EITE customers, but at this time it remains unclear
when EITE customers of the utilities can expect to see compensation for 2013 and
beyond.
The CPUC has limited staff available to gather the information and complete the
calculations required to provide EITE compensation. Additionally, CPUC staff has to
turn to CARB for much of the information required to make the EITE disbursements.
Transferring this authority to CARB would alleviate some of the labor constraints and
data processing pressures currently facing the CPUC and would result in more timely
compensation to all EITE customers.
The original intent behind compensating industrial facilities for electricity purchases was
to protect against the leakage risk resulting from the increased cost of electricity in
California. The funds to be returned to these facilities are not insubstantial and may
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have a major impact on business planning and budgeting. Until these funds are
distributed to industrial facilities, California industry is at a competitive disadvantage as
compared to other states given the higher cost of electricity in California. Unless these
facilities have some assurance that they will be compensated on a timely basis, leakage
risk remains, despite all of the work to the contrary. CARB has both the data and staff
available to ensure that, looking forward, EITE facilities are regularly compensated.
EPUC agrees that shifting this responsibility to CARB ensures that facilities in Investor
Owned Utility (IOU) and Publicly Owned Utility (POU) territories will be treated
equitably. Currently, a facility that is in a POU territory may receive less assistance than
a similarly situated facility in an IOU territory, leaving that facility at a competitive
disadvantage. This competitive disadvantage will undermine the ability of the C-T
program to prevent industry leakage. Ultimately, it best serves the intent of C-T and AB
32 to ensure all EITE facilities statewide are treated similarly.
After the shift of responsibility to CARB, EITE facilities should be compensated for
indirect emissions with additional allocation of allowances. There should be no
limitation on how the facility uses those allowances, and facilities should be permitted to
use the allowances to meet their own emissions requirements or sell them at auction.
This would not represent any change from current treatment of allocations for these
allowances. Under the current CPUC allocation plan, EITE facilities will receive
monetary compensation for electricity purchases with no limitations on how the money
is used. The money could be used to invest in energy efficiency and carbon reduction
technologies, or, to purchase additional allowances in the C-T auction. Similarly, CARB
should not introduce any limitations on how the additional allowances are utilized.
2. Additional Consideration is Required of the Proposal to Adjust the
Industrial Sector Benchmarks to Include Zero Emitting Sources
CARB proposes to incentivize investment in “zero-emitting energy sources” by including
zero emissions sources in statewide benchmark calculations set at the outset of the
compliance period and used to determine industrial allocations. In theory, EPUC
supports the development of additional incentives for the installation of new clean
generation. In practice, however, it is not clear that the proposal will provide incentives
sufficient to impact facilities’ behavior or drive investment in additional clean generation.
Rather than drive additional investment in clean energy resources, the proposed
changes will simply dilute the sector benchmarks. CARB has suggested that the benefit
of installing clean electric generation resources would lower the overall sector
benchmark, reducing the total emissions reflected in the benchmark numerator.

Comment Overview

Navigate to Table of Contents

California Air Resources Board
April 25, 2016
Page 4

Because the benchmark will encompass significant direct and indirect CO2 emissions,
however, it is likely that the impact of clean electric generation would be lost in
rounding. Before pursuing the proposed plan to change the benchmark, CARB should
explore alternatives that will provide a more direct incentive to covered entities.
3. CARB Should Rely on the Integrated Energy Policy Report High Demand
Scenario to Estimate Industrial Load
As a result of CARB’s proposal to allocate allowances to EITE entities for electricity
purchases, the Electrical Distribution Utility (EDU) allocation of allowances will be
reduced based on the potential allocation to EITE facilities. At the workshop, CARB
staff sought input on how to estimate potential industrial load. EPUC submits that a
potential source of this information could be the California Energy Commission
estimations of load growth included in the Integrated Energy Policy Report (IEPR).
Industrial load tends to be highly variable and the IEPR includes high, medium and low
forecasts. In order to ensure that sufficient allowances are retained to account for load
variability, CARB should rely on the high demand case to withhold allowances from
EDUs. To the extent that too many allowances are withheld, a true-up should occur
with any over allocation returned to EDUs in the next distribution cycle.
4. Conclusion
EPUC appreciates CARB’s consideration of these recommendations and looks forward
to continuing to work with CARB to develop post 2020 C-T policy.

Sincerely,

Evelyn Kahl
Katy Morsony
Counsel to the

Energy Producers and Users Coalition
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April 22, 2016

Ms. Rajinder Sahota
Branch Chief, Cap-and-Trade Program
California Air Resources Board
1001 I Street
Sacramento, CA 95814
RE:

Public Workshop on March 29, 2016, to discuss potential amendments to the
Cap-and-Trade Regulation related to establishing post-2020 emissions caps
and allowance allocation

Dear Ms. Sahota:
On behalf of the members of the California Council for Environmental and Economic
Balance ("CCEEB"), we thank the California Air Resources Board ("ARB") for this
opportunity to comment on the potential amendments to the Cap-and-Trade Regulation
related to establishing post-2020 emissions caps and allowance allocation. CCEEB is a
non-profit, non-partisan association of business, labor, and public leaders, which
advances balanced policies for a strong economy and a healthy environment.
Cap-and-Trade Program
CCEEB supports a well-designed Cap-and-Trade Program as the most cost-effective way
to regulate greenhouse gases ("GHG") in California while achieving meaningful
reductions in GHG emission levels. A Cap-and-Trade program minimizes costs by
providing flexibility, averaging reductions over multi-year compliance periods to allow
for more natural retirement of costly infrastructure. The ability to bank emission
reductions over a compliance period allows capital investments and the emission
reductions from these improvements to be averaged over several years.
The current suite of AB 32 regulations relies heavily on direct command-and-control
measures that impact very specific entities and sectors within California’s economy. In
many ways these direct measures pick winners and losers. Greater reliance on Cap-andTrade allows for technological innovation and economic solutions across a majority of
the economy to achieve the lowest cost GHG reductions. ARB designed the Cap-andTrade to be the backstop for all of the measures. This policy overlap means that these
direct measures do not add additional GHG reductions, they only direct where the
reductions are made.
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Due to the substantial reductions required in other mandates such as the Renewable
Portfolio Standard, Low-Carbon Fuel Standard, and other direct regulations, California’s
Cap-and-Trade is only responsible for about 15% of our GHG emission reductions. It is
CCEEB’s belief supported by ARB’s own documents 1 and leading economists that an
expanded role of Cap-and-Trade could lower the costs of achieving our post-2020 GHG
emission reduction goals and by default increase the attractiveness of California’s climate
program as a model for other jurisdictions considering a cost-effective climate change
mitigation strategy. 2
Post-2020 Cap-Setting
CCEEB supports ARB staff’s proposed “Option 1” at this time. Option 1 is described as
a linear decline between the established 2020 cap and the forecasted 2030 cap.
According to ARB’s 2030 Target Scoping Plan, the current program is achieving the
goals set by the ARB and is projected to meet or exceed the 2020 deadline. CCEEB does
not see a compelling economic or policy reason to change the goal.
CCEEB does not support “Option 2” which is also a linear decline to a forecasted-2030
cap, but instead relies on adjusting the 2021 cap to reflect forecasted 2020 emissions.
CCEEB does not think that an even more aggressive declining cap post-2020 should start
by discounting any compliance margin we have garnered in the early years of the
program. The Cap and Trade program was designed to allow banking as a cost
containment measure, which was affirmed in the workshop. A natural result of banking
is a compliance margin that will provide for a smoother transition into the future.
Reducing the quantity of allowances available through pursuing Option 2 could increase
prices and unintentionally penalize entities successfully reducing emissions either
voluntarily or through meeting the goals of California’s suite of “complementary
measures,” the primary source of emissions reductions in the state.
Additionally, it remains unclear if/how a 2030 cap of 210 million metric tons ("MMT")
was calculated in light of the proposed new Global-Warming Potential ("GWP") values
for methane and nitrous oxide.
Should other greenhouse gases be included?
California’s policy should track the international agreements and not include other
emissions that might complicate future opportunities for regional, national, or
international linkage.
CCEEB supports the staff direction to maintain the current covered sources and the
universe of capped GHG emissions.

Recommendations for Designing a Greenhouse Gas Cap-and-Trade System for California, ARB Market Advisory Committee, June
30, 2007
2 Implications of Policy Interactions for California’s Climate Policy, Dr. Robert Stavins and Todd Schatzki, August 27, 2012
1
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Conclusion
CCEEB believes that a well-designed Cap-and-Trade should be the center piece of
California’s climate program and as we look to the future ARB should propose
amendments that streamline compliance and focus on cost-effectiveness.
CCEEB thanks the ARB for considering our comments on the potential amendments to
the Cap-and-Trade Regulation related to establishing post-2020 emissions caps and
allowance allocation. We look forward to playing an integral role in the future
development and operability of California’s Cap-and-Trade Program. CCEEB represents
a broad cross-section of the covered entities in California, and as such, we are in a
position to represent diverse industry sectors and would like to assist ARB in developing
these ideas further.
Please contact me or Jackson R. Gualco, Kendra Daijogo or Mikhael Skvarla, CCEEB’s
governmental relations representatives at The Gualco Group, Inc. at (916) 441-1392
should you have any questions.
Thank you for considering our comments.
Sincerely,

GERALD D. SECUNDY
President
cc:

Honorable Chairman and Members of the Air Resources Board
Mr. Richard Corey
Ms. Edie Chang
Mr. Steve Cliff
Mr. Bill Quinn
Ms. Janet Whittick
The Gualco Group, Inc.
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WATER & POWER
Servmg Central California smce 1887

Date: April 18, 2016
Rajinder Sahota
California Air Resources Board
1001 I Street
Sacramento, CA 95814
RE:

Turlock Irrigation District Comments on March 29, 2016 Cap-and-Trade
Workshop: Setting Post 2020 Emissions Caps

Dear Ms. Sahota,
Turlock Irrigation District provides the following comments in response to the ARB Staff
Workshop on March 29, 2016 to discuss post 2020 emissions caps. TID appreciates the
opportunity to provide comments on what is perhaps the most important issue in the
development of a post 2020 Cap-and-Trade program. The setting of a cap and the allocation of
allowances will directly impact the costs that consumers and ratepayers pay for electricity and
other products in California. The cap will also drive GHG emissions reductions in furtherance of
the State's ambitious emissions reduction efforts. In striking a balance between these two
objectives, the ARB should strive to create a smooth transition into a post 2020 program. The
ARB should also acknowledge the disproportionate burden borne by the energy sector as it leads
the way to a cleaner more renewable future. The ARB must also recognize that in addition to
furthering the State's important GHG objectives, utilities must also ensure that electricity is
affordable and reliable for all of California's citizens. Many of the policies inherent in the
existing allocation methodologies have proved successful and should be carried forward. In
evaluating how the cap will decline over time, the ARB should employ a conservative approach
in estimating anticipated emission reductions and the potential for deployment of new low
emitting technologies.
With these objectives in mind, TID ' s comments recommend that: (1) the ARB utilize the
existing allowance allocation methodologies to the greatest extent possible; (2) adopt a 2021 cap
based on the 1990 emissions level by 2020 goal; (3) if the ARB adopts an initial cap below the
existing AB 32 goal for 2020 emissions, then the rate of decline should be set at a flat, straight
line in the initial years to account for technology deployment; (4) the ARB should allocate
allowances for electric vehicle charging load on a 1:1 proportionate basis for avoided emissions;
and (5) the ARB should clarify how it will adjust electric distribution utility allocations to
account for industrial sector GHG costs.

{00355 756;3}
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1. Existing Allowance Allocation Methodologies Are Fair and Balanced.

In 2010 and 2011, individual utility allocations were among the more controversial and
extensively discussed topics. The development of a methodology that addressed the diverse
portfolios of California's utilities and the varying levels of ratepayer exposure to GHG costs was
challenging. The final allocation methodology was generally supported by a majority of
California's utilities. Compromise was reached through a multi-faceted allocation methodology
that divided the allowances available to the electricity sector among the electric distribution
utilities based on three elements: (1) ratepayer cost burden; (2) energy efficiency
accomplishment; and (3) early action as measured by investments in qualifying renewable
resources. 1
Ratepayer cost burden was the primary driver in the calculations and the ARB relied in
large part on the supply forms filed in the California Energy Commission's Integrated Energy
Policy Report ("IEPR") process. In the absence of several years of verified data under the MRR,
the IEPR "S-2 Forms" provided a valuable data set because the S-2 Forms account for the
utilities existing portfolios and how those portfolios would change over a ten-year period. The
S-2 Forms remain a valuable tool for evaluating ratepayer cost exposure to GHG costs post 2020.
The S-2 Forms show relative levels of renewable energy procurement, expected load growth,
contract expirations and other factors affecting GHG costs that cannot be accounted for in
historic data. The ARB should therefore continue to use the S-2 Forms in conjunction with
historic, verified emissions data. The ARB should continue to provide a strong weighting for
expected ratepayer costs, since this is the only fair way to account for the diversity of utility
supply portfolios across the state. It is also the only way to avoid creating a vast GHG cost
disparity among ratepayers in different parts of the state, which could lead to unintended
consequences.
In sum, TID supports the ARB's comments at the March 291h Workshop that the ARB
intends to continue to allocate allowances employing the same methodology as in the current
program (i.e., POUs would receive allowances on behalf of their ratepayer owners and have the
option to consign those allowances to auction or to place the allowances in their compliance
accounts). The ARB should also retain the allocation percentages among Electric Distribution
Utilities (Table 9-3) with only minimal updates based on changed circumstances as demonstrated
in verified emissions reports and the S-2 Forms.
2. The ARB Should Adopt a 2021 Cap Based on the 1990 Emissions Level by 2020
Goal.
During the March 291h Workshop, the ARB outlined two possible methodologies for
developing the 2021 cap: (1) utilize the 1990 emissions level cap set by AB ·32 ("Option 1"); or
(2) develop a 2021 cap to account for expected emissions in 2021 ("Option 2"). TID believes the
ARB should pursue the first option for at least three reasons. First, Option 1 will enable a
smoother transition into the fourth compliance period. Option 2 would result in a substantial
1

See July 20 11 ARB Staff Proposal for Allocating Allowances to the Electricity Sector, available at:
http ://www.arb.ca.gov/regact/20 10/capandtrade 10/candtappa2.pdf

{00355756;3}

Comment Overview

TID Comments
3/29 Cap-and-Trade Workshop
Page3

Navigate to Table of Contents

reduction in the supply of allowances at the outset of the fourth period. Upward market price
pressures would result from both a drop off in supply of allowances in 2021 and increased
demand in the last triennial compliance period. While upward price pressure is not necessarily a
bad thing as it may help drive investment in GHG emissions reductions, the ARB should strive
to create a smooth transition to higher GHG prices. Just as utilities try to avoid "rate shocks",
the ARB should avoid GHG allowance price shocks. The ARB should therefore strive to create a
smooth transition into the 2021 - 2030 program by continuing a subtle but measurable decline
from the cunent 2020 cap, rather than have a significant step down from 2020 to 2021 as is
apparent in Option 2.
Second, it is not clear how the ARB calculated the estimated 2021 emissions levels for
Option 2 and whether those emissions levels are achievable in the upcoming technology
deployment scenario. It appears the ARB has assumed that the rate of decline in GHG emission
reductions (as seen in verified emissions to date) will continue at the same rate post 2020. In the
electricity sector, much of the emissions reductions were driven by the aggressive penetration of
intermittent resources in the 2008 - 2014 timeframe. This was largely due to the steep decline in
PV solar panel costs. In order for California to continue to realize a similar reduction in GHG
emissions reductions, there are a number of questions that must be addressed. For example:
How will California address the challenges of the "duck curve"? Will grid operators, like TID,
need to rely on conventional resources to a greater extent in integrating an increasing amount of
renewables? How quickly will procurement of incremental renewable energy occur in light of
the new and complex Integrated Resource Planning procedures contemplated by SB 350? In
adopting a post 2020 cap, the ARB should exercise caution in making assumptions about
anticipated emissions levels. Until it is clear that California can achieve the continued rate of
decline in emission reductions it has experienced to date, the State should pursue Option 1
because it sets a more reasonable trajectory for emissions levels.
Third, the 2021 cap (and the continued ability to bank allowances) will affect the utilities
exposure to GHG costs in the later years of the 2020 - 2030 period. Having a larger cap in the
initial years of the 2020- 2030 period will help mitigate the risks of steep increases in GHG
costs that ratepayers will face in the later years as allowances allocations decline significantly in
furtherance of the 40% below 1990 emissions levels by 203 0 goal. For these reasons, the ARB
should take a more conservative approach in setting a 2021 cap based on Option 1.
3. If the ARB Adopts an Initial Cap Below the 2021 Cap, Then There Should Be No
Rate of Decline in the Initial Years of a Post 2020 Program.
If the ARB adopts a 2021 cap that is considerably below the cunent, 2020 cap (i.e. , Option
2), then the ARB should redesign the cap adjustment factor in the initial years of the post 2020
program. In this scenario, there should be no cap adjustment factor for a period of 3 - 5 years.
This will allow utilities (and other regulated entities) to adjust purchases and policies to avoid the
price shocks that will come from the steep drop off in allowances that will be needed to meet the
2030 target. By creating a sufficient supply of allowances in the early years of the post 2020
program, the ARB will enable entities enough time to invest in new technologies and procure the
renewable energy that will be needed to meet the 2030 GHG emissions target.

{00355756;3)
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4. The ARB Should Undertake a Broad Assessment of the Electricity Sector's Role in
Facilitating Emissions Reductions Across Other Sectors and Allocate Allowances for
Electric Vehicle Charging Load and Other Fuel Switching on a 1:1 Proportionate
Basis of Avoided Emissions.
There is no question that vehicle electrification and electrification of certain residential,
commercial and industrial processes will play a critical role in the achievement of the State's
ambitious climate targets. The 2015 IEPR recognizes the increasing role the electricity sector
will play in achieving state-wide GHG emissions reductions:
The electricity sector accounts for about 20 percent of
statewide GHG emissions, with about half from electricity
imported from out-of-state, whereas the transportation
sector is the largest source of GHG emissions, accounting
for about 37 percent? Consequently, decarbonizing
the transportation sector should be a primary focus of
the state's climate goals, and policies in the electricity
sector must build on policies to reduce emissions from
the transportation sector. For example, new renewable
procurement should go hand-in-hand with increased electric
loads from electrification of the transportation sector.
If they are not in lock-step, then California will not realize
the full potential ofthe GHG reductions from decarbonizing
the electricity sector.
"Another way to reach ZNE is to replace natural
gas appliances, such as gas stoves, water heaters,
and space conditioning units, with electric appliances;
3
such fuel-switching is called "electrification. "

Similarly, SB 350 recognizes this trend and directs the ARB to "identify and adopt
appropriate policies, rules, or regulations to remove regulatory disincentives preventing retail
sellers and local publicly owned electric utilities from facilitating the achievement of greenhouse
gas emission reductions in other sectors through increased investments in transportation
electrification. Policies to be considered should include, but are not limited to, an allocation of
greenhouse gas emissions allowances to retail sellers and local publicly owned electric utilities,

2
3

See 2015 IEPR at p. 50.
See 2015 IEPR at pp. 43 and 50, available at: https://efiling.energy.ca.gov/getdocument.aspx?tn=210527
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or other regulatory mechanisms, to account for increased greenhouse gas emissions in the
electric sector from transportation electrification."4
The ARB should work with the CEC to build on the load growth estimates developed in
the 2015 IEPR. The agencies should develop load growth estimates to 2030 that account for the
trends in electrification of vehicles and other processes. Another way to account for the load
growth attributable to vehicle electrification would be to compare two GHG reduction scenarios
for the transportation sector and allocate the difference in emissions between the two scenarios to
the electricity sector in the form of additional allowances. Under one scenario, the ARB would
5
calculate the GHG emissions reductions from a 50% reduction in petroleum use goal. Under a
second scenario, there would be no 50% petroleum reduction goal. The difference between the
high-EV I 50% petroleum reduction scenario (1) and the no petroleum reduction goal scenario
(2) would be a reasonable way of calculating the GHG emissions reductions attributable to the
electricity sector's role in fulfilling the state's petroleum reduction targets.
Alternatively, if the ARB adopts a reported emissions approach, the ARB should ensure
that it accounts for avoided emissions in the transportation sector and allocates a corresponding
amount of allowances to individual utilities. In other words, for every metric ton of petroleum
combustion emissions avoided, the utility responsible for the charging load should receive one
cap-and-trade allowance. It is not clear yet how such inforn1ation could be tracked and verified
in a way that does not create a significant administrative burden on utilities, their verifiers, and
the ARB. This is particularly true for fuel switching in the residential, commercial and industrial
sectors from natural gas fired processes to electrified processes. For these reasons TID
encourages the ARB to adopt economy-wide projections for electric load shifting and allocate
the allowances to the electricity sector as a whole equal to the avoided emissions in the
transportation and natural gas sectors .

5. The ARB Should Clarify How It Will Adjust Electric Distribution Utility
Allocations to Account for Industrial Sector GHG Costs.
The ARB should clarify how individual utility allocations would change to account for
industrial load. For example, will the change in allowances attributable to industrial load be
taken off the top of the total EDU allocation and then spread among the EDUs or will it be
withdrawn from individual utility allocations depending on the type and amount of industrial
customers in the utility' s service territory? Assuming the ARB is proposing the latter approach
(which would be more equitable), it is not clear yet how the ARB would account for emissions
costs imbedded in utility rates. It appears that this potential change is being d1iven by the
perceived disparity between similarly situated industrial customers in IOU and POU service
territories. There is a misperception that BITE entities are bearing the full freight ofGHG costs
because there is no affirmative requirement for the POUs to return allowance revenue to
Emissions Intensive Trade Exposed ("E ITE") entities. To the contrary, many of the POUs
(including TID) have undertaken programs to reduce GHG costs borne by all of their customers
4

Cal. Health and Safety Code Sec. 44258.5
While the 50% petroleum reduction goal was not ultimately part of SB 350, it is our understanding that the State
will still pursue the goal through existing statutory authority.
5
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(e.g., the procurement of renewable energy). Many POUs are vertically integrated and place
allowances directly in the compliance costs, which offsets GHG costs that would otherwise be
passed on to EITE entities. Thus, just because most POUs have not adopted discreet rebate
programs like their IOU counterparts does not mean that the POU ratepayers are not benefiting
from the freely allocated allowances. As the ARB continues to explore the proposal to allocate
electricity sector allowances to EITE entities, the ARB should evaluate the perceived inequities
among industrial customers and evaluate whether the redistribution is necessary in light of the
POUs ' vertically integrated structures and the requirement on the POUs to use their allowances
for the benefit of their ratepayers.
Conclusion

TID is pleased to provide comments early in this process on how the ARB will set its post
2020 cap and allocate allowances among sectors and individual utilities. The cap and the
allocation of allowances will directly impact both the GHG emission reduction goals and the
costs that consumers and ratepayers pay for electricity and other products in California. As the
ARB continues to evaluate a reasonable set of scenarios and assumptions for how California will
achieve its GHG targets, the ARB should strive to create a smooth transition into a post 2020
program. The ARB should also acknowledge the disproportionate burden borne by the energy
sector as it leads the way to a cleaner, more renewable future. The ARB must also recognize that
in addition to furthering the State's important GHG objectives, utilities must also ensure that
electricity is affordable and reliable for all of California's citizens. Many ofthe policies inherent
in the existing allocation methodologies have proved successful and should be carried forward.
TID looks forward to helping the state achieve its ambitious GHG targets and looks forward to
actively participating in the ongoing discussions on these important objectives.

Respectfully Submitted,

Ken Nold
Utility Analyst
Turlock Irrigation District

{00355756;3}
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Electronically filed at:
http://www.arb.ca.gov/lispub/comm2/bcsubform.php?listname=caps-allocationws&comm_period=1
April 15, 2016
Rajinder Sahota
California Air Resources Board
1001 I Street
Sacramento, CA 95184
Re: Comments in Response to Public Workshop on Cap Setting and Allocation in the Post2020 Cap-and-Trade Program
Dear Ms. Sahota:
On behalf of the Natural Resources Defense Council, and our more than 72,000 members in
California, we appreciate the opportunity to comment on the material and proposals presented by
staff at the March 29, 2016 workshop regarding cap setting and allocation in a post-2020 capand-trade program. We focus these comments on the issues below, and look forward to providing
additional comments on other issues raised at the workshop in the run up to the release of the
draft regulatory package.
I.



II.

Topic Overview & Summary
Cap Setting – support Option 2 and recommend use of Fifth Assessment GWP values
EDU Allocation – support formal prohibition on volumetric return of allowance value
and oppose continuation of POU option for consignment
Natural Gas Supplier Allocation – support Option 1
Cap Setting

a. Post-2020 Trajectory
We strongly support staff’s proposed Option 2, which would bring the cap in line with expected
covered entity emissions starting in 2021. As Chair Nichols recently remarked, while ARB has
successfully implemented an economy-wide cap-and-trade program, the carbon price that has
been established is “not enough to actually drive changes in behavior,” and is well short of what
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will be required to achieve the state’s long-term climate goals.1 The principal reason for the
relatively low carbon prices seen in the market has been the oversupply of compliance
instruments relative to demand. While this is in part a testament to the success of California’s
suite of complementary measures that are delivering reductions in capped sectors, a lax cap
undermines the efficacy of the program in driving the scale and timeliness of investments needed
to put California on a path toward deep decarbonization. Absent correction, market forecasts
predict this imbalance will only grow in proportion.2
In recent comments to EPA on the Clean Power Plan model rule, ARB highlighted the
importance of taking corrective action in the event a mass-based cap significantly exceeds
covered emissions.3 To prevent that scenario, ARB recommends that EPA include a preestablished mechanism in the rule to revisit and adjust mass-based targets for states as needed
based on actual emissions in the years leading up to the start of the program in 2022, recognizing
that “a lax cap would result in minimal carbon reductions beyond the status quo.”4
Option 2 represents that same corrective action in California. Option 2 should accordingly serve
as the floor of ambition for the start of the post-2020 program, not as the more stringent option as
staff has proposed. We note the pre-2020 cap began at forecast business-as-usual emissions
levels for the (original) start of the program in 2012. In light of Chair Nichols’ comments, it is
perplexing that the post-2020 program will, at best, start from the same position. As the end
point in 2030 is the same under either scenario, we see no justification for perpetuating the
oversupply of allowances in the early years of the post-2020 program reflected in Option 1.
Similarly, we find no basis for directing allowances equal to the “adjustment” from a linear
trajectory into the Allowance Price Containment Reserve. While this issue is intimately related to
the cost-containment proposals presented at the April 5th workshop (in particular, whether the
enormous supply of untapped allowances in the APCR – more than 120 million – carries over
into the post-2020 program and whether and to what extent the existing price tiers are lowered to
narrow the gap with the auction reserve price), the proposal seems to presume that covered
entities require some form of recompense for merely bringing the cap in line with actual
emissions. They do not.
Facing a similar situation in the wake of the recession, which dramatically reduced emissions
relative to business-as-usual forecasts, the RGGI states in 2012 reduced their program cap by
45% to bring it in line with actual emissions.5 ARB should do the same here and proceed with
Option 2 for the post-2020 program.

1

Transcript from “Senate Standing Committee on Environmental Quality & Senate Select Committee on Climate
Change and AB 32 Implementation Hearing” (February 03, 2016), available at:
https://digitaldemocracy.org/hearing/739.
2
See, e.g., CaliforniaCarbon.info, “2020 baseline emissions forecast for California cap and trade,” (finding the
allowance market will remain oversupplied by a cumulative total of 120-140 million tons by 2020).
3
http://www.arb.ca.gov/cc/powerplants/arbcommentsfedplan-01_21_2016.pdf.
4
Id. (at 19-20).
5 See http://www.rggi.org/docs/PressReleases/PR011314_AuctionNotice23.pdf

2

Comment Overview

Navigate to Table of Contents

b. Global warming potentials
Staff proposes to base the post-2020 program on global warming potentials (GWPs) for covered
greenhouse gases from the IPCC’s Fourth Assessment. While we support staff’s proposal to
update the GWPs relative to the Second Assessment, on which the pre-2020 cap was set, we
recommend staff employ the most recent Fifth Assessment values. At the workshop, staff
remarked they would consider updating to the Fifth Assessment if/when it is in more general use
and common practice in other jurisdictions. We find this explanation puzzling: when has
California ever waited on other jurisdictions as an excuse not to incorporate the most recent
climate science in its pioneering programs? California’s entire climate program is predicated on
establishing common practice, not waiting for it to materialize. While we appreciate the need to
coordinate any changes in GWP values with California’s linked partner jurisdictions, we urge
staff to revisit this decision as the rulemaking unfolds and move swiftly to the most recent GWPs
contained in the Fifth Assessment.
III.

EDU Allocation
a. Prohibiting volumetric return

We are pleased to see staff move formally to prohibit a volumetric return of allowance value for
all electric distribution utilities starting in the third compliance period, mirroring the prohibition
already in effect for natural gas suppliers.6 While the California Public Utilities’ Commission
revenue allocation framework eschews volumetric returns in favor of lump-sum Climate Credits
for IOU customers, volumetric rate reductions are occurring with a portion of the allowance
value allocated to the POUs.7 Moreover, as we noted back in 2013,8 ARB is well within its legal
authority to prohibit a volumetric return without infringing on the CPUC’s authority to set
customer rates. For ease of reference, and because this issue was raised again at the workshop,
we excerpt from those comments below:
…
Prohibiting a volumetric return of allowance value does not unlawfully infringe on the
California Public Utilities Commission’s authority to set customer rates
The utilities argue that prohibiting a volumetric return of allowance value to natural gas
customers, as staff proposes, unlawfully infringes on the California Public Utilities
Commission’s authority under the California Constitution to conduct ratemaking. We disagree.
First, it is not clear that setting broad policy parameters around the distribution of allowance
value constitutes ratemaking. The California Constitution provides only that the “Commission
may fix rates.”9 The notion of exclusivity comes from case law, first elucidated by the court of
6

§ 95893(d)(3)
“Summary of Vintage 2013 Electrical Distribution Utility Allocated Allowance Value Reports,” at:
http://www.arb.ca.gov/cc/capandtrade/allowanceallocation/edu-v2013-allowance-value-report.pdf (figure 2, p.7).
7
8
9

Cal. Const., art. XII, section 6.

3
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appeal in City of Vernon.10 Yet there, the court held that the Commission’s exclusive authority
covers rates the public utility earns for services furnished by the utility.11 In contrast, the
distribution of allowance revenue is not a service furnished by the utility; it is the creation of
ARB’s cap-and-trade program. Indeed, ARB could have elected to bypass the utilities altogether
through other allocation methodologies.
Yet even if the distribution of auction revenues were considered ratemaking, prohibiting a
volumetric return does not unlawfully infringe upon the Commission’s authority. The
Commission does not have “exclusive jurisdictional control over any and all matters having any
reference to the regulation and supervision of public utilities.”12 While the Commission’s
ratemaking authority may be exclusive over local governing entities, this has not been
established where state-level statutory schemes are at issue.13 Rather, courts have frequently
found that the Commission does not have exclusive authority when its jurisdiction is concurrent
with another comprehensive statutory scheme (such as AB 32) and where the Commission has
yet to issue relevant competing regulations (as here).
Accordingly, cases involving competing state laws and accompanying agency jurisdictional
conflicts have come to very different holdings than cases involving conflicts between local
governments (which the utilities rely on).14 In Leslie v. Superior Court, for instance, the Court
held that state housing law and Commission rules and regulations were of equal dignity,
especially where no overt conflicts existed from the Commission generating its own rules.15 And
in Orange County Air Pollution Control, the California Supreme Court held the Commission
must share its jurisdiction where it is concurrent with another comprehensive, statutory scheme.16
…
b. POU Consignment
While acknowledging the importance of prohibiting the volumetric return of allowance value,
staff proposes to continue the so-called ‘POU option,’ which affords POUs the option – unlike
the IOUs – of turning in freely allocated allowances directly for compliance. That in turn
operates as an implicit volumetric return by preventing retail electricity rates from reflecting the

10

City of Vernon v. Southern Cal. Edison Co., 191 Cal.App.2d 378, 387 (App. 2 Dist. 1961)
Id. (emphasis added).
12
San Diego Gas & Electric Co. v. Sup. Ct., 920 P.2d 669, 700 (Cal. 1996), citing Vila v. Tahoe Southside Water
Utility 233 Cal.App.2d 469, 477 (Cal. Ct. App. 1965)).
13
See, e.g., Leslie v. Superior Court (1999) 73 C.A.4th 1042, 1049, 87 C.R.2d 313 and Orange County Air Pollution
Control Dist. v. Public Util. Com., 4 Cal.3d 945, 954 (Cal. 1971).
14
Compare City of Anaheim v. Pac. Bell Tel. Co., 119 Cal. App. 4th 838, 842-43 (Cal. Ct. App. 2004) and City of
Vernon v. Southern Cal. Edison Co. 191 Cal.App.2d 378 (App. 2 Dist. 1961) with San Diego Gas & Electric Co. v.
City of Carlsbad (1998) 64 Cal.App.4th 785, 797 (noting “the PUC has been held to have paramount jurisdiction in
cases where it has exercised its authority, and its authority is pitted against that of a local government involving a
matter of statewide concern. Where its jurisdiction conflicts with other than a local agency, commission directives
have not been given such controlling effect.”) (emphasis added).
15
Leslie v. Superior Court (1999) 73 C.A.4th 1042.
16
Orange County Air Pollution Control Dist. v. Public Util. Com., 4 Cal.3d 945 (Cal. 1971).
11
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full price of carbon. And as ARB’s 2013 summary report on EDU allowance value reveals, that
is what is happening with 84% of the allowances allocated to the POUs.17
Staff explicitly acknowledges the importance of consignment in the context of allocation to
natural gas suppliers, noting (correctly) that it “incentivizes GHG reductions and creates equity
between below- and above-threshold facilities” and that “full price pass-through will more
closely align NG supplier allocation with EDU allocation.”18 Yet this rationale is mystifyingly
absent as applied to the POUs. At the workshop, staff attempted to distinguish the disparate
consignment requirements for IOUs and POUs on the grounds that most POUs own and operate
their own generation, and would accordingly be buying back a significant portion of the
allowances consigned to auction (as they hold the compliance obligation). Of course, that is
exactly the same situation as California’s natural gas suppliers, and in that context staff still
requires consignment – and indeed now proposes to accelerate the consignment schedule.
The POU option also penalizes more efficient users relative to a scenario where, like the IOUs,
the full range of allowance value is returned to customers independent of usage. That is also
regressive, as on average higher income customers tend to consume more electricity. As new
research demonstrates, the combination of consignment and Climate Credits provides net
financial benefits for low-income households of the IOUs.19 By proposing to continue the POU
option, ARB is foreclosing the same opportunity for low-income households in POU service
territories.
Accordingly, to truly align with the EDU allocation (not just the IOU allocation), we propose
staff phase-in a consignment obligation for POUs alongside gas suppliers, with full consignment
achieved by the start of the compliance period staff proposes for 2025-2027:20
Proposed POU Consignment Schedule
Year
Percent Consigned

2021
20

2022
40

2023
60

2024
80

2025
100

At a minimum, the onus is on ARB staff to justify disparate treatment for the POUs when for all
other sectors ARB has recognized clearly the importance of consignment to preserve the carbon
price in both wholesale and retail energy prices to encourage GHG reductions, reward more
efficient users, maintain equity across sectors that compete for the same end uses, and increase
liquidity in the market.

17

“Summary of Vintage 2013 Electrical Distribution Utility Allocated Allowance Value Reports,” at:
http://www.arb.ca.gov/cc/capandtrade/allowanceallocation/edu-v2013-allowance-value-report.pdf (figure 2, p.7).
18
http://www.arb.ca.gov/cc/capandtrade/meetings/20160329/caps_allocation_032916.pdf (slide 26).
19
UCLA Luskin Center, “Protecting the Most Vulnerable: A Financial Analysis of Cap-and-Trade’s Impact on
Households in Disadvantaged Communities Across California,” at
http://innovation.luskin.ucla.edu/sites/default/files/FINAL%20CAP%20AND%20TRADE%20REPORT.pdf
20
http://www.arb.ca.gov/cc/capandtrade/meetings/022416/arb.cpp.feb2016.pdf (at 4).
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IV.

Natural Gas Supplier Allocation

For all the reasons stated above and in previous comments,21 we strongly support staff’s proposal
to accelerate the consignment schedule for natural gas suppliers. Then, as now, we see no
justification for a ramp up to full consignment (we propose the above schedule for electric POUs
only as a compromise approach). With the current minimum consignment level at only 30%,
most of the carbon price in retail gas rates is muted, and the monetized allowance value that is
proposed to be returned to IOU households in Climate Credits (~$12-15, once a year) will not be
enough to drive meaningful additional reductions or to substantially raise awareness.
We accordingly support staff’s proposed Option 1, which would require full consignment
starting in 2021. Based on staff’s current proposed rulemaking schedule for the post 2020
program (with final regulations effective October 2017), that still affords gas suppliers ample
lead time to plan accordingly, but will resolve more expeditiously the cross-sector equity issues
and incentivize more reductions. As staff previously identified, reductions in natural gas use in
response to a price signal alone may be able to achieve more than half of the gas sector’s
emission reductions under the cap.22
Thank you for considering these comments. We look forward to engaging with staff and
stakeholders to develop a post-2020 program that supports California’s exemplary climate and
clean energy leadership.
Sincerely,

Alex Jackson
Legal Director, California Climate Project
NRDC
Cc:

Steve Cliff, via email (scliff@arb.ca.gov)
Mary Jane Coombs, via email (mcoombs@arb.ca.gov)
Bill Knox, via email (wknox@arb.ca.gov)
Eileen Hlavaka, via email (eileen.hlavka@arb.ca.gov)

21

See e.g. “NRDC Comments on the July 18 Workshop on Proposed Amendments to the Cap-and-Trade Program”
(August 2, 2013).
22
ARB, “Suppliers of Natural Gas: Background and Options,” slide 14 (June 3, 2013), available at:
http://www.arb.ca.gov/cc/capandtrade/meetings/060313/natural_gas_suppliers_workshop_presentation.pdf.
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TO:

The Honorable Mary Nichols, Chair
California Air Resources Board

FR:

California League of Food Processors

DATE: April 15, 2016
RE:

California League of Food Processors Comments -- Public Workshop on Cap-and-

Trade Regulation Amendments: Post-2020 Cap Setting and Allowance Allocation
Comments

______________________________________________________________________________
The California League of Food Processors (CLFP) is a non-profit trade association based in
Sacramento that represents food processing companies with operations in California.
With this workshop, the Air Resources Board (ARB) staff is beginning to look toward meeting the
state’s 2030 goals concerning emissions reductions. While CLFP understands that ARB is under a
directive from the Governor and Legislature to move forward, nevertheless there remain
outstanding issues surrounding ARB’s statutory authority that should be resolved before any
definite commitments are made by the state toward the 2030 goals utilizing Assembly Bill 32.
Interagency Cooperation Needs Improvement
The ARB continues to develop and promote cap-and-trade expansion in a relative vacuum.
Despite repeated assurances of inter-agency cooperation in the development of the regulations,
evidence of such continues to be absent from staff proposals and workshops. Regulatory
development and implementation of the Cap-and-Trade regulation remains siloed, blissfully
ignorant of other economic and regulatory factors that are impacting facilities subject to the
compliance obligation. Case in point, there are a number of current rate proceedings at the
California Public Utilities Commission (Commission or CPUC) that will have a huge impact on
industrial facilities well into the future. The Commission is currently deliberating on rates that could
increase natural gas transportation rates for noncore gas customers between 60% to 102%;
establish new base revenue rates well above current revenue requirements; establish new
protocols and penalties for system balancing. Aliso Canyon fallout will undoubtedly result in new
and evermore stringent regulation, the costs of which will filter down to customers as well.
Additionally, with these cost increases to the bottom line of industrials, will come an increased call
for an expansion of subsidized rates for the low-income. Add to that cost increases due to the
carbon adder and the impact on California’s economy will be noticeable to ever more Californians.
Inter-agency cooperation should mean more than agreement on development of carbon reduction
policy alignment. ARB and other agencies with authority to raise rates and increase costs should
make it mandatory to understand the cost/economic factors that contribute to increases
unassociated with carbon emission reductions. Costs of water, employment, energy costs, wages,
insurance, are all factors with which Cap-and-Trade facilities must contend, but which are given
little or no consideration in the implementation of AB 32.
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Purchased Electricity: CLFP opposes adding in purchased electricity under the compliance
obligation. Adding electricity will increase compliance obligation by at least 8% for even highly
efficient food processing facilities, even those that already employ clean technology. For
operations without such offsetting technology (back pressure steam generators, for instance)
counting purchased electricity will likely increase their compliance obligations significantly.
In the absence of grants, subsidies, and power purchase agreements where applicable, clean
energy technologies such as solar voltaic and solar thermal, are NOT cost effective and other
technologies that require significant facility modification, would be useless in keeping the cost of
compliance reasonable.
Industry Assistance Factor: CLFP supports 100% industry assistance to all trade exposed
industries for the third compliance period and continuing into post-2020 planning. ARB stated in
the workshop that there was no technical basis to support reducing the industry assistance factor
policy. Yet, currently there are no clear pathways for obligated facilities to obtain the necessary
support to remain viable in the post-2020 cap-and-trade regulated economy.
The Legislature has yet to direct that auction funds be set aside for exclusive use by cap-and-trade
facilities to increase energy efficiency and reduce emissions. Current incentive programs offered
through the utilities are also deficient, many having been imagined 30 years ago. They
requirements no longer fit the paradigm associated with the state’s goal of reducing carbon
emissions, especially at the trajectory the ARB is seeking to implement. Increasing carbon
emission reduction from the current 2% to possibly 4.4% annually will place burdens on both
industry and the California economy that are unprecedented. Where will facilities find the support
necessary to continue to meet such requirements? Currently, utility incentive programs can take
up to two or more years to finally result in upgrades, if they don’t collapse beforehand. Markets live
and die in much less time.
State research grants and loan programs still support the development of renewables and need to
be altered and aligned to support the carbon reduction paradigm in a way that facilitates industry
participation. Only by reviewing and redesigning these outdated programs to meet the new goals
of AB32 and the cap-and-trade regulation will industry be able to continue to remain competitive.
Allocation for natural gas – increase amount of consignment to auction: By increasing the
consignment to auction, the costs will increase to consumers. ARB should provide trade exposure
protection for these costs consistent with their electricity EITE policy.
Increase percentage use of offset credits: CLFP supports increasing the percentage for use of
offsets. CARB should give serious thought to adopting a policy to broadly allow the use of offsets.
ARB should revisit the unnecessarily restrictive quantitative limit on the use of offsets. The cost
containment potential for the broad use of offsets is undeniable, and we should be encouraging
development of a healthy offset development market in the state. Strict limits will dampen
enthusiasm and investment in these valuable and innovative projects.
Thank you for the opportunity to comment.
Should you have any questions or need additional information, please feel free to contact John
Larrea, Government Affairs Director: (916) 640-8150
2
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April 15, 2016
Rajinder Sahota
Chief, Climate Change Program Evaluation Branch
California Air Resources Board
1001 I Street – P.O. Box 2815
Sacramento, CA 95812

Re:
Natural Gas Utilities Group Comments on March 29, 2016 Workshop – Cap-and-Trade
Regulation 2016 Amendments: Post-2020 Allowance Allocation
Dear Ms. Sahota:
These comments are respectfully submitted jointly on behalf of investor owned, natural-gas
distribution utilities (IOUs): Southern California Gas Company (SoCalGas), Pacific Gas and
Electric Company (PG&E), San Diego Gas & Electric (SDG&E), Southwest Gas Corporation ,
and publicly-owned natural gas d istribution utilities (POUs): serving the Cities of Palo Alto,
Long Beach, and Vernon. All of the above utilities are referred to collectively as the "natural gas
utilities" or "Utilities". The comments address the California Air Resources Board (ARB)
Public Workshop on March 29, 2016 (“March 29 workshop”). Our comments address two
issues: 1) Post-2020 allowance allocation and consignment and 2) administrative costs.
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I.

POST-2020 ALLOWANCE ALLOCATION AND CONSIGNMENT
A.

Post–2020 Allocation

At the March 29 workshop, ARB staff proposed to continue the current allocation
methodology based on 2011-emissions. The natural gas utilities agree that allocating free
allowances protects ratepayers from rising greenhouse gas-reduction (GHG) costs and
offers transition assistance that gradually introduces a price signal across all portions of
California’s economy in the coming years. Therefore, the natural gas utilities support
staff’s proposal as it provides a fair allocation to help manage GHG-reduction costs for
California’s natural gas customers, but especially low-income customers who are
disproportionally affected by rising energy costs in all sectors.
B.

Post–2020 Consignment

ARB staff proposed three possible post-2020 options to escalate the percentage of
allocated allowances that must be consigned to auction by natural gas suppliers. The
above named Utilities oppose all three options for the following reasons.
Less than three years ago, California’s natural gas utilities and other stakeholders worked
together with ARB staff to determine the appropriate consignment rate of allowance
allocations under the Cap and Trade regulation (“C&T regulation”). This effort included
extensive policy discussions resulting in ARB’s decision of starting with a minimum 25%
consignment in 2015 and gradually increasing the minimum by 5% per year to 50% in
2020 with the goal of 100% consignment by 2030 (see page 16 of the September 4, 2013
Initial Statement of Reasons-Proposed Amendments to the California Cap on Greenhouse
Gas Emissions and Market-Based Compliance Mechanisms 1 and page 66 of the May
2014 Final Statement of Reasons-Proposed Amendments to the California Cap on
Greenhouse Gas Emissions and Market-Based Compliance Mechanisms 2). ARB’s
proposed changes overlook the documented reasoning for a more gradual transition to a
full price signal that remains sound today.
Additionally, the proposed change introduces regulatory uncertainty around procurement
activities for all market participants by suggesting that ARB staff may suddenly modify
allocation frameworks. The levels of consignment for natural gas suppliers were
designed to provide a balanced transition to a full carbon price-signal, mitigate market
risk, and manage costs for California’s natural gas customers. Altering the rate of
consignment, particularly some of the more aggressive options proposed, fails to
recognize the time needed to implement carbon reduction activities by both utilities and
consumers.

1

http://www.arb.ca.gov/regact/2013/capandtrade13/capandtrade13isor.pdf

2

http://www.arb.ca.gov/regact/2013/capandtrade13/ctfsor.pdf
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Further, no change in the consignment rate from 5% increase per year is needed to
improve market health—current consignment rates do not significantly impact market
liquidity.
Finally, the idea that full price pass through more closely aligns the natural gas utilities
with the electric distribution utilities (EDU) allocations fails to recognize the fundamental
difference in the assessment of compliance obligations between natural gas utilities and
EDU; the compliance obligation is allocated directly to the gas utility based on retail
sales, compared to point of generation or import in the electric sector. While the state’s
natural gas suppliers are working to increase the number and volume of natural gas
alternatives, supply is still too low to replace conventional natural gas at any significant
scale. This requires a longer transition period to full rate impact for consumers.
The natural gas utilities believe it is imperative for ARB to consider cost impacts from
the C&T regulation in light of all future customer bill impacts for both natural gas and
electricity, and to take into account the totality of bill increases that natural gas customers
will be facing, especially low income households and small businesses. This is
particularly important given that customers cannot currently distinguish between price
increases due to California’s greenhouse gas programs (no line-item cost) and other costs
such as those imposed by other regulatory changes.
II.

POST-2020 PROGRAM COSTS
ARB is proposing to disallow the use of allowance value to pay for certain program costs.
The California Public Utilities Commission (“CPUC”) Decision 15-10-032 dated October
22, 2015 states that “all necessary administrative costs to implement the natural gas
supplier Cap-and-Trade program should be recovered from GHG allowance proceeds.” 3
We would like clarification from ARB that program costs can be recovered as provided
by the CPUC, or a POU’s local regulatory authority, with no restrictions.

Again, the natural gas utilities thank you for this opportunity to comment on the March 29, 2016
Workshop – Cap-and-Trade Regulation 2016 Amendments: Setting Post-2020 Emissions Cap
and Allowance Allocation, and we look forward to additional dialogue as the amendments move
forward. Please contact Jerilyn Lopez Mendoza with Southern California Gas Company if you
have any questions or concerns about these comments.
Sincerely,

Jerilyn López Mendoza
Jerilyn López Mendoza
Environmental Affairs Program Manager – Air Resources Board
SoCalGas and on behalf of SDG&E

3

D.15-10-032, at 15.
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Claire Halbrook
Climate Policy Principal
Pacific Gas & Electric Company

Ed Shikada
Interim Utility Director
City of Palo Alto

John Olenick
Director/Gas Supply
Southwest Gas Corporation

Tony Foster
Business Operations Bureau Manager
City of Long Beach, Department of Oil and Gas

Dan Bergmann
City of Vernon
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Climate Change Policy Coalition
TO:	
  
	
  
	
  
FR:	
  
	
  
	
  
DATE:	
  
	
  
RE:	
  

	
  
	
  
	
  

Mary	
  Nichols,	
  Chair	
  
California	
  Air	
  Resources	
  Board	
  
	
  
Climate	
  Change	
  Policy	
  Coalition	
  
Formerly	
  -‐-‐	
  AB	
  32	
  Implementation	
  Group	
  
April	
  15,	
  2016	
  
	
  Public	
  Workshop	
  on	
  Cap-‐and-‐Trade	
  Regulation	
  Amendments:	
  Post-‐2020	
  Cap	
  
Setting	
  and	
  Allowance	
  Allocation	
  Comments	
  

	
  
The	
  AB	
  32	
  Implementation	
  Group	
  includes	
  industry	
  and	
  taxpayer	
  organizations	
  advocating	
  for	
  
policies	
  to	
  reach	
  AB	
  32	
  emission	
  reduction	
  goals	
  in	
  a	
  cost-‐effective	
  manner	
  to	
  protect	
  jobs	
  and	
  
the	
  economy.	
  	
  
	
  
The	
  California	
  Air	
  Resources	
  Board	
  (ARB)	
  should	
  clearly	
  state	
  its	
  position	
  regarding	
  the	
  extent	
  of	
  
its	
  authority	
  to	
  address	
  post-‐2020	
  emission	
  reductions.	
  It	
  is	
  in	
  the	
  best	
  interest	
  of	
  the	
  program	
  
to	
  avoid	
  litigation,	
  market	
  disruption	
  and	
  uncertainty	
  that	
  this	
  would	
  cause.	
  	
  
	
  
The	
  following	
  are	
  the	
  Climate	
  Change	
  Policy	
  Group’s	
  initial	
  comments	
  regarding	
  the	
  ‘post-‐2020	
  
cap	
  setting	
  and	
  allowance	
  allocation’	
  workshop.	
  	
  The	
  workshop	
  detailed	
  moving	
  forward	
  with	
  
plans	
  for	
  post-‐2020	
  yet	
  we	
  believe	
  there	
  remains	
  more	
  work	
  to	
  focus	
  on	
  prior	
  to	
  the	
  workshop	
  
issues.	
  At	
  a	
  minimum,	
  there	
  should	
  be	
  a	
  legislative	
  directive	
  to	
  develop	
  an	
  analysis	
  of	
  post-‐2020	
  
climate	
  policies	
  that	
  includes:	
  
	
  
Legislative	
  approval	
  is	
  required	
  for	
  post-‐2020	
  goals	
  below	
  the	
  1990	
  emission	
  levels.	
  At	
  this	
  
time,	
  the	
  ARB’s	
  statutory	
  authority	
  in	
  this	
  area	
  extends	
  only	
  to	
  maintaining	
  emissions	
  at	
  1990	
  
levels	
  and	
  no	
  further	
  reductions.	
  
	
  
A	
  requirement	
  that	
  post-‐2020	
  targets	
  be	
  evaluated	
  to	
  ensure	
  they	
  are	
  achievable	
  in	
  a	
  cost-‐
effective	
  manner.	
  A	
  robust	
  analysis	
  of	
  the	
  marginal	
  costs	
  and	
  technological	
  feasibility	
  of	
  
complying	
  with	
  any	
  proposed	
  post-‐2020	
  targets	
  will	
  provide	
  important	
  insights	
  into	
  the	
  
appropriate	
  target	
  levels,	
  the	
  best	
  timing	
  for	
  achieving	
  reductions,	
  and	
  what	
  other	
  incentive	
  
policies	
  should	
  be	
  embraced	
  to	
  offset	
  higher	
  than	
  acceptable	
  costs.	
  In	
  addition,	
  analysis	
  and	
  
specific	
  consequences	
  to	
  economic	
  sectors	
  negatively	
  impacted	
  by	
  emission	
  reduction	
  
programs	
  should	
  be	
  specifically	
  outlined	
  and	
  reported	
  in	
  economic	
  and	
  feasibility	
  analytics.	
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A	
  requirement	
  that	
  robust	
  and	
  regular	
  oversight	
  and	
  informational	
  hearings	
  accompany	
  the	
  
post-‐2020	
  climate	
  policies.	
  This	
  will	
  ensure	
  that	
  ARB	
  board	
  members	
  are	
  addressing	
  the	
  key	
  
policy	
  issues	
  important	
  to	
  both	
  legislators	
  and	
  stakeholders,	
  as	
  well	
  as	
  holding	
  to	
  the	
  
requirements	
  of	
  AB	
  32,	
  are	
  receiving	
  input	
  and	
  providing	
  the	
  necessary	
  guidance	
  for	
  further	
  
state	
  policy	
  development.	
  We	
  believe	
  ARB	
  should,	
  at	
  a	
  minimum,	
  review	
  each	
  current	
  
regulation	
  resulting	
  from	
  AB	
  32	
  and	
  determine	
  if,	
  (1)	
  the	
  regulation	
  has	
  accomplished	
  the	
  
intended	
  objectives	
  or,	
  (2)	
  if	
  the	
  regulation	
  has	
  failed	
  to	
  achieve	
  its	
  goal	
  and	
  may	
  simply	
  have	
  
placed	
  undue	
  burdens	
  on	
  California’s	
  businesses	
  and	
  consumers	
  without	
  
Reducing	
  our	
  GHG	
  emission	
  levels.	
  
	
  
A	
  provision	
  that	
  includes	
  a	
  review	
  of	
  the	
  original	
  AB	
  32	
  Scoping	
  Plan	
  Peer	
  Review	
  document.	
  	
  	
  
The	
  2008	
  Scoping	
  Plan	
  Peer	
  Review	
  document	
  provided	
  valuable	
  feedback	
  when	
  evaluating	
  the	
  
ARB’s	
  initial	
  Economic	
  Analysis	
  of	
  the	
  Scoping	
  Plan.	
  	
  These	
  nationally	
  recognized	
  experts	
  on	
  
environmental	
  and	
  economic	
  issues	
  raised	
  valid	
  points	
  that	
  should	
  be	
  reviewed.	
  	
  These	
  
concerns	
  include:	
  (1)	
  cost	
  of	
  scoping	
  plan	
  regulations	
  with	
  regard	
  to	
  the	
  increase	
  in	
  pricing	
  of	
  
consumer	
  goods	
  and	
  services;	
  (2)	
  the	
  impact	
  of	
  increased	
  energy	
  costs	
  that	
  will	
  affect	
  California	
  
companies	
  and	
  families;	
  (3)	
  the	
  impact	
  on	
  California’s	
  competitiveness;	
  and,	
  (4)	
  the	
  lack	
  of	
  a	
  
cost-‐effectiveness	
  analysis.	
  
	
  
A	
  provision	
  that	
  details	
  Agency	
  coordination.	
  The	
  nature	
  of	
  California’s	
  climate	
  change	
  policies	
  
necessitates	
  that	
  state	
  agencies	
  other	
  than	
  the	
  ARB	
  play	
  a	
  critical	
  role	
  in	
  implementing	
  AB	
  32	
  
regulations	
  and	
  laws	
  to	
  help	
  us	
  achieve	
  the	
  2020	
  GHG	
  emission	
  reduction	
  targets.	
  There	
  needs	
  
to	
  be	
  a	
  transparent	
  and	
  public	
  documentation	
  of	
  how	
  the	
  funding	
  to	
  implement	
  climate	
  change	
  
policies	
  is	
  being	
  coordinated	
  among	
  state	
  agencies	
  to	
  ensure	
  against	
  duplicative	
  spending	
  and	
  
project	
  efforts.	
  
	
  
A	
  requirement	
  that	
  emission	
  targets	
  sync	
  with	
  similarly	
  stringent	
  commitments	
  by	
  other	
  
states	
  and	
  countries.	
  	
  While	
  we	
  appreciate	
  the	
  efforts	
  made	
  by	
  the	
  Administration	
  and	
  the	
  ARB	
  
to	
  promote	
  and	
  encourage	
  other	
  states	
  and	
  nations	
  to	
  be	
  more	
  aggressive	
  in	
  their	
  climate	
  
change	
  policies,	
  the	
  fact	
  remains	
  there	
  is	
  much	
  to	
  be	
  accomplished	
  on	
  this	
  front.	
  	
  Any	
  emission	
  
reductions	
  anticipated	
  beyond	
  2020	
  should	
  be	
  analyzed	
  and	
  reported	
  in	
  the	
  context	
  of	
  
California’s	
  reductions	
  against	
  worldwide	
  carbon	
  emission	
  projections.	
  	
  
	
  
Focusing	
  specifically	
  on	
  the	
  workshop	
  ‘Cost	
  Containment	
  Features’	
  slide	
  -‐-‐	
  	
  We	
  are	
  concerned	
  
with:	
  incorporating	
  the	
  multi-‐year	
  compliance	
  periods	
  to	
  align	
  with	
  the	
  CPP;	
  the	
  proposal	
  to	
  
limit	
  (and	
  per	
  the	
  EJAC	
  recommendation	
  removal)	
  offset	
  cap	
  decline	
  options;	
  industry	
  
assistance	
  factor;	
  allocation	
  for	
  electricity	
  sales;	
  and,	
  changing	
  methane	
  global	
  warming	
  factor	
  
from	
  21	
  to	
  25	
  based	
  on	
  the	
  “Fourth	
  Assessment	
  Global	
  Warming	
  Potentials”;	
  and	
  establishing	
  a	
  
price	
  cap.	
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Including	
  California’s	
  cap-‐and-‐trade	
  program	
  in	
  the	
  submission	
  of	
  the	
  CPP	
  is	
  not	
  necessary:	
  	
  
ARB	
  has	
  indicated	
  California’s	
  cap-‐and-‐trade	
  program	
  will	
  be	
  the	
  keystone	
  to	
  comply	
  with	
  the	
  
Clean	
  Power	
  Plan	
  (CPP).	
  	
  We	
  concur	
  with	
  other	
  stakeholders	
  that	
  taken	
  together	
  California’s	
  
50%	
  Renewable	
  Portfolio	
  Standard	
  and	
  more	
  than	
  $1	
  billion	
  in	
  energy	
  efficiency	
  upgrades	
  will	
  
be	
  sufficient	
  to	
  meet	
  CPP	
  requirements.	
  	
  Thus,	
  the	
  inclusion	
  of	
  California’s	
  cap-‐and-‐trade	
  
program	
  is	
  not	
  necessary.	
  	
  ARB	
  should	
  not	
  cede	
  its	
  authority	
  of	
  the	
  cap-‐and-‐trade	
  program	
  to	
  
the	
  Environmental	
  Protection	
  Agency	
  (EPA).	
  	
  	
  
	
  
Limited	
  use	
  of	
  offset	
  credits:	
  	
  Our	
  organization	
  has	
  long-‐advocated	
  for	
  a	
  broad	
  use	
  of	
  offsets.	
  
We	
  urge	
  ARB	
  to	
  adopt	
  a	
  policy	
  to	
  broadly	
  allow	
  the	
  use	
  of	
  offsets.	
  ARB	
  should	
  revisit	
  the	
  
unnecessarily	
  restrictive	
  quantitative	
  limit	
  on	
  the	
  use	
  of	
  offsets.	
  The	
  cost	
  containment	
  potential	
  
for	
  the	
  broad	
  use	
  of	
  offsets	
  is	
  undeniable,	
  and	
  we	
  should	
  be	
  encouraging	
  development	
  of	
  a	
  
healthy	
  offset	
  development	
  market	
  in	
  the	
  state.	
  	
  Strict	
  limits	
  will	
  dampen	
  enthusiasm	
  and	
  
investment	
  in	
  these	
  valuable	
  and	
  innovative	
  projects.	
  	
  	
  	
  
	
  
Cap	
  Decline	
  Option:	
  	
  We	
  support	
  the	
  first	
  option	
  with	
  the	
  starting	
  point	
  of	
  1990,	
  it	
  maintains	
  
consistency	
  with	
  AB	
  32’s	
  goals,	
  regulatory	
  changes	
  will	
  not	
  be	
  substantial	
  and	
  market	
  
manipulation	
  would	
  be	
  more	
  difficult.	
  	
  
	
  
Purchased	
  Electricity:	
  We	
  oppose	
  adding	
  in	
  purchased	
  electricity	
  under	
  the	
  compliance	
  
obligation.	
  	
  Adding	
  electricity	
  will	
  increase	
  compliance	
  obligation	
  by	
  at	
  least	
  8%	
  for	
  even	
  highly	
  
efficient	
  facilities	
  that	
  are	
  already	
  employing	
  clean	
  technology.	
  	
  For	
  operations	
  without	
  such	
  
offsetting	
  technology	
  (back	
  pressure	
  steam	
  generators,	
  for	
  instance)	
  counting	
  purchased	
  
electricity	
  will	
  likely	
  increase	
  their	
  compliance	
  obligations	
  significantly.	
  	
  
	
  
In	
  the	
  absence	
  of	
  grants,	
  subsidies,	
  and	
  power	
  purchase	
  agreements	
  where	
  applicable,	
  clean	
  
energy	
  technologies	
  such	
  as	
  solar	
  voltaic	
  and	
  solar	
  thermal,	
  are	
  NOT	
  cost	
  effective	
  and	
  other	
  
technologies	
  that	
  require	
  significant	
  facility	
  modification,	
  would	
  be	
  useless	
  in	
  keeping	
  the	
  cost	
  
of	
  compliance	
  reasonable.	
  	
  
	
  
Industry	
  Assistance	
  Factor:	
  The	
  Industry	
  Assistance	
  Factor	
  is	
  a	
  key	
  cost	
  containment	
  
mechanism.	
  CCPC	
  recommends	
  that	
  ARB	
  extend	
  the	
  industry	
  assistance	
  factor	
  designated	
  for	
  
the	
  second	
  compliance	
  period	
  –	
  100%	
  of	
  sector	
  benchmark	
  -‐	
  into	
  the	
  third	
  compliance	
  period.	
  
Looking	
  at	
  California’s	
  program	
  in	
  isolation,	
  as	
  the	
  current	
  Cap	
  continues	
  to	
  decline	
  and	
  
opportunities	
  for	
  emission	
  reductions	
  become	
  increasingly	
  scarce	
  and	
  expensive,	
  there	
  is	
  a	
  
greater	
  need	
  for	
  industry	
  assistance	
  in	
  emissions	
  allocation	
  to	
  insulate	
  in-‐state	
  companies	
  from	
  
economic	
  advantages	
  that	
  would	
  otherwise	
  be	
  enjoyed	
  by	
  their	
  out	
  of	
  state	
  competitors.	
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Allocation	
  for	
  natural	
  gas	
  –	
  increase	
  amount	
  of	
  consignment	
  to	
  auction:	
  By	
  increasing	
  the	
  
consignment	
  to	
  auction,	
  the	
  costs	
  will	
  increase	
  to	
  consumers.	
  	
  ARB	
  should	
  provide	
  trade	
  
exposure	
  protection	
  for	
  these	
  costs	
  consistent	
  with	
  their	
  electricity	
  EITE	
  policy.	
  
	
  
Changing	
  Methane	
  Global	
  Warming	
  Factor	
  from	
  21	
  to	
  25	
  based	
  on	
  the	
  “Fourth	
  Assessment	
  
Global	
  Warming	
  Potentials”:	
  The	
  100	
  year	
  factors	
  are	
  the	
  only	
  appropriate	
  factors	
  for	
  any	
  
regulation	
  in	
  California.	
  We	
  oppose	
  this	
  change	
  unless	
  any	
  change	
  in	
  factors	
  are	
  done	
  for	
  all	
  
GHGs	
  and	
  must	
  be	
  done	
  on	
  the	
  baseline	
  inventory	
  and	
  1990	
  level	
  to	
  keep	
  clear	
  and	
  consistent.	
  
	
  
Establishing	
  a	
  price	
  cap:	
  ARB	
  proposes	
  to	
  use	
  one	
  of	
  the	
  recommendations	
  from	
  the	
  EMAC	
  to	
  
contain	
  costs.	
  However,	
  we	
  believe	
  and	
  the	
  EMAC	
  paper	
  states	
  that	
  the	
  more	
  powerful	
  and	
  
critical	
  tool	
  to	
  address	
  allowance	
  supply	
  issues	
  is	
  a	
  price	
  cap.	
  	
  We	
  strongly	
  recommend	
  
establishing	
  a	
  price.	
  	
  The	
  cap-‐and-‐trade	
  program	
  was	
  intentionally	
  back	
  loaded.	
  As	
  a	
  result,	
  we	
  
also	
  believe	
  that	
  all	
  cost	
  containment	
  measures	
  should	
  be	
  utilized	
  as	
  we	
  enter	
  a	
  potentially	
  
highly	
  constrained	
  market	
  in	
  2018.	
  
	
  
In	
  closing,	
  California	
  is	
  staying	
  the	
  course	
  with	
  regard	
  to	
  reducing	
  greenhouse	
  gas	
  emissions,	
  
let’s	
  give	
  other	
  states	
  and	
  nations	
  time	
  to	
  meet	
  California’s	
  standards	
  before	
  we	
  consider	
  
additional	
  climate	
  change	
  policies	
  goals	
  that	
  at	
  this	
  point	
  in	
  time	
  are	
  not	
  technically	
  feasible	
  yet	
  
are	
  costly	
  for	
  all	
  Californians	
  further,	
  they	
  and	
  not	
  authorized	
  by	
  the	
  Legislature	
  nor	
  in	
  statute.	
  
	
  
Should	
   you	
   have	
   any	
   questions	
   or	
   need	
   anything	
   further	
   from	
   us,	
   please	
   feel	
   free	
   to	
   contact	
  
Shelly	
  Sullivan	
  at	
  (916)	
  858-‐8686.	
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525 Golden Gate Avenue, 7th Floor
San Francisco, CA 94102
T 415.554.0725
F 415.554.1854
TTY 415.554.3488

April 15, 2016
California Air Resources Board
Via Electronic Submission
Comments of the San Francisco Public Utilities Commission (SFPUC) on
the March 29th Public Workshop on Cap-and-Trade Regulation
Amendments: Post-2020 Cap Setting and Allowance Allocation
Dear Sir/Madam:
The SFPUC supports the California Air Resources Board’s (CARB’s)
continuing efforts to reduce greenhouse-gas (GHG) emissions in 2050 to a
level 80% below California’s 1990 GHG emissions. This goal is consistent with
San Francisco’s own Climate Action Strategy and its adopted Electricity
Resource Plan goal of achieving a zero-GHG electric system for all of San
Francisco by 2030. 1 Today’s comments focus on the SFPUC’s role as an
Electric Distribution Utility (EDU) providing almost 1,000,000 megawatt hours
(MWh) of 100% GHG-free electricity to San Francisco’s municipal customers
and selected retail customers.
CARB’s March 29th workshop laid out CARB’s initial thoughts regarding the
framework for allocating cap-and-trade allowances for the post-2020 timeperiod. Based on these comments the SFPUC;
•
•
•
•

Supports the continued allocation of allowances directly to EDUs;
Supports CARB using the existing 2020 allowance allocation formula as
the starting point for determining the post-2020 allocation of allowances;
Is concerned over CARB’s proposal to directly allocate to industries
allowances associated with their electric usage; and
Supports CARB’s recognition that the wide-spread deployment of
electric vehicles (EVs) may require the electric utility sector to receive
additional allowances and that this option also be made available for all
other forms of electric transit.

Each of these points is elaborated on further below. The SFPUC recognizes
that this is the start of a longer-term process and looks forward to continue
working with CARB to finalize these proposals.

1

San Francisco currently is served by Pacific Gas & Electric (75%), the SFPUC (17%), and
various energy service providers (8%). The SFPUC serves all municipal load in San Francisco
(e.g. City Hall, fire/police stations, schools, SF General Hospital, SFO) as well as
redevelopment load located at Treasure Island and Hunters Point. San Francisco’s Community
Choice Aggregation (CCA) program, CleanPowerSF, will begin serving electric load in San
Comment Overview
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CARB Should Continue to Directly Allocate Allowances to Electric
Distribution Utilities (EDUs)
CARB is proposing to continue allocating allowances directly to EDUs, a
position the SFPUC supports. The direct allocation of allowances not only
helps EDU customers mitigate the higher costs they otherwise would incur as a
result of the cap and trade program but also recognizes the substantial role that
CARB has assigned to the electric sector in reducing GHG emissions. As
outlined in CARB’s AB32 Scoping Plan, California’s electric utilities are
responsible not only for achieving California’s Renewable Portfolio Standards
(RPS) and energy efficiency standards but also ensuring that there is sufficient
electric energy to support the on-going electrification of stationary and
transportation sources.
CARB Should Use the Existing 2020 Allowance Allocation Formula as the
Starting Point for Determining the Post-2020 Allocation of Allowances
The initial allocation of allowances to the electric utilities for the 2013-2020
time-period was largely worked out through consensus among the parties and
reasonably reflected the needs of each electric utility. The initial allocation also
addressed the SFPUC’s concern that any allocation recognize those electric
utilities such as the SFPUC that have already reduced their GHG emissions
significantly below those of other electric utilities.
CARB is proposing to use the existing 2020 allocation of allowances as the
starting point for allocating post-2020 allowances and then ramp down the
allocation as needed to meet CARB’s 2030 GHG-reduction targets.
The SFPUC supports this approach.
CARB’s proposal also leaves open the possibility of revising the post-2020
allocation formula to recognize significant changes such as the closure of
nuclear power plants or the closure/end of contract for coal-fired power plants.
Any changes to the 2020 allocation should be strictly limited to major and
significant events. CARB should not seek to unravel the overall allocation
formula established for the 2013-2020 period.

Comment Overview
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CARB’s Proposal to Directly Allocate to Industries Allowances
Associated with their Electric Usage Needs to be Studied Further
CARB is considering directly allocating to industries the allowances associated
with their electric usage rather than assigning them to the electric distribution
utility as is currently done. CARB already uses a similar approach to directly
allocate allowances associated with natural gas used by industries. The
SFPUC has several concerns and questions regarding this proposal as it
relates to electric energy.
First, it is unclear what purpose would be served by this change as the CPUC
and local regulatory authorities have already largely considered this issue in
allocating allowances and setting rates. For investor-owned utilities (IOUs),
the California Public Utilities Commission (CPUC) has already established
processes to allocate the revenues from their sale of allowances to affected
industries. Unlike the IOUs which are required to put all of their allocated
allowances up for auction, POUs may either put their allowances up for auction
or retain them to meet their own compliance obligations. In this case, the
affected industries would also receive the benefits of allowance revenues
through the POU’s electric rates being lower than otherwise.
Secondly, implementation of this proposal will be complex as it would require
CARB to “update energy- and product-based benchmarks to include purchased
electricity emissions before [the] post-2020 allocation” 2 for each of CARB’s 32
industrial classifications and 78 sub-groups.. 3
Third, unlike natural gas or other process fuels used by industry, all of which
have a similar GHG-emission profile, there is no connection between an
industry’s electricity usage and its GHG intensity. The GHG-intensity of electric
energy supplied to industries depends entirely on their energy supplier. Thus
the GHG-intensity of the electricity used by an industry could range anywhere
from zero to 1,500 pounds of GHG per MWh depending upon the resource
portfolio of their energy supplier. Generically utilizing CARB’s default emission
factor for electric generation (942 lb/MWh) which itself is purposely set high by
CARB 4, would end up over-allocating allowances to industries relative to the
statewide average GHG emission rate for electric utilities. Even if CARB uses
the statewide average GHG emission factor for the electric industry it would still
end up unfairly allocating the same amount of allowances to an industry
regardless of whether that industry was served by a utility with high GHGemissions or by a utility that has zero- or low-GHG emissions.

2

CARB March 29th Workshop Presentation, Slide 19
Based on Tables 8.1 and 9.1 of the Cap and Trade regulations
4
The default emission factor is based on the “marginal” emission rate of gas-fired generation in
the Pacific Northwest and is purposely set above the average emission factor for all California
electric generation.
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Adopting a “one-size fits all” approach for each industry would thus inefficiently
allocate allowances. A better approach may be to retain (and refine if
necessary) the existing system where EDUs can allocate allowance revenues.
CARB Should Continue to Explore Providing Additional Allowances to
Electric Utilities if the Deployment of Electric Vehicles (as Well as Other
Forms of Electric Transit) Exceed Expectations
CARB recognizes that the widespread deployment of electric vehicles (EVs)
may require the electric utility sector to receive additional allowances. The
SFPUC supports the concept of providing additional allowances for this
purpose. CARB should also consider expanding this allocation process to the
widespread deployment of other forms of electric transit such as electric buses
and light-rail vehicles. The SFPUC is the electric provider to the nation’s
largest fleet of GHG-free electric buses as well as San Francisco’s MUNI lightrail system. The expansion of existing electric bus service and the
electrification of additional bus lines both offer the same GHG-benefits and
increased electric load that the deployment of EVs does and mass transit
should be treated on an equal basis.
At the March 29th workshop CARB did not provide any additional details as to
the threshold of EV penetration above which additional allowances could be
allocated. The SFPUC looks forward to CARB developing this proposal further.
Conclusion
The SFPUC appreciates CARB providing an opportunity to comment on its
post-2020 proposals to achieve California’s GHG reduction goals. The SFPUC
looks forward to continuing to work with CARB as it further develops its
proposals.
Please feel free to contact me at (415) 554-1526 or at jhendry@sfwater.org if
you need any further information.

Sincerely,

James Hendry, Acting Manager,
Regulatory and Legislative Affairs
San Francisco Public Utilities Commission

Comment Overview
4

SFPUC Comments on CARB
Navigate to Table of Contents
Post-2020 Cap and Trade Program
cc:

Barbara Hale, Asst. General Manager, Power
Michael Hyams, Manager, Policy and Administration
Theresa Cho, Deputy City Attorney
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Claire Halbrook
Climate Policy Principal
State Agency Relations

1415 L Street, Suite 280
Sacramento, CA 95814
(916) 386-5711

April 15, 2016
Ms. Rajinder Sahota
California Air Resources Board
1001 I Street
Sacramento, CA 95812-2828
Re: March 29, 2016 Post-2020 Emissions Caps and Allowance Allocation Workshop
I.

Introduction

Pacific Gas and Electric Company (PG&E) appreciates the opportunity to provide comments on
the March 29, 2016 “Post-2020 Emissions Caps and Allowance Allocation Workshop”
(workshop). PG&E strongly supports California’s clean energy goals, including the Governor’s
Executive Order1 proposing a 2030 greenhouse gas (GHG) reduction goal of 40% below 1990
levels. We look forward to working with the California Air Resources Board (ARB), the
Legislature, and concerned stakeholders to craft legislation needed to codify the Governor’s
2030 GHG reduction goal.
PG&E’s comments focus on the following issues:
 PG&E prefers a straight-line cap decline trajectory
 ARB should explore changes to the post-2021 caps in light of the Clean Power Plan
 ARB should ensure the cap reflects changes to global warming potential values
 PG&E supports continued allocation to electric distribution utilities
 Implementation of ARB's proposed adjustment for large emissions-intensive, trade-exposed
entities must not result in cost shifting
 PG&E agrees that the electric distribution utility allocation should account for electrification
 PG&E supports continued allocation to natural gas suppliers
 ARB should maintain the current consignment rate for natural gas suppliers
II. Cap Setting

PG&E Prefers a Straight-line Cap Trajectory
At this time, PG&E favors staff’s proposed “Option 1,” a straight-line cap decline post-2020.
Without a greater understanding of ARB’s forecasted 2020 emissions and allowance prices, it is
difficult to take a position on staff’s proposed “Option 2.” If staff proceeds with Option 2 in its
forthcoming regulatory language, PG&E would recommend placing allowances equivalent to the
difference in the cumulative budget under Option 1 in the Allowance Price Containment Reserve
(APCR) to further reduce the likelihood that a tightening in the market results in unacceptably
high prices and triggers an “administrative intervention.”2
1
2

B-30-15
Slide 6 of materials for the April 5, 2016 Cost Containment Workshop
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PG&E supports extending the existing mechanism for addressing allowances that go unsold at
auction. Ensuring that unsold allowances are not permanently removed from the market may
prove critical in the post-2020 period when the slope of the annual allowance budget reductions
declines at a significantly steeper rate.
ARB Should Explore Changes to the Post-2021 Caps in Light of the Clean Power Plan
Staff’s cap-setting options do not appear to contemplate changes to the treatment of emissions
associated with electricity imports post-2021. In light of California’s and other Western states’
implementation of the Clean Power Plan (CPP), PG&E encourages ARB to consider a broader
range of cap-setting options. Specifically, PG&E recommends that ARB explore how it could
adjust the post-2021 caps to reflect future changes to the treatment of emissions from electricity
imports. In previous comments to ARB regarding this issue, PG&E encouraged ARB to:
 Perform modeling of its various options regarding imported electricity to inform its policies;
 Work with the California Independent System Operator (CAISO) to ensure the treatment of
imports under the ARB’s Cap-and-Trade Program promotes efficient dispatch in Western
power markets once the Clean Power Plan is implemented; and
 Explore linkage opportunities with States implementing mass-based programs as their CPP
State Plan as a way to achieve consistent GHG pricing in Western power markets.
We reiterate those comments here.
ARB Should Ensure the Cap Reflects Changes to Global Warming Potential Values
During the March 29 workshop, staff proposed changes to the global warming potential (GMP)
values for methane and nitrous oxide. However, it remains unclear if and how a 2030 cap of 210
million metric tons (MMT) was calculated in light of these new values. PG&E requests that ARB
provide additional information about how the post-2020 caps were adjusted to reflect these new
GWP values.
III. PG&E Supports an Electric Distribution Utility Allocation Methodology that Reflects

Customer Costs and Treats All Customers Equitably
PG&E Supports Continued Allocation to Electric Distribution Utilities
PG&E supports ARB’s recognition of the importance of continuing the allocation of allowances
to electric distribution utilities (EDUs) on behalf of California’s electric customers post-2020.
We agree with staff that EDUs are best positioned to return allowance value to Californians and
that “ratepayer protection” should remain a pillar of any allocation methodology, particularly
given historical and projected investments in clean energy (e.g. activities to implement the
provisions of Senate Bill 350).
Implementation of ARB’s Proposed Adjustment for Large Emissions-Intensive, Trade-Exposed
Entities Must Not Result in Cost Shifting
Equal treatment of all customers remains PG&E’s top priority. Whichever allocation approach
ARB proposes should not result in shifting costs from one customer class to another. To this end,
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PG&E is concerned about the methodology presented by staff for directly allocating allowances
to industrial entities above the “inclusion threshold” (25,000 MT) that are classified as
emissions-intensive, trade-exposed (EITE) entities to cover the pass-through of GHG costs
associated with electric consumption. We look forward to learning more from ARB about how
this change will be implemented. Additionally, although staff is pursuing an adjustment to the
EDU allocation to attempt to provide equitable treatment of all EITE entities regardless of
service territory, its different requirements for consignment for IOUs and POUs may advantage
EITE entities in POU territories, who may benefit from allowances allocated to and used directly
by POUs in addition to ARB’s proposed direct allocation to EITEs. In addition, ARB cannot
ensure equal treatment of EITE entities regardless of size. It is worth pointing out that the wide
majority of PG&E’s EITE customers fall below ARB’s inclusion threshold for the Cap-andTrade Program.
PG&E respectfully recommends that ARB share with the CPUC the information and
methodology it would use to determine a direct allocation to covered EITE customers and leave
it to the CPUC to ensure that value is returned in a timely manner. Since this work will need to
be done for all years prior to 2021 regardless of the treatment post-2020, it seems logical that it
could continue post-2020.
PG&E Agrees that the EDU Allocation Should Account for Electrification
PG&E supports staff’s proposal to increase EDU allocations in recognition of electrification
activities. PG&E recommends that these adjustments be made retroactively each year based on
the prior year’s electrification load. The current methodology for reporting residential electric
vehicle charging under the Low Carbon Fuel Standard (LCFS) is an excellent model from which
to draw. PG&E would also support using the average grid emissions rate developed for the LCFS
program when calculating changes to the EDU allocation. This load-based calculation is
preferable to an emissions-based approach that would attempt to assess which generation
resources serve electrification load and calculate the specific emission profiles of those
resources. Such an approach would prove administratively burdensome and likely require a
number of assumptions that may impact the accuracy of the information produced.
We also look forward to working with ARB and other stakeholders on developing methodologies
to account for additional electric vehicle charging that does not currently generate LCFS credits
(such as public and workplace charging, which are expected to grow over time), as well as other
sources of electrification.
IV. PG&E Supports Continued Allocation to Natural Gas Suppliers
PG&E supports staff’s proposal to continue the existing allowance allocation methodology,
which allocates allowances to natural gas suppliers on behalf of their customers. The proposal
provides a fair allocation to help manage the costs of GHG reduction activities in the natural gas
sector.
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V. ARB Should Maintain the Current Consignment Rate for Natural Gas Suppliers
ARB staff outlined three possible options for escalating the minimum percentage of allocated
allowances that must be consigned to auction by natural gas suppliers post-2020. PG&E opposes
changing the current consignment rate for the following reasons.
Less than three years ago, California’s natural gas utilities and other stakeholders worked
together with ARB staff to determine the appropriate consignment rate. This effort included
extensive discussions resulting in ARB’s decision to begin with a minimum of 25% consignment
in 2015 and gradually increasing the minimum by 5% per year to 50% in 2020 with the goal of
100% consignment by 2030. 3 ARB’s proposed changes overlook the documented reasoning for
a more gradual transition to a full price signal that remains sound today: “This transitional
approach allows for a price signal to end users while allowing them time to convert to lower
carbon alternatives.”4
Additionally, the proposed change introduces regulatory uncertainty around procurement
activities for all market participants by suggesting that ARB staff may suddenly modify
allocation frameworks. The level of consignment for natural gas suppliers was designed to
provide a balanced transition to a full carbon price-signal, mitigate market risk, and manage costs
for California’s natural gas customers. Altering the rate of consignment, particularly some of the
more aggressive options proposed, fails to recognize the time needed to implement GHGreduction activities by both utilities and consumers.
It is imperative for ARB to consider cost impacts from the Cap-and-Trade Regulation in light of
all future customer bill impacts for both natural gas and electricity, and to take into account the
totality of bill increases that natural gas customers will be facing, especially low income
households and small businesses. This is particularly important given that customers cannot
currently distinguish between price increases due to Cap-and-Trade or California’s other GHGreduction programs (e.g., there is no line-item cost) and other costs such as those imposed by
other regulatory programs.
Sincerely,
/s/
Claire Halbrook
Climate Policy Principal
Pacific Gas and Electric Company

3

Page 16 of September 4, 2013 Initial Statement of Reasons:
http://www.arb.ca.gov/regact/2013/capandtrade13/capandtrade13isor.pdf and Page 66 of the May 2014 Final
Statement of Reasons: http://www.arb.ca.gov/regact/2013/capandtrade13/ctfsor.pdf
4
Page 16 of September 4, 2013 Initial Statement of Reasons:
http://www.arb.ca.gov/regact/2013/capandtrade13/capandtrade13isor.pdf
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California Air Resources Board
1001 I Street
Sacramento, CA 95814

April 8, 2016

Submitted electronically via: www.arb.ca.gov/cc/capandtrade/meetings/meetings.htm
RE: Public Workshop on Cap-and-Trade Regulation Post-2020 Emissions Caps and Allowance Allocation
We commend ARB for engaging stakeholders on the important topic of cap-and-trade design post-2020
and want to thank ARB for their informative workshops and this opportunity to comment.
In over three years of implementation, California’s cap-and-trade program has proven to be a success.
Capped emissions are declining, California is adding jobs and growing the economy faster than the
national average, the state is able to create more wealth with fewer emissions, Quebec and California
are linked and holding quarterly joint auctions, almost all businesses have successfully complied with
cap-and-trade requirements, and California communities - especially low-income, pollution-burdened
communities - are seeing real benefits from cap-and-trade investments.
Because of this success we strongly support ARB moving forward with amendments to extend the capand-trade program beyond 2020 and believe this is the right time to do so. The cap-and-trade program
needs certainty about future emissions reductions in order to continue providing robust incentives for
reducing emissions. Similarly, because of the cap-and-trade program’s success to date, we believe that
there should be as much consistency as possible between the pre-2020 and post-2020 cap-and-trade
program with updates to meet post-2020 needs and to best address the policy objectives of the capand-trade program. We believe that ARB has successfully balanced the need for consistency and
flexibility to date and we look forward to seeing this continue.

In terms of this workshop topic, we would like to comment on three specific issues: cap setting
through 2020, requirements for natural gas utilities to consign allowances to auction, and
allocation to Electrical Distribution Utilities (EDUs).
Cap Setting
Linear reduction vs. adjustment for actual emissions:
We believe that it would be most appropriate to set the 2021 to 2030 cap based on the best
estimate of actual emissions. Setting the cap in order to create a smooth linear reduction
between 2013 and 2030 would unnecessarily loosen the cap, creating a surplus of carbon
allowances. Setting the cap based on the best estimate of actual emissions is consistent with
the cap setting strategy for the pre-2020 cap. There is no need for ARB to create additional
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allowances that represent the difference between the two cap setting strategies and place
those allowances in a reserve because there was no previous expectation about post-2020 cap
setting that ARB is required to honor. Rather, setting the cap based on a linear decline between
the best estimate of actual emissions in 2021 and the 2030 target is the real trajectory of
emissions reductions.
Fugitive Methane Emissions:
We believe that ARB should begin taking steps to accurately account for fugitive methane
emissions in the cap post-2020. In reality, all natural gas is already under the cap since
importers of natural gas and natural gas extractors have compliance obligations under the cap.
However, those compliance obligations are based on the emissions associated with combusting
that natural gas. When that natural gas is leaked from a pipe, for example, as methane, the
greenhouse gas impact associated with that now fugitive methane is much higher.
When ARB initially set the cap before compliance began, measurement techniques were not yet
sophisticated enough to accurately account for fugitive methane emissions. However, major
progress has been made since that time in the ability to measure fugitive or leaked methane.
ARB will need to do a thorough evaluation of the steps necessary to include fugitive methane in
the cap and an evaluation of the available data. Much of that discussion is beyond the scope of
these comments but we look forward to engaging with ARB on this topic. We do encourage
ARB to complete this effort in time to include fugitive methane in the post-2020 cap starting
with the 2021 compliance year.
Allowance Allocation
Consignment Requirements for the Natural Gas (NG) Sector:
EDF supports the staff proposal to increase the percentage of allowances NG suppliers are
required to consign to auction. Some transition assistance was appropriate. However,
increasing the consignment percentage for the NG sector will create more parity with electric
utility sector and create a more even price signal across the cap-and-trade program.
Furthermore, EDF supports ARB continuing to disallow a volumetric return of allowance value
to customers. In the electricity sector, the climate credit provided by utilities to households is
providing a progressive benefit that shields low-income customers from overall increased costs
while preserving an incentive to implement like energy efficiency that will lower electricity use.
Moving to 100% consignment without a volumetric return of value in the NG sector will have a
similar effect. EDF supports ramping up to a 100% consignment rather than jumping from 50%
to 100% between 2020 and 2021. However, EDF supports a ramp that will get to 100%
consignment as quickly as possible, preferably by 2021.
Including Purchased Electricity or Steam in Industrial Benchmarks:
EDF strongly supports ARB’s proposal to include purchased electricity and steam in the
calculation of industrial benchmarks, and strongly advocates that ARB apply EDU or purchaseComment Overview
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specific (in cases where an industrial source purchases electricity directly from and EGU, for
example) emissions factors. Applying EDU or purchase-specific emission factors will provide the
correct economic incentives to industrial sources to substitute between electricity and steam
supplied by an EDU, or other third party, and on-site combustion. In contrast, applying a state
average emission factor would unduly penalize sources of electricity and steam with emission
factors below the state average and unduly advantage sources with emissions factors above the
state average, potentially distorting technology choices of covered industrial sources and
leading to higher GHG emissions.
ARB should reduce the annual allocation to each EDU by an amount equivalent to the total
annual allowance allocation to industrial sources for electricity or steam purchased from that
EDU. This netting out should be conducted on an updating annual basis in concert with the
allocation to industrial sources for purchased electricity and steam. As opposed to forecasting
approaches, which would reduce the allocation to EDUs by projecting emissions associated with
purchases of electricity or steam by covered industrial sources, this approach guarantees that
allocations to EDUs are appropriately adjusted for net sales, avoiding under or over
compensation associated with sales of electricity or steam to covered industrial sources.
Allocation to EDUs for Increase End-use Electrification:
The question of whether and how to update allowance allocation to EDUs to account for
expanded electrification deserves further study and consideration. Driven by decarbonization of
the grid, electrification increasingly presents an opportunity for deep carbon reductions in a
variety of sectors, most notably the transport sector. As emissions in those other sectors fall,
increased demand for electricity will result in greater emissions associated with the electric
sector, potentially warranting greater allocation to fund direct investments in decarbonization.
That said, it will be critical that allowances are not used to blunt the carbon price signal in
electricity rates. Using allowances to distort the price signal in electric rates could potentially
disadvantage alternative technologies, leading to higher GHG emissions and delaying (or
derailing) critical innovations.
Another potential source of risk in updating allocations to EDUs stems from the method used to
update the allocations. If allocation are updated based on changes in load, as opposed to wellidentified instances of substitution toward electric alternatives (i.e., by measuring the change in
electricity demanded by the EV fleet, for example), there is potential to disincent energy
efficiency. That is, if allocation is based on changes in load, as opposed to changes in load
driven by specific, and well-quantified, instances of electrification, then EDUs will have a strong
disincentive to invest in activities that reduce load.
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April 15, 2016
LEG 2016-0298
Ms. Rajinder Sahota
California Air Resources Board
1001 I Street
Sacramento, CA 95814
SMUD Comments On Post-2020 Cap-Setting and Allocation
Thank you for the opportunity to submit comments about setting the overall cap and
addressing the allocation of allowances beyond 2020. SMUD supports continuing
California’s leadership on climate issues by continuing reductions of GHG emissions
beyond the 1990 level California is poised to achieve in 2020.
A. Setting the Post-2020 Annual Caps
SMUD generally supports “Option 2” presented by ARB Staff at the March 29th
workshop, constituting a linear declining annual cap starting from estimated 2020
emissions and ending with the expected 2030 capped level (2030 cap consistent with
40% below 1990 levels of GHG emissions). SMUD sees the end of the current Cap and
Trade structure post-2020 policy as an opportunity for ARB to “restart” the program in
2021 based as much as possible on actual emissions at the end of the decade. Climate
Change is driven by cumulative GHG emissions over time, and Option 2 will mean lower
cumulative GHG emissions in the 2020-2030 period, preserving California’s leadership.
However, ARB should realize that estimated 2020 emissions are just that – an estimate.
Many factors can affect the emissions path in the State over the next four years, so that
actual 2020 emissions will be different than an estimate made during this rulemaking,
particularly in the electric sector. Higher or lower economic growth than expected,
different resource choices or developments than expected, an explosive growth in a
new electrical end-use such as electric transportation or a dramatic uptake of some
energy efficiency policy, an unforeseen failure of a large resource or load – all of these
will to one degree or another change the actual 2020 emission signature from the
expected. For these reasons, SMUD suggests that any option that begins with
estimated 2020 emissions should be conservative. For example, for the electric sector,
ARB could use a CEC IEPR forecast that reflects high growth, high electrification, and
low efficiency as the basis for any 2020 estimate of emissions.
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SMUD also supports placing the difference in allowances between Option 1 (which
declines in a straight line between the current 2020 cap and the expected 2030 cap)
and Option 2 into the APCR. Again, Option 2 involves starting with an estimate, and
implies a ‘tighter’ allowance supply over the period. If emissions prove higher than
expected and allowance prices increase significantly, it will be important to have a
robust APCR to help constrain those price increases. Essentially, SMUD sees this
component of the construct as moving back to Option 1 if Option 2 proves to provide too
few allowances for demand.
B. Basic Allocation For the Electric Sector
SMUD generally supports the basic allocation structure presented by ARB staff for the
electric sector and electric distribution utilities within the sector. SMUD also supports
providing allowances to EDUs to cover the increased emissions from electrification.
SMUD does not support removing allowances from the allocation to EDUs and
providing commensurate allowances to the industrial sector to cover the carbon costs
included in on-site electricity use.
The proposed basic allowance structure where each EDU would be provided
allowances based on the 2020 EDU proportionate allocation, but declining over time by
multiplication by the post-2020 cap factor has the advantage of being simple and direct,
while generally supporting the need for compliance instruments of all the EDUs in the
State on behalf of their ratepayers. Providing allowances commensurate to compliance
need is reinforced by the proposed adjustments for known major changes in that need,
such as the scheduled expiration of a coal contract or a scheduled change in
procurement from a large zero-emission resource such as a nuclear facility. Basing
provision of allowances roughly on covering expected ratepayer compliance costs is
very similar to the current allocation rationale – providing allowances to each EDU, for
ratepayer protection, to generally cover their expected need through 2020.
However, because the proposed structure is not based on detailed forecasts of such
need, as the previous allocation structure for EDUs was, it is likely to result in greater
diversion from compliance need over time than has existed in the current allocations.
EDUs in California have significantly different growth potential and rates, and hence an
allocation that meets need in 2020 may be well short in 2030. In addition, the
renewable options available under the RPS include a variety of options that do not
provide the procuring entity a carbon benefit under the Cap and Trade structure, in
contrast to the current methodology that identified “need” through 2020. This means
that the 2020 starting point may not be as representative of 2020 “need” than may have
been expected when the allocation structure was developed, and this discrepancy
would be perpetuated with the proposed structure.
Nevertheless, SMUD sees the proposed basic structure as a viable platform on which to
build a final allocation structure with minimal disagreement among the EDUs. SMUD
suggests that the final structure could include a one-time “updating” of the 2020
proportionate allocations to reflect the difference between the current allocation in 2020
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and a more up to date estimate of compliance need that reflects the treatment of
renewables in the Cap and Trade structure and specific historic major adjustments that
were not reflected in the original provision of allowances through 2020 (such as the
retirement of San Onofre). Of course, care must be taken in such “updating” to address
the potential for individual EDUs to project a compliance need higher than what may be
truly expected, in order to get additional allowances. SMUD has previously commented
that the current allowance allocation structure for EDUs would be difficult to replicate
due to the potential for the inflation of compliance need.
Alternatively, SMUD supports a “sales-based” allocation structure for EDUs similar to
the benchmarking structure used for other industrial covered entities or the transition by
2030 of such a structure. SMUD supported such a structure during the initial
development of the Cap and Trade program and still believes the structure has distinct
advantages. In this structure, EDUs would receive allowances based on their
proportionate share of statewide electricity retail load in the previous year, based on a
“benchmark” amount of GHG per MWh of sales. This structure would have the
advantage of providing a continuing reward and hence incentive to those EDUs that
produce electricity from a lower-emitting resource mix. It also has the advantage of
automatically providing allowances to support electrification of the transportation sector
and other sectors, rather than requiring an additional “demonstration” of allowance need
to cover emissions that result from that electrification.
ARB could also begin with the basic proposed structure from the workshop, with
potential adjustments, and then transition by 2030 to a simple sales-based allocation.
Such a transition may be less controversial than starting in 2021 with a sales-based
structure, as by 2030 there will be substantially less variation in the amount of GHG per
MWh in California’s EDUs. This transition structure could still avoid much of the
complexity of demonstrating allowance need from electrification, as the most significant
needs for this purpose are likely to be later in the next decade (and beyond) rather than
earlier. A sales-based allocation, or transitioning to that by 2030, makes eventually
moving beyond 2030 simpler and easier to put in place.
C. Industrial Allowance Allocation Related To On-Site Electricity
SMUD opposes the proposal to reduce EDU allocations in relation to the amount of
electricity supplied to industrial covered entities being served by each EDU. The intent
of providing administrative allowances to EDUs was for ratepayer protection, to cover
the obligations the EDUs pass on to their customers (in addition to the costs of
complementary programs). EDU ratepayers include industrial covered entities, who
deserve the same ratepayer protection as other customers. There is no reason to shift
the allowances for this purpose from the EDUs to their industrial customers.
While the process at the CPUC for determining how the revenue from allowance sales
is returned to customers, particularly for industrial customers, has been complicated to
develop, SMUD’s sense is that the work has mostly been done and final implementation
is close. That effort is in effect “sunk costs,” and, going forward, the path should be
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easier. Making the dramatic shift now regarding EDU and industrial allowance
allocation implies starting over with a new structure, which will take time and be
complicated.
It is also not a problem that POUs follow different processes regarding allowance use
and allowance revenue than do the IOUs under CPUC oversight. There are many
differences among the many POUs in California and between POUs and the IOUs with
regard to rate structures and costs, service protocols, etc. that are longstanding and
simply just part of the structure of the electric sector. Any differential treatment of
carbon allowance costs and allowance revenue among this diverse group of EDUs is
not likely to be apparent as a significant cost or pricing factor to the industrial sector
overall.
In addition, unlike natural gas or other process fuels used by industry, all of which have
a similar on-site GHG-emission profile, there is a very diverse mix of resources
supplying electricity among the EDUs in the State, and these different portfolios result in
GHG intensities for industrial electricity supplied ranging from zero to 1,500 pounds of
GHG per MWh. To properly include coverage of embedded GHG from on-site
electricity use, ARB would have to develop and apply EDU-specific GHG factors for
electricity, and these factors would have to change every year depending upon hydro
conditions and changes over time in utility resources.
On the other hand, a simple use of the default emission factor for electric generation
would end up over-allocating allowances to industries relative to the statewide average
GHG emission rate for electric utilities, while providing a windfall to industrial covered
entities served by low intensity utilities and shorting industries covered by high intensity
industries. Just using the statewide average GHG emission factor for the electric
industry would avoid over-allocation in general, but would still end up unfairly providing
some in the industrial sector a windfall while shorting others.
These differences also make it difficult to justify providing allowances to industrial
customers for their on-site electricity use. The amount of carbon in each industrial
covered entities electricity use will vary significantly, and the embedded costs of
whatever carbon is included in that electricity will also vary based on the differential rate
structures among EDUs. This EDU-specific information will not necessarily be known
by industrial customers, requiring some other source of this information – likely the EDU
-- to provide the information annually, complicating verification of industrial source
emissions. The proposal sounds much more complex than the current structure,
whereby the administrative allowances are provided to EDUs.
SMUD also is concerned that the allowances proposed to be taken from the EDU sector
will be based on projections of load rather than equivalent to the allowances that will be
provided annually based on actual electricity use by each covered industrial customer.
This raises the possibility of a growing gap between the allowances removed from the
EDU sector and the allowances provided to our industrial customers.
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D. Additional Allowances for Electrification
SMUD appreciates the explicit inclusion of adding allowances to EDU allocations to
cover additional load and emissions from electrification. Electrification is an important
measure for achievement of Governor Brown’s goal of a 50% reduction in petroleum
use in vehicles by 2030. It is well established that, while electrification will generally
result in increased GHG emissions from the electric sector, there will be significantly
decreased emissions in the sectors or end-uses being electrified, so overall
electrification produces significant total GHG reductions. The increases in the electric
sector, however, would act as a barrier to electrification if not covered by allowance in
the Cap and Trade program. ARB staff proposes that these added allowances be
provided based on evidence of electrification, and requests comments on how to
quantify and verify the increased load due to electrification.
SMUD expects that the greatest amount of additional load will come from the
electrification of the transportation sector. There has been a dramatic growth in electric
vehicles deployed in the State in the last few years, and State targets and expectations
imply that this growth will continue to 2030 and beyond. Here, ARB should rely on the
demonstration and verification of increased electric load that is used to provide Low
Carbon Fuel Standard (LCFS) credits to opt-in EDUs in that program. The LCFS
program should yield accurate figures for load serving electric vehicles because the
integrity of that complementary program depends upon it. It would be efficient for the
Cap and Trade program to take advantage of the data from this complementary
program, which would also avoid potential confusion from two different sets of data on
vehicle load.
Electrification of other end-uses, such as water heating, space heating, etc. will likely be
relatively small in comparison to transportation electrification. In this sector, EDUs
could provide demonstration of the penetration of electric technologies for each end
use, and the standard end use intensities (EUI) that are used in forecasting models and
energy efficiency programs for various technologies (such as a heat-pump water heater
that has a specific rated efficiency). While individual installations can use different
amount of electricity depending on consumer behavior, etc., these standard values are
sufficient to provide good estimates of the electricity load involved. Verification would
then simply be verification of installation or penetration of the technologies – how many
were installed – rather than a complicated statistical analysis of before and after
electricity use.
In both cases, for transportation and for other end-use electrification, SMUD again
suggests that an alternative is to use a basic sales-based allocation overall for the
electric sector, or a transition to such an allocation structure by 2030. This allocation
structure automatically includes the increased load due to electrification, so relieves the
EDUs and ARB from coming up with a method of demonstrating and verifying the
electrification load.
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E. Allowance Value Clarification
With respect to the proposed additional clarification of disallowed use of allowance
value, SMUD supports including the prohibition of the use of allowance value to cover
basic program costs (MRR, COI fees, etc.), in addition to the current prohibition of use
to cover obligations from sales into the CAISO. SMUD does not believe that there
should be an explicit prohibition from using allowance value to provide a volumetric
return of value to ratepayers. ARB staff stated at the workshop that they do not intend
to monitor or regulate POU rate structures or proceedings, nor do they intend to direct
the CPUC’s ratemaking authority on this issue. SMUD suggests that ARB should not
establish an explicit prohibition that it does not have the authority to enforce, as that will
likely just elicit market confusion.
F. Eligibility For Allocation
At the March 29th workshop, ARB staff described the current methodology for direct
allocation to the electric, natural gas, and industrial sectors. A common part of direct
allocation in all three sectors is the requirement that in order to be eligible to receive the
allowances calculated for each sector (and entity), an entity must: 1) comply fully with
the mandatory reporting regulations (MRR) by reporting emissions and other data as
required; 2) receive a positive or qualified positive verification statement pursuant to
those MRR regulations; 3) fulfill all requirements for information submission necessary
to receive direct allowances by the specified deadlines in the Cap and Trade
Regulation; and 4) have an active CITSS account.
SMUD has two concerns. First, SMUD is concerned that small discrepancies in an
entity’s performance in MRR compliance or verification results may subject an entity to
complete loss of direct allowances allocated. An entity clearly must have a CITSS
account to receive allowances, but that can be set up relatively simply and quickly. The
MRR requirements are voluminous and the Cap and Trade regulations are complicated.
Entities should not lose the direct allowances they are entitled to under the
methodologies for each sector due to minor discrepancies in meeting every requirement
of these regulatory structures. The ARB should clarify that if the eligibility conditions are
not met in a particular instance, the ARB will consider whether direct allocations are
affected, either partially or wholly, based on the nature of the “violation”.
SMUD’s second concern is the description that condition 3 above – fulfillment of all
requirements for information submission necessary to receive direct allowances by the
specified deadlines – appears to be an ‘added’ eligibility condition that is not in Section
85980 of the Cap and Trade regulations. While this may be something similar to
needing a CITSS account in some cases (if you do not provide the necessary
information, how can CARB provide allowances), in other cases it may be again that a
slight discrepancy in information provided or by when that information was provided
implies no real impediment to the eventual calculation of and provision of direct
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allowances. Similar to the first concern, SMUD believes that ARB should be flexible in
the interpretation of these questions.
G. Continuation of The Voluntary Renewable Electricity Program
At the March 29th workshop, ARB staff suggested that since less than 15% of the
Voluntary Renewable Electricity (VRE) allowances available were retired in the first
compliance period that no further VRE allowances will be set aside in the post-2020
compliance period. SMUD believes that ARB is acting prematurely on this issue, and
supports a continued VRE set aside allocation post-2020.
SMUD relies on the VRE program to ensure promised carbon reductions to our leading
Greenergy voluntary renewable program. SMUD suggested in one of the preliminary
workshops last fall that ARB should be prepared to expand and extend the VRE
program given the potential for new voluntary green pricing participation pursuant to
SB 43 and more recently SB 350. It was just in January of this year that PG&E, SCE,
and SDG&E received permission from the CPUC to establish their voluntary green
pricing programs pursuant to SB 43. Depending on the uptake of voluntary solar
procurement under this new program (and potential similar programs at SCE and
SDG&E), the VRE allocation as it stands could be fully used by 2020. SMUD’s
Greenergy program is also undergoing a period of rapid expansion, with participation
increasing by more than 50% in the last year or so.
ARB’s contention that the VRE program is undersubscribed is based on only two years
of program operation that occurred before the new programs and recent growth. ARB
should await more information about how this expected growth impacts VRE program
participation before determining that no further set aside is required. Otherwise, ARB
runs the risk of stopping the growth of, and even causing declines in, these clean
energy options as consumers realize their voluntary efforts are not providing GHG
reductions as expected.
ARB staff also suggested that they are considering changes to allow VRE eligibility for
projects that meet Solar Electric Incentive Program Guidelines, or the State’s varied
SB 1 programs. This proposal has three problems.
First, while the SB 1 program has been wildly successful in increasing the growth of
distributed generation in the State, it is now entering a stage where incentive budgets
are ending as required by the law, so much of the action specifically taken under the
program to install systems has already occurred. Adding eligibility for VRE is not
necessary for already installed systems, and going forward, it is not clear how or
whether additional systems will participate in any similar program.
Second, adding SB 1 systems to the VRE program is a significant expansion, and may
then use up the budgeted allowances leaving voluntary green pricing programs – the
initial purpose of the VRE – high and dry in terms of continued assurance that GHG
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reductions are continuing for green pricing participants. Again, it is premature to make
such dramatic changes to the VRE.
Third, it is unclear administratively how the tens of thousands of individual participants
in the SB1 program could be easily included in the VRE program. With voluntary green
pricing programs, it is the EDU that is participating in the VRE program on behalf of the
participants signed up for the program. With the SB 1 systems, EDUs do not
necessarily have the same representational relationship that can ease the
administrative burden of VRE participation.
Respectfully submitted,

TIMOTHY TUTT
Program Manager, State Regulatory Affairs
Sacramento Municipal Utility District

WILLIAM W WESTERFIELD, III
Senior Attorney
Sacramento Municipal Utility District
cc:
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First Name: Bruce
Last Name: Ray
Email Address: bruce.ray@jm.com
Phone Number:
Affiliation: Johns Manville
Subject: Comments of Johns Manville on CARB Post-2020 cap/allocation workshop on
March 29, 2016
Comment:
Johns Manville (JM) operates a fiber glass insulation manufacturing
plant in Willows in Glenn County about an hour north of Sacramento.
The JM Willows plant is designated ARB ID No. 104122 and falls
within NAICS Code 327993 (mineral wool).
We attended the March 29, 2016 workshop on “Cap-and-Trade
Regulation Post-2020 Emissions Caps and Allowance Allocation” and
offer the following comments:
•
The JM Willows plant participates in the current cap and trade
program. At the end of the current program in 2020 we expect to be
in allowance surplus. At the workshop I requested that staff
confirm that JM can carry over our pre-2020 surplus into the
post-2020 program for use in meeting our post-2020
compliance/surrender obligations. This was in fact confirmed by
staff response and will guide our compliance strategy going
forward.
•
Clarification is needed on whether net electricity will be
accounted for at the state-wide emission factor or at the
individual provider’s portfolio’s numbers. It should be noted that
those latter numbers may not be available in time for submittal to
CITTS. CARB should also clarify if the statewide numbers will be
adjusted year over year.
•
For strategic planning purposes, the numbers CARB will use as
electricity emission factors should be published well in advance.
•
CARB should clarify how including direct allocation for
purchased
electricity will affect the current mandatory participation
threshold of 25,000 MT CO2e per year as well as the mandatory
reporting threshold of 10,000 MT CO2e per year.
At the March 29, 2016 workshop, staff announced that there will
soon be scheduled a workshop on leakage risk. Industrial allowance
allocations and leakage are closely related. Accordingly, we look
forward to the leakage workshop and will be submitting additional
comments on both leakage and industrial allocations.
Thank you,
Bruce D. Ray, Director of Governmental and Regulatory Affairs,
Associate General Counsel
Johns Manville
717 17th Street (80202) | Denver, Colorado 80217-5108
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Panoche Energy Center 43833 W. Panoche Road, Firebaugh CA 93622

April 15, 2016

E‐Filing: http://www.arb.ca.gov/lispub/comm2/bcsubform.php?listname=caps‐allocation‐ws&comm_period=1

Rajinder Sahota
California Air Resources Board
1001 I Street
Sacramento, CA 95812-2828
Re:

Panoche Energy Center LLC Comments on Potential Cap-and-Trade
Regulation Amendments Re Tuesday March 29, 2016, Workshop

On behalf of Panoche Energy Center LLC (“PEC”), we would like to thank the Air
Resources Board (“CARB” or “Board”) and its Staff for the opportunity to comment on potential
amendments to the Cap and Trade Regulation prior to any formal proposal. This timing allows
for a robust, informal discussion of important issues that will significantly impact PEC.
PEC is a large natural gas peaking plant with a tolling agreement (“PPTA”) for the
exclusive sale of electric power to Pacific Gas & Electric Company that was signed in March
2006. PEC’s PPTA does not allow PEC to recover the cost of its emissions, and PEC has been
awarded Legacy Contract Transition Relief for the first and second compliance periods, per
Section 95870(g).
PEC’s comments on the proposal for discussion emerging from the CARB workshop on
March 29, 2016, are limited to a single bullet on a single slide. That brief entry proposes that
additional Legacy Contract Transition Relief will not be offered in future compliance periods to
Legacy Contract generators without industrial counterparties, thus excluding PEC from future
Legacy Contract Transition Relief.
PEC has actively participated throughout the CARB regulatory process related to the Cap
& Trade program, and has an understanding of the positions taken by Staff over time related to
Legacy Contract Transition Relief. Since the initial adoption of the Cap and Trade Regulation
and following CARB’s award of Legacy Contract Transition Relief, PEC has continually sought
in good faith to secure a just and reasonable contract amendment with its counterparty on terms
similar to settlements entered into with other entities in PEC’s position. PEC has repeatedly
approached its counterparty to negotiate a resolution directly and through the offices of the
California Public Utilities Commission (“CPUC”), CARB, and others, all to no avail. The
legacy contract relief granted to PEC, while critical to PEC, did not impact our counterparty and
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provided no incentive to our counterparty to negotiate a settlement. Likewise, the proposed
cessation of Legacy Contract Transition Relief would only harm PEC, and, as such, PEC must
object.
PEC would like to initiate follow up dialogue with Staff on this issue to find an
acceptable solution -- a result that PEC has actively pursued for the past several years. As noted
in prior comments, without a restructuring of either PEC’s PPTA or the structure of CARB’s
Legacy Contract Relief for Entities without Industrial Counterparties, there will be material
negative financial impacts to PEC and its bondholders. Two current reports from major credit
agencies who reviewed PEC’s Cap and Trade situation and independently determined that if
PEC is required to bear GHG compliance costs without relief, the credit rating for PEC’s senior
bonds likely will be downgraded, perhaps by as much as two notches.
Staff has consistently expressed a preference for negotiations between parties to Legacy
Contracts. Over the last four years, PEC has attempted negotiations with its Legacy Contract
counterparty without success. PEC will continue its good faith efforts to pursue a just and
reasonable amendment to its PPTA on terms similar to those approved by the CPUC for
similarly situated generators. PEC believes that the resolution of this issue by settlement
negotiations with its counterparty is unlikely however, as its counterparty appears to have no
business incentive to negotiate a resolution at this time.
Therefore, PEC believes now is the time to develop a new approach moving forward. We
look forward to engaging on this issue. If you have any questions, please contact me at (781)
292-7007, or Robin Shropshire at 406-465-2231, rshropshire@ppmsllc.com.
Sincerely,
/s/
Warren MacGillivray
cc: Richard Corey-Executive Officer
Edie Chang-Deputy Executive Officer
Floyd Vergara-ISD Division Chief
Rajinder Sahota-ISD Assistant Division Chief
Mary Jane Coombs-Manager
David Allgood-CARB Staff
Eileen Hlavka-CARB Staff
Steve Cliff-Chairman’s Advisor
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15 April 2016
To: Rajinder Sahota, Chief
Climate Change Program Evaluation Branch, Industrial Strategies Division
California Air Resources Board, 1001 I Street, Sacramento, California 95814
Online Submission: www.arb.ca.gov/lispub/comm2/bcsubform.php?listname=caps-allocation-ws&comm_period=1

IETA COMMENTS ON CALIFORNIA AIR RESOURCES BOARD (ARB) WORKSHOP:
POST-2020 EMISSIONS CAPS AND ALLOWANCE ALLOCATION
The International Emissions Trading Association (IETA) is pleased to share comments on ARB’s 29 March
Workshop on potential amendments to California’s Cap-and-Trade Regulation related to post-2020
emissions caps and allowance allocation.

1. POST-2020 EMISSIONS CAPS
Setting an appropriate “cap” that specifies a fixed, declining amount of emissions allowable per year is
critical to achieving cap-and-trade program success and reaching California’s climate targets at least-cost.
IETA recommends taking the following questions into consideration to help guide California’s capsetting decision efforts. Such criteria can help officials evaluate the robustness and efficacy of a cap.
 Does the cap design drive a meaningful price signal based on demand and supply balances?
 Does the cap design facilitate trading?
 Does the cap design promote market liquidity?
 Does the cap design follow the principle of graduated scarcity creation to encourage innovation?
 Will the pace of graduated cap-tightening produce a balanced market over time?
IETA supports the current thinking outlined on Slide 6 of ARB’s workshop presentation. Maintaining
economy-wide coverage sources not only adds to the credibility of the program, but also maximizes capand-trade’s ability to help with price discovery and provide opportunities for trade. Further, updating
covered gases to the IPCC’s Fourth Assessment Report of Global Warming Potentials is demonstrative of
California’s laudable efforts to continuously review and improve-upon its existing market-based system.
IETA strongly supports ARB’s commitment to prioritize harmonizing the Cap-and-Trade Regulation
amendment process with linked partner jurisdictions. The benefits of strong linking partnerships are
clear: the bigger and broader the market, the wider the range of abatement opportunities and improved
efficiencies, driving-down program costs while driving-up clean projects, finance and investment. This
consideration is especially important for businesses facing regulatory exposure across multiple
jurisdictions. California should leverage its cap-and-trade experience to ensure that program rules and
processes with partner jurisdictions are complementary and readily adaptable to rapidly-changing policy
landscapes. This is particularly important, and with near-term relevance, when looking at Ontario.
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Successful cap-and-trade design must include the creation of scarcity of allowances over time and in a
predictable manner. In support of this basic tenet, we believe that Option 2 (Slide 8) provides the more
effective pathway to meet California’s climate target. This option aligns post-2020 caps with actual 2020
emissions levels, reinforcing the program’s intent to provide a clear, stable path for compliance planning
and clean investment. In contrast, Option 1 carries more risk of pricing volatility due to unintended market
behavior stemming from long-term fundamental oversupply. This could potentially result in perverse
effects on market behavior, such as decreased auction participation and secondary market illiquidity.
The successful transition to a low-carbon economy requires a broad, clear, and sustained price signal
during a clearly-defined timetable. As such, the APCR should reflect an appropriate price signal to manage
this transition while curbing potential upward price volatility spikes that would predominantly be borne
by consumers without incrementally incenting additional reductions. With respect to the questions posed
on Slide 9, we believe that implementing Option 2 should direct allowances equal to the “adjustment”
into a post-2020 Allowance Price Containment Reserve (APCR) – noting that this should not only occur
for the initial (1st) adjustment year, but rather the cumulative adjustments over the 2021-2030 period.

2. ALLOWANCE ALLOCATION
IETA supports an evidence-based, transparent and defensible approach to address potential
competitiveness and “carbon leakage” concerns under cap-and-trade. Such provisions should be
transitional in nature, reflect developments in climate policies in other jurisdictions, and be open to
regular “leakage assessments” and potential modifications. California’s post-2020 rules should also
account for the likely adoption of carbon pricing strategies by other jurisdictions, either as linked partners
or through some other mechanism. Further information and assessments of various jurisdictional
allocation approaches can be found in IETA’s White Paper on Competitiveness & Leakage Avoidance.

IETA appreciates this opportunity to record our comments. We remain committed to supporting the
successful growth of a vibrant, linkable market to help achieve California’s near and longer-term climate
goals. If you have questions, please contact Katie Sullivan (sullivan@ieta.org).
Sincerely,

Dirk Forrister
IETA President and CEO

2

IETA - Climate Challenges, Market Solutions
Geneva - Brussels - London - Melbourne - San Francisco - Toronto - Washington
www.ieta.org | @IETA | # MakingTheLinks
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L AW OFFICES OF SUSIE B ERLIN
1346 The Alameda, Suite 7, #141
San Jose, CA 95126
408-778-8478
berlin@susieberlinlaw.com

Submitted electronically
April 15, 2016
Rajinder Sahota
California Air Resources Board
1001 I Street
Sacramento, CA 95184
Re:

Comments of the Northern California Power Agency on March 29 Workshop
on Setting Post-2020 Emission Cap and Allowance Allocation

Dear Ms. Sahota:
The Northern California Power Agency 1 (NCPA) provides these comments in response to the
March 29 California Air Resources Board (CARB) Workshop on proposed amendments to the Capand-Trade Program Regulation related to setting the post-2020 emissions cap and allowance
allocation.
Determining the final post-2020 cap for the Cap-and-Trade Program and establishing the manner in
which allowances will be allocated to affected covered entities are critically important issues. The
following comments and recommendations are based on the information currently available and
NCPA’s understanding of Staff’s objectives. NCPA appreciates the opportunity to provide these
comments and looks forward to continuing to work with CARB staff and other stakeholders on
final resolution of these issues.
Post-2020 Cap Setting
Staff proposes to maintain the economy-wide cap post-2020, and puts forth two options for setting
the 2030 goal. Option 1 would entail a linear decline between the current 2020 and expected 2030
cap level. Option 2 sets a linear decline from the estimated 2020 covered GHG emissions and the
estimated 2030 cap. While CARB has not yet determined the final goal, which is dependent upon
the separate and ongoing analysis being undertaken as part of the Scoping Plan Update, of the two
options presented, Option 1 represents the best alternative moving forward. The final 2030 cap will
apply program-wide, regardless of the option selected. However, Option 2 would subject the
markets and compliance entities to significant uncertainty since the starting point would be based on
a currently unknown estimate of 2020 emissions. Based on CARB’s estimated projections for the
2030 cap,
1 NCPA is a not-for-profit Joint Powers Agency, whose members include the cities of Alameda, Biggs, Gridley,

Healdsburg, Lodi, Lompoc, Palo Alto, Redding, Roseville, Santa Clara, and Ukiah, as well as the Bay Area Rapid Transit
District, Port of Oakland, and the Truckee Donner Public Utility District, and whose Associate Member is the PlumasSierra Rural Electric Cooperative. NCPA owns, operates, and maintains a fleet of power plants that is among the
cleanest in the nation, providing reliable and affordable electricity to more than 600,000 Californians.
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Option 1 represents a 4.4% annual decline rate, which is a significant increase over the current 2-3%
annual rate of decline. This decline will continue to present a challenge for California’s compliance
entities. However, even with the greater reductions, Option 1, which represents a consistent
transition from the current program to the post-2020 program, would provide compliance entities –
and the markets – with the most seamless and certain path toward continued reductions. Of the
two options Staff presented during the Workshop, Option 1 is preferable.
Allowance Allocation
The post-2020 allowance allocation proposal set forth in the March 29 Workshop Presentation is
based largely on continuation of existing policies. This includes continuing to “implement current
industrial allocation policy” (Workshop Presentation, p. 14) and to “continue EDU allocation
through 2030 based on compliance obligation associated with supplied electricity.” For EDUallocation to individual EDUs, Staff's proposal is use the 2020 allocation, “with an adjustment for
utility-specific industrial emissions as the starting point, but account for planned changes in
electricity sources (e.g., planned coal divestiture, availability of nuclear resources).” (Workshop
Presentation, p. 23)
NCPA supports Staff’s proposal to continue with the existing allowance allocation policies adopted
by the Board in 2011, 2 and in particular, the allocation of allowances directly to EDUs for the
benefit of their ratepayers. The key principles upon which the preliminary EDU allowance allocation
was based included covering the distribution utilities’ compliance cost burden and recognition of
early investments. (2011 FSOR, p. 575) In doing so, the Board recognized that EDUs were
uniquely situated such that expenditure of allowance value by the EDU would most directly benefit
California’s electricity customers that would ultimately pay for the increased electricity costs
associated with covering compliance obligations for GHG emissions. The “purpose of allowance
allocation to the electric utilities is not for price mitigation, but to provide ratepayer relief while
maintaining the price signal.” (2011 FSOR, p. 2175) The original rationale for allocating allowances
directly to EDUs in 2011 is still valid today, and even more important in the post-2020 program as
greater emission reduction targets are mandated. Allocation of allowances to EDUs for the benefit
of their ratepayers has been demonstrated to be the best means by which to ensure that the value of
the allowance continues to directly benefit electricity customers.
Staff has proposed that this allocation continue to be based on the EDU’s cost burden, with
adjustments to the 2020 allocations to address known changes in electricity procurement. These
changes are anticipated to include such things as increased renewable energy procurement,
divestiture of coal resources and switching to state-of-the-art natural gas-fired generation, and the
changing availability of nuclear power. In order to properly establish the methodology for
calculating the projected cost burden, CARB should convene a working group to discuss the specific
utility documents and filings that can be used to calculate the EDU-level allocation. NCPA and its
member utilities look forward to working with CARB staff, other affected EDUs, and stakeholders
on the methodology for determining the appropriate number of allowances to allocate to EDUs.
Adjustment for Emissions Associated with Electricity Sold to Industrial Covered Entities:
While the Workshop Presentation sets forth an allocation scheme for the industrial and electricity
sector that is consistent with past policies, the proposal also includes a fundamental change. Staff
2 California’s Cap-and-Trade Program, Final Statement of Reasons, October 2011 (2011 FSOR).
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has proposed a revision to the allocation structure that would subtract allowances for industrial
sector electricity purchases from the baseline number of allowances allocated to EDUs, and allocate
allowances directly to covered industrial customers to cover their electricity purchases. If properly
and accurately calculated, this revised approach would not have a net impact on allocation of
allowances to EDUs based on their cost burden. Ensuring that industrial sector entity-specific
electric purchases align with the EDU-specific allocations, however, will necessarily involve a
complex methodology.
NCPA understands that this proposal is an attempt to address potential differences in the manner in
which allowance value is distributed to energy-intensive, trade-exposed (EITE) entities located in
different service territories. However, to the extent that this change would only apply to EITE
entities that are also covered entities, even this proposal will not result in absolute uniformity across
all EITE entities. Nor is such uniformity necessary. All EDUs are required to use the value of their
allocated allowances for the benefit of electric customers. That mandate includes industrial
customers – both those that are covered entities and those that are not. Indeed, allocation directly
to covered industrial customers could result in those customers receiving both freely allocated
allowances to cover their emissions, as well as the benefit of reduced utility costs resulting from the
EDU’s use of the value of their freely allocated allowances. In contrast, this scenario reduces the
beneficial impact to the EDU’s remaining electric customers. The proposal to revise the allocation
methodology associated with electricity sold to industrial sector covered entities diminishes the
ability of the EDU to ensure that the value of its allowances directly benefits the electric customers
on whose behalf the allowances were allocated.
To properly account for the proposed adjustment, the allowances must be accurately allocated based
on the emissions associated with the electricity sold. Based on the Workshop Presentation and
discussion, it appears that the methodology that will be used for determining the number of
allowances to credit to industrial customers differs from the projections that are contemplated for
determining the allowance adjustments for EDUs. As such, there is a chance that the reduction in
electricity sector allocations will not align with the industrial sector electricity purchases for which
EDUs will not receive allowances.
As CARB found in 2011, “Allocation to electricity utilities was chosen as the preferred method to
return the allowance value to those affected by this program. Because most industrial facilities and
Californians use electricity, returning allowance value via electricity utilities is the best alternative to
reduce the cost burden of this program. We modified the regulation to include 95892 that demands
electric utilities use allocation value to benefit ratepayers, which includes both industry and
Californians.” (2011 FSOR, p. 567) NCPA believes that maintaining the current allocation design is
best for the state. If there is to be a fundamental shift from this policy, NCPA is interested in
working with CARB to better understand the rationale and manner in which this significant change
in the allocation methodology would work. More information and a better understanding of the
manner in which the adjustment – both for crediting industrial customers and deducting industrial
sector emissions from the EDUs – is necessary in order to provide more meaningful comments on
the manner in which this proposal would be administered.
Demonstration of Transportation Electrification:
Staff proposes that allowances be allocated to EDUs to recognize the impacts of electrification
through “evidence-based allocation.” (Workshop Presentation p. 24) As such, Staff explained that
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an EDU must make a demonstration of the impacts of electrification on its GHG emissions, after
which allowances would be allocated. NCPA understands that rather than creating an electrification
baseline, CARB is looking at an after-the-fact assessment of electrification and an allocation of the
corresponding allowances in a future year. Staff is seeking stakeholder feedback on the way in
which to “quantify and verify increased load due to electrification.” (Workshop Presentation p. 24)
NCPA appreciates the recognition of the need to address the impacts on the electricity sector from
increased electrification of transportation and Staff’s recognition that these allowances would be in
addition to the post-2020 EDU sector allocation. (Workshop Presentation p. 23) Transitioning the
transportation sector to greater use of electric vehicles could result in significant reductions in the
State’s GHG emissions, especially as the transition expands well beyond electric vehicles to the
State’s shipping ports and major transportation hubs. In the Legislature’s clear direction to
encourage greater transportation electrification, there was also acknowledgment of the
corresponding impact of this transition on electric retail sellers and POUs from such electrification. 3
Allocation of allowances to EDUs will be a critical tool in helping to ensure that increased
electrification of transportation will not be accomplished to the detriment of electric utility
ratepayers. Consequently, establishing the correct metric for this demonstration will be both
critically important and challenging. In determining the appropriate demonstration, CARB must
ensure an accurate accounting and avoid imposing new and burdensome reporting or tracking
requirements, which could result in significant additional costs for EDUs, and especially smaller
POUs. It is also important that the pool from which these allowances will be drawn is appropriately
designated in order to ensure that there is no cost- or compliance-shifting, and that sufficient
allowances are available in each compliance period (or year, depending on the frequency of the
demonstration) to cover the associated emissions. NCPA also urges CARB to fully consider the
manner in which the existing policies and provisions regarding the Low Carbon Fuel Standard
(LCFS) will interact with this demonstration. Likewise, changes that will be a direct result of both
CARB’s and the California Public Utilities Commission’s implementation of H&S § 44258.5(b) will
also have a bearing on the impact of transportation electrification and potentially the demonstration
CARB is contemplating.
Consignment of Allowances to Auction:
Staff proposes to retain all of the existing provisions regarding the manner in which IOUs and
POUs consign allowances to auction. (Workshop Presentation p. 24) This includes what the
Workshop Presentation has termed “optional consignment” for POUs. Stakeholders must
understand that this alternative consignment option does not in any way alter the fact that POU
electric ratepayers receive the full value of the allowances allocated to the POU. NCPA agrees with
CARB's proposal to continue the current structure that allows POUs to place freely allocated
allowances into either the auction or directly into their compliance accounts. EDUs have different
business models and many POUs are largely vertically integrated. CARB’s original findings
recognized these differences and provided POUs with the ability to allocate allowances directly to
their compliance accounts or designate them for auction. (2011 FSOR, pp. 578-580) Strict
3 Health & Safety Code § 44258.5(b) provides: The state board shall identify and adopt appropriate policies, rules, or
regulations to remove regulatory disincentives preventing retail sellers and local publicly owned electric utilities from
facilitating the achievement of greenhouse gas emission reductions in other sectors through increased investments in
transportation electrification. Policies to be considered shall include, but are not limited to, an allocation of greenhouse
gas emissions allowances to retail sellers and local publicly owned electric utilities, or other regulatory mechanisms, to
account for increased greenhouse gas emissions in the electric sector from transportation electrification.
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provisions regarding the use of allowance value – both from allowances sold into the auction and
those placed directly into a POU’s compliance account – ensure that POU customers receive the full
benefit of value of those allowances. The use of that allowance value is thoroughly explained and
documented in a report filed with CARB each year, further ensuring the validity and integrity of the
program. There is no reason to alter the existing program or amend the provisions of 95892(b)(2).
Other Program Impacts
The March 29 Workshop was but one in a series of workshops designed to address the scope of
proposed amendments to the existing Cap-and-Trade Program and Mandatory Reporting Program
Regulations. Discussing the proposed amendments by topic facilitates more in-depth deliberation
on the various issue areas. At the same time, it is important that CARB Staff and stakeholders not
lose track of the inter-related nature of the various discussions. Compliance costs, modeling and
forecasts, cost containment provisions and measures, and potential amendments to compliance
periods all directly impact discussions relevant to cap-setting and allowance allocation. The manner
in which the allowances currently set-aside in the allowance price containment reserve are utilized –
either redistributed into the program or otherwise designated for future cost containment - will also
directly impact compliance entities. Likewise, any amendments to the underlying structure and
treatment of electric generation facilities subject to the EPA’s Clean Power Plan will also have
ramifications on the overall program. NCPA appreciates the more detailed discussions that come
out of the issue-specific workshops, but once these specific issues have been more thoroughly
developed, these matters need to be assessed holistically as part of comprehensive workshops prior
to moving onto formal regulatory revisions.
Conclusion
NCPA appreciates the opportunity to provide these comments and looks forward to working closely
with Staff and other stakeholders as the State works through these important issues. If you have any
questions regarding these comments, please do not hesitate to contact the undersigned or Scott
Tomashefsky at 916-781-4291 or scott.tomashefsky@ncpa.com.
Respectfully submitted,

C. Susie Berlin, Esq.
LAW OFFICES OF SUSIE BERLIN
Attorneys for the:
Northern California Power Agency

cc:

Craig Segall
Mary Jane Coombs
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compliance obligation or used to fund various emissions reduction activities. If that customer grows to
the point that it now has a cap‐and‐trade compliance obligation and receives allowances directly for its
purchased electricity, it will receive the benefit from both the allowance value and the lower electricity
bills. This customer would be “double‐dipping” free allowance benefits. Correcting such an issue would
require the industrial entity to report its change in status to MID. MID would then need to adjust its
rate structure accordingly to correct the issue. The opposite scenario also applies, in which the
industrial entity receives no free allowance benefit. Enabling the proposed adjustment to allocation
would pose a significant administrative burden and would be neutral in benefit to the industrial entities
versus the current system.
Additionally, relying on forecasted industrial load to determine future EDU sector allocations could
contribute to over/under allocation. Because industrial load growth varies widely between EDUs,
applying a single load growth assumption to all EDUs would produce winners and losers. EDUs with
higher actual industrial load growth than projected would be harmed, while those with lower growth
would benefit.
Reduced Funding for Emissions Reduction Programs
Direct allowance allocation to industrial entities for purchased electricity would reduce funding for
emissions reduction programs. According to §95892(a) of the Cap‐and‐Trade regulation, “any allowance
allocated to electrical distribution entities must be used exclusively for the benefit of retail ratepayers of
each such electrical distribution utility, consistent with the goals of AB 32, and may not be used for the
benefit of entities or persons other than such ratepayers.” If instead these allowances are given directly
to covered industrial entities, their value will shift from programs supporting electric customers and the
goals of AB 32 to industrial entities’ sources of revenue. This would be contrary to ARB’s demonstrated
goal of driving as much emissions reduction investment as possible. Even if the industrial allocated
allowances are distributed with similar usage restrictions to EDU allocations, EDUs are historically better
positioned to implement broad emissions reduction programs than individual industrial companies.
The value of free allowances that POUs employ to fund emissions reduction activities is spread amongst
each of the POUs’ electric customers. As such, each electric customer receives a benefit from the POUs’
free allowances. If covered industrial entities were to receive their free allowance benefit from directly
allocated allowances while receiving the benefit of the POU’s emissions reduction programs, then this
would present another case of “double‐dipping” free allowance benefits. These industrial entities must
then pay their fair share to support the POUs’ allowance‐funded programs. The necessary allocation of
program costs per customer would be difficult to allocate equitably, and for some types of projects,
even impossible. Such an allocation would also likely contribute to the effect on the “winners and
losers” discussed above.
Costs of Direct Allowance Allocation
The costs of direct allowance allocation to industrial entities for purchased electricity outweigh the
benefits. In summary, the benefits of direct allowance to industry seem only to be:



More similar treatment of POU customers to investor‐owned utility customers; and,
Industrial customers get better information on the benefit they receive from free allowances.

Whereas, the costs would include:
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benefit of our electric
customers.
Sincerely,
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Greg Salye
Interim General Managger
Modesto Irrigation District
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Roseville Electric

2090 Hilltop Circle
Roseville, California 95747-9704
Reliable Energy. Dependable Service.

April 15, 2016

Ms. Rajinder Sahota
California Air Resources Board
1001 I Street
Sacramento, CA 95812-2828
Re: Comments of Roseville Electric on the March 29, 2016 Public Workshop on Cap-and-Trade
Regulation Post-2020 Emissions Caps and Allowance Allocation

Roseville Electric appreciates the opportunity to provide comments to the California Air
Resources Board (CARB) on its March 29, 2016 “Cap-and-Trade Regulation Post-2020 Emissions Caps
and Allowance Allocation” workshop (workshop). During the workshop, CARB staff discussed setting
post-2020 emissions caps as well as post-2020 greenhouse gas (GHG) allowance allocations.
A Publicly Owned Utility (POU) established in 1912, Roseville Electric is located in Northern
California and serves over 57,000 customers, with an annual electricity load of over 1.1 million MWh.
Roseville Electric appreciates the workshop discussion facilitated by CARB staff, and supports CARB’s
efforts to achieve the goals of AB 32. Roseville Electric’s comments on specific issues raised in the
workshop are as follows:
•
•

Roseville Electric supports Option 1 (a linear decline between current 2020 and expected 2030
cap level) for cap-setting, as it will result in greater market certainty and regulatory consistency;
Roseville Electric believes quantifying and verifying load increase due to transportation
electrification is a complex issue. The most immediately urgent of these issues are regulatory
consistency, and developing guidelines for the additional, non-load GHG emissions reductions
electric vehicles (EVs) can provide.

1. Roseville Electric Supports Option 1 for Post-2020 Cap Setting For Less Market Volatility and
Greater Regulatory Consistency
During the workshop, CARB staff presented two options for setting post-2020 allowance caps:
•
•

Option 1 would be a linear decline between current 2020 and expected 2030 cap levels.
Option 2 would be a linear decline from estimated 2020 covered GHG emissions and the
expected 2030 cap.
Option 1 would represent a smooth transition from current cap levels, while Option 2 would result in a
currently unknown, but potentially significant, drop in allowances between 2020 and 2021. Roseville
Electric supports Option 1 because it will result is less market volatility and greater regulatory
consistency. In both cases, the same 2030 cap would be reached.
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Option 2 will result in greater market uncertainty and volatility, as well as potentially higher
prices resulting from speculation. All else equal, the larger the gap between 2020 and 2021 allowance
caps, the higher allowance prices would be expected to rise. Option 1 would ensure continued certainty
in the allowance market and an orderly transition into a low-carbon economy.
Adopting Option 1 would also ensure regulatory consistency with other aspects of the cap and
trade program. As CARB staff explained during their workshop presentation, free allowances are
distributed to protect electric ratepayers “from cost increases,” and for the purpose of transition
assistance, or to “ease carbon costs into the economy.” 1 It would seem to be inconsistent or even
contradictory to risk rate shock for ratepayers- particularly those in disadvantaged communities- or a
more abrupt transition between 2020 and 2021 for covered entities by implementing Option 2.
For the reasons stated above, Roseville Electric supports the adaptation of Option 1, or a linear
decline between current 2020 and expected 2030 cap levels.
2. Accurately Quantifying and Verifying Load from Transportation Electrification is Complex; the
Most Pressing Issues are Regulatory
a. Introduction
The CARB workshop presentation stated there would be “evidence-based allocation for
increasing electrification.” Additionally, CARB staff requested feedback “on appropriate data sources
and methodologies to use to… calculate [Electricity Distribution Utility, or] EDU-level allocation.” 2 In
other words, it is Roseville Electric’s understanding that CARB will require EDUs to quantify and verify
the additional load and associated GHG emissions from transportation electrification in order to be
credited allowances offsetting the GHG emissions associated with this additional load.
In principle, this is a straightforward goal; in practice, the accounting and verifying of additional
EDU load from transportation electrification will be complex, as there are several barriers as well as
interactions with other programs and aspects of electrical service. The most pressing issues are
regulatory consistency, and developing guidelines for the additional, non-load GHG emissions reductions
electric vehicles (EVs) can provide.
Accurate data are important to both CARB and the EDUs. Excess allowances would undermine
the price signal for reducing GHG emissions, while a shortage would result in an inequitable cost burden
spread across all ratepayers, including those who lack the wherewithal to purchase electric vehicles
(EVs). Therefore, Roseville Electric respectfully submits the following issues and regulations, for CARB
staff consideration in developing principles and guidelines for the verification and quantification of load
from transportation electrification.
b. Issues to Consider In Quantifying and Verifying Transportation Electrification
Ideally, an EDU would be able to identify when an EV is charging, utilizing sub or separate
metering paired with advanced metering infrastructure (AMI). This would allow quantification and
verification of the following: determination of which EDU should be credited with GHG allowances;
measurement of the kWh load; quantification and valuation of grid services provided by the EV, if any;
and verification of the GHG emissions associated with the EDU’s generation mix at the time of load,
1
2

Slide 12, March 29, 2016 workshop presentation.
Slide 24, Id.
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netted against the emissions of comparable conventional vehicles, to determine the net amount of GHG
emissions avoided and therefore the amount of GHG allowances that should be credited.
However, there are currently a number of barriers to obtaining this goal, the first two being the
most important in the near term:
1. CARB will need to reconcile allocating GHG allowances for transportation electrification with
other programs, such as the Low Carbon Fuel Standards (LCFS) and its credits, and determine
whether particular goals and guidelines are conflicting, complimentary, or redundant in order to
minimize the regulatory burden and cost on EDUs.
2. In the future, EVs may provide ancillary services or even electricity in the form of storage,
demand response, or demand side management. These services will likely provide additional
value, including GHG emissions reductions, and should be quantified and verified accordingly.
3. Not all EDUs will have AMI by 2020, and guidelines should be developed for EDUs which will
have limited to no AMI. Even among those which plan to have AMI by 2020, such as Roseville
Electric, it is unclear that AMI alone could identify EV load. A ratepayer may plug their vehicle
into a wall outlet, for example, or decline to assist the EDU in quantifying and verifying data.
4. The privacy and security of such granular, individualized data should be protected. While
developing the investor owned utilities’ voluntary LCFS plans for residential ratepayers,
identifying EV owners was an issue, as the DMV was unable to divulge individuals’ information
directly to investor owned utilities. Additionally, Roseville Electric is concerned that the cost and
resources required to secure such volumes of data in the future may represent a significant
regulatory burden.
5. Identifying the residences of EV-owning ratepayers is necessary, but insufficient for accurate
quantification and verification of load:
a. The performance characteristics of an EV, driving habits of the ratepayer, and driving
conditions will affect the amount of GHG emissions offset. In particular, partial EVs- such
as the more common hybrid vehicles today- will pose an additional quantification and
verification challenge.
b. Ratepayers may charge their EVs at work or during travel, which may be outside the
EDU territory in which their domicile is located.
c. Ratepayers may also move between EDU service territories, potentially leading to
inaccurate allocation of GHG allowances from transportation electrification during the
period in which the records are outdated.
6. Education and outreach efforts should be made in order to educate EV owners about the
benefits of transportation electrification and ensure maximum participation and accountability.
These are a few of the factors Roseville Electric believes CARB staff may wish to consider. At a
minimum, these issues highlight the need for conceptual framework to create a robust, carefully
considered set of guidelines in quantifying, verifying, and reporting the additional load from
transportation electrification. As explained below, CARB has already taken steps in addressing some of
these issues, although much remains to be done.
c. Current Regulatory Methodologies and Discussion Relating to Transportation
Electrification
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It is Roseville Electric’s understanding that the LCFS group within CARB has developed reporting
guidelines for electricity used as a transportation fuel, under Section 95481(a)(3)(D) of the LCFS
regulations. For residential EVs, the regulations essentially require either metering or an estimate based
on the number of non-metered vehicles multiplied by the “best available data” for daily average EV
electricity use and the number of days in the compliance period. Specifically, as explained in a recent
notice, CARB uses Department of Motor Vehicle (DMV) and Clean Vehicle Rebate Project (CVRP) data to
estimate LCFS credits for non-metered residential electric vehicle charging.
Additionally, the California Public Utilities Commission (CPUC) has recently issued Decision (D.)
16-01-045 on January 28, 2016, for Application (A.) 14-04-014 and Rulemaking (R.) 13-11-007 on
Vehicle-to-Grid Integration (VGI). Pertinent sections may include 3, which lists the decision’s guiding
principles; 5.7.12, Education and Outreach; 5.7.13, Bidirectional Power Flow; and 5.7.15, Electricity from
Direct Access Providers. CPUC staff have also published a VGI paper in 2014, discussing how and where
the resource is defined on page 24, in addition to metering and telemetry as well as communication
standards on page 31.

In summary, Roseville Electric recommends CARB adopt Option 1- a linear decline between
current 2020 and expected 2030 cap level- for cap-setting, in order to maintain regulatory consistency
and market certainty. Additionally, Roseville Electric recommends that CARB address the issues
surrounding transportation electrification, particularly to ensure regulatory consistency with other
programs and appropriately value the grid services EVs can provide. Roseville Electric appreciates the
opportunity to submit comments, and looks forward to working with CARB staff in developing solutions
to these issues.

Respectfully Submitted,
/s/_______________
David Siao
Electric Resources Analyst
Roseville Electric
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SOUTHERN CALIFORNIA PUBLIC POWER AUTHORITY
1160 NICOLE COURT
GLENDORA, CA 91740
(626) 793-9364 – FAX: (626) 793-9461
www.scppa.org

ANAHEIM • AZUSA • BANNING • BURBANK • CERRITOS
COLTON • GLENDALE • LOS ANGELES • PASADENA
RIVERSIDE • VERNON • IMPERIAL IRRIGATION DISTRICT

April 15, 2016 | Submitted Electronically
Ms. Rajinder Sahota
California Air Resources Board
1001 I Street
Sacramento, CA 95184
RE: SCPPA Comments on March 29, 2016 Public Workshop Regarding Setting Post-2020 Allowance
Allocations.
Thank you for the opportunity to provide these comments on the March 29, 2016 workshop and the ARB staff
presentations. The primary focus of the workshop was to solicit comments on setting post-2020 emission caps and
allowance allocations. This letter focuses on proposals related to allowance allocation and allowance value. A separate
comment letter will address both the cost-containment and cap setting proposals.
The Southern California Public Power Authority (SCPPA) is a joint powers agency whose members include the cities of
Anaheim, Azusa, Banning, Burbank, Cerritos, Colton, Glendale, Los Angeles, Pasadena, Riverside, and Vernon, and the
Imperial Irrigation District. Each Member owns and operates a publicly owned electric utility governed by a board of
elected local officials. Our Members collectively serve nearly five million people in Southern California.
SCPPA and its Members support the Air Resources Board’s (ARB) efforts to clarify the GHG regulatory regime as it is
extended to address the post-2020 timeframe. The March 29th workshop presented both minor and major changes to the
existing Cap and Trade Regulation (Regulation). Many of the more significant proposals were presented at a high level
that left SCPPA still with many questions and generated need for additional comments. SCPPA’s comments reflect our
best efforts to comment on the proposals directly and to address the issues specifically highlighted by the ARB staff, but
the scope and implications of these proposals require additional time, discussion and analysis. Since ARB has not
released important documents and analysis, including the anticipated industry leakage study, the comments below
reflect an initial review. SCPPA strongly recommends more detailed discussions with stakeholders and looks forward to
continued focus by ARB staff and management on the impact of these proposals and any policy alternatives.
Process Concerns
SCPPA is concerned with ARB’s fragmentary approach to presenting proposed amendments that represent
significant policy changes to the existing Regulation. The ARB has been holding a series of workshops focusing on
specific cap-and-trade issues, with separate comments deadlines lagging. In order to submit complete and thorough
comments, a better understanding of the complete picture of the studies and information not yet shared is required.
Additionally, staff has stated that additional subsequent rulemakings will be required to complete this process.
The implications of these policy decisions cannot be underestimated, nor can they be made independent from one
another. For example, staff is asking stakeholders to comment on the methodology shift related to post-2020
industrial allocations and its impacts before pertinent information like the long-awaited Leakage Report is released.
Likewise a subsequent rulemaking is required to determine the newly proposed electricity-included Product-Based
Benchmarks for industry customers. These unknowns directly impact SCPPA Members and interests of their
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customers and ratepayers. Apparently, the ARB is asking stakeholders to comment on the effects of its policy
decisions before those stakeholders know what those effects will be. It is critically important to the success of the
program that staff as well as stakeholders have the chance to examine the complete picture of what these policy
changes will look like before any final decisions are made. Rushing to a 45-day package, with the promise of 15-day
changes, is neither fair, nor acceptable, nor objective process for such an important and far-reaching rulemaking. We
respectfully request that ARB facilitate more robust and systematic stakeholder engagement opportunities prior to
the release of the 45-day language. SCPPA members, and we believe other stakeholders, fear that once this
regulatory milestone has passed, ARB’s ability to take-up critical stakeholder recommendations via 15-day revisions
will be limited and thus may not allow for adequate consideration of alternatives.
Staff Proposal for Post-2020 Allowance Allocation
Industrial Allocation
SCPPA requests additional time to comment on the proposal to transfer allowances from the Electric Distribution
Utilities to industry customers to allow the ARB to release the leakage study and benchmarking studies that will inform
evaluation of the policy changes.
This proposal is problematic on a number of fronts, primarily because while allowances may be transferred to industry
customers, the compliance obligation will remain with the First Deliverer of electricity to the California grid—the Load
Serving Entities (LSE). This is a fundamental change in policy affecting electric utilities, including Publicly Owned
Utilities (POUs). POUs will still need to meet the compliance obligation for GHG emissions but they will now have
fewer allowances with which to do so. POUs would also need to reconcile emissions reporting data with covered
industrial facilities, though currently, there is no compliance instrument in place for the industrial sector to report
emissions from its electricity usage. This change is being presented by ARB only weeks before staff proposes to
issue a 45-day package. It was noted in the workshop that the original rulemaking took 3 years; the exceptionally
condensed timeline for this process does not allow for adequate stakeholder analysis and planning.
This policy would require POUs to enter the market place, buy more allowances, and then pass this additional
expense on to ratepayers and customers through an increase in rates. This negates the overall purpose of the
allowance allocation to POUs, which is to reduce the sudden increase in cost impacts to ratepayers. SCPPA
appreciates that the ARB is attempting to compel public utilities to develop a concrete price signal for the cost of
carbon for its customers so that they will reduce their electricity usage. However, SCPPA’s Members, as POUs, do
not operate like Investor Owned Utilities (IOUs). POU rate structures may not be set up for this type of requirement
and are subject to the realities of local citizen and business owner control of the utility, and thus complex and political
rate-setting processes which can take several years to complete because true POU owners - the ratepayers - have
direct say and influence in the process. This includes potential issues with Proposition 26 requirements; as applied
here, POUs would be forced to pass any resulting rate impacts solely to industrial customers in their service area to
ensure that other customers would not be unfairly impacted by higher rates while only industrial customers enjoyed
the benefits.
ARB staff has not explained why the existing system for POU allocations cannot, or should not, continue or be
modified. SCPPA Members have made significant investments into reducing their GHG emissions profile, while at
the same time protecting their ratepayers. This is no small achievement. What ARB is currently proposing is a
wholesale change in the process, which will require a complete overhaul of all POU rates and administrative oversight
of this program. SCPPA requests that ARB provide additional information, analysis or supporting arguments as to
why this change is necessary.
It is believed that staff is concerned about a hidden price signal within POU territories. SCPPA appreciates this
concern, but does not believe that directly re-allocating electricity allowances to large industry is the way to achieve
sunshine on this price signal. Additionally, providing allowances based on a statewide industrial benchmark with a
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default emissions factor does not encourage reduced electricity usage in all areas of the state, and in fact, could
penalize industry located in some POU areas if the industrial base within their service territory does not meet average
statewide performance metrics such as those POUs that do not have long-term contracts with large-hydro generation
or other low emissions resources.
In addition to the proposed policy issues highlighted above, the resulting change will unavoidably bring substantial
administrative burdens. For example, not all utilities have Advanced Metering Infrastructure (AMI) to collect hourly
electricity usage data for their industrial customers. Those that do have AMI would still have the sizeable burden of
coordinating industrial facility specific data with the customer to ensure that accurate data is being reported. The
change also adds costs and uncertainties, such as the need to very accurately predict the future cost of compliance
with the program - yet the cost containment proposals are still just that. SCPPA Members’ rates are a cost recovery
mechanism only, and do not result in profit for the utilities. Unlike IOUs, SCPPA Members cannot simply pay fewer
dividends to their shareholders because Members need allowances to cover the emissions associated with electric
generation from their resources and would not generally receive auction proceeds to pass on. SCPPA needs to
calculate exactly what the cost will be to purchase the additional allowances necessary to cover the compliance
burden and put this number into its long-term rate structures. It should be noted that within SCPPA Member service
territories that there is a very high proportion of low-income ratepayers that could be significantly impacted by rate
increases to cover these new compliance costs. At this time however, there is not enough information available or
guidance from ARB for SCPPA to complete this analysis.
Use of Allowance Value
During the workshop, staff noted that they would be making clarifying amendments to the allocated allowance value
provisions. The slides state that POUs would be required to return the allocated allowance value in a non-volumetric
manner; however, the language on the slide as well as statements made during the workshop and the question and
answer period do not clearly indicate whether this provision would apply to all allocated allowance value or only to
the revenue that a POU receives from the consignment of allocated allowances. Application of this proposal to all
allocated allowance value would have a paramount impact on POUs which are vertically integrated in structure and
own substantially more generation assets than IOUs. Because it is unclear from the workshop which approach staff
is proposing and because this proposal has the potential to significantly impact POUs, it is requested that the
proposed clarification specifically indicate that is only applies to revenue from allowances that are consigned in
auctions.
Further, the slides were unclear as to how the listed allowed uses would be applied. Specifically, SCPPA requests
that the proposal be clarified to state that the allowed non-volumetric return of the value be applicable to the direct
return of revenue. If a POU ultimately has excess allowances and chooses to consign a portion, then they should be
able to have the choice to develop a program to return the allowance value on a non-volumetric basis or fund GHG
emission reduction programs such as energy efficiency and/or clean energy projects in lieu of a credit rebate
system).
Additional Allowances for Electrification
SCPPA is supportive of staff’s proposal to distribute additional allocations based on evidence of increased
electrification. Staff specifically asked for comment related to data sources and methodologies that should be used.
SCPPA and its Members are continuing to assess possible methodologies that would appropriately satisfy ARB’s
intent to verify the quantifications with evidence while avoiding unnecessarily cumbersome processes for EDUs. We
look forward to providing more substantive comment on this in the future. Though, SCPPA would like additional
information on this proposal as it relates to timing and impact on other sectors if additional allowances are provided
to the EDUs.
Thank you for your time and consideration. SCPPA not only welcomes additional opportunities for continued discussion
on these issues, but strongly encourages staff to better explain the need for such changes. The implications of staff’s
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proposals in the March 29th workshop will impact millions of ratepayers for the next decade. SCPPA strongly
encourages ARB to provide stakeholders more than a few weeks to digest and comment on these proposals. We have a
goal to ensure that the regulations ultimately put forth effective and fair regulatory programs.
Respectfully submitted,

Tanya DeRivi
Director of Government Affairs
Cc:

Sarah Taheri
Energy Analyst, Government Affairs

Craig Segall, ARB
Mary Jane Coombs, ARB
Brieanne Aguila, ARB
Patrick Gaffney, ARB
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April 12, 2016
Rajinder Sahota
Branch Chief
California Cap-and-Trade Program
California Air Resources Board (ARB)
1001 I Street
Sacramento, CA 95814

Re: Comments of Center for Resource Solutions (CRS) in response to the March 29, 2016 Workshop on
Cap-and-Trade Regulation Post-2020 Emissions Caps and Allowance Allocation
Dear Ms. Sahota:
CRS appreciates the opportunity to submit comments regarding potential 2016 amendments to the Capand-Trade Regulations discussed at the ARB’s March 29, 2016 Workshop on Cap-and-Trade Regulation
Post-2020 Emissions Caps and Allowance Allocation. Specifically, these comments pertain to slide 32 of
the ARB’s presentation on Voluntary Renewable Electricity (VRE) allowance retirement.
1. We strongly support the preservation and continued use of the VRE reserve account
mechanism1 to accommodate the voluntary markets for renewable energy in California.
Staff is proposing to continue Voluntary Renewable Electricity (VRE) allowance retirement, and we
strongly support this proposal. The VRE reserve account has wide support—when adopted in California,
over 50 organizations publically supported such a policy, including energy companies, project
developers, environmental and public health advocates, industry associations, academic institutions,
and others. 2 The mechanism allows VRE purchases to reduce the overall level of greenhouse gas
emissions in California, and let California enjoy the benefits provided by such a market. Without the
inclusion of the VRE reserve account, VRE purchases would no longer reduce emissions beyond the level
of the cap.
The voluntary renewable energy market promotes clean energy development, which in turn leads to
more jobs and greater economic growth. It leverages private, non-ratepayer funding to help speed the
transition to renewable energy sources. It provides a pathway whereby the appetite for voluntary action
can be channeled to clean energy development in California, and avoids a situation whereby the
willingness to invest in voluntary action is diverted to out-of-state projects. The VRE reserve account will
help California achieve its climate goals beyond 2020 by encouraging in-state clean energy development.
Discontinuing the VRE reserve account would fail to adequately recognize the carbon-reduction value of
voluntary renewable energy purchases and on-site generation, the many benefits of voluntary
renewable markets would be lost, and the capped level would become the ceiling for greenhouse gas
1
2

17 CCR § 95841.1
See the Previous Comments on VRE Set Aside Mechanisms listed below.
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emissions reductions instead of the floor. This would discourage all actors, and specifically commercial
customers, from making private investments in renewable energy.
Previous Comments on VRE Set Aside Mechanisms
• Joint Letter in Support for Voluntary Renewable Energy Set-Aside in the Proposed California Capand-Trade Program, December 13, 2010, http://resource-solutions.org/site/wpcontent/uploads/2015/08/Voluntary-Renewable-Set-Aside_12-13-10.pdf
• Coalition letter to Kevin Kennedy, CARB Office of Climate Change on the issue of off-the-top
treatment of voluntary renewable energy purchases, June 7, 2010, http://www.resourcesolutions.org/pub_pdfs/nonprofit_and_clean_energy_coalition_7_7_2010.pdf
• Comments of Renewable Energy markets Association (REMA) on a Western Climate Initiative
(WCI) paper, February 19, 2010, http://www.renewablemarketers.org/pdf/file_111.pdf
• Letter to Senator Boxer on Recommended Changes to Cap-and-Trade Design Under ACESA to
Support the Voluntary Renewable Energy Market, July 23, 2009, http://resourcesolutions.org/site/wp-content/uploads/2015/08/Senate_EPW__off_the_top_072309.pdf
• Letter to Claudia Orlando, California Air Resources Board supporting off-the-top approach to
voluntary renewable energy purchases in a California cap-and-trade program, June 12, 2009,
http://resource-solutions.org/site/wp-content/uploads/2015/08/Center-for-ResourceSolutions-comment.pdf
2. The VRE program has been undersubscribed to-date likely due to a lack of awareness on the
part of self-generating consumers (distributed generation facilities used for onsite
consumption) and non-Green-e Certified voluntary programs. We recommend additional
outreach by ARB as well as consideration of an alternative procedure for allowance
retirement in the VRE reserve account.
According to Staff’s presentation, less than 15% of 2013-2014 VRE allowances have been retired to date.
Staff has asked for feedback on why the VRE program is undersubscribed.
All VRE sellers and buyers in the state should be using the reserve account in order to ensure that
generation used to meet voluntary demand has an effect on grid emissions and is incremental to the cap
(i.e. is surplus to regulation), including onsite solar and other distributed generation where the RECs are
retained by the consumer. Onsite solar users keeping the RECs may not know about the VRE set aside
and/or it may be too difficult to use. In addition, while Green-e requires that all certified sales used the
set aside, non-Green-e certified voluntary programs in California, again, may not know about the VRE
set aside or may not be applying or informing their participants of the benefits.
We recommend that ARB do additional outreach to both the solar community as well as voluntary
suppliers (and retail suppliers with voluntary programs) in the state around the VRE reserve account,
how it works, and the benefits it provides to voluntary buyers. We also recommend that ARB consider
alternative approaches to VRE allowance retirement. For example, rather than setting a fixed amount of
allowances to set aside for the VRE reserve account (a fixed percent of the total allowance budget) and
requiring the VRE seller, generator, purchaser, or owner of self-generation to apply to the set-aside for
in-state voluntary generation, ARB could gather data on voluntary market transactions in California (we
can help provide data for the part of the market that is Green-e certified) and make retirements
automatically on behalf of the voluntary market. This would remove the application process.
3. We may expect dramatic growth in use of/subscription to the VRE reserve account due to the
Comments of CRS on Post-2020 Emissions Caps and Allowance Allocation
March 29, 2016 Workshop
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launch of three large Green-e certified voluntary green pricing programs by the state’s
investor owned utilities (IOUs) as well as other developments in the voluntary market. As a
result, Staff’s proposal to not set aside additional VRE allowances post 2020 is inappropriate.
Staff has proposed that no further VRE allowances be set aside post-2020, but that entities will be able
to request retirement of remaining VRE allowances. There are two important reasons why this proposal
may not be appropriate and why we should not assume that past claims on set-aside will be at all
predictive of future demand.
First, in January 2015, the California Public Utilities Commission (CPUC) directed the three largest IOUs
in the state—Pacific Gas and Electric Company (PG&E), Southern California Edison Company (SCE), and
San Diego Gas and Electric Company (SDG&E), which together cover nearly 80% of the state—to offer a
Green-e Energy certified 100% renewable energy option to their customers.3 As such, these products
will need to comply with Green-e requirements including that renewable electricity or RECs from
facilities located in California or directly delivering to California retire allowance through VRE reserve
account.4 The launch of these three large voluntary programs will dramatically increase subscription to
the VRE reserve account. In fact, if the IOUs hit the capacity cap for the programs, this would amount to
approximately 1.3 million megawatt-hours (MWh) sold annually, which translates to approximately
562,392 metric tons annually (using ARB’s VRE program emissions factor). This represents two-thirds of
the total VRE reserve account in 2020.5 This plus current subscriptions, approximately 676,000
allowances,6 represents a floor of what will be needed in the VRE reserve account annually.
The other development is the expansion of Community Choice Aggregation (CCA) programs in California,
which typically deliver renewable energy in excess of the RPS. Green-e certifies the Deep Green Product
for the Marin Clean Energy program and expects to certify other developing programs in the future as
well, and will again enforce existing requirements to use the VRE reserve account. Again, uncertified
programs should be informed about the VRE reserve account and its benefits for their customers. So,
the actual amount of allowances in the VRE reserve account each year will likely need to be much higher
than the 676,000 floor, with addition of new CCAs, increased use amongst onsite solar customers, and
regular growth.
Staff is also considering changes to allow eligibility for projects that meet Solar Electric Incentive
Program Guidelines. We support this, provided that these projects retain the RECs. Again, all solar
where the RECs are retained should be using the VRE reserve account, and we support any outreach
that ARB or others can do to ensure that participants in specific programs are aware of and subscribe to
the VRE reserve account.

3

CPUC. Decision 15-01-051 January 29, 2015. Decision Approving Green Tariff Shared Renewables Program for San
Diego Gas & Electric Company, Pacific Gas and Electric Company, and Southern California Edison Company
pursuant to Senate Bill 43. Available online:
http://docs.cpuc.ca.gov/PublishedDocs/Published/G000/M146/K250/146250314.PDF.
4
Green-e’s state-specific requirements for California can be found on pg. 30-34 of the Green-e Energy National
Standard, available online: http://www.green-e.org/docs/energy/Green-eEnergyNationalStandard.pdf.
5
See the VRE reserve account annual allocation here:
http://www.arb.ca.gov/cc/capandtrade/guidance/chapter7.pdf.
6
113,489 allowances retired by CARB through the VREP for RY 2014.
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Please feel to contact us with any questions about these comments, or if we can otherwise be of
assistance.
Sincerely,

Todd Jones
Senior Manager, Policy and Climate Change Programs
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April 5, 2016 - Incorporation of Sector-Based Offset Credits and Cost Containment
Provisions
Public Notice for Cost-Containment and Sector-Based Offsets Workshop
ARBCOMBO -- NOTICE FOR APRIL 5, 2016 CAP-AND-TRADE WORKSHOP ON COSTCONTAINMENT AND SECTOR-BASED OFFSETS

Posted: 25 Mar 2016 12:07:10
Air Resources Board (ARB or Board) staff invites you to participate in a public workshop
on April 5, 2016 to discuss potential amendments to the Cap-and-Trade Regulation
related to cost-containment mechanisms for the post-2020 program and to continue
discussing the potential for including international, sector-based offset credits in the
Cap-and-Trade Program.
Tuesday, April 5, 2016 10:00 am – 4:00 pm
Byron Sher Auditorium
CalEPA Headquarters Building
1001 I Street Sacramento, California 95814
Webcast: http://www.calepa.ca.gov/Broadcast/
Purpose of Workshop
The April 5, 2016 workshop will continue the public process to develop potential 2016
amendments to the Cap-and-Trade Regulation (Regulation). ARB staff will present
ideas related to cost-containment mechanisms that will help inform potential changes
effective for the post-2020 program. Areas of discussion on cost-containment include
the existing Allowance Price Containment Reserve (APCR) and how any allowances
remaining in the existing APCR could be treated post-2020, and how an APCR could be
designed in the post-2020 program, as well as potential other topics. Please note that
staff is not proposing any changes to the 8% quantitative usage limit for offset credits.
During the workshop, staff will also continue the discussion to evaluate the potential to
include international, sector-based offset credits issued by subnational programs
designed to reduce emissions from tropical deforestation and forest degradation within
the Cap-and-Trade Regulation. Topics included for this workshop would include
potential approaches and criteria for managing reversal and leakage risk, offset tracking
registry requirements, and verification requirements.
The tentative schedule for the April 5 workshop is as follows:
10:00 am – 12:00 pm Cap-and-Trade Cost Containment Review and
Ideas for the Future
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1:00 pm –2:00 pm Reversal and Leakage Risk for Sector-Based
Offset Programs
2:00 pm – 4:00 pm Offset Tracking Registry and Verification
Requirements for Potential Linked Sector-Based Offset Programs
Following the workshop, stakeholders will have an opportunity to provide written
comments during an informal comment period which will conclude at 5:00 p.m. Pacific
time on Friday, April 22, 2016. Comments may be submitted at
https://www.arb.ca.gov/cc/capandtrade/meetings/meetings.htm. Presentation slides for
this workshop will be posted at 9:00 am on April 4, 2016, at
http://www.arb.ca.gov/cc/capandtrade/meetings/meetings.htm. All interested
stakeholders are invited to attend. A live webcast of the workshop will be available at
http://www.calepa.ca.gov/Broadcast/. Remote participants may e-mail questions during
the workshop to auditorium@calepa.ca.gov.
Additional technical workshops are tentatively scheduled for April 25, 2016 (covering
leakage studies) and April 28, 2016 (covering linkage process and social and
environmental safeguards). A listserv notice will be issued to announce each of these
meetings once details and topics become final.
Background
Cap-and-Trade Regulation
The Board first formally adopted the Regulation in October 2011, and subsequently
approved limited amendments to the Regulation in June 2012, October 2013, April
2014, September 2014, and most recently June 2015. The upcoming 2016
amendments will seek to improve Program efficiency, update the Regulation using the
latest information, and chart post-2020 implementation of the Program.
More information about ARB’s Cap-and-Trade Program is available at:
http://www.arb.ca.gov/cc/capandtrade/capandtrade.htm
Clean Power Plan
On August 3, 2015, U.S. EPA’s Administrator signed its Clean Power Plan, which sets
carbon dioxide emissions limits for many existing electric generating units. These
regulations are based on section 111(d) (42 U.S.C. § 7411(d)) of the federal Clean Air
Act. The Plan was published in the Federal Register on October 23, 2015. States must
develop compliance plans to meet these limits and compliance plans are due in
September 2016 (with the option to seek extensions). ARB is developing California’s
compliance plan in consultation with the California Energy Commission and the
California Public Utilities Commission, California’s air districts, and other partners.
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More information about the Clean Power Plan and related rules is available at:
http://www.arb.ca.gov/cc/powerplants/powerplants.htm
Please note that Spanish translation services will be provided for this April 5 workshop.
Audio equipment carrying live Spanish translation of the workshop will be available onsite for check out by any member of the public.
Tenga en cuenta que se prestarán los servicios de traducción al español de este taller
de 5 de abril. Equipo de audio llevar traducción simultánea español del taller estará
disponible en el sitio para la salida de cualquier miembro del público.
California is in a drought emergency.
Visit www.SaveOurH2O.org for water conservation tips.
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April 5, 2016 - Incorporation of Sector-Based Offset Credits and Cost
Containment Provisions:
Presentation Slides
ARB Staff Presentation on Potential Updates for Cost Containment
ARB Staff Presentation on Ongoing Evaluation of the Potential for Sector-Based
Offset Credits
Reversal Risk & Permanence
Leakage Risk
Jurisdictional Offset Tracking System
Monitoring, Reporting & Verification (MRV)
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April 5, 2016 – Incorporation of Sector-Based Offset Credits and Cost
Containment ProvisionsWorkshop: Public Comments
Received From

Subject

Date/Time
Comment
Added to
Period
Database

1

Stein, Ronald,

Transparency of any
results from the emissions
crusade

1st
2016-04-12
Workshop 05:58:40

Link

2

Southern CA Public Power
Taheri, Sarah,
Authority Comments on
Southern CA Public
Cost Containment & CapPower Authority
Setting

1st
2016-04-15
Workshop 09:51:03

Link

3

Nold, Ken,

TID March 29 Allowance
Allocation Workshop
Comments

1st
2016-04-15
Workshop 17:16:07

Link

4

Nelson, Norvell,
Longbow
Technology
Ventures

Comments on April 5,
2016 Workshop

1st
2016-04-18
Workshop 12:34:15

Link

5

Vessels, Thomas,

Cost containment of Cap
and Trade

1st
2016-04-21
Workshop 12:37:29

Link

6

Halbrook, Claire,
PG&E

PG&E Comments on April
5 Cost Containment
Workshop

1st
2016-04-22
Workshop 14:02:20

Link

7

Westerfield,
William,
Sacramento
Municipal Utility
District

SMUD Comments
Pursuant to April 5th
Workshop

1st
2016-04-22
Workshop 14:08:50

Link

8

Purdon, Mark,
Institut québécois
du carbone
(IQCarbone

omments on April 5, 2016
Workshop - Ongoing
Evaluation of the Potential
for Sector-Based O

1st
2016-04-22
Workshop 14:45:45

Link

9

Pollet-Young,
Christie, SCS
Global Services

Verification Comments for
Sector-Based Offsets

1st
2016-04-22
Workshop 15:51:06

Link

1st
2016-04-22
Workshop 16:45:17

Link

#

Comments on Sector10 Durschinger, Leslie, Based Workshop- April
2016

Link

Saines, Richard,
11
Encourage Capital

Comments of Encourage
Capital in Support of
REDD+

1st
2016-04-25
Workshop 15:55:50

Link

Vessels, Evan,
12 Vessels Coal Gas
Inc.

Cost Containment and
Other Cap and Trade
Concerns

1st
2016-04-28
Workshop 10:12:56

Link

13 Sullivan , Katie ,

IETA Comments on Post2020 Cost-Containment

1st
2016-04-28
Workshop 16:44:34

Link

14

Reheis-Boyd,
Catherine, WSPA

WSPA Comment on
ARB's Workshops on
Sector-based Offsets

1st
2016-05-02
Workshop 14:12:22

Link

15

Reheis-Boyd,
Catherine , WSPA

WSPA comments on Cap
& Trade Cost Containment

1st
2016-05-16
Workshop 13:27:55

Link

16

Morehouse, Erica,
EDF

Cost containment
comments

1st
2016-06-06
Workshop 13:09:23

Link
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Western States Petroleum Association
Credible Solutions • Responsive Service • Since 1907
Catherine Reheis-Boyd
President

May 13, 2016
Ms. Rajinder Sahota
California Air Resources Board
1001 I Street
Sacramento, CA 95814
Re: WSPA comments on Cap & Trade Cost Containment, Post-2020 Cap Setting, and
Emissions Allocation
Dear Ms. Sahota:
The Western States Petroleum Association (WSPA) is a non-profit trade association representing
companies that explore for, produce, refine, transport and market petroleum, petroleum products,
natural gas and other energy supplies in California and four other western states. WSPA
appreciates this opportunity to provide comments on the rulemaking process and concepts
identified by the Air Resources Board (ARB) during public workshops on March 29, 2016 and
April 5, 2016 on cost containment measures for the Cap & Trade program and cap setting and
allowance allocation for a post-2020 program. WSPA provides these comments as a program
stakeholder but WSPA does not believe that ARB has the authority to extend Cap & Trade to
meet emission reduction goals other than those authorized by the Legislature in AB 32.
Cost Containment Issues
WSPA appreciates ARB’s stated willingness to consider cost containment proposals beyond
those identified during the above-noted workshops. Cost containment becomes even more
important after 2030 as ARB considers more stringent targets and the allowance market becomes
increasingly constrained.
With this direction in mind, WSPA offers the following
recommendations to proactively address potential future allowance market volatility and
unintended economic impacts.
Price Cap
WSPA supports the recommendation of ARB’s Emissions Market Assessment Committee
(EMAC) to establish a maximum price at which ARB would sell unlimited additional allowances
to avoid possible market volatility and economic dislocation. The EMAC identified this
mechanism as the most effective means to address potential allowance supply imbalances.
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Ms. Rajinder Sahota
May 13, 2016
Page 2
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Industry Assistance
WSPA opposes ARB’s proposal to retain current industry assistance provisions, which reduce
refining sector allocations by 25% in the third compliance period. This compliance burden is in
addition to annual costs to address the 10% “haircut” embedded in the sector benchmark. The
market and economic circumstances that gave rise to the industry assistance factor in the first
instance – a declining emissions cap and the lack of GHG emission control programs in other
jurisdictions - remain essentially unchanged. There is no technical basis for reducing industry
assistance and further reductions have no bearing on achievement of the GHG emission
reductions required by AB 32. These circumstances warrant extension of the 100% industry
assistance factor into the third compliance period.
Offsets
WSPA opposes ARB’s proposal to retain existing offset use restrictions. While offset use to date
has fallen short of expectations, this circumstance is a result of multiple factors ranging from the
inherent complexity of offset provisions to a lack of confidence in the market. ARB is
forecasting an offset supply shortage for the third compliance period, expected in part because
the allowance market will become more constrained as the cap declines. This condition
increases the potential for a supply shortage. ARB has a limited window of opportunity to
establish remedies that can be implemented for the third compliance period. It must act now to
expand cost containment measures, including offsets.
Allowance Price Containment Reserve (APCR)
WSPA supports modifications to the APCR that would reduce the number of allowances
diverted from the market to the APCR and/or return unused allowances to the market for use in
future compliance periods. These alternatives would help increase liquidity, mitigate future
market price volatility and decrease incentives for market manipulation. WSPA opposes
proposals for early retirement of allowances in the APCR. Such action would amount to an
unauthorized reduction of the cap. Indiscriminately changing this fundamental component of the
Cap & Trade program would create market uncertainty and decrease market confidence and
overall participation.
Post-2020 Cap Setting Options
Of the two options ARB presented for post-2020 cap setting, WSPA supports ARB’s proposed
Option 1. Option 1 is predicated on the 1990 emissions baseline and thus is consistent with the
goals and requirements of existing climate law. WSPA opposes Option 2, which would reset the
baseline to actual emissions in 2020, because it arbitrarily resets the cap below the 1990
emissions levels. WSPA notes that the Governor’s mid-term goal, as described in Executive
Order B-30-15, is to reduce GHG emissions by 40% below 1990 levels by 2030 (emphasis
added). Starting at a lower level would needlessly reduce the volume of allowances in
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circulation in an already constrained market. Option 2 would undermine the efficacy of the cost
containment features, including banking, in the regulation.
WSPA also opposes ARB’s proposal to retire APCR allowances from the cap in proportion to
the cap adjustment. The success of any future effort to secure emission reductions beyond those
required by AB 32 will depend in part on preserving any compliance margin gained in the early
years of the program.
Post-2020 Allowance Allocation Issues
WSPA agrees that ARB should assume responsibility from the California Public Utilities
Commission (CPUC) for direct allocation of allowances to industrial entities for purchased or
obtained electricity. Refunds to address impacts from electricity cost increases are long overdue
for energy intensive covered entities operating in Investor Owned Utility territories. We believe
this approach will reduce the need for redundant work by the state, eliminate complexity
associated with various sources of electricity and provide for more equitable treatment of
industrial facilities. In addition, ARB should serve as the regulatory body in charge of
designating and allocating refunds for allowances issued to both investor owned and publicly
owned utilities.
WSPA also maintains that ARB should work with USEPA to preserve the current three year
compliance periods, which provide additional cost containment and compliance flexibility
benefits, for any post-2020 Cap & Trade program.
Rulemaking Process Concerns
In addition to these issues, the attached comments address several concerns with the manner in
which ARB is conducting this rulemaking process. In particular, WSPA objects to ARB’s
proposal to bring a “framework” set of Cap & Trade amendments to the Board for adoption in
July, 2016, and relegate critical program design and implementation issues to a series of 15-day
packages in the fall 2016 through winter 2016-2017 timeframe. There is no compelling reason
for this approach. It needlessly constrains stakeholder input and limits the scope of changes
ARB can consider to those that fit within the framework document. The framework approach
does not provide for full and fair consideration of all stakeholder concerns that would be
afforded by a complete proposal made available in advance of the 45-day public review and
comment period. The 15-day process should be used to respond to comments made during the
public hearing and in writing, not to define major elements of the regulation. These and related
issues are discussed in greater detail in the attached Appendix.
Summary
As the third compliance period approaches, ARB and Cap & Trade-regulated entities are moving
into uncharted territory. It is unreasonable to expect that the market behavior observed in the
first two years of program implementation will continue as the cap declines and opportunities for
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low-cost emission reductions become increasingly scarce. Rather, program design decisions in
the current rulemaking must seek to mitigate the high probability of increasing market volatility.
This reality demands that ARB expand the scope and functionality of cost containment
mechanisms and enact cap setting policies that preserve some headspace in the market to
facilitate compliance and stimulate investment in GHG emission reduction projects and
technologies.
While WSPA and its members will continue to comment on various ARB staff proposals as
necessary to provide technical input and assistance, WSPA does not believe that AB 32
authorizes the Governor or the ARB to establish a greenhouse gas emissions limit that is below
the 1990 level and that would be applicable after 2020. Furthermore, pursuant to California
Health and Safety Code Section 38551, ARB may not rely on Executive Orders that purport to
extend or expand the scope of AB 32.
WSPA appreciates ARB’s consideration of our comments and we look forward to your
responses. If you have any questions, please contact me at this office, or Tom Umenhofer of my
staff at (805) 701-9142 or email tom@wspa.org.
Sincerely,

Cc:

Richard Corey - ARB
Edie Chang - ARB
Tom Umenhofer - WSPA
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Appendix
WSPA Comments on Cap & Trade Cost Containment,
Post-2020 Cap Setting, and Emissions Allocation
Cost Containment Issues
Price Cap
ARB is considering implementing changes to the pricing and structure of the Allowance Price
Containment Reserve (APCR) recommended by the Emissions Market Assessment Committee
(EMAC). However, the EMAC favored a maximum price at which it would sell unlimited
additional allowances to avoid possible price spikes and economic dislocation.1 EMAC noted
that “It is far better to have a transparent and credible process for limiting allowance prices
established in advance than relying upon ad-hoc emergency measures during periods of
stress.” 2
The EMAC identified the price cap mechanism as the optimal approach to address potential
allowance supply imbalances. WSPA strongly recommends that ARB work with market experts
and other program stakeholders to establish a reasonable price cap designed to maintain
market stability.
Industry Assistance for the Third Compliance Period
As the Cap continues to decline and opportunities for emission reductions become increasingly
scarce and expensive, there is a greater need for industry assistance to insulate in-state
regulated parties from economic advantages that would otherwise be enjoyed by their out of
state competitors. The need for industry assistance in California diminishes only as other
jurisdictions implement similar programs that level the playing field among competitors. As
ARB is aware, the response from other jurisdictions has been slow and very limited in
scope. California industries remain competitively disadvantaged by costs imposed not only
under Cap & Trade, but by other “complementary measures” such as the Low Carbon Fuel
Standard. ARB’s proposed linkage with the Canadian Province of Ontario will provide little if
any discernable relief for globally traded commodities such as transportation fuels.
1

Price Containment in the California Cap & Trade Market, Emissions Market Assessment Committee, November
14, 2013
2
Price Ceiling in the Greenhouse Gas Emissions Cap-and-Trade Market, Severin Borenstein, James Bushnell and
Frank A. Wolak, Emissions Market Assessment Committee, November 8, 2013.
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Absent an immediate groundswell of action by other jurisdictions, the reductions in industry
assistance scheduled for the third compliance period will guarantee trade exposure for in-state
regulated entities and will likely lead to emissions leakage. WSPA recommends that ARB
extend the industry assistance factor of 100% of sector benchmark through the third
compliance period and into the post-2020 compliance periods when the competitive
disadvantage would be even more pronounced.
Offsets Policy for the Third Compliance Period and Beyond
WSPA disagrees that the current limits on offsets should be retained. The under-utilization of
offsets to date is not a predictor of the need for offsets in the future, particularly in light of the
fact that the allowance market will become increasingly constrained as the cap declines.
As some stakeholders have testified during recent ARB workshops, the current offset regulation
and ARB’s interpretations and implementation add complexity and create systemic bottlenecks
that limit the viability of offsets. These issues include: 1) the inflexible 8% quantitative use
limit, 2) geographic restrictions including ARB’s interpretation that emission reductions outside
of California are only eligible for credit if they would be considered “additional” within
California, 3) ARB’s approach to investigation and invalidation of offsets, and 4) amendments to
existing protocols imposing new restrictions on offsets projects. All of these features serve to
constrain the pool of available offsets and their value in the marketplace.
We agree with ARB that the offsets process would benefit from greater predictability and that
actions should be taken to compress the timeframe for issuing offset credits. ARB should retain
a third party to work with Cap & Trade regulated entities, offset project developers and market
experts to identify impediments to offset credit generation and use. The results of this review
should inform offset policy changes for the third compliance period and post-2020 program
design.
As part of this process, ARB should explore a range of options already identified by various
market experts and compliance entities3, including but not limited to:
•

Increase the 8% quantitative use limit, both for the third compliance period and for any
post-2020 program. The 8% limit ignores the fact that GHG emission reductions yield
the same climate benefits regardless of where they occur. It also discourages market
interest in offsets, which in turn discourages offset project development and further
limits the volume of allowances available in the market. In addition, ARB has predicted
a steeper rate of decline in GHG emissions between 2020 and 2030 relative to the pre-

3

See in particular the Joint Utilities Group Cost Containment Proposals presented during the Air Resources Board
Cost Containment Workshop on June 25, 2013.
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2020 timeframe 4 which would amplify the need for more effective cost-containment
measures. To address these challenges, we propose that ARB double the offset
quantitative use limit from 8% to 16%.
•

Additionality concern for linked jurisdictions. ARB has often observed that the vast
majority of California emission sources are already controlled, or are forecast for future
control, and opportunities for in-state offsets are very limited. This challenge would not
be alleviated with linkage to other jurisdictions because emissions in those jurisdictions
would only be eligible for credit if they would be considered “additional” under the
California program. Additionality standards in California should not be applied to
potential offset projects in these other jurisdictions.

•

Allow compliance entities to carry forward any unused portion of the applicable
quantitative use limit through 2030 and to trade or sell the option for unused offsets to
other regulated entities.

•

Redistribute unused offset “capacity” to compliance entities. For example, if usage for
the prior compliance period was only 7%, ARB could allow up to 9% in the next
compliance period. This approach could be implemented on an aggregate or individual
compliance entity basis.

•

Remove or reduce geographic use restrictions, including allowing use of offsets
approved by other jurisdictions (both linked and non-linked). The current limitations in
section 95972(c) sacrifice valuable opportunities to reduce GHG emissions in
jurisdictions that lack established GHG emission control programs.

Allowance Price Containment Reserve
ARB has already accumulated a substantial amount of allowances in the Allowance Price
Containment Reserve (APCR) and should not add to it unless an analysis is completed showing
that the existing APCR is inadequate. WSPA supports modifications to the APCR that would
reduce the number of allowances diverted from the market to the APCR and/or return unused
allowances to the market for use in future compliance periods. There is a limit to the number
of allowances required to contain costs under the APCR mechanism. By diverting allowances to
an ever growing APCR, ARB is creating a state-owned bank which increases allowance scarcity

4

See: Air Resources Board staff presentation: 2030 Target Scoping Plan, October 1, 2015, slide 10.

10 1 2015 workshop
slides.pdf
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and the likelihood of higher allowance costs. ARB is also artificially lowering the cap. None of
these actions are authorized by AB 32.
Unsold reserve allowances should be placed back into the market after the compliance deadline
corresponding to the vintage year of the allowances. For example, VY2018 reserve allowances
would be returned to market after the 2018 compliance deadline has passed. This approach
would create additional cost containment benefits without impacting the market during the
applicable vintage year.
WSPA opposes the retirement of any allowances available under the cap that are not
surrendered as compliance instruments.
WSPA offers the following recommendations to improve the cost containment functionality of
the APCR starting in the third compliance period. All of these alternatives would need to be
further evaluated to understand potential impacts on the market.
•

ARB should establish a process to decrease the flow of allowances into the APCR if it is
unused for several years. This could include returning some volume of unused
allowances in the APCR back to the regular auction market at the end of each
compliance period. This approach would reduce costs in an increasingly constrained
market.

•

ARB should establish the appropriate volume of allowances needed in the APCR.
WSPA recommends that ARB conduct a separate study to evaluate the market status
and trends and use study results to set an appropriate APCR quantity.

•

Index APCR price escalation to the rate of inflation only. WSPA agrees with ARB’s
proposal to eliminate the 5% per year escalation and collapse the current price tiers.
Both features are arbitrary. APCR pricing should be informed by actual market dynamics
and market data.

•

Include a process to address depletion of the APCR, to be triggered if the APCR falls
below a predetermined volume. WSPA recommends that ARB consider alternatives to
restocking the APCR, such as allowing regulated entities to purchase offsets above the
prevailing quantitative use limit.
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Additional Allowance Management Issues
Use of future vintages at a premium (ARB offered for discussion the idea of retiring one
allowance for every 4 borrowed) must be evaluated for potential to cause a market shortage in
the future. The potential for a future shortage could increase the possibility of market volatility
in the future. This scenario highlights the need for a price cap.
If ARB were to obtain the legislative authority to extend the Cap & Trade program past 2020,
we would support ARB’s proposal to continue banking of allowances through 2030.

Post 2020 Cap Design
WSPA recommends that ARB design the cap for a back-end loaded emissions reduction
schedule where the slope of the cap in the first few years is relatively shallow and then declines
more rapidly toward the latter half of the 2020-2030 period. We believe this approach will be
necessary to ensure adequate time to develop cost-effective technologies and projects to
facilitate compliance in the post-2020 period.
If ARB seeks to expand the number of sources regulated under the Cap & Trade program, it
must adjust the cap to accommodate the additional emissions from these sources without
penalizing currently regulated sources.

Post-2020 Allowance Allocation
Allocation for Purchased/Obtained Electricity
ARB proposes that it would assume responsibility from the California Public Utilities
Commission (CPUC) for direct allocation of allowances to industrial entities for purchased or
obtained electricity. WSPA supports ARB’s proposal. WSPA also supports equitable refund
treatment for entities that obtain power from IOUs, POUs and third parties (the current CPUC
allocation methodology does not address POUs or third parties in POU territory) which should
be accomplished by realigning this function under ARB. We agree with ARB that almost all
steam and electricity purchases and sales data will be reported using financial records and that
verification of this data should not be overly burdensome.
While we agree with ARB that it is desirable to use verified MRR data as the source of data for
benchmarking, benchmark stringency should remain consistent with the 2008-2010 baseline
period.
WSPA has previously commented that consumers of transportation fuels deserve protections
from climate program-related cost increases similar to those the state currently affords to
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electricity and natural gas customers. The transfer of responsibility for allocations related to
electricity sales from the CPUC to ARB presents another opportunity to remedy the current
inequity in consumer protections for energy cost increases. WSPA would welcome the
opportunity to discuss with ARB potential mechanisms to achieve this end.
In addition, for the post-2020 natural gas supplier allocation, there should be no increase in the
percentages already assigned through 2030, unless ARB first establishes a proportional
allocation mechanism for transportation fuel suppliers.
Additional Allocation Issues:
•

Allocation for electricity sector. ARB is not proposing changes in allocations for this
sector and we do not object to the requirements in the existing regulation. However,
electric utilities should be accountable for use of this revenue stream on cost-effective
GHG reductions.

•

Allocation for natural gas. ARB is proposing to increase the amount of consignment to
auction, which in turn may increase costs to consumers. ARB should provide trade
exposure protection for these costs consistent with its electricity EITE policy.

•

Legacy contracts. ARB is not proposing changes to the current regulation related to
legacy contracts. WSPA supports adding a requirement that legacy contract decisions
must include consultation with both parties to improve transparency.

•

Methane Global Warming Factor. ARB proposes to change this factor from 21 to 25
based on the global warming potentials in the IPCC’s Fourth Assessment Report. WSPA
asserts that the 100 year factors are the only appropriate factors for use in any
California regulation. Further, we oppose this particular change unless commensurate
changes are made for all other state-regulated GHGs, and those changes are tied to the
baseline inventory and the 1990 emissions level to ensure consistent and transparent
emissions accounting moving forward.

Additional Process Concerns
Proposal to Adopt a “Framework” Regulation
While we appreciate ARB’s stated intention to hold workshops and share draft language in
advance of noticing proposed 15-day changes, having a Board-approved “framework”
regulation already in place which provides ARB staff the power to determine what areas will be
changed and what will not, provides no stakeholder due process for changes that are in areas of
concern to those stakeholders. Because the approval is of a general framework, the Board is
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actually approving a blank check. This regulatory process effectively eviscerates the ability of
stakeholders to meaningfully evaluate or to participate in the rulemaking process. We believe
that ARB must include stakeholders in the entire process fairly and without rushing to adopt a
blank check. ARB has ample time to develop a complete proposal through an informal prerulemaking process and meet all of the procedural requirements of the APA well in advance of
the October, 2017 timeframe for allowance allocation.
Standardized Regulatory Impact Assessment
WSPA is further concerned that ARB’s Standardized Regulatory Impact Assessment (SRIA)
Report, submitted to the Department of Finance on April 1, 2016 suggests ARB has already
workshopped proposed Cap and Trade changes and potential alternatives. 5 These documents
acknowledge and attempt to quantify additional costs across covered and non-covered entities.
They also describe and analyze in general terms two alternatives to the “proposed regulations”:
facility-specific requirements and a carbon fee. In fact, ARB has only shared broad concepts for
potential pre- and post-2020 program changes. ARB has not provided sufficient definition of
proposed changes or potential alternatives, much less draft regulatory language. The SRIA
document suggests that ARB has already largely determined the path forward for the Cap &
Trade regulation, independent of meaningful stakeholder input on specific proposals.
Reliance on Advisory Committee Recommendations
ARB staff’s statement that it will retain current offsets policies, rather than amend the
regulation to enhance their utility, based on opposition from the Environmental Justice
Advisory Committee (EJAC) implies that ARB is giving greater weight to EJAC recommendations
than to those of other stakeholders. This bias was demonstrated most recently during ARB’s
April 28 workshop on sector-based offsets, during which ARB allowed EJAC members to preside
over public discussion of this issue. The EJAC members used this platform to criticize the
motivation and integrity of the regulated community as a prelude to public comments. ARB
should recognize that this approach promotes greater conflict among stakeholders and
discourages an open exchange of ideas. Staff should never delegate management of a public
forum to any one stakeholder group. Moreover, if ARB intends to discount stakeholder input
relative to advisory committee recommendations, then it should establish additional advisory
committees to ensure that all stakeholder views are fully and fairly considered in the
rulemaking process.

5

Air Resources Board submittal to Department of Finance: Major Regulations Standardized Regulatory Impact
Assessment (SRIA) Proposed Amendments to the Cap-and-Trade Regulation and SRIA summary, April 1, 2016.
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Emphasis on Localized GHG Emission Reductions
WSPA objects to staff statements that ARB intends to retain existing offset limits to help
maximize GHG emission reductions from individual facilities. This position is at odds with the
principles of market mechanisms inherent in ARB’s Cap & Trade program design and ARB’s own
findings that GHG emissions do not correlate to regional or local air quality impacts from
criteria pollutants and air toxics. ARB acknowledged this point at the April 5 workshop, and is
actively educating local air districts on the lack of environmental results from establishing
sector or facility-specific GHG caps. 6 Statements such as these promote confusion about the
intent of the program, and the very outcomes ARB seeks to avoid. ARB should ensure that all of
its statements in workshops, hearings, other public and private venues and in supporting
materials do not contradict the overall design of a market mechanism or ARB’s own Cap &
Trade program.

6

Letter from ARB Executive Officer Richard Corey to Bar Area AQMD Executive Officer Jack Broadbent, dated
September 17, 2015, asserts that local GHG controls on refinery emissions “will have no effect on overall GHG
emissions” and “would likely be compensated by emissions increases (also called emissions leakage) in other parts
of the state.”
2015.09.17Corey.Br
oadbent.pdf
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Ms. Rajinder Sahota
California Air Resources Board
1001 I Street
Sacramento, CA 95814

June 3, 2016

Submitted electronically via: www.arb.ca.gov/cc/capandtrade/meetings/meetings.htm
RE: Public Workshop on Potential Updates to California’s Cap-and-trade Program on Cost Containment
Dear Ms. Sahota,
Thank you for this opportunity to comment on the cost-containment workshop held April 5, 2016. We
commend ARB for engaging stakeholders on the important topic of cap-and-trade design post-2020 and
want to thank ARB for their informative workshops.
In over three years of implementation, California’s cap-and-trade program has proven to be a success.
Capped emissions are declining, California is adding jobs and growing the economy faster than the
national average, the state is able to create more wealth with fewer emissions, Quebec and California
are linked and holding quarterly joint auctions, almost all businesses have successfully complied with
cap-and-trade requirements, and California communities - especially low-income, pollution-burdened
communities - are seeing real benefits from cap-and-trade investments.
Because of this success we strongly support ARB moving forward with amendments to extend the capand-trade program beyond 2020 and believe this is the right time to do so. The cap-and-trade program
needs certainty about future emissions reductions in order to continue providing robust incentives for
reducing emissions. Similarly, because of the cap-and-trade program’s success to date, we believe that
there should be as much consistency as possible between the pre-2020 and post-2020 cap-and-trade
program with updates to meet post-2020 needs and to best address the policy objectives of the capand-trade program. We believe that ARB has successfully balanced the need for consistency and
flexibility to date and we look forward to seeing this continue.

Offsets Limit and Allowance Price Containment Reserve (APCR)
Consider further alignment between the offsets limit and the APCR
EDF considers both offsets and the APCR important components of the California cap-and-trade
program especially with regard to cost containment. The APCR is an innovative component of
California’s cap and trade program that provides an effective price cap without compromising
environmental integrity since allowance come from under the cap. Offsets allow compliance
entities valuable flexibility in meeting their compliance obligations. In addition, offsets allow
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for the direct involvement of the uncapped sectors, particularly the agricultural and forestry
sector – the largest uncapped sectors in the state – and generate a multitude of other social
and environmental benefits. Similarly, per comments EDF has submitted separately,
international forestry sectoral offsets could provide a valuable source of compliance
instruments while amplifying the impacts of California’s climate program globally.
However, we want to recognize the concerns raised by the April 2014 EJAC recommendation to
limit offset use because offsets “can diminish direct industrial emissions reduction at fenceline
communities and compromise GHG reductions in the state”. This is the reason that California has
implemented an offsets limit. EDF believes that a quantitative limit on offsets strikes an important
balance between the benefits of allowing offset use in the system and stimulating in-state emissions
reductions. EDF would further like to suggest that one way to retain the benefits of offsets but to
effectively counterbalance the potential impact of offsets on direct emissions reductions within the

capped sectors would be to consider further alignment between offsets limit and the APCR
post-2020.
The offsets limit and the APCR effectively have opposite impacts on the cap with respect to the
obligation the cap places on capped entities to reduce emissions within the capped sectors.
Since offsets include crediting of emissions reductions coming from out-of-state, using offsets
from outside California can reduce the level of in-state emissions reductions required by capand-trade. Conversely, since the APCR draws allowances from under the cap, the APCR
effectively increases the number of in-state emissions reductions required by cap-and-trade
unless prices reach high enough levels such that it becomes economical for regulated entities to
purchase allowances from the reserve. We also note that using offsets as a cost containment
tool reduces the likelihood that prices will rise to the point that the APCR allowances are used
and, in the event that the APCR is used, reduces the number of APCR allowances that will likely
be demanded. If the number of offsets allowed for compliance equaled the number of
allowances in the APCR, capped entities would be required to make emissions reductions in the
capped sectors as if neither policy tool existed, unless prices rise dramatically. If an offset is
used in lieu of an allowance from the reserve, moreover, an additional emission reduction is
provided, with net benefits to the atmosphere.
Pre-2020, four percent of capped emissions were set aside in the APCR (and have not been
used so far) and the offsets limit was set at eight percent of entities’ compliance obligation.
EDF is not taking a position now on adjustments that should be made create further alignment
between these levels. Rather we want to emphasize in these comments the relationship
between the two policy tools. Specific decisions about the level of the APCR and offsets limit
should be informed by economic modeling and stakeholder input, especially from the EJAC and
other equity groups and from linked and potentialy linked partners like Quebec and Ontario.
Consider a volumetric rather than percentage level post-2020 for offsets limit and APCR
Pre-2020 the number of allowances in represented by the offsets limit and contained in the
APCR has been identified as a percent of the compliance obligation. As the cap declines out to
2020 a set percent of the compliance obligation will be a declining amount as well. Since the
level of the cap is decreasing and the need for cost containment is likely to increase, especially
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with more ambitious post-2020 targets, it may be most appropriate to identify the offsets limit
and the APCR as a volumetric number based on anticipated cost containment needs. In the
case of offsets, this could be implemented as a percentage of the compliance obligation that
rises, rather than remains fixed, over time.
Continue to consider ways to ensure the integrity of the APCR without undermining the cap
The MSG has determined that, while unlikely, there is a risk that the APCR could be exhausted.
However, all evidence seems to suggest if this is a risk at all that risk will not arise for quite
some time. The limited borrowing measures that ARB has adopted and is considering provide
sufficient protection in the short-term. However, as ARB does economic analysis and continues
to consider the post-2020 market, staff should continue to consider whether there are other
options for refilling the APCR should it become exhausted. All options considered should
preserve the environmental integrity of the cap. As one example, staff could consider whether
there are ways to refill the APCR with offsets if necessary. This option may become more
feasible if California does link with a jurisdiction like Acre that can provide sectoral offsets and
as the increasing price signal from the cap-and-trade program further incentivizes domestic
offsets creation. Because current cost containment measure do seem sufficient, we do not
believe this is an issue that needs to be addressed in this current rulemaking.
Narrowing the spread between the floor price and APCR trigger price
EDF believes it is important to have the floor price continue to rise steadily and predictably. A
rising floor price will make an increasing number of direct emissions reductions cost effective
and provides lead time for industry to implement reduction strategies. Similarly, the rising floor
price predictably increases the incentive and ability of offset providers to deliver high quality
reductions. Finally, the rising floor price can improve the market function by providing a
consistent return on investment when regulated entities or traders bank allowances or
purchase allowances in the advanced auction.
Therefore, if ARB decides that it is important to narrow the spread between the floor price and
the APCR trigger price, we believe this should be accomplished by allowing the floor price to
rise while making adjustments to the APCR trigger price. The most significant current issue is
that the spread between the floor price and the APCR trigger price continues to grow as both
increase at 5% plus inflation. The most important adjustment would be to ensure that the price
differential between the floor price and the APCR trigger price stays constant over time.
Other Cost Containment Design Features
EDF supports:
 Continuing to allow banking post-2020 and to allow banked pre-2020 allowances to be
used post-2020. The European Union Emissions Trading System example where

Comment Overview

Navigate to Table of Contents






allowances from the first compliance period were not bankable saw a dramatic collapse
of the market price approaching the end of the first compliance period1.
Continuation of cost containment design features adopted in 2014 such as limited
borrowing at top tier APCR prices from future vintages.
Placing at least a fraction of allowances that go unsold pre-2020 into the post-2020
APCR seems appropriate. Full retirement seems too extreme at this time given the
uncertainty about the APCR and need for cost-containment post-2020. However, ARB
has been given the charge of maximizing cost-effective emissions reductions. Thus, if
emissions are so far below the cap that auctions are not selling out, it seems
appropriate to further tighten supply at floor prices by shifting allowances to the
reserve. If price tiers remain post-2020, unsold pre-2020 APCR allowances should move
into the highest post-2020 APCR price tier.
Allowing limited borrowing at a premium in accordance with the MSG proposal. The
general concern with borrowing is that regulated entities could use it as a way to
procrastinate on their compliance obligations, jeopardizing the future effectiveness of
the future cap. The premium charged for a borrowed allowance seems sufficient to
dissuade this strategy. Ideally this will mean that borrowing will only be used in limited
and unlikely scenarios where the market has short-term and unexpected tight supply or
when a firm is facing a special internal situation that creates a temporary shortfall of
abatement. If this proposal is implemented, the market monitor should watch for sign
that this tool is being abused or being used too broadly in a way that could endanger the
cap or cost-containment long-term.

Sincerely,

Erica Morehouse
Senior Attorney, Global Climate

Lucas Merrill Brown, Alex Hanafi, and Annie Petsonk, The EU Emissions Trading System: Results and
Lessons Learned, Environmental Defense Fund (2012)
https://www.edf.org/sites/default/files/EU_ETS_Lessons_Learned_Report_EDF.pdf
1
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Western States Petroleum Association
Credible Solutions • Responsive Service • Since 1907
Catherine H. Reheis-Boyd
President

April 29, 2016
Ms. Rajinder Sahota
California Air Resources Board
1001 I Street
Sacramento, CA 95814
Re: WSPA Comments on ARB Sector-Based Offsets Presentations at the March 22, 2016 and
April 5, 2016 Workshops
Dear Ms. Sahota:
The Western States Petroleum Association (WSPA) is a non-profit trade association representing
companies that explore for, produce, refine, transport and market petroleum, petroleum products,
natural gas and other energy supplies in California and four other western states. WSPA appreciates
the opportunity to provide comments on the California Air Resources Board (ARB) ARB SectorBased Offsets Presentations at the March 22, 2016 and April 5, 2016 Workshops.
WSPA agrees that the current offsets process would benefit from greater predictability and that actions
should be taken to truncate the timeframe for issuing offset credits. However, the proposals described
by ARB fall short of the changes necessary to ensure the viability of offsets as a cost containment and
leakage prevention mechanism. To achieve this outcome, ARB must also explore a range of options
already identified by various market experts and compliance entities, such as noted in the “Joint
Utilities Group Cost Containment Proposals” presented during the ARB’s Cost Containment
Workshop on June 25, 2013.
WSPA supports offsets as a critical cost containment mechanism and one that can drive reductions
from non-capped sectors, resulting in overall benefits to the stated goals of AB 32. We fully support
development of Reducing Emissions from Deforestation and Forest Degradation (REDD) protocols
and offset supply as it achieves all of the aforementioned goals and also provides the opportunity for
California to show leadership by protecting forests worldwide. REDD represents a substantial
emissions sector and an opportunity to address additional environmental issues. The UN’s
Intergovernmental Panel on Climate Change has estimated that deforestation and forest degradation
1415 L Street, Suite 600, Sacramento, California 95814
(916) 498-7752  Fax: (916) 444-5745  Cell: (916) 835-0450
cathy@wspa.org  www.wspa.org

Comment Overview

Ms. Rajinder Sahota
April 29, 2016
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contribute globally to approximately 17 percent of all greenhouse gas emissions (IPCC, 2007 Fourth
Assessment Report), which is more than the global transportation sector. The UN REDD Programme
states that “It (REDD) will create an incentive for developing countries to protect, better manage and
wisely use their forest resources, and in so doing contribute to conserving biodiversity and to the
global fight against climate change. In addition to the environmental benefits, REDD+ also offers
social and economic benefits. Most recently, it is being integrated into green economy strategies.” 1
WSPA supports nested project crediting as key to REDD compliance grade credits
ARB is proposing to begin a REDD credit program limited to jurisdictional-level programs, with
consideration of nested projects at a later date. The proposal appears to only allow these credits and
not to allow a nested project (one that is developed by an independent developer). WSPA is opposed
to this proposal because it will slow down supply from REDD projects and therefore slow down the
necessary reductions that are needed for global impacts. It is bureaucratically unwieldy and it is not a
transparent process.
WSPA believes that there is a serious question on how jurisdictional crediting would work, whereby
the credits would be issued to the jurisdiction and then sold by the jurisdiction to compliance entities
and/or trading entities. It would be more efficient and transparent for all credits to be issued by the
jurisdiction to nested projects and for the developers of the nested projects to then sell the credits.
This is essentially the current system for other offset development.
While ARB may not have a published set of standards, they will have to develop an internal guide in
order to fairly evaluate different jurisdictional crediting programs. Rather than developing internal
criteria, we recommend that there is substantial benefit to sharing and developing standards
collaboratively with both the jurisdictions and the offset development community. In addition to the
benefits of developing better standards, the final standards should be transparently communicated to
all jurisdictions and offset developers. This would help spur REDD development and decrease the lag
time before viable projects could be developed.
Companies are much more likely to be more comfortable with entering into agreements with other
private sector entities, rather than subnational jurisdictions. In addition, nested project crediting will
drive the private sector involvement and investment that is going to be needed to make a sector-based
offset program successful.
WSPA supports the use of existing third-party programs and standards
WSPA supports the use of existing third-party programs and standards to generate and issue the
credits, and for monitoring, reporting, and verification to generate compliance-grade credits. For
example, we support the use of the following: VCS Jurisdictional and Nested REDD+, CAR’s Mexico
Forest Protocol, and ACR’s Nested REDD+ Standard.
1

http://un-redd.org/FAQs/tabid/586/Default.aspx

1415 L Street, Suite 600, Sacramento, California 95814
(916) 498-7752  Fax: (916) 444-5745  Cell: (916) 835-0450
cathy@wspa.org  www.wspa.org
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Ms. Rajinder Sahota
April 29, 2016
Page 3

ARB proposes to make every jurisdiction adopt its own REDD program, rather than developing its
own program or relying on existing third-party programs. WSPA believes that ARB should use
already developed third party programs and standards or they should develop their own protocol from
these third parties. Key environmental organizations including Conservation International, the
Environmental Defense Fund and the Rainforest Trust developed these protocols and they are
considered among the most robust. In addition, as the EU has opened their programs to REDD in the
last two years, these protocols have been well vetted internationally.
Further, jurisdictional partners (e.g., Acre, Brazil) may not be in a position to develop programs to
account for and issue credits and for monitoring, reporting and verification that would meet
California’s strict requirements in a timely manner. In addition to increased uncertainty and slowing
the process, companies would be faced with having to develop the organizational capability and then
devote the resources required to understand and deal with multiple different protocols and MRV
frameworks. This could further reduce the number of companies using offsets. Reduced market
participation would lead to reduced project development, impacting offset supply. WSPA suggests
that there is no need for ARB and jurisdictional partners to re-invent internationally accepted and
robust REDD programs.
WSPA supports a global perspective
From a global climate perspective, any emission reductions would be beneficial irrespective of
whether the source would be controlled if it were located in California. The current offset regulations
should be amended to specifically allow offset credits for emission reductions from sources that are
not linked to California.
While WSPA and its members will continue to comment on various ARB staff proposals as necessary
to provide technical assistance (or input), WSPA does not believe that AB 32, the Global Warming
Solutions Act of 2006, authorizes the Governor or the ARB to establish a greenhouse gas emissions
limit that is below the 1990 level and that would be applicable after 2020. Furthermore per California
Health and Safety Code Section 38551, the ARB may not rely on Executive Orders that have the effect
of extending and enlarging the scope of AB 32.
Thank you for your consideration of WSPA’s comments. If you have any questions, please contact me
at this office, or Tom Umenhofer of my staff at (805) 701-9142 or email tom@wspa.org.
Sincerely,

Cc:

Richard Corey - ARB
Edie Chang - ARB
Tom Umenhofer - WSPA
1415 L Street, Suite 600, Sacramento, California 95814
(916) 498-7752  Fax: (916) 444-5745  Cell: (916) 835-0450
cathy@wspa.org  www.wspa.org
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28 April 2016
To: Rajinder Sahota, Chief
Climate Change Program Evaluation Branch, Industrial Strategies Division
California Air Resources Board, 1001 I Street, Sacramento, California 95814
Online Submission: http://www.arb.ca.gov/lispub/comm2/bcsubform.php?listname=sectorbased3-ws&comm_period=1

IETA COMMENTS ON CALIFORNIA AIR RESOURCES BOARD’S
COST-CONTAINMENT WORKSHOP
The International Emissions Trading Association (IETA) welcomes the opportunity to share comments
on California Air Resources Board (ARB)’s 5 April workshop on potential amendments to California’s Capand-Trade Regulation related to post-2020 cost-containment and sector-based/REDD+ offset credits.
Please note that our 8 April submission on international sector-based offsets included our comments on
REDD+ from both this workshop and the one held on 22 March. As a result, this submission is limited to
cap-and-trade cost-containment.
We welcome the Board and Staff’s desire to review and improve-upon the cost-effectiveness of
California’s existing market-based systems. The following business observations and recommendations
to strengthen cost-containment in California’s program are structured around: 1) cost-containment as a
guiding principle; 2) the important cost-effectiveness of offsets; 3) embracing and building-upon market
linkages; 4) avoiding duplicative and non-complementary mechanisms; 5) holding limits and purchase
limits; 6) improvements to the Allowance Price Containment Reserve (APCR); and 7) unused allowances.
1. COST-CONTAINMENT AS A GUIDING PRINCIPLE
The distinctive feature of a cap-and-trade program is its ability to deliver certainty on program
outcomes (i.e., a reduction of greenhouse gas (GHG) emissions) at least-cost to consumers and
businesses. California’s ambitious post-2020 climate targets require significant, cross-sectoral
accelerations in deep GHG reductions. Consequently, it is more important than ever that costcontainment serve as a guiding principle as ARB outlines its climate future.
Efforts should focus on least-cost abatement opportunities, maximizing the benefits afforded by a
healthy trading system, including a broad and vibrant offsets market, and ensuring efficiencies and
cross-border market and program alignment.
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2. THE IMPORTANT COST-EFFECTIVENESS OF OFFSETS
In light of vocal opposition surrounding the continued inclusion of offset credits in California’s cap-andtrade program, IETA believes that it is imperative to emphasize the vital, multi-faceted role that offsets
must continue to play in the system.
Offsets as Cost-Containment: Offset credits are a foundational cost-containment component to any
functional and flexible carbon pricing program. As part of a robust cap-and-trade system, these credits
play a key role in maximizing climate benefits in the least time for a given expenditure, eliminating
emissions as efficiently as possible. In addition, including offsets in a cap-and-trade program creates
financial incentive for non-market actors that widens environmental consciousness and increases
economy-wide emission reduction activities.
Broad access to offsets supports and incents private sector engagement and innovation: Offsets are
vital instruments not only in terms of environmental and socio-economic benefits, but also in providing
viable prospects for cross-border linkage and collaboration. A broad pool of offsets allows markets to
thrive and elicits further efficiencies. Industry relies on wide access to offsets to cost-effectively reduce
emissions while maintaining competitiveness. And given differing abatement costs across sectors and
regions, the existence of an extensive pool of additional reductions drives cooperation, innovations in
clean technology, and reduces the overall price tag for businesses and consumers.
Maximizing the cost-containing potential of offsets: In addition to adopting additional protocols to
meet growing post-2020 demand, two relatively simple options could have a sizable impact on the
effectiveness of offsets as a cost-containment mechanism without compromising environmental
integrity of creating significant additional administrative burden: 1) expand usage limits beyond 8%;
and/or 2) allow entities to carry over unused offset limits from one compliance period to the next.
IETA believes that all carbon markets, including California’s, should steer away from limiting the use of
offsets to a specified percentage of an entity’s overall compliance obligation. These subjective limits not
only hinder cost-containment opportunities, but also constrain clean innovation and investment and
prevent fully eliciting the co-benefits that come from a broad and vibrant offset market. However, given
that ARB is not proposing any changes to the quantitative offset usage limit, the system would benefit
from amendments to facilitate maximum usage up to the prescribed limit.
Some initial ideas for consideration and future discussion include:
1. Automatic roll-over of unused offset quotas from one compliance period to the next. For those
with small compliance obligations, this would allow the offsets limit to grow to an amount
sufficient to realize material cost savings by using offsets; and

2
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2. Tradable offset quotas or third-party aggregation. Depending on the design, this could
potentially enable aggregation of quotas, while allowing those who prefer to use offsets for
compliance to build-up a position to achieve this purpose.
Given that staff is not proposing any changes to the quantitative offset usage limit, California’s
regulation could be amended to facilitate maximum usage of offsets up to the prescribed limit. We
encourage staff to explore quota design changes to help maximize offsets usage. Some preliminary
ideas for consideration and future discussion include:


Roll-Over of Unused Quotas: Automatic roll-over of unused offset quotas from one compliance
period to the next. For those entities with small compliance obligations, this would allow the offsets
limit to grow to an amount sufficient to realize material cost savings by using offsets;



Usage Limit Tiers: Creation of offset usage limit tiers based on the size of the covered entities, with
limits higher than 8.0% for smaller entities while retaining the prescribed limit for larger entities;
and



Tradable Quotas and Aggregation: Allowing for tradable offset quotas or third-party aggregation
options. Depending on the design, this could potentially enable aggregation of quotas, while
allowing those who prefer to use offsets for compliance to build-up a position to achieve this
purpose.

3. EMBRACING & BUILDING-UPON MARKET LINKAGES
Since its launch, the WCI has aimed to guide, support, and facilitate cooperative sub-national climate
action, using a linked carbon market as the cornerstone tool. The benefits of linking are clear: the bigger
and broader the market, the wider the range of abatement opportunities and improved efficiencies,
driving-down program costs while driving-up clean projects, jobs, and investment.
As California develops its post-2020 cost-containment strategy, we encourage officials to embrace,
explore, and build-upon market linkages, both across North America and internationally, through the
inclusion of international sector-based forestry offset credits. California’s trailblazing efforts have
created unparalleled expertise at a time when market-based mechanisms have begun to gain traction
across a number of North American jurisdictions. The conditions are now ripe for ARB to exercise its
leadership and experience to drive critical cost-containment benefits associated with program linkage.
4. AVOIDING DUPLICATIVE & NON-COMPLEMENTARY MEASURES
Non-market measures – such as government incentives, standards, R&D support etc. – can play
important roles in helping to reduce emissions, supporting key sectors and technologies, and influencing
consumer behavior. But as we have stressed in previous submissions, complementary measures can
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also create inefficiencies and higher overall program costs if not designed to ensure true and
transparent “complementarity” with California’s cap-and-trade program.1
The absence of “complementarity” leads to the inhibition of market functionality and efficiencies which
ultimately serve to stifle California’s ability to realize GHG reductions at least-cost. being inhibited
The majority of complementary measures dictate where reductions will occur without changing the
total amount of GHG emissions allowed under the cap. Mandating how reductions will be achieved fails
to give Californians a clear picture of costs and benefits, while forcing them to finance less economicallyefficient solutions with no real impact on state GHG emissions.
For more information on how IETA proposes that complementary mechanism be designed with a focus
on maximizing cost-efficiency, see IETA’s Complementary Mechanisms Discussion Paper.
5. HOLDING LIMITS & PURCHASE LIMITS
At a foundational level, IETA believes that holding and purchase limits amount to artificial market
constraints that impede, rather than enhance, program cost-containment, participation and success.
Other established and successful commodity markets function without such limits, and we firmly believe
that carbon markets should operate no differently.
i)

Holding Limits

As we have stressed in previous submissions, IETA’s extensive environmental market experience has led
to the conclusion that holding limits are difficult to effectively enforce and have the potential to
hinder cap-and-trade programs from functioning at optimal efficiently, leading to higher costs.2
Problematic issues with the holding limit were identified as early as February 2012 when the California
Legislative Analyst’s Office observed: “By their nature, holding limits are somewhat arbitrary and
inflexible. Moreover, it is possible that the risk of carbon market manipulation may be overstated. Other
types of markets involving the trading of commodities function well without holding limits.”3
In addition, holding limits impede the ability of entities with low-cost financing to offer this capital to
the market, thereby lowering the carbon inventory financing costs available to covered entities. By
making these sorts of transactions unnecessarily onerous and reducing the opportunity for them,
1

See for example, IETA Comments to California Air Resources Board (ARB): 2030 Scoping Plan Update & Economic Analysis
Workshop, submitted 29 January 2016
2 See for example, IETA Comments on California Air Resource Board’s Potential 2016 Amendments to Cap-and-Trade Regulation,
submitted 19 October, 2015.
3 Mac Taylor, Legislative Analyst’s Office, Evaluating the Policy Trade-Offs in ARB’s Cap-and-Trade Program, 9 February, 2012,
pg. 23.
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holding limits effectively lead to higher costs of capital for covered entities, thus increasing indirect
costs passed on to consumers.
IETA would urge ARB to consider removing holding limits to optimize program flexibility and lower
compliance costs for covered entities. In the absence of removal, we recommend instituting suitable
flexibility to address the unintended consequences and market distortions resulting from holding
limits. Such flexibility could be achieved through approaches including, but not limited to: 1) exempting
certain types of transactions from the quantitative holding limit; providing a longer grace period for
rectifying holding limit exceedances; and/or allowing for varying holding limits depending on the nature
and obligations of certain participants.
ii)

Purchase Limits

IETA equally opposes the use of auction purchase limits, as we believe that they unduly hamper the
ability of for large covered entities to cover and cost-effectively manage their compliance obligations.
Limits also unfairly skew the market and limit participation by preventing entities with smaller
compliance obligations from engaging in transactions.
6. IMPROVEMENTS TO THE ALLOWANCE PRICE CONTAINMENT RESERVE (APCR)
IETA supports amendment of the 2020 APCR by both reducing Reserve Tier prices and eliminating the
5% increase in Reserve Tier prices mechanism until a Reserve auction has been triggered by entities
purchasing at the Auction Reserve Tier prices, at this point, ARB could consider readopting a 5% price
increase mechanism on a go forward basis to mitigate risk of full depletion of the Reserve.
By implementing Option 2 of ARB’s 29 March Workshop on potential amendments to California’s Capand-Trade Regulation in relation to post-2020 emissions caps, the 2021 cap will be adjusted to align with
California’s 2020 emissions level. IETA recommends that the allowances associated with this
“adjustment” should be directed into the Reserve. By allocating these allowances into the Reserve, the
program would support a sustained price signal, the prevailing Reserve Tier prices, without creating
potential price spikes to unacceptable levels that could occur if the Reserve was fully depleted. The
diversion of the allowance “adjustment” into the Reserve will bolster Reserve volume, supporting the
reduction in the current Reserve Tier price levels without increasing the risk of full Reserve depletion
and resulting market price level issues.
IETA cautions ARB on adopting allowance borrowing into the California cap-and-trade program. ARB is
currently modifying the cap-and-trade program to align with the Clean Power Plan for future SIP
submission. Incorporating borrowing into the program would be contrary to this effort and create
additional complexity that is unnecessary in providing an appropriate cost containment mechanism for
the program. Additionally, this type of program design could create dysfunctional market behavior by
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borrowing allowances from future periods that have a program short that is more significant than the
compliance periods that these borrowed allowances would be applied to. This condition could lead to
unacceptable price levels in these future years due to burden shift to later years stemming from this
mechanism.

7. UNSOLD ALLOWANCES

The current mechanism for dealing with allowances in an undersubscribed auction effectively suspends
the sale of these allowances until the demand in the market supports their injection. IETA recommends
that this mechanism be maintained in its current form. It is supportive of a healthy trading system,
suspending the sale of allowances until a period of time when demand warrants their sale. By either
including these allowances in the APCR or retiring them, the program risks incenting market behavior
that is decoupled from fundamentals, and could cause short-term pricing volatility. This could remove
the appropriate long term pricing signals needed to incent the adoption of emission reduction
technology by forcing participation in advance of fundamental support. Entities may be financially
incented to remove the risk of severe allowance shortages at current pricing levels, a result of removing
these allowances from the market altogether or until the pricing level is much higher than the current
market.
IETA recommends that allowances in the Reserve at the end of 2020 should be carried forward and
remain in the Reserve for future purchase. As ARB highlighted on page 6 of their presentation, if the
Reserve were to be depleted, prices could rise to unacceptable levels and administrative intervention in
the market may need to occur. The risk of depletion and the resulting impacts to the market are greatly
reduced by carrying the current Reserve allowances into the post-2020 timeframe.

In Conclusion
IETA appreciates this opportunity to record our comments related to post-2020 cap-and-trade program
cost-containment. Our multi-sector business membership remains committed to supporting the
successful evolution of flexible market mechanisms to help achieve California’s ambitious future climate
goals at least-cost.
If you have questions, or further clarification related to this submission, please contact IETA’s Director of
the Americas, Katie Sullivan (sullivan@ieta.org).
Sincerely,
Dirk Forrister
IETA President and CEO
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I would like to strongly recommend against any changes that could even potentially increase the
burdensome nature of Offset verification. They are already more than burdensome enough for all
parties, including ARB staff. Offsets are the only tool we have for removing GHG’s from the atmosphere,
or as we like to call it climate repair. The carbon cap can only reduce further damage. While offset
trading incentivizes the development of climate repair projects and technologies.
While Carbon offsets are an excellent cost containment mechanism, their moats important function is
and should continue to be GHG emission reductions. In order to retain this function the offset program
and the cap and trade program in general needs to stay focused on climate change and reducing GHG in
the atmosphere. Adding regulations or implementing policies that seek to benefit the environment in
ways unrelated to climate change will only hamper the cap and trade programs ability to function. This
process, at it’s least harmful, could make the cap and trade program to cumbersome for some to
participate in. Slowing or even stopping the development of the carbon offset projects, or discouraging
others from reducing their emissions further than necessary. At its worst it could allow companies to
defer real reductions in GHG emissions. Potentially buy awarding additional benefits for GHG reductions
from specific locations or facilities, or double counting reductions of GHGs that have additional
consequences to global warming, or awarding carbon offsets for public works unrelated to climate
change at all. I recognize that the CARB has more environmental concerns than just climate change.
And I understand that some air pollutants which have little to no impact on climate change can be very
harmful to human health. Those environmental issues should have their own independent programs
specifically designed for each separate problem. I do believe however that climate change is the most
significant natural crisis facing humanity right now and the one that requires the most attention.
One change I would recommend is to change the global warming potential of all GHG’s to reflect a
shorter time frame then 100 years, and there for a more urgent goal. The time frame used to determine
the GWP for various different GHG’s should more closely match the time frame in which we want to
return to normal climate temperatures, or at least normal warming rates. Far to much irreversible
ecological damage will have occurred 100 years from now for that to be our goal. Aggressively I propose
a 20 to 25 year time frame perhaps one day even 10 years.
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April 25, 2016
California Air Resources Board
1001 I Street, Sacramento, California 95814
Submitted online to:
http://www.arb.ca.gov/cc/capandtrade/meetings/meetings.htm
Comments on April 5, 2016 Public Workshop
We are pleased to submit these comments on behalf of our client, Encourage Capital, in
support of California's continued leadership on addressing the challenge of climate
change, and in particular, its April 5, 2016 Public Workshop on Sector-Based Offsets.
I.

Overview of Encourage Capital

The impacts from climate change are already having far-reaching effects on natural
ecosystems and human well-being. Encourage Capital believes that the private sector
must play a critical role in providing financial resources for both reducing greenhouse gas
emissions and sequestering carbon in biological systems such as forests, grasslands,
wetlands, and agricultural systems.
Encourage Capital invests in and is designing ecosystem-based investment strategies to
address global climate change. The firm believes that investing in projects focused on
the conservation, restoration and improved management of biological systems — such as
forests — is one of the most reliable and most cost-effective ways to address climate
change. Such projects also provide co-benefits such as healthier ecosystems that support
biodiversity, sustainable wildlife habitat, fresh water and livelihoods of forest
communities.
Encourage Capital has become a leader in financing ecosystem-based carbon offset
projects that develop carbon credits for the California carbon market. The firm's EKO
Green Carbon Fund invests in projects that rely on improvements in forest management
practices designed to sequester more carbon. We are also developing investment
strategies to support REDD+.
II.

Inclusion of a REDD+ Sectoral Offset Mechanism is Critically Important
and California's Actions Have Worldwide Relevance

Emissions associated with forest loss, agricultural expansion, and other land-use change
account for roughly one third of global carbon dioxide output worldwide. Without
solving the crisis of global deforestation, we cannot solve the climate change challenge.
Encourage Capital applauds California's leadership in addressing the urgent need to
Baker & McKenzie LLP is a member of Baker & McKenzie International, a Swiss Verein.
3712178-v1\
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develop a world-class model for incorporating REDD+ into a functioning compliance
regime. California's efforts in this regard will directly benefit the California program by
creating an expanded pool of eligible and high-quality compliance offsets while also
benefitting tropical forest conservation, biodiversity and forest-dependent community
livelihoods. Importantly, the whole world is carefully watching how California moves
forward in its efforts to include REDD+, because, if done right, this is likely to become a
model that will be replicated in other jurisdictions around the world thereby achieving
large scale benefits.
III.

ARB Should Allow For Multiple Approaches to Address Reversal

Encourage agrees that reversal risk of REDD+ credits must be mitigated to ensure
environmental integrity of sector-based credits under the cap-and-trade program. As a
design element, existing standards have addressed permanence through the collective
buffer approach, which the evidence suggests has worked well to date. ARB has asked
for comment on four potential options to address reversals and leakage: 1) using only the
jurisdictional approach; 2) insurance; 3) a buffer pool; and 4) discounting future credit
issuances. Encourage supports flexibility in the design and use of a combination of the
four approaches ARB has set forth. For example, coupling the jurisdictional approach
with nested projects along with a requirement to retain credits in a buffer and requiring
future year issuances to first replenish the buffer after any reversals would be a robust
approach to ensure overall sectoral permanence of the reductions.
As noted in our prior comments on the March 22, 2016 technical workshop, Encourage
believes that myriad benefits result from recognizing REDD+ credits from a
jurisdictional accounting system that is able to include nested projects. With respect to
reversals, where projects are nested within a jurisdictional accounting framework,
maintaining a buffer for the jurisdiction in which both the nested projects and the
jurisdiction fairly contribute into the buffer is important. In the event of a reversal, the
buffer would be drawn to make the jurisdiction "whole" but the responsibility for
replenishing the buffer should fall on the culpable party (e.g., the project or jurisdiction).
This approach would ensure that projects are held responsible for reversals within their
project boundaries even if the jurisdiction is performing better than its reference level.
Conversely, performing projects would not be impacted due to an unrelated jurisdictional
reversal, as the jurisdictional buffer would account for such non-project-related reversal.
Encourage also supports the flexibility of allowing the procurement of insurance to
mitigate reversal risk. One of the key features of the insurance approach to consider is
from where the insurance pool of credits would be sourced. From a risk management
standpoint, there is virtue in expanding the geographic area beyond the underlying
jurisdiction to source such credits, as that reduces the risk to the insurance pool from any
geographic, political or other jurisdiction-specific threats.
ARB also seeks comment on the use of future year discounting to address reversals. This
approach is most effective as an ancillary, yet important component of an overall means
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to address reversals. For example, coupled with the establishment of buffer accounts as
described above, future year issuances could first be used to fully replenish a buffer
account in the event of a drawn down due to a reversal. In that sense, the future crediting
is "discounted" in that the jurisdiction and/or projects would not receive as many credits
that would be eligible to be sold into the market.
As a separate, but related point, where projects are nested within a jurisdictional
accounting framework, to the extent a project performs and the jurisdiction as a whole
does not (unrelated to reversals), the system design in the host jurisdiction should ensure
that the performing project would continue to be entitled to credits from a buffer,
additional credit issuance in the future and/or some other compensation mechanism. In
this scenario, the jurisdiction as a whole would not be entitled to additional credit
issuance until such time as the jurisdiction returned to a state of performance to warrant
such issuance, thereby ensuring environmental integrity at the jurisdictional level.
However, the host jurisdiction should develop a mechanisms for performing projects to
receive appropriate credits and/or compensation to ensure fairness, provide proper
incentives to continue to develop and maintain high quality projects and reduce a major
risk that the private sector struggles to overcome (i.e., projects that perform being subject
to the risk of jurisdictional non-performance). This crediting or compensation
mechanism could be achieved by utilizing the same types of mitigation measures used for
reversal risk, but applied to performance risk.
***
We applaud and strongly support ARB's continuing efforts to develop its international
sector-based offset program and welcome the opportunity to engage further on
developing the critically important sectoral REDD+ crediting mechanism.
Regards,

Richard Saines
Partner
312 861 2835
richard.saines@bakermckenzie.com

Cc:
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April 22, 2016
Dear Air Resources Board,
Thank you very much for you tremendous effort in creating the recommendations for California’s
inclusion of REDD+ jurisdictional offsets into the AB 32 compliance program. Terra appreciates the
significant amount of work is going into designing the sector-based crediting program. We at Terra,
completely support the inclusion of jurisdictional REDD in the AB 32 compliance program, as a way to
both deliver cost effective compliance grade offsets, and if designed properly, benefit communities who
manage their land and forests sustainability.
Terra Global Capital, LLC was founded in 2006 to facilitate market and payment-for-performance based
approaches for forest and land-use emission reductions that provide community benefits. Terra is now
the leader in forest and land-use analytics and finance, providing technical expertise and investment
capital to their global client base in a collaborative and innovative manner. As a group, Terra has more
global experience in the land-use carbon sector than any other entity and is committed to working with
its local partners to build capacity and support local communities and governments to sustainably
manage their land. Terra has extensive developing country experience and is the leading developer of
protocols to measure GHG emissions reductions from a full range of agricultural activities in the United
States.
For jurisdictional REDD+ Terra was one of the lead technical writers of the VCS Jurisdictional Nested
REDD Requirements (JNR) and is on the JNR Permanence and Leakage work groups. Terra developed
one of the first papers on Operationalizing jurisdictional REDD for the Governors’ Climate and Forest
Task Force and recently has provided technical finance, operational, MRV and leakage support the
Forest Carbon Partnership Fund. Terra provides technical support to the government of Congo in the
preparation of the emission reduction program document (ER-PD), for their participation in the resultsbased payment of the World Bank Carbon Fund. In addition, Terra work on the design and
implementation of the USAID BIOREDD jurisdictional program along the Colombian coast. Please accept
the following high level comments:
Buffer Pool
Terra suggests that ARB use a buffer pool to account for potential reversals. The buffer pool is an
appropriate cost-effective approach to risk management, and can be applied to all jurisdictions in a
similar manner. There are many standards that use a risk-buffer and years of knowledge can be
leveraged from these existing standards. Terra does not suggest that a specified percentage of credits
should be set aside for each jurisdiction, but that there are “risk ratings” given at each verification
period (similar to that of the AFOLU Non-Permanence Risk Tool). This step-wise approach can be applied
to 1) Human-caused risk broken down into Management Risk (or risk associated with implementation
and maintenance of REDD+ activities), Political Risk (such as legal and regulatory, political stability), and
2) Natural Risk (wildfire, pets or other ecological risks, including a changing climate). By defining risks on
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a more granular manner, the appropriate risk mitigation and non-permanence buffer methodologies can
be applied. Over time, as the jurisdiction reduces risk (such as implementing climate mitigation
activities, deeply engaging communities, has better political stability, etc.), the risk rating should be
reduced, and less credits should be held in the buffer pool. The use of the buffer pool and the reduction
of the buffer pool over time encourages jurisdictions to improve in all methods from political stability, to
improved forest management, and community engagement.

Insurance
The effectiveness of insurance to reduce reversal risk depends on the type of risk that would lead to the
reversal and whose risk is being insured. If sectoral credits carry with them the same buyer liability that
domestic offsets carry for invalidation and this is applied to cases where reversals were over a threshold,
then sectoral credit buyers could seek to use insurance instruments to reduce this risk. The threshold
could be set such that it is triggered only after the jurisdiction’s own risk buffer pool, as defined in their
methodology and funded with credits, does not have adequate credits to cover the reversal. In this way,
it 1) requires jurisdictions to have risk buffers (based on their methodology and program risk), 2)
provides protections within AB 32 through buyer liability for any reaming reversals, and 3) sets up a
structure where credits from different jurisdictions can trade according to their specific risk. This use of
insurance by sectoral credit buyers will then be a decision of risk/return versus other compliance
instruments. Depending on the legal instrument between California and the jurisdiction, there may also
be an interesting case for the state to use insurance to protect the integrity of their program.
For specific applications of insurance there are two possibilities, insuring 1) natural risk and 2) political
risk. There are products that have been developed to protect against weather damage to crops and
timber, but to date there has been limited use of these to insure carbon values against natural risks. The
existing products could evolve if there is meaningful demand from the users of sectoral credit under AB
32.
For political risk, Terra developed a product with Overseas Private Investment Corporation (OPIC), that
was used to protect Terra against loss of carbon linked investment value due to expropriation by the
government and/or political violence. This was applied to an investment made by Terra in a REDD+
project in Cambodia and provides protection in the case where the government beaches its agreement
or if there is political violence in the REDD+ area that destroys carbon credits. Besides OPIC, MIGA
provides political risk insurance, but has yet to underwrite a pure carbon based policy like OPIC. This
product could be very valuable to credit buyers and possibly the state to protect against loss of value.
OPIC has in the past indicated that they would also be in a position to insure against changes in law that
demands investment value. This could be very useful in the REDD+ sector which is still in the early
stages of regulatory development.
These products could be a compliment but not replacement for sound risk assessment that funds
jurisdictional non-permanence risk buffer pools. Any methods that discount the future or apply general
not risk based deductions will be counterproductive.
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Leakage
At a high level, the leakage risk being addressed appears to represent market and commodity leakage,
and does not include activity shifting leakage, or geographically constrained, subsistence based leakage.
Activities, such as sustenance agriculture, shifting from one jurisdiction to another need to be clearly
addressed and quantified.
In order to properly address market or commodity leakage, Approach 1 is most appropriate. Approach 1
more closely aligns with internationally recognized standards, although the data required to measure
the loss in production and determine the proxy of land maybe difficult to obtain in a credible way. In
order to address this, accepted jurisdictions must demonstrate the availability of the required data.
Approach 1 must include conditions in which a decrease in production should not be penalized due to a
downturn in market or other market forces.
Approach 2 does not appear to capture a quantifiable leakage discount and it is unclear how that
approach can contribute to managing leakage. In general, activities suggested to reduce leakage within
the jurisdiction, are just activities to reduce deforestation.
Jurisdictional Offset Tracking System
With regards to the proposed minimum standards for the jurisdictional offset tracking systems, Terra
agrees with the list set forth by ARB. However, we would add to the condition that the system is
transparent and publicly available free of charge, that there would need to be mechanisms in place to
protect commercially sensitive information.
We support the inclusion of nested projects within a jurisdictional program to also be accounted for and
tracked within the offset tracking system, some of which include REDD early movers, The Forest Carbon
Fund and ISFL.
Monitoring, Reporting and Verification
At a high level, ARB should specify in the regulations an overarching set of principles and criteria, or set
of standards, that all jurisdictions need to meet at a minimum in order to be considered in the sectorbased crediting program. Jurisdictions must define methods followed in order to meet the principles and
criteria. Terra would like to make it clear that there should be separate validation and verification
events. Methodologies used for sector-based crediting programs should be validated by a third party to
verify that the methods used follow ARB’s set of standards. Terra views verification as the event where
activities implemented are confirmed and credits are issued. Verification should be separate then
monitoring, as monitoring should be continual for different events and activities implemented through
or triggered by the program.
Terra suggests that there is an independent third-party used for both validation and verification. This is
the most objective approach to give guidance on the success of the program. ARB’s current verification
standards could be followed for the design of and definition of the verification procedures
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Terra supports that jurisdictional sector-based crediting programs should be fully transparent with
sufficient information provided on methods and underlying uncertainty estimations to permit full
evaluation and verification. Terra also supports that jurisdictions can be transparent on procedures used
while protecting intellectual property. The use of an independent third-party can help with both
meeting transparency requirements and the protection intellectual property.

Thank you,

Leslie Durschinger
Founder, Managing Director
Terra Global Capital, LLC

Comment Overview

Navigate to Table of Contents

22 April 2016
Chairman Mary Nichols
Members of the Board
California Air Resources Board
1001 “I” Street
P.O. Box 2815
Sacramento, CA 95812
Dear Chairman Nichols and Members of the Board:
SCS Global Services (“SCS”) appreciates the opportunity to comment on the California Air Resource
Board’s presentation about the potential inclusion of international, sector-based offset credits in the
Cap-and-Trade Program. SCS strongly supports the inclusion of this offset type and would like to
participate in the development of rigorous procedures for third-party verification. High-quality, thirdparty verification is an integral component of any market-based offset program. Building upon the
independent and robust requirements outlined for both verification bodies and individual verifiers in the
current Cap-and-Trade Program, ARB is in a strong position to leverage this success to international,
sector-based offsets.
Slide 31 of the workshop presentation discussed how jurisdictional methodologies could be validated as
part of the program’s design at the onset of the program, and potentially through periodic evaluations
thereafter. SCS is aware that some methodologies require a reassessment of the baselines after a 10year period, yet the methodology does not change, unless it has been updated. SCS understands that
each jurisdiction will have unique characteristics, available data, and challenges; however, it is important
to set clear parameters about acceptable methodologies in an effort to streamline verification efforts. It
is inevitable that verifiers to need to evaluate unique programs for each jurisdiction, yet the
methodologies should be limited by established options or parameters. It would be helpful to get a
greater understanding of what a periodic evaluation would entail. Would this mean that the
methodology could change over time? If this is the case, it may be difficult to make apples-to-apples
comparisons between time periods that used distinct methodologies. Additionally, should the gamut of
methodologies be too wide, verification bodies may be required to develop new tools of evaluation for
each individual jurisdiction. Not only would this be a time-consuming and challenging endeavor to
conduct for each jurisdiction, there would be less opportunity to improve and refine auditing techniques
and approaches. Consequently, verification costs would be higher because of the bespoke evaluation
required for each jurisdiction.

2000 Powell Street, Ste. 600, Emeryville, CA 94608 USA | +1.510.452.8000 main | +1.510.452.8001 fax
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Slide 34 mentions that “required verification methodologies would be developed by the jurisdiction as
part of the program design.” SCS would like to hear more about this proposal. From having only read the
powerpoint presentation, our concern is that the jurisdiction would not have the capacity or expertise to
develop verification methodologies. Accreditation bodies such as the Air Resource Board and the
American National Standards Institute are the entities that are equipped to develop such standards. SCS
has participated in numerous working groups for a multitude of carbon standards and it is not necessary
or efficient to reinvent the verification process for each new standard or jurisdiction. Perhaps
jurisdictions would select from a limited set of parameters; however, adding the development of
verification methodologies to the jurisdiction would one additional barrier to entry, a barrier for which
they may not have the experience or expertise to tackle.
SCS supports the adoption or revision of one (or several) of the standards and guidelines for verification
listed on slides 35-37. Of the standards, SCS is supportive of the adaptation of the verification procedure
of ARB’s Domestic Offset program to international, sector-based offset credits.
Again, SCS appreciates the opportunity to provide comments and we hope that our comments will be
helpful during the review process.

Sincerely,

Christie Pollet-Young
Director of Greenhouse Gas Verification

SCS Global Services | 2000 Powell Street, Ste. 600, Emeryville, CA 94608 USA | +1.510.452.8000 main | +1.510.452.8001 fax | Page 2 of 2
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April 22, 2015
Mark Purdon, Ph.D.
President and Executive Director
Institute québécois du carbone (IQCarbone)
Montréal (Québec) Canada
Email: mark.purdon@iqcarbone.org
Web: www.iqcarbone.org

Re: Comments on April 5, 2016 Workshop - Ongoing Evaluation of the Potential for Sector-Based Offset
Credits in California’s Cap-and-Trade Program

Dear California Air Resources Board staff,
Thank you for the opportunity to comment on the California Air Resources Board (CARB) slideshow
presentation of April 5, 2016. International sector-based offset credits have implications for carbon pricing
across parties actively engaged in emissions trading under the Western Climate Initiative (WCI), including
California, Quebec and new emerging North American partner jurisdictions. CARB’s deliberations also hold
promise for finally putting into action the Reducing Emissions from Deforestation and Forest Degradation
(REDD+) mechanism, long discussed at the UNFCCC, and actively involve less developed countries in the
fight against climate change.
My comments are intended to be constructive and inform CARB deliberations on international sector-based
carbon offsetting, especially arrangements for monitoring, reporting and verification (MRV). My
interpretation of MRV is broad and assume that it implies regulatory and governance structures in addition
to technical issues. Indeed, in a recent review of the term’s use in international climate change negotiations,
one observer has noted that “‘MRV’ was adopted as the catchall for the metrics and assurance processes
covering the full range of emerging climate change initiatives” (Gillenwater, 2014: 57).
The comments that I provide below are informed by field-based empirical research into the effectiveness
and implementation of international climate finance instruments that I have conducted over the past
decade, including research into the Clean Development Mechanism (CDM), REDD+ as well as Nationally
Appropriate Mitigation Actions, NAMAs (Purdon, 2005; 2009a; b; 2010; 2013; 2014; 2015b; Purdon and
Lokina, 2014; Purdon et al., 2014). This work has emphasized comparative, cross-national approaches in an
effort to understand the conditions most conducive to the effective implementation of climate finance
instruments (see Purdon, 2015a). A common theme running through my comments is that any mechanism
for international sector-based offset credits should be designed with an appreciation of the economic,
technical and political challenges involved.
1) The need for prudence
While I urge CARB to proceed with international sector-based offset credits, there is a need for prudence.
Currently, only six countries have submitted forest reference levels/forest reference emission levels to the

IQCarbone, Montréal, Québec
Web: www.iqcarbone.org / Twitter: @iqcarbone / Email: info@iqcarbone.org
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UNFCCC, the key design element against which offset credits are to be generated.1 Consequently, it is likely
that many design challenges remain to be identified as these countries move towards implementation.
Because REDD+ is only at the early stages of implementation, opportunities for ex-post evaluation are
limited. Much of the published academic literature on REDD+ is, therefore, based on assumptions about
expected practice that need to be verified. There are concerns that much of this research has not paid
sufficient attention to capacity constraints as well as political and administrative challenges. As a recent
survey concluded, “The majority of [REDD+ economic modeling] studies have produced optimistic
benchmarks for each application that do not consider policy realities and practical implementation issues”
(Lubowski and Rose, 2013: 69). More recent modeling efforts have sought to account for political and
technical risks, leading to substantial upward revisions of the costs of implementing REDD+ (Coren et al.,
2011; Rose et al., 2014). Non-price factors, including governance arrangements, state capacity and public
policy paradigms, are increasingly being recognized as important factors shaping efforts to reduce
deforestation and other international climate finance instruments (Assunção et al., 2012; Kanowski et al.,
2011; Kashwan, 2015; Korhonen-Kurki et al., 2014; Purdon, 2015b).
2) Importance of development interests
Efforts should be made to align climate finance instruments with the development interests of countries
involved, because the possibility of such alignment has important implications for the level of incentive
required to bring countries genuinely onboard with mitigation activities such as REDD+ and thus the
challenges facing MRV. REDD+ implies a significant change to the traditional process of economic
development, which saw forest clearance as a part of economic development followed by, in post-industrial
societies, movement towards forest restoration (Angelsen and Rudel, 2013). Land management has
historically played a crucial role in rural development and the early stages of industrialization (Boone, 2007;
Kay, 2009; Kohli, 2004). Given these historical precedents, without a credible commitment from the
international community, many jurisdictions are unlikely to see international efforts to halt deforestation
as being in their immediate economic development interests.
Most carbon offsetting systems have assumed that a carbon price would allow for mitigation activities
incentivized through carbon finance to be easily distinguished from background “noise”. The counterfactual
approach that underlies many carbon offsets would be more justifiable if the changes induced by carbon
finance were transformative and easily observable. However, my research suggests that at currently low
global carbon prices, international carbon finance has been used effectively for reducing emissions when
mitigation activities are implemented for developmental purposes. In particular, my ex-post evaluations of
CDM forest and bioenergy projects suggests that international carbon offset projects have been most
effective in genuinely reducing emissions when they are aligned with state development interests,
effectively supporting the state to extend existing development efforts that have the ancillary benefit of
climate change mitigation (Purdon, 2014; 2015b; Purdon and Lokina, 2014). Such alignment is particularly
important given uncertainties about the long-term viability of international carbon finance as well as
currently low international carbon offset prices.
The implication is that financial incentives realized through REDD+ may not be sufficient on their own to
drive genuine emission reductions. If reducing deforestation is not a country’s development priority, this
may imply that a higher carbon price is necessary than is typically considered appropriate. I note that the
World Bank Forest Carbon Partnership Facility has committed a willingness to pay only up to $5 per tCO2e
for REDD+ (WB-FCPF, 2014: 29), much lower than allowance prices on the California-Quebec carbon
1
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market. While there will likely be pressure to seek out REDD+ offset credits at lowest possible price, it is
important that the price not be so low that it renders its effect on deforestation trends difficult to observe.
3) Environmental integrity risk management tool
While assuring that international sector-based offset systems align with country development interests
remains important, a technical solution for managing the risk of violating environmental integrity might
also be created in order to better ensure that international offset credits are genuine (see Meyers, 1999).
Such a tool bears many similarities to tools being considered by CARB for the management of forest carbon
permanence and could be integrated with them in order to constitute a comprehensive MRV system. While
details remain to be elaborated, briefly such a tool may be envisioned as consisting of, first, an ex-ante
environmental integrity risk analysis that would be used to assign the REDD+ programme an environmental
integrity risk score which would indicate, secondly, the amount of carbon credits that need to be deposited
in a environmental integrity risk buffer account. Finally, carbon credits in this account would be issued upon
an ex-post additionality evaluation at the end of the crediting period, with the exact amount of credits
issued depending on the degree to which environmental integrity has been achieved relative to the ex-ante
assessment.
4) Demand and offset systems design in California and partner jurisdictions
Technical solutions to MRV challenges are not only to be found in developing countries hosting REDD+
projects, but might also be found in policy design in California and partner jurisdictions accepting
international sector-based offset credits. Already the price floor built into the emissions trading scheme
between California and linked trading jurisdictions such as Quebec promises to help stabilize prices for
international sector-based offset credits. However, other more technical solutions exist to minimize the
negative effects of bogus carbon credits, including discounting carbon credits relative to emission
allowances in cap-and-trade systems (Chung, 2007; Murray et al., 2013). CARB may want to consider such
arrangements as part of its system for accepting international sector-based offset credits.
Thank you for considering these comments. I would be happy to discuss any of these issues with CARB staff
in further detail if there were interest in doing so.
Kind regards,
Mark Purdon
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April 22, 2016
Ms. Rajinder Sahota
California Air Resources Board
1001 I Street
Sacramento, CA 95814
Re:

SMUD Comments Pursuant to April 5th Workshop

Thank you for the opportunity to submit comments pursuant to the April 5th
workshop, covering cost-containment in the morning and additional discussion of the
inclusion of international sector-based offsets – primarily offsets in the “Reduce
Emissions from Deforestation and forest Degradation”, or REDD category – in the
afternoon.
A. Cost-Containment In the Post-2020 Cap and Trade Program
Keeping Cap and Trade costs reasonable is extremely important for the longterm viability of the program. Experience with the Cap and Trade program so far
has been compliance instrument prices near the reserve price or “price floor”
established in the program. The primary cost-containment measure in the current
structure, the Allowance Price Containment Reserve (APCR), has not been
accessed to date, but still remains as source of compliance instrument supply that
would be injected into the market if prices increased rapidly for some reason. The
APCR will only be activated when market prices for compliance instruments
approximately quadruple, or the market expects this level to soon be reached.
The function of the APCR can be described then as a “lagging” costcontainment structure, only activated after market prices reach levels that may be
unsustainable in the long-run. SMUD supports continuation of the APCR, with
changes as described below, as well as other “leading” cost-containment
mechanisms in the Cap and Trade structure that act to increase market supply and
decrease market demand for compliance instruments before market prices have
increased rapidly, such as the inclusion of offsets in the program up to the 8% offset
limit to increase available supply and inclusion of complementary measures like the
RPS to reduce demand.
While the initial years of compliance experience in the Cap and Trade
program have seen reasonable compliance instrument prices, SMUD does not
believe that this experience should lead to complacency about prices in future years.
Market projections have indicated a potential tightening of demand/supply conditions
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prior to 2020. After 2020, the proposed increased decline in the cap year to year
has the potential to lead to increased upward price pressure. To prepare for this
eventuality, SMUD has some specific cost-containment recommendations below.
1. Modifications to the APCR structure after 2020. SMUD supports the
proposals described in the April 5th workshop to: a) remove (or reduce)
the 5% escalation factor in the annual APCR prices, reducing over time
the range of difference between the APCR prices and the reserve price
floor; and b) consolidating the price tiers in the APCR. SMUD agrees with
the Emission Market Advisory Committee (EMAC) that reducing the
difference between the reserve price and the APCR prices will reduce
rewards for any exercise of Market Power near the end of a compliance
period. SMUD also notes that the added 5% escalation factor, when
extended past 2020, would lead to APCR prices in the range of $120-150
per allowance; -- a price level that implies the program is unsustainable.
Consolidating the price tiers removes an unneeded complexity from the
APCR structure. If the APCR is ever accessed, injecting all of the
allowances into the market at one price is likely to have a stronger
stabilization effect than having three separate price tier “injections” (as the
APCR is currently structured).
SMUD also supports: a) leaving any unused allowances in the current
APCR in place after 2020; 2) adding to the post-2020 APCR with the
difference in allowances that would result from a cap adjustment in 2021,
should ARB choose to include a cap adjustment; and 3) adding any
allowances that remain unsold for long periods of time to the APCR. In all
of these instances, there is basically a ‘bank’ of allowances from the years
leading up to 2020 – representing emissions that are below the current
cap – and that bank should be maintained to protect against unsustainable
price increases that may accompany the sharper emission reductions
expected in the next decade. A maintained or larger APCR is consistent
with the EMAC recommendation to accompany reduced APCR prices with
a larger APCR.
2. Using Future Vintages For Compliance At A Premium: SMUD also
supports including the ability for covered entities to use a limited amount
of future vintage allowances for compliance in the current compliance
period. Multi-year compliance periods provide compliance flexibility, but
the end of a compliance period still represents a source of instability in the
Cap and Trade structure. Currently, entities are limited to using only
current vintage and past vintage compliance instruments for any
compliance event. For the 30% annual surrenders in the early years of
compliance periods, this is not a significant market constraint. However,
in the final year of a three-year compliance period, the entire period must
be made whole with these vintages of compliance instruments, and if
2
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demand here stretches supply, prices will inevitably reflect the market
tightness. When the limited future-year allowances out in the market are
not allowed to be used, they will likely be valued at substantially lower
prices in the near-term, reflecting the looser market conditions that will
occur at the beginning of the next compliance period. There is a set of
market conditions that may result in a three-year sine-wave in market
prices, rather than a stable or a stably increasing long-term price trend.
Such a pattern almost certainly will negatively affect investment decisions
in emission reducing practices, exacerbating the tight market conditions
over time.
SMUD supports the proposal of allowing the current future vintage
allowance instruments already in the market (those sold by the state in the
quarterly auctions) to be used for current period compliance at a premium
– so that more than one future vintage compliance instrument is
necessary to satisfy a compliance obligation for the current period. In the
first half or so of 2018, for example, as the tallying for the 2015-2017
compliance period occurs, there will have been some vintage 2018
compliance instruments sold in 2015, vintage 2019 allowances sold in
2016, and vintage 2020 allowances sold in 2017. ARB could allow entities
to use these different vintage allowances at a single premium such as the
25% premium used as an example at the workshop, or establish differing
premiums for each vintage to reflect the difference between the vintage of
the instrument and the year it is being used.
SMUD would also support a broader concept of “overlapping” compliance
periods, where the vintage 2018 allowances that have been allocated prior
to the early November compliance period surrender “event” could be
available for compliance, again at a premium. Note that not all of the 2018
vintage allowances would be available, as some are auctioned off in the
fourth quarter auction every year, too late for the surrender event. The
ARB can alter the Cap and Trade regulations to increase the allowances
held for the final auction if desired. SMUD sees this overlapping concept
as providing a market price smoothing effect between compliance periods,
without really borrowing from future periods, since the allowances have
been allocated or sold in the market prior to the surrender event.
3. Additional Offset-related Cost Containment: SMUD suggests ARB
should also consider additional cost-containment mechanisms in the
current Cap and Trade rulemaking, such as increasing the supply of
offsets and enhancing the ability to use offsets up to the 8% limit.
Increased supply of offsets can be accomplished by expeditiously
approving additional protocols, such as the proposed sector-based offset
protocols. Increasing supply is made more effective if the ARB also
enhances the ability of the Cap and Trade marketplace to use offsets for
3
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compliance up to the 8% limit. The full amount of offsets available may
not have been necessary in the first compliance period, since only half the
available offset limit was used, but if prices rise dramatically, the additional
supply that comes from being able to fully use the 8% offset limit will be
very important.
SMUD has previously suggested, along with other parties, that the ARB
either allow compliance entities to “bank” their offset limit across
compliance periods, increasing the chances that each obligated entity
would be able to use offsets up their limit over time, or explicitly
“reallocate” any unused offset limit in a compliance period over all
compliance entities, ensuring that the market in general will have a better
chance of utilizing offsets up to the limit. SMUD would still support either
of these actions, but suggests a third alternative – ARB could track any
unused offset limit in previous compliance periods in an offset “limit bank”,
and release that extra room under the limit to the market only if prices rise
to the point that a minimum percentage of compliance instruments are
sold from the APCR (a minimum percentage may be necessary to prevent
gaming of this provision). This is not changing the 8% limit itself, or
increasing supply beyond that already potentially available in the Cap and
Trade structure, it is simply finding a way to access that already available
supply at a time when it is sorely needed. It is a way of increasing the
amount of instruments that are “released” when the APCR is accessed
without explicitly taking additional instruments from the market to fund an
increased APCR. In effect, the market had already “donated” that supply,
and ARB can include a modification to the regulations to ensure that the
donated supply is fully accessible to the market.
SMUD has also previously suggested that offsets that provide certain
benefits within California could be exempted from the offset limit, given
that the emission reductions implied by the offsets are occurring within the
state, so that in effect the overall AB 32 limit is being observed. This
concept could be adopted in combination with ta minimum percentage of
he APCR being accessed as well, so that the relatively small amount of
supply opened up by the action would only occur once prices had risen to
a point that a boost in supply is needed to keep the program sustainable.
The offsets that would be exempted from the 8% limit in this concept could
include those that are associated with:


a direct reduction or avoidance of any criteria air pollutant
emissions in California;
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a direct reduction or avoidance of any impacts on water quality in
California;



a direct alleviation of a local nuisance within California associated
with the emission of odors;



a direct environmental improvement to land uses and practices in
California’s agricultural sector;



a direct environmental improvement to California’s natural forest
resources and other natural resources;



a direct reduction of the need for mitigation of the impacts within
California of rising global greenhouse gas emissions.

Finally, SMUD also supports any streamlining of offset policy while
maintaining offset integrity that allows compliance entities (particularly
smaller entities) to access offsets up to their current limit. For example,
the buyer liability aspect of most offsets imposes a market risk that
prevents many from considering the offset alternative, even with marketinsured “golden” offsets. SMUD encourages ARB once again to move
away from buyer liability in current and future offset protocols.
4. Enhancing Impacts Of Complementary Measures: SMUD believes that
the complementary measures established as companion GHG reduction
measures for the Cap and Trade generally act to reduce demand for
compliance instruments. These measures hence act as a kind of
“leading” cost-containment measure, lowering demand prior to market
prices rising to APCR levels. One of the largest of these complementary
measures is California’s Renewable Portfolio Standard (RPS) program,
which acts to reduce emissions and hence need for compliance
instruments in the electric sector.
Historically, there has not been a perfect collaboration between the RPS
and Cap and Trade, so that some renewable procurement allowed under
the RPS does not result in a lowered carbon obligation, which reduces the
cost-containment impact of the program. The RPS procurement that has
no carbon benefit under the Cap and Trade rules is the procurement of
unbundled RECs, or Portfolio Content Category 3 (PCC3) resources.
Historically, however, all other types of RPS procurement will result in
some kind of reduced demand for compliance instruments.
One way that the ARB has reflected the complementary RPS in the Cap
and Trade regulations is with the RPS adjustment. Under this part of the
regulations a compliance entity may reduce its compliance obligation to
5
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reflect the procurement of renewables without ensuring delivery of that
power to California, if an equivalent amount of substitute fossil energy is
delivered to California. This provision allows this kind of RPS
procurement to have the cost-containment impact of a demand-reducing
complementary measure, as intended.
However, ARB staff has indicated that the RPS Adjustment may be
difficult to continue in the future, given perceived problems with how it is
currently implemented and the difficulty of resolving those perceived
problems. SMUD has previously commented, and reiterates here, that
ARB should find a way to preserve the RPS Adjustment going forward.
The general principle is to make sure that complementary measures are
implemented to maximize their intended cost-containment impact if it is at
all feasible to do so.
B. Including Sector-Based Offsets
SMUD has consistently supported the inclusion of sector-based offsets in the
Cap and Trade program. SMUD submitted arguments to this point on the 2013
Scoping Plan, the 2013 Cap and Trade regulation amendments, and pursuant to the
October 28, 2015 workshop on sector-based offsets inclusion. SMUD has also
verbally supported inclusion of sector-based offsets at many ARB workshops and
board meetings, most recently at the March 22nd workshop. SMUD has commented
in favor of including REDD sector-based offsets for two primary reasons:
1) enhancing California’s leadership on addressing Climate Change around the
world; and 2) cost-containment within the Cap and Trade structure in California.
SMUD believes that it would be an important facet of California’s leadership
and outreach to engage other jurisdictions around the world in reducing greenhouse
gas (GHG) emissions, rather than focusing solely on California’s responsibility to
reduce those emissions. California can provide leadership on the question of
providing investment funds for important REDD GHG reducing projects in partner
jurisdictions issue by opening the Cap and Trade program to sector-based offsets.
This action spreads attention to the problem of global climate change beyond the
relatively narrow confines of California, broadening ARB’s leading efforts to address
this major world problem.
SMUD also believes that adding REDD offsets to the offset supply available
to California, while preserving environmental integrity by ensuring those offsets are
extremely well vetted, again acts as a “leading”, rather than “lagging” tactic to
contain Cap and Trade costs in California. Reducing the expected shortfall in offset
supply in the second and third compliance periods by including additional types of
offsets, such as the REDD sector-based offsets under consideration, would help to
ensure that Cap and Trade compliance instrument prices remain reasonable to
6
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Californian’s in all locations and all income levels. SMUD continues to support an
adoption schedule that allows inclusion of sector-based offsets in the Cap and Trade
market late in the second compliance period, as well as in the third compliance
period and in post-2020 compliance periods, to encourage rapid development of
positive programs such as REDD offsets.
The use of offsets in the Cap and Trade program is also restricted by the
buyer liability structure that applies to most compliance offset protocols. Even with
the market providing insured “Golden” offsets, there remains some risk that prevents
potential buyers from fully entering the offset market, particularly for a smaller
covered facility or company, which is one reason that offset demand in the market
has been well below the 8% limit. For REDD offsets, this buyer liability risk may be
perceived as even more pronounced given the question of dealing with different, far
away, countries and a relatively unknown regulatory structure. Certainly this risk
could inhibit the success of the contemplated inclusion of REDD offsets.
With respect to the details of including sector-based offsets covered in the
April 4 workshop, SMUD supports:


Establishing a buffer pool to manage the risk of reversals, similar to that
used for the US Forests Compliance offset protocol. This is not exclusive
of other efforts to handle reversal risk, including actions by the source
jurisdictions to ensure the robustness of sector-based offsets in those
locations or third-party market insurance structure. As mentioned above,
SMUD does not support an expansion of buyer-liability for sector-based
(or any other) offset protocol.



Including some additional mild discounting to manage the risk of leakage.
There is already some conservatism built into the proposed offset
structure with a crediting baseline below the historic practice level, and a
small additional discount on crediting should be sufficient to address
leakage as defined here.



A jurisdictional tracking system that satisfies minimum standards
established in the sector-based protocol. The minimum standards
proposed in the staff presentation seem reasonable.



A robust measurement, reporting and verification process; meeting
quality standards established in the sector-based offsets protocol; that
ensures transparent information available about the offsets generated.
The standards proposed in the staff presentation seem reasonable.
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Thanks again for the opportunity to comment.
Respectfully submitted,
/s/_______________________
WILLIAM W WESTERFIELD, III
Senior Attorney
Sacramento Municipal Utility District
6301 S Street, MS A311
Sacramento, CA 95817
/s/_________________
TIMOTHY TUTT
Program Manager, State Regulatory Affairs
Sacramento Municipal Utility District
6301 S Street, MS A313
Sacramento, CA 95817
cc: Corporate Files (LEG 2016-0311)
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Claire Halbrook
Climate Policy Principal
State Agency Relations

1415 L Street, Suite 280
Sacramento, CA 95814
(916) 386-5711

April 22, 2016
Ms. Rajinder Sahota
California Air Resources Board
1001 I Street
Sacramento, CA 95812-2828
Re: April 5, 2016 Cost Containment Workshop
Pacific Gas and Electric Company (PG&E) appreciates the opportunity to provide comments on
the April 5, 2016 “Cost Containment Workshop” (workshop). PG&E strongly supports
California’s clean energy goals and we look forward to working with the California Air
Resources Board (ARB), the Legislature, and concerned stakeholders to craft legislation needed
to codify a post-2020 greenhouse gas (GHG)- reduction goal.
PG&E Recommends Updating Cap-and-Trade Market Studies to Assess Market Impact of More
Ambitious Climate Goals
Cost containment is a risk mitigation tool used to maintain healthy cap-and-trade market prices
that are neither too low to effectively incent low-carbon investments nor too high to prove
unsustainable for Californians who ultimately bear the cost of GHG-reduction programs. Before
completing the design of a risk mitigation tool, it is best to understand both the probability of
excessively high prices and the potential impacts of not sufficiently mitigating this risk.
Fortunately, ARB has a strong example it can draw upon when developing post-2020 market
studies.
The Market Simulation Group’s (MSG) work referenced by staff during the workshop is a strong
example of how ARB and subject-matter experts can study market dynamics and explore the
potential for extreme price volatility or systemic market imbalances. In its paper, “Competitive
Supply/Demand Balance in the California Allowance Market and the Potential for Market
Manipulation,” the MSG highlighted the risk of using complementary measures to deliver the
same GHG-reductions that would have otherwise been delivered through a market-based
mechanism, leaving the Cap-and-Trade Program with few incremental abatement opportunities.
The MSG’s modeling worked showed that, “the combination of large amounts of ‘zero-price’
abatement, and relatively modest price-responsive abatement creates a hockey stick shaped
abatement supply curve (See Figure 1).”1 Depending upon the design of the forthcoming 2030
Target Scoping Plan, the issue of interaction between complementary measures and marketbased mechanisms could persist into the post-2020 period. The need to explore the potential for
high prices within the Cap-and-Trade Program is particularly important given the possibility of
an annual cap decline rate approximately twice that of the current rate. Therefore, PG&E
strongly recommends that ARB invest the time and resources needed to assess the probability
and full impact of cap-and-trade prices reaching unacceptable levels.
1

http://www.arb.ca.gov/cc/capandtrade/simulationgroup/msg_final_v25.pdf
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Without post-2020 market studies in place, PG&E’s recommendations outlined below and
support for maintaining the Allowance Price Containment Reserve (APCR) cost containment
mechanism are based on the information currently available to stakeholders.
California Should Not Risk an Administrative Intervention
While the likelihood of APCR depletion may seem low now, PG&E finds it irresponsible to risk
an “administrative intervention” if prices were to rise to “unacceptable levels.”2 An
administrative intervention could prove detrimental to ongoing GHG-reduction efforts by
removing the transparent price on carbon. PG&E also agrees with staff that an administrative
intervention could “permanently damage the market’s credibility.” In addition, a unilateral
intervention could create legal and financial implications with already-linked jurisdictions,
making additional linkages nearly impossible. PG&E does not understand why California would
want to risk an administrative intervention of unknown duration and nature when it is possible to
create a solution today based on sound analysis and a formal public stakeholder engagement
process.
ARB Should Ensure Post-2020 Prices Cannot Exceed Acceptable Levels
Many of the cost containment proposals staff presented at the workshop could successfully offer
relief during temporary periods of high prices, but none could resolve a systemic allowance
shortage. This continues to leave California open to the possibility of administrative intervention.
Therefore, PG&E recommends that ARB work with stakeholders now to explore developing a
mechanism to refill the APCR in the event it is depleted post-2020. One option, previously
recommended by the Joint Utility Group (JUG), would be to identify a ready source of highquality carbon offset credits not currently eligible for compliance in the Cap-and-Trade Program.
ARB could either directly sell these offset credits to compliance entities or use the revenue raised
from the sale of newly created APCR allowances to purchase offset credits. ARB could contract
with a third-party to provide these services if it is hesitant to do so itself. Another option,
presented by the MSG, would be to purchase allowances from other functioning carbon markets,
if needed. Neither of these options is free of administrative implementation challenges, but they
could both create a firm price ceiling while also maintaining the environmental integrity of the
Cap-and-Trade program.
Since APCR allowances will only enter the market when prices approach unacceptably high
levels, PG&E supports placing unused APCR allowances from prior periods into the post-2020
APCR. Similarly, if the 2021 cap is adjusted to reflect actual 2020 emissions, the difference
between the cumulative allowances available under the “adjusted” approach and the “straightline” trajectory should be placed in the APCR instead of retired. This approach balances
environmental protection—by not placing the unused allowances back into pool of allowances
2

Slide 6 of April 5, 2016 staff presentation:
http://www.arb.ca.gov/cc/capandtrade/meetings/040516/cost_containment_april_5_workshop_presentation.pdf

Comment Overview

Navigate to Table of Contents
PG&E Comments on Cost Containment Workshop
April 22, 2016
Page 3
sold at the quarterly auctions—and cost-containment—by not retiring the allowances. PG&E
also recommends that the annual APCR escalation factor of 5% be removed post-2020. At the
current rate, the lowest tier APCR price could reach well over $90/MT by 2030 with the floor
price reaching only $24/MT (in 2013 dollars). This would leave a range of over $66/MT for
market price fluctuations to occur—over twice as large as when the market began with a $10
reserve and $40 first-tier APCR price. PG&E would also be interested in exploring the potential
market impacts of further limiting the number of APCR tiers.
PG&E Supports ARB’s Existing Cost Containment Features and Encourages Their Continuation
PG&E supports ARB’s existing cost containment features, including multi-year compliance
periods, banking, and use of offset credits. PG&E supports staff’s proposal to continue multiyear compliance periods and to continue banking, including banking of pre-2021 vintages. Such
features acknowledge the time needed to implement emissions reductions and contract with
offset credit providers and recognize the potential for temporary fluctuations in emissions within
a single year (e.g., temporary changes to hydroelectric generation). Staff’s proposal regarding
banking of pre-2021 vintages will also help maintain incentives for early emissions reductions in
the current program and provide certainty to market participants. PG&E also supports continued
use of offset credits in the Cap-and-Trade program. However, without additional analysis of the
post-2020 cap-and-trade fundamentals, as previously described, it is challenging to identify a
preferred usage limit level. We note that higher offset usage limits are also worthy of further
exploration given California’s ambitious 2030 GHG targets.
A Robust Market with a Wide Selection of Emissions Abatement Options Should Remain the
Primary Objective
PG&E strongly supports ARB’s market expansion efforts, whether they come in the form of
formal linkages, as happened with Quebec; informal collaborations, as is happening around the
western United States, Canadian provinces, and Mexico; or inclusion of international carbon
offset credits, as is being pursued with Acre and Chiapas. The best indicator of California’s
leadership on climate is the expansion of partner jurisdictions.
To this end, PG&E recommends ARB staff focus on the current opportunities to join forces with
like-minded states and jurisdictions across the country (under the Clean Power Plan) and around
the world (under the COP 21 Paris Agreement).
Sincerely,
/s/
Claire Halbrook
Climate Policy Principal
Pacific Gas and Electric Company
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MINE METHANE CAPTURE AND CALIFORNIA CAP AND TRADE.

Vessels Coal Gas, Inc.
2016 Global Methane Institute
Washington DC March, 2016
Vessels Coal Gas Inc™
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A nightmarish process, any
little help that a government
entity can do for us will be
overwhelmingly welcome.

Vessels Coal Gas Inc™
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Rounding and Estimates
Any calculations used and quantities referred to in
this presentation are intentionally rounded to
provide estimates. Using actual numbers in specific
cases will provide different values then those used in
this presentation.
Factors of conversion of methane to metric tons of
Carbon Dioxide equivalent (tCO2e) and to equivalent
emissions from other sources of greenhouse gas were
taken from the IPCC and US EPA’s web sites.
Vessels Coal Gas Inc™
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Risk


Deep seated opposition to Offsets.



Amongst parties concerned with the escalation of climate change
there are individuals and organizations who are strongly opposed to
offsets.



We do not sense urgency amongst many involved with mitigating
climate change.



Suspicion of financial incentives and markets as tools to slow global
warming hamper quick progress.



“If people pollute they should clean it up.”
Vessels Coal Gas Inc™

4

Financial Investors and public
policy makers have questions.
Why Coal Mine Methane?
1. Increasing number of frost free days per year in Colorado. Page 11 of
Climate Change & Aspen, An Update on Impacts to Guide Resiliency Panning &
Stakeholder Engagement, Aspen Global Change Institute, 2014, James Arnott,
Elise Osenga, John Katzenberger.
GI_canary_ClimateChangeAspen2014ExecSum

2. Methane and Soot most urgent to reduce. Page 183 of SCIENCE, January 13,
2012, Vol. 335, Simultaneously Mitigating Near-Term Climate Change and
Improving Human Health, and Food Security, Drew Shindell etal.

Vessels Coal Gas Inc™
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MARKETING FIRST
WHY METHANE?
Global warming potential (GWP) for non CO2 Greenhouse Gases (GHG)
to reflect the Intergovernmental Panel on Climate Change (IPCC)
Fourth Assessment Report (AR4) timescale over twenty years has the
potential to incentivize a great deal of activity in reducing highly
potent GHGs.
Using a GWP of 100 years when the next 20 years are the most
important does not compel a change of behavior as fast as is necessary.
Vessels Coal Gas Inc™
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2012: Hottest Year Ever for
Lower 48
GLOBAL WARMING POTENTIAL



Science Magazine recently
published a study showing
that methane and soot
reduction would have the
most significant, immediate,
and cost effective impact
slowing on global warming.
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12

Metric Tonnes CO2 Equivalent (tCO2e) /MWH
With a 20 year GWP

10

8

6

Climate Protection: Waste
Methane reduces > 10
tCO2e/1,000 kilo watt hours

4

2

0
Coal
-2

USA

Natgas

Wind, Solar, Hydro Waste Methane

Climate Damage: tCO2e emissions/MWH
Vessels Coal Gas Inc™
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Waste Methane generating 1,000 kilo watts per hour annually
avoids climate damage of more than 80,000 Tonnes of CO2e
each year.

PLANTING ≈
200,000 TREES

REMOVING ≈
16,000 CARS
Vessels Coal Gas Inc™
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Estimated conversion assumptions.
 9,000 cubic feet of methane ≈ 1,000 kwhrs.

 1,000 kwhr = 1 MWHR.
 1MWHR x 24 hours x 365 days x 90% operating time ≈ 8,000 MWHRs

 72 GWP / California GWP of 21 = 3.43
 1,000 scf of CH4 = 0.348 tCO2e at a GWP of 21
 0.348 x 3.43 = 1.19 tCO2e
 9mcf of CH4 x 1.19 = 10.71 tCO2e at 20 years.
 8,000 MWHRs per year avoids climate damage of > 80,000 tCO2e.
Vessels Coal Gas Inc™
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COMPLIANCE CARBON MARKET MAKES IT HAPPEN
 Voluntary Markets insufficient to pay the cost carbon reduction.
 Compliance Markets Work

 Buyers come looking for us.
 Destruction of methane for carbon offsets avoids electricity generation competition.

 Electricity market is zero sum game and needs competitive lobbying to grow.
 Natural gas is dead.

Vessels Coal Gas Inc™
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END USER OF OFFSETS MOST MOTIVATED



Large Corporations do not want to control your life.



They just want the offsets.



Their interest is stronger the more established and settled the
compliance market becomes.



Relationship is as sound as any commercial producer to end user.



Reasons to renegotiate and foster relationship.



They understand the business.

Vessels Coal Gas Inc™
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Investors Do Not Understand Industry.
"Tax credits, right?”
People are paying you so they can keep polluting?!
You are subsidizing dirty industry.
California is paying you to reduce pollution not even in their state!
Have you done this before?
What if the Federal government does something?
But what is it you do?
Why can’t we go with you to make offer to coal company?
We want to sell electricity not burn methane.
How do you know someone is going to pay you for burning methane?
So who are we going to sell the Coal Bed Methane to?
We need to have control.
We need a different deal then the one you have already negotiated.
But you are releasing CO2 when you burn methane?
Vessels Coal Gas Inc™
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All Equity Investors Are Alike.
Risk Averse
 Preservation of principal more important than risking capital for profit.
 No prior analogies in the USA.
 No experience with small scale electricity generation markets and less with carbon markets.
 Equity financing with downside protection primary option.
 Limited Liability Companies are the flavor du jour.
 Debt unavailable until after 2 years operating history.
 Need proof of concept.
 Contract oriented vs relationship oriented.
Vessels Coal Gas Inc™
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Carbon Project Financing – Most
Practical Financing Model.







Minimize spending time and expense on negotiating transaction or
raising capital.
Start a project as soon as you can.
Negotiate terms that work well enough to get started.
Gain experience and become a player.
Each project can have separate ownership, financing, and
management.
In the USA Limited Liability Companies are the most efficient form
for project financing.
Vessels Coal Gas Inc™
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How to Approach Project
Investors.
 Develop project as much as you can before you talk to
investors.
 Negotiate with yourself first (know what you want)

 Investor will be dominant until investment is returned.
 Seek out financial parties already interested.

 Financing from an end user of the carbon offsets.
 Financing from an end user of electricity.

Vessels Coal Gas Inc™
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Options for MMC Project Developers to Manage
the Economic and Legal Risks from Mine Closure?
 Negotiated contract should include rights to mine methane
before and after mine closure.
 Stay very close to mine management and owners.
 Take over assets that will be needed to operate.
 Owner of methane needs some financial benefit.

Vessels Coal Gas Inc™
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Elk Creek Coal Mine Methane
Destruction and Utilization Project
 3 MW (3,000 kilowatts) of
electricity generation capacity
combusting 600 scfm of
methane.

Elk Creek Coal Mine Methane
Destruction and Utilization Project
Thermal Oxidizer
Three 1MW Containerized Generators

 Enclosed combustion of up to
2,500 scfm of excess waste
methane.
 Reliability: 95% operational
availability 2014 & 2015.
 Design flexibility: 20 – 90%
methane gas concentration.

9 MW Substation

Control
buildings
Pipeline

Gas conditioning:
Remove water, Filter,
Cool, Pressurize.

Vessels Coal Gas Inc™
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CALIFORNIA MINE METHANE CAPTURE PROTOCOL
WILL NOT IMPROVE WITHOUT ADVOCACY.
 Global Warming Potential 21 not 72.
 2,600 scf of methane emission reduction = 1 ARBOC not 800 scf.
 Current GWP of 100 years not next 20.
 0.35 tCO2e per 1,000 scf of CH4 not 1.19 tCO2e
 $3.50 per tCO2e not $14.30
 Invalidation risk distraction and risk.
Vessels Coal Gas Inc™
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Vessels Coal Gas Inc.
MINE METHANE CAPTURE AND CALIFORNIA CAP AND TRADE.
2016 Global Methane Institute
Washington DC March, 2016
Vessels Coal Gas Inc™
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April 15, 2016
To:

Andrew Panson (Andrew.panson@arb.ca.gov)
Michelle Buffington (michelle.buffington@arb.ca.gov)

From: Norvell Nelson (norv@ltvcorporate.com)
Re:
Comments on the April 4, 2016, Workshop on Development of the FY
2016-17 Funding Plan for Low Carbon Transportation and Fuels Investments and
Air Quality Improvement Program (AQIP)…and including, in part,
Comments on the April 5, 2016, Workshop on Ongoing Evaluation of the
Potential for Sector-Based Offset Credits in California’s Cap-and-Trade Program

Overview
The Governor’s Draft budget for 2016-2017 included the first large scale
expenditures of the Cap-and-Trade funds collected by the state beginning in
2014. The Cap & Trade program is directed towards the reduction of
greenhouse gas emissions (GHG) and employs several financial formulas to disincentivize emissions of GHGs, which are given in terms of metric tons of CO2
equivalent emissions. The legislative mandate for the use of the cap and trade
funds directs their usage to promote the reduction of GHG (CO2) emissions and
that about 50% of the funds be spent for disadvantaged communities.
An excerpt of the Governor’s Draft 2016-17 budget regarding the expenditure
of Cap-and-Trade funds for “50 Percent Reduction in Petroleum Use” is given in
the Table 1. The proposed expenditures allocate $500 million to the Air
Resources Board (ARB) for LCFS programs. This total represents a significant
expenditure for the low carbon fuels sector.
Table 1: 2016-17 Cap and Trade Expenditure Plan
Governor's Draft 2016-17 Budget
(Dollars in Millions)
Investment Category

Department

Transportation Agency
50 Percent Reduction in
Petroleum Use

Caltrans

Transit & Intercity Rail Capital
Program
Low Carbon Road Program
Low Carbon Transportation &
Fuels
Biofuels Facility Investments

Air Resources Board
Energy Commission

1
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The LCFS Workshop held on April 4, 2016, presented the ARB’s program for
these LCFS expenditures in much greater detail. In going over the programs
outlined by ARB in the slide presentation for this Workshop, the following
proposed expenditure summary could be developed.
The proposed
expenditures as presented at this Workshop are listed in Table 2.
Table 2: ARB Proposed Expenditures under Cap & Trade for FY 2016-17 as Presented on April 4, 2016
Program
Low Carbon Transportation
CVRP (Clean Vehicle Rebate Project)
Pilot projects disadvantaged communities
EFMP Plus-up
Ag worker van pools SJV
Car Sharing
Increased Public Fleet Incentives
Financing Assistance for low income consumers
Truck/Bus/Off-road Allocations
ZE Freight Equipment Pilot Commercial
ZE Truck Pilot Commercial Deployments
ZE Truck Pilot Commercial Deployments
Rural School Bus Pilot
Low Nox Engine Incentives
HVIP (Hybrid vehicle incentive program)
Fuels
Very low carbon fuel production incentive
AQIP (Air Quality Improvement Program) HD & Off-road
Truck loan assistance program
Ag Equipment Trade-up SJV Pilot
Reserve for Revenue Uncertainty
HD Vehicle & Off-road Equipment
Advanced Technology Demo for on-road trucks
Low Carbon Transportation
On-road trucks
Intelligent Truck Systems and Connected Vehicles
Advanced Powertrains
Zero & Near Zero Emission Trucks
Off-road Freight Equipment
ZE Cargo Handlind
ZE Ground Support
Advanced Port Equipment
ZE Locomotive
Off-road non-freight equipment
Adv Tech Ag Equipment
Adv Tech Construction Eq
Adv Tech Passenger Trans

Amount,
$ Millions

Disadvantaged
Community Benefit (%)

Description

Source

2015-16 $55, 2016-17 $175

Cap & Trade

230

33

Enhanced Fleet Modernization Program

DMV $1/car
Cap & Trade
Cap & Trade
Cap & Trade
Cap & Trade

30
3
8
3
6

100
100

2015-2016 $5 2016-17 $13

Cap & Trade
Cap & Trade
Cap & Trade
Cap & Trade
Cap & Trade
Cap & Trade

5
18
42
10
23
18

>50
>75
>75
TBD
0.5
>60

Cap & Trade
DMV Fees

40

TBD

Should focus on criteria pollutants

Through CVRP

100
>50

22
3

Criteria pollutant reduction

not early commercial

Cap & Trade

30

Cap & Trade
Cap & Trade
Cap & Trade

30

Cap & Trade
Cap & Trade
Cap & Trade
Cap & Trade
Cap & Trade
Cap & Trade
Cap & Trade
Sum

18

11
550

The $50 million differential between the expenditures given in the ARB April 4
Table and the $500 million given in the Governor’s Draft Budget are owing to
the inclusion of funds from DMV as noted in the Workshop presentation.
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Environmental Boundary Conditions
There are some very important and urgent environmental conditions present in
California that do not appear to be addressed in the LCFS programs as outlined
in the April 4 Workshop. There are some immediate ambient air pollution
conditions which should have the highest priorities for meaningful abatement.
In particular, both SCAQMD and SJVAPCD are designated by the EPA as being
“Severe Non-Attainment areas for non-compliance with the EPA ambient air
standards for ozone. EPA has some target dates for achieving compliance; they
are close being in the 2021 -2023 time frames.
Nitrogen Oxides (NOx)

Top 15 NOx Source Categories (SCAQMD and SJVAPCD)
Low Potential

40

Some Potential

30

High Potential

20

Commerical
Harbor Craft

Service/Commerci
al

Medium-Duty
Trucks

Food And
Agricultural
Processing

Residential
Combustion

Light-Duty Trucks

Light-Duty Cars

Heavy-Duty
Gasoline Trucks

Manufacturing
and Industrial

Heavy-Duty
Buses

Aircraft

Locomotives

RECLAIM (large
stationary)

Recreational
Boats

50

Ocean Going
Vessels

Off-Road
Equipment

0

Heavy-Duty
Diesel Trucks

10

(226 tons/day out of total 257 tons/day)

40
30
20

Service And
Commercial

Aircraft

Medium Duty
Trucks

Managed
Burning And
Disposal

Cogeneration

Food And
Agriculture

Oil And Gas
Production
(Combustion)

Glass And
Related
Products

Farm
Equipment

Off-Road
Equipment

0

Trains

10
Manufacturing
And Industrial

SJVAPCD
Summer NOx (ton/day)

Market Forecast
Drivers of Change

Targets for Emissions Reductions

(298 tons/day out of total 319 tons/day)

50

Heavy Duty
Diesel Trucks

SCAQMD
Summer NOx (tons/day)

60

Purpose

Key
Recommendations

Key Findings

Nitrogen oxide (NOx) emissions are implicated as the precursor compounds
(along with other criteria pollutants, but not CO2) for ambient ozone
formation. It follows then that the reduction in NOx emissions should
contribute to the lowering of ambient ozone concentrations. The top 15 NOx
source categories for SCAQMD and SJVAPCD are shown in the Figure 1 1.

Notes:
1. Heavy-Duty Trucks include Light-Heavy Duty, Medium-Heavy Duty, Heavy-Heavy Duty Trucks
2. Emissions for on-road mobile sources are based on EMFAC2011 output for San Joaquin Valley Air Basin
FINAL VERSION June 2014
3. Emissions for off-road equipment are based on 2011 CARB inventory models
4. Emissions for stationary sources, area sources, and other off-road mobile sources are based on CARB Staff Report, Analysis of the 2007 8-hour Ozone SIP

Source: So Cal Gas Co.

Figure 1: Top 15 NOx Source Categories (SCAQMD & SJVAPCD
1

http://www.calstart.org/Libraries/CalHEAT_Documents/Heavy-Duty_NGV_Roadmap_2014.sflb.ashx #15
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Figure 1 indicates that Heavy Duty Diesel trucks are the single most responsible
source for NOx production in both air districts. Further, Figure 1 indicates that
this mobile source has a very high potential for emissions reductions, the so
called “low hanging fruit”.
The federal ozone regulations require both SCAQMD and SJVAPCD to reduce
their NOx emissions2:
• SCAQMD must reduce NOx from 319 tons/day (t/d) to
o 115 t/d by 2023 – a 64% reduction
o 80 t/d by 2033 – a 75% reduction
• SJVAPCD must reduce NOx from 257 t/d to:
o 160 t/d – 38% reduction
• These reductions make HDD diesel truck emissions the #1 target
The magnitude of the problem can be appreciated when one considers that
there are now 875,000 Class 8 trucks on California’s highways and only 18% are
compliant with the 2010 truck standards on NOx (0.20 g/bhp/mile) 3. This low
compliance with the 2010 standard is confirmed by an independent report 4 on
the dieselforum.org and shown in Figure 2. Figure 2 also indicates that
California is quite the laggard when it comes to operating “clean” trucks.

Figure 2: Share of Diesel Fleet that Meets or Beats the 2010 Standard

2

Reference 1 #12
Diesel Truck Lobby: Comments on slide 77 of the Workshop
4
http://www.dieselforum.org/policyinsider/do-california-s-truck-incentives-yield-results
3
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Relationship between Ozone Non-Attainment and LCFS
Part I: Light Duty vehicles
The preponderance of the funds in the light duty vehicle sector is devoted to
supplying subsidies for the purchase of electric vehicles (EVs). Expansion of
the EV fleet in CA will certainly eliminate most GHG emissions arising from
direct operation of the EV. However, as seen in Figure 1 light-duty cars are not
a major source of NOx emissions in SCAQMD. In fact, NOx emissions from light
duty SI cars should be very low owing to their incorporation of 3-way catalytic
converters. (Maybe the NOx contribution, shown in Figure 1, for light duty cars
is anticipatory of the NOx emissions from all the “clean” diesel vehicles
produced by Volkswagen).
There are 2 issues with the subsidies for EVs. The first can be looked upon as a
subsidy for a major manufacturer of EVs located in California. While EVs do
have low operating emissions and which meet the environmental mandate of
the cap-and-trade enabling legislation, it has to be recognized that the CVRP
program is a subsidy for EV manufacturers. There is, of course, nothing wrong
with this application as it does important work to help reduce GHG emissions
from cars while promoting manufacturing and jobs in California 5.
The other issue regards the GHG emissions from generating electricity. Now,
electricity generation was one of the very first operations to be subject to the
cap-and-trade legislation so the inclusion of this industrial sector would
account for capturing the GHG emissions arising from the “fueling” of the EVs.
The question here is how the GHG emissions from power imports into the state
are handled under cap-and-trade.
The importance of imported electric power will be an area of concern as we
head into the summer months. CALISO and several of the southern California
IOUs 6 have cautioned their customers that there is a high probability of
rotating blackouts this summer owing to the unavailability of natural gas from
the Aliso Canyon storage facility owing to its earlier blowout this year.
The caution on the potential for rolling electric blackouts this summer could
also have the effect of cooling some ardor for EVs. Something like an external
influence such as a blackout should amplify “range anxiety” sales issue.

5

Manufacturing and jobs in California may be the best benefit form Cap-and Trade spending for
CVRP.
6
Investor Owned Utilities
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Part II: Heavy Duty Diesel Trucks
The proposed expenditures, under Cap and Trade, in the Heavy Duty Vehicle
and Off-road Equipment Projects 7 ; the Advanced Technology Demonstration
Projects 8 ; the Rural School Bus Pilot Project 9 ; and, the Low NOx Engine
Incentives 10 are totally misguided in that they fail to address the real needs of
the disadvantaged communities as promised in slide 5.
During the Q&A part of the ARB Workshop 11 on April 5 looking to the Cap-andTrade world post 2020, Ms. Rajinder Sahota was asked by an environmental
justice advocate from Richmond whether the use of LCFS fuels in their
neighborhoods would lower the emissions of criteria pollutants. Ms. Sahota
replied that “the use of LCFS fuels will not, in of themselves, reduce the
emissions of criteria pollutants”. I contend that the proposed expenditures of
Cap-and-Trade funds for pure LCFS projects in the so-called “disadvantaged
communities” is a misuse of the funds and an example of the exploitation of
the “disadvantaged communities” 12.
The scientific literature and popular press are replete with morbidity statistics
regarding premature deaths from air pollution with the primary culprit being
the NOx species. A recent article in the New York Times 13 quoted ARB saying
that 7,200 premature deaths per year in California are caused by air pollution.
Further, many more cases of debilitating diseases, such as asthma and chronic
obstructive pulmonary disease, are laid to NOx exposure.
The adverse health effects of exposure to ambient criteria are particularly
exhibited by children with rises in asthma and other bronchotic diseases. The
occurrences of respiratory diseases is especially prevalent in the disadvantaged
communities in the SCAQMD and SJVAPCD extreme (ozone) non-attainment
area 14s of California. The best and most important health promoting activity
which CARB can do is to immediately begin to lower the concentrations of
criteria pollutants in these 2 disadvantaged communities. They need relief
from ambient NOx, not more diesel trucks running through their neighborhoods
powered by bio-diesel.

7

Beginning with slide 46 from the April 4 Workshop
Beginning with slide 52 from the April 4 Workshop
9
Beginning with slide 63 from the April 4 Workshop
10
Beginning with slide 65 from the April 4 Workshop
11
ARB April 5 Workshop on “Ongoing Evaluation of the Potential for Sector-Based Offset Credits
in California’s Cap-and-Trade Program
12
The letter of the governing law is just flat out wrong here.
13
http://www.nytimes.com/2015/09/29/upshot/how-many-deaths-did-volkswagens-deceptioncause-in-us.html
14
These 2 air districts share EPA’s extreme non-attainment category alone in the country.
8
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Less this commentary sound as all gloom and doom, a very recent paper in the
Journal of the American Medical Society 15 entitled “Association of Changes in
Air Quality with Bronchitic Symptoms in Children in Southern California, 19932012” reported some very good news. The paper is based upon 3 large scale
studies performed by USC on the health of children (4,602 total population) in
the almost 2 decade time period.
As we (recent former Californians) know the air quality in the SCAQMD basin
showed dramatic improvements in reduced concentrations of the criteria
pollutants including NOx. The ‘decreases in ambient pollution levels were
associated with statistically significant decreases in bronchitic symptoms in
children. Although the study design does not establish causality, the findings
support potential benefit of air pollution reduction on asthma control”.
This study reveals some very good, but not unexpected, news, namely, reduce
the irritant and lower the bad impact on children. The deleterious health
effects of air pollution are (somewhat, in absence of other evidence)
reversible. Clean the air and clear the lungs!

A Modest Proposal 16
A more recent report 17 on the effects on children caused by riding in school
buses powered by diesel engines older than 2007 is a major health concern.
The article reported that “there are about 250,000 (diesel powered 18) school
buses still on the road that were manufactured before stringent emissions
regulations took effect in 2007”.
The article went on to calculate “that replacing one in 10 of these buses, a
total of 25,000, would save about 5,000 excess tons of pollution in the first
year, and the benefits would continue as long as the buses were on the road. In
fact, replacing 25,000 old school buses would eventually make up for the
cumulative total of 46,000 excess tons of nitrogen oxides from the polluting
Volkswagens”.
“With a new school bus costing about $80,000, this bus-replacement effort
would run Volkswagen about $2 billion, around 10 percent of its potential
federal liability. We would welcome the company’s replacing even more old
buses...it wouldn’t be hard to find thousands of schoolchildren who would
benefit from new school buses. As the air pollution expert Dr. Robert J.
Laumbach of the Robert Wood Johnson Medical School in New Jersey
15

JAMA. 2016;315(14):1491-1501. Doi:10.1001/jama.2016.3444
With apologies to Jonathon Swift
17
http://www.nytimes.com/2016/01/09/opinion/dirty-school-buses-sick-kids.html?_r=0
18
School districts prefer diesel engines owing to their (relative) economic operation and their
longevity, hence, the large population seen for the older buses.
16
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recently wrote 19, “Efforts to clean up diesel engine emissions from school buses
are likely to have tremendous societal benefits.”
There is an alternate approach for reducing the NOx emissions from older
diesel engines, which is much more economical. This solution would work for
the older buses as well as the 82% of the 875,000 Class 8 trucks currently
operating in California that are not compliant with the 2010 standards, see the
brief description of American Power Group, below.
Alternative approaches are now reaching the market, and we urge you to take
a look at some of them. On the one hand, there is an aftermarket product
from XL Hybrids 20 that when retrofitted into place, immediately makes any
system into a hybrid vehicle and provides both launch and brake assistance. In
most cases this gives an immediate 20% reduction in fuel used, hence
corresponding emissions. When incorporated with a new engine, either in new
buys, or in power train replacements, it can be combined with a much smaller
engine because the torque requirements for launch from a start are taken up
by the hybrid retrofit….and in some cases, this change has the effect of
enabling not just a smaller engine, but the use of an alternative fuel engine
and removing the diesel (high torque) system altogether.
Of course, some demands on the powertrain can only be supported by the use
of diesel systems, where high torque and power is required and hence the
typical spark ignited alternative fuel engine just can’t provide the output. But
there are now other options than that provided by 100% diesel and I would
This company has
direct your attention to American Power Group 21 .
developed an aftermarket device, currently EPA certified on almost 500
engines, both pre and post 2010, that uses natural gas and/or renewable
natural gas and provides an approximate 10% reduction in carbon footprint, 50%
reduction in NOx and similar dramatic reductions in particulate matter. They
also have CARB certification for one 2010 and newer engine, with two more
pending. The results that they have achieved all come with out any reduction
in torque or power, and allows for seamless transfer between fuel sources with
rigorous reporting on fuels used for incentives and/or penalty enforcement.
Both of the products these companies offer are relatively inexpensive
compared to the alternative prospect of repowering or replacement, and both
offer products for certain segments of the market right now, with more on the
way.

19

http://www.ncbi.nlm.nih.gov/pubmed/26075420
http://www.xlhybrids.com/
21
http://www.americanpowergroupinc.com/
20
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SOUTHERN CALIFORNIA PUBLIC POWER AUTHORITY
1160 NICOLE COURT
GLENDORA, CA 91740
(626) 793-9364 – FAX: (626) 793-9461
www.scppa.org

ANAHEIM • AZUSA • BANNING • BURBANK • CERRITOS
COLTON • GLENDALE • LOS ANGELES • PASADENA
RIVERSIDE • VERNON • IMPERIAL IRRIGATION DISTRICT

April 15, 2016 | Submitted Electronically
Ms. Rajinder Sahota
California Air Resources Board
1001 I Street
Sacramento, CA 95814
RE: SCPPA Comments on March 29 and April 5 Public Workshops Regarding Cost Containment and
Cap-Setting.
Thank you for the opportunity to provide these comments on the March 29 and April 5, 2016 workshops and staff
presentations. The Southern California Public Power Authority (SCPPA) is a joint powers agency whose members
include the cities of Anaheim, Azusa, Banning, Burbank, Cerritos, Colton, Glendale, Los Angeles, Pasadena, Riverside,
and Vernon, and the Imperial Irrigation District. Each Member owns and operates a publicly owned electric utility
governed by a board of local officials. Our Members collectively serve nearly five million people in Southern California.
SCPPA and its Members support the Air Resources Board’s (ARB) efforts to clarify the GHG regulatory regime as it is
extended to address the post-2020 timeframe. The March 29th and April 5th workshops presented both minor and major
changes to the existing Cap and Trade Regulation (Regulation). SCPPA submitted a separate comment letter
addressing ARB Staff’s proposed changes to allowance allocations. This letter focuses on two of the other elements of
these workshops: cost containment and cap-setting.
SCPPA believes more information on the modeling options is needed to fully understand the impacts and provide
meaningful feedback. The cap must be determined in coordination with decisions made for allowance allocations, and
the level of the reserve must also be informed by both the cap and allowance allocation discussions. It is difficult to
provide feedback on the anticipated outcome when all of the inputs are variables. As such, we do not take positions on a
preferred option for post-2020 cap setting or changes to cost containment and reserve amounts at this time.
We look forward to providing substantive feedback once the details are fully developed and presented as an entire
package of Regulation amendments that can be evaluated based upon the interactive nature of the components. We
strongly recommend more detailed discussions with stakeholders once the necessary analysis is complete. We look
forward to continued focus by ARB staff and management on the impacts of proposed changes and any policy
alternatives.
Thank you for your time and consideration. SCPPA not only welcomes additional opportunities for continued discussion
on these issues, but strongly encourages staff to better explain the need for such changes. The implications of any
changes to the Regulation will impact millions of ratepayers for the next decade. SCPPA acknowledges and appreciates
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that Staff is presenting information as it is developed; this provides stakeholders with foresight on the possible
trajectories for the changes to the Regulations. However, we are concerned that solicitation of comments now (at a
premature stage) may translate to less feedback gathered later (at a more critical stage of the process). We urge Staff to
ensure that there is an appropriately lengthy time period, greater than a few weeks, for stakeholders to digest and
comment on these proposals once they are fully formed.
Respectfully submitted,

Tanya DeRivi
Director of Government Affairs

Cc:

Sarah Taheri
Energy Analyst, Government Affairs

Craig Segall, ARB
Mary Jane Coombs, ARB
Brieanne Aguila, ARB
Patrick Gaffney, ARB
Jason Gray, ARB
Bill Knox, ARB
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First Name: Ronald
Last Name: Stein
Email Address: rstein@PTSstaffing.com
Phone Number: 9492684023
Affiliation:
Subject: Transparency of any results from the emissions crusade
Comment:
When will the ARB and AQMD provide transparency of the results of
the emissions crusade? California’s flagship climate change policy
Assembly Bill 32, the Global Warming Initiative was signed into law
in 2006 when California was contributing 1% to the worlds green
hose gases. And now, 10 years later, by AVOIDING transparency of
the results of the California emissions crusade, the state only
focuses on how to spend the cap and trade funds they receive.
Now, a decade later, California still contributes a miniscule 1
percent ( 1%) and has had little to no impact on the reduction of
global greenhouse gas emissions. With many of the businesses the
emit now departed from California, the contributions to the worlds
greenhouse gases has actually INCREASED as no other state or
country comes close to California which has the most stringent
environmental laws and regulations in the world.
California is in a precarious position, being an energy island with
the Sierra Mountains on one side and the Pacific Ocean on the other
side. The 40,000,000 million gallons of transportation fuel being
consumed EVERY DAY by the present 32 million vehicles are only
manufactured here in California by the few refineries that are
left, as virtually no other state or country can provide our
boutique fuels in a timely manner to California. Sounds like a lot
of fuel, but it’s just more than 1 gallon per day, per vehicle!
Contributory to the islands high cost of fuel is that California’s
boutique fuels are not manufactured at present in other states or
countries, the high California taxes on fuel, and the extra costs
for California’s emission crusade. There are no pipelines to bring
into the state, the energy needed to run the economy. If it were
less expensive to import our transportation fuels, it would already
be in process.
If and when other states or countries opt to manufacture the
California boutique fuels, the results of importing our energy
needs via trucks, rail and ships from States and Counties that have
less stringent environmental controls than California, would be
increases to the world’s greenhouse gasses, and increases in costs
for our transportation fuels, energy, and every product that are
the basis of our standard of living for those living in California.
Yet, the state, by avoiding transparency of the results of the
California emissions crusade remains on a go-it-alone crusade to
micro manage the California emissions that generates billions of

1
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dollars for the government at the expense of businesses and the
financially challenged. With numerous state government agencies,
there is a feeding frenzy on getting a piece of the lucrative cap
and trade tax revenue, yet there remains no progress in California
reducing its contribution to the Worlds Greenhouse gasses. When
will the AQMD will provide transparency of the results of the
emissions crusade?
The public, especially the homeless and poor that are paying dearly
for the emissions crusade efforts of the ARB and AQMD deserves to
know if there is any progress over the last decade in reducing
California’s 2006 1% contribution to the world’s greenhouse gases.

Attachment:
Original File Name:
Date and Time Comment Was Submitted: 2016-04-12 05:58:40
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April 28, 2016 - Sector-Based Offset Credits: Linkage Requirements and
Environmental Safeguards
Public Notice for Linkage and Sector-Based Offsets Workshop
ARBCOMBO -- NOTICE FOR
SECTOR-BASED OFFSETS

APRIL 28, 2016 CAP-AND-TRADE WORKSHOP ON LINKAGE AND
Posted: 11 Apr 2016 10:00:58

Air Resources Board (ARB or Board) staff invites you to participate in a public workshop
on April 28, 2016 to discuss potential amendments to the Cap-and-Trade Regulation
related to linkage with the Cap-and-Trade Program in Ontario, Canada, and to continue
discussing the potential for including international, sector-based offset credits in the
California Cap-and-Trade Program.
Thursday, April 28, 2016 9:30 am – 5:00 pm
Byron Sher Auditorium
CalEPA Headquarters Building
1001 I Street Sacramento, California 95814
Webcast: http://www.calepa.ca.gov/Broadcast/
Purpose of Workshop
The April 28, 2016 workshop will continue the public process to develop potential 2016
amendments to the Cap-and-Trade Regulation (Regulation). ARB staff will present the
regulatory and statutory (SB 1018) linkage process as these would relate to linkage with
the Cap-and-Trade Program in Ontario, Canada. During the workshop, staff will also
continue the discussion to evaluate the potential to include international, sector-based
offset credits issued by subnational programs designed to reduce emissions from
tropical deforestation and forest degradation within the Cap-and-Trade Regulation.
Topics included for this workshop would include how the linkage process would relate to
sector-based crediting programs such as the program in Acre, Brazil, as well as
potential approaches and criteria for ensuring that robust social and environmental
safeguards are included in any sector-based crediting program ARB may consider for
linkage.
The tentative schedule for the April 28 workshop is as follows:
9:30 am – 10:30 am Discussion of Linkage Process and Requirements
for Potential Linked Partner Programs
10:30 am – 12:00 pm Focus on the Cap-and-Trade Program in
Ontario, Canada
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1:00 pm – 2:00 pm Discussion of Linkage Process and Requirements,
with a focus on the Sector-Based Crediting Programs, including
Acre, Brazil
2:00 pm –5:00 pm Social and Environmental Safeguard Requirements
for Potential Linked Sector-Based Offset Programs
Following the workshop, stakeholders will have an opportunity to provide written
comments during an informal comment period which will conclude at 5:00 p.m. Pacific
time on Friday, May 13, 2016.
Comments may be submitted at
http://www.arb.ca.gov/cc/capandtrade/meetings/meetings.htm.
Presentation slides for this workshop will be posted at 9:00 am on April 27, 2016, at
http://www.arb.ca.gov/cc/capandtrade/meetings/meetings.htm. All interested
stakeholders are invited to attend. A live webcast of the workshop will be available at
http://www.calepa.ca.gov/Broadcast/. Remote participants may e-mail questions during
the workshop to auditorium@calepa.ca.gov.
Background
Cap-and-Trade Regulation
The Board first formally adopted the Regulation in October 2011, and subsequently
approved limited amendments to the Regulation in June 2012, October 2013, April
2014, September 2014, and most recently June 2015. The upcoming 2016
amendments will seek to improve Program efficiency, update the Regulation using the
latest information, and chart post-2020 implementation of the Program.
More information about ARB’s Cap-and-Trade Program is available at:
http://www.arb.ca.gov/cc/capandtrade/capandtrade.htm
Clean Power Plan
On August 3, 2015, U.S. EPA’s Administrator signed its Clean Power Plan, which sets
carbon dioxide emissions limits for many existing electric generating units. These
regulations are based on section 111(d) (42 U.S.C. § 7411(d)) of the federal Clean Air
Act. The Plan was published in the Federal Register on October 23, 2015. States must
develop compliance plans to meet these limits and compliance plans are due in
September 2016 (with the option to seek extensions). ARB is developing California’s
compliance plan in consultation with the California Energy Commission and the
California Public Utilities Commission, California’s air districts, and other partners.
More information about the Clean Power Plan and related rules is available at:
http://www.arb.ca.gov/cc/powerplants/powerplants.htm
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Please note that Spanish translation services will be provided for this April 28 workshop.
Audio equipment carrying live Spanish translation of the workshop will be available onsite for check out by any member of the public.
Tenga en cuenta que se prestarán los servicios de traducción al español de este taller
de 28 de abril. Equipo de audio llevar traducción simultánea español del taller estará
disponible en el sitio para la salida de cualquier miembro del público.
California is in a drought emergency.
Visit www.SaveOurH2O.org for water conservation tips.
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April 28, 2016 - Sector-Based Offset Credits: Linkage Requirements and Environmental
Safeguards:
Presentation Slides
Staff Presentation on Linkage Process and Requirements for Potential Linked
Partners
Staff Presentation on Ontario: Update on Potential Linkage
Staff Presentation on Linkage Process and Acre Brazil
Recap of Technical Considerations and Overview of Acre’s
Approach
Staff Presentation on Linkage Process
Staff Presentation on Social & Environmental Safeguard Requirements for
Potential Linked Programs
Environmental Safeguards
Social Safeguards
Requirement for Stakeholder Participation
Land Tenure and Good Governance
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April 28, 2016 – Sector-Based Offset Credits: Linkage Requirements and
Environmental Safeguards Workshop: Public Comments
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APRESENTAÇÃO
O desenvolvimento de salvaguardas socioambientais no âmbito do Sistema de
Incentivos a Serviços Ambientais (SISA) e seus programas tem por objetivo promover
múltiplos benefícios, a proteção dos direitos das comunidades envolvidas e as funções
dos ecossistemas do Estado do Acre.
O Instituto de Mudanças Climáticas e Regulação de Serviços Ambientais (IMC)
e a Comissão Estadual de Validação e Acompanhamento (CEVA) dividem a responsabilidade pelo monitoramento do cumprimento das salvaguardas do SISA, de maneira que
o IMC deve monitorar, reportar e verificar as informações relevantes, enquanto a CEVA
avalia e valida as informações e delibera sobre as ações prioritárias pertinentes.
A implementação das salvaguardas no âmbito do SISA e seus programas no Estado do Acre esteve desde o início estreitamente orientada pelos princípios e critérios da
Iniciativa Internacional de REDD+ SES, que propõe um processo metodológico composto de 10 passos, conforme publicação da primeira edição em 2010 e da segunda versão
atualizada em 2012. Desde o início o Estado do Acre pôde contar com acompanhamento
por parte da Iniciativa deste “passo a passo” e com oportunidades de intercâmbio com
outras experiências jurisdicionais. Os princípios são comparáveis com fundamentos ou
objetivos gerais, enquanto os critérios definem as estratégias usadas para cumpri-los.
No monitoramento do cumprimento das salvaguardas são usados indicadores
para cada princípio e cada critério, que precisam ser, além de mensuráveis, simples e
representativos, significativos no contexto da realidade local. Para tanto, os atores governamentais e não governamentais interessados e envolvidos no SISA do Estado do Acre
realizaram um intenso processo de construção dos indicadores no período entre 2010 e
2013.
A responsabilidade pela condução do processo ficou compartilhada entre o IMC,
com principal foco no monitoramento e a CEVA com principal foco no controle social.
Contou com o apoio da CARE Internacional do Brasil em 2011 e 2012, facilitando a organização e sistematização de oficinas com participação dos atores e representantes dos
setores interessados.
O processo finaliza com a publicação do presente relatório, cuja função além
de monitorar e avaliar o cumprimento das salvaguardas socioambientais no SISA e no
Programa ISA Carbono do Estado do Acre também é de identificar lacunas e aspectos
para aprimoramento.
O Estado do Acre se propõe a elaborar e implementar um Plano de Ação de
aprimoramento do monitoramento e cumprimento das salvaguardas, na forma de um
passo adicional aos 10 passos recomendados pela Iniciativa Internacional REDD+ SES. O
ciclo de monitoramento das salvaguardas propõe um mecanismo de retorno por parte
da CEVA. O monitoramento é conceituado como processo cíclico com aprimoramento
contínuo por meio de avaliações a cada dois anos.
Magaly Medeiros

Diretora Presidente
Instituto de Mudanças Climáticas
e Regulação de Serviços Ambientais

Joci Aguiar

Coordenadora
Comissão Estadual de Validação
Acompanhamento do SISA

O “passo a passo” de REDD+ SES no SISA

Passo

Etapas do Processo REDD+ SES

1

Conscientização
e Capacitação

2

GOVERNANÇA:
Estabelecer uma Equipe Facilitadora

3

GOVERNANÇA:
Criar o Comitê de Padrões

4

INTERPRETAÇÃO:
Desenvolver um Plano para o Processo da Iniciativa
REDD+ SES

5

INTERPRETAÇÃO:
Desenvolver Minutas dos Indicadores
Específicos para Países

6

INTERPRETAÇÃO:
Organizar Consultas sobre os Indicadores

7

AVALIAÇÃO: Preparar Planos
de Monitoramento e Avaliação

8

AVALIAÇÃO: Coletar e Avaliar
a Informação de Monitoramento

9

AVALIAÇÃO: Organizar a Revisão do Relatório Preliminar da Avaliação do Desempenho pelos Atores

10

AVALIAÇÃO: Publicar o Relatório de Avaliação

Joanna Durbin

Diretora da Aliança Clima,
Comunidade e Biodiversidade

Aurélie Lhumeau

Gerente Sênior da Aliança Clima,
Comunidade e Biodiversidade

AUTOAVALIAÇÃO DO CUMPRIMENTO DE SALVAGUARDAS
SOCIOAMBIENTAIS NO SISA E NO PROGRAMA ISA CARBONO DO ESTADO DO ACRE

A Iniciativa REDD+ SES apoia o desenvolvimento e a implementação de salvaguardas socioambientais eficazes para estratégias e planos de ação de REDD+ liderados por governos e de uso da terra relacionado com baixas emissões, dando assim uma contribuição substancial
para os direitos humanos, redução da pobreza, conservação da biodiversidade e ao mesmo tempo evitando danos sociais e ambientais. A
Iniciativa REDD+ SES proporciona ferramentas e orientações a países
e jurisdições para a implementação efetiva e relatoria confiável sobre salvaguardas para programas de REDD+ liderados por governos.
O Estado do Acre no Brasil é a primeira jurisdição que
participa da iniciativa REDD+ SES desenvolvendo um conjunto abrangente de indicadores específicos do Estado e um relatório
de autoavaliação do desempenho social e ambiental do Sistema Estadual de Incentivos a Serviços Ambientais e do seu Programa de Incentivos por Serviços Ambientais de REDD+ por meio de um processo
com exaustiva participação dos atores interessados e transparência,
seguindo as Diretrizes para o Uso de REDD+ SES em nível de Estado.
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1

INTRODUÇÃO

A política de Desenvolvimento Sustentável do Estado do Acre é clara ao considerar a visão de
manejo integrado da paisagem: floresta e áreas desmatadas. Nesta política, a floresta é um provedor de
produtos e serviços ambientais e se integra à diversidade de uso das áreas já convertidas, estruturadas
a partir de uma base de conhecimento do território que permite definir estratégias integradas em nível
local, municipal, regional e estadual.
A partir disto, o Estado do Acre, desde 1999, desenvolve um conjunto de políticas públicas, medidas de controle e de aperfeiçoamento institucional cujos resultados começaram a se refletir na redução
consistente das taxas de desmatamento a partir de 2006 que lhe permitiu acumular experiência para a
criação do Sistema Estadual de Incentivos a Serviços Ambientais (SISA), através da Lei Estadual Nº 2.308
de 2010.
Esta Lei tem o objetivo de estabelecer, através da valorização dos serviços ambientais as condições
necessárias à sua conservação, recuperação e incremento. Com este objetivo se considera então a
participação de todos os setores na implementação de ações e na gestão compartilhada e participativa
deste sistema.
Considerando as iniciativas internacionais e nacionais para instituir salvaguardas socioambientais para as políticas e programas de redução de emissões do desmatamento e degradação florestal, o
Governo do Acre estabelece as parcerias necessárias para a adoção de tais salvaguardas aplicadas não
só ao Programa ISA Carbono de redução de emissões, mas também para todos os programas que compõem o SISA.
Desta forma o Instituto de Mudanças Climáticas e Regulação de Serviços Ambientais (IMC) e a
Comissão de Validação e Acompanhamento do SISA (CEVA), em parceria com a CARE Brasil, trabalharam
em um processo para adequação dos padrões socioambientais da iniciativa internacional para REDD+
(REDD+ SES) no Acre. O produto é um conjunto de diretrizes de boas práticas e indicadores para auxiliar
na implementação e monitoramento das salvaguardas socioambientais em políticas públicas no âmbito
do SISA e seus programas, dentre eles o Programa ISA Carbono (Incentivos a Serviços Ambientais do
Carbono Florestal).
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As salvaguardas são conceituadas para monitorar programas ou políticas jurisdicionais, isto é, na
escala de estado ou país. Este é o primeiro relatório de autoavaliação que visa verificar a existência de
instrumentos, marcos regulatórios e mecanismos já desenvolvidos no Estado que podem ser utilizados
para assegurar o cumprimento de salvaguardas socioambientais pelo Sistema de Incentivos a Serviços
Ambientais (SISA).
O relatório é baseado na implementação do plano de monitoramento, elaborado pelo IMC e CEVA
em parceria com o Instituto de Manejo e Certificação Florestal e Agrícola (IMAFLORA), incorporando as
contribuições do Coletivo de Conselhos e do Grupo de Trabalho Interinstitucional Indígena (GTI). Este plano de monitoramento contém o levantamento de informações, adotando uma metodologia de check-list
com a identificação de evidências e lacunas que apresentam as fragilidades das salvaguardas para cada
um dos indicadores.
Logo, o foco do relatório esteve em identificar se as atuais ferramentas disponíveis no Estado do Acre
são suficientes para atender aos indicadores de salvaguardas propostos. Portanto, é uma autoavaliação
do desempenho do Estado na elaboração de instrumentos de gestão ambiental e territorial, bem como
marcos regulatórios e institucionais que definem um cenário favorável para a implementação do SISA e
dos seus programas em conformidade com as salvaguardas socioambientais.
Cabe lembrar que no nível nacional e estadual existem instrumentos e instituições desenhadas para
o monitoramento de impacto das políticas públicas com indicadores apropriados a essa finalidade e que
servem como fonte de informações assim como os levantamentos da Secretaria de Articulação Interinstitucional (SAI), responsável pelo sistema integrado de gestão e de monitoramento (SIG), permitindo uma
‘Colheita de Resultados’.
O presente relatório não é a etapa final desse processo uma vez que ele precisa alimentar um Plano
de Ação para contínuo aperfeiçoamento do SISA, seus programas bem como das políticas públicas que
sustentam o alcance de suas metas. Ao mesmo tempo o exercício da prática do monitoramento deve permitir o aperfeiçoamento da própria ferramenta de monitoramento.
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2.1

Resumo descritivo

O SISA busca valorizar a floresta em pé e consolidar a produtividade de áreas desmatadas, valorizando as comunidades locais, numa estratégia clara de adaptação às situações adversas e de mitigação dos
efeitos das mudanças climáticas.
A Lei do SISA regulamenta programas referentes a cada serviço ambiental, dentre eles, o Programa
de Incentivos a Serviços Ambientais do Carbono Florestal. Constitui-se assim, no marco legal de um
programa jurisdicional subnacional para redução de emissões por desmatamento e degradação florestal,
bem como do manejo florestal sustentável e da recuperação e aumento dos estoques de carbono através
das atividades de sequestro pelo reflorestamento (REDD+).
Neste marco regulatório as Reduções Certificadas de Emissões (RCEs) se constituem em ativos ambientais jurisdicionais que serão utilizados pelo Estado do Acre, conforme o estabelecido na Lei Estadual
2.308 de 2010 (Lei do Sistema Estadual de Incentivos a Serviços Ambientais), em prol de ações de desenvolvimento sustentável.
Os principais incentivos relacionados a este programa incluem: a promoção da transição da produção agropecuária tradicional para sistemas mais produtivos, reduzindo a necessidade de expansão
das mesmas e desta forma evitando novos desmatamentos; aumento do valor econômico da floresta em
pé, visando melhorar a qualidade de vida dos povos dependentes da mesma e aumento da conservação
das florestas; e, finalmente, a distribuição de benefícios por serviços ambientais, com base na comercialização de créditos de carbono, provenientes do desmatamento evitado e também do sequestro de
carbono através de regeneração e restauração florestal.
Para que a redução das emissões possa realmente mitigar os efeitos das mudanças climáticas, sem
que isso esteja em detrimento da qualidade de vida das populações, esta tem que estar aliada ao estabelecimento de um novo modelo econômico pautado no uso eficiente do território e dos recursos naturais,
promovendo assim a conciliação entre desenvolvimento econômico e conservação ambiental.
No âmbito do SISA, e seguindo as recomendações da consulta preliminar, o Programa ISA Carbono foi criado para proporcionar também benefícios a todos aqueles que promovam ações de conser-
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2.2

Proponentes do Programa

		
No arranjo do SISA, o Governo do Estado através da SEDENS assume o papel de proponente do
Programa, responsável pela preparação, execução, operação e manutenção do programa e dos ativos
gerados por ele e da distribuição equitativa dos benefícios gerados com os provedores de serviços ambientais e beneficiários do sistema.
		
A Companhia de Desenvolvimento de Serviços Ambientais (CDSA), criada com as competências
de gerar e alienar ativos na forma de créditos resultantes de serviços e produtos ecossistêmicos oriundos
de programas, subprogramas, planos e projetos do SISA é a representante autorizada pela SEDENS, para
solicitação do registro dos ativos gerados no âmbito do programa. Segundo a Lei 2.728 de 21 de agosto de
2013, o Poder Executivo fica autorizado a transferir reduções certificadas de emissões de carbono para a
CDSA, portanto, quando os ativos forem de titularidade da CDSA, esta terá as mesmas responsabilidades
do Proponente do Programa.
		
Instituto de Mudanças Climáticas e Regulação de Serviços Ambientais (IMC), como entidade
governamental reguladora do SISA, é o responsável pelo monitoramento das reduções de emissões do
programa e por assegurar e monitorar cumprimento de salvaguardas socioambientais que regem o SISA.

		

2.3

Data de início do Programa

		
O início do programa decorre das ações e políticas de prevenção e controle do desmatamento
com investimentos, ao longo de um período considerável de tempo, até que os resultados possam ser
percebidos numa redução das taxas de desmatamento a partir de 2006. Portanto, a data de início do
programa será o ano 2006, quando se começa o desenvolvimento da segunda fase do Zoneamento
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vação, preservação e recuperação das florestas e seus serviços. Visando assegurar este objetivo faz-se
necessária, então, a adoção de padrões socioambientais.
Estes padrões surgem da necessidade de reduzir os riscos e potencializar as oportunidades existentes, salvaguardando aspectos socioambientais nas ações de REDD+ e no caso do Acre, para as demais
atividades de incentivos a serviços ambientais no âmbito do SISA.

2.4 Localização do
Programa
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Por tratar-se de uma iniciativa em
escala jurisdicional, a delimitação geográfica corresponde ao território do Estado
do Acre, situado no extremo sudoeste da
Amazônia brasileira, entre as latitudes
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66°30’W e 74°00’WGr (Figura 1). Segundo o Instituto Brasileiro de Geografia e Estatística, sua superfície territorial
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brasileira e a 1,9% do território nacional.
Sua extensão é de 445 km no sentido
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leste-oeste. O Estado faz fronteiras internacionais com o Peru e a Bolívia e, nacionais com os Estados do Amazonas e de
Rondônia.
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Ecológico-Econômico e de fato inicia-se
a redução expressiva e consistente do
desmatamento. O horizonte da projeção
das reduções e do cumprimento de metas é o ano 2020.

Bolívia

180
Km
69°0'0"W

Figura 1. Localização da área do programa (Estado do Acre) em relação ao globo e ao Brasil.
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SITUAÇÃO DE IMPLEMENTAÇÃO

A implementação do SISA se dá através do arranjo institucional estabelecido pela Lei 2.308 de 2010,
composto pelo Instituto de Mudanças Climáticas e Regulação de Serviços Ambientais, a Comissão Estadual
de Validação e Acompanhamento, o Comitê Científico, a Companhia de Desenvolvimento de Serviços
Ambientais, a Ouvidoria do SISA.
Dos programas criados pela Lei, o Programa ISA Carbono é o primeiro a ser posto em operação, considerando todo o arcabouço jurídico, institucional, técnico e de políticas públicas que permitem a redução
de emissões do desmatamento e degradação florestal a longo prazo. Estas ações estão também contidas no Plano Estadual de Prevenção e Controle do Desmatamento do Acre (PPCD/AC) organizadas nos
seguintes eixos:
• Eixo de Ordenamento Territorial e Fundiário com ações que visam a implementação do ZEE/AC e o
seu detalhamento nas escalas 1:100.000 (Ordenamento Territorial Local – OTL, Zonas Especiais de Desenvolvimento – ZEDs), 1:50.000 (Etnozoneamento das Terras Indígenas) e 1:10.000 (comunidades nas Zonas
de Atendimento Prioritário – ZAPs). Também serão concentrados esforços para: consolidação do Sistema Estadual de Áreas Protegidas – SEANP; arrecadação/destinação de terras devolutas; e regularização
fundiária.
• Eixo de Cadeias Produtivas e Práticas Sustentáveis. As ações deste eixo são executadas conforme o
ZEE e visam valorizar e diversificar as cadeias produtivas das áreas já desmatadas para diminuir a pressão
pela abertura de novas áreas de florestas para conversão em outros usos. Dentre as principais cadeias
produtivas promovidas estão: Cadeias Produtivas extrativistas (castanha, borracha, madeira), promoção
da agropecuária sustentável (pequenos animais, leite e piscicultura), manejo florestal comunitário e empresarial, reflorestamento para atender a demanda do manejo madeireiro, a seringueira e frutíferas; recuperação de áreas degradadas, implementação de roçados sustentáveis, capacitação em técnicas agroflorestais e alternativas agroecológicas destinadas a povos indígenas, dentre outros.
• Eixo de Monitoramento e Controle considerando a baixa acessibilidade que facilita atos ilegais de
desmatamento e exploração madeireira, um desafio central para o planejamento das ações de Monitoramento e Controle. As ações realizadas e planejadas visam no curto, médio e longo prazo uma efetiva e
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definitiva presença de instituições do Estado no território acreano.
• Eixo das Ações Transversais. Será integrado também um conjunto de ações que criam as condições
adequadas para plena execução da estratégia proposta. Tais ações compreendem pesquisa científica e
desenvolvimento tecnológico; formação e capacitação continuada de servidores públicos e sociedade
civil; educação ambiental; fortalecimento institucional; e consolidação do arcabouço legal da Gestão Florestal.
Das diversas ações do Governo do Estado para alcançar resultados significativos na redução do desmatamento, no âmbito do Eixo de Cadeias Produtivas e Práticas Sustentáveis, o Plano de Valorização dos
Ativos Florestais tem papel central da estratégia.
A Certificação da Produção Familiar Sustentável permite a integração com outros programas e projetos. Esta sinergia consiste na possibilidade de incluir centenas de famílias, de maneira voluntária, em
atividades que requerem redução ou eliminação de desmatamento e uso do fogo como técnica/tecnologia de produção. Ao se integrarem ao programa, as famílias têm prioridade de recebimento de subvenções
econômicas para atividades produtivas sustentáveis por diferentes fontes financeiras, ampliando o esforço voluntário de produtores familiares para o não uso do desmatamento e fogo, contribuindo para sua
redução de uma maneira geral.
Para recuperar áreas degradadas, o Programa de Florestas Plantadas é outra estratégia que permite
ao mesmo tempo a recuperação dos ativos florestais e atividades produtivas extrativistas para incrementar a renda familiar. Com este propósito, foram implementadas ações de apoio a produtores familiares
para reflorestamento com mudas de seringueira e açaí, incluindo mecanização das áreas atendidas.
Esta estratégia também visa incentivos financeiros, como a subvenção da borracha, estabelecida
através da Lei Estadual 1.277 de 1999 e que vem sendo implementada até a atualidade, complementado
pela criação de mercado e agregação de valor deste produto através do processo de industrialização com
a implantação da Fábrica Natex de produção de preservativos masculinos a partir de látex de florestas
nativas.
Como resultado desta estratégia de redução de emissões, o Governo do Estado realizou a primeira
transação de remuneração por resultados em redução de emissões do Programa REDD para Early Movers
do KfW (Banco Alemão de Desenvolvimento), num compromisso de cooperação financeira de 16 milhões
de euros em quatro anos (2012 – 2016) correspondente a um total de 4 milhões de toneladas de CO2
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4

SALVAGUARDAS SOCIOAMBIENTAIS

As salvaguardas socioambientais formam um conjunto de mecanismos de controle e monitoramento
de riscos e de cumprimento de direitos. São medidas tomadas em caráter de precaução para assegurar
que programas e projetos de REDD+ não causem efeitos negativos à conservação florestal da biodiversidade, e que não causem impactos indesejados a comunidades locais, povos indígenas e populações
tradicionais.
No nível internacional, as discussões sobre salvaguardas socioambientais para REDD+ iniciaram-se
durante a Conferência das Partes sobre Mudanças Climáticas (COP 15) em Copenhagen, em dezembro
de 2009, onde se enfatizou a importância de envolvimento de múltiplos atores da sociedade civil na discussão sobre REDD+. Mais tarde em 2010 na COP 16 de Cancun, as salvaguardas socioambientais para
REDD+ foram recomendadas, destacando que este tema não pode ficar restrito apenas às discussões
internacionais, mas precisa ser levado para uma discussão nacional ou subnacional, envolvendo governos,
setor privado, sociedade civil e em especial povos indígenas e comunidades tradicionais.
Tentando atender a estas recomendações, iniciativas internacionais visam promover o uso de salvaguardas socioambientais para REDD+, dentre elas a iniciativa REDD+ Social and Environmental Standards
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equivalentes de reduções de emissões atingidas. Recentemente, houve o repasse de recursos adicionais,
no valor de 9 milhões de euros, pelo desempenho na redução adicional de emissões referentes ao ano
2013. Esta transação não tem fins comerciais de compensação de emissões.
Os recursos captados serão utilizados para fortalecer e consolidar as atividades de extrativistas e
das comunidades indígenas e valorar diretamente a sua contribuição para a conservação das florestas do
Acre e também ao apoio da reestruturação das práticas produtivas dos pequenos produtores rurais e o
estabelecimento de uma pecuária sustentável. O objetivo é valorar aqueles que se esforçam na adoção de
práticas produtivas mais sustentáveis.
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(REDD+ SES) no nível internacional e, a iniciativa nacional de Princípios Socioambientais para REDD+ na
Amazônia, liderada pelo GTA, no Brasil.
Ambas as iniciativas utilizaram processos participativos com múltiplos atores (governos, ONGs e
sociedade civil). A iniciativa internacional incluiu representantes da sociedade civil de vários países,
incluindo o Brasil. Enquanto a iniciativa do Brasil tem um caráter de recomendações, a iniciativa internacional REDD+ SES estabeleceu procedimentos para o monitoramento das mesmas e um guia de boas
práticas para a aplicação e utilização de salvaguardas socioambientais com a finalidade de ser um processo participativo, inclusivo e transparente.
Desde 2010, em parceria com a CARE Brasil, os guias e procedimentos da iniciativa REDD+ SES estão
sendo utilizados para o SISA e seus programas, adequando os indicadores para a realidade acreana
bem como o exercício das etapas do guia de boas práticas. As dez etapas incluem ações para sensibilização através de reuniões com múltiplos atores para estabelecimento da governança, bem como para
adequação dos indicadores internacionais à realidade do Acre, consultas públicas para validação dos
mesmos, elaboração do plano de monitoramento, desenvolvimento de um relatório sobre o desempenho
do programa, validação junto às partes interessadas. Finalmente, este relatório será publicado, ato que é
parte da última etapa de avaliação.
O trabalho conjunto do IMC e da CEVA para o uso das salvaguardas propõe mais duas etapas adicionais
que visam o contínuo aperfeiçoamento do SISA, seus programas e de seus instrumentos de monitoramento, estas são: i) Planejamento e implementação de aperfeiçoamento do SISA e seus programas e ii)
Aprendizado a partir da implementação do REDD+SES.

4.1 Princípios, Critérios e Indicadores de Verificação
Os princípios adotados para o Programa ISA Carbono têm como base aqueles definidos no âmbito
do REDD+ SES e os Princípios Socioambientais de REDD+ na Amazônia. 1
Os indicadores ajudam a mensurar o avanço no cumprimento dos critérios. Os critérios orientam o
caminho para o alcance dos princípios. Os princípios descrevem os objetivos fundamentais para o SISA
e seus programas.
1. http://www.imaflora.org/downloads/biblioteca/PC_redd_imaflora_julho2010.pdf
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Considerando que o SISA e seus programas se sustentam nas políticas públicas de prevenção e controle do desmatamento e degradação florestal no Estado do Acre, tendo, portanto, a sua implementação
uma escala estadual, o monitoramento e coleta de dados e informações ocorrem no nível Estadual.
Dessa forma, os indicadores que compõem o Sistema de Informações de Salvaguardas (SIS) foram
desenhados considerando os seguintes aspectos:
1. Marco Legal. Existe um amplo arcabouço legal, tanto na esfera federal como estadual que define
quais salvaguardas são aplicadas no Estado para:
• Proporcionar o reconhecimento legal das salvaguardas, e;
• Proporcionar as bases legais e instrumentos normativos pelas quais as salvaguardas serão garantidas;
2. Marco Institucional. Existe um arranjo institucional definido pela Lei do SISA, bem como outras
instâncias no nível federal e estadual encarregados de supervisionar e colocar em prática as salvaguardas
definidas pelo marco Legal.
3. Marco da Conformidade. Define os aspectos de monitoramento e relatoria, quais os mecanismos
de resolução de disputas e conflitos, bem como quais os aspectos de não cumprimento de salvaguardas.
O monitoramento dos indicadores tem seu principal foco no desempenho das políticas públicas, no
marco institucional e regulatório, utilizando como evidência os instrumentos legais e de gestão existentes.
O monitoramento da utilização e implementação das políticas públicas para o cumprimento de salvaguardas socioambientais e, posteriormente, para o monitoramento dos seus impactos em comunidades do
estado, requererão esforços e recursos adicionais.
A última versão dos princípios e indicadores faz referência a “titulares de direitos”. A Lei do SISA
introduziu o conceito de “provedores de serviços ambientais” que são todos aqueles que promovem
ações legitimas de conservação, recuperação ou incremento de serviços ambientais, bem como de uso
sustentável dos recursos naturais. Desta forma, a Lei do SISA permite a seus programas valorizar, tanto
aqueles que adequaram as suas práticas produtivas, quanto aqueles que historicamente conservam a
floresta, podendo ambos ser beneficiários do SISA. Portanto para fins desta avaliação dos indicadores
consideram-se como titulares de direitos os provedores de serviços ambientais.
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4.2 Indicadores Monitorados
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Foram levantadas informações secundárias provenientes de diferentes fontes tais como: secretarias
estaduais, entidades federais, portais e sites de monitoramento bem como instrumentos de monitoramento estaduais como o SIG e o SIPLAGE. Nesta fase, serão diagnosticadas as lacunas existentes, assim
como os mecanismos que atualmente atendem ao monitoramento dos indicadores.
Segue o quadro-resumo dos princípios, critérios e indicadores. Ao todo são sete princípios, 22 critérios
e 52 indicadores.

Princípios

Critérios

Indicadores

1. Os direitos a terras,
aos territórios e aos seus
recursos são reconhecidos
e respeitados pelo SISA e
seus programas.

Possui 4 critérios sobre os seguintes aspectos:
- Identificação eficaz dos direitos;
- Reconhecimento e respeito
desses direitos;
- Consentimento Livre Prévio e
Informado (CPLI) para atividades que
afetem esses direitos;
- Direitos legais e costumeiros
das iniciativas privadas.

Possui 7 indicadores que visam
avaliar:
- Se houve mapeamento e se foi
participativo;
- Se os instrumentos existentes
respeitam os direitos;
- Se o CPLI foi aplicado, com
representatividade e com antecedência;
- Que não haja atividades que
possam influenciar disputas;
- Procedimentos claros e transparentes sobre direitos.

2. Os benefícios do
SISA e seus programas
são compartilhados equitativamente entre todos
os titulares de direitos e
atores relevantes.

Possui 2 critérios sobre os seguintes aspectos:
- Análise e monitoramento da
repartição transparente e participativo;
Mecanismos
participativos, transparentes e eficazes para
repartição.

Possui 5 indicadores que visam
avaliar:
- Se existem procedimentos participativos e transparentes sobre fundos e distribuição de benefícios;
- Se relatórios e pareceres foram
compartilhados adequadamente com
todos os grupos;
- Se existe comunicação sobre
custos e benefícios;
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Critérios

Indicadores

3. O SISA e seus programas melhoram a segurança dos meios de vida em
longo prazo e o bem-estar
dos Povos Indígenas e das
comunidades locais com
atenção
especial
para
mulheres e as pessoas mais
vulneráveis.

Possui 2 critérios sobre os seguintes aspectos:
Impactos positivos sobre os
meios de vida assegurados;
Avaliação participativa dos impactos.

Possui 5 indicadores que visam
avaliar:
- Se beneficiários reconhecem os
benefícios;
- Se foram gerados recursos adicionais para melhorar os meios de
vida;
- Se existem medidas para garantir os meios de vida em tempo
- Se existe avaliação participativa
dos impactos;
- As medidas para mitigação de
impactos negativos e potencializar
impactos positivos.

4. O SISA e seus programas contribuem para
boa
governança,
para
os objetivos mais amplos de desenvolvimento
sustentável e para justiça
social.

Possui 3 critérios sobre os
seguintes aspectos:
- Existência de estrutura transparente de governança;
- Coerência do SISA e seus programas com as políticas existentes;
- Informação pública adequada.

Possui 6 indicadores que visam
avaliar:
- A contribuição com a governança;
- Se a participação, transparência
e responsabilidade são asseguradas;
- A disponibilidade e acesso da
informação das atividades, apoiada
pelo governo;
- A disponibilidade e acesso da
informação financeira, com relatórios
periódicos.
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Princípios
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Princípios

Critérios

5. O SISA e seus
programas
mantêm
e
melhoram a biodiversidade
e os serviços ecossistêmicos.

Possui 3 critérios sobre os seguintes aspectos:
- Identificação e priorização
de
biodiversidade
e
serviços
ecossistêmicos;
- Melhoria das prioridades
para biodiversidade e serviços
ecossistêmicos;
- Não causar impactos ambientais negativos em outras áreas.

Possui 7 indicadores que visam
avaliar, quanto à biodiversidade e
serviços ecossistêmicos:
- A identificação, priorização e
mapeamento;
- As medidas para conservar e
aprimorar as prioridades;
- A geração de recursos adicionais para identificar, priorizar, mapear
e conservar;
- O monitoramento demonstra
não conversão de áreas priorizadas;
- Identificação de impactos ambientais negativos e potencializar os
positivos;
- Monitoramento usado para
mitigação de impactos;
- A conciliação e uso de saberes
científico e tradicional para indicadores e monitoramento.

6. Todos os titulares de
direitos e atores relevantes
participam de maneira plena e eficaz do SISA e seus
programas.

Possui 6 critérios sobre os
seguintes aspectos:
- Identificação de titulares de direitos e grupos de interesses;
- Interessados envolvidos no
monitoramento e avaliação;
- Respeito aos saberes tradicionais e modos de vida sustentáveis;
- Processos para resolução de
conflitos
- Disponibilidade de informação
para todos de forma adequada.
- Disseminam a informação entre
representantes e seus representados.

Possui 18 indicadores que visam
avaliar se:
- Existem processos que identificam os grupos, sua composição,
distribuição, atividades, aspectos culturais e facilitam que provedores sejam considerados beneficiários, com
representação de atores vulneráveis
e consulta adequada;
- Existe participação inclusiva
com representação efetiva e eficaz
de todos, respostas adequadas, normas sobre gênero e recursos que
asseguram a participação,
- Tem identificação e respeito de
saberes tradicionais e modos de vida
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Princípios

sustentáveis, manejo e uso de conhecimento, com aplicação do CPLI;
- Tem meios de resolução de
conflitos com orientação jurídica
disponível;
- Há qualificação da participação
com informação pertinente;
- Existe repasse de informação
entre representantes e seus representados.

7. O SISA e seus programas cumprem com as
leis locais e nacionais e
tratados, convenções e
outros instrumentos internacionais relevantes.

Possui 2 critérios sobre os
seguintes aspectos:
- Cumprimentos com os marcos
regulatórios locais, nacionais e internacionais
- Processo de revisão quando os
marcos regulatórios não são consistentes com os padrões.

Possui 4 indicadores que visam
avaliar se:
- Os tratados e convenções e
marcos regulatórios estaduais e nacionais são contemplados,
- Tem meios para contribuir com
o respeito aos direitos humanos,
- Provedores e beneficiários têm
capacidade de compreender, implementar e monitorar os requisitos legais;
- Tem procedimentos de revisão
de inconsistências entre padrões,
marcos regulatórios locais, nacionais
e internacionais.

Embora o SISA e seus programas fossem criados por Lei em 2010, as políticas públicas que integram
o SISA e seus programas vêm sendo trabalhadas desde 1999. Portanto, o levantamento de informações
incluiu políticas e instrumentos adotados no período anterior a 2010, mas também os demais instrumentos
criados e adotados após esta data.
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5 RESULTADOS DO MONITORAMENTO DE
SALVAGUARDAS
Apresentamos a seguir, de maneira sucinta, o que as evidências coletadas utilizando a matriz de
avaliação mostraram a respeito de cada indicador, critério e princípio.

Princípio 1: Os direitos a terras, aos territórios e aos seus recursos são reconhecidos e respeitados
pelo SISA e seus programas.
Este princípio visa identificar os mecanismos utilizados pelo SISA para reconhecer todos os provedores de serviços ambientais e seus direitos, para evitar que as políticas públicas desrespeitem qualquer
direito.

Critério

Indicador

Desempenho

1.1 O SISA e seus programas
identificam
de
maneira eficaz os vários
titulares de direitos (legais
e costumeiros), e seus direitos a terras, territórios
e seus recursos, relevantes
ao programa

1.1.1. O Inventário e o Mapeamento dos atuais direitos costumeiros e
legais de posse/uso/acesso/manejo
de terras, territórios e recursos relevantes ao Programa inclusive quaisquer direitos sobrepostos ou conflitantes é feito a partir de processo
participativo.

Cumprido

1.2 O SISA e seus programas reconhecem e respeitam tanto os direitos legais como costumeiros às
terras, aos territórios e aos
seus recursos, que tradicionalmente pertencem a, e
são ocupados por, ou que
tenham sido de qualquer
forma usados e adquiridos
pelos Povos Indígenas ou
comunidades locais.

1.2.1 Os instrumentos de planejamento e ordenamento ambiental
e territorial nas áreas incluídas no
SISA e seus programas, identificam,
reconhecem e respeitam os direitos
legais e costumeiros de todos os
titulares de direitos relevantes, e seus
limites espaciais.

Cumprido
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1.3 O SISA e seus programas requerem o consentimento livre, prévio e
informado dos Povos Indígenas e comunidades
locais
para
quaisquer
atividades que afetem seus
direitos sobre as terras,
territórios e recursos.

Indicador
1.3.1 O Programa mantém e dissemina o princípio do Consentimento
Livre, Prévio e Informado, de acordo com a Declaração 169 da OIT e a
Declaração das Nações Unidas para
Povos Indígenas para atividades que
afetem seus direitos sobre as terras,
territórios e recursos, com a garantia
do poder de decisão destes grupos.
1.3.2 Os titulares de direitos coletivos, com representação paritária
de mulheres, definem um processo
verificável e transparente para autorizar instituições a outorgar o consentimento em seu nome.
1.3.3 Onde qualquer realocação
ou deslocamento acontecer, existe
consentimento livre, prévio e informado sobre a provisão de terras alternativas e/ou compensação justa.

1.4 Quando o SISA e
seus programas permitem
a propriedade privada dos
direitos sobre carbono, esses direitos são baseados
nos direitos legais e costumeiros a terras, territórios e recursos que gerarem
a redução ou remoção
das emissões de gases de
efeito estufa

1.4.1 O SISA e seus programas não
conduzirão nenhuma atividade que
possa influenciar o resultado de uma
disputa pendente sobre os direitos às
terras, aos territórios e aos seus recursos relacionados ao programa.
1.4.2. O processo transparente
para definição dos direitos sobre o
carbono é desenvolvido com base
nos direitos legais e costumeiros sobre terras, territórios e recursos naturais.

Desempenho
Parcial (com lacunas)
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Critério

Não cumprido

Não se aplica no momento

Cumprido

Cumprido
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O instrumento básico para a identificação e respeito dos diferentes direitos de todos os grupos
existentes no Acre é o Zoneamento Ecológico – Econômico. O ZEE tenta responder às seguintes perguntas: Quem somos? Como estamos distribuídos? Que atividades realizamos? Com que recursos naturais
e ambiente contamos? Quais são as áreas vulneráveis? Qual é o nosso cenário cultural e político? Este é
o suporte para o desenho e implementação das políticas públicas de desenvolvimento sustentável. Os
instrumentos de criação do ZEE asseguram a sua implementação participativa e governança através da
atuação da Comissão Estadual do ZEE (CEZEE).
O Mapa de Gestão Territorial foi concebido participativamente possibilitando a defesa dos interesses
próprios e coletivos. Ao todo 700 pessoas, entre governo, sociedade civil, membros do CEZEE e dos conselhos, participaram da Fase II do ZEE. O documento e o mapa de gestão territorial ficaram disponíveis
por 90 dias para comentários, os quais foram incorporados em plenária deliberativa dos conselhos e da
CEZEE.
Existem outros instrumentos de gestão ambiental e territorial, em escala menor, resultantes do ZEE: i)
Ordenamentos Territoriais Locais (OTLs) na escala municipal, ii) Planos de Desenvolvimento Comunitário
e iii) Planos de Gestão de Terras Indígenas na escala de comunidade e território; bem como iv) Cadastro
Ambiental Rural (CAR) no nível de propriedade. Estes, juntamente com o Programa de Regularização
Fundiária, contribuem para a identificação dos direitos de todos os grupos nas diferentes escalas.
Dentre as medidas para implementação do ZEE está a criação do Sistema Estadual de Áreas Protegidas (SEANP), que visa reconhecer e respeitar os direitos costumeiros dos povos da floresta, indígenas
e não indígenas. A criação de projetos de assentamento tem a finalidade de garantir os direitos dos
pequenos produtores rurais. Os programas de regularização fundiária visam assegurar os direitos de todos os grupos e o CAR apoia no reconhecimento e respeito dos direitos legais dos proprietários de terra.
Eventuais conflitos que possam ser encontrados no processo de regularização fundiária serão abordados pelo ITERACRE e INCRA. Recentemente este processo foi agilizado através do Programa de
Regularização Fundiária (Decreto 5578 de 2013) e uma comissão composta por entidades governamentais e não governamentais envolvidas e presidida pelo ITERACRE.
Com relação a povos indígenas, no ZEE Fase II constam 34 terras indígenas no Estado do Acre e
atualmente são 36 terras reconhecidas pelo Estado, das quais 72% estão regularizadas e as restantes em
vias de regularização. Portanto não houve ações de realocação de populações, indígenas ou também de
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não indígenas que requeressem o Consentimento Prévio, Livre e Informado (CPLI). Por outro lado, considerando que os povos indígenas podem decidir implementar projetos próprios de redução de emissões
ou serviços ambientais no âmbito do SISA, estão sendo realizadas oficinas de capacitação para aprimorar
os processos e a efetividade da participação. Isto inclui o cumprimento dos direitos humanos, territoriais
e o respeito da diversidade cultural de povos indígenas, populações tradicionais, ribeirinhas, extrativistas
e agricultores familiares. Esta é uma forma de disseminar as Declarações 169 da OIT e das Nações Unidas
sobre o tema.
O SISA, especificamente o Programa ISA Carbono, não se constitui num conjunto de projetos de
REDD+, nem de atividades apenas de conservação. Ele alcançará as reduções de emissões pela implementação de ações de valorização da floresta pelo manejo adequado de seus produtos, bem como do uso
adequado das áreas já desmatadas, visando incrementar a produtividade e a renda familiar. Portanto, são
políticas assistenciais e de fomento constituindo um modelo que não requer a aplicação do CPLI. Desta
forma, avaliar a existência de procedimentos verificáveis e transparentes para autorizar instituições a outorgar consentimento em seu nome, se dá no nível de projetos individuais.
Os procedimentos para a integração de projetos individuais já foram estabelecidos. Estes precisam
fornecer documentos que demonstrem claramente a situação fundiária bem como a relação entre todos
os participantes (proponente, proprietário ou proprietários, provedores de serviços ambientais, investidores e ou desenvolvedores).
Além dos mecanismos de prevenção e mediação de conflitos já estabelecidos (Ministério Público,
defensoria, ouvidoria, Constituição Federal de 1988, Lei 10406 do Código Civil de 2002, Lei 2308 de 2010
e outras leis com inerência nos direitos territoriais e fundiários), o SISA contempla uma ouvidoria específica, para canalizar denúncias e articular as entidades que podem ser envolvidas na resolução do conflito.
Neste sentido, contribui a atuação da CEVA e do IMC.
Ainda não existe um procedimento verificável e transparente para assegurar a participação paritária
de mulheres nos processos de tomada de decisão sobre atividades que afetem seus direitos a terras, territórios e recursos naturais. No entanto, o Estado do Acre tem uma Secretaria Especial de Políticas paras
as Mulheres e um Plano Estadual de Políticas para as Mulheres com um Comitê Gestor criado através de
Decreto 6.418 de 2013 para fortalecer a igualdade das mulheres nos processos de participação e tomada
de decisão.

AUTOAVALIAÇÃO DO CUMPRIMENTO DE SALVAGUARDAS
SOCIOAMBIENTAIS NO SISA E NO PROGRAMA ISA CARBONO DO ESTADO DO ACRE

Por fim, para que o SISA e seus programas respeitem o direito de todos, um processo transparente
para definição dos direitos sobre o carbono foi executado com base nos direitos legais e costumeiros sobre terras, territórios e recursos naturais. O processo de consulta, entre 2009 e 2010, foi subsídio para a
elaboração da Lei 2.308/2010. Uma das recomendações foi a do reconhecimento e valorização de todos
os atores para a conservação, recuperação e incremento de todos os serviços ambientais, não apenas do
carbono. Com este processo foi possível estabelecer através da Lei o conceito de provedor de serviço
ambiental e de beneficiário, assim como os instrumentos de participação e transparência, tais como o
Colegiado de Conselhos, CEVA e GT Indígena visando assegurar o cumprimento deste indicador.
Isto está sendo utilizado como base para a distribuição dos recursos da remuneração por
desempenho na redução de emissões do Banco Alemão KfW.
Lacunas:
• Ainda falta um procedimento formal a ser adotado pelo SISA para a aplicação do consentimento
livre, prévio e informado na escala de projetos individuais de REDD+, pois os mesmos precisam se integrar ao SISA.
• Não existem ainda informações da Secretaria de Estado de Políticas para as Mulheres (SEPMulheres)
que permita identificar procedimentos formais para garantir a participação das mulheres de forma
paritária na tomada de decisão. Portanto, é necessária maior articulação do SISA com estas políticas.
• Ainda existem necessidades de regularização de Terras Indígenas reconhecidas pelo ZEE e
posteriormente para que, de fato, os direitos dos povos indígenas sejam respeitados.
• Ainda falta uma normativa que regule os procedimentos adotados pelo IMC para integração dos
projetos privados de forma a evitar que projetos em áreas de disputa por titularidades e direitos a terra
sejam iniciados.

Princípio 2: Os benefícios do SISA e seus programas são compartilhados equitativamente entre
todos os titulares de direitos e atores relevantes.
Este princípio tem o propósito de evitar que a distribuição dos benefícios deixe de considerar as contribuições dos diferentes provedores de serviços ambientais na conservação, recuperação e incremento
de serviços ambientais.
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2.1:
Existe
uma
análise e monitoramento
transparente e participativo dos benefícios, custos
e riscos associados, tanto previstos quanto reais,
do SISA e seus programas
para grupos de titulares de
direitos e de atores relevantes em todos os níveis,
com
atenção
especial
dada a mulheres e pessoas
marginalizadas e/ou vulneráveis.

Critério 2.2: Mecanismos transparentes, participativos, eficazes e eficientes são estabelecidos para
a divisão equitativa dos
benefícios do SISA e seus
programas entre e dentro
dos grupos de titulares de
direitos e atores relevantes,
levando-se em conta os
benefícios, custos e riscos
socialmente diferenciados.

Indicador

Desempenho

2.1.1. Existência de procedimento
de avaliação participativa de monitoramento e de comunicação dos custos projetados, receitas e dos impactos previstos e reais, tanto positivos
como negativos, da implantação de
iniciativas no âmbito do SISA e seus
programas, sobre aspectos sociais,
culturais, de direitos humanos, ambientais e econômicos para os beneficiários do SISA e seus programas.

Cumprido

2.1.2. Realização de oficina com
metodologia e linguagem adequada
para o compartilhamento da análise
de relatórios e pareceres sobre custos, receitas, benefícios e riscos, associados ao Programa para cada grupo
de provedores de serviços ambientais
beneficiários deste programa.

Não aplicável no
presente estágio de
implementação

2.2.1. O SISA e seus programas
asseguram a participação inclusiva,
transparente e efetiva dos beneficiários do programa e das instituições
interessadas no tema, na definição do
processo de tomada de decisão (diretrizes, políticas e normas) e dos mecanismos (programas, subprogramas,
projetos e planos) para distribuição
equitativa dos benefícios e respectivo
monitoramento, determinando a forma de distribuição dos mesmos.

Cumprido

AUTOAVALIAÇÃO DO CUMPRIMENTO DE SALVAGUARDAS
SOCIOAMBIENTAIS NO SISA E NO PROGRAMA ISA CARBONO DO ESTADO DO ACRE

Critério
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Critério

Indicador

Desempenho

2.2.2. Existência de procedimentos administrativos transparentes e
eficazes para que o gerenciamento dos fundos e a distribuição dos
benefícios ocorram em tempo oportuno e apresentem uma relação custo-benefício adequada.

Parcialmente cumprido
(com lacunas)

2.2.3. Existência de procedimento transparente e acessível para revisão das opções, equidade, eficácia
e eficiência do Programa no desenho
dos mecanismos de distribuição dos
benefícios.

Parcialmente cumprido
(com lacunas)

A Lei Nº 2.308 estabeleceu os critérios que regem a repartição de benefícios oriundos do SISA e,
portanto do Programa ISA Carbono. Por exemplo, o Art. 23, incisos IX e X fazem referência à “Justiça e
equidade na repartição dos benefícios econômicos e sociais oriundos dos produtos e serviços vinculados
aos programas associados a esta lei; e transparência, eficiência e efetividade na administração, gestão,
monitoramento, avaliação e revisão do sistema e de seus programas”.
Considerando que a referida Lei, na Seção III, Art. 4º, qualifica os beneficiários do SISA como sendo todos aqueles que promovam ações legítimas de preservação, conservação, recuperação e uso sustentável
de recursos naturais, adequadas e convergentes com as diretrizes desta lei, com o ZEE/AC, com a Política Estadual de Valorização do Ativo Ambiental Florestal e com o PPCD/AC; o modelo de repartição de
benefícios baseia-se na abordagem de estoque-fluxo que considera não somente a redução de fluxo de
emissões, mas também a manutenção dos estoques florestais (Moutinho et al. 2011).
Para atender ao princípio de distribuição equilibrada e criteriosa de benefícios, o sistema considerará
duas questões importantes: (1) a distribuição das categorias fundiárias no estado e (2) setores (extrativista,
agrícola, florestal e pecuário) que devem receber atenção e em que momento. A combinação destes dois
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pontos resulta na valorização da floresta e na diminuição da pressão por novos desmatamentos.
Assim, estes benefícios (incentivos) podem chegar, em diferentes modalidades, através das políticas
públicas estaduais para a contínua redução de emissões e conservação dos estoques, o que chamamos
de abordagem programática. Isto implica em uma repartição via programas que atendam as necessidades
para cada subprograma do SISA (agricultura familiar, pecuária, terras indígenas etc.) para assim fazer a
transição para usos da terra que não dependam de desmatamento (Nepstad et al., 2009).
Através desta abordagem, os benefícios são obtidos pela redução de emissões do fluxo (redução do
desmatamento ou degradação florestal) no âmbito jurisdicional e são repartidos considerando todos os
atores que contribuem na redução de emissões do fluxo e na manutenção dos estoques de carbono nas
florestas. Isto permitirá uma distribuição equilibrada de benefícios obtidos no nível jurisdicional que resultem em aumento de renda e qualidade de vida das populações rurais no Acre.
Pelos arranjos institucionais propostos, os recursos captados pelo Programa ISA Carbono serão recebidos através do Fundo Estadual de Florestas no caso de doações, ou recebidos e geridos diretamente pela Companhia de Desenvolvimento de Serviços Ambientais (CDSA). Tanto o Fundo quanto a
CDSA se tornam instrumentos administrativos eficazes para administração dos Fundos, dando celeridade
à execução dos recursos destinados aos diferentes provedores de serviços ambientais.
Para manter a transparência e o envolvimento dos grupos interessados na repartição de benefícios, a
definição de investimento dos recursos que seriam captados passa pela aprovação da Comissão Estadual de Validação e Acompanhamento do SISA (CEVA), cuja composição entre sociedade civil e governo
está descrita na seção 2.2. Com esta aprovação o planejamento de investimento é repassado ao Conselho
Florestal Estadual (CFE) responsável pela governança do Fundo Estadual de Florestas e por aprovar o
orçamento anual dos recursos que ingressam no Fundo e os relatórios anuais de execução.
No caso de investimentos em Territórios Indígenas, o planejamento de investimentos passa por apreciação e planejamento conjunto no âmbito do Grupo de Trabalho Indígena, instituído pela CEVA como
corpo consultivo sobre questões de serviços ambientais em Terras Indígenas.
O Fundo Estadual de Florestas repassa os recursos captados para as instâncias executoras das políticas
públicas, que são as secretarias ou autarquias estaduais, ou pode fazer uso de convênios com instituições
parceiras não governamentais para execução de atividades dessas políticas. A CDSA, por outro lado,
poderá receber diretamente os recursos captados ou receber estes via Fundo Estadual de Florestas para

AUTOAVALIAÇÃO DO CUMPRIMENTO DE SALVAGUARDAS
SOCIOAMBIENTAIS NO SISA E NO PROGRAMA ISA CARBONO DO ESTADO DO ACRE

a execução direta de atividades das políticas públicas estaduais.
O exercício destes procedimentos aconteceu para a distribuição dos recursos da remuneração do
Banco Alemão de Desenvolvimento KfW pelos resultados na redução do desmatamento. Os repasses são
anuais e o valor depende da quantidade da redução de emissões. Já houve dois repasses, e as propostas
de investimentos para cada um foram aprovadas pela CEVA. Ambas as propostas de investimento foram
elaboradas considerando tanto os atores que conservam floresta quanto aqueles setores que precisam de
uma mudança nas formas de uso da terra para práticas mais sustentáveis. As propostas, uma vez aprovadas pela CEVA, foram submetidas ao Conselho Florestal Estadual responsável pela gestão do Fundo de
Florestas. As formas de utilização dos recursos destinados a populações indígenas foram definidas pelo
Grupo de Trabalho Indígena.
Tem-se na CEVA, portanto, um instrumento para revisão das opções, equidade, eficácia e eficiência
do Programa no desenho dos mecanismos de distribuição dos benefícios. No entanto, é preciso criar uma
rotina e capacidades para o exercício da transparência e disponibilidade de informação.
Considerando que o volume maior de recursos será investido no ano 2014, ainda não dá para avaliar
os processos de prestação de contas e avaliação do impacto destes investimentos.
Lacunas
• Entre as evidências de leis e políticas falta um vínculo com as políticas de gênero para garantir a
distribuição equitativa considerando equidade de gênero.
• Ainda faltam procedimentos transparentes e acessíveis para revisão das opções, equidade, eficácia
e eficiência do SISA no desenho dos mecanismos de distribuição dos benefícios.
• Ainda precisa melhorar a comunicação entre as diferentes esferas de governança e adotar
procedimentos de publicação de informação que permita maior transparência e acesso a informação por
parte da sociedade civil.

Princípio 3: O SISA e seus programas melhoram a segurança dos meios de vida em longo prazo
e o bem-estar dos Povos Indígenas e das comunidades locais com atenção especial às mulheres e às
pessoas mais vulneráveis.
O objetivo associado a este princípio é evitar que os serviços ambientais, tais como as reduções de
emissões sejam priorizados em detrimento da qualidade de vida de todos os provedores de serviços ambientais potenciais beneficiários do SISA.
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3.1: O SISA e seus programas geram impactos
positivos adicionais sobre a segurança em longo
prazo dos meios de vida
e a melhoria do bem-estar dos Povos Indígenas e
das comunidades locais,
com atenção especial para
mulheres e as pessoas mais
marginalizadas e/ou vulneráveis

Indicador

Desempenho

3.1.1. Os beneficiários do SISA e
seus programas reconhecem que têm
recebido benefícios, impactos adicionais positivos relacionados à segurança em longo prazo dos meios de
vida e a melhoria do bem-estar pela
participação nas iniciativas implementadas no âmbito dos programas
do SISA.

Parcialmente cumprido

3.1.2. As iniciativas no âmbito dos
programas do SISA geram recursos
adicionais para melhorar a segurança
em longo prazo dos meios de vida e
o bem-estar dos beneficiários deste
Sistema.

Cumprido

3.1.3 Medidas são adotadas para
garantir que a segurança a longo prazo dos meios de vida e a melhoria do
bem-estar dos beneficiários do SISA
são sustentáveis e adequados aos anseios locais, são incluídas no desenho
do SISA e seus programas

Cumprido
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Critério
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Critério
3.2 Existe avaliação
participativa dos impactos
culturais, sobre os direitos
humanos,
ambientais
e
econômicos,
tanto
positivos como negativos,
do Programa Isa Carbono para os Povos Indígenas e comunidades locais,
com atenção especial para
mulheres e as pessoas mais
vulneráveis, incluindo os
impactos previstos e reais.

Indicador

Desempenho

3.2.1. Existência de procedimento
de avaliação participativa de monitoramento e de comunicação dos impactos previstos e reais, tanto positivos como negativos, da implantação
de iniciativas no âmbito do SISA e
seus programas, sobre aspectos sociais, culturais, de direitos humanos,
ambientais e econômicos deste programa para os beneficiários do Programa.

Parcialmente cumprido

3.2.2. Medidas para mitigar e
adequar efetivamente os impactos,
negativos potenciais e reais e aumentar os impactos positivos, são incluídas no desenho do Programa.

Cumprido

A Lei 2.308 de 2010 estabelece princípios de implementação do SISA e seus programas, dentre eles
o “fortalecimento da identidade e respeito à diversidade cultural, com o reconhecimento do papel das
populações extrativistas e tradicionais, povos indígenas e agricultores na conservação, preservação, uso
sustentável e recuperação dos recursos naturais, em especial a floresta.” Portanto, os programas do SISA
se sustentam a partir da implementação de políticas públicas estaduais, estruturadas nos Planos Plurianuais (PPA). O eixo norteador dos PPAs dos períodos de 2004 a 2007, 2008 a 2011 e de 2012 a 2015 é
a economia sustentável, na função de vetor de geração de trabalho, renda, de promoção da igualdade
social, fortalecimento da cultura própria, identidade e conservação do ambiente natural.
A implementação das ações dos PPAs é monitorada por cada secretaria, que encaminha a colheita de
resultados para a Secretaria de Articulação Interinstitucional responsável pelo Sistema de Monitoramento

36

37

AUTOAVALIAÇÃO DO CUMPRIMENTO DE SALVAGUARDAS
SOCIOAMBIENTAIS NO SISA E NO PROGRAMA ISA CARBONO DO ESTADO DO ACRE

e Avaliação das intervenções do governo. O Decreto Nº 6.401 de 25 de setembro de 2013 institui o Sistema
Integrado de Planejamento e Gestão Estratégicos (SIPLAGE), que proporciona as condições adequadas
para atendimento ao indicador, uma vez que estabelece os processos de planejamento, monitoramento e
avaliação das políticas, programas e projetos estratégicos do estado.
O SIPLAGE incorpora um componente de Monitoramento Presencial que mede a satisfação das comunidades com os benefícios produzidos. Sempre que houver desvios em relação às metas programadas e/ou entraves críticos que implicam em prejuízo nos resultados pactuados, será elaborado o Plano
de Correção. A Avaliação consiste em um processo de verificação de impacto, que mensura indicadores
técnicos de eficácia e eficiência, resultando no indicador de desempenho técnico e indicadores sociopolíticos. Portanto esta é uma fonte para verificar se os diferentes grupos reconhecem o alcance das
diferentes políticas públicas relevantes para o SISA.
Todas as ações estruturadas nos últimos três PPAs, relevantes para o período de avaliação deste
relatório foram estratégicas para garantir a segurança a longo prazo dos meios de vida e a melhoria do
bem-estar de todos os grupos de provedores de serviços ambientais, beneficiários do SISA.
Os benefícios (incentivos) podem chegar, em diferentes modalidades, através das políticas públicas
estaduais, visando atender as necessidades de cada setor, seja agricultura familiar, pecuária, terras indígenas etc., para assim fazer a transição para usos da terra que não dependam de desmatamento.
Desde a Lei Nº 1.277, de 13 de janeiro de 1999, denominada Lei Chico Mendes, que “Dispõe sobre concessão de subvenção econômica aos produtores de borracha natural bruta do Estado do Acre e dá outras
providências” a qual foi mantida e aplicada nos anos seguintes, atendendo 14 dos 22 municípios do estado; os programas e planos da Política de Valorização do Ativo Ambiental Florestal; até as ações para fortalecimento das cadeias de valor, com o processo de industrialização de produtos florestais sustentáveis
no âmbito do Eixo de Economia de Baixo Carbono do PPA 2012 – 2015 fazem parte dos meios adotados
para assegurar a longo prazo os meios de vida e o bem-estar da população.
A Política de Valorização do Ativo Ambiental Florestal está alicerçada em dois programas: o Programa de Valorização do Ativo Ambiental Florestal e o Programa de Recuperação de Áreas Alteradas.
Este último programa tem por objetivo fomentar a consolidação das áreas já desmatadas (com inserção
de práticas mais sustentáveis como SAFs, sistemas agrosilvipastoris), a recuperação de áreas degradadas
(mecanização, uso de calcário), a consolidação de plantios florestais, a regularização de passivos ambi-
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entais florestais em imóveis rurais, bem como a consolidação de um arranjo de certificação de unidades
rurais produtivas familiares sustentáveis.
Recentemente foi criada a Comissão Interinstitucional responsável por elaborar proposta de valorização dos agentes agroflorestais indígenas. O objetivo é dar continuidade na formação profissional e
definir uma forma de remunerar os profissionais pelo serviço prestado na promoção das práticas produtivas sustentáveis indígenas.
O fomento a pequenos negócios também faz parte integral desta política de economia sustentável.
Executado em parceria com as instituições do Sistema S (conjunto de nove instituições de interesse de
categorias profissionais), esta política já criou e apoiou em 2012, 2000 pequenos negócios em todo o Estado, atendendo prioritariamente os segmentos mais vulneráveis.
O processo de industrialização do estado também é fortalecer a economia de base florestal, portanto
visa trabalhar todos os pontos das cadeias produtivas sustentáveis. O Estado investe no fomento a indústrias âncoras em regime de parceria pública, privada, comunitária que possibilita modernizar e diversificar a renda familiar. Sobre a atividade madeireira, no decorrer dos últimos 12 anos houve esforços para
regulamentação da mesma de forma a evitar a atividade ilegal e promovendo o manejo sustentável. Cerca
de 95% da madeira consumida pelas indústrias são oriundos de Planos de Manejo Florestal Sustentável
implementados em áreas privadas, comunitárias e públicas. Ao mesmo tempo o reflorestamento de áreas
já desmatadas ganha suporte para estabelecer uma base de suprimentos para a indústria de maneira sustentável.
No caso da cadeia produtiva da borracha, a Fábrica Natex de preservativos masculinos foi instalada
para recuperar e fortalecer uma prática produtiva extrativista tradicional desenvolvida pelos seringueiros,
mas fortalecendo todos os segmentos da cadeia, incluindo as associações, cooperativas, intermediários,
usinas de beneficiamento e a indústria. Com relação à castanha, o Estado tem fomentado a produção com
um programa de compra antecipada, apoio a implementação e estruturação de usinas de beneficiamento, construção de estruturas de armazenamento, apoio ao transporte e entrega do produto, bem como,
incentivo a certificação orgânica da castanha do brasil.
O complexo industrial da Piscicultura veio complementar a estratégia para assegurar os meios de vida
a longo prazo, envolvendo 16 mil famílias, desde a alevinagem até a indústria.
Os recursos captados pela redução de emissões do desmatamento da cooperação financeira do Ban-

38

Todas estas políticas públicas, programas e projetos têm a tônica participativa em todas as suas
fases (desenho, implementação e avaliação), estabelecida normativamente e através de instâncias de
governança. As instâncias mais próximas são os conselhos estaduais (Conselho Estadual de Ciência, Meio
Ambiente e Tecnologia – CEMACT, de Desenvolvimento Rural e Florestal Sustentável – CDRFS e Florestal
Estadual – CFE, de Manejo e Plano de Gestão de Unidades de Conservação); e municipais (Defesa do
Meio Ambiente – COMDEMA); comissões (como a Comissão Estadual de Validação e Acompanhamento –
CEVA); grupos de trabalho (como o Grupo Interinstitucional Indígena – GTI). Também são desenvolvidos
planos que buscam identificar e atender aos anseios e necessidades da população local. Quando possível
e necessário, realizam-se audiências e consultas públicas com representantes e lideranças dos diferentes
setores da sociedade acreana.
Por exemplo, os recursos canalizados através do Fundo Estadual de Florestas são aprovados e avaliados pelo Conselho Florestal Estadual. Anualmente este conselho aprova a proposta de investimento do
ano entrante e o relatório de execução. A CEVA por sua vez realiza a avaliação das atividades do SISA
em reuniões anuais, evidenciando desta forma, que procedimentos participativos de avaliação existem.
Com relação a medidas para mitigar e adequar efetivamente os impactos negativos potenciais e reais
e aumentar os impactos positivos, o SISA pode estar amparado no Plano Desenvolver e Servir (Plano
Plurianual - PPA 2012-2015), lei Nº 2.524 de 20 de dezembro de 2011. O PPA visa potencializar oportunidades e resolver problemas com planejamento estratégico diferenciado pensando os desafios governamentais expressos em eixos, programas, indicadores, metas e iniciativas considerados determinantes
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co Alemão de Desenvolvimento KfW serão utilizados como recursos adicionais para a ampliação da
abrangência destas políticas, tendo uma meta de atender 8000 beneficiários em 4 anos, apoiando as
seguintes linhas:
- Fortalecimento da cadeia extrativista da borracha através do pagamento do subsídio da borracha.
- Fortalecimento da agricultura familiar do Programa de Certificação.
- Apoio para implementação do Subprograma Indígena e dos Agentes Agroflorestais Indígenas.
- Apoio para territórios extrativistas sustentáveis com foco na consolidação das unidades de conservação.
- Apoio para uma Pecuária Sustentável.
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para o Desenvolvimento Sustentável do Estado do Acre nos próximos quatro anos. De acordo com o art.
7º, “a avaliação do PPA 2012-2015 consiste na análise das políticas públicas e dos Programas, fornecendo
subsídios para eventuais ajustes em sua formulação e sua implementação”.
A criação do Sistema de Planejamento de Gestão Estratégica (SIPLAGE), instituído pelo Decreto Nº
6.401 de 25 de setembro de 2013, objetiva consolidar os processos de planejamento, monitoramento
(técnico e presencial) e avaliação (pesquisa de opinião e avaliação de impacto) das políticas, programas e
projetos estratégicos do estado referenciado numa gestão pública por resultados, conforme artigo 2º da
Instrução Normativa Conjunta SEPLAN/SAI Nº 001/2013.
Estes podem ser complementados pelo Plano de Ação para Aprimoramento do SISA desenvolvido a
partir da identificação de lacunas neste Relatório de Monitoramento de Salvaguardas.
Lacunas:
As principais lacunas encontradas para o atendimento dos indicadores deste princípio foram:
• Embora a dinâmica dos conselhos varie ao longo do tempo de avaliação deste relatório, ainda precisa-se de um procedimento formal dos Conselhos Estaduais para monitoramento e avaliação das políticas públicas, utilizando como insumo os relatórios produzidos pelo SIPLAGE.
• Ainda falta um Plano de Comunicação do SISA e seus programas com período definido para
atualização das informações, bem como, o formato da informação a ser disponibilizado.
• Não está estabelecido um fluxo para avaliação dos relatórios produzidos pelo SIPLAGE através dos
instrumentos de participação estabelecidos pela lei.

Princípio 4: O SISA e seus programas contribuem para boa governança, para os objetivos mais
amplos de desenvolvimento sustentável e para justiça social.
Este princípio visa assegurar que qualquer iniciativa de redução de emissões do desmatamento ou degradação florestal e de valorização dos demais serviços ambientais esteja integrada a estratégias maiores
de governança e desenvolvimento sustentável pautado na justiça social.
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4.1 As estruturas para
governança do SISA e seus
programas são definidas de
modo claro, transparente,
efetivo e responsável.

4.2. O SISA e seus programas são coerentes com
as políticas, estratégias e
planos relevantes em todos os níveis e existe uma
coordenação eficaz entre
a g ê n c i a s /o rg a n i z a ç õ e s
responsáveis pelo desenho,
implementação e avaliação
do SISA e seus programas
e outras agências/ organizações relevantes.

Indicador

Desempenho

4.1.1. O SISA e seus programas
contribuem com os objetivos e
governança das políticas, programas
e planos (inclusive o seu fortalecimento) pertinentes nos âmbitos federal,
estadual e municipal – e ambientais,
econômicos, de direitos humanos,
culturais – considerando aspectos
relacionados à equidade, eficácia,
eficiência e efetividade por meio
de mecanismos que assegurem a
participação efetiva dos beneficiários
(as) nas decisões.

Parcialmente cumprido

4.1.2. A estrutura da governança
assegura o acesso, a participação
popular, transparência, responsabilidade, domínio da lei, previsibilidade,
justiça e sustentabilidade.

Cumprido

4.2.1. Informação adequada sobre o SISA e seus programas é disponível publicamente.

Parcialmente cumprido

4.2.2. As políticas do governo
apoiam o acesso à informação sobre
o SISA e seus programas.

Cumprido
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Critério
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Critério
4.3. Informação adequada sobre o SISA
e seus programas está
publicamente
disponível
para promover conscientização geral e boa governança.

Indicador

Desempenho

4.3.1 Informação sobre o gerenciamento financeiro do SISA e seus
programas é disponível publicamente.

Parcialmente cumprido

4.3.2 Relatórios financeiros do
SISA e seus programas são publicados regularmente.

Parcialmente cumprido

Em relação à governança, a Lei 2.308 de 2010 estabelece um arranjo de governança para a gestão do
SISA, atualmente participativo desde o desenho até a implementação dos programas considerando:
1) O papel do Governo através do Instituto de Mudanças Climáticas e Regulação de Serviços Ambientais (IMC), órgão responsável pelo registro e controle do SISA;
2) O papel da sociedade civil no controle social sobre o desenho e implementação do sistema
através do estabelecimento formal do Colegiado de Conselhos, da Comissão Estadual de Validação e
Acompanhamento (CEVA) que por sua vez criou o Grupo de Trabalho Indígena. Desta forma contribui
para o alcance dos objetivos de governança, onde há participação, de forma paritária de sociedade civil e
governo (municipal, estadual e federal); e
3) O papel da iniciativa privada, com a criação da Companhia de Desenvolvimento de Serviços Ambientais, através da qual, provedores de serviços ambientais, investidores, doadores etc., podem se relacionar para o desenho e implementação de iniciativas que levem à contínua provisão de serviços ambientais.
Todas as entidades anteriormente citadas já foram estabelecidas com seus fluxos e regimentos internos de funcionamento.
Além disso, instrumentos que possibilitam a articulação de políticas estaduais, municipais e federais já
existem. Por exemplo, no nível geral a Comissão Tripartite, envolvendo todas estas instâncias, tem o papel
de articular as ações entre os diferentes níveis de poderes na execução das ações e programas relaciona-
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dos ao PPCD; e de forma mais específica a Cooperação entre IMAC e IBAMA para as ações de fiscalização
e controle.
Esta estrutura da governança assegura o acesso, a participação popular, transparência, responsabilidade, domínio da lei, previsibilidade, justiça e sustentabilidade. A CEVA tem assumido este papel especificamente no SISA, se reunindo praticamente uma vez por mês desde sua criação para acompanhamento
das ações de implementação do SISA e contribuindo para a formulação de seus instrumentos. No momento que a CEVA percebeu a necessidade de ter uma assessoria direta de povos indígenas a respeito
de seus interesses foi formalizada a criação do GT indígena como assessoria da CEVA para este assunto
específico. Este tipo de arranjo permite à CEVA estabelecer os grupos de trabalho que sejam necessários
para propiciar a participação dos diferentes grupos.
Todas as atas das reuniões da CEVA e dos GTs além de serem encaminhadas para seus membros
também se encontram disponíveis no site do IMC. Não foram encontrados sites onde estejam disponibilizadas as atas das reuniões dos Conselhos.
As homepages, portais e observatórios são canais de relacionamento com os demais órgãos da
Administração, espaços virtuais que hospedam diferentes níveis de informações e ferramentas de
participação e acompanhamento com foco no processo de formulação e implementação de políticas
públicas: Portal do Governo do Acre, Portal do IMC, Portal do Observatório do REDD.
Considerando que o SISA é implementado através das diferentes políticas públicas, executadas por
diversas secretarias, este deverá se amparar no Sistema de Gerenciamento de Recursos da Sociedade
(SAGRES). O SAGRES é um aplicativo de apoio ao exercício do Controle Externo, realizado pelo Tribunal
de Contas do Estado do Acre que tem como finalidade a coleta, análise e disponibilização para a sociedade de dados informatizados sobre a execução orçamentária e financeira das unidades gestoras.
Além disso, a Lei Nº 12.527 de 18 de novembro de 2011 institui como princípio fundamental o acesso
à informação pública como regra, e o sigilo somente como exceção. As homepages, portais e sites são
espaços virtuais que fornecem dados sobre os recursos repassados do governo federal para estados, DF
e municípios, visando dar maior transparência. Podem ser definidos como canais que facilitam e ampliam
o controle social exercido pelo cidadão, permitindo-o acompanhar a execução financeira dos programas
de governo através da rede mundial de computadores, no Portal da Transparência do Governo Federal,
Portal da Transparência do Governo do Estado do Acre, Portal do Governo do Acre.
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Lacunas:
• Não está estabelecido o período de atualização das informações, bem como, o formato da informação a ser disponibilizada no Portal da Transparência.
• Ainda precisa ser estabelecido um mecanismo de divulgação dos relatórios de execução do SISA e
seus programas.
• Nos processos de monitoramento e avaliação do SIPLAGE não estão incluídos os aspectos relacionados à equidade, eficácia, eficiência e efetividade, de forma complementar ao monitoramento das
salvaguardas.
• Não está estabelecido o período de atualização das informações, bem como, o formato da informação a ser disponibilizada.

Princípio 5:

ecossistêmicos.

O SISA e seus programas mantêm e melhoram a biodiversidade e os serviços

Este princípio visa evitar que pela implementação de qualquer ação de redução de emissões ou de
valorização de outros serviços ambientais tenham impactos negativos ao meio ambiente pelo deslocamento de atividades econômicas em lugares importantes para a conservação da biodiversidade e serviços
ecossistêmicos.

Critério
5.1 A biodiversidade
e os serviços ecossistêmicos potencialmente afetados pelo SISA e seus programas são identificados,
priorizados e mapeados.
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Indicador

Desempenho

5.1.1. Existência, no SISA e seus
programas, de procedimento para
identificação, priorização e mapeamento da biodiversidade e dos
serviços ecossistêmicos.

Parcialmente cumprido

5.1.2. O SISA e seus programas
incluem medidas que uma vez implementadas mantêm e melhoram as
prioridades identificadas para biodiversidade e serviços ecossistêmicos.

Cumprido

Indicador

Desempenho

5.1.3 O SISA e seus programas
geram recursos adicionais para identificar, priorizar, mapear, manter e melhorar a biodiversidade e os serviços
ecossistêmicos.

Cumprido

5.2 O SISA e seus
programas
mantêm
e
melhoram as prioridades
identificadas para biodiversidade e serviços ecossistêmicos.

5.2.1. O monitoramento dos impactos do SISA e seus programas
em florestas naturais e outras áreas
importantes demonstra que não há
conversão dentro da área do projeto,
assegurados os meios para segurança
alimentar e manutenção da cultura de
populações tradicionais.

Cumprido

5.3 O SISA e seus programas não causam a conversão ou degradação de
florestas naturais ou outras
áreas importantes para a
manutenção e melhoria
da biodiversidade e dos
serviços
ecossistêmicos
identificados como prioridade.

5.3.1 O SISA e seus programas
incluem medidas para identificar, monitorar e propõe ações para
mitigar os impactos negativos e potencializar os impactos positivos.

Não Cumprido

5.3.2. O feedback do monitoramento é usado para desenvolver
medidas para mitigar ainda mais
os potenciais impactos ambientais
negativos, e acentuar os positivos.

Não Cumprido

5.3.3. O plano de monitoramento inclui indicadores para medir
a biodiversidade e os serviços
ecossistêmicos afetados pelo próprio
SISA e seus programas, identificados
a partir do conhecimento tradicional
e da pesquisa científica.

Não Cumprido
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Critério
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O SISA conta com o Zoneamento Econômico-Ecológico, desde a sua primeira fase, como o primeiro
instrumento utilizado para mapear e identificar a biodiversidade e os serviços ecossistêmicos no estado
do Acre. O ZEE aponta tanto as zonas de consolidação da produção sustentável, zonas de conservação,
zonas de desenvolvimento urbano bem como zonas prioritárias para o ordenamento territorial apontando
as áreas com necessidade de maiores estudos para definir a sua destinação.
Este instrumento é subsidiado ainda por outras ações de mapeamento e priorização da biodiversidade
no nível nacional. O primeiro deles foi o Programa de Conservação e Utilização Sustentável da Diversidade
Biológica Brasileira (PROBIO) desenvolvido entre 1997 e 2000, com uma consulta para a definição de
áreas prioritárias para a conservação na Amazônia e outros biomas e um mapa de prioridades atualizado
em 2006 pela Comissão Nacional da Biodiversidade (CONABIO).
Alguns passos foram dados no Brasil e no Acre para que o SISA e seus programas pudessem manter e
melhorar as prioridades identificadas para biodiversidade e serviços ecossistêmicos. O Sistema Nacional
de Unidades de Conservação da Natureza (SNUC) foi instituído pela Lei 9.985, de 18 de Julho de 2000,
estabelecendo critérios e normas para a criação, implantação e gestão das unidades de conservação.
Como desdobramento dessas ações a Lei nº 1.426, de 27 de Dezembro de 2001 dispõe sobre a preservação e conservação das florestas do Estado, institui o Sistema Estadual de Áreas Naturais Protegidas
(SEANP), cria o Conselho Florestal Estadual e o Fundo Estadual de Florestas. Esta lei disciplina o uso
das florestas nativas ou cultivadas e demais formas de vegetação nativa do território do Estado do Acre
como parte das medidas a serem adotadas para a manutenção e aprimoramento das prioridades de biodiversidade identificadas. Entre os anos 2000 e 2009 foram criadas 13 novas Unidades de Conservação.
Atualmente o SEANP responde pela proteção de 47% do território estadual, incluindo áreas protegidas
estaduais e terras indígenas.
Em 2007, enquanto no nível federal se criava o Instituto Chico Mendes de Conservação da Biodiversidade (ICMBio), responsável pela gestão de 304 unidades de conservação no território nacional, no nível
estadual foi criada através de Lei Complementar a Secretaria de Estado do Meio Ambiente (SEMA), como
órgão da administração direta do governo. Sua responsabilidade é de formular e acompanhar as políticas
públicas de meio ambiente, a promoção e valorização socioambiental e a conservação da biodiversidade
em benefício comum.
Também, faz-se necessário considerar que o Brasil tem um Código Florestal, na versão mais recente
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de 2012, cujo capítulo IV se refere à área de Reserva Legal (RL) e à sua delimitação. Especificamente na
Amazônia, a RL corresponde a 80% do imóvel situado em floresta. O código dispõe ainda sobre as florestas nativas e estabelece critérios e parâmetros para o uso dos seus recursos. Constitui-se assim em
mais uma medida para contribuir com a manutenção da biodiversidade.
A contribuição do SISA e seus programas para a manutenção da biodiversidade e serviços
ecossistêmicos pode ser potencializada ainda pelas iniciativas da sociedade civil para esse fim. Cabe o
levantamento e mapeamento das mesmas para buscar sinergias e integração de ações.
O SISA está composto por uma série de programas que visam à conservação, recuperação de todos
os serviços ambientais que serão desenhados de maneira a gerar co-benefícios sociais e ambientais. Portanto, o desenho do Programa Sociobiodiversidade deverá considerar todos os instrumentos e experiências existentes para atualização constante das prioridades de biodiversidade e definição de estratégias
que levem a sua proteção. No entanto este programa está na fase inicial de definição de sua estratégia
de desenho.
Por outro lado, o Programa ISA Carbono já teve a primeira transação de remuneração pela redução
de emissões e, no planejamento de execução dos recursos recebidos do Banco Alemão de Desenvolvimento KfW, foram destinados recursos para a consolidação de territórios extrativistas sustentáveis para
assegurar a adequada gestão das mesmas. Isto de forma a fortalecer o extrativismo e o papel que estes
territórios têm na manutenção da biodiversidade. Este planejamento foi aprovado em reunião anual do
Conselho Florestal Estadual, gestor do Fundo Estadual de Florestas através do qual são executados os
recursos.
As áreas protegidas compreendem as unidades de conservação de proteção integral, unidades de
conservação de uso sustentável e terras indígenas. Nas duas últimas, dentro de suas diretrizes de uso, são
preservadas as formas de vida da população residente nestas áreas com o propósito de não impactar a
conservação da biodiversidade e os serviços ecossistêmicos.
O Estado conta com uma Unidade Central de Geoprocessamento e Sensoriamento Remoto (UCEGEO) que monitora anualmente a conversão das florestas, num inventário de desmatamento bruto anual,
desde 1988 no nível estadual, utilizando imagens de alta resolução. Este instrumento permite verificar
o avanço do desmatamento no Estado do Acre, possibilitando ver o real impacto das políticas públicas
na contenção do desmatamento, bem como na conservação da biodiversidade nas UC como áreas pri-
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oritárias (unidades de conservação).
O monitoramento do desmatamento na escala local, juntamente com o monitoramento das ações do
SIPLAGE, podem ser utilizados para identificar, monitorar e propor ações para mitigar os impactos negativos e potencializar os impactos positivos.
Lacunas
As principais lacunas encontradas foram:
• Baixa implementação efetiva dos instrumentos legais para proteção da biodiversidade nas UCs;
• Falta ainda um processo de articulação interinstitucional e levantamento de iniciativas que contribuam para a manutenção e melhoria da biodiversidade as quais poderiam ser potencializadas pelo
SISA;
• Ainda falta sinergia entre o SISA e o SIPLAGE para incorporar a análise de impactos positivos e
negativos do SISA na gestão das unidades de conservação e na manutenção da sua biodiversidade.

Princípio 6: Todos os titulares de direitos e atores relevantes participam de maneira plena e eficaz do SISA e seus programas.

Critério
6.1 O SISA e seus
programas
identificam
todos os grupos de titulares de direitos e atores e
caracterizam seus direitos
e interesses e sua relevância para o SISA e seus programas.
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Indicador
6.1.1. O SISA e seus programas
identificam os provedores de serviços
ambientais potencialmente beneficiários do sistema (inclusive seus
conhecimentos e saberes tradicionais, sistemas de gestão e manejo) e
as instituições interessadas no tema,
focando especialmente os grupos
mais vulneráveis (povos indígenas,
comunidades locais, mulheres e jovens), caracterizando os seus direitos
e interesses.

Desempenho
Cumprido

6.2 Todos os grupos
de titulares de direitos
e atores relevantes que
querem estar envolvidos no
desenho, implementação,
monitoramento e avaliação
do SISA e seus programas
são envolvidos através
de participação culturalmente apropriada, sensível
à questão de gênero e participação efetiva.

Indicador

Desempenho

6.1.2. O SISA e seus programas
prevêem procedimento para facilitar que
qualquer parte interessada se apresente
para ser considerada um titular de direitos (provedor de serviços ambientais
beneficiário do SISA) ou ator relevante
(instituição interessada no tema).

Cumprido

6.2.1. Um processo e uma estrutura
institucional são estabelecidos e implementados para permitir uma representação eficaz e equitativa dos grupos marginalizados e/ou vulneráveis, inclusive
mulheres no processo de participação de
todos os grupos de titulares de direitos
e atores relevantes durante o desenho,
implementação e avaliação do programa.

Cumprido

6.2.2 O Programa aplica processos
de consulta (adaptados ao contexto local, usando métodos socialmente e culturalmente adequados), aprovados pelos provedores de serviços ambientais
beneficiários do programa e pelas instituições interessadas no tema.

Cumprido

6.2.3 As diferentes instâncias – federais, estaduais e municipais – participam
efetivamente do Programa.

Cumprido

6.2.4 O desenho e a implementação
do SISA e seus programas são adaptados em resposta à participação de titulares de direitos e atores.
6.2.5 Existência de norma complementar
específica
para
garantir participação plena das mulheres e
igualdade entre gêneros.
6.2.6 Planos e projetos do Programa
devem prever recursos para participação
de representantes de comunidades
ou atores envolvidos no processo, que
necessitam de apoio logístico para tal
participação.
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Critério

Cumprido

Não Cumprido

Cumprido
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Critério

Indicador

Desempenho

6.3 O desenho, implementação e avaliação
do SISA e seus programas
consolidam, respeitam e
apóiam o conhecimento,
habilidades e sistemas de
manejo dos titulares de
direitos e atores, inclusive
dos Povos Indígenas e das
comunidades locais.

6.3.1 Os processos e estruturas
para tomada de decisão dos Povos
Indígenas e comunidades locais são
reconhecidos, respeitados, apoiados
e protegidos

Cumprido

6.3.2 Conhecimento, habilidades
e sistemas de manejo tradicionais
com relevância para o SISA e seus
programas são identificados.

Parcialmente Cumprido

6.3.3 O SISA e seus programas
consolidam, respeitam e apóiam o
conhecimento, habilidades e sistemas
de manejo tradicionais relevantes.

Parcialmente Cumprido

6.3.4 Consentimento livre, prévio
e informado é obtido para o uso de
quaisquer conhecimentos, inovações
e práticas tradicionais de Povos Indígenas e comunidades locais.

Não aplicável no momento

6.4.1 O SISA e seus programas
identificam e estabelecem processos
para resolução de reivindicações e
controvérsias relacionadas ao desenho, implementação, uso dos recursos e avaliação dos planos e projetos
deste.

Cumprido

6.4 O SISA e seus programas identificam e usam
processos para efetiva
resolução de reivindicações
e disputas relacionadas
ao desenho, implementação e avaliação do SISA
e seus programas, incluindo disputas referentes
aos direitos sobre terras,
territórios e recursos relacionados ao programa.
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6.5 O SISA e seus programas asseguram que
os titulares de direitos e
os atores tenham a informação que eles necessitem
sobre o SISA e seus programas, apresentada de
forma apropriada, sensível
à questão do gênero e
oportuna, e tenham a capacidade para participar
plena e efetivamente no
desenho, implementação e
avaliação do programa.

Indicador

Desempenho
Não Cumprido

6.4.2 Titulares de direitos e
atores são informados a respeito de
mecanismos para reivindicações e
têm acesso aos mesmos.

Não Cumprido

6.4.3 Nenhuma atividade que
possa prejudicar o resultado de uma
disputa relacionada ao programa
é conduzida pelo SISA e seus programas.

Cumprido

6.4.4. Existência de serviço
de orientação jurídica disponível
e acessível para os provedores de
serviços ambientais beneficiários do
SISA e seus programas e para as instituições interessadas no tema.

Cumprido

6.5.1 Existência de processo de
disseminação de informações, sensibilização e capacitação de lideranças
e instrumentalização dos representantes dos provedores de serviços
ambientais beneficiários do Programa e dos atores relevantes para
que possam participar das tomadas
de decisão de forma previamente informada e responsável e repassem informações às suas bases.

Cumprido
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Critério
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Critério

Indicador

6.6 Os representantes
dos grupos de titulares de
direitos e atores reúnem
e disseminam toda informação relevante sobre o
SISA e seus programas
de e para as pessoas que
eles representam de forma apropriada e oportuna, respeitando o tempo
necessário para tomada de
decisão inclusiva.

6.6.1 Representantes dos titulares de direitos e atores coletam e
disseminam todas as informações
relevantes para as pessoas que eles
representam.

Desempenho
Não aplicável

O processo de elaboração do SISA foi feito com base nas políticas públicas estaduais de gestão ambiental e territorial já existentes no Acre, onde todos os grupos de atores que compõem a população do
Acre foram identificados (políticas como ZEE, OTL, PDC, PGTI, CAR). Esta é a base para definição das
estratégias de investimento para incentivos aos serviços ambientais.
No processo de desenho do SISA, as consultas aos diferentes atores permitiram definir o conceito de
provedor de serviços ambientais como todos aqueles que promovem ações de conservação, recuperação
ou incremento dos serviços ambientais. Estes provedores podem se constituir em beneficiários do SISA
através dos programas de governo relevantes para o SISA garantindo a participação de todos os setores
através dos subprogramas. No caso de projetos privados, os procedimentos estão estabelecidos para
a integração dos mesmos no SISA, considerando o cumprimento dos requerimentos de demonstração
clara, numa primeira fase, da situação fundiária da área do projeto, bem como da relação estabelecida
entre todos os participantes (provedores – titulares de terra ou posseiros, proponentes, desenvolvedores,
investidores). Posteriormente, uma vez comprovado que não existem disputas de nenhuma ordem, será
preciso demonstrar a integração do nível de referência do projeto com a do estado e as formas de contabilidade do serviço ambiental.
Estas ações que visam apoiar, no nível jurisdicional a todos os grupos para incentivá-los à conservação
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dos serviços ambientais através do apoio à consolidação de cadeias produtivas sustentáveis, bem como
os procedimentos adotados para os projetos privados, visam evitar influenciar ou agravar disputas ou
conflitos sobre a terra e seus recursos naturais.
A resolução de qualquer conflito está amparada por uma estrutura maior do Estado de resolução de
conflitos composta por um sistema judicial, Ministério Público Federal e Estadual e Defensoria Pública
(com orientação jurídica), bem como instâncias responsáveis pela regularização fundiária podendo ser
acionado através da Ouvidoria do SISA.
A estrutura de governança do SISA, que inclui a CEVA e o Colegiado dos Conselhos, tem composição
paritária entre governo (federal, estadual e municipal) e sociedade civil que inclui todos os setores. Considerando que a CEVA garante a representatividade de todos através da formação de grupos de trabalho,
o primeiro a ser constituído foi o GT Indígena que conta com representantes indígenas e de instituições
governamentais e organizações não governamentais diretamente relacionadas. Todas estas instâncias
visam velar para que os seus interesses e suas formas de tomadas de decisão sejam respeitadas.
Desde a concepção do SISA, aos primeiros anos de sua implementação até a elaboração deste instrumento de monitoramento de salvaguardas, foram adotados processos de consulta e participação adaptados à realidade de cada tipo de ator, provedor de serviços ambientais, acompanhadas de nivelamento
prévio de conhecimentos e informações para qualificar a participação. Todas as contribuições de todos
os processos de consulta permitiram a evolução conceitual e as formas de implementação do SISA e de
seus programas. Todos estes processos tiveram recursos garantidos para possibilitar a participação dos
diferentes atores.
Lacunas:
• Precisa-se ainda da estruturação da ouvidoria para que as possíveis disputas relacionadas com o
SISA e seus programas efetivamente possam ser direcionadas pela mesma.
• Ainda precisa-se de um procedimento formal de aplicação do CPLI para o uso de conhecimentos
tradicionais, principalmente de povos indígenas.
• Não existe um procedimento para averiguação se os representantes repassam informações para
os seus representados, na escala estadual requerida para o SISA.

Princípio 7:
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O SISA e seus programas cumprem com as leis locais e nacionais, tratados, convenções e outros instrumentos internacionais relevantes.

Critério
7.1 O SISA e seus programas cumprem com
as relevantes leis locais,
nacionais e tratados internacionais, assim como
convenções
e
outros
instrumentos ratificados ou
adotados pelo Brasil.

7.2 Onde o SISA e
seus programas não forem
consistentes com a legislação estadual ou nacional
ou com relevantes tratados, convenções ou outros
instrumentos
internacionais, um processo de revisão será conduzido para
resolver as inconsistências.
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Indicador

Desempenho

7.1.1. O SISA e seus programas
contemplam os princípios dos tratados, convenções e outros instrumentos internacionais, respeitada a legislação nacional.

Cumprido

7.1.2. SISA e seus programas detalham como suas políticas e medidas
vão contribuir para melhorar o respeito, a proteção e cumprimento dos
direitos humanos dos Povos Indígenas e comunidades locais.

Cumprido

7.1.3 Os Provedores de Serviços
Ambientais Beneficiários do SISA
e seus programas e as instituições
interessadas no tema têm capacidade de compreender, implementar
e monitorar requisitos legais deste
Sistema.

Parcialmente cumprido

7.2.1. O SISA e seus programas
estabelecem procedimento de revisão para abordar inconsistências
entre os padrões, tratados internacionais, convenções ou instrumentos
e o marco legal local ou nacional de
inserção do programa.

Não Cumprido
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Segundo a Lei 2.308/2010, o SISA e seus programas devem estar em concordância com os marcos
legais estaduais e nacionais. A lei contempla esta obrigatoriedade na Seção I, Art. 2º, estabelecendo que
o SISA “deverá respeitar os princípios nacionais e internacionais.” O artigo destaca que o SISA deve respeitar os conhecimentos e direitos de povos indígenas e populações tradicionais e direitos humanos em
geral e observar as leis federais sobre mudanças climáticas e serviços ambientais.
No nível nacional, a Constituição Federal de 1988, em seu art. 225, destaca que o Poder Público e a coletividade têm o dever de defender e preservar o meio ambiente para as presentes e as futuras gerações.
O Programa busca auxiliar o Estado do Acre no cumprimento desse dever através da promoção de uma
economia de base florestal com recursos adicionais para o aumento da abrangência de suas políticas.
Os marcos regulatórios estaduais e federais constituem-se nos instrumentos necessários para a implementação do SISA, seus programas e para o alcance de seus objetivos e princípios.
Marcos regulatórios têm sido definidos para resguardar os Direitos Humanos em geral e os direitos
dos Povos Indígenas em especial, com o Estatuto do Índio, Lei Nº 6.001/1973. Este instrumento estabeleceu que o governo devesse zelar pela proteção das comunidades indígenas e os direitos delas. Esta
lei é atrelada a instrumentos como o Decreto Nº 7.747/2012, que criou a Política Nacional de Gestão
Territorial e Ambiental de Terras Indígenas (PNGATI). A Lei de Gestão de Florestas Públicas (Lei Federal
Nº 11.284/2006) atribui aos Estados a responsabilidade de gerenciar e conservar as florestas públicas
nos Estados e os serviços ambientais associados, com regras estabelecidas no Novo Código Florestal
Brasileiro (Lei 12.651/2012).
Toda a base conceitual do SISA, os instrumentos de controle, monitoramento e participação, instrumentos de planejamento, execução e financiamento, bem como seus princípios e as estratégias para o alcance da conservação, recuperação e incremento dos serviços ambientais, propiciam o cumprimento de
todas as leis federais, estaduais e dos tratados e convenções internacionais das quais o Brasil é signatário.
A capacidade de compreender, implementar e monitorar requisitos legais do SISA por parte dos
provedores só pode ser avaliada no nível estadual. Isto acontece através das instâncias de participação
e controle social como são a CEVA e o Colegiado de Conselhos, uma vez que, em se tratando do Programa ISA Carbono este não se constitui em um conjunto de projetos individuais, mas de políticas mais
abrangentes. Muito embora tenham existido esforços para criação dessas capacidades, os membros dos
conselhos ainda não se sentem confiantes quando o assunto é o SISA, dada a sua complexidade e inter-
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conexão com várias políticas. Por esta razão, os membros dos conselhos decidiram reconduzir os representantes da sociedade civil na CEVA para uma segunda gestão, considerando os conhecimentos adquiridos pelos mesmos.
Houve ainda esforços para disseminar informação para lideranças indígenas, considerando a sensibilidade do tema e das políticas públicas destinada a atender os povos indígenas. No entanto, não se
pode dizer que todos os beneficiários do SISA adquiriram capacidades para compreender, implementar e
monitorar requisitos legais do SISA.
Lacunas:
• Ainda falta um detalhamento: de que maneira o SISA e seus programas contribuirão de forma explícita para melhorar o respeito, a proteção e cumprimento dos direitos humanos, em concordância com
essas leis e tratados. Cabe mencionar que essas atividades requererão de recursos ainda não previstos.
• Ainda não se tem um procedimento específico para levantamento de inconsistências com os marcos legais internacionais, nacionais e estaduais.
• Precisa-se ainda de um programa de formação de lideranças dos diferentes segmentos sociais que
compõem os conselhos para o adequado acompanhamento do SISA.

6

RECOMENDAÇÕES RECEBIDAS

Em reuniões de consulta, realizadas em abril de 2014 com grupos de atores relevantes, foram coletadas as primeiras recomendações para o monitoramento das salvaguardas socioambientais do SISA e seus
programas. Mais consultas são necessárias para a robustez do sistema, do monitoramento e da viabilidade
do cumprimento.
Há recomendações gerais sugerindo contextualizar e analisar com clareza os princípios, critérios e
indicadores para a maior objetividade possível, informando as fontes de verificação e metodologias de
levantamento. Sugere-se ainda explicar a estrutura do presente relatório, em relação aos modelos da iniciativa internacional e das salvaguardas brasileiras e o processo de adequação dos indicadores à realidade

56

57

AUTOAVALIAÇÃO DO CUMPRIMENTO DE SALVAGUARDAS
SOCIOAMBIENTAIS NO SISA E NO PROGRAMA ISA CARBONO DO ESTADO DO ACRE

do Acre.
Outras recomendações são especificamente focadas nos sete princípios.
Para o princípio 1, relacionado com os direitos a terra, recomenda-se monitorar e divulgar o avanço
do programa estadual da regularização fundiária com base nos relatórios do ITERACRE.
Para o princípio 2, relacionado com a repartição de benefícios gerados pelo SISA e seus programas
recomenda-se assegurar a transparência da informação, especialmente sobre a gestão financeira do
sistema.
Para o princípio 3, relacionado com a preservação dos meios de vida e do bem-estar das comunidades envolvidas, recomenda-se monitorar os investimentos realizados e previstos para a recuperação
de áreas degradadas e reinserção na economia local, para a infraestrutura de acesso e escoamento
da produção (inclusive em relação com programas federais PAA, PAE), para as condições favoráveis
para produção (programas estruturais como Luz para Todos, contribuindo com educação, informação),
a qualidade de execução das políticas publicas, como o PRONAF e outros programas, lembrando que
excessiva burocracia pode prejudicar o desenvolvimento local.
Recomenda-se, ainda para o princípio 3, monitorar o uso de instrumentos financeiros para atividades
que reduzem a pressão sobre fauna e flora silvestre, os incentivos à pesquisa, em busca de novas alternativas produtivas (manejo de fauna e flora) e manter as salvaguardas econômicas, como o subsídio do
preço de látex (estabelecido pela Lei nº 1277/1999).
Por fim, em relação com o mesmo princípio 3, foi recomendado promover a diversificação da produção em vista de resiliência em situação de crise, superando as limitações em campo para a produção,
compartilhando e usando o conhecimento, inclusive conhecimento prático de acesso a apoio tecnológico
como a mecanização.
Para o princípio 4, relacionado com a governança do SISA e seus programas, recomenda-se monitorar e aprimorar os mecanismos de participação social no nível local através dos COMDEMAs. Recomenda-se também monitorar e democratizar a condução dos conselhos na eleição do presidente. O sistema de governança deve proporcionar às políticas públicas relacionadas, lógica e coerência para atingir
os impactos desejados no nível local. Deve estabelecer um dialogo periódico entre a sociedade civil e
instâncias do governo. Deve zelar por disponibilidade e aprimoramento do conhecimento adequado para
os diversos usos da terra. Sugere-se considerar na nomeação ou eleição de representantes a própria
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disponibilidade para participação, além da representatividade e finalmente promover a implementação de
novos GTs conforme demandas temáticas / territoriais do SISA e seus programas.
Para o princípio 5, relacionado com a manutenção da biodiversidade e dos serviços ecossistêmicos, recomenda-se esclarecer como será quantificado o monitoramento da biodiversidade e dos serviços
ecossistêmicos no SISA, seus programas e da consolidação do SEANP. Recomenda-se para isto considerar
também as políticas e programas federais sobre biodiversidade; comparar e conectar as atividades de
monitoramento nas diferentes UC, como RESEX Cazumba, PE Chandless, e iniciativas existentes na região
de fronteira com o Peru.
Para o princípio 6, relacionado com a efetividade da participação, recomenda-se aprimorar a
transparência e atualidade do portal eletrônico do governo. Recomenda-se também avaliar e fortalecer
a participação de conselheiros na elaboração e acompanhamento do SISA e seus programas como parte
de ações do PPA. Recomenda-se monitorar o diálogo sobre SISA e seus programas com as comunidades
de provedores / beneficiários e programas de capacitação de diversos públicos sobre SISA e seus programas. Para este princípio considera-se desejável contar com um diagnóstico sobre as necessidades para
uma efetiva participação e aproveitar os modernos meios de comunicação para transparência e transferência de conhecimento.
Para o princípio 7, relacionado com o cumprimento de leis e convenções, recomenda-se monitorar o
rigor da fiscalização e do cumprimento do marco legal em relação a recuperação de Áreas de Preservação
Permanente (APP, Mata ciliar) e divulgar as experiências que demonstram como a regularização ambiental favorece a produção.
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Concluindo, pode ser resumido o cumprimento dos princípios da seguinte forma:
Correspondendo ao Princípio 1, a identificação e o respeito dos direitos a terra e seus recursos estão
sendo cumpridos na implementação das políticas de gestão territorial integrada e participativa. O cumprimento abrange também a incompatibilidade com disputas e a transparência dos processos relacionados com os direitos sobre o carbono. O consentimento prévio, livre e informado (CPLI) e as respectivas
declarações internacionais estão sendo discutidas entre os atores envolvidos. O CPLI está implícito na
elaboração e implementação das políticas públicas, mas ainda não tem sido experimentado na prática
das iniciativas privadas. Tampouco tem sido aplicado nenhum caso de realocação de moradia ainda.
Tratando da repartição de benefícios gerados por serviços ambientais, o princípio 2 foi cumprido na
análise transparente e participativa do desenho. A provisão de procedimentos para implementação ainda
foi cumprida parcialmente.
O princípio 3 visa salvaguardar o bem-estar das comunidades afetadas. Ele foi cumprido considerando a geração de recursos, a segurança e a mitigação de impactos. O princípio foi parcialmente cumprido
no reconhecimento dos próprios beneficiários e na avaliação participativa do monitoramento dos impactos.
O princípio da governança, número 4, foi cumprido em relação à estrutura e às políticas existentes.
Ele foi apenas parcialmente cumprido nas definições transparentes e participativas, nos fluxos de informação, inclusive sobre recursos financeiros.
O princípio 5, que corresponde à manutenção da biodiversidade e dos serviços ecossistêmicos, foi
cumprido com foco nas medidas de mitigação e nos recursos gerados. O princípio foi parcialmente cumprido, focando na identificação e não cumprido no fornecimento de provas de não causar, monitorar e
mitigar impactos negativos.
O princípio 6, referente à participação, foi cumprido nos aspectos da identificação, caracterização, do
envolvimento adequado, da provisão de processos para resolver e evitar conflitos de titulares de direitos
e disseminar a informação necessária para sua participação. A identificação e o respeito do conhecimento
tradicional e a disposição de orientação jurídica são avaliados como parcialmente cumpridos. A existência de uma norma complementar específica sobre gênero e informação e acesso a respeito de mecanis-
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mos para reivindicações não foram cumpridos. O repasse de informação de representantes de titulares às
suas bases não se aplica no momento e existe uma dificuldade de monitorar isto na escala estadual.
No princípio 7, o SISA e seus programas cumprem as leis e convenções, mas ainda não há um
procedimento estabelecido institucionalmente para identificação de inconsistências.
A presente publicação reflete a consolidação de um processo de recebimento e sistematização das
recomendações, considerações e/ou sugestões de grupos de atores relevantes do Estado do Acre durante
o período de consulta pública do referido relatório. Esta consulta, que teve por objetivo coletar e incorporar recomendações, corresponde à etapa 9 do processo da iniciativa REDD+SES. A última etapa, 10,
corresponde à publicação do relatório com as contribuições incorporadas.
Considerando as contribuições da CEVA e dos Conselhos na elaboração do Plano de Monitoramento,
no Acre, estão previstas no futuro mais duas etapas adicionais:
a) Elaboração de um Plano de Ação para responder as fragilidades identificadas nas lacunas; e
b) Retroalimentação dos instrumentos de monitoramento adotados e aprendizado para o processo
do REDD+ SES.
Desde já nesta primeira experiência de aplicação destes instrumentos, foram identificadas lições
aprendidas e possíveis aprimoramentos no instrumento de levantamento de informações. Portanto, agradecemos a todas as valiosas contribuições para a implementação adequada do SISA e seus programas.
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Executive Summary
The State of Acre in Brazil developed a comprehensive set of country-specific indicators and a selfassessment report of the social and environmental performance of the State System for Incentives
for Environmental Services (SISA) REDD+ program through a process that had strong stakeholder
participation and transparency following the ten steps of the Guidelines for the use of the REDD+
Social & Environmental Standards at Country Level (Version 2 November 2012) with some variations
described in this report.

A brief description of the jurisdiction and use of REDD+ SES guidance and tools
The State of Acre in Brazil was among the first jurisdictions in the world to use the REDD+ SES
guidance and tools and the first to have a REDD+ SES International Review performed. From 2010,
Acre started to implement the state law for the System of Incentives for Environmental Services
(SISA). The ISA Carbon Program under the SISA aims to reduce emissions from deforestation and
forest degradation (REDD) and provide social and environmental benefits from actions that promote
conservation and restoration of forests and their services. Acre used the REDD+ SES guidance and
tools from 2010 as a means of monitoring the performance of the ISA Carbon Program with respect
to these standards and the principles established by the SISA law.
The Institute for Climate Change (IMC), as government regulatory authority of SISA, is responsible for
monitoring the emission reductions of the program and to ensure and monitor compliance with
social and environmental safeguards governing the SISA. To ensure public participation in SISA the
State Commission for Validation and Monitoring (CEVA) was established in 2012 composed of four
representatives of the Government and four civil society members.

The purpose and scope of the International Review
This document provides an independent review of the extent to which Acre has used the process
described in the Guidelines for the Use of the REDD+ Social & Environmental Standards at Country
Level Version 2 November 2012 (REDD+ SES Guidelines). The International Review does not assess
the content of the country’s Safeguards Assessment Report (i.e. social and environmental
performance versus the country-specific principles, criteria and indicators), but assesses the extent
to which the REDD+ SES Guidelines have been followed. The REDD+ SES Guidelines set out a
methodology for enhanced transparency and a strong country-led, multi-stakeholder process that, if
followed, would be expected to lead to a fair and accurate monitoring and reporting of social and
environmental performance.
This International Review undertaken in Acre had the following objectives:
1. To assess the quality of the process followed to use REDD+ SES guidance and tools with
respect to inclusiveness, transparency, balanced participation of stakeholders,
responsiveness, and relevance to Acre’s context.
1
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2. To assess the extent to which the REDD+ SES Guidelines have been followed, and
understand the reasons for any significant differences between the actual process and the
process defined in the REDD+ SES Guidelines.
3. To learn from Acre’s activities that have led to outcomes and outcome pathways in using
REDD+ SES to provide constructive feedback to those responsible in Acre, to help the REDD+
SES secretariat to improve REDD+ SES strategy and guidance to assist other countries, and
for reporting to the donor (NORAD).
The review was guided by 8 questions (a) to (h) (see Summary of the Review Conclusions). This
review covers the process followed in Acre for the use of REDD+ SES from 2010 to 2014. For
logistical and planning reasons, the outcome evaluation for the third objective was undertaken
separately and the results are provided in an Annex to the full report. This document provides
recommendations and lessons learned from the review activities undertaken to address the first and
second objectives above.

The methods and criteria used for the International Review
The International Review was undertaken by a small team composed of three people approved by
the REDD+ SES International Steering Committee (ISC) supported by the REDD+ SES secretariat. The
team reviewed documents and conducted interviews in Rio Branco 28 April to 2 May 2014. A draft
version 1 of this report was produced in August 2014. This final version 2.2 was produced in October
2015 after Acre completed all ten steps of the REDD+ SES process, addressing feedback from the
REDD+ SES International Steering Committee, and incorporating further information and feedback
from IMC and CEVA in Acre. The report was approved by the ISC on 5 November 2015.
For each of the International Review questions and for each of the ten steps in the REDD+ SES
Guidelines, the review team provided one of the following three ratings:
Full application of REDD+ SES - Good practices defined in the REDD+ SES Guidelines have
been followed that are expected to provide credible and comprehensive safeguards
information.
Partial application of REDD+ SES - Good practices defined in the REDD+ SES Guidelines
have been followed with some variations that are not expected to greatly affect the quality of
the safeguards information.
REDD+ SES as guidance - Good practices defined in the REDD+ SES Guidelines have been
followed with variations that could affect the quality of the safeguards information.

2
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Summary of the review conclusions

•

Relevant rights holder and stakeholder groups identified and engaged

•

Balance of interests in governance of the process

•

Quality of the interpretation process to develop country-specific indicators
Quality of the assessment process to develop a safeguards assessment report

•

Effective participation of rights holders and stakeholders in consultations

•

Quality of the process for revisions to address stakeholder feedback

•

Transparency and accessibility of information

REDD+ SES ten-step process
•

Step 1 - Awareness raising and capacity building

•

Governance| Step 2 - Establish the Facilitation Team

•

Governance |Step 3 - Create the Standards Committee

•

Interpretation | Step 4 - Develop Plan for the REDD+ SES Process

•

Interpretation| Step 5 - Develop Draft Country-specific Indicators

•

Interpretation | Step 6 - Organize Consultations on Indicators

•

Assessment | Step 7 - Prepare Monitoring and Assessment Plans

Review conclusions
Relevant rights holder and stakeholder groups identified and engaged
a) To what extent were all the relevant rights holder and stakeholder groups identified and
given sufficient knowledge of the REDD+ program, safeguards issues, and the safeguards
process to be able to participate effectively?

3
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Strengths
Since 2009, Acre has been discussing a REDD+ program with capacity building and public
consultation, always with a special attention for risks and safeguards. This discussion has been
made with the help of specific methodologies where different public groups were identified and
efforts were made to provide sufficient knowledge to stakeholders for an informed participation.
Public councils, municipalities, Indigenous Peoples, smallholders, rubber tappers, and women’s
organization were involved in the discussions. Public technical staff specialized in working with these
groups were also mobilized.
In this context, the Acre government has clearly adopted an inclusive approach to identify the
relevant rights holders and stakeholders, to reach them and to allow them to have a meaningful
participation in REDD+ safeguards discussions.
Weaknesses
Awareness raising and capacity building with private sector organizations was limited to Asimmanejo
(Acre Logging industry association) that participated in capacity building as a member of CEVA.
Interviews with small producers, as well as the report from the planning workshop of the IMC
Monitoring Unit showed that even with the awareness raising and capacity building, small producers
had difficulties to understand fully what is at stake with safeguards as well as the different steps of
the process.
Although many Indigenous Peoples’ groups participated in the adaptation the REDD+SES principles,
criteria and indicators in Acre, it should be noted that many other Indigenous Peoples groups’ were
not part of this process even though they were invited to participate in workshops and consultation
meetings.
Recommendations
•
•
•

Make more effort to involve private actors and direct beneficiaries from private projects.
Use innovative methodologies and language to help to explain safeguards and technical content
to vulnerable groups including smallholders, rubber tappers and indigenous peoples.
Develop an approach to enable participation of more of Acre’s indigenous peoples groups in
future consultation and governance processes.

Balance of interests in governance of the safeguards process
b) How did the governance (facilitation and decision-making) of the safeguards process ensure
a balance of interests among government and relevant rights holder and stakeholder groups
for all key phases of planning, interpretation and assessment?
4
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Strengths
The REDD+ SES process has been facilitated by a Facilitation Team that prepared documentation
and made decisions in all key phases. CEVA, institutionalized by the SISA law, assumed the role of a
Standards Committee and was responsible for decision making. Besides CEVA’s key role, a specific
Indigenous Working Group was created to ensure that indigenous interests were taken into
consideration. The Indigenous Working Group can decide and propose any project that they may
want to develop in their territories.
CEVA representativeness of women, smallholders, workers and private interests ensured that civil
society rights holders’ and stakeholders’ perspectives all influenced decision-making. The
Indigenous Working Group also added to this representativeness and CEVA has made sure to seek
this group’s opinion and approval for all decisions. In addition, this governance structure allows for a
responsive process.
Weaknesses
According to IMC and CEVA’s own evaluation, they did not yet identify a verifiable and transparent
procedure to ensure effective participation of women in decision-making about activities affecting
their rights to land, territories and resources. CEVA is addressing this in 2015 through the creation of
a Gender Working Group that will advise CEVA and IMC on issues related to gender and women’s
rights. Targeted capacity building workshops are planned in different regions of the State to raise
awareness of gender issues and identify representatives for the working group. This is an example of
a weakness being addressed in order to become a strength.
Recommendations
•

•

Include a local civil society representative, ideally with connections to national processes, in
the Facilitation Team alongside IMC in order to facilitate outreach to local civil society and
also to insert the process into potential national civil society discussions on safeguards. In
2015, WWF is supporting with one person to work with IMC to enhance the implementation
of social and environmental safeguards for SISA. This helps to strengthen the involvement of
CEVA and civil society.
Develop and implement a verifiable process to ensure the full and effective participation of
women in decision-making on activities affecting them.

Quality of the interpretation process to develop country-specific indicators
c) What were the strengths and weaknesses of the interpretation process to develop
comprehensive safeguards indicators, adapting the REDD+ SES indicators to the country
context? Were all changes properly justified and did they maintain the key elements and the
overall intent of the REDD+ SES principles, criteria and indicators?
5
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Strengths
A major strength of the interpretation process to adapt the REDD+ SES indicators to the country
context was the use of a multi-stakeholder process. This ensured that key issues of importance to
stakeholders in Acre are included in the indicators and will be assessed.
The Facilitation team adapted the indicators to the local context, and also simplified the language of
the indicators. The Acre Facilitation team took the initiative to identify the essence of the indicator
and include other important elements as qualifiers to make the indicators easier to understand,
which was later adopted by the REDD+ SES Initiative for the Second Edition.
The changes that were made to the REDD+ SES framework of indicators were justified and, overall,
the resulting indicators are very comprehensive, covering a full range of safeguards issues, and
relevant to the Acre context.
Weaknesses
Some issues such as coherence of the ISA Carbon program with other relevant policies and plans,
including the contribution to sustainable development policies and plans and to strengthen human
rights, are only covered under one indicator.

Quality of the assessment process to develop a safeguards assessment report
What were the strengths and weaknesses of the assessment process? How comprehensive
was the assessment? Was appropriate information collected to provide sufficient evidence
for the analysis? 1
Strengths
The assessment was very detailed and provided information about most of the Acre-specific
indicators that had been developed through an inclusive participatory process with broad support
from stakeholders.
The detailed information is provided in a checklist format that organizes the information and
provides evidence for the performance with respect to each indicator. The information is
summarized in a Summary Self-assessment Report that helps stakeholders to understand the
assessment. In particular, the Summary provides information about the gaps in performance that
can provide the basis for future improvements to address safeguards for the SISA program.

1

These questions were not included in the terms of reference for the REDD+ SES International Review. They have
been included during the drafting of v2.0 of this report to give a more complete appraisal of the quality of the process
followed in Acre.
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Weaknesses
There was no development of a specific Monitoring or Assessment Plan tailored to the current
assessment period.
The Monitoring Plan lacked details on responsibilities for collecting or providing the information. The
entities involved were also not included in the assessment report, so it was not clear if the
information was collected by IMC or by third parties. It would be helpful to include this in the report
because the level of participation in collecting information provides an indication about the credibility
of the report.
A lack of detail in the monitoring plan on specific information to be collected, and methods for
collection (e.g. for collection of primary or secondary data) led to an assessment report that lacks
detailed information to demonstrate the performance during the assessment period. In some cases,
the assessment report does not provide adequate evidence to justify why an indicator is ‘Fulfilled’ or
‘Partially fulfilled’ (see Section 5.8).
In general, the assessment report relies too heavily on statement of laws and does not provide
specific information about progress with respect to the indicator during the assessment.
Recommendations
•
•
•
•

•

Define the scope of the assessment in advance and get approval for the scope from CEVA;
defining what components of the program will be assessed for what time period.
Prepare a version of the Monitoring Plan for the current assessment that specifies which
indicators will be monitored and provides a rationale for why some are excluded.
Include information about who is responsible for collecting or providing different information
in the Monitoring Plan.
Provide more detail in the Monitoring Plan about the specific information to be collected and
the methods for collection in order to be able to provide sufficient information to justify
whether an indicator is ‘Fulfilled’ or ‘Partially fulfilled’.
Ensure that the assessment report provides sufficient information or evidence to justify the
ratings ‘Fulfilled’ or ‘Partially fulfilled’. For example, in addition to information about the
existence of a policy, law or regulation, provide information about whether it is actually
implemented. This is important in order to be able to provide information on how the
safeguards were respected during the assessment period.

Effective participation of rights holders and stakeholders in consultations
d) To what extent did relevant rights holder and stakeholder groups participate effectively in
consultations about the indicators and in review of the Assessment Report and how could
this be improved?
7
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Strengths
The relevant rights holders and stakeholders participated effectively in consultations about the
indicators and the draft assessment report since this was carried out through face to face
consultations (meetings and workshops) and sometimes by email. The workshops were particularly
important for the engagement of Indigenous Peoples and other communities who are not well
informed with electronic communication. The State of Acre provided some logistics to enable an
effective participation.
Weaknesses
The consultation process could have been improved by providing copies of the documents for
consultation to the different stakeholder and rights holder groups in advance in order to have more
effective participation.
There is a REDD+ SES indicator on ensuring that representatives provide information back to people
they represent. However, the timeframe did not provide enough time for communities and
constituencies to provide their input.
Recommendations
•
•

Provide copies of documents to the different rights holder and stakeholder groups in
advance of consultations.
Encourage representatives to provide information back to their constituents, and to seek
their input, and allow sufficient time for this process.

Quality of the process for revisions to address stakeholder feedback
e) How were indicators and the Assessment Report revised based on feedback received from
rights holders and stakeholders?
Strengths
The indicators and the assessment report were revised based on feedback received from rights
holders and stakeholders and this process was seen as positive by the stakeholders. For
consultations on the indicators and also for consultations on the draft assessment report, IMC
organised workshops with different stakeholder groups including small producers, indigenous
peoples, civil society organisations (including social movements) and a combined meeting of the
three State Councils. This process also encouraged some rights holders like the Indigenous Peoples
to produce a “plan of life” for their constituencies.

8
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Weaknesses
While IMC and the stakeholders affirm that comments received were compiled and addressed in the
revised documents, this process was not documented and the comments and responses were not
published.
Recommendations
•

Publish a full compilation of the comments received and how they were addressed in the
revision of the indicators and the assessment report.

Transparency and accessibility of information
f)

How transparent was the process and how was all relevant information (plan and timeline
for developing the country safeguards approach, draft indicators, consultation process,
comments, response to comments, draft assessment, final Assessment Report etc.) made
publicly available and appropriately accessible. To what extent did this enable effective
participation of all relevant rights holder and stakeholder groups?

Strengths
The process followed by Acre to provide information to stakeholder groups and members of the
numerous governance bodies of the program prioritized transparency. There was extensive use of
the IMC website for distribution of information.
There was an attempt in different parts of the process to tailor communications (beyond the website)
to enable effective participation of rights holder and stakeholder groups which do not use the
internet regularly. The State of Acre has an inclusive approach to development and implementation
of public policies and related processes. Therefore, Indigenous Peoples and other communities have
been approached and informed electronically and by workshops.
Weaknesses
At times, the website was not always maintained with current information. It was not clear from
some of the information provided on the website, how stakeholder engagement (via public
comments) was facilitated through the website.
An effective participation and dissemination process is time consuming and expensive to do a proper
job.
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Recommendations
•
•
•
•

Develop a website/push email functionality to allow stakeholders to sign up and receive
automatic updates on the program.
Publish 2014 and 2015 documentation about CEVA and its meetings on IMC website.
Publish and disseminate all future plans related to safeguards assessment and review. This
will provide stakeholders with advance notice of opportunities to participate.
Communicate the project assessment process to project proponents (Private Projects of the
ISA Carbon Program of SISA as specified in the Manual de Monitoramento das Salvaguardas
Socioambientais de REDD+ no SISA). It is also recommended to conduct an assessment of
any conflict, overlap and/or additional requirements when compared to existing international
market standards (unless required by Acre law).

REDD+ SES 10 step process
g) What were the challenges in following the REDD+ SES ten-step process, how did the process
followed vary from the Guidelines for the Use of REDD+ SES at Country Level (November
2012) and how may these variations have affected the quality of the safeguards information
positively or negatively?
It was clear that Acre made a very strong attempt to follow the REDD+ SES Guidelines and apply the
defined process. They have been largely successful in that effort, with only minor variations that are
unlikely to affect the quality of the safeguards information. More significant variations only occurred
in Step 8 Collecting and Assessing Safeguards Information where a lack of detail in the monitoring
plan on specific information to be collected, and methods for collection (e.g. for collection of primary
or secondary data) led to an assessment report that, in several cases, lacks detailed explanation of
performance during the assessment period.
The challenges observed through the International Review process were mainly based on two points
1) Acre was building their regulations for implementation of the SISA law at the same time it was
developing the REDD+ SES process and the government required that these two efforts were
integrated which made it more complex and 2) Acre was the first jurisdiction to move through the
REDD+ SES process and complete a assessment report thus having to forge a new path on each
element.

10

Comment Overview

Navigate to Table of Contents

Lessons Learned
h) What do different stakeholder groups (including government) and the members of the review
team think could be improved in the approach to safeguards for REDD+ in Acre, and what
lessons learned could improve the REDD+ SES guidance and tools for other countries?
This International Review was conducted through a participatory process. The review team learned
from the different stakeholders interviewed in Acre about their views on strengths, weaknesses,
suggestions for improvement and lessons learned. Specific recommendations for Acre are included
under questions a-f above. General lessons learned for other countries and for REDD+ SES Initiative
include:
•

•
•
•

•

•

•
•

•

An iterative, inclusive and participatory process, with adequate time and resources, helps to
develop shared ownership of the results and the process to implement and monitor
safeguards.
A multi-stakeholder process helps to ensure that key issues of importance to stakeholders
are included in the indicators and will be assessed.
It is important to strengthen existing institutions or develop new ones when key stakeholder
groups such as Indigenous Peoples and women are not adequately represented.
It helps the government agency responsible for safeguards to have support from a civil
society organisation ideally with connections to related national processes to facilitate the
safeguards process.
Simplifying the language of the indicators, and using local terms, helps to facilitate the
participation of a wider range of stakeholders, including Indigenous Peoples and local
communities.
It is important to develop an assessment plan that outlines the process and timing for the
development of the assessment report as well as a monitoring plan that identified what
information should be collected, using what methods and by whom, and to tailor them for the
current period.
It is important to give members of the multi-stakeholder committee sufficient time to review
documents before meetings and to consult with their constituents.
Recognising that it may be helpful to adopt a stepwise approach to providing information on
how safeguards are addressed and respected, it may be helpful for the first assessment
report to focus on a gap analysis of existing policies, laws and regulations to address the
safeguards elements in the indicators, with the aim that future assessments will also assess
the extent of their implementation.
It is important to incorporate an additional step in the 10-step process for using REDD + SES
at country level to develop an action plan from the assessment report in order to address the
identified gaps and improve the design and implementation of the REDD + program.
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Abbreviations
ASIMMANEJO
CCBA
CDRF
CDSA
CEF
CEMACT
CEVA
CSO
CUT
EMBRAPA
GT
GTA
IMAFLORA
IMC
ISA
ISC
JNR
PGE
REDD
REDD+

REDD+ SES
SEDENS

SEMA
SISA
UNFCCC
VCS
WWF

Associação das Indústrias de Madeira de Manejo do Estado do Acre (Acre
Logging Industry Association)
Climate, Community & Biodiversity Alliance
Conselho de Desenvolvimento Rural (Rural Development Council)
Companhia de Desenvolvimento de Serviços Ambientais (Company for
Development of Environmental Services)
Conselho Florestal (Forests Council)
Conselho de Meio Ambiente (Environment, Science and Technology Council)
Comissão Estadual de Validação e Acompanhamento (State Commission for
Validation and Monitoring)
Civil Society Organisation
Central Única de Trabalhadores (Union of Workers)
Empresa Brasileira de Pesquisa Agropecuária (Brazilian Agricultural Research
Company)
Grupo de Trabalho (Working Group)
Grupo de Trabalho Amazônico (Amazon Working Group)
Instituto de Manejo e Certificação Florestal e Agrícola (Institute of Forestry and
Agricultural Certification)
Instituto de Mudanças Climáticas e Regulação de Serviços Ambientais (Institute
of Climate Change and Environmental Services Regulation)
Incentivos por Serviços Ambientais (Incentives for Environmental Services)
International Steering Committee
Jurisdictional and Nested REDD
Procuradoria Geral do Estado (State General Public Attorney)
Reducing Emissions from Deforestation and forest Degradation in developing
countries
Reducing Emissions from Deforestation and forest Degradation in developing
countries; and the role of forest conservation, sustainable management of
forests, and enhancement of forest carbon stocks in developing countries
REDD+ Social and Environmental Standards
Secretaria de Estado para o Desenvolvimento da Silvicultura, Indústria, Comércio
e Serviços Sustentáveis (Secretaria of State for Development of Forestry,
Industry, Commerce and Sustainable Services)
Secretaria de Estado de Meio Ambiente (Secretary of State for the Environment)
Sistema de Incentivos por Serviços Ambientais (System of Incentives for
Environmental Services)
United Nations Framework Convention on Climate Change
Verified Carbon Standard
WorldWide Fund for nature

4

Comment Overview

Navigate to Table of Contents

Objectives and scope of the REDD+ SES International Review in Acre
Objectives
REDD+ SES International Review provides a formal review of the full process followed to use REDD+
SES guidance and tools to develop a participatory, transparent and comprehensive country
safeguards approach in relation to governance, interpretation and assessment, in particular the use
of the full ten-step REDD+ SES process defined in the REDD+ SES Guidelines Version 2 (November
2012). This is normally undertaken once the Assessment Report has been published by the country
and a report has been produced of the process used for the assessment (on completion of Step 10).
The REDD+ SES International Review does not assess the content of the country’s Safeguards
Assessment Report (i.e. social and environmental performance versus the principles, criteria and
indicators), but assesses the extent to which the REDD+ SES Guidelines have been followed. The
REDD+ SES Guidelines call for enhanced transparency and a strong country-led, multi-stakeholder
process that is expected to lead to a fair and accurate assessment of social and environmental
performance. The REDD+ SES International Review assesses the extent to which a country can
claim that it is applying REDD+ SES guidance and tools.
This International Review undertaken in Acre had the following objectives:
1. To assess the quality of the process followed to use REDD+ SES guidance and tools with
respect to inclusiveness, transparency, balanced participation of stakeholders,
responsiveness, and relevance to Acre’s context.
2. To assess the extent to which the REDD+ SES Guidelines (2012) have been applied, and
understand the reasons for any significant differences between the actual process and the
process defined in the REDD+ SES Guidelines.
3. To learn from Acre’s activities that have led to outcomes and outcome pathways in using
REDD+ SES to provide constructive feedback to those responsible in Acre, to help the REDD+
SES secretariat to improve REDD+ SES strategy and guidance to assist other countries, and
for reporting to the donor (NORAD).
For logistical and planning reasons, the REDD+ SES Initiative decided in April 2014 to separate the
outcome evaluation for the third objective into a separate study, the methodology and results of
which are provided in an Annex to this report. This document provides recommendations and
lessons learned from the review activities undertaken to address the first and second objectives
above.

Scope and criteria
This review covers the process followed in Acre for the use of REDD+ SES from 2010 to 2015.
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The following questions were addressed by the review:
a) To what extent were all the relevant rights holder and stakeholder groups identified and
given sufficient knowledge of the REDD+ program, safeguards issues, and the safeguards
process to be able to participate effectively?
b) How did the governance (facilitation and decision-making) of the safeguards process ensure
a balance of interests among government and relevant rights holder and stakeholder groups
for all key phases of planning, interpretation and assessment?
c) What were the strengths and weaknesses of the interpretation process to develop
comprehensive safeguards indicators, adapting the REDD+ SES indicators to the country
context? Were all changes properly justified and did they maintain the key elements and the
overall intent of the REDD+ SES principles, criteria and indicators?
d) To what extent did relevant rights-holder and stakeholder groups participate effectively in
consultations about the indicators and in review of the Assessment Report and how could
this be improved?
e) How were indicators and the Assessment Report revised based on feedback received from
rights holders and stakeholders?
f) How transparent was the process and how was all relevant information (plan and timeline for
developing the country safeguards approach, draft indicators, consultation process,
comments, response to comments, draft assessment, final Assessment Report etc.) made
publicly available and appropriately accessible. To what extent did this enable effective
participation of all relevant rights holder and stakeholder groups?
g) What were the challenges in following the REDD+ SES ten-step process, how did the process
followed vary from the Guidelines for the Use of REDD+ SES at Country Level (November
2012) and how may these variations have affected the quality of the safeguards information
positively or negatively?
h) What do different stakeholder groups (including government) and the members of the review
team think could be improved in the approach to safeguards for REDD+ in Acre, and what
lessons learned could improve the REDD+ SES guidance and tools for other countries?
Questions (a) to (f) cover general issues of transparency, participation, responsiveness etc. The
review team decided that an important issue was missing from these questions and added a
question on the quality of the assessment process to develop and assessment report. For each of
the above questions, the review assessed how the issue was addressed in Acre and what were the
strengths and weaknesses of the approach used as well as any recommendations to strengthen the
process in Acre. Question (g) relates to the process followed for the ten steps of the REDD+ SES
Guidelines and the extent of any variations. The review highlights significant differences versus the
REDD+SES Guidelines and how Acre justifies the modifications. Question (h) relates to lessons
learned.
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Context
The REDD+ SES Initiative was started in 2009 to develop voluntary best-practice standards used
through a multi-stakeholder process to support effective implementation and credible reporting on
safeguards for government-led REDD+ programs. REDD+ SES is an initiative of the Climate,
Community & Biodiversity Alliance (CCBA), a partnership of NGOs (CARE, Conservation International,
Rainforest Alliance, The Nature Conservancy and Wildlife Conservation Society). The Initiative is
hosted by CARE and managed by the CCBA secretariat based at Conservation International with
technical support from the Proforest Initiative. The Initiative is overseen by an International Steering
Committee of representatives from governments, multilateral organizations, Indigenous and
Community organizations, social and environmental NGOs and private sector mostly from countries
where REDD+ is implemented.
REDD+ SES guidance and tools were developed through a transparent and inclusive multistakeholder process from 2009. The aim was to create a framework that countries could use on a
voluntary basis to demonstrate high social and environmental performance of a government-led
REDD+ program. The initial focus was on development of principles, criteria and a framework for
indicators that could be adapted to the country context through a country-led multi-stakeholder
process. As the initiative developed, greater emphasis was placed on adoption of good practices for
a transparent, multi-stakeholder process to use the REDD+ SES at country-level published in the
Guidelines for the use of REDD+ SES at country level. The countries, including Acre, that started to
pilot the use of REDD+ SES guidance and tools in 2010 started using the REDD+ SES content and
process while they were undergoing development and revision, and contributed greatly to the
development of REDD+ SES guidance and tools. As other countries have started to use REDD+ SES
guidance and tools, they are using the content and process in different ways, with different levels of
variation from the international REDD+ SES content and process. This is the first REDD+ SES
International Review and is a step towards providing independent review of the quality and level of a
country’s use of REDD+ SES at the request of the country concerned. As such, this exercise should
be seen as an important opportunity for learning to support the further development and
strengthening of Acre’s safeguards information system which has been developed using REDD+ SES
guidance and tools, to disseminate lessons learned to other countries and also to strengthen the
REDD+ SES Initiative guidance and tools, including the methods and process for further REDD+ SES
International Reviews.
Acre is among the first jurisdictions in the world to pilot the use of the REDD+ SES guidance and
tools and the first to have a REDD+ SES International Review performed in 2014. During the piloting
of the REDD+ SES guidance and tools, Acre was starting to implement their state law for the System
of Incentives for Environmental Services (SISA) and developing the ISA Carbon Program under the
SISA. SISA is a set of principles, guidelines, institutions, and instruments that aims to create an
adequate structure for innovative economic development in the 21st Century through the economic
valuation of the environment through incentives for ecosystem services.
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The ISA Carbon Program has been part of SISA implementation since the beginning. ISA Carbon
Program promotes carbon sequestration, stock maintenance and decreases the flux of carbon
through Reducing Emissions from Deforestation and Degradation - REDD. The ISA Carbon Program
leverages institutions created under SISA to provide social and environmental benefits from actions
that promote conservation, preservation and restoration of forests and their services. To ensure that
these social and environmental benefits are achieved in an integrated and sustainable manner, and
to comply with the principles determined by the SISA law, Acre decided to use the REDD+ SES
guidance and tools from 2010 as a means of monitoring the performance of the ISA Carbon Program
and the broader SISA activities with respect to the safeguards principles established by the SISA law
and also the Brazilian social and environmental safeguards on which the SISA safeguards were
based. The REDD+ SES guidance and tools also provide Acre with the basis for a safeguards
information system to show how the UNFCCC Cancun safeguards are addressed and respected, and
to meet the safeguards requirements of potential donors such as the potential future California capand-trade system.
Being the first and not building the ISA Carbon Program as a standalone program, but integrated into
the existing and newly developing SISA policy, required significant development of capacity within the
institutional governance structures of Acre. There was no other jurisdiction to learn from. In addition,
Acre started to use Version 1 of REDD+ SES principles, criteria and indicators framework in 2010.
Experiences from Acre and other early users of REDD+ SES fed into the development of a more
streamlined Version 2 of REDD+ SES principles, criteria and indicators framework released in
September 2012, which adopted several innovations from Acre. The Acre team subsequently
changed their principles and criteria to follow Version 2 of REDD+ SES, which created some
confusion among stakeholders and slowed the process. Furthermore, Acre started using REDD+ SES
before the first Guidelines for the Use of REDD+ SES at Country Level were issued in February 2011,
and had completed a significant part of their REDD+ SES process before Version 2 of the Guidelines
were published in November 2012. This is particularly significant for this review which assesses the
extent to which Acre followed Version 2 of the REDD+ SES Guidelines.
The Acre teams involved in developing the SISA law, defining the ISA Carbon Program and using the
REDD+ SES Guidelines describe the process as a “learning by doing process” and “that the quality
and consistency of team members, was a main component of the program’s success”. From the
review team’s meetings with the people involved in using the REDD+ SES Guidelines, it was clear
that the quality of leadership, level of commitment to achieving outputs, and the pure will to conduct
a REDD+ SES process that trained and engaged a broad group of actors was core to Acre’s
achievement of being the first to be ready for a REDD+ SES International Review.
The Institute of Climate Change (IMC) of the State of Acre is requesting a REDD+ SES International
Review to confirm the quality of the use of REDD+ SES applied to ISA Carbon program under SISA
following the REDD+ SES Guidelines. Acre is simultaneously pursuing validation and verification
against the Jurisdictional and Nested REDD (JNR) requirements of the Verified Carbon Standard
(VCS). The REDD+ SES review will inform the VCS JNR validation and verification. In addition, this
review provides an opportunity to learn from Acre’s experience using REDD+ SES Guidelines, and to
8
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assess the contribution of any modifications that have been made in Acre, such as the development
of an action plan based on the performance assessment, in order to provide constructive feedback
to those responsible in Acre, to improve REDD+ SES guidance and tools, and to assist other
countries.

Indicators for review conclusions
In addition to providing a review of achievements and challenges in using the REDD+ SES guidance
and tools to assist with development of a participatory, transparent and comprehensive country
safeguards approach, the review provides a conclusion on the extent of the country’s use the
REDD+SES Guidelines. This is considered both for the International Review questions (a)-(g) (related
to participation, inclusiveness, responsiveness etc.) and also for the ten steps of the REDD+ SES
process, in one of the following three categories:
Full application of REDD+ SES - Good practices defined in the REDD+ SES Guidelines have
been followed that are expected to provide credible and comprehensive safeguards
information.
Partial application of REDD+ SES - Good practices defined in the REDD+ SES Guidelines
have been followed with some variations that are not expected to greatly affect the quality of
the safeguards information.
REDD+ SES as guidance - Good practices defined in the REDD+ SES Guidelines have been
followed with variations that could affect the quality of the safeguards information.

REDD+ SES International Review Process
Methods
The REDD+ SES International Review was undertaken by a small team composed of three people.
The team members are experts approved by the REDD+ SES International Steering Committee (ISC)
that were selected to include:
• Expertise on relevant social, governance and environmental issues in Brazil, especially those
of particular relevance to Acre’s use of REDD+ SES such as engagement of Indigenous
Peoples and small producers
• Knowledge of the social, economic, environmental and legal context in the Brazilian Amazon
• Experience of using REDD+ SES in another country.
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Team members:
•
•
•
•

Leslie Durschinger, Terra Global Capital, REDD design and finance expert and REDD+ SES
ISC member - Team Leader
Estebancio Castro, Indigenous Peoples expert and REDD+ SES ISC member
Alice Thuault, Instituto Centro de Vida, Brazilian REDD+ safeguards expert
Joanna Durbin of the REDD+ SES secretariat supported the review team as a resource
person. Ricardo Wilson-Grau, an independent consultant experienced in outcome harvesting
led the outcome evaluation in collaboration with Joanna Durbin.

The review team was provided documents for review by the REDD+ SES Secretariat prior to a country
visit to Rio Branco in Acre which was conducted between 28 April and 2 May 2014, where the review
team met with members of the Acre government, stakeholders and beneficiaries of the Acre’s
REDD+ Program. The scope of this review was limited by total days allowed for analysis for the
review team of approximately 30 total person-days and the 5 days for the country visit.
The outcomes were collected through interviews conducted by phone and email by Ricardo WilsonGrau with key informants in Acre and the REDD+ SES Initiative in May to Auguest 2014, and was
complemented by additional interviews undertaken by Joanna Durbin and Aurelie Lhumeau of the
REDD+ SES Secretariat in April and July 2015. The methodology and report of the outcome
evaluation are presented in Annex 3 of this report.

Document review
IMC of the Government of Acre provided a significant number of documents for the team’s review.
These included documents that were part of the public process as well as confidential documents.
In some cases the documents were still in draft form and the review included documents that were
prepared by other organizations. Annex 1 contains a listing of the key documents reviewed by the
team.

Interviews
During the field trip and in follow-up phone interviews the following stakeholders in Acre were
interviewed:
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Stakeholder
Group
1

IMC
(Facilitation
Team)

Who (Acre)
Magaly da Fonseca e Siva Taveira
Medeiros
Mônica Julissa de Los Rios
Giselle Monteiro
Pável Jezek

2

Members of the Francisca Oliveira de Lima Costa
(Organização de Professores Indígenas
Indigenous
do Acre – OPIAC)
Working Group
Lucas Manchineri (Asis Brasil)
Tashka Yawanawa (Associação
Sociocultural Yawanawa)

Action/Topics to Cover
• Introductions
• Presentation of the REDD+ SES
process and its recent updates
• Expectations for the Acre REDD+
SES International Review
• Discussion led by the review
team
• Discussion led by the review
team
• Input provided by stakeholders
on specifics of engagement with
the REDD+ SES process

Marcelo Piedrafita (Assessoria Especial
de Assuntos Indígenas do Gabinete do
Governador – AEAI)
Laura Soriano Yawanawa (IMC)
3

CEVA
(Standards
Commitee)

Joci Aguiar (RAMH/ GTA),
Fátima de Oliveira (Asimmanejo)
Camila Monteiro Braga de Oliveira
(Asimmanejo)
Marta Azevedo (IMC)

4

See Annex 2
Beneficaries
(small
holder
producers)

5

Forest,
See Annex 2
Environment
and
Rural
Development
Councils

6

Project
Developer

• Discussion led by the review
team
• Input provided by stakeholders
on specifics of engagement with
the REDD+ SES process
• Discussion led by the review
team
• Input provided by stakeholders
on specifics of engagement with
the REDD+ SES process
• Discussion led by the review
team
• Input provided by stakeholders
on specifics of engagement with
the REDD+ SES process

Wanderlei Cesário (landowner from the
Purus project)

• Discussion led by the review
team
• Input provided by stakeholders
on specifics of engagement with
the REDD+ SES process
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7

Acre
Environmental
Services
Company
(CDSA)

Alberto Tavares (Dande) (President)

• Discussion led by the review
team
• Input provided by stakeholders
on specifics of engagement with
the REDD+ SES process

At the start of these interviews, participants were given an overview of the purpose for the meeting
and the REDD+ SES International Review objectives and process. The review team then asked a set
of prepared questions based on the perceived involvement of each stakeholder group in the REDD+
SES process. The stakeholders were also asked open ended questions about their involvement in
the ISA Carbon Program and REDD+ SES process. Most meetings were conducted in Portuguese and
English translation was provided for members of the review team who did not understand. The
REDD+ SES secretariat took notes during meetings and some meetings were recorded. A list of
participants in each of the interviews can be found in Annex 2.

Process followed to review and finalize the report
Draft version 1 of this report was produced by the International Review team in August 2014 and
included a list of the additional information and data requested from Acre.
A draft version 2.1 was prepared by the REDD+ SES Secretariat in August 2015 after Acre completed
all ten steps of the REDD+ SES process. Version 2.1 reorganised the presentation of information in
the report to address feedback from the REDD+ SES International Steering Committee meeting in
November 2014, and incorporated new information received from IMC and CEVA in Acre. Version
2.1 was reviewed by IMC, CEVA and the REDD+ SES International Steering Committee. Comments
received were taken into account in the preparation of this final version 2.2. This report remains
confidential until it has been published by the REDD+ SES Initiative.

General
Summary Description of the Jurisdictional REDD+ Program
The State of Acre Sustainable Development Policy considers forested and deforested areas as an
integrated management landscape. The forest is considered a provider of environmental products
and services. Based on this, the State of Acre has developed, since 1999, a set of public policies,
enforcement measures and institutional enhancement, whose results began to be reflected in the
consistent reduction of deforestation rates from 2006. The State further built on its experience and
created the State System of Incentives for Environmental Services - SISA by State Law No 2.308 of
2010. This law aims at establishing, through valorization of environmental services, the necessary
conditions for their preservation, recovery and enhancement. This goal considers the participation of
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all sectors in the implementation of actions and shared and participatory management of this
system.
The SISA was the result of discussions and consultations with various important sectors of society in
order to promote their quality of life in a sustainable manner ensuring the preservation of forest
assets and improving the quality of life of rural populations, as well as increased productivity and
income from their economic activities. The law that established the SISA regulates programs for each
environmental service, among them the Program of Incentives for Environmental Services from
Forest Carbon (Programa de Incentivos a Serviços Ambientais do Carbono Florestal), known as the
‘ISA Carbon Program’. It constitutes the legal framework of a sub-national jurisdictional program for
reducing emissions from deforestation and forest degradation, as well as sustainable forest
management and recovery and increase carbon stocks through sequestration activities by
reforestation - REDD+. In this regulatory framework, the Certified Emissions Reduction (Reduções
Certificadas de Emissões - RCEs) constitute jurisdictional environmental assets that will be used by
the State of Acre, as established in SISA law, on behalf of sustainable development actions.
The main incentives related to this program include: promoting the transition from traditional
livestock and agricultural production systems to more productive ones, reducing the need to expand
the original production area and thus avoiding further deforestation; increasing the economic value
of standing forests, to improve the quality of life of forest-dependent people and increase the
conservation of forests; and, finally, the distribution of benefits from environmental services, based
on the commercialization of carbon credits from avoided deforestation and from carbon
sequestration through forest regeneration and restoration.
The SISA law includes the following guiding principles for the implementation of all activities:
a) Responsible and wise use of natural resources;
b) Recognition and respect for the knowledge and rights of Indigenous Peoples and of
traditional and extractivist2 populations as well as human rights;
c) Identity strengthening and respect for cultural diversity, increased quality of life and
engagement in poverty reduction;
d) Use of economic incentives for the consolidation of a forest-based sustainable
economy;
e) Transparency and social participation in the formulation and execution of public
policies;
f) Fair and equitable distribution of economic and social benefits deriving from
sustainable development public policies.

2

Such as rubber tappers
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Jurisdictional REDD+ Program Location
Because it is an initiative at the jurisdictional scale, the geographic delimitation corresponds to the
territory of the State of Acre, located in the extreme Southwest of the Brazilian Amazon, between
latitudes 07°07'S and 11°08'S and longitudes 66°30'W and 74°00'WGr (Figure 1). According to
the Brazilian Institute of Geography and Statistics (Instituto Brasileiro de Geografia e Estatística IBGE), its official land area is 164,221 km2 (16,422,136 ha) corresponding to 4% of the Brazilian
Amazon area and 1.9% of the national territory. Its length is 445 km in north-south direction and 809
km across its east-west axis. The State has international borders with Peru and Bolivia, and with the
national states of Amazonas and Rondônia.

Figure 1. Location of the program area (State of Acre) in relation to Brazil and the world

Jurisdictional Entities and Stakeholder Groups Involved in the Jurisdictional REDD+
Program
The figure below provides an overview of the entities involved in the governance of the social and
environmental monitoring and the use of REDD+ SES in Acre.
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Organizations
AAI

Assessor Especial para Assuntos Indígenas - Gabinete do Governador (Special
Advisor on Indigenous Issues – Office of the Governor

ASIMMANEJO

Associação das Indústrias de Madeira de Manejo do Estado do Acre (Acre Logging
Industry Association)

CDRF

Conselho de Desenvolvimento Rural (Rural Development Council)

CDSA

Companhia de Desenvolvimento de Serviços Ambientais (Company for
Development of Environmental Services)

CEF

Conselho Florestal (Forests Council)

CEVA

Comissão Estadual de Validação e Acompanhamento (State Commission for
Validation and Monitoring)

CPI

Comissão Pró-Índio do Acre (Pro-Indigenous Commission of Acre)

CUT

Central Única de Trabalhadores (Union of Workers)

EMBRAPA

Empresa Brasileira de Pesquisa Agropecuária (Brazilian Agricultural Research
Company)

FUNAI

Fundação Nacional do Índio (National Indigenous Foundation)

GT

Grupo de Trabalho (Working Group)

GTA

Grupo de Trabalho Amazônico (Amazon Working Group)
15
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IMC

Instituto de Mudanças Climáticas e Regulação de Serviços Ambientais (Institute of
Climate Change and Environmental Services Regulation)

PGE

Procuradoria Geral do Estado (State General Public Attorney)

SEMA

Secretaria de Estado de Meio Ambiente (Secretary of State for the Environment)

WWF

WorldWide Fund for nature

Jurisdictional program proponents (SEDENS and CDSA)
Under SISA, the State Government through the State Secretariat for the Development of Forestry,
Industry, Commerce and Sustainable Services (Secretaria de Estado de Desenvolvimento Florestal,
da Indústria, do Comércio e dos Serviços Sustentáveis - SEDENS) assumes the role of REDD+
Program Proponent, responsible for the preparation, implementation, operation and maintenance of
the program and the assets generated by it, and for the equitable distribution of the benefits among
the providers of environmental services and beneficiaries of the system. These are the entities that
operate the REDD+ SES Program.
The Environmental Services Development Company (Companhia de Desenvolvimento de Serviços
Ambientais - CDSA), created with the mandate to generate and dispose of assets resulting from
ecosystem services and products originated from programs, sub-programs, plans and projects under
the SISA, is the authorized representative of SEDENS to request registration of assets generated
under this program. According to Law No 2.728 of August 21, 2013, the Executive Branch is
authorized to transfer certified carbon emission reductions to the CDSA. Once the assets are owned
by the CDSA, it will have the same responsibilities as the Program Proponent.
Facilitation team (IMC)
The Institute for Climate Change (IMC), as government regulatory authority of SISA, is responsible for
monitoring the emission reductions of the program and to ensure and monitor compliance with
social and environmental safeguards governing the SISA. As such, IMC is the government agency
responsible for the use of REDD+ SES.
During 2010 to 2012, the Facilitation Team for the use of the REDD+ SES guidance and tools was
composed of IMC and CARE Brazil, who provided technical assistance to IMC. Subsequently IMC
alone has ensured the facilitation.
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Standards committee (CEVA)
To ensure public participation in the policy of incentives for environmental services the State
Commission for Validation and Monitoring (CEVA) was created under SISA, established by Decree No.
4.300 of July 18, 2012. The Commission is composed of eight institutions, four representatives of
the Government - Brazilian Agricultural Research Corporation (EMBRAPA), Institute for Climate
Change and Environmental Services Regulation (IMCI), the State Attorney General (PGE) and
Secretary of State for the Environment (SEMA), and four representatives of organized civil society Association of Industries of Timber from Forest Management of The State of Acre (ASIMMANEJO),
Central Labor Union (CUT), Amazonia Working Group Network (GTA) and World Wide Fund for Nature
in Brazil (WWF Brazil). The civil society members of CEVA are elected for a two year term by the three
Councils that provide a joint civil society and government platform to oversee the development of
environmental policies in Acre: the Environment, Science and Technology Council, the Forest Council
and the Rural Development Council (see 3.3.5). The Government members of CEVA are appointed
by the Government of Acre. CEVA reports to the Councils.
CEVA functions as the country-level Standards Committee for the use of REDD+ SES guidance and
tools. The responsibilities of CEVA are to:
•
•
•
•
•
•
•

Ensure transparency and social control of programs, subprograms, action plans and special
projects of SISA;
Analyze and approve proposed rules of SISA proposed by IMC;
Provide input on the terms of reference for hiring independent external audit and define,
together with IMC, the minimum requirements for approval;
Provide recommendations for the continuous improvement of SISA;
Prepare and submit annual reports of its activities to the Group of Councils;
Request information and documents related to the planning, management and
implementation of programs, subprograms and projects linked to the system;
Perform the role of local Standards Committee for the use of REDD+ Social and
Environmental Standards.

Indigenous Working Group
Unofficially during the first months of 2011, and officially on 20 August 2012, CEVA created an
Indigenous Working Group as a sub group to provide a mechanism to give Indigenous Peoples a
voice on the social control of SISA. The Indigenous Working Group works to establish basic
guidelines for preparing the Indigenous Sub-program of SISA and is now composed of eleven
entities:
•
•
•
•

Institute for Climate Change and Environmental Regulatory Services - IMC ;
Special Advisor on Indigenous Affairs - Office of the Governor - AEAI ;
Sociocultural Association Yawanawá - ASCY ;
National Indian Foundation in Acre ;
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•
•
•
•
•
•
•

Association of Indigenous Agroforestry Agents Acre Movement - AMAIAC ;
Pro-Indian Commission of Acre ;
Representative of the NGO Forest Trends ;
Organization of Indigenous Teachers of Acre - OPIAC ;
Association of Indigenous People of the River Humaita - ASPIRH ;
Association Ashaninka of the River Ammonia - APITWXA ;
Association - Arara Igarapé Humaita

State Councils (CEF, CEMAT, and CDRF)
There are three Deliberative State Councils which include:
1) Conselho Florestal CEF (Forests Council)
2) Conselho de Meio Ambiente CEMACT (Environment, Science and Technology Council);
3) Conselho de Desenvolvimento Rural CDRF (Rural Development Council)
The three Councils are composed of representatives from all sectors of society in Acre. One of the
most important initiatives within the last few years was the proposal of joint meetings and
resolutions about fundamental environmental issues, promoted by the three relevant State Councils:
the Environment, Science and Technology Council; the Forest Council; and the Sustainable Rural
Development Council. The SISA law that institutionalizes these joint meetings effectively creates a
‘Group of Councils’ for the joint deliberation of issues related to their jurisdictions. The Group of
Councils, therefore, has the task of appointing, removing, and replacing members of civil society that
comprise CEVA and to proceed with an annual analysis of CEVA’s activities, with the right to request
information and documents related to the planning, management, and execution of SISA’s programs
and projects. This guarantees that CEVA is attached to broader, already existing processes of social
participation, and avoids the creation of a new institution that is disconnected from the political
actions of active social actors in the environmental sector.
Other stakeholders
The entities described in 3.3.1-3.3.6 provide the formal channels for stakeholder participation in the
governance of the use of REDD+ SES in Acre. During the process, targeted consultations were also
held with representatives from the following key stakeholder groups:
•
•
•

Small producers – including farmers and rubber tappers (extractivists)
Indigenous Peoples
Women

18

Comment Overview

Navigate to Table of Contents

Start Date for use of REDD+ SES guidance and tools and other relevant dates
Acre started to use the REDD+ SES guidance and tools in July 2010.
The beginning of the REDD+ (ISA Carbon) program stems from the actions and policies for
deforestation prevention and control with investments over a considerable period of time - until the
results can be seen as a reduction in deforestation rates from 2006. Therefore, the REDD+ program
start date is the year 2006, when the significant and consistent reduction of deforestation started.

REDD+ SES International Review findings
General observations related to the context
Brazilian Context
The state of Acre, with its “government of the forest”, has pioneered forest governance in the
Amazon. Since 1998, Acre has been testing several environmental management instruments, such
as, for instance, the economic and social zoning plan initiated in 1999, the indigenous management
plan implemented since 2004, or the SISA program. Several of those instruments were later adopted
at the national level and replicated in other states.
In the same way, the ISA carbon program is the first jurisdictional REDD+ program to be created in
Brazil. Amazonas or Minas Gerais already had environmental services programs for specific
resources or territories, but no other Brazilian state succeeded until now in creating and
implementing REDD+ incentives.
Acre’s leadership in forest conservation can surely be explained by years of political continuity and a
strong coherency in public policy. This allowed for more capacity and expertise for the government
agencies and for civil society and may explain the strong engagement of Acre public and private
actors to make REDD+ incentives happen with the relevant safeguards.
Nevertheless, as with most public policies developed in the Amazon, the SISA carbon program has to
deal with huge barriers to reach people. On the ground, the lack of sustainable opportunities to
reduce deforestation drivers is still a challenge.
Safeguards discussions in Acre are shaped by these same Amazon difficulties: obstacles in terms of
capacity building makes highly conceptual discussions on safeguards difficult to translate in simpler
languages and actors have to overcome logistical challenges in order to ensure participation.
With a clear identification of these barriers, discussions on safeguards in Acre are strongly oriented
to address them. For that, REDD+ SES seems to have provided useful guidance and occasioned
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relevant discussions. Following the same innovative pattern, Acre experience is building a new path
that has potential to inform other context with useful insights.
Indigenous Context
The Acre-specific indicators recognize that under both national and international law, indigenous
peoples have the rights to determine what REDD+ activities can be implemented in their territories
and it is taken note that indigenous peoples are key rights holders in this process.
IMC reports, documents, website and interviews indicate a number of events where representatives
of the State of Acre met with the representatives of indigenous peoples. It seems that most of these
meetings consisted principally of IMC representatives informing indigenous representatives about
the REDD+ SES process. The REDD+ SES process includes activities during the start-up phase to
further clarify stakeholders’ participation in the process, identifying indigenous peoples as key
participants in the process, communications and some degree of decision-making activities.
Despite these positive aspects, indigenous peoples’ representatives have expressed that they are
dissatisfied with the State of Acre’s effort to involve them in the REDD+ SES activities. Some of their
concerns include the following: they have met with the authorities of some indigenous communities,
but not others; even though an Indigenous Working Group has been created, there is no indication to
include indigenous peoples in CEVA or in the group of councils or other inter-institutional decisionmaking bodies.
In conclusion, the REDD+ SES process gives substantial attention to involving non-governmental
stakeholders in their activities. The focus of the activities is more on informing the stakeholders and
obtaining information from them than achieving their full and effective participation. The State of
Acre and the REDD+SES recognizes the rights of indigenous peoples. IMC has started positively with
indigenous representatives and they have committed themselves to indigenous peoples’
involvement and support in future activities.

Review conclusions
Relevant rights holder and stakeholder groups identified and engaged
a) To what extent were all the relevant rights holder and stakeholder groups identified and
given sufficient knowledge of the REDD+ program, safeguards issues, and the safeguards
process to be able to participate effectively?
Strengths
Since 2009, Acre has been discussing a REDD+ program with capacity building and public
consultation, always with a special attention for risks and safeguards. This discussion has been
made with the help of specific methodologies where different public groups were identified and
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efforts were made to provide sufficient knowledge to stakeholders for an informed participation.
Public councils, municipalities, Indigenous Peoples, smallholders, rubber tappers, and women’s
organization were involved in the discussions. Public technical staff specialized in working with these
groups were also mobilized.
In this context, the Acre government has clearly adopted an inclusive approach to identify the
relevant rights holders and stakeholders, to reach them and to allow them to have a meaningful
participation in REDD+ safeguards discussions.
Weaknesses
Awareness raising and capacity building with private sector organizations was limited to Asimmanejo
(Acre Logging industry association) that participated in capacity building as a member of CEVA.
Interviews with small producers, as well as the report from the planning workshop of the IMC
Monitoring Unit showed that even with the awareness raising and capacity building, small producers
had difficulties to understand fully what is at stake with safeguards as well as the different steps of
the process.
Although many Indigenous Peoples’ groups participated in the adaptation the REDD+SES principles,
criteria and indicators in Acre, it should be noted that many other Indigenous Peoples groups’ were
not part of this process even though they were invited to participate in workshops and consultation
meetings.
Recommendations
•
•
•

Make more effort to involve private actors and direct beneficiaries from private projects.
Use innovative methodologies and language to help to explain safeguards and technical content
to vulnerable groups including smallholders, rubber tappers and indigenous peoples.
Develop an approach to enable participation of more of Acre’s indigenous peoples groups in
future consultation and governance processes.

Balance of interests in governance of the safeguards process
b) How did the governance (facilitation and decision-making) of the safeguards process ensure
a balance of interests among government and relevant rights holder and stakeholder groups
for all key phases of planning, interpretation and assessment?
Strengths
The REDD+ SES process has been facilitated by a Facilitation Team that prepared documentation
and made decisions in all key phases. CEVA, institutionalized by the SISA law, assumed the role of a
Standards Committee and was responsible for decision making. Besides CEVA’s key role, a specific
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Indigenous Working Group was created to ensure that indigenous interests were taken into
consideration. The Indigenous Peoples working group can decide and propose any project that they
may want to develop in their territories.
CEVA representativeness of women, smallholders, workers and private interests ensured that civil
society rights holders’ and stakeholders’ perspectives all influenced decision-making. The
Indigenous Working Group also added to this representativeness and CEVA has made sure to seek
this group’s opinion and approval for all decisions. In addition, this governance structure allows for a
responsive process.
Weaknesses
According to IMC and CEVA’s own evaluation, they did not yet identify a verifiable and transparent
procedure to ensure effective participation of women in decision-making about activities affecting
their rights to land, territories and resources. CEVA is addressing this in 2015 through the creation of
a Gender Working Group that will advise CEVA and IMC on issues related to gender and women’s
rights. Targeted capacity building workshops are planned in different regions of the State to raise
awareness of gender issues and identify representatives for the working group. This is an example of
a weakness being addressed in order to become a strength.
Recommendations
•

•

Include a local civil society representative, ideally with connections to national processes, in
the Facilitation Team alongside IMC in order to facilitate outreach to local civil society and
also to insert the process into potential national civil society discussions on safeguards. In
2015, WWF is supporting with one person to work with IMC to enhance the implementation
of social and environmental safeguards for SISA. This helps to strengthen the involvement of
CEVA and civil society.
Develop and implement a verifiable process to ensure the full and effective participation of
women in decision-making on activities affecting them.

Quality of the interpretation process to develop country-specific indicators
c) What were the strengths and weaknesses of the interpretation process to develop
comprehensive safeguards indicators, adapting the REDD+ SES indicators to the country
context? Were all changes properly justified and did they maintain the key elements and the
overall intent of the REDD+ SES principles, criteria and indicators?
Strengths
A major strength of the interpretation process to adapt the REDD+ SES indicators to the country
context was the use of a multi-stakeholder process. This ensured that key issues of importance to
stakeholders in Acre are included in the indicators and will be assessed.
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The Facilitation team adapted the indicators to the local context, and also simplified the language of
the indicators. The Acre Facilitation team took the initiative to identify the essence of the indicator
and include other important elements as qualifiers to make the indicators easier to understand,
which was later adopted by the REDD+ SES Initiative for the Second Edition.
The changes that were made to the REDD+ SES framework of indicators were justified and, overall,
the resulting indicators are very comprehensive, covering a full range of safeguards issues, and
relevant to the Acre context.
Weaknesses
Some issues such as coherence of the ISA Carbon program with other relevant policies and plans,
including the contribution to sustainable development policies and plans and to strengthen human
rights, are only covered under one indicator.

Quality of the assessment process to develop a safeguards assessment report
What were the strengths and weaknesses of the assessment process? How comprehensive
was the assessment? Was appropriate information collected to provide sufficient evidence
for the analysis? 3
Strengths
The assessment was very detailed and provided information about most of the Acre-specific
indicators that had been developed through an inclusive participatory process with broad support
from stakeholders.
The detailed information is provided in a checklist format that organizes the information and
provides evidence for the performance with respect to each indicator. The information is
summarized in a Summary Self-assessment Report that helps stakeholders to understand the
assessment. In particular, the Summary provides information about the gaps in performance that
can provide the basis for future improvements to address safeguards for the SISA program.
Weaknesses
There was no development of a specific Monitoring or Assessment Plan tailored to the current
assessment period.

3

These questions were not included in the terms of reference for the REDD+ SES International Review. They have
been included during the drafting of v2.0 of this report to give a more complete appraisal of the quality of the process
followed in Acre.
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The Monitoring Plan lacked details on responsibilities for collecting or providing the information. The
entities involved were also not included in the assessment report, so it was not clear if the
information was collected by IMC or by third parties. It would be helpful to include this in the report
because the level of participation in collecting information provides an indication about the credibility
of the report.
A lack of detail in the monitoring plan on specific information to be collected, and methods for
collection (e.g. for collection of primary or secondary data) led to an assessment report that lacks
detailed information to demonstrate the performance during the assessment period. In some cases,
the assessment report does not provide adequate evidence to justify why an indicator is ‘Fulfilled’ or
‘Partially fulfilled’ (see Section 5.8).
In general, the assessment report relies too heavily on statement of laws and does not provide
specific information about progress with respect to the indicator during the assessment.
Recommendations
•
•
•
•

•

Define the scope of the assessment in advance and get approval for the scope from CEVA;
defining what components of the program will be assessed for what time period.
Prepare a version of the Monitoring Plan for the current assessment that specifies which
indicators will be monitored and provides a rationale for why some are excluded.
Include information about who is responsible for collecting or providing different information
in the Monitoring Plan.
Provide more detail in the Monitoring Plan about the specific information to be collected and
the methods for collection in order to be able to provide sufficient information to justify
whether an indicator is ‘Fulfilled’ or ‘Partially fulfilled’.
Ensure that the assessment report provides sufficient information or evidence to justify the
ratings ‘Fulfilled’ or ‘Partially fulfilled’. For example, in addition to information about the
existence of a policy, law or regulation, provide information about whether it is actually
implemented. This is important in order to be able to provide information on how the
safeguards were respected during the assessment period.

Effective participation of rights holders and stakeholders in consultations
d) To what extent did relevant rights holder and stakeholder groups participate effectively in
consultations about the indicators and in review of the Assessment Report and how could
this be improved?
Strengths
The relevant rights holders and stakeholders participated effectively in consultations about the
indicators and the draft assessment report since this was carried out through face to face
consultations (meetings and workshops) and sometimes by email. The workshops were particularly
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important for the engagement of Indigenous Peoples and other communities who are not well
informed with electronic communication. The State of Acre provided some logistics to enable an
effective participation.
Weaknesses
The consultation process could have been improved by providing copies of the documents for
consultation to the different stakeholder and rights holder groups in advance in order to have more
effective participation.
There is a REDD+ SES indicator on ensuring that representatives provide information back to people
they represent. However, the timeframe did not provide enough time for communities and
constituencies to provide their input.
Recommendations
•
•

Provide copies of documents to the different rights holder and stakeholder groups in
advance of consultations.
Encourage representatives to provide information back to their constituents, and to seek
their input, and allow sufficient time for this process.

Quality of the process for revisions to address stakeholder feedback
e) How were indicators and the Assessment Report revised based on feedback received from
rights holders and stakeholders?
Strengths
The indicators and the assessment report were revised based on feedback received from rights
holders and stakeholders and this process was seen as positive by the stakeholders. For
consultations on the indicators and also for consultations on the draft assessment report, IMC
organised workshops with different stakeholder groups including small producers, indigenous
peoples, civil society organisations (including social movements) and a combined meeting of the
three State Councils. This process also encouraged some rights holders like the Indigenous Peoples
to produce a “plan of life” for their constituencies.
Weaknesses
While IMC and the stakeholders affirm that comments received were compiled and addressed in the
revised documents, this process was not documented and the comments and responses were not
published.
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Recommendations
•

Publish a full compilation of the comments received and how they were addressed in the
revision of the indicators and the assessment report.

Transparency and accessibility of information
f)

How transparent was the process and how was all relevant information (plan and timeline
for developing the country safeguards approach, draft indicators, consultation process,
comments, response to comments, draft assessment, final Assessment Report etc.) made
publicly available and appropriately accessible. To what extent did this enable effective
participation of all relevant rights holder and stakeholder groups?

Strengths
The process followed by Acre to provide information to stakeholder groups and members of the
numerous governance bodies of the program prioritized transparency. There was extensive use of
the IMC website for distribution of information.
There was an attempt in different parts of the process to tailor communications (beyond the website)
to enable effective participation of rights holder and stakeholder groups which do not use the
internet regularly. The State of Acre has an inclusive approach to development and implementation
of public policies and related processes. Therefore, Indigenous Peoples and other communities have
been approached and informed electronically and by workshops.
Weaknesses
At times, the website was not always maintained with current information. It was not clear from
some of the information provided on the website, how stakeholder engagement (via public
comments) was facilitated through the website.
An effective participation and dissemination process is time consuming and expensive to do a proper
job.
Recommendations
•
•
•
•

Develop a website/push email functionality to allow stakeholders to sign up and receive
automatic updates on the program.
Publish 2014 and 2015 documentation about CEVA and its meetings on IMC website.
Publish and disseminate all future plans related to safeguards assessment and review. This
will provide stakeholders with advance notice of opportunities to participate.
Communicate the project assessment process to project proponents (Private Projects of the
ISA Carbon Program of SISA as specified in the Manual de Monitoramento das Salvaguardas
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Socioambientais de REDD+ no SISA). It is also recommended to conduct an assessment of
any conflict, overlap and/or additional requirements when compared to existing international
market standards (unless required by Acre law).

Variations applying the REDD+ SES 10 step process
g) How did the process followed vary from the Guidelines for the Use of REDD+ SES at Country
Level (November 2012) and how did these variations affect the quality of the process
positively or negatively? What were the challenges in following the REDD+ SES ten-step
process?
It was clear that Acre made a very strong attempt to follow the REDD+ SES Guidelines and apply the
defined process. They have been largely successful in that effort, and the areas cited for
improvement are mostly related to how to improve processes that were ‘partially applied’ and how to
bring the monitoring plan used for the assessment report up to a standard that would provide the
required evidence, data and information on whether Acre fulfilled the indicators.
The challenges observed through the International Review process were mainly based on two points
1) Acre was building their regulations for implementation of the SISA law at the same time it was
developing the REDD+ SES process and the government required that these two efforts were
integrated which made it more complex and 2) Acre was the first jurisdiction to move through the
REDD+ SES process and complete a assessment report thus having to forge a new path on each
element.
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Awareness Raising and Capacity Building - Step 1
The REDD+ SES Guidelines (1.2.1) require that the relevant rights holders and stakeholders for the
social and environmental aspects of REDD+ are included in the awareness raising and capacity
building, including representatives of relevant government agencies, civil society organizations
including Indigenous Peoples’ organizations, community-based organizations and women’s
organizations, private sector and other relevant stakeholders.
In Acre, awareness raising and capacity building on social and environmental aspects of REDD+ has
been conducted throughout the process of interpretation of REDD+SES indicators. According to IMC,
presentations and documentation, 6 workshops and 6 meetings were organized (see Table 1) for
awareness raising and capacity building.

Table 1. Awareness Raising and Capacity Building Meetings with Stakeholders
Date
1. June/
July
2011
2. June/
July
2011
3. June/
July
2011

Type of meeting

Public

Meeting

Government
representatives

Meeting

CSOs

Meeting

CSOs

Issue covered
REDD+ SES
standards and
interpretation
process for Acre

Information
source
https://www.dro
pbox.com/s/xtt5
w7zrxew5gkv/Si
stematizacao_Fi
nal_Workshop_d
e_Planejamento
_CEVA%20July%
202012.doc
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4. August
5th, 2011

Workshop to test
methodology

48 Agro-ecology
students

5. August
17-19,
2011

Workshop: Public
consultation on
indicators v1.0

25 smallholders
and rubber
tappers

6. Septemb
er 14,
2011
7. Septemb
er 15,
2011
8. Septemb
er 16,
2011
9. Septemb
er 2123, 2011

Meeting before
consultation

CSOs (from the 3
councils)

Meeting before
consultation

Government
agencies (from
the 3 councils)
Acre
Municipalities

safeguards and
indicators

Workshop: Public
consultation on
indicators v1.0

26 Indigenous
Leaders

10 March
15-16,
2012
11 March
27-30,
2012

Workshop about
Acre Indicators

CEVA

Environmental
services, climate
change,
compensation
mechanisms,
safeguards and
indicators
?

Action - workshop
on Gender, Forest
and REDD+ with
technical support of
Women’s
Environment and
Development
Organization
(WEDO)

Several
organizations
representing
women interests

Meeting before
consultation

Environmental
services, climate
change,
compensation
mechanisms,
safeguards and
indicators
Environmental
services, climate
change,
compensation
mechanisms,
safeguards and
indicators
safeguards and
indicators

https://www.dro
pbox.com/s/oac
o6g2khrdu46c/R
elatorio_Consult
a_Publica_Indica
dores_Acrianos_
9a_Versao_270212_Contribuicoe
s_Giselle.doc

safeguards and
indicators

Acre REDD + SES
indicators,
Challenges and
opportunities for
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12 Jan 27,
2012

Seminar with Forest
Trends on social
and environmental
safeguards

CEVA and
members of the
College of
Councils

Acre REDD + SES
indicators, national
and state context

13 January
30th to
February
4th, 2012

Workshop

58 indigenous
representatives

SISA, Environmental
services, REDD+,
indigenous rights
and FPIC, Social and
environmental
safeguards,
indigenous activities

14 March
12th,
2013

Workshop (Forest
trends/ CPI)

Indigenous
leaders
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Workshop (Forest
trends/ CPI)

Indigenous
people from the
Ashaninka do Rio
Amônia
Community

Environmental
services and social
and environmental
safeguards for
REDD+
Environmental
services and social
and environmental
safeguards for
REDD+

http://www.imc.
ac.gov.br/wps/w
cm/connect/53d
e810040d21ee
1aca3fe9f690f3
b4c/27.01.2012
++Mem%C3%B3ri
a+semin%C3%A
1rio+com+a+CE
VA.pdf?MOD=AJP
ERES
http://imc.ac.gov
.br/wps/wcm/co
nnect/adc26100
41f5bb758d0ea
f71c3a11451/M
emoria+Oficina+I
ndigena+Fev+20
12.pdf?MOD=AJ
PERES
http://communit
y.foresttrends.org/works
hops/?id=785
http://communit
y.foresttrends.org/works
hops/?id=881

Government agencies from the Deliberative State Councils as well as municipalities’ representatives
were included in awareness raising and capacity building through specific meetings before the
consultation phase in September 2011.
From June 2011 to September 2013, several types of civil society organizations (CSOs) were
included in awareness raising and capacity building. Meetings and workshops were held separately
for rubber tappers and smallholders, indigenous peoples, women’s organizations and CSOs from
CEVA.
Awareness raising and capacity building with private sector organizations was limited to Asimmanejo
(Acre Logging industry association) that participated in capacity building of the members of CEVA.
No significant variations from REDD+ SES Guidelines
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Governance | Establish the Facilitation Team - STEP 2
The REDD+ SES Guidelines (2.2.1) specify that a Facilitation Team composed of governmental and
non-governmental technical experts is established to facilitate the process of interpreting and
applying the standards in each country. The Facilitation Team acts as a secretariat, playing a support
role to the decision-making Standards Committee.
A Facilitation Team for safeguards was established in 2009. The facilitation team was first
composed of a representative of the State Environment Agency (SEMA), Monica Julissa, and a
consultant with civil society background and connections, Luis Meneses. A representative of CARE
Brasil (Ayri Rando) joined the team in July 2010 with support from the Moore and Ford Foundations.
With IMC creation in 2011, the team was composed by 2 representatives of IMC (Monica Julissa and
Giselle Monteiro, working respectively 10% and 50% on this agenda) and 2 representatives from
CARE Brazil (Ayri Rando and James Allen working respectively 100% and 10% on this agenda). CARE
Brazil was the civil society component of the team until March 2013, even if this organization had no
local office. Since March 2013, IMC has been facilitating the process alone with support from CEVA
but no official civil society facilitation team partner.
The Facilitation Team has been acting effectively as a secretariat for the whole process of
interpretation and monitoring of REDD+ SES indicators and has supported CEVA in this process.
The responsibilities of the facilitation team include (from REDD+ SES Guidelines 2.2.2)
•
•
•

•

•
•

Organize meetings of the country-level Standards Committee and ensure record keeping,
minute taking and circulation of papers to the committee members.
Organize consultations with stakeholders and public comment periods and compile
comments received.
Prepare drafts of the country-specific indicators and responses to comments received during
stakeholder consultations, with support of relevant stakeholders and/or experts, for review,
discussion and approval by the country-level Standards Committee.
Organize the implementation of the assessment process, including collecting and analyzing
information on social and environmental performance of the REDD+ program, and preparing
drafts of a report of performance against the standards for review by stakeholders and
approval by the country-level Standards Committee.
Ensure coordination with other relevant processes and safeguard mechanisms.
Learn from and contribute to the development of good practice for the use of the REDD+ SES
through the participation of at least one member of the Facilitation Team in all international
exchange and learning events of the REDD+ SES initiative.

CEVA’s meetings records were kept by the Facilitation Team and published on the IMC website until
the end of 2013. Besides CEVA meetings, the Facilitation Team also ensured record keeping from
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meetings with stakeholders, workshops and consultations in the interpretation and assessment
steps. The Facilitation Team organized a public consultation with stakeholders from July to
September 2011. The report of the consultations explaining what comments has been received is
not complete, and the annex with compilation of comments is lacking.
Acre Facilitation Team began the work on country specific indicators in October 2010. From then, the
Facilitation Team produced 5 different versions of the Acre indicators. According to the IMC
presentation, the Facilitation Team provided responses to comments. Nevertheless, we did not have
access to the record of these responses.
In April 2014, IMC produced a first version of a Self-assessment Report on the compliance of the ISA
program with the social and environmental safeguards for REDD+. The report was based on the Acre
criteria and indicators and used several data on social and environmental performance of the ISA
program (see Section 5.8 for more detail).
Luis Meneses’ consultancy allowed a deep coordination between Acre social and environmental
indicators and the Brazilian social and environmental principles and criteria since he worked as a
facilitator for the consultations on SISA and also on the Brazilian social and environmental principles
and criteria in 2009 and 2010, and then on drafting the Acre indicators later in 2010. In the
following years, the Facilitation Team succeeded in maintaining this connection by registering SISA in
the REDD+ Observatory (http://www.observatoriodoredd.org.br/portal/projeto.php?projeto=49)
which, at the time, monitored how REDD+ projects and programs actually implement the social and
environmental principles. The Facilitation Team has also been participating in several REDD+ fora
such as the Governor’s Climate and Forest taskforce (GCF) or the CIFOR research project on social
impacts of REDD+.
Nevertheless, there was no coordination with federal government work on REDD+ safeguards. The
Facilitation Team was not invited to take part in the national workshop on safeguards organized by
the federal government in 2011. Neither was the Facilitation Team invited to participate in the
safeguards working group organized in 2012 and 2013 by the federal government.
All 8 international exchange and learning events of the REDD+SES initiative to date had the
participation of at least one member of Acre Facilitation Team.
Minor variations from REDD+ SES Guidelines unlikely to significantly affect the quality of the
safeguards assessment
•

Since March 2013, IMC has been acting as the Facilitation Team without the direct support
of a civil society partner (REDD+ SES Guidelines 2.2.1). This has not compromised the
quality of the process, since the civil society members of CEVA play a strong support role for
IMC to facilitate civil society engagement in the process. However, it does mean that the
process has slowed down, in part because of heavy reliance on time and resources from
government. In 2015, WWF is supporting one person to work with IMC to enhance
32

Comment Overview

Navigate to Table of Contents

•

implementation and assessment of social and environmental safeguards for SISA. This is
helping to strengthen the involvement of CEVA and civil society.
In some cases reports and information are lacking, for example reports of CEVA meetings
from 2014 and the compilation of comments and responses to comments are not published
on the IMC website (REDD+ SES Guidelines 2.2.2). The International Review team
understands from explanations by IMC that the facilitation occurred but the reports and
documents that provide confirmation have not been published.

Governance | Create the Standards Committee - STEP 3
The role of this committee is to oversee and support the use of REDD+ SES in the country. The
responsibilities of the committee include (from REDD+ SES Guidelines 3.2.2):
•

•
•
•

•

•

Oversee the use of REDD+ SES, including interpretation and assessment, in the country in
question, assisting and guiding the Facilitation Team and ensuring that the REDD+ SES
content and process in the country are effectively adapted to the country context following
these Guidelines.
Provide guidance and assist the Facilitation Team to ensure effective participation of
relevant stakeholder groups in the interpretation and application of the REDD+ SES.
Review and approve the plans for the use of REDD+SES that are prepared for the
interpretation and the assessment phases (Steps 4 and 7).
Review and approve draft versions of the country-specific indicators prepared for public
comment, and the final version, ensuring that the indicators are appropriate and sufficient
‘to assess the performance of their country’s REDD+ program against the REDD+ SES
principles and criteria’
Review and approve draft versions of reports on social and environmental performance of
the REDD+ program against the REDD+ SES principles, criteria and indicators that are
developed for stakeholder review and the final version of the report for publication
Promote effective integration of REDD+ SES with other safeguard frameworks/processes
being applied to the country’s REDD+ program e.g. national REDD+ safeguards, FCPF SESA,
UN-REDD and safeguards required by other multilateral and bilateral agreements.

The committee membership must include a balance of interested parties including those potentially
affected by the REDD+ program and the standards, and those with expert knowledge related to the
standards (REDD+ SES Guidelines 3.2.1).
The State Commission for Evaluation and Monitoring (CEVA) acts as the Standards Committee. This
is a multi-stakeholder committee, established by the law 2.308 that oversees the implementation of
the SISA. Its composition includes government agencies and representatives from civil society, as
shown in the table below.
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Sector
Government

Civil Society

Representatives
Institute
of
Climate
Change
and
Environmental Services Regulation – IMC
Secretary of Environment – SEMA
The State General Public Attorney – PGE
Brazilian Agricultural Research Company –
EMBRAPA.
WWF – Acre
Central Única de Trabalhadores - CUT (Union
of Workers)
Grupo de Trabalho Amazônico - GTA (Amazon
Workers Group)
Associação das Indústrias de Madeira de
Manejo do Estado do Acre - ASIMMANEJO
(Association of Industries of Timber from
Forest Management of The State of Acre)

The composition of the committee demonstrates that key government stakeholders such as
economic development, forestry, agriculture, gender/women, rural development, environment and
regional/local government economic development, forestry, agriculture, gender/women, rural
development, environment and regional/local government have been involved in Acre’s REDD+ SES
process.
Indigenous people are not represented in the CEVA. Nevertheless, in order to involve indigenous
people in REDD+ SES indicators, an Indigenous Working Group was created in 2011 and officialised
in 2012 through a CEVA resolution.
Social and environmental civil society organisations are involved. CUT (Union of workers) is the major
Brazilian workers union defending social rights. GTA (Amazon Workers Group) is a network, gathering
more than 600 organizations in the whole Amazon and working both on social and environmental
rights. WWF-Acre works on environmental issues.
The private sector is not fully involved. Asimmanejo represents the interest of the logging private
sector. According to Assimmanejo representative, there is an informal agreement setting that
Asimmanejo also represents the agricultural and cattle ranching interests. Nevertheless, a direct
participation of the cattle ranching sector would be more appropriate, since they are directly involved
with the drivers of deforestation.
The GTA representative is also head of the Acre network of women and men (Rede Acreana de
Mulheres e Homens). The 2012 CEVA meeting report shows that women’s special needs for
consultation were taken into consideration in the debates of the committee.
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REDD+ SES Guidelines (3.2.3) specify that these terms of reference, internal rules and/or
regulations cover issues such as the decision-making process, criteria and a process for becoming a
new member of the committee and the duration of membership. The decision-making process
should strive for consensus but also include a voting mechanism that ensures that no group can
dominate or be marginalized. In countries where no multi-stakeholder body already exists, the
process for creating the first committee is defined by the Facilitation Team.
CEVA discussed its regulations and adopted them in 2012. Discussions were initially based on a
draft prepared by IMC. Article 13 of the bylaws establishes procedures for a decision-making
mechanism that ensures no group can dominate or be marginalized.
Acre already had 3 multi-stakeholders councils: on forest, smallholder’s agriculture and
environment. The creation of CEVA with civil society representatives of those 3 councils and an
equivalent number of government representatives is mandated in the SISA law (Art.11 and 12).The
Facilitation Team organised the implementation of the process for creation of CEVA defined in the
law.
All documentation has been made publicly available on the IMC website until the end of 2013.
Documentation after this date was not disclosed.
No significant variations from REDD+ SES Guidelines

Interpretation | Develop Plan for the REDD+ SES process - STEP 4
REDD+ SES Guidelines (4.2.1) specifies that a plan for the REDD+ SES process shall be developed
that specifies the methods, timing and responsibilities for all the steps in the REDD+ SES process,
with particular detail for ongoing awareness raising/capacity building, creation of the Standards
Committee (if not already existing) and the development of country-specific indicators including
consultations, approval and publication.
According to IMC presentations (from Ayri Rando and Pável Jezek), a REDD+ SES process plan had
been developed. This plan encompassed five steps:
1.
2.
3.
4.
5.

Constitution of the Facilitation Team
Indicators development
Monitoring
Exchange and information sharing
Harmonization with Brazilian safeguards

There was an internal safeguards work plan developed by CARE. This was not published was not
shared with stakeholders. The document provided the planning for capacity building (prior to
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indicator consultations and assessment) and planned the activities with representatives who know
the specific realities of each stakeholder group. The plan was not approved by CEVA.
Minor variations from REDD+ SES Guidelines unlikely to significantly affect the quality of the
safeguards assessment
•

A plan was developed for internal use but it was not approved by CEVA and shared publicly
(REDD+ SES Guidelines 4.2.6). The plan was not approved by CEVA because it was
developed before CEVA was formally created. The International Review team understands
that all subsequent planning, for consultations or otherwise, has been approved by CEVA.

Interpretation | Develop Draft Country-Specific Indicators (STEP 5)
The REDD+ SES Guidelines specify that the Facilitation Team organizes the development of draft
country-specific indicators (5.2.1) relevant to the country context, referencing country-specific terms,
stakeholders, governance processes, institutions and legislation (5.1), with the help of a technical
working group that broadens the expertise and stakeholder input into the drafting process (5.2.2).
The indicator development process including timeline and opportunities for participation are
published (5.2.4) and draft indicators are approved by the Standards Committee before initiating
consultations (5.2.3).
The Facilitation Team organized the development of the draft country-specific indicators from 2010.
A technical working group was not officially created to develop the draft indicators. However, the
process followed by the Facilitation Team provided an opportunity to include relevant stakeholders,
experts, working groups, communities, women, indigenous peoples and Councils in the development
of the draft indicators.
The first proposal for Acre draft indicators was made in 2010 by Monica Julissa De Los Rios de Leal
from SISA, Ayri Rando from CARE and Luis Meneses. In this proposal they defined the ’essence’ of
the international REDD+ SES indicators (to make them understandable), and also presented the
draft Acre Indicators, classifying them into those that need regulation, and those for observation.
This process helped the team to understand the indicators so they could translate them into simple
and plain language. REDD+ SES learned from this and made the Version 2 simpler adopting Acre’s
approach of providing an essence and ‘elements of quality’ for each indicator. This process of
simplifying the indicators helped to make the indicators more understandable to the stakeholders
and assisted with transparency. IMC said that responses were made to comments received and for
every meeting they prepared a table of comments and how they were treated but it was not
published. The numerous meetings to develop the indicators organised by IMC helped to ensure
partnership and transparency of the process with CSO’s and government on CEVA, and Indigenous
Working Group for Indigenous Peoples. For example, the Secretary of Production on CEVA helped to
identify which small producers to invite. The NGO of the President of CEVA – RAMH – helped to
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channel funds for civil society participation (from REDD+ SES initiative). We can affirm that there was
some degree of transparency but not fully since the stakeholders did not have independent capacity
building, and did not receive complete information in a timely manner. The REDD+ SES Guidelines
(5.3.1) allow for no changes to the principles and criteria.
The principles adopted by the Acre program follow REDD+ SES without any change.
The following changes were made to criteria:
•

•

•

REDD+ SES criteria 4.2 (coherent with relevant policies, strategies and plans), 4.5
(improvements in governance of forest sector), 4.6 (contributes to objectives of sustainable
development policies, plans), and 4.7 (contributes to respect, protection and fulfillment of
human rights) are not included in Acre version. These criteria are partially covered by one
Acre indicator 4.1.1 - The SISA and its programs contribute to the objectives and
governance of relevant policies, programs and plans at federal, state and municipal level
(environmental, economic, human rights, cultural) considering the related aspects of equity,
effectiveness, efficiency through mechanisms that assure the effective participation of
beneficiaries in decisions.
REDD+ SES criterion 3.2 is not included in Acre criteria - The REDD+ program is adapted
based on assessment of predicted and actual impacts in order to mitigate negative, and
enhance positive, impacts on Indigenous Peoples and local communities with special
attention to women and the most marginalized and/or vulnerable people. Acre indicator
3.2.2. Measures to mitigate and effectively address real and potential negative impacts and
enhance positive impacts are included in the design of the program partially covers criterion
3.2 but does not include adaptive management based on feedback from monitoring impacts.
REDD+ SES criterion 5.4 There is transparent assessment of predicted and actual, and
positive and negative environmental impacts of the REDD+ program on biodiversity and
ecosystem service priorities and any other negative environmental impacts is not included in
Acre criteria.

The REDD+ SES Guidelines allow modifications to the framework for indicators, but where
adaptations, deletions, and additions to indicators are proposed, a justification must be provided
(5.3.2).
Some indicators were adapted, removed and added in Acre and each case the change was justified.
It was difficult for the Facilitation Team to understand the 98 indicators of the REDD+ SES Version 1.
Identifying the essence took time to understand the role of indicators not only quantitatively but also
qualitatively. It was not possible to follow the time frame created by the international process. Acre
associated with REDD+ SES in 2010 with the objective to monitor implementation of SISA’s
principles to demonstrate high social and environmental performance in different programs that
make up the SISA. The REDD+ SES was very similar to the principles of Brazilian safeguards and
SISA principles and other international safeguards. In 2010, the State of Acre started to pilot the
REDD+ SES standards. They prepared a table of alignment with Brazilian REDD+ social and
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environmental principles and criteria, REDD+ SES and the UNFCCC Cancun safeguards. REDD+ SES
is larger and more complete than Cancun safeguards. For example, distribution of benefits is not
covered in Cancun Safeguards. For REDD+ SES, monitoring and transparency is part of the process
and not a principle. It is noted that Brazilian safeguards and REDD+ SES and SISA was discussed at
the same time in 2009 and 2010 and they employed Luis Meneses as a consultant to help adapt
and add indicators including managing the process and ensuring coordination. REDD+ SES issues
were discussed in Acre by rural producers and indigenous peoples who were interested in more than
providing support to deforesters; they also wanted to support people who conserve forest. This was
included in the development of the indicators which helped Acre adapt and add some indicators.
The following changes to the REDD+ SES indicators are included here for information (not to indicate
a deviation from the Guidelines).
•

The following REDD+ SES indicators have not been included in the Acre version

1.2.1

Policies of the REDD+ program include recognition of and respect for customary rights.

1.2.3

The REDD+ program promotes securing statutory rights to lands, territories and resources

1.3.3

Free, prior and informed consent is obtained from Indigenous Peoples

1.3.4

Free, prior and informed consent is obtained from local communities

2.2.3

Clear policies and guidelines for equitable benefit-sharing are established

3.2.1 The REDD+ program is adapted in order to mitigate negative, and enhance and sustain
positive, impacts on Indigenous Peoples and local communities
5.2.1 The objectives and policies of the REDD+ program include making a significant contribution
to maintaining and enhancing biodiversity and ecosystem services
5.2.2

The REDD+ program maintains and enhances the identified biodiversity and ecosystem
service priorities

6.2.5 Rights holder and stakeholder groups select their own representatives.
6.2.6 Rights holder and stakeholder group representatives involve and are accountable to the
people they represent.
7.1.3 Appropriate measures are taken to ensure compliance of the REDD+ program with relevant
legal instruments
7.2.1 Gaps and inconsistencies between local or national law and the REDD+ SES or relevant
international treaties, conventions or other instruments are identified
In addition, even if indicators are included, some REDD+ SES qualifiers have not been
included in the Acre version.
1.1.1

i Process is participatory including representatives of women and marginalized and/or
vulnerable groups, iii Includes individual and collective rights includes rights of women and
marginalized and/or vulnerable groups
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1.1.2

i. Applies to Indigenous Peoples and local communities.

1.3.1 [Policies of the REDD+ program uphold the principle of free, prior and informed consent of]
Indigenous Peoples and local communities.
1.3.2

i. Including definition of their own representative and traditional institutions that have
authority to give consent on their behalf
iii. The process takes into account the views of all community members including those of
women and of marginalized and/or vulnerable people.

1.3.3

ii. Includes physical and/or economic relocation or displacement.
iii. The agreement includes adequate provision of financial and technical support for the
displacement.
v. The agreement includes a procedure for relocation or displacement that is transparent,
impartial, safe and accessible for all relevant stakeholders, with special attention to women
and marginalized and/or vulnerable people.

2.1.1 For each group of stakeholder, At local, national and other levels, Direct and indirect benefits,
costs and risks, with special attention to women and the most vulnerable and/or
marginalized groups. Note that ‘indirect’ impacts were highlighted as important in several
comments during revision process for REDD+ SES.
2.2.1

With special attention to women and vulnerable/marginalized’

All indicators in Principle 3 - No reference to women and vulnerable people in Acre indicators, which
also don’t specify the types of information available.
3.1.3

i. Includes financial, human or other resources.
ii. Relative to the level of resources available under the reference scenario which is the most
likely land-use scenario in the absence of the REDD+ program.

5.2.1 Doesn’t specify against the reference scenario and with special attention to afforestation,
reforestation and restoration plans.
5.2.3

i. Includes financial, human or other resources.
ii. Relative to the level of resources available under the reference scenario which is the most
likely land-use scenario in the absence of the REDD+ program.

5.3.3

v. Includes measures to address the risk of reversals that might lead to a reduction in the
benefits achieved by the REDD+ program.

6.1.1 Doesn’t include the identification of potential constraints to participation
6.2.1 Doesn’t include statutory and customary institutions and practices.
6.2.2 Doesn’t include ‘in mutually agreed places’
6.3.4 Doesn’t specify the modalities to obtain FPIC (see qualifiers REDD+ SES 6.3.3)
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6.5.1 Merges REDD+ SES 6.5.1 and 6.5.2 but doesn’t specify the type of information (6.5.1),
doesn’t specify the way of dissemination (6.5.2), doesn’t specify with special attention to
vulnerable people and women, doesn’t specify in a form they understand.
6.6

Doesn’t specify with special attention to women and marginalized/vulnerable groups

•

1.3.1
2.1.2

Some Acre indicators go beyond REDD+ SES
ILO 169 and UNDRIP included at indicator level
New indicator on dissemination of information related to the costs, risks and opportunities of
the ISA carbon program to the beneficiaries using adequate methodology and language. (only
partially covered under REDD+ SES 6.5.1).

There were some steps put in place to facilitate stakeholder input to adapt the international
indicators to the reality of Acre. However, there has been little clear methodology to the process and
solicitation of comments and the level of participation in the development of indicators. The
consultation on indicators seemed designed mostly to inform to the relevant stakeholders and to
collect information about the stakeholders. There did not seem to be any methodology developed
that would give the stakeholders significant input into the development of the indicators nor was
there a defined process that would ensure effective participation before starting the indicators
development process.
While not relying on a predefined methodology or process for engagement, the resulting indicators
were relevant for this phase of Acre’s ISA Carbon Program development because they used
participatory multi-stakeholder processes.
SISA is a broad policy in Acre. One of its programs is the ISA Carbon Program. The team leading the
ISA Carbon Program realized that REDD+ SES would be applicable to the whole SISA program. We
can affirm that indicators have been made relevant for the entire SISA policy, beyond the
implementation of the ISA Carbon Program.
Minor variations from REDD+ SES Guidelines unlikely to significantly affect the quality of the
safeguards assessment
•

Some changes were made to REDD+ SES criteria. This is not allowed in the REDD+ SES
Guidelines (5.3.1). The changes result in a simplification and less comprehensiveness on
reporting related to coherence of the REDD+ program with other policies and plans, including
contributions to sustainable development policies and plans, and also contributions to
human rights. These issues are still covered in Acre indicator 4.1.1 but in less detail. The
removal of the REDD+ SES criterion on adaptive management for social impacts reduced the
monitoring of this good practice. The removal of the REDD+ SES criterion requiring
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•

•

assessment of impacts on biodiversity and ecosystem services reduced the quality of the
system for environmental impact monitoring.
While the removal of some REDD+ SES indicators reduces the comprehensiveness and detail
of social and environmental monitoring, the Acre indicators are still detailed and are likely to
provide a good understanding of progress addressing and respecting safeguards for REDD+.
There was no clear methodology to enable effective stakeholder participation in the
development of indicators (REDD+ SES Guidelines 5.3.3), but nevertheless the process
appears to have been responsive and incorporated stakeholder inputs through an iterative
process.

Interpretation |Organize Consultations on Indicators - STEP 6
The REDD+ SES Guidelines (6.2.1) state that the Facilitation Team organizes the publication of the
draft indicators and a public comment period. This shall include publication on an existing
government-led or approved REDD+ website if available and the opportunity to submit comments
electronically, as well as direct circulation and invitation of comments to relevant stakeholder
groups.
The IMC (Facilitation Team) did organize publication of the draft indicators on the IMC website and
launched an official public comment period from 27 July 2011 to 27 September 2011 with
publication of the draft indicators and the invitation to submit comment in the official journal (Ofício
Circular n.º 018/2011/GAB/IMC). There was an opportunity for relevant stakeholders to submit
comments electronically or submit hard copies but the IMC team said they did not receive comments
electronically but only through facilitated meetings and workshops.
We can affirm that there were two consultations periods to facilitate stakeholder and public
participation in the indicator development process. The second public comment period was from
May to June 2012 when consultations were held with women’s groups and the indigenous peoples
working group as well as with the representatives of CEVA. The two consultation periods for the Acre
REDD+ SES indicators lasted more than 60 days and 30 days respectively, as indicated in REDD+
SES Guidelines (6.2.3).
The main methodology used by the IMC (Facilitation Team) was to use workshops for the
consultations and to receive the feedback from different relevant stakeholders. However, there was
lack of effective participation from some sectors such as the private sector. Special attention was
given to marginalized people by organizing separate workshops with indigenous peoples and small
producers.
Although the program had some plans to ensure full and effective participation of marginalized
people in the process, some of these plans were not fully applied such as validation by marginalized
people. The report provided by IMC identified formal procedures for ensuring the active participation
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of women and gender balance. An effective participation and dissemination process takes a long
time and it was not perfectly implemented, so it needs to be improved. The State of Acre has an
inclusive approach. Therefore, Indigenous Peoples and other communities have been approached
and informed electronically and by workshops but it was difficult and expensive to do a proper job.
There is a REDD+ SES indicator on ensuring that representatives provide information back to people
they represent. However, the timeframe did not provide enough time for communities to provide their
input. They had workshops but there was not enough time to digest the information, to facilitate
input from their communities and to consult internally and provide appropriate input to the process.
The draft indicators were published in Portuguese which is widely understood by relevant rights
holders and stakeholders.
The report of the consultations on the indicators that explains what comments were received is not
complete, and the annex with compilation of comments is lacking. In addition, the review team did
not see any record of the response to comments explaining how they were addressed in the revised
indicators. IMC said that responses were made to comments received and for every meeting they
prepared a table of comments received and how they were treated but it was not published. . The
report of the consultations on the indicators that explains what comments were received is not
complete, and the annex with compilation of comments is lacking. In addition, the review team did
not see any record of the response to comments explaining how they were addressed in the revised
indicators.
The final version of the indicators was approved by CEVA in March 2013 and published, along with
the monitoring manual in June 2013.
Minor variations from REDD+ SES Guidelines unlikely to significantly affect the quality of the
safeguards assessment
•
•

The workshop methodology and the timeframes did not enable the rights holders and
stakeholders to coordinate their input (REDD+ SES Guidelines 6.2.7).
While IMC said that they prepared a table of comments received at every meeting, that also
included an explanation of how they were addressed in revision to the indicators, this
information was not published ( REDD+ SES Guidelines 6.2.8).

Assessment | Prepare Monitoring and Assessment Plans - STEP 7
Scope of the Monitoring and Assessment Plans
As specified in section 7.2.1 of the REDD+ SES Guidelines, the scope of application of REDD+ SES
for the current assessment period must be agreed with the Standards Committee. The objective of
process component 7.2.1 is for there to be agreement by CEVA (Standards Committee) on what Acre
will be monitored during the first assessment period. The elements of scope that should be
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specified by CEVA (Standards Committee) include; which of the indicators would be monitored in this
period, level of monitoring, and time period for monitoring. Once the scope is determined by CEVA
(Standards Committee), then IMC (Facilitation Team) develops a monitoring and assessment plan to
cover that scope established by the Standards Committee.
To determine whether CEVA as the Standard Committee agreed to the scope of the application of
REDD+ SES for the first monitoring period, the following information was reviewed.
•

•

The time table provided in the 'Manual de Monitoramento das Salvaguardas Socioambientais
de REDD+ no SISA' indicates that the process of finalizing the jurisdictional level Principles,
Criteria and Indicators was being done partially in parallel to the development of Acre’s
Monitoring and Assessment plan.
The reports of 2 workshops in April and in July 2012 in which the development of Monitoring
and Assessment Plans was discussed indicate that IMC in developing the Monitoring and
Assessment Plan, had the input and buy-in from CEVA (Standards Committee) members who
participated in the workshops on the scope of what should be monitoring in Acre’s REDD+
SES program.

While it is clear that CEVA had input into defining the scope of monitoring, there is no clear public
record stating CEVA approval of the scope of the Monitoring Plan, including the time frame of the
first assessment period and the identification of which of the specific indicators would be monitored
during that period.
The “Manual de Monitoramento das Salvaguardas Socioambientais de REDD+ no SISA” was
published in August 2013. This monitoring manual can be found on the IMC website 4.
The REDD+ SES Guidelines (Section 7.2.2) require the development of both 1) a Monitoring Plan
defining what specific information is required, methods and responsibilities for information
collection, and 2) an Assessment Plan defining the process for preparation, review, approval and
dissemination of the Assessment Report).
Monitoring Plan 7.2.2 of the REDD+ SES Guidelines requires that a Monitoring Plan focusing on the
current assessment period, be developed, for each indicators. The following guidelines are provided
for what should be included in the Monitoring Plan:

4

http://imc.ac.gov.br/wps/portal/imc/imc/principal/!ut/p/c5/vZHLboMwEEW_hR_ANuZhlqS87IQQwCbABpGqQtAQIqWNW76RFlUXTRdJOrMZqQ7M2d0B1RgzkNz7trmrRsPzR4UoDLrTUiTTIQGIiLFkG7y2F0GBiYJnvXSrOEv4cA_preggHqd9Z9HOr1OaTl9CTkB7dKGbk-zfpScp4y7qZxJt4hdNp7bUT7xlDJxvlfuI5wSifAqHcecl90wxU7X7czX5tLw7e6EVX_QZpHY7DCyhBZX1viSOPQGpgL_cXCZorwB_o3E8WWVnaTKAQR
wxqWmD9H4voD2XNX-l2gyqfBxWqxMLY0DUb2qZtmhoBxQIcB3FergwWSkQuKR1F-QLQuKYq/dl3/d3/L2dBISEvZ0FBIS9nQSEh/
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Monitoring Plan Elements
•
•

•

•

Definition of what information/data will be used to assess performance against each of
the indicators within the current assessment period.
Source of information/data information including where it will be found (for example in the
results of an existing survey or report (a secondary source) or through direct collection of
information through surveys, focus groups etc. (a primary source).
Methods defining how the information will be gathered and analysed, such as:
o Secondary source – define process for reviewing existing information
o Primary source – define an information gathering tool e.g. survey, focus groups
• Sampling strategy, as appropriate
• Methods for data analysis
Responsibilities defining who will do what:
o Who organizes the information gathering process
o Who actually gathers or contributes the information
o Who analyses the information.

In 2012, the Facilitation Team started to develop a Monitoring plan in the format included in the
REDD+ SES Guidelines. They found this very complex and hard to follow. They were also concerned
that CEVA, let along other stakeholders, would find it hard to understand. They requested technical
assistance from IMFLORA who helped them to develop a more practical approach that would be
easier to share and understand. This led to the production of only one document “Manual de
Monitoramento das Salvaguardas Socioambientais de REDD+ no SISA”, which includes both the
Monitoring Plan and the Assessment Plan.
Acre’s indicators were still being finalized in Nov and Dec 2012, but this has also been identified as
the time period when development of the Monitoring Plan and Assessment Plan by the IMC
(Facilitation Team) started. But it is not clear within this monitoring manual what would be the time
period that will be monitored and included in the first assessment.
Most of the monitoring manual covers elements required in an Assessment Plan, and there is an
annex entitled “Anexo I - Check list de critérios e indicadores acrianos do SISA”, which provides a
general monitoring plan. The Check list annex states that the purpose of this checklist is that it “was
created to help with the evaluation of the safeguards compliance by the ISA Carbon Program of SISA
and by state public policies. This tool will be used for the IMC team and the objective is to identify if
the current tools available in the State of Acre are sufficient to address the proposed safeguards
indicators.” It provides a format for completing the monitoring on each of the indicators, but it does
not include any details on the what, how, where, when and by whom data and information will be
collected.
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In the check list, it does not specify which of the indicators will be assessed in the first assessment
period. And since all the indicators are included in the checklist Anexo I, it would follow that they will
all be monitored in the first assessment period. But when this check list is compared to the
“Relatório de autoavaliação do cumprimento de salvaguardas socicambientais no SISA e no
programa ISA Carbono do Estado do Acre” (Self-assessment Report) it is clear that not all indicators
in the check list were monitored as part of the first monitoring period. There are indicators in the
Self-assessment Report that state they are “Not applicable at this time” for example indicator - 1.3.3
- Where any relocation or displacement has occurred, there free, prior and informed consent on the
provision of alternative and / or fair compensation lands. Another document that was provided for
the review was a draft version of Section 6 (SAFEGUARD INFORMATION SYSTEM) of the VCS
Jurisdictional Nested REDD+ Program Document. It provides tables with “Data and Parameters
Available at Validation” and “Data and Parameters Assessed”. These two tables are intended to
provide detailed information on each of the variables and data that will be available at validation and
to be monitored for each assessment period. It appears that the data in these tables would provide
for each indicator the, Data unit, Description, Source of data, Value, Justification of choice of data or
description of measurement / assessment methods and procedures applied and comments. If
these two tables were completed they could form the basis for a Monitoring Plan, but the tables are
incomplete.
The IMC (Facilitation Team), was supported by the following outside expertise in the preparation of
the Manual de Monitoramento das Salvaguardas Socioambientais de REDD+ no SISA (Monitoring
Plan) for the Acre REDD+ SES program, CARE, IMAFLORA, and REDD+ SES as indicated on the cover
of the published plan dated August 2013.
Given that there was no official record of the approved scope of the plan, it is not clear whether the
Monitoring Plan covers this scope, nor is it clear what time frame the first assessment period would
cover until you review the first assessment report “RELATÓRIO DE MONITORAMENTO RESUMO
EXECUTIVO - RELATÓRIO DE AUTOAVALIAÇÃO DO CUMPRIMENTO DE SALVAGUARDAS
SOCIOAMBIENTAIS NO SISA E NO PROGRAMA ISA CARBONO DO ESTADO DO ACRE. 5 In this selfassessment report it is stated that it covers 2006 – 2013, but it is not clear from which months.
Assessment Plan
An Assessment Plan specifies the methods, timing and responsibilities to complete all the steps in
the assessment process, including development of a draft Assessment Report, review by
stakeholders, and approval by the Standards Committee, publication and dissemination. The
elements of the Assessment Plan are included in Manual de Monitoramento das Salvaguardas
Socioambientais de REDD+ no SISA (Monitoring Plan).

5

In English REPORT MONITORING EXECUTIVE SUMMARY SELF-EVALUATION REPORT OF THE SOCIAL AND
ENVIRONMENTAL SAFEGUARDS COMPLIANCE AND SISA IN ISA CARBON PROGRAM OF ACRE.
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Thus, for this international review the Manual de Monitoramento das Salvaguardas Socioambientais
de REDD+ no SISA (monitoring manual), was evaluated to determine whether the required elements
of the Assessment Plan were included in this document.
The monitoring manual has the assessment process defined for two components of the REDD+
program 1) Program Assessment and 2) Project Projects. These are reviewed below.
Program Assessment Process
In the monitoring manual in Flowchart 1 and Chart 1 the five steps in the monitoring process are
defined including, a) self-assessment of the state system for monitoring the safeguards, b) 1st
revision and validation by CEVA and publication of the self-assessment for public contribution, c)
development of the Action Plan, d) revision and validation of the Action Plan by CEVA, by the
collective Councils, by the Indigenous WG and public consultations in general and e) implementation
of the Action Plan.
For each of these steps defined in the assessment process, the chart describes who is responsible
and the output of the step. The description of the assessment process could be more clearly aligned
with the REDD+ SES Guidelines requirements. For example, it appears as if step a) describes the
collection of data and the development of the Assessment report, but the step only refers to the
completion of the Check List, which, as explained in the section ‘Monitoring Plan’ above, is
inadequate as a Monitoring Plan. There is nothing about the development/revision of the Monitoring
Plan for the current assessment period which should precede the collection of data and preparation
of the Assessment Report. The step b) covers the reviews required of the Self-assessment Report by
CEVA and the posting of the assessment report on the website to solicit public comment. It does not
include any timeframes for any of the steps, or the time periods for public comments.
Assessment Process for Private Projects of the ISA Carbon Program of SISA
The monitoring manual provides details on the process that is to be used by Private Projects of the
ISA Carbon Program of SISA seeking registration and approval. This process is outlined in the
Monitoring Plan in Section 7. While there are a only a few project proponents in Acre that currently
intend to register with the government, one of these was interviewed as part of this review from a
project that has already issued VCUs tagged with CCB labels. No projects have used this process yet,
and it is not clear how much additional work is required and/or the overlap (or potential conflict)
there is between the IMC requirements used to register projects and international market standards.
The process states that grievances will be handled by an ombudsman. The “Ombudsman: formed by
the State Secretary of the Environment (SEMA) and the Collective Councils, has the function of
receiving complaints related to Private Projects developed in the State of Acre. In this case, the
ombudsman shall analyze and identify the veracity of the complaint submitted and, if needed,
request suspension or disqualification of the project with the IMC until the issues raised are resolved
by the project’s proponent. This action may occur at any moment, from pre-registration of the project
with the IMC until the maintenance of the same along the years.”
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It is not clear from the process defined what is required in the pre-registration stage, but it looks like
there is information and a form on the website for project registration process. 6
Transparency
The monitoring manual is currently posted on the IMC website, as well as the Check-list de critérios e
Indicadores Acreanos de Salvaguardas Socioambientais de ISA CARBONO no SISA e seus
programas- SISA.
The primary form of communication prescribed in the monitoring manual is the website of the State
government, of the IMC7, of CEVA and of the REDD Observatory, to facilitate public contribution.
While this is an efficient means of communication, is not effective at reaching some stakeholder
groups, including small producers, who confirmed they had limited access or limited use of the
internet. Additionally, the one potential private project proponent said he was not aware of the
formal process for having the project posted on the website. There did not seem to be any
specialized communication to women and vulnerable and/or marginalized groups.
The REDD+ SES process (7.2.5) requires the Standards Committee (CEVA) to review and approve the
Assessment Plan. This monitoring was reviewed and validated during a workshop facilitated by
IMAFLORA, CARE and IMC on May 10, 2013 in Rio Branco that included the participation of
approximately 30 people representing various relevant stakeholders, such as: Indigenous Peoples
Working Group (Indigenous WG), Council Group, Cooperfloresta, IPAM, SDS/CECLIMA (State of
Amazonas), IDAF, OPIAC, SEMEIA, SEPLAN , INCRA, AEAI, AMAAIAC, ASPIRH, SOS Amazônia, UFAC,
ITERACRE, ASIMMANEJO, CREA, CPI/AC, SEMA, MEP and SEE.
Minor variations from REDD+ SES Guidelines unlikely to significantly affect the quality of the
safeguards assessment
•

The Acre Monitoring Plan is a checklist for each indicator that is general for every
assessment, so there does not appear to have been a clear definition of the scope of

6

http://imc.ac.gov.br/wps/portal/imc/imc/principal/!ut/p/c5/vZHJcoJAEIafxQfQmWEdjwojA-IyDItyoVgMohI0RlmePlg5pHJIckgq3Zeurv76wWEoPfn-F7k8WtRPccnsAGhEq2pybhHZYQ9R4Tm2l_pc0MWMRN7fatE8AubwBqA7CBUsQP7dnsjp1z6FjHjxXkulcvyFHgsG05QXNX3yLXqxrustp1V4Jrb2uIx8ifMTKZmredlQ9-OYkFwvxUJf3GweMG3Sid_0b0pJW5Q5sQah-dFktCIamLBJ_NmWoj4D7h7t_ZmFbFXqCCcWFBQXBUPPhaU_ZfVfKZJyVKflCI6wKoqyJIzhWBkrioBBYKXNVM_NvU5059JpdnLJsl1j0w1HJJYmPDY4vvfvSyLa4VQ_KJl0Y2TadSfxHjrpCzO
erIxpKNmT6vqyjILc5BdZuUhDgcKIzM_EDIllPfqUPVfqWEExTE6xU3mzFdru0kKrbwq7U3W03adPF012pCrNhkMwLn07rZs0Rrhh9dvsa8oOw!!/dl3/d3/L2dBISEvZ0FBIS9nQSE
h/
7

Many documents may be found on http://imc.ac.gov.br/wps/portal/imc/imc/principal/!ut/p/c5/1ZHLboMwEEW_JTAbczDLJPysklCAJsAG0SqCkFDiJQ2bvn6Osqi6qLpolGlzt2MdGfmjHRBBZQOzblrm5duPDR7UIDKqjchTTIRmoiIFEO6yWM3CkxME
qz80qrhNzWHP2xvQQGNOuvfj3R6ntJ-SulJyDdul3Ll-jTrS8l5yribxpl4hdyNp7XXTrxnDJ0clPuJNw9G-RCI2S8_b_bDFTtftyprLaX9G7Moqt_g7QOx-EJlKCyP6_EK49AamIv9xcJUh3gd0ztK4ssbV0RKMQrBnU9sPORYy7slQq3W7Q5OOgQY3YGJuG7kDHcixLJ6BYgOMgzlEULU0WSkQukrMPideY2Q!!/dl3/d3/L2dBISEvZ0FBIS9nQSEh/
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•

•

monitoring for the first assessment, identifying the time period and also which indicators
would be assessed, agreed in advance with CEVA (REDD+ SES Guidelines 7.2.1). The IMC
team identified the indicators that were not relevant during the preparation of the draft
assessment report and these were approved retrospectively by CEVA.
The Acre checklist used as a Monitoring Plan identifies the information needed and the
methodology to follow to assess performance in general, but does not specify the specific
information needed for the current assessment period, or who will be responsible for
collecting and analyzing the information (REDD+ SES Guidelines 7.2.2).
The Acre Monitoring Manual includes all the information needed for an Assessment Plan,
such as process and responsibilities for developing reviewing and approving the assessment,
but there was no development and publication of a specific timeline for the current
assessment (REDD+ SES Guidelines 7.2.3).

Assessment | Collect and Assess Monitoring Information - STEP 8
Under this process step, the work requires identifying, collecting and analyzing the specific
monitoring information as defined in the Monitoring Plan and preparing a draft Assessment Report of
the performance of the REDD+ program for each of the indicators.
The IMC as the Facilitation Team organized the collection of information and production of the draft
Self-assessment Report. This Self-assessment Report is comprised of an executive summary report
called report “RELATÓRIO DE MONITORAMENTO RESUMO EXECUTIVO - RELATÓRIO DE
AUTOAVALIAÇÃO DO CUMPRIMENTO DE SALVAGUARDAS SOCIOAMBIENTAIS NO SISA E NO
PROGRAMA ISA CARBONO DO ESTADO DO ACRE 8 (Summary Self-assessment Report) as well as a
much more detailed report comprised of a table for each of the indicators in the “Check list” format
which lists the “Evidence” and “Sources of data” used to demonstrate whether an indicator has been
met and its level of compliance. The Summary Self-assessment Report provides a summary write-up
for each Principle and the rating at the indicator level ranking by “Fulfilled, Partially Fulfilled, Not
Fulfilled or Not applicable at this stage of implementation” and includes a list of the main gaps in
performance for each of the principles.
It is not clear from either the Monitoring Plan or Self-Assessment Report how the process for
gathering information encouraged board stakeholder engagement.
The list below provides guidance on the elements that should be included in the Assessment Report
(REDD+ SES Guidelines 8.2.2).
Assessment Report Elements
8

In English - MONITORING REPORT EXECUTIVE SUMMARY SELF-EVALUATION REPORT OF COMPLIANCE WITH THE
• A summary of performance at principle level.
SOCIAL AND ENVIRONMENTAL SAFEGUARDS IN THE SISA AND ISA CARBON PROGRAM OF ACRE.

• A summary of the performance with respect to each criterion, i.e. summarizing the
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of the information where relevant;
Commentfor
Overview
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some indicators, including potential gaps in
information, as appropriate
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The Self-assessment Report includes a summary of performance for each indicator, but not at the
criterion level.
Under each Principle, there is summary of between 1-2 pages of text that provides background on
the performance of the different indicators and identified gaps. However, with the limited specificity
included in the monitoring plan (see Section 5.7) on collection of data, the “Summary SelfAssessment Report” and the “detailed report of Check Lists by indicator”, includes only limited
evidence and data to demonstrate the program’s performance during the assessment period relative
to some indicators. Explanations rely heavily on reference to existing laws and policies. For some
indicators this is appropriate evidence. However, there are numerous indicators which require the
collection and presentation of primary data but there is virtually none presented in the Summary
Self-assessment Report and the detailed Checklist Report. With a cursory review of the indicators
and the specific information, data and evidence provided, it appears as if little primary data was
actually collected to complete the Assessment Report. In some cases the indicators are rated as
“Not fulfilled” when there is no data, but in some cases they are marked as “Fulfilled” yet the data is
inadequate to demonstrate the fulfilment during the assessment period. Given that Monitoring Plan
and Self-assessment Report do not specify who was collecting the data; it was not possible to
determine whether third parties were used in the collection of data.
The assessment report should be based on a sound and comprehensive monitoring plan which
includes all the data collection requirements specified in the box in Section 5.7. A few examples of
cases where having inadequate detail on the monitoring plan has led to an assessment report that
lacks detailed information to demonstrate the performance during the assessment period include:
•

Criterion 3.1.2 “The initiatives within the programs of the SISA generate additional resources
to improve the long term security of the living means and well-being of the beneficiaries”.
Assessing compliance with this criterion would require the production of specific data that is
collected during the assessment period that specifically shows that the program generated
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•

resources that were used to improve the lives of beneficiaries. Data is not provided in the
Self-assessment Report or Check lists. There is only a reference to the Plano Pluri Anual
(PPA) that are developed to ensure benefits and that and monitoring that will be done under
Monitoramento Presencial será executado, but there is no data provided to show that this
indicator has been actually achieved during the assessment period, yet it the indicator is
marked as “fulfilled”.
Indicator 5.2.1. “The monitoring of the impacts of SISA and its programs in natural forests
and other important areas demonstrates that there is no conversion within the project area,
provided the means for food security and the cultural preservation of the traditional
populations”. This is also rated as fulfilled. The evidence provided refers to what can be
done, but provides no data on what was actually done during the assessment period to
demonstrated fulfilment of this indicator, besides the reference to measuring deforestation,
which is only one small component for meeting this indicator.

These are only two examples, the monitoring plan should be expanded to provide greater detail on
data collection requirements and methods and the assessment report should be expanded to
incorporate them.
The requirement to pay special attention to marginalized groups is explicitly included in criteria 2.1,
3.1, and 6.2. In reviewing the summary text under each of these criteria there is no detail on how
this inclusiveness was achieved.
Variations from REDD+ SES Guidelines that could affect the quality of the safeguards assessment
•

•

A lack of detail in the monitoring plan on specific information to be collected, and methods
for collection (e.g. for collection of primary or secondary data) led to an assessment report
that, in several cases, lacks detailed explanation of performance during the assessment
period (REDD+ SES Guidelines 8.2.2).
The Acre assessment report does not provide a description of the process adopted for using
REDD+SES, in particular detailing how participation and inclusiveness have been ensured
(REDD+ SES Guidelines 8.2.2). However, this information is largely included in the
Monitoring Manual.

Assessment | Organize Stakeholder Review of Draft Assessment Report - STEP 9
The draft report in the form of the check-list was prepared in 2013 and presented to CEVA in a series
of meetings from December 2013 to March 2014. Each of the members of CEVA reviewed a
different principle and reported back to the group. This led to the revision of the report before the
Summary Self-Assessment report was produced by IMC in April 2014.
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This summary was published, after approval by CEVA, for public comment 7th October to 7th
November 2014. CEVA organised a series of consultation meetings with different stakeholder
groups including rural producers, Indigenous Peoples, social movements, culminating in a big
meeting with the three State Councils. These meetings and the compilation and analysis of
comments were facilitated by a civil society member of CEVA representing the Central Labour Union
(CUT). The response to comments and the final report were reviewed by CEVA in December 2014.
There were some delays during this process in Acre in 2014 due to the national and state level
elections held in October which restricted the types of meetings that could be held and the role of
government officials for several months in the run up to the elections.
Minor variations from REDD+ SES Guidelines unlikely to significantly affect the quality of the process
•

The official public comment period for the assessment report was only 30 days and not 60
days (REDD+ SES Guidelines 9.2.2); however a workshop was organized with a good range of
stakeholders that facilitated stakeholder input to strengthen the report.

Assessment | Publish the Assessment Report - STEP 10
The REDD+ SES Guidelines (10.1) states that a full report of performance of the REDD+ program
against the principles, criteria and country-specific indicators is made publicly available, including at
least a summary in languages and formats that make it relatively assessable to all stakeholder
groups.
The final version of the self-assessment report, composed of a summary and a detailed report
providing full information for each indicator in a checklist format, has been published on the IMC
website
at
http://www.imc.ac.gov.br/wps/portal/imc/imc/principal/!ut/p/c5/5ZHJboNAEES_JT9AzzAswxELDAO
MAbMYc0FgWRbEGLLICL4-kQQ5RDnYuWSqktL3aXXUkEJwpf62p7q13a41GcooNSqyGVxkrkqptmWIBbloeU7KqExgR0USKmSbh7
Z8rhsOz2e0rSMNs-HiQcOSi0fc_tp5lYeJtnovaBpTqwtTzuGETVwvo5t0-asqacHwdprFfpBJvrlk_a9qA8nYdGdLV7b-_GLf7c3yDtodS_8iG3KWIqsfP1KsZigvSObX9n0UCXBYEhwj0ky47-dyyq3JUlmibXpoOvYQkqhOiKrKBDM3QNJlCsYKNO_RHGPurLxSonrsUHz6ab45qrQ8!/dl3/d3/L2dBISEvZ0FBIS
9nQSEh/
The summary and the detailed checklists are in Portuguese which is widely understood be relevant
rights holders and stakeholders in Acre. The summary explains in general how the safeguards in
each principle are addressed and respected, a table summarising whether each indicator is fulfilled,
partially fulfilled, or not fulfilled. Importantly, the summary report provides a list of gaps that were
identified in addressing and respecting safeguards under each principle.
A version of the summary that is formatted to make it easier to understand has been disseminated
to the members of CEVA, the Indigenous Working Group and to the members of the three councils.
This formatting and dissemination was delayed until October 2015 due to lack of funding.
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Minor variations from REDD+ SES Guidelines unlikely to significantly affect the quality of the process
•

The report has only been disseminated to the groups closely involved in revising and
approving the self-assessment report and has not been distributed more broadly to
interested stakeholder groups, such as all those that participated in different workshops
related to SISA and safeguards. This limited dissemination results from the limited
resources available. Also the dissemination of the report was not specified in the assessment
plan (REDD+_SES Guidelines 10.2.3).

Lessons Learned
h) What do different stakeholder groups (including government) and the members of the review
team think could be improved in the approach to safeguards for REDD+ in Acre, and what
lessons learned could improve the REDD+ SES guidance and tools for other countries?
This REDD+ SES International Review was conducted through a participatory process. The review
team learned from the different stakeholders interviewed in Acre about their views on strengths,
weaknesses, suggestions for improvement and lessons learned. Specific recommendations for Acre
are included under questions a-f in Section 4 above. Some lessons learned are included here to
document the rich experiences from using REDD+ SES guidance and tools in Acre and to facilitate
learning and sharing of those experiences with other countries that are developing a participatory,
transparent and comprehensive approach to safeguards.
•

An iterative, inclusive and participatory process, with adequate time and resources, helps to
build shared ownership of the results and process to implement and monitor safeguards.
The efforts made to conduct a participatory process in Acre have contributed to the
robustness of the results. IMC and CEVA devoted significant time and resources to ensure
that different groups of actors could participate in the safeguards process, including
consultations on the interpretation of indicators and review of the Self-assessment Report.
This enabled the actors to feel ownership of the results and of the process to implement and
monitor safeguards.

•

A multi-stakeholder process helps to ensure that key issues of importance to stakeholders
are included in the indicators and will be assessed.

•

It is important to strengthen existing institutions or develop new ones when key stakeholder
groups are not adequately represented. CEVA created an Indigenous Working Group to
ensure that Indigenous Peoples’ interests are taken into account because Indigenous
Peoples are not represented on the State Councils and hence are not represented on CEVA.
In addition to advising on safeguards and other issues for SISA, the Indigenous Working
Group can decide and propose any project they want to develop in their territories. Building
on this experience, CEVA also decided to create a Gender Working Group in 2015 to ensure
the representation of women in decision making related to SISA. This experience of creating
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sub-groups of the Standards Committee to ensure the representation of key and hitherto
marginalized stakeholder groups is an important lesson learned for the REDD+ SES Initiative.
It provides a good example and further elaboration of the REDD + SES Initiative
recommendation (Guidelines Step 3 Create the Standards Committee) to build on existing
multi-stakeholder platforms, reinforcing them or developing new ones if necessary, to ensure
the participation of key stakeholders.
•

It helps the government agency responsible for safeguards to have support from a civil
society organisation ideally with connections to related national processes to facilitate the
safeguards process. After CARE stopped participating in the facilitation team from 2013, IMC
organised the process alone and in some cases lacked the human resources to attend to all
the details. It would have helped the facilitation to have support from a local civil society
representative, ideally with connections to national processes, to facilitate outreach to local
civil society and also to insert the process into potential national civil society discussions on
safeguards.

•

It is important to give members of the multi-stakeholder committee sufficient time to review
documents before meetings and to consult with their constituents.

•

Simplifying the language of the indicators, and using local terms, helps to facilitate the
participation of a wider range of stakeholders, including Indigenous Peoples and local
communities. In order to facilitate the interpretation of the indicators, the facilitation team
and a consultant developed a version of the indicators using more simple language. This
team identified the "essence" of international indicators of the REDD + SES initiative which
helped to understand the indicators so they could adapt them into simple and clear
language. The REDD + SES Initiative learned from this to make a simpler Version 2 of the
REDD+ SES framework for indicators, adopting the Acre approach to provide the essence
and "quality elements" of each indicator. This process of simplification of the indicators
contributed to making indicators easier for the actors to understand and helped with
transparency.

•

It is important to develop an assessment plan as well as a monitoring plan and to tailor them
for the current period. The facilitation team defined the process for monitoring of social and
environmental safeguards, for the SISA program as well as for private projects, which defines
steps, responsibilities and cycles of monitoring. This recommendation was incorporated into
Version 2 of the Guidelines for the use of REDD + SES at country level, indicating in step 7
that the facilitation team must develop a plan for assessing the safeguards that defines the
process for collection of information, preparation and review of report and its publication. It
would have helped to ensure a more transparent process if the scope and timing of the
current assessment had been agreed with CEVA and made available to stakeholders.

•

Recognising that it may be helpful to adopt a stepwise approach to providing information on
how safeguards are addressed and respected, it may be helpful for the first assessment
report to focus on a gap analysis of existing policies, laws and regulations to address the
safeguards elements in the indicators, with the aim that future assessments will also assess
the extent of their implementation. The first assessment report in Acre focuses mostly on
analysing the extent to which policies, laws and regulations are addressed and IMC and CEVA
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plan to focus more on the extent to which these are effectively implemented in future
assessments.
•

It is important to incorporate an addition step in the 10-step process for the use of REDD +
SES at country level to develop an action plan from the assessment report in order to
address the identified gaps and improve the design and implementation of the REDD +
program. In Acre, IMC will be developing an action plan with the support of CEVA in 2015.
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Annexes
Annex 1 – List of documents reviewed
Annex 2 - List of participants in each of the review team’s Interviews
Annex 3 – Adoption and use of a participatory, transparent and comprehensive approach to REDD+
safeguards in the State of Acre, Brazil, 2010 to 2015: An outcomes evaluation (published as as
separate document)
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Annex 1 – List of documents reviewed
Filename

Description

Acre indicators with principles and criteria ENG.docx

Acre - Country
Level Principals
and Indicators
Acre indicators ENGLISH.docx
Acre - Country
Level Principals
Only
Acre REDD+ SES process analysis 04-22-14 obs.docx
ACRE Responses
to - REDD+ SES
Secretariat
Analysis
and
Comments on the
Process followed
by Acre to use
REDD+ SES
Relatório de Atividades da Ceva 2011_2012.pdf
ANNUAL REPORT
OF CEVA 2011
and 2012
Relatório de Atividades da Ceva 2011_2012 RT-ENG.docx ANNUAL REPORT
OF CEVA 2011
and 2012
Relatorio_Atividades_CEVA_2013.pdf
ANNUAL REPORT
OF CEVA 2013
Relatorio_Atividades_CEVA_2013 RT-ENG.docx
ANNUAL REPORT
OF CEVA 2013
CHARTER COMMISSION STATE OF VALIDATION AND Charter
MONITORING ENG.docx
Commission State
Validation
and
Monitoring
Check_List_Indicadores+Acreanos_Final.pdf
Check-list
of
criteria
and
indicators
Acre
Social
and
Environmental
Safeguards
ISA
CARBON in SISA
and its programs
REDD+SES Version 2 vs Acre interpretation RT-ENG.docx
Comparison
of
Acre’s
countryspecific

Language

DATED

ENG

n/a

ENG

n/a

ENG

n/a

PORT

n/a

ENG

n/a

PORT

n/a

ENG

n/a

ENG

n/a

PORT

n/a

ENG

Decem
ber,
2012
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REDD+SES Version 2 vs Acre interpretation.docx

Contrato de Contribuição Financeira.pdf

interpretation
against
REDD+
SES V2
Comparison
of PORT
Acre’s
countryspecific
interpretation
against
REDD+
SES V2
Contract Financial PORT
Contribution KfW

Contrato 2_IKFW.pdf

Contract Financial
Cooperation
Program REDD
Secao 1.12_25fev14 - REPARTICAO DE BENEFICIOS Criteria governing
ENG.docx
the sharing of
benefits arising
from the SISA and
carrying
ISA
Carbon Program
Secao 1.12_25fev14 - REPARTICAO DE BENEFICIOS.docx
Criteria governing
the sharing of
benefits arising
from the SISA and
carrying
ISA
Carbon Program
Secao 2 - Salvaguardas RT-ENG.docx
Draft VCS JPD
Section 2
Secao 2 - Salvaguardas.docx
Draft VCS JPD
Section 2
Seçao 6 - 7 Safeguard Information System RT-ENG.docx
Draft VCS JPD
Section 6 and 7
Seçao 6 - 7 Safeguard Information System.docx
Draft VCS JPD
Section 6 and 7
Seçao 6 - 7 Safeguard Information System RT-ENG with Draft VCS JPD
Tables.docx
Section 6 and 7
(with Tables)
Relatorio
de
avanco
IV_REM_Relatorio Financial
anual_2013_monica_revEFA-2.docx
Cooperation
Global
REDD
Program (REM)

PORT

ENG

Decem
ber,
2012

Decem
ber,
2012
Decem
ber,
2013
Februa
ry,
2014

PORT

Februa
ry,
2014

ENG

April,
2014
April,
2014
April,
2014
April,
2014

PORT
ENG
PORT
ENG

PORT

Decem
ber,
2013
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Ajuda Memoria REM Acre_mit_Unterschriften cópia.pdf

Ajuda
Memoria
ALEMANHA.pdf

2_COOPERAÇÃO

FINANCEIRA

Copy of Kopie von REM 2_ previsão
aplicacao2014_15dez13_comentarios-5.xlsx

de

Kopie
von
REM
2_
previsão
aplicacao2014_15dez13_comentarios-5.xlsx

de

REM 1_ previsão de aplicacao2014_15dez2013-3.xlsx

REGIMENTO+INTERNO+-+CEVA bilaws.pdf

International Review in Acre 04-28-14 Portuguese.pptx

Monitoring Socio-environmental safeguards SISA Acre ENG
w LD questions.doc

Monitoring Socio-environmental safeguards SISA Acre
ENG.doc

Manual_de_Monitoramento_de_Salvaguardas_Socioambi
entais_ Sisa_Final.pdf

Financial
Cooperation
Global
REDD
Program
with
signatures (REM)
Financial
Cooperation
Brazil/Germany
Global Program
REM application
forecast 2014
Global Program
REM application
forecast 2014
Global
REDD
Program
SISA/REM
payment on REDD
results
International
regulations
of
validation
and
monitoring
International
Review in Acre
Team Debriefing
Manual
monitoring
Safeguards socioenvironmental
REDD + in SISA
Manual
monitoring
Safeguards socioenvironmental
REDD + in SISA
Manual
monitoring
Safeguards socioenvironmental
REDD + in SISA

PORT

June,
2012

PORT

Novem
ber,
2013
Decem
ber,
2013
Decem
ber,
2013
Decem
ber,
2013

PORT

PORT

PORT

PORT

April,
2014

ENG

May,
2014

ENG

June,
2013

ENG

June,
2013

PORT

June,
2013
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20.05.2013+-+Ata+da+Reunião+dos+Conselhos (1).pdf

20.05.2013+-+Ata+da+Reunião+dos+Conselhos.pdf

Sistematizacao_Final_Workshop_de_Planejamento_CEVA
July 2012.doc
Sistematizacao_Final_Workshop_de_Planejamento_CEVA
July 2012 RT-ENG.docx
Publica+º+úo_lei_2308_SISA.pdf

Publica+º+úo_lei_2308_SISA RT-ENG.docx

publication_SISAlaw_2308_ling_EN1.pdf

Meeting of the
Board
of
Collective
Environment,
Science
and
Technology
(CEMACT), Council
of
Rural
Development and
Sustainable
Forest
(CDRFS)
and Council State
Forest (CFE)
Meeting of the
Board
of
Collective
Environment,
Science
and
Technology
(CEMACT), Council
of
Rural
Development and
Sustainable
Forest
(CDRFS)
and Council State
Forest (CFE)
Planning
operationalization
of CEVA in SISA
Planning
operationalization
of CEVA in SISA
Presentation
of
Incentive system
Environmental
Services
Presentation
of
Incentive system
Environmental
Services
Presentation
of
the System of
Incentives
For

PORT

May,
2013

PORT

May,
2013

PORT

July,
2012

PORT

July,
2012

PORT

n/a

ENG

n/a

ENG

n/a
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Relatorio Salvaguardas Principio 1_Revisado.pdf

Relatorio Salvaguardas Principio 2_Revisado.pdf

Relatorio Salvaguardas Principio 3_Revisado.pdf

Relatorio Salvaguardas Principio 4_Revisado.pdf

Relatorio Salvaguardas Principio 5_Revisado.pdf

Relatorio Salvaguardas Principio 6_Revisado.pdf

Relatorio Salvaguardas Principio 7_Revisado.pdf

Relatorio Salvaguardas Principio 1_Revisado RT-ENG.docx

Relatorio Salvaguardas Principio 1_Revisado.docx

Relatorio Salvaguardas Principio 2_Revisado RT-ENG.docx

Relatorio Salvaguardas Principio 2_Revisado.docx

Relatorio Salvaguardas Principio 3_Revisado RT-ENG.docx

Relatorio Salvaguardas Principio 3_Revisado.docx

Relatorio Salvaguardas Principio 4_Revisado RT-ENG.docx

Environmental
Services
Principal, Criteria,
Indicators
and
Evidence
Principal, Criteria,
Indicators
and
Evidence
Principal, Criteria,
Indicators
and
Evidence
Principal, Criteria,
Indicators
and
Evidence
Principal, Criteria,
Indicators
and
Evidence
Principal, Criteria,
Indicators
and
Evidence
Principal, Criteria,
Indicators
and
Evidence
Principal, Criteria,
Indicators
and
Evidence
Principal, Criteria,
Indicators
and
Evidence
Principal, Criteria,
Indicators
and
Evidence
Principal, Criteria,
Indicators
and
Evidence
Principal, Criteria,
Indicators
and
Evidence
Principal, Criteria,
Indicators
and
Evidence
Principal, Criteria,

PORT

April,
2014

PORT

April,
2014

PORT

April,
2014

PORT

April,
2014

PORT

April,
2014

PORT

April,
2014

PORT

April,
2014

ENG

April,
2014

PORT

April,
2014

ENG

April,
2014

PORT

April,
2014

ENG

April,
2014

PORT

April,
2014

ENG

April,
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Indicators
and
Evidence
Relatorio Salvaguardas Principio 4_Revisado.docx
Principal, Criteria,
Indicators
and
Evidence
Relatorio Salvaguardas Principio 5_Revisado RT-ENG.docx Principal, Criteria,
Indicators
and
Evidence
Relatorio Salvaguardas Principio 5_Revisado.docx
Principal, Criteria,
Indicators
and
Evidence
Relatorio Salvaguardas Principio 6_Revisado RT-ENG.docx Principal, Criteria,
Indicators
and
Evidence
Relatorio Salvaguardas Principio 6_Revisado.docx
Principal, Criteria,
Indicators
and
Evidence
Relatorio Salvaguardas Principio 7_Revisado RT-ENG.docx Principal, Criteria,
Indicators
and
Evidence
Relatorio Salvaguardas Principio 7_Revisado.docx
Principal, Criteria,
Indicators
and
Evidence
Relatorio_Consulta_Publica_Indicadores_Acrianos_8a_Ver Project
"Field
sao_13-02-12.doc
tests of social and
environmental
standards
for
REDD + with the
Program Incentive
Services
is
Ambienta Carbon
Acre"
Anexo
Capitulo Provides for the
Beneficios_Lei_Estadual_n._1426_de_2001_Fundo
preservation and
Florestal.pdf
conservation of
the state forests,
establishing the
State System of
Natural Protected
Areas, the State
creates Forestry
Council and the

2014
PORT

April,
2014

ENG

April,
2014

PORT

April,
2014

ENG

April,
2014

PORT

April,
2014

ENG

April,
2014

PORT

April,
2014

PORT

Novem
ber,
2011

PORT

Decem
ber,
2001
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State Forest Fund
and
other
measures
Apresentacao_Ayri_Recomendacoes_Oficina_REDD+SES_ Recommendation
AM-AC_22-11-12.ppt.pptx
s
of
the
facilitation team
of
Acre
for
deployment and
use of REDD +
Social
and
Environmental
Standards
Relatorio_Consulta_Publica_Indicadores_Acrianos_9a_Ver Report a Public
sao_27-02-12_Contribuicoes_Giselle.doc
Consultation
Indicators
Acrianos
Relatorio_Consulta_Publica_Indicadores_Acrianos_9a_Ver Report a Public
sao_27-02-12_Contribuicoes_Giselle RT-ENG.docx
Consultation
Indicators
Acrianos
Relatorio
de
Monitoramento_ REPORT
Salvaguardas_IMC2014001.pdf
MONITORING
EXECUTIVE
SUMMARY SELFEVALUATION
REPORT OF THE
SOCIAL
AND
ENVIRONMENTAL
SAFEGUARDS
COMPLIANCE AND
SISA
IN
ISA
CARBON
PROGRAM
OF
ACRE
Relatorio de Monitoramento_ Salvaguardas_IMC2014001 REPORT
RT-ENG with LD comments.docx
MONITORING
EXECUTIVE
SUMMARY SELFEVALUATION
REPORT OF THE
SOCIAL
AND
ENVIRONMENTAL
SAFEGUARDS

PORT

n/a

PORT

n/a

ENG

n/a

PORT

April,
2014

ENG

#N/A
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COMPLIANCE AND
SISA
IN
ISA
CARBON
PROGRAM
OF
ACRE
Relatorio de Monitoramento_ Salvaguardas_IMC2014001 REPORT
RT-ENG.docx
MONITORING
EXECUTIVE
SUMMARY SELFEVALUATION
REPORT OF THE
SOCIAL
AND
ENVIRONMENTAL
SAFEGUARDS
COMPLIANCE AND
SISA
IN
ISA
CARBON
PROGRAM
OF
ACRE
Relatorio
de
Monitoramento_ REPORT
Salvaguardas_IMC2014001.docx
MONITORING
EXECUTIVE
SUMMARY SELFEVALUATION
REPORT OF THE
SOCIAL
AND
ENVIRONMENTAL
SAFEGUARDS
COMPLIANCE AND
SISA
IN
ISA
CARBON
PROGRAM
OF
ACRE
Salvaguardas
no
SISA_Revisao Safeguards
for
Internacional_REDD+SES_Giselle_280414.pptx
Carbon
ISA
program and SISA
14.02.2012+Special meeting
+Ata+da+1ª+reunião+da+CEVA+extraordinária+2012.pdf of 1st validation
committee
and
monitoring
of
SISA
14.06.2012+Special meeting
+Ata+da+3ª+reunião+da+CEVA+extraordinária+2012.pdf of 1st validation

ENG

April,
2014

PORT

April,
2014

PORT

April,
2014

PORT

Februa
ry,
2012

PORT

Februa
ry,
63

Comment Overview

Navigate to Table of Contents

17.07.2012++Ata+da+4ª+reunião+da+CEVA+extraordinária+2012.pdf

PPCD++Plano+Estadual+de+Prevenção+e+Controle+do+Desmat
amento+no+Acre.pdf

Secao 2 - Salvaguardas RT-ENG whole document.docx

Secao 2 - Salvaguardas RT-ENG with LD comments.docx

Summary Acre vs REDD+ SES V2 12-12-12 - PORT.DOCX

committee
and
monitoring
of
SISA
Special meeting
of 1st validation
committee
and
monitoring
of
SISA
State plan for
prevention
and
control
of
deforestation in
Acre
Summarize how
the jurisdictional
REDD + program
has
been
developed
and
documented in a
transparent and
Manner
in
consultation with
relevant
stakeholders
Summarize how
the jurisdictional
REDD + program
has
been
developed
and
documented in a
transparent and
Manner
in
consultation with
relevant
stakeholders
(with
LD
comments)
Summary
Comparison
of
Acre’s
countryspecific
interpretation
against
REDD+

2012

PORT

Februa
ry,
2012

PORT

n/a

ENG

n/a

ENG

n/a

PORT

Decem
ber,
2012
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SES V2
Summary Acre vs REDD+ SES V2 12-12-12.docx

SISA_REDD+ SES_Monica_28ABR14.pptx
Sintese_Workshop_Planejamento_Ud_Monitoramento
April 2012.doc

Sintese_Workshop_Planejamento_Ud_Monitoramento
April 2012 RT-ENG.docx

Steps_safeguard_presentation_acre_Pavel_280414.pptx

Fundos_Amazonia_versaorevisao_abr24_final.docx

Relatorio_Workshop_Genero_REDD+_Florestas_Final_And
rea Quesada RT-ENG.docx

Relatorio_Workshop_Genero_REDD+_Florestas_Final_And
rea Quesada.docx

Summary
Comparison
of
Acre’s
countryspecific
interpretation
against
REDD+
SES V2
Summary
SISA
and REDD+ SES
Syntesis
Workshop
Planning
Monitoring
Syntesis
Workshop
Planning
Monitoring
Testing
and
institutionalizatio
n of the REDD+
SES in Acre
Version for review
of the Amazonia
fund
WORKSHOP
GENDER
AND
FORESTRY REDD
+ - Strengthening
the Participation
of Women
WORKSHOP
GENDER
AND
FORESTRY REDD
+ - Strengthening
the Participation
of Women

ENG

Decem
ber,
2012

ENG

April,
2014
April,
2012

PORT

PORT

April,
2012

ENG

April,
2014

PORT

March,
2014

ENG

April,
2012

PORT

April,
2012
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Annex 2 - List of participants in each of the review team’s Interviews
IMC Meeting

Members of the Indigenous Working Group
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CEVA (Standards Committee)

Beneficiaries (small holder producers)

Forest, Environment and Rural Development Councils
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1. The System of Incentives for Environmental
Services – SISA and the ISA Carbom Program
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1.

The System of Incentives
for Environmental
Services – SISA and the
ISA Carbom Program
SISA has a series of programs that encouraThe System of Incentives for Environmental

ge forest conservation and the ISA Carbon Pro-

Services of the State of Acre (SISA), established

gram is its flagship program. This is seen as a

by Public Law 2308, of October 22, 2010, is the

local version of the REDD + program (Reducing

result of discussions and consultations with va-

emissions from deforestation and forest degra-

rious important sectors of society in order to

dation, conservation, sustainable forest mana-

promote the quality of life in a sustainable man-

gement, reforestation and increasing carbon

ner ensuring the preservation of forest assets

stocks) and it is based on incentive mecha-

and improving the quality of life of rural po-

of its long term vision, the Government of the

nisms to productive restructuring of
economic activities for the continued
provision of environmental services
from standing forests. The approach used

State of Acre seeks better management of their

by the ISA program is Carbon stock-flow, and

territories through mechanisms which, in turn,

can be used on highly endangered forests or on

foster sustainable development in the region.

those with low risk of deforestation.

pulations, as well as increased productivity and
income from their economic activities. Because
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2. REDD+ Social and Environmental Safeguards
in the ISA Carbon Program and SISA
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2.
REDD+ Social and
Environmental
Safeguards in the ISA
Carbon Program and SISA

The international initiative that was the basis
for the development of the social and environmental safeguards system of the State of Acre system
is called “REDD + Social & Environmental Standards Initiative (REDD + SES)”. This initiative outlines
the steps necessary for the development of social

Social and environmental safeguards are necessary to ensure that REDD+
programs and projects do not have negative impacts on forest biodiversity
conservation purposes, and do not have
unwanted impacts on local communities, indigenous peoples and traditional
populations.

and environmental safeguards at the level of state
or country and should be employed in REDD+ policies or programs or incentives for environmental
services policies or programs. REDD + SES is a ten-steps process that begins with awareness-raising
meetings for the establishment of governance, creation of committees to adapt international indicators, building national and / or sub-national indicators, public consultations for their validation,

In 2010, 2011 and 2012 the government of the

development of a monitoring plan, development

State of Acre, in partnership with CARE Brazil,

of a program performance report, validation with

worked on a process to adapt the international stan-

stakeholders and ultimately the publication of this

dards of REDD+ safeguards for implementation in the

report. The whole process for building these envi-

State. The product of this building process was a set

ronmental safeguards should ensure transparency,

of Acre Indicators that should work together with

inclusion of stakeholders equitably and most im-

the monitoring of environmental safeguards policies

portantly bring benefits to local communities and

under the ISA Carbon Program in SISA.

natural ecosystems.
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3.
Salvaguardas
Socioambientais de
REDD+ no Programa
ISA Carbono e no SISA

State Commission for
Validation and
Monitoring (CEVA)

Research Corporation (EMBRAPA), Institute for Cli-

velopment Council, as long as it maintains parity

mate Change and Environmental Services Regula-

between government and civil society.

tion (IMCI), the State Attorney General (PGE) and
Secretary of State for the Environment (SEMA),

This governance structure, in turn, also meets

and four representatives of organized civil society

the steps established by the REDD + SES and star-

- Association of Industries of Timber from Forest

ted to exercise the functions of the Local Standar-

To ensure public participation in the
policy for incentive to environmental
services the State Commission for Validation and Monitoring (CEVA) was created under SISA, established by Decree
No. 4.300 of July 18, 2012. The Commission

Management of The State of Acre (ASIMMANEJO),

ds Committee of this initiative. Thus, CEVA must

Central Labor Union (CUT), Amazonia Working

participate in the continuous improvement of So-

Group Network (GTA) and World Wide Fund for

cial and Environmental Standards of the Interna-

Nature in Brazil (WWF Brazil). The number of

tional Initiative, contribute to the comparison and

members of the Commission may be increased by

relationship with other existing standards and en-

decision of the Council Group, formed by the State

vironmental safeguards, analyze and validate the

is composed of eight institutions, four represen-

Council for Environment, Science and Technology,

process of Monitoring, Reporting and Verification

tatives of the Government - Brazilian Agricultural

the Board of Forestry and Sustainable Rural De-

(MRV), relative to compliance with the principles
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3.
and criteria established, and to consider and approve
the Acre indicators to be used in assessing compliance
with said principles and criteria.

CEVA’S ASSIGNMENTS ARE TO:

aEnsure transparency and social control of programs,
subprograms, action plans and special projects of SISA;

aAnalyze and approve proposed rules of this system
presented by IMC;

aWeigh

in about the terms of reference for hiring

independent external audit and define, together with
IMC, the minimum requirements for its approval;

aRecommend the continuous improvement of SISA;
aPrepare and submit annual reports of its activities
to the Council Group;

aRequest information and documents related to the
planning, management and implementation of programs, subprograms and projects linked to the system;

a

Perform the role of Local Committee for REDD+ So-

cial and Environmental Standards of the International
Initiative.
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4.
Salvaguardas
Socioambientais de
REDD+ no Programa
ISA Carbono e no SISA

The process of building
the Acre Indicators
It took almost two years for the develop-

indicators and of the monitoring plan,
adapting them to the needs of the State
of Acre, striving to reduce the number
of these indicators, in order to facilitate
monitoring.

ment and validation of the Acre indicators,

tal safeguards and indicator monitoring processes. This monitoring methodology was reviewed
and validated during a workshop facilitated by
IMAFLORA, CARE and IMC on May 10, 2013 in
Rio Branco that included the participation of
approximately 30 people representing various

when many stakeholders were consulted over

According to the international initiative

relevant stakeholders, such as: Indigenous Pe-

several workshops and preparatory meetings of

steps, the Acre indicators should be monitored

ople Working Group (Indigenous WG), Council

various sectors. Flow Chart 1 below shows all

regularly so that we can inform society where

Group, Cooperfloresta, IPAM, SDS/CECLIMA (Sta-

stages of the process for building the indicators

the Program and the system are in relation to

te of Amazonas), IDAF, OPIAC, SEMEIA, SEPLAN

and the monitoring plan for social and environ-

these indicators. To develop a methodology for

, INCRA, AEAI, AMAAIAC, ASPIRH, SOS Amazô-

mental safeguards of the ISA Carbon Program

this monitoring process, IMC and CARE Brazil

nia, UFAC, ITERACRE, ASIMMANEJO, CREA, CPI/

in SISA. CEVA, working as the Local Com-

have partnered with IMAFLORA, an organization

AC, SEMA, MEP and SEE.

mittee, validated the final version of the

with vast experience in social and environmen-

REDD+ Social and Environmental Safeguards Monitoring Manual in the System of Incentives for Environmental Services (SISA)

11

4.
Flow chart 1: participatory process for building and validating the Acre indicators and the monitoring plan

Development of preliminary
proposal for Acre indicators
by the facilitation team, with
support of consulting firm
Ágape Consultoria e Projetos,
Ltda

Development of preliminary
proposal for verifiers and for
sources of verification
regarding the monitoring
plan of Acre indicators

Development of preliminary
proposal for verifiers and for
sources of verification
regarding the monitoring
plan of Acre indicators

Development of preliminary
proposal for verifiers and for
sources of verification
regarding the monitoring
plan of Acre indicators

Selection of Government
representatives for CEVA by
the Acre State Governor,
during the 1st Regular
Meeting of the Management
Committee for Climate
Change of this Government,
on May 25, 2011

Public consultation about
Acre indicators, including
workshops and sectoral
preparatory meeting

Election of members of
organized Civil Society for
CEVA / CEVA beginning to
function

Oct and Dec 2010

Dec 2010

Mar 2011

May 2011

May 2011

Jul to Sept 2011

Oct 2011

Development of the 2nd
proposal of Acre indicators by
the facilitation team,
incorporating recommendations received during public
consultation

Revision and adjustment of
verifiers and sources of
verification of Acre indicators
monitoring plan by the
facilitation team

Approval of 2nd proposal of
Acre indicators during the
workshop for presentation
and revision of these
indicators, as well as the
verifiers and sources of
verification with CEVA

Receipt of
recommendations from
women participating in the
Gender and REDD+
Workshop, regarding
research and action about
the theme, about the Acre
indicators

Receipt of
recommendations from the
IMC team, which
participated in the Strategic
Planning Workshop of the
IMC’s Department of
Monitoring, about the Acre
indicators and respective
verifiers and sources of
verification

Receipt of
recommendations from the
Indigenous People Working
Group during the work
meeting with the IMC about
the Acre indicators and
respective verifiers and
sources of verification

Development of the 3rd
proposal of Acre indicators
with respective verifiers
and sources of verification
by the facilitation team,
incorporating the
recommendations received
from the above mentioned
groups

Nov and Dec 2011

Jan and Feb 2012

Mar 2012

Mar 2012

Apr 2012

May 2012

May and Jun 2012

Approval of 3rd proposal of
Acre indicators with
respective verifiers and
sources of verification during
their presentation and
revision workshop with CEVA

Development of a Basic
Organizational Structure
for CEVA (Decree 4,300 of
July 18, 2012)

Receipt of recommendations
from CCBA for restructuring
and development of the Acre
indicators monitoring plan
during the visit of CCBA’s
representatives to Acre

Conclusion of the revision
of the 1st version of the
Standards REDD+ SES and
finalizing the 2nd version
of the Standards REDD+ SES
by the International
Standards Committee

Revision and adjustments
of Acre indicators, its
verifiers and sources of
verification and
development of the
monitoring plan of such
indicators by the
facilitation team

Send off of the Acre
indicators monitoring
plan to CEVA to receive
the recommendations
and contributions of its
members

Validation of the Acre
indicators monitoring plan
by CEVA in a dedicated
meeting

Jun 2012

Jul 2012

Sept 2012

Sept 2012

Nov and Dec 2012

Jan 2013

Mar 2013
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and Environmental Safeguards
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5.
The Monitoring
Process of Social
and Environmental
Safeguards

that will continuously improve governmental tools
and will include periodical revisions of the indicators.
Another aspect of the monitoring is related to
the compliance with the social and environmental

This manual presents a process for
monitoring the compliance with the Social and Environmental Safeguards of
REDD+ for the ISA Carbon Program of
Acre’s System of Incentives for Environmental Services - SISA. The process is ba-

safeguards of private REDD+ projects that will be

sed on the Social and Environmental Standards of

systems recognized by SISA.

developed in the State of Acre. Since the Standards
for REDD+ SES have not been developed for private
projects, the monitoring of social and environmental safeguards of these projects will be done through voluntary social and environmental certification

REDD+ SES, however, the indicators from the State of Acre serve the strict purpose of monitoring

Additionally, projects shall be evaluated by the

the safeguards of this state’s public policy. In this

State Commission for Validation and Monitoring –

phase, the Institute for Climate Change (IMC) shall

CEVA and a series of public consultations will be

evaluate if the indicators are being monitored and

conducted to ensure social oversight of the safe-

the safeguards followed in the ISA Carbon Program,

guards in these projects. Only after going through

of the SISA, and in complementary public policies.

these steps any private project will be able to be

This evaluation will result in a public report that

registered, approved and monitored by the juris-

describes the state of compliance of the safeguards.

dictional system of the State of Acre. All the steps

From this report, an action plan will be developed

mentioned above will be detailed in this manual.
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6.
6. REDD+ Social and
Environmental Safeguards
in SISA: monitorning
methodology

Principles & Criteria
REDD+ SES and Acre
Indicators

Check-list for
evaluation of
compliance with
Acre Indicators

IMC: conducts
Self-Assessment
valuation

The flowchart and image below describe the
steps corresponding to the monitoring process of
compliance with the social and environmental safeguards of the State of Acre:

Revision

After 2 years, new
self-assessment

Flowchart 2: Monitoring process of compliance
with social and environmental safeguards by SISA.

CEVA: revises
and validates
self-assessment
IMC: publishes
document for public
consultation.

IMC: Conducts
self-assessments
annually in new REDD+
Public Policies
developed and
implemented during the
2-year cycle.

IMC: implements the Action Plan
and promotes regulation of SISA
with CEVA resources.

IMC: Identifies gaps and positive aspects of the State system.

CEVA: Prioritizes new activities according to the gaps .

Color legend:

CEVA, Council Members & Indigenous WG:
revise e validate the Action Plan
IMC: publishes the document for
public consultation .

Products resulting from IMC evaluation

IMC: Develops an Action Plan to fill the gaps according
to the priorities identified by CEVA.

Civil Society oversight
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6.
Chart 1 below presents the description of moni-

Chart 1: Description of the steps for monitoring safeguards of the ISA Carbon Program of SISA

toring the social and environmental safeguards of
the ISA Carbon Program of SISA.
As described in the Flowchart 2, the monitoring
and continuous improvement cycle re-starts with
a new self-assessment of the state system after a

STEP OF THE
MONITORING PROCESS

Based on the Acre Indicators for social and environmental
safeguards developed and validated by CEVA, a check-list (Annex I)
was created to help with the evaluation of the safeguards compliance
by the ISA Carbon Program of SISA and by state public policies. This
tool will be used for the IMC team and the objective is to identify if
the current tools available in the State of Acre are sufficient to
address the proposed safeguards indicators. In this phase, existing
gaps will be analyzed, as well as mechanisms that currently address
the indicators. Results of this evaluation conducted by the IMC will
be forwarded to CEVA. This evaluation consists in a quantitative
assessment of status and process.

Check-list filled out
containing evaluation of
the Acre Indicators and the
gaps found in the system.

B. 1st revision and validation
by CEVA and publication of
the self-assessment for public
contribution.

CEVA revises and validates the check-list filled out in a concise and
objective manner. The filled out check-list is published in the
website of the State government, of the IMC, of CEVA and of the
REDD Observatory, to facilitate public contribution.

Check-list validated by CEVA
made available on the
internet for consultation.

C. Deveopment of the Action
Plan.

Based on the validated check-list, the IMC identifies gaps in the
system and CEVA prioritizes activities to be conducted based on the
identified gaps.
After this prioritization, the IMC develops an Action Plan where
necessary improvements for the full compliance of the social and
environmental safeguards are defined.

Action Plan establishing
priorities.

D. Revision and validation of
the Action Plan by CEVA, by
the collective Councils, by the
Indigenous WG and public
consultations in general.

The proposal of actions pre-defined by the IMC shall be revised and
validated by CEVA, by the collective Councils and the Indigenous
Working Group, and the document shall be published for public
contribution. If possible, structured public consultations will be
conducted as well. After these revisions, a new document shall
include and consolidate the new recommendations.

Final version of the Action
Plan with public contributions incorporated.

E. Implementation of the
Action Plan

After the consolidation of the Action Plan with incorporation of
society’s contributions, the state government will initiate
implementation of the actions and activities. In this phase, it is
possible that new regulations are developed with CEVA’s
contribution for the enhancement of SISA .

to conduct a review of the Acre Indicators with the
objective of making the system better adapted to
the local reality. Flowchart 2 also takes into acand implemented during the 2-year cycle, that is,
after a complete self-assessment of the State policies. In this case, the process anticipates the IMC
conducting an annual self-assessment only of the
policies that started during the cycle. Based on this
precise and point-specific self-assessment, the consultations and new actions shall be incorporated in
the current Action Plan.

PRODUCT OF
EACH STEP

A. self-assessment of the
state system for monitoring
the safeguards.

period of 2 years . At this stage, it will be possible

count the Public Policies that may be developed

DESCRIPTION OF THE PROCESS

The check-list is composed by the Principles and Criteria of REDD+ SES, by the Acre

1

Indicators and also has room for description of the evidence of compliance with the
safeguards, identification of existing gaps in the system and tips for a successful
self-assessment.
The frequency of monitoring will be every 2 years, where the process ends in the

2

final year of one government and leaves an action plan for the next government.
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7.

Social and Environmental
Safeguards in Private Projects
of the ISA Carbon Program of
SISA: monitoring methodology
In the case of Private Projects of the ISA Car-

Proponent conducts the pre-registration
with IMC

Qualifiers for private projects
validation systems

IMC informs CEVA of
project pre-registration

bon Program of SISA, to be registered and approved, the following steps shall be completed so the

Independent Validation of the project
by a system qualified by the IMC

state monitoring can be conducted:

Flowchart 3: Process for monitoring complian-

Proponent develops Project Definition
Document (PDD)

ce with the social and environmental safeguards
for Private Projects of the ISA Carbon Program
and of SISA.

Proponent applies “IMC Protocol for
Public Consultation and F.P.I.C.”

Validation of the project by CEVA
and Indigenous WG with
participation of specialists

Independent verifications are
submitted to the IMC
Maintenance of project registration with IMC
Color legend:
Products resulting from IMC evaluation

Public Consultation of the
projects’
validation
process is made
available on the
websites of the
IMC, CEVA and
the Independent
Verification
Organizations.

Project is
registered with
IMC

Application of “IMC Protocol for
Public Consultation and F.P.I.C.”

Civil Society oversight
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7.
f. Public Consultation: after validation the pro-

“Qualifiers for private projects validation systems”,

chart under consideration.

ject will remain available for Public Consultation on

and new Public Consultations and FPIC shall be con-

a. Pre-registration: the proponent shall conduct

the IMC, CEVA and Independent Verification Organi-

ducted. These verifications and consultations shall

the Pre-registration of the Project with the IMC,

zations websites

occur in a maximum period of 5 years.

according to the established procedures. The IMC

g. Project registration with the IMC: the pro-

i. Maintenance of project registration*: to

makes information about the requirements available.

ponent shall submit the result of the FPIC and the

maintain the project registered with the IMC, both

b. Project development: the proponent develops

Project Validation Report to the IMC. CEVA and the

the Verification Report and results of the Public Con-

the Project Design Document (PDD) and makes it avai-

Indigenous WG shall also send their project valida-

sultations need to be conducted and submitted to

lable to SISA, after the Pre-registration of said project.

tion recommendation for the IMC analysis. At this

the IMC.

c. Public Consultation: the proponent shall em-

point, the IMC will evaluate the Validation Report,

Ombudsman: formed by the State Secretary of the

the result of the FPIC, the analysis from CEVA and

Environment (SEMA) and the Collective Councils, it

the Indigenous WG and contributions from the pu-

has the function of receiving complaints related to

blic consultations. If all procedures are being follo-

Private Projects developed in the State of Acre. In

wed, the project will be officially registered/accredi-

this case, the ombudsman shall analyze and iden-

ted with SISA. If the documents are not approved by

tify the veracity of the complaint submitted and,

the IMC due to serious complaints, lack of technical

if needed, request suspension or disqualification of

coherence or illegitimacy of the documents, the pro-

the project with the IMC until the issues raised are

ject will be returned to the proponent so that the

resolved the project’s proponent. This action may

necessary revisions can be made. After revisions to

occur at any moment, from pre-registration of the

the project, it can be submitted again to the IMC for

project with the IMC until the maintenance of the

new evaluation and final registration with SISA.

same along the years.

Below is the description of the monitoring flow

ploy the IMC Protocol for Public Consultation and
Free, Prior and Informed Consent (FPIC), described in
Annex II, during development of the Project.

d. Independent Validation: the project shall
pass through an independent validation. This validation follows a set of rules named “Qualifiers for private projects validation systems” described in item 7.1
of this document. The qualifiers define the criteria
to qualify the validation and verification systems approved by the IMC.

e. Validation by Civil Society: the project shall
be made available by the IMC for validation by CEVA
and the Indigenous WG with collaboration of thematic specialists.

h. Independent Verifications: periodic verifications of private projects of the ISA Carbon Program

*Em caso de denúncias, via ouvidoria ou outras formas, o IMC pode descredenciar

and of SISA shall also follow the set of rules named

o projeto até que se resolvam as questões levantadas. Esta ação pode ocorrer
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7.
Qualifying criteria for forest certification or carbon project validation
systems that ensure good compliance with social and environmental safeguards for private projects of the ISA Carbon Program to be recognized by
SISA
Adapted from: “Forest Certification Assessment Guide: A framework for
assessing credible forest certification systems/schemes” WWF/World Bank
Global Forest Alliance. July 2006.
Available at: http://siteresources.worldbank.org/EXTFORESTS/Resources/
FCAG_WB_English.pdf

For a system to qualify with SISA, the process of
certification/verification must include at least the
following elements:
• Mechanisms for transparency:

For a system to be qualified by SISA, the content
of its certification or verification norms must contain, at a minimum, the following elements:
• Full compliance with applicable laws
• Respect for the rights of land ownership and land use
• Respect for the rights of the indigenous peoples and
traditional populations
• Respect for local communities
• Evaluation and mitigation of environmental impacts
• Monitoring of social and environmental impacts

In case of projects that foresee forest exploration
activities the following additional elements also be
taken into account:
• Respect for labor rights
• Worker’s health and safety measures

• certification/verification norms and policies with free
public access
• public summary of certification/verification reports
• Mechanisms for participation:
• public consultation that includes consultation with
local communities and other stakeholders affected by
the project
• participation of main actors and groups of interest in
the processes of development of norms and decision
making about the governance of the system
• Mechanisms for credibility in auditing:
• o independent audits, with field visits for verification
• o certification decisions free of conflicts of interest
• o instruments for resolution of conflicts of interests
• o certification norms with focus on performance and
not on process

• Maintenance of areas of high conservation value
• Implementation of forest management plan

REDD+ Social and Environmental Safeguards Monitoring Manual in the System of Incentives for Environmental Services (SISA)
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June 6, 2016
Governor Edmund G. Brown, Jr.
State Capital, Suite 1173
Sacramento, CA 95814
Re: Support for Sector-Based Crediting for Tropical Forests in California’s Cap-and-Trade
Program
Dear Governor Brown:
As members of the Center for Global Development’s Working Group on Scaling Up PerformanceBased Transfers for Reduced Tropical Deforestation,i we write in our individual capacities to thank
you for your leadership on climate policy and express our support for including sector-based credits
for greenhouse gas emission reductions from tropical forests in California’s regulatory cap-and-trade
program. This action would fight global climate change, reduce costs for California companies and
consumers, provide a host of social and environmental side benefits in partner states, jumpstart
more ambitious climate policies in other states and countries, and once again showcase California’s
global leadership on environment and climate policy.
Climate change affects everyone, but its harmful impacts are felt first and worst by poor people
living in developing countries, who are exposed to bigger storms and declining agricultural
productivity. By fighting climate change, California improves the living conditions of the world’s
poor.
Reducing tropical deforestation is essential to achieving a stable climate. If tropical deforestation was
a country, its emissions would be the world’s third-largest, behind China and the United States and
ahead of the European Union. And because forests can be turned from a source to a sink of carbon
dioxide, stopping tropical deforestation while letting damaged and cleared forests grow back could
counteract more than a quarter of current annual emissions.
At the successful Paris climate conference in December 2015, nearly 200 national governments
unanimously agreed to keep global temperature rise well below 2 degrees Celsius. To achieve this
ambitious goal the Paris Agreement recognizes the central role of reducing emissions from
deforestation and forest degradation, plus forest regrowth (REDD+). Several developed countries
have stepped forward to financially support these activities through public budgets, with some
encouraging results, as described in the report of our working group, “Look to the Forests: How
Performance Payments Can Slow Climate Change.”ii Now, California has the opportunity to be the
first to do so using regulatory compliance markets.
Allowing regulated companies to purchase offsets from sectoral credits from tropical forests would
reduce costs for California companies and consumers. This in turn would let California pursue a
more ambitious future pathway of steadily decreasing emissions at lower cost. While allowing
sectoral offsets from tropical forests would help contain costs, it would not increase the current cap
on the use of offsets.
In partner states, the opportunity to sell emission reductions internationally would turn forest
conservation from an economic burden into an economic opportunity. It would open up the chance
for a greener development path based around compensation for the provision of a global public
Comment Overview
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good. Furthermore, tropical forest conservation provides local environmental services in the form of
cleaner water, cleaner air, and a natural buffer from natural disasters.
If designed well, payments to states for reductions in emissions from deforestation can also produce
social benefits for local people. In several countries, the prospect of results-based payments through
REDD+ has been used by indigenous peoples to accelerate progress toward formal recognition of
their rights to land, as advocates had sought for decades.
California’s leadership on sectoral offsets for tropical forests can spur other states and provinces to
follow. By writing sound standards, California will set the precedent for how to use tropical forest
offsets in cap-and-trade programs worldwide. Thus California’s decision would have outsized
importance beyond the few million tons its companies might buy each year.
California once again has the opportunity to demonstrate global environmental leadership, just as it
did on clean air, fuel-efficient vehicles, carbon trading, and domestic greenhouse gas reductions. We
urge you to support adding tropical forest protection to the state’s climate agenda for the reasons
described above and many more. And, we thank you for your continuing leadership.
Sincerely,
Nancy Birdsall, President, Center for Global Development (working group co-chair)
Michele de Nevers, Senior Associate, Center for Global Development (working group manager)
Arild Angelsen, Professor of Economics, Norwegian University of Life Sciences
Jonah Busch, Senior Fellow, Center for Global Development
Robin Davies, Associate Director, Development Policy Centre, Australian National University
Bharrat Jagdeo, Former President of Guyana
Harrison Karnwea, Managing Director, Forestry Development Authority of Liberia
Rezal Kusumaatmadja, COO, PT Rimba Makmur Utama, Indonesia
William Savedoff, Senior Fellow, Center for Global Development
Frances Seymour, Senior Fellow, Center for Global Development
Michael Wolosin, President, Forest Climate Analytics
Names are signed in our individual capacities and do not necessarily represent the views of the
organizations with which we are affiliated.
Cc:

Matthew Rodriquez, Secretary, California Environmental Protection Agency
Mary Nichols, Chair, California Air Resources Board

The Center for Global Development is a think tank based in Washington, DC that conducts research and analysis
on how policies and actions of the rich and powerful affect poor people in the developing world.
The Working Group on Scaling Up Performance-Based Transfers for Reduced Tropical Deforestation convened from
April, 2014 to October, 2015 to assess factors inhibiting the expansion of international funding for performancebased approaches to reduce deforestation, analyze progress in existing programs, and identify solutions to current
barriers.
i
ii

http://www.cgdev.org/working-group/working-group-performance-based-payments-reduce-tropical-deforestation-win-win
http://www.cgdev.org/publication/ft/look-forests-how-performance-payments-can-slow-climate-change
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June 4, 2016
Jason Gray
California Air Resources Board
1001 "I" Street
Sacramento, CA 95814
RE: Comments on California’s proposed REDD program and linkage with Acre, Brazil
FROM: Barbara Haya, Research Fellow, Berkeley Energy & Climate Institute, University of
California, Berkeley
Dear Mr. Gray,
Thank you for the opportunity to provide comments on California’s proposed REDD program and
linkage with Acre, Brazil, and also for your hard work developing the program. Please find my
comments below, with recommendations in bold. Please do not hesitate to contact me with
questions or requests for further information.
SETTING A CREDITING BASELINE CONFIDENTLY BELOW BAU
Past deforestation rates do not accurately predict future deforestation rates. To avoid nonadditional crediting, ARB’s review of the proposed REDD program should find that without
future jurisdictional own effort, it would be very unlikely for forest carbon loss to be below
the crediting baseline.
Given the range of global and local factors influencing deforestation rates in different regions,
resulting in large annual and decadal fluctuations in deforestation rates in all GCF jurisdictions,
future BAU deforestation rates are fairly uncertainty. ARB has established the requirement that any
uncertainty in estimating emissions reductions from activities participating in its cap-and-trade
program should be addressed with conservative factors and methods. Larger uncertainty requires
more conservative decisions to avoid non-additionality crediting.
The risk of non-additional crediting can be separated into two sources: (1) annual fluctuations in
deforestation rates around the business-as-usual (BAU) average, and (2) uncertainty in the BAU
average. ARB’s decision to fully account for reversals (forest carbon loss above the crediting
baseline) avoids the generation of non-additional credits due to annual fluctuations of deforestation
rates around the BAU average (see comments I submitted in response to the October 28, 2015
REDD workshop for a full analysis supporting ARB’s choice to fully account for reversals.)
I discuss here the risk of non-additional crediting caused by uncertainty in the BAU average. Using
deforestation rate data from Global Forest Watch, I probe how predictive a ten-year average
deforestation rate (2001-2010) is of deforestation rates in the following period (2011-2015). I do this
analysis on 102 subnational jurisdictions that are home to the majority of the world’s tropical
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rainforests—states/provinces/regions/departments of the Amazon, Congo Basin, Indonesia, and
Mexico. Below are graphs of these results for Acre, Brazil and Chiapas, Mexico.
Figure 1

Figure 2
Chiapas, Mexico

Acre, Brazil
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Figures 1 & 2 visually show what this analysis means. In Acre, according to this dataset (which
measures deforestation differently from the Brazilian PRODES dataset used to calculate Acre’s
proposed crediting baseline), average deforestation rates during 2011-2015 are 15% lower than the
2001-2010 average. In Chiapas, deforestation rates are 12% higher.
Table 1, appended to these comments, presents the results for all 102 jurisdictions, ordered from the
greatest drop in deforestation rates to greatest increase between these two periods: 2001-2010 and
2011-2014.
The range of change in deforestation rates during those two periods is very wide, from a drop of
50% in Mato Grosso, Brazil to an increase of 291% in Sud, Cameroon. Thirteen of these
jurisdictions show a drop in deforestation rates by greater than 10%. This means that if these
jurisdictions had implemented a REDD program in 2011 with a crediting baseline equal to 10%
below the average rates during the previous 10-years they would have generated credits without
taking further action (non-additional crediting). Certainly the reductions experienced in some of the
thirteen jurisdictions, including those in Brazil, were a result, in full or in part, of domestic and statelevel efforts to reduce deforestation. Even so, the number of jurisdictions with lower deforestation
rates indicates a risk of non-additional crediting if ARB only looks at the numbers.
Setting a crediting baseline at 10% below the 10-year historical average is not sufficient on its own to
avoid non-additional crediting. To avoid non-additional crediting, ARB’s review of the proposed
REDD program should find that without future jurisdictional own effort, it would be very unlikely
for deforestation rates to be below the crediting baseline.
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ACRE’s CREDITING BASELINE
Acre’s proposed crediting baseline should be lower to avoid non-additional crediting
Acre has proposed a crediting baseline of 496 km2 of forest loss per year, the ten-year average
deforestation rate during 2001-2010 (see Figure 3). This rate does not seem to be low enough to
confidently avoid non-additional crediting. During the 28-year period from 1988 to 2015, major
deforestation spikes occurred in four years—1995, 2002, 2003, and 2004. The 2001-2010 period
proposed for the crediting period includes three of those four spike years. The proposed crediting
baseline rate is higher than the average deforestation rates during 1988-2001 when the large spike in
1995 is excluded and six percent below that average including the large spike (see Figure 3). Future
rates should be lower than past rates due to the influence of the Greenpeace led soy and beef
moratoriums and lasting effects of federal policies already implemented. This implies that there is a
reasonable chance that future BAU deforestation rates will be below 496 km2/y. Further, Norway
has agreed to provide funds to Acre, Brazil, through 2021 as payment for reductions in deforestation
rates achieve (results-based payments).1 Norway’s funds should help pay for some of Acre’s own
efforts to reduce deforestation and should not be double counted with California’s payments.
Figure 3

Source: Brazilian PRODES data http://www.obt.inpe.br/prodes/index.php

Setting the crediting baseline very close to the average rate during 2006-2015 (266 km2/y) rather
than at the 2001-2010 average is more likely to be sufficiently low to avoid non-additional crediting
and reflect jurisdictional “own action.” Such a baseline would represent a past average understood to
be lower than what would have happened without domestic action. Maintaining deforestation rates
close to 266 km2/y should require continued governmental action. Setting a level that is confidently
below BAU avoids the risk of non-additional crediting, reflects some ongoing own-action, rewards
the deep reductions needed to drastically slow and eventually halt deforestation rather than just
postpone it, and would meet an equivalence assessment (see section below on equivalence).
1

Birdsall, N., W. Savedoff & F. Seymour. 2014. The Brazil-Norway Agreement with Performance-Based
Payments for Forest Conservation: Successes, Challenges, and Lessons. CGD Climate and Forest Paper
Series #4
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REDD CREDITS DON’T MEET THE ADDITIONALITY REQUIREMENT IN AN
OFFSETS SENSE
AB 32 defines additionality of an offset credit thus: “the reduction is in addition to any greenhouse
gas emission reduction otherwise required by law or regulation, and any other greenhouse gas
emission reduction that otherwise would occur.”2 Offsets allow an emitter covered under an
emissions cap to reduce emissions outside of the cap in lieu of reductions under the cap. The emitter
must cause emissions to be reduced outside of the cap through the credit purchase for the resulting
credits to “offset” emissions that otherwise would have been reduced under the cap.
A REDD program linkage is unlikely to meet the additionality requirement in the offsets sense of
additionality because it would be very difficult to show that California’s REDD program causes
reductions in deforestation in the linked jurisdiction. First, too many factors affect deforestation
rates. For example, in Brazil, reductions have been affected by the soy and beef moratoriums
catalyzed by international NGOs, national Brazil policy, state-level policy and programs, and
changes in global commodity prices (Nepstad et al. 2014). It is difficult to assess the extent to which
deforestation rates were affected by any one of these factors. Second, the Brazilian government and
Acre have decided to make forest protection a priority for a range of reasons, not just for the global
climate benefits. Brazil has also committed to reducing its deforestation rate as a part of its
commitments under the UN Paris climate accords (in their INDC). They are also receiving funds
from governments internationally to help pay for these efforts, including from Norway as
mentioned above. An effective REDD program is hard to carry out and requires substantial political
will to be successful. The sale of REDD credits can help pay for, and provide legitimacy for, a
government to carry out a program they wish to carry out. But if those payments are the main
motivation for a REDD program, that REDD program is bound to fail; the political will would not
likely be sufficient for an effective REDD program that preserves forests for the long run rather
than just lowering emissions for a short period of time. For all of these reasons, REDD credits
would not be considered additional as offset credits. Income from REDD credit sales would
support state efforts, but the causal link between California’s REDD program and the
reductions achieved cannot confidently be made.
EQUIVALENCE
ARB’s choice to link with Acre puts its REDD program in a linkage space rather than an offsets
space. This is necessary because the program would not pass the additionality requirements for
offsets credits, as described just above. There has never been a linkage between an industrialized and
a developing jurisdiction (an Annex 1 jurisdiction and a non-Annex 1 in UNFCCC parlance). So
California is forging ahead into new territory.
For evaluating equivalence, it helps to note some important characteristics of a linkage between
economy-wide cap-and-trade programs like California’s and Quebec’s:
1. California and Quebec both have legally binding caps; both jurisdictions are buying and selling
credits, not just selling credits.
2

Cal. Health & Safety Code § 38562(d)(1)-(2)
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2. Both targets are ambitious; net credit sales from one jurisdiction to the other will only occur if
the ambitious reduction target is achieved and exceeded. Trading is viewed primarily as a way to
facilitate joint achievement of the targets, rather than as a source of revenues for reductions
below the target.
3. Fundamentally, emissions reductions from any one jurisdiction do little to mitigate global climate
change; jurisdictions adopt emissions targets to encourage other jurisdictions to accept
comparable commitments.
4. California’s and Quebec’s targets and policies to meet those targets are expected to be
permanent reductions in a progression towards the long-term deep reductions needed to keep
global temperatures below a two degree increase. If either jurisdiction abandons their efforts and
lets emissions rise again it would break from the fundamental purpose of the agreement – longterm cooperative action towards the deep reductions needed to avoid a temperature increase
above two degrees Celsius.
One important difference between the California-Quebec linkage and this proposed REDD linkage
is that the REDD linkage is between two jurisdictions with substantially different levels of wealth
and responsibility for causing climate change, (with “common but differentiated responsibilities and
respective capabilities” in UNFCCC parlance). Distinctions between who should reduce and who
should pay for those reductions have been a central point in discussions about equitable global
climate change cooperation.3 Common but differentiated responsibilities justify financial flows only
in one direction (that California’s cap is legally binding and Brazil is not). It also justifies that Acre
should receive international support for some of the “own effort” part of its REDD program.
It is well accepted that Annex 1 jurisdictions have an obligation to both reduce their emissions AND
support reductions in non-Annex 1 jurisdictions. A credit-generating REDD program creates a way
for those two obligations to be traded-off for one another. Like with emissions trading, trading of
two different obligations might make sense if sufficient targets are set for both. But under
California’s REDD program, California has only established a target for reducing its emissions, and
not for providing REDD support.
If California cannot claim responsibility for causing Acre’s reductions below the crediting baseline,
what then justifies California avoiding reducing its emissions because Acre has reduced its
deforestation rates below the baseline? In the linkage world, as discussed above, two jurisdictions
take on targets, and decide to work together to lower the costs of meeting those targets for both
parties, on a path towards deep long term reductions.
I don’t aim to provide a complete answer as to what equivalence means between an Annex 1 and
non-Annex 1 jurisdiction. California is wading into territory that has not yet been agreed under
international climate change negotiations. But I do highlight several things that are clear. ARB in
assessing the equivalence of a jurisdictional REDD program should only link to a REDD program if
the following is true:
The REDD crediting baseline must be clearly below BAU and require substantial own effort to be
achieved. With a linkage between Annex 1 and non-Annex 1 jurisdictions the non-Annex 1
jurisdiction would intend to reduce forest loss below the crediting baseline so that credits are
3

See the Greenhouse Gas Development Rights as one carefully thought through analysis of how
obligations can be equitably distributed, http://gdrights.org/, accessed May 19, 2016
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generated, but the crediting baseline should be clearly and conservatively below BAU requiring own
effort to be achieved. The efforts taken to reduce deforestation rates must start to move towards
lasting changes that protect forests in the long run. They must address the main drivers of
deforestation and not just the low hanging fruit that can slow deforestation temporarily. The
jurisdiction must have demonstrated the capacity and motivation to reduce deforestation rates
through the success of its existing REDD program. These should be criteria of the equivalence
determination. Additionality in the offsets sense of the term (the purchaser reduces someone else’s
emissions instead of their own) is not confidently achieved with a jurisdictional REDD program.
Equivalence in a linkage sense comes from the cooperative agreement to transform the economy
towards ever deeper reductions in the sectors covered.
ARB, when reviewing a jurisdiction’s REDD program for possible linkage, should only link
to a jurisdiction if their REDD program meets the following criteria. The REDD program:
!
Has already achieved reductions
!
Addresses the main drivers of deforestation
!
Would lead to lasting changes to the forest sector and the economy in line with changes
needed to substantially slow and eventually halt deforestation
!
Uses a crediting baseline that requires substantial own effort
The justification for these findings should be made publicly available.
LEAKAGE
ARB proposes two possible options for addressing leakage. The first option proposes to monitor
whether the state continues to produce the same quantities of deforestation-driving commodities,
such as beef, soy, palm oil and timber; if production decreases, the deforestation associated with
producing those products elsewhere will be attributed to the REDD program. Here I raise a
question – Deforestation rates fluctuate widely year-to-year. How well is the production of
deforestation-driving commodities correlated with changes in deforestation rates? This ARBproposed method of addressing leakage would only work if deforestation and the tracked
deforestation-driving commodities are very well correlated; otherwise the leakage assessment may
just be estimating noise rather than causation.
SOCIAL & ENVIRONMENTAL SAFEGUARDS
REDD is being considered for implementation in forest areas where people live, following, in most
forested areas of the tropics, a long history of contested extraction and displacement and
dispossession of communities living in the forests (Larson & Ribot 2007). When programs are
implemented in the context of large imbalances in wealth and power, more likely than not, those
who are better able to capture the program benefits will, at the expense of those less able to. So the
outcomes of REDD projects and programs so far are not surprising.
Case studies from over the world have documented how REDD programs have lead to
displacement and dispossession of forest communities, in Brazil, Cameroon, Ethiopia, Indonesia,
Laos, Madagascar, Nigeria, Tanzania, Vietnam and elsewhere (e.g. Ingalls & Dwyer 2016, Corson
2011, Pokorny, Scholz & de Jong 2013, Kelly & Peluso 2015, Beymer-Farris & Bassett 2012,
McElwee 2016, Asiyanbi 2015, Osborne, Bellante & Hedemann 2014). These studies and others
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document how REDD policies often do not address the main drivers of deforestation but instead
target small holders, which is politically easier. This has lead to restrictions of their traditional and
livelihood uses of the forest, while REDD benefits go to larger players (e.g. Osborne et al. 2014,
Ingalls & Dwyer 2016). Creating new conservation areas also often involves dispossession of forest
communities (e.g. Kelly & Peluso 2015, Corson 2011). Even in Acre, indigenous communities have
blamed the government for inadequate consultations, forced dispossession (restricted use of the
forest for subsistence agriculture), and violence against those protesting the REDD program
(Faustino & Furtado 2014).
Some of these studies describe jurisdictional REDD programs which involve multiple programs and
government policy (Acre, Brazil; Cross River State, Nigeria) and some of these studies describe
REDD projects of the type that are expected to be a part of an expanded jurisdiction-wide REDD
strategy, like the establishment of conservation areas, or projects that pay farmers to change their
land use practice. Therefore, the types of negative outcomes documented in these studies are
relevant to California’s proposed jurisdiction-scale REDD program.
Mandated social and environmental safeguards can improve program outcomes but often fail to
avoid harm and achieve the listed requirements (prior and informed consent, etc.). This is due to the
subjectivity involved in carrying out the policies and evaluating a project against the standards. The
priorities and motivations of those carrying out the policies and evaluations have a larger influence
on project outcomes than externally imposed standards. For example, the quality and outcomes of
public consultations and prior and informed consent requirements have varied widely. It is easy to
check the “public consultation” box by holding a publicly announced meeting, without effectively
informing communities of what a project means to them, creating a meaningful discussion that airs
and resolves differences, and incorporating stakeholder decisions into project decisions (World Bank
2000, Chambers). Poor-quality consultation is commonplace (e.g. McElwee 2016). The evaluation of
social and environmental impacts, too, is often subjective, and it has been common for benefits to
be exaggerated, and risks to be ignored in impact reports. This can partially be explained by the
conflict of interest verifiers hired directly by project implementers have to provide a positive
assessment to be hired again. Putting in place social and environmental safeguards is better than not
doing so. Such safeguards give communities impacted by projects standards against which to protest
projects. Though they have so far been insufficient to ensure that the standards are actually met.
ARB should:
1. apply their evaluation of social and environmental safeguards to past forest and rural
development programs rather than just to future promises. If forest projects and
programs have involved violence, displacement without prior and informed consent,
or harmful conflict, externally imposed safeguard policies are not an assurance
against future harm.
2. conduct further research to understand the best standards to apply and the additional
conditions that should be in place on the ground that would better indicate whether
ARB’s social and environmental goals will be met.
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ARB’s PROCESS OF EVALUATING A JURISDICTION’S REDD PROGRAM
The quality of a program cannot be broken down into a bullet point list of requirements. ARB must
thoroughly understand the history of forest policy and REDD efforts in the jurisdiction to assess
whether there is an interest and capacity in adhering to the social and environmental safeguard
principles, and to see if the program indeed addresses the major drivers of deforestation and reflects
the changes to the land use sector necessary to slow down and bring an end to deforestation in a
sustainable manner (without harming communities and bringing about other environmental
impacts).
Gaining an understanding of the current and past REDD program and forest policy involves
collecting information from a range of sources. ARB must find a way to do the following or
should not take on the risks associated with linking with another jurisdiction's REDD
program: Speaking to vocal opponents and supporters of REDD; Speaking to individual
researchers from think tanks, academia and NGOs who have done field research on REDD in the
specific jurisdiction and in other states/provinces in the same country; Speaking with individuals
involved in REDD and forest policy from the state and local governments, local communities, and
NGOs and to the individuals they recommend. It is my experience as a researcher that it takes
multiple conversations with many people working in a sector from different vantage points to
understand what is happening. And even though different people may have opposing claims, a
cohesive picture does emerge. This work is not too difficult or time consuming, and is necessary
before choosing to take the risks associated with linking with another jurisdiction's REDD program.
Barbara Haya
Research Fellow
Berkeley Energy & Climate Institute
University of California, Berkeley
bhaya@berkeley.edu
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Table 1 – How predictive are the 2001-2010 deforestation rates of 2011-2014 deforestation
rates?
Average deforestation rates during the 2011-14 period are these percentages higher or lower than
the average during 2001-10. (The figure of -50% for Mato Grosso means that the average
deforestation rate in 2011-2014 is half of the average rate in the previous 10-year period.)
Brazil
Brazil
Brazil
Colombia
Indonesia
Colombia
CAR
Venezuela
Bolivia
Brazil
Indonesia
Ecuador
Mexico
Indonesia
Colombia
Mexico
Indonesia
Colombia
Bolivia
Indonesia
CAR
Venezuela
Colombia
Indonesia
Indonesia
Bolivia
Brazil
Mexico
Indonesia
Brazil
Brazil
Gabon
DRC
Mexico
Indonesia
Indonesia
Colombia
Indonesia
Indonesia

Mato Grosso
Rondonia
Roraima
Vichada
Sulawesi Utara
Meta
Mambéré-Kadéï
Amazonas
Pando
Acre
Maluku Utara
Zamora-Chinchipe
Campeche
Central Kalimantan
Guaviare
Quintana Roo
Jawa Barat
Guainía
La Paz
Jambi
Sangha-Mbaéré
Bilovar
Caquetá
Gorontalo
Jawa Tengah
El Beni
Amazonas
Tabasco
Sulawesi Barat
Pará
Amapá
Ogooué-Lolo
Kasai-Occidental
Chiapas
Sumatera Utara
Riau
Vaupes
Nusa Tenggara Timur
West Papua (Irian Jaya

-50%
-46%
-38%
-35%
-31%
-29%
-29%
-25%
-17%
-15%
-12%
-11%
-11%
-10%
-9%
-4%
-3%
-2%
0%
1%
3%
4%
5%
6%
6%
8%
9%
9%
10%
10%
10%
11%
12%
12%
12%
12%
14%
15%
16%
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Barat)
Indonesia
Brazil
Indonesia
Indonesia
Indonesia
Indonesia
Indonesia
Gabon
Colombia
Venezuela
Indonesia
Indonesia
Guyana
Peru
DRC
Indonesia
Peru
CAR
Republic of Congo
Mexico
Indonesia
Gabon
Brazil
Ecuador
Peru
French Guiana
Gabon
Indonesia
Colombia
DRC
Indonesia
DRC
Indonesia
Republic of Congo
Peru
Peru
DRC
Ecuador
Republic of Congo
Republic of Congo
Republic of Congo
Indonesia
Peru
Indonesia
Peru

Sulawesi Tenggara
Tocantins
Sulawesi Tengah
Lampung
Sulawesi Selatan
Bengkulu
Sumatera Barat
Nyanga
Putumayo
Delta Amacuro
Maluku
Nusa Tenggara Barat
(country-wide)
San Martín
Kasai-Oriental
Bangka-Belitung
Cusco
Lobaye
Kouilou
Jalisco
Jawa Timur
Haut-Ogooué
Maranhao
Sucumbios
Amazonas
(country-wide)
Ogooué-Ivindo
Sumatera Selatan
Amazonas
Kivu
South Kalimantan
Bandundu
Aceh
Likouala
Madre de Dios
Junin
Orientale
Orellana
Niari
Cuvette-Ouest
Cuvette
West Kalimantan
Huanuco
East Kalimantan
Loreto

16%
19%
20%
20%
20%
21%
22%
23%
28%
28%
28%
28%
29%
31%
34%
34%
34%
36%
37%
38%
38%
40%
41%
42%
45%
48%
48%
48%
52%
54%
59%
62%
65%
68%
70%
71%
72%
73%
79%
80%
82%
85%
85%
86%
87%
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Ecuador
Cameroon
DRC
Ecuador
Gabon
Peru
Cameroon
Cameroon
Indonesia
Peru
Gabon
Suriname
Nigeria
Republic of Congo
Gabon
Equatorial Guinea
Cameroon
Gabon
Republic of Congo
Gabon
Cameroon

Morona-Santiago
Est
Equateur
Pastaza
Moyen-Ogooué
Pasco
Sud-Ouest
Littoral
Papua
Ucayali
Ogooué-Maritime
(country-wide)
Cross River State
Sangha
Ngounié
(country-wide)
Centre
Estuaire
Lékoumou
Wouleu-Ntem
Sud

90%
94%
95%
99%
103%
109%
112%
113%
116%
116%
120%
142%
145%
154%
164%
174%
181%
208%
234%
247%
291%
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June 1, 2016
Governor Edmund G. Brown, Jr
c/o State Capitol, Suite 1173
Sacramento, CA 95814
Re: Tropical forest protection in AB 32
Dear Governor Brown:
On behalf of the organizations listed below, we are writing to thank you for your leadership in
climate change solutions and to express our support for including greenhouse gas (GHG)
reductions from tropical forests into California’s regulatory cap and trade program. This action
will make an important contribution to the global climate and to California’s climate program; it
will reduce carbon pollution, produce many co-benefits, increase the competitiveness of
California industries and perpetuate California’s global leadership on the critical issue of our
time. As you have said so often, the time for action is now, and re-asserting California’s
leadership in the protection of tropical forests is a critical, essential action that California can
take to help stabilize the climate and maintain a livable planet.
Tropical forests are one of humanity’s best opportunities to prevent dangerous warming of the
planet1, defined by scientists as a global temperature increase beyond 3.6 degrees Fahrenheit, or
2 degrees Celsius. By slowing the carbon pollution caused by the clearing and degradation of
tropical forests2 and by enhancing atmospheric carbon absorption by recovering and re-growing
tropical forests3, one fourth or more of global carbon emissions could be neutralized. This is
bigger than all of the emissions of the United States and equivalent to China’s current emissions
levels.

1

http://unfccc.int/resource/docs/2009/cop15/eng/11a01.pdf

2

Sixteen to nineteen percent of global emission
Currently eight to eleven percent of global emissions

3
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Thanks to your leadership, California is better positioned than any other nation or state in the
world to seize this remarkable opportunity, preventing human suffering across centuries that will
be caused by extreme climate change. The international sector-based offset provision would send
a desperately needed signal to tropical forest states and provinces around the world that keeping
forests standing is recognized and rewarded. We also commend you for recognizing this
imperative by including natural and working lands as the fifth pillar of your climate change
strategy earlier this year and by signing the “Rio Branco Declaration” in 2015, signaling support
to the tropical states and provinces of the Governors’ Climate and Forests Task Force that are
striving to slow emissions from tropical forest destruction. By acting now to foster lowdeforestation economic development in tropical states and provinces in California’s climate
program, California will demonstrate how its climate program, and potentially others, can help
slow deforestation, reduce global GHG emissions and help set a precedent for the global
community to follow.
There are additional benefits to California from halting tropical deforestation. As noted in a 2013
study by Princeton scientists, tropical deforestation could reduce the snow pack in the Sierra
Nevada by altering the jet stream and the path of storms.4 Tropical deforestation, like the El Niño
event that we are experiencing now, changes the temperature of the land, shifting global climate
patterns with unpredictable and often undesirable outcomes. The implications are clear; reducing
tropical deforestation can reduce impacts of climate change in California and help mitigate
drought. Outside of California, it can produce many other important benefits to people and
nature. For example, in addition to climate stabilization, reducing tropical deforestation, and the
sustainable development that carbon markets like California’s can incentivize, can create a new
model of rural development for states and other jurisdictions and help alleviate poverty in
indigenous and rural communities around the globe; it can also promote food security, both in
California and globally, and can help preserve biodiversity and potential cures for disease.
The importance of reducing emissions and protecting forests was included in the UN climate
change agreement last December; in parallel, more than 100 countries listed emission reductions
from the land sector as part of their national action pledges. By including GHG reductions from
tropical forests in its regulatory cap and trade program, California can set the bar for crediting
high-quality, credible programs that reduce deforestation across an entire jurisdiction’s forest
sector, a model that could be followed by other governments to fulfill their Nationally
Determined Contributions. A California model would also help the twelve tropical forest states
that are part of California’s Under 2 MOU Coalition meet their emission reduction pledges,
important given that tropical deforestation is the largest total source of emissions reductions in
the Under 2 MOU. In addition, California is poised to create a gold standard for international
sectoral offsets for the very substantial GHG Market Based Measure under discussion in the
International Civil Aviation Organization.
California has the opportunity to again demonstrate global leadership and make meaningful
progress on climate change, this time by adding tropical forest protection into its climate
(Princeton 18, 2015). Medvigy, D. et al., Simulated Changes in Northwest U.S. Climate in Response to
Amazon Deforestation (2013) J. Climate, Vol. 26, at pages 9125 and 9132, available at
http://www.princeton.edu/scale/publications/Medvigy_etal_2013.pdf.
4
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program. We urge you to support this important addition to the state’s climate agenda for the
benefits described above and many more. For more information, please see:
www.forests4climate.org. We thank you for your continuing leadership and remain committed
to helping you achieve your vision for global climate action.

Sincerely,
Louis Blumberg, the Nature Conservancy

Christina McCain, Environmental Defense Fund

Gustavo A. Silva-Chávez, Forest Trends

Nigel Sizer, President, Rainforest Alliance

Dan Nepstad, Earth Innovations Institute

Laurie Weyburn, Pacific Forest Trust

cc:
Matthew Rodriquez, Secretary, California EPA
Mary Nichols, Chair, Air Resources Board
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Dear CARB officials,
Thank you for letting me the opportunity to express some comments in relation to the design
of a jurisdictional REDD+ offset framework involving the Air Resource Board of the State o
California.
I am a PhD candidate in environmental science from the Autonomous University of Barcelona
(Spain). My dissertation intends to study the governance of a federal scheme of payments for
forest conservation, in one of the government-labeled “Early REDD+ actions areas” in the
southwest of the state of Chiapas, Mexico (which belong to the same framework that the
Yucatan Peninsula mechanism that is described in page 19 of the April 28 presentation on
social and environmental safeguards).
While I am quite convinced of the mutual benefits that jurisdictional REDD+ can bring to
taxpayers of the state of California as well as those in a participant jurisdiction such as the
state of Chiapas, I would like to raise some concerns about the design and the potential of such
scheme in light of ongoing scientific debates on incentive-based mechanism and the
contextual knowledge I have accumulated by working on forest conservation policies in the
state of Chiapas. If I understand correctly your white paper, the goal of a jurisdictional REDD+
approach is to obtain real, permanent, quantifiable, verifiable, enforceable, and additional
emissions reductions. The jurisdiction must then demonstrate how emissions reductions in
forest sector are fostered, while respecting safeguard and guidelines of the agreement, in
exchange of monetary compensation. In turn, the jurisdiction has a relative flexibility in
deciding how emissions reductions are reduced, considering own strategy and ability. In
Chiapas, I expect the jurisdiction to focus its strategy on a model of payments for ecosystem
services implemented on communal and private forests, as it is the more direct and verifiable
mechanism. Besides, Mexico has a significant experience in running such model at large scale.
I will start my comments by briefly describing the current architecture of forest conservation
mechanisms in Chiapas. I will then highlight the critical importance of community institutions
in incentives for avoiding deforestation. I will conclude my comments by pointing the
complexity and uncertainties inherent to REDD+ offsets.
I)

Forest conservation mechanisms in Chiapas

Since 2003, the Mexican federal government has implemented one of the largest schemes of
Payment of ecosystem services (PES) focused on forest conservation in the world. PES can be
roughly define as conditional cash transfers based on a pluri-annual contract providing
monetary compensation for active or passive forest conservation activities. The National
Forestry Commission (CONAFOR) is the governmental agency in charge of the program and so
far more than 2.6 millions of ha of forest have been included in the program. The program has
evolved considerably since a decade. The current rules of operation define the extent of
annually eligible areas, currently around 35 millions of ha, obtained by taking into account
forestry ecosystems likely to provide hydrologic services or enhancing biodiversity
conservation. Forest-owners located within eligible areas can submit a project proposal to
CONAFOR. The agency ranks all the received proposals using explicit criteria characterizing the
importance of each project (proxies for risk of deforestation, involvement of forest owner in
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other environmental initiative… ). Selected applicants receives annual payments in exchange of
the adoption of a forest management plan composed of restrictions of land use change and
calendar of conservation activities to be performed during the five years of the contract. A part
of the budget is allocated to technical assistance through a contract with a certified consultant
in charge of designing and monitoring the forest management plan.
Since 2010, PES intervention model has been diversified through two other schemes
sponsored by CONAFOR. On the one hand, a framework for local Payments has been
established, in which a joint fund (50%/50% structure) between CONAFOR and another party
(e.g. NGO, business, state or municipal government) is created for 10 years. The procedural
rules are similar than in the federal scheme but the implementation area is chosen by the
second party and limited to few forest-owners. The forest management plans are tailored to
the specific drivers of deforestation in the area, as well as the preferences of the second party,
which are generally stricter but more integrated than in the federal scheme (e.g. broader than
restrictions on land-use change by including elements such as environmental education,
institutional coordination, development projects,..).
On the other hand, CONAFOR has also concentrated portfolios of instruments in 3 special
areas facing high risk of deforestation (Coast of Jalisco, Peninsula of Yucatan and east of
Chiapas). These areas have been labeled as “early REDD+ action” areas and here also the
intervention model is inspired by the federal scheme but with more elaborated forest
management plan eventually open to reforestation and sustainable use of forests. This model
relies on public budget but try to foster institutional coordination between several federal and
state agencies. Chiapas Secretariat for Environment and Natural History (SEMAHN) is notably
represented in the steering committee of REDD+ area for the state of Chiapas.
These varieties of PES schemes are generally compatible with other mechanisms such as
protected area and hence have been implemented in communities located in buffer and
transition areas of biosphere reserves. PES schemes appear as a flexible and effective
mechanisms and available expost impact assessment suggests a modest but positive causal
effect on avoided deforestation. Subsequently, defining the business as usual baseline should
probably take into account significant reduced rate of deforestation since 2010 compared to
previous decades.
These contextual elements are critical in the discussion of jurisdictional framework because
they demonstrated that Mexico has experience in the design of an effective and accountable
forest conservation mechanism but that such experience has been concentrated at the federal
level. These last years, however, CONAFOR agency operates with a reduced budget, with cut
on the human resources but also on the number of participants annually selected. REDD+
offsets are then a particularly interesting option for Chiapas state government to both increase
its competencies and provide tangible benefits to its rural population while adapting to climate
change. Key points to take into account should be the constitutionality of such an agreement,
and I guess it is a point valid for both the state of California in the US and the State of Chiapas
in Mexico. Furthermore, the challenge for Chiapas government will be the promotion of such a
mechanism among civil society, as sovereignty, opposition to commodification of forests and
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threats to land tenure are very likely to crystallize social movements reluctant to most of
policies perceived as neoliberal.
Chiapas is a very heterogeneous state considering environmental factors, ethnic groups and
economic development. Many forest owners of the Eastern parts of the state, where the 1994
neozapatist uprising started in response to NAFTA, lack of trust in many governmental
interventions but also business activities. It is important to note however that despite such
opposition, many communities have been involved in payments or early REDD+ initiatives.
Indeed, many relatively landlocked communities (i.e. poorly integrated with statal or regional
markets) are facing an important cash constraint. Furthermore, NGO or independent
consultants have been able to convince communities to participate by reducing their
uncertainties on the purpose of conservation policies. Cases of community expulsed from
protected areas or blackmail to trade property rights in exchange of access to governmental
social programs have occurred in this area. Intermediaries facilitate the dialogue between
governmental agencies and communities by increasing trust and reciprocity between both
parties. The experience of CONAFOR has also reinforced the regulation of these intermediaries
after 2008 in order to prevent the risk that they use their privileged position to gain benefits
over the communities who contract their expertise.
II)

Avoiding deforestation in commonly-owned forests

It is understandable that contextual elements appear poorly relevant for California lawmakers
as, in a jurisdictional REDD+, all the elements should in principle be addressed by the
contracting party, this one being in charge of demonstrating the effectiveness and
accountability of mechanism and the respect of social safeguards. The white paper
acknowledges the importance of rights and tenure of communities and the attention paid to
safeguards demonstrate CARB commitment to transparent and informed consent. However, I
would like to highlight that communities involved much more than tenure rights. Indeed,
communities are also characterized by their local institutions such as rules of decisions making
and management of natural resources, and we lack evidence on how conservation
intervention are able to recraft these rules toward better conservation outcomes.
In Mexico, more than 60% of forests are owned by communities. There exist at least three
collective property regimes, namely indigenous communities, rural communities and rural
settlements. These regimes differ in term of custom and level of collective organization, but
faces comparable coordination dilemma between individual households and collective action.
Broadly speaking, communities are organized by an assembly of right holders who take
decisions on most of the rules in vigor in the community. The assembly is in charge of electing
a legal representative, who is also responsible for community management and executing
assembly decisions. Within communities, forests can be managed in commons or be divided
into individual parcels. In both cases, community rules usually clarify and enforce the rights
and duties of every community members and even if forests are individually owned, collective
duties or benefit-sharing agreement can be required by the assembly.
In that context, contract-based conservation usually transits through community institutions.
Assembly should decide, by consensus or majority, the participation or renewal of such
contracts. In fact, such decisions are sometimes taken by a community elite holding better
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abilities to persuade their peers or take decisions without collective discussions on the topic.
While some communities have transparent or consensual decision-making procedures, many
communities are characterized unequal access to decision-making, even if community local
representative is changed every three years. Communities are quite conflictive organizations
when decision-making lack of legitimacy and equity as perceived by community members.
Conservation contracts can reinforce some structural inequalities by reinforcing prestige and
material benefits of some leaders at the expense of other community members.
Empirical and experimental evidences have highlighted the fact that payments can (often but
not always) enhance rapid conservation outcomes resulting from high contract compliance.
However, the same corpus of evidences also suggest that payments can also crowd-out preexisting pro-social or pro-environmental social norms, eventually resulting in poor
conservation outcomes. Furthermore, conservation contracts are implemented in complement
with land use restrictions, in the sense that they are often instrumental to a stronger
governmental control on community forests where federal law was poorly enforced before.
Therefore, framing incentive-based contracts is as important as the contract terms in
motivating long-term conservation practices among forest-owners. Indeed, issues of legitimacy
and equity could in many cases undermine community cohesion and reduce trust toward state
agencies, leading to ineffective interventions.
In that context, short or medium term conservation contracts are usually insufficient to
increase abilities of community to adopt and enforce their own system of sanctions and
rewards corresponding to the ideal-type of sustainable self-governance. Important
coordination efforts appear critical to embed conservation planning into community
institutions and convince community members that conservation contributes to their
livelihoods, which is often far from evident. Such coordination efforts are facilitated by
adaptive management of incentives for conservation, i.e. state agency and communities are
able to discuss strategies and goals in order to foster a transformative process of community
institutions. Therefore, intervention should be flexible enough to take into account
heterogeneity of contexts but also learn from miscomprehension, conflicts and uncertainties
created by the intervention.
Some cases of successful transitions appeared to emerge in Chiapas but they are never based
on a sole mechanism but rather on the articulation of various interventions associated with
community empowerment. In all these cases, permanent presence of international NGO
funded by private foundations have played a critical role in adaptively manage opportunities
and barriers to accompany this transition. These cases do no call necessarily for managing
intervention through private foundations, but at least to the emergence of local organizations
able to coordinate such community transitions in a transparent and participative way. Such
intermediary organizations are expected to reduce transaction costs by enhancing
participation and compliance while better tranform long-term conservation goals into regular
activities.
III)

Suggestions to CARB

Beyond these governance and contextual factors, REDD+ offsets are very complex mechanisms
and we lack accurate understanding on their potential to contribute to avoid deforestation and
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therefore fulfill their long-term objectives. Procedural rules favoring short-term accountability
and effectiveness are often prioritized over legitimacy, equity and permanence while there are
no reasons to give more weight to some criteria at the expense of others. I encourage CARB to
not try to look for the optimal framework for cost-effectively offsetting reduced emissions but
rather as thinking about how they can provide incentives for the jurisdictions to learn how to
coordinate transitions toward sustainable practices.
Evidence are scarce, if not inexistent, of a causal link between an intervention and permanent
avoided deforestation. Incentives often take the form of static signal when forest-owners take
decision in a dynamic and uncertain context. If law enforcement and national programs
haven’t be able to achieve by themselves enough emissions reductions likely to be counted as
offsets, I doubt that a complex transnational mechanism will provide better long-term
outcomes. At least in initial phase of implementation, processes are as important as expected
outcomes.
I thank you for taking into account my comments. If necessary, I can provide references of
academic articles and reports highlighting the points developed.
With regards,
Sébastien Costedoat
PhD candidate in environmental sciences
Laboratory for the Analysis of Socio-Ecological Systems in a Global World (LASEG)
Institute of Environmental Science and Technology (ICTA)
Autonomous University of Barcelona (UAB, Spain)
sebastien.costedoat@uab.cat
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A submission to the California Air Resources Board
Comment on REDD+ readiness implementation in Cross River, Nigeria
19th May, 2016.
Adeniyi P. Asiyanbi
Doctoral Researcher,
King’s College London, University of London, UK.
Email: adeniyi.asiyanbi@kcl.ac.uk; pasiyanbi@yahoo.com
Summary
Contrary to its aims, and in spite of good intentions, preparation for and
implementation of REDD+ readiness in Cross River has worsened illegal logging,
undermined local livelihoods and governance, and weakened state institutions.
Recommendations
! ARB should carry out thorough on-the-ground investigations of the actual
state of REDD+ projects and the impacts of these projects in the various
jurisdictions
! ARB should engage a broader spectrum of actors beyond the core REDD+
proponents in various jurisdictions. It should engage both supporters and
vocal opponents of REDD+ in local communities and state institutions. It
should also engage individual researchers from think tanks, academia and
NGOs who have done field research on REDD+ in the specific jurisdiction
and in other states/provinces of the same country.
! While ARB’s efforts in developing effective safeguards are steps in the right
direction, it should go further to ensure that these safeguards are not
reduced to lists to be ticked off, but are sincerely enforced, and are
pursued to make the desired difference on the ground
Implementating REDD+ in Cross River, Nigeria
This comment is based on 5 years of researching Nigeria’s REDD+, and 13 years of
studying forestry and climate change broadly. Trends emerging from the
unfolding of REDD+ in Nigeria’s Cross River – one of the jurisdictional REDD+
being supported by California – portend serious risks that the project might not
achieve its emission reduction aims. Rather, recent experience raises concern
about community rights, increased state violence, institutional tensions and
increased deforestation. This account will hopefully contribute to the reflections
and decisions of the ARB at an important moment when California is developing
linkages with jurisdictional REDD+ in partner countries.
1
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The two most important questions one must ask in carbon offsetting projects
seem clear enough: are there effective carbon emission savings? How and at what
cost (social, political, environmental and economic) are these savings achieved? If
market-like carbon emission reduction schemes generally struggle to answer
these fundamental questions satisfactorily, their linkage to REDD+ makes
answering them even more complicated. Translating winsome theoretical REDD+
proposals into reality on the ground has been messy, to say the least. The
problems with REDD+ are partly technical, including issues of permanence,
additionality, leakage, carbon measurement, and monitoring. Perhaps more
concerning are the socio-economic, political, and even environmental challenges
which local project proponents often, and for apparent reasons, underplay and
paper over. Debates over these latter challenges must certainly be brought to the
fore in Cross River’s REDD+ and elsewhere.
Global REDD+ policy aspirations are, of course, critically important: conserve
tropical forests and biodiversity, curb upward climate change trajectories, foster
green development pathways, and bring prosperity to the rural poor. The goal of
Nigeria’s REDD+ is also clearly desirable: “to contribute to climate change
mitigation through improved forest conservation and enhancing sustainable
community livelihoods”. Besides, proponents of the project claimed that REDD+
would help to save Nigeria’s “last rainforest” in Cross River – together with the
rich biodiversity of this areas, an important global biodiversity hotspot, a regional
model of community-based forest management, and an area of regionally
important socio-cultural diversity.
But contrary to its aims, and in spite of some good intentions, eight years of
preparation for and implementation of REDD+ readiness in Nigeria has worsened
illegal logging in the state, weakened institutions, destabilised long-established
forest based economies, and undermined local livelihoods and local forest
governance. Signs of these were apparent right from the beginning. Project
proposals were designed by foreign consultants who worked with few local NGO
actors, without consulting with the hundreds of communities whose forests were
being mapped out for REDD+. Rather, these visited only four communities where
they sought to enlist community participation with unrealistic promises of huge
carbon fund tied to specific timelines. Not only have these promises failed to
materialise, they have also left many forest communities disillusioned and
agitated, especially given the violent regime of forest protection that soon
followed. This trend of failing promises to communities has been reported by
researchers across many REDD+ countries. Not only was the need for
communities’ Free Informed Prior Consent ignored at the critical early stages,
proponents went ahead to cluster up community forests without any significant
consultation, noting that only then is “the (REDD+) project viable and attractive to
carbon finance”. This meant that in programme documents and implementation
plans, communities with contiguous forests were grouped together in clusters of
2
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12 communities in the Ekuri-Iko Esai cluster, 18 communities in the Mbe-Afi
cluster, and over 50 communities in the Mangrove cluster. Individual community
representation was thus replaced with cluster level representation in REDD+.
Clustering generally ignored existing intra- and inter-community forest
governance structures which do not necessarily align with patterns of forest
contiguity. In fact, clustering is stirring boundary-related tensions among
communities who are now anxious to exercise ownership claims and define forest
boundaries.
What is, however, most worrying is the widespread criminalization of the forestbased economy under REDD+, and the fully militarized state violence against the
populace. In view of the tenure complexities across many REDD+ countries,
international REDD+ partners are increasingly urging governments to pursue
alternative policies, especially intensified law enforcement, moratorium, and proREDD+ incentives. A moratorium declared by the Cross River State government in
2008 to secure the forest for REDD+ has banned all forms of logging across the
entire state including in private and community-owned forests. What started as a
two-year moratorium was extended indefinitely. Though the government did not
issue any definitive instruction as to the precise nature, duration, and terms of
the moratorium, REDD+ proponents and conservation NGOs who implemented
the ban pursued this in an expansive fashion, covering the entire state, and
including timber and non-timber forest products such as wild game, chewing
stick, cattle staff among others.
At the same time, no alternative provision was made for public wood needs for
building houses, constructing public buildings, making furniture, making tools and
numerous household items. Proponents claimed a total logging ban across the
state was necessary to forestall state-level leakage and to ensure the
conservation of the whole ecosystem of the state. But, as many stakeholders have
observed, the total logging ban and the suppression of public wood supply led to
a lucrative underground illegal timber economy that was ironically abetted by the
Anti-deforestation Task force set up to enforce the ban. Timber prices in Cross
River more than trebled within three years from 2008, and many longestablished, formally registered wood-based industries and several small-scale
artisanal businesses have since shut down. Even if implemented simply as a ban
on timber logging along, the moratorium would still be untenable and unrealistic,
since it ignored the importance of timber as a legitimate, everyday resource
consumed by the public, and the fact that Cross River had even been the major
supplier of wood to neighbouring states. As many foresters had insisted, a
workable approach which was dismissed by REDD+ proponents, was to zone the
forests to cater for all the vital forest uses, and then simultaneously pursue
vigorous management of areas for timber production and the protection of areas
for REDD+.

3
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While international partners continued to hail Nigeria’s moratorium as a prime
indication of government’s political will for REDD+, the local population continued
to groan under the violence and deprivation this was causing. The moratorium
was enforced by a state-appointed Anti-deforestation Task force (ATF), chaired by
an arms-carrying American NGO captain, Peter Jenkins, and composed of a full
complement of the state military and security apparatus, including the Army, the
Navy, the Police and the Civil Defence Corps. Often focusing its violent strategies
at petty loggers, poor rural youths, and small-scale forest product collectors, the
ATF has violently apprehended loggers, non-timber forest product collectors,
farmers and rural forest labourer. There were several cases of shootings, illegal
detention, abuse, extortion and illegal confiscation of timber and non-timber
products for which the State Forestry Commission had legally granted official
permits. Numerous petitions to the then state governor, Liyel Imoke, the State
House of Assembly, and the Chair of State Forestry Commission – an NGO captain
who doubles as the REDD+ coordinator, Odigha Odigha – made no difference.
NGOs such as the Green Concern for Development (GREENCODE) and Friends of
the Earth Nigeria continued to mobilize and protest against these trends.
The ATF, a supposed appendage of the State Forestry Commission had secured
state authority to operate independent of the state Forestry Commission civil
servants which it claimed had become too corrupt. Yet, the ATF itself had
continued to control a lucrative illegal timber economy involving military chiefs,
powerful large-scale timber dealers, and the rank and file of the Task force. The
legal secretary of the ATF who doubled as its Chief Prosecutor – a state judiciary
officer seconded to the Task Force – decried the level of illegality in the Task
force, putting the proportion of corrupt deals and illegality in the ATF at 40% of
the total ATF activities1. Even the Task force’s actual forest protection strategy
fails to prevent actual logging, since the loggers are apprehended only during and
after the logging process – by which time timber had already been cut. Without
clear strategies to address public wood demands and public grievances related to
REDD+, not only will the incentive for illegal logging be high, the sympathies of
local communities and the general public will remain with the illegal loggers who
risk much to make wood available, rather than support REDD+ proponents and
the Task Force whose activities continue to create hardship for the public.
Ironically, deforestation reached a new peak under the logging ban. This is not
surprising to most stakeholders on the ground, if it is to international observers.
Local actors refer to constant sighting of timber on the road and in rivers, corrupt
dealings among ATF staff, cheaper prices of wood in neighbouring states to which
much of the illegal timber now go, but also increased forest clearing for farming
1

Corruption and illegal abetting of logging in the Taskforce have been widely reported in national and local
dailies e.g.: http://www.vanguardngr.com/2012/05/c-river-assembly-indicts-task-force-on-anti-deforestation/
http://www.calitown.com/mafia-rips-cr-forest-reserves/
http://www.vanguardngr.com/2015/06/gov-ayade-disbands-c-river-anti-deforestation-task-force/
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by displaced small-scale wood-based artisans. Data from the Global Forest Watch
showed that deforestation has more than doubled each year since 2012, reaching
15-year peak in 2014. In fact, 80% of total forest loss in Cross River in the last 14
years occurred between 2012 and 2014 – the periods when the ATF was at its
heights2. Since other REDD+ proponents, including the state governor, had
continued to wield the moratorium as a demonstration to international partners
of the government’s commitment to REDD+, these inconveniently ignored, and in
some cases tried to dissociate REDD+ from the violent practices and illegalities
carried on by the ATF.
Efforts to restructure the state institutions, which are often alleged as corrupt and
lacking capacity for REDD+ has seen the emergence of NGO actors and few
international consultants as key representatives and leaders in the ATF, the
Forestry Commission, and the specially created REDD+ Implementation Unit.
These NGO actors who claim to have unusual expertise in REDD+ were appointed
by the then state governor to lead the state’s carbon forestry programme. But the
state forestry bureaucrats often saw things differently: they decried the alleged
“hijack” of their profession by NGO actors in attempts to impose a totalizing
REDD+ regime which is bent on attracting international carbon finance at all cost,
and has failed to recognise legitimate public wood needs. This has precipitated a
deep tension and mutual distrust between the state forestry bureaucrats and the
NGO-dominated REDD+ proponents. This overriding tension, combined with
irregular release of statutory funds from government, the halt of the forestry
revenue target, and the takeover of forest protection by the Task Force, has
frozen all activities except REDD+ across all forestry outposts and at the
Commission headquarters. Meanwhile, the NGO-dominated REDD+ caucus
continued to enjoy the governor’s support, and these also benefitted significantly
from REDD+ funds and activities. As such, rather than strengthen the forestry
institutions, REDD+ proponents’ lack of confidence in the state bureaucrats, and
their own pursuit of narrow personal interests have weakened government
capacity.
So is REDD+ not achieving anything positive on the ground? Certainly, REDD+ has
provided opportunities for trainings and workshops mainly for NGO actors, select
state forestry bureaucrats and REDD+ community cluster representatives. In so
doing, it has created awareness and expanded local expertise on REDD+ to some
extent. It has also provided funds for engaging local and foreign consultants and
experts. Largely repetitive trainings especially on forest and carbon measuration,
and a range of consultancies account for much of REDD+ spending. In addition, a
REDD+ secretariat had been staffed (again by NGO actors) and furnished by early
2014. An MRV lab was under construction in 2015. What is most remarkable here
is the rather small circle of individuals, mainly NGO actors, around whom much of
2

http://www.globalforestwatch.org/country/NGA/9
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REDD+ activities in Cross River revolved. And these benefits from REDD+ do not
come any close to counter-balancing the huge cost to local populations, the
general public, forest-based businesses, and the forest itself.
Unsurprisingly, when the new governor, Ben Ayande, replaced Liyel Imoke on 29
May, 2015, he immediately halted the moratorium, disbanded the ATF and the
board of the Forestry Commission; and had all members of these two entities
arrested, detained, and interrogated. While the State Forestry Commission is
being revived and saddled with the leadership of REDD+ in the state, the general
public has fiercely resisted efforts to reinstate the moratorium and reconstitute a
new Task force. Meanwhile, former governor Imoke had lamented the failure of
REDD+ to “yield return on investments”. Apparently, a desperate search for
carbon finance had fuelled the zeal of the heavily indebted state for carbon
finance in the first place. Seeing how the state’s forests had declined rapidly
under REDD+ without any significant returns to the state from timber revenue
and carbon funds, the new governor began plans to construct a staggering 10
kilometres wide and 260 kilometres long “super highway” deliberately planned to
cut through much of the state’s forest from the South to the North of the state3.
This project has been the subject of local, national and international protests and
contestations. It is clear to all that the purpose of the highway is to allow access
to the forests for liquidation. In what looks more like “revenge logging”, the state
is desperate to recover REDD+ costs (both state expenditure in preparing for
REDD+ and revenue forgone under the moratorium). But this move is also driven
by the state’s desire to settle its huge debts (Cross River is the 3rd most indebted
of Nigeria’s 37 states) and recover the cost of securing victory in the 2015
elections that brought the new governor into power.
So what do all these mean for the ARB and the ways it pursues its linkage with
jurisdictional REDD+? At the very least, the ARB should:
! carry out thorough on-the-ground investigations of the actual state of
REDD+ projects and the impacts of these projects in the various jurisdictions
! engage a broader spectrum of actors beyond the core REDD+ proponents in
various jurisdictions. It should engage both supporters and vocal opponents
of REDD+ in local communities and state institutions. It should also engage
individual researchers from think tanks, academia and NGOs who have done
field research on REDD+ in the specific jurisdiction and in other
states/provinces of the same country.
! go further to ensure that social and environmental safeguards are not

reduced to lists to be ticked off, but are sincerely enforced, and are pursued
to make the desired difference on the ground.
3

By implementing the moratorium, the state had lost revenues from timber permits and royalties on the
expectation of significant REDD+ funds which never came. See a similar pattern in other REDD+ projects.
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May 16, 2016
Comments of the Nature Conservancy on ARB sector-based credit workshops April 5, and April
28, 2016.
Thank you for the opportunity to submit comments on your workshops of April 5, and April
28, 2016 addressing issues involved in adding international sector-based credits to the AB 32
Cap and Trade program from tropical forest protection. The Nature Conservancy has
extensive research and implementation experience in this issue and participated in both of these
workshops and these comments supplement those submitted previously. Following are some
comments to the issues and questions you discussed at these last two workshops.
•

The Nature Conservancy supports the process ARB is conducting to develop and
eventually adopt regulations to amend the AB 32 Cap and Trade program to include
international sector-based credits from avoided loss and degradation of tropical forests. We
applaud ARB to taking a comprehensive approach to fulfilling the mandate of AB 32 by
adding tropical forest credits. In so doing, ARB will be lending its significant credibility to
efforts combating climate change by reducing deforestation and forest degradation and will
encourage others to invest in this mechanism. We continue to urge ARB to continue this
work expeditiously and complete the regulatory process so that credits can be approved and
accepted during the third compliance period. We note again that this process has been under
consideration by ARB for quite some time and most recently active since the release in
October, 2015 of a detailed white paper on the topic. The release of this white paper and the
four workshops you have held since then have provided sufficient opportunity for all
stakeholders to provide meaningful input on the issue.

•

We support the ARB staff recommendation” to develop a set of quality standards and
evaluate the design of a jurisdiction’s own MRV program against those standards. The
MRV program should be robust, transparent and consistent with United Nations
Framework Convention on Climate Change guidance and the REDD Offset Working Group
( ROW )recommendations. As recommended by the Forest Carbon Partnership Facility, the
monitoring program should be able to detect reversals.

•

Consistent with the ROW recommendations, ARB should require any partner jurisdiction to
adopt buffer pools or similar mechanisms like insurance instruments to compensate for
reversals in years when emissions rise above the jurisdictional reference level, and to
compensate for natural disturbance. The partner jurisdiction should have the flexibility to
choose what specific mechanism will be incorporated into their jurisdictional program. And,
a 10% contribution to a buffer pool should prove adequate as long as monitoring and
adaptive management provisions are adopted to allow for an increase if needed.

•

Again, as a general principle, we recommend that you provide a standardized guidance
framework that provides flexibility in the rule for the host jurisdiction to craft a program
that also fits their particular circumstances. For example, the host jurisdiction could help
design a program to address potential leakage, especially within their jurisdiction.
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•

We support retention of the existing mechanisms for cost containment including ARB’s
stated commitment to maintain the auction of allowances, the allowance reserve at current
levels and the current limit on offsets at 8% of any entity’s compliance obligation. We note
that adding tropical forest credits will not increase the total number of offsets allowed in the
system.

•

We encourage ARB to integrate the ROW recommendations for measurement, monitoring,
reporting and verification (MMRV). ARB should approve the jurisdiction’s methodology for
measuring and reporting before the program begins.

•

Consistent with the ROW recommendations on MMRV, ARB should require independent,
third-party verification of GHG reductions as a precondition of crediting.

•

We were pleased to participate in the ARB workshop on Social and Environmental
Safeguards on April 28. Representatives from indigenous and other forest-dependent
communities articulated well, the impact that ARB’s action could have to help alleviate
poverty and support low carbon economic development in their communities while
generating greenhouse gas reductions. To help achieve these goals and ensure environmental
integrity, ARB should require a robust program of social and environmental safeguards in the
regulation. Significant work has been accomplished over the past decade to develop and test
safeguard systems as described in the ROW recommendations and input from the Climate,
Community and Biodiversity Alliance. At the April 28 workshop, we were impressed to hear
from Faru from Acre, Brazil about the safeguard system working in that state. He described
how the program has resulted in full and informed participation and has directed 70% of the
initial climate funds from Germany to indigenous communities in Acre. Other participants
from outside the US spoke of their desire to link their own developing programs with
California, demonstrating the catalytic affect that California’s action on this issue would
have, potentially generating significant greenhouse gas reductions through forest protections
throughout the hemisphere and alleviating poverty. While many excellent safeguard systems
are now available to ARB as described by the ROW, for ease of verification we recommend
that ARB regulations incorporate the REDD+ Social and Environment Safeguards (SES)
system with the Climate, Community and Biodiversity Alliance standards.

•

We also attended the session on potential linkage with Acre. The presentation about Acre’s
State System for Environmental Services (SISA) program was very informative and stands as
a compelling working model. The program is helping Acre develop a low carbon economy
where communities reap economic returns while the forest and the climate are protected. As
mentioned above with Faru’s presentation, Acre has established a good mechanism to
integrate indigenous communities into its SISA program demonstrating that safeguards can
work. In addition to the SISA program, the buyer liability provisions in the AB 32 Cap and
Trade program will enhance the permanence of any credits accepted by California. Also,
linking with Acre will help this state meet its pledge made for California’s Under Two MOU
and send a positive signal to other eleven Under Two MOU tropical forest states that
California is taking action that can potentially help them meet their pledges.
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•

The Nature Conservancy recommends that ARB continue the phased approach articulated in
the current regulations to add sector-based credits into the Cap and Trade program. For the
third compliance period, ARB should limit sector-based credits to two percent of an entity’s
compliance obligation as planned for in the existing regulation. We also recommend that the
regulation require a report to the Board at the end of the third compliance period to evaluate
its effectiveness and recommend any changes that might be warranted to enhance its
implementation. Upon the end of this first phase, the program could be revised and
potentially expanded.

Thank you for the opportunity to comment on this important process. We applaud ARB for the
consistent, thorough and thoughtful manner in which it is pursuing this amendment to the Cap
and Trade program to include sector-based credits from tropical forests. We look forward to
continuing to participate in the process.
Louis Blumberg, Director
California Climate Change Program
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To: California Air and Resources Board
From: Daniel Nepstad, PhD, Executive Director & President of Earth
Innovation Institute, San Francisco, California; Lead Author of IPCC Fifth
Assessment (Working Group 2, Chapter 4)
We thank the California Air and Resources Board for another well-organized
workshop, on April 28th, to gather input on the AB32 "international sector-based
offset" provision regarding the potential linkage agreement with the State of Acre
in Brazil and the environmental and social safeguards that would be needed to
ensure the success of the program. We present here comments on the options
presented by CARB staff at the workshop and on the comments made by
participating stakeholders.
1. The AB32 International Sector-Based Offset Provision (hereafter
referred to as the IOP) would be a game-changer in the world of global
climate change solutions, leading to a doubling or tripling of California’s
climate change mitigation. Implementing the IOP could also stimulate
similar mechanisms for harnessing the mitigation potential of tropical
forests and land use among other states and nations.
The AB32 IOP could greatly magnify California’s contribution to climate change
solutions globally by establishing the first regulated market for verified emissions
reductions from tropical deforestation and forest degradation. Brazil has already
reduced its carbon pollution 4 billion tons, ten times more than AB32 will achieve
by 2020 (0.3 billion tons) through its successful efforts to slow Amazon
deforestation, as we explain in an article in Science 1. (Brazil’s successful strategy
included expansion of formally recognized indigenous territories.) Brazil’s
achievement is at risk—deforestation rates are increasing. Implementation of the
IOP could help secure and deepen Brazil’s success in slowing Amazon
deforestation while encouraging sub-national jurisdictions in Peru, Mexico,
Indonesia and elsewhere to do the same.
Deforestation rates in the Brazilian Amazon are increasing largely because the
promised mechanisms for compensating tropical forest nations, states and
provinces for the substantial costs of slowing tropical deforestation and forest
degradation—mechanisms featuring the AB32 IOP--have not been implemented.
California could help to keep deforestation rates low by implementing the
international offset provision. We predict 2 that the effect of the provision on
Nepstad, McGrath, Stickler, et al. 2014. Slowing deforestation in the Brazilian Amazon
through public policies and supply chain interventions. Science 344: 1118-1123.
2 Nepstad, Swette, Horowitz. 2014. Multiplying the impact of California’s Global
Warming Solutions Act through International Partnerships for Tropical Forests. Earth
Innovation Institute. http://earthinnovation.org/publications/multiplying-the-impact-of1

californias-global-warming-solutions-act-ab-32-through-international-partnerships-for-tropicalforests/
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emissions reductions would go far beyond the offsets that come into California,
doubling or tripling the global impact of AB32 by encouraging state governments
responsible for one fourth of the world's tropical forests--the members of the
Governors' Climate and Forests task force (GCF) that was formed in response to
AB32 in 2009--to continue their efforts to slow deforestation and tropical
deforestation. Implementing the provision would also encourage other states and
nations to establish similar offset mechanisms, including China, the civil aviation
industry, and other nations.
Land-use could be the source of up to 60% of the climate change mitigation that
is achieved by 2030, as was concluded by the fifth assessment of the
Intergovernmental Panel on Cimate Change (IPCC), Working Group 3. Slowing
tropical deforestation and degradation is a large part of this potential mitigation
potential, and it is already being realized.
2. The ARB IOP is the state’s best opportunity to strengthen its global
partnerships on the issue of climate change by responding to the
expectations that have been raised among its non-USA partners that a
market mechanism for recognizing and compensating emissions
reductions from tropical deforestation and forest degradation would be
implemented in California.
As a founding member of the Governors’ Climate and Forests task force (the
GCF), whose 29 members contain one fourth of the world’s tropical forest,
California has created expectations among the leaders of tropical forest states
and provinces that the ARB IOP would be implemented. The ARB IOP was the
reason the GCF was created in 2009. That expectation was deepened when
California signed the GCF’s Rio Branco Declaration, committing GCF tropical
signators to lower their deforestation 80% by 2020 if financial mechanisms are in
place and, presumably, committing California to help provide some of the missing
finance. As leader of the Under 2 MOU and through its MOU’s with Mexico, Peru
and China, California has mobilized subnational innovation towards climate
change solutions and the AB32 IOP is the most powerful way to put teeth behind
these international partnerships.
3. The ARB IOP would deliver substantial benefits to indigenous peoples,
traditional communities and low-income farmers in tropical forest
regions by providing support for sustainable, equitable rural
development in partner jurisdictions, exemplified by the State of Acre.
The Offset Provision would only link to sector-based programs, also known as
"jurisdictional REDD" programs. Jurisdictional REDD programs measure
performance in slowing emissions from deforestation and forest degradation
across entire states or provinces and are designed to overcome systemic
obstacles to low-emission, sustainable and equitable rural development through
policy innovation, regional planning, broad stakeholder consultation, and law
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enforcement. In contrast, isolated REDD projects, which California would not link
to, are focused on performance at the scale of a community or logging
concession, and tend to emphasize who owns the carbon. The examples of bad
REDD projects that have been presented as evidence that the AB32 international
offset provision could cause harm to forest peoples in tropical regions are all
isolated REDD projects, and would not qualify for participation in the IOP
program with the commitment to safeguards that was on display at the April 28th
workshop and that is well-represented in the recommendations of the REDD
Offset Working Group (ROW).
In the near term, the only jurisdiction that could be ready to link to California is
the State of Acre in the Brazilian Amazon region. We have monitored and
analyzed the Acre program, known as SISA, since its inception in 2009, and can
verify that it is already providing important benefits to indigenous peoples, rubber
tappers and smallholder farmers in the state, including some community leaders
who participated in the April 28th workshop. We have examined the grievances
that we have learned of regarding the SISA system, and they are either aimed at
projects that are not part of the SISA system (the case of the Purus project) or
can be traced to local leadership disputes. A small number of such leadership
disputes is inevitable in programs like Acre’s that are delivering benefits at a
large scale to rural families and communities.
It is important to emphasize that Germany has provided pilot funding for the SISA
program, and the Government of Acre committed to channel 70% of these funds
to communities. That commitment has been honored. There is currently no plan
for follow-up funding to keep the innovative programs sustained—programs that
are improving the livelihoods of indigenous peoples, rubber tappers and other
“agro-extractivist” populations, and smallholder farmers.
Outside of Acre, there are numerous examples of how REDD processes have
stimulated progress on the recognition and formal demarcation of indigenous
lands. In Indonesia, the Constitutional Court decision allowing titling and formal
recognition of Customary Lands came about in the context of this nation’s REDD
dialogue. A million hectares of community lands were designated in Central
America, fruit of the REDD process. In Peru, indigenous lands are being mapped
today as part of the nation’s REDD agenda, using REDD climate finance. In
northern California, the Yurok are using the domestic offsets program to
reoccupy and restore their ancestral lands.
4. We recommend that the ARB structure the safeguards component of the
IOP to send a clear signal to potential partner jurisdictions that those
who have fairly recognized, formalized and demarcated the territories of
indigenous peoples and traditional communities will have easier access
to the IOP system than those jurisdictions that have not.
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We recommend that the ARB include in the regulation language that strongly
encourages tropical states and nations to resolve remaining issues related to
formal recognition and demarcation of indigenous lands, recognizing that all
states and nations are still sorting through conflicting land claims at some level
and will continue to do so for decades. It is also important to remember that
indigenous lands generally fall under the jurisdiction of the national governments,
and are in some ways beyond the control of the jurisdictions that may become
partners of California.
We also recommend that the safeguards requirements focus on the principles of
those safeguards, allowing potential partner jurisdictions to develop innovative
new approaches for complying with those principles. We make this
recommendation based upon evidence that when jurisdictional REDD safeguard
processes can result in a hundred or more criteria, limiting the viability of the
program can be compromised.

5. The AB32 IOP could reduce the suffering of low-income communities in
California and globally by increasing the likelihood that humanity avoids
a global temperature rise above 2 degrees C
The fifth assessment report of the IPCC concludes that the poorest members of
society will suffer the most with climate change. By increasing the likelihood of
keeping climate change below 2 degrees C, this international offset provision is
one of the most important opportunities to avoid human suffering for centuries in
California and globally.
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Yolanda Ariadne Collins

1051 Budapest, Central European University, Nador 9, Hungary

Email: Yolanda_ariadne@yahoo.com; Collins_yolanda@phd.ceu.edu
Jason Gray, Manager, Market Monitoring Section
California Air Resources Board
California Environmental Protection Agency
1001 St., Sacramento CA 95814
Comments on Proposed International Sector based Offsets
As a doctoral researcher in the field of REDD+, I write to take advantage of the opportunity to draw
your attention to certain key effects of REDD+ intervention already undertaken. My interest here lies
in the pursuance of the initiative globally. My more specific focus on California’s cap-and-trade
initiative is that it takes place in a geographic area quite close to one in which I am deeply involved,
that of the REDD+ efforts in Guyana and Suriname, and of those with which I have been tangentially
involved, that of Amapá, Brazil. The findings of my doctoral research so far, and that of a growing
body of academic literature exploring REDD+ globally, are that:
1. Indigenous and tribal voices on the mechanism’s implementation are often sidelined.
2. REDD+, and in this case Cap and Trade mechanisms, do not get to the root of the problem of
deforestation which often originate from more complicated and deeply rooted market
demands.
3. In the case of Amapá, Brazil, Payments for Ecosystem services such as REDD+, functions as a
market fix for the societies which usually have difficulty accessing markets for their goods
and services.
4. REDD+ funds are usually insufficient to incentivize against the real sources of deforestation
in these countries.
5. REDD+ tends to complicate land rights disputes, or to heighten pre-existing tensions over
access to the land.
By and large, REDD+ preparation and implementation in these areas (Amazon forests of the Guiana
Shield) has been manifested differently, with different funding sources, governance structures and
methods of forest monitoring. However, in relation to its stated intentions of providing incentives
for the protection of forests, REDD+ activities have thus far been unable to generate enough funding
to combat the entrenched economic and forest degrading/removal options in which these societies
have engaged to sustain themselves. It remains unlikely to do so.
Given that I have no vested interest in the manner in which the funds of the State of California are
allocated, I wish to urge merely that you consider that tropical deforestation is the outcome of
international market demands, such as that of gold, in the case of Guyana and Suriname. As such,
mechanisms like REDD+ do not get to the source of the deforestation problem. Further, the use of
carbon credits does little or nothing to change the global behaviors which drive deforestation, and
global climate change.
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More impactful forest preservations efforts would include the provision of funding to support these
countries in making their governments more capable of monitoring and managing their forest
resources. It would also include the generation of more sustainable streams of income which
compensate for that which would have been earned from damaging extractive or damaging
economic industries in the first place. Finally, evaluating and encouraging a change in consumer
behavior and market demand where the demand exists, instead of pursuing cost saving approaches
which complicate the political situation in countries classed as developing, would also be a more
positive and widely beneficial outcome of efforts aimed at curbing deforestation in the interest of
combating global climate change.

Yours sincerely,
Yolanda Ariadne Collins
Doctoral Candidate
Central European University
Budapest, Hungary
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First Name: Rossmery
Last Name: Zayas
Email Address: rossmeryzayas@gmail.com
Phone Number: 3238120635
Affiliation: ITR Delegate
Subject: ARB proposal to include international sector-based offsets in cap and trade
Comment:
I am nineteen years old and I am an environmental justice leader. I
have worked and organized on environmental and social justice
issues since I was fourteen years old. The most frustrating part of
being an environmental justice leader is that people think about
environmental or climate justice as protecting polar bears and
penguins. It frustrates me that there are laws to protect fish and
we have to fight for laws to protect our health and wellbeing.
I appeal to you to not pursue an international offset program. My
generation is going to live with the consequence of these
compromises that are being made to protect the interests of the
fossil fuel companies. I am submitting this letter to express my
opposition to your proposal to include international offsets as
part of California’s cap and trade program.
I am challenging the normalization of low-income communities and
communities of color, such as mine in Southeast Los Angeles,
overburdened with toxicity creating dirty air, water, and soil.
Wilmington alone has three major oil refineries not including the
ones bordering the community. Los Angeles is also impacted by
pollution coming from the Harbor area. My community and surrounding
communities deal with diesel truck pollution, and one major source
is 710 freeway (which physically connects Wilmington to Southeast
Los Angeles) carrying commercial goods from the ports into our
neighborhoods. The fossil fuel industry has a heavy hand in our
communities. The climate crisis is urgent and life threating.
Policies like REDD do absolutely nothing to reduce greenhouse gas
emissions at the source- it only allows for carbon trading, which
is not ethical. REDD may even result in the biggest land grab of
the last 500 years. Folks are told false solutions like REDD
address climate change and are good for the people. This is 100%
false and our elected officials are pushing for a policy that grabs
land, clear-cuts forests, destroys biodiversity, abuses Mother
Earth, pimps Father Sky, and threatens the cultural survival of
indigenous peoples. This policy privatizes the air we breathe,
commodifies the clouds, and allows corporations to buy and sell the
atmosphere. It corrupts the sacred.
REDD is bad for the climate because it allows climate criminals
like Shell and Chevron off the hook. REDD gives companies like
these a legal and official way to call themselves green. This is
harmful to the climate, and to the heart of communities. REDD is
bad for the environment because it includes clear-cutting, logging,
and tree plantations that kill biodiversity. REDD is bad for
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Californians because polluters expand sources of pollution and
cause more asthma, more cancer, more sickness, and more death. REDD
is bad for human rights. REDD-type projects are already resulting
in massive land grabs, violent evictions, forced relocation, and
carbon slavery of indigenous people. One clear example of this is
in Guaraqueçaba, Brazil, where Chevron has a REDD project with the
Nature Conservancy, which has a private army that shoots at people
for entering their own forest to use their own resources. REDD
projects also turn the forests into a militarized zone – with
remote sensors, drones, etc to monitor the sites.
I am disturbed by how the fossil fuel industry and its supporters
are able to influence climate policies that directly affect my
community. I am even more disturbed that politicians care more
about corporate wealth and prioritize money and not health. I am
agitated that the voices of those in communities like mine are
overlooked and excluded in the decision making process. We seek
action and policies from you that ultimately reduces our reliance
on fossil fuels, coal and gas. Our lungs are simply not for sale.
Our negotiators have blinders on- scientists have said we need to
address the climate, Indigenous Peoples have known this for years.
Studies have shown that current governmental policies including the
Paris Accord (the overall text fails to mention human rights or the
rights of Indigenous Peoples) do not actually require action to
meet the goals of pursuing efforts to limit the temperature
increase to 1.5 °C above pre-industrial levels. These policies
privatize the air through the scheme “carbon neutrality,” where
countries can buy carbon credits and a green pass to pollute. I am
asking you to take the political leadership necessary to
meaningfully and significantly halt the warming and protect the
people. We need system change not climate change, and that requires
us to reject the corporate driven, free trade investment
agreements.

Attachment:
Original File Name:
Date and Time Comment Was Submitted: 2016-05-16 13:16:04
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National/International Office:
P.O. Box 485
Bemidji, MN 56619
+ 1 218 760 0442
Email: ien@igc.org
California Office:
Contact: Alberto Saldamando
+(415)656-9198
saldamando@sbcglobal.net

Comments to the California Air Resources Board on Safeguards for
California’s REDD Program
False Promises
On Monday, May 9, 2016 the San Francisco Chronicle published a story by Laurel Rosenthal,
“State’s Cap and Trade may reach rainforests,” featuring Mr. Haru Kuntanawa, an indigenous
man from Acre, Brazil. Supporters of the extension of AB32’s offsets to rainforests reportedly
brought Indigenous peoples from Acre Brazil, Mexico and other state-level jurisdictions of Peru,
Ecuador and Panama to promote the extension. It is noteworthy that supporters include the
Western States Petroleum Association that cited the generation of carbon offsets and credits for
the continued emission of Greenhouse Gases (GHG) as a “relatively cheap option” for
California’s cap and trade programs. These supporters reportedly claim that the program will
generate “probably, between $50 million and $200 million dollars, and promise a “boon” for Mr.
Kuntanawa’s people.
Fyneface Dumnamene Fyneface, a Nigerian activist, is also quoted. He points out human rights
problems in a similar program in a forest preserve in Nigeria. Forest dwellers there who rely on
the forest for their means of subsistence are now banned from picking fruit, and gathering fire
wood, banned from entering their forest altogether. But CARB officials promise that California’s
REDD cap and trade program will include “safeguards” to guard against such abuses.
It is doubtful that Mr. Kuntanawa’s people in Acre will see much of the promised tens if not
hundreds of millions of dollars. This kind of money has never ended up in the hands of Indians
anywhere in the world. At best, the money generated by the cap and trade jurisdictional
Reduction of Emissions from Deforestation and Degradation of Forests (REDD) program more
probably will end up in the hands of the State of Acre or of Brazil itself, and carbon traders. At
worst, the money will end up in the hands of corrupt public officials and carbon cowboys.
Indeed, the fate of Mr. Kuntanawara’s peoples is more probably closer to Mr. Fyneface’s people
of loss of livelihoods and food security and the forest itself.
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A report published by the World Rainforest Movement, entitled, “The green economy, forest
peoples and territories: rights violations in the state of Acre” bear this lamentable conclusion out.
Mr. Kuntanawa’s people reportedly tap rubber trees, gather nuts, and rely on their forest for their
major means of subsistence. This report details the human rights violations visited upon
Indigenous and forest dwelling peoples including the denial of the use of the forests for rubber
tapping and production of means of subsistence, as consequences of REDD programs instituted
in Acre pursuant to Brazilian “green economy, SISA, REDD programs.
Located in the southeastern corner of the Northern region of Brazil, the state of Acre is
considered a world leader in the implementation of green economy policies and mechanisms
including REDD. Acre is considered “excellent” by conservation organizations and governments
from various parts of the world in creating harmony between economic development and
environmental preservation, and as a prime example of how green markets can strengthen the
forest peoples’ way of life. It is apparently the favored California REDD partner.
An on the ground visit by two “rapporteurs,” supported by various Brazilian Non-governmental
Organizations (NGOs) revealed how REDD promises are broken.
The rapporteurs, upon their on-site visits, found existing and deepening territorial conflicts,
“both in territories already controlled by communities and local peoples and those subject to
uncertainty around land tenure;” Lack of recognition of their ownership of land is cited as a
“grave vulnerability” of the communities’ capacity to guarantee their livelihoods, as well as the
preservation and promotion of their culture and identity.
Brazilian law meant to guarantee the traditional and Indigenous peoples’ right to land, housing
and property, and to preserve their culture and identity, such as Convention 169 of the
International Labor Organization (ILO) to which Brazil is a State Party, are simply ignored. 1 The
rapporteurs found that even the Brazilian constitution itself making similar guarantees is also
ignored in the implementation of REDD and REDD type projects, citing, among other reasons,
preparation for California’s jurisdictional REDD.
Acre is described by many UN and other international organizations as a model of forest
management. A substantial number of Brazilian agencies are involved in forest management,
such as Nacional de Unidades de Conservação da Natureza, (SNUC), the Brazilian Forestry
Service (Serviço Florestal Brasileiro, SFB), The Brazilian Institute of Environment and
Renewable Natural Resources (Instituto Brasileiro do Meio Ambiente e dos Recursos Naturais
1

Repeatedly, Treaty Monitoring Bodies such as the UN Committee on the Elimination of all forms of racial
discrimination (CERD) and the Human Rights Committee have recommended that Brazil recognize, demarcate and
title Indigenous lands, to no avail. See, the most recent examinations of Brazil pursuant to the International
Convention on the Elimination of all forms of Racial Discrimination, UN. Doc. CERD/C/64/CO/2, 28 April 2004;
the International Covenant on Civil and Political Rights, UN Doc. E/C.12/BRA/CO/2, 12 June 2009
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Renováveis, Ibama), and the Institute of Agricultural and Forest Management and Certification
(Imaflora), which grants the Forest Stewardship Council’s seal (FSC). These and other Brazilian
agencies are charged with the task of implementation and facilitation of, “sound management of
Brazilian forests according to principles and criteria that integrate environmental safeguards,
social benefits, and economic viability.”
State and federal public forests are also subject to management plans. The Brazilian Institute of
Environment and Renewable Natural Resources (Instituto Brasileiro do Meio Ambiente e dos
Recursos Naturais Renováveis, Ibama) is responsible for issuing licenses for the management of
areas with more than 50,000 hectares, whereas licenses for smaller areas are emitted by the
Institute of the Environment of the state in which the area in question is located.
Under their aegis, the rapporteurs found logging was part of the management plan and allowed
under REDD projects. They found: a chronic failure to consult local and indigenous
communities; a failure to resolve land tenure issues; the reduction of lands allowed for
subsistence activities such as family farming and rubber tapping; they also found illegal logging
on the fringes of Forest Management areas; permitted logging as a form of deforestation;
restrictions of fire necessary for subsistence farming; and, the disappearance of game animals
normally part of subsistence activities. The rapporteurs cite cases of threats to indigenous
leaders, activists and members of civil society organizations defending against these human
rights violations. Offices are broken into, documents and equipment destroyed, human rights
defenders physically threatened, situations that call for urgent measures on the part of the state,
the ultimate guarantor of human rights.
The rapporteurs ask, “How is it possible on the hand to meet social and environmental objectives
while, on the other hand, rights are being violated?”
The System of Incentives for Environmental Services (SISA) is intended to govern REDD
programs in Acre. Again, a myriad of state agencies are involved: the State Commission for
Validation and Monitoring (Comissão Estadual de Validação e Acompanhamento, CEVA),
which approves norms, regulations and sub-programs; the Institute on Climate Change and
Environmental Services Regulation (Instituto de Mudança Climática e Regulação de Serviços
Ambientais, IMC), which prepares norms and regulations, approves pre-registered plans and
projects, and emits certified emission reductions (CERs); the Environmental Services
Development Company (Companhia de Desenvolvimento de Serviços Ambientais), which
attracts and manages private investments, prepares and executes projects, and trades and sells
carbon credits; the Scientific Committee (Comitê Científico), an advisory committee that
provides technical guidance; and an ombudsman to receive and monitor complaints, and mediate
conflicts. At the end of 2013, when the interviews with government representatives were
conducted, the only body that had not yet been created was the ombudsman’s office.
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With regard to non-indigenous forest campesino, or small producers, land disputes have not been
resolved, the government agencies, although aware of the land tenure conflicts, preferring to
negotiate with large, illegal land owners instead of the communities concerned. The rapporteurs
found that there were no effective consultations with these communities. Instead community
leaders related that they had no copy of the signed REDD contract that apparently prohibited
family farming. Hunting and fishing was also prohibited, apparently considered “commercial.”.
Particularly with regard to Indigenous peoples in Acre, the rapporteurs relate that “In the
communities visited by the Rapporteur, it became clear that the communities’ approach to
Indigenous peoples’ rights and to the green economy’s benefits and mechanisms were different
from and, in many cases contrary to, the approach presented by environmentalist and indigenist
organizations and government bodies.” The logic employed is that if the land has not been
demarcated, it is not indigenous land and Indigenous peoples’ rights don’t apply.
One visited community in Acre, the São Paulino indigenous village of the Jaminawá people, near
the municipality of Sena Madureira, has yet to have their lands titled, even in the face of a
Federal Court decree of 2012. Their lands have been invaded by loggers and cattle ranchers
continually shrinking their land base, originally 6,000+ hectares, reduced to a small strip of land
not allowing for their traditional subsistence. “For the indigenous people, the promise from the
Funai office in Acre to support the community by completing the demarcation process and
thereby alleviating their suffering has been systematically broken.”
In the Beco do Adriano urban village in Acre the rapporteurs found an Indigenous Jaminawá
community forced to leave their traditional lands, preferring not to “get shot to death.” They fled,
according to one villager, due to the violence of neighboring landowners who stop them from
using the forest’s resources to build houses and meet the community’s needs, including their
access to water and food. The reality of city life is brutally imposed on the Indigenous peoples,
who are obliged to modify their social and family relations and relations with work, their
spiritual practices, rituals and relationship with time itself, among other changes, to guarantee
their survival. What is more, in the city, they are constantly the target of prejudiced, racist and
violent actions.
The Beco do Adriano Jaminawá were violently displaced in the early 1990s in spite of the
Brazilian Constitution and laws in force even at that time to protect them.. They have endured
over 30 years for justice and the restoration of their lands under law. One has to wonder, as the
rapporteurs do, how much longer will justice be denied now that REDD has added millions of
dollars to the value of their stolen lands for the benefit of those who stole it in the first place.
Add to this quandary the fact, as reported by NPR, that the new interim President of Brazil is a
part of the “cattle caucus” and the new Minister of the Interior is part of the “soy caucus.”
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These apparently are lands slated for REDD projects in Acre, including California REDD. We
would ourselves ask: how is this possible given the innumerable Acre state agencies charged
with forest management, its sustainable use, and social and environmental protections? How will
the great State of California ensure that these human rights violations do not occur under its
oversight? Will it take these Acre agencies, including the proposed Ombudsman’s word for it?
Admittedly, these conflicts and human rights violations need a great deal of time and effort to
overcome (even though these conflicts and human rights violations have had generations of time
to be redressed.) But as the rapporteurs observe,
“However, it should be emphasized that by opting for green economy policies, the
government is treating the environmental issue as a problem that must be dealt with by
applying the logic of the market. By doing so, it is making a choice and exposing the
population to the risks that arise from this decision, given the enormous inequality that
exists between the actors involved: the communities on one hand, and the landowners and
corporations on the other.
“In the drama imposed on them, then, the communities can choose between two unique
and perverse options: 1—losing the forest and their territories, and dealing with the
absence of public policies; 2—forest management projects, green grants or REDD. The
regularization of their land titles and recognition of rights are used as a bargaining chip
to get the communities to accept the projects. One can even note that the responsibility
for resolving the settlers’ land situation—which is the population’s right and the State’s
duty—is neglected by the State and handed over directly to the “owner” of the
land/project, who is in a privileged position and interested in exploiting it on the market.
Also, cultural differences and the absence of work methodologies based on the local
culture make it impossible for the communities to effectively appropriate the “technical”
language used by the projects’ proponents. Thus, in an environment where their needs
are neglected by public authorities, the communities are held hostage by technical
language and promises that, judging by the community members’ comments, are
questionable and unlikely to be kept. (Emphasis supplied)
These are also the promises of California’s REDD “Safeguards.”
Before adopting a jurisdictional REDD program CARB should keep in mind the conclusions and
observations of the rapporteurs, on the ground and witnesses of the indigenous reality in Acre:
•
•
•

Coercion into accepting proposals from outsiders in hopes of having their needs fulfilled,
including the titling of their lands;
Communities’ testimonies and the organizations’ complaints show that social
participation in the political decision-making processes is insufficient;
Those who question the green economy expressed constant complaints and fears of
persecution and of institutional surveillance;
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•

•
•
•

The limited Government bodies failure to recognize the problems and the limitations of
their actions, accompanied by a generalized tendency to disqualify all criticisms and a
notorious effort to build a kind of “shield”. There was not even a minimum of effort on
their behalf to reflect on the situation and engage in self-criticism;
The [REDD SISA] projects reproduce the privileges that businesspeople and landowners
have in terms of access to land, the forest and the benefits from the policy;
The communities’ limited access to important information on green economy policies
and projects, which is extremely serious, as it constitutes a vulnerability factor; and,
Most importantly, the vulnerability of the communities’ food sovereignty and security.

We detail this report, based upon observed fact, on the reality of Acre, Brazil, as Acre is lauded
as California’s most jurisdictional REDD ready partner. Yet, faced with a largely uncaring and
callous state bureaucracy meant to assure their rights to their lands and territories, to their food
security and sovereignty, their way of life, the prospects for Indigenous peoples under SISA
programs are truly appalling. We are deeply concerned that the promise of “safeguards” will in
any way meet this reality. We firmly believe that REDD promises will only result in the reality
of the Jaminawá peoples, of dispossession, unemployment in a hostile and racist urban area, and
the loss of their lands, their culture, language and spiritual life.

Safeguarding the State
The Green Climate Fund (GCF) is a funding mechanism of the UN Framework Convention on
Climate Change. It has adopted UN IFC safeguards, including the right of Free, Prior and
Informed Consent.
As one of its initial projects, in 2015, the GCF funded a REDD project on indigenous wetlands
communities of Datem del Marañón in the Peruvian Amazon basin, to be administered by the
Peruvian Trust Fund for National Parks and Protected Areas (PROFONANPE). As the area is a
“protected area” Indigenous peoples do not own the land. Non-governmental Organizations are
to provide for the participation of Indigenous peoples.
The project description provides that” the funding will support government departments in
developing the land-use plan, and provide support to community-based organizations for the
participation of Indigenous peoples. The largest share of funds will support bio-businesses,
including for business plans, marketing and management, equipment and supplies, and the
development of solar energy for operations. The nature-based products include salted fish,
smoked meat, aguaje pulp (from palm trees), and “dragon’s blood,” a croton tree resin used as an
anti-inflammatory and anti-viral.”
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It is difficult to see how Indigenous peoples will benefit in any great degree above a few jobs as
field workers caring for and harvesting nature based products or policing restrictions on
traditional uses. And no doubt there will be restrictions on their use of the forest, as in Acre. The
infrastructure itself for these bio-businesses and nature based products, including roads, will only
attract non-indigenous workers and managers to this so-called protected area, permanently
interrupting the communities’ food security and ways of life.
As to the GCF safeguards, the UK Forest People’s Programme (FPP) issued a letter to the GCF
in early 2016, decrying the Peruvian NGO PROFONANPE failure to apply GCF safeguards.
The FPP points out repeatedly that the right of Free, Prior and Informed Consent extends to the
Indigenous peoples affected directly and not through an NGO, and that it should be truly free,
and prior to the project’s implementation.
“When challenged by NGOs and IPOs [Indigenous People’s Organizations] present at the
[GCF] Zambia meeting about the obligation for project proponents to ensure that the
right of IP communities give (or withhold) their Free, Prior and Informed Consent, the
GCF Secretariat stressed that PROFONANPE is an NGO and therefore according to their
interpretation should not be obliged to respect the principle of FPIC. Furthermore, they
argued that the Implementing Entity provided extensive documentation on consultations
effectively carried out and a commitment to continue consulting with communities after
project approval.”
The letter goes to the basis of indigenous opposition to this REDD project:
“The Achuar and FENAP reject any project that contradicts the Achuar “Plan de vida”
(“Plan of life) that could undermine their collective rights to own, manage and control an
integral territory or risk violating their traditional ownership rights over natural resources.
FENAP also expressed its disagreement with any project that would oblige Indigenous
peoples to renounce their rights to an integrated territory and reject any contract that
would imply State’s control of natural resources that should be under their traditional
ownership.”
There is in fact a seemingly overwhelming bureaucracy already functioning that is charged with
the implementation of REDD safeguards for Indigenous peoples, as in Acre, happily willing to
ignore or twist these social and environmental safeguards in order to protect the investor and the
state; not Indigenous peoples. It is no different in Chiapas, Mexico, or any of California’s REDD
partnerships, nor within the UN itself.
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REDD: A collection of Conflicts, Contradictions and Lies:
On December 3, 2014, the World Rainforest Movement published a collection of 24 case studies
of ongoing REDD and REDD type projects designed to generate carbon offsets, demonstrating
that they undermine forest peoples’ rights, or fail to address deforestation. Of these 24 case
studies we focus on carbon offset generating projects in proposed California REDD partners:
1. Purus REDD Project, Acre, Brazil:
This REDD project has been certified by the Verified Carbon Standard (VCS) and Climate,
Community and Biodiversity Standard (CCB). The project has a CCB Gold Level distinction for
being particularly “beneficial to local communities.”
The reality: The Purus REDD project involves restrictions on shifting cultivation practices and
agro-forestry activities on which the traditional land users in the area depend. They are rubber
tapper families who also practise small-scale agriculture, largely for subsistence. The 18 families
living in the project area (roughly 100 people) are classified as “deforestation agents,”
responsible for forest loss. As part of a community participation requirement, participants were
asked to sign a document that they could not read that in reality recognized the company
responsible for on the ground management of the project as owners of the land.
2. Scolel'Te forest carbon project, Chiapas, Mexico
In the face of collapsing coffee prices, indigenous coffee farmers were encouraged to join the
project in order to diversify their land use.
The reality: Changes in land use have disrupted the community’s food security, and payment for
“environmental services” as they are dependent on the maturity of trees planted at the inception
of the project, are insufficient to guarantee food security lost as a result of the project. The
establishment of “environmental police” – meant to enforce conservation efforts in the project
area – appears to have created fears within bordering communities that they will be driven off
their land because they lack official land titles. Although the government claims that the
communities wishing to stay will be allowed to do so, the Governor of Chiapas, Juan Sabines,
stated that: “Of 179 ‘irregular’ settlements within the jungle’s protected area, most have been
removed and only 11 remain.”
3. Kalimantan Forests and Climate Partnership (KFCP), Indonesia
This project was launched in 2007 pursuant to an agreement between the Governments of
Indonesia and Australia. The project was jointly administered by AusAID and the Australian
Department of Climate Change and Energy Efficiency (DCCEE) and also involved several
NGOs including Wetlands International, Borneo Orangutan Survival Foundation, CARE and
WWF.
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The reality: The project was planned without the community. Important information was
withheld from them. The result is that only 50,000 trees were planted. Even fewer actually grew
in the area selected for tree planting. The blocking of the drainage canals used by villagers to
travel to their rubber trees also failed because of the resistance of local residents. In the Dayak
Ngayu culture the very act of planting trees secures individual land tenure rights over that area.
KFCP tree planting activities can thus be interpreted as a foreign assertion of ownership rights
over community land. “What is noticeably absent from Australian thinking on REDD in
Indonesia is an appreciation of the part played by corruption, illegal logging, poor rule of law,
and the oil palm, timber, and paper/pulp industries in undermining REDD.”
The project was cancelled in June of 2013.
The conclusions of this World Rainforest Movement compilation of studies by numerous NGOs
are apt:
1. Small producers and Indigenous peoples practice of shifting agriculture is wrongfully
blamed for carbon pollution;
2. The real key drivers of forest loss are large-scale, often illegal deforestation. The report
cites studies concluding that "nearly half (49%) of all recent tropical deforestation is the
result of illegal clearing for commercial agriculture; and that "half of this illegal
destruction was driven by overseas demand for agricultural commodities including palm
oil, beef, soy, and wood products; 2
3. Problems of leakage are not addressed. 3 Surveillance and monitoring measures focus on
community use of forests, not large-scale deforestation or biodiversity destruction.
4. REDD fuels conflict among and between communities: community people are many
times hired as “environmental police” to enforce the prohibited traditional subsistence
practices.
5. REDD undermines existing and future rights to territories. Even where land title or
customary rights might be recognized on paper, implementation of REDD projects especially those that generate carbon credits - is likely to lead to forest peoples effectively
losing the control over their territories that a title document might initially grant.
6. Tradable REDD credits are a form of property title. Those who own the credit do not
need to own the land nor the trees on the land. What they do own is the right to restrict
traditional use practices on the land; to monitor what is happening in the territory and to
request access to the territory at any time they choose as long as they own the carbon
credit.
7. The suggestion that land tenure and customary rights questions can be achieved within a
short timeframe shows the misconception of the tenure context in many countries where
REDD initiatives are taking place.
2

In addition to devastating impacts on forest-dependent people and biodiversity, the illegal conversion of tropical
forests for commercial agriculture is estimated to produce 1.47 gigatonnes of carbon each year—equivalent to 25%
of the EU’s annual fossil fuel-based emissions." REDD will by definition of a market-based mechanism not address
those 50% of the illegal deforestation.
3
the KFCP project with a 120,000 ha […] project area pales in comparison with the 15.1 million ha of the total area
in central Kalimantan, at least 83 per cent of which will be converted or destroyed through either oil palm,
monoculture pulp plantations or mining permits issued by the relevant authorities.
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8. Where communities receive benefits or are offered jobs, these often increase inequalities
within the community: benefits went primarily to local elites and restrictions applied
mainly to marginalized community members.
9. REDD is used as a political tool for advancing use of offsetting, including beyond the
climate context. One lesson that conservation NGOs like The Nature Conservancy appear
to have learned is to abandon the projects, or pass responsibility on to the local partners
when conflicts arise and just set up new REDD projects in places where the illusion of
success “… has not yet been pinched by reports exposing the reality of REDD conflicts,
contradictions and lies.”
10. REDD is immoral and unjust, as those who have contributed the least to the climate crisis
and are pushed to alter the land use that provides their sustenance to allow the most
affluent members of society, who have a historic responsibility for climate change, to pay
their way out of the responsibility to change their lifestyle.

Other case studies point to the same failures of REDD projects in protecting
Indigenous peoples 4
CARB has received letters and comments citing Friends of the Earth International report, The
Great REDD Gamble, available online at: http://www.foei.org/wp-content/uploads/2014/09/Thegreat-REDD-gamble.pdf, citing among other major ills, major conflicts over land tenure and
ownership, where Indigenous peoples lose.
Many other studies available online also come to the conclusion that REDD not only fails to
protect Indigenous peoples in spite of much hailed “safeguards” but in fact work against their
rights and interests. See, e.g.,
1. Ribot and Larsen, Reducing REDD risks: affirmative policy on an uneven playing field,
International Journal of the Commons, Vol. 6, no 2 August 2012, pp. 233–254: (Even
when policies appear fair, the rural poor face severe biases in implementation. In
addition, the poor must compete on an uneven playing field of class, ethnic and other
social inequities and economic hurdles. With the development of the global forest
(carbon) conservation strategy such as Reduced Emissions from Degradation and
Deforestation (REDD), which is ushering in accelerated forest commodification, poor
people living in forests risk further marginalisation, exclusion and rights abuses.)
2. Alice B. Kelly & Nancy Lee Peluso (2015) Frontiers of Commodification: State Lands
and Their Formalization, Society & Natural Resources, 28:5, 473-495 (Using cases from
Ethiopia, Cameroon, and Indonesia, we show how practices, institutions, and laws that
expunge local rights and claims to land and replace them with state rights have been
fundamental to the creation of ‘‘new’’ frontiers. We argue that historical formalizations
of state land created the enabling conditions for today’s large-scale, international, and
4

With great thanks to Barbara Haya, for her research.
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national acquisitions of land, in ways that were unanticipated at the time of state
acquisition.)
3. Betsy A. Beymer-Farris & Thomas J. Bassett, The REDD menace: Resurgent
protectionism in Tanzania’s mangrove forests, Global Environmental Change 22 (2012)
332–341: (Through a case study of a ‘‘REDD-readiness’’ climate change mitigation and
adaptation project, we demonstrate how a shift in resource control and management from
local to global actors builds upon narratives of environmental change (forest loss) that
have little factual basis in environmental histories. We argue that the proponents of
REDD+ Tanzanian state, aid donors, environmental NGOs) underestimate the agency of
forest-reliant communities who have played a major role in the making of the delta
landscape and who will certainly resist the injustices they are facing as a result of this
shift from community-based resource management to fortress conservation.)
Given Environmental Justice principles developed in the United States, it is no great stretch to
describe REDD as racist. The World Rainforest Movement has compiled a website with articles
and studies coming to this conclusion. Larry Lohmann’s article, “Nigger” and “Nature”:
Expanding the Concept of Environmental Racism, is of particular relevance:
“Blowing a hole in the attitude, widespread among middle-class environmentalists, that
“I’m not a racist, so don’t talk to me about racism,” the concept highlights the ways that
nice guys without racist theories participate in racism, too – not only when they disregard
the extent to which pollution flows toward black and brown people and away from
whites, but also when they obey the rules of polite society that tend to forbid even raising
such uncomfortable issues.”
Recalling Mr. Kuntanawa’s comment as quoted by the above cited San Francisco Chronicle
article, that, “When we look at the forest, we don’t just look at it as carbon,” Larry Lohmann
observes:
“For example, REDD is racist not just because it grabs Indigenous people’s land to clean
up non-indigenous carbon dioxide emissions. It’s also racist because it discriminates
against indigenous ideas of land. Indigenous understandings of forests are not even
dismissed, because they are not even recognized as existing. A similar racism is inherent
in what Argentine sociologist Maristella Svampa calls “zones of sacrifice”, where
indigenous valuations of land are ignored as obstacles to the commodity export
economy.”
Mr. Fyneface, also quoted in the same Chronicle article has also written a critique of REDD in
Nigeria, Seeing REDD, Communities, Forests and Carbon Trading in Nigeria, makes the same
case:
“Appealing as the REDD option may sound, its implementations raises questions. In the
first instance, REDD has been challenged as engendering a form of colonialism in that
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developing countries are paid to maintain and grow forests to offset the pollution of
developed countries. The viability of the scheme for actually reducing greenhouse gas
emissions has been questioned. REDD may offer too little in the form of real mitigation
for climate change, in that it fails to push for an end to the burning of fossil fuels. As
partial as the solution REDD presents is, there is also the real possibility that while
certain forests are preserved under the scheme, logging and other activities will simply
gravitate to other none delineated forests thereby rendering the effort futile in reducing
emissions.”
“With neither adequate consultation nor alternative livelihoods options for communities,
the task force has been harassing community members that have depended on the forests
for generations. Movement and trade of products deemed to have been derived from the
forests are confiscated. At Nwanga Ekoi in Akpabuyo Local Government Area (LGA) for
instance, the task force routinely seizes agricultural products like kola nuts and fruits
meant for the market on account that they are derived from forests earmarked for REDD .
The harvesting of Afang leaves, a local vegetable consumed in West and Central Africa,
is now banned in affected forests. The hunting for bush meat, a main source of protein in
the communities, as well as the tapping of palm wine from the raffia palm and associated
brewing of kaikai, a local beverage, have been stopped.”

Conclusion
The Indigenous Environmental Network is familiar with CARB’s presentation, “Discussion on
Social and Environmental Safeguard Requirements for Potential Linked Sector-Based Offset
Programs of April 28, 2016. In this presentation the question is not whether REDD safeguards
actually protect Indigenous and forest peoples, but which of the many safeguards developed by
UN agencies such as the World Bank, the International Finance Institution, REDD readiness, the
World Bank Forest Carbon Partnership Facility, to name only a few, would be “best.”
The evidence presented herein would pose an entirely different question, one of the efficacies of
these so-called safeguards, of these proven false promises.
It should be kept in mind that REDD and REDD+ have been with us for over a decade. As amply
shown by many studies and reports on actual REDD and REDD type projects, safeguards simply
have not worked. One conclusion that is repeatedly drawn is that agencies of the State have not
implemented them with any degree of good faith. Racism and social discrimination and the
marginalization of Indigenous peoples are still the standard. 5 The California REDDs
5

Sadly, environmental racism exists not only in other counties but in our own. The AB 32 offsets do not cut
emissions at the source, failing to address the concerns of frontline racial minority communities such as those of
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jurisdictional partners‘ legally binding human rights obligation have been on the books (and been
virtually ignored) for generations. (See, e.g., fn. 1) California’s REDD offset proposals will do
little to accelerate their implementation. Indeed California REDD only promises to delay justice
for Indigenous peoples even more.
This is the reality for Indigenous peoples. Given the proven gross inequalities as documented by
numerous reports and studies, REDD will subject Indigenous peoples living their traditional
lifeways to agencies of States with long histories of Indigenous peoples’ marginalization and
theft of their lands and resources, including forests. To subject Indigenous peoples to REDD
market forces and the interests of highly capitalized industry and economic elites can only
diminish them even more. This is reality.
We urge CARB not to become entangled in this endeavor, this morass. We urge the State of
California to abandon once and for all, carbon market forest offsets.

Respectfully submitted
Indigenous Environmental Network, May 15, 2016

cc: Tom Goldtooth, Indigenous Environmental Network Executive Director

Richmond and Martinez, California, who daily face the serious harm caused by their exposure to emissions from oil
refineries.
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The Carbon Fix, eds S. Paladino and S. Fiske, forthcoming 2016, Left Coast Press.
CHAPTER 11: Doing REDD+ Work in Vietnam: Will the New Carbon Focus Bring
Equity to Forest Management?

Pamela McElwee with Le Thi Van Hue, Nghiem Phuong Tuyen, Tran Huu Nghi, Nguyen
Viet Dung and Vu Dieu Huong

Attention to land-based carbon management has become an urgent global issue in the
past ten years, particularly in the development of “avoided deforestation” policies, referred to as
“Reduced Emissions from Deforestation and Degradation” or REDD+. Pilot programs to prepare
countries for “REDD+ readiness” are now emerging in many different nations, funded by
bilateral and multilateral donors, and involving new institutions like the UN-REDD program and
the Forest Carbon Partnership Facility (FCPF) of the World Bank (Cerbu et al. 2011). Yet key
questions have been raised about how REDD+ will actually work, given that nations themselves
will determine much of the on-the-ground activity towards meeting international benchmarks
(Corbera and Schroeder 2011). Further, many of the “REDD+ readiness” projects being
implemented focus on different interests reflecting the wide variety of donors supporting such
actions.
Given these heterogeneous approaches to REDD+ and the high diversity of countries that
plan to participate, it is unclear if REDD+ will actually reduce carbon emissions from
deforestation in a cost-effective way, which was the original goal of the policy. Additionally, is it
realistic to hope that REDD+ can fundamentally change unsound forest management regimes
that have dominated in tropical countries for much of the past 100 years? A final question
surrounds the social impacts of REDD+ approaches: can REDD+ do more than just conserve
Page 1
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carbon? Many organizations have asserted that REDD+ activities need to be combined with ‘cobenefits,’ such as biodiversity conservation or sustainable development, and using REDD+ to
tackle poverty among forest dwellers has been a commonly proposed approach (Tacconi et al.
2013; Luttrell et al. 2013). In other words, can REDD+ motivate more participatory, livelihoodpositive benefits for marginalized forest peoples?
These are ambitious hopes, and I explore how realistic they may be by looking at the
development of REDD+ in one developing country that has long struggled to reconcile
sustainable forest management with the needs of a growing and relatively poor population. By
following how REDD+ readiness activities have unfolded in Vietnam over the past five years, I
ask questions regarding the relative prioritization of non-carbon goals in Vietnam’s REDD+
process. In this chapter, I assess three key topics that will need to be addressed with regard to
how REDD+ can focus on the needs of forest-using communities. First, I look at whether
participatory mechanisms for local involvement in forest management have been included in
REDD+ priorities. Secondly, I examine how the question of livelihoods have been addressed by
local policymakers, and how benefits might be used to improve local conditions, especially for
the poorest. Finally, I examine how safeguards are being developed to potentially guard against
abuses of rights for those participating in or affected by REDD+.
My initial conclusions from this assessment of Vietnam’s situation is that existing
mechanisms to address participation and livelihoods, as well as the requirement that there be
“safeguards” in place, are currently insufficient to spark much needed reforms in an intransigent
state forest management system. While much global attention has focused on the potential of
market mechanisms like REDD+ to endanger local livelihoods through exclusion from resources
(e.g. Corbera 2012), such concern may be focused on the wrong elements of REDD+. Indeed, the
Page 2
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so-called “market” aspects of REDD+ are in some ways a red herring, as it is likely that much
REDD+ funding will continue to arrive in form of bilateral and multilateral development aid for
the foreseeable future, as is the case currently for Vietnam. Yet even in this type of non-market
funding situation, there is thus far insufficient attention to key concerns surrounding participation
and livelihoods.
[H1] Methods
In this chapter I use fieldwork I have been conducting in Vietnam since 2008 on the
emergence of REDD+, especially my participation in a number of stakeholder workshops and
meetings on policy among both national and local actors, along with surveys of local households
in one province where REDD+ readiness work has been piloted since 2010 (Lam Dong province
in the south central area of the country in an upland tropical forest area). I also look at how
participation, livelihoods and safeguards have been incorporated in the development of the first
two provincial REDD action plans (known as PRAPs), whereby local provinces have taken on
the work of determining how they are likely to implement REDD+ (Lam Dong province and
Dien Bien province in the Northwest of the country; see Figure 1). In the following sections of
this chapter, I look at how questions surrounding participation, livelihoods and safeguards have
been discussed in global REDD+ negotiations, and how these are being addressed in REDD+
readiness projects on the ground in Vietnam.
[McElwee_Figure1 about here]
[H1] Participation and Livelihoods in Global REDD policies
Formal negotiations over REDD+ have been underway since the 2007 Bali meeting of
the Conference of the Parties (COP), where the concept was endorsed for the first time by the
signatories of the Framework Convention on Climate Change (UNFCCC) (for a comprehensive
Page 3
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review, see Corbera et al. 2010; Agrawal et al. 2011; Gupta et al. 2013). Following the Cancun
COP in 2010, the working group on Long Term Cooperative Action agreed to support the
development of REDD+ and encouraged countries to begin to contribute to future
implementation by taking a number of steps (see Box 1). As the Cancun statement indicates,
formulating REDD+ and other forest policies in a participatory way, or how REDD+ might
facilitate positive impacts on the lives of the poorest forest dwellers, did not receive formal
attention. Rather, the idea of safeguards was chosen as a stand-in for these larger questions of
equity and benefits from REDD+.
[ext] Box 1. The Cancun Statement on REDD
At the Cancun Meetings of the UNFCCC, countries were encouraged to begin to develop:
(a) A national strategy or action plan;
(b) A national forest reference emission level and/or forest reference level or, if appropriate, as
an interim measure, subnational forest reference emission levels and/or forest reference levels, in
accordance with national circumstances, and with provisions contained in decision 4/CP.15, and
with any further elaboration of those provisions adopted by the Conference of the Parties;
(c) A robust and transparent national forest monitoring system for the monitoring and reporting
of the activities referred to in paragraph 70 above, with, if appropriate, subnational monitoring
and reporting as an interim measure, in accordance with national circumstances, and with the
provisions contained in decision 4/CP.15, and with any further elaboration of those provisions
agreed by the Conference of the Parties;
(d) A system for providing information on how the safeguards referred to in annex I to this
decision are being addressed and respected throughout the implementation of the activities
referred to in paragraph 70, while respecting sovereignty” (Paragraph 71, Cancun Agreements,
Page 4
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http://cancun.unfccc.int) [end ext]
In order to begin setting up local action plans, monitoring systems and safeguards, many
bilateral and multilateral donors have been funding “REDD+ readiness” pilot projects since
2009. These include the World Bank’s FCPF and the UN’s UN-REDD programs, as well as the
Norwegian Development Agency, which has been a large supporter of bilateral REDD+
readiness actions, including pledges of $1 billion to Indonesia, $250 million to Guyana, and $30
million to Vietnam, among other countries. In addition, some voluntary carbon accounting
projects involving the private sector have also begun to operate in anticipation of REDD+
financing in the future.
However, questions of good governance, particularly in the form of formal arrangements
for participation in the development of REDD+ policies, have not been well-addressed in most
country readiness plans for REDD+, according to early analysis. Despite the fact that many
donors, such as UN-REDD, have called for clear systems of information access and local
participation (UN-REDD 2013), reports to date have indicated that participation has generally
been weak in pilot activities, with many communities only consulted, rather than being involved
in a systematic manner in all aspects of REDD+ planning (Hall 2012; Brown 2013). Procedural
equity, in which affected communities are instrumental in the development of natural resources
programs, has long been an elusive goal for many governments in the global South (McDermott
et al. 2013). To date, there is no clear UNFCCC guidance on how local participation or equity
should be fostered or promoted through REDD+, leaving this question to individual projects and
county programs to tackle (Sunderlin et al 2014; Krause et al. 2013; White 2013). As a result,
many national-level REDD+ readiness projects have primarily proceeded in a top-down fashion,
and have focused mostly on technical issues, such as carbon monitoring, paying little attention to
Page 5
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structural changes that may be needed in forest sectors. As a report from 2011 has noted that in a
review of forest governance in Indonesia, Ghana, Mozambique, Tanzania and Vietnam, REDD
proposals have been “over-hasty, formulaic and barely credible plans that could do more harm
than good…[in the form of] fast- developing national REDD strategies that focus on how to
count and monitor carbon rather than how to bring about the major policy and capacity changes
needed to be ‘ready’ for REDD. All are based on the idea that with enough money over two to
four years, a top-down, government-led process will improve governance and give forest-based
practitioners what they need to guarantee emissions reductions and qualify for REDD payments”
(IIED 2011).
Livelihoods have similarly not been a major topic of discussion at UNFCCC meetings to
hammer out REDD+ standards. Livelihoods have largely been equated with discussion of benefit
sharing; that is, how to get money to people who undertake forest conserving activities (Lawlor et
al. 2010; Luttrell et al. 2013). Many REDD+ proponents have rather simplistically assumed that,
all other things being equal, a land use that provides the most money will be the one that the
farmer chooses; thus REDD+ discussions have often focused on quite basic models of forest area,
carbon prices, and opportunity costs (e.g. see Strassburg et al. 2009). But livelihoods are about
more than income; they are about how individuals and households manage a portfolio of actions
to support household welfare and achievements, including, though not entirely limited to, income
stream management. To date, the experience of forest carbon projects on livelihood indicators is
mixed; some carbon projects have increased smallholder incomes, diversified livelihoods and
built capacity and skills, while other projects have had minimal or negative impacts (Boyd et al.
2007; Caplow et al. 2011; Reynolds 2012; Lawlor et al. 2013). Unfortunately, many REDD+
readiness projects have downplayed these challenges in favor of mostly technical discussions of
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setting carbon prices and covering opportunity costs of participation, assuming that livelihood
gains will follow (Milne 2012).
Indeed, evidence to date indicates that rather than explicit attention to participation and
livelihoods, most discussion on the social aspects of REDD+ at the global level have focused on
how REDD+ projects will use safeguards to ensure participants’ rights are protected and there
are no adverse impacts on involved communities and households (Chhatre et al 2012; VisserenHamakers et al. 2012). These safeguards include use of such actions as Free, Prior and Informed
Consent (FPIC) in advance of REDD+ planning. The COP at Cancun in 2010 agreed to the
principle of safeguards, although details were lacking; many COP participants found the final
decision too weak, as it only requires from participating nations “a system for providing
information” on how governments are addressing the problem of safeguards in REDD+. The
Subsidiary Body on Scientific and Technical Advice (SBSTA) has been working through
possible approaches for reporting on safeguards in the future, but guidance is still somewhat
unclear. Consequently, different REDD+ projects have developed their own approaches to
safeguards, including the UN-REDD’s Principles & Criteria (P&C); the World Bank’s FCPF
Strategic Environmental and Social Assessment (SESA); and the Community, Conservation and
Biodiversity Alliance (CCBA) REDD+ Social & Environmental Standards (SES).1
Yet while these safeguard standards all refer to the idea that local communities must be
involved in REDD+ development, experience on the ground suggests that many of the private
carbon projects certified by CCBA, for example, failed to meet stated goals for participation and
information access (Suiseeya and Caplow 2013). Further, the limited focus of many safeguards
policies at the project level has primarily been on preventing abuses (a ‘do no harm’ approach)
rather than bottom up suggestions on how to enhance local forest-based livelihoods as part of a
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multi-faceted sustainable forest management strategy (a ‘do more good’ approach) (McDermott
et al. 2012; De La Fuente and Hajjar 2013). Given this lack of attention to participation and
livelihoods as integral components of safeguards, it is not surprising that many countries like
Vietnam, which are attempting to initiate REDD+ activities, have had problems prioritizing these
issues, as I explore below.
[H1] Forest Management Challenges in Vietnam
Before reviewing how REDD+ projects are addressing participation and livelihoods in
Vietnam, I briefly overview how previous eras of forest management and policy have addressed
these questions. Importantly, the state has long been the dominant actor in Vietnam’s forest
sector. Shortly after the Democratic Republic of Vietnam (DRV) was founded in 1954, forest
policy was developed for the complete nationalization of the forest estate and the establishment
of state-owned logging companies to manage these lands. The nationalization of forests was
extended to the South after 1975, during reunification of Vietnam at the conclusion of the
Vietnam War (McElwee 2016). In 1986, the ruling Communist Party began to liberalize the
economy and move to more market-oriented planning. Land and forest laws were revised in the
early nineties, and at that time it was believed that issuing long-term lease rights for households
to use forest land, rather than continued state management, would result in better protection of
forests and expansion of tree planting. However, this decentralization was top-down, and local
participation (with a few exceptions) was mostly limited to receiving poor-quality lands for
reforestation. The state retained control over much of the best forest land, such as those in
national parks and reserves, and the land allocation policies only ended up providing individual
household rights to less than 1/3 of the total forest estate, while various state organs (including
the Ministry of Agriculture, state-owned logging companies, local provinces, the army and so
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forth) continue to control the rest (Nguyen 2006).
Ambitious forest plantation programs have expanded forest cover in recent years,
although deforestation remains problematic in many protected reserves. Further, communities as
legal entities control forest rights in only a small number of provinces, amounting to less than
1% of the total forest land area (Nguyen 2006). Finally, the benefits of forestry have been
unevenly received, with many households receiving very little of their income from forest
sources despite living in heavily forested areas (Thuan et al. 2007; McElwee 2010). Conflicts
between forest-using communities and state forest managers continue on an almost daily basis in
many areas of Vietnam (To et al. 2013).
[H1] Development of REDD Policy in Vietnam
A national REDD+ steering committee was established in Vietnam in early 2011, facilitated
by the Ministry of Agriculture and Rural Development; a special REDD+ office, which will
coordinate with the UNFCCC, was established within the Vietnam Administration of Forestry. A
National REDD+ Network was set up in 2009 for NGOs and donors to offer advice to the REDD+
readiness process. This REDD+ Network has several subcommittees which have been tackling
issues such as governance; monitoring, reporting and verification (MRV); financing and benefit
distribution systems (BDS); and local implementation (Pham et al. 2012). The Government of
Vietnam approved a National REDD+ Action Plan for 2011‐2020 in summer of 2012, which
encourages the development of provincial action plans, pilot projects, and legal frameworks,
stating that the National REDD+ Program “will contribute to reducing emissions from
deforestation and forest degradation (REDD), to promoting forest conservation, sustainable
forest management and the enhancement of carbon stocks, jointly comprising REDD+, and at the
same time improving the livelihoods of the rural population in Vietnam” (Hang et al. 2011). At
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least 17 different donor-funded pilots are underway in assorted provinces to publicize REDD+,
conduct carbon baseline measurement, and perform other activities. By far the largest donor to the
readiness process has been Norway, which has pledged nearly $35 million total in 2 phases to the
Vietnam UN-REDD program; development agencies of the United States (USAID), Japan (JICA),
Germany (GTZ) and Finland are the other major bilateral donors.
Can these new REDD+ projects tackle some of the past barriers to successful forest
conservation in Vietnam? To answer this question, I examine how REDD+ projects are being
developed by different actors, and how these projects have dealt with key issues of participation,
livelihoods and safeguards.
[H1] Participation: Can REDD+ Increase Local Involvement in Forest Decision-Making?
Forest management in Vietnam has long been dominated by the state. Government forest
offices retain great control over both a significant land area that is directly state-managed, as well as
the right to be involved in private forest land management, such as through taxing and regulating the
sale of forest produce. Much of the local forest sector in Vietnam still operates on what is known as
a “xin-cho” model, which means “ask-give,” and which is a legacy of the long socialist era. Local
people and subnational governments ask for resources, which the central state grants (or not), but
local initiative is highly stymied by these norms of waiting for central government approval.
Increasing the initiative and participation of local actors has been a goal of donor projects in the
forestry sector for nearly 20 years, with mixed results (Wode and Bao Huy 2009). Despite a strong
push in the 1990s for attention to community forestry, for example, it still remains the case that less
than 1% of the forest area is managed by communities with firm land use rights. (This also means
that communities are also unlikely to be able to receive carbon payments collectively, at least for the
foreseeable future, due to these legal constraints (UNREDD and MARD 2010)). This is in contrast
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to relatively strong communal and indigenous tenure rights in much of Latin America, for
example.
REDD+ projects in Vietnam thus operate in a climate of uncertain responsibilities and roles
for local communities. Outside of direct project stakeholders, there is little awareness of REDD+
among local peoples and the general public (Pham et al. 2012), and civil society actors are
relatively weak and have little voice in REDD+ debates, where the state plays the leading role
(DiGregorio et al. 2013). The development of local policies and Provincial REDD+ Action Plans
(PRAPs) in two provinces so far have demonstrated that most activities surrounding REDD+ are
considered to be the responsibility of provincial forest departments, who only rarely engage with
demands of local households or communities. In the development of the Dien Bien province
PRAP, for example, authorities asserted that they had held some meetings with local
communities during the development of the policy, but it was not clear how this “participation”
influenced the outcomes of the process, or if these meetings were simply a way to pass
information downward. Furthermore, the final decision on which communes (the lowest level of
state administration) would receive REDD+ support and funding will be made by the province
on the basis of areas with high forest extent, high deforestation rates and the potential for
afforestation, not on local willingness or enthusiasm to undertake REDD+ activities (personal
communication, Dien Bien Forest Department, 2014).
The primary mode by which local participation is being integrated into REDD+ activities
in Vietnam is through implementation of Free, Prior and Informed Consent (FPIC) agreements,
which have been introduced by the UN-REDD project. UN-REDD has praised Vietnam as the
first country to successfully implement FPIC for REDD+ (UN-REDD 2010). Yet questions
remain about how transparent and fair such FPIC consultations have really been, and if they truly
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count as full participation. The concept is of FPIC is very hard to understand in Vietnamese and
primarily has been translated as a type of community consultation, rather than bottom-up
participation. For example, in pilot trials of FPIC in Lam Dong province, village level meetings
held by the UN-REDD project to get consent for REDD+ activities have been held but were very
short (only 2 hours), and only 45 minutes were allocated for questions and answers after
awareness raising activities (mostly centered on what climate change was, and how forests affect
climate, with frequent use of the metaphor that forests are like the lungs of the earth – see Figure
2) before the villagers had to make the decision to consent or not to REDD+ (Nguyen et al.
2010). Communities were not presented with any information on the possible risks and costs of
participation (such as changes in agricultural practices that they might have to made in response
to REDD+) that might have allowed them a fuller range of consent options. Rather, villagers in
group meetings were asked general questions like “Do you want your forests to be conserved?”
(personal communication, Lam Dong Forest Department, 2014). Not surprisingly, this was
supported by most people, since the question did not refer to any costs that might be incurred in
forest conservation or how it might be carried out.
[McElwee_Figure2 about here]
There was also little variation between communities in the options presented for
participation in an FPIC process: votes were held collectively (usually with a non-anonymous
show of hands) to say yes or no to REDD+. But there were few other possibilities for
communities to propose local inputs into the REDD+ activity development process (personal
communication, UN-REDD consultant, 2013).
[H1] Livelihoods: Can REDD+ Increase Household Incomes and Diversify Livelihoods
from Forests?
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Donors in Vietnam have emphasized the linkages between poverty alleviation and
forestry that might be addressed by REDD+. Yet current REDD+ readiness activities have paid
insufficient attention to how REDD+ could be used to fund specific poverty activities. For
example, the national REDD Action Plan proposes a general attention to “forest-based
livelihoods” but offers no practical ideas or suggestions of what types of livelihoods might be
encouraged and how financing would be used (Hang et al. 2011).
Two major structural issues stand out as particular livelihood challenges for REDD+. The
first is the channeling of REDD+ money and attention through provincial forest departments.
These have never had a history of success in attending to local livelihoods, as they are dominated
by professional foresters with little training or interest in economic, sociological or
anthropological approaches to natural resources. As provinces develop their local action plans
for REDD+ (PRAPs), the forest departments that are managing this process have devoted little
attention to questions of poverty and livelihoods. One of the least elaborated aspects of the two
existing PRAPs are the sections discussing how lost livelihoods might be compensated for if
REDD+ implementation requires changes in forest use. Little livelihood data is presented in either
document, in contrast to fairly detailed data on forest carbon content.
The second challenge is that REDD+ activities on the ground are so far primarily targeting
ethnic minority households, presumed to practice shifting (or swidden) cultivation and to be agents
of deforestation, to the exclusion of other drivers of deforestation, such as state logging and statedriven coffee and rubber expansion. The two existing PRAPs primarily discuss the impact of local
ethnic minority households on forest resources. Yet significant non-local, non-ethnic minority
drivers of deforestation, namely the conversion of forests for rubber plantations in Dien Bien and
for greenhouse export-oriented agriculture in Lam Dong, are not addressed in either province’s
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PRAP. This attention to the poorest households as responsible for forest loss, while wealthier and
more connected individuals and companies are not examined, is potentially worrisome.
In terms of national Vietnam policy, livelihoods in the context of REDD+ have mostly
been addressed through discussion of a benefit distribution system (BDS) (UNREDD and
MARD 2010; Sikor et al. 2012). So far, indications are that a national REDD+ fund will be set
up, which would disburse finances downward to provincial funds, which would decide how to
distribute to local beneficiaries. How to ensure conditionality (that is, that payees only get the
money if the forest protection is delivered) remains problematic in national discussions. Trial
consultations in local provinces on benefit distributions systems also reveal wide disparities
between groups as to how benefits might be shared, such as if they should be in cash or in kind
(Sikor et al. 2012). To date, no payments have yet occurred in any major REDD+ readiness pilot
in Vietnam. This has been a source of disappointment in local areas, especially in Lam Dong
province, where such pilots are now nearly 5 years old. As one provincial official said in an
interview, “Phase one of REDD has had a lot of talk, but not much action… REDD we’ve
discussed for five years and there is no money. We’ve promised people we will give them money
in the future but it’s not clear that we will be able to do so. And that is very dangerous” (personal
communication, Lam Dong official, 2014).
[H1] Will REDD Safeguards Be Sufficient?
Like other countries, Vietnam has been discussing setting up a legal safeguards system
(known in Vietnamese as đảm bảo an toàn) for REDD+, and it is clear that the minimal
decisions on safeguards that were passed at the Cancun COP are now affecting country
implementation. In a recent draft report, a proposed national safeguards “roadmap” for Vietnam
is quite legalistic and does not move far from the basic Cancun safeguards framework. Local
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provinces are likely to follow the lead of national authorities on this: officials in Dien Bien
province told me that safeguards should be established nationally and thus these were not
included in consideration of their local PRAP.
Currently, the draft national safeguards roadmap refers primarily to ensuring a consistent
legal environment and assuring information access on REDD+, but proposes little else to
improve participation, equity or development as a required goal or outcome of REDD+ projects
(SNV and VNFOREST 2013). For example, the roadmap suggests matching REDD+ safeguards
to other requirements under commitments such as the Convention on Biological Diversity, but
the reporting obligations for these other conventions are quite weak and have few formal
requirements. In interviews with policy-oriented non-governmental organizations (NGOs) in
Vietnam, activists expressed concern that existing international reporting requirements for
conventions are minimal, and that the reports issued are usually short and written by consultants
for the sake of meeting requirements, rather than to effect policy or implementation on the
ground. These NGOs are concerned that REDD+ safeguards reporting to the UNFCCC will
similarly be formulaic. They fear that reporting will include neither serious consideration of how
to protect vulnerable peoples from abuse in REDD+ projects, nor holistic consideration of how
to use REDD+ to promote more equitable livelihoods in development (personal communication,
Vietnam NGO, 2014).
How might a more active level of engagement with reporting and safeguards be
achieved? The safeguards roadmap refers to the need to provide “access to information” for
REDD+, but according to one NGO activist interviewed, this is a weak safeguard unless people
know to how to make use of public information. For example, some countries use public
advocates, who help people navigate access to public information.
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Further, it is not clear what mechanisms will be in place to enforce statutory rights in
REDD+, for instance, through grievance mechanisms. Vietnam does not have a tradition of
using citizen lawsuits to enforce existing environmental laws, as is the case in other countries.
One NGO worker suggested that REDD+ would be much strengthened if it included the ability
to sue government forestry departments if safeguard regulations are not followed. Such a
mechanism has not traditionally been available in Vietnam, and should it be implemented for
REDD+, it could have a positive effect on other areas, such as pollution law enforcement, stated
the activist.
[H1] Conclusions: Making REDD+ Participatory and Pro-Poor
To what degree will REDD+ be able to make good on the many high hopes that have
been placed on it? The potential signs that REDD+ is proceeding with insufficient attention to
participation and livelihoods, and with weak and unenforceable safeguards, should be worrying
news. In places where REDD+ and carbon valuation are driven by top-down processes, whether
by donors or states, the outcomes are likely to be less satisfactory than in places with bottom-up
and genuine participation (Schroeder and McDermott 2014). Angelsen (2013) expresses
pessimism that donor-led funding can lead to substantial policy reform, without lower-level buyin, and REDD+ is likely to be no exception. Disappointments on both global and local scales
may be common outcomes. As one local official in Lam Dong said to me, getting involved in
REDD+ is like “grabbing for the sky,” in that it seems a far off and impossible task to meet both
international obligations and local expectations (personal communication, Lam Dong Forest
Department, 2014).
For Vietnam, it is not yet clear how REDD+ can be a positive driver for change in the
forest sector. Overall, in the discussions about REDD+, and in the development of local policies
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and pilots to date, very little attention has been paid to the poverty and social aspects of REDD+
implementation. Despite lip service from donors in documents for REDD+-readiness, the actual
development of provincial REDD action plans have paid little formal attention to participation,
livelihoods, or safeguards issues. Nor has attention been given to the risks that might be incurred
if poor people are induced to make land use changes in response to carbon markets that restrict
their production of food, or if new forms of exchange and marketization are introduced to areas
unfamiliar with them. There has been far more attention paid to more technical issues, such as
establishing baseline levels of carbon emissions, than to long term social monitoring of the
household-level effects of REDD+ payments and land use changes.
The lack of strong support from the UNFCCC from the earliest stages for a unified
safeguards approach is potentially burdensome for national and subnational levels that are
seeking guidance, and the minimal devotion to key social concerns in the Cancun and Warsaw
frameworks has meant that these issues are treated fairly simplistically at country levels. For
example, in Vietnam, the idea of “participation,” which encompasses a potentially large range of
possible actions, is primarily reduced to the idea of doing a FPIC consultation. Sustainable
livelihoods approaches, which might reveal a range of possible activities, are primarily reduced
to the idea of having a formal benefit-distribution system (BDS). Are FPIC and BDS likely to
truly empower citizens to play more engaged roles in forest management? So far, at least in
Vietnam, the indication is that FPIC is inadequate and participation too rote, while livelihood
indicators for BDS systems are weak and monitoring of livelihoods challenging.
Even the establishment of legal safeguards may not be sufficient to overcome these
challenges. Additional initiatives are also potentially needed, such as the creation of baselines to
understand livelihood changes, and of reporting mechanisms to track changes in health or
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education among REDD+ participating communities. Overall, the jury is still out on how
REDD+ will be able to be a tool for the betterment of local forest-using communities, but
continued attention to the issues of participation, livelihoods and safeguards is surely needed.2
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Box 1: The Cancun Statement on REDD

[ext] Box 1. The Cancun Statement on REDD
At the Cancun Meetings of the UNFCCC, countries were encouraged to begin to develop:
(a) A national strategy or action plan;
(b) A national forest reference emission level and/or forest reference level or, if appropriate, as
an interim measure, subnational forest reference emission levels and/or forest reference levels, in
accordance with national circumstances, and with provisions contained in decision 4/CP.15, and
with any further elaboration of those provisions adopted by the Conference of the Parties;
(c) A robust and transparent national forest monitoring system for the monitoring and reporting
of the activities referred to in paragraph 70 above, with, if appropriate, subnational monitoring
and reporting as an interim measure, in accordance with national circumstances, and with the
provisions contained in decision 4/CP.15, and with any further elaboration of those provisions
agreed by the Conference of the Parties;
(d) A system for providing information on how the safeguards referred to in annex I to this
decision are being addressed and respected throughout the implementation of the activities
referred to in paragraph 70, while respecting sovereignty” (Paragraph 71, Cancun Agreements,
http://cancun.unfccc.int) [end ext]
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Figure 2: Poster explaining “Trees are the Lungs of the Earth” outside a forest ranger
station in Lam Dong Province, Vietnam.
[H1] Endnotes
More details on these guidelines can be found at: UNREDD - http://www.unredd.org/Multiple_Benefits_SEPC/tabid/54130/Default.aspx; Forest Carbon Partnership Fund http://www.forestcarbonpartnership.org/sites/forestcarbonpartnership.org/files/Documents/PDF/Nov2011/FCPF%20
Readiness%20Fund%20Common%20Approach%20_Final_%2010-Aug-2011_Revised.pdf; and CCBA http://www.climate-standards.org/ccb-standards/
2 Acknowledgments: The research for this chapter was made possible by a grant from the National Science
Foundation Geography and Regional Science Division for the project “Downscaling REDD policies in developing
countries: Assessing the impact of carbon payments on household decision-making and vulnerability to climate
change in Vietnam” (grant #11028793). My Vietnamese collaborators on this project were additionally supported by
the Economy and Environment Program for Southeast Asia (EEPSEA) for fieldwork in 2011, and since 2012, they
have also supported by a US Agency for International Development (USAID) Partnerships for Enhanced
Engagement in Research grant: “Research and capacity building on REDD+, livelihoods, and vulnerability in
Vietnam: developing tools for social analysis of development planning”. Our deepest thanks to all these funders for
1

Page 26

DRAFT—Please do not circulate
Comment Overview

Navigate to Table of Contents
The Carbon Fix, eds S. Paladino and S. Fiske, forthcoming 2016, Left Coast Press.

their generous support. Thank you also to the Vietnamese partners who contributed to the collection of data outlined
in this chapter: Dao Minh Truong, Le Trong Toan, Ha Thi Thu Hue, Ha Thi Tu Anh, Nguyen Xuan Lam, and
Nguyen Hai Van.
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California Air Resources Board
1001 I Street
Sacramento, CA 95814

May 13, 2016

Submitted via ARB comments webpage: www.arb.ca.gov/cc/capandtrade/meetings/meetings.htm
RE: Technical workshop series on International Sector‐based Offsets from Tropical Forests
Thank you for the opportunity to submit comments to the California Air Resources Board regarding the
potential inclusion of international sector‐based offsets from tropical forests in its cap and trade
program. This is a critical moment for California to move forward in leveraging a small part of its
comprehensive climate program to directly promote the reduction of greenhouse gas emissions from
the cutting and burning of tropical forests, and send a powerful signal to tropical forest jurisdictions
around the world that robust, high‐quality programs to reduce deforestation and forest degradation can
and will be rewarded by carbon markets. The limited quantity of international offsets currently
permitted would leverage gains in emissions reductions from tropical forests around the world that far
exceed the offset quantity that would be credited in California’s system. In this way, California’s action
would amplify the impact of its climate program globally.
Once again, we commend CARB for only considering programs that ensure environmental integrity and
establish appropriate benchmarks for crediting reductions over time based on demonstrated
performance in reducing forest sector emissions at the level of the entire jurisdiction of a host state or
province. As we explain in further detail below, we believe that taking a whole‐sector, jurisdictional‐
level approach to crediting emissions reductions from reducing tropical deforestation and degradation
will result in real, additional reductions in partner jurisdictions that benefit the atmosphere and forest‐
dependent communities.
A jurisdictional approach recognizes aggregate reductions achieved below the level of a baseline across
the entire region. A rigorously set baseline is thus analogous to an ambitiously set and enforced cap
under a cap‐and‐trade program at the level of a whole state such as California or Quebec, which is
implementing a whole suite of measures to limit aggregate emissions and transition the economy to a
lower emissions growth model. We would once again like to emphasize, that this approach provides
similar assurance of additionality, consideration of leakage, and ability to manage risks of non‐
permanence at the level of the entire jurisdictional system.
The jurisdictional approach to crediting emissions reductions across the entire forest sector of a state,
province, or country, provides incentives for actions at the government as well as private actor level,
thus engaging all the potential levers of change for reducing deforestation and transitioning economies
at broad scale. Measurement of emissions ‐‐as well as monitoring, reporting, and verification (MRV) of
emissions reductions against a historical baseline – are far more accurate and robust at the
jurisdictional level, and achieve a lower cost per unit over the scale of an entire region than at small‐
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scale, project level. Jurisdictional programs also ensure that any leakage (potential shifts in emissions
from one actor to another) is accounted for at the level of the entire jurisdiction, just as any leakage
from one actor to another is addressed within a cap‐and‐trade program.
The ARB staff white paper posted on March 18, 2016, as well as the staff presentations made during the
three technical workshops conducted this spring, requested specific feedback on several areas on which
EDF would like to weigh in.
Program Scope: EDF concurs with the recommendations of the REDD Offset Working Group (ROW), that
California should credit emissions reductions from both reduced deforestation and degradation within
jurisdictional programs that demonstrate comprehensive measurement and accounting of those sources
of emissions across their forest sector. In addition, ARB should look to develop robust criteria for
crediting carbon stock enhancement of natural forests, in jurisdictions that explicitly measure and
monitor these activities within their programs, provided that they again, are able to demonstrate that
both measurement and accounting for carbon enhancement meet appropriate standards of
measurement.
Crediting Pathway: We agree with CARB’s assessment that the partner jurisdiction which implements a
program to reduce emissions from its forest sector must ultimately account for and determine the
number of credits that can be issued and offered as offsets for compliance with California’s cap and
trade system.
Reference Levels: EDF heavily endorses the proposed approach outlined in CARB’s March 18, 2016 white
paper that reference levels should be set based on historical deforestation emissions across the entire
forest sector in a given partner jurisdiction, thus eliminating hypothetical projections of deforestation
trends in a given jurisdiction, and instead incentivizing programs that have adopted deforestation
reduction targets that will reduce deforestation emissions against measurable historical levels and
ensuring additionality. Further, we agree that a ten‐year historical time period is adequate to capture
year‐to‐year variability in deforestation rates, while reflecting the recent policy and economic context
within which the program is being implemented.
Crediting Baselines: We recommend that the crediting baseline be set in relation to an ambitious
deforestation reduction trajectory or “target” that is appropriate for each state and increases in
ambition over time. The crediting baseline should lie below the reference level but above the targeted
level of deforestation emissions in each host state so as to allow that state to receive crediting that will
support and sustain its efforts to achieve and potentially even exceed this target. Establishing a
crediting line in relation to a target trajectory allows flexibly to tailor the crediting requirements over
time according to the capacities and other conditions in each host state. This approach is also
analogous to evaluating another jurisdiction’s cap for a linkage. However, also as the ROW
recommendations suggest, if a partner jurisdiction can already demonstrate own efforts on reducing
emissions, it may be possible to justify setting the crediting baseline equal to the reference level,
keeping in mind that reductions attributable to the partner jurisdictions own efforts should still be
measured and reported.
Leakage: Monitoring of emissions and crediting reductions relative to a baseline at a jurisdictional scale
are the best approaches for accounting for any potential leakage (shifts) in deforestation within the
jurisdiction. In other words, if forest protection efforts result in deforestation merely shifting to another
part of the jurisdiction, the net impact on deforestation and associated emissions will be reflected in the
jurisdictional level accounting. We also recommend that ARB establish simple yet effective approaches
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to ensure that forest protection efforts within a jurisdiction are effectively addressing the root causes of
deforestation, chiefly pressures to expand agriculture in an unsustainable manner, rather than merely
shifting these pressures to other locations outside the jurisdiction. The best way to do this is to ensure
that the jurisdiction is maintaining, rather than suppressing, agricultural and forestry output at the same
time that encroachment on forest areas is being controlled. We have developed a simple approach for
estimating the potential for leakage called the “effective area approach.” This tracks whether, for every
hectare of forest land protected rather than deforested, the jurisdiction has added an “effective”
hectare of commodity production elsewhere within its borders, either by extending production or
improving productivity on existing production areas. Thus a hectare of agricultural production can
effectively be added by adding one more hectare of agricultural production or doubling the productivity
on an existing hectare of agriculture.
This approach is simpler than other approaches that rely on modeling and that require detailed
information on what specific commodities would be grown on the areas of avoided
deforestation/degradation. A version of this approach has been adopted by the Verified Carbon
Standard (VCS) as one of its “global commodity leakage modules” under its Jurisdictional and Nested
REDD+ (JNR) standard.1 To the extent that the potential leakage is detected, some fraction of that
potential leakage could be deducted from the jurisdictional performance, as per the VCS approach
which considers likely leakage within the country in which the jurisdiction is located. Another approach
would be to assume one‐for‐one or 100 percent potential for leakage from any amount of hectares of
lost production not made up for in the jurisdiction either by more extensive or intensive production. This
would be a simplified and conservative approach to address the uncertainties over demand and supply
elasticities in global markets with the goal of encouraging mitigation of leakage within the jurisdiction.
As part of the process of developing the leakage module described above, we conducted an illustrative
assessment for the state of Acre, Brazil, over the period from 2006‐2011. While this analysis has not yet
been updated to 2015, it provides an illustration of the approach and a validation of Acre’s
accomplishments. The Figure 1 and Table 1 below show an example of the calculations described above
for the state of Acre, Brazil, based on official government deforestation and agricultural census data.
For illustration, the period 2006‐2011 was compared relative to a baseline period of 2000‐2005. The
black bars in Figure 1 show the reduction in deforestation in each year (average deforestation over
2000‐2005 minus actual deforestation in each year from 2006 to 2011), while the black bar with white
dots show the remaining hectares of deforestation in each year over 2006‐2011.
The reduction in deforestation is compared with the effective hectares of new commodity production
for cattle and the ten principal crop commodities for which data are reported. In addition to new
production, productivity increased so that “effective hectares” of production rose by more than actual
hectares. For illustration, we compare the “effective hectares” of new production using two methods,
assuming a baseline of constant yields over 2000‐2005 and assuming a baseline with yields rising at 4%
per year in line with average population growth.
Even in the case of the rising baseline for yields, the jurisdiction added new production in excess of the
lost potential area of production from reducing deforestation. This indicates that Acre’s program to
reduce deforestation did not result in net leakage from the jurisdiction. This calculation is conservative
in that it does not account for the likely lower productivity of land being deforested compared to land
being used for agriculture.
1

See here: http://www.v‐c‐s.org/sites/v‐c‐s.org/files/Global%20Commodity%20Leakage%20Module%20‐
%20Effective%20Area%20Approach%20v1%200%2004%20FEB%202014.pdf
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Figure 1. Estimated Change in Effective Area of Commodity Production in Acre, Brazil, over 2006‐2011
relative to 2000‐2005

Source: EDF analysis based on PRODES, Agricultural Census (IBGE), and Acre em Numeros. (Acre, State
government)
Note: the grey shaded bars correspond to the total “effective hectares” calculated in Table 1.

Table 1 shows how effective hectares increased for some commodities, chiefly livestock, cassava, and
corn while declining for others (rice and beans). The net effect was an increase in effective hectares of
production relative to the baseline period. Because Brazil’s 2012 agricultural census has not yet been
released, making 2006 the most recent year of data currently available, yields of cattle were assumed
constant from 2006‐2011. This will underestimate the increase in effective hectares if productivity
continued to rise after 2006 relative to the 2000‐2005 average. To address the periodicity of data,
leakage calculations could be estimated on a yearly basis but finalized every 5 years. In the interim, a
temporary leakage factor might be applied to the reductions from the jurisdiction, with further
reductions credited as the relevant data become available.
Table 1. Estimated Change in Effective Hectares of Commodity Production in Acre, Brazil over 2006‐
20011 (relative to 2000‐2005 average production and yields, rising at 4%/year)
Commodity
2006
2007
2008
2009
2010
2011
Bovines (cattle) 332,521 226,808 244,611 248,613 241,722 184,557
Cassava
2,347
10,497 16,178 5,452
20,919 24,934
Corn
1,536
211
1,567
‐2,462
11,566 10,339
Cane Sugar
562
599
1,028
603
2,573
4,635
Watermelon
151
32
389
291
908
789
Tobacco
40
‐7
‐53
‐72
‐41
‐46
Groundnut
30
31
63
90
82
150
Pineapple
2
‐13
64
74
325
335
Sweet Potato
1
1
10
8
21
33
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Rice (paddy)
Beans (grain)
Total

‐1,102
‐5,402
‐6,107
‐12,762 ‐10,400 ‐13,145
‐1,980
‐383
‐5,432
‐7,818
‐5,255
‐10,040
334,108 232,374 252,318 232,016 262,422 202,541

Source: PRODES, Agricultural Census (IBGE), and Acre em Numeros (Acre State government).
Note: Yields of cattle were assumed constant from 2006‐2011. This will underestimate the increase in effective
hectares if productivity has been rising.

Permanence: CARB’s approach to international sectoral offsets has important implications for
permanence, that is, the guarantee that a credited emissions reduction will not be released to the
atmosphere at a later date. The IPCC discussion of permanence makes it clear that for emissions
reductions (carbon flows) a permanent reduction is one that allows a given output (of energy or goods)
to be produced with less emissions than previously. “ . . . Suppose that a homeowner replaces an
incandescent bulb with a compact fluorescent, avoiding one ton of emissions over the life of the
compact fluorescent. The benefit is not reversed even if an incandescent bulb is installed at the end of
the compact fluorescent’s useful life.” 2
This is consistent with the understanding that a robust emissions reduction strategy must break the
historical link between energy output and economic growth and increased emissions. A jurisdictional
approach to reducing deforestation that reduces emissions while maintaining or increasing production
of the drivers of deforestation (in the Amazon, agriculture and cattle ranching), as Acre and other
Amazon states have done, breaks the historical link between production and emissions and thus results
in permanent emissions reductions. Crediting increase in carbon stocks, or sequestration, however,
requires mechanisms to ensure the preservation of particular carbon stocks, such as credit buffers or
carbon insurance.
To evaluate whether a jurisdiction has implemented an approach to reducing deforestation that reduces
emissions while maintaining or increasing production of the drivers of deforestation, we recommend
using the leakage metric described above as the central approach to identify risk of non‐permanence.
To the extent that there is a potential risk that some reductions achieved might be reversed later, it is
important that ARB establish rules for ensuring that reversal risk is effectively managed and mitigated by
participating host‐state programs, per the suggestions outlined below.
First, California should require that reversals are made up at the level of the entire jurisdiction, rather
than at the level of individual projects. This jurisdiction‐wide accounting is itself the best insurance
mechanism as it will pool the risk of reversals due to fires and other risks across the entire jurisdiction.
This will be particularly effective against uncorrelated risks that can be quantified and anticipated as
part of the crediting protocols.
Second, the risk of reversals at the level of the entire jurisdiction should be insured against through a
jurisdiction‐wide reversal buffer fund to which projects and other actors contribute via a share of their
credits or of their revenues, through private insurance, and/or another insurance mechanism to account
for reversal risks at the jurisdiction level (see Cortez et al. 2010 for more discussion of how such systems
can be structured)3. A buffer reserve of credits is an attractive alternative but is not the only viable
mechanism. A buffer may also need to be supplemented with escrow accounts or other mechanisms,
especially in the early years of the program when insufficient credits may have been generated to stock
2

http://www.ipcc.ch/ipccreports/sres/land_use/index.php?idp=73
Cortez, R., R. Saines, B. Griscom, M. Martin, D. De Deo, G. Fishbein, J. Kerkering, D. Marsh. 2010. A Nested
Approach to REDD+ Structuring effective and transparent incentive mechanisms for REDD+ implementation
at multiple scales. The Nature Conservancy and Baker & McKenzie. Arlington, VA.
3
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a reversal buffer reserve (though this issue could be ameliorated, at least in part, through the use of
early action credits as already suggested above).
Third, if the jurisdiction‐wide buffer reserve or other insurance mechanism proves insufficient, California
should consider provisions by which a host state/province can true up any credits reversed through
reductions earned in subsequent commitment periods (plus an interest penalty). This true‐up would
need to occur before issuing any additional credits for reductions in that period.
Finally, private insurance mechanisms may develop through which market participants can cover any
residual risks not effectively managed internally by the host states. A price premium should accrue to
host states that can produce credits with lower expected risks. Allowing prices to reflect such different
risks is appropriate to provide market incentives that reward superior performance.
Social Safeguards: The establishment of rigorous social and environmental safeguards are a critical
component of any jurisdictional program for reducing emissions from deforestation and degradation,
both to amplify the co‐benefits of those programs, as well as to ensure those programs’ ultimate
success. Forest communities must be included in, and benefit from, the development and
implementation of forest policies and programs. Forest communities are valuable partners in the effort
to mitigate deforestation emissions and develop sustainable approaches to the conservation and use of
forests that ensure their current and future well‐being.
A transparent demonstration of equitable benefit sharing and implementation of the principles of Free
Prior and Informed Consent (FPIC) are paramount to determining the adequacy of any jurisdiction’s
approach to implementing social safeguards. EDF endorses the principles set forward the REDD+
safeguards found in Annex 1 of the UNFCCC Cancun Agreement, the guidance on safeguard information
systems in UNFCCC 12/CP.17 and best‐practice standards such as the REDD+ Social & Environmental
Standards (SES). In examining a potential linkage for international sector‐based offsets from forests,
CARB should carefully examine the individual facets of a jurisdiction’s safeguards standards and
practices, including specifying how potential partner jurisdictions will satisfy and operationalize
safeguards, as well as monitor and report on their implementation.
Acre’s state Incentive System for Environmental Services (SISA) program (see further description below)
has established a system of social and environmental safeguards that is exemplary and carries
certifications from both REDD+ SES and the Climate, Community, and Biodiversity Alliance (CCBA).
While Acre’s model and the standards set by these certification bodies provide excellent guidelines,
individual jurisdictions may be able to demonstrate rigorous standards that do not necessarily carry
these certifications. In the future, CARB may want to discuss with potential partner jurisdictions the
relative costs and benefits associated with specific certifications, provided that the jurisdiction can
demonstrate the establishment and implementation of an equivalently rigorous mechanism for
implementing and monitoring social and environmental safeguards.
The Acre Program: EDF further commends CARB for its selection of Acre as a partner in evaluating the
possibility of using international sectoral offsets from reduced deforestation in AB‐32. Acre has since
1999 pioneered in developing policies and programs in support of environmentally sustainable, socially
equitable development. Broadly participatory process and particular focus on minority and
disadvantaged communities have been hallmarks of the last five state governments. Acre’s state
Incentive System for Environmental Services (SISA) was adopted in 2010 by unanimous vote in the State
Legislature, and has been certified by both the Climate, Community and Biodiversity Alliance (CCBA),
leading developer and certifier of social and environmental standards for emissions reductions projects
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and programs, and the REDD+ Social and Environmental Standards (SES), widely regarded as the most
comprehensive and stringent set of social and environmental standards for deforestation reduction
projects and programs. Acre was the first jurisdiction to complete all ten steps of the REDD+ SES,
including the REDD+ SES International Review4, evaluating the quality of the process flowed to
implement the standards.
Acre has further demonstrated in practice the very significant advantages of a jurisdictional approach to
reducing deforestation for equitable and effective benefit distribution. In a stand‐alone project
approach, where “additionality” must be demonstrated at the individual project scale, project
proponents with high historical deforestation, or high immediate risk of deforestation, will inevitability
generate more credit than proponents with low deforestation and low risk. Indigenous and forest
communities that have historically protected their territories have low deforestation and may be far
from active frontiers are at a disadvantage under a localized, project‐based approach to setting
reference levels. In Acre’s SISA, however, emissions reductions are tallied at the state level, and
allocated to programs designed and negotiated with all stakeholders responsible for providing the
service of reducing deforestation and ensuring that Acre meets its deforestation reduction targets.
Figures 2‐3, detailing the distribution of Acre’s first two international transactions of emissions
reductions credits with REDD+ Early Movers program of the German development bank, Kfw,
demonstrates how proceeds were divided among indigenous peoples, family farmers, ranchers and the
government, in practice.
Figure 2. Distribution of Benefits
REM Program I (R$ 2012‐2015)
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Figure 3. Distribution of Benefits
REM Program II (R$ 2013‐2015).
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Source: Acre Climate Change Institute (IMC).

Further to EDF’s own technical comments and views on the value on including sector‐based
international offsets from tropical forests in its program, we would also like to draw CARB’s attention to
broad‐based support for moving forward in this process from civil society groups, including many of
Brazil’s leading environmental organizations and business leaders on sustainability and climate
action. Attached are a letter from Brazil’s Climate Observatory, a civil society coalition of some forty of
Brazil’s most accomplished groups working on climate change (See Appendix I and I.1). Also find
http://www.redd‐standards.org/what‐is‐new/150‐state‐of‐acre‐brazil‐first‐country‐to‐have‐completed‐
the‐full‐ten‐step‐process
4
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attached a letter from the Brazilian Coalition on Climate, Forests and Agriculture, a coalition of 110
leading NGOs and companies addressing climate change and land use change (Appendix II and Appendix
II.1), both strongly supporting the inclusion of international sectoral offsets from reducing tropical
deforestation in AB32.
By moving forward to recognized sector‐based offsets from reducing deforestation in rigorous and high‐
quality programs in tropical forest jurisdictions, California can continue to lead the way on climate
change in partnership with other states, provinces, and nations who are taking action. Initiatives for
reducing emissions from deforestation and forest degradation – the source of more emissions globally
than all the cars and trucks in the world ‐‐ are a critical part of addressing global climate change,
including climate change in California.
We hope that you will consider these comments in creating a pathway l strengthen California’s program
at home and dramatically increase the global impact of California’s climate action.
Sincerely,
Steve Schwartzman
Senior Director, Tropical Forest Policy
Global Climate Program
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Appendices
Appendix I
Brazilian Climate Observatory's Letter of support for the inclusion of
forest sector offsets from programs of “Reducing Emissions from
Deforestation and Land Degradation (REDD+)” in California’s AB 32
program
Appendix I.1
Climate Observatory - Clarification on OC letter
Appendix II
Support letter from Brazilian Coalition on Climate, Forests and
Agriculture
Appendix II.1
Members of Brazilian Coalition on Climate Forests and Agriculture
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Sao Paulo, Brazil, April 27, 2016

The Honorable Governor Jerry Brown
c/o State Capitol, Suite 1173
Sacramento, CA 95814

Dear Governor Brown,

We, at Climate Observatory1, a coalition comprising up to 40 Brazilian civil society
organizations with the objective to promote the advance of climate change agenda in Brazil.
are following the proposal for inclusion of forest sector offsets from programs of “Reducing
Emissions from Deforestation and Land Degradation (REDD+)” in California’s AB 32
program, which will soon be voted on by the Air Resources Board.
As climate change is a universal problem, we commend California’s efforts to design and
drive innovative solutions aimed at tackling climate change not only within its borders but
elsewhere in the world.
International Sector Based Offset Credits is one of many programs under consideration as
part of the Law for Solutions for Global Warming (AB32) and is an important mechanism
for reducing emissions from deforestation and protecting tropical forests, upon which
many communities’ lives and livelihoods depend, especially traditional and indigenous
communities living in the Brazilian Amazon.
Thus, we write to express the support of the Brazilian Climate Observatory to the State of
California for its significant efforts to reduce their greenhouse gas emissions domestically,
and also for considering the importance of tropical forest conservation and the
involvement of local communities in these efforts.

1 www.observatoriodoclima.eco.br
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The possibility of compensation for emissions offsets included in the cap-and-trade
program of California represents a positive signal for the consolidation of an international
mechanism for REDD+ which promises to create real benefits for climate, communities, and
forest conservation in Brazil as well as in other developing countries. We believe that
California should continue leading the inclusion of REDD+ within its system since this
approach allows a significant, permanent and long-term funding pathway that is
complementary toconsistent with the mechanisms currently under discussion in the UN
Convention on Climate Change (UNFCCC ).
With our deepest expressions of esteem and appreciation,

Carlos Rittl, PhD
Executive Secretary
Climate Observatory
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Sao Paulo, Brazil, May 06, 2016

To whom it may concern.

The Brazilian Climate Observatory (OC) is a network comprising a broad spectrum of Brazilian civil
society organizations. OC's positions and recommendations on any issue are developed after
consultation processes among its members aiming to reach consensus.
OC’s position about any given issue represents the average views of its members, and does not
necessarily correspond to any individual organizations' views or positions on the same specific
subject.
OC has recently submitted a letter to the Honorable Governor of California, Mr. Jerry Brown,
expressing its support for the inclusion of REDD+ activities on the States’ AB32 program. That letter
was a network-led initiative that contains its single signature.
It has come to our attention that third parties have shared that letter with stakeholders from different
groups in the United States alongside a list of OC members, without previous consent of any or all
network members. Unfortunately, that could have been mistakenly understood as a list of associated
signatures to the letter from each individual OC member. That was not the case. The referred
members list does not represent a list of additional signatures to the letter.
Greenpeace Brazil is one of OC members. Its well-known public positions, as well as the positions
Greenpeace International, Greenpeace US or any other Greenpeace national organization, have not
changed and do not endorse the inclusion of REDD+ activities in any offset mechanism or legislation
worldwide. However, during the Climate Observatory internal consultation process, Greenpeace
Brazil has kindly not expressed its opposition to the OC letter to the Governor of California as a
matter of respect to the views of some other members.
In last few days, external stakeholders have approached Greenpeace USA about the issue with
questions related to its positions on the subject of the letter. Therefore, I hereby certify what has been
already stated above. The letter to Governor of California expresses the average views of OC
members for its own position on the issue only. It was not signed by OC individual members and do
not necessarily expresses the position of each network’s member organizations.

Carlos Rittl, PhD
Executive Secretary
Climate Observatory
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April 27, 2016
The Honorable Governor Jerry Brown
c/o State Capitol, Suite 1173
Sacramento, CA 95814
Dear Governor Brown,
We are following the proposal for inclusion of forest sector offsets from programs and
projects of “Reducing Emissions from Deforestation and Land Degradation (REDD+)” in
California’s AB 32 program, which will soon be voted on by the Air Resources Board. As
climate change is a universal problem, we commend California’s efforts to design and drive
innovative solutions aimed at tackling climate change not only within its borders but
elsewhere in the world.
International Sector Based Offset Credits is one of many programs under consideration as
part of the Law for Solutions for Global Warming (AB32) and is an important mechanism
for reducing emissions from deforestation and protecting tropical forests, upon which
many communities’ lives and livelihoods depend, especially traditional and indigenous
communities living in the Brazilian Amazon.
Thus, we write to express the support of the Brazilian Coalition for Climate, Forest and
Agriculture to the State of California for its significant efforts to reduce their greenhouse
gas emissions domestically, and also for considering the importance of tropical forest
conservation and the involvement of local communities in these efforts.
The possibility of compensation for emissions offsets included in the cap-and-trade
program of California represents a positive signal for the consolidation of an international
mechanism for REDD+ which promises to create real benefits for climate, communities, and
forest conservation in Brazil as well as in other developing countries. We believe that
California should continue leading the inclusion of REDD+ within its system since this
approach allows a significant, permanent and long-term funding pathway that is
complementary to the mechanisms currently under discussion in the UN Convention on
Climate Change (UNFCCC ).
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The Brazilian Coalition is composed of more than 110 Brazilian companies, research
centers and civil society organizations1 with the objective of debate climate change, and has
a strong presence in the formulation, monitoring and monitoring of public policies for
climate in Brazil.

With our deepest expressions of esteem and appreciation,

Coalizão Brasil Clima, Florestas e Agricultura

Website: coalizaobr.com.br

1

http://coalizaobr.com.br/en/index.php/members
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Organizations that joined the Brazilian Coalition
on Climate, Forests and Agriculture
• Abag — Associação Brasileira
do Agronegócio
• ABBI — Associação Brasileira
de Biotecnologia Industrial
• Agrícola Conduru
• Agrosatélite Geotecnologia Aplicada
• AMA Brasil — Associação dos
Misturadores de Adubos do Brasil
• Amaggi
• Amata
• Brookfield
• Cargill
• Apremavi
• Arapar
• AsBoasNovas.com
• ABCZ — Associação Brasileira
de Criadores de Zebu
• ATA Consultoria
• Avina
• Biofílica
• Brookfield
• BvRio — Bolsa de Valores
Ambientais
• Cargill
• Carrefour
• Cause
• Cebds — Conselho Empresarial
Brasileiro para o Desenv.
Sustentável
• Cenibra
• Centro de Estudos em
Sustentabilidade da FGV-EAESP
• CI — Conservação Internacional
• Copersucar
• Corredor das Onças ARIE Matão
de Cosmópolis/ ICMBio
• Corredor Ecológico
do Vale do Paraíba
• Crível Comunicação
• Diálogo Florestal
• Duratex
• Ecofuturo
• Editora Horizonte
• Eldorado Brasil Celulose

• Envolverde
• Eucatex
• FBDS — Fórum Brasileiro
de Desenvolvimento Sustentável
• Fibria
• Fórum Clima
• Fundação Grupo Boticário
de Proteção à Natureza
• GCN Advogados
• Geoflorestas Soluções Ambientais
• Gerdau
• Grupo Boticário
• Grupo Libra
• Grupo Pau Campeche
• Grupo Plantar
• GTA — Grupo de Trabalho
Amazônico
• Ibá — Indústria Brasileira de Árvores
• IBIO — Instituto Bioatlântica
• ICLEI — SAMS
• ICOON — Instituto Corredor
das Onças
• ICV — Instituto Centro de Vida
• IDESAM — Instituto de Conserv. e
Desenv. Sustentável do Amazonas
• IDS — Instituto Democracia
e Sustentabilidade
• Imaflora
• Imazon
• Iniciativa Verde
• Inpacto — Instituto Nacional
Para Erradicação
do Trabalho Escravo
• Instituto Akatu
• Instituto Arapyaú
• Instituto Ecológica Palmas
• Instituto Ethos
• Instituto Inhotim
• Instituto Internacional
para Sustentabilidade
• Instituto Terra
• IPAM — Instituto de Pesquisa
Ambiental da Amazônia
• IPE — Instituto de Pesquisas

Ecológicas
• ISA — Instituto Socioambiental
• Klabin
• Laboratório de Ecologia de
Paisagens e Conservação IB-USP
• Maker Brands
• Melhoramentos CMPC
• MOV Investimentos
• MWV Rigesa
• Natura
• NELM Advogados
• Observatório do Clima
• Observatório do Código Florestal
• Oela
• Pacto pela Restauração
da Mata Atlântica
• Partner Desenvolvimento
• Piza
• Proforest Brasil
• Rainforest Business
School — Programa Amazônia
em Transformação — IEA/USP
• RAPS — Rede de Ação
Política pela Sustentabilidade
• Rede Social
• Seiva Consultoria em Meio
Ambiente & Sustentabilidade
• Social Carbon
• Solidaridad Network
• SOS Mata Atlântica
• SRB — Sociedade Rural Brasileira
• Suzano Papel e Celulose SA
• Thymus Branding
• TNC — The Nature Conservancy
• Toledo Piza Consultoria
Ambiental
• UICN — União Internacional
para a Conservação da Natureza
• UNICA — União da Indústria de
Cana-de-Açúcar
• VCS
• Veracel
• WRI — World Resources Institute
• WWF — World Wildlife Fund

By 21/08/2015. See the complete list at www.coalizaobr.com.br

Comment Overview
COALIZÃO-empresas.indd 3

24/08/15 15:52

Navigate to Table of Contents
13 May 2016
To: Rajinder Sahota, Chief
Climate Change Program Evaluation Branch, Industrial Strategies Division
California Air Resources Board, 1001 I Street, Sacramento, California 95814
Online Submission: http://www.arb.ca.gov/lispub/comm2/bcsubform.php?listname=sectorbased4-ws&comm_period=1

IETA COMMENTS ON CALIFORNIA AIR RESOURCES BOARD’S
LINKAGE & SECTOR-BASED OFFSETS WORKSHOP
The International Emissions Trading Association (IETA) welcomes the opportunity to share comments on
California Air Resources Board (ARB)’s 28 April workshop on potential amendments to the Cap-and-Trade
Regulation related to linkage with Ontario, and the prospective inclusion of international sectorbased/REDD+ offset credits into California’s program. We continue to support California’s leadership, use
of market tools, and cooperation with other jurisdictions to reach climate goals at least-cost.

1.

LINKAGE

A. Linkage as a Valuable Cost-Containment Mechanism
The distinctive feature of a cap-and-trade program is its ability to deliver certainty on reduction of GHG
emissions at least-cost to consumers and businesses. California’s ambitious post-2020 climate targets
require significant, cross-sectoral accelerations in reductions. It is therefore more important than ever
that effective cost-containment elements are included in California’s future carbon policy regime.
Cross-border linkage continues to be a valuable cost-containment tool in California’s climate policy
toolbox. The benefits of linking are clear: bigger, broader markets provide a wider range of abatement
opportunities, leading to deeper reductions across major emitters. Linkage increases compliance flexibility
and market liquidity, driving down program costs while driving-up clean projects, jobs, and investment
opportunities.
B. Embracing & Building-Upon Market Linkages
As California develops its post-2020 climate strategy, we encourage officials to embrace, explore, and
build-upon market linkages, both across North America and the globe, including the incorporation of
international sector-based/REDD+ offset credits. These efforts support California’s objective in AB 32
(Section 38565) to facilitate development of integrated and cost-effective international GHG reduction
programs. California’s trailblazing efforts have created unparalleled expertise at a time when climate
market mechanisms are gaining major traction across numerous North American jurisdictions. The
conditions are ripe for ARB to exercise its leadership and experience to drive cross-border cooperation
and resulting environmental and economic benefits.
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IETA strongly supports ARB’s commitment to prioritize harmonizing the Cap-and-Trade Regulation
amendment process with linked partner jurisdictions. Cross-border harmonization not only reduces
duplicative efforts and lowers administrative costs, but also establishes a clear, consistent set of rules and
procedures for market participants. This consideration is especially important for business facing
regulatory exposure across multiple jurisdictions. California should ensure that a partner jurisdiction’s
program rules and processes are complementary and readily adaptable to rapidly-changing policy
landscapes. This is particularly important, and with near-term relevance, when looking at Ontario.
C. Linkage Considerations with Ontario
IETA strongly supports California’s linkage with Ontario’s cap-and-trade program and encourages ARB
to closely track and informal provincial climate legislative and regulatory developments and economic
impact assessments. We applaud the process made to date on harmonization and alignment of core
design rules, standards, and joint market infrastructure (e.g., auction platforms, tracking systems, etc.)
between California, Quebec and Ontario.
A current area of concern about Ontario’s proposed design relates to point of regulation, specifically
where compliance obligation is placed at the supplier/distributor level for in-province electricity. Unlike
California’s program design, Ontario’s proposed rules see Ontario gas-fired generators having their
emissions covered by the upstream natural gas distributor. IETA’s concerned that Ontario’s proposal may
result in significant, and potentially problematic, “market power” concerns. According to some estimates,
over 50% of all Ontario compliance obligations will likely be held and managed by only a handful of
entities. If Ontario insists on moving forward with its proposed gas electricity point of obligation, the
market is expected to see unintended impacts to participation, liquidity, efficacy, and therefore
achievement of cap-and-trade program goals of reaching reduction targets at least-cost.
D. Linkage Considerations with International Jurisdictions
As ARB considers linking with international jurisdictional programs, including Acre (Brazil) and Chiapas
(Mexico), great care must be taken to ensure that such efforts improve, rather than hurt, California’s
existing program. It is also important that these specific (international sector-based/REDD+) near-term
efforts do not restrict or limit opportunities with existing or prospective US/Canadian partners.
IETA also requests that Staff provide greater clarity regarding SB 1018’s requirement that the
“jurisdiction with which the state agency proposes to link has adopted program requirements for
greenhouse gas reductions, including, but not limited to, requirements for offsets, that are equivalent to
or stricter than those required by” California.1 Specifically, greater clarity is sought on whether
independent offset standards operating at a level similar to California’s current protocols, such as VCS
Jurisdictional Nested Redd (JNR), could serve as a potential means for international jurisdictions
demonstrating conformance with California standards and other REDD+ specific rules, for example,
regarding MRV, leakage, and reversals.
1

California Senate Bill No. 1018 (2011-2012) Government Code Section 12894 (f)(1).
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2.

INTERNATIONAL SECTOR-BASED OFFSETS

Offsets are a vital cost-containment tool to any functional and flexible carbon pricing program. As part of
a robust cap-and-trade system, these credits play a key role in maximizing climate benefits in the least
time for a given expenditure, while reducing or sequestering GHGs as efficiently as possible. Offsets also
create financial incentives for non-compliance actors to engage in the climate solution, while broadening
environmental consciousness and co-benefits.
Offsets are important not only in terms of environmental and socio-economic benefits, but also in
providing viable prospects for cross-border linkage, collaboration and increasing levels of climate
ambition. California’s international leadership and move to link with other jurisdictions, including
cooperation with Brazil and Mexico, reflects this reality.
A. Safeguard Considerations
In addition to the issues discussed in IETA’s previous submissions,2 safeguard considerations are of utmost
importance to ensure credibility for linkage with international jurisdictions.
Social and environmental risks can be addressed through robust safeguards, which exist in the form of
REDD+SES (slides 8 & 17 of ARB’s presentation). While other safeguard mechanisms provide a sound set
of principles and criteria, REDD+ SES also includes detailed indicators accompanied by a detailed set of
guidelines on how the standards should be used to assess safeguards applications in a participatory and
transparent manner.
The State of Acre in Brazil has demonstrated that it is feasible to monitor safeguards in a very detailed
way, covering a comprehensive range of information important for safeguards and ensuring credibility of
their report through a participatory and transparent process engaging a full range of stakeholders. Acre
used a detailed and comprehensive framework for their assessment based on the international bestpractices on safeguards defined in the REDD+ Social & Environmental Standards (REDD+ SES). The REDD+
SES Initiative conducted an International Review (involving a representatives of Indigenous Peoples from
Acre and an expert on REDD+ and safeguards from another area of Brazil) that confirmed that Acre
completed the full ten-step process defined in the REDD+ SES Guidelines requiring a high level of
participation and transparency.3

2
3

See IETA Comments on California Air Resource Board’s Sector-Based Workshop & White Paper, submitted 8 April, 2016.
REDD+ SES International Review: State of Acre, Brazil, November 2015.
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Conclusion
IETA appreciates this opportunity to record our comments related to linkage and international sectorbased/REDD+ considerations. Our members remain committed to supporting the successful evolution of
flexible market mechanisms to help achieve California’s climate goals at least-cost. If you have questions,
or further clarification related to this submission, please contact IETA’s Director of the Americas, Katie
Sullivan (sullivan@ieta.org).
Sincerely,

Dirk Forrister
IETA President and CEO
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First Name: Documentary
Last Name: Projects
Email Address: documentaryprojects@yahoo.com
Phone Number:
Affiliation: millions of forest people not heard from
Subject: Existing ARB standards do not ensure social safeguards
Comment:
Require a social safeguard standard or a REDD amendment that
stipulates the recognition and enforcement of forest people’s
resource and land tenure, and human rights prior to California’s
International Sector-based Offsets program’s use of REDD offsets
(See additional recommendations are at the end of these comments)
The existing standards mentioned by ARB staff, in combination or
independently, do not contain criteria that are sufficient to
ensure social safeguards. The current REDD agreement & its social
safeguards do not require the recognition and enforcement of
customary and statutory resource and land tenure, and human rights
for forest peoples prior to REDD funding or payment, they should.
All the social standards cited by California’s International
Sector-based Offsets program are ultimately qualified by non
binding terms such as respect, promote, support, address or
recognize, none require resource and land tenure and human rights
prior to the program’s involvement.
The world’s unprotected forests and their peoples primarily exist
because the deforestation of these forests were not able to produce
net profits or because in rare instances the inhabitants had
sufficient land tenure (LT) and human rights (HR) to protect their
forests and themselves. REDD is creating economic incentives to now
make these forests and their peoples more profitable to exploit,
but without requiring the enforcement of the rights that will
protect all forest peoples, their forests & create well regulated
markets. REDD projects without requiring these rights will be more
prone to carbon sequestration reversals, deforestation leakage to
other Jurisdiction, social and political damage and risk, and will
be less transferable.
Nevertheless carbon credit entrepreneurs,
Government entities and NGOs have started promoting REDD without
first requiring the enforcement of these rights in the last remote
forests; some of these promoters lobbied at the California’s
International Sector-based Offset program workshop held on
4/28/2016 by California Air Resources Board (CARB).
Environmental NGO’s, like Forest Trends, Earth Innovation
Institute, Ecosystem Marketplace and Environmental Defense Fund
have supported & presented inspiring communities from Acre Brazil
other Jurisdictions. Several of these communities had their
representatives hosted by some of these environmental organizations
in order to lobby for their community’s sale of REDD Carbon Credits
at the CARB 4/28/16 workshop. These forest people from Acre,
represent amazingly successful & privileged communities, that will
probable be able to trade their Carbon offsets even without CARB’s

1
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involvement. They are extraordinary model communities, that through
the bloody struggles of people like Chico Mendes & allied Forest
Peoples and the support of environmentalist & land reformers, have
forged better LT and HR than the vast majority of forest people
worldwide. Acre Brazil is an outlier, they are the 1%, of forest
people, that have LT & HR that while still inadequate, are
desperately needed by 99% of all forest people. At this workshop,
REDD supporters presented a few model communities confident enough
in their land ownership and human rights to participate in and
support REDD activities, but they are a minuscule minority of the
world’s forest people.
The vast majority of forest people need those rights now and will
need them even more if exposed to REDD schemes. Given the history
of land tenure and conflict in most Tropical countries with large
remaining forests, it is implausible and inefficient to believe
that rights being “requested” at the country level, per the current
REDD agreement and standards, will ensure social safeguards and
prevent political risk. After remote forests & their peoples are
targeted by REDD without requiring these rights, it will be a
rearguard nightmare to try to stem the suffering, dislocation &
acculturation.
One of the most cost effective methods of ethically sequestering
carbon, REDD’s main goal, is by recognizing and enforcing the land
& resource tenure of forest people.
A. Agrawal’s study “shows
that the larger the forest area under community ownership the
higher the probability for better biodiversity maintenance,
community livelihoods and carbon sequestration.” “The growing
evidence that communities and households with secure tenure rights
protect, maintain and conserve forests is an important
consideration for the world’s climate if REDD schemes go forward,
and even if they do not.” according to Agrawal, A. (2008)
‘Livelihoods, carbon and diversity of community forests: trade offs
and win wins?’
World Bank SOCIAL DEVELOPMENT WORKING PAPERS Paper No. 120/December
2009 stated, "…the cost range of recognizing community tenure
rights (average $3.31/ha) is several times lower than the yearly
costs estimates for …. an international REDD scheme ($400/ha/year
to $20,000/ha/year).” "…a relatively insignificant investment in
recognizing tenure rights has the potential to significantly
improve the world’s carbon sequestration and management capacity…,
prioritizing policies and actions aimed at recognizing forest
community tenure rights can be a cost-effective step to improve the
likelihood that REDD programs meet their goals.”
The promotion of REDD without requiring LT & HR prior to funding or
payments makes the vast majority of forest people & their forests
much more endangered. This is noted by Jorge Furagaro Kuetgaje,
climate coordinator for COICA, the Indigenous People of the Amazon
Basin, “For us to continue to conserve the tropical forests … we
need to have strong rights to those forests. Death should not be
the price we pay for playing our part in preventing the emissions
that fuel climate change.”

2
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Tropical forested countries also have very poor land tenure rights
enforcement records for forest people. “Living on Earth” radio
reported, that, “governments own about 75 percent of the world’s
forests, less than ten percent legally belong to communities. In
Indonesia, 65 million people live off forests, most of them have no
official rights to the land they consider theirs. In the eyes of
the Forest Ministries, they’re squatters occupying a national
resource”.
The human rights and land tenure enforcement record of tropical
forested countries is alarming. Global Witness’s Nov. 30, 2015
Press release stated, “At least 640 land and environmental
activists have been killed since the 2009 climate negotiations in
Copenhagen - some shot by police during protests, others gunned
down by hired assassins." Global Witness also stated, “Most murders
occurred in Latin America and Asia with far fewer reported in
Africa, however this may be (due) to a lack of information…justice
is rarely given to murder victims. Killers are rarely brought to
trial and often acquitted when they are. In Brazil, fewer than 10
percent of such murders go to trial, and only 1 percent see
convictions.” In addition to the ethics of this endangerment,
CARB’s utilization of REDD without LT & HR binding prerequisites
presents grave political risks for California, forest people and
REDD schemes. As the world’s 1/8th largest economy, California’s
response to the REDD program is likely to set a global precedent;
that is why it should not increase negative social impact and
political risk, as well as global warming. California could
continue trendsetting by reducing Global warming, and promoting the
rule of law and biological sustainability in one stroke.
It is more important to get this rule making done right than done
fast, therefore we recommend:
1. CARB lawyers should review all the standards CARB has cited
including those in their footnotes and the REDD agreement
(including UNFCCC principles established in the Cancun Agreement)
and issue a legal opinion as to whether these documents stipulate
the recognition and enforcement of forest people’s customary and
statutory resource and land tenure, and human rights prior to
California’s International Sector-based Offsets program’s use of
REDD offsets (herein LT & HR prerequisites).
2. CARB lawyers should stipulate standards that require forest
people’s LT & HR prerequisites that seem to be lacking in REDD and
the various social standard cited? With those rights stipulated,
the 99% of Forest People not represented in their workshop, could
have a better chance of achieving what Acre’s communities are
striving for & have not yet achieved.
3. If such standards do not exist then CARB should develop a suite
of standards that require these LT & HR prerequisites.
4. CARB should then schedule further LT & HR prerequisite safeguard
workshops that are video-archived and transcribed.
5. CARB should provide longer stakeholder comment periods.

3
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6. CARB should either require LT & HR prerequisite safeguards or a
REDD amendment that stipulates these LT & HR prerequisites prior to
its involvement. CARB should not increase economic interest in
those forests by promoting REDD schemes without requiring LT & HR
prerequisites in order to prevent subsequent social, environmental
and political harm.
The preceding comments and recommendations focused narrowly on the
need for binding social standard prerequisites, and not on efficacy
of Carbon Offsets which is also problematic. (see Methodological
and Ideological Options, Comprehensive carbon stock and flow
accounting: A national framework to support climate change
mitigation by I. Ajani et al.,
Ecological Economics 89 (2013) p61–72. Untangling the confusion
around land carbon science and climate change mitigation policy by
Brendan Mackey et al., NATURE CLIMATE CHANGE | VOL 3 | JUNE 2013 |
www.nature.com/natureclimatechange )

Attachment:
Original File Name:
Date and Time Comment Was Submitted: 2016-05-13 16:13:36
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A jurisdictional approach will not solve the most serious REDD+ problems
As a professor and geographer (PhD, UC Berkeley) specializing in international
environmental policy and sustainable development, I have done research and written
peer-reviewed publications on trade in environmental services, REDD+, and the results
of proto-REDD+ programs and payments for environmental services (PES) projects in
Latin America. I have taken part in numerous conference sessions and read dozens of
research reports, peer-reviewed case studies, and review articles about carbon
sequestration services in the tropics and about the designs and results of proto-REDD+
programs. I have read the ROW recommendations and the ARB White Paper and have
observed presentations at the October and April public workshops on the proposed AB32
sectoral offset policy.
It seems that the ARB is largely unaware of the extensive, peer-reviewed academic
literature on the implementation and actual results of PES and REDD-type programs in
Latin America and other regions. I am also struck by the ROW/ARB’s limited and
selective interpretation of the dynamics of land-use change and the drivers of
deforestation in Amazonia.
The academic literature, as well as in depth studies by the Center for International
Forestry Research and other agencies, point to serious problems that are not addressed or
are not addressed adequately in the White Paper and ARB presentations. Many of the
problems that trouble one-off PES and proto-REDD+ projects are likely to plague
jurisdictional REDD+ systems as well. For example, one well-documented problem is
that of inequity: the tendency of market-oriented REDD+ and PES implementation to
favor larger-scale landholders at the expense of smallholders, a pattern that is very
widespread in PES and proto-REDD+ programs and that has been detected in PES
projects in Acre.
One of the more dubious suggestions put forward by the ARB is that leakage of forestdestroying activities, both within and beyond the targeted REDD+ jurisdiction, can be
prevented or at least can be measured and accounted for. The ARB further proposes that
any such leakage can be managed by means of discounting and reserving a small share of
credits within a partner jurisdiction. However, even if we assume that most such leakage
within a jurisdiction can be detected – an assumption that is not justified, in my view – it
is impossible in principle to measure, much less prevent, deforestation leakage beyond
that jurisdiction because the area beyond the jurisdiction is unbounded. It is also
impossible in principle to determine whether avoided deforestation within and beyond the
jurisdiction is permanent or not, since the future cannot be predicted.
The jurisdictional approach per se most certainly does not eliminate the high risks of
impermanence and of leakage into Amazonas state, Bolivia, and Peru. Even within a
jurisdiction such as Acre, the revenues from CA offset credit sales cannot compete with
the opportunity values of many non-forest land-use options if land values continue to rise.
Rising agricultural land values and commodity prices are a very possible outcome of
growing global land and food scarcity and could easily swamp regulatory efforts, such as

Comment Overview

Navigate to Table of Contents
the proposed sectoral offsets plan for AB32, that depend on markets in greenhouse-gas
offsets.
In such a context, the responses to the permanence and leakage problems offered in the
ARB white paper are entirely inadequate. A buffer pool of credits would effectively
reduce total revenues from credit sales and could quickly become insufficient in the event
of land-use changes related to commodity-price increases in soy, beef, timber, wood pulp,
palm oil, biofuels, etc. The ARB-proposed risk insurance could also become insufficient
in the context of natural events, economic trends, and political factors, as has happened in
the case of the OPIC-insured Oddar Meanchey REDD+ project in Cambodia that the
ARB white paper cites as a precedent for this approach.
Deforestation also might well accelerate as a result of changes in government in Brazil.
Just yesterday the interim president appointed as Minister of Agriculture a “soy tycoon”
and notorious deforester of the Amazon [New York Times May 10, 2016]. Brazil may
soon see some combination of changes in state policies for land use, soy and other
agricultural subsidies, increased export incentives in the context of the current economic
recession, or changes in enforcement practices.
The ARB also suggests that leakage can be monitored and minimized by encouraging
agricultural intensification and by assessing the results in terms of the production of
animal products and crops. The ARB reasoning here is partial and faulty, since data
showing increased productivity of beef, fodder, or other commodities in the targeted area
would not prove that leakage is not also occurring, especially leakage beyond the
jurisdiction.
But this is more than a matter of poor logic or hypothetical scenarios. There is evidence,
corroborated by several recent studies, that when agricultural land use in the tropics is
intensified in the context of tightened regulation of deforestation and agronomic practices,
the result is not “land sparing” for conservation but rather the expansion of the land area
where the targeted crops are grown or animals raised, including expansion based on
forest clearing in jurisdictions neighboring the regulated areas. This trend has been
documented in the Brazilian Amazonian and cerrado zones and in neighboring states
Profits from intensified farming and ranching have been reinvested in ranching and largescale soy production has been shifted to less effectively regulated regions.
UCLA professor Susanna Hecht, one of the world’s foremost experts on deforestation in
tropical South America, and Gustavo de l. T. Oliveira, who studies land-use change and
agriculture in Brazil, summarize some of these findings in an important article published
this year.* They write:
“Common to all analyses is the evidence that intensification of profitable land uses
tends to enhance its spread rather than to confine it spatially, regardless of the mix of
drivers (Hecht 2005; Morton et al. 2008; Rudel et al. 2009; DeFries, Rudel, and
Hansen 2010).” [p 267].
They continue,
“…there is evidence that the tight environmental regulations, cadastral requirements,
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better monitoring and enforcement in the Amazonian fringe have triggered ‘leakage’
into other woodland systems elsewhere in Brazil, Bolivia, Paraguay and Argentina,
operational dynamics that are obvious to cross-continent farm management
companies and migration choices of small- and medium-scale soy farmers (Hecht
2005; Pfaff and Walker 2010; Richards 2011). [p 270]
In this light, the ARB propositions that intensification of production should be promoted,
and that production increases in ranching and related production will indicate lack of
deforestation leakage, is badly misguided. It is also odd that intensification techniques
such as N-fixing cover crops and paddock rotation, which have been recognized and
studied since at least the 18th century, are portrayed as innovations that ranchers will
quickly adopt. More worrisome, and ironic, is that this approach would provide backing
from California, in the name of conservation, for intensification of ranching and the
meat/fodder/feedgrain complex, which is by far the most efficient way of producing food
calories wherever it is practiced.
Finally, the US and Canada together comprise the world’s largest source greenhouse-gas
emissions both absolutely and per capita. It seems arbitrary and somewhat opportunistic
to argue that California has a special responsibility to try to shape forest policy in Acre (or
anywhere else), while we continue to enable continued emissions from our own state and
make emissions even easier by adding more offset options in the name of “reducing
compliance costs”. Californians who feel that there is a particular reason to support
conservation in tropical Latin America can do so through many other organizations. The
state of Acre has other means of limiting deforestation should it choose to employ them.
Both Brazil and the US have made commitments under that Paris climate agreement to
make significant reductions in their climate-warming emissions. The appropriate place for
California to show leadership in meeting this commitment is right here in our own state.
Kathleen McAfee
Professor of International Relations
San Francisco State University
kmcafee@sfsu.edu

* Gustavo Oliveira & Susanna Hecht (2016) Sacred groves, sacrifice zones and soy production:

globalization, intensification and neo-nature in South America, The Journal of Peasant Studies,
43:2, 251-285, DOI: 10.1080/03066150.2016.1146705.
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First Name: Mari Rose
Last Name: Taruc
Email Address: mrtaruc@gmail.com
Phone Number:
Affiliation: AB32 Env Justice Advisory Committee
Subject: Drop the Sector Based Offsets Program
Comment:
As a 2-term member of the AB 32 Environmental Justice Advisory
Committee (EJAC), with over 20 years experience organizing with
environmental justice (EJ) communities, I write with grave concerns
on ARB’s consideration of international forestry offsets, REDD
and/or the Sector-Based Offsets (SBO) scheme and propose the
program be dropped.
I appreciate the improving effort by the ARB to recognize its
responsibility to consult with the EJAC and integrate EJ into AB 32
implementation. The authors of AB 32 recognized that EJ communities
are the most impacted by industrial and climate pollution, and thus
institutionalized EJ participation in the law’s implementation.
Articulated in the Principles of Environmental Justice, the EJ
community’s opposition of offsets and REDD uses the long-view lens
of problematic environmental policies waged under 500 years of
colonization and over 100 years of industrialization. The EJAC has
repeatedly rejected offsets in AB 32 implementation. In the EJAC’s
first term, in the 2008 recommendations, offsets were cited as
problematic along with carbon trading. In the EJAC’s 2014
recommendations, we wanted the offsets program canceled, especially
REDD. And in the current EJAC term, we initially recommend ARB to
halt pursuing REDD international offsets.
We see the design flaw in Cap & Trade in that the ARB has not yet
balanced cost containment for climate polluters, with reducing
climate pollution harms in California EJ communities. An initial
view of GHG emissions through 2013 shows emission increases in the
state’s most disadvantaged communities. Since the top offsets users
to date, like Chevron at 1.7 million metric tons CO2E, are the
biggest industries to take advantage of the the loophole of offsets
by maximizing climate pollution reduction outside of California.
The consequence is thus concentrating climate pollution in EJ
communities, and minimizing benefits to our state—both of which run
counter to the goals of AB 32.
The best safeguards for the SBO program is to drop the program.
While ARB looks at safeguarding international, indigenous and
forest-dwelling communities for the SBO program, it should
guarantee safeguards for EJ communities at home first. ARB cannot
run an international safeguards program without knowing how to do
it in California. ARB must show EJ communities that it won’t allow
climate pollution increases in those areas, and that instead the
primary emissions reductions are actually there. Similar to the
United Nations Declaration of Rights of Indigenous Peoples, there
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needs to be free, prior and informed consent of EJ communities in
California for the offsets program. Right now, as it stands, I know
that California’s EJ communities do not consent to the offsets,
REDD or SBO program because of the harms that Cap & Trade is
already causing. Drop the SBO program now.

Attachment:
Original File Name:
Date and Time Comment Was Submitted: 2016-05-13 15:45:51
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Ms. Rajinder Sahota
California Air Resources Board
1001 I Street
Sacramento, CA 95814

May 3, 2016

Submitted electronically via: www.arb.ca.gov/cc/capandtrade/meetings/meetings.htm
RE: Public Workshop on Potential Linkage with Ontario
Dear Ms. Sahota,
Thank you for this opportunity to comment on the presentation pertaining to the potential linkage with
Ontario, Canada. EDF supports ARB moving forward with the process to consider linkage with Ontario.
EDF believes that linkage can promote and strengthen ambitious climate objectives when entered into
with well suited partners.
Linkage has several potential benefits. By expanding the size of a carbon market, linkage has the
potential to lower aggregate compliance costs, increase liquidity, and improve price predictability.
There are also administrative benefits for governments in working together. Ontario is benefiting from
the work California and Quebec have done to design successful carbon markets and all participants can
share the costs of administering auctions and other functions that WCI, Inc. serves. Linkages like the
ones California is exploring are also critical proof points that bottom up climate efforts can drive global
action. Ontario, Quebec, and California can achieve more together than they can apart and can support
and keep one another accountable for ambitious climate commitments.
The question of which programs are well suited to link formally with California’s is a complex question
that could have an evolving answer. We support ARB’s efforts to address this question in the context of
Acre’s forest sector where a comparison and consideration of complementarity between California’s
program and Acre’s requires considerable thought and analysis. This work is important and has the
potential to have a major positive impact on the global understanding of what is possible through
linkage especially between developed and developing countries. However, in the case of Ontario the
comparison is relatively straightforward. Ontario was a participant in the Western Climate Initiative
process and has modeled its cap-and-trade program closely after California and Quebec’s. We also note
that Ontario is considering Bill 172, a companion bill to the cap-and-trade program that would set longterm climate targets in statute and require auction proceeds in Ontario to be reinvested for GHG
reductions. The linkage with Quebec provide an important model for the work needed to link. We
support California moving forward with the next steps on linkage with Ontario which include program
review by staff and alignment and findings including on stringency based on SB 1018. Based on the
similarities and ambition of all jurisdictions involved (California, Quebec, and Ontario) it seems likely that
California will be able to welcome Ontario into WCI, Inc. platform and market.
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It is gratifying to see the Western Climate Initiative continue to bear fruit. We look forward to
continuing to see the linkage process move forward.
Sincerely,
Erica Morehouse
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Chair Mary Nichols
California Air Resources Board
1001 I Street
Sacramento, CA
Governor Brown
c/o State Capitol, Suite 1173
Sacramento, CA 95814
RE: ARB proposal to include international sector-based offsets in cap and trade
Chair Mary Nichols and Governor Brown:
On behalf of the 21 undersigned organizations and individuals, we are writing to express our
opposition to the proposed inclusion of International Sector-based Offsets in Californian’s Capand-Trade Program. We urge the California Air Resources Board (ARB) to immediately and
definitively cancel the process of including an offset program based on the Reducing Emissions
from Deforestation and Forest Degradation (REDD) in California’s cap and trade program.
REDD has a long-standing history of perpetuating social conflict. It is a fundamentally flawed
approach that fails to reduce overall greenhouse gas emissions and perpetuates environmental
injustices abroad and in California.
For these reasons, we encourage ARB to halt the process of developing any regulations
regarding REDD. We have outlined our concerns in more detail below, and urge ARB to reject
any proposals to include international, sector-based offsets in the cap and trade program.
1. Adopting REDD creates an unnecessary risk for forest dwelling people around the
world.
REDD programs have an extensively documented history of contributing to illegal actions,
coercion, violence, forced decision-making, land grabs, and further human rights abuses for
many indigenous peoples, forest dwelling communities and citizens around the globe.1
While ARB is proposing a “jurisdictional” approach that differs from past REDD programs, it is
insufficient to safeguard against unethical project management. ARB has thus far outlined no
mechanisms for monitoring or enforcing any social safeguards within projects. In addition, the
remote location of many potential projects will also make verification, monitoring and
enforcement of the projects extremely difficult and unlikely to succeed. This means even if a
project claims to meet all of ARB’s social safeguards, there is no way too ensure human rights
violations are not happening on the ground.
Given the history of REDD programs, and the reality that many of the governments California
would be partnering with have known records of human rights abuses, even under the proposed
jurisdictional system REDD will open the door to human rights abuses around the world.

1

For examples, please see the following reports: The Great REDD Gamble, Friends of the Earth
International, available online at: http://www.foei.org/wp-content/uploads/2014/09/The-great-REDDgamble.pdf; and REDD: A Collection of Conflicts, Contradictions and Lies, World Rainforest Movement,
available online at: http://wrm.org.uy/books-and-briefings/redd-a-collection-of-conflicts-contradictions-andlies/
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Even consideration of a REDD program can lead to harm in tropical states; this was clearly
seen in the state of Chiapas when forest dwellers were displaced in anticipation of a REDD
project. For these reasons, it is of utmost importance that ARB immediately halt the process of
developing a REDD protocol.
2. International sector-based offsets will exacerbate environmental justice issues in
California.
Environmental justice communities live on the frontlines of our state’s largest greenhouse gas
emitters. People of color are more likely to live near the largest greenhouse gas emitting
facilities, and experience over 70 percent more particulate matters emissions within 2.5 miles of
major emitters than white people.
ARB has yet to identify ways that its proposed protocol will create safeguards for environmental
justice (EJ) communities here in California. ARB must ensure that any aspects of the offset
program, including already approved offsets, are not exacerbating air quality hotspots, but has
not outlined any significant efforts to accomplish this.
ARB must recognize the urgent need for immediate air quality improvements and greenhouse
gas reductions in EJ communities. Additional offset programs like REDD expand opportunities
for polluters to avoid emission reductions. Including REDD would prevent our state from
focusing on implementing solutions that benefit the most impacted communities in California.
3. REDD is an unnecessary additional offset program, and not currently approved
under the regulatory system.
While offsets have already been approved within the cap and trade program, each decision to
approve a new offset protocol is a decision to increase the size of the program. ARB has no
mandate to continue expanding the supply of offsets. International, sector-based, forest offsets
in particular have not already been approved, are highly controversial, and are unnecessary.
By expanding the supply of offsets, ARB is continuing to facilitate the loss of climate benefits in
California. ARB has set an 8 percent limit on offset usage for entities covered by cap and trade,
but this limit is applied to reductions, not emissions. Analyzing 8 percent of expected cumulative
emissions from 2013 through 2020 shows that offsets could result in slightly over half the total
emission reductions required by the program. This allows an extremely large percentage of
emission reductions to be achieved through offsets, preventing much-needed instate reductions,
demonstrating another reason why international offsets should not be approved.
In addition, there has been no clear, established need for additional cost containment
measures. In an analysis of California’s overall offset program, the California Environmental
Justice Alliance found that while most facilities do not use offsets, or use only a minimal amount
(approximately 2.5 percent), the top 10 emitters use offset credits to fulfill the maximum 8
percent of compliance obligations.
The top ten emitters and offset users are comprised exclusively of large, multinational
corporations and large utilities (see table below). Approving another offset protocol will simply
allow large corporations, who already maximize the offset system, to reduce their costs of
pollution reduction even further. This “cost containment” comes at the expense of the human
rights of our most vulnerable communities, both at home and in potential partner jurisdictions.
2
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Analysis by the California Environmental Justice Alliance also found that only 25 percent of
offset credits in California’s program came from within the state. Three quarters came from
places such as Arkansas, Ohio, and Michigan, among others. By adding international sectorbased offsets, California looses the opportunity to ensure we are maximizing climate benefits in
state.
Creating new opportunities that allow companies to continue to pollute, while paying for projects
around the world with virtually no way of monitoring their ethical conduct, undermines rather
than enhances California’s climate leadership.
Top Ten Users of Offsets in California
Emitter

Type

Chevron

Offsets % Offsets

Fuel supplier 1,661,723

8.0%

Gas power plant 1,550,126

8.0%

Tesoro

Fuel supplier 1,393,592

8.0%

Southern California Edison

Gas supplier 1,042,864

8.0%

Shell

Fuel supplier

617,450

7.2%

PG&E

Gas supplier

446,838

8.0%

Valero

Fuel supplier

435,785

8.0%

Gas power plant 400,068

8.0%

Calpine Energy

La Paloma
San Diego Gas & Electric
NRG Energy

Gas supplier

398,720

8.0%

Gas power plant 331,469

8.0%

4. REDD does not protect tropical forests, and there are effective ways to stop
deforestation at home and abroad.
We share ARB’s desire to ensure tropical forests are protected as a key strategy to reduce
climate change. However, REDD is not a scientifically sound mechanism to accomplish this
goal. The climate science is clear: carbon sequestration in land-based ecosystems, such as
forests, do not “neutralize” emissions from the burning of fossil fuels. Such sequestration is only
making up for emissions from past deforestation and land-use change.
We recommend ARB work with other relevant agencies to explore the following strategies to
effectively protect tropical forests:
•

Divest the California Public Employees Retirement System from palm oil. Palm oil, used
in over half the food and cosmetics on our shelves, is the single fastest growing driver of
deforestation, greenhouse gas emissions, and displacement of forest-dwelling
communities across the tropics. CalPERS has over $100 million in palm oil through their
asset manager Dimension Fund Advisors, which is the largest palm oil investor in the
US.

•

Ban imports of crude oil from the Amazon and other sensitive and globally important
tropical forest areas. Oil production in the Amazon is also a leading driver of
deforestation in the Amazon.
3

Comment Overview

Navigate to Table of Contents

•

Minimize California consumption of commodities whose production are drivers of tropical
deforestation. This includes tropical hardwoods, paper, pulp, minerals, fossil fuels, and
other commodities produced and extracted from tropical rainforest areas.

California should also take immediate steps to improve stewardship of its own forests, whose
GHG implications have global significance. It can accomplish this by reigning in clear-cutting
and monoculture tree plantations and other destructive forest management practices, and
assuring the long-term sustainability and effectiveness of existing protected areas on private,
state, tribal and federal lands.
5. ARB’s public process has been faulty and failed to meaningfully engage
international community leaders concerned about REDD and the California
environmental justice community.
ARB has hosted several panels on REDD that include indigenous leaders from Brazil and
Mexico. However, ARB has not incorporated the concerns of community leaders from these
same countries that are opposed to REDD. As a result, ARB has failed to fully assess the
problems that can occur in potential partner jurisdictions and meaningfully address these
concerns and obstacles. Given the gravity of the issues community leaders are grappling with,
such as restricted access to forests for livelihoods and cultural practices, forced displacement,
violence and threats to cultural survival, it is imperative that ARB hear every perspective on the
issue before approving any new offset programs.
ARB has also failed to include the broader California environmental justice (EJ) community in
the process. ARB has failed to host any workshops in places such as Richmond, the EJ
community living in the shadow of the state’s largest offset user, Chevron. While there was one
EJ panel at the April 28th workshop, it was for AB 32 Environmental Justice Advisory Committee
(EJAC) members only. Historically, ARB has overlooked the multiple statements of opposition
from the EJAC, despite the fact that ARB outlined EJAC’s critical role in this issue in its
November 2015 White Paper. We sincerely hope ARB is taking into consideration the clear
message of opposition reiterated by members of the EJAC at the April 28th workshop in
Sacramento.
International sector-based offsets have led to extreme international conflict within forest
communities all over the world, perpetuate environmental justice issues in California, fail to
deliver meaningful air quality and climate change benefits to our state, and are simply
unnecessary. The best way to maintain California’s global climate leadership is to keep REDD
off the table. We look forward to continuing to discuss these issues with the agency directly.
We strongly urge ARB to reject any proposals to include international forest offsets as
an allowable program in California.
Sincerely,
Adam Zuckerman, Amazon Watch
Alex Tom, Chinese Progressive Association
Amy Vanderwarker, California Environmental Justice Alliance
Antonio Diaz, PODER
Carl Wilmsen, Northwest Forest Worker Center
Caroline Farrell, Center on Race, Poverty & the Environment
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Bill Magavern, Coalition for Clean Air
Byron Gudiel, Communities for a Better Environment
Diane Takvorian, Environmental Health Coalition
Gary Graham Hughes, Friends of the Earth US
Kimberly Baker, Klamath Forest Alliance
Natalynne DeLapp, Epic-Environmental Protection Information Center
Nnimmo Bassey, No REDD in Africa
Louis Gordon, Seventh Generation Fund for Indigenous Peoples
Martha Arguello, Physicians for Social Responsibility – Los Angeles
Miya Yoshitani, Asian Pacific Environmental Network
Penny Newman, Center for Community Action and Environmental Justice
Phil Klasky, Ethnic Studies, San Francisco State University
Phoebe Seaton, Leadership Counsel for Justice and Accountability
Shannon Biggs, Movement Rights
Tom Goldtooth, Indigenous Environmental Network

5

Comment Overview

Navigate to Table of Contents

	
  
May	
  13,	
  2016	
  
	
  
Jason	
  Gray,	
  Manager,	
  Market	
  Monitoring	
  Section	
  
California	
  Air	
  Resources	
  Board	
  
California	
  Environmental	
  Protection	
  Agency	
  
1001	
  I	
  St.,	
  Sacramento	
  CA	
  	
  95814	
  
	
  
	
  
Submitted	
  electronically	
  at	
  
http://www.arb.ca.gov/lispub/comm2/bcsubform.php?listname=sectorbased4-‐
ws&comm_period=1	
  
	
  
Re:	
  	
  Concerns	
  Regarding	
  Proposed	
  International	
  Sector-‐based	
  Offsets	
  
	
  
Dear	
  Mr.	
  Gray,	
  
	
  
On	
   behalf	
   of	
   Friends	
   of	
   the	
   Earth	
   –	
   United	
   States	
   (FOE-‐US)	
   this	
   letter	
   is	
   provided	
   as	
  
comment	
  on	
  topics	
  related	
  to	
  the	
  proposed	
  International	
  Sector-‐based	
  Offsets	
  expansion	
  of	
  
the	
   California	
   Cap-‐and-‐Trade	
   Program,	
   a	
   proposal	
   whose	
   development	
   resides	
   under	
   the	
  
authority	
  of	
  the	
  California	
  Air	
  Resources	
  Board	
  (CARB).	
  This	
  letter	
  will	
  address	
  a	
  variety	
  of	
  
the	
  specific	
  items	
  discussed	
  over	
  the	
  last	
  three	
  public	
  workshops	
  on	
  this	
  policy	
  matter,	
  as	
  
well	
   as	
   other	
   relevant	
   material	
   that	
   can	
   inform	
   the	
   design	
   of	
   effective	
   climate	
   change	
  
mitigation	
   policy	
   in	
   California.	
   In	
   this	
   letter	
   FOE-‐US	
   shares	
   concerns	
   we	
   have	
   regarding	
  
what	
   we	
   anticipate	
   to	
   be	
   inadequacies	
   in	
   the	
   design	
   of	
   the	
   proposed	
   upcoming	
   rulemaking	
  
for	
   potential	
   International	
   Sector-‐based	
   (International	
   Forest)	
   Offsets.	
   In	
   our	
   view	
   the	
  
furthering	
   of	
   this	
   policy	
   development	
   would	
   have	
   a	
   deleterious	
   effect	
   on	
   California’s	
  
relative	
  prominence	
  as	
  a	
  national	
  and	
  global	
  climate	
  leader.	
  	
  
	
  
FOE-‐US	
   also	
   wants	
   to	
   communicate	
   in	
   this	
   instance	
   that	
   our	
   concerns	
   in	
   regards	
   to	
   the	
  
potential	
  inclusion	
  of	
  International	
  Sector-‐based	
  offsets	
  in	
  the	
  Cap-‐and-‐Trade	
  Program	
  and	
  
in	
   regards	
   to	
   the	
   inadequacies	
   of	
   the	
   International	
   Forests	
   offsets	
   proposal	
   should	
   be	
  
understood	
   within	
   the	
   context	
   of	
   an	
   assertion	
   of	
   support	
   for	
   the	
   success	
   that	
   the	
   California	
  
Air	
  Resource	
  Board	
  is	
  having	
  through	
  complimentary	
  measure	
  program	
  development.	
  We	
  
believe	
   it	
   is	
   important	
   to	
   recognize	
   how	
   CARB	
   is	
   advancing	
   important	
   climate	
   change	
  
mitigation	
   policy	
   outside	
   of	
   the	
   market-‐based	
   compliance	
   mechanism,	
   and	
   that	
   policy	
   is	
  
resulting	
   in	
   real,	
   additional,	
   quantifiable	
   and	
   permanent	
   reductions	
   in	
   emissions	
   here	
   at	
  
home	
  in	
  California.	
  
	
  
We	
   strongly	
   support	
   the	
   broad	
   objectives	
   of	
   AB32,	
   California’s	
   Global	
   Warming	
   Solutions	
  
Act.	
  There	
  is	
  a	
  lot	
  that	
  California	
  can	
  do	
  to	
  reduce	
  our	
  state’s	
  climate	
  impact,	
  and	
  though	
  it	
  
Friends of the Earth – US
2150 Allston Way, Suite 360
Berkeley, CA 94704 USA
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may	
   be	
   past	
   time	
   for	
   California	
   to	
   consider	
   the	
   passage	
   of	
   a	
   more	
   contemporary	
   climate	
  
change	
   mitigation	
   legislation	
   package,	
   we	
   see	
   that	
   much	
   in	
   AB32	
   does	
   reduce	
   climate	
  
impact	
   as	
   well	
   or	
   better	
   than	
   any	
   other	
   climate	
   legislation	
   we	
   are	
   aware	
   of.	
   We	
   also	
  
strongly	
  support	
  the	
  goals	
  of	
  reducing	
  deforestation	
  and	
  forest	
  degradation	
  in	
  the	
  world’s	
  
forests,	
  both	
  tropical	
  and	
  temperate.	
  We	
  are	
  steadfast	
  in	
  our	
  support	
  for	
  CARB	
  taking	
  a	
  key	
  
role	
   in	
   forging	
   a	
   just	
   and	
   equitable	
   transition	
   to	
   a	
   low	
   emissions	
   economic	
   development	
  
path,	
  most	
  especially	
  here	
  at	
  home	
  in	
  California.	
  	
  
	
  
Our	
  organization	
  is	
  honored	
  that	
  our	
  membership	
  includes	
  many	
  residents	
  of	
  the	
  State	
  of	
  
California	
  who	
  have	
  a	
  strong	
  understanding	
  of	
  our	
  responsibility	
  to	
  be	
  accountable	
  for	
  the	
  
damage	
  done	
  to	
  the	
  global	
  atmosphere	
  by	
  California	
  and	
  United	
  States	
  industry,	
  as	
  well	
  as	
  
from	
  consumption	
  patterns	
  in	
  our	
  state	
  and	
  nation.	
  We	
  have	
  a	
  strong	
  stake	
  in	
  ensuring	
  that	
  
any	
  climate	
  change	
  mitigation	
  policy	
  developed	
  in	
  California	
  is	
  based	
  on	
  the	
  best	
  available	
  
science,	
   will	
   comprehensively	
   address	
  the	
   root	
   causes	
   of	
   the	
   global	
   climate	
   crisis	
   and	
   the	
  
rising	
   concentrations	
   of	
   greenhouse	
   gases	
   in	
   the	
   atmosphere,	
   and	
   does	
   not	
   inadvertently	
  
cause	
  harm	
  elsewhere	
  –	
  and	
  this	
  is	
  precisely	
  our	
  fear	
  regarding	
  the	
  Air	
  Resources	
  Board’s	
  
pending	
   consideration	
   of	
   rulemaking	
   for	
   including	
   in	
   the	
   Cap-‐and-‐Trade	
   Program	
  
International	
  Sector-‐based	
  Offset	
  credits	
  from	
  sub-‐national	
  jurisdictional	
  level	
  schemes	
  of	
  
Reducing	
   Emissions	
   from	
   Deforestation	
   and	
   Forest	
   Degradation	
   (REDD).	
   Our	
   fear	
   that	
   an	
  
expansion	
   of	
   Cap-‐and-‐Trade	
   to	
   include	
   International	
   Sector-‐based	
   offsets	
   will	
   result	
   in	
  
inadvertent	
   harms	
   and	
   unintended	
   consequences	
   is	
   based	
   on	
   our	
   assessment	
   that	
  
important	
   information	
   describing	
   the	
   negative	
   human	
   rights	
   and	
   environmental	
  
consequences	
  of	
  REDD	
  and	
  similar	
  market-‐based	
  incentive	
  schemes	
  is	
  either	
  not	
  available	
  
to	
  staff	
  developing	
  this	
  policy	
  proposal	
  -‐-‐	
  or	
  is	
  being	
  ignored.	
  
	
  
Essentially,	
   our	
   fear	
   is	
   that	
   a	
   “head-‐in-‐the-‐sand”	
   mentality	
   is	
   the	
   predominant	
   mindset	
  
amongst	
   the	
   staff	
   at	
   Air	
   Resources	
   Board	
   and	
   other	
   agencies	
   that	
   have	
   a	
   role	
   in	
   forwarding	
  
this	
   policy	
   proposal,	
   as	
   well	
   as	
   amongst	
   many	
   outspoken	
   proponents	
   of	
   expanding	
   Cap-‐
and-‐Trade	
   to	
   include	
   International	
   Forest	
   offsets.	
   Such	
   a	
   “head-‐in-‐the-‐sand”	
   mentality	
   is	
  
resulting	
  in	
  a	
  policy	
  vision	
  that	
  is	
  not	
  based	
  in	
  an	
  honest	
  and	
  fact	
  based	
  assessment	
  of	
  the	
  
on-‐the-‐ground	
   reality	
   of	
   the	
   governance	
   and	
   human	
   rights	
   crises	
   that	
   permeate	
   a	
   grand	
  
majority	
   of	
   the	
   potential	
   sub-‐national	
   jurisdictions	
   that	
   are	
   being	
   considered	
   for	
   the	
  
provision	
   of	
   international	
   forest	
   based	
   credits	
   to	
   the	
   California	
   carbon	
   market.	
   It	
   is	
   high	
  
time	
   that	
   serious	
   attention	
   be	
   paid	
   to	
   the	
   documented	
   evidence	
   that	
   describes	
   in	
   detail	
   the	
  
real	
   social,	
   political,	
   environmental,	
   and	
   legal	
   risks	
   both	
   in	
   California	
   and	
   in	
   potential	
  
partner	
  jurisdictions	
  that	
  are	
  associated	
  with	
  a	
  reliance	
  on	
  growth	
  in	
  the	
  California	
  market-‐
based	
   compliance	
   mechanism	
   as	
   a	
   means	
   of	
   financing	
   a	
   rural	
   development	
   and	
   forest	
  
carbon	
  management	
  program	
  in	
  tropical	
  regions.	
  
	
  
To	
  that	
  end	
  we	
  will	
  draw	
  attention	
  in	
  this	
  letter	
  to	
  a	
  select	
  number	
  of	
  discussion	
  topics.	
  We	
  
believe	
  that	
  when	
  provided	
  the	
  appropriate	
  weight	
  in	
  a	
  fair	
  and	
  balanced	
  decision-‐making	
  
process	
  this	
  letter	
  will	
  provide	
  substance	
  to	
  the	
  argument	
  that	
  the	
  proposal	
  to	
  expand	
  the	
  
Cap-‐and-‐Trade	
   program	
   to	
   include	
   International	
   Forest	
   Offsets	
   is	
   contrary	
   to	
   the	
   stated	
  
goals	
   of	
   CARB	
   to	
   respond	
   to	
   the	
   mandate	
   of	
   AB	
   32	
   to	
   develop	
   effective	
   climate	
   change	
  
mitigation	
   policy	
   in	
   California	
   that	
   will	
   actually	
   assist	
   in	
   averting	
   the	
   worst	
   impacts	
   of	
  
human-‐induced	
  climate	
  change.	
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Understanding	
  Land	
  Carbon	
  Science	
  
	
  
Much	
   of	
   the	
   focus	
   of	
   recent	
   workshops	
   hosted	
   by	
   CARB	
   related	
   to	
   the	
   potential	
   of	
  
expanding	
   Cap-‐and-‐Trade	
   with	
   International	
   Sector-‐based	
   offsets	
   has	
   been	
   on	
   social	
   and	
  
environmental	
   safeguards.	
   As	
   important	
   as	
   discussion	
   of	
   the	
   human	
   rights	
   and	
  
environmental	
  justice	
  implications	
  of	
  a	
  California	
  REDD	
  program	
  is	
  for	
  understanding	
  the	
  
real	
  social	
  and	
  reputational	
  risks	
  of	
  a	
  program	
  of	
  this	
  nature,	
  there	
  are	
  serious	
  questions	
  
regarding	
   the	
   climate	
   mitigation	
   effectiveness	
   of	
   trading	
   the	
   burning	
   of	
   fossil	
   fuels	
   for	
  
tropical	
  forest	
  carbon	
  management	
  schemes	
  with	
  dubious	
  outcomes	
  on	
  the	
  ground.	
  	
  
	
  
Effective	
  policy	
  for	
  mitigation	
  against	
  the	
  worst	
  impacts	
  of	
  climate	
  change	
  must	
  recognize	
  
that	
   the	
   impacts	
   of	
   fossil	
   fuel	
   use	
   are	
   irreversible.	
   Essentially,	
   to	
   design	
   effective	
   climate	
  
change	
  mitigation	
  policy	
  that	
  is	
  founded	
  in	
  the	
  basic	
  concepts	
  of	
  land	
  carbon	
  science	
  there	
  
is	
   an	
   urgent	
   need	
   to	
   “decouple”	
   the	
   emissions	
   from	
   burning	
   fossil	
   fuels	
   from	
   the	
   carbon	
  
cycles	
   of	
   land-‐based	
   ecosystems	
   such	
   as	
   forests.	
   The	
   climate	
   science	
   is	
   clear:	
   it	
   is	
   not	
  
possible	
   to	
   substitute	
   needed	
   reductions	
   in	
   fossil	
   fuel	
   use	
   with	
   the	
   highly	
   variable	
   and	
  
temporarily	
   fleeting	
   carbon	
   sequestration	
   processes	
   of	
   the	
   worlds	
   forests	
   and	
   other	
   land	
  
based	
  ecosystems	
  (Ajani,	
  et	
  al.	
  2013).	
  
	
  
Understanding	
  the	
  role	
  of	
  past	
  deforestation	
  in	
  carbon	
  sequestration	
  by	
  forests	
  is	
  crucial	
  to	
  
understanding	
   the	
   limits	
   of	
   forest	
   offsets.	
   Carbon	
   dioxide	
   removal	
   by	
   the	
   land	
   sector	
   is	
  
essentially	
  recapturing	
  past	
  emissions	
  from	
  land-‐use	
  change	
  or	
  deforestation	
  and	
  therefore	
  
does	
  not	
  neutralize	
  current	
  or	
  future	
  fossil	
  fuel	
  emissions	
  (Mackey,	
  et	
  al.	
  2013).	
  
	
  
The	
   reality	
   is	
   that	
   more	
   than	
   50%	
   of	
   the	
   world’s	
   forests	
   have	
   already	
   been	
   lost,	
   that	
   old	
  
growth	
   (primary	
   forest)	
   forest	
   continues	
   to	
   be	
   lost	
   at	
   an	
   alarming	
   rate,	
   and	
   that	
   in	
   many	
  
instances	
   soils	
   have	
   been	
   so	
   degraded	
   that	
   the	
   recovery	
   of	
   forests	
   is	
   not	
   a	
   question	
   of	
  
decades	
   but	
   of	
   centuries.	
   Forest	
   protection,	
   conservation,	
   and	
   restoration,	
   in	
   conjunction	
  
with	
   the	
   protection	
   of	
   cultures	
   that	
   have	
   been	
   stewarding	
   the	
   forest	
   since	
   time	
  
immemorial,	
  is	
  an	
  imperative.	
  	
  Voices	
  of	
  alarm	
  are	
  arising	
  around	
  the	
  planet	
  due	
  to	
  the	
  real	
  
dangers	
  of	
  policy	
  makers	
  confusing	
  the	
  imperative	
  of	
  forest	
  conservation	
  with	
  the	
  parallel	
  
but	
   separate	
   imperative	
   of	
   reducing	
   our	
   reliance	
   on	
   fossil	
   fuels.	
   We	
   run	
   the	
   risk	
   of	
   wasting	
  
precious	
  time	
  if	
  there	
  is	
  a	
  continuance	
  of	
  the	
  scientifically	
  flawed	
  assumption	
  that	
  we	
  can	
  
“compensate”	
   for	
   our	
   use	
   of	
   fossil	
   fuels	
   through	
   the	
   commercialization	
   and	
   trafficking	
   of	
  
forest	
   offsets	
   that	
   function	
   in	
   essence	
   as	
   cheap	
   permits	
   for	
   ongoing	
   and	
   irreversible	
  
industrial	
  fossil	
  fuel	
  emissions.	
  
	
  
It	
   is	
   past	
   time	
   that	
   CARB	
   staff	
   stop	
   avoiding	
   and	
   ignoring	
   the	
   best	
   available	
   land	
   carbon	
  
science,	
  claiming	
  that	
  these	
  questions	
  have	
  already	
  been	
  resolved.	
  CARB	
  staff	
  must	
  begin	
  to	
  
address	
   in	
   real	
   terms	
   the	
   scientific	
   evidence	
   that	
   offsets	
   are	
   a	
   fully	
   inadequate	
   climate	
  
change	
   mitigation	
   tool.	
   CARB	
   officials,	
   by	
   refusing	
   to	
   provide	
   for	
   a	
   peer-‐reviewed	
   scientific	
  
evaluation	
   of	
   the	
   Cap-‐and-‐Trade	
   Program	
   that	
   looks	
   closely	
   at	
   contemporary	
   carbon	
  
science	
   and	
   the	
   inadequacies	
   of	
   offsetting,	
   are	
   perpetuating	
   a	
   climate	
   change	
   mitigation	
  
policy	
   dynamic	
   in	
   which	
   the	
   policy	
   is	
   being	
   determined	
   by	
   politics	
   that	
   are	
   unduly	
  
influenced	
   by	
   polluting	
   industry,	
   and,	
   consequently,	
   is	
   not	
   being	
   informed	
   by	
   the	
   best	
  
available	
  science.	
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Mexico:	
  Politics,	
  Realpolitik,	
  and	
  Narcopolítica	
  
	
  
There	
  is	
  no	
  question	
  that	
  the	
  human	
  rights	
  and	
  governance	
  crisis	
  in	
  contemporary	
  México	
  
is	
   of	
   grave	
   concern.	
   Civil	
   society	
   organizations	
   from	
   México	
   have	
   communicated	
   their	
  
concern	
   to	
   the	
   Air	
   Resources	
   Board	
   about	
   the	
   lack	
   of	
   legitimacy	
   of	
   the	
   governance	
  
structures	
   in	
   México.	
   Particular	
   concern	
   has	
   been	
   raised	
   in	
   regards	
   the	
   absence	
   of	
  
demonstrated	
   concern	
   by	
   Mexican	
   governmental	
   institutions	
   for	
   protecting	
   the	
   human	
  
rights	
   of	
   Mexican	
   citizens,	
   evidenced	
   by	
   the	
   repeated	
   implication	
   of	
   federal,	
   state,	
   and	
  
municipal	
   security	
   forces	
   in	
   egregious	
   human	
   rights	
   abuses	
   throughout	
   the	
   country.	
   Civil	
  
society	
   representatives	
   in	
   México	
   have	
   explicitly	
   questioned	
   the	
   appropriateness	
   of	
  
California	
   endeavoring	
   to	
   develop	
   carbon-‐trading	
   schemes	
   with	
   Mexican	
   authorities	
   until	
  
at	
   the	
   very	
   least	
   some	
   of	
   the	
   most	
   egregious	
   recent	
   violations	
   of	
   human	
   rights	
   can	
   be	
  
clarified,	
  including	
  the	
  crimes	
  of	
  the	
  September	
  2014	
  case	
  of	
  Ayotzinapa,	
  where	
  43	
  student	
  
activists	
   were	
   disappeared	
   and	
   in	
   which	
   the	
   independent	
   investigation	
   of	
   experts	
   from	
   the	
  
Inter-‐American	
   Court	
   of	
   Human	
   Rights	
   has	
   pointed	
   to	
   the	
   need	
   to	
   closely	
   investigate	
   the	
  
probable	
   role	
   of	
   federal	
   police	
   and	
   the	
   Mexican	
   Army	
   in	
   the	
   perpetuation	
   and	
   the	
   cover-‐up	
  
of	
   the	
   crimes.	
   A	
   letter	
   to	
   the	
   Air	
   Resources	
   Board	
   Chair	
   from	
   Mexican	
   civil	
   society	
  
organizations	
   has	
   never	
   received	
   a	
   response,	
   and	
   in	
   conversation	
   with	
   CARB	
   staff	
   their	
  
concerns	
  have	
  been	
  dismissed	
  and	
  downplayed.	
  
	
  
While	
   the	
   Ayotzinapa	
   case	
   cited	
   above	
   is	
   not	
   linked	
   in	
   a	
   direct	
   way	
   to	
   the	
   policy	
   under	
  
discussion	
  in	
  California,	
  such	
  concerns	
  about	
  governance	
  and	
  human	
  rights	
  in	
  Mexico	
  are	
  
neither	
   spurious	
   nor	
   irrelevant	
   to	
   the	
   discussion,	
   as	
   noted	
   recently	
   by	
   the	
   Center	
   for	
  
International	
   Forestry	
   Research1	
   who	
   have	
   been	
   looking	
   at	
   “multi-‐level	
   government”	
  
contexts	
   for	
   REDD	
   implementation	
   in	
   several	
   countries,	
   including	
   México,	
   and	
   have	
  
discovered	
   that	
   an	
   “abyss”	
  exists	
   between	
   the	
   stated	
  objectives	
   of	
   REDD	
   and	
   the	
   political	
  
reality	
  in	
  which	
  programs	
  are	
  being	
  implemented.	
  Amongst	
  issues	
  flagged	
  for	
  concern	
  by	
  
CIFOR	
  investigators	
  due	
  to	
  their	
  negative	
  impact	
  undermining	
  implementation	
  of	
  REDD	
  in	
  
México	
   are	
   the	
   weakening	
   of	
   processes	
   for	
   social	
   ownership	
   (the	
   “ejido”	
   system),	
  
emigration,	
   a	
   weak	
   exchange	
   rate,	
   and	
   ineffective	
   local	
   governments.	
   We	
   share	
   these	
  
concerns	
   about	
   governance	
   and	
   the	
   lack	
   of	
   perceived	
   legitimacy	
   of	
   governmental	
  
institutions	
   in	
   México	
   and	
   we	
   believe	
   it	
   is	
   important	
   that	
   the	
   Air	
   Resources	
   Board,	
   in	
  
considering	
   taking	
   California	
   down	
   a	
   path	
   of	
   international	
   engagement,	
   take	
   such	
   concerns	
  
into	
  account	
  well	
  before	
  developing	
  joint	
  policies	
  with	
  any	
  jurisdiction.	
  
	
  
Also	
   identified	
   by	
   CIFOR	
   researchers	
   as	
   a	
   major	
   challenge	
   to	
   REDD	
   implementation	
   in	
  
Mexico	
  is	
  the	
  Mexican	
  federal	
  policy	
  of	
  subsidizing	
  soy	
  production,	
  which	
  makes	
  it	
  nearly	
  
impossible	
   for	
   REDD	
   programs	
   to	
   compete	
   economically	
   with	
   the	
   growth	
   of	
   industrial	
  
agriculture.	
  This	
  highlights	
  a	
  long-‐standing	
  critique	
  of	
  REDD	
  that	
  has	
  been	
  brought	
  to	
  the	
  
attention	
   of	
   CARB	
   staff	
   on	
   multiple	
   occasions:	
   the	
   fact	
   that	
   REDD	
   does	
   not	
   address	
   the	
  
economic	
   motors	
   of	
   tropical	
   deforestation	
   such	
   as	
   commodity	
   production	
   and	
   extraction	
  
for	
  the	
  global	
  marketplace.	
  
	
  
1

See REDD+ en México: Política, política, y más política by Tim Trench (http://blog.cifor.org/32443/redd-‐en-‐
mexico-‐politica-‐politica-‐y-‐mas-‐politica?fnl=es)	
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Of	
   greater	
   importance	
   in	
   regards	
   to	
   how	
   California	
   policy	
   makers	
   can	
   learn	
   from	
  
researchers	
   studying	
   the	
   problems	
   with	
   REDD	
   implementation	
   is	
   the	
   conclusion	
   of	
   the	
  
researcher	
   that	
   it	
   is	
   “surprising”	
   to	
   learn	
   how	
   completely	
   out	
   of	
   touch	
   REDD	
   proponents	
  
are	
  with	
  the	
  realpolitik	
  of	
  contemporary	
  México.	
  	
  
	
  
The	
  researcher	
  goes	
  on	
  to	
  state:	
  
	
  
“The	
   increasing	
   problems	
   with	
   insecurity	
   and	
   the	
   loss	
   of	
   confidence	
   in	
   the	
  
democratic	
   process	
   are	
   causing	
   a	
   legitimacy	
   crisis	
   in	
   which	
   every	
   level	
   of	
  
government	
   has	
   been	
   questioned.	
   In	
   spite	
   of	
   this,	
   REDD	
   implementation	
  
continues,	
   fulfilling	
   international	
   time	
   frames	
   and	
   repeating	
   universal	
  
discourses	
   about	
   participation,	
   equality,	
   and	
   rights,	
   which	
   in	
   the	
   best	
   of	
   cases	
  
seem	
  long	
  term	
  aspirations,	
  and	
  many	
  times,	
  simply,	
  naïve.	
  
	
  
In	
   this	
   last	
   instance,	
   this	
   lack	
   of	
   realism	
   is	
   useless	
   because	
   it	
   hides	
   complex	
  
political	
   questions	
   and	
   ignores	
   persistent	
   structural	
   exclusions	
   that	
   will	
   with	
  
time	
  affect	
  the	
  implementation	
  of	
  REDD.”	
  
	
  
On	
   repeated	
   occasions	
   stakeholders	
   in	
   California	
   and	
   in	
   México	
   opposed	
   to	
   including	
   a	
  
version	
  of	
  REDD	
  in	
  California	
  Cap-‐and-‐Trade	
  have	
  communicated	
  with	
  urgency	
  that	
  staff	
  at	
  
CARB	
   must	
   become	
   more	
   attentive	
   to	
   the	
   human	
   rights	
   and	
   governance	
   situation	
   in	
  
México,	
  and	
  from	
  that	
  attention	
  be	
  more	
  realistic	
  about	
  the	
  contemporary	
  reality	
  in	
  México,	
  
and	
  how	
  it	
  is	
  tied	
  to	
  the	
  economic	
  motors	
  that	
  drive	
  forest	
  destruction	
  and	
  social	
  upheaval,	
  
whether	
  it	
  be	
  global	
  markets	
  of	
  soy,	
  the	
  trafficking	
  of	
  illegal	
  timber,	
  or	
  the	
  production	
  and	
  
transshipment	
   of	
   narcotics	
   to	
   satisfy	
   global	
   markets	
   for	
   intoxicants.	
   To	
   endeavor	
   to	
   engage	
  
in	
   rural	
   development	
   in	
   México	
   while	
   ignoring	
   or	
   downplaying	
   the	
   realpolitik	
   of	
  
Narcopolítica	
  is	
  naïve	
  at	
  best.	
  	
  
	
  
With	
  this	
  letter	
  we	
  again	
  insist	
  that	
  real	
  attention	
  be	
  paid	
  to	
  the	
  evidence	
  that	
  accurately	
  
describes	
  the	
  social	
  and	
  reputational	
  risk	
  that	
  permeate	
  the	
  proposal	
  to	
  expand	
  California	
  
Cap-‐and-‐Trade	
  to	
  include	
  any	
  sort	
  of	
  sub-‐national	
  jurisdictional	
  REDD-‐based	
  offset	
  scheme	
  
in	
   México.	
   Naiveté	
   on	
   the	
   part	
   of	
   California	
   policy	
   makers	
   regarding	
   the	
   harsh	
   on	
   the	
  
ground	
   realities	
   of	
   México	
   will	
   result	
   in	
   an	
   inaccurate	
   assessment	
   of	
   the	
   risks	
   at	
   hand,	
  
inevitably	
  laying	
  the	
  groundwork	
  for	
  disappointment,	
  deception,	
  and	
  tragedy.	
  
	
  
Acre:	
  Best	
  Case	
  Scenario?	
  
	
  
We	
   believe	
   that	
   allowing	
   for	
   jurisdictional	
   REDD-‐based	
   offset	
   credits	
   to	
   ostensibly	
   meet	
  
California’s	
   emissions	
   reduction	
   targets	
   within	
   the	
   Cap-‐and-‐Trade	
   Program	
   will	
   have	
   the	
  
perverse	
   effect	
   of	
   both	
   weakening	
   AB32	
   in	
   California	
   and	
   undermining	
   the	
   efforts	
   of	
  
partner	
  jurisdictions	
  to	
  protect	
  their	
  forests	
  in	
  ways	
  that	
  meet	
  current	
  best	
  practices.	
  As	
  we	
  
have	
  pointed	
  out	
  in	
  our	
  series	
  of	
  public	
  comments	
  submitted	
  to	
  both	
  the	
  ARB	
  and	
  the	
  REDD	
  
Offsets	
   Working	
   Group	
   (ROW),	
   we	
   believe	
   that	
   subnational	
   REDD	
   initiatives,	
   especially	
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when	
  financed	
  primarily	
  or	
  wholly	
  through	
  offsets,	
  will	
  be	
  inefficient,	
  ineffective,	
  and	
  will	
  
lead	
  to	
  perverse	
  outcomes.2	
  	
  
	
  
A	
   number	
   of	
   recent	
   reports	
   by	
   scholars,	
   human	
   rights	
   groups,	
   and	
   civil	
   society	
   advocacy	
  
groups	
   highlight	
   the	
   concerns	
   we	
   have,	
   and	
   we	
   take	
   this	
   opportunity	
   to	
   respectfully	
  
reiterate	
  the	
  relevancy	
  of	
  these	
  reports	
  for	
  your	
  consideration.	
  	
  
	
  
As	
   you	
   know,	
   in	
   2010,	
   California	
   signed	
   an	
   agreement	
   with	
   the	
   states	
   of	
   Acre,	
   Brazil	
   and	
  
Chiapas,	
  Mexico,	
  whereby	
  REDD	
  and	
  Payment	
  for	
  Environmental	
  Services	
  (PES)	
  programs	
  
in	
   the	
   two	
   tropical	
   forest	
   provinces	
   would	
   supply	
   carbon	
   offset	
   credits	
   to	
   California	
   to	
  
permit	
  the	
  state’s	
  industrial	
  polluters	
  to	
  continue	
  polluting	
  while	
  legally	
  fulfilling	
  emissions	
  
reduction	
   targets.	
   In	
   the	
   intervening	
   years,	
   a	
   number	
   of	
   environmental	
   policy	
   advocates	
  
have	
   been	
   working	
   tirelessly	
   to	
   court	
   both	
   ARB	
   and	
   California	
   legislators	
   to	
   pursue	
   the	
  
arrangement,	
   and	
   California	
   policymakers	
   have	
   been	
   meeting	
   with	
   officials	
   from	
   Acre,	
  
Chiapas,	
   and	
   other	
   potential	
   partner	
   jurisdictions	
   to	
   explore	
   the	
   parameters	
   of	
   the	
  
partnership.	
  
	
  
There	
  has	
  been	
  ample	
  information	
  from	
  indigenous	
  peoples	
  and	
  their	
  advocates	
  in	
  Chiapas	
  
showing	
   that	
   early	
   attempts	
   to	
   implement	
   REDD	
   in	
   Chiapas	
   had	
   the	
   dramatic	
   and	
  
foreseeable	
  effect	
  of	
  exacerbating	
  historic	
  conflicts	
  over	
  land.	
  Efforts	
  to	
  implement	
  similar	
  
policies	
   in	
   Acre,	
   in	
   contrast,	
   have	
   been	
   met	
   largely	
   with	
   public	
   acclaim,	
   although	
   civil	
  
society	
   groups	
   in	
   that	
   state	
   did	
   address	
   serious	
   concerns	
   to	
   California	
   officials	
   in	
   2013.	
  
Acre	
  has	
  taken	
  prominence	
  in	
  the	
  discussions	
  regarding	
  the	
  potential	
  linkage	
  of	
  California	
  
with	
   Acre	
   as	
   a	
   first	
   formal	
   linkage	
   step	
   to	
   expanding	
   the	
   Cap-‐and-‐Trade	
   Program	
   with	
  
International	
   Sector-‐based	
   Offsets.	
   Acre	
   is	
   presented	
   to	
   the	
   California	
   public	
   as	
   being	
   a	
  
species	
  of	
  “best	
  case	
  scenario”	
  for	
  tropical	
  forest	
  linkage	
  with	
  California	
  Cap-‐and-‐Trade	
  due	
  
to	
  the	
  purported	
  exceptional	
  results	
  from	
  benefit	
  sharing	
  and	
  rural	
  development.	
  
	
  
While	
  Acre	
  may	
  have	
  many	
  characteristics	
  that	
  make	
  it	
  “best-‐in-‐class”	
  among	
  jurisdictions	
  
with	
   regulatory	
   frameworks	
   that	
   include	
   Payment	
   for	
   Environmental	
   Services	
   schemes,	
  
and	
   while	
   Acre,	
   as	
   proponents	
   have	
   argued,	
   needs	
   a	
   boost	
   in	
   financing	
   to	
   maintain	
   the	
  
functionality	
  of	
  these	
  frameworks,	
  this	
  does	
  not	
  wholly	
  justify	
  linkage	
  with	
  California,	
  nor	
  
does	
   it	
   allay	
   the	
   concerns	
   or	
   satisfy	
   the	
   grievances	
   of	
   rights-‐holders.	
   In	
   the	
   report,	
   The	
  
Green	
   Economy,	
   Forest	
   Peoples	
   and	
   Territories:	
   Rights	
   Violations	
   in	
   the	
   State	
   of	
  
Acre,	
  a	
  26	
  page	
  summary	
  of	
  a	
  much	
  larger	
  set	
  of	
  findings	
  published	
  in	
  2015,	
  the	
  Brazilian	
  
Platform	
  for	
  Human,	
  Economic,	
  Social,	
  Cultural	
  and	
  Environmental	
  Rights	
  describes	
  Acre	
  as	
  
a	
   state	
   suffering	
   extreme	
   inequality,	
   deepened	
   by	
   a	
   lack	
   of	
   information	
   about	
   green	
  
economy	
   projects,	
   which	
   results	
   in	
   communities	
   being	
   coerced	
   to	
   accept	
   "top-‐down"	
  
proposals	
  as	
  substitutes	
  for	
  a	
  lack	
  of	
  public	
  policies	
  to	
  address	
  basic	
  needs.	
  	
  
	
  
Numerous	
   testimonies	
   taken	
   in	
   indigenous,	
   peasant	
   farmer	
   and	
   rubber-‐tapper	
  
communities	
   show	
   how	
   private	
   REDD	
   projects	
   and	
   public	
   PES	
   projects	
   have	
   deepened	
  
2

See generally The Munden Project, “REDD and Forest Carbon: Market-based Critique and Recommendations.” 2011; Karsenty and Ogolo,
“Can ‘fragile states’ decide to reduce their deforestation? The inappropriate use of the theory of incentives with respect to the REDD
mechanism,” Forest Policy and Economics.2011; Karsenty, Alain, “What the (Carbon) Market Cannot Do”, Perspective: Forests and Climate
Change.CIRAD.2009
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territorial	
  conflicts,	
  affected	
  communities’	
  ability	
  to	
  sustain	
  their	
  livelihoods,	
  and	
  violated	
  
international	
   human	
   rights	
   conventions	
   such	
   as	
   Convention	
   169	
   of	
   the	
   International	
   Labor	
  
Organization,	
  which	
  Brazil	
  has	
  ratified;	
  as	
  well	
  as	
  national	
  policies	
  such	
  as	
  Brazil’s	
  National	
  
Policy	
  for	
  the	
  Sustainable	
  Development	
  of	
  Traditional	
  Peoples	
  and	
  Communities.	
  	
  
	
  
The	
   testimonies	
   from	
   Acre	
   confirm	
   concerns	
   that	
   economic	
   incentives	
   such	
   as	
   those	
  
proposed	
  by	
  jurisdictional	
  REDD	
  programs	
  can	
  deepen	
  existing	
  inequalities,	
  by	
  paying	
  only	
  
paltry	
  sums	
  to	
  the	
  poorest	
  people	
  who	
  tend	
  to	
  have	
  the	
  smallest	
  impact	
  on	
  the	
  forest,	
  while	
  
hefty	
  management	
  fees	
  are	
  earned	
  by	
  project	
  developers,	
  technical	
  middlemen,	
  and	
  large	
  
landowners.	
  	
  
	
  
A	
   related	
   impact	
   is	
   to	
   undermine	
   traditional	
   approaches	
   to	
   forest	
   management	
   and	
   to	
  
alienate	
  forest-‐dwellers	
  from	
  their	
  traditional	
  activities.	
  “We	
  don’t	
  see	
  land	
  as	
  income,”	
  one	
  
anonymous	
  indigenous	
  informant	
  to	
  the	
  Acre	
  report	
  said.	
  “Our	
  bond	
  with	
  the	
  land	
  is	
  sacred	
  
because	
  it	
  is	
  where	
  we	
  come	
  from	
  and	
  where	
  we	
  will	
  return.”	
  
	
  
There	
  is	
  clearly	
  a	
  diverse	
  array	
  of	
  voices	
  regarding	
  the	
  success	
  or	
  failures	
  of	
  market-‐based	
  
incentive	
   programs	
   for	
   promoting	
   forest	
   protection	
   in	
   Acre,	
   and	
   it	
   is	
   clear	
   that	
   there	
   are	
  
those	
   who	
   support	
   the	
   programs	
   and	
   see	
   actual	
   and	
   potential	
   benefits,	
   including	
  
indigenous	
   peoples,	
   rubber	
   tappers	
   and	
   civil	
   society	
   groups.	
   	
   What	
   is	
   worrisome,	
   however,	
  
is	
  the	
  fact	
  that	
  REDD	
  proponents	
  have	
  been	
  successful	
  in	
  making	
  their	
  voices	
  heard,	
  while	
  
critical	
   voices	
   have	
   been	
   shut	
   out	
   of	
   the	
   debate	
   in	
   Acre,	
   and	
   thus	
   in	
   California.	
   	
   Policy	
  
makers	
  in	
  California	
  are	
  thus	
  in	
  danger	
  of	
  making	
  policy	
  development	
  decisions	
  based	
  on	
  
biased	
  or	
  incomplete	
  information.	
  	
  
	
  
It	
   is	
   also	
   known	
   to	
   CARB	
   staff	
   that	
   misrepresentations	
   were	
   made	
   by	
   proponents	
   of	
  
California	
   Cap-‐and-‐Trade	
   linkage	
   with	
   Acre	
   at	
   the	
   April	
   28	
   Public	
   Workshop	
   regarding	
  
support	
  by	
  a	
  well	
  known	
  progressive	
  environmental	
  organization	
  in	
  Brazil	
  for	
  California’s	
  
proposed	
  sector-‐based	
  offset	
  program.	
  This	
  misrepresentation	
  brings	
  into	
  serious	
  question	
  
the	
  veracity	
  of	
  many	
  reports	
  of	
  support	
  for	
  REDD	
  in	
  Acre,	
  and	
  demonstrates	
  that,	
  even	
  in	
  
Acre,	
  considered	
  by	
  CARB	
  staff	
  as	
  the	
  best	
  potential	
  linkage	
  partner	
  with	
  California,	
  REDD	
  
type	
  incentive	
  programs	
  remain	
  divisive	
  and	
  controversial.	
  
	
  
In	
   effect,	
   the	
   issues	
   of	
   governance	
   and	
   the	
   apparent	
   naiveté	
   of	
   CARB	
   staff	
   in	
   its	
  
consideration	
  of	
  linkage	
  to	
  México	
  similarly	
  apply	
  to	
  the	
  predisposal	
  of	
  CARB	
  to	
  promote	
  
linkage	
   of	
   the	
   California	
   carbon	
   market	
   with	
   Acre.	
   For	
   instance,	
   the	
   political	
   turmoil	
   in	
  
Brazil	
   is	
   currently	
   spilling	
   over	
   into	
   a	
   congressional	
   effort	
   to	
   overturn	
   the	
   environmental	
  
and	
   human	
   rights	
   safeguards	
   that	
   have	
   been	
   established	
   by	
   the	
   Brazilian	
   federal	
  
government	
   over	
   the	
   last	
   decades	
   to	
   ostensibly	
   protect	
   the	
   people	
   and	
   the	
   forests	
   of	
   the	
  
Amazon	
  during	
  infrastructure	
  development	
  and	
  natural	
  resource	
  extraction.	
  	
  
	
  
This	
   is	
   a	
   real	
   and	
   contemporary	
   example	
   of	
   the	
   political	
   risk	
   that	
   is	
   inherent	
   with	
  
international	
  aid	
  and	
  development	
  diplomacy	
  –	
  yet	
  the	
  State	
  of	
  California	
  is	
  outside	
  of	
  its	
  
competencies	
   and	
   institutional	
   capacity	
   and	
   as	
   such	
   is	
   challenged	
   to	
   effectively	
   navigate	
  
such	
  complex	
  and	
  unstable	
  international	
  terrain.	
  It	
  is	
  simply	
  naïve	
  on	
  the	
  part	
  of	
  CARB	
  staff	
  
to	
  continue	
  down	
  a	
  path	
  that	
  is	
  paved	
  with	
  only	
  the	
  stones	
  of	
  information	
  that	
  staff	
  seem	
  to	
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be	
   predisposed	
   to	
   hear,	
   while	
   the	
   conflicting	
   information	
   describing	
   risks	
   and	
   pitfalls,	
  
though	
   documented	
   and	
   reliable,	
   is	
   apparently	
   cast	
   aside.	
   The	
   apparent	
   predisposal	
   of	
  
CARB	
   staff	
   to	
   move	
   forward	
   with	
   linkage	
   with	
   Acre	
   as	
   an	
   expansion	
   of	
   Cap-‐and-‐Trade	
  
regardless	
   of	
   available	
   information	
   that	
   indicates	
   that	
   such	
   a	
   linkage	
   is	
   replete	
   with	
  
political	
  traps,	
  predictable	
  conflicts,	
  and	
  community	
  controversy	
   will	
  contribute	
  ultimately	
  
not	
   only	
   to	
   human	
   rights	
   problems	
   on	
   the	
   ground,	
   but	
   will	
   also	
   result	
   in	
   a	
   failed	
   climate	
  
change	
   mitigation	
   policy	
   that	
   does	
   nothing	
   to	
   help	
   us	
   avert	
   the	
   worst	
   impacts	
   of	
   human-‐
induced	
  climate	
  change.	
  
	
  
Academic	
  Studies	
  of	
  Risks	
  and	
  Negative	
  Impacts	
  of	
  REDD	
  Ignored	
  by	
  CARB	
  Staff	
  
	
  
As	
   stated	
   above,	
   one	
   of	
   our	
   great	
   concerns	
   regarding	
   a	
   California	
   REDD	
   program	
   for	
   the	
  
trading	
  of	
  International	
  Forest	
  Offsets	
  in	
  California’s	
  carbon	
  market	
  is	
  the	
  impact	
  that	
  this	
  
can	
  have	
  on	
  traditional	
  knowledge	
  and	
  indigenous	
  cultural	
  traditions.	
  There	
  is	
  a	
  real	
  and	
  
measurable	
   threat	
   that	
   REDD	
   implementation	
   in	
   forest	
   dependent	
   communities	
   can	
  
undermine	
  traditional	
  approaches	
  to	
  forest	
  management,	
  and	
  can	
  alienate	
  forest-‐dwellers	
  
from	
  their	
  traditional	
  activities.	
  
	
  
This	
   is	
   among	
   the	
   conclusions	
   of	
   another	
   comprehensive	
   report	
   from	
   the	
   Indigenous	
  
People’s	
   Biocultural	
   Climate	
   Change	
   Assessment	
   Initiative	
  (IPCCA).	
   The	
   report	
  Indigenous	
  
Peoples	
   and	
   REDD+:	
   A	
   Critical	
   Perspective	
   calls	
   into	
   question	
   the	
   use	
   of	
   market	
  
mechanisms	
   such	
   as	
   REDD	
   for	
   delivering	
   conservation	
   and	
   community	
   “co-‐benefits”.	
   The	
  
report	
   documents	
   cases	
   in	
   seven	
   countries,	
   and	
   shows	
   that	
   market-‐based	
   approaches,	
  
however	
  technically	
  savvy,	
  can	
  neither	
  fully	
  respect	
  and	
  protect	
  human	
  rights	
  nor	
  conserve	
  
forests	
  over	
  the	
  long	
  term.	
  This	
  report	
  has	
  been	
  made	
  available	
  to	
  CARB	
  staff	
  on	
  repeated	
  
occasions,	
  but	
  to	
  the	
  moment	
  it	
  is	
  a	
  reliable	
  source	
  of	
  information	
  to	
  which	
  CARB	
  staff	
  has	
  
failed	
   to	
   refer	
   when	
   ostensibly	
   evaluating	
   whether	
   or	
   not	
   to	
   proceed	
   forward	
   with	
   an	
  
expansion	
  of	
  California	
  Cap-‐and-‐Trade	
  with	
  International	
  Sector-‐based	
  Offsets.	
  Notably,	
  the	
  
report	
  contains	
  a	
  number	
  of	
  proposals	
  for	
  alternative	
  incentives	
  for	
  reducing	
  deforestation	
  
and	
  forest	
  degradation	
  while	
  upholding	
  rights.	
  
	
  
Another	
  collection	
  of	
  REDD	
  case	
  studies	
  from	
  the	
  World	
  Rainforest	
  Movement,	
  A	
  gallery	
  of	
  
conflicts,	
   contradictions	
   and	
   lies,	
   (which	
   has	
   been	
   submitted	
   to	
   CARB	
   on	
   numerous	
  
occasions)	
   examines	
   14	
   REDD	
   and	
   PES	
   projects	
   around	
   the	
   world,	
   and,	
   as	
   the	
   title	
  
indicates,	
  finds	
  them	
  deeply	
  troubling.	
  	
  
	
  
“In	
  many	
  cases,”	
  the	
  report	
  says,	
  “communities	
  were	
  never	
  asked	
  whether	
  they	
  consented	
  
to	
   the	
   forest	
   carbon	
   project…Where	
   REDD	
   project	
   plans	
   were	
   presented	
   to	
  
communities…what	
   the	
   villagers	
   got	
   in	
   return	
   was	
   mainly	
   harassment,	
   restrictions	
   on	
   land	
  
use,	
  and	
  blame	
  for	
  deforestation	
  and	
  climate	
  change.”	
  
	
  
This	
  report,	
  from	
  one	
  of	
  the	
  most	
  respected	
  grassroots	
  forest	
  and	
  forest	
  people’s	
  protection	
  
organizations	
  on	
  the	
  American	
  continent,	
  has	
  never	
  yet	
  been	
  cited	
  or	
  included	
  in	
  any	
  of	
  the	
  
presentation	
   materials	
   provided	
   by	
   CARB	
   to	
   inform	
   the	
   public	
   regarding	
   the	
   costs	
   and	
  
benefits	
  of	
  a	
  potential	
  REDD-‐based	
  offsets	
  program	
  in	
  California	
  Cap-‐and-‐Trade.	
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Importantly,	
  these	
  reports	
  show	
  that	
  the	
  imposition	
  of	
   REDD	
  projects	
  in	
  tropical	
  countries	
  
is	
  scarcely	
  softened	
  by	
  the	
  variety	
  of	
  third-‐party	
  certification	
  schemes	
  on	
  the	
  market,	
  such	
  
as	
   the	
   private	
   sector	
   Voluntary	
   Carbon	
   Standard	
   (VCS),	
   or	
   the	
   business-‐and	
   NGO-‐led	
  
Climate,	
   Community	
   and	
   Biodiversity	
   standard	
   (CCB).	
   Numerous	
   projects	
   certified	
  through	
  
these	
   standards	
   have,	
   according	
   to	
   the	
   documentation	
   in	
   the	
   enclosed	
   reports,	
   failed	
   to	
  
ensure	
   protection	
   for	
   equity	
   and	
   human	
   rights	
   or	
   failed	
   to	
   conservation	
   objectives,	
   or,	
   in	
  
many	
  cases,	
  both.	
  These	
  failures,	
  of	
  course,	
  ripple	
  towards	
  a	
  failure	
  of	
  the	
  climate	
  part	
  as	
  
well,	
  given	
  their	
  basis	
  in	
  offsetting.	
  	
  These	
  failures	
  also	
  indicate	
  that	
  these	
  social	
  safeguard	
  
frameworks	
  are	
  insufficient,	
  and	
  that	
  no	
  amount	
  of	
  fine-‐tuning	
  by	
  CARB	
  staff	
  will	
  arrive	
  at	
  
a	
   version	
   that	
   will	
   provide	
   assurances	
   that	
   a	
   California	
   REDD	
   scheme	
   will	
   be	
   immune	
   to	
  
human	
  rights	
  violations.	
  
	
  
These	
  failures	
  are	
  important	
  to	
  consider	
  in	
  light	
  of	
  the	
  current	
  CARB	
  staff-‐led	
  discussion	
  for	
  
the	
  development	
  of	
  the	
   proposal	
  for	
  California’s	
  REDD	
  program.	
  The	
  ROW	
  report	
  on	
  which	
  
CARB	
  staff	
  relies	
  states	
  that	
  “while	
  the	
  primary	
  goal	
  of	
  jurisdictional	
  REDD+	
  programs	
  is	
  to	
  
achieve	
  real	
  reductions	
  in	
  greenhouse	
  gas	
  emissions	
  from	
  the	
  forest	
  sector,	
  well-‐designed	
  
REDD+	
   programs	
   with	
   appropriate	
   safeguards	
   can	
   generate	
   additional	
   social	
   and	
  
environmental	
  benefits	
  and	
  provide	
  a	
  viable	
  pathway	
  to	
  sustainable,	
  equitable	
  low-‐carbon	
  
rural	
  development.”3	
  This	
  indicates	
  a	
  dangerous	
  tendency	
  to	
  treat	
  social	
  equity	
  merely	
  as	
  a	
  
co-‐benefit	
   rather	
   than	
   a	
   necessary	
   precondition	
   –	
   a	
   concern	
   that	
   should	
   be	
   taken	
   very	
  
seriously	
  in	
  view	
  of	
  the	
  negative	
  human	
  rights	
  impacts	
  already	
  documented	
  in	
  the	
  enclosed	
  
reports.	
   This	
   is	
   also	
   an	
   important	
   point	
   to	
   take	
   into	
   account	
   when	
   evaluating	
   the	
  
framework	
   applied	
   by	
   CARB	
   staff	
   in	
   assessing	
   the	
   actual	
   conditions	
   on	
   the	
   ground	
   in	
  
potential	
  partner	
  jurisdictions.	
  	
  
	
  
We	
  understand	
  and	
  appreciate	
  that	
  CARB	
  is	
  undertaking	
  considerable	
  effort	
  to	
  develop	
  a	
  
methodology	
   that	
   provides	
   a	
   “high	
   bar”	
   for	
   the	
   actual	
   sale	
   of	
   forest-‐sector	
   based	
   carbon	
  
offsets	
   into	
   California’s	
   market	
   and	
   thus	
   hopes	
   to	
   avoid	
   past	
   mistakes	
   and	
   to	
   transform	
  
REDD	
  into	
  a	
  set	
  of	
  policies	
  that	
  will	
  be	
  truly	
  beneficial	
  for	
  rights-‐holders	
  -‐-‐	
  but	
  we	
  are	
  not	
  
convinced.	
  CARB’s	
  optimism	
  would	
  be	
  laudable,	
  if	
  not	
  for	
  the	
  fact	
  that	
  it	
  is	
  dangerous.	
  
	
  
Confusing	
  Preconditions	
  with	
  Objectives	
  
	
  
The	
   issues	
   of	
   land	
   tenancy	
   and	
   legally	
   binding	
   rights	
   to	
   land	
   and	
   a	
   forest	
   base	
   for	
   forest	
  
dependent	
   communities	
   and	
   cultures	
   are	
   intrinsic	
   to	
   discussions	
   regarding	
   the	
  
implementation	
  of	
  REDD	
  on	
  the	
  ground	
  in	
  potential	
  partner	
  jurisdictions.	
  Just	
  as	
  there	
  has	
  
been	
   a	
   conflation	
   of	
   equating	
   donor	
   supported/financed	
   REDD	
   programs	
   with	
   the	
   promise	
  
of	
   California	
   Cap-‐and-‐Trade	
   offset-‐financed	
   REDD	
   programs	
   in	
   possible	
   partner	
  
jurisdictions,	
   there	
   has	
   been	
   another	
   conflation	
   that	
   we	
   find	
   troubling	
   and	
   misleading.	
   In	
  
the	
   course	
   of	
   the	
   public	
   debate	
   several	
   instances	
   have	
   been	
   raised	
   where	
   positive	
   REDD	
  
project	
   implementation	
   has	
   occurred;	
   notably,	
   all	
   of	
   these	
   instances	
   are	
   drawn	
   from	
  
communities	
  where	
  the	
  issues	
  of	
  land	
  tenancy	
  and	
  legally	
  binding	
  rights	
  to	
  land	
  had	
  been	
  
resolved	
   before	
   REDD	
   implementation	
   was	
   begun.	
   But	
   these	
   cases	
   have,	
   de	
   facto,	
   been	
  

3

ROW Recommendations, p. 45	
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conflated	
   with	
   instances	
   where	
   it	
   is	
   suggested	
   that	
   REDD	
   project	
   implementation	
   will	
  
actually	
  result	
  in	
  the	
  acquiring	
  of	
  rights	
  and	
  a	
  clarification	
  of	
  land	
  tenancy	
  issues.	
  	
  
	
  
If	
   there	
   is	
   any	
   lesson	
   to	
   be	
   drawn	
   from	
   these	
   instances,	
   it	
   is	
   the	
   imperative	
   that	
   CARB	
   staff	
  
begin	
  to	
  explicitly	
  require	
  that	
  legally	
  binding	
  land	
  rights	
  and	
  land	
  title	
  exist	
  and	
  be	
  held	
  by	
  
affected	
   communities	
   as	
   a	
   measurable	
   and	
   verifiable	
   pre-‐condition	
   before	
   any	
   potential	
  
linkage	
  of	
  a	
  possible	
  partner	
  jurisdictions	
  be	
  considered.	
  It	
  is	
  essential	
  that	
  the	
  issue	
  of	
  land	
  
tenancy	
   clarification	
   be	
   defined	
   as	
   a	
   necessary	
   pre-‐condition,	
   and	
   crucial	
   to	
   note	
   that	
  
without	
   clear	
   land	
   tenancy,	
   it	
   is	
   unlikely,	
   based	
   on	
   the	
   evidence	
   of	
   past	
   REDD	
  
implementation,	
   that	
   such	
   aspirations	
   can	
   be	
   achieved.	
   This	
   is	
   especially	
   true	
   in	
  
jurisdictions	
   where	
   serious	
   questions	
   of	
   governance,	
   access	
   to	
   democratic	
   processes,	
   and	
  
respect	
  for	
  human	
  rights	
  are	
  at	
  stake.	
  
	
  
The	
  importance	
  of	
  legally	
  binding	
  land	
  tenancy	
  rights	
  is	
  increasingly	
  clear	
  as	
  global	
  trade	
  
agreements	
   are	
   pursued	
   that	
   do	
   indeed	
   have	
   legally	
   binding	
   clauses	
   regarding	
   critical	
  
issues	
   such	
   as	
   investor-‐state	
   dispute	
   resolution	
   and	
   intellectual	
   property	
   rights.	
   This	
  
context	
  of	
  legally	
  binding	
  international	
  trade	
  agreements	
  is	
  a	
  crucially	
  important	
  dynamic	
  
to	
   explore	
   when	
   discussing	
   social	
   safeguards	
   for	
   any	
   potential	
   sub-‐national	
   jurisdictional	
  
REDD	
   offsets	
   credit	
   program	
   implementation	
   –	
   especially	
   when	
   investor	
   state	
   dispute	
  
resolution	
   is	
   already	
   recognized	
   as	
   a	
   threat	
   to	
   domestic	
   environmental	
   regulation.	
   Legal	
  
frameworks	
   governing	
   intellectual	
   property	
   dynamics	
   can	
   and	
   will	
   be	
   a	
   part	
   of	
   future	
  
carbon	
   trading	
   schemes,	
   and	
   could,	
   in	
   theory,	
   lead	
   to	
   inadvertent	
   outcomes	
   that	
   are	
  
contrary	
   to	
   proposed	
   climate	
   change	
   mitigation	
   policy	
   objectives.	
   While	
   the	
   analysis	
  
required	
   to	
   cite	
   such	
   a	
   scenario	
   is	
   beyond	
   the	
   scope	
   of	
   these	
   comments,	
   we	
   suggest	
   that	
  
CARB	
  itself	
  consider	
  undertaking	
  a	
  legal	
  analysis	
  of	
  potential	
  cases	
  where	
  voluntary	
  social	
  
and	
   environmental	
   safeguards	
   may	
   be	
   challenged	
   or	
   contravened	
   by	
   mandatory	
  
intellectual	
  property	
  and	
  trade	
  regimes.	
  
	
  
REDD	
  Social	
  Safeguards	
  Are	
  Inherently	
  Inadequate	
  
	
  
The	
  social	
  safeguards	
  for	
  REDD	
  implementation,	
  as	
  practiced	
  either	
  by	
  the	
  UN,	
  the	
  World	
  
Bank,	
  or	
  private	
  interests,	
  received	
  substantial	
  discussion	
  in	
  the	
  April	
  28	
  public	
  workshop	
  
hosted	
   by	
   CARB.	
   What	
   CARB	
   officials	
   failed	
   to	
   explain	
   is	
   that	
   social	
   safeguards	
   have	
  
continued	
   to	
   be	
   very	
   problematic,	
   even	
   with	
   the	
   immense	
   amount	
   of	
   attention	
   the	
   social	
  
risks	
   of	
   REDD	
   have	
   received	
   over	
   the	
   past	
   decade.	
   A	
   recent	
   study	
   from	
   Madagascar	
  
published	
   in	
   the	
   March	
   2016	
   edition	
   of	
   the	
   Journal	
   of	
   Environmental	
   Change	
   shows	
  
quantitatively	
   that	
   existing	
   social	
   safeguards	
   are	
   not	
   being	
   fulfilled	
   and	
  argues	
   that	
   those	
  
who	
  are	
  implementing	
  REDD	
  should	
  not	
  continue	
  with	
  “business	
  as	
  usual”	
  (Poudyal	
  2016).	
  
This	
   academic	
   article	
   is	
   but	
   one	
   more	
   example	
   of	
   peer	
   reviewed	
   scientific	
   evidence	
   that	
  
exposes	
  the	
  inherent	
  inadequacies	
  in	
  the	
  social	
  safeguards	
  of	
  REDD.	
  It	
  seems	
  absurd	
  that,	
  
since	
  California	
  does	
  not	
  have	
  the	
  same	
  expertise	
  as	
  the	
  UN	
  for	
  effective	
  implementation	
  of	
  
rural	
  development	
  projects,	
  that	
  there	
  is	
  an	
  assumption	
  that	
  California	
  can	
  perform	
  better	
  
with	
   a	
   challenging	
   international	
   development	
   dynamic	
   that	
   has	
   been	
   nothing	
   short	
   of	
  
permanent	
  trial	
  and	
  tribulation	
  for	
  the	
  UN.	
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It	
   is	
   for	
   this	
   reason	
   that	
   an	
   article	
   published	
   in	
   the	
   February	
   2016	
   edition	
   of	
   The	
  
International	
   Journal	
   of	
   Human	
   Rights	
   emphasizes	
   that	
   there	
   is	
   an	
   immediate	
   need	
   to	
  
provide	
   the	
   structure	
   for	
   a	
   community–based	
   human	
   rights	
   impact	
   assessment	
   of	
   REDD	
  
implementation,	
   including	
   legally	
   binding	
   mechanisms	
   for	
   the	
   filing	
   of	
   complaints	
   and	
  
effective	
   application	
   of	
   justice	
   in	
   the	
   case	
   of	
   violations	
   (Raftapoulos	
   2016).	
   The	
   article	
  
states	
   “in	
   the	
   context	
   of	
   the	
   climate	
   change	
   crisis,	
   formulating	
   a	
   specific	
   link	
   between	
  
human	
  rights	
  and	
  climate	
  change	
  mitigation	
  strategies	
  such	
  as	
  REDD+	
  is	
  highly	
  pertinent	
  if	
  
they	
  are	
  to	
  have	
  a	
  positive	
  impact	
  at	
  a	
  local	
  level.”	
  The	
  interest	
  in	
  linking	
  existing	
  human	
  
rights	
   protections	
   frameworks	
   with	
   climate	
   change	
   mitigation	
   strategies	
   is	
   based	
   on	
   the	
  
assessment	
   that	
   without	
   legally	
   binding	
   guarantees	
   any	
   paradigm	
   for	
   social	
   and	
  
environmental	
   safeguards	
   remains	
   little	
   more	
   than	
   magical	
   aspirational	
   thinking,	
  
especially	
  when	
  taken	
  into	
  consideration	
  with	
  a	
  realistic	
  and	
  fact	
  based	
  assessment	
  of	
  the	
  
realities	
  of	
  governance,	
  violations	
  of	
  human	
  rights,	
  and	
  abuse	
  of	
  power	
  in	
  many	
  if	
  not	
  all	
  of	
  
the	
  potential	
  partner	
  jurisdictions	
  suggested	
  for	
  possible	
  linkage	
  with	
  California	
  Cap-‐and-‐
Trade.	
  
	
  
We	
   contend	
   that	
   it	
   is	
   not	
   within	
   the	
   realm	
   of	
   expertise	
   of	
   the	
   California	
   Air	
   Resources	
  
Board	
  to	
  attempt	
  to	
  “fine-‐tune”	
  social	
  safeguards	
  structures	
  developed	
  by	
  other	
  institutions	
  
to	
  attempt	
   to	
  ameliorate	
   the	
   negative	
   impacts	
   of	
   REDD	
   implementation	
  in	
   hopes	
   that	
   what	
  
California	
  aspires	
  to	
  establish	
  in	
  terms	
  of	
  social	
  and	
  environmental	
  safeguards	
  can	
  be	
  more	
  
effective	
   than	
   those	
   efforts	
   of	
   institutions	
   such	
   as	
   the	
   World	
   Bank	
   or	
   the	
   United	
   Nations.	
  
The	
   State	
   of	
   California	
   does	
   not	
   have	
   a	
   corps	
   of	
   staff	
   that	
   is	
   working	
   on	
   international	
  
development	
   issues,	
   nor	
   does	
   California	
   have	
   a	
   diplomatic	
   corps	
   or	
   a	
   ministry	
   of	
   foreign	
  
affairs	
   that	
   would	
   be	
   capable	
   of	
   responding	
   in	
   real	
   time	
   to	
   the	
   multitude	
   of	
   challenges,	
  
including	
   investigating	
   and	
   prosecuting	
   egregious	
   rights	
   violations,	
   that	
   may	
   arise	
   during	
  
the	
  implementation	
  of	
  programs	
  of	
  this	
  nature.	
  	
  
	
  
In	
  frank	
  language,	
  California	
  Air	
  Resources	
  Board	
  staff	
  appear	
  to	
  want	
  to	
  wash	
  the	
  state’s	
  
hands	
  of	
  future	
  liability	
  for	
  rights	
  violations	
  by	
  retreating	
  from	
  project	
  implementation	
  to	
  a	
  
“sub-‐national	
   jurisdictional	
   linkage”	
   scheme	
   that	
   will	
   provide	
   a	
   layer	
   of	
   plausible	
  
deniability	
   insurance	
   to	
   the	
   state	
   when	
   human	
   rights	
   and	
   social	
   safeguards	
   violations	
  
inevitably	
  occur	
  in	
  partner	
  jurisdictions.	
  With	
  no	
  bottom	
  line	
  accountability	
  and	
  no	
  legally	
  
binding	
  means	
  by	
  which	
  to	
  resolve	
  grievances	
  and	
  investigate	
  possible	
  abuses,	
  there	
  is	
  no	
  
guarantee	
  that	
  any	
  social	
  safeguards	
  framework	
  developed	
  for	
  a	
  California	
  REDD	
  scheme	
  
will	
   be	
   anything	
   more	
   than	
   aspirational.	
   It	
   is	
   pure	
   hubris	
   that	
   the	
   State	
   of	
   California	
  
believes	
   that	
   it	
   can	
   do	
   better	
   than	
   the	
   United	
   Nations	
   and	
   other	
   global	
   institutions	
   at	
  
providing	
   protections	
   to	
   affected	
   communities	
   in	
   tropical	
   forest	
   regions,	
   especially	
   when	
  
the	
   traumatic	
   and	
   desperate	
   conditions	
   of	
   inadequate	
   governance	
   and	
   human	
   rights	
  
protections	
   on	
   the	
   ground	
   in	
   potential	
   partner	
   jurisdictions	
   continue	
   to	
   be	
   overlooked,	
  
downplayed,	
  and	
  diminished	
  by	
  CARB	
  staff.	
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Misuse	
  of	
  Cap-‐and-‐Trade	
  As	
  An	
  Environmental	
  Management	
  Tool	
  
	
  
What	
   has	
   also	
   been	
   discouraging	
   when	
   tracking	
   CARB	
   staff	
   discussion	
   of	
   the	
   potential	
  
development	
   of	
   an	
   International	
   Sector-‐based	
   Offset	
   Program	
   is	
   the	
   perversion	
   of	
   the	
  
original	
   philosophy	
   behind	
   the	
   utilization	
   of	
   Cap-‐and-‐Trade	
   as	
   a	
   tool	
   for	
   pollution	
  
management.	
  There	
  is	
  a	
  strange	
  and	
  incoherent	
  focus	
  on	
  cost	
  containment	
  as	
  a	
  justification	
  
for	
   the	
   development	
   of	
   a	
   REDD	
   program	
   that	
   will	
   facilitate	
   the	
   provision	
   of	
   more	
   offset	
  
credits	
   for	
   the	
   California	
   carbon	
   market.	
   This	
   is	
   a	
   question	
   of	
   simple	
   supply	
   and	
   demand	
   in	
  
which,	
  ostensibly,	
  by	
  providing	
  more	
  units	
  (offsets)	
  to	
  the	
  market	
  that	
  supply	
  will	
  keep	
  up	
  
with	
   demand	
   and	
   that	
   the	
   unit	
   cost	
   of	
   the	
   offset	
   will	
   be	
   contained.	
   Yet,	
   this	
   is	
   totally	
  
contrary	
  to	
  the	
  purported	
  manner	
  by	
  which	
  a	
  market-‐based	
  pollution	
  control	
  mechanism	
  is	
  
meant	
   to	
   operate.	
   The	
   basic	
   premise	
   of	
   the	
   utilization	
   of	
   a	
   cap-‐and-‐trade	
   device	
   for	
  
pollution	
  control	
  is	
  based	
  upon	
  the	
  concept	
  that	
  as	
  the	
  cost	
  of	
  the	
  pollution	
  permit	
  rises	
  in	
  
price	
   the	
   polluter	
   will	
   find	
   that	
   it	
   is	
   more	
   economical	
   to	
   reduce	
   pollution	
   at	
   the	
   source	
  
instead	
  of	
  purchasing	
  allowances	
  or	
  offsets	
  on	
  the	
  market.	
  	
  
	
  
The	
  push	
  to	
  create	
  more	
  offsets	
  for	
  the	
  California	
  carbon	
  market	
  through	
  the	
  establishment	
  
of	
  an	
  International	
  Forest	
  offsets	
  program	
  has	
  been	
  described	
  in	
  many	
  instances	
  by	
  CARB	
  
staff	
  as	
  an	
  effort	
  to	
  control	
  costs	
  –	
  which	
  hints	
  not	
  at	
  the	
  market	
  being	
  allowed	
  to	
  do	
  what	
  
the	
  market	
  should	
  do	
  (make	
  pollution	
  reduction	
  at	
  the	
  source	
  cheaper	
  than	
  the	
  purchase	
  of	
  
offset	
   credits)	
   but	
   more	
   at	
   a	
   manipulation	
   of	
   the	
   market	
   that	
   will	
   facilitate	
   a	
   polluter	
   in	
  
California	
   being	
   able	
   to	
   cheaply	
   “offset”	
   their	
   ongoing	
   industrial	
   pollution	
   as	
   opposed	
   to	
  
actually	
  reducing	
  the	
  pollution	
  at	
  the	
  source.	
  This	
  market	
  manipulation	
  promoted	
  by	
  CARB	
  
staff	
  combined	
  with	
  the	
  scientifically	
  indefensible	
  promotion	
  of	
  offsets	
  as	
  a	
  climate	
  change	
  
mitigation	
  policy	
  completely	
  undermines	
  what	
  are	
  the	
  commonly	
  understood	
  principles	
  of	
  
the	
  utilization	
  of	
  a	
  cap-‐and-‐trade	
  scheme	
  as	
  an	
  environmental	
  management	
  and	
  pollution	
  
reduction	
   tool.	
   This	
   predisposal	
   to	
   allow	
   for	
   manipulation	
   of	
   supply	
   of	
   credits	
   on	
   the	
  
carbon	
   market	
   in	
   California	
   runs	
   contrary	
   to	
   the	
   stated	
   purpose	
   of	
   the	
   market-‐based	
  
compliance	
  mechanism	
  in	
  AB	
  32.	
  	
  
	
  
We	
  find	
  it	
  of	
  grave	
  concern	
  that	
  for	
  all	
  intents	
  and	
  purposes	
  CARB	
  staff	
  seem	
  to	
  be	
  more	
  
interested	
   in	
   protecting	
   the	
   financial	
   wellbeing	
   of	
   the	
   companies	
   that	
   are	
   relying	
   on	
   offsets	
  
to	
   ostensibly	
   comply	
   with	
   regulations	
   as	
   opposed	
   to	
   letting	
   a	
   finite	
   and	
   supply-‐constrained	
  
market	
   do	
   the	
   work	
   that	
   the	
   market	
   should	
   do,	
   allowing	
   the	
   price	
   of	
   credits	
   to	
   rise,	
   and	
  
through	
  market	
  forces	
  compel	
  a	
  polluting	
  entity	
  to	
  do	
  what	
  California	
  residents	
  and	
  global	
  
citizens	
   most	
   need	
   California	
   polluters	
   to	
   do:	
   to	
   achieve	
   real,	
   quantifiable,	
   additional	
   and	
  
permanent	
  emissions	
  reductions	
  at	
  the	
  source.	
  
	
  
Hope	
  is	
  Not	
  a	
  Risk	
  Management	
  Tool	
  
	
  
In	
  numerous	
  instances	
  we	
  have	
  heard	
  CARB	
  staff	
  and	
  other	
  agency	
  officials	
  state	
  that	
  they	
  
would	
  like	
  to	
  see	
  California	
  put	
  a	
  “stamp	
  of	
  approval”	
  on	
  a	
  methodology	
  that	
  they	
  “hope”	
  
will	
  not	
  result	
  in	
  human	
  rights	
  violations	
  and	
  that	
  they	
  “hope”	
  will	
  achieve	
  climate	
  change	
  
mitigation	
  objectives.	
  Hope,	
  however,	
  is	
  not	
  a	
  viable	
  risk	
  management	
  tool.	
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Perhaps	
  a	
  mountain	
  climbing	
  metaphor	
  will	
  work	
  to	
  communicate	
  the	
  inadequacy	
  of	
  hope	
  
as	
  a	
  risk	
  management	
  tool.	
  In	
  the	
  mountains	
  a	
  guide	
  takes	
  full	
  responsibility	
  for	
  the	
  safety	
  
and	
   well	
   being	
   of	
   their	
   group.	
   This	
   includes	
   assessing	
   the	
   risks,	
   and	
   taking	
   the	
   appropriate	
  
steps	
  to	
  manage	
  that	
  risk	
  and	
  protect	
  against	
  the	
  consequences	
  of	
  said	
  risk.	
  For	
  a	
  mountain	
  
guide	
   it	
   is	
   understood	
   that	
   if	
   the	
   guides	
   find	
   themselves	
   in	
   a	
   situation	
   where	
   they	
   are	
  
“hoping”	
  that	
  a	
  client	
  does	
  not	
  “fall”	
   -‐-‐	
  because	
  the	
  consequences	
  of	
  the	
  fall	
  will	
  be	
  grave	
  -‐-‐	
  
then	
  the	
  guides	
  have	
  failed	
  in	
  their	
  job.	
  There	
  are	
  means	
  by	
  which	
  the	
  consequences	
  of	
  a	
  
fall	
   can	
   be	
   fully	
   mitigated	
   or	
   avoided;	
   this	
   is	
   why	
   rope	
   and	
   safety	
   systems	
   for	
   mountain	
  
climbing	
   have	
   been	
   developed,	
   and	
   why	
   information	
   is	
   constantly	
   gathered	
   by	
   the	
  
mountain	
   traveler	
   to	
   assist	
   in	
   reading	
   and	
   assessing	
   the	
   dangers	
   of	
   terrain,	
   route,	
   and	
  
weather.	
  	
  
	
  
When	
   information	
   regarding	
   risk	
   is	
   ignored	
   or	
   inadequately	
   processed,	
   and	
   the	
   guide	
   ends	
  
up	
   “hoping”	
   that	
   a	
   fall	
   does	
   not	
   take	
   place	
   in	
   conditions	
   that	
   are	
   dangerous	
   and	
  
inappropriate	
   for	
   travel,	
   the	
   result	
   can	
   be	
   accidents,	
   injury,	
   and	
   even	
   death.	
   This	
   is	
   a	
  
metaphorical	
  means	
  of	
  describing	
  not	
  only	
  what	
  the	
  responsibilities	
  are	
  of	
  CARB	
  staff	
  for	
  
guiding	
  California	
  residents	
  through	
  this	
  process,	
  in	
  terms	
  of	
  CARB	
  being	
  the	
  guide	
  who	
  has	
  
bottom	
   line	
   responsibility	
   for	
   managing	
   risk,	
   but	
   also	
   of	
   discussing	
   the	
   manner	
   in	
   which	
  
CARB	
   staff	
   have	
   been	
   fully	
   ignoring	
   the	
   signs	
   of	
   weather,	
   terrain,	
   route,	
   and	
   the	
   human	
  
interactions	
  that	
  provide	
  evidence	
  that	
  the	
  risk	
  of	
  an	
  accident	
  is	
  high.	
   There	
  are	
  numerous	
  
instances	
  in	
  mountain	
  climbing	
  when	
  the	
  best	
  technique	
  for	
  managing	
  risk	
  is	
  to	
  abandon	
  
the	
  push	
  to	
  the	
  summit.	
  It	
  is	
  in	
  this	
  context	
  that	
  when	
  CARB	
  staff	
  and	
  other	
  California	
  REDD	
  
proponents	
   speak	
   of	
   their	
   “hopes”	
   that	
   a	
   viable	
   framework	
   for	
   the	
   International	
   Sector-‐
based	
  Offsets	
  can	
  be	
  designed	
  because	
  it	
  is	
  “hoped”	
  that	
  the	
  worst	
  social	
  impacts	
  from	
  past	
  
REDD	
  implementation	
  can	
  be	
  avoided	
  during	
  the	
  development	
  of	
  a	
  California	
  REDD-‐based	
  
offsets	
  program,	
  we	
  can	
  say	
  that	
  CARB	
  staff	
  are	
  failing	
  to	
  fully	
  manage	
  the	
  risks	
  inherent	
  in	
  
such	
  a	
  program.	
  	
  
	
  
There	
   is	
   also	
   an	
   ethical	
   question,	
   in	
   that	
   the	
   consequences	
   of	
   risk	
   management	
   mistakes	
  
will	
   be	
   born	
   by	
   the	
   poorest	
   and	
   most	
   vulnerable,	
   that	
   being	
   those	
   affected	
   communities	
   on	
  
the	
  ground,	
  as	
  opposed	
  to	
  say,	
  CARB	
  staff	
  or	
  REDD	
  proponents	
  in	
  California.	
  It	
  is	
  ethically	
  
questionable	
   to	
   decide	
   that	
   certain	
   risks	
   are	
   worth	
   running	
   if	
   it	
   is	
   other	
   people	
   who	
   will	
  
pay	
  the	
  price	
  for	
  the	
  inadvertent	
  outcomes	
  of	
  failed	
  risk	
  management.	
  As	
  such,	
  we	
  fear	
  that	
  
the	
  probability	
  of	
  inadvertent	
  harms	
  is	
  much	
  higher	
  than	
  CARB	
  staff	
  will	
  acknowledge,	
  and	
  
that	
   in	
   resorting	
   to	
   “hopes”	
   that	
   the	
   program	
   can	
   be	
   made	
   to	
   function	
   successfully	
   that	
  
CARB	
  staff	
  are	
  fully	
  mismanaging	
  the	
  risk	
  of	
  their	
  proposed	
  program.	
  Let	
  us	
  be	
  absolutely	
  
clear:	
   violations	
   of	
   rights,	
   cultural	
   tragedies,	
   and	
   environmental	
   reversals	
   are	
   an	
   assured	
  
outcome	
  when	
  risk	
  management	
  is	
  based	
  upon	
  “hope.”	
  
	
  
Conclusion	
  
	
  
Our	
   conclusion	
   is	
   that	
   after	
   many	
   years	
   of	
   receiving	
   quality	
   peer-‐reviewed	
   and	
  
academically	
   rigorous	
   information	
   describing	
   the	
   inadequacies	
   and	
   dangers	
   of	
   carbon-‐
centric	
   forest	
   management	
   schemes	
   financed	
   by	
   offsets	
   and	
   based	
   on	
   the	
   REDD	
  
methodology,	
  CARB	
  staff	
  continue	
  to	
  dismiss	
  and	
  ignore	
  the	
  signals	
  of	
  exceptional	
  risk	
  that	
  
are	
   associated	
   with	
   the	
   proposal	
   to	
   expand	
   California	
   Cap-‐and-‐Trade	
   with	
   International	
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Sector-‐based	
   Offsets.	
   This	
   risky	
   proposal	
   is	
   further	
   undermined	
   by	
   the	
   erroneous	
  
assumptions	
   regarding	
   the	
   effectiveness	
   of	
   offsets	
   in	
   assisting	
   in	
   averting	
   the	
   worst	
  
potential	
   impacts	
   of	
   human-‐induced	
   climate	
   change.	
   As	
   such,	
   we	
   state	
   again	
   that	
   it	
   is	
   the	
  
position	
  of	
  our	
  organization	
  that	
  it	
  is	
  in	
  the	
  best	
  interest	
  of	
  California	
  and	
  the	
  residents	
  of	
  
our	
   state,	
   and	
   of	
   the	
   citizens	
   of	
   the	
   world	
   that	
   continue	
   to	
   be	
   negatively	
   affected	
   by	
   the	
  
global	
   climate	
   impacts	
   of	
   our	
   polluting	
   industry,	
   that	
   the	
   California	
   Air	
   Resources	
   Board	
  
abandon	
  the	
  proposal	
  to	
  include	
  International	
  Forest	
  Offsets	
  in	
  the	
  California	
  market-‐based	
  
compliance	
   mechanism,	
   and	
   focus	
   scarce	
   and	
   valuable	
   public	
   resources	
   on	
   pursuing	
   the	
  
development	
   of	
   policy	
   that	
   will	
   actually	
   result	
   in	
   real,	
   quantifiable,	
   verifiable,	
   additional,	
  
and	
  permanent	
  emissions	
  reductions	
  here	
  at	
  home.	
  There	
  is	
  no	
  more	
  time	
  to	
  waste.	
  
	
  
	
  
Respectfully,	
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May 13, 2016
California Air Resources Board
1001 I Street
Sacramento, CA 95814
RE: The Potential for Including International, Sector-based Offset Credits in the Cap-andTrade Program
Dear Members of the California Air Resources Board:
On behalf of Food & Water Watch and our over 170,000 supporters in California, I write to
express our organization’s strong opposition to the California Air Resources Board’s (ARB)
continuing consideration of international, sector-based offset credits in the state’s current Capand-Trade Program. Pollution offsets, whether in the domestic or international setting, exist
simply as an irresponsible avoidance mechanism for California’s carbon-emitting industries to
continue with business as usual while our elected officials and regulators lack the will to
implement real, tangible reduction standards.
As detailed below, California’s domestic carbon offset program is a broken and ineffective
approach to climate change that entails brokers scouring the country for possible offset suppliers,
regardless of whether those offset sources are additional or result in any net decrease in carbon
emissions. Now, the ARB seeks to take that troubling approach overseas with its sector-based
offsets from jurisdictional reducing emissions from deforestation and degradation (REDD)
programs. Demanding that economically struggling nations curtail their own development and
take other steps to “offset” California’s carbon polluters, enabling them to continue to poison our
atmosphere and planet is not only irresponsible and ill-fated, but racist toward both forestdependent communities abroad as well as people who live near greenhouse gas emitting
industrial facilities in California. If the ARB is truly committed to reducing greenhouse gas
(GHG) emissions, as we can only hope it is, it should be holding state industries responsible, not
searching other nations for ways to enable those industries to continue polluting in California.
In its March 18, 2016 Technical Paper, the ARB claims to be contemplating international offsets
with the application of the “same kind of rigorous quantification methodology as utilized in
California’s domestic offset program.” The ARB’s goal of matching its domestic offset “rigor”
on an international scale is deeply troubling to Food & Water Watch. As only one example of the
ARB’s deficiencies in its domestic offsets approach, the agency regularly fails to adhere to state
regulations that any offset reduction must be “additional” to current emissions. The ARB even
took affirmative steps to undermine its own “additional” requirement when it enacted a policy to
allow for offsets to be generated from existing GHG reductions going back as far as 2005.
In addition to this overall deficiency, the ARB ignores this additionality mandate on individual
offset approvals. For example, one of the offset sources listed by the ARB on its website is the
Pungo River Forest Conservation Project in North Carolina. That project was registered as an
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offset provider in June of 2012 and, according to its last offset verification report, generated
15,733 tons of GHG offset allowances in 2014. That means that this forest in North Carolina is
being used by industries in California as cover to emit nearly 16,000 tons of GHGs. However,
the owners of the Pungo River Forest area had the forest declared a permanent conservation zone
back in 2003 — it should never be the source of offset credits as it was already being
permanently conserved long before California instituted its offset program. Industry’s ability to
use those offsets means a possible net increase of almost 16,000 tons of GHGs in 2014 alone.
This forestry project is just one example of offsets being misused by California industries. A
recent article showcases a Pennsylvania factory farm that installed a methane digester on the
30,000-hog facility in 2011 to generate electricity for its own use. The project was funded, in
large part, by a USDA grant and generates enough electricity to run the entire facility, saving the
operation about $70,000 per year. The fact that this operation installed a methane digester and
had it up and running didn’t stop California polluters from seeking it out as yet another source of
offsets to allow them to keep emitting GHGs. Now this factory farm that installed a digester
using a big chunk of taxpayer money in order to save itself electricity costs is also getting around
3,000 tons of GHG emission offset allowances per year, at about $10 a ton. What about
additionality? Even without offsets, the owner of the farm has gone on record as saying he would
have installed the digester anyway because of his own energy savings.
If the domestic offset program is any indication of the “rigor” that is to be attached to the
international sector, the ARB is, in effect, dooming our planet to the irreversible, destructive
impacts of catastrophic climate change.
Claims that additional sector-based offsets are needed because of possible offset shortages
remain perplexing. The goal of climate change regulation is to lower GHG emissions, not ensure
that California’s industries get to continue to discharge at current levels. The ARB’s response to
an alleged unavailability of offsets should not be to scramble to invent more questionable offset
sources, but to force industry to comply with GHG emission goals without the use of offsets.
The ARB’s claim of an offset deficiency is also unfounded in light of the significant allowance
oversupply in the California cap-and-trade market and the fact that a majority of polluters
covered under the market are also currently awarded a large percentage of their allowances for
free. Therefore, any interest in developing further offset projects is not based on need, but rather
on a desire to offer polluters a cheaper compliance mechanism.
The ARB’s desperate search for additional offsets in the international forest market and in
REDD initiatives is recognized as a fundamental misstep even by other carbon market adherents.
Markets like the European Union Emissions Trading System (EU ETS) and the Clean
Development Mechanism (CDM) do not accept REDD offsets, and the United Nations REDD
program (UN-REDD) has even admitted to potential failings of REDD offsets. These include the
likelihood of depriving indigenous and forest communities of their lands, marginalizing these
communities, undoing significant progress in sustainable forest management practices and, most

Comment Overview
	
  

2	
  

	
  
Navigate to Table of Contents

importantly, creating opportunities for REDD programs to “lock-up forests by decoupling
conservation from development.”1
As	
  is	
  the	
  case	
  with	
  California’s	
  domestic	
  offsets,	
  it	
  is	
  clear	
  that	
  offsets generated from REDD
projects cannot meet even the basic technical requirements like additionality and permanence.
Such offsets would also adversely affect indigenous and rural populations by fueling land rights
disputes and dispossession, while promoting the historic abuse of developing countries as
outsourcing centers for the excess of developed countries.
Additionality and Permanence
Issues of additionality arise when considering the REDD program under development in Acre,
Brazil, which is currently held up as the most prepared project for formal inclusion in the
California market (slated for the third compliance period). If California still abides by its
prescribed, regulatory definition of additionality2, then it needs to account for the irreconcilable
fact that the Acre program cannot possibly be “additional.” Brazil has had forest conservation
laws on the books since 1965, Acre has had extractive reserves since the early 1990s and
statewide deforestation reduction targets since the 2000s (before REDD was even conceived in
2005), and various other protections for preventing deforestation (and subsequent carbon dioxide
emissions) have existed in Brazil prior to the existence of REDD. The Acre REDD program fails
outright to meet the requirement for additionality.
The proposed REDD offset framework also fails to meet California’s prescribed, regulatory
definition of permanence.3 First, the regulatory definition contradicts and invalidates itself by
prohibiting and then allowing for offset reversals, remedying this by saying that so long as
mechanisms to address reversals are in place, it’s OK. Reversals are a certainty with any kind of
forestry mechanism since trees die, can be damaged by natural events, burned in wildfires, clear
cut, or otherwise compromised in many other ways.
Second, the proposed “mechanisms” to be used in cases of offset invalidation introduce
significant liability and risk, which is ironic given that these mechanisms are meant to mitigate
risk. The proposed insurance buffer, if executed, would increase the overall level of emissions
allowed into the atmosphere, representing more than just a reversal but a step backwards in
emission reductions. Third, the proposal to subsume risk from offset reversal into the
	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  

1

Gilbertson, Tamra and Oscar Reyes. Dag Hammarskjöld Foundation. “Carbon Trading: How it works
and why it fails.” Critical Currents, no. 7. November 2009 at 60.
2
The Cap-and-Trade regulation states that, in the context of offset credits, ‘additional’ means greenhouse
gas emission reductions or removals that exceed any greenhouse gas reduction or removals otherwise
required by law, regulation or legally binding mandate, and that exceed any greenhouse gas reductions or
removals that would otherwise occur in a conservative business-as-usual scenario.
3
‘Permanent’ means, in the context of offset projects, either that GHG reductions and GHG removal
enhancements are not reversible, or when GHG reductions and GHG removal enhancements may be
reversible, that mechanisms are in place to replace any reversed GHG emission reductions and GHG
removal enhancements to ensure that all credited reductions endure for at least 100 years.
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jurisdictional baseline is not a “solution” but rather a distorting and fraudulent manipulation of a
very important measurement tool.
Moreover, the developing countries where REDD programs take place often do not have access
to the necessary resources to implement, monitor and enforce such offsets.4 Establishing a
baseline is a formidable challenge, and verification issues also arise due to the fact that each
country has different legal frameworks. 5 The measurement techniques are complex and cost
prohibitive, documentation of emissions or avoided emissions can be inadequate and it is
difficult to establish whether project developers have legal ownership of the land in use.6
Linking and Volatility
Further technical problems emerge from the requirement that these REDD programs would have
to link with the California cap-and-trade market — the same way that California has linked with
Quebec’s market — in order to incorporate the resulting offset credits.7 While proponents of
linking markets claim benefits like market liquidity, increased efficiency and cost-effectiveness,
these are empty claims. Linking can often introduce more risk since some markets are more
volatile and unstable (REDD programs have consistently been controversial and fraught with
abuse, fraud and corruption — sure signs of instability), not to mention that linking itself creates
indirect offsets and subsequent emissions hot spots.
In addition, the price of credits can be different in each market, and until those prices equalize
polluters will seek out the cheapest offset credits. As a result, a polluter in California will first
purchase cheaper offsets from a jurisdictional REDD program before they purchase more
expensive offset credits from, say, Arkansas. This means that pollution continues at the source in
California and reductions will allegedly happen in another country where a jurisdiction is
participating in a REDD offset program.
Linking markets and using offsets from REDD programs in developing countries also
perpetuates the outsourcing of developed country excess and continued extraction of resources
from developing countries. REDD offset programs may seek to conserve forests, but in reality
they support the extraction of GHG emission reductions for cheap consumption by developed
countries. REDD offsets allow polluters to pay lower prices for the reductions they do not want
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Sheikh, Pervaze A. and Ross W. Gorte. Congressional Research Service. “International Forestry Issues
in Climate Change Bills: Comparison of Provisions of S.1733 and H.R.2454.” (R40990). December 22,
2009 at 15.
5
Ibid. at 7 to 8; U.S. Government Accountability Office (GAO). “Climate Change Issues: Options for
Addressing Challenges to Carbon Offset Quality.” (GAO-11-345). February 2011 at 15.
6
U.S. GAO. 2011 at 15.
7
Under California Government Code section 12894, this type of approval would constitute a “linking” of
California’s Cap-and-Trade Program with the jurisdictional REDD program. Linking means an action
taken by ARB by which emission reductions from another jurisdiction will be accepted as compliance
instruments in California’s Cap-and-Trade Program. Linking two subnational jurisdictions’ climate
policies would follow the precedent of California linking with Quebec’s program, which took place in
2013.
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to make in country. It is a continuance of neocolonialism, globalization and entitlement. REDD
offsets cannot provide social benefits when they fundamentally support and entrench decades-old
inequality.
Impacts on Indigenous and Rural Populations
Still worse, the proposed “social safeguards” for REDD offsets suggest “tying emission
reductions to land rights” to ensure that “those who have legal or customary title to the land
where emission reductions take place receive the benefits of the sector-based REDD offset
credits.” However, historically, indigenous and rural communities, especially those in Brazil,
have been denied land rights despite having occupied the forest lands in question for generations
upon generations — corrupt governments have instead favored the interests of wealthy land
owners, industrial agriculture and those that can afford to buy up expansive tracts of land for
cattle grazing, timber extraction, mining or monocultures of soy and sugar cane.
Members of these communities have been threatened, assaulted and murdered for fighting to
maintain their land tenure. Unless REDD offset programs will simultaneously resolve the
incredibly divisive and longstanding crisis of land tenure rights, equitably assign these rights and
ensure that these communities maintain their access to forest lands, then REDD offsets will only
further privatize, dispossess and marginalize these communities, not benefit them. The REDD
“safeguards” also neglect the fact that the structure of these mechanisms perpetuate further
exclusion of indigenous and rural communities from their lands, preventing them from reaping
any of the previously mentioned “benefits” — that is not a social safeguard, it is a human rights
violation.
Examples of the abuses resulting from REDD continue to surface. In October 2013, The Atlantic
featured an extensive exposé on REDD and carbon markets. It told the deplorable tale of an
offset developer who defrauded indigenous communities in the Amazon after conning them into
signing over their forest rights for REDD offsets. The contracts for the forest rights ran for 200
years and the developer planned to harvest the timber and plant palm oil after the 25-year carbon
plan in the contract ran out. In 2014, the Oakland Institute released the report “The darker side of
green: Plantation forestry and carbon violence in Uganda,” which documents similar abuses from
REDD and CDM projects both in Uganda and also in several other countries around the world.8
Indigenous groups continue to speak out against California’s plans to include offsets from REDD
programs. In October 2012, several indigenous groups traveled to California to testify against
REDD offsets and urged Governor Brown not to allow their use. These same indigenous groups
have also sent several letters to the California Air Resources Board urging them not to allow
REDD forest offsets. And The Sacramento Bee featured an article by Jeff Conant of Friends of
the Earth condemning California for considering REDD offsets as part of its cap-and-trade
market.
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Lyons, Kristen, Dr. Carol Richards and Dr. Peter Westoby. The Oakland Institute. “The darker side of
green: Plantation forestry and carbon violence in Uganda.” November 2014.
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More recently, Fyneface Dumnamene Fyneface traveled from Kabangha Community in Nigeria
to participate in a April 28, 2016 hearing during which he warned ARB staff against including
REDD offsets in the state’s cap-and-trade program. Mr. Fyneface’s recommendation was based
on research he conducted on how REDD has affected forest-dependent communities in Nigeria’s
Cross River State, where a task force now enforces a moratorium an indigenous forest practices
in order to implement REDD. According a report co-authored by Mr. Fyneface for the Nigerian
NGO SocialAction:
…[T]he task force has been harassing community members that have depended on the
forest for generations. Movement and trade of products deemed to have been derived
from the forest are confiscated… the task force routinely seizes agricultural products like
kola nuts and fruits meant for the market on account that they are derived from forests
earmarked for REDD+. The harvesting of Afang leaves, a local vegetable … is now
banned in affected forests. The hunting for bush meat, a main source of protein in the
communities, as well as the tapping of palm wine … have been stopped.
The implications of the activities of the task force have been devastating to the economies
of communities.9
When Mr. Fyneface outlined his concerns at the April 28 hearing, ARB staff replied by saying
they hoped the Cross River State REDD program would come into compliance with the draft
“safeguards” for California’s REDD offset program so that the state’s cap-and-trade program
might link with the Cross River program. This response by ARB staff is troubling because the
ARB has neither the capacity to monitor international programs to ensure compliance with
safeguards, nor the jurisdiction to enforce such safeguards on any international program partner.
Thus, linking with any international REDD program places California in the dangerous position
of being a party to the undermining of indigenous forest economies and the displacement of the
communities that rely on them.
Impacts on California Communities
Enabling industrial polluters to pay to emit greenhouse gases in California communities in
exchange for purchasing an offset credit elsewhere exacerbates the ongoing negative health
impacts borne by those — overwhelmingly those with low incomes and people of color — who
live near facilities that emit greenhouse gases. For this reason, the ARB’s Environmental Justice
Advisory Committee (EJAC) has explicitly urged the state to protect Californians by abandoning
its consideration of including REDD offsets in California’s cap-and-trade program.10
While protecting the world’s tropical forests is an important priority for mitigating climate
change, it is not the primary responsibility of the ARB to implement such programs. Rather, it is
incumbent on ARB to enforce emission reductions in California in order to both achieve the
	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  

9

Henshaw, Ken and Fyneface, Fyneface D. SocialAction. “Seeing REDD: Communities, Forests and
Carbon Trading in Nigeria.
10
California Air Resources Board Environmental Justice Advisory Committee. “Comments on the
Proposed AB 32 Scoping Plan.” April 11, 2014.
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State’s greenhouse gas emission targets and to protect the health and wellbeing of all
Californians — especially members of the most over-burdened communities. Any offset program
— international or domestic — is a misuse of state staff time and financial resources and a
dangerous distraction from achieving necessary source-by-source emission reductions.
These concerns and many others are enumerated in comments submitted on this proposal on May
13, 2016 by a range of environmental justice leaders including California Environmental Justice
Coalition and Communities for a Better Environment. Food & Water Watch agrees with the
content of those comments and we incorporate them into this letter.
Reporting and Verification
The Air Board’s Technical Paper also indicates that any offset program must require the use of
“stringent measurement, monitoring, reporting and verification systems.” Such rhetorical
aspiration may sound good on paper, but the fact is that the ARB cannot even properly monitor
and verify claimed domestic offsets, much less those that may (or may not) be generated
internationally.
In the domestic realm, the ARB out-sources its monitoring and verification system to financially
interested third parties who profit from the generation and sale of offsets. To say this kind of
verification system is rife for fraud and abuse is a significant understatement. The danger of the
ARB’s faulty reliance on third parties when offsets are generated in North Carolina or
Pennsylvania is dramatically magnified when those verification processes take place on the
international scale. The Air Board itself seems to understand the impossibility of reliable
monitoring and verification in REDD offset source jurisdictions when it states that it “might not
define specifically how jurisdictions should conduct monitoring, reporting and verification
activities,” instead moving to an “acceptable error range” approach. Such acknowledgement
underscores just how arbitrary and unreliable any REDD-generated offset will be. It also, again,
underscores that ARB’s consideration of REDD is not driven by any sincere desire to reduce
GHG emissions and remedy climate change, but instead is a transparent quest to create offsets
for the convenience of the state’s own industries, at any cost to the environment and
communities.
The environment, the public and especially indigenous and rural communities lose when it
comes to REDD offsets. Polluters cannot be allowed to buy their way out of trashing our planet
and simultaneously violating the rights of others all for the sake of their bottom line. REDD
offsets put profits over people, and we at Food & Water Watch along with our over 170,000
supporters in California, demand that the California Air Resources Board does not allow REDD
offsets in any capacity. Our forests, water and air are owned by no one and shared by everyone.
Sincerely,
Elizabeth Nussbaumer
Senior Researcher

Sandra Lupien
Senior Strategist
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First Name: Pamela Tau
Last Name: Lee
Email Address: ptlee14@gmail.com
Phone Number: 415-752-4198
Affiliation: Just Transition Allicance
Subject: ARB proposal to include international sector-based offsets in cap and trade
Comment:
Chair Mary Nichols
California Air Resources Board
1001 1 Street
Sacramento, CA
Governor Brown
c/o State Capital, Suite 1173
Sacramento, CA 95814
Re: ARB proposal to include international sector-based offsets in
cap and trade
Chair Mary Nichols and Governor Brown:
I have worked and volunteered locally and internationally on issues
of environment for nearly 3 decades. In 1990 I was a part of
crafting the Principles of Environmental Justice and the coming
together of voices and presence of communities impacted by
environmental injustice. Key to my commitment is addressing
environmental racism, i.e. Racism in the way communities of color,
poor, elderly and indigenous people are exposed to emissions from
greenhouse gas emitting facilities; racism in the way environmental
policies perpetuates disparate exposures through exclusion from
protection and unequal methods with regard to enforcement of
environmental regulations.
I am submitting this letter to express my opposition to your
proposal to include international offsets as part of California’s
cap and trade program. The climate crises is urgent and life
threatening. The crises at hand requires critical thinking and
action. Critical thinking that is inclusive and addresses
sustainability and responsible development in a way that
significantly moves the needle toward halting global warming. I
find it disturbing how industry and climate deniers are able to
have so much influence on how climate policies are crafted. I’m
disturbed by how maintaining corporate profits takes precedent over
human health. Finally, I am disturbed that the voices of those
directly impacted are excluded in this process.
I appeal to you to not pursue an international offset program. The
details of why are spelled out clearly in a letter signed by
organizations that include the Indigenous Environmental Network,
the No REDD in Africa, the California Environmental Justice
Alliance, the Just Transition Alliance to name a few. Instead of
spending time, energy and tax dollars on a program that satisfies
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profit margins for industry; I along with millions living on the
front lines of the climate crises seek a shift toward policies and
action that mandate emission caps for industry. We seek action and
policies from you that ultimately reduces our reliance on fossil
fuels, coal and gas. Scientific studies have found that current
governmental policies including the COP 21 Agreements are not
sufficient to keep global warming to below 1.5 degrees; this
includes policies such as cap and trade.
Crafting protocols to “fix” international cap and trade negative
practices is flawed, unrealistic and environmentally racist.
Garnering the political will to mandate caps and striving toward a
future where reliance on fossil fuels, coal, and gas is reduced
will be challenging, but is ultimately what needs to be done. Take
the political leadership necessary to meaningfully and
significantly halt the warming.
Signed,
Pamela Tau Lee
San Francisco, California
*Identification
UC Berkeley School of Public Health, Center for Occupational and
Environmental Health, retired
Asian Pacific Environmental Network, co-founder/past chair
Just Transition Alliance, training and education lead
Grassroots Global Justice member/ COP 21 delegate
Chinese Progressive Association – SF, board chair
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First Name: Katherine
Last Name: Valenzuela Garcia
Email Address: kbvale@gmail.com
Phone Number:
Affiliation: AB 32 EJAC
Subject: EJAC Member Comments on International Offsets
Comment:
Cap and Trade is not working in California. The data we have from
the Adaptive Management tool shows that emissions have gone up
since 2010, quite significantly. This is what we know even before
the Cal EPA report on AB 32's impacts on environmental justice
communities.
Environmental justice communities need to be prioritized because we
are and historically have been most impacted by pollution and
exposure to other environmental hazards. And government has a
responsibility to ensure public health, not business profits.
I have this inhaler - and the other medications I take every day because I grew up in Oildale, a community surrounded by oil
extraction activities. I continue to need this inhaler more than I
should because the community where I live now - a mostly people of
color neighborhood thanks to redlining and racial covenants - was
deemed the appropriate place for a new freeway.
The EJAC has been to San Bernadino, Brawley, and environmental
justice communities across the state, and there are still plenty of
improvements that are needed here in California, mostly by reducing
the emissions of industry and the products they create. Children
today shouldn't continue to pay the price for anyone's
unwillingness to change course.
I want to reiterate - as I've told ARB staff many times - that it
seems like the decision to pursue REDD+ has already been made, as
all of the documents assume an ambitious path forward from this
point. This is even though there is significant and continued
opposition from environmental justice communities. ARB could learn
from the models we've heard about today in Brazil, which are
grassroots up.
I think it's ambitious - to say the least - to assume that ARB is
somehow more qualified than the United Nations to create a program
that doesn't replicate the human rights violations we've heard
about in Nigeria and other countries that have current REDD
programs.
In conclusion, we oppose REDD+, and encourage ARB and the
stakeholders in this room to explore other methods to preserve
tropical forests while allowing for more ambitious emissions
reductions here in California.
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First Name: Amy
Last Name: Vanderwarker
Email Address: amy@caleja.org
Phone Number: 510-808-5898
Affiliation: California EJ Alliance
Subject: Comments given at ARB workshop on April 28th regarding
Comment:
We’ve heard some compelling comments about how REDD has worked, or
how people hope it will work, but for every example of positive,
there is also an example of negative, as Mr Fyneface has really
described. And those examples of negative experiences are
extremely risky.
You all have highlighted many important social safeguards, but
there is a fundamental disconnect: how really can you garauntee
that any of these safeguards are met? How do you enforce these? I
totally understand that ARB does not want to expose the state to
being party to human rights violations, but really – how can you
monitor any of these things when you are dealing with projects in
extremely remote and far flung places.
You mention “a system for monitoring and reporting on safeguards,”
but that was very cursory. That to me is the critical component of
this system, and I have not really heard any details on what that
system looks like and how it is enforced.
I also hear a lot of effort from you all to distance yourselves
from REDD projects of the past, and as I understand it, the main
point there is that this is a jurisdictional approach.
I just don’t see how you get away from the potential HR violations.
I know you say that Cross River state is not a jurisdiction you are
looking to link with, but I think Fyneface’s comments reflect the
broader dangers with the program, whether its in Nigeria or
elsewhere, that need to be taken seriously.
We’ve also been talking a lot about Brazil today - I also just want
to highlight that Brazil is in the middle of major political
upheaval and we have no idea how that will impact the government’s
long term capacity or commitment to implementing equitable,
effective climate programs. It is exactly that kind of volatility
in other countries that ARB cannot predict and thus highlights some
major challenges to this program.
I also want to flag that the issues environmental justice
communities are struggling with here in California, are in fact
social issues that also need to be addressed by ARB and I have not
yet heard anything about that.
So just looking at what is happening here, this is what we see:
The State of the Air for 2015 just came out. The top five US cities
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most impacted by unhealthy ozone days are in California, as are the
top seven cities burdened with unhealthy particle pollution days.
And we know that many of these air quality issues are
disproportionately impacting low-income communities and communities
of color.
Our current regulations are simply not getting the job done – that
is exactly why ARB is looking at new regs for Short Lived Clmate
Pollutants. As you explore a new protocol that will allow
polluters to continue, it is absolutely your responsibility to
think about ways to strengthen this.
I think there are serious questions about the overall offset
program that haven’t been addressed before we expand it.
We have also been looking at the offsets program more generally.
We have also found that the majority of offset users are large
corporations: the top ten users are: Chevron, CalPine, Tesoro, So
Cal Edison, Shell, PG&E, La Paloma, SDG&E, and NRG.
These top 10 account for 55% of all offsets; over 60% of companies
do not use ANY offsets.
These big companies can access this complicated system and get the
cheapest prices for carbon emissions, below even what C02 is being
auctioned at, which is already quite low.
So, it seems to be really only the major polluters using offsets,
not small facilities who would be most hard hit by pricing issues.
So from a cost containment perspective, this expansion seems
entirely unnecessary. And, ARB seems to have already done A LOT to
make it cost effective for corporations to comply with C&T regs, so
additional protocols seem unnecessary.
And it seems like REDD just give some of the largest corporations
in the world, with multi billionaire dollar budgets, access to an
even lower price to continue polluting.
And according to the most recent GHG reporting data, oil & gas
emissions have even risen slightly since cap & trade was started.
I would add that there are even verification concerns with the
CURRENT offsets program. We’ve been trying to better understand
exactly what projects are being paid for by large corporations in
states such as Arkansas and Michigan, and it is extremely difficult
and concerning to understand what really are being approved as
offset projects in the current program, much less one that is
international.
So my questions to you are:
•
What is your system for enforcing / monitoring safeguards?
•
given the intense scrutiny that is required to make these
linkages successful, how is this a good use of your staff time when
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there is SO MUCH to be done here in California?
•
From the cost containment perspective, why is it that you think
more mechanisms are necessary to provide more mechanisms for
companies to pollute when prices are already extremely low
•
And what exactly are you doing to ensure that CA’s offset
program
specifically – not the other activities at ARB - is NOT
exacerbating EJ issues here in California?

Attachment:
Original File Name:
Date and Time Comment Was Submitted: 2016-04-29 17:31:36

3

Comment Overview

ENVIRONMENTAL JUSTICE
PERSPECTIVES ON
OFFSETS & REDD
MARI ROSE TARUC
AB32 ENVIRONMENTAL JUSTICE
ADVISORY COMMITTEE MEMBER

4/28/16

AB 32: ENVIRONMENTAL JUSTICE
ADVISORY COMMITTEE (EJAC)

PRINCIPLES OF ENVIRONMENTAL JUSTICE
F i r s t N a t i o n a l P e o p l e o f C o l o r E n v i r o n m e n t a l L e a d e r s h i p S u m m i t 1 9 91

PREAMBLE

¡ WE, THE PEOPLE OF COLOR, gathered together at this multinational
People of Color Environmental Leadership Summit, to begin to build
a national and international movement of all peoples of color to
fight the destruction and taking of our lands and communities, do
hereby re-establish our spiritual interdependence to the sacredness
of our Mother Ear th; to respect and celebrate each of our cultures,
languages and beliefs about the natural world and our roles in
healing ourselves; to ensure environmental justice; to promote
economic alternatives which would contribute to the development of
environmentally safe livelihoods; and, to secure our political,
economic and cultural liberation that has been denied for over 500
years of colonization and oppression, resulting in the poisoning of
our communities and land and the genocide of our peoples, do
af firm and adopt these Principles of Environmental Justice:

TOP 10 OFFSET USERS IN CALIFORNIA
( IN MET RIC TONS )
Of California’s 182 offset
projects, 90% are located
outside of California.

#1 OFFSET USER: CHEVRON USA
Chevron
Oil Refinery,
Richmond CA
1,661,723
metric tons of
offsets used

#2 OFFSET USER: CALPINE ENERGY
Gas Power
Plant,
Pittsburg CA
1,550,126
metric tons of
offsets used

#3 OFFSET USER: TESORO REFINING
Oil Refinery,
Wilmington CA
1,393,592
metric tons of
offsets used

REDD OFFSETS OPPOSITION AT UNITED
NATIONS CLIMATE SUMMITS

SAFEGUARDS FOR ENVIRONMENTAL
JUSTICE COMMUNITIES?
Chevron Oil
Refinery in
Richmond CA:
¡ Constant fires
and flares
¡ 2012 massive
fire from
corroded pipes
sent 15,000
people to the
hospital

ENVIRONMENTAL JUSTICE
RECOMMENDATION ON OFFSETS & REDD
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May 18, 2016 - Emissions Leakage Prevention Studies
Public Notice for Emissions Leakage Studies Workshop
ARBCOMBO -- ROOM CHANGE FOR NOTICE OF MAY 18, 2016 PUBLIC WORKSHOP ON
EMISSIONS LEAKAGE STUDIES FOR CAP-AND-TRADE PROGRAM

Posted: 11 May 2016 10:55:24
This workshop will be held in the Sierra Hearing Room in the CalEPA Headquarters
Building, not the Byron Sher Auditorium.
Date: Wednesday, May 18, 2016
Time: 10:00 a.m. to 4:00 p.m.
Place:

Sierra Hearing Room
CalEPA Headquarters Building
1001 I Street Sacramento, California 95814
Webcast: http://www.calepa.ca.gov/Broadcast/
Email questions during the workshop to: sierrarm@calepa.ca.gov
Purpose of Workshop:
The May 18, 2016, workshop will continue the public process to develop potential 2016
amendments to the Cap-and-Trade Regulation (Regulation). This workshop will include
discussion on re-evaluating and modifying a component of the methodology for leakage
prevention and allowance allocation to the industrial sector. Modifications to allowance
allocation would be implemented in the third compliance period starting with the
allocation of vintage 2018 allowances that occurs in fall 2017.
In 2011 and 2012, the Board directed staff to investigate potential improvements to
Program metrics for determining emissions leakage risk in industrial sectors (see Board
Resolutions 11-32 and 12-33). The Program commissioned three studies to inform this
sector-by-sector assessment in 2012, and the studies were completed in May 2016.
The first two studies led by the University of California, Berkeley, and Resources for the
Future measured international and domestic leakage, respectively, for most industrial
sectors that are directly regulated under the Program. The third study, led by
researchers at California Polytechnic State University, San Luis Obispo, measured
leakage potential in select food processing industries. At the May 18 workshop,
researchers will present their study results and answer stakeholder questions. Informed
by these studies, staff will propose a revised emissions leakage risk evaluation
methodology and will update assistance factors for industrial sectors.
Copies of the research papers will be made available at noon (12pm) Pacific time on
Wednesday, May 11, 2016. Other workshop materials, including ARB staff’s
presentation, will be made available on Tuesday, May 17, at 9 am. All materials will be
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posted at http://www.arb.ca.gov/cc/capandtrade/meetings/meetings.htm. All interested
stakeholders are invited to attend. A live webcast of the workshop will be available at
http://www.calepa.ca.gov/Broadcast/. Remote participants may e-mail questions during
the workshop to sierrarm@calepa.ca.gov. Following the workshop, stakeholders will
have an opportunity to provide written comments during an informal comment period
which will conclude at 5:00 p.m. Pacific time on Friday, June 10, 2016.
A link to provide comment will be available after the workshop at:
http://www.arb.ca.gov/cc/capandtrade/meetings/meetings.htm
Background
Cap-and-Trade Regulation
The Board first formally adopted the Regulation in October 2011, and subsequently
approved limited amendments to the Regulation in June 2012, October 2013, April
2014, September 2014, and most recently June 2015. The upcoming 2016
amendments will seek to improve Program efficiency, update the Regulation using the
latest information, and chart post-2020 implementation of the Program.
More information about ARB’s Cap-and-Trade Program is available at:
http://www.arb.ca.gov/cc/capandtrade/capandtrade.htm
Clean Power Plan
On August 3, 2015, U.S. EPA’s Administrator signed its Clean Power Plan, which sets
carbon dioxide emissions limits for many existing electric generating units. These
regulations are based on section 111(d) (42 U.S.C. § 7411(d)) of the federal Clean Air
Act. The Plan was published in the Federal Register on October 23, 2015. States must
develop compliance plans to meet these limits and compliance plans are due in
September 2016 (with the option to seek extensions). ARB is developing California’s
compliance plan in consultation with the California Energy Commission and the
California Public Utilities Commission, California’s air districts, and other partners.
More information about the Clean Power Plan and related rules is available at:
http://www.arb.ca.gov/cc/powerplants/powerplants.htm

California is in a drought emergency.
Visit www.SaveOurH2O.org for water conservation tips.

Return to Table of Contents
May 18, 2016 - Emissions Leakage Prevention Studies:
Presentation Slides
Staff Presentation on Leakage Potential Studies
Invited Speaker Presentation on International Leakage: Measuring
Leakage Risk
Invited Speaker Presentation on Domestic Leakage: Potential
Employment & Output Leakage
Invited Speaker Presentation on Food Processors Leakage: Production &
Emissions Leakage in California’s Food Processing Industries
Staff Presentation on Methodological Framework for Emissions Leakage
Designation
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May 18, 2016 – Emissions Leakage Prevention Studies Workshop: Public
Comments
Date/Time
Link in
Comment
# Received From Subject
Added to
Document
Period
Database

1

Comments on Leakage
Murphy, Colin ,
Studies & May 18th
NextGen Climate
workshop (PDF
America
attached)

1st
2016-06-03
Link
Workshop 14:04:57

2

Comment Extension on
Cicio, Paul,
Cap-and-Trade Program
Industrial Energy
Public Workshop on
Consumers of
Emissions Leakage
America
Studies

1st
2016-06-07
Link
Workshop 12:48:36

3

Adkins, Jeffrey,
Sierra Research

1st
2016-06-09
Link
Workshop 16:33:12

4

Comments to the Cap
Bragg, Lynn ,
and Trade Workshop on
Glass Packaging
Emissions Leakage
Institute (GPI)
Studies

1st
2016-06-09
Link
Workshop 17:09:24

5

Cicio, Paul,
Industrial Energy
Consumers of
America

Comments on the May
18 Public Workshop on
Emissions Leakage
Potential Studies

1st
2016-06-10
Link
Workshop 07:48:19

6

Hoffdahl, Roger,

Cap-and-Trade Program
Public Workshop on
Emissions Leakage
Studies

1st
2016-06-10
Link
Workshop 08:48:11

7

Harper, Sam ,
Alcantar & Kahl
LLP

Comments on Public
Workshop on Emissions
Leakage Studies

1st
2016-06-10
Link
Workshop 12:02:22

8

Adams, Keith,
Air Products and
Chemicals

Comments Regarding
May 18th Emission
Leakage Studies
Workshop

1st
2016-06-10
Link
Workshop 12:52:17

9

Sullivan, Shelly,
Climate Change
Policy Coalition

CCPC Comments - ARB
Leakage Studies

1st
2016-06-10
Link
Workshop 15:47:40

Comments on ARB
Leakage Study

Larrea, John, CA
Comments on Leakage
10 League of Food
Studies
Processors
(CLFP)

1st
2016-06-10
Link
Workshop 15:56:36

#

Received From

Subject

Date/Time
Comment
Added to
Period
Database

Link in
Document

Bloom, John ,
11
CSCME

Comments on 5/18/16
Workshop on Emissions
Leakage Potential
Studies (REVISED)

Botello,
12 Armando,
Praxair, Inc.

Praxair Comments on
ARB Leakage Risk
Studies and 5/18
Workshop

1st
2016-06-10
Link
Workshop 16:38:39

CMTA Comments

1st
2016-06-10
Link
Workshop 16:19:39

Comments on Proposed
Amendments on
Allowance Formula in
Cap and Trade
Regulation

1st
2016-06-23
Link
Workshop 10:54:42

Umenhofer ,
WSPA comments on AB
Tom , Western
15
32 Cap & Trade
States Petroleum
Regulation
Association

1st
2016-06-23
Link
Workshop 11:00:49

13

Shaw, Michael,
916498-3328

14 Zierman, Rock ,

1st
2016-06-10
Link
Workshop 16:33:07
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Western States Petroleum Association
Credible Solutions • Responsive Service • Since 1907
Catherine Reheis-Boyd
President

June 16, 2016
Ms. Rajinder Sahota
California Air Resources Board
1001 I Street
Sacramento, CA 95814
Re: WSPA comments on AB 32 Cap & Trade Regulation Emissions Leakage Potential Studies
Dear Ms. Sahota:
The Western States Petroleum Association (WSPA) is a non-profit trade association representing
companies that explore for, produce, refine, transport and market petroleum, petroleum products,
natural gas and other energy supplies in California and four other western states. WSPA
appreciates this opportunity to provide comments on the rulemaking process and concepts
identified by the Air Resources Board (ARB) during its public workshop on May 18, 2016 on the
Cap & Trade program emissions leakage potential studies. WSPA appreciates the information
provided during the presentations at the workshop by ARB staff and the authors of the studies.
Pursuant to those presentations, WSPA has additional general and specific comments and
questions that deserve attention by ARB and program stakeholders before study results are used
to inform changes to the Cap & Trade regulation.
General Comments
As noted in WSPA’s May 16, 2016 comment letter on Cost Containment, Post-2020 Cap Setting,
and Emissions Allocation, WSPA remains concerned with the manner in which ARB is
conducting this rulemaking process. In particular, WSPA objects to ARB’s proposal to bring a
“framework” set of Cap & Trade amendments to the Board for adoption in July, 2016, and
relegate critical program design and implementation issues, such as industrial assistance, to a
series of 15-day packages in the fall 2016 through winter 2016-2017 timeframe. There is no
compelling reason for this approach. It needlessly constrains stakeholder input and limits the
scope of changes ARB can consider to those that fit within the framework document. The 15day process should be used to respond to comments made during the public hearing and in
writing, not to define major elements of the regulation. WSPA maintains that ARB should issue
a complete discussion draft proposal for stakeholder review and comment in advance of the 45day notice of proposed rulemaking.

1415 L Street, Suite 600, Sacramento, California 95814
(916) 498-7752  Fax: (916) 444-5745  Cell: (916) 835-0450
cathy@wspa.org  www.wspa.org

Comment Overview

Ms. Rajinder Sahota
June 16, 2016
Page 2
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With regard to the leakage studies themselves, the limited time frame between the release of the
studies and ARB’s informal comment deadline is wholly inadequate to evaluate these critical and
highly technical documents. ARB has indicated that initial comments (such as provided here)
will serve to inform staff and the ARB Board on final leakage study outcomes which in turn
would inform policy decisions concerning leakage risk assessment and industry assistance
factors for future compliance periods. Taking more time on the front end of the review process
will result in more substantive input to ARB and greater certainty for stakeholders. By providing
only 2-3 weeks to review studies that have taken more than a year to develop, ARB is clearly
limiting stakeholders’ ability to fairly and comprehensively review these documents.
WSPA is also concerned about how these studies may be interpreted by ARB to modify critical
elements of the Cap & Trade program such as industry assistance requirements. These decisions
are tied to ARB’s conceptual proposal for new metrics that would measure leakage potential in
terms of international market transfer and domestic value-added loss. 1 We are not confident that
this approach is valid for purposes of evaluating leakage potential in emissions intensive
industries. Without further information on ARB’s conceptual proposal, some understanding of
how the leakage studies will be used in that context and how ARB’s overall analysis will inform
decisions on leakage and trade exposure policy, our ability to draw conclusions and make
recommendations is significantly diminished. We would appreciate the opportunity for
additional discussion with ARB on these issues before it notices proposed changes to the Cap
and Trade regulation.
Specific Comments on ARB Contractor Reports
It is clear that important information was omitted from the data base used in the leakage studies
that render the results unfit for purposes of evaluating prospective leakage risk and assigning
industrial assistance allocations. Among other issues, we are concerned about the following
omissions: (1) onsite-generated electricity and gas, (2) failure to account (and adjust) for low
natural gas usage during the study time periods, and (3) regulatory policies that are likely to alter
future fuel demand, making prior year conclusions unrepresentative of future years. The
following comments address some of these issues in greater detail.
With regard to natural gas usage we note that natural gas prices were volatile during the study
periods and therefore the authors’ heavy reliance on natural gas impacts makes the study findings
inherently unreliable. In fact, the amount of petroleum product that enters and exits the state is
not directly correlated to the price of natural gas. 2 The majority of refineries in California use a
relatively small amount of purchased natural gas and less than 2% of refinery electricity is
purchased from the grid due to heavy reliance on cogeneration. 3 With regard to the effect of
1

ARB “Staff Presentation on a Methodological Framework for Emissions Leakage Designation for 2018 and
Beyond”, slides 20-23.

2

See also NERA Economic Consulting report, Comments on Cap-and-Trade Program Public Workshop
on Emissions Leakage Studies (“NERA report”), prepared for the California Manufacturers and
Technology Association, June 9, 2016, page 20, footnote 13.
3
NERA report, page 19, footnote 11.
1415 L Street, Suite 600, Sacramento, California 95814
(916) 498-7752  Fax: (916) 444-5745  Cell: (916) 835-0450
cathy@wspa.org  www.wspa.org
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regulations on future fuel demand, we note that the studies offer unrealistically low long term
estimates of carbon prices (especially in light of the 2030 emission reduction target in EO B-3015), and fail to consider the likelihood that declining in-state demand will lead to an increase in
fuel exports.
1. Energy Intensity for Refining
Studies that look at purchased natural gas and electricity only do not correctly estimate
refinery energy intensity. Generally a hypothetical refinery may purchase only 25-40% of
the total energy consumed at the facility and self-generate the rest in the form of process gas,
FCC Coke, and Recovered Process Heat (Steam).
Energy intensity is calculated using the following equation: Energy Intensity = Energy Used /
Product Produced. Refineries are likely 3-4 times more sensitive than calculated in the UC
Berkeley and RFF papers because the authors undervalued the numerator (energy used).
Virtually all of refinery “energy used” (except maybe recovered process heat) is used to
create product and will have associated GHG emissions. In addition, fuel gas should be
valued at the same level as natural gas because both gasses can be used interchangeably in
many processes and thus are generally treated by refineries on the same basis.
The proposed methodology is flawed because it does not account for fuel generated at the
refinery. While the lack of transparent or reported data in the third-party domain for fuel
generated and used on site has been a challenge in other jurisdictions such as the EU, ARB
already collects fuel use data under MRR and for the AB 32 Cost of Implementation
regulation. Thus ARB could include fuel gas data in evaluating energy intensity for refining.
2. Validity of the data set used for the UC Berkeley study
Our read of the report suggests that no information on refineries was included among the
50,000 sources that submit data to the Annual Survey of Manufacturers (ASM) or Census of
Manufacturers (CMF) (see: http://www.census.gov/programs-surveys/asm.html). Yet such
data is readily available from the U.S. Energy Information Administration (EIA). Refineries
are required to submit EIA810 and EIA820 reports to EIA on a monthly and annual basis
(see: https://www.eia.gov/petroleum/). Moreover, because EIA’s core function is to compile
and analyze energy industry data, it is a more reputable source for such data.
We understand the author’s need to generalize to allow for analysis of all 95+ industries at
once and on the same basis. Unfortunately, using such broad data sets masks important
distinctions among industries and diminishes the accuracy and utility of the results.

1415 L Street, Suite 600, Sacramento, California 95814
(916) 498-7752  Fax: (916) 444-5745  Cell: (916) 835-0450
cathy@wspa.org  www.wspa.org

Comment Overview

Ms. Rajinder Sahota
June 16, 2016
Page 4

Navigate to Table of Contents

3. Study time frames underestimate refinery energy use
The refining industry self-generated the vast majority of its electricity in the 1998-2008
timeframe, which covers the bulk of the leakage study period. Most refineries also used far
more process gas than natural gas in their fuel gas systems. 4
The change in relative energy prices used as a basis for UC Berkeley’s regression analysis is
driven by changes in U.S. natural gas prices from 1993 to 2012. Prices were highly volatile
during this entire period (see: https://www.eia.gov/dnav/ng/hist/n9190us3a.htm). As a
general rule, most refineries do have some flexibility to substitute process gas for purchased
natural gas during periods of high natural gas prices. However, under this scenario high value
product yield would be reduced, in which case the study would underestimate the impacts of
natural gas price fluctuations in the refining sector.
4. Study data base may have conflated onsite hydrogen plants with refinery operations
Hydrogen manufacturing should be included in Industrial Gas Manufacturing (NAICS6
325120). In the current Cap & Trade regulation, refinery allowances are allocated separately
based on CWB (Petroleum Refineries) and H2 produced (Industrial Gas Manufacturing) and
each has its own industry assistance factor based on trade exposure. It is unclear from the
reports whether “Petroleum Refineries” includes on-site H2 plants. We are concerned that the
data sets may not consistently separate H2 plants owned and operated by refineries from the
refineries themselves.
If refinery hydrogen was not separated out, then the large amount of process emissions from
hydrogen would be a significant source of bias that would underestimate refinery energy
intensity. Both reports are clear that process emissions were not included. Hydrogen plant
process emissions can range from 20% to 30% of total refinery emissions. Given that
hydrogen plants are integral to production of product, their emissions must be included in
any evaluation of refinery energy intensity.
The following list identifies energy sources for refineries. Several of them, including
purchased steam, process gas, coke on catalyst and process steam, were not included in the
studies. Some of this energy comes from crude oil and some comes from outside sources.
•

Natural Gas – Gas brought into the refinery by pipeline that is largely methane and
other hydrocarbons to be ultimately used as fuel in furnaces or process feed for
hydrogen plants.

4

According to U.S. EIA, electricity and natural gas consumption is about 40% of the total fuel consumed
in the California (PADD 5) refineries, while fuel-gas alone accounted for about 48% in 2014. NERA
report, page 18, footnote 10.
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•

Process Gas – Light hydrocarbons, hydrogen and impurities that are produced largely
as a byproduct in refinery units.

•

Fuel Gas – A combination of process gas and natural gas that is primarily burned in
stationary heaters, boilers, and also occasionally used as process feed for hydrogen
plants.

•

Purchased Steam – Steam transferred into the refinery from external producers.

•

Purchased Electricity – Electricity purchased from the grid to supplement selfgenerated electricity.

•

Coke on Catalyst – In a Fluid Catalytic Cracker coke (carbon) deposits on the catalyst
are burned off in a regenerator. This generates thermal heat that is used internally
within the FCC process and the remainder can be recovered and used elsewhere in the
refinery.

•

Process Steam – Energy is recovered from the process units to make steam. The
steam is used in other parts of the refinery that require energy inputs.

Failure to account for all of these energy sources compounds the studies’ underestimation of
refinery energy intensity and compromises the integrity of the results for this sector.
On balance, the authors appear to lack confidence in their own results. The UC Berkeley report
specifically states that “The imprecision of our estimates makes it difficult to estimate leakage
potential for any particular industry with any degree of precision.” 5 The Resources for the
Future report emphasizes caution when interpreting long run estimates for individual industries,
noting uncertainties regarding the sufficiency of historical energy price variation and dynamic
decisions about plant investments and closures, and some counterintuitive long run results. 6 We
agree with the researchers on these points and assert that the limitations they identify effectively
preclude use of the studies to inform Cap & Trade policy decisions.
WSPA Supports the Critical Review Submitted by the California Manufacturers and
Technology Association
CMTA recently sponsored a critical review of the leakage risk reports issued by ARB’s
contractors. This review, conducted by NERA Economic Consulting (Comments on Cap-andTrade Program Public Workshop on Emissions Leakage Studies), identifies a number of
deficiencies specific to the petroleum refining and oil and gas industries that render the report
findings unrepresentative of actual leakage risk in these industries.
5

Meredith Fowlie, Mar Reguant and Stephen Ryan (UC Berkeley), Measuring Leakage Risk, pp. 7.
Wayne Gray, Joshua Linn and Richard Morgenstern (Resources For The Future), Employment and
Output Leakage under California’s Cap-and-Trade Program, May, 2016, pp. 21.

6
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NERA’s findings specific to the refining industry include the following:
•

Using data on a large number of industries with heterogeneous characteristics risks
confounding the effects of changes in specific markets on those industries with the effects
of changing energy prices. “For example, crude oil prices varied widely over the period
but their effect on refining is not represented. Thus if crude oil prices were falling during
a sub-period when natural gas prices were rising, the regression analysis might conclude
that refinery output was relatively insensitive to increases in the prices of natural gas and
electricity.” 7

•

As noted above, the omission of energy sources consumed at California refineries other
than natural gas and electricity (e.g., fuel-gas, petroleum coke, and fuel oil) results in
underestimating the energy intensity of those refineries. “To the extent that California
refineries are less energy intensive than refineries outside California, this omission leads
to an understatement of the leakage that would occur if output from California refineries
were displaced by output from refineries outside the state.” 8 This omission renders the
current analyses in both studies to be inappropriate for the refining section.

•

Proper assessment of leakage risk for petroleum refining requires use of process models
that capture specific production details. “The combination of low value-added, sunk
investments, process plus fuel use emissions and low cost national and international
transportation of products make it impossible to capture in a simple econometric model
or production function an accurate picture of the regional shifts in refinery activity likely
to be caused by California-only carbon policies.” NERA indicates that process models
can only be used to approximate leakage if they contain data for all competing refineries
in the US and overseas, or if they are linked to computable general equilibrium (CGE)
models to capture the interindustry and indirect effects of changes in fuel prices and
refined product production. 9

•

Regression models are based on past market structure and cannot accurately predict
future changes in market behaviour. “As one example, the regression analysis cannot
capture the effects of changes in the marketplace that could cause an industry that is
currently not trade exposed to become trade exposed. Specifically, the regression model
cannot anticipate the future implications of California’s shrinking demand for
transportation fuels and the pressure this would place on California refineries to sell
product to markets outside the state when the refining sector is put into the cap and trade
system.” 10

7

NERA report, page 15.
NERA report, page 15.
9
NERA report, page 24.
10
NERA report, page 13.
8
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NERA’s findings specific to the upstream oil and gas industry include the following:
•

A CGE model could estimate leakage for the upstream oil and gas sector that the
regression analyses omit. “Representing these sectors explicitly in a CGE model would
be far superior to estimating leakage of these sectors based on estimates derived from
other sectors. The CGE analysis should include a number of scenarios in which the
assumption about the substitutability of goods produced inside and outside of California
and the stringency of California’s GHG policy are varied.” 11

•

The leakage risk studies are also limited to analysis of manufacturing sectors in NAICS
codes 31-33. This narrow scope excludes multiple sectors affected by AB 32 regulations,
including the upstream oil and gas sector. 12

NERA also notes that biases and errors in specification and data lead to counterintuitive results
in other industries. For example, the nitrogenous fertilizer industry has a long history of
expanding when natural gas prices fall and contracting when prices rise. This is due to the fact
that the cost of this homogenous, globally traded commodity is based almost entirely on natural
gas prices. However, this industry is identified as only minimally trade exposed. 13 Such
findings cast further doubt on the validity of the leakage risk studies and the suitability of these
documents as a foundation for Cap and Trade policy setting.
WSPA endorses NERA’s findings pertaining to petroleum industry categories and we encourage
ARB to carefully consider this paper before proposing any amendments to the Cap and Trade
regulation predicated on the UC Berkeley or RFF reports.
As noted above, given the extremely limited time provided to comment on ARB’s contractor
reports, these comments are necessarily cursory and preliminary. WSPA expects to submit
additional substantive comments on these and other related issues in the near future.
While WSPA and its members will continue to comment on various ARB staff proposals as
necessary to provide technical input and assistance, WSPA does not believe that AB 32
authorizes the Governor or the ARB to establish a greenhouse gas emissions limit that is below
the 1990 level and that would be applicable after 2020. Furthermore, pursuant to California
Health and Safety Code Section 38551, ARB may not rely on Executive Orders that purport to
extend or expand the scope of AB 32.

11

12

NERA report,

page 3.

NERA report, page 15.
13
NERA report, page 27.
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WSPA appreciates ARB’s consideration of our comments and we look forward to your
responses. If you have any questions, please contact me at this office, or Tom Umenhofer of my
staff at (805) 701-9142 or email tom@wspa.org.
Sincerely,

cc:

Richard Corey - ARB
Edie Chang - ARB
Tom Umenhofer - WSPA

1415 L Street, Suite 600, Sacramento, California 95814
(916) 498-7752  Fax: (916) 444-5745  Cell: (916) 835-0450
cathy@wspa.org  www.wspa.org
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California Independent Petroleum Association
1001 K Street, 6th Floor

Sacramento, CA 95814
Phone: (916) 447-1177
Fax: (916) 447-1144

Comments of the California Independent Petroleum Association
on the Proposed Amendments on the Allowance
Formula in the Cap and Trade Regulations

June 21, 2016

California Air Resources Board
1001 I Street
Sacramento, CA 95814

Via electronic submittal to: http://www.arb.ca.gov/lispub/comm2/bcsubform.php?listname=ctleakagestudies-ws&comm_period=1

The California Independent Petroleum Association (CIPA) appreciates the
opportunity to submit the following comments to the California Air Resources Board
(CARB) for its consideration. These comments respond to and focus on the May 18,
2016 Leakage Workshop and their considerations on the calculation of industry
assistance in determining allowances in the Cap and Trade program.
The mission of CIPA is to promote greater understanding and awareness of the
unique nature of California's independent oil and natural gas producer and the market
place in which he or she operates; highlight the economic contributions made by
California independents to local, state and national economies; foster the efficient
utilization of California's petroleum resources; promote a balanced approach to resource
development and environmental protection and improve business conditions for
members of our industry. In-state petroleum production can play a role in helping the
state meet its dual goals of a strong statewide economy while reducing GHG emissions
in California.
Maximizing the industry Assistance Factor is the best way to combat the threat
of GHG emissions leakage from our industry. CIPA understands the importance of
addressing this issue within the Cap and Trade Program, but also highlights that failing
to maximize the free allocations to California industry prior to a more uniform and
ubiquitous carbon price signal worldwide puts California entities at a disadvantage.
Crude oil is an international commodity. Any reduction in the Assistance Factor from its
current level will create added pressure for potential leakage of GHG emissions to other
regions not similarly regulated. Though a few additional jurisdictions are beginning to
start down the road of putting a price on carbon, the transition relief currently provided
is still needed as the threat of leakage from world crude oil imports hasn’t decreased
since California’s Cap and Trade Regulation was first adopted.
Uneven regulation of GHG emissions has the unintended consequences of
incenting the importation of crude oil. The pull from other markets, lesser regulated oil
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producing regions, is real. California’s progressive implementation of emissions targets
make carbon an additional factor affecting costs for petroleum producers. Retaining the
current Assistance Factor for in-state oil producers will continue to ease the disparity
caused by the Cap and Trade compliance costs.
Further, more stringent 2030 GHG targets should look to coincide with potential
advances in emissions reducing technologies available to industry. The industry
Assistance Factor is one part of the overall allowance formula; however maximizing that
value provides an opportunity for limited capital to be directed at emission reductions,
rather than purchasing compliance obligations.
As this process moves forward, CIPA looks forward to continually working with
CARB on this program. Thank you for your attention to this important matter. Any
questions or follow-up comments can be directed to rock@cipa.org.
Sincerely,

Rock Zierman
CEO

317184653.1
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Comments on Cap-and-Trade Program Public
Workshop on Emissions Leakage Studies
Prepared for:

California Manufacturers & Technology Association

Final Report
June 10, 2016
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Project Team
Paul Bernstein, Vice President
W. David Montgomery, Affiliated Consultant
Sugandha D. Tuladhar, Vice President

The findings contained in this report may contain projections based on current data and historical
trends. Any such predictions are subject to inherent risks and uncertainties. In particular, actual
results could be impacted by future events that cannot be predicted or controlled, including,
without limitation, changes in business strategies, the development of future products and
services, changes in market and industry conditions, the outcome of contingencies, changes in
management, and changes in law or regulations. Neither CMTA nor NERA accept responsibility
for actual results or future events.
The opinions expressed herein are those of the authors and do not necessarily represent the views
of NERA Economic Consulting or any other NERA consultants.
© NERA Economic Consulting

NERA Economic Consulting
1255 23rd Street NW
Washington, DC 20037
Tel: +1 202 466 3510
Fax: +1 202 466 3605
www.nera.com
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I.

INTRODUCTION AND KEY FINDINGS

In 2006, the California Legislature passed the Global Warming Solutions Act or AB 32. It calls
for California to return its greenhouse gas (GHG) emissions to 1990 levels by 2020, which is
expected to result in an emissions reduction of 30% below business as usual (no greenhouse gas
policy) levels. 1 Legislators gave the California Air Resources Board (ARB) the primary
authority to implement AB 32. The ARB developed a Scoping Plan, which outlines California’s
strategy for meeting the AB 32 emission targets. The Scoping Plan includes a cap-and-trade
program as well as command-and-control measures (or complementary measures).
The cap-and-trade program directly increases the cost of fossil energy by placing a price on
GHG emissions, and the complementary measures increase costs by forcing specific sectors to
make direct reductions. Therefore, imposing AB 32 on California entities increases their costs of
production relative to entities outside of California.
In response to increases in production costs, companies may move some or all of their operations
outside of California and then export to California, or shut down altogether requiring California
to import goods previously produced in-state. In all these scenarios, there is a market transfer
from the regulated region, California, to another region outside California. This market transfer
results in emissions leakage. Leakage occurs when production (and emissions) shifts from a
regulated to a non-regulated region, which in general, harms the environmental integrity of an
emissions reduction program. Specific to AB 32 and maintaining the policy’s environmental
integrity, ARB is required to minimize emissions leakage. 2
As part of Resolutions 11-32 and 12-33, ARB directed staff to re-evaluate the original leakage
risk assessment. Staff contracted three research groups – University of California, Berkeley;
Resources for the Future; and California Polytechnic University, San Luis Obispo – to assess the
leakage potential for industries covered by the state’s cap-and-trade program. The ARB is
relying on the following studies from these groups as it looks to change its methodological
framework for emissions leakage designation for the third compliance period (2018-2020) and
beyond:
1. Meredith Fowlie, Mar Reguant, and Stephen P. Rayan, University of California,
Berkeley, Measuring Leakage Risk, (International emissions leakage potential) – UCB
Paper
2. Wayne Gray, Clark University Joshua Linn and Dick Morgenstern, Resources for the
Future, Employment and Output Leakage under California’s Cap-and-Trade Program,
(Domestic emissions leakage potential) – RFF Paper
1

Assembly Bill 32 Overview, California Air Resources Board (http://www.arb.ca.gov/cc/ab32/ab32.htm).

2

“California’s Global Warming Solutions Act of 2006 (AB 32) directs state regulators to minimize leakage to the
extent feasible,” RFF study, page 1. “AB 32 requires the State to minimize leakage to the extent feasible,” CA
Industry Assistance Credit for Industrial Businesses, https://pages.email.sce.com/ciac/
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3. Stephen Hamilton, California Polytechnic University, San Luis Obispo, Production and
Emissions Leakage from California’s Cap-and‐Trade Program in Food Processing
Industries: Case Study of Tomato, Sugar, Wet Corn and Cheese Markets, (Food
processors emissions leakage potential) – CalPoly Paper
California Manufacturers & Technology Association (CMTA) contracted NERA Economic
Consulting (NERA) to review and comment on two of the studies (the UCB paper and the RFF
paper) which broadly cover most manufacturing. Our comments focus on the adequacy of the
data, robustness of the results, and applicability of the approach to determine leakage risk for
policy application based on the information provided in the study papers.
Based on our review of the studies, we believe that the data used for the studies are outdated and
do not correspond to the study objectives. In addition, we agree with the authors’ lack of
confident in their results and cautious about using the results of these studies to predict future
leakage risk for trade-exposed manufacturing and other sectors of the economy. ARB’s
approach and plan to use the outcomes from each of the studies conducted is also flawed since it
is not possible to separate energy intensity and trade effects, and both international and interstate
competition must be addressed simultaneously. Our review of the data, approach, and the results
of the two studies suggest that it is premature to apply the results for policy work in the absence
of detailed peer review and exploring other appropriate approaches.
Below we summarize our main comments:
•

The studies draw upon historical data that do not reflect California’s future.
These studies are good econometric research into the relationships between changes in
past energy prices and changes in industry activity. However, following the authors’
caveats about their analysis, one should exercise extreme caution in using the results of
their research to predict future leakage impacts. The data used to construct the
regressions in the UCB and RFF studies neither include any time in which a price on
GHGs existed in California nor include the impact that California’s complementary
measures are having today and forecasted to have in the future. Furthermore given
Senate Bill 350 (SB 350) and the decisions to reduce GHG emissions to 40% below 1990
levels by 2030, the regulatory environment in California will surely differ greatly from
the period in which the data were collected and the change in energy prices will be far
outside the range of the data (and in the opposite direction of the energy price changes of
the UCB study). Therefore, the regression relationships are built on historical data that
do not reflect the future.

•

Allowance prices do not fully reflect AB 32’s impact on the California’s energy prices
leading to misleading results.
Applying the regression analysis to compute leakage effects involves making an
assumption that the AB 32 allowance prices fully reflect the full change in California
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energy prices and changes in production costs for California industries, relative to
unregulated jurisdictions. This is an incorrect assumption because as of today,
California’s complementary measures have at least as much impact on production costs
as the AB 32 allowance price. Therefore only using the allowance price to estimate
changes in production costs would be misguided as it would miss a substantial
contribution of California’s climate change program to the change in California energy
prices and industry production costs.
•

We recommend a rigorous peer review of the studies and a well-suited alternative
approach to estimate leakage risk.
The authors from both studies state how some of their data and hence their results are
highly uncertain. Because the researchers raise caution on their results, regulators should
not develop thresholds from these. If regulators want to use the regression analysis to
help inform their decision on how to address leakage, they should wait for researchers to
develop results for which they have greater confidence. As a result, we recommend that
California regulators conduct a rigorous peer review of the studies. In addition to, or
instead of, the regression analysis, we recommend that regulators perform an analysis of
leakage using a Computable General Equilibrium (CGE) modeling framework. This
analysis overcomes many of the flaws and shortcomings of the regression analysis. In
addition, this analysis could estimate leakage for sectors such as mining and upstream oil
and gas that the regression analyses omit. Representing these sectors explicitly in a CGE
model would be far superior to estimating leakage of these sectors based on estimates
derived from other sectors. The CGE analysis should include a number of scenarios in
which the assumption about the substitutability of goods produced inside and outside of
California and the stringency of California’s GHG policy are varied.

The remainder of the report is organized as follows: Section II provides an overview the leakage
risk methodology; Section III briefly describes the two studies; Section IV provides comments
that are common to both studies; detailed comments that are specific to the two studies are
discussed in Section V; Section VI concludes with thoughts about the applicability of these
studies for updating the assistance factor and reasons why an alternate approach should be
considered.
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II.

OVERVIEW OF THE LEAKAGE RISK METHODOLOGY
A.

Current Method to Prevent Leakage

To mitigate emissions leakage, ARB provides direct assistance to industries that are deemed to
be at risk for leakage. Direct assistance comes in the form of an allocation of free allowances.
The number of allowances is determined by the following output-based formula:
Allocation = A x B x C x O
Where:
•

A = Assistance factor, which is based on leakage risk classification (see below)

•

B = GHG emissions efficiency benchmark in emissions per unit of output

•

C = Cap adjustment factor, which tracks overall economy-wide allowance budget

•

O = Product output in physical units (e.g., barrels of crude produced)

The ARB uses two metrics to classify an industry’s risk of leakage:
•

Emissions intensity – measured as the ratio of emissions of GHGs to the industry’s value
added; and

•

Trade exposure – measured as the ratio of a sector’s imports plus exports divided by the
sum of its shipments and imports.

Industries are then categorized as having very low, low, medium, or high emissions intensity
based on this ratio and deemed to have low, medium, or high trade intensity based on this ratio.
An industry’s leakage risk depends on the combination of its emissions intensity and trade
exposure categorization (see Figure 1).
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Figure 1: Mapping of Emissions Intensity and Trade Exposure to Leakage Risk

For example, industries with an emissions intensity of High and any level of trade exposure are
said to have a High leakage risk. The industry assistance factor (A) is determined from its
leakage risk classification. This factor also depends on the compliance period as well (see Figure
2). Direct allocations were provided to minimize emissions leakage and to provide transition
assistance in the early years of the program. Industries in all three leakage risk categories
received a 100% assistance factor in the first (2013-2014) and second compliance (2015-2017)
periods. This factor is slated to decline in the third compliance period (2018-2020) for industries
in the medium and low leakage risk categories.
Figure 2: Industry Assistance Factor as a Function of Leakage Risk and Compliance Period

B.

ARB’s Proposed New Methodological Framework

For its proposed updated assistance factors and leakage risk methodology, ARB proposes
replacing its existing metrics of trade exposure and emissions intensity with two new metrics –
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international market transfer and domestic value-added loss – respectively. The international
market transfer measures the fraction of each dollar drop in U.S. production offset by a dollar
increase in international production. The UCB and CalPoly papers estimate this metric for
manufacturing industries by using regression approach. The domestic value-added loss metric
measures the drop in California output that is picked up by increased out-of-state (noninternational) industrial facilities. The RFF study estimates this metric.
The new metrics are designed to account for domestic and international trade exposure; whereas
the old metrics were designed to account for emissions intensity and international trade exposure
of each industry. In estimating the new metrics, the regressions account for energy intensity in
terms of an industry’s cost share for natural gas and electricity.
These studies focus on only the manufacturing sectors. The ARB plans to match non-studied
sectors (e.g., mining) to the studied sectors that are most similar based on U.S. Census energy
cost intensity and trade exposure.
Figure 3 illustrates ARB’s conceptual proposal for how it would use the new metrics to assign
leakage risk and hence each industry’s assistance factor. Industries that are found to have the
low values for the international market transfer and domestic value-added loss (i.e., closest to the
origin) would receive the lowest level of or no assistance; whereas, industries with a high level
of these two metrics (i.e., the northeast corner of the figure) would receive the most assistance.
Figure 3: ARB’s Conceptual Proposal for Using New Metrics to Assign Leakage Risk

Source: California Air Resources Board

Prior to the release of the initial regulatory change proposal, the ARB has not specified how they
would map specific values for each of these metrics into an assistance factor. The ARB could
follow its previous methodology where it set thresholds for each metric, then determined an
industry’s leakage risk on the levels of the two metrics (see Figure 1), and finally base an
industry’s assistance factor on its leakage risk (see Figure 2). Alternatively, the ARB could use a
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more continuous relationship where a threshold above which an industry would receive full
assistance and low threshold below which an industry would receive no assistance. Then a
continuum could be applied for all industries that fall between the two thresholds. In whatever
approach ARB takes, it needs to define a relationship between the values of the metrics to the
assistance factor. Application of these two metrics as orthogonal measures is inappropriate since
what matters to the competitiveness of California industries is overall leakage regardless of
location. That is, if a California industry only competes mainly in the U.S. market, then having
no international market transfer and a high level of domestic value-added loss should put this
industry in the “most assistance” category rather than in the “more assistance” category.
Therefore, it is impossible to separate energy intensity and trade effects, and both international
and interstate competition must be addressed simultaneously.
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III.

DESCRIPTION OF THE LEAKAGE STUDIES
A.

Overview of the UCB Study

Measuring Leakage Risk, by Meredith L. Fowlie, Mar Reguant, and Stephen P. Ryan May 2016
According to the authors of the UCB study, “our work assesses the potential for international
market transfers and emissions leakage to jurisdictions outside the United States.” To do so, the
authors assemble data on 96 industries identified as “Energy Intensive, Trade Exposed” under
California rules and proposed national greenhouse gas legislation, and use the recent experience
of declining U.S. natural gas prices relative to international gas prices to estimate how changes in
energy costs cause changes in industry output, imports and exports. They analyze these changes
on a national basis, and assume that the national results are representative for California as well.
From these estimates of output and trade impacts, they construct measures at the industry level of
how much output of foreign industries might grow in response to the shrinkage in California
production.
There is little or no data to directly measure California energy prices, imports or exports at the
level of industry resolution needed for this study, nor are there data on foreign production or the
emissions intensity of foreign production. The study uses a number of proxies for California
data: based on detailed census data and EIA MECS data they calculate average energy prices at
the national level by industry, value of production and energy cost shares for these industries
nationwide, production, and from commerce department data they calculate the value of goods
landed at California ports and goods shipped out of California ports. Their study period is 1993
–to 2012. Some data are available for every year and some in five-year increments.
Output, imports and exports for each industry are represented as a function of domestic energy
prices, foreign energy prices, industry characteristics other than energy intensity, wages by
industry, “3-digit NAICS fixed effects”, and “year by sector fixed effects.” The two latter
variables are intended to control for all the other factors that have also changed between 1993
and 2012, the influence of which would be improperly attributed to energy prices if all other
potential causes of changes in industry output and trade were not included. They use a large
number of different functional forms to represent the relations among these variables.
The authors use their estimates of the percentage change in output attributable to a one percent
change in energy prices (the output elasticity) to calculate the impacts of a $10 per metric ton of
carbon dioxide price. They find that the effect of this carbon price varies across industries
because of different energy intensities and market characteristics. On average, the study finds
that this arbitrary choice of a carbon tax would reduce exports on the order of 6 percent or
smaller for a majority of industries currently eligible for compensation in California. For
cement, lime, industrial gas, wet corn milling, nitrogen fertilizer, iron and steel industries, they
estimate negative impacts on export volumes of 20 percent or greater.
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Lacking data on production by foreign industries, the authors assume that the change in foreign
production for each industry matches the change in California net exports for that industry, and
based on this assumption calculate a market transfer rate equal to the ratio of the change in
foreign production to the change in California production. To convert these rates into leakage
estimates, it would be necessary to have data on the marginal emissions intensity of foreign
production, which the authors admit are not available. In order to produce some leakage
numbers, the authors assume that foreign and California emissions intensities are the same.
As to leakage, the authors do state that “we use our elasticity estimates to calibrate upper bounds
on market transfer rates and associated leakage potential. The imprecision of our estimates
makes it difficult to estimate leakage potential for any particular industry with any degree of
precision.”

B.

Overview of the RFF Study

Employment and Output Leakage under California’s Cap-and-Trade Program, by Wayne Gray,
Joshua Linn, and Richard Morgenstern May 2016
Leakage occurs when production (and emissions) shifts from a regulated to a non-regulated
region. This is a consequence of a unilateral environmental regulation such as California’s capand-trade program, California’s Global Warming Solutions Act of 2006 (AB 32). The state
regulator, the California Air Resources Board (CARB) has developed an approach to protect
sectors at risk from leakage and is directed to take efforts to minimize leakage to the extent
feasible. In the Resources For the Future’s discussion paper, “Employment and Output Leakage
under California’s Cap-and-Trade Program,” hereafter referred as the “RFF paper,” the authors
Wayne Gray, Joshua Linn, and Richard Morgenstern provide analysis to help support CARB
with their objective.
The RFF paper uses a statistical model to examine the effects of energy prices on the
competitiveness of California plants compared with domestic competitors and emissions leakage
based on detailed plant-level data. The study sample is based on multiple sources. Output is
based on the NBER-CES Manufacturing Industry Database, value added is based on the Annual
Survey of Manufacturers (ASM) and Census of Manufacturers (CMF). Electricity and natural
gas prices are derived from US EIA and SEDS datasets. The authors rely on ASM, CMF, and
MECS to estimate energy and natural gas shares. Data for the control variables are also derived
from official statistics, e.g. U.S. Bureau of Economic Analysis (BEA) Input-Output tables,
Commodity Flow Survey (CFS), and others.
The study posits that the California’s cap-and-trade programs will raise energy prices in the
state’s manufacturing plants. The study assumes a compliance cost of $10/metric ton of carbon
dioxide equivalent (CO2) in California with no output-based updating and a no compliance cost
elsewhere. The plants will then respond to higher prices with consequences on production,
employment, and value-added. The authors develop a statistical model based on a generalization
of a Cobb-Douglas production function in which cost shares interact with the energy prices. The
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model formulation expresses output, employment and value-added as a function of the energy
prices of manufacturing plants in California, energy prices of its out-of-state competitors, and
controls variables to address other factors. This model is defined as the short-run model. The
authors also devise a long-run model to estimate the long-run impact of energy prices by
reformulating the short-run in which the outcome variables are represented as changes in fiveyear periods adjusted for the fixed effect and control variables. The short-run and the long-run
models are estimated by ordinary least squares (OLS) for a compliance cost of $10/metric ton of
carbon dioxide equivalent (CO2) to estimate “counterfactual” predicted values for output, value
added, and employment for each plant. These predicted values, plant by plant, are compared
with the “actual” predicted values obtained when using the original 2009 prices. The study
computes the aggregate change for each outcome for all California plants by industry, and
similarly for all non-California plants by industry to estimate the leakage.
The RFF study approach differs from other studies, in particular from the Aldy and Pizer study,
in several ways as per the authors. First, the analysis is conducted at the plant level, and the
model results are evaluated at the six-digit North American Industry Classification System
(NAICS) industry. Second, the study considers three different key metrics (output, employment,
and value added) for the analysis. The authors claim that “using multiple outcomes provides a
more complete picture of the implications of compliance costs in California.” Finally, the study
captures the effects of the Cap-and-Trade Program on energy prices inside California.
As per the study findings, the key two conclusions are: (i) an increase in California energy prices
relative to prices in nearby regions will raise production costs in energy-intensive industries
located in California and likely result in short-term (one year) losses in output, employment, and
value added for those industries; and (ii) the effects are smaller for the long run than the short run,
although the authors offer caution when interpreting these long-run results.
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IV.

COMMON ISSUES WITH THE LEAKAGE STUDIES
A.

Overview of Methodology

At a high level, these studies apply a common methodology. Each study develops a regression
that uses past economic data to relate changes in electricity and gas prices to changes in
economic activity. The studies compute elasticities that capture the responsiveness of domestic
production and trade flows to changes in relative energy prices. At the end of each study, the
authors use their elasticity estimates to compute the impacts on California industries of carbon
tax of $10/MT of CO2e. 3 They choose a carbon tax of $10/MT of CO2e because they believe that
carbon tax values in this range represent the range of changes in relative energy prices for their
data.
We find these studies share some common flaws in how they propose to make use of their
elasticity estimates and in the estimation of their elasticity values. The remainder of this section
discusses these common flaws.

B.

Problems with the Proposed Application of the Elasticity Values

1. Carbon Price Range
The carbon prices that compare to the energy price changes of these studies corresponds to a
price on CO2 ranging from about $10/MT CO2 to $20/MT CO2. The upper end of this range is
likely to be quite low compared with likely California allowance prices if California is to reduce
its GHG emissions to 40% below 1990 levels by 2030. 4 In our own analysis, we find prices on
CO2e several times these levels by 2030. The authors’ carbon price is even well below the
Federal Government’s estimates for the social cost of carbon. Therefore, the likely future price
of California’s allowances prices will likely greatly exceed relative energy prices upon which
these analyses are based. Furthermore, California’s allowance price is likely to increase over
time implying an exponentially growing forecast error as the emissions cap continues to tighten.
2. True Cost of California’s Climate Change Program (Complementary Measures)
California’s climate change policy includes both a cap-and-trade program and many
complementary measures. Therefore, the changes in California’s energy prices are a function
not only of the cap-and-trade program allowance price but also the complementary measures.
For example, electricity prices are affected by the allowance price as well as the state’s
3

The UCB study considers a $10 per metric ton of carbon price. The RFF study considers as $10 per metric ton of
carbon dioxide equivalent and simulates a higher compliance costs (up to $22 per metric ton of CO2) as a sensitivity
case.
4
On April 29, 2015, Governor Brown issued Executive Order B-30-15, which calls for California to reduce its
greenhouse gas emissions to 40% below 1990 levels by 2030. In addition, the California Senate drafted senate bill
32 (SB 32), which would require the state board to approve a statewide greenhouse gas emissions limit that is
equivalent to 40% below the 1990 level to be achieved by 2030.
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Renewable Portfolio Standard (RPS). Costs to industries are also affected by building efficiency
standards, which are also not captured in the regression analyses.
Because the complementary measures are not market based programs, their effect on energy
prices or cost of production in industry can only be determined by representing the programs
themselves in an appropriate industry or economy-wide model. Thus, one cannot use the energy
price elasticities from the regression analyses alone to estimate the full impacts of California’s
climate change policy on each sector.
3. Expectations (Energy Price Volatility vs. California Policy)
The regression analyses are built upon changes in relative energy prices. For UCB the change in
relative energy prices is driven by changes in U.S. natural gas prices over the period from 1993
to 2012. These prices were highly volatile in the entire period, and even in the later part of the
period when natural gas prices were falling, there was little confidence that they would not rise
again. Even in 2012, the U.S. Energy Information Administration was projecting that natural gas
prices would nearly double from the low levels they had reached at that point in time. 5
For the RFF study, the changes are based on the differences in California and rest of U.S. energy
prices. But California gas and electricity markets are well integrated with those in the West. 6
Thus, difference in energy prices between California and the rest of the U.S. are likely to be
transitory. On the other hand, the allowance prices and California’s GHG policies in general will
have a clear persistent effect on energy prices and production costs. Therefore, firms are likely
to have a much different reaction to these random fluctuations in energy prices than a persistent
change in costs. Thus, the historical results upon which the elasticity estimates are based are
unlikely to resemble how firms will behave to California’s GHG regulations.
4. Accounting for Long-Run Costs and Costs of Capital/Investment
The authors themselves caution against what their analysis says for long-run results. The UCB
authors mention that “An important caveat is that estimates are noisy and capture relatively
short-run impacts, “and the RFF authors are even more explicit in urging that their
counterintuitive long run results should not be used for policymaking purposes.
The reasons for the lack of significant long run results should be clear – the energy price data
came from a period of high volatility when determining whether a short run change would
5

U.S. Energy Information Administration, Annual Energy Outlook 2012.

6

Wholesale electricity and natural gas markets are integrated across the West and so retail industrial electricity and
natural gas rates are highly correlated, only differing by timing lags of wholesale prices being reflected in retail
rates, different embedded costs of resources, and regulatory-imposed cross-subsidies. Due to long-term multicollinearity of electricity and natural gas prices across states, it is doubtful the short-term changes in energy prices
will produce precise results as to the long-term effects of the carbon price. Transitory energy price spikes are
unlikely to significantly affect long-term firm production decisions.” [Sempra comments to ARB in 2012 3seu_commts_on_leakage-8_27_12.pdf]
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continue or be reversed was very difficult. This means that the standard practice of comparing
production levels in a given year to price changes in a prior year provides no information about
long run responses, since prices are likely to have moved up and down in the interim and could
well have reversed whatever change had been observed in the initial year.
5. Inability to Account for Potential Future Changes
The regression model is based on past market structure so it cannot account well for future
changes in market structure or changes in the marketplace. As one example, the regression
analysis cannot capture the effects of changes in the marketplace that could cause an industry
that is currently not trade exposed to become trade exposed. Specifically, the regression model
cannot anticipate the future implications of California’s shrinking demand for transportation
fuels and the pressure this would place on California refineries to sell product to markets outside
the state when the refining sector is put into the cap and trade system.
As another example, under a cap-and-trade program, there are potential impacts in other inputs
beyond energy prices. In particular, under a deep decarbonization regime, the energy system
could change dramatically resulting in a higher rental price of capital. These potential changes
are ignored by assuming a modest carbon price on direct emissions in the analysis. Furthermore,
the regression analysis ignores what such a change would do to emissions intensities and cost
factors for energy.

C.

Advantages of Using a General Equilibrium Approach

At a minimum, CGE model should be used to analyze leakage as a complementary approach.
Using a computable general equilibrium (CGE) model to estimate leakage risk for industries
would overcome a number of the shortcomings involved with a regression analysis in general
and with the regression analyses from the UCB and RFF studies in particular. The CGE model
structure can capture the effect of the following: command-and-control regulations, carbon
prices directly as opposed to indirectly through energy price changes, interactions among all
sectors, effects on capital markets, and effect of price changes well outside historical ranges.
Unlike the fixed relationships in a regression analysis, the general equilibrium approach can
represent the change in economic relationships over time. For example, the CGE model can
account for changing production and cost structures as markets evolve.
Furthermore, because of this lack of rigidity, the model results for the general equilibrium
approach are much more robust and therefore valid over a much larger range of results.
Specifically, the leakage results from a CGE model would be valid for a much wider range of
permit prices. Because the general equilibrium model can represent the entire economy and
major policies, it can account for the cap-and-trade program as well as the most important
complementary measures. Thus, the CGE model can capture most of the impacts on energy
prices and production costs brought about California’s greenhouse gas policy. This ability
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contrasts with the regression analyses that can only capture at best the effect of the cap-and-trade
program.
The CGE approach is also able to account for future expectations about California’s GHG
policies. Therefore, one could use the CGE approach to measure the effect of different proposed
Scoping Plans on leakage risk by industry. Such forward looking behavior cannot be captured in
a regression analysis as the relationships are based on historical relationships.
The UCB paper states that a shortcoming of the CGE approach is its inability to represent many
sectors. However, using various techniques and focusing the CGE analysis on a particular
dimension, one can analyze many sectors at once. There are many analyses that have developed
a CGE model to analyze at disaggregate sectoral level including at 6-digit product or commodity
level. 7 Others have developed CGE models to analyze impacts on over 10,000 types of
households. In NERA’s own analysis, we have assessed the economic impacts of various
policies on 25 sectors simultaneously. 8
Even the RFF authors recognize the importance of using CGE models to estimate leakage and
how they could at a minimum serve as a complementary approach:
“These CGE models have been useful in quantifying aggregate leakage rates as
well as important interaction effects across markets that only a general
equilibrium model can capture. A limitation of these models is their focus on
aggregate effects that obscures effects on individual industries. While
informative, this approach provides little to no differentiation among industries
with different energy intensities and elasticities with respect to energy prices.
Indeed, it is typical to make a common set of assumptions that yield a common
response across the entire manufacturing industry to a carbon-pricing policy. As
our analysis shows, this approach can underestimate the impacts on the more
energy intensive manufacturing industries. In this way, our work is a natural
complement to this literature.” 9

7

Birgit Meade, Jason H. Grant, and Anita Regmi, “Trade and Welfare Impacts of Partial Liberalization of U.S.
Sugar TRQs: The Application of a PE/GE Modeling Approach,” May 2010 used 34 HS6 sugar related products.
Justin Caron, “Estimating Carbon Leakage and the Efficiency of Border Adjustments in General Equilibrium - Does
Sectoral Aggregation Matter?” March 2012 modeled 51 industrial sectors represented in the MECS.
Jason H. Granta, Thomas W. Hertela, Thomas F. Rutherford, “Dairy TRQ Liberalization: Contrasting Bilateral and
Most Favored Nation Reform Options,” 2008 used 26 HS6-digit product lines comprising the dairy sector for the
analysis.
8
Macroeconomic Impacts of Federal Regulation of the Manufacturing Sector, Commissioned by Manufacturers
Alliance for Productivity and Innovation, NERA Economic Consulting, August 21, 2012.
9

RFF Paper.
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D.

Common Data Issues

1. Emission Sources Omitted
Both studies ignore non-CO2 process emissions, emissions from transportation, and emissions
associated with fuel gas. Therefore, the impacts on sectors such as fertilizer, lime, industrial
gases, and non-ferrous smelting are significantly understated because of their high share of nonCO2 process emissions. The emissions associated with any imports that displace California
produced goods for consumption in California are ignored. Thus, the effect of leakage is
understated to the extent that imported goods would incur additional emissions associated with
transportation.
The omission of consumption of other fuels (e.g. fuel-gas, petroleum coke, and fuel oil) in the
California refineries results in underestimating the energy intensity of the refineries. 10 The
sample data from both studies does not consider this as they only account for electricity and
natural gas usage. The California refineries are much more energy intensive than what is
reflected in the studies. The lack of proper energy accounting leads to understating the leakage
that would occur if output from California refineries were displaced by output from refineries
outside the state. This renders the current analyses in both studies to be inappropriate. 11
2. Sectors Not Modeled
The studies limit their analysis to manufacturing sectors included in NAICS codes 31 to 33. This
leaves out the sectors of agriculture, 12 mining, and upstream oil and gas that are affected by
AB32 regulations. The regulation of these sectors will have knock-on consequences for
California industries that use their products as feedstocks, in particular the California refining
industry. Moreover, applying to these sectors a formula or rule for determining trade exposure
estimated solely on the basis of data from other industries ignores the entire reason for doing the
study, which is to see whether there are systematic relationships between industry characteristics
and leakage that can be used to predict the effects of applying a carbon tax.
3. Omitted Variables
None of the studies control explicitly for factors other than energy price changes that could affect
production, imports, or exports of California industries. They also fail to address relations
among industries that could affect the same variables.
10

According to the U.S. EIA, electricity and natural gas consumption is about 40% of the total fuel consumed in the
California (PADD 5) refineries; while fuel-gas alone accounts accounted for about 48% in 2014,
(http://www.eia.gov/dnav/pet/pet_pnp_capfuel_dcu_r50_a.htm).

11

The majority of refineries in California use a small amount of purchased natural gas and less than 2% electricity
because of the heavy reliance on cogeneration. Moreover, natural gas prices are volatile in the dataset and hence
the analysis that relies heavily on natural gas impacts are less reliable as well.
12

Though agriculture sector emissions do not fall under the cap, this sector is affected by complementary measures
that address emissions from transportation fuels.
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By using data on a large number of 6-digit industries with heterogeneous characteristics, the
study risks confounding the effects of changes in specific markets on those industries with the
effects of changing energy prices. For example, crude oil prices varied widely over the period
but their effect on refining is not represented. Thus if crude oil prices were falling during a subperiod when natural gas prices were rising, the regression analysis might conclude that refinery
output was relatively insensitive to increases in the prices of natural gas and electricity. 13
Likewise, ignoring industry interactions means that an increase in output in one industry caused
by events that reduce output of an industry producing substitutable goods will confound effects
of energy price increases.
4. Misspecification of Models
More broadly, using a smooth profit function to represent the response of every industry at best
obscures, and in the worst reverses, the insights that more detailed models of the actual processes
used in those industries. This is particularly true of the refining industry, in which production
and location decisions can be modeled in detail by use of available commercial models, and
which cannot be readily summarized by a single estimating equation.
The factors that affect production and trade for a given industry are not hard to describe in
principle, and are laid out clearly in the study of four food processing industries done by CalPoly
San Luis Obispo. Their model for estimating production impacts depends on just four
parameters, as shown in the slide below from their report 14:

13

It should also be noted that in California’s refinery output could be influenced by inflow and outflow of petroleum
products that are not directly correlated to the price of natural gas.

14

Production and Emissions Leakage from the Cap-and-Trade Program in California’s Food Processing Industries
Stephen F. Hamilton (Cal Poly Ethan Ligon (UC Berkeley) Aric Shafran (Cal Poly) Sofia Villas-Boas (UC
Berkeley)

Comment Overview

16

Navigate to Table of Contents

Figure 4: Supply, Demand and Market Share Parameters

The elasticity of market demand, the supply elasticity for the industry, and the share of
California production in the relevant market are sufficient to estimate both the market transfer
and the production impact of a cost increase.
The econometric models used in the UCB and RFF studies have to estimate all these elasticities
accurately in order to capture the differences among industries in their response to a carbon tax,
without any structural representation of the underlying markets.
The slide below shows how large the differences in response to compliance cost among these
four food processing industries turn out to be:
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Figure 5: Range of Impacts across Agricultural Industries from the CalPoly Paper

Comment Overview

18

Navigate to Table of Contents

V.

CRITIQUE OF INDIVIDUAL STUDIES
A.

Specific Comments Related to the UCB Study

The concept of using the experience of past periods in which energy prices changed significantly
to understand how industrial output, value added and employment respond to such changes is
sound only if it is possible to quantify and control for all the other factors that might have
contributed to past changes in industry performance.
Statistical correlations between past changes in energy prices and past changes in industrial
output, value added and employment provide valid estimates of how future changes in energy
prices will affect those variables only if:
•

It is possible to control for all the other factors that might have contributed to past
changes in industrial performance;

•

The statistical methodology provides unbiased and statistically significant estimates of
the parameters; and

•

Future price changes are in all relevant respects comparable to past price changes.

Moreover, any such use of historical experience must also assume that underlying markets,
institutions, policies and expectations present in the past remain unchanged in the future.
There are serious problems in each of these categories with the UCB study.
1. Past Changes in Average California Energy Prices Used in the Study are Not
Comparable to Future Increases in Energy Prices Due to AB32
Historical energy prices declined over time while carbon price if applied would be increasing
over time. The authors themselves caution: “… identifying variation in energy prices is not
perfectly isomorphic to the policy-induced change we wish to evaluate. One obvious difference
is that we observe a decline in domestic energy prices relative to foreign energy prices, while a
carbon policy would work in the opposite direction.” 15 Whether the response to price decreases
and price increases is symmetric is itself a thorny econometric issue in energy demand studies,
yet there is no test of this symmetry in the UCB study.
Carbon prices will affect gas and electric prices differently, and in particular, the effect on
electricity prices will depend on how much the carbon content of electricity is reduced in
response to AB32 programs. Combining gas and electric energy prices into a single “energy”
price makes the historical elasticity of response to “energy” price increases useless for estimating
the impact of a greenhouse gas allowance price, which will have different effects on gas and
electricity costs as well as demand in the future.
15

UCB Study pg. 29.
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Expectations of how prices would move in the future differ for mean-reverting volatile energy
prices and upward trending allowance prices, so that immediate responses to their introduction
will be different. If the change in gas prices was anticipated to be relatively brief, as it was
through 2012, there would be much less response than to an introductory allowance price that is
expected to ramp up as the greenhouse gas cap becomes more and more binding.
”On the empirical side, we use variation in energy prices generated by the shale gas boom in the
United States to estimate the relationships between relative energy prices.” 16 Shale gas effects
may or may not have similar effects on the energy prices as a carbon price.
2. Missing Data are Replaced with Irrelevant Proxies
Although a major purpose of the study is to estimate impacts of past energy price changes on
California imports and exports, the study has no data on California foreign imports or exports.
Lacking that data, all goods entering California ports are assumed to be purchased in California
and all goods leaving from California ports are assumed to have been produced in California.
The volumes moving through California ports clearly include goods destined for or coming from
inland states connected by rail or truck. Only if California’s imports and exports have exactly
the same composition as those from other states would this assumption number be valid; and
given California’s unique industrial makeup, that is not the case. Use of total California exports
and imports would inflate the numerator of the market transfer computation. The authors should
have made an effort to refine the data by using bilateral trade data between States to estimate
California imports and exports as the difference between foreign flows into California and flows
of the same goods out of California to other states, and the difference between flows out of
California to other countries and flows of the same good into California to other states.
Foreign average energy prices (between electricity and natural gas) are computed using
California’s average exports and imports volume. It would be much more accurate to use the
respective foreign countries’ energy use.
The market transfer computation is based on using a proxy for the change in international
production. Changes in the value of California’s imports and exports are used as a proxy for
international production changes. This is a critical assumption in the analysis and is a bold
assumption. Emission factors for foreign competitors are a weighted average of all countries, but
different goods have different bilateral trade flow patterns, and the average emission factors for
each good depend on the composition of trade partners.
An integral component to analyze leakage is the change in production in foreign markets. The
proxy for this metric is at best used to cover up data deficiencies and is not validated.

1616

UCB Report, pg. 11.
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3. Industries Producing Heterogeneous Goods are Treated as if They Produce
Homogeneous Goods
The model assumes goods that a particular industry sells in California are identical to those
California exports. 17 This is true for some industries, mainly raw material industries producing
bulk commodities, but even at the 6-digit level, firms in many downstream industries produce
heterogeneous products that cannot be treated as perfect substitutes. Assuming these goods are
perfect substitutes is a deviation from the reality, since even at the 6 digit level a heterogeneous
mixture of goods are produced by most industries downstream from raw materials production.
Further validation of this assumption of homogeneity is needed before applying the study’s
results in a policy setting.
Further to this point, a trade model with homogenous goods has the property that trade is
unidirectional, which by examination of the data it is not for all sectors considered. Therefore,
the homogeneous goods assumption is clearly false and introduces additional sources of error in
their regressions.
The regression model is predicated on a constant emission factor – that is on the assumption that
emissions per unit of output do not change when energy costs change. Using a varying
emissions factor would cause the output subsidy that neutralizes the carbon tax effect on output
to be endogenous. This limits the relevance of the market model proposed by the authors,
because if firms in an industry can substitute lower carbon for higher carbon energy sources or
invest in improving energy efficiency, the industry emission factors can change. Thus, no output
subsidy or allocation can be determined in advance from base case emission factors. Nor can we
even estimate the change in California emissions without modeling the entire response of each
industry to energy prices.
The authors state: “The result summarized by Table 6 account for firms’ ability to re-optimize
production (i.e., fuel mix and allocation of production across regions) in response to relative
changes in energy prices.” 18 But if they did this, emission factors would have to be recomputed
in order to apply a $10 carbon tax to the industry, since the change in energy cost attributable to
a carbon tax depends on the fuel mix and amount of energy used per unit of output. Thus, the
calculations of even the output impacts of a $10 carbon tax are fatally flawed.
4. Analysis Does Not Control Adequately for Changes in Other Factors That Could
Have Caused Observed Changes in Industry Output
Although foreign energy prices are included in the analysis, no account appears to be taken of
changes in exchange rates or even in the landed prices of imported goods or FOB prices of
exports. The sudden slowdown in Asian economic growth and demand also occurred in this time
17

“This assumes that the firm produces identical goods for the domestic and exports markets, and therefore the cost
of production only depends on their sum.” UCB Report, pg. 15.

18

UCB Report, pg. 31.
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frame. These changes could move imports and exports up or down and confound the effects of
energy price changes on imports and exports.
Likewise, the US economy went through drastic changes from 1993 to 2013, including a
financial crisis, large changes in interest rates, wide variation in oil prices, and changes in
financial and labor market regulations, that could well have heterogeneous effects on production
at the 6-digit industry level.
Since each of the 6-digit industries could be affected differently by these changes over time, it is
difficult to place any confidence in claims that the time-varying two-digit fixed effect variables
would “sweep out” their influence.
5. Simultaneous Equations Bias is Likely to be Present, Since Energy Prices Used to
Explain Output Changes are Themselves Affected by Random Shocks to Industry
Output
The authors state, “Prices and quantities are simultaneously determined.” 19 This simple fact
greatly complicates empirical tests for a causal effect of a regional emissions policy on trade
flows. In our case, we are interested in estimating how changes in relative energy prices (a
proxy for market-based climate change policy) affects trade patterns. Note that causal
relationships can run in both directions. For example, suppose economic growth abroad
increases demand for our exports. This increased demand could increase domestic
manufacturing output, increase industrial energy demand, and increase domestic energy prices.”
Aside from mentioning their fixed effects parameters, which address confounding variables
rather than endogeneity, UCB makes no effort to assess or correct for simultaneous equations
bias (e.g. by using instrumental variables, maximum likelihood estimators, 3 stage least squares,
etc.).
6. Use of Value of Output Rather than Real Output as the Dependent Variable
Makes it Impossible to Calculate a Proper Elasticity of Output with Respect to Price,
Since Their Variable is Price Times Real Output
Leakage is defined as the emission increase abroad divided by the emission decrease in the
regulated jurisdiction. UCB assumes that the emission factors are constant, so that they can
compute the emission increase by multiplying the domestic emission factor by the change in
California output and the overseas emission factor by the change in overseas output.
Since emissions are a function of physical output not value of output, the changes in prices that
are a component of the value of output confound any attempt to estimate what the change in
emissions in California might be.

19

Page 18.
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This problem cannot be fixed by measuring in constant 2010 dollars unless each observation is
deflated by an industry-specific deflator (as done by RFF). UCB’s approach creates major
statistical problems and makes all the estimates useless for predicting leakage, which depends on
emission factors that are only constant as ratios of emissions to real output, not as a ratio of
emissions to value of output.
7. Leakage Cannot be Calculated from the UCB Study
As the authors state, the lack of information on foreign emissions intensity makes it impossible
to reach any conclusions about leakage from their estimates of market transfer rates. Thus, there
is no basis for using these results to achieve the AB32 mandated goal of allocating subsidies to
minimize leakage. As the authors state, “If the marginal emissions intensity associated with
foreign production is higher (lower) than the domestic emissions intensity, our measure will
under (over) estimate the rate of emissions leakage.” 20 In other words, they have no way to rank
industries in order of likely leakage.
Even if foreign emission factors could be estimated, other deficiencies would make estimates of
leakage based on market transfer rates unreliable.
As per the authors, “we estimate the increase in foreign imports plus the reduction in domestic
exports (measured in dollar terms) associated with a dollar reduction in domestic production.
Recall that we cannot measure foreign production directly, so the sum of the change in imports
plus exports can be interpreted as an upper bound on the change in foreign production.” 21 The
authors make change in overseas output is equal to change in California net shipments create
another source of unknown error in calculating market transfer and leakage.
Leakage has to be calculated based on the future AB32 emission factor for each industry, after its
emissions per unit of output are reduced by cap-and-trade and complementary measures. No
basis for this calculation can be found in UCB study. Will differ for each industry and probably
firm. For all these reasons, the authors conclude that their industry level market transfer
estimates cannot be relied on:
•

“The imprecision of our estimates makes it difficult to estimate leakage potential for any
particular industry with any degree of precision.” 22

•

“Given the noisiness of these estimates, we cannot estimate the transfer rate for any given
industry with any degree of confidence.” 23

20

UCB Study, Page 30.

21

UCB Study, Page 39.

22

UCB Study, Page 7.
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UCB Study, Page 39.

Comment Overview

23

Navigate to Table of Contents
If the industry level market transfer estimates are unreliable, so are the leakage estimates by
industry that are based on those estimates. There is no way to infer from output or trade impacts
alone whether there is a large or small amount of leakage from an industry, since in addition to
output and import/export changes for the California industry it is necessary to know the emission
factor and change in output for foreign industries to calculate leakage.
Changes in output from foreign firms classified in the same industry are not the only source of
leakage for a carbon policy applied to a specific U.S. industry. For example, if a California
industry has a significant share of the global market and therefore AB32 causes an increase in the
world price for that industry, global demand for that good will fall but due to substitution of
global demand for other goods may rise. For example, if California tomatoes are a large share of
global supply, as mentioned by UCB, there will be a reduction in world tomato demand when
AB32 drives up California prices, but part of that reduction will be due to substitution of other
vegetables in global food purchases. Thus, the total production change overseas that must be
used in calculating leakage will equal the change in production of tomatoes worldwide plus the
change in production of substitutes for tomatoes.
Moreover, adding up the results from a single equation regression will not give an accurate
estimate of impacts on California output, imports or exports. That is because the overall trade
balance constraint is missing from any simulation that relies on a single equation for each
industry. For markets to be in balance, either capital flows or imports/exports from other
California industries must change when there is a change in any one industry’s imports or
exports. That is, a reduction in exports or increase in imports in one industry leads to an
increased deficit in the overall current account balance. This must be made up by an increase in
exports or decrease in imports in other industries or an increase in borrowing from outside the
state. And, since the UCB study uses only national data, there is no way to calculate what these
compensating changes would be.
The only way to deal with these multiple industry effects is by modeling the interactions among
all industries simultaneously and observing trade balance and capital flow constraints – that is by
using a multi-industry trade model that in its most comprehensive form will be a CGE model.
8. California Impacts Cannot be Calculated Accurately using US Total Output and
Average Prices
The UCB study estimates elasticities from energy price and industrial output data for the entire
U.S., and uses these nationwide elasticities to estimate the change in California industrial output,
value added and employment. It derives calculations of market transfer from these estimates of
output change. This procedure cannot yield accurate estimates of either industrial impacts or
leakage, as the authors admit, and the errors will vary from one industry to another.
For this procedure to yield accurate estimates, California industries individually and as a whole
would have to be identical to the national industry. A simple examination of the data shows this
is not the case:
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•

Output of California industries in the study range from 0.6% to 15.5% of the total
national output of the industry, according to IMPLAN data, implying also that the shares
of each industry in total California output differ from their shares of national output.

•

The authors also state: “The California subsample is less energy-intensive on average
than the full sample, despite California having higher domestic energy prices.”

Since the errors vary from industry to industry, the results will provide inaccurate rankings of
industries and are therefore likely to identify some relatively unaffected industries as being more
in need of assistance than more vulnerable industries.
The authors assume that “On the empirical side, we use variation in energy prices generated by
the shale gas boom in the United States to estimate the relationships between relative energy
prices.” However, shale gas effects may or may not have similar effects on the energy prices as a
carbon price. 24
Use of nationwide prices also introduces errors in the measurement of prices affecting California
industries for periods in which California prices moved differently from national prices. Since
price changes are used as explanatory variables, this leads to a problem of “errors in variables”
that the UCB study does not take into account in by giving corrected estimates of statistical
significance.
9. It is Impossible to Capture the Likely Response of Some Sectors with a Regression
Model Based on a Smooth and Continuous Profit Function
Only process models that capture the details of their specific production processes should be
used for some industries. In particular, for petroleum refining, the combination of low valueadded, sunk investments, process plus fuel use emissions and low cost national and international
transportation of products make it impossible to capture in a simple econometric model or
production function an accurate picture of the regional shifts in refinery activity likely to be
caused by California-only carbon policies. Furthermore, the process models can be used alone
for an approximation of leakage if they contain all competing refineries in the US and overseas,
as do several widely used commercial models, or they can be linked to CGE models to capture
more fully the interindustry and indirect effects of changes in fuel prices and refined product
production.

B.

Specific Comments Related to the RFF Study

1. The Study Premise that California Energy Prices Would Reduce Total National
Economic Activity is Not Necessarily an Accurate Assumption
The study at the outset makes a claim that “To the extent that an increase in California energy
prices would reduce total national economic activity for a specific industry, e.g., by decreasing
consumption or increasing imports, our simulation results understate the absolute decreases in
24

UCB Study, Page 11.
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California activity, but overstate emission leakage.” The analytical framework also assumes that
for a plant located outside California, the energy prices it faces do not change and the
competition behavior is completely driven by changes in the California prices. This is an
oversimplification, inaccurate, and misleading since it is a quantitative question. Based on the
national and California’s Input Output table for 2008, California’s energy-intensive industries
have a relatively small share of the total national manufacturing output value. 25 For example,
California’s chemical manufacturing industry is about only 1.3% of the total national chemical
manufacturing output value. Any changes in California’s energy prices could shift production
from California to the rest of the U.S. The amount of shift depends upon the trade elasticity of
the good or whether the traded good is homogenous or an imperfect substitute for the good in
other regions.
2. The Analysis is Rooted in Data That Are Incomplete, inconsistent, and Not
Reflective of Current or Future Outlook When the Policy Will Apply
It is not uncommon for a regression analysis based study to pool data from various sources that
may or may not have been generated consistently or may use data from different benchmark
years. The data sample required for the RFF study is constructed with a focus to use all available
data rather than to construct a dataset that is inherently consistent.
The study used Census of Manufactures (CMF) data from 1992-2007 from the U.S. Census
Bureau which does not include the most recent data that have been published by the Census
Bureau (date of access: 06-02-2016
https://www.census.gov/ces/dataproducts/economicdata.html). In addition, the Census Bureau
has also published data that are more recent for the Annual Survey of Manufactures (ASM) that
was not taken into account for generating the data sample. It is unclear from the RFF study if the
results would have changed if any if the sample included more recent data (date of access: 06-022016 http://www.census.gov/programs-surveys/asm/data/tables.html). The RFF study uses 1991
Manufacturing Energy Cost Survey (MECS) data to compute natural gas cost share for each
industry in the sample (page 9). These data are almost 20 years old. Moreover, the U.S. Energy
Information Administration (US EIA) has released MECS data for 2010. The RFF study
constructed electricity cost and natural gas cost shares for their regression analysis following the
approach outlined in Aldy and Pizer. However, Aldy and Pizer also computed contemporaneous
shares for their analysis that the RFF study omits.

25

NERA calculations based on IMPLAN 2010. California’s share of national output of the following energy-intensive
industries: Food Manufacturing (1.1%), Beverage and Tobacco Product Manufacturing (0.4%), Textile Mills (0.0%), Textile
Product Mills (0.0%), Apparel Manufacturing (0.2%), Leather and Allied Product Manufacturing (0.0%),Wood Product
Manufacturing (0.1%), Paper Manufacturing (0.2%),Printing and Related Support Activities (0.2%), Petroleum and Coal
Products Manufacturing (1.6%),Chemical Manufacturing (1.3%), Plastics and Rubber Products Manufacturing (0.2%),
Nonmetallic Mineral Product Manufacturing (0.2%), Primary Metal Manufacturing (0.2%), Fabricated Metal Product
Manufacturing (0.5%), Machinery Manufacturing (0.5%), Computer and Electronic Product Manufacturing (2.8%), Electrical
Equipment, Appliance, and Component Manufacturing (0.2%), Transportation Equipment Manufacturing (1.0%), Furniture and
Related Product Manufacturing (0.1%), and Miscellaneous Manufacturing (0.4%).
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A key driver for the elasticity computation is the electricity price. The RFF study computes the
plant-level electricity price as the ratio of expenditure to quantity purchased. The quantity of
purchased electricity will be less than the actual use for plants the self-generate some of their
electricity. If the RFF study only accounted for the purchased quantity and not the total quantity
in constructing their data, then the expenditure ratio is overestimated or the implied energy
intensity would be underestimated which will affect the leakage rate computation.
The RFF study models use distance between plants rather than the underlying cost structure of
the plants to determine which plants can compete with each other. The potential for competition
among plants is based on an arbitrary rule that includes plants only within a 250-mile or 500mile radius of each another. The randomness in defining competition, an important determinant
of leakage, arbitrarily excludes potential competitors. This assumption about which plants can
compete with each other may be valid for goods with low value to weight, but for high value to
weight or low cost bulk transportation (e.g. rail or water), one should assume a national or global
market. Using a distance formula to limit competition could narrow the set of competing firms
too much. The arbitrariness of the distance formulation assumption is reflected in the fact that
the study “results appear to be particularly insensitive to the distance used to define competing
plants” (page 19).
It is also unclear from the RFF study if the increase in energy prices assumed by a carbon price
of $10 per MT of CO2 is within the variation of energy price implied by the sample data.
Given the inconsistency, incompleteness, and arbitrary nature of some key assumptions the
results should be viewed with caution until the study include robustness of the assumed sample
data.
3. The Model Used for the Study is Not Based on an Optimizing Behavior of
Competing Plants Between Regulated and Unregulated Regions
The model specification for the RFF study is based on the general assumption of the authors that
a generalization of a Cobb-Douglas production function for all plants in all industries is a starting
point. The assumed production function does not provide any information about competition
between plants but only provides information about how inputs are combined to produce an
output or output metric in the case of this study. The Cobb-Douglas formulation contains only
interacted price and share variables that are not based on a profit maximizing model of a firm.
The study does not provide any discussion or indication of the goodness-of-fit for the
specification nor does it provide estimates of other region’s energy price elasticity estimates to
validate the Cobb-Douglas assumption in general.
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From the RFF study, it is unclear if the authors’ choice of the number of electricity and natural
gas groups are based on statistical inferences or an arbitrary selection criterion as the “fivegroups appear to sufficiently capture the cross-industry heterogeneity.” 26
4. The Control Variables in the Model Specification are Ad Hoc
The leakage rate invariably depends upon the relative price movement between California, the
international, and rest of the U.S. markets. The RFF study assumes industry-by-year interactions
to control for unobserved demand and supply shocks that proportionately affect all plants in the
same industry and year. However, the plant industry-by-year fixed effect could also pick up
domestic effects. The study is unclear how this fixed factor could simultaneously control for
domestic as well as international effects. In addition, the study is unclear if the fixed effects by
year remove all economic events (e.g., recession, California tax increases, and other
environmental regulations, etc.) that would affect output other than energy prices.
To relax the exogeneity assumption between the shocks to the factor markets and energy prices,
the authors include two control variables: (i) a labor costs index faced by nearby plants in the
same industry; and (ii) an index for the growth in demand for the plant’s products. If the nearby
plants were real competitors within a specific industry then the growth in one plant would have
impact on the other plant’s resource inputs including labor demand. Under such a condition,
these two control variables could be potentially confounding variables, which would bias the
estimates. The study does not provide adequate information to infer if the variables are
confounding or not.
5. Industry Rankings Diverge from Historical Experience
As a result of the biases and errors in specification and data described above, the rankings of
specific industries appear almost random. One industry, nitrogenous fertilizer, has had a long
history of expanding when natural gas price fall and shrinking almost to oblivion when they rise.
This is because bulk fertilizer is a homogenous commodity, globally traded and cheap to ship,
and almost its entire cost is based on natural gas prices. Yet the study lists this industry as barely
trade exposed.
The auto industry is also listed as highly vulnerable, yet its energy intensity is almost exactly at
the national average and demand for autos produced in the United States has never shown any
sensitivity to the cost of energy for vehicle manufacturing. It has instead been driven by
macroeconomic factors and oil prices that clearly are not controlled for adequately.
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The RFF Study, Page 12.
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6. The Results are Not Robust and Do Not Support the Model Specification to
Compute Leakage Rate
Based on the model specification, the results for the short-run and long-run show distinct
differences and for some sectors are even counter intuitive. The authors estimate positive
elasticities for some of the industries (e.g., paperboard box manufacturing, biologic product
manufacturing, and all other motor vehicle parts manufacturing) and do not provide reasons in
the study if these oddities are caused by poor data, incorrect model specification for these
industries, or other unforeseen reasons. The authors’ short-run results also suggest that large
variation exists in the outcomes for industries with very small energy cost shares when energy
prices change. In general, one would expect that for industries with a small energy cost share,
the effect on output would not be influenced by a small change in the input energy cost;
however, this is not the case in the RFF study. The authors claim that the large elasticities for
industries that have a large energy cost share “is consistent with expectations and supports the
validity of the modeling approach,” however they overlook the inconsistency in their results for
industries that have a small energy cost share.
For the long-run, the authors estimate much smaller elasticities than in the short-run. In most
cases, the output, employment, and value-added impacts are near zero or even positive. The
results further show that there is great uncertainty in the value-added impacts and in particular
for a single industry group (1-group) the value-added impact has a very large range. The authors
cite that “We also find some positive long-run responses, most notably for the bundle of five low
energy cost industries (L1), which contradicts our theory-based expectations. That bundle of
industries also shows a negative impact on employment and value added, which contrasts with
their positive impact on output” (page 18). The authors argue that the reason might be due to
little variation in energy prices and difficulty in modeling long-run responses. These reasons
raise important questions about the ability of the sample data to capture the proposed carbon
price changes or even the appropriateness of the method to look at long-run responses. The lack
of consistency in results, in particular at the industry level, leads the authors to suggest that
caution should be applied in “using the long-run results for individual industries.”
Discrepancies between the short-run and long-run results are also reflected in the correlation
between the short-run and long-run results. The authors believe that there should be high
positive correlation; however, the study results indicated negative correlations between the shortrun and long-run effects. If the industry-specific results are unreliable then the leakage rates
based on these results are also equally unreliable for use. The inconsistent and unintuitive results
suggest that either the data are unreliable or the base model specification does not have the
power to estimate the elasticities and hence the leakage effects.
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7. Given the lack of Robustness and Anomalies in the Results, the Estimates are Not
Ready for Policy Application
The anomalies in the modeling results suggest that they are not robust in several dimensions for
which the RFF authors have not provided detailed response or insight in their study. The authors
acknowledge that the simplicity of their model construct may not have captured nuances across
industries. The conclusions and the results from the study can only be used as an indicative
measure of impacts on output, employment, and value-added and hence should not be used for
policy application.
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VI.

CONCLUSIONS AND USE OF THE LEAKAGE STUDIES

These studies are good econometric research into the relationships between changes in past
energy prices and changes in industry activity. However, following the authors’ caveats about
their analysis, one should exercise extreme caution in using the results of their research to predict
future leakage impacts. The data used to construct the regressions in the UCB and RFF studies
neither include any time in which a price on GHGs existed in California nor include times that
represent the impact that complementary measures are having today and forecasted to have in the
future. Furthermore given SB 350 and the decisions to reduce GHG emissions by 40 percent by
2030, the regulatory environment in California will surely differ greatly from the period in which
the data were collected and the change in energy prices will be far outside the range of the data
(and in the opposite direction of the energy price changes of the UCB study). Therefore, the
regression relationships are built on historical data that do not reflect the future.
An additional problem with applying the regression analysis to compute leakage effects involves
the fact that the AB 32 allowance price poorly reflects the full change in California energy prices
and changes in production costs for California industries relative to unregulated jurisdictions.
Today, California’s complementary measures have at least as much impact on production costs
as today’s allowance price. Therefore only using the allowance price to estimate changes in
production would be misguided as it would miss a substantial contribution of California’s
climate change program to the change in California energy prices and industry production costs.
ARB’s plan for how to use the two studies separately is also flawed. The CalPoly study lays out
the components of output elasticity clearly. It depends on the cost share of energy, supply
elasticity for the domestic firm and for the entire industry, market demand elasticity, and market
share (which determine the implicit elasticity for the domestic industry). Different goods will
have different markets, ranging from global to national to regional. Market demand elasticity
(see CalPoly study) may be orders of magnitude smaller than the elasticity faced by an individual
firm, depending on its market share and the homogeneity of the goods involved. Thus it is not
possible to separate energy intensity and trade effects, and both international and interstate
competition must be addressed simultaneously.
Lastly, the UCB paper authors’ own caveats about their data and results should give one pause in
using their results:
The imprecision of our estimates makes it difficult to estimate leakage potential
for any particular industry with any degree of precision. That said, looking across
industries, clear patterns emerge. Consistent with CARB’s policy, this study’s
leakage estimates are highest for those industries classified as “high” risk of
leakage (see Table 8-1 of the Cap-and-Trade Regulation) 27.
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The UCB paper, page 7.
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Overall, these results provide valuable insights into how a policy-induced
increase in domestic operating costs can result in emissions leakage via
international trade flows. Given available data, we are ineluctably limited in our
ability to isolate the effect of a California-specific policy on California-specific
imports and exports. Thus, our results are most accurately interpreted as
capturing the effect of a regulation that increases domestic energy costs on import
and export flows, respectively. These estimates are directly relevant to the
assessment of a California Cap-and-Trade Program for those industries in which
California producers comprise a majority of exports (or California manufacturers
demand the majority of imports of a manufacturing input) 28
The natural next step, from the perspective of a policy maker looking to assess
leakage risk and target leakage mitigation measures, is to translate these
responsiveness measures to corresponding measures of market transfer and
associated emissions leakage. However, pushing on to this next step amounts to
pushing up against the limits of available data. One complication is that
calibrating the measures of leakage risk implied by the theory requires dividing
one noisy estimate by another. Other caveats include the fact that we cannot
directly observe foreign production and instead employ an imperfect proxy. In
what follows, we describe a conceptually consistent, albeit noisy and caveated,
derivation of leakage risk measures. 29
Note that these industry-specific transfer rates are constructed as a ratio of our
imprecise elasticity estimates. A ratio of noisy numbers can be very noisy; our
industry-specific estimates of market transfer rates are sensitive to changes in
how the underlying estimating equations are specified. …Given the noisiness of
these estimates, we cannot estimate the transfer rate for any given industry with
any degree of confidence. 30
Industry-level results in the RFF study are too erratic to be used to determine energy intensity,
and they would exclude industries with high energy costs relative to margins and value added,
while including industries clearly no different from average. A number of industries are found to
have increases in output when energy prices increase, suggesting strongly that there are omitted
variables, simultaneous equation effects (due to induced changes in relative prices of substitute
goods not incorporated in the single-equation regressions), or just too little variation in
independent variables to produce significant results.
Therefore, it seems if researchers could accurately estimate the relationships that UCB and RFF
are trying to estimate, then they would be better measures, but the problem is that estimating
these relationships are challenging and the data are unavailable to provide a robust estimate that
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The UCB paper, page 7.
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The UCB paper, page 38.
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The UCB paper, page 39.
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can then be used to transcribe the impacts of AB 32 to leakage because of the range of the
changes in energy prices and the complementary measures.
In summary, the authors from both studies state how some of their data and hence their results
are highly uncertain. Because the researchers lack confidence in their results, regulators should
not develop thresholds from these. Rather if regulators want to use the regression analysis to
help inform their decision on how to address leakage, they should wait for researchers to develop
results for which they have greater confidence and recommend a rigorous peer review before
developing the thresholds. In addition to, or instead of, the regression analysis, we recommend
that regulators perform an analysis of leakage using a CGE modeling framework. This analysis
overcomes many of the flaws and shortcomings of the regression analysis. In addition, this
analysis could estimate leakage for sectors such as mining and upstream oil and gas that the
regression analyses omit. Representing these sectors explicitly in a CGE model would be far
superior to estimating leakage of these sectors based on estimates derived from other sectors.
The CGE analysis should include a number of scenarios in which the assumption about the
substitutability of goods produced inside and outside of California and the stringency of
California’s GHG policy are varied.
As a complement to the CGE analysis, specific process models should be used for some
industries, because the combination of low value-added, sunk investments, process plus fuel use
emissions and low cost national and international transportation of products make it impossible
to capture in a simple econometric model or production function an accurate picture of the
regional shifts likely to be caused by California-only carbon policies.
In conclusion, given the incompleteness of the data and the drawbacks identified in the approach,
we recommend a rigorous peer review of the studies and a well-suited alternative approach, a
CGE based analysis, to estimate leakage risk. The CGE analysis should include a number of
scenarios in which assumption about substitutability of goods produced inside and outside of
California and the stringency of California’s GHG policy are varied.
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Michael Shaw
Vice President, Government Relations

June 10, 2016
Mary Jane Coombs
California Air Resources Board
1001 I Street, 2nd Floor
Sacramento, California 95814
RE:

CMTA Comments on ARB Amendments to the Cap-and-Trade Program Regarding
Methodology to Determine Emissions Leakage Risk

Ms. Coombs,
The California Manufacturers & Technology Association (CMTA) respectfully submits the following
comments and attached report as our response to the Air Resources Board (ARB) May 18th workshop
regarding the Cap-and-Trade Amendments addressing emissions leakage assessment in 2018 and
beyond. The comments her and the attached report focus on
CMTA works to improve and enhance a strong business climate for California's 30,000 manufacturing,
processing and technology based companies. Since 1918, CMTA has worked with state government to
develop balanced laws, effective regulations and sound public policies to stimulate economic growth
and create new jobs while safeguarding the state's environmental resources. CMTA represents 400
businesses from the entire manufacturing community -- an economic sector that generates more than
$230 billion every year and employs more than 1.2 million Californians.
ARB and the contracted research parties began the process of these studies back in 2011 and 2012
under the direction of resolutions 11-32 and 12-33. While several years have gone by with much time
for the researchers and ARB staff to review and refine the research presented at the May 18th
workshop, the public has had less than a month to determine appropriate responses to the studies.
California Manufacturers & Technology Association (CMTA) contracted NERA Economic Consulting
(NERA) to review and comment on two of the studies (the UCB paper and the RFF paper) which
broadly cover most manufacturing. The comments in the NERA report focus on the adequacy of the
data, robustness of the results, and applicability of the approach to determine leakage risk for policy
application based on the information provided in the study papers.
I look forward to working with you on this and future climate change policy issues. Please do not
hesitate to contact me regarding this matter to answer any questions or concerns you may have.
Sincerely,

1115 Eleventh Street Sacramento CA 95814-3819
916-441-5420 fax 916-441-5449 www.cmta.net
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Praxair, Inc.
2430 Camino Ramon
Suite 310
Sam Ramon, CA 94583-5117
Direct line: (925) 866-6825
Fax: (925) 866-6899
armando_botello@praxair.com

Armando Botello
Vice President
West Region

June 10, 2016
Mary Jane Coombs
California Air Resources Board
1001 “I” Street
Sacramento, CA 95814
RE: Praxair Comments on ARB Leakage Risk Studies and 5/18 Workshop
Dear Ms. Coombs:
Praxair, Inc.1 (“Praxair”) provides the following comments on the May 18, 2016 California
Air Resources Board (“ARB”) Workshop to discuss emission leakage and modification of the
methodology for leakage prevention and allowance allocation to the industrial sector. The
analyses discussed at the May 18th workshop would fundamentally change how the ARB
addresses leakage risks. The analyses also appear to take a critical step towards improving the
accuracy of the leakage risks California industrial entities face as a result of carbon prices through
an assessment of domestic leakage. The new analyses are an important step in the design of a
post-2020 program, but we believe there is more work to be done in at least four areas before the
analyses should be integrated into the Cap-and-Trade Regulation. Praxair is very concerned that
stakeholders have not been afforded an opportunity to review the actual changes to the leakage
risk assessments prior to the release of the July 2016 rulemaking package. If these changes are
adopted at the September 2016 Board Hearing, there will be little opportunity to incorporate
substantive comments or improve the analyses before the regulatory changes take effect. In other
words, the ARB should not change the leakage risk assistance factors that will affect allocations
for the 2018 compliance year.

1

Praxair, Inc., a Fortune 300 company based in the U.S., is a leading industrial gas company in North and
South America and one of the largest worldwide. Praxair employs approximately 10,000 workers in more
than 500 facilities across the U.S. and has had over 60 years of sustained operations in California. The
company manufactures, sells, and distributes atmospheric, process and specialty gases, and highperformance surface coatings. Praxair’s products, services, and technologies bring productivity and
environmental benefits to a wide variety of industries, including aerospace, chemicals, food and beverage,
electronics, healthcare, manufacturing, metals, among others. Praxair’s commitment to Making the Planet
More Productive means offering solutions that support a strong, growing global economy and minimize
environmental impacts. As a result, Praxair has been consistently recognized for its commitments to safety,
diversity, and sustainability. In September 2015, Praxair was named to the Dow Jones Sustainability
Indices for 13th consecutive year. Praxair is the only U.S.-based company in the chemical sector to be
selected for the World Jones DJSI for this number of consecutive years.
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Instead, the regulatory amendments should be discussed throughout 2016 and 2017 and
there should be ample time for the ARB to work with individual sectors to address aspects of the
analysis that are unique to those sectors. As discussed in more detail below, Praxair has identified
at least three areas that merit further analysis. First, the domestic leakage risk should include a
broader geographic focus for certain products that are commonly shipped further than 500 miles
(e.g., liquefied hydrogen). Second, the ARB should analyze more than just sensitivity to changes
in energy costs. Certain products may be trade exposed due to process emissions associated with
their fuel stocks. Third, the ARB should provide additional assessments of allowance price
changes (i.e., not just a $10/MT allowance price) to better understand which industries and
products would experience a linear increase in leakage vs. an exponential increase in leakage.
Addressing these issues will create a more robust and accurate leakage assessment that accounts
the diversity in California’s industrial manufacturing sector.
DISCUSSION
1. Geographic Scope of Domestic Leakage Risk
The Domestic leakage risk analysis focused on a 500-mile radius. Praxair is concerned
that for many industries this radius will not accurately portray domestic leakage risks because the
assumption effectively limits the analysis to California’s neighboring states. We know that
California regularly competes with manufacturing in both the mid-west and the South. Liquefied
hydrogen is one such example. There is no domestic competition within a 500-mile radius of
California. However, outside of a 500-mile (i.e., between 500 miles and 2000 miles), Praxair
regularly competes with other liquefied hydrogen producers for both in-state and out-of-state
business. This is because the product is readily transportable across California’s borders. The
geographic scope of the domestic leakage risk analysis should therefore be broadened for certain
sectors that show little competition within the 500-mile radius. In doing so, the ARB will more
accurately account for the competition that sectors like liquefied hydrogen actually face and will
better address not only emissions leakage at out of state facilities, but the transportation emissions
associated with shipping products from out of state.
2. Process Based Emissions
The leakage risks analyses focused exclusively on the historic sensitivity of in-state
production to fluctuations in energy costs. While this is a useful benchmark for many energy
intensive sectors, there are certain sectors where a significant source of emissions is processbased. For example, the hydrogen liquefaction process (i.e. converting gaseous hydrogen to
liquefied hydrogen) is highly electricity-intensive, and also results in direct GHG emissions costs
through the processing of its fuel stock (natural gas). Praxair faces indirect compliance costs
associated with both the carbon obligation in the electricity sector, and the liquefaction process
also produces additional CO2 emissions on site. Additional processing steps are required to purify
liquefied hydrogen, which results in increased emissions. By solely accounting for changes in
electricity costs, the analyses will not fully reflect the sensitivity to changes in GHG costs. For
products like liquefied hydrogen, the ARB should provide some additional analysis of the process
based emissions.
2
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3. Allowance Price Assumptions
Both the international and domestic leakage risk analyses assumed a $10 allowance price,
which is below the current floor price and well below where allowance prices may ultimately be in
a post 2020 cap-and-trade program. The international and domestic leakage researchers indicated
that when they analyzed higher allowance prices, the results were “generally” linear, meaning that
as allowance prices increase, trade exposure risks would increase at a proportional rate. However,
as discussed at the May 18th workshop, stakeholders are concerned that many industries have
customers that are particularly sensitive to changes in product prices, and at certain allowance
prices, supply will be completely satisfied by out-of-state production. In other words, for certain
industries, the trade exposure risks may be exponential. This exponential trade risk was depicted
in the work of the Emissions Market Assessment Committee, Market Simulation Group.2 The
ARB should further evaluate which industries may face non-linear leakage risks and adjust the
outputs of the models to assume higher allowance prices for these industries.
CONCLUSION
Praxair appreciates the opportunity to provide these comments and supports the ARB’s
efforts to create more accurate leakage risk analyses. A robust assessment of leakage risks is
critical to the future program design and the assessments discussed at the May 18th workshop
make important improvements by creating a methodology for assessing domestic leakage risk.
The assessments also call for fundamental changes in how the ARB calculates leakage and the
ARB has yet to indicate how the analyses will affect individual leakage risk calculations. There is
a need for broader stakeholder input before the analyses should be incorporated into actual
regulatory changes. The ARB should not adopt revisions to the leakage risk classifications at the
September 2016 Board Hearing. Instead, the ARB should strive to account for the diversity of
California’s manufacturing sector by providing ample opportunity to bolster the leakage risk
analyses for individual sectors or products. Praxair looks forward to working with the ARB and
providing its unique insights as an industrial gas producer in California.
Sincerely,
/s/
Armando Botello
Vice President, West Region
Praxair, Inc.

2

See June 7, 2012 Meeting Presentation on Modeling Results, available at:
http://www.arb.ca.gov/cc/capandtrade/simulationgroup/6_7_2012/modeling.pdf
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Coalition for Sustainable Cement Manufacturing & Environment
1107 9th Street, Suite 930 | Sacramento, CA 95814 | (916) 447-9884

June 10, 2016

Ms. Mary Nichols
Chairman
California Air Resources Board
1001 “I” Street
Post Office Box 2815
Sacramento, California 95812
Subject: Comments on May 18, 2016 Public Workshop on Emissions Leakage Potential Studies
Dear Ms. Nichols:
The Coalition for Sustainable Cement Manufacturing and Environment (“CSCME”), a coalition of all five
cement manufacturers in California,1 provides these comments on the California Air Resources Board’s
(“CARB’s”) May 18, 2016 Public Workshop on Emissions Leakage Potential Studies.
Based on the data and information provided in the leakage studies and in CARB’s workshop
presentation, CSCME is unable to comment fully on the quality of the leakage studies, their relevance to
the California cement industry, and their utility to a transparent, robust, and valid classification
framework necessary to minimize the risk of leakage under AB 32. The data and information presented
in the studies and the workshop are incomplete and insufficient for this task. Accordingly, CSCME must
necessarily limit its comments to (1) a summary of several fundamental and immediate concerns based
solely on the information presented in the studies and the workshop and (2) an initial set of data and
information requests regarding the domestic and international leakage studies, and further reserves the
right to provide additional comments on CARB’s proposals.
CSCME looks forward to receiving additional data and information in response to its requests and to
providing substantially more detailed comments regarding the leakage studies and their proposed role
in addressing the California cement industry’s significant risk of leakage.

1

The Coalition includes CalPortland Company, Cemex, Inc., Lehigh Southwest Cement Company, Mitsubishi
Cement Corporation, and National Cement Company of California Inc. There are ten cement plants located in
California, eight of which are currently operating.
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A.

FUNDAMENTAL AND IMMEDIATE CONCERNS WITH THE LEAKAGE STUDIES

According to CARB, the leakage studies presented at the May 18, 2016 workshop “will inform staff’s
proposal for assessing leakage risk and updating assistance factors for allocation starting in the third
compliance period (vintage 2018 allowances).”2 CARB also indicated that it will be “{r}eplacing old
metrics with new metrics” developed in the studies.3 Based solely on the limited data available in the
studies and the limited time provided to review and analyze the studies, CSCME has fundamental and
immediate concerns with CARB’s approach, including:


CARB is proposing to replace two existing metrics (greenhouse gas (“GHG”) intensity and trade
exposure) that are transparent and independently verifiable with two new metrics (domestic value
added loss and international market transfer rate) that are neither transparent nor independently
verifiable. CSCME believes that any leakage classification framework must be based on data that is
transparent and can be independently verified by regulators, the regulated community, and other
interested parties.



CARB is proposing to issue revisions to the allowance allocation methodology in July 2016 for the
third compliance period based solely on the results of two studies that took five years to conduct
and were just released in May 2016. This timetable raises critical questions about whether CARB
staff and interested parties are being provided sufficient time to review the studies, ask clarifying
questions, understand the data sources and methodologies employed, consider the results, and
assess their value and application in the context of an allowance allocation framework.



According to CARB, these studies break new ground in existing research. Although CSCME applauds
CARB and the researchers for pushing the boundaries of existing research, it raises critical questions
about the robustness of the results and whether the conclusions will stand the test of time. CSCME
believes that, at a bare minimum, prudent policymaking should be based on analysis that has been
subjected to an objective peer review process, results that have been replicated by other research,
and conclusions that are relatively insensitive to assumptions, model specifications, and the range of
other decisions made by the individual researchers.



According to CARB, the proposed new metrics “more precisely measure leakage.”4 CARB’s
conclusion and its proposal to apply the results of the studies effectively ignore the studies’
limitations, as openly acknowledged by the studies’ authors. This is especially true with respect to
applying the results of the international leakage study and, in particular, the international transfer
rate. For instance, CARB proposes to use the international transfer rates as the basis of allowance
allocation decisions despite the extensive caveats offered by the authors of that study, including:

2

CARB Workshop Presentation, Cap-and-Trade Regulation 2016 Amendments: Public Workshop on Emissions
Leakage Potential Studies, May 18, 2016 (“CARB Workshop Presentation”), at 11.
3

CARB Workshop Presentation at 18.

4

CARB Workshop Presentation at 18.

2
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o

“The natural next step, from the perspective of a policy maker looking to assess leakage risk and
target leakage mitigation measures, is to translate these responsiveness measures to
corresponding measures of market transfer and associated emissions leakage. However,
pushing on to this next step amounts to pushing up against the limits of available data.”5

o

“One complication is that calibrating the measures of leakage risk implied by the theory requires
dividing one noisy estimate by another. Other caveats include the fact that we cannot directly
observe foreign production and instead employ an imperfect proxy. In what follows, we
describe a conceptually consistent, albeit noisy and caveated, derivation of leakage risk
measures.”6

o

“Given the noisiness of these estimates, we cannot estimate the transfer rate for any given
industry with any degree of confidence.”7

o

“A ratio of noisy numbers can be very noisy; our industry-specific estimates of market transfer
rates are sensitive to changes in how the underlying estimating equations are specified.”8

o

“Finally, we use our elasticity estimates to calibrate upper bounds on market transfer rates and
associated leakage potential. The imprecision of our estimates makes it difficult to estimate
leakage potential for any particular industry with any degree of precision. That said, looking
across industries, clear patterns emerge. Consistent with CARB’s policy, this study’s leakage
estimates are highest for those industries classified as ‘high’ risk of leakage[.]”9

CARB should avoid applying the results of the studies in a manner that ignores their known
limitations and goes beyond their practical utility.


In discussing the studies during the workshop, CARB offered the blanket assertion that their
proposed approach is “conservative” with respect to leakage risk.10 Although CSCME does not have
a view on whether this assertion is true for other industries, it is certainly not true for the California
cement industry. For instance, neither study fully considers the impact of process emissions, which
constitute the majority of GHG emissions in the California cement industry.11 As a result, the effects

5

Meredith Fowlie, Mar Reguant, and Stephen P. Ryan, “Measuring Leakage Risk,” May 2016 (“International
Leakage Report”), at 38 (emphasis added).
6

International Leakage Report at 38 (emphases added).

7

International Leakage Report at 39 (emphasis added).

8

International Leakage Report at 39 (emphasis added).

9

International Leakage Report at 7 (emphasis added).

10

CARB Workshop Presentation at 25.

11

The International Leakage Report casually considers the impact of process emissions in an ancillary analysis (see
Table 11), while the Domestic Leakage Report implicitly assumes that there is no compliance cost associated with
process emissions (see discussion at 16).
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of a given carbon price on the cement industry is likely to be at least twice as large as the primary
estimates presented in the studies. It is critical that process emissions be fully considered when
assessing an industry’s exposure to leakage.


The studies are based on historical relationships and observed outcomes. It is not clear that the
conditions that prevailed during the timeframes studied, which encompass an unprecedented
bursting of the housing bubble and severe economic recession, remain or will remain applicable to
the California cement industry, which is still wrestling with the remnants of a sluggish economic
recovery and operating in a global marketplace that is plagued by overcapacity. Accordingly, CARB
should be especially sensitive to the fact that past performance (i.e., “what has happened”) is not
necessarily a good predictor of future outcomes (i.e., “what will happen”), especially if the
underlying conditions of competition have substantially changed.



Both studies effectively assume that an industry’s response to a given decline in energy costs will be
similar to its response to an identical increase in carbon costs. However, an industry’s response
could be fundamentally different if decision makers believe that changes in operating costs are
more likely to be temporary (e.g., changes due to market-driven fluctuations in energy costs) as
opposed to permanent (e.g., changes due to a policy-driven increase in carbon costs). Neither study
appears to substantiate the critical assumption that the response to these fundamentally different
types of operating cost “shocks” is likely to be symmetrical.



Finally, regardless of whether CARB maintains the existing two metrics or substitutes them with
results from the studies, it will still be taking an exceptionally narrow view of the various factors that
contribute to leakage risk. CSCME recommends that CARB develop a more robust leakage
assessment framework that considers a wide range of factors, including:
o

an industry’s exposure to compliance costs;

o

an industry’s ability to reduce its exposure to compliance costs by the availability of
technologically feasible and cost effective abatement opportunities; and

o

an industry’s ability to pass through realized compliance costs, which is dictated by a range of
factors, including:


the substitutability of the product,



the price sensitivity of customers,



the contestability of the market, and

4

Comment Overview

Navigate to Table of Contents


B.

competitor incentives and behavior, which – for the cement industry – are characterized by
the capital-intensive nature of the industry and the existence of worldwide overcapacity in
the industry.12

PRELIMINARY QUESTIONS

CARB announced that it will propose updates to assistance factors in the initial regulatory change
proposal to be released in July 2016 and will present proposed changes to the Board at the September
2016 Board hearing. In order to facilitate the necessary transparency in the regulatory development
process and to enable CSCME to comment effectively, we provide the following requests to CARB for
data and information used in the leakage studies. CSCME requests this data and information as soon as
possible given the substantial scope and complexity of the leakage studies and the compressed
timeframe in which CARB plans to apply the results of the studies to change the methodology applied to
minimize the risk of leakage to the California cement industry.
Domestic Leakage Study (Gray et al.)
1.
Can you identify/confirm which table contains the data series that CARB intends to use to assess
“Domestic Value-Added Loss” (e.g., Table 5, Table A1, or some other table)?
2.

How is CARB planning to adjust the data to account for process emissions?

3.
How are coal prices considered in the analysis? To what extent are the results applicable to an
industry that primarily relies on coal (i.e., electricity and natural gas prices constitute a relatively small
share of energy and operating costs)?
International Leakage Study (Fowlie et al.)
1.
Figure 8 provides a heat map of international market transfer rates, but there does not appear
to be a table that reports the rate for each industry. Could you please provide that data by industry?
2.
Figure 8 uses energy intensity along the y-axis, but there does not appear to be a data table that
reports energy intensity for each industry. Could you please provide that data by industry?
3.
Figure 8 uses trade exposure along the x-axis, but there does not appear to be a data table that
reports trade exposure by industry. Could you please provide that data by industry?
4.
There does not appear to be a table in the study that reports production for each industry,
which makes it impossible to verify the calculation of the international market transfer rate. Could you
please provide that data by industry (similar to the data on exports and imports provided in Table 3)?

12

See CSCME’s “Comments Related to the Risk of Leakage in the Cement Sector” and Appendix submitted to CARB
on March 10, 2016 (see attached).
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5.
Table 3 does not appear to list the units for export and import value. Please identify the units or
confirm that the export and import value is specified in millions of dollars.
6.
Table 11 provides estimated impacts for certain industries with and without process emissions.
Could you please provide data on the process emissions used in those calculations, as well as the
source(s) for that data?
7.
CARB released an updated/revised version of the study, noting that “Revised International
Report updates Figure 8 and corrects miscellaneous typos.” However, we noticed that there were
additional industries added to the charts in Figure 7. Were there any other material revisions to the
paper?
8.
Tables 6 and 7 report statistical results for the pooled dataset across output, import, and export
values and a variety of specifications. Our understanding is that the industry-specific results were
estimated in a similar fashion.
a.

If our understanding is correct, could you please provide a similar table for the cement
industry, including coefficients, t-stats, R2, and number of observations for output,
imports, and exports?

b.

If our understanding is incorrect, could you please elaborate on the analytical process
and mechanics used to generate industry-specific estimates, as well as provide the
relevant statistics that support any degree of confidence in those estimates.

(Note: To the extent that providing industry-specific data may trigger a review regarding data
disclosure, we would appreciate a qualitative explanation of the estimation process for industryspecific results and/or the number of observations used in estimating results for the cement
industry.)
9.
The study does not appear to include an explicit statement regarding the data
timeframes. Based on various figures in the study (e.g., Figure 4), it appears that the dataset begins in
1997 and ends in 2012, but we could not find an explicit reference to the specific data timeframes in the
text of the study. Could you please provide the data timeframe used to estimate the industry-specific
elasticities?
10.
The note in Table 3 suggests that the table summarizes trade data for 2010-15. Why is the
import and export data represented in this table not from the same timeframe as that used to conduct
the analysis? In addition, could you please clarify whether the data in this table was used in the analysis
or is simply presented in Table 3 for illustrative purposes only?
11.
How are coal prices considered in the analysis? To what extent are the results applicable to an
industry that primarily relies on coal (i.e., electricity and natural gas prices constitute a relatively small
share of energy and operating costs)?
12.
Does the analysis use or consider demand elasticities in any fashion? If so, what was the
demand elasticity used for the cement industry?
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C.

CONCLUSION

As noted above, CSCME has fundamental and immediate concerns with CARB’s proposal to apply the
results of the leakage studies to revise the allocation methodology applicable to the cement industry.
CSCME also requests that CARB facilitate CSCME’s ability to comment effectively on the leakage study
and CARB’s proposal by providing additional data and information as highlighted in the above questions.
CSCME continues to look forward to working with CARB to achieve California’s climate change objectives
while minimizing the significant adverse effects of leakage on the California cement industry.

Sincerely yours,

John T. Bloom, Jr.
Chairman, Executive Committee, Coalition for Sustainable Cement Manufacturing & Environment
Vice President & Chief Economist, U.S. Operations, Cemex

CC:
Mr. Richard Corey, California Air Resources Board
Dr. Steven Cliff, California Air Resources Board
Ms. Rajinder Sahota, California Air Resources Board
Ms. Mary Jane Coombs, California Air Resources Board
Ms. Mihoyo Fuji, California Air Resources Board

29016526
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California League of Food Processors
Comments Submitted to the California Air Resources Board
Regarding Greenhouse Gas Emissions Leakage Studies and Potential Changes to
Emissions Allowance Allocations
June 10, 2016
Dear Chair Nichols:
The California League of Food Processors (CLFP) appreciates the opportunity to review and
comment on the three studies sponsored by the California Air Resources Board (CARB) regarding
potential emissions leakage due to the greenhouse gas (GHG) emissions cap-and-trade program.
Our intention in these comments is to help inform CARB policy regarding future GHG allowance
allocations with the goal of minimizing the potential harm to the California economy and avoid
simply shifting emissions to other jurisdictions. It is not entirely clear at this point whether all of
the emissions reductions commitments that have been made by other states and countries will be
met, and when, if ever, a U.S. national cap-and-trade program might commence. Consequently, the
decisions that CARB makes regarding emissions allocations will have a significant impact on the
ability of firms in this state to compete and therefore should be approached with the goal of
minimizing potential damage to California’s economy given the continued absence of a federal
program.
Background
Most food processors in California compete with companies in other states and countries. Tomato
processors compete with operations located in four other states and at least 18 other countries.
Cheese is produced in virtually every state, and in numerous countries around the world. Industrial
dehydrators’ main competition is almost entirely international.
Due to this level of competition, food is generally not considered a luxury item. As a result,
margins in the food processing business tend to be small. Even modest shifts in cost can affect
market share. The Cal Poly Study (Hamilton et.al.), through its sector specific analysis,
demonstrates this point.
Current Leakage Metrics Unfairly Prejudice Food Processors
Under the existing allowance allocation methodology for the cap-and-trade program, CARB
devised an emissions intensity and trade exposure metric that resulted in the food processing sector
being designated as “medium” leakage risk. CLFP had concerns about this classification scheme
from the onset as the estimation techniques employed were very crude. And the risk levels used to
specify emissions intensity and trade exposure were based on gross measures of competitiveness,
and arbitrary judgements about what constitutes high risk.
For example, under the current prescribed guidelines, a sector with a trade share metric of 19
percent would be designated as medium risk, while a sector with a 19.1 percent share would be
designated at high risk. This arbitrarily selected break point could just as easily have been justified
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at 15 percent or 22 percent. The trade share metric is a general measure of a sectors trade exposure
that does not capture all of the variables that affect the ability of a sector to compete in domestic or
international markets.
CLFP appreciates that food processors were granted a 100 percent Industry Assistance Factor for
the first two compliance periods. However, we believe that the initial analysis by CARB erred in
assigning a medium risk designation to food processors, and was gratified that CARB funded the
Cal Poly Study (Hamilton et.al.) to study this issue in more detail.
Food Processing Sector Study
In our review of the Cal Poly Study (Hamilton et.al.), CLFP believes that the research team did a
good job of quantifying market transfer rates and production leakage. The results demonstrate that,
without free emissions allocations, the impact of even modest carbon prices on the processing sector
would be significant.
But what might be the net impact on global emissions due to leakage of California food production
to other locations? In the case of processed tomato products, China is the worlds’ second-largest
producer and it is logical that production would likely shift to China and nations in the European
Union. Although CLFP does not have facility specific information, it is our general understanding
that a significant portion of Chinese industrial boilers and food processing equipment is coal-fired,
as is over 70 percent of utility electric generation in China. Regarding China, emissions ratio
comparisons will not be 1:1, being more likely to double or triple in comparison to current
California industrial efficiencies. Turkey and Iran are also significant producers of processed
tomato products, but CLFP does not currently possess dependable information regarding boiler fuel
in those nations. For cheese, much of the competition comes from other states such as Wisconsin,
New York, Minnesota, and Idaho.
In addition, there are dehydrated vegetable processors in the cap-and-trade program and the Cal
Poly Study (Hamilton et.al.) did not evaluate the leakage risk for that sector. California accounts
for a large share of U.S. production of dehydrated onions and garlic, but imports from China
increased greatly in recent years, the result being that several companies closed and the U.S.
imposed protective import duties to preserve the remaining California-based industries. Vegetable
dehydration is a very energy intensive business and there remains significant potential for leakage
to China, Egypt and other developing nations as a direct result of increased carbon compliance
costs.
Proposed Changes in CARB Methodology for Estimating Leakage Risk
During the May 18 workshop, CARB staff, citing these new leakage studies, proposed a
methodological framework for emissions leakage designation that alters assistance factors in the 3rd
compliance period. The proposed framework updates assistance factors for industries in California
by replacing old metrics with new metrics under the stated goal to “more precisely measure

2

Comment Overview

Navigate to Table of Contents

leakage”.1 Specifically, CARB seeks to replace: (i) the old “trade exposure” metric with a new
“international market transfer” metric; and (ii) the old “emissions intensity” metric with a new
“domestic value-added loss” metric.
The view is predicated, in part, on the belief that other nations and states will soon be enacting their
own climate change programs and, like California, imposing costs on their domestic industries. In
turn, CARB suggests that this will help level the playing field for California industries.
But this is merely an assumption, and a very heroic one in the near term. To date, only some
countries, and even fewer states, have shown any movement towards implementing their own
programs. It is a better bet to assume that much of the world will likely remain outside these
efforts, seeing substantially more benefit in allowing their domestic businesses to profit from lower
cost structures unencumbered by carbon pricing.
In formulating an assistance policy to prevent emissions leakage, it is important to better account
for trade patterns between California manufacturing industries and competing manufacturers in
other regions. Some plants that compete with California manufacturing industries are from other
regulated regions where emissions leakage is unlikely to be a significant concern (e.g., the European
Union and Canada), while other plants that compete with California industries are located in
unregulated regions where leakage potential is more substantial. More attention is needed on the
location of the main trade partners with each California manufacturing industry and the CO2
regulations (or lack of regulations) currently in place with these trade partners. For example,
leakage may be of limited concern for industries that trade mainly with EU countries, while leakage
risk may be considerable for industries that trade mainly with producers in countries without
climate change programs of their own.
As for California’s cap-and-trade regulation, whether or not the new metrics more precisely
measure leakage than the old metrics will depend on the relative precision of the old metrics versus
the new metrics. However, the data used in the leakage studies is largely confidential and not
available for public review, making it impossible to independently review the leakage models to
assess the robustness of the results to alternative specifications and potentially omitted variables.
Without the ability to fully examine the data and assess the validity of the estimated outcomes, there
is no way to confirm that the estimates provided by the studies are reliable as a basis for ARB
allowance allocations.
Short of allowing independent analysis to be conducted on the relative quality of the old and new
metrics, it becomes even more important to compare the implied leakage results from the contracted
studies to those obtained by existing leakage metrics. Will the use of the new metrics produce
results consistent with the results of the old metrics? As a matter of course, and in particular for capand-trade obligated entities, the policy should clearly state the advantages and disadvantages of
changing the leakage classification metrics to the proposed metrics.

1

http://www.arb.ca.gov/cc/capandtrade/meetings/20160518/staff-leakage-workshop-methodology.pdf
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In light of the need to obtain a professional assessment of the validity of the methodologies utilized
in both the Domestic study (Fowlie, et. al.) and the International study (RFF), CLFP engaged the
Brattle Group (Brattle) economist Armando Levy2. The findings contained in the Brattle Report,
incorporated into these comments by CLFP, discuss several potential disadvantages of the proposed
new metrics.
In essence, Brattle finds the new metrics being proposed are relatively imprecise, with high variance
around the estimates and sensitivity of the results to the model specification used to estimate the
parameters of interest.3 Moreover, the data and variables employed by both studies do not seem to
be appropriate for obtaining estimates of the parameters necessary to measure market transfer and
emissions leakages (e.g., using value of shipments or value added as the outcome variable instead of
physical quantities).
Highlights from the Brattle Group Report:
1. Clarity should be provided on how CARB will address the error structure in the new leakage
metrics.
 Many of the estimated coefficients in the studies are statistically insignificant, and in some
cases the estimates are significant but with the wrong sign (i.e., positive effects of cost
increases on the value of shipments, seemingly implying “negative leakage”).
 The international leakage study provides plots of values at the 25th and 75th quantiles from
192 separate regression models, but does not provide a sense of the error structure around
these estimates.
 The domestic study fails to report confidence intervals around their leakage estimates for
individual industries.
 The empirical approach taken in each paper introduces a vastly larger error structure which
is entirely absent in the old metrics (energy intensity and trade exposure), and will require
clarification on how this error structure will be handled in formulating policy on allowance
allocations:
o Are leakage estimates to be taken as zero when the estimated coefficient from that
industry is significantly indistinguishable from zero?
o And what is the prescribed confidence level for making this determination?
o If a coefficient is large, but not significantly different from zero, how does CARB
intend to use this estimated value, as opposed to a smaller, but highly significant
coefficient?

2

Dr. Armando Levy, a Brattle principal, holds a PhD in Economics and a MS in Statistics from Berkeley, and has over 20
years of experience as an academic and economic consultant. Dr. Levy has conducted extensive research and provided
testimony involving the application of statistical and econometric techniques.
3
As discussed by Fowlie et al. (2016, p.7), using the estimated parameters to obtain measures of market transfer and
emissions leakage pushes up against the limits of the data, and the noisiness of the estimates prevents the estimation
of “leakage potential for any particular industry with any degree of precision.”
4
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2. How does CARB intend to use the Cal Poly Study for determining allowance allocations to the
food processing industry?
CARB allocated public funds to the Cal Poly Study (Hamilton et.al.), which met its stated goal of
measuring production leakage in four of the largest food processing industries in California. How
do these estimated leakage results fit in with the new metrics proposed by CARB for making
allowance allocations?
3. Most importantly, the Brattle Report indicates that changes in the total value of shipments is
an unreliable proxy for leakage. (see 1.C., page 6, Brattle)
The Brattle Group Report notes that the key unit of measurement for leakage is the quantity of
reduced production in California that is offset one-to-one by increased production in unregulated
regions. That is, leakage refers to changes in quantities produced. Both the domestic and
international study estimate the effect of changes in energy prices on the total value of shipment
(i.e., sales), which is the product of price times quantity in each market.
It is well-established in economics that sales can rise or fall with a change in quantity produced
depending on the elasticity of demand in the particular market. Specifically: (i) if demand is unitelastic, a decrease in regional production results in no change in sales; (ii) if demand is inelastic, a
decrease in production results in an increase in sales; and (iii) if demand is elastic, a decrease in
production results in a decrease in sales. Depending on differences in the underlying demand
conditions across industries, it is possible for two industries to have identical production leakage,
while the estimated effect of increased energy costs on the value of shipments is positive for one
industry and negative for the other. Therefore, use of the value of shipments as the outcome variable
in both studies is unreliable as the basis for measuring production leakage.
The Brattle Group Report finds that use of sales (total value of shipments) as the outcome variable
in both the Domestic and International studies to be an unreliable proxy for production and
emissions leakage. Brattle believes the same estimated effect on the value of shipments can be
associated with positive, negative, or zero leakage depending on the unobserved value of the
demand elasticity in each industry.
CLFP Recommendations
The food processing industry in California generates nearly 200,000 jobs, $25 billion in value added
to the economy, and $8.2 billion in state and local tax revenue. Tomato, cheese, snack food, and
dehydrated vegetable processors are a large component of the industry and stand to incur substantial
compliance costs in the future as their allowance allocations decline. There is just too much at stake
to base overarching regulation on studies that have not been vetted or peered reviewed.
Therefore, first and foremost, CLFP believes that food processors should be designated as a high
leakage risk sector by CARB. As demonstrated by the Cal Poly Study (Hamilton et.al.), even
modest carbon prices can induce significant leakage to other states or countries. Having a reliable
and stable supply of safe, high quality, and affordable food should be a public policy priority. That,
along with the important economic impact that food processors have in communities across the
5
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state, should be compelling enough reasons for CARB to designate food processors as high risk for
leakage.
Secondly, stakeholders have not been given enough time to thoroughly review and analyze these
very detailed technical studies. The accelerated timeline adopted by CARB staff provides
stakeholders very little time to respond to the changes in allowance allocations that will be
presented in draft form in July. Major state policy regulations, with significant economic
implications to a number of industries, will be forthcoming based on studies that have yet to be
properly vetted. CLFP urges CARB to extend the comment deadlines to allow for more review on
the studies and reflection on CARB’s new direction for assessing leakage risk.
Lastly, given the enormous reliance that CARB staff and Board will place on these studies in
formulating future policy, CLFP believes that a second workshop is necessary in order to
accommodate and adequately address the highly technical comments from stakeholders concerning
the robustness of the Domestic and International studies and their suitability as a basis for new
regulations.
CLFP looks forward to continued dialogue on this topic and will continue to provide information
about the impact of AB32 on the California food processing industry.
Respectfully,

JOHN LARREA
Director, Government Affairs
California League of Food Processors

6
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June 10, 2016

Dear Chair Nichols:
The California Air Resources Board (CARB) has proposed rules to minimize emissions leakage from
California business subject to California’s carbon cap-and-trade program. CARB has indicated that it
intends to rely on two studies it has sponsored to allocate subsidies for firms subject to emissions leakage
from within the state. I have been asked by the California League of Food Processors to examine the two
studies and provide my comments.
The California League of Food Processors represents the interests of the food processing industry before
the State Legislature and regulatory agencies (such as CARB). The 46 member firms produce a wide
range of food products including canned fruit and vegetables, cheese, dehydrated onions and garlic,
dried, and dehydrated fruits, nuts, and vegetables, olives and olive oil. 1
While the two CARB-sponsored studies appear to be good faith efforts to estimate emissions leakage,
they both rely on data that has not been made available to other researchers. Because the consequences
of misallocating allowances are onerous— granting windfalls to some industries while undermining the
competitiveness of other firms as well as undermining the effectiveness of climate change policy—it is
imperative that the basis for calculating the subsidies be the result of a vetted, peer-reviewed scientific
process. Neither of these studies has been rigorously vetted as would occur in a submission to an
academic peer-reviewed journal, and a review of the manuscripts shows that the studies provide
inadequate support for the calculation of leakage on an industry-by-industry basis. The rest of this
comment details my most prominent concerns.
The first study that CARB sponsored is a study by Meredith L. Fowlie, Mar Reguant and Stephen P.
Ryan from the University of California at Berkeley, Northwestern University and the University of
Texas at Austin respectively (the “International Study”). 2 This research estimates the amount of
international leakage from California to foreign competitors for 96 (6-digit NAICS) industries in
California. The second study authored by Wayne Grey, Joshua Linn and Richard Morgenstern from

1

For a list of member firms, see http://clfp.com/food-processors/. Members of the California League of Food
Processors supply premium quality fruit and vegetable products in the food and beverage processing sector,
California’s third largest manufacturing sector. Food and beverage processing in California accounts directly
for $25.2 billion in value added and 200,000 direct full- and part-time jobs (Sexton, Richard J., Josue MedellinAzuara and Tina L. Saitone, “The Economic Impact of Food and Beverage Processing in California and Its
Cities and Counties,” Report prepared for the California League of Food Processors, January 2015.)

2

Fowlie, M., Reguant, M., and Ryan, S.P. (2016) “Measuring Leakage Risk,” unpublished manuscript.
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Resources for the Future (the “Domestic Study”) estimates leakage from California to other U.S. states for
46 industries. 3 Both studies rely on the emergence of gas shale production in the U.S. as a sort of “natural
experiment” for the effects of an exogenous price effect on energy prices to identify the effects of a
California-only carbon tax on production.
Below, I list some issues with the two studies. I begin with issues that are common to both studies, and
then move to critiques that are individual to each study. As a general theme, both papers seek to model a
diverse set of industries in a “one-size-fits-all” approach, whereas a better economic analysis of each
individual industry would account for details related to the market structure, production costs and
demand conditions of that particular industry.

I. Critiques of Both Studies
A.

NEITHER STUDY CONTROLS FOR FORWARD CONTRACTS IN AGRICULTURAL MARKETS

Production at food processing facilities in California is generally arranged through forward contracting
with farmers in the raw product sector. For example, in the case of processing tomatoes, fields are
generally under contract on January 1 of each year with specific processors to provide harvest and
processing over the period late June through October. 4 As of January 2016, tomato processor contracts,
which either specify tonnage with derived acreage or acreage with derived tonnage, were reported to be
for 13.2 million tons (271,000 acres producing 48.7 tons per acre). 5
Table 1 shows intended and final contracted production for processing tomatoes over the period 19972016. Notice that virtually all production in each year is under contract by January 1 of that year.

3

Grey, W., Linn, J., and Morgenstern, R. (2016) “Employment and Output Leakage under California’s Cap-andTrade Program” Resources for the Future Discussion Paper 16-17.

4

Hartz, Tim, Gene Miyao, Jan Mickler, Michelle Lestrange, Scott Stoddard, Joe Nunez, and Brenna Aegerter,
“Processing Tomato Production in California,” UC Vegetable Research & Information Center, University of
California, Publication 7228: http://anrcatalog.ucanr.edu/pdf/7228.pdf.

5

United States Department of Agriculture, National Agricultural Statistics Service, “2016 California Processing
Tomato Report,” January 14, 2016:
https://www.nass.usda.gov/Statistics_by_State/California/Publications/Vegetables/201601ptom.pdf
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TABLE 1. INTENDED AND FINAL
HARVESTED CONTRACTED PRODUCTION
Year

January 1

Final

Difference

Thousand tons
1997

9,600

9,242

-358

1998

10,000

8,846

-1,154

1999

11,500

11,990

490

2000

10,100

10,131

31

2001

8,900

8,564

-336

2002

10,500

10,806

306

2003

10,900

9,141

-1,759

2004

11,000

11,000

350

2005

10,300

9,440

-860

2006

11,600

10,024

-1,576

2007

12,000

11,965

-35

2008

11,800

11,691

-109

2009

13,300

13,148

14

2010

12,600

12,212

-388

2011

12,600

11,900

-700

2012

12,700

12,540

-160

2013

13,000

11,900

-1,100

2014

13,500

13,965

465

2015

15,000

14,361

-639

2016

13,200

(NA)

(NA)
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Source: USDA-NASS, 2016 California Processing Tomato Report

Processed tomato production reported to the U.S. Census each year, which is typically either tomato
paste or canned diced tomatoes, closely approximates final tonnage of harvested tomato production in
Table 1 after adjusting for the conversion of harvested tonnage to processed tonnage. Processed tomato
production in the U.S. Census data is determined by three elements: (1) initial contract tonnage on
January 1 of each year 6; (2) the difference between intended and final contracted tonnage; and (3)
conversion ratios to adjust tons of raw, harvested tomatoes into tons of processed tomato products. Initial
contracts are in place at the end of the prior year for reporting on January 1. The difference in intended
and final contracted production is largely determined by the difference between expected yield per acre
at the time of initial contracts on January 1 and actual yields per acre, which depend on realized weather
outcomes. Conversion ratios, which are approximately 6:1, reflect the loss of water and solids that are
removed in the act of applying heat and pressure to raw processing tomatoes. Not one of these three
features determining processed tomato output in a given year is explained by contemporaneous energy
prices in that year. Energy prices can affect the final price of processed tomato production, but not the
quantity produced.
Forward contracts are typical for all processed food products; thus, an empirical methodology that relies
on variation in contemporaneous energy prices to explain variation in food processing production levels
is conceptually unsound. Indeed, most models of agricultural production account for forward contracts
by estimating the supply of farm products as a function of lagged prices. 7 Because the supply of raw farm
products to food processing industries is determined by lagged prices, using contemporaneous energy
prices to predict contemporaneous output changes in food processing industries is unreliable as the basis
for estimating leakage in food processing industries.

B.

NEITHER STUDY ACCOUNTS
MARKETING ORDERS

FOR AGRICULTURAL POLICIES IMPLEMENTED BY

FEDERAL

AND

STATE

Most agricultural products procured by food processors in California are sold through marketing orders
that either directly set prices or indirectly establish prices through cooperative bargaining. 8 The manner

6

Calculation of a simple correlation from the figures in Table 1, show that contracted tonnage explains 93% of
the annual variation in final tonnage.

7

For a survey, see Just, Richard E. and Rulon D. Pope, “The Agricultural Producer: Theory and Statistical
Measurement,” Handbook of agricultural economics 1 (2001): 629-741.

8

California Marketing Orders are available at: https://www.cdfa.ca.gov/mkt/mkt/ordslaws.html
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in which agricultural products are produced and provided to food processors as raw material is
inconsistent with the empirical framework relied on by the International Study and the Domestic Study.
To see the nature of the bias introduced by the lack of attention to the behavior of agricultural
marketing orders, consider the dairy sector.
U.S. and state agricultural policy in the dairy industry distorts global trade and the allocation of raw milk
to food processing channels in the dairy sector in three ways: (1) by erecting import barriers and
applying export subsidies for various manufactured dairy products; (2) by regulating raw milk prices for
various end-uses in manufactured cheese, butter, and dry milk through federal and state marketing
orders; and (3) through government purchases of manufactured dairy products to support the farm price
of milk. 9
The use of trade barriers is an important feature of U.S. dairy policy. Import barriers allow the domestic
price of milk and dairy products in the U.S. to remain well above the prices in world markets. Import
barriers make import responses to energy prices unreliable as a method to measure international leakage
in the dairy industry. Moreover, since the 1980’s, the Dairy Export Incentive Program (DEIP) has
provided explicit price subsidies on U.S. exports of eligible dairy products, including milk powder,
butterfat, cheddar, mozzarella, Gouda, feta, cream, and processed American cheeses, which makes
export responses to energy prices unreliable as a method to measure international leakage in the dairy
industry.
Within the U.S., eleven federal marketing orders have regulated the sale of milk produced in the
country since January 2000. In addition, several states, including California, operate their own
independent marketing orders. Marketing orders rely on price discrimination to raise the average price
received by producers, setting minimum prices that processors must pay for Grade A milk according its
end-use. Federal marketing orders distinguish between four end-use “classes” (fluid products, soft and
frozen products, cheese, and butter / dry milk powder), while the California marketing order has five
classes: fluid products (Class 1), heavy cream, cottage cheese, and yogurt products (Class 2), ice cream
and frozen products (Class 3), butter and dry milk products (Class 4a) and cheese (Class 4b). California’s
milk marketing program adjusts relative prices for Class 2 and 3 milk prices bimonthly and Class 1, 4a,
and 4b prices monthly, altering relative prices according to administratively-set formulas rather than in
response to market forces in other industries that convey supply shocks in energy markets into
manufactured goods prices.
Across the 11 regional marketing orders and the California marketing order, the fluid differentials often
vary significantly across orders, altering price incentives on various end-uses of milk. For example, the
Federal support price for butter increased 27.9% (from $1.47/kg to $1.88/kg) in June 2001, while

9

Sumner, Daniel A. and Balagtas, Joseph V. (2002) “United States’ Agricultural Systems: An Overview of U.S.
Dairy Policy,” Encyclopedia of Dairy Sciences, Roginski, H., Furquay, J., Fox, P. eds., Elsevier Science Ltd.
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remaining support prices were left unchanged; 10 at the same time, the California support price for butter
and dry milk powder increased 5.2% (from $2.08/lb to $2.19/lb), while the support price for cheese
increased 4.8% (from $14.16/cwt to $14.82/cwt). 11 To the extent that the dairy price supports were
binding on prices over this period, the effect of this policy change would be to channel a greater share of
milk towards end-uses in butter and away from other processed end-products such as cheese at dairy
processing establishments outside California. Domestic shifts in dairy production between California
dairy processors and dairy processors in neighboring states and between different end-uses such as
butter and cheese are driven, in large part, by policy changes that have no connection to changes in
relative energy prices, making estimates of domestic leakage of dairy products in the International Study
and the Domestic Study that ignore this institutional feature unreliable. A similar story holds for sugar
and other agricultural products sold through marketing orders.
By failing to account for changes in price supports and other agricultural policies in the dairy industry,
CARB leakage studies introduce bias in the leakage analysis for food processing industries both in the
measurement of international leakage and domestic leakage.

C.

CHANGES IN THE TOTAL VALUE OF SHIPMENTS IS AN UNRELIABLE PROXY FOR LEAKAGE

Both the International Study and the Domestic Study are empirical analyses that estimate the
relationship of energy prices to sales (total value of shipments). 12 Changes in the value of shipments can
be positively related, negatively related, or entirely unrelated to production and emissions leakage,
depending on market demand conditions in a particular industry.
The effect of a decrease in production on sales depends on the elasticity of demand. For example, if
demand is unit-elastic, a decrease in regional production results in no change in sales. Conversely, a
decrease in production results in an increase in sales when demand is inelastic and a decrease in sales
when demand is elastic.
The two leakage studies confound changes in sales (total value of shipments) with changes in
production. Holding the level of production leakage fixed across industries, the estimated effect of
higher energy prices on the total value of shipments can be positive, negative, or zero in a given
industry, depending on the unobserved value of the demand elasticity in each industry. Therefore,
estimating the effect of energy prices on the total value of shipments across industries cannot possibly

10

Ibid.

11

California Department of Food and Agriculture: https://www.cdfa.ca.gov/dairy/prices_main.html .

12

The domestic leakage study refers to the outcome variable as “output”, but defines output as the total value of
shipments (Grey et al., 2016, p9).
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inform on production leakage across industries. Failing to account for demand relationships in the
individual industries when estimating the effect of energy prices on the total value of shipments will
produce biased leakage estimates.

D.

BOTH STUDIES RELY ON SIMPLE SPECIFICATIONS THAT MAY NOT BE IDENTIFIED

In both the domestic and international leakage studies, the total value of shipments for each industry is
measured in terms of production, imports and exports. To avoid confounding the estimate of the
marginal effect of energy prices on sales, certain controls are added to the analysis including industry
fixed effects, time fixed effects, a measure for the wage rate and capital intensity. The empirical
equations are so-called reduced form equations that are estimated by generalized least squares
regression.
A reduced form equation, which solves for the intersection of supply and demand, expresses the
observable outcome like price or quantity as a function of “exogenous” variables that are taken as given
and are not influenced by firms or consumers in the market. A reduced form equation is “identified” in a
statistical sense if they are derived from a unique pair of supply and demand equations. Because the
measures of leakage are related to quantity changes, the ability to link changes in energy prices to
changes in quantity is essential.
The exogenous variables are those outside influences the shift the supply and demand curves. For
example, changes in input prices shift the supply curve, while changes in the prices of complimentary or
competing goods shift the demand curve. Importantly, the valid cost shifters and demand shifters vary
by product market. For instance the price of eggplant may influence demand for tomatoes, but will not
influence demand for cement. Both the International Study and the Domestic Study studies employ a
one-size-fits-all approach that attempts to control for some common supply side factors like wages and
energy costs but ignore other cost factors particular to each industry and ignore the demand side
altogether. In contrast, the authors of the International Study recently published an analysis of the
Portland cement industry in which they took care to include demand shifters for that single industry
and fit a structural model rather than a reduced form specification. 13

13

See equation 14 and the related discussion: “The matrix Xmt includes demand shifters such as population and
economic indicators.” Fowlie, Reguant and Ryan (2015) “Market Based Emissions Regulation and Industry
Dynamics” Journal of Political Economy Vol. 124(1) 249-302. In an earlier study on the same industry, one of
the authors included more controls: “I estimate several specifications of the demand function, including
controls for housing permits, time trends and population.” See Ryan (2012) “The Costs of Environmental
Regulation in a Concentrated Industry” Econometrica Vol. 80(3)1019-1061.
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The International Study estimates equations of the following form: 14
𝑓

ln(𝑞𝑖𝑡 𝑝𝑖𝑡 ) = 𝛼0 + 𝑓�𝑝𝑖𝑡𝑑 , 𝑝𝑖𝑡 , 𝑋𝑖𝑡 ; 𝛽� + 𝛾 ln(𝑤𝑖𝑡 ) + ∅𝑖 + 𝜂𝑠𝑡 + 𝜀𝑖𝑡

This equation is identical to the one that appears in the International Study, except I have written the
“aggregate outcome” yit=qitpit explicitly as industry revenue (see the International Study for definitions of
the other variables). This is an unusual reduced form to estimate. For example, assuming simple linear
form for supply and demand would lead to a quadratic function of the exogenous variables in a revenue
reduced form such as the one specified above. 15 Without a listing of the 192 specifications the authors
considered, it is impossible to determine if any of the models are likely to be identified, that is consistent
with unique structural model. Furthermore, as I discussed above, with the use of forward contracts in
tomato processing the changes in revenue associated with changes in energy prices are likely to be
through prices and not quantity.
The Domestic Study estimates equations of the form: 16
𝐺
𝐸
𝐸
𝐺 𝐺
𝐸 𝐸
𝐸 𝐸
𝑠𝑗 ln�𝑝𝑖𝑗𝑡
� + 𝛽2𝑒
𝑠𝑗 ln�𝑝𝑅,𝑖𝑗𝑡
� + 𝛽1𝑔
𝑠𝑗 ln�𝑝𝑖𝑗𝑡
�
ln(𝑦𝑖𝑡 ) = 𝛽0 + 𝛽1𝑒
𝐺
𝐺
𝐺
𝐸
𝐸
𝐺 𝐺
𝐺
𝐺
𝐸
𝐸
ln�𝑝𝑖𝑗𝑡
� + 𝛾2𝑒
ln�𝑝𝑅,𝑖𝑗𝑡
� + ∆𝐸𝑒 𝑠𝑗𝐸
+ 𝛽2𝑒 𝑠𝑗 ln�𝑝𝑅,𝑖𝑗𝑡 � + 𝛾1𝑒 ln�𝑝𝑖𝑗𝑡 � + 𝛾2𝑒 ln�𝑝𝑅,𝑖𝑗𝑡 � + 𝛾1𝑒
+ ∆𝐺𝑒 𝑠𝑗𝐺 + 𝜇1 𝐿𝐶𝑂𝑆𝑇𝑖𝑗𝑡 + 𝜇2 𝐷𝐺𝑅𝑂𝑊𝑇𝐻𝑖𝑗𝑡 + 𝛿𝑗 + 𝛿𝑡 + 𝛿𝑟𝑡 + 𝛿𝑗𝑡 + 𝜀𝑖𝑗𝑡

In their specification yit is measured as quantity, value added or employment (see the Domestic Study for
definitions of the other variables). As in the case of the International Study, the reduced form does not
account for other cost factors other than labor costs (LCOST) and energy prices and does not account for
demand factors except through a “Demand Group Index” (DGROWTH) that is “based on a complex
calculation using multiple data sources”.

E.

GENERAL METHODOLOGICAL CONCERN ON OMITTED VARIABLE BIAS

Both the International and Domestic studies rely on time series variation in energy prices to measure
how different industries respond to changes in relative energy prices. Both studies encompass the period
of declining U.S. natural gas prices relative to the rest of the world over the last decade, as a significant
source of variation in global energy prices over this period is due to the U.S. shale gas boom.

14

See page 26, Fowlie, Reguant and Ryan (2016) (the International Study).

15

In particular, if demand were unit elastic, revenue would be invariant to price movements and the model
would not be identified.

16

See equation 2 of Grey, Linn and Morgenstern (2016) (the Domestic Study).

Comment Overview

Navigate to Table of Contents
June 10, 2016
Page 9

In general, a decrease in energy price in the U.S. relative to the rest of the world is likely to result in
increased exports from U.S. manufacturing plants and decreased imports to the U.S. in energy-intensive
industries. Within the U.S., the regions emanating the increase in exports flows will tend to be those
individual plants with excess capacity to increase production, which will cause changes in regional
domestic production to occur that are unrelated with relative changes in energy prices across domestic
regions. This creates measurement error in the Domestic Study, which relies on relatively small
variation in energy prices across regions, particularly for natural gas and does not control for differences
in natural gas prices in the U.S. relative to the rest of the world.
Omitted variable bias is a potentially important problem in both studies. Many alternative causes can
explain geographic shifts in production besides differences in energy prices across regions, including
weather, availability and prices of material inputs, trade policies such as subsidies, tariffs and other
barriers, and capital and labor market conditions. To the extent that these variables are correlated with
energy prices, failing to control for these industry-specific factors will lead to omitted variable bias in
the models. 17
In the domestic leakage study, the unit of observation in the study is plant-industry-year. The model
includes energy prices for individual plants (electricity and gas) and plants in neighboring states, fixed
effects for industry, year, census division-year, industry-year, as well as labor cost index and demand
growth index. The resulting estimates from the model will be biased if there are omitted variables that
are correlated with residuals of plant-level outcomes (value of shipments, value added, employment).
Some examples of omitted variables likely to introduce bias in the domestic leakage estimates include:
(1) Capital intensity of individual plants and plants in neighboring states.
(2) A labor cost index that includes cross-sectional variation in labor productivity across plants.
There is substantial cross-state variation in labor productivity, for example California has
considerably higher labor productivity than neighboring states.
(3) Federal or state policies that vary over time and across different products (and hence plants)
within a 6-digit NAICS industry (e.g., trade barriers, marketing orders).
(4) Changes in energy intensity across plants over time. Natural gas shares in the study are fixed
for all plants at levels reported in the 1991 survey of manufacturing energy costs, whereas
industrial energy use has changed dramatically over the last 25 years due to plant-specific
technology adaptation.
In the international leakage study, the unit of observation is industry-year (with industries defined at
the 6-digit NAICS level). The model includes domestic and foreign energy prices, incorporating 3-digit

17

The authors of the International Study concede this point (Fowlie et al., 2016, pp.27-28).
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NAICS fixed effects, year-sector (incorporating 2-digit NAICS) fixed effects, domestic wage, domestic
energy intensity and domestic capital intensity. The resulting estimates from the model will be biased if
the omitted variables are correlated with model residuals. The paper calculates four foreign energy
prices for each industry based on industry-specific trade partners: average electricity price for export
destinations, average electricity price for import origins, and corresponding indices for natural gas prices.
However, the study fails to incorporate similar controls for the following variables that are likely to
change within 6-digit NAICS industries over time (and are thus unaccounted for by fixed effects
currently included in the model):
(1) Real exchange rates. Celasun et al. (2014) illustrate the importance of adjusting for real
exchange rates and labor costs in similar settings, as discussed in Fowlie et al. (2016; p. 10).
(2) Trade policy, such as the average tariff structure for each industry, which is a factor
considered by Aldy and Pizer (2015).
(3) Foreign labor cost. The paper adjusts for “domestic wages”; however, as in the case of energy
prices, it is important to consider relative prices of domestic and foreign labor inputs.
(4) Foreign capital cost or intensity. The paper adjusts for “domestic capital intensity”; however,
it is important to account for the relative capital intensity of domestic and foreign industries.
(5) Foreign energy intensity. Similar to the comments above on labor and capital, it is important
to account for the relative energy intensity of domestic and foreign industries.
(6) Regional demand measures for the U.S. and the rest of the world. For example, differences in
trade flows over time can be driven by differences in global demand structure such as rising
incomes, as controlled by variables such as U.S. GDP and “foreign GDP”.

II. Specific Comments on the International Study
The basic empirical strategy is to use changes in domestic U.S. natural gas prices to predict changes in
import and export volumes between the U.S. and other countries. Specifically, the paper uses the recent,
sharp decline in U.S. natural gas prices relative to the rest of the world over the last decade due to the
shale gas boom in the U.S. to estimate how changes in domestic energy costs relative to the rest of the
world alter import and export flows for U.S. manufacturing industries at the 6-digit NAICS level. The
study measures the value of shipments in domestic production, domestic exports, and foreign imports by
industry using trade flows through California ports as a proxy for U.S. trade. I note that the international
Study is clearly and expansively written, so that it is transparent how the authors built their data and
analyzed it. For this reason, I have more detailed comments on their study than I do for the Domestic
Study which is (unfortunately) much more opaque.
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A.

USE OF INTERNATIONAL LEAKAGE ESTIMATES TO MAKE RELATIVE COMPARISONS OF INTERNATIONAL
LEAKAGE ACROSS INDUSTRIES FROM CALIFORNIA-SPECIFIC POLICY IS NOT APPROPRIATE.

As Fowlie, Reguant and Ryan (2016) observe, the proper interpretation of the results is the effect of
regulation that raises U.S. energy costs on import and export flows from the U.S. Applying these results
to California-specific policy results in an upper-bound on the projected impact of California-specific
policy according to the market share of output produced in California in each industry. For industries
with 100% of U.S. production in California, these estimates capture international leakage from
California-specific policy, while for industries with 1% of U.S. production in California, the upper bound
for leakage would be 100 times higher than expected, because 99% of the leakage estimated in the study
emanates from states other than California.
On page 28, the paper discusses how estimating impacts on trade flows could overestimate the degree of
market transfer. It should be possible to have a sense of how large this overestimation could be (even if it
is a back of the envelope calculation). An analysis of the possible determinants of the size of the
overestimation, and for which specific industries the overestimation is likely to be larger is appropriate.
Understanding how the study overestimates market transfer in specific industries is important for the
efficient application of California climate policy.

B.

THE

USE OF IMPORT AND EXPORT FLOWS FROM

CALIFORNIA

PORTS AS A PROXY FOR DOMESTIC

IMPORT AND EXPORT FLOWS INTRODUCES BIAS IN THE LEAKAGE ESTIMATES.

Conceptually, a decrease in U.S. energy prices relative to the rest of the world should increase exports
from U.S. ports and decrease imports to U.S. ports due to changes in domestic production costs that
selectively alters U.S. terms of trade in energy-intensive industries. The central basis for measuring
changes in U.S. terms of trade would be changes in total import and export volumes to and from the U.S.
The use of import and export flows from California ports is not an appropriate proxy for industryspecific changes in U.S. terms of trade for several reasons. First, relative to other domestic ports of entry,
California ports will tend to emphasize container cargo from Pacific Rim countries as opposed to air
freight. For example, the Port of Long Beach accounts for 1 in 3 loaded containers moving through
California and 1 in 5 loaded containers moving through the U.S., 18 which implies California ports
together account for 60% (=3/5) of loaded containers moving through the U.S. The proximity of
California seaports to container cargo emanating from the Pacific Rim will tend to emphasize trade with
industries: (1) shipping predominantly by loaded container as opposed to air freight (i.e., shelf-stable,

18

Port of Long Beach, “Facts at a Glance”: http://www.polb.com/about/facts.asp
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manufactured products with high weight to value ratios); and (2) industries that face trade pressure from
Pacific Rim countries (e.g., China) as opposed to container ships crossing the Atlantic Ocean from the
EU.
Second, imports and exports from California ports are not representative of overall U.S. trade patterns
and therefore bias the international leakage estimates. The recent decline in U.S. energy prices altered
relative prices of petroleum-based fuels in the U.S. These changes substantially affected transportation
costs for shipping manufactured goods in the U.S., particularly for contained cargo with high weight to
value ratios. Changes in energy prices alter not only the production of manufactured goods, but also the
quantity of goods transshipped across U.S. states by truck and rail to seawater ports. Constraining the
study to examining only imports and exports from California ports ignores changes in the pattern of
trade driven by changes in transportation rates between U.S. states. Shipments originating in other states
and delivered by rail to California ports would occur even if California had no manufacturing sector, and
the amount of imports and exports traveling through California ports from other states will be correlated
with energy prices. Failure to account for transshipment of goods from other states to California ports
makes the international leakage estimates unreliable.
Table 2 compares the value of California processed food sales as a share of U.S. sales with the value of
California processed food sales as a share of California exports. Notice that for some industries, for
example fruit and vegetable canning (NAICS 311421), the share of exports emanating from California is
roughly proportional to the share of production by California food processors relative to the U.S.,
whereas for other industries, for example animal (except poultry) slaughtering (NAICS 311611), the
export market share of California food processors is an order of magnitude greater than the market share
of California food processors in the total value of U.S. shipments. For some industries, California food
processing production as a share of total U.S. value of production is greater than the export share of
California food processing production, and in some case it is smaller. This will tend to introduce bias in
international leakage estimates applied to California-specific energy policy, because California exports
reflect a greater value of shipments originating in states outside California in some industries than in
others.
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Table 2. Comparison of Food Processing Industries by California share of U.S.
value of production and California share of U.S. exports.
NAICS
code

CA market
share of US
production1

CA share of
US exports2

311230 Breakfast cereal manufacturing

11.42%

8.00%

311421 Fruit and vegetable canning

24.70%

24.00%

311611 Animal (except poultry) slaughtering

3.73%

47.00%

311613 Rendering and meat byproduct processing

6.17%

12.00%

311615 Poultry processing

4.39%

9.00%

311911 Roasted nuts and peanut butter manufacturing

37.06%

30.00%

311919 Other snack food manufacturing

11.60%

25.00%

311999 All other miscellaneous food manufacturing

5.61%

32.00%

Source:

Industry

(1) 2012 Economic Census of the United States
(2) Fowlie, Reguant and Ryan (2016)

Third, both import and export data based on California-only ports of entry will tend to overemphasize
industries that trade predominantly with Pacific Rim countries, such as China, as opposed to other trade
partners such as the EU. This introduces measurement error in the empirical model when not correcting
for country-specific exchange rates. For example, if U.S. currency strengthens relative to the Yen, but
weakens relative to the Euro, export (import) flows to (from) the EU will increase (decrease), while the
opposite trade pattern would occur between the U.S. and Japan. Failing to account for regional exchange
rate variation introduces bias in the international leakage estimates that cannot be absorbed by industry
and time specific fixed effects.

C.

FIXED

EFFECTS ARE INCLUDED AT THE

3-DIGIT

CONDUCTED AT THE 6-DIGIT NAICS LEVEL

NAICS LEVEL, WHILE THE LEAKAGE ANALYSIS IS

The unit of observation in the international leakage study is industry-year value of shipments at the 6digit NAICS level. The model includes domestic and foreign energy prices, 3-digit NAICS fixed effects,
year-sector (2-digit NAICS) fixed effects, domestic wage, domestic energy intensity, and domestic capital
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intensity. In such a model structure, estimation results will be biased if not controlling for omitted
variables correlated to industry energy prices and the outcomes (total value of domestic production, total
value of imports, total value of exports value added) that vary across 6-digit NAICS industries over time.
Given that many industry-specific features contributing to leakage are not formally controlled for in the
international study, it is important to include industry-fixed effects at the 6-digit NAICS level to absorb
industry-specific outcomes from variables omitted from the analysis. Instead, the international study
relies on fixed effects at the 3-digit NAICS level. Because the desired unit of observation in the
regressions is at the 6-digit level (and ideally would be at even higher levels), it would be preferable to
include industry fixed effects at the comparable 6-digit level. Doing so is important, because some
omitted variables could be constant over time at the 3-digit level, yet vary over time at the 6-digit level.
An important question is whether there exists in the data sufficient variation in energy costs to estimate
leakage after incorporating 6-digit NAICS fixed effects. If the answer is yes, estimates from such model
would be preferable. If the answer is no, then it is unclear how sufficient variance exists in the data to
estimate leakage.

D.

UNCLEAR SOURCE OF VARIATION IN ENERGY PRICES

After controlling for all the variables in the model and fixed effects, the key underlying assumption is
that the remaining variance in energy prices is exogenous. It is important to have an idea of where that
variance could be coming from. The paper mentions measurement and approximation error as a possible
source of variation in energy prices (p.28); what other examples of industry-specific, time varying
sources could be generating (exogenous) variation in energy prices? Specifically, after conditioning on
the variables included in the model and the fixed effects, what other sources could be generating
variation in the energy prices that is independent of the outcomes (total value of domestic production,
total value of imports, total value of exports value added)? Short of providing the necessary data for
independent researchers to ascertain where the variation in energy prices is coming from, it would help
to provide some specific examples of other factors that could be generating such (conditional) exogenous
variation and to present some auxiliary results to confirm this intuition. Energy price variation is being
exploited to estimate the parameters of interest, and thus it is important to have a better idea of where
the variance is coming from.

E.

MEASURES OF PRECISION ARE NEEDED ON ELASTICITY ESTIMATES

Table 9 shows elasticity estimates with respect to energy price by 6-digit NAICS industry and Table 10
relies on these estimates to calculate leakage at a $10 allowance price. To understand how reliable these
estimates are as the basis for policy, it is essential to provide some measure of the precision in which the
estimated elasticities in Table 9 are calculated. Since these elasticities come from considering a large
number of different specifications, the estimates lack straightforward interpretation in terms of
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precision. It is critical to have a measure of the variance or precision of these estimated numbers. Some
possibilities to consider:
(1) Calculate a standard error distribution by bootstrapping the whole procedure (i.e., estimating
the 192 specifications and calculating the elasticities for each bootstrap sample). This
procedure would allow indication to be provided in the table on which elasticities are
statistically different from zero and which are not.
(2) For each industry, show the 2.5th and 97.5th quantiles of the distribution of the elasticities
over the 192 specifications considered (or the 5th and 95th quantiles).
(3) For each industry, indicate the frequency in which the elasticities are negative (or positive for
the imports outcome) over the 192 specifications considered.
It would be a helpful diagnostic of the precision of elasticity estimates to provide a picture like Figure 7
(which simulates the impact of a $10 per metric Ton of CO2 Carbon Price) that shows the 2.5th and
97.5th quantiles (or the 5th and 95th quantiles) instead of the interquartile range.
Similarly, it would be helpful if Table 10—which contains the information from Figure 7—provided
analogous measures of precision as discussed in possibilities (1)-(3) above regarding Table 9.

III. Specific Comments on the Domestic Study
The basic empirical strategy in the domestic study is to use changes in relative domestic natural gas
prices to predict changes in the value of shipments (the “output” variable), value-added, and
employment between California plants and plants in other U.S. states. The paper uses energy prices for
individual U.S. plants (electricity and gas) and plants at various distances (250, 500, and 1,000 miles) to
estimate how changes in regional energy costs alter production levels at individual plants in the U.S.
manufacturing industries at the 6-digit NAICS level.

A.

LACK OF VARIATION IN NATURAL GAS PRICES ACROSS STATES

While the shale boom has produced a wedge between U.S. and domestic natural gas prices, natural gas
prices within the U.S. tend to move together. The domestic leakage study has lots of data points;
however, the variation in energy prices across states is much smaller than the variation in U.S. vs. rest of
the world energy prices.
Figure 1 illustrates that the regional natural gas prices used in the domestic leakage study are highly
correlated. The lack of variation in relative energy prices across states enhances the omitted variable
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problem, making it more important to control for other factors such as regional changes in raw material
prices and the capacity of plants to expand following favorable changes in comparative advantage in
energy-intensive industries.
Figure 1: Real Gas prices for Industrial Customers

Source: EIA, as reported by Grey, Linn and Morgenstern (RFF Domestic Leakage Study) at the ARB Workshop on
May 18, 2016: http://www.arb.ca.gov/cc/capandtrade/meetings/20160518/rff-domestic-leakage-pres.pdf

After controlling for all the variables in the model and fixed effects, the key underlying assumption is
that the remaining variance in energy prices is exogenous. It is important to have an idea of where that
variance could be coming from. In other words, after conditioning on the variables included in the
model and all the fixed effects, it is important to know what could be generating variation in the energy
prices that is independent of the outcome (total value of shipments, value added, employment).
Examples of specific phenomena that are producing the identifying variation should be provided. The
variation in regional energy prices is the variation that is being exploited in the model to estimate the
parameters of interest, and thus it is important to have an idea of where it may be coming from. Given
the lack of substantial variation in energy prices across states that is evident in Figure 1, it is unclear
whether there is sufficient variance in the outcomes and energy prices after including all those fixed
effects and covariates. There is a need to document this, as there may be little variance left.
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B.

EVIDENCE IS NOT PROVIDED ON THE ROBUSTNESS OF THE MODEL ESTIMATES

The domestic leakage study includes no mention nor discussion on how standard errors are calculated.
Are they robust? Are they clustered? At what level? This issue is critical, because failing to use panelrobust or panel bootstrap standard errors can lead to greatly underestimated standard errors and thus
overestimated t-statistics, a problem that has been emphasized in the economics literature, (e.g.,
Bertrand et al., 2004; Cameron and Trivedi, 2005). 19
It is also important to check for the presence of outlier observations in the data. Typically this type of
panel data contains considerable outliers and it is well-known that models similar to the one used in this
paper can be severely affected by them (e.g., Harbaugh et al., 2002; Ederington et al., 2005; Fowlie et al.,
2016). 20 Further analysis is needed to implement common measures or approaches to detect outlier
observations (e.g., Belsley et al., 1980; Cook and Weisberg, 1982; Hadi, 1994). 21 To inform on the
robustness of model estimates to outliers in the data, it is common to present results after dropping
outlier observations, or employ robust regression methods for which the estimated results are not
appreciably affected by the presence of outliers (e.g., Belsley et al., 1980; Cook and Weisberg, 1982).
Robust standard errors should be calculated and reported for all estimated parameters.
Of particular concern, several elasticities are estimated to be positive, and in several cases these positive
values are statistically significant. For example, for gas prices in the short-run analysis (Table 2b), seven
industries have statistically positive elasticities for all three of the outcomes analyzed (output, value
added, employment), while eleven industries have statistically negative elasticities for all three
outcomes. This is a troublesome result, as it suggests the estimated correlation between gas prices and
the outcome variables may be simply spurious correlation due to omitted variable bias. This outcome
points to potentially serious flaws in the estimates from the econometric model.

19

Cameron, C. and P. Trivedi (2005). Microeconometrics: Methods and Applications. Cambridge University Press;
Bertrand, M., E. Duflo, and S. Mullainathan (2004), “How Much Should We Trust Differences-in-Differences
Estimates?” Quarterly Journal of Economics, 119, 249-275.

20

Harbaugh, W.T., Levinson, A., Wilson, D.M. (2002), “Re-Examining the Empirical Evidence for an Environmental
Kuznets Curve,” Review of Economics and Statistics, 84: 541–551; Ederington, J., A. Levinson, and J. Minier (2005),
“Footloose and Pollution-Free,” Review of Economics and Statistics 87(1), 92–99. Fowlie et al., International Leakage
Study.

21

Belsley, D.A., Kuh, E., Welsch, R.E. (1980). Regression diagnostics. New York: Wiley; Cook, R.D., Weisberg,
S. (1982) Residuals and Influence in Regression. New York and London: Chapman and Hall; Hadi, A. S. (1994),
“A Modification of a Method for the Detection of Outliers in Multivariate Samples,” Journal of the Royal
Statistical Society. Series B (Methodological), 393–396.
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A discussion should be provided as to why these particular industries could have positive elasticities. It
would help to have a measure of “variance” or uncertainty in the simulation results. To this end, a
bootstrap or Monte Carlo-type approach can be used to provide a sense of the uncertainty of the
simulation predictions.
Additionally, it would be helpful to examine the sensitivity of the results to the particular functional
form employed for the main estimation equation (the log-log form).

C.

LABOR COST INDEX

The labor index cost included in the domestic leakage study is an average of two values: (1) plants in
same state-industry as the plant; and (2) plants in neighboring states in the same industry. It would be
preferable to divide this variable into two, distinct indices: labor cost in own state-industry and labor
cost index in same industry in neighbor state. For the purpose of measuring leakage across state lines, it
is important to control for the relative difference in labor costs across state lines (for the same reason
that relative energy prices across states is important for leakage).

D.

THE

MODEL IS NOT APPROPRIATELY CALIBRATED TO MEASURE LEAKAGE FROM

CLIMATE CHANGE POLICY.

CALIFORNIA

The domestic leakage models estimated in equations (2) and (3) employ all plants in the US. Therefore,
the proper interpretation of the estimated elasticities of a given outcome with respect to the price of
energy are not in reality the elasticities for a representative plant in California, but rather the elasticities
for a representative plant in the US. Importantly, it is not clear a priori whether the estimated
parameters for the US provide a good estimate of the corresponding parameters for California. A superior
basis for predicting domestic leakage from California manufacturing industries is to estimate the models
(equations 2 and 3) using only observations from California.

E.

THE DISTANCE MEASURE BETWEEN PLANTS MAY NOT BE SUFFICIENT TO ACCOUNT FOR CHANGES IN
THE OUTCOME VARIABLES.

The distance between plants used to measure domestic leakage is not sufficient in many industries. For
example, in the processing tomato industry, virtually all U.S. output is processed in California, Ohio,
Indiana and Michigan, states further than 1,000 miles from California. Similarly, distances of 250 and
500 miles between plants is not sufficient to account for changes in food processor output for cheese, for
which the main competitors for California cheese producers are in Texas, Idaho and Wisconsin.
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Taking random samples of “1,000 plants from each state” does not seem to be an appropriate sample
design. It may be better to take a fixed percentage of plants from each state. States such as California may
have many plants, while other states may have only a few plants in a given industry.
The procedure to define neighboring plants should take into account whether or not the neighboring
plant is within the state. For example, for a given plant in California, a 250 mile radius may include only
other California plants.

Sincerely,

Armando Levy Ph.D.
Principal
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The	
  Climate	
  Change	
  Policy	
  Coalition	
  [CCPC]	
  is	
  a	
  diverse	
  group	
  representing	
  California’s	
  large	
  
and	
  small	
  employers,	
  cap-‐and-‐trade	
  regulated	
  entities,	
  taxpayer	
  groups,	
  agriculture	
  interests	
  
and	
  building	
  and	
  planning	
  experts.	
  	
  We	
  advocate	
  for	
  policies	
  to	
  reach	
  AB	
  32	
  greenhouse	
  gas	
  
[GHG]	
  emission	
  reduction	
  goals	
  in	
  a	
  cost-‐effective	
  and	
  technologically	
  feasible	
  manner	
  to	
  
protect	
  jobs	
  and	
  the	
  economy.	
  
	
  
Our	
  comments	
  today	
  are	
  in	
  response	
  to	
  –	
  and	
  to	
  meet	
  the	
  comment	
  deadline	
  -‐-‐	
  the	
  recently	
  
released	
  Leakage	
  Studies.	
  	
  CCPC	
  appreciates	
  the	
  work	
  completed	
  by	
  the	
  study	
  authors	
  and	
  
California	
  Air	
  Resources	
  Board	
  ARB	
  staff	
  [ARB]	
  in	
  developing	
  the	
  studies;	
  however	
  we	
  remain	
  
disappointed	
  our	
  request	
  to	
  extend	
  the	
  comment	
  deadline	
  was	
  not	
  granted.	
  	
  While	
  CCPC	
  
remains	
  compelled	
  to	
  stress	
  ARB	
  is	
  currently	
  limited	
  in	
  scope	
  by	
  the	
  language	
  held	
  in	
  AB	
  32	
  and	
  
has	
  not	
  received	
  legislative	
  authority	
  to	
  address	
  post-‐2020	
  emission	
  reductions	
  we	
  must	
  also	
  
participate	
  in	
  the	
  process	
  as	
  climate	
  change	
  policies	
  continue	
  to	
  be	
  developed.	
  	
  
	
  	
  
Although	
  we	
  have	
  been	
  assured	
  these	
  initial	
  comments	
  are	
  ‘informal’	
  and	
  stakeholders	
  can	
  
submit	
  comments	
  in	
  the	
  future,	
  the	
  purpose	
  of	
  comment	
  submissions	
  is	
  to	
  help	
  inform	
  staff	
  
and	
  the	
  ARB	
  Board	
  on	
  the	
  Leakage	
  Studies	
  outcomes	
  and	
  any	
  necessary	
  policy	
  changes.	
  	
  
Therefore,	
  taking	
  more	
  time	
  on	
  the	
  front	
  end	
  of	
  the	
  review	
  process	
  will	
  create	
  more	
  certainty	
  
for	
  all	
  stakeholders.	
  	
  
	
  
It	
  is	
  fair	
  to	
  note	
  that	
  the	
  researchers	
  had	
  over	
  2	
  years	
  to	
  complete	
  these	
  studies.	
  Providing	
  
stakeholders	
  less	
  than	
  a	
  month	
  to	
  review	
  them	
  seems	
  unfair	
  and	
  unduly	
  hasty.	
  We	
  take	
  very	
  
seriously	
  the	
  success	
  of	
  the	
  cap-‐and-‐trade	
  program	
  and	
  the	
  economic	
  impacts	
  of	
  business	
  
leakage.	
  	
  Too	
  great	
  a	
  reliance	
  on	
  these	
  initial	
  study	
  results,	
  without	
  extensive	
  and	
  thorough	
  
analysis	
  and	
  vetting,	
  may	
  hinder	
  important	
  necessary	
  policy	
  revisions	
  to	
  provide	
  vital	
  changes	
  
to	
  maintain	
  the	
  integrity	
  of	
  the	
  program.	
  	
  
	
  
-‐-‐	
  more	
  -‐-‐	
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This	
  ‘front	
  end’	
  review	
  will	
  allow	
  an	
  equitable	
  opportunity	
  to	
  analyze	
  and	
  understand	
  the	
  
findings,	
  analyze	
  the	
  available	
  data	
  and	
  the	
  methodologies	
  employed,	
  and	
  to	
  replicate	
  the	
  
findings,	
  if	
  possible,	
  where	
  necessary.	
  	
  This	
  type	
  of	
  opportunity	
  demonstrates	
  a	
  mutually	
  
collaborative	
  effort	
  to	
  ensure	
  the	
  cap-‐and-‐trade	
  program	
  is	
  working	
  as	
  it	
  was	
  designed	
  to	
  do.	
  	
  
	
  
Given	
  that	
  ARB	
  intends	
  to	
  use	
  the	
  findings	
  of	
  these	
  leakage	
  studies	
  to	
  inform	
  future	
  
amendments	
  to	
  the	
  cap-‐and-‐trade	
  regulation,	
  specifically	
  the	
  industry	
  assistance	
  factors	
  for	
  the	
  
third	
  compliance	
  period	
  and	
  leakage	
  risk	
  categories	
  going	
  forward,	
  it	
  is	
  critical	
  that	
  stakeholders	
  
have	
  the	
  opportunity	
  to	
  thoroughly	
  review	
  and	
  critique	
  the	
  work	
  of	
  the	
  contracted	
  entities.	
  
	
  
We	
  are	
  also	
  concerned	
  that	
  while	
  we	
  have	
  these	
  studies	
  for	
  comment	
  we	
  do	
  not	
  understand	
  
how	
  they	
  will	
  be	
  interpreted	
  by	
  ARB	
  to	
  modify	
  critical	
  elements	
  of	
  the	
  cap-‐and-‐trade	
  program.	
  
CCPC	
  represents	
  many	
  stakeholders	
  both	
  large	
  and	
  small	
  (we	
  also	
  represent	
  some	
  sectors	
  which	
  
were	
  not	
  studied)	
  that	
  will	
  be	
  impacted	
  if	
  significant	
  changes	
  are	
  made	
  to	
  ARB’s	
  industry	
  
assistance	
  factors.	
  Without	
  understanding	
  how	
  the	
  studies	
  will	
  be	
  used	
  and	
  which	
  elements	
  
ARB	
  will	
  rely	
  on	
  for	
  its	
  leakage	
  and	
  trade	
  exposure	
  policies	
  significantly	
  reduces	
  our	
  ability	
  to	
  
understand	
  the	
  significance	
  of	
  study	
  elements.	
  	
  
	
  
Additional	
  concerns	
  include	
  the	
  use	
  of	
  pre-‐recession	
  data	
  to	
  estimate	
  post-‐recession	
  impacts.	
  
The	
  Haas	
  study	
  prepared	
  for	
  ARB	
  in	
  2012	
  summarized	
  that	
  “Leakage	
  works	
  through	
  changes	
  in	
  
relative	
  production,	
  investment	
  and	
  trade	
  flows	
  which	
  are	
  observable	
  in	
  principle.”	
  We	
  are	
  
observing	
  them	
  now.	
  A	
  harsh	
  example	
  comes	
  from	
  the	
  California	
  Manufacturing	
  and	
  
Technology	
  Association’s	
  data	
  analysis	
  and	
  released	
  in	
  late	
  May	
  2016.	
  “Since	
  the	
  recession	
  
ended	
  in	
  2010,	
  California	
  has	
  failed	
  each	
  year	
  to	
  attract	
  more	
  than	
  two	
  percent	
  of	
  the	
  country’s	
  
manufacturing	
  investments.	
  The	
  sector’s	
  employment	
  has	
  also	
  lagged	
  the	
  US,	
  with	
  3.4	
  percent	
  
growth	
  in	
  California	
  compared	
  to	
  7.3	
  percent	
  nationally.	
  If	
  California	
  had	
  kept	
  pace	
  with	
  the	
  
nation	
  since	
  the	
  recession,	
  we	
  would	
  have	
  at	
  least	
  50,000	
  more	
  high	
  paying	
  manufacturing	
  jobs	
  
and	
  more	
  than	
  1,500	
  new	
  manufacturing	
  investments.”	
  
	
  
In	
  light	
  of	
  the	
  above	
  concerns,	
  CCPC	
  makes	
  the	
  following	
  recommendations:	
  
	
  

•

If	
  ARB	
  perseveres	
  with	
  post-‐2020	
  planning	
  (without	
  explicit	
  Legislative	
  direction)	
  it	
  ought	
  
to	
  inform	
  stakeholders	
  the	
  timeline	
  of	
  Leakage	
  Study	
  updates;	
  

•

Calendar	
  another	
  Leakage	
  Study	
  workshop	
  as	
  soon	
  as	
  practicable	
  following	
  the	
  close	
  of	
  
this	
  comment	
  period	
  so	
  stakeholders	
  may	
  present	
  peer	
  reviewed	
  conclusions	
  from	
  3rd	
  
party	
  economists	
  (supply	
  stakeholders	
  with	
  the	
  datasets	
  from	
  the	
  studies);	
  

	
  

	
  

-‐-‐	
  more	
  -‐-‐	
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• Use	
  the	
  additional	
  Leakage	
  Study	
  workshop	
  to	
  review	
  and	
  publicly	
  respond	
  to	
  
stakeholder	
  comments,	
  concerns	
  and	
  suggestions;	
  and,	
  	
  
	
  
• Appoint	
  additional	
  resources	
  to	
  review	
  the	
  Leakage	
  Studies	
  outcomes.	
  The	
  Economic	
  
and	
  Technology	
  Advancement	
  Advisory	
  Committee	
  is	
  in	
  AB	
  32	
  statute	
  [AB	
  32,	
  Part	
  7.	
  
Miscellaneous	
  Provisions	
  §38591	
  (d)]	
  and	
  could	
  be	
  used	
  as	
  a	
  vehicle	
  to	
  reconvene	
  a	
  
group	
  that	
  is	
  a	
  hybrid	
  of	
  ETAAC,	
  EMAC	
  and	
  MSG	
  to	
  inform	
  ARB	
  and	
  stakeholders.	
  
	
  
We	
  look	
  forward	
  to	
  working	
  with	
  you	
  on	
  this	
  and	
  future	
  climate	
  change	
  policy	
  issues.	
  Should	
  
you	
  have	
  any	
  questions	
  or	
  need	
  anything	
  further	
  please	
  do	
  not	
  hesitate	
  to	
  contact	
  Shelly	
  
Sullivan	
  at	
  (916)	
  858-‐8686.	
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Air Products and Chemicals, Inc.
7201 Hamilton Boulevard
Allentown, PA 18195-1501
Telephone (610) 481-4911

June 10, 2016
Ms. Mary Nichols – Chair, California Air Resources Board
1001 I Street
PO Box 2815
Sacramento, CA 95812
RE: Comments Regarding May 18th Emission Leakage Studies Workshop - Submitted
electronically to the “CTLEAKAGESTUDIES-WS”docket via:

http://www.arb.ca.gov/lispub/comm2/bcsubform.php?listname=ctleakagestudies-ws&comm_period=1

Dear Ms. Nichols:
Air Products is a global, Fortune 250 company that supplies atmospheric, process,
medical and specialty gases, specialty chemicals and process equipment serving a diverse
range of industries, including primary metals, refining, electronics, food and glass
sectors, as well as healthcare and many other general manufacturing industries. Air
Products has over 400 employees and 30 locations in California, including numerous
atmospheric gases (oxygen/nitrogen/argon) and hydrogen production facilities, electronic
specialty gases and materials production and electricity generating facilities. In addition,
Air Products has designed, installed, and supplies a fleet of hydrogen fueling stations
across California, facilitating the transition to carbon-free transportation.
Air Products welcomes the opportunity to submit comments regarding the greenhouse
gas emission leakage studies undertaken by ARB to inform future policy development
and regulatory changes for the cap and trade program. Over the course of the last several
years, Air Products has worked very constructively with ARB staff and are pleased with
the consideration given our concerns and recommendations. We look forward to a
continued working partnership with ARB staff to ensure the effective development of
future program changes.
SUMMARY COMMENTS:
1. Air Products supports continued direct allocation of allowances for prevention
of emission leakage and transition assistance for Energy Intensive/Trade
Exposed (EITE) industrial sectors.
2. Air Products supports the current structure of the industrial assistance
program, which has repeatedly committed to equitable treatment of all
producers.
3. Air Products does not support changes to the Industrial Assistance program in the
Third Compliance Period, but recommends any such changes be deferred to the post2020 period of the program.
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4. Air Products agrees that changes proposed in the leakage risk metrics will yield an
improved assessment of leakage risk.
DETAILED DISCUSSION of COMMENTS:
1. Air Products supports continued direct allocation of allowances for prevention
of emission leakage and transition assistance for Energy Intensive/Trade
Exposed (EITE) industrial sectors – Air Products strongly endorses continuation
of Industrial Assistance under the cap & trade program, particularly for those
industrial sectors with the highest levels of leakage risk. We agree that ARB
should use conservative approaches as the basis for leakage risk assessment;
using the short-term (versus long-term) domestic value-added loss values, and
assuming 100% of the loss estimate is attributed to increased production outside
of California.
2. Air Products supports the current structure of the industrial assistance
program, specifically as it relates to hydrogen production, where the existing rule
realizes the fundamental equity principles through:
a. Consistent Leakage Risk categorization of inherently-interconnected
industrial sectors (i.e. linking the Leakage Risk for “Industrial Gas –
Gaseous Hydrogen Production” and “Petroleum Refining”)
b. Consistent Product-Based benchmarks, regardless of ownership structure
of the production facility/process – “One Product – One Benchmark”
c. Differentiation between gaseous and liquid hydrogen as distinct products,
requiring distinct benchmarks
3. Air Products does not support changes to the Industrial Assistance program in
the Third Compliance Period, but recommends any such changes be deferred to
the post-2020 period of the program – CARB communicated the glide path of the
Industrial Assistance Factor early in the cap & trade program development
process and covered entities have factor the cost implications of this level of
Industrial Assistance support into their financial plans through 2020. Any
changes being considered should be effective post-2020. Suggestions that the
introduction of carbon pricing in other trading partner jurisdictions will (even
partially) equalize the effect of California’s carbon price as early as 2018 are
unrealistic. The example cited of implementation of the U.S. EPA Clean Power
Plan (CPP) in 2022 already reflects a post-2020 change and, based on current
litigation of the CPP, is even likely to be delayed beyond 2022. Additionally, the
CPP will only manifest itself through indirect emissions versus the large impact of
the current California cap & trade program on direct-emitting covered entities.
The second example cited of actions following the country-specific, voluntary
commitments made in the recently signed Paris Agreement are expected to take
many years to materialize in a meaningful way – certainly such impacts in major
West Coast trading partners like India and China will extend beyond 2020.
4. Air Products agrees that changes proposed in the leakage risk metrics will yield an
improved assessment of leakage risk – The inclusion of domestic leakage risk within the
trade exposure and emission intensity metrics is a more straightforward and
comprehensive approach. Air Products still cautions that ARB is correct in applying
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conservative applications of even these improved metrics, since the underlying data
sources (U.S. Economic Census Bureau, U.S. Census Bureau, and International Trade
Commission) that often blunt (even at 6-digit NAICS code levels there are often multiple
products included in the sector data) and inaccurate (little oversight and guidance is
provided in the underlying census surveys to ensure consistent boundaries and
interpretations in the responses) tools.
Air Products appreciates the diligent efforts by ARB staff and we stand ready to provide
further information to support board’s refinement of the cap and trade program. Please
feel free to contact me by phone (610-909-7313) or email adamskb@airproducts.com).
Respectfully,

Keith Adams, P.E.
Environmental Manager – Climate Change Programs
c: Eric Guter, Andrew Shoup, Peter Snyder, Raymond Bailey – Air Products
Mary Jane Coombs, Derek Nixon – California Air Resources Board
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Gerdau Steel, 12459 Arrow Route, Rancho Cucamonga, CA 91739
June 10, 2016
Ms. Mary Nichols
Chair
California Air Resources Board
1001 “I” Street
Post Office Box 2815
Sacramento, California 95812
Subject: Comments regarding Public Workshop on Emissions Leakage Potential Studies of May 18
2016
Dear Ms. Nichols,
Gerdau Steel operates the only steel melting facility in California supplying rebar and seismic rebar for
construction and infrastructure projects throughout the state. The steel commodities market is highly
energy intensive and subject to severe international and domestic competition.
Gerdau has been supportive of the ARB’s C&T program because ARB correctly identified leakage as an
unintended consequence and included leakage mitigation as a key component of the program design.
Although we have some concerns about the treatment of minimum energies required to produce each
product in the longer term, we believe the intent to provide transition assistance until our global
competitors are held to the same standards is appropriate and necessary. As such, we appreciate the
opportunity to comment on this critical topic and look forward to continued involvement.
ARB is basing its plan to modify both the methods by which leakage is determined and the assistance
factors assigned to various sectors on several recent studies. The complexity of the studies and short
time frame provided for comments, allow only a cursory evaluation of the data and its impact on
potential emissions leakage. We request more time for stakeholder engagement and proper caution
before implementing new leakage evaluation methodology that is largely untested. The study authors
frequently point to areas in which the data is incomplete or should not be used to extrapolate for
specific industries. It is essential that such an important topic, that could lead to lost jobs in California
and increased emissions globally, be considered carefully.
Emissions Leakage can result from any environmental related cost:
Although the EITE mitigation under consideration only applies to explicit carbon costs, several
“additional” costs have been imposed on California manufacturers that do not exist in competing
jurisdictions. Renewable Portfolio Standards, associated Transmissions Costs, Energy Storage mandates,
increased cost of ancillary services because e of intermittent resources and various subsidies all
contribute to the risk of emissions leakage. Additionally, delayed payment of EITE mitigation payments
and uncertainty around future mitigation methodology can contribute to economic uncertainty and
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emissions leakage. The market price for carbon would be much higher if all of these outcomes were
achieved through the carbon market instead of out of market policies.
Because mitigation for these “additional” costs is not currently available, it is essential that the leakage
risk associated with explicit carbon cost be fully considered and that modelling of leakage risk include
the marginal impact of explicit carbon costs on top of the already significantly elevated California
electricity price.
Emissions Leakage is already occurring:
California continues to import the majority of its rebar requirements from out of state. Despite growing
demand for rebar in the state of California since the financial crisis of 2008/2009, in state production of
rebar has stagnated in the face of growing imports from overseas and continued competition from
surrounding states and Mexico. Imports of rebar to the California ports have increased from 2% as
recently as 2012 to approximately 28% in 2015.
Imported Rebar contains significantly more emissions per ton:
The majority of steel imported to California from international sources comes from Asia and Mexico. The
emissions intensity of the energy mix of each country is approximately 3 times higher than California.

The primary domestic competition for rebar is from Utah and Arizona; coal heavy states with minimal
emissions regulations. Again, the emissions intensity of the energy mix is significantly higher than
California.

California is both a net importer of steel and a net exporter of scrap metal. A significant amount of the
steel imported to California was made with California sourced scrap metal. In the case of imports from
Asia, each ton of metal was shipped across the Pacific Ocean, twice. The emissions associated with this
transportation is significant. Higher transportation emissions exist for domestic imports to a lesser but
still significant degree.
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The study Measuring Leakage Risk correctly explains, “To convert these estimated market transfer rates
into emissions leakage rates, we would need an estimate of the ratio of marginal emissions intensities”
but notes that the data is difficult to gather and interpret; and would vary by industry. The study then
points out that, “If the marginal emissions intensity associated with foreign production is higher (lower)
than the domestic emissions intensity, our measure will under (over) estimate the rate of emissions
leakage.” In this case, conclusions absent the conversion to emissions leakage rates would clearly
understate the emissions leakage potential.
Long Term conclusions should be clarified before being relied upon:
The study Employment and Output Leakage under California’s Cap‐and‐Trade Program correctly urges
“caution when interpreting the industry‐specific long‐run results.”
Assumptions about the ability to implement energy efficient technology should be tested for the
availability of technically feasible and cost effective solutions; and the theoretical minimum energy
required for each industry. Gerdau strongly recommends that ARB include an analysis of the leakage
impact related to the “ask” of industry to reduce energy consumption below what is technically required
to actually produce the product.
Higher energy costs without technically feasible and cost effective solutions will lead to plant closures in
a world of constrained capital and global competition. Notably, the study’s “long‐run analysis
characterizes the effects of energy prices on employment, output, and value added at plants in our
sample that continue operating more than 5 years.” The authors conduct a separate plant closure
analysis reported qualitatively but not included in the long‐run analysis conclusions.
The study result of increases in output for some industries calls in to question the validity of the data set
for predicting long run impacts as noted by the authors.
Carbon cost assumptions and energy price impact should be clarified:
The carbon cost assumption used most prominently of $10 / ton is inappropriate to cover a period of
time in which the market price floor exceeds this value. Several forecasts of carbon prices, including
prices above $22/ton, should be included based on market forecasts of carbon cost over the coming
years with consideration for carbon market integration with Ontario.
The energy price impact of a given carbon price should be clarified. The Employment and Output
Leakage study states that a $10 / ton cost of carbon “translates to an electricity price increase of
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$.005525 / kilowatt hour” and later explains that a $22.62 / ton cost of carbon “translates to an
electricity price increase of $.001250.” Although this is likely a typo, the correct energy price impact
should be clarified and model assumptions should be rechecked.

Gerdau looks forward to continued participation in this process and strongly encourages allowing for
robust stakeholder engagement on this important topic.
Sincerely,

Sam Harper
Regional Energy Manager
214.463.9423
Gerdau Steel, 12459 Arrow Route, Rancho Cucamonga, CA 91739

CC:
Mr. Richard Corey, California Air Resources Board
Ms. Mary Jane Coombs, California Air Resources Board
Ms. Mihoyo Fuji, California Air Resources Board
Ms. Rajinder Sahota, California Air Resources Board
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Industrial Energy Consumers of America
The Voice of the Industrial Energy Consumers
1776 K Street, NW, Suite 720 • Washington, D.C. 20006
Telephone (202) 223-1420 • www.ieca-us.org

June 10, 2016
Ms. Mary Nichols
Chair
California Air Resources Board
1001 I Street
PO Box 2815
Sacramento, CA 95812
Dear Chair Nichols:
Re: Comments on the May 18 Public Workshop on Emissions Leakage Potential Studies
The Industrial Energy Consumers of America (IECA) provides the following comments on
California’s Air Resources Board (CARB) May 18 Public Workshop on Emissions Leakage Potential
Studies. IECA members are energy-intensive trade-exposed (EITE) companies from every sector
and the very stakeholders from which you seek comments. The studies are very important and
deserve a careful evaluation. We applaud CARB for their efforts to do research to reduce the
likelihood of emission leakage.
I.

INDUSTRIAL ENERGY CONSUMERS OF AMERICA

IECA is a nonpartisan association of leading energy-intensive trade-exposed manufacturing
companies with $1.0 trillion in annual sales, over 2,900 facilities nationwide, and with more than
1.6 million employees worldwide. It is an organization created to promote the interests of
manufacturing companies through advocacy and collaboration for which the availability, use
and cost of energy, power or feedstock play a significant role in their ability to compete in
domestic and world markets. IECA membership represents a diverse set of industries including:
chemical, plastics, steel, iron ore, aluminum, paper, food processing, fertilizer, insulation, glass,
industrial gases, pharmaceutical, building products, automotive, brewing, independent oil
refining, and cement.
II. KEY POINTS
a. More time needed to evaluate studies – consult with industry stakeholders for specific
sector input.
Given the importance of the studies to EITE industries, which have billions of dollars in existing
assets at risk, we urge CARB to provide more time for industry analysis and input. We also
encourage CARB to consult with stakeholders to enhance CARB staff understanding of sector
impacts prior to devising new industrial leakage policy.
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b. The studies are insufficient for changes to policymaking.
The studies used as the basis for this rule are not sufficient for decision-making leading to new
policy. IECA is concerned about switching from existing metrics that can be independently
verified and are transparent to new metrics that cannot. The two new metrics, domestic value
added loss and international market transfer rates, cannot be either independently verified nor
are they transparent.
c. The international market transfer conclusion, that over the long-run, domestic industries
“adjust over time,” is overly simplistic and not reality.
The referenced studies are incomplete, use outdated data, and are generally insufficient for the
task of supporting a change in policy. The studies appear to use constant allowance pricing and
U.S. average electricity pricing, both assumptions will underestimate the leakage impact.
According to the Energy Information Administration (IEA) 2014 data, the industrial California
electricity price at $12.40 cents per kilowatt hour is the fourth highest in the lower 48 states and
over 42 percent higher than the national average of $7.10 cents per kilowatt hour.
It is the combination of the carbon price that will go up in time, plus other cumulative costs that
will determine whether a company can continue to operate in California. However, the carbon
price can be the tipping point because foreign competitors do not incur the same cost, whereby
it is no longer economical to operate a facility. Plus, our competition is not static.
Leakage is already occurring today due to the costs of climate policy goals such as renewable
energy, associated transmission, and battery storage. Therefore leakage protection off-setting
carbon costs will only be partially effective. Ongoing delays in the actual leakage mitigation
payments to EITE customers and future uncertainty credit calculation methods will lead to
further leakage risk.
Please review Figure 1 which shows the relationship of higher natural gas prices to U.S.
manufacturing jobs. This chart clearly shows that industry did not adjust over time as is
postulated, and instead, shut down their facilities and moved the jobs elsewhere.
d. The most cost-effective way to reduce global GHG emissions is to produce more
manufacturing products in California and import less from China. California will also
benefit from increased high paying jobs.
If California desires to reduce global GHG emissions, the low-cost way is to support the
Californian manufacturing sector in order to increase the production of products that are
manufactured in California, and import less from China. Figure 1 illustrates this point by
comparing the carbon intensity of manufactured products of the U.S. versus China. In this case,
Chinese imported products emit four times more CO₂ emissions versus manufacturing in the
U.S. These figures do not include CO₂ related to overseas transportation or reflect California’s
high percentage of renewable generation. The U.S. manufacturing product trade deficit was
$627 billion in 2015 and 61 percent is with one country, China. The point is that increasing
production of U.S. products and reducing imports reduces global CO₂ emissions.
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For this reason, CARB should provide CO₂ allowances to companies that increase Californiabased production and that decreases imports from China or any higher emitting jurisdiction.

Country
U.S.
China

FIGURE 1: U.S. VS CHINA MANUFACTURING CO2 EMISSIONS – 2013
Manufacturing
Million Tonnes of
Manufacturing – Value
Industries and
CO₂/Manufacturing
Added ($Billions)
Construction (Million
Value Added
tonnes of CO₂)
1,943.8
422.1
0.22
2,856.9
2,813.1
0.98

Source: International Energy Agency (IEA), The World Bank, http://data.worldbank.org/indicator/NV.IND.MANF.CD

e. EITE electricity cost shifting impacts to California economy not considered.
EITE industries typically operate 24/7 providing critically important base load electricity demand.
If EITE industries move their facilities out of state or to a foreign country, the fixed electricity
costs that they are paying will be shifted to the remaining retail consumers of electricity,
thereby increasing their electricity rates. This cost shifting factor has not been considered in any
of the studies and is a significant additive public policy issue that should be overlaid on
California AB 32 policymaking.
f.

Include imported GHG emissions in California GHG inventory.

Addressing GHG reductions realistically cannot be achieved without considering imported GHG
emissions. California has not included in its inventory, the increased GHG emissions through
imported manufactured product. We believe these imported GHG emissions dwarf the
reductions achieved or will be achieved through AB32. To not do so is to ignore the sizable GHG
emissions that it is causing by not holding imported products to the same GHG standard as
California produced manufacturing products.
III. COMMENTS ON THE STUDIES
a. Study entitled “Energy Prices, Pass-Through, and Incidence in U.S. Manufacturing” 1
Of serious concern is that the study results are based on the Census of Manufacturers (CM) data
from 1972 to 1997, which is between 19 and 44 year old data. Too much has changed since then
to use data that old. Plant operation changes and access to our markets by foreign competition
are two key elements to mention among many. We urge this study to be redone using current
data.
However, IECA generally agrees with the paper’s conclusion that cost pass-through to
consumers is incomplete and instead manufacturing margins are reduced. The degree of passthrough that does or does not occur should be subject to a new study using up-to-date data. We
do not agree with the assessment of the cement industry.

1

“Energy Prices, Pass-Through, and Incidence in U.S. Manufacturing,” May 2016,
http://faculty.haas.berkeley.edu/rwalker/research/GanapatiShapiroWalker-PassThrough.pdf
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On page 28 it states, “Standard methods for studying tax incidence, especially with respect to
carbon taxes, assume perfect competition and complete pass-through.” The market in which
these industries compete is the most dynamic and competitive in the world, thus there is
perfect competition on price but imperfect competition on the cost to manufacture the product.
It is imperfect, if not for any other reason, because a significant portion of foreign competition is
heavily subsidized, 2 thus lowering their costs unfairly. Plus, the products from offshore do not
include a carbon price.
The paper does not address a key element, that as prices/costs go up with time, less and less of
the costs can be passed through and profit margins decline. Going forward, we can only assume
that AB 32 will increase carbon costs. It is a relative function, not linear. Many products have
competitive alternative products that are a substitute when certain prices/costs thresholds are
achieved. As a simplistic example, at certain price/cost thresholds, steel is displaced with
aluminum. Or steel is displaced with cement. Or plastic is displaced with paper, etc. Also, as
prices/costs rise, consumer behavior changes and they delay the purchase, or decide to not
purchase the product at all.
On page 4 it states, “Third, we estimate that a 1 dollar increase in marginal costs due to higher
energy prices translates in to a 70 cent increase in output prices for the average firm in our
sample.” This data set confirms that company margins decline over time because the energy
costs cannot be passed onto the consumer due to competition. The study does not address that
when energy costs rise, output volume can decline due to lost market share to foreign
competition. As volume declines and manufacturing facilities are operating at reduced rates, the
per unit operational costs increase, further reducing company margins. In other words, the
study does not consider the cost impacts of changes in operational efficiencies due to declining
volumes.
b. Study entitled “Measuring Leakage Risk” 3
On page 5 it states, “An increase in relative operating costs can, in turn, adversely impact the
ability of regulated firms to compete in a global market. If this shifts production outside the
regulated jurisdiction, any associated increase in emission can undermine the effectiveness of
regional policies.” We agree with this concluding statement. However on page 41 it states, “The
imprecision of our estimates makes it difficult to estimate leakage potential for any particular
industry with any degree of precision.” For this reason alone, the study should not be used.
Furthermore, the data used for foreign natural gas prices and foreign electricity prices has
changed significantly relative to the study inputs. In 2015, foreign natural gas prices have
plummeted along with crude oil prices. For example, prices of natural gas in Asia were roughly
$15/MMBtu and are now roughly $6/MMBtu. So the relationship of the U.S. to foreign cost
differences used in the study are no longer relevant.

2

“Subsidies and the China Price,” Harvard Business Review, https://hbr.org/2008/06/subsidies-and-thechina-price
3
“Measuring Leakage Risk,” May 2016, http://www.arb.ca.gov/cc/capandtrade/meetings/20160518/ucbintl-leakage.pdf
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IV. LESSONS LEARNED: AS NATURAL GAS PRICES INCREASED – MANUFACTURING JOBS AND
GHG LEAKAGE INCREASED
We urge CARB to examine a more near-term example of the relationship of higher energy costs
to GHG emissions and jobs leakage. Figure 2 illustrates what happened when natural gas prices
increased by over 200 percent from 1999 to 2008. According to the Census Bureau, over 50,000
U.S. manufacturing facilities were shut down and we lost over 5 million manufacturing direct
jobs, plus several million indirect jobs. Figure 3 illustrates that as US jobs increased, China jobs
increased.
FIGURE 2
“GHG Leakage Example: Direct Relationship Between Natural
Gas Prices and Jobs”
When natural gas prices increased 209.3% from 1999 to 2008 – jobs decreased

9

Manufacturing %mployment

18,000
17,000

8

16,000

7
6

15,000

5

14,000

4

13,000

3

12,000

2
1

11,000

0

10,000

3ource: %IA, Bureau of Labor 3tatistics

Manufacturing %mployment
(in thousands)

.atural Gas 0rices
(Dollars per Thousand Cubic Feet)

10

11

Comment Overview

Navigate
Page 6
Industrial Energy Consumers of America

to Table of Contents
FIGURE 3

Manufacturing Employment
EU-28

China

U.S.

45,000

EU-28: 16.9% decrease
China: 31.5% increase
U.S.: 21.6% decrease

40,000

Thousands

35,000
30,000
25,000
20,000
15,000
10,000
5,000
0
2000

2001

2002

2003

2004

2005 2006 2007 2008 2009

Source: International Labour Organization (ILO)

2010

2011

2012
17

As EITE stakeholders, we very much appreciate your efforts to focus on industrial leakage. We
urge you to move forward quickly to meet with each EITE industry as soon as possible to seek
their specific input. Leakage is occurring today. Thank you for taking the time to review our
comments.
Sincerely,
Paul N. Cicio
President
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June 10, 2016
California Air Resources Board
1001 I Street
Sacramento, CA 95814
The Glass Packaging Institute (GPI) is pleased to provide comments and to
emphasize the importance of the current “high-risk” classification for
the glass container manufacturing industry (NAICS 327213) in the
state’s Cap and Trade Program. Our response and request follow the CARB
hosted May 18th Cap and Trade Program Public Workshop on Emissions
Leakage Studies.
California’s glass container manufacturing industry has a well-established record
as an Energy-Intensive-Trade-Exposed Industry (EITE). California glass
container plants in particular compete with lesser-regulated glass plants across
the country, in addition to international glass container production facilities.
As highlighted in the May 16, 2016 Final Report to CARB on Employment and
Output Leakage under California’s Cap-and-Trade Program, “an increase in
California energy prices relative to prices in nearby regions will raise
production costs in energy-intensive industries located in California and likely
result in short-term (one year) losses in output, employment, and value added
for those industries.”
The Report (p. 16) clearly states that no EITE industry participant is
impacted more by leakage than glass container manufacturing, who
are anticipated to lose significantly in terms of output (17.10%) and
jobs (13.31%). These losses will only be exacerbated by future increases in the
cost of energy.
California and the broader US glass container industry have been competing with
a consistent and significant increase of imported bottles and jars for food and
beverages over the past several years. According to data collected by the US
International Trade Commission 2.1 billion additional containers
were imported into the US in 2015, than in 2008.
On average, imports of glass containers have increased 3-5% annually since
2008. Many of these imports are wine bottles, heading in through the West
Coast ports, competing directly with wine bottle manufacturing in California and
similar plants in nearby states.

Glass Packaging Institute * 1220 N. Fillmore Street, Suite 400 * Arlington, VA 22201 * (703) 684-6359 •
www.gpi.org
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Sustaining and working to increase our already high levels of recycled glass use at
our plants is the primary method of energy saving technology. For our industry,
cullet usage represents additional “energy savings” at our plants. Due to the
substitution of recycled glass for raw materials, the container glass
manufacturers in California have been able to reduce their carbonate-based CO2
emissions to approximately 25% of the total CO2 emissions.
The high-risk classification, and continuing maximum industry
assistance is critical to the future of California’s glass container
manufacturing operations. It provides needed assistance and protects
California glass plants from competitive advantages that similar plants in other
countries and states currently enjoy.
Any adjustment to the allotment of industry assistance by the Air
Resources Board should account for the high levels of leakage the
glass container industry experiences and ensure maximum levels of
assistance are provided.
Thank you for your thoughtful consideration of our comments.
Sincerely,

Lynn M. Bragg
President

Glass Packaging Institute * 1220 N. Fillmore Street, Suite 400 * Arlington, VA 22201 * (703) 684-6359 •
www.gpi.org
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Comments on ARB Cap and Trade Program Leakage Studies
June 10, 2016
Prepared by:
Jeffrey Adkins
Sierra Research, Inc.
On behalf of:
California Ethanol Manufacturers
Pacific Ethanol, Inc.
Aemetis Advanced Fuels Keyes, Inc.
Calgren Renewable Fuels LLC
1) The ethanol manufacturing industry currently faces significant out-of-state
(domestic) competition, and, therefore, the costs of the Cap-and-Trade Program
have a significant impact on the competitiveness of California ethanol producers
with this existing, well developed out-of-state market. It is difficult to tell whether
the domestic leakage study accurately reflects this existing level of competition,
and the corresponding likelihood for small energy price increases to drive ethanol
production out-of-state.
In order to assess the degree to which the study reflects this current competitive
domestic ethanol market, it would be useful to see some intermediate data from
the domestic study to get a reality check of the results. For example, the number
of competitors identified within each mileage radius for each NAICS category, as
well as demand growth index calculations, would provide useful additional
information for reviewers.
2)

Both the domestic and international leakage studies use data that appears to
significantly understate GHG emissions from some manufacturing sectors when
compared to four years of real GHG emissions data collected by EPA for the
federal Mandatory GHG Reporting Rule.
The domestic and international leakage studies do not reference specific GHG
emission rates that can be compared to EPA’s GHG Reporting Program.
However, the international study uses the value of energy consumed as reported
in Census of Manufacturers (CMF) and Annual Survey of Manufacturers (ASM)
data. Both of these data sources use US Census Bureau data to determine energy
values. The domestic study references the Manufacturing Energy Consumption
Survey (MECS) for natural gas expenditure data. This, again, is based on US
Census Bureau data.
The MECS data used by the domestic study indicates that in 2010 the ethyl
alcohol manufacturing sector (NAICS Code 325193) used 245 billion cubic feet
of natural gas. This is equivalent to 13.3 million metric tons (MT) of CO2
emissions using standard EPA emission factors. However, EPA’s GHG Reporting
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Program listed nationally reported direct GHG emissions for NAICS Code
325193 as follows:
2011 = 18.3 x 106 MTCO2e
2012 = 17.5 x 106 MTCO2e
2013 = 17.1 x 106 MTCO2e
2014 = 18.7 x 106 MTCO2e
While there is a one year difference in the data (2010 for MECS versus 2011 for
GHG Reporting), and EPA is reporting CO2 equivalent (CO2e) emissions (which
include small amounts of methane and nitrous oxide GHG emissions adjusted for
global warming potential), the reported EPA emissions are nonetheless
significantly higher than the MECS data.
The difference in GHG emissions data is even greater when the EPA Reporting
Program results are compared to the 2007 Economic Census data (which is also
based on US Census Bureau data) used by ARB in its 2010 and 2013 leakage
analyses. This 2007 Economic Census data reported direct GHG emissions from
ethyl alcohol manufacturing as 6.2 x 106 MTCO2e.
Therefore, given the discrepancies between the Census Bureau GHG emissions
data and the real world data collected by EPA between 2011 and 2014, both
studies should compare the GHG emissions intensities used by the studies with
the GHG Reporting Program data and determine if emissions intensities and
energy consumption values are understated in the reports for any industry sectors.
3) Currently ARB uses a combination of the trade exposure (TE) and energy
intensity (EI) leakage metrics in order to determine the overall leakage risk
assistance factor. However, for these new leakage risk studies it does not appear
to be appropriate to use a combined domestic and international leakage risk metric
in order to determine overall leakage risk, at least for the “high” risk industry
sectors. That is, if either the domestic or international leakage risk metric alone is
high, then the particular industry sector is going to have a high leakage risk.
Conversely, combinations of the “low” and “medium” leakage risk categories
could result in a “high” overall leakage risk, since a low or medium exposure to
both international and domestic leakage could result in significant total leakage.
Thus, the “medium” and “low” leakage risk industry sectors should be combined
to determine overall risk, whereas any single “high” leakage risk should be
sufficient for the particular industry sector to be deemed an overall “high” leakage
risk.

2
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4) Neither the international nor domestic studies considered the effects of GHG
emissions intensity outside of California. That is, in general, it takes more GHG
emissions to produce a unit of energy outside of California because California
utilities are subject to a minimum renewable energy standard and most of the
fossil fuel generation is natural gas (a relatively low GHG fossil fuel). So when
leakage occurs from California, GHG emissions are not traded at a ratio of one to
one. Rather, GHG emissions will generally increase per unit of energy used as
leakage occurs, resulting in an understatement of the effects of leakage in the
studies. This effect needs to be considered when assigning leakage risk cut-off
levels for each study, and should result in a tendency to move industry sectors
into higher leakage risk categories in order to achieve the expected results in
terms of overall emissions leakage values.

3
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Industrial Energy Consumers of America
The Voice of the Industrial Energy Consumers
1776 K Street, NW, Suite 720 • Washington, D.C. 20006
Telephone (202) 223-1420 • www.ieca-us.org

June 7, 2016
Mary D. Nichols
Chair, California Air Resources Board
Cal/EPA HQ Building
Sierra Hearing Room
1001 I Street, 2nd Floor
Sacramento, CA 95814
Re: Cap-and-Trade Program Public Workshop on Emissions Leakage Studies
Dear Chair Nichols:
On behalf of the Industrial Energy Consumers of America (IECA), we urgently request a time
extension to file comments on the “Cap-and-Trade Program Workshop Emissions Leakage
Studies.” IECA members are energy-intensive trade-exposed (EITE) companies from every sector
and the very stakeholders from which you seek comments. The studies are very important and
deserve a careful evaluation.
The Industrial Energy Consumers of America is a nonpartisan association of leading
manufacturing companies with $1.0 trillion in annual sales, over 2,900 facilities nationwide, and
with more than 1.6 million employees worldwide. It is an organization created to promote the
interests of manufacturing companies through advocacy and collaboration for which the
availability, use and cost of energy, power or feedstock play a significant role in their ability to
compete in domestic and world markets. IECA membership represents a diverse set of
industries including: chemical, plastics, steel, iron ore, aluminum, paper, food processing,
fertilizer, insulation, glass, industrial gases, pharmaceutical, building products, automotive,
brewing, independent oil refining, and cement.
Sincerely,
Paul N. Cicio
President
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3 June, 2016
Dear Chair Nichols,
Thank you for the opportunity to participate in the May 18th workshop and comment on the
three studies on emissions leakage from the capandtrade program. Climate change is a critical
threat facing the world and California’s leadership is critical to addressing this problem. The
California Air Resources Board has established policies to minimize regulatory costs and ensure
that there are incentives for progress on emissions reduction that more than offset these costs to
business and consumers. The studies being discussed are intended to help develop the next
iteration of policies to minimize the risk of production and emissions leakage from California
businesses. We applaud the Board for advancing the state of research into this subject, and the
authors of these studies for their contributions to a highly relevant area of policy.
The studies each evaluate a different scale of potential leakage: international, domestic and
within the food processing industry. Each highlights different and valuable considerations when
evaluating the effects of climate change policy, however there are several findings common to
each. We will present some comments that apply to all three studies, then comments specific to
each study in turn.
It is important to note, however, that all of these studies are by their own admission, limited
quantitative examinations of one variable  production leakage  in a large and complex system.
To isolate this variable, they use statistical methodology to exclude the effects of many factors
which would clearly affect the system under study, including the policies explicitly enacted to
prevent such leakage. They are not estimates of actual leakage under the capandtrade program
and should not be presented as such. This fact should be made clear in forthcoming reports and
communication on this subject. Decisions about the future of California’s climate policy must be
based on the total suite of benefits and costs, over a broad geographic and temporal scale.
The critical policy question these studies address is how much leakage would occur under a
hypothetical scenario in which California’s climate action was, globally, the only policy force
acting on energy prices and there were no policies to prevent leakage. In many ways, this
represents a worstcasescenario from a leakage standpoint. Many of the assumptions and
fundamental methodological choices employed by the authors lead the results to error on the
side of overestimation of potential leakage effects. Overestimation may be a desired outcome, in
order to provide a margin of error in future policy making, however it is important that the
quantitative estimates developed under these research assumptions be clearly identified as
intentional overestimates, out of healthy caution, not actual estimates of realworld effect.
While caution is a reasonable motivation when making policy, we feel that accurate reflection of
realworld conditions is equally, if not more important when developing quantitative estimates of
policy effect and would offer some suggestions about this work.
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Comments in Response to All Studies
The exclusive focus on leakage of productivity and jobs, absent the broader context of global
climate policy, can lead to misleading and poorlysupported conclusions. It is important to
consider several critical issues of broader context when interpreting the results of the three
studies being discussed here.
The most glaring flaw, shared by all three studies is that they assume California’s climate policy
acts in a vacuum and that the rest of the world maintains the s tatus quo of uncontrolled
emissions, stable energy prices and no impact on economic activity from climate change. These
assumptions to some degree reflect the inherent limitations of econometric modeling: one
approach to establishing a causal relationship between a factor and an outcome (e.g. energy
prices and production loss) is to hold all other variable fixed and examine only the effects of
variation in the variable of interest.
Unfortunately, this approach necessarily divorces itself from reality. There is no conceivable
future of the world in which California’s emissions control programs occur in the context of a
stable world. This is particularly troubling in the context of regression analysis since many of
these effects would also correlate with energy prices, the primary explanatory variable in these
studies. This correlation opens these studies to errors from omitted variable bias, and in the
context of these studies, would generally bias the results toward an overestimation of the effect
from California’s policy actions. Specifically:
The Studies Overlook Similar Policy Actions Outside of California
In particular, there are climate change and renewable energy policies either in place, or in
development in almost every possible jurisdiction that California production could leak to. Within
the U.S., the Clean Power Plan will transform the U.S. energy generation fleet, pushing out coal
power and dramatically increasing the prevalence of renewable sources. Many states are
considering a marketbased emissions permit trading system, very similar to California’s
capandtrade system, as their compliance mechanism for the Clean Power Plan and states that
comprise the Regional Greenhouse Gas Initiative (RGGI) already have such a program in place.
Additionally, 28 states besides California have Renewable Portfolio Standards, which require
electricity grids to increase the fraction of energy from renewable sources. Internationally, 177
countries agreed to the Paris climate accords and submitted IndividuallyDetermined National
Contributions, which pledge these states towards reducing their GHG emissions. All of these
measures may impose policyrelated costs on the energy supply system similar to those in
California. The presence of sustainable energy policy could correlate with increased energy prices
in other jurisdictions, leading to omitted variable bias.
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The Studies Assume Zero Cost From Climate Change
All three studies compare a jurisdiction assumed to have a policydriven cost on energy supply 
California  against jurisdictions without such cost. This overlooks the fact that in absence of
effective climate policy  of which, California’ leadership is crucial  climate change will impose
devastating costs. California is particularly vulnerable to climate change because of our long
coastline, substantial agricultural sector, outdoor tourism industry and stressed water supply.
The authors assume that not having a climate policy leads to business as usual over the
foreseeable future, and essentially zero costs to industry. There is an extensive body of literature
1234
which indicates substantial economic risk to California industries from climate change , , , , this is
especially true in relation to the foodprocessing industries discussed in the sectorspecific study.
In reality, inaction on climate would subject the businesses discussed in this report to billions of
dollars in additional costs and could easily reduce production by far more than the relatively
small increments discussed in this paper.
The Studies Ignore the Economic Benefits of Renewable Energy and Climate Investments
The studies evaluate the loss of production and jobs from leakage, but separating the
revenuegenerating element of California’s cap and trade program  the permit price  from the
benefits gained from spending the revenue is an arbitrary distinction which does not illuminate
the broader impacts of the plan.
Sustainability policies in general, and the capandtrade program in particular, have prompted
the development of a massive new clean energy industry in California. From 20102014, state
policy incentives led to over $20 billion in renewable energy, energy efficiency and clean
transportation projects instate. The revenue from the capandtrade program, coupled with the
policy incentives created by the broader suite of AB32 authorized policies, will inject billions of
dollars of state funding, which will leverage billions more in private investment, into sustainable
energy investments, which create goodpaying jobs and expand the economy.
Insofar as the studies attempt to predict corporate behavior by examining response to prices,
omitting the benefits of renewable energy investments paints an incomplete picture and again
limits the accuracy of quantitative estimates of leakage effects. The models assume that the
permit and energy prices borne by industries is the only price signal they receive from
sustainable energy policies, however the investments made can function as a countervailing price
signal, which the study does not consider. This again, tends to bias the studies towards
overestimation of leakage effects.
1
2
3
4

http://www.energy.ca.gov/2012publications/CEC5002012031/CEC-500-2012-031.pdf
http://link.springer.com/article/10.1007/s1058401103223
http://link.springer.com/article/10.1007/s1058401103143
http://riskybusiness.org/site/assets/uploads/2015/09/California-Report-WEB-3-30-15.pdf
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The Studies Generally Assume That Compliance Costs Are Equal to Permit Costs
Permit costs represent an upper bound on compliance costs, with many industries choosing to
find lowercost compliance options through internal efficiencies. Better insulation of heated
vessels, cogeneration and energy recovery from waste biomass are technically feasible and cost
effective ways to reduce emissions within the food processing sector. GGRF funding can, and has,
been used to help facilitate these efficiency improvements in industry. With actual compliance
costs potentially lower than those assumed by the study, the resulting leakage estimates are
biased towards overestimation.
The Studies Do Not Sufficiently Examine Alternative Causes For Changes in Production
Leastsquares regression functions by drawing the line of best fit through a group of points and
determining how well it matches the given data. This is one of the most fundamental, and
wellstudied econometric tools, however it is limited by the data available and assumptions about
the nature of the system under study. In particular, when only one explanatory variable is
considered in studies of complex systems  and the economic behavior of modern economies
certainly qualifies as complex there is a risk that the model will overascribe causality for the
observed behavior to the explanatory variable included in the study. That is to say, if you only
include one possible cause of an effect in your leastsquares regression study, the model will err
on the side of finding more causality than there actually is.
The studies under discussion do not consider alternative causes for geographic shifts in
production, such as broader market behavior, weather, trade disruptions, labor price, consumer
trends, etc. Several of these effects could correlate with energy prices and therefore lead to
omitted variable bias.
The Assumption of Full Cost PassThrough is Incorrect
The studies all base their estimates of the price effect on manufacturers on the price of emission
permits and the price increase in energy to reflect utilites’ need to obtain permits. They assume
that these costs from utilities are fully passed through. Recent research has indicated that within
the manufacturing sector, this is not the case5. This implies that for the industries affected, the
impact of capandtrade related price effects on competition cannot be modeled so simply as is
done in these studies.

5

http://faculty.haas.berkeley.edu/rwalker/research/GanapatiShapiroWalker-PassThrough.pdf

Comment Overview

Navigate to Table of Contents

Specific Comments on the Food Processing Industry Study (Hamilton, et al. 2016)

● The study is based on a fairly simple elasticitybased modeling rather than equilibrium
modelling or other econometric techniques. Elasticity based modeling assumes linear
response to changes in conditions, which is seldom true at scales considered by this
study. For some of the industries under study, there is also very little data on which to
base these conclusions. There are four sugar processors in the state and four wet corn
processors, of which one wet corn processor controls almost threequarters of the
market. Trying to extrapolate generalized predictions about responses to conditions
never before seen in California’s economic history from four data points is highly
uncertain at best.
● The paper attempts a regression analysis with a very limited data set, in some places as
little as two years of California production. The data is largely confidential and
therefore not available for review. As the authors note, in many cases, the industry has
consolidated to a relatively small number of producers. This means that confounding
factors which affect one producer are likely to affect many of them and thereby impart
systematic bias. There are also potential problems with collinearity and
heteroskedasticity which may not be apparent with such a limited dataset. Ultimately,
without a larger and more diverse data set, and the ability to review it for alternative
explanations for the observed behavior, the conclusions offered by this report are not
wellsupported by the data.
● The paper makes the claim, with little evidence to support, that producers using natural
gas instate will shift outofstate and start using coal. Market and regulatory forces
outside California, including the Clean Power Plan, air quality regulation (e.g. the
Mercury and Air Toxics rule) and the cascading bankruptcy of the coal industry has
dramatically limited the prospects of industries choosing to build new coalpowered
facilities.

The study’s own numbers bear this out. They report a nearly equal fraction of
production which relocates outside of the state will be powered by electricity as by coal
or fuel oil. Electricity is likely to be an environmentally superior option to natural gas,
due to the rapid decarbonization of the U.S. power grid and the dispatchability of
demand from industrial sources. So, by the most straightforward interpretation of data
provided in this paper, as much production will be moving to lessemitting sources of
power as will be moving to more.
● The actual production decreases reported in this study are extremely small and difficult
to translate to actual production numbers. They rely on the completely linear behavior
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of elasticitybased economic models whereas real production decisions and responses
to changing economic conditions are often highly nonlinear.
For example, the paper predicts a 0.75% marginal cost increase in sugar mills leads to a
1% loss in production. Given that there are 4 sugar mills in operation, what does that
mean in real terms? Is there any evidence that production at California sugar mills is so
incrementally flexible that you would see a 1% change in production and/or
employment? Or are production values set by long term contract, which would imply
that a .75% cost increase would be simply absorbed into overhead and either passed on
to buyers or reflected in lower profit?
● The wet corn industry in California, by the authors’ own admission, is dominated by
one producer which represents 72% of total production. The authors first make an
error by assuming that the relationship between energy price and output is the same at
the smaller facilities as it is at the one several times their size; the large facility is likely
to enjoy economies of scale not available to the smaller ones. Second, similar to the
questions about sugar production discussed above, interpreting a 2% production cut in
a small sector in light of production contracts is problematic. It is almost certain that
the actual behavior is nonlinear. Third, within California excess corn could easily be
shifted to the dairy, beef and poultry industries, which would preserve the market for
the agricultural product and could potentially offset production and job losses.
● The methods state that they do not have detailed information about manufacturing
processes for outofstate producers, so they assume identical efficiencies as in
California. This assumption may not hold true however. Californian farmers are
typically more efficient than those in other areas because of high rates of technological
adoption, the relatively higher cost of land and labor, water scarcity and most California
industries have higher energy efficiency than competitors in other states due to years
of state policy action. So the conclusion that marginal increases in cost will lead to
production flight rests on an unsupported assumption.
● The authors use 20102012 production and industry survey data, but acknowledge that
for the first several compliance periods, the industry will receive all, or a majority of
emission permits allocated for free. This means that the data which populate their
model do not include a carbon price price, nor the benefits provided from GGRF
spending. These conditions do not represent those likely to affect the industry at the
times when capandtrade will be in effect, nor do they consider the revenue generated
in early years of the program from the large allocations of free permits these industries
will receive, which could be invested in production improvements or
emissionsreducing technology.

Comment Overview

Navigate to Table of Contents

Specific Comments on the Domestic Leakage Study (Gray, et al. 2016)

● Natural gas cost shares are based off a 1991 survey of manufacturing energy costs.
Industrial energy use has massively changed over the last 25 years, with substantial
increases in energy efficiency, which would dramatically shift the cost share of natural gas
in a finished product.

When asked at the workshop, the authors said that the natural gas cost shares effectively
cancel themselves out, however given that they are one of the factors used in the basic
model form to determine the elasticity of response to energy prices, it seems likely that
the bias from the outofdate natural gas cost share would be reflected in the elasticity
values estimated from the regression, if not in the final aggregate job, productivity and
value added loss values. Given that the elasticity values will be used to develop future
CARB policy regarding protection for leakageprone industries, this seems to be a
significant flaw 6.
● The study finds that the most significant impacts are predominantly in the short run and
in EnergyIntensive TradeExposed (EITE) industries. California’s capandtrade program
has several provisions which reduce shortrun costs to EITEs, including free allocation of
emissions permits to both utilities and EITEs. Entities receiving a free allocation of
permits can either use them to substantially reduce compliance costs, possibly to near
zero, or sell them to raise revenue, which could be used to fund emissionreducing
process enhancements or other business expansion. If a business has any emissions
reducing projects with a GHG abatement cost less than the permit price, this leads to a net
profit in the short run, which can be reinvested in reducing future emissions.

The authors explore these effects through rebates of part of the compliance cost, which is
reported in Table A1, which shows that rebating the cost of compliance to these
industries dramatically lowers the reduction in value added within each industrial group.
The authors did not report similar results for output or employment.
This brief treatment does not adequately evaluate the effects of free permit allocation on
affected industries. By treating free permits as a partial cost rebate, it overlooks two
potential outcomes which would ultimately reduce compliance costs even further.

6

The methodology surrounding this point was unclear and Dr. Morgenstern did not respond to an email
asking for further clarification.
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○ Industries investing revenue from nearterm emission permit sales in projects to
reduce GHG emission over the long run, which would reduce compliance costs
further below those predicted by the model.
○ Industries with aboveaverage emissions efficiency choosing to remain in
California, or relocate here, to take advantage of the benefit that the free allocation
of permits provides.
● The study also focuses exclusively on the effects of energy prices and does not attempt to
control for, or explore the effects of, alternative causality. While this study does a better
job of exploring several dimensions of correlation between energy prices and output
indicators than the food processing one, it still does not adequately eliminate other
potential causes to clearly establish causality or quantify the magnitude of a causal
relationship. Without exploring other plausible causes, such as broader economic activity,
changes in trade patterns, changes in input factor costs or availability or labor costs, the
strongest claim the study can make is a correlation, not causality and certainly not an
accurate quantification of the magnitude of the effect.
● Cap and trade compliance costs in the electricity sector were modeled by assuming a
$0.005525 per kWh charge, which was based on the compliance costs for natural gas
generation. In 2014, California obtained 4560% of its power from natural gas sources7, a
figure that is certain to substantially decrease over time due to increases in the state’s
Renewable Portfolio Standard, as specified by SB 350 (2015, de Leon). Conversely, 34% of
its power came from nonemitting sources such as wind, solar, hydro and nuclear, which
would pay little or no emissionbased GHG charges. The fraction of electricity which is not
subject to carbon charges will, by law, increase significantly.. This means that the assessed
carbon charge in this study, by applying the rate for natural gas generation to all power in
the state, substantially overestimated the effect of capandtrade; an error that would
only increase over time.
● In common with the other studies, this paper erroneously assumes that states outside of
California will not experience price increases from GHG reduction policies  “In contrast,
for a plant located outside California, the energy prices it faces do not change, but the
prices faced by its California competitors increase”8. As discussed earlier, other states and,
in fact, almost every other nation has committed to significant GHG reduction policies,
which would imply similar cost effects outside of California. Additionally, coal and natural
gas, which predominantly comprise the fuel for electricity generation, are at historical low
prices right now, so normal cyclic behavior would suggest that their price will go up.
Together, this means that the assumption that energy prices outside the state will remain
static is almost certain to be untrue.

7
8

http://energyalmanac.ca.gov/electricity/total_system_power.html
Page 4, paragraph 4
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● The authors report that over the long run, the results are minimal for most industries,
which implies that after the initial adjustment period to the new policy, instate
production will recover.
● Over the long run, the authors find that net output will increase with the carbon cap in
place, while employment will slightly decrease. This reflects the broader trend observed
in almost every industrialized economy: that output increases but labor requirements
decrease due to the effects of automation and other productivityincreasing technology.
Since the authors did not present an analysis of business conditions in absence of policy
action  they only compared California against neighboring states with the carbon price in
place  this study does not present sufficient evidence that the long term trends reflect
anything other than normal industrial maturation.
● There is a lack of transparency about the cleanup techniques applied to the CMF and ASM
datasets prior to analysis. We understand that in any largescale dataset of this type, there
will be a need to eliminate duplicate or erroneous values, however the authors did not
report what fraction of the dataset was removed by these cleanup techniques or whether
the removed values differed significantly from those that remained.
● The labor cost index includes only the pay per worker and does not take into account
varying levels of labor productivity by state. California’s labor productivity is significantly
above the national average9, which would indicate that a simple payperworker approach
would not adequately consider the true costs and value of California labor relative to
neighboring states.
● Their costs estimates of electricity supply include only utilityoperated plants, not plants
operated by the industrial user themselves. This ignores obvious opportunites for
cogeneration of power and heat at industrial facilities, as well as other opportunities for
distributed renewable energy. This is especially problematic, considering the existence of
the SelfGeneration Incentive Program (SGIP), which has led to $1.5 billion in industrial
power generation projects which supplied a total of 1,046 GWh of power in 201310.
● The authors use 2009 as the baseline year for their analysis, which was near the worst
part of the recession. While their analysis does take the effect of the recession on other
states into account, it does not account for the fact that California has recovered from the
recession at a rate above that of the national trend. Since this recovery could also affect
energy prices, there is a significant risk of omitted variable bias.

9

https://www.clevelandfed.org/en/newsroom-and-events/publications/discontinued-publications/policy-discuss
ion-papers/pdp-0616-estimating-gsp-and-labor.aspx
10
http://www.cpuc.ca.gov/WorkArea/DownloadAsset.aspx?id=7909
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Specific Comments on the International Leakage Study (Fowlie, et al. 2016)

● The authors do a good job discussing the potential errors and uncertainty in their work.
The authors themselves acknowledge that “In those sectors where California producers
comprise the vast majority of domestic market (e.g., tomato processing), our estimates are
directly relevant to the California case. In other cases, our estimates likely overstate the
impacts of a California CapandTrade Program.”11

This is particularly important because there are very few industrial sectors that are
simultaneously highly energyintensive and also nationally dominated by Californian
production. The EITEs identified by the three studies discussed in this letter are primarily
manufacturing of chemical or consumer products, including fertilizer, industrial gases,
glass, paper and metal products. While California has a robust presence in these, it hardly
dominates national production. So, by the author’s own admission, their methodology
“likely overstate[s]” the actual leakage. “T
 he imprecision of our estimates makes it difficult
to estimate leakage potential for any particular industry with any degree of precision.”12
● Similarly to the other studies, the authors do not consider the impact of international GHG
reduction policies, such as the Intended NationallyDetermined Contributions (INDCs)
agreed to by 177 nations. The effect of the INDCs will, in many cases, be to promote
renewable energy policy similar to that of California, in the countries which would
theoretically be competing against our industries for market share. As these policies take
effect, the difference between instate and international energy prices will decline
significantly, thereby reducing the effect felt by CA industries. Since clean energy policies
can affect energy prices, there is a risk of omitted variable bias.
● Similarly to the domestic leakage study, this study does not adequately model the impact
of allowances distributed for free to EITEs. The effect of these free allocations would
likely reduce costs to industries and longrun emissions intensity in a similar fashion to
that described above:
○ Industries investing revenue from nearterm emission permit sales in projects to
reduce GHG emission over the long run, which would reduce compliance costs
further below those predicted by the model.
○ Industries with aboveaverage emissions efficiency choosing to remain in
California, or relocate here, to take advantage of the benefit that the free allocation
of permits provides.
11
12

(Page 29, paragraph 5)
Page 41, last paragraph.
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Conclusion
We applaud the Air Resources Board for examining this issue in a thorough and quantitative way.
We agree with the general principle that a rigorous, sciencebased approach is needed to fully
understand the risks of leakage and design appropriate policies in response. The studies
presented at the May 18th workshop are a valuable step toward sound policy design. They are
not, however, accurate quantification of realworld leakage and should not be presented as such.
Within their more narrow, and more appropriate scope, there are some methodological and
problemframing decisions which tend towards overstating the actual leakage risk. This tendency
must be considered when developing policies to shield EITEs from potential leakage risk. We
urge the Air Resources Board, the Legislature and all stakeholders to consider the costs imposed
by the capandtrade program in the context of broader economic and policy benefits when
modifying this vital and extremely successful policy..
We appreciate the opportunity to comment on these studies and will remain engaged in the
process of improving and building upon the success of California’s climate change policy. We are
happy to offer any additional clarification or explanation on the matters contained in this letter.

Sincerely,

Colin Murphy Ph.D.
Climate Change Policy Advocate
NextGen Climate America
colin.murphy@nextgenamerica.org
(415) 8022405
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1

INTRODUCTION

The global nature of the climate change problem creates challenges for regional climate change policy.
When a policy regulating greenhouse gas emissions applies to only a subset of emitting firms (i.e., the
policy is “incomplete”), operating costs of regulated sources can increase vis a vis their unregulated
rivals. An increase in relative operating costs can, in turn, adversely impact the ability of regulated firms
to compete in a global market. If this shifts production outside the regulated jurisdiction, any associated
increase in emissions can undermine the effectiveness of regional policies.
Concerns about “emissions leakage” loom large in the debate about how to design and implement
regional policy responses to the global climate change problem. Economists have shown that full auctioning of emissions allowances, together with a combination of border carbon price adjustment and export
rebates, can be effective in mitigating emissions leakage in a world of incomplete carbon regulation (see,
for example, Fischer and Fox (2012)). For a number of reasons, however, this approach has been difficult
to implement in practice. Thus, economists have been exploring alternative leakage mitigation strategies. Currently, a preferred strategy uses output-based allocation of allowances to mitigate the impacts
of a regional policy on regulated producers. A growing literature demonstrates how this approach can
effectively mitigate leakage (e.g., Fischer and Fox (2007), Fowlie et al. (2016), Quirion (2009), Fischer
and Fox (2012), Meunier et al. (2014)). Output-based allocation is designed to offset the potentially
adverse competitiveness impacts of a greenhouse gas emissions price. In the case of a regional carbon
tax, energy- or product-based revenues are recycled via a production-based subsidy. Under a regional
emissions trading program, permits are allocated for free on the basis of fuel use or production.
It is important to emphasize that this leakage mitigation strategy comes with strings attached.
Economists have emphasized two considerations in particular. First, an implicit production subsidy
dilutes the carbon price signal and thus reduces the incentives to implement cost-effective emissions
abatement.1 An additional consideration is the opportunity cost incurred when allowances are allocated
for free or tax revenues are recycled to industrial producers. These allowance auction proceeds could
instead be put to productive use elsewhere.
In light of these costs and limitations, it is important to judiciously allocate leakage mitigation measures to only those industries at leakage risk. Efficient targeting of leakage mitigating subsidies presumes
that policy makers can identify ex ante those industries most at risk. Our analysis aims to inform the
process by which policy makers assess the potential for leakage risk and implement measures to mitigate
this risk.
Leakage mitigation comprises an important part of California’s landmark GHG emissions trading
program. The California Global Warming Solutions Act of 2006 (Assembly Bill 32, or AB32) requires
California to reduce its GHG emissions to 1990 levels by 2020. As the lead implementing agency, the
California Air Resources Board (CARB) is charged with the task of minimizing leakage to the extent
1

A carbon price serves to internalize some (or all) of the social cost associated with the emissions byproduct of industrial
production. If these costs are passed through, consumer prices will more accurately reflect the social costs of supplying
these products. Demand for more emissions-intensive products will decrease; demand for relatively less emissions intensive
substitutes will increase. Output-based updating dampens this consumer price signal.
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feasible.2 In the program design phase, CARB considered carefully the leakage mitigation protocols
developed in other regional policy contexts (namely the European Union, Australia, and the proposed
American Clean Energy and Security Act of 2009). In all three cases, industry-specific measures of
emissions intensity and trade share are used to gauge industry-level leakage risk. CARB has adopted this
general approach for targeting leakage compensation under the auspices of the California Cap-and-Trade
Program.
In the interest of identifying ex ante the industries where emissions leakage is most likely to be an
issue, industry-specific measures of emissions intensity and trade share provide a useful point of departure.
These metrics are relatively transparent and straightforward to calibrate using publicly available data.
However, concerns have been raised about the extent to which these measures accurately capture leakage
risk. Policy makers and other stakeholders have emphasized the need for supplemental analyses to inform
the design and implementation of leakage mitigation protocols.3
In the interest of informing policy implementation going forward, CARB has commissioned new research to investigate how output-based updating can serve to mitigate emissions leakage in the California
context, including this and two companion studies. Some of this work has been targeted at particular
sectors. Hamilton et al. (2016) estimate the impact of AB 32 on production costs, market transfer, and
associated emissions leakage in tomato, sugar, wet corn, and cheese processing, respectively. In a broader
companion study, Gray et al. (2016) analyze the effects of compliance costs in California on inter-state
market transfers across 49 manufacturing sectors.
The aforementioned studies focus almost exclusively on intra-national, inter-state market transfers
and associated emissions leakage. In some sectors, intra-national market transfers will be the primary
driver of any emissions leakage that results from a California climate change policy. This would be the
case, for example, in an industry where California producers compete exclusively with U.S. producers
outside of California for market share. In contrast, international market transfers could be significant in
industries where international imports and exports play an important role. In these industrial contexts,
we would be remiss to ignore the potential for shifts of production and associated emissions leakage to
international jurisdictions. Thus, our work assesses the potential for international market transfers and
emissions leakage to jurisdictions outside the United States.
The contributions of our analysis is threefold. First, we introduce a conceptual framework that highlights intuitive relationships between estimable economic relationships and emissions leakage. Having
identified critical determinants of international market transfers and associated emissions leakage in theory, we estimate these key components empirically. We bring rich data on individual import and export
transactions and establishment-level operations from the U.S. Census, together with several public data
2

AB32 defines emissions leakage as “a reduction in greenhouse gas (GHG) emissions within the state that is offset by an
increase in GHG emissions outside the state.” http://www.arb.ca.gov/cc/docs/ab32text.pdf
3
The CARB report that discusses leakage risk metrics in detail can be accessed at: http://www.arb.ca.gov/regact/2010/
capandtrade10/capv4appk.pdf. The CRS Report for Congress “‘Carbon leakage’ and Trade: Issues and Approaches” may
be accessed at: http://www.fas.org/sgp/crs/misc/R40100.pdf. The Australian Government released the White Paper in
December 2008 that outlines the final design of the Carbon Pollution Reduction Scheme. Chapter 12 discusses the assistance
for emissions intensive trade-exposed industries. Chapter 12 of the White Paper may be accessed at: http://pandora.nla.
gov.au/pan/102841/20090728-0000/www.climatechange.gov.au/whitepaper/report/pubs/pdf/V2012Chapter.pdf
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sources, to this estimation exercise. Finally, we compare and contrast our measures of trade responsiveness measures across industries defined at the 6-digit NAICS level. We explore the robustness of our
measures to alternative assumptions and estimation approaches.
For the median industry, a 10 percent increase in domestic energy prices is associated with reductions
in domestic production in the approximate range of 4 to 10 percent, a 3 to 9 percent decrease in exports,
and a 2 to 4 percent increase in imports. Industries with higher energy intensities have systematically
larger responses across all three outcome variables.
With these elasticity estimates in hand, we can assess the likely impacts of a $10 per metric ton of
carbon dioxide price on trade flows. The effect of this carbon price is heterogeneous due to variation in
the carbon intensity of production across industries. Our median estimates imply reductions in export
values on the order of 6 percent or smaller for a majority of industries currently eligible for compensation
in California. For all specifications considered, the effects of the carbon price in non-energy-intensive
industries are small, on the order of less than one percent. For cement, lime, industrial gas, wet corn
milling, nitrogen fertilizer, iron and steel industries, we estimate negative impacts on export volumes of
20 percent or greater. We find increases in imports of 4 percent or less for most industries. Estimated
impacts exceed 11 percent in cement, lime, and industrial gas industries.
Finally, we use our elasticity estimates to calibrate upper bounds on market transfer rates and associated leakage potential. The imprecision of our estimates makes it difficult to estimate leakage potential for
any particular industry with any degree of precision. That said, looking across industries, clear patterns
emerge. Consistent with CARB’s policy, this study’s leakage estimates are highest for those industries
classified as “high” risk of leakage (see Table 8-1 of the Cap-and-Trade Regulation).
Overall, these results provide valuable insights into how a policy-induced increase in domestic operating
costs can result in emissions leakage via international trade flows. Given available data, we are ineluctably
limited in our ability to isolate the effect of a California-specific policy on California-specific imports and
exports. Thus, our results are most accurately interpreted as capturing the effect of a regulation that
increases domestic energy costs on import and export flows, respectively. These estimates are directly
relevant to the assessment of a California Cap-and-Trade Program for those industries in which California
producers comprise a majority of exports (or California manufacturers demand the majority of imports
of a manufacturing input). However, in sectors where California does not dominate U.S. trade flows, our
estimates should be viewed as an upper bound on projected impacts of a California-specific policy. In
these cases, our estimates will overstate the impact of California’s Cap-and-Trade program on international
trade flows.

2

LITERATURE REVIEW

There is a growing body of economic research that explores the theoretical and empirical effects of environmental regulation on industrial production and associated trade flows.4 In this section, we briefly
4
For an excellent review of the earlier literature on the effects of environmental regulation on manufacturing, see Brunnermeier and Levinson (2004).
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summarize three areas of this literature which are most germane to our analysis.

2.1

ESTIMATING THE INDUSTRIAL IMPACTS OF EMISSIONS REGULATIONS

The idea that incomplete environmental regulation can alter terms of trade with less stringently regulated
jurisdictions is intuitive and finds plenty of theoretical support. Early theoretical work predicts that the
costs of environmental regulation will weaken the competitive position of the jurisdiction imposing the
regulation and increase the market share of less regulated producers (see, for example, Pethig (1976) and
Siebert (1977)). These theoretical predictions serve to motivate a rich empirical literature that examines,
across a variety of contexts, how environmental regulations affect trade flows.
This theoretical work inspired empirical researchers to test whether theoretical predictions find support in real-world data. Early empirical tests were largely based on cross-sectional comparisons across
industries or countries with varying degrees of environmental regulation (e.g., Grossman and Krueger
(1995) and Mani (1996)). These early studies find no relationship, or a counter-intuitive positive relationship, between energy costs and net imports. Positive relationships are presumably picking up the
effects of factors that determine trade flows, correlated with levels of environmental stringency, but not
adequately controlled for by the researchers. The biases introduced by these omitted variables complicates
the interpretation of these early empirical results.
To mitigate the confounding effects of omitted variables, more recent work brings richer data and
more sophisticated empirical strategies to analyses of how environmental policies impact industrial activity. For example, Ederington et al. (2005) use a panel of 4-digit SIC industry data over the period
1978-1992 to estimate the relationship between pollution abatement operating costs and net imports.
These authors find that, for most industries, environmental compliance costs have been too small to
affect trade flows in an economically significant way. Rich data allows the authors to test for systematic
heterogeneity in impacts across industries, and they do identify a subset of industries in which the effects
of pollution abatement costs on trade flows are significant. The authors construct measures of ‘immobility’ (defined in terms of transportation and capital relocation costs). They find significant impacts among
pollution-intensive industries that are relatively mobile. Notably, the authors find that pollution intensity
is positively correlated with their measures of immobility. Failing to take account of this correlation yields
the counter-intuitive finding that polluting industries are less sensitive to increases in environmental costs.
A more recent paper by Aldy and Pizer (2015) uses idiosyncratic, within-industry energy price variation to identify the effect of a change in relative energy prices on domestic production and net imports
for U.S. manufacturing. They use their estimates to simulate the response to a $15 carbon price in 2009
dollars. They estimate a production decline of as much as 5 percent among key energy-intensive sectors
(e.g., iron and steel, aluminum, and cement). Because market transfer effects arise through changes in
market prices, total output will tend to decline in response to a positive cost shock in the regulated region.
For this reason, the market transfer of production from the regulated region to other global production
regions is generally smaller than the decrease in production in the regulated region. These authors estimate that, on average, only about one-sixth of the decline in domestic production is transferred to foreign
8
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Figure 1: Evolution of Energy Prices over time
This figure summarizes intertemporal variation in domestic energy prices, foreign natural gas prices,
and foreign electricity prices over time. These price indices are constructed as weighted averages of
the energy prices paid by industrial producers relative to their prices in some base-year. All prices
are weighted by value of shipments. Foreign energy prices are averaged across import and export
shipments. For more details, see the discussion of data set construction.

producers.
Finally, very timely research commissioned by the California Air Resources Board estimates the effects of California climate change policies on production and associated emissions leakage in four foodprocessing industries: tomato processing, sugar refining, wet corn milling, and cheese production (Hamilton et al., 2016). Using detailed facility-level cost and sales data, these authors estimate that a $20
carbon compliance cost in California (absent any leakage mitigation measures) would lead to production
decreases in California ranging from one-tenth of a percent (sugar) to approximately 2 percent (tomatoes). Estimated market transfer effects (i.e., the share of the decrease in in-state production transferred
to out-of-state producers) range from 57 percent (processed cheese) to 76 percent (wet corn).

2.2

HOW HAS THE SHALE GAS BOOM IMPACTED DOMESTIC MANUFACTURING?

Our work is also germane to a growing literature examining the effects of the recent shale gas boom in
the United States. Over the past decade, production cost shocks in the domestic oil and gas industry
have led to a significant increase in U.S. natural gas and oil production. Domestic natural gas prices have
fallen quite dramatically. These positive energy supply shocks have been localized because natural gas is
costly and complicated to export overseas. Thus, the shale gas boom has generated a significant drop in
domestic energy prices relative to our international trading partners (see Figure 1).
The isolated nature of this production cost shock mimics—to a certain extent—the effects of a domestic
9

carbon regulation on energy prices paid by industrial producers. The key similarity lies in the fact that
the shale gas boom, much like a U.S. compliance cost, delivers a persistent change in the relative energy
prices paid by domestic producers vis a vis their foreign competitors. However, whereas the shale gas
boom induced a relative decrease in domestic natural gas prices, a compliance cost would increase the
prices of domestic fuels in proportion to carbon content.
Several recent papers examine the effects of this domestic production cost shock on manufacturing
outcomes. Using highly-aggregated country-level data, Celasun et al. (2014) examine the role that falling
natural gas prices played in U.S. manufacturing sector’s strong rebound following the Great Recession
relative to other G7 countries. They find limited evidence that natural gas prices played a role in increasing
the competitiveness of manufacturing industries in the U.S. once one accounts for the real exchange rate
and, most importantly, lower labor costs.
Whereas Celasun et al. (2014) use highly aggregated data, two related papers use more disaggregated
data. Both Melick (2014) and Hausman and Kellogg (2015) examine the effects of the U.S. shale gas boom
on manufacturing activity. Both of these papers highlight the interaction between energy intensity and
manufacturing activity, as measured by value of output and employment. Melick (2014) finds that manufacturing activity increased 2 to 3 percent as a result of the drop in natural gas prices; estimated effects
are significantly larger in the most energy-intensive manufacturing sectors. Hausman and Kellogg (2015)
provide evidence to suggest that manufacturing sectors with the highest natural gas intensities (plastics
and nitrogen fertilizer manufacturing in particular), have grown substantially faster than manufacturing
in general as domestic energy costs fall relative to foreign energy prices.
Finally, a recent paper by Bushnell and Humber (2015) takes a closer look at how the nitrogen fertilizer
industry has been impacted by falling natural gas prices. These authors note that, while the decline in
domestic gas prices has reduced production costs significantly, this has not translated into lower fertilizer
prices. Low pass-through of production cost changes are attributed to capacity constraints or the exercise
of market power. One implication of these findings is that output-based subsidies designed to mitigate
emissions leakage in this carbon-intensive industry would result in windfall gains for producers.

2.3

LEAKAGE MEASUREMENT AND MITIGATION

Finally, our work contributes to an important literature that examines the issue of how to measure and
mitigate leakage.
Some influential work in this area uses computational general equilibrium models calibrated to match
specific policy contexts to analyze the impacts of alternative emissions leakage mitigation strategies. This
is the approach taken by Fischer and Fox (2012) in a paper that assesses the relative effectiveness of carbon
taxes, border tax adjustments, export rebates, and output-based updating. They show that the relative
effectiveness of each policy depends critically on a combination of preferences and supply conditions.
In prior work, Fowlie et al. (2016), we examined the question of how effective and efficient various
allowance allocation schemes would be in mitigating leakage in one industry in particular: the U.S.
Portland cement industry. We evaluate economic outcomes under four alternative cap-and-trade program
10

designs for allocating allowances: auctioning, grandfathering, output-based updating, and auctioning
with border carbon adjustments. In addition to short-run impacts, we examine the dynamic effects of
the various allocation schemes. We find that border carbon adjustments and output-based updating are
both effective at mitigating emissions leakage. The relative efficiency of the two systems depends on the
competitiveness of the industry and the trade exposure of the market.
Other literature has combined qualitative survey information with administrative records to understand the mechanisms through which firms have responded to carbon pricing in the European Union’s
(EU) Emissions Trading System (ETS). Kenber et al. (2009) surveyed the senior management of eight
major emitters in Europe and one financial firm. The range of questions covered how the EU ETS
has influenced the ways that firms conduct their operations and make investments, how firms perceive
changes to their costs directly through allowance prices and the costs of their inputs and what effects
those changes had, whether firms had relocated business in response to compliance costs, and how the
introduction of the EU ETS had changed strategic planning. Petrick and Wagner (2014) use information
from manager surveys collected by Martin et al. (2014) to help understand how firms in the EU ETS
achieved the reductions documented in linked German Census data. The survey augmented Census data
by providing a more granular look at how firms achieved reductions in emissions through a variety of
avenues, such as optimization of existing systems, installation of more energy-efficient systems, use of
renewable resources, improvements in energy efficiency in buildings and lighting, improved staff training,
and the use of external energy audits. Such information is useful in helping understand how firms are
responding to incentives presented by the cap-and-trade system.
Our research extends the body of work summarized above in several ways. On the empirical side,
we use variation in energy prices generated by the shale gas boom in the United States to estimate
the relationships between relative energy prices, domestic production, imports, and net exports. Highly
disaggregated establishment and transaction-level data from the U.S. Census allow us to analyze heterogeneity in response to operating cost shocks with unprecedented precision. On the theoretical side, our
empirical work is based on an intuitive analytical framework that translates economic fundamentals into
empirically estimable relationships. This integration of theory and empirical work provides a foundation
for our estimates, and guidance for how these estimates can be used to construct leakage metrics.

3

THEORETICAL FRAMEWORK

This section presents the economic modeling framework that guides our empirical analysis. We use the
model to derive a precise definition of “leakage” and to highlight the factors that determine (in theory)
the extent of the leakage that occurs as a result of a given policy change.
Figure 2 illustrates the core intuition captured by the model for the special case of an industry in
which domestic producers face competition from foreign producers, but do not export to foreign markets.
This simple model generalizes to a case where domestic producers face import competition and export
to foreign markets. Recall that our work focuses exclusively on international leakage. More specifically,
we assess how a policy-induced increase in industry operating costs can result in emissions leakage via
11
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Figure 2: Leakage in Trade-Exposed Energy Intensive Industries
This figure shows equilibrium prices and quantities with and without a carbon price. In the presence of a carbon
price, domestic consumption goes down (from q to q ′ ) as prices increase (from p to p′ ). Domestic production also
goes down (from qd to qd′ ). Importantly, domestic production goes down by more than domestic consumption.
Part of such reduction is covered by an increased in imports (from qf to qf′ ), as firms outside of the regulatory
jurisdiction benefit from the absence of carbon regulation.

international trade flows. Thus, we refer to the regulated jurisdiction as ‘domestic’ and the unregulated
region as ‘foreign’.
The right panel illustrates demand and supply in the domestic market, while the left panel represents
the supply of imports from foreign producers. The thick black, kinked line in the right panel represents
the “residual demand.” Mechanically, this represents total domestic demand for goods produced in this
industry less import supply. If we assume that domestic producers behave competitively, domestic firms
will produce up to the point where their marginal costs equal the prevailing market price. Absent any
emissions regulation, marginal operating costs are given by C(q). Intuitively, the equilibrium market price
p is determined by the intersection of the residual demand and the C(q). Domestic output is qd . Foreign
producers supply qf at this price. Total quantity, q, is equal to qd + qf .
Now suppose policy makers introduce a policy that assigns a carbon price of τ per metric ton of carbon
dioxide (and equivalent greenhouse gases) to domestic producers. This carbon price is the equilibrium
allowance value in an emissions trading program. The key assumption here is that firms take this carbon
price τ as given. For ease of exposition, we assume a constant emissions rate per unit of output e
across domestic and foreign production. Under this policy, absent any output-based updating provisions,
marginal operating costs will increase by τ · e. The curve labeled Cτ (q) represents the domestic industry
supply curve under this emissions policy.
Suppose the domestic policy maker can regulate domestic emissions, but has no ability to regulate
12

the emissions associated with foreign production. Under this kind of “incomplete” regulation, operating
costs of foreign producers are unaffected by the policy. Domestic producers, who face an increase in their
marginal cost, reduce their production to qd′ . The equilibrium market price rises to p′ , as determined by
the intersection of the domestic supply curve and the higher domestic residual demand curve. Demand
for imports increases to qf′ . Note that the increase in the overall average operating costs leads to a
reduction in total domestic consumption from q to q ′ . The emissions reduction among domestic producers
is denoted by the green area (a monetized measure that values emissions reductions at the allowance value
τ ). However, the increase in relative operating costs (i.e., costs of domestic producers relative to foreign
producers) results in an increase in demand for imports and associated leakage.
This simple graphical framework can be used to more precisely define two important concepts:
• Market transfer of production from the regulated region to an unregulated region refers to the
change in production absorbed by unregulated firms. In the figure, market transfer is represented
by qf′ − qf . If the policy-induced increase in operating costs among regulated producers is passed
through to increase market prices, the market transfer of production (i.e., qf′ − qf ) will generally be
smaller than the decrease in production in the regulated region (qd − qd′ ) except in the limiting case
where demand is perfectly inelastic.
• Emissions leakage refers to the policy-induced increase in emissions outside the jurisdiction imposing
the regulation. This emissions leakage results when a policy-induced increase in domestic operating
costs causes domestic producers to lose market share to their foreign competitors. In the figure, the
dashed line in the left panel represents a measure of marginal cost of foreign producers that reflects
emissions costs (valued at τ ). The shaded parallelogram therefore represents foreign emissions
leakage valued at τ .
The area of the orange parallelogram captures the costs or damages associated with the policy-induced
increase in foreign emissions (valuing emissions-related damages at τ per unit of emissions). The graph
highlights the key determinants of emissions leakage: the emissions intensity of the foreign firm, ef , and
the change in foreign production that is induced by the change in domestic production (i.e., the “market
transfer”). Our empirical analysis seeks to estimate how the extent of market transfer that occurs in
response to a given change in domestic energy costs varies across industries.
Note that our analysis focuses exclusively on emissions leakage. If the introduction of the emissions
policy results in an increase in the market-clearing price, there will be a loss in consumer surplus (i.e.,
a reduction in consumer benefits in excess of the purchase price). Some fraction of this loss is simply
transferred to domestic producers or the government in the form of tax of allowance proceeds. But
some fraction is transferred to foreign producers. In other words, along with emissions, there can be
an associated transfer of surplus from domestic consumers to foreign producers (i.e., “rent leakage”).
Estimation of rent leakage, which requires detailed information about domestic ownership of foreign
producer assets and industry structure, is beyond the scope of this study.
Although not explicitly represented in the figure, this graphical exposition helps to illustrate how an
13

implicit subsidy conferred by an implicit production subsidy (either via tax revenue recycling or outputbased permit allocations) can mitigate emissions leakage. If the industry receives additional allowances
or revenues per unit of output, this will offset the extent of the policy-induced upward shift in the supply
curve. This in turn will reduce the extent of market-transfer and associated emissions leakage.

3.1

MODEL

A stylized model serves to formalize the graph above and motivate the empirical quantities we estimate.
In the most basic model, domestic consumers demand a homogenous good, which is produced in two
competitive sectors: domestic and foreign, denoted by subscripts d and f , respectively. The inverse
demand curve is given by p(q), where q = qd + qf . The cost of production is given by Cd (qd ) and Cf (qf )
in the domestic and foreign sector, respectively.
Production of the good generates an externality, σ. Domestic producers emit damaging pollution at a
constant rate of ed per unit of qd , while the foreign firm emits at a constant rate of ef per unit of qf . The
home firm is subject to regulation with a carbon price of τ per unit of emissions, ed . In the theoretical
literature, it is standard to assume that the carbon price is set to equal the external damages caused, but
this is not necessarily the case in a practical setting, especially given the difficulties in determining the
social cost of carbon precisely. Foreign emissions and production fall outside the reach of this regional
regulation.
The profit function for a domestic price-taking firm is:
π(qd ) = p(q)qd + C(qd ) − τ ed qd .

(1)

The competitive firms offer their production at marginal cost, as given by Cd (qd ). Firms in the market
produce to the point in which their marginal costs equal the equilibrium price. Similarly, foreign producers
produce up to the point in which their marginal costs equal the market price. This generates the following
first-order conditions:
Cd′ (qd ) + ed τ = p(qd + qf ),

(2)

Cf′ (qf ) = p(qd + qf ).

(3)

The solutions to these first-order conditions can be denoted as qd (τ ) and qf (τ ).
One can see that the carbon price increases production costs for domestic firms, but not foreign firms.
This induces an inefficient shift, or “market transfer,” from some of the low-cost domestic production
to some of the high-cost foreign production. The associated increase in emissions ef offsets emissions
reductions achieved at home. Within this basic framework, emissions leakage is determined by two key
parameters, the emissions intensity of foreign producers ef and the policy-induced transfer to foreign
production: qf (τ ) − qf (0). In Figure 2, this transfer corresponds to qf′ − qf .
To mitigate emissions leakage, the regulator can introduce an output-based subsidy to partially rebate
carbon prices. The intuition for why this may be helpful can be seen in the first-order conditions above.
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A production subsidy works to offset the policy-induced increase in operating costs ed τ . This induces a
higher level domestic production (relative to a scenario in which the policy is implemented without the
implicit subsidy) and thus reduces emissions leakage.
The model can be readily extended to allow domestic firms to also sell a quantity, qe , into an export
market. The cost of production is now given by Cd (qd +qe ). This assumes that the firm produces identical
goods for the domestic and export markets, and therefore the cost of production only depends on their
sum.
The profit function for a domestic price-taking firm is augmented by revenues and cost arising from
exports:
π(qd , qe ) = p(q)qd + pe qe − C(qd + qe ) − τ ed (qd + qe ) + s(qd + qe ),

(4)

where pe is the price of the good in the foreign market.
Compared to the baseline model, the only change is that, in equilibrium, marginal revenue will be
equalized across the domestic and export markets, as marginal cost is the same in the two markets. We
augment the first-order conditions with marginal profits from exporting:
Cd′ (qd + qe ) + ed τ = pe (qe ).

(5)

Given this system of first order conditions, equilibrium outcomes qd (τ ), qe (τ ), and qf (τ ) can all be
expressed as a function of the carbon price. In the empirical analysis that follows, we estimate how
changes in relative energy costs, which we use to proxy for changes in τ , affect equilibrium levels of
domestic production, domestic exports, and foreign imports, respectively.

3.2

SUMMARY

In this section, we present a simple model of emissions leakage to motivate the empirical analysis. The two
key determinants of leakage are the decrease in domestic production, the increase in foreign production,
and the foreign emissions intensity.
As noted above, standard leakage risk measurement protocols use industry-specific measures of the
emissions intensity of regulated producers and trade share to identify industries where emissions leakage
is likely to be significant. It is not a priori obvious that these metrics provide a reliable proxy for market
transfer and foreign emissions intensity. The extent to which industry-level emissions intensities and trade
shares capture or correlate with the extent to which trade flows respond to changes in relative operating
costs is an empirical question.
The goal of our empirical exercise is two fold. First, we construct more direct measures of how
disaggregated trade flows (imports and exports) respond to changes in relative energy costs. We then
examine the degree of correlation between our measures and standard leakage risk metrics.
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4

DATA

The conceptual framework developed in the previous section will guide our construction of industryspecific measures of leakage risk. This estimation and associated calibration uses detailed data on industrial operating costs, production, imports, and exports. In what follows, we summarize these data.

4.1

DATA SOURCES

We combine several public and restricted data sets to construct alternative measures of leakage risk. Table
1 summarizes the key data sets. The Longitudinal Firm Trade Transactions Database (LFTTD) details
individual import and export transactions, including value, product, and the U.S. firm involved in the
trade. The Census of Manufacturers (CMF) and Annual Survey of Manufacturers (ASM) report annual
data on manufacturing establishments, including production value and input costs. The Longitudinal
Business Database (LBD) provides a link between manufacturing establishments and firm ownership.
The Manufacturing Energy Consumption Survey (MECS) aggregates primary energy consumption by
fuel source at the industry-region level. The State Energy Data System (SEDS) reports state-level prices
for fuels consumed in the industrial sector. The Enerdata Global Energy Data and IEA Energy Prices
and Taxes datasets report average annual prices of electricity and natural gas for most countries.
In the CMF and ASM datasets, we assign each establishment to an industry (i.e., a 6-digit NAICS
classification) based on the product we observe the establishment producing the greatest value of when
summed over all years. For example, if an establishment manufactures both flat glass and glass containers
but produces a greater value of glass containers summed over all years, we assign that establishment to
the glass containers industry. We then restrict our sample to establishments belonging to industries
considered to be emissions-intensive and trade-exposed by CARB or by the Waxman-Markey cap-andtrade bill that was passed by the U.S. House of Representatives in 2009. We similarly restrict the LFTTD
to transactions of products in these same industries.
Our analysis covers 96 NAICS6 industries in total. These are listed in Table 2. The majority of these
industries are eligible for leakage mitigation under California’s greenhouse gas Cap-and-Trade Program.
21 additional industries are included in our analysis; these are emissions intensive, trade exposed industries
that would be presumptively eligible for leakage mitigation under federal regulation.
For the purpose of this report, the calibration and synthesis that follows our estimation exercise
emphasizes the subset of industries targeted by California’s leakage mitigation efforts. We also create
a California-specific subsample of data in which domestic production is restricted to establishments in
California, and the LFTTD is restricted to transactions with a port of entry or port of exit in California.
As noted above, our analysis of international market transfers and associated emissions leakage risk
will be most relevant in those industries where trade flows in and out of California are large and the
potential for international market transfers are significant.
Unfortunately, it is difficult to establish in the trade data the point of origin for U.S. exports and the
final destination for U.S. imports. This makes it difficult to separately identify California trade flows. As
a crude proxy for imports destined for California, we use imports entering via ports in California. As a
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crude proxy for exports originating in California, we use exports departing through ports in California.
Table 3 summarizes annual flows of imports and exports through California ports. Normalizing these
values by total domestic imports and exports, respectively, provides a sense of California import demand
and export supply as a share of national totals.

4.2

OUTCOME VARIABLES

Our analysis focuses on three outcome variables: domestic production for the domestic market, domestic
production destined for export, and foreign imports. For the purpose of this study, all three are measured
in terms of the value of shipments. For each of these outcomes, the unit of observation is an industry-year;
industries are defined at the 6-digit NAICS level. To calculate the value of shipments from a particular
industry, we sum the annual value of shipments from all establishments assigned to that industry. To
calculate the annual value of imports in an industry, we sum over the value of all import transactions of
products falling into that industrial classification for each year, and similarly for the value of exports. We
deflate all values to 2010 U.S. dollars.
Aggregate summary statistics are reported in Table 4. The values of imports and exports are similar
on average for the industries we consider, although both of these values are less than the average value
of shipments in these industries. However, there is large variation in all three outcomes across industries.
Even when accounting for differences at the 3-digit NAICS and 2-digit NAICS-by-year levels, as shown in
the third and fourth columns of Table 4, substantial variation remains in these outcomes. This provides
evidence that including these levels of fixed effects in our analysis will not oversaturate our model and
bias results.
Manufacturing establishments in California account for 11 percent of the total value of shipments
on average. However, this share is heterogeneous across the industries in our sample. Similarly, import
and export volumes passing through California ports account for a similarly small share of total trade
volumes, although these trade shares vary across industries.

4.3

ENERGY PRICES

Our analysis uses variation in domestic and foreign energy prices to estimate the effect of relative energy
prices on the outcomes described above. Our measures of domestic energy price combine establishmentlevel electricity price from the CMF and ASM with state-level prices for primary fuels in the industrial
sector from SEDS. We combine these prices by taking weighted averages over energy sources within
an establishment and over establishments within an industry.5 We calculate two measures of domestic
energy prices, using different weights in the weighted averages, to allow or control for changes in energy
consumption in response to changing energy prices. The measure that allows for a consumption response
is described as using “contemporaneous shares” to denote that fuel shares correspond to the same year
as the price data. The measure that controls for this response, and hence allows only for changes in
5
Figure 3 shows the share of input costs attributed to electricity consumption and the share attributed to fuel costs across
a wide range of industries.
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underlying fuel and electricity prices, is described as using “baseline shares” to denote the fuel shares are
held fixed. The calculation of these measures is described in detail in this section.
The first measure uses weights constructed from contemporaneous fuel shares, which allows for domestic energy price to respond not only to changes in the underlying fuel and electricity prices but also
the composition of energy consumption across fuel types and the composition of the industry across
establishments. We calculate this domestic energy price using contemporaneous shares as
penergy
=
jt

∑
i∈j




∑





 × γijrst 
(pf srt × αf jrt ) × (1 − βijrst ) + pelec
ijrst × βijrst

f

where j indexes industries and t indexes years. We aggregate each industry over a set of establishments,
which are indexed by i, and each establishment is located in a state, s, and a region, r. Annual state-level
fuel prices, pf srt , are reported in SEDS. We combine these prices with fuel shares at the industry-regionyear level, which come from MECS6 and are calculated as
qf jrt
αf jrt = ∑
f qf jrt
where f indexes the primary fuels used in manufacturing processes. This average of fuel prices weighted
by fuel shares yields the average price of primary fuels consumed by manufacturing establishments
in an industry-state-year.

The other energy source for manufacturing establishments is electricity;

7
establishment-level electricity price, which is denoted as pelec
ijrst , is from CMF and ASM data. We then

calculate the establishment-level energy price as the weighted average of primary fuel prices and electricity
at the establishment, with the weights equal to the share of energy consumed that is from that energy
source. In the equation above, these shares are summarized by βijrst , which is the share of energy that is
electricity,
elec
qijrst

βijrst =

energy
qijrst

.

We finally average the establishment-level energy prices over all establishments within an industry, weighting by the share of total industry energy consumption that occurs at each establishment. These shares
are
γijrst = ∑

energy
qijrst

energy .
i∈j qijrst

This yields the average domestic energy price for an industry-year using contemporaneous shares.
An alternative measure of domestic energy price holds all of the shares fixed over years, so changes in
the price over time represent only changes to the underlying fuel and electricity prices and not changes in

6

The MECS survey is taken every four years. We interpolate fuel shares for the intervening years.
The CMF and ASM report the value and quantity of electricity purchased by each establishment. We calculate the
average electricity price for the establishment as the ratio of value and quantity.
7
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the fuel shares or industry composition. We calculate this domestic energy price using baseline shares as
p̃energy
=
jt

∑
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f

In this measure we calculate each of the weights as the average share over all years in our data. That is,
α̃f jr
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energy .
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Domestic energy prices are summarized in Table 5 for both the full sample of EITE industries and
the California subsample. In both samples the price using contemporaneous shares is less than that using
baseline shares, which reflects manufacturing establishments adjusting the composition of energy sources
in response to changing relative prices. Under either measure of domestic energy price, the price in the
California subsample is greater than the price in the full sample of 6-digit NAICS industries, driven largely
by California’s high electricity prices. There is also substantial variation across industries using either
measure, even within the 3-digit NAICS and 2-digit NAICS-by-year levels, which again suggests there is
sufficient variation in the data for this analysis.
We also include foreign energy prices in our analysis to capture differences in the energy prices faced by
domestic and foreign producers. The relevant foreign energy prices to consider are the prices in countries
where imports originate and where exports are destined, and we calculate a set of foreign energy price
for each industry based on industry-specific trade partners. Enerdata Global Energy Data and IEA
Energy Prices and Taxes datasets include electricity and natural gas prices for most countries in the
world, including the largest trade partners of the United States. We calculate a weighted average of these
prices with country weights equal to the average import or export trade volume for each industry in our
analysis. The result is a set of four foreign energy prices for each industry: average electricity price for
export destinations, average natural gas price for export destinations, average electricity price for import
origins, and average natural gas price for import origins.
Foreign energy prices are summarized also in Table 5. Energy prices in countries where exports are
shipped are greater on average than are those in countries where imports originate. This supports the
intuition that the U.S. exports relatively more to countries with higher energy prices, and hence a greater
cost of producing goods in these EITE industries, while importing relatively more from countries with
a lower cost of producing these goods. When restricting the sample to only transactions with a port of
entry or exit in California, the foreign energy prices are roughly equal to those from the entire sample,
suggesting that the trade flows through California ports are representative of all U.S. trade in terms
of foreign energy prices. As with other variables, there is substantial variation in foreign energy prices
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across industries and years, even within the 3-digit NAICS level. However, variation within the 2-digit
NAICS-by-year level is much less because of common fluctuation in fuel prices with a year.

4.4

ENERGY AND EMISSIONS INTENSITY

We include energy intensity in this analysis as a source of leakage heterogeneity by industry. We calculate
energy intensity as the portion of input costs that are energy consumption. The value of energy consumed
and the total value of inputs for each establishment are reported in the CMF and ASM. As with domestic
energy prices, we calculate two measures of energy intensity, to allow or control for changes in industry
composition in response to changing energy prices. The measure that allows for a composition response
is described as using “contemporaneous shares,” and the measure that controls for this response by fixing
the composition is described as using “baseline shares.” The calculation of these measures is described in
detail in this section.
The first measure of energy intensity is calculated as the portion of an industry-year’s total input costs
that are energy when summed over all establishments in the industry,
∑
EIjt =

energy
i∈j cit
∑
,
total
i∈j cit

where again j indexes industries, t indexes years, and i indexes establishments. cit is input cost for
establishment i in year t, and the superscript denotes either the energy component of this cost or the full
input cost. This method is equivalent to calculating the energy intensity of each establishment and taking
a weighted average with weights equal to the share of the industry’s total input cost that is incurred at
each establishment. This alternative formulation is
EIjt =

∑

(EIit × ξit ),

i∈j

where
EIit =

cenergy
it
,
ctotal
it
ctotal
it
.
total
i∈j cit

ξit = ∑

Because this formulation uses input cost shares that vary annually, we refer to it as energy intensity using
contemporaneous shares.
An alternative measure of energy intensity holds establishment shares fixed over years, so changes in
energy intensity over time represent only changes in establishment-level energy intensity and not changes
in the industry composition. We calculate this energy intensity using baseline shares as
˜ jt =
EI

)
∑(
EIit × ξ˜i .
i∈j
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In this measure we calculate the weights as the average share over all years in our data. That is,
∑ total
c
˜
ξi = ∑ ∑t it total .
t
i∈j cit
Table 5 displays summary statistics for these energy intensity measures. Energy intensity using contemporaneous shares is greater than energy intensity using baseline shares in both the full industrial
sample and the California subsample. This is likely mechanical because an increase in energy costs at an
establishment will increase the total input cost at that establishment, and hence the weight that establishment receives under contemporaneous shares, particularly in the more energy-intensive industries. The
California subsample is less energy-intensive on average than the full sample, despite California having
higher domestic energy prices. This can be explained by California establishments having greater energy
efficiency or facing relatively higher costs for non-energy inputs. As with the other variables in this analysis, there is substantial variation in energy intensity, even among these industries that are all classified
as being energy-intensive. This is also true when examining variation within the more aggregated 3-digit
NAICS and 2-digit NAICS-by-year levels.
Figure 4 summarizes the evolution of energy intensity (measured as energy expenditures/input costs)
over our time period. Averaged across all industries in our sample, energy intensity increases during the
period, and then decreases after 2008, remaining between 4 and 6 percent during the sample period. The
reason for the fall in energy intensity is due to the drop in energy prices during the period. When energy
prices fall, the energy share of input costs falls if input shares are held constant. Trade exposure, defined
as the value of imports and exports divided by imports plus domestic value, in contrast, exhibits a steady
increase during the sample period, growing from around 18 percent to over 35 percent.
Separately, we construct several different industry-specific measures of CO2 intensity.

For each

establishment-year, we convert megawatt-hours of electricity consumption to tons of CO2 emitted using EIA’s marginal emissions rates for purchased electricity, which vary at the state-year level. Likewise,
we convert millions of British thermal units (MMBTUs) of primary fuel consumption into metric tons
of CO2 . This is less straightforward, since the CMF/ASM reports total MMBTUs consumed, without
differentiating across primary fuels with varying carbon intensities. We apply industry-region-specific
primary fuel shares from MECS (α̃f jr , as described above) in order to assign MMBTUs of primary fuel
consumption to specific fuels.8 We then multiply consumption of each type of fuel by fuel-specific CO2
intensities, which we also obtain from the EIA. This allows us to calculate a (rough) estimate of total
CO2 emissions from primary fuels, at the establishment-year level.
We aggregate these emissions estimates to construct three measures of emissions intensity, at the
industry level. First, we calculate the average CO2 emissions rate, in metric tons of CO2 per MMBTU
consumed. For each industry j, we simply divide total CO2 emissions across all establishments and years
8
For example, primary fuel consumption for cement manufactures in the Midwest census region may comprise 60 percent
natural gas, 20 percent residual fuel oil, 10 percent petroleum coke, and 10 percent other fuels.
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by the total MMBTUs consumed from electricity and primary fuels:9
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rather than physical quantities, for establishment i in region r and state s, in year t. The fuel shares α̃f jr
are differentiated by industry j and region r. Marginal electricity emissions rates eelec
st vary by state-year,
while fuel-specific emissions factors ef are constant. Next, to account for differences in size and economic
value across industries, we calculate an analogous measure of average CO2 intensity denominated by total
value of domestic shipments:
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average “direct” CO2 intensity, by including only emissions from primary fuels:
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We summarize these three CO2 intensities measures in Table 5 and, for selected industries, in Figure
3. We see that the average direct CO2 intensity is close to half the total average CO2 intensity, implying
that close to half of emissions in these industries come from primary fuel consumption on site. Average
emissions intensities for establishments in California are substantially lower than the national average,
due largely to California’s relatively less carbon-intensive electricity mix.

4.5

CAPITAL AND LABOR INPUTS

When analyzing the responsiveness of trade flows to changes in relative energy costs, it is important to
control for other factors that determine production decisions and trade transactions. In particular, we use
detailed data on labor and capital inputs to track variation in labor and capital costs across industries
and across time.
Wages are calculated as the ratio of an industry’s payroll to the industry’s total number of employees,
giving the average annual salary in the industry. The CMF and ASM report payroll and employees for
each establishment-year, and we sum over all establishments in an industry to get industry totals. Wages
are summarized in Table 4. Average wages in the California subsample are comparable to those in the
full sample, and wage exhibits substantial heterogeneity in both samples.
Capital intensity is measured as the portion of value added not accounted for by wages to pro9
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We also weight this emissions rate by the average value of shipments for each industry.

Figure 3: Energy Share and Composition Across Select Sectors
This figure shows the average cost of electricity and fuels as a share of the value of shipments in 2012 for select sectors in
2012. Source: U.S. Census (Economic Census) Public Data.

duction workers. The CMF and ASM report value added and payroll for production workers for each
establishment-year, which we sum over all establishments in each industry. We then take the difference
between value added and production payroll and divide by value added to calculate capital intensity. This
measure is summarized in Table 4. Average capital intensity in the California subsample is comparable
to that in the full sample, and capital intensity also exhibits heterogeneity in both samples.

5

EMPIRICAL STRATEGY

The theoretical framework introduced in Section 3 provides an intuitive basis for our empirical analysis.
In Figure 1, an increase in domestic energy prices relative to foreign energy prices is shown to reduce
domestic production. Some of this reduction in domestic production is transferred to foreign jurisdictions.
Likewise, if domestic producers export to foreign markets, an increase in relative domestic operating costs
will weakly reduce export flows. Both margins of adjustment can lead to emissions leakage as foreign
production responds to domestic regulation.
In sum, the responsiveness of trade flows to changes in relative operating costs is an important determinant of leakage risk. Our empirical objective, therefore, is to characterize the extent to which domestic
production, imports and exports respond to changes in relative energy costs. We begin by summarizing
some important challenges that complicate this kind of estimation exercise in general. We then present
our estimation strategy and discuss how our approach responds to these challenges.
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Figure 4: Evolution of Emissions Intensity and Trade Exposure Over Time
This figure displays the average energy intensity and trade share over our time period. Values are
averaged across all establishments and transactions represented in our data. Energy Intensity (EI)
is measured as the share of energy costs over total input costs. Trade exposure (TE) is measure as
the share of imports and exports over imports and domestic production.
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5.1

EMPIRICAL CHALLENGES

Five key challenges complicate any analysis of the causal impacts of environmental regulation on trade
flows. We summarize these briefly below and discuss our strategies for dealing with each issue.
1. Although theory yields the clear prediction that policy-induced increases in domestic operating
costs will reduce net exports in emissions-intensive industries, the theory does not yield estimable
structural relationships between policy parameters and economic outcomes. To get any empirical
traction, researchers need to make assumptions about the structure or functional form of these
economic relationships. These choices can be fairly arbitrary, so it is important to evaluate how
sensitive empirical results are to alternative plausible assumptions.
2. Policy-induced changes in operating costs are one of many factors affecting firms’ import, export,
and production choices. As noted above, if this policy-induced cost variation is correlated with
other omitted factors, this can lead to spurious and misleading results. In what follows, we take
several steps to purge our estimates of the effects of potential confounds.
3. Prices and quantities are simultaneously determined. This simple fact greatly complicates empirical
tests for a causal effect of a regional emissions policy on trade flows. In our case, we are interested in
estimating how changes in relative energy prices (a proxy for market-based climate change policy)
affects trade patterns. Note that causal relationships can run in both directions. For example,
suppose economic growth abroad increases demand for our exports. This could increase domestic
manufacturing output, increase industrial energy demand, and increase domestic energy prices.
4. Industry-level response to production cost shocks can take time to play out completely; many
industries have large capital shares that adjust slowly. Documenting industry response over shorttime scales may capture only a fraction of the response to changes in relative operating costs
(e.g., short-run re-optimization over inputs to production). Taking measurements over longer time
horizons can capture long-run effects (e.g., effects on capital investment, entry, and exit), but the
longer the time horizon, the greater the risk that changes over time are driven by other pertinent
time-varying factors unrelated to regulation, leading to spurious responses between the policy and
industry responses. Empirical researchers must take care to interpret results in the context of how
they are constructed (i.e., short, medium, or long run changes).
5. There is significant inter-industry and intra-industry variation in production processes, market conditions, management strategies, etc. This variation could beget economically significant differences
in how firms and industries are impacted by policy-induced changes in energy costs. Thus, estimates of average effects can mask economically significant heterogeneity in industry and firm-level
responses and impacts.
With our particular application, we confront two additional challenges.
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1. We may overestimate the leakage risk in some industries. The preceding theoretical framework
models the responsiveness of foreign production (q f ) to a policy-induced change in domestic operating costs (τ ). However, we do not observe all foreign production in our data. Instead, we observe
only imports into the U.S. and domestic exports to foreign markets.10 The focus of our estimation
is, therefore, on the impacts on import and export flows. Estimated changes in import and export
volumes can be used to construct an upper bound on market transfers.
2. We are interested in assessing how complying with California’s greenhouse gas Cap-and-Trade Program affects industrial activity and associated trade flows. Compliance costs include the cost of
purchasing compliance instruments to offset CO2 emissions in a regional emissions trading program
and indirect costs that manifest as higher energy prices (which reflect the compliance costs of energy
suppliers). This policy took effect in 2013, whereas our data end in 2012. We therefore need to
use variation in relative operating costs that mimics the effect of compliance costs to estimate the
effects we are interested in.

5.2

ESTIMATING FRAMEWORK

We estimate how a change in domestic energy costs, conditional on other factors (including foreign energy
costs, labor costs, etc.), affects levels of domestic industrial production, import, and export flows. We
are particularly interested in estimating how trade volumes respond to changes in relative operating cost
because these estimates provide insights into the potential for market transfer in response to a change in
relative energy costs.
As noted above, theory does not provide explicit guidance on the choice of functional form for these
relationships. We thus evaluate a range of plausible forms. The most general form of the specifications
we estimate can be summarized as follows:
ln (yit ) = α0 + f (pdit , pfit , Xit ; β) + γ ln (wit ) + ϕi + ηst + εit ,
where
i = 6-digit NAICS index,
t = year index,
yit = aggregate outcome for industry i in year t,
pdit = domestic energy price,
pfit = foreign energy price (a vector of foreign electricity and gas prices),
Xit = Industry characteristics other than energy intensity (e.g., capital intensity),
wit = domestic wage,
ϕi = 3-digit NAICS fixed effects,
10

When we narrow our focus to consider California, we focus exclusively on trade flows through California ports to proxy
for imports to California and exports from California producers.
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ηst = year by sector (2-digit NAICS) fixed effects.
The dependent variable, yit , is the total value of domestic production, total value of imports, or total
value of exports, deflated to 2010 dollars. The relationship between these outcomes, domestic energy prices
(pdit ), foreign energy prices (pfit ), and observable industry characteristics (Xit ) such as energy intensity
and capital intensity is summarized above as f (pdit , pfit , Xit ; β). We estimate several alternative forms of
this relationship. The vector of parameters to be estimated is β. One restriction we impose across all
specifications is that foreign and domestic energy prices enter symmetrically.
Observations are weighted using the corresponding industry-specific average value. This is fairly standard in the literature because, in an unweighted regression, industries with very small shipments/import/export
values will have disproportionate effects on estimates.11 On another technical note, we find that some of
our estimates are sensitive to a small number of outlying observations. Several of these appear to be the
result of data entry errors. We follow the literature (e.g., Ederington et al. (2005)) and use an approach
suggested by Hadi (1992, 1994) to identify outliers in our data set; these outliers (which comprise less
than 0.2% of observations) are excluded from the analysis.
In addition to explicitly conditioning on time varying factors such as foreign energy prices and labor
costs, we include a set of fixed effects to control for other factors that determine domestic production,
import flows, and export flows, respectively. All preferred specifications include 4-digit NAICS industry
fixed effects to control for the effects of time-invariant factors (such as persistent differences in foreign
versus domestic production costs) that determine trade volumes and vary across industries. We also
include 2-digit NAICS-by-year fixed effects to control for time-varying sectoral trends.
Our empirical strategy was designed with the aforementioned challenges in mind. In what follows, we
briefly describe how out estimation strategy responds to each.
1. Functional form assumptions: Theory does not specify a particular functional form of the relationship between the outcome variables, relative energy prices, and energy intensity. We consider
a range of plausible formulations (192 alternative specifications altogether). These specifications
differ in terms of functional form and in terms of how key variables are defined and interacted.
For example, we estimate specifications that include relative energy prices (rather than allowing
domestic and foreign energy prices to enter separately and symmetrically). We experiment with
the inclusion of lagged dependent variables and with specifications that are more or less saturated
with fixed effects. In what follows, we will summarize estimation results from this range of plausible forms. This will allow readers to assess the sensitivity of key results to alternative structural
assumptions.
2. Endogeneity concerns: There are many factors that drive trends in industrial production, imports,
and exports. We cannot explicitly control for all of these factors. As noted above, if omitted
11

Some authors weight using average values that are computed using data from the period for which effects are estimated
(e.g., Aldy and Pizer (2015)). Because our pre-period weights are highly correlated with weights that are constructed using
data from our study period, our estimation results are not sensitive to how we construct the weights.
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variables are correlated with the factors we are most interested in (i.e., domestic energy prices),
then our estimates of the relationship between outcomes and domestic energy prices can be biased
and misleading. We include industry and sector-year fixed effects to sweep out the effects of possible
confounding factors. The energy price parameters are thus identified from deviations in domestic
energy prices from industry specific averages after adjusting for variation in foreign energy prices,
wages, and annual shocks common to all industries within a sector. The error term in our estimating
equations contain measurement and approximation error, plus any industry-specific time varying
elements of the outcome variable that are not captured by the other controls. Given that results
might be sensitive to alternative specifications, we present a battery of robustness checks below.
3. Multiple margins of response: We are somewhat limited in our abilities to capture long run responses given the available data. We do, however, make some distinction between responses to
changes in relative energy prices that hold some margins of adjustment fixed (i.e., establishments
are constrained in terms of their ability to re-optimize production) and responses that reflect firms’
ability to adjust fuel shares and/or the location of domestic production.
4. Heterogeneous responses: We are particularly interested in the extent to which the response to a
change in relative energy prices varies systematically with observable industry characteristics. We
summarize estimation results from specifications that capture heterogeneity in terms of energy intensity, capital intensity, and California share of production/trade volumes. Capital intensity serves
as a proxy for immobility; highly capital-intensive firms tend to be harder to relocate. Allowing
the responsiveness parameters to vary systematically with the California share measure facilitates
a test of whether industries with a large share of California production react differently to domestic
energy price shocks.
5. Trade flows as a proxy for market transfer: As noted above, our data does not include all foreign
production. Instead, we use U.S. imports and exports as a proxy measure of changes in foreign
production.
We can use our estimates of how import and export flows respond to a change in domestic energy
prices to bound the associated market transfer. If domestic imports are purely additional (i.e., when
domestic demand for imports falls, foreign production falls one-for-one) and if domestic exports
displace foreign production one-for-one, our estimated impacts on domestic imports and exports
can be used to construct a proxy measure of changes in foreign production. In contrast, if an
increase in domestic imports crowds out other demand, and/or if a reduction in foreign exports
is not replaced one-for-one by foreign production, our estimated impacts on trade flows will overestimate the market transfer. We will return to this point in the interpretation of our results.
6. Energy price variation as a proxy for a California carbon price: Our empirical strategy leverages
the fact that we observe significant variation in domestic energy prices during our study period.
As a result of sustained growth in domestic extraction, domestic natural gas prices have fallen
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substantially. Whereas natural gas is easy to transport by pipeline, it is costly to ship. Consequently,
the domestic production shock has driven a wedge between domestic and foreign energy prices (see
Figure 1). Ultimately, our ability to extract policy implications from this analysis is predicated on
the assumption that a careful analysis of how firms have historically responded to persistent changes
in relative energy costs can inform our understanding of how a carbon price would impact industrial
production and international trade flows.
We use detailed establishment-level data on energy expenditures and foreign energy prices, summarized in Section 4, to construct industry-specific measures of relative energy price variation over the
study period. We sweep out average differences across industries and sector-specific time trends.
We also condition on foreign energy prices and other time varying determinants (e.g., labor costs).
The variation in domestic energy costs that remains is used to estimate the relationship between
energy costs, industrial production and associated trade patterns.
In some respects, this variation provides a useful proxy for policy-induced energy price changes.
Compliance with a GHG emissions trading program affects industrial operating decisions primarily
via an increase in relative energy costs (i.e., the energy costs of regulated firms vis a vis their
unregulated rivals). Over the past several years we have seen firms and industries responding to a
sustained change in energy prices that is largely confined to the United States. The magnitude of
the energy price impacts associated with a $10 or $15 per metric ton of CO2 carbon price lie within
the scale of the variation in relative energy prices that we will use to identify impacts on production
and trade flows.
That said, the identifying variation in energy prices is not perfectly isomorphic to the policy-induced
change we wish to evaluate. One obvious difference is that we observe a decline in domestic energy
prices relative to foreign energy prices, while a carbon policy would work in the opposite direction.
Firms responses to recent reductions in relative energy prices can help us anticipate the response
to a carbon price if the carbon policy effectively unwinds the effects of recent reductions in relative
energy costs.
A second important consideration is that the relative energy price changes we observe are nationwide,
whereas California policy makers are interested in anticipating the effect of an emissions policy
confined to California and Québec. In those sectors where California producers comprise the vast
majority of domestic market (e.g., tomato processing), our estimates are directly relevant to the
California case. In other cases, our estimates likely overstate the impacts of a California Cap-andTrade Program.

6

ESTIMATION RESULTS

The theory above helps guide the empirical investigation by suggesting what factors are going to be
important determinants of how production, imports, and exports respond to changes in relative energy
prices. However, the theory leaves the exact relationship between those variables unspecified, which is why
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we have taken the approach of estimating many different functional forms. Our basic aim is to characterize
robust empirical relationships between variables that are common across specifications, helping reduce
concerns that our results are driven by specification error. Overall, we estimate close to 600 specifications
using the full sample of data covering 98 EITE industries. This estimation exercise generates thousands
of parameter estimates; far too many to report individually. To characterize the range of estimates we
obtain across the full suite of specifications, we will summarize the complete distribution of the most
policy relevant parameter estimates. To provide a more in depth understanding of the empirical results,
we select a small subset of specifications and analyze these estimates in depth.

6.1

ILLUSTRATIVE REGRESSIONS

We begin by presenting the results for three closely-related specifications, where the regressions differ in
how the response of the outcome variables to variation in domestic and foreign energy costs is modeled. In
the linear specification, log transformed measures of domestic and foreign energy prices are interacted with
an industry-specific measure of energy intensity. The log specification includes these same interactions, but
using log-transformed measures of energy intensity. We also estimate a more flexible specification in which
(log) energy prices are interacted with a piece-wise linear function of energy intensity.12 All specifications
include 3-digit NAICS fixed-effects, 2-digit NAICS-by-year fixed effects, and industry-specific measures
of time-variant wages. Domestic and foreign energy prices enter symmetrically in all specifications.
Table 6 summarizes the regression results generated using a comprehensive measure of energy cost
variation that reflects not only intertemporal variation in domestic and foreign energy prices but also
changes in fuel mix and regional allocation of industrial activity. These estimates thus capture multiple
margins of firms’ re-optimizing response to changes in relative energy costs. Coefficient estimates are reported in the top panel of results. Given the large number of parameters to be estimated, we report only
a subset of the coefficient estimates, omitting industry fixed effects, sector-year fixed effects, and interactions involving foreign energy prices. These unreported coefficients capture the effects of confounding
factors but do not have direct interpretation with respect to leakage quantification.
These coefficient estimates are difficult to interpret individually, particularly given the number of
parameters in each specification. To provide a more intuitive sense of what these estimates imply, we use
these regression coefficient estimates to calibrate industry-specific estimates of how domestic production,
imports, and exports respond to a given change in domestic energy prices. We construct these industryspecific responsiveness parameters as elasticities. These parameters measure the percent change in an
outcome associated with a one percent change in domestic energy prices. The middle panel summarizes
how these elasticity estimates vary across industries, with the 25th (P25), median (P50), and 75th (P75)
percentile estimates reported.
The first three columns of Table 6 summarizes the results the regression equations that analyze
variation in domestic production across time and across industries. Across all specifications, an increase
12

In particular, we consider a spline with three different pieces, at the 33rd and 66th percentile of the distribution of
energy intensity. This means that we allow the impacts to be different for the one third least energy-intensive industries, the
midrange energy intensive industries, and the one third most energy intensive industries.
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in domestic energy costs (conditioning of foreign energy costs and other factors) is associated with a
decrease in domestic production on average. The middle panel summarizes the distributions of elasticity
estimates. The larger (in absolute value) the elasticity estimate, the larger the estimated effect of a change
in energy costs on domestic production (in percentage terms). All estimates are negative (i.e., an increase
in energy costs is associated with a decrease in domestic production across all 97 industries).
As noted above, the table reports on specifications that differ in terms of the structure we impose
on the relationship between the production response to energy costs and energy intensity. We find that
our elasticity estimates are sensitive to how we specify the estimating equation. For example, using the
log specification, our estimates imply that a 10% increase in domestic energy prices is associated with a
10.6% decrease in domestic production for the median industry. Using the linear or spline specifications,
this median impact estimate is approximately half as large in absolute value.
The final six columns in Table 6 present analogous results for exports and imports, respectively.
Intuitively, an increase in domestic energy prices is associated with an increase in imports from foreign
markets and a decrease in export values. These estimated impacts are smaller in absolute value. For
exports, a 10% increase in domestic energy prices is associated with reductions ranging from 2.4% to
8.6% in the median industry. For imports, a 10% increase in domestic energy prices is associated with an
increase in import volumes ranging from 3.2% to 4.2% in the median industry. Several of these import
and export effects are noisy and cannot be distinguished statistically from zero.
We also report a second set of results use only the variation in fuel prices and energy intensities
generated by changes in domestic and foreign energy prices (i.e., holding fuel shares and the regional
allocation of domestic production fixed at baseline levels). These estimates isolate the effects of variation
in relative energy costs that is generated by changes in relative energy prices. Table 7 presents the
estimates. The qualitative results are similar to those in Table 6. Estimated elasticity parameters are
generally smaller in absolute value. This makes intuitive sense. The results summarized by Table 6
account for firms ability to re-optimize production (i.e., fuel mix and allocation of production across
regions) in response to relative changes in energy prices. In Table 7, underlying specifications hold these
margins of adjustment fixed at pre-period levels.
As another way of summarizing the output from our regressions, Figure 5 provides a graphical summary of the industry-specific elasticity parameters. For each industry, for each specification, we estimate
the elasticity of domestic production, imports, and exports to a percentage change in domestic energy
prices. Ordering industries according to energy intensity, we report the mean elasticity estimate together
with the 95% confidence interval. So, for example, for industries located close to the average of the energy intensity distribution (i.e., with energy costs accounting for approximately 6 percent of input costs,
an Energy Intensity of 0.06 in Figure 5.), a percentage increase in energy prices (conditioning on other
determinants) is associated with a decrease in shipment values on the order of 0.5 percent. Whereas the
point estimates for any given industry may be quite noisy, the general pattern is clear. Estimated impacts
on production and trade flows, in percentage terms, are generally small among industries with low energy
intensities. Estimated elasticities are larger in absolute value among the most energy-intensive industries.
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Figure 5: Coefficient Estimates along Energy Intensity
This figure displays the elasticities of domestic production, imports and exports with respect to domestic energy
prices, as a function of energy intensity, together with their 95% confidence interval. Our estimates suggest that
domestic production, imports and exports are most responsive for more energy-intensive industries.

One can also see that domestic production is the most responsive to changes in domestic energy prices
(in elasticity terms), whereas imports are least responsive.

Interactions. Specifications summarized so far emphasize heterogeneity in response to changes in energy prices along the dimension of energy intensity. However, this production and trade responsiveness
could vary along other observable dimensions. For example, “footlooseness,” the mobility of the industry’s production as a function of capital fixity, has been identified in the literature as a potentially
important determinant. We thus consider the interaction between domestic energy prices and capital
intensity. Additionally, and given our focus on California, we investigate whether these elasticity parameters vary systematically with the extent to which industrial activity (i.e., production, imports or exports)
is concentrated in California.
Table 8 summarizes the estimation results associated with these more flexible specifications that incorporate these additional interactions. The table pools estimates from across multiple specifications.
Examining these interaction terms, we find that industries with a larger presence in California (either
a larger share of domestic production, or a larger share of imports/exports flowing through California
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ports) tend to be somewhat more responsive to a change in relative energy costs. However, these interaction effects translate into small, statistically-indistinguishable differences in the distributions of trade
responsiveness parameters. Overall, the inclusion of additional interactions does not significantly affect
the distribution of calibrated parameters summarized by the coefficients for P25, P50, and P75.
In what follows, we will evaluate the impacts of a Cap-and-Trade Program carbon price using a range
of specifications, including those that accommodate a systematically different response among industries
with a larger California presence. The inclusion of these interactions does not significantly influence our
estimated impacts and conclusions.

6.2

MAIN RESULTS

As discussed above, theory provides an invaluable guide with respect to identifying key determinants of
emissions leakage and specifying measures that can be use to assess or anticipate where emissions leakage
is most likely to manifest. However, economic theory leaves much to be determined when it comes to
specifying precisely the underlying economic relationships. This begs the question: how sensitive are our
estimates of key parameters to these specification choices?
To address this question, we estimated close to 200 alternative specifications for each outcome variable.
Specifications vary in terms of how energy prices enter the equation, the extent to which we saturate the
model with fixed effects, how we construct our measures of energy costs, the set of interaction terms
included, etc. Although it is impractical to report tables of estimates for all 576 specifications, we can
summarize these results in a way that allows the reader to assess the robustness of the results.
Figure 6 provides a graphical summary of the range of estimates we obtain. These figures plot the
distribution of elasticity estimates at each of three percentiles (25, 50, and 75) across 192 different model
specifications. In the first row, we present density plots for domestic production elasticities at the 25,
50, and 75 percentiles of these elasticity distributions. Recall that the more extreme negative response is
associated with the 25th percentile industry. So the top left graph plots the range of estimates we obtain
at the 25th percentile of domestic production responses. At this 25th percentile, estimated elasticities are
negative across the vast majority of specifications. Although the sign of the effect is robust, the magnitude
of the estimated impacts are sensitive to our specification choices.
At the 75th percentile, we find a mass of estimates at zero which can be interpreted as a zero impact
of changes in relative energy prices on domestic production. We do observe some positive elasticity
estimates, particularly in the upper range of the distribution. Note that theory does not rule out a
positive production response to an increase in domestic energy prices. A relative increase in domestic
energy prices could lead to an increase in domestic production in relatively less carbon intensive sectors
if the energy cost shock results in substitution of less emissions intensive products for relatively more
emissions intensive products.13
The second row summarizes the range of estimates we obtain for exports. The results are comparable to
those for domestic production, with estimates being mostly negative across a wide range of specifications.
13
Our simple analytical model does not account for substitution of industrial outputs. Extending the model to accommodate
substitution between more and less emissions intensive products allows for positive production elasticities.
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Figure 6: Elasticity Estimates Across Specifications

This figure displays the density plots of the estimated elasticities over 192 different specifications.

However, we find some extreme outliers in our estimates, for a small subset of specifications. These
distributions also show that, in general, the response of exports tends to be smaller in absolute value as
compared to the response in domestic production. In other words, we find that exports are less responsive
to changes in relative energy prices.14
In the third row, we show the estimated effects for imports. Because these impacts are positive (i.e., an
increase in domestic energy prices is generally associated with an increase in import flows), the relatively
large responses are associated with the 75th percentile industries. At the 25th percentile, there is a mass
of zero impact estimates. Similar to exports, the sensitivity of imports is lower than that of domestic
production.
Finally, Table 9 reports industry-specific distributions of elasticity estimates for production, imports,
and exports. This table summarizes estimated production and trade responsiveness parameters (in terms
of elasticities) for each industry across the full suite of specifications estimated. Using the first industry
(breakfast cereal 311230) as an example, we see that the median estimate of the domestic production
14
This result is consistent with the empirical trade literature, which has shown that firms which export more are also
usually the most productive, and therefore potentially more able to weather the impacts of a carbon price.
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elasticity is -0.42 and that 50 percent of estimates lie between -0.19 (P75) and -0.55 (P25). In other
words, a 1 percent increase in domestic energy prices is associated with reductions in domestic production
on the order of 0.2 to 0.6 percent.

6.3

SIMULATED POLICY IMPACTS

These estimates can be used to simulate the effects of a carbon price on domestic production, imports,
and exports. Assuming complete pass-through by energy suppliers, we can calculate the effect of a
given carbon price on industry-specific energy prices by multiplying the carbon price (measured in $ per
metric ton CO2 ) by the industry-specific carbon intensity (measured in metric tons of CO2 /MMBTU)
and the industry-specific energy price (measured in $/MMBTU). Combining these price impacts with
our industry-specific elasticity estimates, we estimate the impact of a given carbon price on domestic
production, exports, and imports.
A specific example helps to fix ideas and connect the dots across two related studies. Consider
the example of fruit and vegetable processing (NAICS 311421). Based on our estimates of the emissions
intensity of energy inputs in this industry, and assuming complete pass through in energy prices, a $10 per
metric ton of CO2 carbon price would increase energy costs by approximately 8 percent. Combining this
energy price increase with our industry-specific elasticity estimates, we estimate reductions in domestic
production ranging from 2 percent (25th percentile estimate) to 5 percent (75th percentile estimate). This
is consistent with Hamilton et al. (2016), who estimate that a $10 per metric ton of CO2 carbon price
would result in a 4 percent decrease in California tomato processing.
Figure 7 displays the results for the subset of industries that currently eligible for output-based allowance allocations in California (including fruit and vegetable processors). The bars represent the interquartile range across all specifications. Domestic production impacts are clearly more negative for more
energy-intensive industries. The estimated impacts range from zero to a 30 percent reduction in domestic
production. The estimated reduction in domestic production for an industry with an about average energy intensity is approximately 5 percent. Exports effects are also negative, although somewhat smaller
(note effects are measured on a smaller scale), with the largest effects being around 25 percent. Imports
are expected to increase with a $10 per metric ton of CO2 carbon price, with the largest estimates being
around 15 percent.
It is important to note that the vast majority of industries in our data are not highly energy or
emissions intensive (e.g., with energy intensity above 0.2). Therefore, the estimated impacts in this range
are much more sensitive to the specification that we consider, with the interquartile range being quite
spread out. For energy-intensive industries for which we have more observations (i.e., in the 0.1 to 0.2
range), impacts on domestic production imply at most a 15 to 20 percent reduction, with exports being
around 10 to 15 percent at most, and import response being between 5 to 7 percent at most. For all
specifications, predicted impacts for non-energy-intensive industries are small.
Table 10 summarizes these results in greater detail. For each industry, we summarize the distribution
of elasticity estimates obtained across the 192 specifications we evaluate. Starting with the estimated
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Figure 7: Impact of a $10 per Metric Ton of CO2 Carbon Price
This figure displays the estimated impacts of a $10 per metric ton of CO2 carbon price, in percent.
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impacts on production, the most impacted are the emissions-intensive industries such as lime, cement,
and nitrogen fertilizer. For these industries, median estimated impacts on production are on the order of
20-30 percent. For the majority of industries, estimated effects are much smaller. For industries classified
by the Cap-and-Trade Regulation as low leakage risk, estimated median impacts average less than one
percent.
Turning to estimated impacts on exports, we see qualitatively similar patterns, although percentage
estimates are somewhat smaller in absolute value. Import estimates are even smaller (in absolute value).
Largest impacts among the top five emissions-intensive sectors range from 6 to 15 percent. Median
impacts among industries classified by ARB as low leakage risk under the Cap-and-Trade Program are
much smaller (on the order of 1 to 2 percent).
In our analysis, we have focused on CO2 emissions that are released in the process of consuming energy
and the associated costs incurred under a Cap-and-Trade program. As our empirical strategy
leverages historic energy prices to estimate impacts on domestic production and trade flows, our regression
estimates are relatively well suited to projecting the impacts of policy impacts that work via energy cost
increases. However, some industries, such as gas manufacturing or lime, also face additional compliance
costs due to the regulation of process emissions. In other words, these producers must purchase allowances
to offset not only energy-related emissions, but also emissions generated during the industrial production
process. In principle, we can extend our simulations of carbon price impacts to include these regulated
process emissions.

Table 11 presents a comparison between our estimated impacts with and without

process emissions for those industries that generate carbon emissions in excess of those directly related
to fossil fuel combustion. One can see that the impacts of a $10 carbon price can be substantially larger
for industries in which process emissions represent a large share of total emissions.
One of the challenges for the interpretation of these estimates is that we use variation in relative
energy prices to identify the effect of energy costs on production patterns. We do not explicitly control
for variation in input prices other than energy and labor. Sector fixed effects will capture sectoral trends
in input prices, intra-sector variation in input prices over time (especially energy intensive inputs) can
confound our ability to isolate the effect of variation in energy costs from the effects of variation in energyintensive input costs. For those industries in which non-energy input costs are strongly correlated with
the energy price index (e.g., nitrogen fertilizer and industrial gas manufacturing), our estimates of the
impact of energy price variation on production patterns is capturing both the direct and indirect effects of
energy prices on production costs. This confounds the interpretation of the impacts from process and nonprocess emissions. In some sense, we have already accounted for the effects of energy price variation on
energy (and carbon) intensive non-energy input costs. Thus, accounting for process emissions in addition
to energy-related emissions can significantly overstate the impacts of a carbon price on production. For
this reason, our preferred estimates are those that simulate impacts of a policy induced increase in energy
costs. Given our empirical strategy, these will indirectly capture a substantial component of processrelated compliance costs.
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6.4

IMPLICATIONS FOR LEAKAGE

Thus far, we have used our empirical results to estimate the responsiveness of domestic production and
trade flows to changes in relative energy prices. We have also simulated the impact of a carbon price on
domestic industrial production, foreign imports, and domestic imports (in percentage terms).
The natural next step, from the perspective of a policy maker looking to assess leakage risk and target
leakage mitigation measures, is to translate these responsiveness measures to corresponding measures of
market transfer and associated emissions leakage. However, pushing on to this next step amounts to
pushing up against the limits of available data. One complication is that calibrating the measures of
leakage risk implied by the theory requires dividing one noisy estimate by another. Other caveats include
the fact that we cannot directly observe foreign production and instead employ an imperfect proxy. In
what follows, we describe a conceptually consistent, albeit noisy and caveated, derivation of leakage risk
measures.
In principle, policy makers should target output-based subsidies at those industries where emissions
leakage per unit of output is greatest. In section 2, emissions leakage is defined to be the policy induced
increase in foreign emissions: ef · dqf . Emissions leakage can also be expressed per unit of domestic
production. In other words, when a carbon policy reduces domestic production incrementally, by how
much do emissions increase in foreign jurisdictions. This international leakage rate can be defined as
follows:
output-based leakage rate = ef ·

qf
qd

This is just the product of the market transfer rate and a measure of the marginal emissions intensity
of foreign production. Intuitively, this expression helps to clarify the rationale behind output-based
allowance allocation updating. A carbon price serves to internalize the damages caused by domestic
emissions. But the implicit production subsidy conferred by output-based subsidy reflects the emissions
avoided in foreign jurisdictions per unit of output in the regulated jurisdiction. The larger the impact on
foreign emissions, the higher the leakage risk, the larger the justifiable subsidy.
Finally, it is also insightful to measure emissions leakage per metric ton of emissions reduced within
the regulated jurisdiction:
emissions-based leakage rate =

e f qf
·
e d qd

In words, this emissions-based leakage rate is equal to the increase in foreign emissions per unit of
emissions reductions achieved under the incomplete (domestic) policy. This can also be expressed as the
market transfer rate (i.e., the rate at which a reduction in domestic production translates into an increase
in foreign production), multiplied by the ratio of marginal emissions rates

ef
ed .

A key component of both the emissions-based and output-based leakage rate is the market transfer
rate. The first step towards calibrating the market transfer rate using our empirical estimates involves
converting our estimated elasticities into level changes in imports, exports, and domestic production,
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respectively. Herein lies our first data limitation. Whereas exports out of, and imports into, the U.S.
are precisely recorded, foreign exports from California producers, or foreign import transactions that
have California as the final destination, are hard to separate. Presumably, some exports exiting (or
entering) through California’s ports originated (or are destined for) some other state. Similarly, not all of
California’s imports and exports come through California ports. For this reason, we focus on estimating
level changes in the trade flows that we can reliably measure. We multiply our estimated elasticities by the
corresponding baseline level of imports and exports, respectively. For each industry, we use the national
average value of shipments, average import value, and average export values over the period 2010-2014.
These estimates are used to construct an estimate of the national average rate of market transfer:
T ransf erRate =

|ElasImp| · Imp + |ElasExp| · Exp
.
|ElasP rod| · P rod

More precisely, we estimate the increase in foreign imports plus the reduction in domestic exports
(measured in dollar terms) associated with a dollar reduction in domestic production. Recall that we
cannot measure foreign production directly, so the sum of the change in imports plus exports can be
interpreted as an upper bound on the change in foreign production.
Note that these industry-specific transfer rates are constructed as a ratio of our imprecise elasticity
estimates. A ratio of noisy numbers can be very noisy; our industry-specific estimates of market transfer
rates are sensitive to changes in how the underlying estimating equations are specified. Keeping in mind
this lack of precision, point estimates of this upper bound estimate of market transfer rates are below
20 percent for most industries. These are interpreted as upper bounds because we expect that some
fraction of the increase in import demand represents a re-allocation of foreign production (versus absolute
increase).
In sum, this calibration exercise generates an approximate upper bound on national rates of markettransfer. In industries where California comprises a relatively small share of import demand and export
supply, we should expect smaller impacts. To convert these market transfer rates to production-based
leakage rates, one would need to multiply by industry-specific estimates of the marginal emissions intensity
of foreign production. This would provide an upper bound on how an incremental reduction in domestic
production affects carbon emissions in foreign jurisdictions, and an empirically calibrated measure of
leakage risk.
Given the noisiness of these estimates, we cannot estimate the transfer rate for any given industry
with any degree of confidence. But we can summarize general patterns in the estimates we obtain. Figure
8 shows a stylized heat map of maximum transfer rates as a function of energy intensity and trade shares.
The diamond markers represent the combinations of energy intensity and trade exposure for the industries
in our sample. One can see that there are some combinations of energy intensity and trade exposure that
do not exist in our data. The graph is relying in extrapolation based on a regression model where we
regress transfer rates for the industries that we observe on energy intensity and trade exposure. Consistent
with CARB’s policy, our transfer rates are highest for those industries classified as having a “high” risk
of leakage. On the contrary, low emitting industries and industries that have low trade exposure do not
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Figure 8: Heat Map of Transfer Rates
This figure displays estimated transfer rates as a function of energy intensity and trade share, as defined in the
text. It represents a smooth relationship between transfer rates and EITE characteristics, obtained by regressing
predicted transfer rates at the NAICS6 level on energy intensity, trade shares, and their interaction.

appear to have substantial transfer rates.
To convert these estimated market transfer rates into emissions leakage rates, we would need an
e

estimate of the ratio of marginal emissions intensities ( efd ). If the marginal emissions intensity of foreign
production is equal to the marginal emissions intensity of domestic production,

ef
ed

= 1, and this transfer

rate can be interpreted as the emissions leakage rate. If the marginal emissions intensity associated with
foreign production is higher (lower) than the domestic emissions intensity, our measure will under (over)
estimate the rate of emissions leakage.

7

CONCLUSION

Regional climate change policies are ineluctably incomplete; only a subset of the emissions sources that
contribute to the global climate change problem are subject to the regulation. Thus, policymakers working
to reduce global climate change must try to strike a balance between reducing emissions within their
jurisdiction and mitigating emissions leakage beyond their regulatory reach.
This report uses a simple analytical framework to understand the economic relationships that give
rise to emissions leakage. Intuitively, two key determining factors are the responsiveness of unregulated/outside producers to policy-induced changes in domestic operating costs (i.e., the market transfer
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rate) and the emissions intensity of the unregulated producers who respond.
To date, policy makers have used industry-level measures of domestic emissions intensity and trade
share to proxy for these determinants. This paper takes a different approach to measuring international
leakage risk. We leverage the fact that, in recent years, we observe significant variation in domestic energy
prices. In response to a production shock in the domestic oil and natural gas industries, domestic energy
prices have fallen substantially relative to foreign prices. We argue that some portion of this variation can
be used to isolate and estimate how changes in relative industrial operating costs (i.e., domestic versus
foreign) have impacted domestic production and associated trade patterns across different industries. We
use the estimated response of domestic production, foreign imports, and domestic exports to changes in
relative operating costs to calibrate industry-specific measures of market transfer rates.
In order to use our estimates to project the likely impact of a carbon price on trade flows, we must
assume that firms’ past response to recent changes in relative energy prices (i.e., domestic energy prices
relative to energy costs of our international trading partners) are informative about how these same firms
are responding/will respond to a climate policy-induced change in relative energy prices. Invoking this
assumption, we estimate the effects of a change in relative energy prices that mimics a $10 per metric
ton of CO2 price (in 2010 dollars). Note that, given data limitations, our results are best interpreted as
estimating the impacts of a nation-wide carbon regulation. In sectors where California establishments
account for a small share of total foreign import demand or export supply, our estimates are almost
certainly over estimates.
For most of the industries we consider, a $10 per metric ton of CO2 carbon price has a fairly small
impact on trade flows in percentage terms. Our median estimates imply reductions in export values on
the order of 6 percent or smaller for a majority of industries currently eligible for leakage protection in
California. For a handful of industries, we estimate larger impacts. For cement, lime, industrial gas,
wet corn milling, nitrogen fertilizer, iron and steel industries, we estimate impacts on export volumes of
20 percent or greater. Our estimates yield somewhat smaller (in absolute value) percentage impacts on
imports. We find increases in imports of 4 percent or less for most industries. Estimated impacts exceed
11 percent in cement, lime, and industrial gas industries.
Estimating the responsiveness of trade flows to energy price changes in percentage terms makes our
estimates more comparable across industries. But of course, the extent of the emissions leakage that
occurs will depend not only on the percentage change, but also the baseline level of trade flows, domestic
production, and the emissions intensities of the foreign producers that respond. In principle, elasticity estimates can be combined with baseline measures of trade flows and domestic production to identify those
industries where international market transfer rates (i.e., the rate at which reductions in domestic production translates into increases in foreign production) are potentially high. Combining these calibrated
transfer rates with estimates marginal emissions intensities in foreign jurisdictions provides a measure of
leakage risk.
We use our estimates to calibrate upper bounds on market transfer rates. The imprecision of our
estimates makes it difficult to estimate leakage potential for any particular industry with any degree
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of precision. However, the general patterns that emerge are insightful. Our estimated market transfer
rates, which should be viewed as an upper bound given that changes in net exports are unlikely to
translate one-for-one into increases in foreign production, fall at or below 20 percent for most industries.
Consistent with CARB’s policy, the leakage estimates are highest for those industries classified under the
Cap-and-Trade Program as “high” leakage risk. Those classified as “low risk” are generally associated
with smaller market transfer rates. These estimated transfer rates, coupled with estimates of foreign
emissions intensities, provide a basis for allocating output-based compensation to mitigate international
emissions leakage.

42

References
Aldy, J. E. and W. A. Pizer (2015). The Competitiveness Impacts of Climate Change Mitigation Policies.
Journal of the Association of Environmental and Resource Economists 2(4), 565 – 595.
Brunnermeier, S. B. and A. Levinson (2004). Examining the evidence on environmental regulations and
industry location. The Journal of Environment & Development 13(1), 6–41.
Bushnell, J. and J. Humber (2015, September). Rethinking trade exposure: The incidence of environmental charges in the nitrogenous fertilizer industry. Technical report, University of California at Davis
working paper.
Celasun, O., M. G. Di Bella, T. Mahedy, and C. Papageorgiou (2014). The US Manufacturing Recovery:
Uptick or Renaissance? Number 14-28. International Monetary Fund.
Ederington, J., A. Levinson, and J. Minier (2005). Footloose and pollution-free. Review of Economics
and Statistics 87 (1), 92–99.
Fischer, C. and A. K. Fox (2007). Output-based allocation of emissions permits for mitigating tax and
trade interactions. Land economics 83(4), 575–599.
Fischer, C. and A. K. Fox (2012). Comparing policies to combat emissions leakage: Border carbon
adjustments versus rebates. Journal of Environmental Economics and Management 64(2), 199 – 216.
Fowlie, M., S. Ryan, and M. Reguant (2016). Market-based Emissions Regulation and Industry Dynamics.
Journal of Political Economy 124(1), 249–302.
Grossman, G. M. and A. B. Krueger (1995). Economic growth and the environment. The Quarterly
Journal of Economics 110(2), 353–377.
Hadi, A. S. (1992). A new measure of overall potential influence in linear regression. Computational
Statistics & Data Analysis 14(1), 1–27.
Hadi, A. S. (1994). A modification of a method for the detection of outliers in multivariate samples.
Journal of the Royal Statistical Society. Series B (Methodological), 393–396.
Hamilton, S., E. Ligon, A. Shafran, and S. Villas-Boas (2016). Market transfer and emissions leakage
from ab32 regulations in california’s food processing industries: Case study of tomato, sugar, wet corn
and cheese markets. Technical report, California Air Resources Board.
Hausman, C. and R. Kellogg (2015). Welfare and distributional implications of shale gas. Technical
report, National Bureau of Economic Research.
Kenber, M., O. Haugen, and M. Cobb (2009). The effects of eu climate legislation on business competitiveness: A survey and analysis. Washington, DC: The German Marshall Fund of the United States.
43

Mani, M. S. (1996). Environmental tariffs on polluting imports. Environmental and Resource Economics 7 (4), 391–411.
Martin, R., M. Muuls, L. B. de Preux, and U. J. Wagner (2014). Industry compensation under relocation
risk: a firm-level analysis of the eu emissions trading scheme. American Economic Review 104(8),
2482–2508.
Melick, W. R. (2014). The energy boom and manufacturing in the united states. FRB International
Finance Discussion Paper.
Meunier, G., J.-P. Ponssard, and P. Quirion (2014). Carbon leakage and capacity-based allocations: Is
the EU right? Journal of Environmental Economics and Management 68(2), 262–279.
Pethig, R. (1976). Pollution, welfare, and environmental policy in the theory of comparative advantage.
Journal of environmental economics and management 2(3), 160–169.
Petrick, S. and U. J. Wagner (2014). The impact of carbon trading on industry: Evidence from german
manufacturing firms. Available at SSRN 2389800.
Quirion, P. (2009). Historic versus output-based allocation of ghg tradable allowances: a comparison.
Climate Policy 9(6), 575–592.
Siebert, H. (1977). Environmental quality and the gains from trade. Kyklos 30(4), 657–673.

44

Table 1: Relevant Data Sets
Data Set

Main Variables

Level Aggregation

Years

Notes

Longitudinal Firm
Trade Transactions
Database (LFTTD)

Value of transaction,
product HS code,
U.S. firm in trade,
port of entry/exit,
country of origin/
destination

Transaction

1993–2011

Restricted

Census of
Manufacturers (CMF)

Value of shipments,
value and quantity of
electricity purchased,
value of primary
fuels purchased,
wages, input costs,
capital intensity

EstablishmentYear

1997, 2002,
2007, 2012

Restricted

Annual Survey of
Manufacturers (ASM)

Same as CMF

EstablishmentYear

1993–2012
(excluding
CMF years)

Restricted

Longitudinal Business
Database (LBD)

Establishment-to-firm
linkage

Establishment-Year

1993–2012

Restricted

Manufacturing Energy
Consumption Survey
(MECS)

Primary energy
consumption
by fuel type

IndustryRegion-Year

1998, 2002,
2006, 2010

Public

State Energy
Data System (SEDS)

Primary energy price
by fuel type

State-Year

1993–2012

Public

Enerdata Global
Energy Data

Foreign electricity and
natural gas prices

Country-Year

1989–2011

Proprietary

IEA Energy
Prices and Taxes

Foreign electricity and
natural gas prices

Country-Year

1989–2011

Proprietary

Source: Own elaboration.
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Table 2: List of Included NAICS6 Industries
311111,
311230,
311512,
311822,
312120,
315233,
322130,
325193,
327112,
327992,
331419,

311119, 311211, 311212, 311213, 311221, 311222, 311223,
31131X, 311320, 311340, 311411, 311421, 311422, 311423,
311513, 311514, 311520, 311611, 311613, 311615, 311711,
311823, 311911, 311919, 311920, 311930, 311941, 311942,
312130, 315221, 315222, 315223, 315224, 315228, 315231,
315234, 315239, 315291, 315292, 321219, 322110, 322121,
324110, 324121, 325110, 325120, 325131, 325181, 325188,
325199, 325211, 325212, 325221, 325222, 325311, 325412,
327113, 327125, 327211, 327212, 327213, 327310, 327410,
327993, 331111, 331112, 331221, 331311, 331312, 331314,
331492, 331511, 332510, 333611, 335991, 336411, 336414

Notes: These are the NAICS6 codes included in our regression analysis.
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311225,
311511,
31181X,
311999,
315232,
322122,
325192,
325414,
327420,
331411,

Table 3: California Import and Export Flows

NAICS6
311230
311310
311421
311423
311512
311513
311514
311611
311613
311615
311911
311919
311999
312120
312130
322121
322130
324110
324121
324199
325120
325188
325193
325199
325311
325412
325414
327211
327213
327310
327410
327420
327993
331111
331221
331314
331492
331511
332112
332510
333611
336411
336414

Export value
mean
SD
(1)
(2)
48.60
66.19
668.47
626.33
120.36
537.26
1494.03
6812.04
146.28
424.57
204.77
142.86
1408.74
874.63
881.45
187.45
297.53
5653.63
30.53
3.19
191.02
735.00
1.25
3141.69
29.38
1455.58
1412.68
245.03
8.72
9.63
0.39
20.98
146.65
340.69
4.94
19.05
55.11
70.27
54.24
313.51
927.21
148.22
146.77

8.58
23.83
156.60
45.75
51.40
182.74
432.37
930.07
11.68
102.49
124.38
20.87
285.36
263.67
125.50
13.99
62.70
1161.50
3.86
2.80
13.80
1139.76
0.47
454.92
4.84
646.45
325.98
103.63
1.68
2.24
0.12
4.01
16.64
528.25
4.05
8.77
25.74
17.47
42.71
26.24
136.80
175.98
151.38

Import value
mean
SD
(3)
(4)
92.95
348.15
1234.14
183.37
11.19
71.20
140.24
1361.20
88.74
17.55
63.78
34.80
397.75
534.30
1418.45
492.38
212.61
5043.65
12.37
0.40
7.79
160.57
152.07
2548.20
420.04
2738.57
642.52
209.98
398.98
17.69
0.45
1.47
115.19
841.40
5.95
1.62
27.47
176.36
2.21
1462.06
578.06
233.69
12.68

8.34
65.68
75.18
19.33
5.70
5.74
38.48
395.47
22.80
7.17
7.63
11.11
52.94
13.85
137.33
49.33
12.01
519.06
13.20
0.32
2.25
259.55
157.00
600.89
95.10
390.79
142.95
39.12
88.28
8.18
0.14
0.59
14.98
1329.49
4.68
2.67
6.85
53.68
1.84
154.97
214.45
166.12
20.54

Export Share
mean
SD
(5)
(6)
0.08
0.17
0.24
0.70
0.53
0.44
0.39
0.47
0.12
0.09
0.30
0.25
0.32
0.30
0.60
0.06
0.06
0.06
0.22
0.10
0.36
0.24
0.00
0.09
0.04
0.05
0.11
0.21
0.03
0.04
0.01
0.08
0.16
0.07
0.05
0.24
0.06
0.08
0.46
0.14
0.09
0.04
0.11

0.01
0.06
0.03
0.01
0.05
0.03
0.03
0.01
0.02
0.02
0.07
0.01
0.03
0.04
0.02
0.01
0.01
0.01
0.05
0.06
0.03
0.01
0.00
0.01
0.00
0.03
0.02
0.08
0.01
0.01
0.00
0.01
0.01
0.00
0.01
0.15
0.02
0.02
0.03
0.01
0.01
0.05
0.10

Import Share
mean
SD
(7)
(8)
0.16
0.15
0.23
0.32
0.12
0.06
0.11
0.18
0.22
0.05
0.20
0.14
0.11
0.13
0.22
0.12
0.11
0.06
0.07
0.05
0.04
0.04
0.12
0.08
0.06
0.04
0.05
0.27
0.30
0.03
0.01
0.02
0.18
0.08
0.05
0.03
0.04
0.16
0.09
0.23
0.12
0.02
0.65

0.01
0.01
0.01
0.01
0.02
0.01
0.03
0.01
0.03
0.02
0.05
0.04
0.04
0.01
0.02
0.01
0.01
0.01
0.07
0.04
0.01
0.01
0.09
0.01
0.01
0.01
0.01
0.02
0.02
0.01
0.00
0.01
0.02
0.00
0.00
0.06
0.01
0.03
0.02
0.01
0.03
0.01
0.31

Notes: Import and export transaction data are available at the 6-digit NAICS level disaggregated by port from USA trade
online. This table summarizes trade transactions over the years 2010-2015. To construct a proxy measure for California
imports and exports, respectively, we aggregate trade flows through the three California ports: Los Angeles, San Diego, and
San Francisco. Columns (2) and (3) summarize annual domestic export values leaving these three California ports. Columns
(4) and (5) summarize annual foreign import values (cif) entering the U.S. through the three California ports. Columns
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(5)-(8) summarize export and import shares, where shares are defined as California values divided by U.S. totals.

Table 4: Summary Statistics of Main Variables (U.S./CA)
Panel A: United States
Mean

SD

SD
within
NAICS3

SD
NAICS3 &
yr × NAICS2

22.68

1.46

1.16

1.11

0.11

0.16

0.13

0.13

ln Value of imports

20.60

2.33

2.10

2.07

ln Value of exports

20.37

1.88

1.72

1.69

Domestic energy price

11.31

3.71

2.63

2.37

Foreign electricity price (exp)

8.19

2.33

2.28

1.13

Foreign electricity price (imp)

7.69

2.89

2.76

1.64

Foreign gas price (exp)

2.20

0.84

0.83

0.45

Foreign gas price (imp)

1.87

0.92

0.86

0.57

Energy intensity

0.07

0.08

0.06

0.06

Capital intensity

0.68

2.61

2.60

2.58

55.44

16.56

9.43

8.96

ln Value of shipments
Share shipments CA/US

ln Wage

Panel B: California Only
Mean

SD

SD
within
NAICS3

SD
NAICS3 &
yr × NAICS2

ln Value of shipments

19.91

2.33

2.07

2.03

ln Value of imports

18.10

3.05

2.57

2.52

ln Value of exports

18.30

2.04

1.88

1.83

Domestic energy price

16.56

8.39

7.62

7.13

Foreign electricity price (exp)

8.16

2.30

2.25

1.14

Foreign electricity price (imp)

7.73

2.91

2.77

1.62

Foreign gas price (exp)

2.20

0.85

0.83

0.45

Foreign gas price (imp)

1.85

0.93

0.87

0.57

Energy intensity

0.05

0.07

0.06

0.06

Capital intensity

0.73

1.55

1.52

1.50

54.56

18.03

13.07

12.63

ln Wage

Notes: All values deflated to 2010 U.S. dollars.
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Table 5: Summary Statistics of Energy Variables (U.S./CA)
Panel A: United States
Mean
(SD)

SD
within
NAICS3

SD
NAICS3 &
yr × NAICS2

Domestic energy price ($/MMBtu),
using contemporaneous shares

11.310
(3.707)

2.632

2.365

Domestic energy price ($/MMBtu),
using baseline shares

12.359
(5.172)

4.025

3.936

Energy intensity (share of inputs),
using contemporaneous shares

0.067
(0.079)

0.058

0.057

Energy intensity (share of inputs),
using baseline shares

0.056
(0.066)

0.049

0.049

Average CO2 emissions (tons per
MMBtu)

0.116
(0.024)

0.021

Average CO2 intensity (tons per
$1,000 value)

0.420
(0.585)

0.467

Average direct CO2 intensity (tons
per $1,000 value)

0.204
(0.317)

0.257

Panel B: California Only
Mean
(SD)

SD
within
NAICS3

SD
NAICS3 &
yr × NAICS2

Domestic energy price ($/MMBtu),
using contemporaneous shares

16.559
(8.385)

7.619

7.126

Domestic energy price ($/MMBtu),
using baseline shares

20.445
(83.909)

83.466

80.446

Energy intensity (share of inputs),
using contemporaneous shares

0.053
(0.074)

0.059

0.059

Energy intensity (share of inputs),
using baseline shares

0.049
(0.076)

0.059

0.059

Average CO2 emissions (tons per
MMBtu)

0.089
(0.015)

0.013

Average CO2 intensity (tons per
$1,000 value)

0.210
(0.314)

0.235

Average direct CO2 intensity (tons
per $1,000 value)

0.146
(0.260)

0.193

Notes: All values deflated to 2010 U.S. dollars.
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Table 6: Subset Regression Results: Contemporaneous Energy Intensity Measure
Value of Domestic Production
Linear
Logged
Spline
P
P x EI

Value of Exports
Linear
Logged
Spline

Value of Imports
Linear Logged
Spline

−0.27
(0.18)

−2.73∗∗∗
(0.29)

0.11
(0.33)

−0.22
(0.23)

−1.98∗∗∗
(0.50)

0.03
(0.35)

0.27
(0.19)

0.79∗
(0.43)

0.38
(0.34)

−6.79∗∗∗
(1.08)

−0.48∗∗∗
(0.07)

−26.08∗∗∗
(−26.08)

−3.14∗
(1.64)

−0.32∗∗∗
(0.11)

−1.96∗
(−1.96)

4.72∗∗∗
(1.31)

0.11
(0.09)

−5.49∗∗∗
(−5.49)

P x EI2p33-p66
P x EI3p66-p100

−12.38∗∗
(5.42)

−19.65∗∗
(9.10)

−1.29
(12.09)

−2.45∗
(1.44)

3.12
(2.25)

8.51∗∗∗
(1.65)

P Elec Exp

0.46
(0.35)

0.36
(0.38)

0.60∗
(0.34)

2.23∗∗∗
(0.72)

1.84∗∗
(0.79)

2.68∗∗∗
(0.74)

P Gas Exp

−0.70∗
(0.39)

−1.21∗∗∗
(0.35)

−1.46∗∗∗
(0.32)

0.95∗
(0.57)

0.91
(0.57)

0.24
(0.52)

P Elec Imp

−1.06∗∗∗
(0.22)

0.23
(0.38)

−0.82∗∗
(0.33)

1.47∗
(0.77)

0.20
(0.75)

1.20
(0.80)

P Gas Imp

2.07∗∗∗
(0.25)

1.90∗∗∗
(0.26)

2.19∗∗∗
(0.25)

0.77∗∗∗
(0.29)

0.93∗∗∗
(0.31)

1.23∗∗∗
(0.30)

Wages

−0.87∗∗∗
(0.17)

−0.88∗∗∗
(0.16)

−0.76∗∗∗
(0.16)

0.28
(0.27)

0.22
(0.24)

0.46∗
(0.25)

0.68∗∗∗
(0.18)

0.49∗∗∗
(0.19)

0.37∗
(0.20)

P25

−0.94∗∗∗
(0.17)

−1.61∗∗∗
(0.18)

−1.05∗∗∗
(0.22)

−0.53∗∗
(0.23)

−1.24∗∗∗
(0.29)

−0.75∗∗
(0.32)

0.34∗
(0.19)

0.31
(0.20)

0.27
(0.34)

P50

−0.48∗∗∗
(0.17)

−1.06∗∗∗
(0.17)

−0.54∗∗∗
(0.18)

−0.32
(0.22)

−0.86∗∗∗
(0.23)

−0.24
(0.27)

0.42∗∗
(0.18)

0.39∗
(0.21)

0.32
(0.33)

P75

−0.37∗∗
(0.17)

−0.71∗∗∗
(0.18)

−0.28
(0.18)

−0.26
(0.22)

−0.65∗∗∗
(0.22)

−0.00
(0.25)

0.74∗∗∗
(0.19)

0.52∗∗
(0.26)

0.48
(0.32)

0.67

0.68

0.70

0.70

0.69

0.72

0.42

0.41

0.45

1,524

1,524

1,524

1,426

1,426

1,426

1,426

1,426

1,426

R2
Obs.

Notes: Dependent variables are the log transformed value of domestic production, value of imports, and value of exports,
respectively. The unit of observation is an industry-year, where industry is defined at the NAICS6 level. All specifications
include industry fixed effects, sector-year fixed effects, industry specific measures of labor costs, domestic energy costs, and
foreign energy costs. Domestic and foreign energy costs are interacted with contemporaneous industry-specific measures of
energy intensity. Each set of regression results can be used to calibrate industry-specific estimates of the percentage change
in the dependent variable associated with a percentage change in domestic energy prices. The distribution of these industryspecific elasticity parameters are summarized in the second panel. Robust standard errors are reported in parentheses; *
p < 0.1, ** p < 0.05, *** p < 0.01.
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Table 7: Subset Regression Results: Invariant Energy Intensity Measure
Value of Domestic Production
Linear
Logged
Spline
P
EI x P

Value of Exports
Linear
Logged
Spline

Value of Imports
Linear
Logged
Spline

0.10
(0.19)

−2.90∗∗∗
(0.51)

1.51∗∗∗
(0.40)

−0.11
(0.24)

−2.62∗∗∗
(0.62)

1.22∗∗∗
(0.37)

0.16
(0.19)

0.37
(0.29)

0.55
(0.44)

−8.22∗∗∗
(1.61)

−0.65∗∗∗
(0.11)

−91.47∗∗∗
(−91.47)

−5.21∗∗∗
(1.86)

−0.53∗∗∗
(0.13)

−80.99∗∗∗
(−80.99)

2.46∗∗
(1.06)

0.03
(0.08)

−23.99∗∗∗
(−23.99)

EI2 x P

−12.76∗∗
(6.24)

−13.62∗
(8.13)

2.16
(6.16)

EI3 x P

−1.09
(1.62)

−0.41
(2.11)

4.51∗∗∗
(1.49)

P Elec Exp

−1.25∗∗
(0.59)

−2.20∗∗∗
(0.49)

−1.82∗∗∗
(0.49)

0.85
(0.66)

0.89
(0.86)

0.44
(0.67)

P Gas Exp

−0.02
(0.50)

−0.21
(0.39)

−0.51
(0.38)

1.85∗∗∗
(0.64)

1.52∗∗∗
(0.57)

0.93∗
(0.53)

P Elec Imp

−2.01∗∗∗
(0.33)

0.21
(0.56)

−2.01∗∗∗
(0.46)

−0.98∗∗
(0.47)

−1.54∗∗∗
(0.57)

−1.16
(0.71)

P Gas Imp

2.75∗∗∗
(0.29)

2.06∗∗∗
(0.29)

2.27∗∗∗
(0.29)

2.41∗∗∗
(0.46)

2.39∗∗∗
(0.47)

2.62∗∗∗
(0.47)

Wages

−0.90∗∗∗
(0.16)

−0.47∗∗∗
(0.14)

−0.23
(0.15)

0.13
(0.25)

0.60∗∗∗
(0.21)

0.90∗∗∗
(0.23)

0.70∗∗∗
(0.18)

0.64∗∗∗
(0.19)

0.66∗∗∗
(0.20)

P25

−0.54∗∗∗
(0.19)

−1.24∗∗∗
(0.28)

−0.75∗∗
(0.34)

−0.52∗∗
(0.22)

−1.28∗∗∗
(0.34)

−0.88∗∗
(0.39)

0.20
(0.19)

0.25
(0.20)

0.14
(0.21)

P50

−0.09
(0.18)

−0.46∗∗
(0.22)

−0.21
(0.21)

−0.23
(0.22)

−0.66∗∗∗
(0.25)

−0.31
(0.27)

0.22
(0.18)

0.26
(0.18)

0.23
(0.22)

P75

−0.02
(0.18)

−0.17
(0.21)

0.11
(0.20)

−0.19
(0.23)

−0.42∗
(0.24)

−0.02
(0.26)

0.35∗∗
(0.16)

0.30∗
(0.17)

0.34
(0.22)

0.66

0.70

0.71

0.70

0.71

0.73

0.40

0.40

0.42

1,524

1,524

1,524

1,426

1,426

1,426

1,426

1,426

1,426

R2
Obs.

Notes: Dependent variables are the log transformed value of domestic production, value of imports, and value of exports,
respectively. The unit of observation is an industry-year, where industry is defined at the NAICS6 level. All specifications
include industry fixed effects, sector-year fixed effects, industry specific measures of labor costs, domestic energy costs, and
foreign energy costs. Domestic and foreign energy costs are interacted with time-invariant industry-specific measures of
energy intensity. Each set of regression results can be used to calibrate industry-specific estimates of the percentage change
in the dependent variable associated with a percentage change in domestic energy prices. The distribution of these industryspecific elasticity parameters are summarized in the second panel. Robust standard errors are reported in parentheses; *
p < 0.1, ** p < 0.05, *** p < 0.01.
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Table 8: Regression Results with Capital Intensity Interactions
Interaction

Value of Production
CA
Capital

Value of Exports
CA
Capital

Value of Imports
CA
Capital

P25

−0.870∗∗∗
(0.239)

−0.994∗∗∗
(0.238)

−0.816∗∗∗
(0.283)

−0.858∗∗∗
(0.291)

0.147
(0.204)

0.207
(0.211)

P50

−0.397∗∗
(0.196)

−0.479∗∗
(0.193)

−0.469∗
(0.252)

−0.453∗
(0.245)

0.284
(0.212)

0.268
(0.201)

P75

−0.154
(0.194)

−0.252
(0.191)

−0.277
(0.228)

−0.274
(0.237)

0.420∗∗
(0.210)

0.404∗
(0.212)

−0.316∗∗∗
(0.118)

−0.005∗
(0.008)

−0.317∗∗
(0.141)

0.004
(0.018)

0.942∗∗∗
(0.180)

−0.003
(0.005)

0.69

0.69

0.70

0.70

0.43

0.42

1,524

1,524

1,426

1,426

1,426

1,426

Interaction
R2
Obs.

Notes: Dependent variables are the log transformed value of domestic production, value of imports, and value of exports,
respectively. The unit of observation is an industry-year, where industry is defined at the NAICS6 level. All specifications
include industry fixed effects, sector-year fixed effects, industry specific measures of labor costs, domestic energy costs, and
foreign energy costs. Domestic and foreign energy costs are interacted with industry-specific measures of energy intensity as
well as California share (CA) and capital share (Capital). Robust standard errors are reported in parentheses; * p < 0.1, **
p < 0.05, *** p < 0.01. The distribution of the implied industry-specific elasticity parameters are summarized in the table.
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Table 9: Coefficient Estimates of Elasticities with respect to Energy Price by NAICS6
NAICS6

P25

Production
P50

P75

P25

Exports
P50

P75

P25

Imports
P50

P75

311230
311310
311421
311423
311512
311513
311514
311611
311613
311615
311911
311919
311999
312120
312130
322121
322130
324110
324121
325120
325188
325193
325199
325311
325412
325414
327211
327213
327310
327410
327420
327993
331111
331221
331314
331492
331511
332510
333611
336411
336414

-0.55
-0.77
-0.55
-0.73
-0.27
-0.27
-0.48
-0.11
-1.24
-0.43
-0.19
-0.56
-0.49
-0.52
-0.48
-1.35
-1.45
-0.42
-1.04
-2.09
-1.49
-1.35
-1.08
-1.64
-0.37
-0.45
-1.59
-1.56
-2.08
-2.42
-1.46
-1.31
-1.28
-0.65
-0.60
-0.81
-1.18
-0.32
-0.28
-0.08
-0.10

-0.42
-0.50
-0.48
-0.57
-0.16
-0.12
-0.40
0.05
-1.02
-0.33
-0.11
-0.43
-0.40
-0.46
-0.30
-0.98
-1.22
-0.29
-0.74
-1.89
-1.11
-1.11
-0.75
-1.32
-0.27
-0.36
-1.38
-1.30
-1.95
-2.07
-1.20
-1.04
-0.88
-0.48
-0.50
-0.51
-0.78
-0.13
-0.14
0.07
-0.01

-0.19
-0.26
-0.20
-0.35
-0.03
0.07
-0.16
0.50
-0.77
0.00
0.04
-0.19
-0.18
-0.21
-0.22
-0.76
-0.86
-0.20
-0.61
-1.47
-0.85
-0.86
-0.56
-1.07
-0.14
-0.11
-1.00
-0.99
-1.38
-1.62
-0.86
-0.78
-0.69
-0.28
-0.28
-0.38
-0.57
0.21
-0.05
0.46
0.14

-0.61
-0.68
-0.58
-0.86
-0.47
-0.30
-0.62
-0.24
-1.26
-0.35
-0.35
-0.70
-0.68
-0.69
-0.60
-1.20
-1.34
-0.52
-1.12
-1.67
-1.34
-1.30
-1.05
-1.40
-0.51
-0.53
-1.41
-1.39
-1.64
-1.73
-1.34
-1.26
-1.14
-0.80
-0.81
-0.80
-1.07
-0.27
-0.36
-0.14
-0.25

-0.32
-0.50
-0.32
-0.48
-0.21
-0.19
-0.30
-0.13
-0.84
-0.29
-0.20
-0.32
-0.31
-0.32
-0.26
-0.78
-0.91
-0.27
-0.77
-1.37
-0.89
-0.92
-0.75
-1.00
-0.26
-0.28
-1.02
-0.99
-1.52
-1.59
-0.90
-0.83
-0.77
-0.39
-0.39
-0.44
-0.78
-0.12
-0.24
-0.12
-0.18

-0.27
-0.37
-0.26
-0.36
-0.18
-0.02
-0.26
0.14
-0.66
-0.17
0.00
-0.29
-0.27
-0.28
-0.21
-0.64
-0.72
-0.21
-0.56
-1.10
-0.71
-0.61
-0.53
-0.80
-0.20
-0.20
-0.82
-0.78
-1.03
-1.28
-0.70
-0.65
-0.59
-0.28
-0.33
-0.32
-0.54
0.01
-0.17
0.09
0.01

0.12
0.20
0.19
0.19
0.11
0.10
0.17
0.17
0.30
0.18
0.18
0.19
0.18
0.15
0.18
0.32
0.30
0.14
0.20
0.64
0.35
0.34
0.23
0.49
0.09
0.14
0.46
0.47
0.64
0.67
0.32
0.32
0.30
0.15
0.13
0.15
0.29
0.17
0.16
0.15
0.23

0.21
0.25
0.26
0.25
0.18
0.18
0.21
0.23
0.42
0.21
0.24
0.26
0.22
0.21
0.25
0.37
0.47
0.19
0.27
0.76
0.44
0.48
0.28
0.60
0.18
0.20
0.59
0.59
0.88
0.92
0.46
0.41
0.34
0.21
0.23
0.23
0.30
0.25
0.19
0.20
0.31

0.27
0.36
0.32
0.42
0.25
0.29
0.27
0.31
0.67
0.28
0.32
0.39
0.27
0.27
0.31
0.58
0.58
0.27
0.32
1.01
0.58
0.63
0.35
0.64
0.25
0.28
0.81
0.79
1.24
1.33
0.57
0.68
0.50
0.27
0.27
0.28
0.40
0.34
0.25
0.30
0.58

Notes: This table reports the estimates in Figures 5 and 6 at the NAICS6 level.
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Table 10: Impact of a $10 per Metric Ton of CO2 Carbon Price by 6-digit NAICS
NAICS6
311230
311310
311421
311423
311512
311513
311514
311611
311613
311615
311911
311919
311999
312120
312130
322121
322130
324110
324121
325120
325188
325193
325199
325311
325412
325414
327211
327213
327310
327410
327420
327993
331111
331221
331314
331492
331511
332510
333611
336411
336414

CO2 /
MMBtu

P
($/MMBtu)

0.12
0.08
0.09
0.09
0.11
0.11
0.10
0.12
0.09
0.13
0.12
0.09
0.13
0.10
0.10
0.10
0.10
0.10
0.08
0.15
0.13
0.08
0.09
0.11
0.12
0.12
0.09
0.08
0.12
0.09
0.09
0.12
0.13
0.11
0.08
0.13
0.14
0.14
0.13
0.14
0.13

9.46
5.78
10.90
9.62
9.80
10.27
9.75
10.28
8.99
12.18
13.75
9.68
11.45
10.57
17.74
8.92
9.03
10.35
10.14
11.39
10.55
7.25
8.30
8.11
12.65
13.40
9.33
10.01
7.20
5.71
8.85
9.96
8.84
11.75
9.59
11.16
10.92
14.91
16.73
14.43
18.23

Production
P25
P50
P75

Exports
P25
P50
P75

Imports
P25 P50 P75

-0.07
-0.11
-0.05
-0.07
-0.03
-0.03
-0.05
-0.01
-0.12
-0.05
-0.02
-0.05
-0.06
-0.05
-0.03
-0.15
-0.16
-0.04
-0.08
-0.28
-0.18
-0.15
-0.12
-0.22
-0.04
-0.04
-0.15
-0.12
-0.35
-0.38
-0.15
-0.16
-0.19
-0.06
-0.05
-0.09
-0.15
-0.03
-0.02
-0.01
-0.01

-0.08
-0.09
-0.05
-0.08
-0.05
-0.03
-0.06
-0.03
-0.13
-0.04
-0.03
-0.07
-0.08
-0.07
-0.03
-0.13
-0.15
-0.05
-0.09
-0.22
-0.17
-0.14
-0.11
-0.19
-0.05
-0.05
-0.14
-0.11
-0.27
-0.27
-0.14
-0.15
-0.17
-0.07
-0.07
-0.09
-0.14
-0.03
-0.03
-0.01
-0.02

0.02
0.03
0.02
0.02
0.01
0.01
0.02
0.02
0.03
0.02
0.02
0.02
0.02
0.01
0.01
0.04
0.03
0.01
0.02
0.08
0.04
0.04
0.02
0.07
0.01
0.01
0.04
0.04
0.11
0.11
0.03
0.04
0.04
0.01
0.01
0.02
0.04
0.02
0.01
0.01
0.02

-0.05
-0.07
-0.04
-0.05
-0.02
-0.01
-0.04
0.01
-0.10
-0.04
-0.01
-0.04
-0.05
-0.04
-0.02
-0.11
-0.14
-0.03
-0.06
-0.25
-0.14
-0.12
-0.08
-0.18
-0.03
-0.03
-0.13
-0.10
-0.33
-0.33
-0.12
-0.13
-0.13
-0.04
-0.04
-0.06
-0.10
-0.01
-0.01
0.01
-0.00

-0.02
-0.04
-0.02
-0.03
-0.00
0.01
-0.02
0.06
-0.08
0.00
0.00
-0.02
-0.02
-0.02
-0.01
-0.09
-0.10
-0.02
-0.05
-0.19
-0.10
-0.09
-0.06
-0.15
-0.01
-0.01
-0.10
-0.08
-0.23
-0.26
-0.09
-0.09
-0.10
-0.03
-0.02
-0.04
-0.07
0.02
-0.00
0.04
0.01

-0.04
-0.07
-0.03
-0.04
-0.02
-0.02
-0.03
-0.02
-0.08
-0.03
-0.02
-0.03
-0.04
-0.03
-0.01
-0.09
-0.10
-0.03
-0.06
-0.18
-0.11
-0.10
-0.08
-0.14
-0.02
-0.03
-0.10
-0.08
-0.25
-0.25
-0.09
-0.10
-0.11
-0.04
-0.03
-0.05
-0.10
-0.01
-0.02
-0.01
-0.01

-0.03
-0.05
-0.02
-0.03
-0.02
-0.00
-0.03
0.02
-0.07
-0.02
0.00
-0.03
-0.03
-0.03
-0.01
-0.07
-0.08
-0.02
-0.04
-0.14
-0.09
-0.07
-0.06
-0.11
-0.02
-0.02
-0.08
-0.06
-0.17
-0.20
-0.07
-0.08
-0.09
-0.03
-0.03
-0.04
-0.07
0.00
-0.01
0.01
0.00

0.03
0.03
0.02
0.02
0.02
0.02
0.02
0.03
0.04
0.02
0.02
0.02
0.02
0.02
0.01
0.04
0.05
0.02
0.02
0.10
0.05
0.05
0.03
0.08
0.02
0.02
0.06
0.05
0.15
0.15
0.05
0.05
0.05
0.02
0.02
0.03
0.04
0.02
0.01
0.02
0.02

0.03
0.05
0.03
0.04
0.03
0.03
0.03
0.04
0.07
0.03
0.03
0.04
0.03
0.03
0.02
0.07
0.06
0.03
0.03
0.13
0.07
0.07
0.04
0.09
0.02
0.03
0.08
0.06
0.21
0.21
0.06
0.08
0.07
0.03
0.02
0.03
0.05
0.03
0.02
0.03
0.04

Notes: This table reports the estimates in Figure 7 at the 6-digit NAICS level for a $10 carbon price per metric ton of CO2
in 2010 U.S. dollars.
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Table 11: Impact of a $10 per Metric Ton of CO2 Carbon Price with Process Emissions
Industry
NAICS6
324110
325120
325311
327211
327213
327310
327410
327993
331111

331492

Petroleum Refineries
Industrial Gas Manufacturing
Nitrogenous Fertilizer
Manufacturing
Flat Glass Manufacturing
Glass Container Manufacturing
Cement Manufacturing
Lime Manufacturing
Mineral Wool Manufacturing
Iron and Steel Mills and
Ferroalloy Manufacturing
Secondary
Smelting/Refining/Alloying
of Nonferrous Metal

Production P50
No process Process

Exports P50
No process Process

Imports P50
No process Process

-0.03
-0.25

-0.04
-4.98

-0.03
-0.18

-0.04
-3.61

0.02
0.10

0.03
2.00

-0.18

-0.72

-0.14

-0.54

0.08

0.33

-0.13

-0.18

-0.10

-0.13

0.06

0.08

-0.10

-0.14

-0.08

-0.11

0.05

0.06

-0.33
-0.33
-0.13

-0.72
-1.09
-0.15

-0.25
-0.25
-0.10

-0.56
-0.84
-0.12

0.15
0.15
0.05

0.33
0.48
0.06

-0.13

-0.20

-0.11

-0.17

0.05

0.08

-0.06

-0.24

-0.05

-0.21

0.03

0.11

Notes: This table reports the estimated median impacts of a $10 carbon price per metric ton of CO2 in 2010 U.S. dollars
for industries with substantial process emissions. The table provides a comparison of estimates without including process
emissions (“No process”), which are our baseline estimates in Table 10, and including them (“Process”).
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Employment and Output Leakage under California’s Cap-andTrade Program
Wayne Gray, Joshua Linn, Richard Morgenstern
Introduction
The global nature of the climate change problem creates special challenges for regional
initiatives to reduce greenhouse gas (GHG) emissions. The possibility that economic activity
may relocate from areas with high regulatory costs to lower costs ones raises concerns about
potentially adverse impacts of a regional GHG cap-and-trade program on industrial
competitiveness, trade flows, and emissions “leakage” for emissions-intensive and trade-exposed
(EITE) industries.
Emissions leakage occurs when an environmental regulation induces a shift in industrial
production (and associated emissions) to less stringently regulated areas. In setting up a cap-andtrade program, California’s Global Warming Solutions Act of 2006 (AB 32) directs state
regulators “to minimize leakage to the extent feasible.” To comply with this requirement, the
California Air Resources Board (CARB) has developed a methodology to identify those
industries most at risk of emissions leakage. This method, based on industry-level measures of
emissions intensity and trade share, has been used to determine the initial free allocation of
allowances. While these metrics provide a useful point of departure, over the long term,
additional analyses and possibly additional metrics may be required to determine future levels of
free allocation for each industry.
Because GHG cap-and-trade programs of the type adopted in California will raise energy
prices faced by manufacturing plants in California, we use historical plant-level data to examine
the effects of energy prices on the competitiveness of California plants compared with domestic
competitors. The analysis focuses on the EITE sectors CARB has identified and in the first stage
uses a transparent approach to model the relationship between energy prices and
competitiveness. A second stage of the analysis simulates the effects of the California program
on these sectors.
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The analysis is based on confidential plant-level data from the Census of Manufacturers
(CMF) and Annual Survey of Manufacturers (ASM) over the 20-year period from 1989 to 2009.
We estimate the effects of California and non-California energy prices on plants located both
inside and outside the state. The outcomes include output, value added, and employment. For the
purposes of the simulation, we assume that the Cap-and-Trade Program raises energy prices in
California proportional to the compliance cost and does not directly affect energy prices outside
California.1 This report describes the statistical methodology, construction of the dataset,
estimation results for both short- and long-run periods, and simulation results.
Overall, for an assumed compliance cost of $10/metric ton of carbon dioxide equivalent
(CO2)2 in California, no output-based updating, and zero compliance cost elsewhere, we find
zero or below 3 percent one-year impacts for almost a third of the California EITE industries
studied, although some are more adversely affected, with the largest output losses ranging up to
17 percent. The typical industry experiences short-run employment, output, and value-added
decreases of 4–6 percent. For $20/metric ton CO2 compliance cost, the output decreases are
larger, approximately on a proportionate basis.
We estimate much smaller effects for the long run than the short run, although for
statistical reasons we suggest caution when interpreting the long-run results for individual
industries. The largest output losses after five years are below 1 percent for the $10/metric ton of
CO2 compliance cost, and most industries experience little or no reductions in output. The typical
industry experiences a long-run output increase of 0.2 percent and employment and value-added
decreases of 1.3 and 0.1 percent.
These estimates reflect changes in output, employment, and value added in California
relative to other regions in the United States, and they do not account for the effects of a
California compliance cost on national totals. This interpretation of the simulation results is
consistent with the underlying statistical model, which characterizes the effects of energy prices
on economic activity at California plants relative to domestic plants located outside of California.
To the extent that an increase in California energy prices would reduce total national economic
1

“Compliance cost” is the cost of purchasing one Cap-and-Trade Program allowance or one compliance offset
credit, each of which allows for the emission of 1 metric ton of carbon dioxide equivalent.
2

“Carbon dioxide equivalent” is the the number of metric tons of CO2 emissions with the same global warming
potential as one metric ton of another greenhouse gas.
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activity for a specific industry, e.g., by decreasing consumption or increasing imports, our
simulation results understate the absolute decreases in California activity, but overstate
emissions leakage.
Methodology
This section describes the methodology for estimating the effects of energy prices on
various plant-level outcomes. We first estimate the parameters from a model that links
employment, output, and value added to energy prices faced by California plants and their
competitors. In the second stage we use the estimated parameters to simulate the effects of Capand-Trade Program-induced compliance cost increases on employment, output, and value added.
Apart from the substantial literature based on computable general equilibrium models
(for example, Fischer and Fox 2012) that have examined competitiveness and leakage issues,
two recently published empirical papers are particularly relevant to the analysis developed here.
Focusing on differences in industry-specific employment levels across adjacent US counties,
Kahn and Mansur (2013) model the effects of county-specific electricity prices and
environmental regulation on an establishment’s locational choices. Using a 12-year county-level
cross-sectional time series panel of 21 manufacturing industries, they find that electricity prices
are a significant determinant of plant location for energy-intensive industries. In contrast, the
electricity price effects are modest for the typical manufacturing industry. The elasticity of
employment with respect to the price of electricity (i.e., the percent change in employment
caused by a 1 percent electricity price increase) ranges between –0.15 for the computer products
industry and –1.17 for the energy-intensive primary metals industry.
Aldy and Pizer (2015) model the effect of energy prices on industry-specific production
decisions using a 35-year panel of approximately 450 US manufacturing industries. Like Kahn
and Mansur, they find that energy prices have a substantial effect on output for energy-intensive
industries. Specifically, Aldy and Pizer estimate a negative output to energy price elasticity for
all industries with an energy intensity (defined as the ratio of energy costs to value of shipments,
multiplied by 100) greater than 0.7 percent and statistically significant elasticities when energy
intensity exceeds 2.5 percent. For the most energy-intensive industries, whose intensity exceeds
15 percent, output to energy price elasticities are roughly –0.4.
These papers provide important insights into the effects of energy prices on
manufacturing activity. Although we are similarly interested in the effects of energy prices on
output and employment, we develop a statistical model and dataset that is specifically tailored to
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analyzing the effects of California’s Cap-and-Trade Program on emissions leakage. Our
approach differs from theirs in several key ways. First, we conduct the analysis at the plant level
and report results by six-digit North American Industry Classification System (NAICS) industry.
In contrast, Kahn and Mansur use county-level data and much more aggregated industry
definitions. The Aldy and Pizer study is strictly a national-level analysis. Using subnational data
is essential for evaluating the effects of California’s Cap-and-Trade Program on leakage, and we
are able to report results based on local energy prices for a highly disaggregated set of industries.
.
Second, we use multiple measures of plant-level activity, including production, value
added, and employment, rather than individual outcomes analyzed in the other papers. Using
multiple outcomes provides a more complete picture of the implications of compliance costs in
California.
Third, and probably most important, we use a statistical model that maps directly to the
effects of the Cap-and-Trade Program on energy prices inside and outside California. For a given
plant competing to sell its output in the same market as other plants, we expect the plant’s
output, value added, and employment to depend on its costs relative to the costs of the competing
plants. Assigning a compliance cost to GHG emissions under the Cap-and-Trade Program raises
electricity and natural gas prices in California but does not directly affect prices outside the state.
The effects of these price increases on an individual manufacturing plant depend on
where the plant is located. For a plant in California, energy costs increase relative to competing
plants elsewhere. In contrast, for a plant located outside California, the energy prices it faces do
not change, but the prices faced by its California competitors increase. The increase in energy
prices in California, therefore, can create a competitive advantage for plants located outside the
state.
For either type of plant, we can express its output, employment, or value added ( y ) as a
function of the energy prices it faces and the energy prices of its competitors:
ln

s ∗ ln

∗ ln

(1)

where s is the cost share of energy, p is the energy price the plant faces, and

is the energy

price faced by plants in other states. The energy cost share is multiplied by the energy price
because a given energy price increase should have a greater effect on the outcomes for energyintensive industries than for other industries. Due to the log-log specification, the parameter 1 is
the elasticity of the outcome with respect to the price of energy, and we expect the coefficient to
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be negative because a plant facing higher costs should produce less output and employ fewer
workers, all else equal. The elasticity represents the percent change in the outcome variable in
response to the price of energy. This particular functional form, in which we interact the cost
shares with the energy prices, represents a generalization of a Cobb-Douglas production
function. In the case where output is on the left-hand side of equation (1), if the plant has a
Cobb-Douglas production function, the output would be directly proportional to the interaction
of the cost share with the price, and would equal negative one. The parameter  2 should be
positive because an increase in the energy prices of competing plants makes the plant more
competitive relative to those plants. For example, a California energy price increase would
increase the competitiveness of non-California plants that compete with California plants,
causing their employment, output, and value added to increase. Note that we could express the
outcome variable as a function of the price of energy the California plant faces relative to the
price of energy in other states (i.e., p / ), which would be equivalent to setting 1    2 in
equation (1).
Equation (1) abstracts from the effects on output, value added, and employment of other
input costs besides energy, as well as product demand. We generalize this equation by adding
controls and an error term to arrive at a basic regression that pools plants across industries and
years:
ln
ln
ln ,
ln
ln ,
0
1
2
1
2
1
1

ln

2

ln

,

1

ln

2

ln

,

2

(2)
The dependent variable yijt is log output, value added, or employment for plant i in
industry j and year t. Each β is the coefficient on the interaction of the electricity (E) or natural
gas (G) price with the industry’s cost share of that energy source in total costs. The subscripts on
the β coefficients on the electricity or natural gas price faced by the plant itself ( ) are
indicated by the number ‘1’, while the electricity or natural gas price faced by other plants in the
same industry in other nearby states ( , ) are indicated by the number ‘2’. The γs are the
coefficients on the electricity and natural gas prices without the cost share interactions. The λs
are the coefficients on the cost shares without the energy price interactions. We allow for
heterogeneity across industries in all of these coefficients. In the baseline case, each industry is
assigned to one of five groups for electricity (e) and natural gas (g) (uppercase superscripts refer
to the energy source, electricity or natural gas, and lowercase subscripts refer to the electricity or
natural gas cost-share group). For example, there are five β1E coefficients, one for each group of
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electricity-consuming industries. We include an index for the labor costs (LCOST) faced by
nearby plants in the same industry and an index for the growth in demand for the plant’s
products (DGROWTH). Finally, the model includes fixed effects for industry, year, census
division by year, and industry byyear, as well as an error term.3 The next section describes the
variable construction in more detail.
Equation (2) is estimated for all plants in the United States in these industries, pooling
observations in California and in other states. The equation is estimated by ordinary least squares
(OLS). Because equation (2) uses annual data, the coefficients are interpreted as representing the
short-run relationships between the independent and dependent variables—that is, the withinyear effects of energy price shocks.
The coefficients of interest are the γs and the βs, which are the coefficients on the direct
effects of electricity and natural gas prices, as well as the effects of the prices interacted with the
industry’s electricity or natural gas cost share. As mentioned above, a Cobb-Douglas production
function would imply that all cost share-price interaction coefficients are equal to positive or
negative one. We relax the Cobb-Douglas assumption by allowing the coefficients on the cost
share-price interactions to differ across industries.
In the preferred specification, we construct five groups of industries for electricity and
natural gas, based on their electricity and natural gas cost shares. In equation (2) we estimate a
separate coefficient for each industry group by including the triple interaction among a set of
group fixed effects, the industry cost share, and the energy price. Note that equation (2) includes
a full set of cost share-price interactions for the California price and neighboring region price, for
both natural gas and electricity. The equation also includes all first- and second-order terms in
the triple interactions among the industry group, industry cost share, and energy price, along with
interactions of year with industry and census division.
Estimating equation (2) by OLS would yield biased estimates if the energy prices or cost
shares are correlated with the error term. For example, a census division experiencing rapid
productivity growth could have high electricity or natural gas prices and high output because of
the greater regional demand for those fuels. More generally, shocks to factor markets that affect
input and output choices could be correlated with electricity or natural gas prices. In equation (2)
industry cost shares do not vary over time, and the industry fixed effects control for correlation
3

The United States contains nine census divisions.
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between time-invariant industry-level demand or supply shocks. Time-varying demand and
supply shocks should therefore be uncorrelated with the fixed industry cost shares.
Equation (2) would be valid if electricity or natural gas prices are exogenous to such
factors. Linn (2008, 2009) argued that this is a valid assumption if division-by-industry-by-year
fixed effects are included. In this context that approach is not practical, because much of the
electricity or natural gas price variation is at the regional (i.e., utility or state) level.
We can, however, relax the exogeneity assumption by including control variables in

.

We include industry-by-year interactions to control for any unobserved demand or supply shocks
that proportionately affect all plants in the same industry and year. These interactions also
control for competition from other countries, because such competition would depend on relative
energy prices between domestic and foreign plants, which vary at the industry-by-year level.
Furthermore, we include a labor cost index and control for plant-specific demand shocks using
the output of industries that consume products sold by that plant (estimated from input-output
tables as discussed below).
Equation (2) describes our short-run model, relating the level of the outcome variables to
the levels of energy prices and other control variables, and using annual observations. To
examine the long-run impact of energy prices, we relate the changes in the outcome variables
over a five-year period to the changes in energy prices and other control variables over that fiveyear period. This generates equation (3) below, where d refers to five-year changes in the
variables. Note that the terms in equation (2) that are fixed over time, including industry fixed
effects and industry cost shares, drop out of equation (3) when we use these changes (i.e., take
first differences).
d ln
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Similar to equation (2), in the baseline estimation of equation (3), we use five cost-share groups
for electricity and natural gas, and estimate the equation by OLS.
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Data
Dataset Assembly
Both the CMF and ASM include plant-level output and expenditure data from
manufacturing plants. The CMF is conducted every five years and includes all manufacturing
plants. We use the CMF from 1992, 1997, 2002, and 2007. The ASM samples small plants and
includes all large plants, and we use the ASM from 1989 to 2009. Both the ASM and CMF
contain plant identifiers that allow us to link observations of the same plant over time.
We first describe the sample construction and then provide details on the variables used
for estimation. Beginning with the full ASM and CMF panels, we drop duplicate observations
and plants that report non-positive electricity purchased or negative value of shipments.
Next, we restrict the sample to NAICS industries identified by CARB. Because the
industry classification system changed from the Standard Industrial Classification (SIC) to
NAICS around 1997, we harmonize industry definitions across years. We take a two-step
process to impute the NAICS industry code before 1997. First, each plant has a unique identifier,
and we sort plants by identifier. When available, we use the plant’s NAICS code from other
years to impute the NAICS code prior to 1997 or in the few cases after 1997 where the NAICS
code is missing. After the first imputation step, 92 percent of the sample has a NAICS code. In
the second step, we construct a SIC-NAICS crosswalk that we use to assign a NAICS code to
observations that have a SIC code but a missing NAICS code. For these observations, we can
impute the NAICS code only when the SIC code maps into a single NAICS code; for a small
number of industries, SIC codes map into multiple NAICS codes. Following this imputation, we
eliminate the 2.5 percent of the remaining observations that have missing NAICS codes.
Equations (2) and (3) include the energy prices of plants in other regions. To construct
these variables we need to define the set of plants that compete with a particular plant. We define
competing plants based on the distance between them, assuming that plants within a certain
distance compete with one another. For each plant we determine the sets of states that are located
within 250, 500, and 1,000 miles of the plant. Using geocoded census data from the Longitudinal
Business Database, we approximate the potential for competition among plants. First, we
randomly select 10,000 observations from each state. If at least 1,000 of the businesses in one
state are located within 250 miles of 1,000 businesses in another state, those two states are
deemed to be within a 250-mile radius of one another. The same calculation is done for the 500and 1,000-mile distances. The distances of 250, 500, and 1,000 miles were chosen based on an
analysis of typical shipping distances from the Commodity Flow Survey (CFS).
8
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Dependent Variables
Output: Total value of shipments, deflated by the price deflator for shipments (PISHIP)
provided in the NBER-CES Manufacturing Industry Database.4
Value added: Value added as measured in the ASM/CMF (derived by subtracting the cost
of materials, supplies, containers, fuel, purchased electricity, and contract work from the value of
shipments, adjusting for inventory changes).5
Employment: Total employment, including both production and nonproduction workers.
Independent Variables
Electricity cost share: We construct two electricity cost-share measures. The first is the
average share of electricity in value of shipments in 1989, analogous to the intensity measures
that Aldy and Pizer use. Under the standard assumption that in the long run, plants earn zero
economic profits (i.e., accounting for opportunity costs), this share is equal to the cost share. The
cost share is assigned to all plants in the same industry. We also construct a plant-level cost share
using data from the plant’s earliest observation. The plant-level cost share is assigned to the
plant’s subsequent observations.
Natural gas cost share: The ASM and CMF do not contain natural gas expenditure data.
Therefore, we use the 1991 Manufacturing Energy Consumption Survey (MECS), which
includes plant-level natural gas expenditure data. Using the MECS, we compute the share of
natural gas in total cost (value of shipments) for each industry.
Electricity price: We compute the plant-level electricity price as the ratio of expenditure
to quantity purchased. We also compute the quantity-weighted industry average price.
Gas price: Because the ASM and CMF do not contain natural gas expenditure or quantity
purchases, we use state-level natural gas prices from the Energy Information Administration.
Neighbor electricity price: The electricity price in neighboring states is the average
electricity price across plants in neighboring states, where neighboring states are defined as
described above. There are separate neighbor electricity price variables for the 250, 500, and
1000-mile radii. The neighbor prices vary by industry, state, and year.
4

http://www.nber.org/data/nberces5809.html.

5

http://www.census.gov/manufacturing/asm/definitions/index.html.
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Neighbor natural gas price: The natural gas price in neighboring states is constructed
similarly to the electricity price, except using the state natural gas prices rather than the plant
electricity prices.
Labor cost index: The labor cost index includes average wages from plants in the same
industry and state, as well as plants in the same industry in neighboring states. The labor cost
index is the ratio of the total payroll to total employment across all such plants, using the 500mile definition to define the set of neighboring plants, excluding the plant’s own payroll and
employment.
Demand growth index: The demand growth index for a particular plant measures the
demand for that plant’s output, based on a complex calculation using multiple data sources,
which we describe next.
We begin with input-output (IO) tables from the US Bureau of Economic Analysis
(BEA) that identify for every “making” industry how much of its output is purchased by each
“using” industry. We use both the 19926 (SIC-based) and 20077 (NAICS-based) IO tables, and
use concordances between the BEA industry codes and the SIC/NAICS industry codes to link the
IO tables to each of our plants in each year, identifying which other industries (both
manufacturing and nonmanufacturing industries, including final demand) are expected to
purchase that plant’s products.
We use the 2002 CFS to identify the distances traveled by shipments from plants in each
industry, reported by three-digit NAICS industry of the shipped products.8 For each three-digit
NAICS industry, we compute the share of shipments traveling less than 250 miles, the share of
shipments traveling between 250 and 1,000 miles, and the share of shipments traveling more
than 1,000 miles.
We use annual state-level industry output data from BEA to identify the activity level of
different “using” industries around the country.9 For each plant in our dataset and for each
industry that “uses” the products of that plant, we calculate the amount of that industry’s
production that is located in states within 250 miles of the plant, between 250 and 1,000 miles
6

http://www.bea.gov/industry/io_benchmark.htm.

7

http://www.bea.gov/industry/io_annual.htm.

8

http://www.rita.dot.gov/bts/sites/rita.dot.gov.bts/files/publications/commodity_flow_survey/index.html.

9

http://www.bea.gov/regional/index.htm.
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from the plant, or more than 1,000 miles from the plant. We then use the IO data to predict the
demand for the plant’s products, aggregated over all these “using” industries, at each of the three
distances. We calculate the annual growth rate in product demand at each distance and weight
those three growth rates using the CFS weights for the share of the plant’s shipments expected to
travel those distances, yielding a weighted projected demand growth. Finally, we transform these
growth rates into an index number by assigning them all a value of 150 in 1987.10
County fuel mix: The county fuel mix is the share of natural gas in total production by
those utilities distributing electricity in the county. We obtain electricity generation data from the
Environmental Protection Agency’s eGrid database,11 including only utility-operated plants (i.e.,
excluding generating units at manufacturing plants). For each utility, we compute total annual
electricity generation and generation by fuel type, focusing on the share generated by natural gas.
The county-level share of natural gas in generation is the generation-weighted average of the
natural gas share across utilities in the county. The utilities operating in each county are
identified using Energy Information Administration data that specify in which counties each
individual utility maintains the equipment necessary for electricity distribution.12 Prior to 1999
the necessary data are not available, and we use the natural gas share from the first available year
for each county. When the necessary data are missing for a county after 1999, the natural gas
share is linearly interpolated from the available years for that county.
Industry energy groups: We have allowed for differences among groups of industries in
our estimation models, based on the intensity of their use of electricity and natural gas. Our main
regressions assign industries to five groups, but we also examined other models with up to 10
groups, as well as models that combine all industries into one group. We use the industry-level
electricity cost shares taken from published ASM data to assign industries to electricity groups.
We use the 1991 Manufacturing Energy Cost Survey data to calculate natural gas cost shares for
each industry, and then use those cost shares to define the cutoff values for assigning industries
to groups.

10

The starting value of 150 in 1987 was chosen so that the demand index numbers would remain positive
throughout the sample for all industries.

11

http://www.epa.gov/cleanenergy/energy-resources/egrid/.

12

http://www.eia.gov/electricity/data/eia861/.
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Short- and Long-Run Estimation
This section presents the parameter estimates from the baseline short- and long-run
models. Table 1 displays the industries included in the analysis. We use different samples and
estimation models for the short and long runs. The short-run sample includes all observations
from 1989 through 2009. Besides the energy prices and interaction terms for the plant and plants
in neighboring areas, the short-run model includes fixed effects for industry, year, division-year,
and industry-year, as well as the labor cost index and the demand growth index. The long-run
models are estimated using only the data from the CMF years, which include data for all plants.13
As noted earlier, the long-run model omits those variables that do not vary over time and
translates all continuous (non-dummy) variables into changes over the five-year period;
otherwise the basic structure of the model remains the same between the short-run and long-run
analyses.
We must make several choices about the variable construction when estimating the shortand long-run equations (2) or (3), respectively. First, we need to choose the number of electricity
and natural gas groups. We have tried estimating the model with one through ten groups, and in
this section we focus on the estimates using five groups. The five groups appear to sufficiently
capture the cross-industry heterogeneity; below we compare the five-group results with those
using one or three groups.
Second, we choose between using the plant’s electricity cost share and the industry’s
electricity cost share. Using the plant’s cost share would reduce measurement error because of
within-industry variation in cost shares, but if the plant’s cost share is correlated with unobserved
plant characteristics, the coefficient estimates would be biased. Balancing these considerations,
we focus on the results using industry-level electricity cost shares, but we also show some results
using plant-level cost shares. Note that we do not have plant-specific cost shares for natural gas,
and all our results use industry-level cost shares for natural gas.
Third, we must define the set of plants that compete with a California plant. Based on
observed distance of shipments, we include plants within a 500-mile radius as competitors, but
we also show results using a 250-mile radius.
13

Note that the short-run and long-run analyses are based on different samples of data. In particular, the short-run
analysis is based on a larger sample of data, since it includes observations from the ASM years between CMF years.
However, our short-run results did not change substantially when we restricted that analysis to the sample of
observations used in the long-run analysis.

12

Resources for the Future

Gray, Linn, and Morgenstern

Some of the industries in the analysis did not have sufficient numbers of observations to
release their results individually because of Census disclosure avoidance rules. For these
industries, we aggregated the results for several industries together (with the bundling based on
the industries’ energy cost share). This bundling is shown in Table 1. The short-run sample
includes more observations, and we create two bundles (S1 and S2) that collectively include the
7 industries for which we cannot disclose individual short-run results due to Census
confidentiality disclosure restrictions. The smaller sample size for the long-run analysis required
us to collect 15 industries into three bundles (L1, L2, and L3). For all bundled industries, we
report the bundle-wide mean results.
We present the results of the main estimation models for equation (2), for the short and
equation (3) for the long run. The sample size, across all industries, is about 170,000
observations for the short-run estimation and 36,000 for the long-run estimation. Because there
are so many parameters in the model, it is difficult to interpret the estimates of individual
parameters. We summarize the key results by reporting the elasticities of employment, output,
and value added with respect to electricity and natural gas prices that the plant faces in Tables 2
(short run) and 3 (long run). For reference, the tables also report cost shares, which are the
percentage of energy in total costs.14
These tables reveal some clear patterns. As expected, most cost shares for both electricity
and natural gas are less than 1 percent, although seven industries have natural gas shares
exceeding 5 percent: paperboard mills, industrial gas manufacturing, nitrogenous fertilizer
manufacturing, flat glass manufacturing, glass container manufacturing, lime manufacturing, and
mineral wool manufacturing. The highest electricity cost share is 2.64 percent (mineral wool
manufacturing).
As discussed above, we expect the energy prices the plant faces to negatively affect its
employment, output, and value added. With few exceptions, almost all the short-run elasticities
have negative signs, and most are statistically significant at the 5 percent level. The elasticities
are highly correlated across outcomes; industries with relatively large (negative) elasticities with
respect to one outcome tend to have large (negative) elasticities with respect to other outcomes.
At the same time, we observe several cases where the signs are positive for one or more of the
14

For Census confidentiality reasons, the electricity and natural gas cost shares used in this table and Figures 1 and
2, as well as the overall energy cost shares used in Figures 3 and 4, are taken from published industry-level data and
are not the ones used in the estimation process (though they should be quite similar to one another).

13

Resources for the Future

Gray, Linn, and Morgenstern

outcome measures. In only three industries (setup paperboard box manufacturing, biologic
product [except diagnostic] manufacturing, and all other motor vehicle parts manufacturing) are
the elasticities positive and statistically different from zero for all three outcome measures, and
that is only with natural gas. In all those cases, the natural gas cost share is 1.2 percent or less.
Across industries, the average short-run electricity price elasticities are
–0.8 for output, –0.6 percent for employment, and –0.8 percent for value added (e.g., for a 1
percent increase in short-run electricity prices, the average short-run response is an 0.8 percent
drop in output, a 0.6 percent drop in employment, and an 0.8 percent drop in value added.) The
magnitudes of the natural gas price elasticities are smaller than the electricity elasticities: –0.1
for output, 0.01 for employment, and –0.01 for natural gas. Our elasticity estimates are roughly
consistent with those reported by Kahn and Mansur (2013), and slightly larger than the Aldy and
Pizer (2015) estimates, which may reflect our narrower plant-level boundaries and control for
energy prices in other states vs. their national-level framework.
Turning to the long-run results (Table 3), we observe generally similar patterns. There are
more positive values than for the short run, albeit mostly not statistically significantly different
from zero. The negative elasticities tend to be somewhat smaller (less negative) in the long run
than the short run. Across industries, the average elasticities are negative but are much smaller
than the short-run elasticities at less than 0.1 in magnitude. Economic theory suggests that the
elasticity of output to energy prices should approximately equal the cost share of energy. Given
an average electricity cost share of 0.01 and natural gas cost share of 0.02, the typical long-run
elasticities in Table 3 are consistent with theory, including for the most energy-intensive
industries in our sample (flat glass and industrial gases).
Table 4 displays the correlations between the electricity and gas cost shares and the
elasticities for the different outcomes.15 As expected, all the cost shares are negatively correlated
with the outcomes. That is, the greater the cost share, the greater the (negative) value of the
elasticity. Across outcomes the elasticities tend to be highly correlated with one another,
meaning that industries that experience large employment effects also experience large output
and value-added effects. This correlation across outcomes is consistent with expectations.
Figures 1 and 2 show the relationships between the cost shares and elasticities. Estimated
elasticities tend to be more dispersed for industries that have relatively low-cost shares than for

15

These are Spearman rank order correlations to reduce the influence of outliers.
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other industries, and nearly all of the (unexpected) positive elasticities are concentrated in the
low-cost share industries. This variation, combined with statistical uncertainty, suggests some
overall uncertainty in the short-run responses to energy prices for industries with very low
energy cost shares. Overall, the highest cost-share industries tend to have higher elasticities (in
magnitude) than the smaller cost-share industries, which suggests that energy price changes have
larger (more negative) effects on the more energy intensive industries. This result is consistent
with expectations and supports the validity of the modeling approach.
Simulations
This section describes how we use the estimated coefficients from our main statistical
analysis to simulate the short- and long-run effects of imposing a GHG compliance cost on
California plants in the estimation sample. Equation (2) characterizes the short-run effects of a
plant’s energy prices and the energy prices in other regions on its output, value added, and
employment, and equation (3) characterizes the long-run effects. Importantly for the simulations,
the regressions include year-fixed effects, which hold fixed national output, value added, and
employment. Therefore, in the simulations, we hold these outcomes fixed at their actual levels in
2009. That is, the simulations allow us to characterize the extent to which a GHG compliance
cost only on California plants may cause manufacturing activity to shift from California to other
states, under the assumption that national activity is unaffected.
To approximate the effects of California’s Cap-and-Trade Program, we increase the
electricity and natural gas prices in California from their observed values in 2009, which is the
last year of the sample. Specifically, we assume a compliance cost of $10/metric ton CO2, which
translates to an electricity price increase of $0.005525/ kilowatt hour (assuming the price
increase is proportional to the emissions rate of a gas-fired generator) and a natural gas price
increase of $0.545/thousand cubic feet. These price changes, which assume that compliance
costs are fully passed through to end users, represent increases of 4.2 percent in electricity prices
and 8.6 percent in natural gas prices. For non-California plants, their own electricity and natural
gas prices are held constant at their actual 2009 levels.
We calculate “counterfactual” predicted values for output, value added, and employment
for each plant, using equations (2) and (3) and these new values for electricity and natural gas
prices. We compare these predicted values, plant by plant, with the “actual” predicted values
obtained when we using the original 2009 prices. In the counterfactual case, California plants
experience a change in their own energy prices; non-California plants experience a change in
their neighboring prices if they are close enough to California. We then calculate the aggregate
15
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change for each outcome for all California plants by industry, and similarly for all non-California
plants by industry. Because we assume that the aggregate nationwide value is held fixed, we
rescale the California and non-California values to ensure that the total level of national activity
in each industry remains the same in the actual and counterfactual scenarios (i.e., the decreases at
California plants are exactly offset by the increases in non-California plants). This approach is
consistent with our statistical models, which effectively hold fixed national outcomes and
characterizes the effects of energy prices on an individual plant’s activity relative to plants
located in other regions. The leakage estimates therefore correspond to the relative changes
between California and other regions, and do not reflect absolute levels. For example, if a
California Cap-and-Trade Program compliance cost were to reduce national totals by decreasing
consumption or increasing imports, the reductions in California would be larger in absolute terms
than those reported here, and the increases outside of California would be smaller in absolute
terms.
Simulation Results
Short Run
Table 5 displays the short-run effects of hypothetical Cap and Trade-Program-based
energy price increases on output, employment, and value added. As discussed above, to
approximate California’s Cap and-Trade Program, we simulate the effects of a $10/metric ton
CO2 compliance cost on top of California’s 2009 energy prices. The energy prices of plants in
other states are not affected, and by assumption the energy price changes cause a shift of
economic activity within the United States but do not affect national totals. Note that non-CO2
greenhouse gases emitted during the manufacturing process (‘process emissions’), which were
not included in the statistical model, are also absent from the simulations. Thus, we implicitly
assume a zero compliance cost for process emissions, which clearly understates the impacts for
nitrogenous fertilizer manufacturing (NAICS 325311), industrial gas manufacturing (NAICS
325120), lime manufacturing (NAICS 327410), secondary smelting, refining and alloying of
nonferrous metals (NAICS 331492) and other industries emitting non-CO2 greenhouse gases in
significant quantities.
The results in Table 5 are arrayed from largest to smallest output effects. Focusing on the
first column (output), we see the largest losses in glass container manufacturing (17 percent),
paperboard mills (14 percent), automobiles (13 percent), iron and steel mills and ferroalloy
manufacturing (12 percent), and poultry processing (11 percent). The next five industries, also
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ranked on the basis of estimated output losses, have output effects close to 10 percent: mineral
wool manufacturing, ethanol, flat glass manufacturing, lime manufacturing, and iron foundries.
Across industries, output declines by 5.7 percent on average.
For employment and value added, the rankings are quite similar, albeit not identical. The
impacts are generally smaller than the impacts on output, especially for employment losses. Note
that for all three outcomes there are a few positive effects, which mirror the positive values
estimated for the elasticities, as shown in Tables 2 and 3. In most cases, these elasticities were
not statistically different from zero, and the corresponding cost shares were small. Across
industries, employment falls by 3.7 percent on average, and value added falls by 5.1 percent on
average.
We present supplemental calculations of the reductions in short-run value added based on
an assumed compliance cost of $22.62/metric ton CO2. We also consider the effects of
hypothetical rebates of 10 to 90 percent of the compliance cost. The corresponding electricity
and natural gas prices used in these simulations are extrapolations of the $10/ton CO2
compliance cost case. The $22.62/metric ton CO2 compliance cost translates to an electricity
price increase of $0.001250 / kilowatt hour and a natural gas price increase of $1.232/ thousand
cubic feet. The resulting value-add losses, displayed in appendix table A1, are larger than those
shown for the $10/metric ton CO2 compliance cost case shown in table 5, varying approximately
on a linear basis.
Long Run
Table 6 displays the long-run impacts on the various outcome metrics. As shown, the
long-run losses for all three metrics—output, employment, and value added—are uniformly
smaller than the short-run estimates. This suggests that plants can adapt to an energy price shock.
For example, they may adopt energy-efficient technology. The largest long-run output losses are
less than 1 percent, and most industries have impacts very close to zero. The average effects are
a 0.2 percent increase for output, a 1.3 percent decrease for employment, and a 0.1 percent
decrease for value added. These changes are roughly consistent with the changes predicted by a
Cobb-Douglas production function, for which the elasticity of output to energy prices is equal to
the share of energy in total costs (mathematically, a Cobb-Douglas production function
represents an approximation to a more complicated production function).
In Table 7, we observe negative correlations between the short- and long-run effects.
Although one might expect to observe a high positive correlation, in fact there is not a theoretical
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reason why there should be one. The relatively energy-intensive industries have larger short-run
responses, as we showed above. But those industries are also more likely to adopt energy-saving
technology because of greater savings that such technology would offer. Technology adoption
concentrated in energy-intensive industries would reduce the correlation between the short- and
long-run effects, compared with a situation in which all industries are equally likely to adopt
technology—though the negative correlations are still surprising.
We also find some positive long-run responses, most notably for the bundle of five lowenergy-cost industries (L1), which contradicts our theory-based expectations. That bundle of
industries also shows a negative impact on employment and value added, which contrasts with
their positive impact on output. These results raise the possibility that there could be too little
variation in energy prices faced by a plant over time to identify the impacts accurately. It could
also be because long-run responses are more difficult to model, and our model may be too simple
to capture the long-run responses for certain industries. Although the estimates for a typical
industry are consistent with theory, the industry-specific results suggest caution with using the
long-run results for individual industries.
Figure 3 graphs the simulated impacts against the overall energy cost share of the
different industries. As we saw with the elasticities (in Figures 1 and 2), the industries with low
cost shares tend to have more dispersion in their values. The comparison of the results in Figure
3 also points out the dramatic difference between our short-run and long-run results, in terms of
the estimated magnitudes, with the long-run impacts in Figure 3 being for the most part clustered
closer to zero.
Sensitivity Analysis
The results discussed above all refer to our baseline model, which allows the energy price
coefficients to vary across five industry groups, uses industry-level cost shares for both
electricity and natural gas, and defines neighboring plants as those within 500 miles. We
estimated models that differ from the baseline along all of these dimensions, using three and one
industry groups, the plant-level vs industry-level cost share for electricity, and neighboring plants
within 250 miles. We also explored using a weighted regression, giving more weight to plants
with larger values of the outcome variable.
Table 8 shows the distribution of the estimated impacts of the simulated energy price
increase on output, employment, and value added, for both our short-run and long-run models.
The right-hand column summarizes the distribution of impacts for a given model. The 49
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industry impacts for the model were sorted, from most negative to most positive, and three
averages were calculated. The H value is the average of impact values 3–7, among the most
negative impacts. The M value is the average of impact values 13–37, the central tendency of the
impacts. The L value is the average of impact values 43–47, among the smallest negative (or
most positive) impacts. The values range from –12 percent to +12 percent, with zero being
represented by Z (in the middle of the graph, not shown when one of the letters falls in that
position) and each dot representing 0.5 percentage points. When more than one letter appears in
the same position, an X is shown (no ambiguity arises, since the letters always appear in the
order H-M-L; e.g., the X for the long-run output impact for three groups, industry cost shares,
500-mile neighbors, unweighted model represents both H and M).
The distribution of impacts, and the relationship across different models, is quite similar
for the short-run models. In almost all cases, the impacts are negative, with somewhat smaller
impacts on employment than on output or value added. Models using fewer groups have less
variation in impacts across industries, as do models using plant-level electricity cost shares.
Using a 250-mile definition for neighboring plants or weighting the models by plant size has
little impact on the distribution of impacts.
The distribution of impacts is quite different for the long-run models. Most obviously, the
estimated impacts are in most cases very close to zero, especially for impacts on output, and
positive impacts are more common. A few of the value-added models show substantial
dispersion, and this dispersion is larger for the 1-group and the weighted model than it is from
the base model.
Tables 9 and 10 show the correlations of the estimated elasticities to electricity and
natural gas prices, across alternative versions of equations (2) and (3). The three panels show
correlations for output, employment, and value added. Across models, we vary the number of
groups (one, three, or five), whether we use 250 or 500 miles to define competing plants, and
whether or not we weight observations. Tables 11 and 12 show similar correlations for the
simulated percentage changes in the outcomes caused by energy price increases.
For the most part, the results are very highly correlated across the different variations of
the models, especially for the short-run models. The results appear to be particularly insensitive
to the distance used to define competing plants. The correlations between the 500-mile and 250mile definitions of neighbors are quite high, ranging between 0.8 and 0.99.
The long-run analysis characterizes the effects of energy prices on employment, output,
and value added at plants in our sample that continue operating more than 5 years. An increase in
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energy prices could also cause some plants to exit in the long run. To consider this possibility,
we have conducted an analysis of plant exit using a linear probability model based on equation
(3). The analysis uses the CMF dataset, which provides data on all manufacturing plants every
five years. We define an exit as a plant that is operating in one CMF year (1992, 1997, or 2002)
and does not appear in any subsequent CMF (through 2007).
Because the data sample used in the exit analysis (consisting of about 50,000 plants)
overlaps with those used for the short-run and long-run analyses, but is not identical to either of
them, Census Bureau disclosure avoidance rules preclude our releasing quantitative results from
the exit analysis. Consequently, we describe the results qualitatively.
We use the estimated coefficients from the exit regression to calculate the predicted
number of plant exits among California plants in each industry, given the baseline 2009 values
for electricity and natural gas prices. Consistent with our other simulations, we then increase
those energy prices and recalculate the number of exits. For our baseline model (5 industry
groups, industry electricity cost-shares, and 500-mile neighbors), the energy price increase raises
plant exit in about 30 industries and reduces exit in the other 20. The magnitude of the exit
changes are quite small: the average industry has about 0.5 additional plants exiting California
with the higher energy prices, and only a few industries have more than 1 additional plant
predicted to exit. Translated into percentage effects, the predicted impact of exit on reducing
output, employment, or value added is less than 1 percent for all except a handful of industries,
and is never more than about 3 percent. The exit effects are weakly correlated across industries
with the short-run employment, output, and value-added impacts described earlier, with
correlations of about -0.1 (i.e., industries predicted to have larger output declines are also
predicted to have slightly more exit). Finally, the elasticity of the exit rate with respect to the
energy prices has the expected positive sign for electricity prices in most cases, but the exit
elasticity with respect to natural gas prices is often negative.
Conclusions
California regulators face a challenge in estimating the impacts of California’s Cap-andTrade Program on the state’s EITE industries. California’s Cap-and-Trade Program is expected
to affect the state’s energy prices relative to prices in other regions. Analyzing historical effects
of energy prices on economic activity inside and outside California, with particular focus on
differences in energy prices between California and nearby regions, is one way to model the
potential impacts. We have developed a statistical model and used such an approach, focusing on
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the industrial sectors that are covered by California’s Cap-and-Trade Program. Several
conclusions can be drawn from this analysis:
1. An increase in California energy prices relative to prices in nearby regions will raise
production costs in energy-intensive industries located in California and likely result
in short-term (one year) losses in output, employment, and value added for those
industries. For an assumed compliance cost of $10/metric ton of CO2, the largest
losses are estimated in glass container manufacturing (17 percent), paperboard mills
(14 percent), automobiles (13 percent), iron and steel mills and ferroalloy
manufacturing (12 percent), and poultry processing (11 percent). Another group of
five industries has estimated losses of about 10 percent, while losses in all industries
average about 5.7 percent. A few industries show no statistically significant
indication of losses, e.g., wineries. The typical industry experiences short-run
employment, output, and value-added decreases of 4–6 percent. For higher assumed
compliance costs (up to $22.62/metric ton of CO2), losses are larger, approximately
on a linear basis.
2. We estimate smaller effects for the long run than the short run, although we offer
caution when interpreting these long-run results. The results suggest that increases in
California energy prices have much smaller effects over a five-year time period than
over a one-year time period. The typical industry experiences a long-run output
increase of 0.2 percent and employment and value-added decreases of 1.3 and 0.1
percent. The largest output losses after five years are below 1 percent, with most
industries experiencing much smaller impacts. For a number of industries in the longrun analysis, we estimate positive although usually small effects of energy prices on
employment, output, or value added. We suggest two explanations for this seemingly
anomalous long-run result. First, the lack of statistical significance for many of the
long-run estimates suggests that there may not be sufficient historical energy price
variation to estimate the effects. Second, the long-run responses are inherently more
complicated to model than the short-run responses, because the long run includes
dynamic decisions about investment and plant closure. While a benefit of our
approach is its relative simplicity and transparency in modeling the effects of energy
prices on economic activity, we may not suitably capture some of the nuances for
certain industries, particularly in the long run. Therefore, we caution against focusing
on the long-run estimates for individual industries and instead highlight the overall
finding that, across the wide range of statistical models we have estimated, the effects
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of energy prices on employment, output, and value added for a typical industry seem
to be much smaller in the long run than in the short run.
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Table 1. Industries Included in Analysis
NAICS

Short‐run
bundles

Long‐run
bundles

Breakfast Cereal Manufacturing

311230

S1

L1

Sugar manufacturing (311311‐311313)

311310

Fruit and Vegetable Canning

311421

Dried and Dehydrated Food Manufacturing

311423

Creamy Butter Manufacturing

311512

Cheese Manufacturing

311513

Dry, Condensed, and Evaporated Dairy Product Manufacturing

311514

Animal (except Poultry) Slaughtering

311611

Rendering and Meat Byproduct Processing

311613

Poultry Processing

311615

Roasted Nuts and Peanut Butter Manufacturing

311911

Other Snack Food Manufacturing

311919

Perishable Prepared Food

311991

All Other Miscellaneous Food Manufacturing

311999

Breweries

312120

Wineries

312130

Paper (except Newsprint) Mills

322121

Paperboard Mills

322130

Setup Paperboard Box Manufacturing

322213

Petroleum Refineries

324110

Asphalt

324121

Other Petroleum Products

324199

Industrial Gas Manufacturing

325120

All Other Basic Inorganic Chemical Manufacturing

325188

Ethanol

325193

All Other Basic Organic Chemical Manufacturing

325199

Nitrogenous Fertilizer Manufacturing

325311

Pharmaceutical Preparation Manufacturing

325412

Industry Name
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S1

L1

L2

S1

L2

L2

L2

S2

L3
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Table 1 (continued).
Industry Name

NAICS

Biological Product (except Diagnostic) Manufacturing

325414

Flat Glass Manufacturing

327211

Glass Container Manufacturing

327213

Cement Manufacturing

327310

Lime Manufacturing

327410

Gypsum Product Manufacturing

327420

Mineral Wool Manufacturing

327993

Iron and Steel Mills and Ferroalloy Manufacturing

331111

Rolled Steel

331221

Secondary Smelting and Alloying of Aluminum

331314

Aluminum Extruded Product Manufacturing

331316

Secondary Smelting/Refining/Alloying of Nonferrous Metal

331492

Iron Foundries

331511

Forging and Stamping

332111

Nonferrous Forging

332112

Hardware

332510

Turbine and Turbine Generator Set Units Manufacturing

333611

Automobiles

336111

All Other Motor Vehicle Parts Manufacturing

336399

Aircraft Manufacturing

336411

Missiles

336414

Short‐run
bundles

Long‐run
bundles

S2

L3
L3

S2

L3

L2

S1

L1
L1

L1

Notes : Wet Corn Milling, NAICS 311221, was dropped entirely due to technical issues. Bundles allow us to
release average results of industries in cases where we could not release the individual industry‐level results.
Industries with a common bundle identifier are assigned to the same bundle for the short‐run (S) or long‐run (L)
analysis.
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Table 2a. Short‐Run Elasticities with Respect to Electricity Prices
NAICS

Electricity
Cost Share

Output

311230 (S1)

0.27

‐1.09*

‐0.76*

‐1.05*

Sugar

311310

0.36

‐0.16*

‐0.17*

‐0.04

Fruit and Veg

311421

0.50

0.23*

0.16*

0.08

Dried and Dehydrated Food

311423

0.50

‐0.04

‐0.12*

‐0.06*

311512 (S1)

0.43

‐1.09*

‐0.76*

‐1.05*

Cheese

311513

0.40

‐0.66*

‐0.45*

‐0.58*

Dairy Product

311514

0.64

‐0.36*

‐0.22*

‐0.32*

Slaughtering

311611

0.42

0.03

‐0.06

0.17*

Meat Processing

311613

0.43

‐0.80*

‐0.68*

‐0.84*

Poultry Processing

311615

0.52

‐0.81*

‐0.62*

‐0.70*

Nuts and Peanut Butter

311911

0.32

‐1.10*

‐0.70*

‐1.05*

Other Snack Food

311919

0.32

‐1.08*

‐0.69*

‐1.03*

Perishable Prepared Food

311991

0.39

‐0.46*

‐0.25*

‐0.40*

All Other Misc. Food

311999

0.39

‐0.52*

‐0.27*

‐0.44*

Breweries

312120 (S1)

0.64

‐1.09*

‐0.76*

‐1.05*

Wineries

312130

0.29

‐0.28*

‐0.24*

‐0.16*

Paper Mills

322121

1.32

‐0.79*

‐0.70*

‐0.90*

Paperboard Mills

322130

2.35

‐1.40*

‐1.07*

‐1.42*

Setup Paperboard Box

322213

0.38

‐0.51*

‐0.27*

‐0.44*

Petroleum Refineries

324110

0.25

‐0.54*

‐0.28*

‐0.46*

Asphalt

324121

0.32

0.20*

‐0.04

0.14*

Other Petroleum Products

324199

0.00

‐0.81*

‐0.66*

‐0.79*

Industrial Gas

325120

5.56

‐0.56*

‐0.17*

‐0.63*

All Other Basic Inorg. Chem.

325188

3.35

‐0.79*

‐0.71*

‐0.91*

325193 (S2)

0.49

‐1.11*

‐0.85*

‐1.16*

All Other Basic Org. Chem.

325199

0.19

‐0.81*

‐0.66*

‐0.79*

Nitrogenous Fertilizer

325311

0.21

‐1.35*

‐1.02*

‐1.37*

Pharmaceutical Preparation

325412

0.20

‐0.54*

‐0.42*

‐0.50*

Industry Name
Breakfast Cereal

Creamy Butter

Ethanol
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Table 2a (continued).
NAICS

Electricity
Cost Share

Output

325414

0.35

‐0.48*

‐0.26*

‐0.42*

327211 (S2)

2.07

‐1.11*

‐0.85*

‐1.16*

Glass Container

327213

2.45

‐1.42*

‐1.10*

‐1.44*

Cement

327310

3.01

‐1.19*

‐0.85*

‐1.22*

327410 (S2)

1.18

‐1.11*

‐0.85*

‐1.16*

Gypsum Product

327420

1.37

‐0.80*

‐0.70*

‐0.87*

Mineral Wool

327993

2.64

‐1.42*

‐1.10*

‐1.45*

Iron and Steel Mills and Ferroalloy

331111

1.03

‐1.42*

‐1.09*

‐1.44*

Rolled Steel

331221

1.14

‐0.17*

‐0.16*

‐0.16*

Secondary Aluminum Smelt/Alloying

331314

2.49

‐0.79*

‐0.71*

‐0.90*

Aluminum Extruded Product

331316

0.88

‐0.81*

‐0.67*

‐0.80*

Secondary Nonferrous Metal Proc.

331492

0.85

‐0.81*

‐0.68*

‐0.83*

Iron Foundries

331511

2.17

‐1.38*

‐1.05*

‐1.40*

Forging and Stamping

332111

1.65

‐0.79*

‐0.71*

‐0.90*

Nonferrous Forging

332112

1.65

‐0.80*

‐0.69*

‐0.86*

Hardware

332510

0.49

‐0.05

‐0.04

‐0.13*

Turbines

333611 (S1)

0.38

‐1.09*

‐0.76*

‐1.05*

Automobiles

336111

0.22

‐1.83*

‐1.11*

‐1.84*

All Other Motor Vehicle Parts

336399

0.57

‐0.76*

‐0.59*

‐0.66*

Aircraft

336411

0.18

‐0.22*

‐0.18*

‐0.26*

Missiles

336414

0.31

‐0.13*

‐0.15*

‐0.00

0.99

‐0.75

‐0.57

‐0.75

Industry Name
Biological Product
Flat Glass

Lime

Average

Employment Value Added

Notes : The table reports the estimated elasticity of the outcome indicated in the column heading with respect
to electricity. For example, an elasticity of one implies that a 1 percent increase in the electricity price causes a 1
percent increase in the outcome. Elasticities are computed after estimating equation (2) using the baseline
specification (5 cost‐share groups, industry cost shares, and 500 miles). For industries in the same bundle a
common elasticity is reported. Cost share is the percentage of electricity in total costs, computed from
published industry‐level data. The bottom of the table reports the average elasticity across industries.
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Table 2b. Short‐Run Elasticities with Respect to Natural Gas Prices
NAICS

Natural Gas
Cost Share

Output

311230 (S1)

0.60

‐0.11

‐0.02

‐0.02

Sugar

311310

1.34

‐0.13*

0.01

‐0.13

Fruit and Veg

311421

1.61

‐0.49*

‐0.43*

‐0.07

Dried and Dehydrated Food

311423

1.61

‐0.31*

‐0.27*

‐0.22*

311512 (S1)

0.88

‐0.11

‐0.02

‐0.02

Cheese

311513

0.81

0.60*

0.52*

0.60*

Dairy Product

311514

1.29

‐0.17*

0.01

‐0.12

Slaughtering

311611

0.78

‐0.27*

‐0.16*

‐0.21*

Meat Processing

311613

0.78

‐0.30*

‐0.26*

‐0.20*

Poultry Processing

311615

0.95

‐0.49*

‐0.50*

‐0.52*

Nuts and Peanut Butter

311911

0.72

‐0.22*

‐0.06

‐0.13

Other Snack Food

311919

0.72

0.61*

0.52*

0.61*

Perishable Prepared Food

311991

0.88

0.02

0.13

‐0.12

All Other Misc. Food

311999

0.88

‐0.31*

‐0.24*

‐0.09

Breweries

312120 (S1)

0.86

‐0.11

‐0.02

‐0.02

Wineries

312130

0.40

1.00*

0.82*

0.91*

Paper Mills

322121

3.67

‐0.14*

0.01

‐0.13

Paperboard Mills

322130

5.78

‐0.31*

‐0.26*

‐0.21*

Setup Paperboard Box

322213

0.74

0.61*

0.52*

0.60*

Petroleum Refineries

324110

1.42

‐0.29*

‐0.21*

‐0.09

Asphalt

324121

3.11

‐0.31*

‐0.27*

‐0.21*

Other Petroleum Products

324199

0.08

‐0.03

0.08

‐0.12

Industrial Gas

325120

10.62

‐0.31*

‐0.27*

‐0.21*

All Other Basic Inorg. Chem.

325188

2.55

‐0.18*

0.01

‐0.11

325193 (S2)

4.98

‐0.30*

‐0.25*

‐0.19*

All Other Basic Org. Chem.

325199

2.67

‐0.27*

0.02

‐0.08

Nitrogenous Fertilizer

325311

6.15

‐0.13

0.04

0.25

Pharmaceutical Preparation

325412

0.26

‐0.24*

‐0.10

‐0.16

Industry Name
Breakfast Cereal

Creamy Butter

Ethanol
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Table 2b (continued).
NAICS

Natural Gas
Cost Share

Output

325414

0.55

0.62*

0.53*

0.61*

327211 (S2)

14.82

‐0.30*

‐0.25*

‐0.19*

Glass Container

327213

9.38

‐0.31*

‐0.27*

‐0.22*

Cement

327310

1.26

0.00

‐0.00

‐0.19

327410 (S2)

0.71

‐0.30*

‐0.25*

‐0.19*

Gypsum Product

327420

10.69

‐0.28*

‐0.22*

‐0.14

Mineral Wool

327993

5.29

‐0.07

0.00

‐0.16

Iron and Steel Mills and Ferroalloy

331111

2.06

‐0.20*

0.01

‐0.11

Rolled Steel

331221

1.20

1.06*

0.87*

0.96*

Secondary Aluminum Smelt/Alloying

331314

3.88

‐0.09

0.00

‐0.15

Aluminum Extruded Product

331316

2.10

‐0.07

0.04

‐0.11

Secondary Nonferrous Metal Proc.

331492

0.98

0.20

0.33*

‐0.14

Iron Foundries

331511

1.60

‐0.19*

‐0.10

‐0.10

Forging and Stamping

332111

2.12

‐0.23*

0.01

‐0.10

Nonferrous Forging

332112

2.12

‐0.24*

0.02

‐0.09

Hardware

332510

0.63

‐0.09

‐0.01

0.05

Turbines

333611 (S1)

0.39

‐0.11

‐0.02

‐0.02

Automobiles

336111

0.32

‐0.15

0.05

‐0.03

All Other Motor Vehicle Parts

336399

0.56

0.16*

0.18*

0.25*

Aircraft

336411

0.20

‐0.23*

‐0.08

‐0.14

Missiles

336414

0.29

‐0.08

0.16

0.07

2.41

‐0.07

0.01

‐0.01

Industry Name
Biological Product
Flat Glass

Lime

Average

Employment Value Added

Notes : The table is constructed similarly to Table 2a except reporting natural gas cost shares rather than
electricity cost shares and elasticities with respect to natural gas prices rather than electricity prices.
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Table 3a. Long‐Run Elasticities with Respect to Electricity Prices
NAICS

Electricity
Cost Share

Output

Breakfast Cereal

311230 (L1)

0.27

‐0.11*

0.01

‐0.14

Sugar

311310 (L2)

0.36

‐0.02

0.02

‐0.04

Fruit and Veg

311421

0.50

‐0.02

0.01

‐0.12

Dried and Dehydrated Food

311423

0.50

‐0.06

0.12

‐0.31

311512 (L1)

0.43

‐0.11*

0.01

‐0.14

Cheese

311513

0.40

‐0.05

0.03

‐0.05

Dairy Product

311514

0.64

0.05

0.07*

0.02

Slaughtering

311611

0.42

0.09*

0.09*

0.15*

Meat Processing

311613

0.43

‐0.04

‐0.02

‐0.10*

Poultry Processing

311615

0.52

0.13*

0.04

0.24*

Nuts and Peanut Butter

311911

0.32

‐0.14*

‐0.01

‐0.19

311919 (L2)

0.32

‐0.02

0.02

‐0.04

Perishable Prepared Food

311991

0.39

0.09*

0.05*

0.13*

All Other Misc. Food

311999

0.39

0.11*

0.04

0.19*

Breweries

312120 (L2)

0.64

‐0.02

0.02

‐0.04

Wineries

312130

0.29

0.03

0.06*

0.06

Paper Mills

322121

1.32

‐0.15*

‐0.03

‐0.25*

Paperboard Mills

322130

2.35

‐0.17*

‐0.05*

‐0.17*

Setup Paperboard Box

322213 (L2)

0.38

‐0.02

0.02

‐0.04

Petroleum Refineries

324110

0.25

0.12*

0.04

0.22*

Asphalt

324121

0.32

0.07*

‐0.01

0.05

324199 (L2)

0.00

‐0.02

0.02

‐0.04

Industrial Gas

325120

5.56

‐0.13

‐0.08

0.00

All Other Basic Inorg. Chem.

325188

3.35

‐0.17*

‐0.05*

‐0.18*

325193 (L3)

0.49

‐0.15*

‐0.05*

‐0.16*

All Other Basic Org. Chem.

325199

0.19

0.06*

‐0.01

0.04

Nitrogenous Fertilizer

325311

0.21

‐0.17*

‐0.06*

‐0.16*

Pharmaceutical Preparation

325412

0.20

‐0.02

0.06*

‐0.02

Industry Name

Creamy Butter

Other Snack Food

Other Petroleum Products

Ethanol
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Table 3a (continued).
NAICS

Electricity
Cost Share

Output

325414

0.35

0.10*

0.05*

0.16*

Flat Glass

327211 (L3)

2.07

‐0.15*

‐0.05*

‐0.16*

Glass Container

327213 (L3)

2.45

‐0.15*

‐0.05*

‐0.16*

327310

3.01

‐0.16*

‐0.06*

‐0.13*

327410 (L3)

1.18

‐0.15*

‐0.05*

‐0.16*

Gypsum Product

327420

1.37

‐0.10*

‐0.02

‐0.19*

Mineral Wool

327993

2.64

‐0.17*

‐0.05*

‐0.18*

Iron and Steel Mills and Ferroalloy

331111

1.03

‐0.17*

‐0.05*

‐0.18*

331221 (L2)

1.14

‐0.02

0.02

‐0.04

Secondary Aluminum Smelt/Alloying

331314

2.49

‐0.15*

‐0.03

‐0.25*

Aluminum Extruded Product

331316

0.88

0.04

‐0.01

0.01

Secondary Nonferrous Metal Proc.

331492

0.85

‐0.02

‐0.02

‐0.07

Iron Foundries

331511

2.17

‐0.17*

‐0.05*

‐0.17*

Forging and Stamping

332111

1.65

‐0.15*

‐0.03

‐0.26*

Nonferrous Forging

332112

1.65

‐0.08*

‐0.02

‐0.16*

Hardware

332510

0.49

‐0.02

0.03

‐0.09

Turbines

333611 (L1)

0.38

‐0.11*

0.01

‐0.14

Automobiles

336111 (L1)

0.22

‐0.11*

0.01

‐0.14

All Other Motor Vehicle Parts

336399

0.57

‐0.02

0.08*

0.01

Aircraft

336411

0.18

‐0.02

0.04

‐0.06

Missiles

336414 (L1)

0.31

‐0.11*

0.01

‐0.14

0.99

‐0.06

0.00

‐0.07

Industry Name
Biological Product

Cement
Lime

Rolled Steel

Average

Employment Value added

Notes : The table reports the long‐run elasticities of the outcomes indicated in the column headings with
respect to the price of electricity. The table is constructed similarly to Table 2a, except that the elasticities are
calculated from the estimates of equation (3) rather than equation (2).
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Table 3b. Long‐Run Elasticities with Respect to Natural Gas Prices
NAICS

Natural Gas
Cost Share

Output

Breakfast Cereal

311230 (L1)

0.60

0.07

0.10

0.00

Sugar

311310 (L2)

1.34

‐0.05

‐0.05

‐0.05

Fruit and Veg

311421

1.61

‐0.12

‐0.15*

‐0.10

Dried and Dehydrated Food

311423

1.61

‐0.07

‐0.08

‐0.12

311512 (L1)

0.88

0.07

0.10

0.00

Cheese

311513

0.81

‐0.05

‐0.01

‐0.11

Dairy Product

311514

1.29

‐0.05

‐0.05

‐0.02

Slaughtering

311611

0.78

‐0.03

0.06

‐0.24

Meat Processing

311613

0.78

‐0.04

‐0.08

‐0.10

Poultry Processing

311615

0.95

‐0.24

‐0.07

‐0.73*

Nuts and Peanut Butter

311911

0.72

0.03

0.09

‐0.11

311919 (L2)

0.72

‐0.05

‐0.05

‐0.05

Perishable Prepared Food

311991

0.88

‐0.01

‐0.01

‐0.08

All Other Misc. Food

311999

0.88

‐0.08

‐0.10*

‐0.10

Breweries

312120 (L2)

0.86

‐0.05

‐0.05

‐0.05

Wineries

312130

0.40

‐0.17

‐0.22*

‐0.11

Paper Mills

322121

3.67

‐0.10

‐0.09

0.01

Paperboard Mills

322130

5.78

‐0.05

‐0.08

‐0.11

Setup Paperboard Box

322213 (L2)

0.74

‐0.05

‐0.05

‐0.05

Petroleum Refineries

324110

1.42

‐0.08

‐0.10

‐0.10

Asphalt

324121

3.11

‐0.06

‐0.08

‐0.11

324199 (L2)

0.08

‐0.05

‐0.05

‐0.05

Industrial Gas

325120

10.62

‐0.06

‐0.08

‐0.11

All Other Basic Inorg. Chem.

325188

2.55

‐0.02

‐0.04

‐0.03

325193 (L3)

4.98

‐0.04

‐0.08

‐0.10

All Other Basic Org. Chem.

325199

2.67

0.11

0.04

‐0.09

Nitrogenous Fertilizer

325311

6.15

0.37

0.03

0.23

Pharmaceutical Preparation

325412

0.26

0.01

0.08

‐0.15

Industry Name

Creamy Butter

Other Snack Food

Other Petroleum Products

Ethanol
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Table 3b (continued).
NAICS

Natural Gas
Cost Share

Output

325414

0.55

‐0.05

‐0.01

‐0.12

Flat Glass

327211 (L3)

14.82

‐0.04

‐0.08

‐0.10

Glass Container

327213 (L3)

9.38

‐0.04

‐0.08

‐0.10

327310

1.26

‐0.07

‐0.09

‐0.12

327410 (L3)

0.71

‐0.04

‐0.08

‐0.10

Gypsum Product

327420

10.69

0.01

‐0.07

‐0.06

Mineral Wool

327993

5.29

‐0.07

‐0.09

‐0.12

Iron and Steel Mills and Ferroalloy

331111

2.06

‐0.00

‐0.03

‐0.04

331221 (L2)

1.20

‐0.05

‐0.05

‐0.05

Secondary Aluminum Smelt/Alloying

331314

3.88

‐0.17

‐0.13

0.04

Aluminum Extruded Product

331316

2.10

‐0.02

‐0.03

‐0.09

Secondary Nonferrous Metal Proc.

331492

0.98

0.12

0.05

‐0.09

Iron Foundries

331511

1.60

‐0.05

‐0.07

‐0.09

Forging and Stamping

332111

2.12

0.05

0.00

‐0.06

Nonferrous Forging

332112

2.12

0.06

0.01

‐0.07

Hardware

332510

0.63

0.12

0.05

0.16

Turbines

333611 (L1)

0.39

0.07

0.10

0.00

Automobiles

336111 (L1)

0.32

0.07

0.10

0.00

All Other Motor Vehicle Parts

336399

0.56

0.06

0.03

0.06

Aircraft

336411

0.20

0.02

0.08

‐0.13

Missiles

336414 (L1)

0.29

0.07

0.10

0.00

2.41

‐0.02

‐0.03

‐0.08

Industry Name
Biological Product

Cement
Lime

Rolled Steel

Average

Employment Value added

Notes : The table is constructed similarly to Table 3a except reporting natural gas cost shares and elasticities
with respect to natural gas prices rather than electricity prices.
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Table 4. Correlations Between Cost Shares, Short‐Run Outcomes, and Long‐Run Outcomes
Panel A. Electricity
Short run / Short run / Short run /
Long run /
Cost share
employment
output
value added employment

Long run /
output

Long run /
value added

Cost share

1.00

Short run /
employment

‐0.34

1.00

Short run /
output

‐0.26

0.95

1.00

Short run /
value added

‐0.37

0.99

0.97

1.00

Long run /
employment

‐0.58

0.66

0.64

0.69

1.00

Long run /
output

‐0.51

0.74

0.64

0.75

0.77

1.00

Long run /
value added

‐0.45

0.59

0.45

0.58

0.63

0.85

1.00

Long run /
output

Long run /
value added

Panel B. Natural Gas
Short run / Short run / Short run /
Long run /
Cost share
employment
output
value added employment
Cost share

1.00

Short run /
employment

‐0.35

1.00

Short run /
output

‐0.41

0.88

1.00

Short run /
value added

‐0.43

0.73

0.66

1.00

Long run /
employment

‐0.50

0.38

0.31

0.36

1.00

Long run /
output

‐0.21

0.27

0.15

0.25

0.87

1.00

Long run /
value added

‐0.04

0.42

0.37

0.51

0.32

0.43

1.00

Notes : The table reports the Spearman rank correlations between the elasticities indicated in the column and
row headings. Panel A shows results for elasticities with respect to the electricity price and Panel B shows results
for elasticities with respect to the natural gas price. The column short run / employment shows the correlation
between the short‐run elasticity of employment to the corresponding energy price, and the variables indicated
in the row headings, and likewise for the other columns. Cost share is the electricity cost share in panel A and
the natural gas cost share in panel B.
34

Resources for the Future

Gray, Linn, and Morgenstern

Table 5. Short‐Run Percentage Changes of Output, Employment, and Value Caused by Energy Price Increases
Industry Name

NAICS

Output

Employment

Value Added

Glass Container

327213

‐17.10%

‐13.31%

‐16.29%

Paperboard Mills

322130

‐14.24%

‐11.10%

‐13.29%

Automobiles

336111

‐12.68%

‐6.47%

‐11.43%

Iron and Steel Mills and Ferroalloy

331111

‐12.16%

‐7.64%

‐11.26%

Poultry Processing

311615

‐10.71%

‐9.69%

‐10.38%

Mineral Wool

327993

‐10.37%

‐7.49%

‐11.30%

Ethanol

325193 (S2)

‐10.33%

‐8.02%

‐9.51%

Flat Glass

327211 (S2)

‐10.33%

‐8.02%

‐9.51%

Lime

327410 (S2)

‐10.33%

‐8.02%

‐9.51%

Iron Foundries

331511

‐9.83%

‐7.01%

‐9.11%

Nitrogenous Fertilizer

325311

‐9.45%

‐5.32%

‐5.01%

Cement

327310

‐9.28%

‐6.41%

‐11.26%

Breakfast Cereal

311230 (S1)

‐8.12%

‐5.08%

‐7.01%

Creamy Butter

311512 (S1)

‐8.12%

‐5.08%

‐7.01%

Breweries

312120 (S1)

‐8.12%

‐5.08%

‐7.01%

Turbines

333611 (S1)

‐8.12%

‐5.08%

‐7.01%

Nuts and Peanut Butter

311911

‐7.82%

‐4.11%

‐6.60%

Industrial Gas

325120

‐7.65%

‐4.06%

‐7.04%

All Other Basic Org. Chem.

325199

‐7.61%

‐3.68%

‐5.38%

Meat Processing

311613

‐7.48%

‐6.37%

‐6.62%

Gypsum Product

327420

‐7.30%

‐6.14%

‐6.34%

Forging and Stamping

332111

‐6.72%

‐3.86%

‐6.03%

All Other Basic Inorg. Chem.

325188

‐6.64%

‐4.18%

‐6.59%

Paper Mills

322121

‐6.64%

‐4.68%

‐7.26%

Other Petroleum Products

324199

‐6.06%

‐3.93%

‐6.73%

Petroleum Refineries

324110

‐6.04%

‐3.65%

‐3.57%

Nonferrous Forging

332112

‐5.96%

‐3.27%

‐4.93%

Aluminum Extruded Product

331316

‐5.40%

‐3.61%

‐5.71%
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Table 5 (continued).
Industry Name

NAICS

Output

Employment

Value Added

Secondary Aluminum Smelt/Alloying

331314

‐5.35%

‐4.00%

‐6.44%

All Other Misc. Food

311999

‐5.18%

‐3.27%

‐2.97%

Pharmaceutical Preparation

325412

‐4.73%

‐3.06%

‐3.83%

Dairy Product

311514

‐3.69%

‐1.19%

‐2.93%

Aircraft

336411

‐3.50%

‐2.00%

‐3.04%

Secondary Nonferrous Metal Proc.

331492

‐3.24%

‐1.20%

‐6.27%

Fruit and Veg

311421

‐3.15%

‐3.00%

‐0.06%

All Other Motor Vehicle Parts

336399

‐2.80%

‐1.63%

‐1.52%

Slaughtering

311611

‐2.44%

‐1.88%

‐0.97%

Perishable Prepared Food

311991

‐2.20%

‐0.33%

‐2.85%

Sugar

311310

‐2.07%

‐0.90%

‐1.34%

Dried and Dehydrated Food

311423

‐2.05%

‐2.23%

‐1.56%

Asphalt

324121

‐1.77%

‐2.54%

‐1.21%

Missiles

336414

‐1.27%

‐0.09%

‐0.24%

Other Snack Food

311919

‐1.26%

0.76%

‐1.14%

Hardware

332510

‐1.04%

‐0.35%

‐0.23%

Cheese

311513

1.05%

1.92%

1.45%

Wineries

312130

2.00%

1.92%

1.84%

Biological Product

325414

2.50%

3.17%

2.66%

Setup Paperboard Box

322213

3.29%

4.02%

3.50%

Rolled Steel

331221

8.55%

7.13%

7.47%

‐5.69%

‐3.65%

‐5.07%

Average

Notes : The table reports the simulated short‐run percentage change in the outcome indicated in the column
heading caused by an energy price increase in 2009. The energy price increases are proportional to a carbon
dioxide emissions price of $10 per ton, and the percentage changes are calculated using the baseline estimates
of equation (2) (five cost‐share groups, industry cost shares, and 500 miles). For industries in the same bundle a
common percentage change is reported.

36

Resources for the Future

Gray, Linn, and Morgenstern

Table 6. Long‐Run Impacts of Energy Price Increases
Industry Name

NAICS

Output

Employment

Value Added

332510

‐0.71%

1.03%

‐3.71%

Sugar

311310 (L2)

‐0.52%

‐0.19%

‐0.06%

Other Snack Food

311919 (L2)

‐0.52%

‐0.19%

‐0.06%

Breweries

312120 (L2)

‐0.52%

‐0.19%

‐0.06%

Setup Paperboard Box

322213 (L2)

‐0.52%

‐0.19%

‐0.06%

Other Petroleum Products

324199 (L2)

‐0.52%

‐0.19%

‐0.06%

Rolled Steel

331221 (L2)

‐0.52%

‐0.19%

‐0.06%

Aluminum Extruded Product

331316

‐0.07%

‐1.17%

‐0.03%

All Other Motor Vehicle Parts

336399

‐0.06%

‐4.78%

‐0.22%

Slaughtering

311611

‐0.04%

‐1.18%

0.19%

Secondary Aluminum Smelt/Alloying

331314

‐0.03%

‐0.12%

‐0.01%

Nitrogenous Fertilizer

325311

‐0.02%

0.00%

‐0.02%

Aircraft

336411

‐0.01%

‐34.76%

0.80%

Paper Mills

322121

‐0.01%

‐0.08%

‐0.01%

Biological Product

325414

‐0.01%

‐0.04%

0.02%

Meat Processing

311613

‐0.01%

‐0.04%

‐0.02%

Perishable Prepared Food

311991

‐0.01%

‐0.01%

0.00%

Gypsum Product

327420

‐0.01%

‐0.03%

‐0.03%

Petroleum Refineries

324110

0.00%

0.20%

‐0.03%

Asphalt

324121

0.00%

‐0.04%

‐0.01%

Nonferrous Forging

332112

0.00%

0.00%

‐0.01%

Dairy Product

311514

0.00%

0.00%

0.01%

Pharmaceutical Preparation

325412

0.01%

‐0.80%

0.25%

Forging and Stamping

332111

0.01%

0.02%

0.09%

All Other Misc. Food

311999

0.01%

0.26%

0.00%

Wineries

312130

0.02%

0.27%

0.01%

Secondary Nonferrous Metal Proc.

331492

0.02%

0.02%

‐0.04%

Dried and Dehydrated Food

311423

0.02%

0.00%

0.06%

Hardware
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Table 6 (continued).
Industry Name

NAICS

Output

Employment

Value Added

All Other Basic Org. Chem.

325199

0.02%

0.02%

‐0.01%

Industrial Gas

325120

0.03%

0.11%

0.04%

Cement

327310

0.03%

0.12%

0.06%

Iron and Steel Mills and Ferroalloy

331111

0.05%

0.18%

0.08%

Ethanol

325193 (L3)

0.05%

0.26%

0.10%

Flat Glass

327211 (L3)

0.05%

0.26%

0.10%

Glass Container

327213 (L3)

0.05%

0.26%

0.10%

Lime

327410 (L3)

0.05%

0.26%

0.10%

All Other Basic Inorg. Chem.

325188

0.07%

0.29%

0.11%

Iron Foundries

331511

0.07%

0.23%

0.15%

Paperboard Mills

322130

0.08%

0.40%

0.17%

Cheese

311513

0.08%

‐0.07%

0.32%

Mineral Wool

327993

0.10%

0.26%

0.20%

Poultry Processing

311615

0.10%

0.22%

0.43%

Nuts and Peanut Butter

311911

0.12%

‐1.79%

1.05%

Fruit and Veg

311421

0.18%

2.32%

0.51%

Breakfast Cereal

311230 (L1)

2.05%

‐4.59%

‐0.73%

Creamy Butter

311512 (L1)

2.05%

‐4.59%

‐0.73%

Turbines

333611 (L1)

2.05%

‐4.59%

‐0.73%

Automobiles

336111 (L1)

2.05%

‐4.59%

‐0.73%

Missiles

336414 (L1)

2.05%

‐4.59%

‐0.73%

0.15%

‐1.27%

‐0.07%

Average

Notes : The table reports the simulated long‐run percentage change in the outcome indicated in the column
heading caused by an energy price increase in 2009. The energy price increases are proportional to a carbon
dioxide emissions price of $10 per ton, and the percentage changes are calculated using the baseline estimates
of equation (3) (five cost‐share groups, industry cost shares, and 500 miles). For industries in the same bundle a
common percentage change is reported.
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Table 7. Correlations Between Cost Shares and Simulation Outcomes
Cost share

Short run / Short run /
output
employment

Short run /
value added

Long run /
output

Long run /
employment

Cost share

1.00

Short run /
output

‐0.43

1.00

Short run /
employment

‐0.49

0.97

1.00

Short run /
value added

‐0.42

0.95

0.94

1.00

Long run /
output

0.09

‐0.53

‐0.48

‐0.48

1.00

Long run /
employment

0.55

‐0.26

‐0.31

‐0.22

0.20

1.00

Long run /
value added

0.29

‐0.23

‐0.26

‐0.19

0.32

0.43

Long run /
value added

1.00

Notes : The table reports the Spearman rank correlations between the outcomes indicated in the column and
row headings. The column short run / employment shows the correlation between the short‐run change in
employment caused by energy price increases induced by a carbon price of $10 per ton of carbon dioxide, and
the variables indicated in the row headings, and likewise for the other columns. Cost share is the combined
electricity and natural gas cost share.
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Table 8. Distribution of Impacts Across Models
Num. of groups Cost share Distance Weighted
Panel A. Output, short run
5
3
1
5
5
5

Industry
Industry
Industry
Plant
Industry
Industry

500
500
500
500
250
500

No
No
No
No
No
Yes

.H..........M...........ZL.......................
.....H.......M.......L..Z........................
............H.M.L.......Z........................
.........H....M.........ZL.......................
H..........M...........LZ........................
H.......M...............Z...L....................

Panel B. Output, long run
5
3
1
5
5
5

Industry
Industry
Industry
Plant
Industry
Industry

500
500
500
500
250
500

No
No
No
No
No
Yes

.......................HM.L......................
.......................XL........................
.......................XZ.L......................
.....................H.MZL.......................
.......................HM....L...................
....................H..MZ..L.....................

Panel C. Employment, short run
5
3
1
5
5
5

Industry
Industry
Industry
Plant
Industry
Industry

500
500
500
500
250
500

No
No
No
No
No
Yes

.......H........M.......Z..L.....................
..........H......M.....LZ........................
................HML.....Z........................
............H....M......Z.L......................
.......H........M.......ZL.......................
......H.....M...........Z.L......................

Panel D. Employment, long run
5
3
1
5
5
5

Industry
Industry
Industry
Plant
Industry
Industry

500
500
500
500
250
500

No
No
No
No
No
Yes

...............H.......ML........................
.......................XZ..L.....................
.......................XZ........................
....................H..ML........................
.................H......ML.......................
...................H.M..L........................

Panel E. Value added, short run
5
3
1
5
5
5

Industry
Industry
Industry
Plant
Industry
Industry

500
500
500
500
250
500

No
No
No
No
No
Yes

..H..........M..........Z.L......................
......H........M.......LZ........................
..............H.ML......Z........................
........H......M........Z.L......................
H............M..........L........................
......H.........M.......Z...L....................
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Table 8 (continued).
Panel F. Value added, long run
5
3
1
5
5
5

Industry
Industry
Industry
Plant
Industry
Industry

500
500
500
500
250
500

No
No
No
No
No
Yes

......................H.X........................
.......................HX........................
..........H............MZ.....L..................
.....................H.MZ....L...................
......................H.X........................
.........H...........M..Z......L.................

Notes : Each panel reports the simulated effects of the indicated outcome in the short run (using equation (2))
or the long run (using equation (3)). Each row reports the results of a different specification, with the first four
columns defining the specification. The graph at the right of the table displays the estimated percentage
change, with Z indicating no change. Each dot represents 0.5 percentage points, and the scale ranges from ‐12
to 12 percent. The 49 industry impacts for the model were sorted, from most negative to most positive, and
three averages were calculated. The H value is the average of values 3‐7 (the most negative). The M value is
the average of values 13‐37. The L value is the average of values 43‐47 (the least negative or most positive).
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Table 9a. Cross‐Model Correlations Across Models of Short‐Run Elasticities to Electricity Prices
Panel A. Output
Baseline

3 groups

1 group

250 miles

Weighted

Baseline

1.00

3 groups

0.61

1.00

1 group

0.50

0.56

1.00

250 miles

1.00

0.62

0.49

1.00

Weighted

0.34

0.02

‐0.36

0.36

1.00

250 miles

Weighted

Panel B. Employment
Baseline

3 groups

1 group

Baseline

1.00

3 groups

0.78

1.00

1 group

‐0.55

‐0.55

1.00

250 miles

1.00

0.78

‐0.55

1.00

Weighted

0.27

0.10

0.28

0.27

1.00

250 miles

Weighted

Panel C. Value Added
Baseline

3 groups

1 group

Baseline

1.00

3 groups

0.72

1.00

1 group

0.56

0.58

1.00

250 miles

1.00

0.72

0.56

1.00

Weighted

0.32

0.14

‐0.18

0.32

1.00

Notes : The table reports correlations of short‐run elasticities with respect to electricity prices estimated from
alternative versions of equation (2).
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Table 9b. Cross‐Model Correlations of Short‐Run Elasticities to Natural Gas Prices
Panel A. Output
Baseline

3 groups

1 group

250 miles

Weighted

Baseline

1.00

3 groups

0.45

1.00

1 group

0.35

0.22

1.00

250 miles

0.85

0.44

0.37

1.00

Weighted

0.60

0.06

0.24

0.47

1.00

250 miles

Weighted

Panel B. Employment
Baseline

3 groups

1 group

Baseline

1.00

3 groups

0.47

1.00

1 group

0.31

0.22

1.00

250 miles

0.94

0.52

0.27

1.00

Weighted

0.81

0.40

0.29

0.74

1.00

250 miles

Weighted

Panel C. Value Added
Baseline

3 groups

1 group

Baseline

1.00

3 groups

0.54

1.00

1 group

0.51

0.05

1.00

250 miles

0.80

0.34

0.44

1.00

Weighted

0.35

‐0.26

0.39

0.35

1.00

Notes : The table is constructed similarly to Table 9a, except reporting short‐run elasticities with respect to natural
gas prices rather than electricity prices.
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Table 10a. Cross‐Model Correlations of Long‐Run Elasticities to Electricity Prices
Panel A. Output
Baseline

3 groups

1 group

250 miles

Weighted

Baseline

1.00

3 groups

0.84

1.00

1 group

0.69

0.70

1.00

250 miles

0.99

0.86

0.70

1.00

Weighted

0.79

0.63

0.61

0.79

1.00

250 miles

Weighted

Panel B. Employment
Baseline

3 groups

1 group

Baseline

1.00

3 groups

0.90

1.00

1 group

‐0.72

‐0.69

1.00

250 miles

1.00

0.88

‐0.71

1.00

Weighted

0.33

0.25

‐0.45

0.31

1.00

250 miles

Weighted

Panel C. Value Added
Baseline

3 groups

1 group

Baseline

1.00

3 groups

0.70

1.00

1 group

0.52

0.55

1.00

250 miles

1.00

0.71

0.51

1.00

Weighted

0.69

0.66

0.71

0.68

1.00

Notes : The table reports correlations of long‐run elasticities with respect to electricity prices estimated from
alternative versions of equation (3). The table is constructed similarly to Table 9a except reporting long‐run
elasticities rather than short‐run elasticities.
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Table 10b. Cross‐Model Correlations of Long‐Run Elasticities to Natural Gas Prices
Panel A. Output
Baseline

3 groups

1 group

250 miles

Weighted

Baseline

1.00

3 groups

0.58

1.00

1 group

0.22

0.29

1.00

250 miles

0.98

0.56

0.16

1.00

Weighted

0.01

‐0.03

0.26

‐0.09

1.00

250 miles

Weighted

Panel B. Employment
Baseline

3 groups

1 group

Baseline

1.00

3 groups

0.58

1.00

1 group

0.60

0.36

1.00

250 miles

0.99

0.57

0.54

1.00

Weighted

0.51

0.44

0.09

0.55

1.00

250 miles

Weighted

Panel C. Value Added
Baseline

3 groups

1 group

Baseline

1.00

3 groups

‐0.05

1.00

1 group

0.04

‐0.61

1.00

250 miles

0.82

‐0.10

‐0.05

1.00

Weighted

0.07

0.36

‐0.33

0.05

1.00

Notes : The table is constructed similarly to Table 10a, except reporting long‐run elasticities with respect to natural
gas prices rather than electricity prices.
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Table 11. Cross‐Model Correlations of Short‐Run Impacts of Energy Price Increases
Panel A. Output
Baseline

3 groups

1 group

Plant cost share

250 miles

Weighted

Baseline

1.00

3 groups

0.83

1.00

1 group

0.62

0.67

1.00

Plant cost share

0.79

0.68

0.65

1.00

250 miles

0.96

0.81

0.61

0.77

1.00

Weighted

0.50

0.17

0.15

0.51

0.44

1.00

250 miles

Weighted

Panel B. Employment
Baseline

3 groups

1 group

Plant cost share

Baseline

1.00

3 groups

0.79

1.00

1 group

0.62

0.57

1.00

Plant cost share

0.79

0.55

0.52

1.00

250 miles

0.97

0.76

0.60

0.82

1.00

Weighted

0.66

0.44

0.33

0.59

0.63

1.00

250 miles

Weighted

Panel C. Value Added
Baseline

3 groups

1 group

Plant cost share

Baseline

1.00

3 groups

0.84

1.00

1 group

0.68

0.61

1.00

Plant cost share

0.78

0.70

0.66

1.00

250 miles

0.96

0.81

0.71

0.75

1.00

Weighted

0.44

0.24

0.35

0.50

0.44

1.00

Notes : The table reports correlations of simulated short‐run effects of energy price increases induced by a
carbon price of $10 per ton of carbon dioxide, based on alternative versions of equation (2). Panel A shows
results for output, Panel B for employment, and Panel C for value added. The baseline model includes five cost
share groups, industry‐level cost shares, and a distance of 500 miles to determine which plants. Observations
are unweighted in the baseline. Each column and row includes outcomes from the indicated variation of the
baseline model, with the final column and row weighting observations by the plant average of the dependent
variable.
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Table 12. Cross‐Model Correlations of Long‐Run Impacts of Energy Price Increases
Panel A. Output
Baseline

3 groups

1 group

Plant cost share

250 miles

Weighted

Baseline

1.00

3 groups

‐0.09

1.00

1 group

‐0.16

0.34

1.00

Plant cost share

‐0.14

0.14

0.22

1.00

250 miles

0.99

‐0.09

‐0.16

‐0.13

1.00

Weighted

‐0.55

0.25

0.40

0.09

‐0.54

1.00

250 miles

Weighted

Panel B. Employment
Baseline

3 groups

1 group

Plant cost share

Baseline

1.00

3 groups

0.15

1.00

1 group

‐0.35

0.06

1.00

Plant cost share

‐0.42

0.09

0.50

1.00

250 miles

0.74

0.10

‐0.16

‐0.42

1.00

Weighted

‐0.33

‐0.17

0.14

0.26

‐0.44

1.00

250 miles

Weighted

Panel C. Value Added
Baseline

3 groups

1 group

Plant cost share

Baseline

1.00

3 groups

‐0.28

1.00

1 group

0.00

0.09

1.00

Plant cost share

‐0.54

0.49

‐0.13

1.00

250 miles

0.95

‐0.18

‐0.14

‐0.39

1.00

Weighted

0.02

‐0.27

‐0.13

0.19

0.08

1.00

Notes : The table reports correlations of simulated long‐run effects of energy price increases induced by a
carbon price of $10 per ton of carbon dioxide, based on alternative versions of equation (3). The table is
constructed similarly to Table 11.
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Figure 1. Short‐Run Energy Price Elasticities vs. Energy Cost Shares
Panel D. Elasticity of output to natural
gas price

Panel A. Elasticity of output to
electricity price
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Panel B. Elasticity of employment to
electricity price

Panel E. Elasticity of employment to
natural gas price
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Panel C. Elasticity of value added to
electricity price

Panel F. Elasticity of value added to
natural gas price

1

1

0.5

0.5

0

0

‐0.5

‐0.5

‐1

‐1

‐1.5

‐1.5

‐2

‐2
0

1

2
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4
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6
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5

10

Natural gas cost share (percent)

Notes : The figures plot the estimated elasticities against the corresponding cost shares that are reported in
Table 2.
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Figure 2. Long‐Run Energy Price Elasticities vs. Energy Cost Shares
Panel D. Elasticity of output to natural
gas price

Panel A. Elasticity of output to
electricity price
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Panel C. Elasticity of value added to
electricity price
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Notes : The figures plot the estimated elasticities against the corresponding cost shares that are reported in
Table 3.
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Figure 3. Simulated Short‐ and Long‐Run Impacts vs. Energy Cost Shares
Panel D. Long run, output

Panel A. Short run, output
10%

10%

5%

5%

0%

0%

‐5%

‐5%

‐10%

‐10%

‐15%

‐15%

‐20%

‐20%
0

5

10

15

0

20

5

10

15

Energy cost share (percent)

Energy cost share (percent)

Panel B. Short run, employment

Panel E. Long run, employment

10%

10%

5%

5%

0%

0%

‐5%

‐5%

‐10%

‐10%

‐15%

‐15%

‐20%

‐20%
0

5

10

15

20

0

Energy cost share (percent)

5

10

15

Energy cost share (percent)
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Panel F. Long run, value added
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Notes : The figures plot the simulated impacts of energy price increases against industry energy cost shares (the
sum of electricity and natural gas), which are reported in Tables 5 and 6.
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Table A1. Estimated Impacts on Value‐Added for $22.62 Carbon Price
Allowance Reduction (%)
Industry Name
Breakfast Cereal
Sugar
Fruit and Veg
Dried and Dehydrated Food
Creamy Butter
Cheese
Dairy Product
Slaughtering
Meat Processing
Poultry Processing
Nuts and Peanut Butter
Other Snack Food
Perishable Prepared Food
All Other Misc. Food
Breweries
Wineries
Paper Mills
Paperboard Mills
Setup Paperboard Box
Petroleum Refineries
Asphalt
Other Petroleum Products
Industrial Gas
All Other Basic Inorg. Chem.
Ethanol
All Other Basic Org. Chem.
Nitrogenous Fertilizer
Pharmaceutical Preparation

NAICS
311230 (S1)
311310
311421
311423
311512 (S1)
311513
311514
311611
311613
311615
311911
311919
311991
311999
312120 (S1)
312130
322121
322130
322213
324110
324121
324199
325120
325188
325193 (S2)
325199
325311
325412

0%
-15.5%
-2.9%
-0.1%
-3.4%
-15.5%
3.0%
-6.4%
-2.1%
-14.5%
-22.6%
-14.5%
-2.1%
-6.2%
-6.5%
-15.5%
3.9%
-15.9%
-29.2%
7.4%
-7.8%
-2.6%
-14.8%
-15.4%
-14.5%
-20.9%
-11.8%
-11.2%
-8.4%

10%
-14.0%
-2.6%
-0.1%
-3.0%
-14.0%
2.8%
-5.8%
-1.9%
-13.1%
-20.5%
-13.1%
-2.0%
-5.6%
-5.9%
-14.0%
3.6%
-14.4%
-26.4%
6.8%
-7.1%
-2.3%
-13.4%
-13.9%
-13.1%
-18.9%
-10.7%
-10.1%
-7.6%

20%
-12.5%
-2.4%
-0.1%
-2.7%
-12.5%
2.5%
-5.2%
-1.7%
-11.7%
-18.3%
-11.7%
-1.8%
-5.0%
-5.3%
-12.5%
3.2%
-12.9%
-23.6%
6.1%
-6.3%
-2.1%
-11.9%
-12.5%
-11.7%
-16.9%
-9.6%
-9.0%
-6.8%
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30%
-11.0%
-2.1%
-0.1%
-2.4%
-11.0%
2.2%
-4.6%
-1.5%
-10.3%
-16.1%
-10.3%
-1.7%
-4.4%
-4.6%
-11.0%
2.8%
-11.3%
-20.8%
5.4%
-5.6%
-1.9%
-10.5%
-11.0%
-10.3%
-14.8%
-8.4%
-7.9%
-6.0%

40%
-9.4%
-1.8%
-0.1%
-2.1%
-9.4%
1.9%
-3.9%
-1.3%
-8.9%
-13.9%
-8.9%
-1.5%
-3.8%
-4.0%
-9.4%
2.5%
-9.8%
-17.9%
4.7%
-4.8%
-1.6%
-9.1%
-9.5%
-8.9%
-12.8%
-7.2%
-6.8%
-5.1%

50%
-7.9%
-1.5%
-0.1%
-1.8%
-7.9%
1.6%
-3.3%
-1.1%
-7.5%
-11.7%
-7.4%
-1.3%
-3.2%
-3.3%
-7.9%
2.1%
-8.2%
-15.0%
3.9%
-4.0%
-1.4%
-7.6%
-7.9%
-7.4%
-10.7%
-6.1%
-5.7%
-4.3%

60%
-6.4%
-1.2%
-0.1%
-1.4%
-6.4%
1.3%
-2.7%
-0.9%
-6.0%
-9.4%
-6.0%
-1.0%
-2.6%
-2.7%
-6.4%
1.7%
-6.6%
-12.1%
3.2%
-3.2%
-1.1%
-6.1%
-6.4%
-6.0%
-8.6%
-4.9%
-4.5%
-3.5%

70%
-4.8%
-0.9%
0.0%
-1.1%
-4.8%
1.0%
-2.0%
-0.7%
-4.5%
-7.1%
-4.5%
-0.8%
-2.0%
-2.0%
-4.8%
1.3%
-5.0%
-9.1%
2.4%
-2.4%
-0.8%
-4.6%
-4.8%
-4.5%
-6.5%
-3.7%
-3.4%
-2.6%

80%
-3.2%
-0.6%
0.0%
-0.7%
-3.2%
0.7%
-1.3%
-0.5%
-3.0%
-4.8%
-3.0%
-0.6%
-1.3%
-1.4%
-3.2%
0.9%
-3.3%
-6.1%
1.6%
-1.6%
-0.6%
-3.1%
-3.2%
-3.0%
-4.4%
-2.5%
-2.3%
-1.8%

90%
-1.6%
-0.3%
0.0%
-0.4%
-1.6%
0.3%
-0.7%
-0.2%
-1.5%
-2.4%
-1.5%
-0.3%
-0.7%
-0.7%
-1.6%
0.4%
-1.7%
-3.1%
0.8%
-0.8%
-0.3%
-1.6%
-1.6%
-1.5%
-2.2%
-1.2%
-1.1%
-0.9%

Resources for the Future

Gray, Linn, and Morgenstern

Table A1 (continued).
Allowance Reduction (%)
Industry Name
Biological Product
Flat Glass
Glass Container
Cement
Lime
Gypsum Product
Mineral Wool
Iron and Steel Mills and Ferroalloy
Rolled Steel
Secondary Aluminum Smelt/Alloying
Aluminum Extruded Product
Secondary Nonferrous Metal Proc.
Iron Foundries
Forging and Stamping
Nonferrous Forging
Hardware
Turbines
Automobiles
All Other Motor Vehicle Parts
Aircraft
Missiles

NAICS
325414
327211 (S2)
327213
327310
327410 (S2)
327420
327993
331111
331221
331314
331316
331492
331511
332111
332112
332510
333611 (S1)
336111
336399
336411
336414
Average

0%
5.7%
-20.9%
-35.7%
-24.7%
-20.9%
-13.9%
-24.8%
-24.8%
16.1%
-14.1%
-12.5%
-13.7%
-20.0%
-13.3%
-10.8%
-0.5%
-15.5%
-25.2%
-3.6%
-6.6%
-0.5%

‐11.1%

10%
5.1%
-18.9%
-32.3%
-22.3%
-18.9%
-12.6%
-22.4%
-22.4%
14.6%
-12.8%
-11.3%
-12.4%
-18.1%
-12.0%
-9.8%
-0.5%
-14.0%
-22.8%
-3.2%
-6.0%
-0.5%

‐10.1%

20%
4.6%
-16.9%
-28.9%
-20.0%
-16.9%
-11.2%
-20.1%
-20.0%
13.1%
-11.4%
-10.1%
-11.1%
-16.2%
-10.7%
-8.8%
-0.4%
-12.5%
-20.3%
-2.8%
-5.4%
-0.4%

30%
4.1%
-14.8%
-25.4%
-17.6%
-14.8%
-9.9%
-17.6%
-17.6%
11.6%
-10.0%
-8.9%
-9.8%
-14.2%
-9.4%
-7.7%
-0.4%
-11.0%
-17.9%
-2.5%
-4.7%
-0.4%

‐9.0%

‐7.9%

40%
3.5%
-12.8%
-21.9%
-15.1%
-12.8%
-8.5%
-15.2%
-15.2%
10.0%
-8.7%
-7.7%
-8.4%
-12.3%
-8.1%
-6.6%
-0.3%
-9.4%
-15.4%
-2.1%
-4.1%
-0.3%

50%
3.0%
-10.7%
-18.4%
-12.7%
-10.7%
-7.1%
-12.7%
-12.7%
8.4%
-7.3%
-6.4%
-7.1%
-10.3%
-6.8%
-5.6%
-0.3%
-7.9%
-12.9%
-1.7%
-3.4%
-0.3%

60%
2.4%
-8.6%
-14.8%
-10.2%
-8.6%
-5.7%
-10.2%
-10.2%
6.8%
-5.8%
-5.2%
-5.7%
-8.3%
-5.5%
-4.5%
-0.2%
-6.4%
-10.4%
-1.4%
-2.8%
-0.2%

70%
1.8%
-6.5%
-11.1%
-7.7%
-6.5%
-4.3%
-7.7%
-7.7%
5.1%
-4.4%
-3.9%
-4.3%
-6.2%
-4.1%
-3.4%
-0.2%
-4.8%
-7.8%
-1.0%
-2.1%
-0.2%

80%
1.2%
-4.4%
-7.5%
-5.2%
-4.4%
-2.9%
-5.2%
-5.2%
3.5%
-3.0%
-2.6%
-2.9%
-4.2%
-2.8%
-2.3%
-0.1%
-3.2%
-5.2%
-0.7%
-1.4%
-0.1%

90%
0.6%
-2.2%
-3.8%
-2.6%
-2.2%
-1.5%
-2.6%
-2.6%
1.7%
-1.5%
-1.3%
-1.4%
-2.1%
-1.4%
-1.1%
0.0%
-1.6%
-2.6%
-0.3%
-0.7%
-0.1%

‐6.8%

‐5.7%

‐4.6%

‐3.5%

‐2.3%

‐1.2%

Notes : The table reports the estimated impact on value-added for each industry of the indicated carbon price and allowance reductions (0% to 90%). The estimated impacts are based upon
the elasticities reported in Table 2, using the baseline specification (5 cost-share groups, industry cost shares, and 500 miles). Industries in the same bundle have the same values. The
bottom of the table reports the average impact across all 49 industries.
The elasticities (electricity and natural gas) in Table 2 show how an energy price change affects the outcome variable, in this case value-added [dln(value-added)/dln(price)]. The estimated
impact on log-value-added is the elasticity times the change in log-price. Each $1 of carbon price corresponds to a 0.42% increase in electricity prices and a 0.86% increase in natural gas
prices in CA in 2009, so a carbon price of $C has an impact on log-value-added of {[(electricity-elasticity)*ln(1 + (0.0042*C))] + [(gas-elasticity)*ln(1 + (0.0086*C))]}, shown here as a
percentage change in value-added. The numbers are benchmarked to match the $10 carbon price impacts reported in Table 5. Comparisons of these estimated results with simulated results
inside Census show very similar values for carbon prices ranging from $1 to $25.
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Production and Emissions Leakage from California’s Cap‐and‐Trade Program in Food
Processing Industries: Case Study of Tomato, Sugar, Wet Corn and Cheese Markets
Executive Summary
This report models the potential extent of market transfer and emissions leakage resulting from
California’s Cap-and-Trade Program on California tomato, sugar, wet corn and cheese
processing industries. GHG regulations that raise energy input prices at food processing plants in
California have the effect of selectively raising the marginal cost of food processing for
California plants, resulting in a cost advantage for unregulated plants in other production regions.
Our analysis indicates that selective GHG regulation in California’s Cap-and-Trade Program
results in substantial market transfer of production from California food processing industries to
food processors that produce in unregulated regions. Market transfer effects hinder wellfunctioning greenhouse gas (GHG) regulations for at least two reasons. First, selective
regulations on California plants reduce regional manufacturing activity in the state, decreasing
both tax revenue and employment. Second, the associated transfer of production from California
to other region results in leakage of GHG emissions across state (and national) lines, dampening
the effect of selective GHG regulation on global climate outcomes.
The predicted market transfer effect in each food processing industry depends on supply and
demand conditions facing California producers. Some combination of three things must occur in
response to an increase in compliance costs: (i) the cost increase can be passed forward to
consumers in the form of higher prices for manufactured food; (ii) the cost increase can be
passed backward to farmers in the form of lower farm prices; or (iii) the cost increase can result
in narrower margins for food processors. In this report, we subsume the latter two effects into our
calculation of backward shifting, as our data are not sufficiently rich to distinguish how cost
increases predicted to be absorbed in each industry are likely to be shared between California
farmers and food processors. Backward shifting of compliance costs from the Cap-and-Trade
Program results in lower value for farm products procured by California food processors, which
would be shared in some fashion between food processors and agricultural producers through
lower prices for farm products, and our results are expressed in terms of this lower combined
value in the California supply chain.
Market transfer from California food processors to food processors in other, unregulated
production regions is mediated through forward shifting effects of the regulation into consumer
prices. Cost increases passed forward into consumer prices provide food processors in other
regions with the economic incentive to increase production. As a result, the forward shifting
effect of an increase in marginal cost among California producers leads to both decreased
demand for the processed food product as well as a loss in market share for California plants.
We model the market transfer effect in each of four food processing industries -- tomato, sugar,
wet corn and cheese processing-- as the share of the decrease in processed food output by
California producers that is acquired by out-of-state producers.
The largest sector of the food industry by emissions and facilities covered in the Cap-and-Trade
Program is the tomato processing sector. The tomato processing industry in California maintains
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a large market share of global production and we consider market transfer of processed tomato
production to be mediated through global market demand. For the sugar, wet corn and cheese
processing industries, California producers face significant competition from producers in other
states, and farm programs exist that insulate U.S. producers from foreign competition.1
Accordingly, we consider market transfer to be mediated through U.S. market demand for
producers in these industries.
Table ES.1 shows the predicted share of a marginal cost increase that is shifted forward into
consumer prices and the resulting market transfer effect the Cap-and-Trade Program. In response
to a rise in energy prices under the Cap-and-Trade Program, food processing industries in
California are predicted to lose market share to competing food processors out-of-state, and the
market transfer effect represents the share of output decline in California that is offset by
increased output from out-of-state competitors. The market transfer effect ranges from 57% of
the decrease in California processed cheese output shifted to out-of-state producers to 76% of the
decrease in California wet corn milling shifted to out-of-state producers.
We calculate the change in California production and market transfer effect of the Cap-andTrade Program for the case in which no allowances are provided to food processors. Thus, the
effect of compliance costs of $20 per metric ton (MT) of carbon dioxide equivalent (CO2e) with
no allowances provided to firms can be interpreted as the predicted outcome under a 50%
allocation of allowances at a $40 allowance price.
Table ES.2 details the effect of $20/ MT CO2e compliance cost on price on market outcomes in
each food processing industry. At $20/ MT CO2e compliance cost, the predicted increase in
marginal cost at California food processing plants ranges from a 0.75% increase for refined sugar
production to 1.2% for wet corn milling. The projected decrease in California processed food
supply is 7.2% for processing tomatoes, 1.0% for cheese, 2.2% for wet corn, and 1.2% for sugar.
The market transfer effect in each industry is given by the share of the reduced California
production transferred to out-of-state producers in Table ES.1.
The market transfer effects calculated in Table ES.2 result in “production leakage” of California
processed food production to food processors operating across state lines. Production leakage
can be related directly to emissions leakage by adjusting the market transfer effect for the
relative emissions-intensity of the plants acquiring and losing market share. If production
leakage occurs to plants outside of California that have similar technology and use identical fuel
inputs (i.e., natural gas) as the California plants that reduce production, then the market transfer
effect of the Cap-and-Trade Program would result in a one-for-one transfer of CO2e emissions.
However, if market transfer occurs from California food processing plants that rely on natural
gas for energy to out-of-state producers that rely on coal for energy, then each unit of production
that transfers out of California would result in higher CO2e emissions.
A difficulty in measuring the extent of emissions leakage from the Cap-and-Trade Program is
that it is hard to predict the regions in which production and emissions increases will occur. For
the case of California food processors, the typical plant operates on natural gas; however, global
food processing plants including those in other U.S. states rely on other sources such as coal and
1

Industry-specific conditions are described in Section 2.4 of this report.
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fuel oil. In 2002, 52% of total energy supply utilized in the U.S. food manufacturing industry
was natural gas, 21% net electricity, 17% coal, 3% fuel oil, and 8% other (e.g., waste materials).2
In aggregate, the market transfer of California production to producers in other U.S. locations
therefore is likely to occur to plants relying on a mix of fuels that produce higher levels of
emissions per unit of energy. In the case of processing tomatoes, the market transfer is likely to
occur predominantly to international producers in the E.U. and China. If the global market
transfer of processing tomatoes occurs between food processing facilities in California and food
processing facilities in China, for example, the transferred quantity of production is likely to be
produced at coal-fired plants, potentially resulting in a rise in global CO2e emissions.
Table ES.1. Predicted Cost-Shifting and Market Transfer Effects
of California's Cap-and-Trade Program
Share of Cost Increase
Industry
Processing Tomatoes
Cheese
Wet Corn
Sugar

Shifted
Backward
76%
87%
99%
91%

Shifted
Forward
24%
13%
1%
9%

Market
Transfer
68%
57%
76%
71%

Table ES.2. Predicted Effects of $20/MT CO2e Compliance Cost on Selected Food
Processing Industries
Impact of Cap-and-Trade Program
Initial Market Quantity (1,000 MT)
Initial California Quantity (1,000 MT)
Initial Value ($/MT)
Percent Increase in MC of Processing
Processed Food Price Increass ($/MT)
Cost Absorbed by Producers ($/MT)
Reduction in California Supply (1,000 MT)
Percent Decrease in California Supply
Production Leakage (1,000 MT)
Leakage as Percent of California Supply

Food Processing Industry
Tomatoes
Cheese
Wet Corn
37,904
12,093
$891
0.97%
$2.09
$6.52
868
7.17%
592
4.90%

2

5,140
1,086
$3,679
0.93%
$4.57
$29.64
10.50
0.97%
6.04
0.56%

28,840
504
$441
1.18%
$0.07
$5.13
11.11
2.21%
8.41
1.67%

U.S. Environmental Protection Agency, Manufacturing Sectors: Opportunities and Challenges for
Environmentally Preferable Energy Outcomes, March 2007, p. 3-32.
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Sugar
7,480
866
$700
0.75%
$0.45
$4.80
10.10
1.17%
7.22
0.83%

Production and Emissions Leakage from California’s Cap‐and‐Trade Program in Food
Processing Industries: Case Study of Tomato, Sugar, Wet Corn and Cheese Markets
1. Introduction
Environmental regulations that raise energy input prices at food processing plants have important
impacts on agricultural producers and consumers of processed goods. In particular, a rise in
California energy prices, which increases the variable cost of food processing operations for
California plants, can result in market transfer of processed food production from California food
processors to food processors operating in unregulated regions. Market transfer effects hinder the
performance of regional GHG regulations for at least two reasons. First, a one-to-one transfer of
GHG emissions across state (and national) borders does not improve global climate outcomes,
while at the same time hampering regional economic activity and reducing associated tax
revenue and employment in California. Second, the market transfer of production from one
region to another may raise emissions per unit of output if the plants that increase production are
less efficient than the plants that reduce production. Indeed, if GHG regulation in California
shifts production from relatively less emissions-intensive producers in California to more
emissions-intensive producers out-of-state, the market transfer of production across state lines
can lead to reduced global production and higher consumer prices, while at the same time
increasing global GHG emissions. The potential for global consumer markets to mediate a
market transfer in regional production levels that results in a net increase in environmental harm
has been recently documented by Rausser, Hamilton and Kovach (2009) in the case of
endangered species protection.3
In this report, we consider the market transfer of processed food production from California to
outside regions in response to the Cap-and-Trade Program authorized by Assembly Bill 32 (AB
32). The magnitude of the market transfer effect that occurs in a particular food processing
industry is industry-specific and depends on the economic characteristics of the market, for
instance the ability of foreign (out-of-state and international) firms to increase production and the
sensitivity of consumers to price increases that are passed through from food processors to
consumers in downstream processed goods markets.
We consider four (4) food processing industries in California: (i) processing tomatoes (paste and
canned); (ii) wet corn milling; (iii) sugar refining; and (iv) cheese. For each industry, we rely on
confidential producer data to estimate the impact of various carbon permit prices on production
costs, and the sensitivity of industry market share to higher costs that are passed through to
higher consumer prices in processed foods markets.4
3

Rausser, Gordon, Stephen F. Hamilton, Marty Kovach, and Ryan Stifter. 2009. “Unintended Consequences: The
Spillover Effects of Common Property Regulations.” Marine Policy 33(1):24-39.
4
To facilitate our analysis, we assume a competitive, global food processing market for each good. In a competitive
market, increases in marginal cost are passed through one-to-one into prices. Under imperfect competition, costs
can be passed through into prices at either more or less than a one-for –one rate, depending on the curvature of
demand. For example, Kim and Cotterill (2008) estimate pass-through rates between 73% and 103% under NashBertrand competition in the U.S. cheese market. Kim, Donghun and Ronald W. Cotterill. 2008. “Cost Pass-Through
in Differentiated Product Markets: The Case of U.S. Processed Cheese.” The Journal of Industrial Economics 56(1):
32-48.
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2. Background
For global environmental problems such as global warming, the effectiveness of the policy in
reducing global GHG emissions depends on a combination of three factors: (i) reduced consumer
purchases of goods produced with emissions as a by-product; (ii) input substitution among
producers to less emissions-intensive techniques; and (iii) “end-of-pipe” remediation effort, such
as carbon capture and storage. A potentially efficient policy can provide economic incentives to
engage in the minimum cost combination of all three activities, but can also be disrupted by the
lack of global harmonization of policies. Specifically, higher costs in one region can allow firms
to expand production in unregulated regions and acquire market share without raising global
prices consumers pay for emissions-intensive goods. In such cases, market transfer can occur
from producers in a regulated zone to producers in an unregulated zone, resulting in emissions
leakage.
Emissions leakage arises when regional regulators attempt to address environmental problems
that extend across regional boundaries. The reason is that environmental problems are created
both through production and consumption activities. For example, when a “small” region adopts
an environmental policy that raises production costs in the region, the policy may have only a
negligible effect on the prices consumer pay for globally-produced goods. Absent significant
price effects in consumer markets that reduce aggregate consumption of the good, the decrease in
production of regulated firms in response to the policy can be offset nearly one-to-one by an
increase in production for unregulated firms. To the extent that producers in the unregulated
region have higher levels of emissions per unit of output, global emissions can rise in response to
the market transfer, hindering the ability of a region to unilaterally improve global environmental
outcomes.
2.1 California’s Climate Change Regulations
The need for comprehensive, global climate policy has been increasingly apparent over the last
few decades. Various greenhouse gases that are emitted into the atmosphere by anthropogenic
sources contribute to climate change, and atmospheric concentrations of greenhouse gases have
dramatically increased over the last 150 years. The accumulation of greenhouse gases is likely to
impose substantial costs on the global economy through higher worldwide temperatures, global
sea level rise, more frequent and severe extreme weather events, and greater fluctuations of
temperature and precipitation.
On September 27, 2006, the California Legislature passed AB 32, the Global Warming Solutions
Act. AB 32 requires producers in the State of California to reduce their Greenhouse Gas
Emissions to 1990 levels by 2020, which is expected to result in an emissions reduction of
approximately 30% below the “business as usual” scenario.5 As the leading agency
implementing AB 32, the California Air Resources Board (ARB or Board) developed a
comprehensive Scoping Plan, which is updated every 5 years to outline California’s strategy for
meeting program goals.

5

Assembly Bill 32 Overview, California Air Resources Board (http://www.arb.ca.gov/cc/ab32/ab32.htm)
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The ARB is the lead agency responsible for implementing compliance with AB 32. The major
GHGs that are regulated under AB 32 include carbon dioxide (CO2), methane (CH4), nitrous
oxide (N2O), hydrofluorocarbons (HFCs), perfluorocarbons (PFCs), sulfur hexafluoride (SF6)
and nitrogen trifluoride (NF3).
The framework for reducing GHG emissions in California is defined by ARB’s Scoping Plan. The
initial Scoping Plan, approved in December 2008, proposed a comprehensive set of actions
designed to direct efforts towards clean, energy efficient production by shifting California
producers towards the use of carbon-reducing technology. These actions include the development
of new technologies that reduce dependence on fossil fuels and ensure long-term economic and
employment benefits.6
2.1.1 Cap-and-Trade Program
The Cap-and-Trade Program is a critical element of California’s plan for meeting the AB 32 target.
The Cap-and-Trade Program imposes a limit on the emissions from sources responsible for over
85% of California’s GHG emissions. These restrictions are expected to cut GHG emissions by
about 18 million metric tons in 2020, an estimated 20% of the total reduction in GHG emissions
needed meet 2020 goals.7
The Cap-and-Trade Program not only limits the amount of GHGs emitted into the atmosphere, but
it is also designed to help reduce the risk of emissions leakage by reducing compliance costs in
industries most sensitive to the market transfer of production. Emissions leakage, which occurs
when a reduction in emissions of greenhouse gases in one state is offset by an increase in emissions
of GHGs in other states or countries, arises whenever producers in the regulated region lose
business to unregulated competitors. The market transfer of production from California to other
regions is a relevant concern both for the viability of California’s economy as well as for the
success of AB 32.
ARB places a limit on GHG emissions by issuing a limited number of tradable permits
(allowances) each year, equal to the cap. These allowances are either freely allocated or auctioned
off and bid on in quarterly auctions, and firms can both buy and sell allowances in the market. In
order to reach the intended emissions reduction, the total number of allowances in circulation
declines each year. Each source is required to submit one allowance for every metric ton (MT) of
carbon dioxide equivalent (CO2e) emission that it produces.
To help mitigate the risk of emissions leakage, ARB allocates free allowances to regulated
industries, mostly through output-based updating, to energy-intensive, trade-exposed industries in
which emissions leakage is most likely to occur.8
Beginning in 2013, the cap is applied to emissions from electricity and large, stationary sources.
Starting in 2015, the cap also applies to transportation fuels and residential and commercial use of
6

AB 32 Scoping Plan, California Air Resources Board (http://www.arb.ca.gov/cc/scopingplan/scopingplan.htm)
AB 32 Cap-and-Trade Program, California Air Resource Board.
(http://www.arb.ca.gov/cc/capandtrade/capandtrade.htm)
8
Assembly Bill 32 Overview, California Air Resources Board (http://www.arb.ca.gov/cc/ab32/ab32.htm)
7
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natural gas and propane. Out of the total emission allowances distributed, a portion is allocated to
free covered entities, a portion is placed in a cost containment reserve, and the remainder is
auctioned off.
2.1.2 Regulations on California Food Processors
Our focus is directed towards the impacts of the Cap-and-Trade Program on food processors in
California. In particular, we focus on the effects of the Cap-and-Trade Program on tomato
processors (cans and paste), wet corn, sugar, and cheese. While the Cap-and-Trade Program does
not encompass agriculture production, agriculture food processors have not been excluded from
compliance and face potential increases in food processing costs that could cause both farmers and
processors to co-locate to unregulated regions. To mitigate the risk of emissions leakage, ARB
established a benchmarking procedure to segment industries into categories with allowance
assistance provisions. These provisions include large portions of allowances that are allotted free
of charge, disbursed according to category of risk (high, medium, and low). Category of risk is
based off of two measures: emissions intensity (1) and trade share (2).9
Emissions intensity is calculated as,

Emissions Intensity 

metric tons CO2e
value added ,

where value added (in million $s) is derived from the Annual Survey of Manufacturers and U.S.
Economic Census.
Table 2.1 shows the ARB risk levels associated with emissions intensity.
Table 2.1. Emissions Intensity Categorized by Risk Level
Risk Level
Very Low
Low
Medium
High

Trade share is calculated as
Trade Share 

Emissions Intensity
< 100 mtCO2e/$M value added
100 – 999 mtCO2e/$M value added
1000 – 4999 mtCO2e/$M value added
> 5000 mtCO2e/$M value added

( imports  exp orts )
( shipments  imports ) .

To calculate trade share, imports, exports, and shipments data from the U.S. Census Bureau and
the International Trade Commission.
Table 2.2 shows the risk levels determined by ARB from the trade share calculation.

9

Analysis of the Economic Impact of AB 32 for California Food Processing Industry
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Table 2.2. Trade Share Categorized by Risk Level
Risk Level
Low
Medium
High

Trade Share
< 10%
10% - 19%
> 19%

ARB uses a combination of these two measures to categorize the leakage risk of industries. In
order to mitigate the risk of leakage, ARB allocates free allowances, or Assistance Factors (AF),
to industries based on their risk level.
Table 2.3 shows the classification of leakage risk associated with ARB calculation of emissions
intensity and trade share are utilized.
Table 2.3. Leakage Risk Assessment
Leakage Risk
High

Emissions Intensity
High
Medium
Medium

Medium
Low
Low
Low

Very Low

Trade Share
High
Medium
Low
High
Medium
Low
High
Medium
Low
High
Medium
Low

ARB categorizes food processors as medium risk for leakage. This leakage classification implies
that for the first and second compliance periods, food processors receive an assistance factor of
100 percent of their product-specific benchmark allowances per unit of output multiplied by a
cap decline factor. In the third compliance period they are scheduled to receive an assistance
factor equal to 75 percent of their benchmark allowances per unit of output multiplied by the cap
decline factor.10,11 The benchmarks are usually 90 percent of each industry’s productionweighted carbon emissions per unit output. In the case that no facility hits this efficiency target,
the benchmark is set at the most carbon-efficient facility’s carbon emissions per unit output.12

10

http://www.arb.ca.gov/cc/capandtrade/capandtrade/unofficial_ct_030116.pdf
In the case of wet corn milling, allowances are allocated based on energy use, rather than units of product output.
12
http://www.arb.ca.gov/regact/2010/capandtrade10/candtappb.pdf
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The cap decline factor is a fraction less than one decreasing over time at the same rate as the
overall decline in the annual covered emissions limit under the Cap-and-Trade Program.
2.2. The Food Processing Industry
The U.S. food processing sector is classified by industry and by state and county of production
according to the North American Industry Classification System (NAICS) under two categories
within the manufacturing sector: (1) food manufacturing (code 311), and (2) beverage and
tobacco product manufacturing (code 312). The U.S. Census data are further classified by
industry at the 5-digit and 6-digit levels of categorization.
Food processing establishments engage in the mechanical, physical, or chemical transformation
of raw agricultural products into a variety of food and beverage products. The processed food
and beverage products may be finished products ready for utilization or consumption or may be
semi-finished products utilized by other food processing establishments as an input for further
manufacturing. For example, initial processing by manufacturing establishments in California’s
processing tomato industry primarily manufacture tomato paste, a raw ingredient that is
distributed and sold to manufacturing plants further downstream for use in retail and foodservice
packs of soups, sauces, catsup, and paste.
According to information from the 2012 U.S. Census, the U.S. food manufacturing sector (code
311) employs 1,406,336 workers and produces a total value of $747.6 billion in sales,
representing 4.6 percent of U.S. Gross Domestic Product (GDP).
California has the largest concentration of food processing facilities in the nation. Table 2.4
shows the number of plants, number of employees and total value of shipments for California in
selected food processing industries. In 2012, the California food manufacturing sector was
comprised of 3,392 food manufacturing establishments, which employed 153,927 workers and
produced a value of $73.6 billion in shipments. The value of food shipments in California
represented 10 percent of the total value of processed food shipments in the U.S. and amounted
to 3.5 percent of California Gross State Product (GSP).13
Within California’s food processing sector, the dairy product manufacturing industry is the
largest industry group in terms of the value of shipments, with sales representing 21.2 percent of
the total value of all processed goods, followed by fruit and vegetable processing with 16.4
percent, grain and oilseed milling with 7.2 percent, other sugar and confectionery product
manufacturing with 3.8 percent.

13

U.S. Census Bureau (2012): http://www.census.gov/econ/manufacturing.html
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Table 2.4. Value of Shipments in Selected California Food Processing Industries in California (2012)
Value of
Number of Number of Shipments
Plants
Employees ($1000s)
3,392
153,927
$73,580,066
81
3,911
$5,264,071
40
1,335
$2,179,837
4
111
$223,235
195
7,771
$2,794,436

NAICS Code Industry
311
Food manufacturing
3112
Grain and oilseed milling
31122
Starch and vegetable fats and oils manufacturing
311221 Wet corn milling1
3113
31131

1

Sugar and confectionery product manufacturing
Sugar manufacturing

4

903

NA

3114
31142

Fruit and vegetable preserving and specialty food manufacturing
Fruit and vegetable canning, pickling, and drying

302
194

31864
20,116

$12,030,532
$8,739,124

311421
3115
31151
311513

Fruit and vegetable canning
Dairy product manufacturing
Dairy product (except frozen) manufacturing
Cheese manufacturing1

117
204
127
49

14,079
16,879
14,203
6,178

$5,811,123
$15,583,569
$14,699,542
$5,451,754

Value of shipments inferred from total cost of materials and value-added
Source: U.S. Census (2012)

An important concern with environmental regulations in California is the potential flight of
manufacturing jobs from California to other regions in the U.S. (or internationally) with lower
production costs. The location of food processing establishments over time is primarily
determined by: (i) raw material costs (in particular, the delivered prices of raw agricultural
products), (ii) labor costs, (iii) environmental compliance costs, and (iv) proximity to consumer
markets. Food processing plants are typically located in close proximity to areas with significant
agricultural activity, which reduces the length of time between harvest and processing to ensure
freshness. The co-location of agricultural producers and food processing facilities and the
discrete nature of processing plant location decisions causes processing plant location decisions
to have important implications for regional production patterns and prices.14 For example,
processing tomatoes harvested in California’s Central Valley are typically transported to food
processing plants and transformed into tomato paste and other processed products within 6 hours
after harvest.15 For this reason, adjustments in the location of food processing industries are
closely linked with adjustments in the regional pattern of farm production, leading to co-location
of food processing plants and supporting agricultural production in rural areas of California.
Given the co-location decision of farming operation and food processing establishments, policies
that affect the vitality of food processing plants also affect the vitality of farmers who serve these
markets. When processing plants enter or exit a region of production, farm products migrate to
these regions as well, so that overall changes in market activity as a result of environmental
regulations that are reflected in consumer prices can potentially mask large changes in the
regional distribution of production between regulated and unregulated regions of production.
14

Apland, J., Anderson, H. 1996. “Optimal Location of Processing Plants: Sector Modeling Considerations and an
Example” Review of Agricultural Economics, Vol. 18, No. 3. (Sep., 1996):491-504.
15
Brunke, H., Sumner, D. A. 2002. “Assessing the Role of NAFTA in California Agriculture: A Review of Trends
and Economic Relationships,” UC Davis AgIssues Center Report, November 2002.
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In general, there has been ongoing concern over the flight of manufacturing jobs from California
to other regions in the U.S. (or internationally) with lower production costs. Table 2.5 shows
changes in the number of operating plants in selected food processing industries in California
over the period 2002-2012. Overall, the period is marked by consolidation in the number of
plants, with an associated declined employment in California food manufacturing industries.
With the exception of the starch and vegetable fats and oils manufacturing industry, California’s
food processing industries consolidated over the period 2002-2012.

Table 2.5. Change in the Number of Operating Plants in Selected California Food Processing Industries in
California (2002-2012)
Number of Plants
NAICS Code Industry
311
Food manufacturing
3112
Grain and oilseed milling
31122
Starch and vegetable fats and oils manufacturing
311221 Wet corn milling
3113
Sugar and confectionery product manufacturing
31131
Sugar manufacturing
3114
Fruit and vegetable preserving and specialty food manufacturing
31142
Fruit and vegetable canning, pickling, and drying
311421 Fruit and vegetable canning
3115
Dairy product manufacturing
31151
Dairy product (except frozen) manufacturing
311513 Cheese manufacturing
Source: U.S. Census (2002 and 2012)

2002
3,814
98
36
3
220
8
336
230
145
211
136
50

2012
3,392
81
40
4
195
4
302
194
117
204
127
49

% change
-11.1%
-17.3%
11.1%
33.3%
-11.4%
-50.0%
-10.1%
-15.7%
-19.3%
-3.3%
-6.6%
-2.0%

2.3 Competitive Advantage in California Food Processing Industries
It is possible to measure the competitive advantage of the various food processing industries in
California relative to other regions in the United States by calculating specialization indices for
each industry. A specialization index, or location quotient, measures the concentration of
California’s production activities in a particular food processing industry relative to the
concentration of the same industry in other regions of the U.S.
For each processed food category, a specialization index is calculated as the ratio of the value of
shipments as a share of GSP in California to the value of shipments as a share of GDP in the U.S.
If the share of value in a certain processed food industry in California is greater than the share of
value in the same processed food industry in the U.S., then the California economy devotes more
resources to the production of this good than the share of resources devoted to this same good in
other regions in the U.S. Accordingly, an index number greater than 1 suggests that California
has competitive advantage over other states in the production of the manufactured food, whereas
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an index number less than 1 suggests that California is at a competitive disadvantage relative to
other states in the production of the food product.
Figure 2.1 depicts specialization indices for selected food processing industries in California as
well as for all food over the period 2002-2013.

Figure 2.1. Index of Specialization for California
Food Processing Industries, 2002-2013
2002

2007

2013

Index of specialization

1.60
1.40
1.20
1.00
0.80
0.60
0.40
0.20
0.00
Food manufacturing

Grain and oilseed
milling

Fruit and vegetable
Sugar and
preserving and
confectionery product
specialty food
manufacturing
manufacturing

Dairy product
manufacturing

Source: U.S. Bureau of Census, Annual Survey of Manufacturers
Overall, within the food manufacturing sector (NAICS code 311), the competitive advantage of
California’s manufacturing sector has been relatively stable over the period 2002-2013, with a
slight decline in competitive advantage reflected in a decrease in the specialization index from
0.76 in 2002 to 0.75 in 2013.
California increased its competitive position in dairy product manufacturing with a rise in the
specialization index from 1.03 in 2002 to 1.08 in 2013, but decreased its competitive position in
all other industries considered. The decrease in California’s competitive advantage in food
processing over the period 2002-2013 was marked by a decline in the specialization index from
0.71 to 0.70 in sugar and confectionary product manufacturing, from 0.45 to 0.37 in grain and
oilseed milling, and from 1.46 to 1.28 in fruit and vegetable processing.
2.4 Industry Detail
The following sections provide background details on the food processing industries
encompassed in this report.
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2.4.1 Processing Tomatoes
The largest sector of the food industry by emissions and facilities covered in the Cap-and-Trade
Program is the tomato processing sector.
Tomato is a warm-season crop, either planted by sowing seeds directly into the ground during
late January or early February, or grown in greenhouses until they are ready to be planted outside
in the spring.16 The harvest and production period begins in the end of July, and operates at full
capacity throughout August and September, with the production season generally winding down
in mid-October.17
California is the leading producer of processing tomatoes, maintaining the largest market share
both domestically and worldwide. Within the state, the three biggest processing tomato counties
are Fresno, Yolo, and San Joaquin, in order of importance, with significant production also
occurring in Kings, Colusa, Merced, Stanislaus, Solano, and Sutter counties. While production is
primarily centered in the San Joaquin and Sacramento Valleys, nearly the entire state is involved
in the processing tomato market. After California, Indiana, Ohio, and Michigan account for most
of the remaining domestic production, while the dominant international producers that compete
with California are located in China, Spain, and Italy.18
Throughout the 1980s and 1990s, the California processing tomato market experienced
substantial growth due to higher-yielding hybrid varieties, high prices, new processing plants,
and expanded acreage. In 1999 and 2000, the market reached its highest paste prices in a decade
while achieving record quantities of production; however, around 2000, industry observers began
to acknowledge an over-supply problem, resulting in low farm-gate prices, decreased domestic
demand, and a lack of international competitiveness. These circumstances eventually caused the
Tri Valley Growers, one of the largest tomato processors at the time, to file for bankruptcy.19
Since 2000, the market recovered, and California processing capacity has settled at about 11 to
11.5 million tons per season since 2005.
California’s market share of U.S. production has risen from 79% in 1980 to 96% today and
processed tomato manufacturers in the state currently account for approximately one-third of
global processing tomato production. Figure 2.2 shows the recent growth of California tomato
processors market share as a share of U.S. and world production.
California tomato processors are net exporters. Exports of U.S. processing tomato products have
grown from 1% during the 1980s, to 5% in the 1990s, and reached 8% in 2000.20 During the
2005-06 season both exports and imports rose, with exports of processed tomato products
totaling 1.78 billion pounds, roughly 10 percent of the U.S. crop. Top U.S. export markets
include Mexico and Canada, accounting for up to two-thirds of U.S. processing tomato export
16

Naeve, Linda, “Tomatoes,” Agricultural Marketing Resource Center.
Trueblood, Alexander J., Yin Yin Wu, and Ahmad R. Ganji, “Potential for Energy, Peak Demand, and Water Savings in
California Tomato Processing Facilities,” BASE Energy, Inc. and San Francisco State University, May 21-24, 2013.
18 Economic Research Service U.S. Department of Agriculture, “Vegetables & Pulses: Tomatoes,” Oct. 9, 2012.
19 Carter, Colin A., “Economics of the California Processing Tomato Market,” Giannini Foundation of Agricultural Research,
Dec., 2006.
20 Economic Research Service U.S. Department of Agriculture, “Vegetables & Pulses: Tomatoes,” Oct. 9, 2012.
17
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sales, followed by Japan, South Korea, and Italy. However, the stabilization of processed tomato
production in California and expanding production in Western Europe and China has resulted in
periods of negative growth in California’s worldwide market share.21 In 2012, processing tomato
imports accounted for approximately 6% of U.S. consumption. While sauces and catsup are
usually the top imports among tomato-product, tomato paste has accounted for a significant share
of imported volume in years with crops shortages. Major sources of U.S. imported processing
tomato products are Canada (accounting for more than 40%), Italy, Mexico, China and Israel.
Figure 2.2. Market Share of California Tomato Production as Share of
U.S. and Global Production

Source: USDA, Economic Research Service (2010).22
While many firms manufacture pulp-based products like stewed and diced tomatoes, most initial
processing is done by firms that manufacture raw paste. Almost all processing tomato production
in California is forward-contracted between the grower and processing firm, rather than sold on
the open market, normally with prices settled well before the season starts. Processing tomatoes
are unique in that a single bargaining association, known as the California Processing Tomato
Growers Association, represents the majority of the growers and negotiates prices with each of
the nine processors. As a result, processors pay all California farmers approximately the same
price in a given season. The relatively high level of inventories carried from one season to the
next in the California market, averaging almost 40 percent of domestic production, help to
absorb shocks to the market and mute the impacts of supply fluctuations on wholesale paste
prices.
Costs for processing tomatoes are highly driven by natural gas prices. In recent years, the cost of
natural gas for a California tomato processing firm ranged from $0.03 to $0.04 for every pound
produced. Over the period 2010-2013, energy costs accounted for 4.2% of total variable costs of
production for California tomato processors in our sample.
2.4.2 Cheese
U.S. households are among the largest cheese consumers in the world, consuming roughly 36
lbs. of cheese per capita in 2014.23 Per capita cheese consumption has continued to grow in
21 Carter, Colin A., “Economics of the California Processing Tomato Market,” Giannini Foundation of Agricultural Research,
Dec., 2006.

22
23

Economic Research Service U.S. Department of Agriculture, “US Tomato Statistics (2010),” June 2010.
USDA, ERS Dairy Data (http://www.ers.usda.gov/data-products/dairy-data.aspx)
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recent years largely because of the increased availability of cheese varieties, increased
consumption of food away-from-home, and greater popularity of ethnic cuisines that employ
cheese as a major ingredient.
The U.S. is one of the largest producers of cheese in the world, operating a total of 529 plants
throughout the country. Wisconsin operates 126 plants, the most out of all states, with California
ranking second with 64 plants.24
Figure 2.3 shows the market share of California cheese production in total U.S. production in
value terms. Wisconsin and California combined to account for almost 50% of total U.S. natural
cheese production in 2014. California is the second largest producer of cheese behind
Wisconsin.25
Figure 2.3. Total U.S. Cheese Production by State (2014)

Source: USDA, National Agricultural Statistics Service (NASS)26
Within the dairy products sector, California food processing plants tend to specialize in
production of hard manufactured products such as butter, non-fat dry milk and cheese.27 In 2001,
approximately 19 percent of milk produced in California was used for fluid consumption, 72
percent was used for hard products, and the remaining 9 percent was used for intermediate
products such as yogurt, sour cream and ice cream.28
Both the U.S. cheese industry and California industry operate under price support programs. The
2008 Farm Act extended the U.S. milk support purchase program to provide price support for the
purchase of manufactured products. It specified support purchases prices, which for cheese was
24

Dairy Products Annual Summary, NASS
(http://usda.mannlib.cornell.edu/MannUsda/viewDocumentInfo.do?documentID=1054)
25
Dairy Products Annual Summary, NASS
(http://usda.mannlib.cornell.edu/MannUsda/viewDocumentInfo.do?documentID=1054)
26
USDA, NASS, (http://www.nass.usda.gov/Statistics_by_Subject/index.php?sector=CROPS)
27
Brunke and Sumner, 2002
28
CDFA, 2005
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no less than $1.13 per pound of cheese in blocks.29 The Dairy Export Incentive Program also
pays cash bonuses that allow dairy product exporters to buy at U.S. prices and sell abroad at
prevailing (lower) international prices.30
Industry-specific import barriers and export subsidies in the U.S. are present that are unique to
the dairy industry. Trade barriers are the most significant feature of U.S. dairy policy. Under the
1996 Fair Act, imports of dairy products in the United States have been limited to about 2 to 3
percent of U.S. consumption each year, which insulates U.S. dairy product markets from world
market forces and leads to domestic prices significantly higher than world prices.31 For the
purpose of this study, the U.S. market is considered to be insulated from foreign import trade.
The operation of an independent marketing system in California for fluid milk used in cheese
(class 4b) confounds the market outlook for cheese production. To the extent that California
adjusts support prices and transportation allowances within the milk marketing system to
compensate for higher processing costs due to environmental regulations, this can mitigate the
effect of the Cap-and-Trade Program on cheese production in California. This study considers
emissions regulations in isolation, apart from potentially offsetting (or exacerbating) changes that
may occur independently in California’s dairy marketing program.
Supply factors are the key determinants of the regional distribution of milk production used to
manufacture cheese. Because an active interregional trade exists in the U.S. for hard
manufactured products, including cheese, it is possible to meet regional changes in population
that affect supply and demand of dairy products through transshipment between U.S. states.
These factors in combination, suggest that supply variables are the major aspects that influence
the regional distribution of U.S. dairy product manufacturing.32
Relative to other manufactured dairy products, cheese is expensive to produce. The total cost to
firms producing cheese ranges from $50-$70 million a year, or 10-13 cents per pounds of
production. The production process burns around 2 million British Thermal Units (MMBtu) of
natural gas per 1000 lbs. of cheese produced, which equates to roughly 1-2 cents per lbs. of
cheese. The energy requirement for producing cheese is approximately 5.4 MMBtu per metric
ton. Based on an average energy share of 3.9% of raw milk costs, energy costs for the California
firms in our sample accounted for 4.4% of total variable costs of producing cheese over the
period 2010-2013.33
2.4.3 Wet Corn
The wet corn wet milling industry converts corn into two major end products: cornstarch and
corn syrup.34 Except for a small fraction of industry output, cornstarch and corn syrup are
commodity products, sold primarily to the food, textile, paper, and adhesives industries. Starch is
29

USDA, Farm Service Agency (http://www.fsa.usda.gov/Internet/FSA_File/dppsp_en_fact_sheet.pdf)
USDA, Foreign Agricultural Service (http://apps.fas.usda.gov/excredits/deip/deip-new.asp)
31
Brunke and Sumner, 2002
32
Yavuz et al., 1996
33
USDA, ERS: http://www.ers.usda.gov/data-products/milk-cost-of-production-estimates.aspx
34
Edna C. Ramirez, David B. Johnston, Andrew J. McAloon, Winnie Yee, Vijay Singh, “Engineering process and
cost model for a conventional corn wet milling facility,” Industrial Crops and Products 27, (Jan. 2008):91-97.
30
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used primarily as a stiffening and texturizing agent, while corn syrup is used as a texturizer,
thickener, and sweetener. Corn is ground into starch slurry through an operation termed “basic
grind”, which is then either further processed into finished starch or converted into corn syrup.
The process of corn wet milling is designed to refine corn into a wide assortment of consumer
goods, ranging from food and beverages, to laundry products, ceramics, and textiles.35 The
United States is a major player in the world corn trade market, with approximately 80 million
acres of land across the country planted to corn, centered primarily in the Heartland region.36
Currently, the end products of the wet milling process are starch slurry, germ, corn gluten feed,
and corn gluten meal, which can then be further processed to make byproducts including wet
corn gluten feed, corn gluten feed, corn germ meal, corn gluten meal. Starch is the primary
byproduct of wet corn milling, and is converted into a number of products, including corn
sweeteners and ethanol. According to 2008 data, corn sweeteners produce the most revenue
among wet corn milling byproducts, accounting for nearly 50 percent of the U.S. nutritive
sweetener market.
Figure 2.4. Share Allocated to Various End-Products in the
U.S. Wet Corn Milling Industry.

Source: Corn Refining Association (2012)
Figure 2.4 shows the market share of California wet corn processors. In 2012 California
accounted for 1.8% of U.S. wet corn milling production (as measured by value of shipments).
U.S. had a total value of shipments of $12.8 billion, a 6.2% increase from the prior census in
2007.37 In 2012, the U.S. domestic corn refining industry made a total of 92.2 billion shipments
of corn refining byproducts around the world, enabling them to remain the world’s largest
producer and exporter of corn.38
Over the four year period from January 2010 to January 2014, the price of wet corn product
averaged $0.23 per pound, with corresponding costs $0.19 per pound.

35

“About the Corn Refiners Association,” Corn Refiners Association.
Corn: Background,” USDA ERS.
37
”Economic Census: Industry Snapshots- Wet Corn Milling,” United States Census Bureau, 2012.
38
Corn Refining Association, 2012.
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Among the food and kindred products group, corn wet milling is the most energy intensive
industry, accounting for 15% of energy use in the entire food industry. Energy is the largest
component of the operating cost for corn wet millers in the U.S. apart from corn purchases. The
energy cost of a typical wet corn milling plant in the United States is approximately $20 to $30
million per year.39 While total costs have remained relatively constant over the past four years,
the cost of natural gas has varied substantially over time. Over the past four years, natural gas
costs have grown from 1% to 3% of overall costs in 2010, to 5% to 9% in 2013.
The energy requirement for wet corn milling is approximately 4.4 MMBtu per metric ton. In
2013, energy costs for the California firm in our sample accounted for approximately 6.9% of
total variable costs of production.
2.4.4 Sugar
Unlike most other producing countries, the U.S. has both large and well-developed sugarcane
and sugar beet industries. Since the mid 1990's, sugar cane has accounted for roughly 45% of the
total sugar produced domestically, and sugar beets for about 55% of production.40 Total U.S.
sugar production has increased over time, largely due to substantial investment in new
processing equipment, the adoption of new technologies, the use of improved crop varieties, and
acreage expansion.
Sugar beets can only be stored for a short time after harvest before being refined into sugar. This
means the number and location of sugar-processing plants are critical to sugar production.
Without sugar beet refineries, sugar beets have little or no economic value. The number of sugar
refineries has declined significantly over time,41 due in large part to the sugar program, which
substituted high fructose corn syrup (HFCS) for sugar as a sweetener. Sugar is processed not
only into refined sugar but also into a range of products containing sugar, including bakery
products, beverages (canned, frozen, and bottled), confections, and dairy products.
The U.S. Government supports domestic sugar prices through loans to sugar processors and a
marketing allotment program. The U.S. sugar program uses price supports, domestic marketing
allotments, and tariff-rate quotas to influence the amount of sugar available to the U.S. market.
The domestic price support program makes loans to processors and not directly to producers.
These loans guarantee a minimum price regardless of the true market conditions. At the end of
the loan term (generally 9 months), sugar producers and processors make one of two choices.
Either turn over to the government the sugar they produced as payment for the loan or sell their
sugar on the market if the going price is higher than the USDA loan amount. Marketing
allotment programs also allocate a share of the anticipated U.S. sugar market to sugar producers
annually. This allotment determines the amount of sugar an individual company is allowed to
39

Christina Galitsky, Ernst Worrell and Michael Ruth, “Energy Efficient Improvement and Cost Saving
Opportunities for the Corn Wet Milling Industry- An ENERGY STAR Guide for Energy and Plant Managers,” Ernst
Orlando Lawrence, Berkeley National Laboratory, Environmental Energy Technologies Division, Sponsored by the
U.S. Environmental Protection Agency, Jul., 2003.
40
USDA, Economic Research Service (http://www.ers.usda.gov/topics/crops/sugar-sweeteners/background.aspx)
41
2007 U.S. Agricultural Census,
(http://www.agcensus.usda.gov/Publications/2007/Full_Report/Volume_1,_Chapter_1_US/st99_1_033_033.pdf)
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sell for that year. On top of this, the government also use import and re-export programs to
further regulate markets. These price support systems are the reason why U.S. sugar prices have,
historically, been well above world prices as shown in Figure 2.5.
Figure 2.5. U.S. and World Sugar Prices, 1987-2014.

Source: USDA, Economic Research Service – Sugar & Sweeteners Yearbook Tables42
Due to the U.S. sugar price supports, the relevant market for calculating emissions leakage for
sugar is the U.S. market. Figure 2.6 shows the average market shares of U.S. production by state,
as an average of the value of shipments of sugar and confectionary products (NAICS 3113) over
the last 5 years.
Although sugarcane and sugar beets are agronomically different plants, they are both used to
produce an identical end product, refined (or “white”) sugar. Sugar beets are refined through
processing at a single location, a beet processing plant or factory. A price range for wholesale
Midwest refined beet sugar is quoted each week in Milling and Baking News. During the 2000’s
this, wholesale beet price has ranged from a low of 19 cents a pound in 2000 to a high of 60
cents a pound in 2010.

42

http://www.ers.usda.gov/data-products/sugar-and-sweeteners-yearbook-tables.aspx)
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Figure 2.6. Market Shares of U.S Production by State (measured in value of shipments).

Source: U.S. Census, Annual Survey of Manufactures43
Typically, for firms producing sugar, fixed costs are made up of facility and capital expenses,
maintenance expenses and operating costs and also insurance and tax costs. Together these make
up around 5-10% of total costs. Variable costs such as the cost of transportation and fuel, energy,
labor and also the cost of the raw materials make up the remainder of total costs. In the past 5
years, energy and raw material costs have made up the largest portions of firms total costs. In
sugar beet production in particular, the cost of the beets is the most expensive thing and often
accounts for up to 50% of a firm's costs.
Energy costs typically account for between 5-10% of the total costs of sugar production. The
energy requirement for producing sugar is approximately 4.12 MBtu per metric ton. Over the
period 2006-2009, energy costs for the California firms in our sample accounted for 5.3% of
total variable costs of production.
3. Methodology
3.1 Overview
This section presents the methodological framework for modeling emissions leakage in
California’s food processing industries as a result of the Cap-and-Trade Program. In general,
emissions leakage occurs when increased compliance costs in a regulated region result in a
market transfer of production from producers in the regulated region to producers in nonregulated regions and a commensurate loss of market share for regulated firms. Our focus in this
report is on estimating the market transfer of production as a result of the Cap-and-Trade
Program from California food processors in 4 industries (tomatoes, cheese, wet corn, and sugar)
to food processors serving these industries from other regions.
From a policy standpoint, “emissions leakage” as a result of the Cap-and-Trade Program is
linked to the market transfer of production across California state lines. Nevertheless, although
43
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emissions leakage is a direct result of market transfer effects, there are several critical
differences. First, the decrease in California production as a result of a regulation can differ from
the increase in out-of-state production. That is, production in a regulated region is generally not
transferred one-to-one to non-regulated regions as a result of higher emissions compliance costs.
The market transfer of production from a regulated region to an unregulated region, what we
might refer to as “production leakage”, refers only to the change in production absorbed by
unregulated firms. Because production leakage arises through changes in market prices, total
global output will tend to decline in response to a positive cost shock in the regulated region. For
this reason, the market transfer of production from the regulated region to other global
production regions is generally smaller than the decrease in production in the regulated region.
Second, emissions leakage differs from production leakage if the emissions-intensity of regulated
firms differs from the emissions intensity of non-regulated firms. For example, if regulated firms
in California produce 10 tons of a processed food from each ton of carbon emissions and nonregulated firms produce 5 tons of processed food from every ton of carbon emissions, then
production leakage of each ton of processed food results in a doubling of global emissions.
In this report, we consider production leakage from California food processors to out-of-state
(domestic and international) food processors. We characterize production leakage in terms of the
projected decrease in output of California firms in response to the regulation and the projected
increase in out-of-state production attributed to the regulation. Market transfer from one region
to the other depends on the ability of firms to pass through cost changes.
For the case of California food processors, the degree to which increased food processing costs
are passed forward to consumer markets through higher prices for processed goods depends on
the ability of consumers to find reliable substitute goods to replace the relatively high-cost
processed good of a regulated firm. For processed foods that can be transported long distances
without suffering significant declines in product quality, transshipment of processed goods from
other regions can provide adequate substitutes in consumer demand functions, which in turn
limits the ability of food processors in California to pass an increase in production cost forward
to consumers in the form of higher consumer prices.
The degree to which increased food processing costs are passed backwards to agricultural
producers in the form of lower prices for raw agricultural products depends on the alternative
land uses available to farmers. In the short-run, a decline in the price of an agricultural product
that occurs after the acreage has been allocated to the crop may have little effect on the quantity
produced, resulting only in changes in the fresh and processed allocation, and this facilitates
backwards shifting of cost into agricultural production markets. In the long-run, the ability of
farmers to allocate their land to the production of alternative crops (or to other alternative uses
such as urban development) limits the degree that an increase in food processing costs can be
shifted backwards into agricultural production markets in the form of lower prices for
agricultural products. Given that much of California’s food processing industry operates on
relatively long-term contracts with farmers for farm products, the emphasis of this study is on the
long-run implications of the Cap-and-Trade Program using long-run estimates of farm product
supply.44
44
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The relative degree to which an increase in food processing costs following GHG regulations is
passed forward to consumer markets and passed backwards to agricultural producer markets
depends on the price elasticity of demand and the spatial flexibility of supply. The spatial
flexibility of supply is a measure of the degree to which agricultural producers switch to
alternative crops (or exit agricultural production entirely) when the price of the product
decreases. The exit of agricultural producers from a cropping region tends to occur spatially
from the most distant shipment points, because the effective price of the delivered agricultural
product to a processing facility (gross of the transportation cost) rises over distance from a food
processing plant. Farmers located at greater distances from processing facilities are more likely
to switch into alternative crops, land quality held constant, than those located at shorter shipping
distances. For the agricultural production region as a whole, the spatial price flexibility is the
reciprocal of the elasticity of farm supply (Durham and Sexton, 1992).45 In general, when
demand is more elastic than supply, a greater portion of the cost shifts backward into the
agricultural product market and the remaining portion shifts forward to the consumer market, and
when supply is more elastic than demand, a greater portion of the cost shifts forward into the
consumer market than shifts backward into the agricultural product market.
In this study, we view the decision of farmers and processors to produce in a given region to be a
co-location decision. Increased production costs from environmental regulations are either
shifted forward to consumers in the form of higher prices for processed foods or are absorbed by
regulated firms in the form of narrower margins that depress regional economic activity in the
long-run. Food processing plants and the farmers that support them tend to exit the market
together when the margin between the consumer price and farm price for a good narrows in
relation to the margin that can be enjoyed elsewhere.
The price elasticities of supply and demand are key determinants that mediate the market transfer
or leakage effect of GHG regulations. In terms of the market transfer effect of food processing
activity from the regulated region to regions with lower production costs, the location of food
processors is influenced both by proximity to consumer markets and proximity to the supply of
raw agricultural products. Moreover, because farming and processing operations are co-located,
production leakage in the processing industry may tend to occur in conjunction with production
leakage of farm output as well, for instance agricultural land removed from production when a
food processor exits the market. In a given industry, the transfer of processed food production
out of a particular region is closely tied to the land allocation decision of farmers in the region
(i.e, the long-run price elasticity of farm supply), and to the ability to transship processed goods
into the consumer market from other regions to meet consumer demand.
Figure 3.1 depicts the market transfer effect of GHG emissions regulations in a food industry.
For expositional convenience, the figure shows the case of fixed proportions technology where
units of output (Q) have been re-scaled so that 1 unit of farm product results in one unit of the
processed good. Prior to environmental regulation, the quantity produced (in both panels) is
labeled Q0 and the consumer price and farm price are P0c and P0f, respectively. The shaded
region represents the value-added component in the food processing industry.
45
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In both panels of the figure, the increase in the variable cost of food processing brought about by
higher energy prices is shifted backward into agricultural product markets (represented by the
decline in the farm price from P0f to P1f) and forward into consumer markets (represented by the
rise in the consumer price from P0c to P1c). Panel (a) of Figure 3.1 depicts the case of elastic
supply and demand conditions. In the case where both supply and demand facing the food
processor are relatively elastic, the production leakage (the decrease in regional processed food
production from Q0 to Q1) is relatively large. The reason is that, under elastic supply and
demand conditions, agricultural producers have reasonably attractive alternative uses for their
land and, at the same time, consumers have reasonably good substitution possibilities in
consumer markets for processed goods. Under these conditions, a relatively large amount of
food processing activity transfers out of the region to other regions in response to an increase in
food processing costs.
Figure 3.1. Long-Run Market Transfer Effect of an Increase in Food Processing Cost
(a) Elastic Supply and Demand

(b) Inelastic Supply and Demand
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Figure 3.1(b) depicts the case of inelastic supply and demand conditions. In the case of inelastic
demand, consumers face few reliable substitutes for the regionally-produced food product, so
that the consumer price rises in response to an increase in food processing costs without an
appreciable decline in the quantity produced. Similarly, in the case of inelastic supply, farmers
have few alternative uses for land, so that farm prices decline in response to the increase in food
processing costs without causing a large decrease in farm production. As a result, the market
transfer effect (the decrease in regional processed food production from Q0 to Q1) is relatively
small.
The incidence of an increase in food processing costs can be calculated using estimates of the
elasticity of consumer demand and the long-run supply elasticity for the farm product. To
identify the extent of production leakage of processing and farming operations in response to the
Cap-and-Trade Program, it is important to consider long-run supply elasticities calibrated to a
time-horizon in which entry and exit can occur. In the long-run, a rise in the unit cost of
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processed food production reduces processor profits and induces the relocation of a portion of
the region’s food processing operations to other production regions. In a competitive food
industry, for example, the increase in food processor cost following an environmental regulation
is entirely passed through to consumers and growers in the long-run (Gardner, 1975).46
3.2 Analytic Framework
This section develops an analytical framework to identify the salient features of production
leakage and the attendant implications for farm production and consumer food prices. For the
case of regional environmental regulations in California’s Cap-and-Trade Program, the GHG
emissions regulations affect only the subset of food processors located within California’s
borders. An increase in cost among food processors in California creates an economic
opportunity for a market transfer of production to occur that redistributes processed food
production from food processors within California to unregulated food processors in other states
and countries.
For regulations that encompass only a subset of food processors serving a global consumer food
market, a rise in consumer prices that results in a decrease in overall market quantity may mask a
substantial decline in regional production activity when consumer price increases mediate the
market transfer of production to locations outside the regulated area. Markets for processed food
products are national (and in many cases international) in scope, and demand for processed food
can be readily met through the transshipment of goods from production regions outside the state
that are not subject to higher energy prices.
To estimate the extent of production leakage in a given food processing industry, we estimate
residual demand functions for processed food produced in California. Residual demand for a
processed good refers to the portion of market demand that is met by producers in a given region.
Let QT denote total demand for a processed food product in the market and let QR and QU refer to
the production level of firms facing regulatory increase in cost and the production level of
unregulated firms, respectively. Under this designation, total demand in the market is met by
total production, which defines the residual demand facing regulated firms as

QR  QT QU .
Differentiating this equation with respect to the market price and converting the resulting
expression into elasticity form allows the elasticity of residual demand to be expressed as

R 

T 

1
 1  U ,
s  s

(1)

where s is the market share of producers affected by GHG emissions regulation, R is the price
elasticity of residual demand, T is the market demand elasticity, and U is the elasticity of supply
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of firms in the unregulated region. If the regulation uniformly increase production costs for all
firms in the market, then the combined market share of the regulated firms is 100 percent of the
market (s = 1), and R =T; however, as the market share of firms subject to environmental
regulation falls (s <1), an increase in price charged by regulated firms stimulates the production
of goods in the unregulated region. Production leakage occurs through increased supply by
unregulated firms until the quantity supplied equates with the higher market price.
Notice that the residual demand facing the regulated firms is more elastic due to the replacement
of regional production with production by unregulated firms. The market transfer of production
to regions outside of California causes a price increase in the regulated region to have a larger
effect on the regional quantity produced than the effect on total market quantity, and this makes
residual demand facing the regulated firms more elastic. Put differently, a regional cost increase
is at least partially passed-through to consumer prices, which provides a market incentive for
unregulated firms to expand production.
The magnitude of the market transfer effect to other regions is determined by the elasticity of
supply in unregulated production regions. If market supply in unregulated regions is highly price
elastic, then a small increase in the market price greatly stimulates production in these regions.
Because the long-run supply is relatively price-elastic for the case of many raw agricultural
products used to produce manufactured foods, the potential exists for a large amount of
processed food production to shift out of California into other regions that are not subject to an
increase in food processing cost from local GHG regulations.
We have highly detailed cost information available for California food processors in our sample.
However, we do not have comparable cost information for out-of-state firms. In this study, we
rely on our detailed cost information for California firms as a proxy for production conditions
facing food processors in other, competing regions that serve the U.S. or global market. This
implicitly assumes that production leakage predominantly occurs to firms using similar
production technology and facing similar input costs as California firms apart from cost changes
created by the Cap-and-Trade Program.
3.3 Supply Model
Data supplied by California food processing plants are sufficient to estimate supply relationships
for processing tomato and wet corn milling industries. This section details the methodology used
to estimate supply relationships in each of these industries. The basis for our analysis of firm
supply in both cases is a spatial model of agricultural product procurement in which farms are
located in proximity to food processing plants and face increasing transportation costs over
distance to deliver farm products to processing plants. Due to differences in the available data as
well as to heterogeneous production processes, our empirical approach differs for the processing
tomato and wet corn milling industries.

3.3.1 Processing Tomatoes
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For many of the firms we study, tomato processing is quite literally a matter of using energy to
heat the agricultural input. At the individual plant level, we therefore consider food processing to
involve fixed-proportions technology. Processing x unit of the agricultural input is assumed to
require 1/α units of energy e, so that (given a plant of sufficient capacity) output is given by
min(αe,x).
We assume the firm uses capital and labor to operate a plant; the size of the plant then creates a
capacity to process the agricultural input. Plant construction involves a standard Cobb-Douglas
production function, with capacity equal to
 L K 
where  and γ are the usual curvature parameters in the Cobb-Douglas production function, and
where B is a productivity parameter.
Combining the “plant operation” and “cooking” technologies described above yields an overall
production function for the firm which depends on four inputs: energy (e), the agricultural input
(x), labor (L), and capital (K). The production function is assumed to yield an output y, and takes
the form
y  F (e, x, L, K )  A min min( e, x), L K  
where, in addition to the parameters and variables defined above, A is a scale parameter. This
production function can be seen to allow for substitution between capital and labor in the
operation of the plant, but within the plant uses a Leontief technology, which we believe captures
the nature of the actual production processes employed by many food processors.
For simplicity, we assume that energy, capital, labor can all be acquired either without
transportation or at a fixed marginal transportation cost. However, sourcing the agricultural input
involves using some transportation network to move the agricultural output from the land where
it is produced to the plant.
We conceive each plant as being located in an agricultural landscape, where the surrounding
agricultural land varies in productivity for processing the raw input. We index land productivity
by introducing a productivity parameter .
We next need to put some structure on the space within which the firm makes its locational
decision. We consider a parsimonious structure that locates agricultural land on a Hotelling-like
line in which transportation costs for delivering the raw product to the processing plant are
increasing in the distance between the processing plant and the farmers that produce the raw
product for delivery to the plant.
Let the cost of transporting the agricultural input a distance of  be proportional to distance,
with transportation cost for a unit of the input located  units from the plant given by
t ( )  t .
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Since the plant can source the input from each of two directions, we can relate the quantity of
input x to be sourced to the greatest distance  from which the firm will transport the input, with

x  2  . The total cost of transporting x is then



x / 2 
0

2 t d  

t
4

x2.

Adding a fixed farm-gate price q to the cost of acquiring the input, then the total cost of sourcing
a quantity of input x is given by
q ( x )  qx 

t
x2.
4

Now consider the problem facing a price-taking, profit-maximizing firm operating the
production function described above and having to deal with the transportation costs of the
agricultural input. Given the Leontief technology described above, cost minimization implies
that the firm will choose energy e, the agricultural input x, and labor and capital such that

min(e, x) L K .
Because energy is related to the use of the agricultural input via
 e  x

β γ
we have x=BL K .

We can then describe the firm’s decision about how much labor and capital to employ by
computing the most efficient way to process a quantity of agricultural input x, which solves
min wL  rK
L,K

subject to
x   L K 

The solution to this problem is to choose


 w   
K*  

 r 

1

 x   
and
 
 B



 r    
L*  

 w 

1

 x   
  .
B

Then, given the need to process a quantity x of the input, the total ‘overhead’ costs of capital and
labor for the cost-minimizing firm can be written
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This expression gives us the minimum overhead involved in operating a plant capable of
processing x units of the agricultural input. We now turn our attention to the question of the cost
minimizing way to produce y units of processed output. Let p denote the price of energy. Define
the firm’s cost function
C ( y; p , q , r , w)  min pe  q ( x )  rK  wL
e, x, K , L

subject to
y  F ( e, x , L , K ) .

Noting that this is necessarily the same as
C ( y ; p , q , r , w)  min pe  q ( x )  E ( x; r , w)
e, x,K ,L

subject to
y  A min( e, x ) ,

and since (using the last constraint) x=y/A, we have

C( y; p, q, r, w) 

py
 y
y

 q    E  ; r, w  .
A  A  A


Turning finally to the profit maximization problem, we obtain
max vy  C ( y ; p , q , r , w)
y

where v is the price of the processed output. This gives the first order condition
1

 r  w   
p q
ty

y
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The right-hand side of this optimality condition is of course just the firm’s marginal cost; we can
regard this expression as providing a solution to the firm’s inverse supply function.
Using the implicit function theorem, we calculate
dy

d

1
t
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The elasticity of supply is thus
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We use our detailed cost data to calibrate parameter values in this equation and derive the
elasticity of supply for processed tomatoes.
3.3.2 Wet Corn
The process of producing corn starch yields four byproducts: gluten meal, germ, wet feed, and
steep water. Corn starch can be sold as a final product or further processed into high fructose
corn syrup (HFCS), where HFCS typically is sold in two varieties, HFCS 42 and HFCS 55, that
differ according to the fructose content of the syrup.
We model the profit maximization decision of a price-taking firm to generate a supply function
with parameters that can be estimated with our data. Let pi denote the prices of the three final
output goods for i = 1, 2, 3 representing starch, HFCS 42 and HFCS 55, respectively. Let 
denote the revenue from selling byproducts of starch production per unit of starch produced.
Then, the firm’s profit is:
3

   pi qi  Q  c1 (Q)  c2 (q2  q3 )  c3 (q3 )
i 1

where

Q  q1  (q2  q3 ) denotes total pounds of starch produced (including starch sold as a

final product and starch further processed into corn syrup) and where   31.5 is the ratio that
33.33

translates pounds of corn syrup to pounds of starch.47

We further assume that firms face a constant unit cost for corn and energy inputs but that there
are diminishing returns to labor, leading to a labor cost that is quadratic in quantity produced.
Note that there are other possible explanations for why cost might be quadratic in the quantity
produced such as the transportation costs of sourcing inputs.

c1 (Q) 
c2 (q2  q3 ) 

1

2
2

2

2

Q  0 r0    j rj Q
2

j 1
2

Q(q2  q3 )    j rj (q2  q3 )
2

j 1
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c3 (q3 ) 

3
2

2

q32    j rj q3 .
j 1

The cost of making starch is c1(Q) and is made up of three parts: the cost of labor, the cost of
corn, and the cost of energy (natural gas and electricity). The term rj denotes the price of inputs,
where j=0,1,2 corresponds to corn, natural gas, and electricity, j is a productivity parameter that
translates units of input to units of output, and 1 is a productivity parameter for labor.

The additional cost of making HFCS 42 ( c2 (q2  q3 ) ) from starch includes labor cost and energy
costs, and j denotes productivity parameters for gas and electricity in the production of HFCS
42.

The additional cost of making HFCS 55 from HFCS 42 ( c2(q3)) includes labor cost and energy
costs, and j denotes productivity parameters for gas and electricity in the production of HFCS
55. Finally, i is a productivity parameter for labor in the production of starch (i=1), HFCS 42
(i=2), and HFCS 55 (i=3).
The solution to the firm’s profit maximization problem is:

p3  p2   j 1 j rj
2

q 
*
3

3

p2   p1   j 1  j rj
2

q 
*
2

2

p1    0r0   j 1  j rj

 q3*

2

q 
*
1

1

  (q2*  q3* )

Therefore, the profit-maximizing amount of starch to produce is:

p1    0r0   j 1  j rj
2

Q  q   (q  q ) 
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1
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2
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3

1

.

The parameters of this linear supply curve can be estimated directly to provide an estimate of the
elasticity of supply.
4. Data and Econometric Methods

The primary industries we examine are: (i) tomato processing (paste and diced canning); (ii)
cheese manufacturing; (iii) wet corn processing; and (iv) sugar refining. Producers in these
industries encompass 17 out of 38 processing facilities with GHG emissions above the 25,000
metric ton CO2e threshold. Among these plants, we have detailed cost- and sales-level data from
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processing facilities in each industry. We combine these data with primary data available from
ERS, National Agricultural Statistics Service (USDA-NASS), and the U.S. Census.
Table 4.1 shows the energy intensity of production in each of the industries considered in terms
of natural gas cost as a share of total variable cost over the time period of the data provided.
Given the variability in natural gas prices over the periods in which data were provided, energy
intensity is calculated as a share of variable cost at the base price listed for natural gas by
aggregating natural gas prices and variable costs over the time period. The natural gas price
listed in the table is the average price paid by our sample of producers over the period.

Table 4.1. Energy Intensity of Production in Selected Industries

Industry
Processing Tomatoes
Cheese

Time Period
2010-2012
2010-2013

1

2013
2006-2009

Wet Corn
Sugar

Energy Share of
Natural Gas Variable Cost
($/MMBtu)
(%)
$4.68
4.24%
$5.04
4.40%
$6.25
$7.57

6.90%
5.33%

1

Energy share of variable cost is calculated for wet corn only in year 2013
due to a mix of steam and natural gas used for production over remaining
years in the sample period 2010-2012.

The Cap-and-Trade Program impacts the effective cost of energy for California’s food
processing plants. For each industry, the projected increase in the effective cost of natural gas is
calculated using data from the U.S. Energy Information Administration on CO2e emissions
factors per MBtu of natural gas.48 For all industries, the predicted effect of the Cap-and-Trade
Program on industry-level production costs is mediated entirely through increases in the effective
cost of natural gas ($/MBtu).49 Thus, the analysis considers only the direct effect of the Capand-Trade Program on pricing emissions released from each industry, and does not consider
indirect effects of the regulation on electricity prices.
In general, the time horizon considered for the elasticity of supply differs for cheese, wet corn,
sugar. and tomato markets. For processed tomato products, sugar and wet corn, the quantity of
raw material provided adjusts on a shorter production horizon than for the dairy sector, because
acreage adjustments can occur more rapidly in response to regulations that reduce farm prices
paid by food processors for farm products. For cheese manufacturing, longer adjustment periods
are required to approximate long-run supply conditions in the cheese industry due to the
48
Energy Information Administration, Documentation for Emissions of Greenhouse Gases in the United States
2005, DOE/EIA-0638 (2005), October 2007, Tables 6-1, 6-2, 6-4, and 6-5.
49
For the one food processing plant in our sample that relies on a mix of coal and natural gas, the energy share of
total variable cost is computed by recalculating energy cost and total variable cost of the operation by converting all
energy use to natural gas.
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dynamics of dairy herd management in milk production. In dairy operations, the short-run (less
than one year) adjustment to a change in the milk price paid by cheese manufacturers occurs
entirely through adjustment in the amount of milk production per cow, whereas the long-run
adjustment (five years or more) occurs predominantly through changes in the size of the dairy
herd (Chavas and Klemme, 1986).50
4.1 Processing Tomatoes
For tomato processors, energy costs comprise approximately six percent of a facility’s total
expenses. Tomato processing plants typically operate at maximum capacity through the harvest
season (July through October), but sell processed tomato products throughout the year. The
primary fuel source for tomato processors is natural gas, the largest consumption of which occurs
in the steam boilers. Significant uses of electrical energy arise from paste/puree recirculation in
evaporators and product cooling in cooling towers, and hot breaks. For the tomato processing
plants in our sample, natural gas energy accounts for approximately 75-90% of the total energy
usage.
Based on the distribution of California processing tomato acreage and the location of processing
plants, regulated tomato processing plants in California produce 96 percent of all processed
tomato products in the U.S. (12.1 million metric tons (MT) out of 12.6 million MT in 2013) and
provide 31.6 percent of world tomato supply (12.1 million MT out of 38.2 million MT in 2013).
We received data from five tomato processing firms in California. For tomato processors, our
data allow direct estimation of supply and demand conditions facing the plants operated by these
California firms. For supply, we calculate the elasticity of processed food supply using the
method detailed in Section 3.3.1. Because production of processed tomatoes occurs seasonally,
we aggregate our data to annual observations and then calibrate the parameters of our model
using these data. We assume that the parameters of the Cobb-Douglas production function are
the same across all tomato processing firms.
To estimate the elasticity of demand for processed tomatoes, we use monthly shipment and cost
data provided by three tomato processing firms.51 Because the price of processed tomatoes may
be endogenous, we use an instrumental variables approach where various factors that affect the
cost of processing tomatoes are used as instruments. The three instruments we use are the price
of natural gas, the price of electricity, and the price of raw tomatoes. Each variable should be a
suitable instrument, affecting the price of processed tomatoes by shifting supply while not
directly affecting demand.
The monthly data for natural gas prices came from the U.S. Energy Information
Administration.52 Electricity prices by utility and zip code came from the U.S. Energy
Information Administration Forms EIA-861 and EIA-826. We matched zip codes for all plants
to merge electricity price data with data from reporting food processors. We used raw tomato
price data provided by the reporting firms.
50

Chavas, J.-P., and R. M. Klemme. “Aggregate Milk Supply Response and Investment Behavior on U.S. Dairy
Farms.” Am. J. Agr. Econ. 68(February 1986):55-66.
51
The remaining two tomato processors did not provide data on monthly shipments and cost.
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4.2 Cheese
According to 2012 U.S. Census data California cheese manufacturing establishments produce
21.3 percent of U.S. cheese supply by value of shipments. Given the current trade situation in
global cheese, and the premium prices received for U.S. cheese products relative to rest-of-world
prices, the U.S. cheese market is considered as an isolated entity from the world cheese market.
Producer data from California cheese manufacturing are insufficient to estimate supply and
demand conditions. We accordingly rely on demand and supply elasticity estimates from the
literature. The elasticity of supply for cheese is sensitive to the duration of time considered,
because of lags in herd inventory management in dairy cows used for milk production. To
characterize supply conditions, Chavas and Klemme (1986) report an annual supply response to
changes in the (U.S. class II) milk price, in which the elasticity of farm supply increases from a
value of 0.28 in year 1 to a value of 3.51 in year 10. For the leakage estimation, we rely on the
estimated long-run (6-year) elasticity of milk supply of 1.2 reported by Chavas and Klemme
(1986).
Numerous studies have examined the demand elasticity for cheese, with estimates in the range of
-0.4 to -1.5. For the leakage estimation, we take the demand elasticity in the U.S. cheese market
at a value of -0.7, which is the estimate recently provided by Bergtold (2004).53
4.3 Wet Corn
According to 2012 U.S. Census data, California wet corn milling establishments produce 1.75
percent of U.S. starch product supply by value of shipments. As in the case of the cheese
market, emissions leakage from California wet corn milling is encompassed by the transfer of
production from California suppliers to other wet corn milling operations in the U.S.
We received detailed data from the largest wet corn processor in California, an operation that
accounted for 72% of the value of shipments from California wet corn milling in 2012. We
estimate the supply elasticity of processed wet corn supply using the method detailed in Section
3.3.2. We assume that the parameters of the Cobb-Douglas production function are the same
across all wet corn milling plants.
One concern with estimating the supply function for wet corn milling is that there may be
omitted variables that affect supply and the price charged by the firm. To deal with the potential
endogeneity of price, we instrument price with the wholesale price of corn starch in the Midwest
region of the U.S. reported by the Economic Research Service of the U.S. Department of
Agriculture.54 This price should be correlated with the price charged by California firms but
should not affect the supply of California firms in any way except through its effect on price.
Hence, we use a two stage least squares regression where the Midwestern price is the exogenous
instrument used in the first stage.
53

Bergtold, Jason, Ebere Akobundu, and Everett B. Peterson. "The FAST method: Estimating unconditional
demand elasticities for processed foods in the presence of fixed effects." Journal of Agricultural and Resource
Economics (2004): 276-295.
54
U.S. Department of Agriculture Economic Research Service, Feed Outlook, 2011-2014, Table 6.
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Given the high degree of substitutability of HFCS and sugar as sweeteners, we consider demand
for wet corn products and sugar to be determined by pricing conditions in an aggregated
sweetener market. The industrial demand for sweeteners have been estimated by Sudaryanto
(1987) and Lopez (1988).55 Sudaryanto (1987) estimated an industrial demand elasticity of -0.62
and Lopez (1988) estimated a long-run price elasticity of demand of -0.597 for the sugar market.
For the leakage estimation, we take the demand elasticity in the U.S. sweetener market at a value
of -0.6 for both processed wet corn and sugar.
4.4 Sugar
The 2012 U.S. Census does not presently report U.S. refined sugar production at the 5-digit level
(NAICS 31131). According to 2007 U.S. Census data, California sugar refining establishments
produce 11.58 percent of U.S. refined sugar supply by value of shipments. As in the case of the
wet corn market, emissions leakage from California sugar manufacturing is mediated through
production leakage from California suppliers to other sugar refining operations in the U.S.
Producer data from California sugar refining are insufficient to estimate supply and demand
conditions. We accordingly rely on demand and supply elasticity estimates from the literature.
For the elasticity of supply, Sudaryanto (1987) estimated long-run elasticity of sugar beet supply
to be 2.3, Lopez (1989) estimated the long-run elasticity of sugar beet supply to be 1.2, and
Marks (1993) estimated the long-run elasticity of sugar beet supply to be 1.2.56 For the leakage
estimation, we take the supply elasticity in the U.S. sugar beet market at the intermediate value
of 1.7 reported by Marks (1993).
For the leakage estimation, we take the demand elasticity in the U.S. sweetener market at a value
of -0.6 for both processed wet corn and sugar. This accords with the estimated demand elasticity
of -0.62 reported by Sudaryanto (1987) and -0.597 calculated by Lopez (1989).
5. Results

5.1. Market Estimation
Long-run supply elasticity is most relevant for evaluation of the Cap-and-Trade Program,
because input substitution towards less pollution-intensive techniques is important.
Demand is estimated for processing tomatoes and relies on industry studies for the remaining
industries, for which data are not sufficient to estimate demand.

55

Sudaryanto, Tahlim. The potential impacts of liberalized trade policies in the United States and the European
economic community on international markets for sugar. 1987; Lopez, Rigoberto A. "Political economy of U.S.
sugar policies." American journal of agricultural economics 71.1 (1989): 20-31.
56
Marks, Stephen V. "A reassessment of empirical evidence on the U.S. sugar program." The Economics and
Politics of World Sugar Policies (1993): 79-108.
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5.1.1 Processing Tomatoes
Table 5.1 shows the calibrated values of , , B, and the ratio t as well as our value for the

supply elasticity,

S .

To calculate the ratio t , we use data provided on total trucking cost and


2
the fact that trucking cost equal t x 2 . So, we calculate t to be trucking cost divided by x .
4

4
The estimated value for the supply elasticity of processing tomatoes is 9.8. This value accords
with the median value of the regional estimates of the long-run elasticity of supply and demand
of California processing tomatoes that are provided in the comprehensive study of the California
processing tomato market by Durham and Sexton (1992), which reported a long-run supply
elasticity for processing tomatoes in the range of 8.6 to 55.49.

Table 5.1: Parameter Values and the
Elasticity of Processed Tomato Supply
Parameter

t/ 

Value
0.38
0.3
14,328
2.4x10-12

S

9.84



B

To estimate processed tomato demand, we employ an instrumental variables approach using
production cost variables as instruments for the processed tomato price. The first-stage
regression of pricing instruments on endogenous output prices provides an R2 value of 59.6% (F
= 10.36) in the linear model and an R2 value of 60.1% (F = 9.98) in the log model and all three
instruments are statistically significant. These results indicate that our instruments are somewhat
weak (Staiger and Stock 1997), but effective.
Table 5.2 shows the results of OLS and two stage least squares (TSLS) regressions of global
processed tomato demand in levels and in logs.57 We also include year and firm fixed effects.
Based on Column 4, we estimate the elasticity of demand to be -3.1.

57

We lose 12 observations in the TSLS estimation compared to OLS, because we did not receive data on raw tomato
prices for one firm in our sample for one year, which we accordingly drop from our first stage estimation.
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Table 5.2 Parameter Estimates of Processed Tomato Demand
(1) OLS
(2) TSLS
(3) OLS
(4) TSLS
Quantity Shipped Quantity Shipped log(Quant. Ship.) log(Quant. Ship.)
price

-4.02263e+11*** -3.90360e+11*
(7.63639e+10)
(1.71619e+11)

log(price)

N
129
R-sq
0.706
Standard errors in parentheses
* p<0.05
** p<0.01

117

-3.792***
(0.458)

-3.142**
(1.034)

129
0.805

117

*** p<0.001

5.1.2 Wet Corn
We estimate supply of corn starch using two stage least squares with the Midwest wholesale
starch price reported by ERS as an instrument for the firm’s starch price. The first-stage
regression of pricing instruments on endogenous starch prices provides an R2 value of 88.6% (F
= 23.40) in the linear model and an R2 value of 87.9% (F = 24.07) in the log model, suggesting
that our instrument is not weak (Staiger and Stock 1997).
The results of OLS and TSLS estimation of the wet corn supply in levels are shown in columns 1
and 2 of Table 5.3, while the same two estimations in log terms are shown in columns 3 and 4.
Based on Column 2, the 95% confidence interval for the elasticity is [0.8, 3.6] with a point
estimate of 2.2. Based on Column 4, the 95% confidence interval for the elasticity is [0.6, 3.2]
with a point estimate of 1.9.
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Table 5.3 Estimated Coefficients for Wet Corn Supply
(1) OLS
(2) TSLS
(3) OLS
(4) TSLS
Quantity
Quantity
log(Quantity) log(Quantity)
Starch Price

154241559.4 711418310.1**
(102153829.9) (223817425.5)

Natural Gas Price

-43669470.6* -79917945.4**
(17176707.0) (25228120.8)

Electricity Price

-32799732.2 -522061215.0*
(126195157.4) (227938545.9)

Corn Price

-136588035.0+ -489006873.3**
(76135655.6) (150946453.4)

log(Starch P)

0.290
(0.288)

1.897**
(0.631)

log(Natural Gas P)

-0.300*
(0.133)

-0.543**
(0.191)

log(Electricity P)

0.000602
(0.183)

-0.689*
(0.324)

log(Corn P)

-0.228
(0.180)

-1.076**
(0.356)

_cons

79287733.2*** 90042489.1*** 17.78***
(11584277.9) (15463631.8) (0.370)

N
48
R-sq
0.163
Standard errors in parentheses
+ p<0.10
* p<0.05

48

48
0.124

** p<0.01

*** p<0.001

17.02***
(0.542)
48

5.2 Residual Demand
The critical elements that determine production leakage, and the associated market transfer, as
defined by equation (1) are: (i) the price elasticity of demand; (ii) the price elasticity of supply;
and (iii) the market share of regulated firms. We consider California processors to have identical
processing technology as processors out-of-state and accordingly take the elasticity of supply in
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the unregulated region to be equal to the elasticity of supply in the regulated region. These
elements together determine the residual elasticity of demand for food processors in California,
which defines the market price response under the Cap-and-Trade Program that selectively
increase energy costs for California firms.
Table 5.4 presents our calculation of the residual demand elasticity for the four food processing
industries considered in the study as well as the definition of the relevant market for calculating
market transfer effects. For each industry, the residual demand elasticity is calculated according
to the elasticities of supply and demand and the market share of California processors reported in
the sections above.

The residual demand elasticity represents the percentage change in demand for California
processed food in response to a one percent increase in the price of processed food sold by
California firms. The residual demand elasticity is larger for food processing industries that face
relatively elastic supply and demand conditions in the global market (processing tomatoes) and
for industries in which California food processors represent a relatively small share of the
wholesale market (wet corn). For industries with small market share, competition from producers
in unregulated regions makes it difficult to pass increased food processing costs forward into
wholesale (consumer) markets due to the large volume of goods sold by unregulated firms in the
common wholesale market.
6. Market Transfer and Emissions Leakage
This section calculates the incidence of the Cap-and-Trade Program on farmers and food
processors in California. For each food processing industry, the calculations are made for the
case of regulations that impact all food processors in California.
Market transfer is given by the difference between the decrease in CA production and the overall
decrease in market production (US production in all cases except processing tomatoes where it is
world production). Removal of California production from the market as a result of increased
compliance costs with the Cap-and-Trade Program results in a market price increase that
stimulates increased production from competing regions that are not subject to cost-increasing
regulation. Both the wet corn and sugar industries in California are small relative to the U.S.
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market, which dampens the degree that a cost increase can be shifted forward into consumer
prices.
Market transfer in each industry is calculated based on the magnitude of the increase in cost for
California food processors, the extent to which costs are passed forward into consumer prices or
backwards in the regional supply chain, and the respective supply and demand elasticities in each
market. For a given cost increase in the regional California market, costs are shifted backwards
to an extent that depends on the ratio of the residual demand elasticity to the sum of the residual
demand elasticity and supply elasticity in the market, with the remaining share of cost being
shifted forward into consumer prices. The reduction in California supply as a result of unilateral
GHG regulations is calculated as the product of the initial California quantity supplied, the
percentage increase in cost, the extent to which these costs are shifted backwards, and the
elasticity of supply. The reduction in total market (global or U.S.) production as a result of
unilateral GHG regulations is calculated as the product of the initial market quantity demanded,
the percentage increase in cost, the extent to which these costs are shifted forwards, and the
elasticity of market demand. Production leakage in each case, which reflects the increased
quantity supplied by producers outside California, is the difference between the decrease in
California quantity supplied and the decrease in the market quantity demanded.
Table 6.1 reports the calculated incidence effects of the Cap-and-Trade Program on regional
agricultural product prices, on consumer prices for processed food products, and on the market
transfer in each of the industries examined.

Table 6.1. Predicted Cost-Shifting and Market Transfer Effects
Share of Cost Increase
Market
Shifted
Shifted
Transfer
Industry
Backward
Forward
Processing Tomatoes
76%
24%
68%
Cheese
87%
13%
57%
Wet Corn
99%
1%
76%
Sugar
91%
9%
71%

In all processing markets studied, the degree of backward shifting into agricultural producer
markets is large in relation to the degree of forward shifting into consumer markets. The reason
is that the availability of alternative sources of supply from production regions outside California
mitigates wholesale (consumer) price effects. The predicted share of cost increase passed
backwards through the California supply chain ranges from 76% of the predicted increase in
marginal cost in the processing tomato industry to 99% in wet corn milling. In all cases, the
majority of the cost increase is passed backwards to agricultural producers in the form of lower
prices for raw agricultural products.
The relatively high degree of backwards shifting in response to higher energy costs implies that
the increase in costs is predominantly absorbed by California producers. Backwards shifting of
cost has one of two implications for California agriculture: (i) lower farm product prices paid to
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farmers producing processed goods; or (ii) narrower margins for food processing plants. In light
of the co-location decision of farming and food processing production, our data are not
sufficiently rich to distinguish between these two effects, and the analysis should be interpreted
as the effect of the policy on California processed food supply in a vertically-integrated farmerproducer industry, like for instance a cooperative. Given the nature of supplier contracts in
California’s food processing industries, market pressure for backward shifting of costs into the
California supply chain is likely to manifest in the form of lower procurement prices for farm
products purchased by food processing plants and long-run decisions by farmers to switch
harvested acreage to other crops. Data on crop choices available to farmers currently producing
raw material for the processing sector, and the impact of cap and trade regulations on farm prices
for these alternative crop shares needed to address the impact of the Cap-and-Trade Program on
rural communities that depend on California agriculture.
The fourth column of Table 6.1 shows the market transfer effect. The extent of the market
transfer in each industry is determined by the share of cost that is shifted backwards into reduced
prices for agricultural producers, the elasticity of market demand, and the long-run elasticity of
supply in each raw product market. The market transfer effects range between 58% of the
decrease in California processed cheese production to 76% of the decrease in California wet
corn. The relatively large market transfer effects in the wet corn and sugar industries are driven
by a combination of small U.S. market share of California processors and inelastic demand
conditions in the U.S. sugar market, while the market transfer is moderated in the case of cheese
by the relatively inelastic supply condition in the market.
6.1 Processing Tomatoes
Table 6.2 presents the predicted effect of the Cap-and-Trade Program on the California tomato
processing industry. The initial quantity of processing tomatoes produced in California and
globally is 12,093 thousand metric tons and 37,904 thousand metric tons, respectively, and the
initial market price prior to allowance purchase requirements in $891/MT.
Industry effects are calculated for a range of compliance costs provided by ARB from the current
2016 price ($12.73/MT CO2e) to a projected price of $33.82 in year 2030. For each level of
compliance cost ($12.73, $16.69, $23.40 and $33.82), the percentage increase in the marginal
cost of food processing for California plants is calculated as the product of the energy share of
total variable cost and the increment in energy costs that occurs for each level of cost.58

58

CO2e emissions factors for natural gas used to convert compliance costs ($/MT CO2e) into units of energy are
taken from the Energy Information Administration, Documentation for Emissions of Greenhouse Gases in the
United States 2005, DOE/EIA-0638 (2005), October 2007, Tables 6-1, 6-2, 6-4, and 6-5.
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Table 6.2. Predicted Effects of the Cap-and-Trade Program on the Global Processing Tomato Market
Compliance Costs ($/MT CO2e)
Impact
$0.00
$12.73
$16.69
$23.40
$33.82
U.S. Quantity (1,000 MT)
37,904
37,729
37,675
37,582
37,439
California Quantity (1,000 MT)
12,093
11,540
11,369
11,078
10,626
Market Price ($/MT)
$890.76
$892.09
$892.50
$893.20
$894.29
Percent increase MC of processing
0.62%
0.81%
1.13%
1.63%
Increase in U.S. price ($/MT)
$1.33
$1.74
$2.44
$3.53
Cost Absorbed in Production ($/MT)
$4.15
$5.44
$7.63
$11.03
Decrease in California supply (1,000 MT)
552.23
724.01
1,015.10
1,467.12
Percent Decrease in California Supply
4.57%
5.99%
8.39%
12.13%
Production Leakage (1,000 MT)
377.00
494.37
693.12
1,001.77
Leakage as Percent of California Supply
3.12%
4.09%
5.73%
8.28%

The projected increase in global tomato prices is $1.33/MT , $1.74/MT, $2.44/MT, and
$3.53/MT for the $12.73, $16.69, $23.40, and $33.82 respective increments in compliance costs
($/MT CO2e), while the projected decrease in supply prices per metric ton of processed tomatoes
is $4.15/MT, $5.44/MT, $7.63/MT, and $11.03/MT for the respective increments in the
allowance price. This reduction in supply price is absorbed in the supply chain in the form of
lower food processor margins and decreased farm prices for tomatoes. The predicted change in
California processed tomato supply is 552 thousand MTs, 724 thousand MTs, 1015 thousand
MTs, and 1467thousand MTs for the respective increments in compliance costs. Additionally,
377 thousand MTs, 494 thousand MTs, 693 thousand MTs, and 1,002 thousand MTs of which
transferred to food processors outside of California for each respective increment.
6.2 Cheese
The incidence of the Cap-and-Trade Program on cheese producers is complicated by the fact that
the formula price for class 4b milk for cheese production in California is based on the
commodity market price of cheddar cheese less a manufacturing cost allowance.59 The share of
program cost that is passed backwards to milk producers is limited by the support price, which
may or may not be adjusted through the manufacturing cost allowance to account for the
increased cost of emissions for cheese producers. The incidence analysis considered here allows
for the full range of market price adjustments to occur in the formula price of class 4b milk.
Table 6.3 presents the predicted effect of the Cap-and-Trade Program on the California cheese
industry. The initial quantity of cheese produced in California and in the U.S. is 1,086 thousand
metric tons and 5,140 thousand metric tons, respectively, and the initial market price prior to
allowance purchase requirements in $3,679/MT.

59

California Department of Food and Agriculture (2005).
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Table 6.3. Predicted Effects of the Cap-and-Trade Program on the U.S. Cheese Market
Compliance Costs ($/MT CO2e)
Impact
$0.00
$12.73
$16.69
$23.40
U.S. Quantity (1,000 MT)
5,140
5,137
5,136
5,135
California Quantity (1,000 MT)
1,086
1,079
1,077
1,074
Market Price ($/MT)
$3,679.42 $3,682.33 $3,683.23 $3,684.76
Percent increase MC of processing
0.59%
0.78%
1.09%
Increase in U.S. price ($/MT)
$2.91
$3.81
$5.34
Cost Absorbed in Production ($/MT)
$18.87
$24.74
$34.68
Decrease in California supply (1,000 MT)
6.68
8.76
12.29
Percent Decrease in California Supply
0.62%
0.81%
1.13%
Production Leakage (1,000 MT)
3.84
5.04
7.06
Leakage as Percent of California Supply
0.35%
0.46%
0.65%

$33.82
5,132
1,068
$3,687.14
1.57%
$7.72
$50.13
17.76
1.64%
10.21
0.94%

For each level of compliance costs ($12.73, $16.69, $23.40 and $33.82 per MT CO2e), we
calculate the percentage increase in the marginal cost of cheese production in California using
the energy share of variable cost provided in Table 4.1. The projected increase in the U.S. block
cheese price is $2.91/MT, 3.81/MT, 5,34/MT, 7.72/MT for the respective $12.73, $16.69,
$23.40, and $33.82 increments in compliance costs, while the projected decrease in supply prices
per metric ton of processed cheese is $18.87, $24.74, $34.68, and $50.13 for each respective
increment in compliance cost. This reduction in supply price is absorbed in the supply chain in
the form of lower food processor margins and decreased farm prices for class 4b milk for cheese
production. The predicted change in California processed cheese supply is 6.7 thousand MTs, 8.8
thousand MTs, 12.3 thousand MTs, and 17.8 thousand MTs for the respective increments in
compliance costs. Additionally, 3.8 thousand MTs, 5.0 thousand MTs, 7.1 thousand MTs, and
10.2 thousand MTs of which is transferred to food processors outside of California for each
respective increment.
6.3 Wet Corn
Table 6.4 presents the predicted effect of the Cap-and-Trade Program on the California wet corn
milling industry. The initial quantity of wet corn processed in California and in the U.S. is 504
thousand metric tons and 28,840 thousand metric tons, respectively, and the initial market price
prior to allowance purchase requirements in $441/MT. For each level of compliance cost
($12.73, $16.69, $23.40 and $33.82), the percentage increase in the marginal cost of California
wet corn processing is calculated using the energy share of variable cost provided in Table 4.1.
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Table 6.4. Predicted Effects of the Cap-and-Trade Program on the U.S. Wet Corn Market
Compliance Costs ($/MT CO2e)
Impact
$0.00
$12.73
$16.69
$23.40
$33.82
U.S. Quantity (1,000 MT)
28,840
28,839
28,838
28,837
28,836
California Quantity (1,000 MT)
504
496
494
491
485
Market Price ($/MT)
$441.38
$441.43
$441.44
$441.46 $441.50
Percent increase MC of processing
0.75%
0.98%
1.38%
1.99%
Increase in U.S. price ($/MT)
$0.04
$0.06
$0.08
$0.12
Cost Absorbed in Production ($/MT)
$3.26
$4.28
$6.00
$8.67
Decrease in California supply (1,000 MT)
7.07
9.27
13.00
18.79
Percent Decrease in California Supply
1.40%
1.84%
2.58%
3.73%
Production Leakage (1,000 MT)
5.35
7.02
9.84
14.22
Leakage as Percent of California Supply
1.06%
1.39%
1.95%
2.82%

The projected increase in the U.S. wet corn product (starch) price is $0.04/MT, $0.06/MT,
$0.08/MT, and $0.12/MT for each respective increment in compliance cost, while the projected
decrease in supply prices per metric ton of processed wet corn is $3.26, $4.28, $6.00, and $8.67
for each respective increment in compliance cost. This reduction in supply price is absorbed in
the supply chain in the form of lower food processor margins and decreased farm prices for corn.
The predicted change in California processed wet corn supply is 7.1 thousand MTs, 9.3 thousand
MTs, 13.0 thousand MTs, and 18.8 thousand MTs for each respective increment in compliance
costs. Additionally, 5.4 thousand MTs, 7.0 thousand MTs, 9.8 thousand MTs, and 14.2 thousand
MTs of which is transferred to food processors outside of California for each respective
increment.
6.4 Sugar
Table 6.5 presents the predicted effect of the Cap-and-Trade Program on the California beet
sugar refining industry. The initial quantity of sugar processed in California and in the U.S. is
866 thousand metric tons and 7,480 thousand metric tons, respectively, and the initial market
price prior to allowance purchase requirements in $700/MT. For each level of permit prices
($12.73, $16.69, $23.40 and $33.82), we calculate the percentage increase in the marginal cost of
sugar production in California using the energy share of variable cost provided in Table 4.1.
The projected increase in the U.S. refined sugar price is $0.29/MT, $0.37/MT, $0.53/MT, and
$0.76/MT for every respective increment in compliance cost, while the projected decrease in
supply prices per metric ton is $3.06, $4.01, $5.62, and $8.12 for each respective increment in
compliance cost. This reduction in supply price is absorbed in the supply chain in the form of
lower food processor margins and decreased farm prices for sugar beets. The predicted change in
California refined sugar supply is 6.4 thousand MTs, 8.4 thousand MTs, 11.8 thousand MTs, and
17.1 thousand MTs for each respective increment in compliance costs. Additionally, 4.6
thousand MTs, 6.0 thousand MTs, 8.4 thousand MTs, and 12.2 thousand MTs of which is
transferred to food processors outside of California for each respective increment.
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Table 6.5. Predicted Effects of the Cap-and-Trade Program on the U.S. Sugar Market
Compliance Costs ($/MT CO2e)
Impact
$0.00
$12.73
$16.69
$23.40
U.S. Quantity (1,000 MT)
7,480
7,478
7,477
7,476
California Quantity (1,000 MT)
866
859
857
854
Market Price ($/MT)
$699.91
$700.19
$700.28
$700.43
Percent increase MC of processing
0.48%
0.63%
0.88%
Increase in U.S. price ($/MT)
$0.29
$0.37
$0.53
Cost Absorbed in Production ($/MT)
$3.06
$4.01
$5.62
Decrease in California supply (1,000 MT)
6.43
8.42
11.81
Percent Decrease in California Supply
0.74%
0.97%
1.36%
Production Leakage (1,000 MT)
4.59
6.02
8.44
Leakage as Percent of California Supply
0.53%
0.70%
0.97%

$33.82
7,475
849
$700.67
1.27%
$0.76
$8.12
17.07
1.97%
12.20
1.41%

6.5 Production Leakage
For all food processing industries considered, a rise in compliance costs results in a decrease in
California supply and the market transfer of production to food processors operating across state
lines. Table 6.6 summarizes the predicted reduction in California production and market transfer
effect in metric tons for each $1 increase in compliance costs. The entries in this table can be
used to recover the predicted market transfer effect of an arbitrary allowance price.

Table 6.6. Predicted Effects per $1 Increase in Compliance Cost on Selected Food Processing
Industries (MT/$)
Food Processing Industry
Impact of Cap-and-Trade Program
California Baseline Supply (MT)

Tomatoes
12,092,667

Cheese
1,086,166

Wet Corn
503,547

Sugar
865,848

Reduction in California Supply (MT)
Percent Reduction in California Supply
Production Leakage (MT)

43,380.13
0.36%
29,620.61

525.07
0.05%
301.83

555.49
0.11%
420.38

504.75
0.06%
360.76

Table 6.7 provides a summary of production leakage for a range of compliance costs provided by
ARB.
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Table 6.7. Predicted Production Leakage (1,000 MT) for a Range of
Compliance Costs ($/ MT CO2e)
Food Processing Industry
Compliance Cost
$18.91
$19.35
$19.87
$20.55
$21.20
$21.80
$22.62
$22.53
$22.89
$23.63
$24.12
$24.49
$24.88
$24.88
$25.37
$25.88
$26.40
$26.93
$27.47
$28.02
$28.58
$29.15
$29.73
$30.32
$30.93
$31.55
$32.18
$32.82

Tomatoes
560.19
573.08
588.55
608.56
628.04
645.62
670.15
667.47
678.15
699.85
714.55
725.27
736.87
736.87
751.61
766.64
781.98
797.62
813.57
829.84
846.44
863.36
880.63
898.24
916.21
934.53
953.22
972.29

Cheese
5.71
5.84
6.00
6.20
6.40
6.58
6.83
6.80
6.91
7.13
7.28
7.39
7.51
7.51
7.66
7.81
7.97
8.13
8.29
8.46
8.63
8.80
8.97
9.15
9.34
9.52
9.71
9.91
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Wet Corn
7.95
8.13
8.35
8.64
8.91
9.16
9.51
9.47
9.62
9.93
10.14
10.29
10.46
10.46
10.67
10.88
11.10
11.32
11.55
11.78
12.01
12.25
12.50
12.75
13.00
13.26
13.53
13.80

Sugar
6.82
6.98
7.17
7.41
7.65
7.86
8.16
8.13
8.26
8.52
8.70
8.83
8.97
8.97
9.15
9.34
9.52
9.71
9.91
10.11
10.31
10.52
10.73
10.94
11.16
11.38
11.61
11.84

6.6 Emissions Leakage
The results presented above calculate the market transfer effects, or “production leakage” of
California processed food production to producers out-of-state. Production leakage can be related
directly to emissions leakage by adjusting the market transfer effect for the relative emissionsintensity of the plants acquiring and losing market share. If production leakage occurs to plants
outside of California that have similar technology and use identical fuel inputs (i.e., natural gas)
as the California plants that reduce production, then the market transfer effect of the Cap-andTrade Program would result in a one-for-one transfer of CO2e emissions. However, if market
transfer occurs from California food processing plants that rely on natural gas for energy to outof-state producers that rely on coal for energy, then each unit of production that transfers out of
California would result in an approximate doubling of CO2e emissions. According to the U.S.
Energy Information Administration, the average level of CO2e emissions produced by natural
gas combustion among industrial sources in the U.S. is 0.53 MT/MBtu, while the average
emissions produced from industrial combustion of Bituminous coal is 0.93 MT/MBtu.60, 61
One problem with predicting emissions leakage from the Cap-and-Trade Program is that it is
difficult to predict where emissions will occur. For the case of California food processors, the
typical plant operates on natural gas; however, global food processing plants including those in
other U.S. states rely on other sources such as coal and fuel oil. In 2002, 52% of total energy
supply utilized in the U.S. food manufacturing industry was natural gas, 21% net electricity, 17%
coal, 3% fuel oil, and 8% other (e.g., waste materials).62 In aggregate, the market transfer of
California production to producers in other U.S. locations in the U.S. therefore is likely to occur
to plants relying on a mix of fuels that produce higher levels of emissions per MBtu. In the case
of tomato processing, global market transfer that occurs to food processing facilities in China is
likely to result in greater emissions per ton of processed tomatoes, as energy used to process
tomatoes in China is generally derived from coal-fired plants.63

60

Energy Information Administration, Documentation for Emissions of Greenhouse Gases in the United States
2005, DOE/EIA-0638 (2005), October 2007, Tables 6-1, 6-2, 6-4, and 6-5.
61
U. S. Energy Information Administration, Documentation for Emissions of Greenhouse Gases in the United States
2008, DOE/EIA-0638 (2006), October 2008, Table 6-2, p. 183.
62
U.S. Environmental Protection Agency, Manufacturing Sectors: Opportunities and Challenges for
Environmentally Preferable Energy Outcomes, March 2007, p. 3-32.
63
Personal communication with Rob Neenan, California League of Food Processors.

43

7. References

Adelaja, A, 1991. “Price Changes, Supply Elasticities, Industry Organization and Dairy Output
Distribution.” American Journal of Agricultural Economics 63:89-102.
Agricultural Issues Center, University of California, various reports.
Alston, J. M., Balagtas, J. V., Sumner, D. A., Brunke, H. 2007. “Supply and Demand for
Commodity Components: Implications of Free Trade versus the AUSFTA for the U.S.
Dairy Industry.” Australian Journal of Agricultural and Resource Economics
(forthcoming).
Apland, J., Anderson, H. 1996. “Optimal Location of Processing Plants: Sector Modeling
Considerations and an Example” Review of Agricultural Economics, Vol. 18, No. 3.
(Sep., 1996):491-504.
Bergtold, Jason, Ebere Akobundu, and Everett B. Peterson. "The FAST method: Estimating
unconditional demand elasticities for processed foods in the presence of fixed effects."
Journal of Agricultural and Resource Economics (2004): 276-295.
Blisard, N., Blayney, D., Chandran, R., Allshouse, J. 1999. “Analyses of Generic Dairy
Advertising, 1984–1997.” Technical Bulletin 1873, USDA, ERS, Washington DC, 1999.
Brunke, H. and C. Stanford. 2003. Commodity Profile: Dairy Products. Agricultural Issues
Center (UC Davis) Marketing Profile, November 2003.
Brunke, H., Sumner, D. A. 2002. “Assessing the Role of NAFTA in California Agriculture: A
Review of Trends and Economic Relationships,” UC Davis Ag Issues Center Report,
November 2002.
Carter, C. A. Economics of the California Processing Tomato Market, Giannini Foundation of
Agricultural Economics, University of California.
CDFA, 2005. Milk Pricing in California, Dairy Marketing Branch, DMB-SP-101, April 1 2005.
Chavas, J. P., and R. M. Klemme, 1986. Aggregate Milk Supply Response and Investment
Behavior on U.S. Dairy Farms, American Journal of Agricultural Economics 78:55-66.
Cox, T., Chavas, J-P. 2001. “An Interregional Analysis of Price Discrimination and Domestic
Policy Reform in the U.S. Dairy Sector.” American Journal of Agricultural Economics,
83:86-106.
Dorfman, J. H., Kling, C. L., Sexton, R. J. “Confidence Intervals for Elasticities and Flexibilities:
Reevaluating the Ratios of Normals Case,” American Journal of Agricultural Economics,
Vol. 72, No. 4. (Nov., 1990):1006-1017.
Durham, C. A., Sexton, R. J. 1992. “Oligopsony Potential in Agriculture: Residual Supply
Estimation in California's Processing Tomato Market.” American Journal of Agricultural
Economics v74, No. 4 (November 1992): 962-72.
Durham, C. A., Sexton, R. J., Song, J. H. 1996. “Spatial Competition, Uniform Pricing, and
Transportation Efficiency in the California Processing Tomato Industry” American
Journal of Agricultural Economics, Vol. 78, No. 1. (Feb., 1996):115-125.
FAFRI. 1995. “Impacts of Commodity Program Elimination on the U.S. Dairy Sector.”
Working paper 4-95, Food and Agricultural Policy Research Institute, University of
Missouri-Columbia (April 1995).
Gardner, B. L. 1975. “Farm-Retail Spread in a Competitive Food Industry.” American Journal of
Agricultural Economics 57: 399-409.

44

Heien, D., Wessells, C. R. 1990. “Demand Systems Estimation with Microdata: A Censored
Regression Approach,” Journal of Business & Economic Statistics, Vol. 8, No. 3. (Jul.,
1990):365-371.
Helmberger, P., and Y. Chen, 1994. Economic Effects of U.S. Dairy Programs, Journal of
Agricultural and Resource Economics, 19: 225-38.
Huang, K.S. 1993. “A Complete System of U.S. Demand for Food.” Technical Bulletin 1821,
USDA, ERS, Washington DC, 1993.
Huang, K.S. 1996. “Nutrient Elasticities in a Complete Food Demand System.” American
Journal of Agricultural Economics 78:21-29.
Huang, S., Sexton, R. J.. 1996. “Measuring Returns to an Innovation in an Imperfectly
Competitive Market: Application to Mechanical Harvesting of Processing Tomatoes in
Taiwan.” American Journal of Agricultural Economics 78(3): 558-71.
Ippolito, R.A., Masson, R. T. 1978. “The Social Cost of Government Regulation of Milk.”
Journal of Law and Economics 21: 33-65.
Johnson, R. S., Wheeler, W. J., Christensen, L. A. 1999. “EPA’s Approach to Controlling
Pollution from Animal Feeding Operations: An Economic Analysis,” American Journal
of Agricultural Economics: Proceedings Issue 81(5): 1216-1221.
Lopez, Rigoberto A. "Political economy of U.S. sugar policies." American journal of
agricultural economics 71.1 (1989): 20-31.
Marks, Stephen V. "A reassessment of empirical evidence on the U.S. sugar program." The
Economics and Politics of World Sugar Policies (1993): 79-108.
Marsh, J. M. 1994. “Estimating Intertemporal Supply Response in the Fed Beef Market.”
American Journal of Agricultural Economics 76:444-453.
National Agricultural Statistical Service, USDA. QuickStats (Agricultural Statistics Database):
http://www.nass.usda.gov/index.asp
National Agricultural Statistical Service. 2005. Vegetables and Melons Outlook/VGS-308/April
21, 2005.
Porter, Michael E., and A. Michael Spence. "The capacity expansion process in a growing
oligopoly: the case of corn wet milling." The economics of information and uncertainty.
University of Chicago Press, 1982. 259-316.
Processing Tomato Advisory Board, various reports: http://www.ptab.org/
Ramirez, Edna C., Johnston, David B., McAloon, Andrew J., Yee, Winnie, Singh, Vijay. 2008.
“Engineering process and cost model for a conventional corn wet milling facility,”
Industrial Crops and Products, 27: 91-97.
Schmit, T.M, Kaiser, H.M. 2002. “Measuring the impacts of generic fluid milk and cheese
advertising: A time-varying parameter application.” R.B. 2002–06. Ithaca, NY:
Department of Applied Economics and Management, Cornell University.
Schmit, T.M., Kaiser, H. M. 2006. “Forecasting Fluid Milk and Cheese Demands for the Next
Decade”. Journal of Dairy Science 89: 4924-4936.
Sexton, R. 2000. “Industrialization and consolidation in the U.S. food sector: Implications for
competition and welfare.” American Journal of Agricultural Economics 82: 1087–1104.
Staiger, Douglas, Stock, James H. 1997. “Instrumental Variables Regression With Weak
Instruments.” Econometrica 65: 557-596.
Sudaryanto, Tahlim. The potential impacts of liberalized trade policies in the United States and
the European economic community on international markets for sugar. 1987.

45

U.S. Department of Commerce. Economics and Statistics Administration. U.S. Census Bureau.
2002 Economic Census of Manufacturing: Industry Series. Fruit and vegetable Canning:
2002. (December 2004), http://www.census.gov/prod/ec02/ec0231i311421t.pdf
U.S. Department of Commerce. Economics and Statistics Administration. U.S. Census Bureau.
2002 Economic Census of Manufacturing: Geographic Area Series. California: 2002.
(September 2005), http://www.census.gov/prod/ec02/ec0231aca.pdf .
World Processing Tomato Council: www.wptc.to/Releases-wptc.aspx
Yavuz, F., Zulauf, C., Schnitkey, G., Miranda, M. 1996. “A Spatial Equilibrium Analysis of
Regional Structural Change in the U.S. Dairy Industry.” Review of Agricultural
Economics, 18(4): 693-703.

46

Navigate to Table of Contents

June 24, 2016 - Electricity and Natural Gas Sectors
Public Notice for Electricity & Natural Gas Sectors Workshop
ARBCOMBO -- JUNE 24, 2016 MANDATORY GHG REPORTING AND CAP-AND-TRADE PROGRAM
ELECTRICITY SECTOR WORKSHOP

Posted: 7 June 2016 10:28:04
Date: Friday, June 24, 2016
Time: 9:30 a.m. to 3:00 p.m.
Place:

Coastal Hearing Room
CalEPA Headquarters Building
1001 I Street Sacramento, California 95814
Webcast: http://www.calepa.ca.gov/Broadcast/

Purpose of Workshop:
As announced on June 7, ARB will host a public workshop on June 24, 2016 to
continue the public process to develop potential 2016 amendments to the Mandatory
Greenhouse Gas Emissions Reporting Regulation (MRR) and Cap-and-Trade
Regulation (Regulation).
This workshop will include discussion on electricity sector GHG emissions accounting
for the AB 32 statewide target and Cap-and-Trade Program compliance obligations and
staff’s proposal for post-2020 electrical distribution utility allowance allocation. In the
first part of the workshop, staff will describe why amendments to the regulations are
being considered to ensure full GHG emissions accounting for electricity transactions in
the California Independent System Operator’s (CAISO) Energy Imbalance Market. The
second part of the workshop will include a staff update on post-2020 allowance
allocation for electrical distribution utilities.
UPDATE: Also at the workshop, staff plans to discuss allocation to legacy contract
generators without industrial counterparties, and to discuss the following emissions
exemptions: geothermal generating units and geothermal facilities, natural gas
hydrogen fuel cells, low bleed pneumatic devices, and the qualified export
adjustment for imported electricity.

Navigate to Table of Contents
New posting time for presentation slides: 1:00 pm PST on June 20, 2016, at
http://www.arb.ca.gov/cc/capandtrade/meetings/meetings.htm.
This should provide stakeholders time to review the materials and be prepared to share
comments at the workshop.
All interested stakeholders are invited to attend. A live webcast of the workshop will be
available at http://www.calepa.ca.gov/Broadcast/.
Remote participants may e-mail questions during the workshop to
coastalrm@calepa.ca.gov.
Background
Mandatory Greenhouse Gas Emissions Reporting Regulation
The Board first approved MRR in 2007, with revisions in 2010, 2012, 2013, and 2014.
The upcoming 2016 amendments will clarify and update the regulation, including
changes to support the Cap-and-Trade Program and for compliance with U.S. EPA’s
Clean Power Plan.
Cap-and-Trade Regulation
The Board first formally adopted the Regulation in October 2011, and subsequently
approved limited amendments to the Regulation in June 2012, October 2013, April
2014, September 2014, and most recently June 2015. The upcoming 2016
amendments will seek to improve Program efficiency, update the Regulation using the
latest information, and chart post-2020 implementation of the Program.
More information about ARB’s Cap-and-Trade Program is available at:
http://www.arb.ca.gov/cc/capandtrade/capandtrade.htm
Special Accommodation Request:
The following special accommodation or language needs can be provided:
• An interpreter at the meeting;
• Documents in another language or in an alternate format; and
• A disability-related reasonable accommodation.
To request these special accommodations or language needs, please contact the
Industrial Strategies Division at (916) 322-2037 as soon as possible, but no later than
10 business days before the scheduled meeting. TTY/TDD/Speech to Speech users
may dial 711 for the California Relay Service.
California is in a drought emergency.
Visit www.SaveOurH2O.org for water conservation tips.
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June 24, 2016 – Electricity and Natural Gas Sectors:
Presentation Slides
ARB Staff Presentation on Mandatory GHG Reporting and Cap-and-Trade
Program
Invited Speaker Presentation on California ISO Energy Imbalance Market GHG
Design Discussion
ARB Staff Presentation Proposed Changes to MRR
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Mandatory GHG Reporting and Cap-and-Trade Program

Mandatory GHG Reporting and
Cap-and-Trade Program Workshop
June 24, 2016

1

California Air Resources Board

Workshop Materials and Submitting
Comments
 This presentation is posted:

http://www.arb.ca.gov/cc/capandtrade/meetings/meetings.htm

 The presentation webcast is available:

http://www.calepa.ca.gov/broadcast/?BDO=1

 During this workshop, e-mail questions to:
coastalrm@calepa.ca.gov

2

California Air Resources Board
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Workshop Agenda
 Introduction
 Electricity GHG Accounting
 ARB GHG accounting background
 ARB existing regulatory requirements
 CAISO EIM
 ARB proposed regulatory changes

 Post-2020 Allocation to EDUs
 Legacy contract allocation
 Allocation for Waste-To-Energy and LNG

 Compliance Obligation Exemptions
 Qualified Export Adjustment
3

California Air Resources Board

GHG Accounting Background
 AB 32: “Statewide GHG emissions” means the total
annual GHG emissions in the state, including all
GHG emissions from the generation of electricity
delivered to and consumed in California,
accounting for transmission and distribution lines
losses, whether that electricity is generated in state
or imported.
 Statewide GHG Inventory
 2020 Statewide Target
 Scope in Cap-and-Trade Program
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Emissions Reporting for Electricity Generation
 California power plants must submit emissions and
other data to the ARB under MRR
 Report fuel use (by fuel type), emissions, electricity
generated, and thermal output (if applicable)
 All power plants must calculate and report CO2,
CH4, and N2O
 Biogenic emissions are separately identified and reported

 Calculate emissions using one of the following:
 A fuel-based estimation method (Fuel Use x Fuel Characteristic
Data x Emission Factor)
 Continuous Emissions Monitoring System (CEMS) that meets all MRR
specifications (for CO2)
 A steam-based method may be used for municipal solid waste or
solid biomass fuels
5

Emissions Reporting for Imported Electricity
 Under AB 32, ARB must account for emissions from
imported electricity generated out-of-state to serve
California load
 Electricity importers must report physical delivery of
electricity by generation source
 Imported electricity reported as either specified or
unspecified
 Allows ARB to account for emissions profile of imported
electricity by fuel type of generation source
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Specified vs. Unspecified Imports
 Specified Source Imports
 Importer must own, operate, or contract for the power
 Must be directly delivered to California from the source
 Power must be specified when parties agree to deal
 Unspecified power cannot be resold as specified power
 Report the lesser of power generated or scheduled (with certain
exceptions)

 Unspecified Imports
 Generation source not specified when parties agree to deal
 Power that does not meet specified source requirements
 Unspecified emission factor captures emissions impact from
“marginal” source in western power markets

7

Treatment of EIM Imports in the
Cap-and-Trade Regulation
 Electricity imported through the CAISO EIM currently
incurs a compliance obligation, as follows:
 Point of regulation is the EIM Participating Resource
Scheduling Coordinator
 Imported electricity is defined to include dispatches
designated by the CAISO’s optimization model as
electricity imported to serve retail customers’ load
located in the state of California.
 Currently being reported as specified power from
participating resources identified by model
8

California Air Resources Board
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Energy Imbalance Market GHG Design Discussion

Aligning ARB GHG Accounting Policy
and EIM
 EIM model optimizes resources based on economic bids,
including “greenhouse gas bid adders” submitted by EIM
participating resource scheduling coordinators open to serving
CA load
 EIM optimization results may not in all cases report full GHG
burden experienced by the atmosphere as a consequence of
electricity consumed in CA
 ARB and CAISO staff coordinating to ensure ARB GHG
accounting policy is accurately implemented to ensure only
real GHG emissions changes are quantified and assessed for
achieving progress towards the AB 32 goals, including 2020
target, and a compliance obligation in the Cap-and-Trade
Program
9

California Air Resources Board

Energy Imbalance Market GHG Design
Discussion
Don Tretheway
Sr. Advisor, Market Design and Regulatory Policy
June 24, 2016

ISO Confidential

Pre-decisional: For Discussion Purposes Only
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Topic – Accounting for atmospheric effects of least
cost dispatch
• Least cost dispatch can have effect of sending low
emitting resources to CAISO, while not accounting for
secondary dispatch of other resource to serve external
demand.
• Least cost dispatch can result in avoided curtailment of
CAISO renewables by displacing emitting resource to
serve external demand.
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For Discussion Purposes Only
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All EIM balancing authority areas are balanced prior to
the start of the EIM operating hour

PACW

L = 2000
G = 1800
G1 = 200

L = 4400
G = 4400
G3 = 0

PACE

CISO

L = 21500
G = 21500

L = 3300
G = 3300
G2 = 0

NEVP

EIM Transfer Limits
Pre-decisional:
For Discussion Purposes Only
ISO Confidential

Slides Overview

Slide 12

Navigate to Table of Contents

Least cost dispatch to serve load across EIM area.
Primary dispatch and GHG awards are aligned

PACW

L = 2000
G = 1800
G1 = 200

CISO

L = 21500
G = 21300

200

L = 4400
G = 4400
G3 = 0

PACE

L = 3300
G = 3300
G2 = 200

NEVP

G2 receives 200 MW incremental primary dispatch
G2 receives 200 MW GHG obligation
200 MW transfer from NEVP to CISO
Pre-decisional:
For Discussion Purposes Only
ISO Confidential
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Least cost dispatch to serve load across EIM area.
Primary dispatch with “secondary” dispatch because G1 (Hydro) bids
lower GHG adder than G3 (Gas) in PACE

PACW

L = 2000
G = 1800
G1=200to200

200

L = 4400
G = 4400
G3 = 0 to 200

PACE

L = 3300
G = 3300
G2 = 0

NEVP

200

CISO

L = 21500
G = 21300

G1 receives 200 MW primary dispatch & GHG obligation at resource’s emission rate
G3 receives 200 MW incremental secondary dispatch
200 MW transfer from PACW to CISO
Pre-decisional:
For Discussion Purposes Only
ISO Confidential
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Least cost dispatch to serve load across EIM area.
Primary dispatch with “secondary” dispatch because G1 (Hydro) bids
lower GHG adder than G2 (Gas) in NEVP

PACW

L = 2000
G = 1800
G1=200to200

L = 4400
G = 4400
G3 = 0

PACE

L = 3300
G = 3300
G2 = 0 to 200

NEVP

200 200

CISO

200

L = 21500
G = 21300

G1 receives 200 MW primary dispatch & GHG obligation at resource’s emission rate
G2 receives 200 MW incremental secondary dispatch
200 MW transfer from NEVP to CISO
Pre-decisional:
For Discussion Purposes Only
ISO Confidential
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Least cost dispatch to serve load across EIM area.
Primary dispatch with “secondary” dispatch for GHG because G2 did
not submit a GHG bid

PACW

L = 2000
G = 1800
G1=200to200

L = 4400
G = 4400
G3 = 0

PACE

L = 3300
G = 3300
G2 = 0 to 200

NEVP

200 200

CISO

L = 21500
G = 21300

200

G1 receives 200 MW primary dispatch & GHG obligation at resource’s emission rate
G2 receives 200 MW incremental secondary dispatch
200 MW transfer from NEVP to CISO
Pre-decisional:
For Discussion Purposes Only
ISO Confidential
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Several options have been considered to enable
CARB to account for secondary dispatch (1 of 2)
1. Calculate emissions of secondary dispatch and assign
GHG obligation to CAISO load imbalances
2. Require a minimum GHG bid for low emitting resources
using the system emission rate
3. Create a hurdle rate using system emission rate for EIM
transfers into ISO

Legal/regulatory and market inefficiency impacts of options need evaluation
Pre-decisional:
For Discussion Purposes Only
ISO Confidential

Slide 17

Several options have been considered to enable
CARB to account for secondary dispatch (2 of 2)
4. Adjust the caps down or retire GHG allowances by the
amount of estimated secondary dispatch effects
5. Ensure dispatch and accounting considers other costs
such that lower cost but higher emitting resource gets
allocated to support transfer to CA
6. Have CAISO become a regulated party and any
obligations based on system or asset controlling
supplier rate

Legal/regulatory and market inefficiency impacts of options need evaluation
Pre-decisional:
For Discussion Purposes Only
ISO Confidential
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Option 1
Assume G1 (Hydro) bidding GHG less than G2 (Gas) or no GHG bid
from G2

PACW

L = 2000
G = 1800
G1=200to200

L = 4400
G = 4400
G3 = 0

PACE

L = 3300
G = 3300
G2 = 0 to 200

NEVP

200 200

CISO

200

L = 21500
G = 21300

G1 primary dispatch receives 200 MW GHG obligation at resource’s emission rate
G2 receives 200 MW secondary dispatch
CAISO load receives 200 MW GHG obligation at system emission rate
200 MW
transfer
from NEVP
toOnly
CISO
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Option 2
Assume G1 (Hydro) bidding GHG less than G2 (Gas) or no GHG bid
from G2

PACW

L = 2000
G = 1800
G1=200to200

L = 4400
G = 4400
G3 = 0

PACE

L = 3300
G = 3300
G2 = 0 to 200

NEVP

200 200

CISO

L = 21500
G = 21300

200

G1 receives 200 MW primary dispatch & GHG obligation at system emission rate
G2 receives 200 MW incremental dispatch
200 MW transfer from NEVP to CISO
Pre-decisional:
For Discussion Purposes Only
ISO Confidential
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Option 3a
Assume G1 (Hydro) bidding GHG less than G2 (Gas)

PACW

L = 2000
G = 1800
G1=200to200

L = 4400
G = 4400
G3 = 0

PACE

L = 3300
G = 3300
G2 = 0 to 200

NEVP

200 200

CISO

200

L = 21500
G = 21300

G1 receives 200 MW primary dispatch & GHG obligation at resource’s emission rate
G2 receives 200 MW secondary dispatch & GHG obligation at resource’s emission rate
200 MW transfer from NEVP to CISO
Pre-decisional:
For Discussion Purposes Only
ISO Confidential
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Option 3b
Assume no GHG bid from G2

PACW

L = 2000
G = 1800
G1=200to200

L = 4400
G = 4400
G3 = 0

PACE

L = 3300
G = 3300
G2 = 0 to 200

NEVP

200 200

CISO

L = 21500
G = 21300

200

G1 receives 200 MW primary dispatch & GHG obligation at resource’s emission rate
G2 receives 200 MW secondary dispatch
Uplift cost collected from CAISO load, but no resource to give GHG obligation
200 MW
transfer
from NEVP
toOnly
CISO
Slide 22
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For Discussion
Purposes
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Proposed Changes to MRR

ARB Proposed Changes to MRROption 1
 CAISO provides following information concerning EIM
transfers to serve CA load:
 Total EIM transfers (MWh) to serve California load
 Calculation of total EIM dispatch emissions associated with EIM
transfer serving CA load
o Options on emission factor (unspecified or system factor) * Total
EIM transfers serving California load
 Entities meeting CA imbalances from EIM transfers and annual
quantity MWh

 Remaining emissions not accounted for in EIM “deemed
delivered”
 Remaining emissions = Total EIM dispatch emissions –
deemed delivered emissions
23

California Air Resources Board

ARB Proposed Changes to Cap-andTrade Regulation – Option 1
 Entities meeting CA imbalances from EIM
transfers assigned compliance obligation
 Entities meeting CA imbalances from EIM
transfers compliance obligation = (Entity EIM
meeting CA imbalances from EIM transfers/total
CA EIM transfers serving CA imbalances) *
Remaining Emissions

24
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Next Steps
 If adopted, all regulatory amendments would take
effect beginning in 2018
 Early July 2016: release MRR and Cap-and-Trade
Regulations for formal comment period
 September 2016: first of two board hearings on
regulations
 September 2016 - February 2017: continued
discussions with stakeholders and CAISO to finalize
proposal and/or explore alternatives
 ARB would work with CAISO on any potential
necessary tariff amendments
25

California Air Resources Board

Allocation to Electrical Distribution
Utilities (EDU)
 Current Methodology for 2013-2020 allocation
 Proposal from March 29 workshop
 Changes in expectations for load and resources
since EDU allocation was first calculated in 2010
 Updates to the post-2020 EDU allocation proposal

26

California Air Resources Board
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2013-2020 EDU
Allocation Methodology
 Based primarily on “cost burden”
 Estimated emissions from resources to serve load
 Load amounts and resources reported to CEC on 2009 S-2
forms and data from CEC’s demand forecast were the
basis of the original allocation

 Early action credit for RPS-eligible generation from
2007-2011 (<5% of total allocation)
 Energy efficiency recognition for ~1% of total
allocation

27

March 29 Workshop Proposal:
Post-2020 EDU Allocation (1 of 2)
 Continue EDU allocation through 2030 based on
compliance obligation associated with supplied
electricity
 For EDU sector allocation, subtract out emissions associated
with electricity sold to industrial covered entities
ɔ Current EDU sector allocation = 97.7 million allowances × c
ɔ Post-2020 EDU sector allocation =
(97.7 million – industrial sector electricity emissions) × c

 For EDU-level allocation, use 2020 allocations with an
adjustment for utility-specific industrial emissions as the
starting point, but account for planned changes in electricity
sources (e.g., planned coal divestiture, availability of nuclear
resources)
28

California Air Resources Board
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March 29 Workshop Proposal:
Post-2020 EDU Allocation (2 of 2)
 Continue EDU consignment provisions (100% auction
consignment for IOUs, optional consignment for POUs)
 Evidence-based allocation for increased electrification
 Staff requested feedback on appropriate data sources
and methodologies to use to:
 Project post-2020 industrial sector purchased electricity
emissions
 Calculate EDU-level allocation
 Quantify and verify increased load due to electrification

29

California Air Resources Board

Changes in the Electric Sector
Since the 2010 Allocation
 Staff analyzed data from the 2015 S-2s and CEC
Demand Forecast
 CEC Demand Forecast now projects a 0.4% annual decrease
in statewide load from 2014-2026 compared to a 1.2% increase
projected in 2009 from 2010 to 2020.
 17 EDUs accounting for over 75% of retail sales now project
2020 loads 20% to 40% lower than 2009 projections.

 Conclusion: 2015 S-2s provide a more accurate estimate
of 2020 load, and 2015 S-2s provide more accurate
information on resource types (e.g., 2020 projections
reflect retirement of most coal power plants).

30
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Updates to the Post-2020
EDU Allocation Proposal
 Staff are considering two variations of updates to the
methodology discussed in the March workshop. Both use 2020
load projections from the 2015 S-2s as the starting point for EDUs
that reported under S-2s, and EDU-specific 2020 load
information from other EDUs
 Both methodologies include adjustments for industrial covered
entities and for retirement of Intermountain Power Plant (IPP)
 Use MRR data for industrial covered entity electricity purchases and reduce
to account for cap decline
 Use 2015 S-2 data for 2018-2020 for IPP purchases, reduced by cap
adjustment factor. Adjust allocation after IPP retirement in 2025 for those
EDUs with IPP contracts.

 The two methodologies differ in their assumptions about RPS
compliance
31

Revised EDU Allocation Proposal #1: Updated
Load Estimates, Assume 32% RPS in 2020
 Assume that all EDUs meet the same 2020 32% RPS
requirement used in the original allocation
 After subtracting zero-emission (including RPS) and coal
power from load, assume residual load is met by natural
gas power
 Calif. marginal NG emission factor = 0.4354 MTCO2e/MWh

 Allocation continues to decline each year each year by
cap adjustment factor
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Revised EDU Allocation Proposal #2: Updated
Load Estimates, Assume 28% RPS in 2020
 Assume that all EDUs meet a reduced RPS requirement in
2020
 Instead of 32%, assume 28% RPS
 Accounts for 15% maximum Category 2 RECs

 After subtracting zero-emission (including RPS) and coal
power from load, assume residual is natural gas power
 Calif. marginal NG emission factor = 0.4354 MTCO2e/MWh

 Allocation continues to decline each year by cap
adjustment factor
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Legacy Contract Allowance
Allocation under Current Regulation
 Legacy contract generators with industrial counterparties can
apply for legacy contract assistance for the duration of the
contract
 Allocation amount calculated using previous year’s data,
and is trued up to account for changes in energy output
 Allocation amount is subtracted from industrial
counterparties that are covered entities in the Cap-andTrade Program
 For legacy contract generators with industrial counterparties,
legacy contract assistance is not provided after 2017
 Allocation amount calculated using historical data
 For all legacy contract generators, application deadline is
September 2
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Proposed Amendments to Legacy
Contract Allowance Allocation
 No calculation change for legacy contract generators with
industrial counterparties, but application date would move
from September 1 to June 1
 Legacy contract generators with EDU counterparties would be
treated like those with industrial counterparties
 Can apply for assistance through the length of the contract
 Amount calculated based on previous year’s data (includes trueup starting in 2020 for 2018 emissions)
 Allowances allocated to these generators are subtracted from
their EDU counterparties

 Proposed application date for legacy contract generators with
EDU counterparties: October 15, 2017 for vintage 2018
allocation, June 1 in subsequent years.
35

Allowance Allocation for WTE and LNG
 Staff proposes to extend allocation to waste-to-energy
facilities through the second compliance period to
incentivize waste diversion.
 Staff proposes to allocate allowances to liquefied natural
gas suppliers for the second compliance period to
address the potential for emissions leakage.
 Leakage is possible due to a mismatch in the point of
regulation between MRR and the Cap-and-Trade Regulation
 Staff proposes to fix the point of regulation so that there’s no
potential for leakage starting in 2018
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Remove Certain Compliance
Obligation Exemptions
 Staff proposes to remove the following source categories from the list of
emissions without a compliance obligation:
 Geothermal generating units and geothermal facilities
 Natural gas hydrogen fuel cells
 Continuous-bleed pneumatic devices starting in 2019 (exemption for
intermittent-bleed pneumatic devices will continue)
 The GHG emissions from these sources have the same climate change impacts
as emissions from other sources; deleting this exemptions ensures that facilities
are treated equally under the Program.
Emissions in First Compliance
Period (MTCO2e)

Source
Geothermal generating units and geothermal facilities
Natural gas hydrogen fuel cells

1,688,000
8,000

Low-bleed pneumatic devices

185,000
37
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Overview of Qualified Export (QE) Adjustment
 The QE adjustment may be applied for a MWh of
electricity that is exported out of CA in the same hour as a
MWh of electricity imported into CA by the same EPE
 Applied as an adjustment to the compliance obligation

 Intent was to recognize simultaneous exchange power
agreements
 In 2010, staff agreed to include the QE adjustment but
determined to monitor and analyze the effects of the QE
adjustment on the power market to monitor gaming and
leakage
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Trends in the QE Adjustment Claims
 Total Covered Emissions have trended down, while the QE
Adjustment has increased over time

39

Evaluation of the QE Adjustment
 QE adjustment claims not explicitly tied to simultaneous
exchanges, with broader than expected use
 EPEs not currently required to provide evidence that a simultaneous
exchange agreement is in place or whether the combined import
and export is a reasonable representation of a wheel

 Scheduling practice changes designed to maximize
the QE adjustment do not result in actual emissions
reductions
 Current staff thinking is to remove QE Adjustment to
ensure compliance obligation accurately represents
imported electricity emissions

40

Slides Overview

Navigate to Table of Contents

Additional Information
 Mandatory Greenhouse Gas Reporting Program:
http://www.arb.ca.gov/cc/reporting/ghg-rep/ghg-rep.htm

 Cap-and-Trade Program:

http://www.arb.ca.gov/cc/capandtrade/capandtrade.htm

 Email questions and comments to:
coastalrm@calepa.ca.gov
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Comments and Materials Received Between Workshop and Official Regulatory
Comment Periods

Proposed Language for 2016 Cap and Trade Regulation
Amendments
June 9, 2016
Thank you for the opportunity to provide comments for the 2016 Cap and Trade Regulation
Amendments. Ag Methane Advisors helps dairies around the country reduce their methane
emissions, including supporting digesters that participate in CARB's C&T program.
We support the work of CARB to help ensure that offset projects meet local, regional, and
national environmental and health and safety laws and regulations. We understand that the
intent of Section 95973(b) of the current C&T regulation to is to prevent CARB compliance
offset projects that have project activities with adverse environmental and health and safety
consequences from being rewarded for those activities through the generation of offset
credits. Dairy producers across the country, and California in particular, operate within an
extremely complex regulatory structure. Many of the associated regulations have no direct
bearing on the GHG and other great benefits provided by livestock anaerobic digestion
projects.
We respect this intent and agree that it is necessary and valuable. The current language in
95973(b), however, is broad and potentially could be interpreted to penalize good projects for
an entire year in instances where regulatory compliance issues have no material adverse
impact, no direct relationship to the project, and/or are of limited duration.
This document proposes DRAFT language related to regulatory compliance of carbon offset
projects (livestock anaerobic digestion project in particular) for CARB staff and Board to
consider integrating into the amendment process.
CARB can use the following criteria to simultaneously test regulatory compliance in a practical
and reasonable way that avoids rewarding projects, which have adverse impacts and
recognizes projects that are diligent in their regulatory compliance:
1. Causation: Regulatory violations should only impact issuance of ARB offset credits if they
were caused by project related activities. If project activities did not cause the violation
they are not “directly applicable”. For example, post digestion manure is usually stored in
an effluent pond. From there manure is eventually land applied. A manure spill that
occurs downstream of the effluent pond during land application would not be caused by
operation of the anaerobic digestion project. Any farm managing manure whether there
is a digester present or not could have a manure spill.
2. Scope of Project Activities: The above principle of causation appropriately limits the
scope of Project Activities that are “directly applicable” to the project. For livestock
anaerobic digestion projects, Project Activities can be interpreted as those associated with
802.870.0847 | info@agmethaneadvisors.com | 113 Church St, Burlington, VT 05401

manure collection and disposal, and methane collection and destruction. Furthermore,
CARB can interpret manure disposal from the project as occurring in the post digestion
effluent pond. Manure land application activities not caused by project activities should
not be considered directly applicable to the project.
3. Material adverse impact: Only violations which result in material adverse environmental
impacts should have issuance of ARB offset credits denied. Administrative violations and
violations which do not result in material adverse environmental impacts should not
prevent issuance of ARB offset credits.
4. Limited duration of violations: Only penalize projects by preventing the creation of
credits for the duration of the actual regulatory non-compliance. Projects that have a noncompliance of limited duration (i.e. a number of hours, days, or weeks) should be allowed
to create credits for the period of the reporting period during which they were in
compliance with all environmental and health and safety regulations.
Therefore we propose that 95973(b) of the regulation be amended as follows:
…an offset project must also fulfill all local, regional, and national environmental and health
and safety laws and regulations that apply based on the offset project location and that
directly apply to the offset project, including as specified in a Compliance Offset Protocol.
The project is out of regulatory compliance if the project activities caused material adverse
environmental or health and safety impacts and were subject to enforcement action by a
regulatory oversight body during the Reporting Period. Administrative non-compliance and
non-compliance that has no material adverse environmental or health and safety impact will
not prevent an offset project from receiving ARB or registry offset credits for GHG reductions
and GHG removal enhancements. An offset project is not eligible to receive ARB or registry
offset credits for GHG reductions or GHG removal enhancements for the portion of the
Reporting Period during which the offset project is out of regulatory compliance requirements
directly applicable to the offset project during the Reporting Period. The ineligible portion of
the Reporting Period is limited to the duration of time that a project is out of regulatory
compliance. Regulatory non-compliance with requirements not directly applicable to an
offset project shall not render a project out of regulatory compliance. Requirements relating
to the removal, transport or land spreading of manure is not directly applicable to Compliance
Offset Protocol Livestock Projects if the methane destruction associated with the project has
occurred prior to such removal, transport or land spreading.
We look forward to working with CARB to specify the current language. Together we are
confident that the program can ensure complaint projects and we can avoid substantially
hindering projects that reduce GHGs and provide beneficial economic, energy and
environmental outcomes.
Thank you for your consideration of this proposed language.

Patrick Wood, General Manager,
Ag Methane Advisors
802.870.0847 | info@agmethaneadvisors.com | 113 Church St, Burlington, VT 05401
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Overview of a Typical Verification



Timeline of MRR Report Verification
◦
◦
◦
◦



Data Collection Process
Data Reporting Process
Verification Planning/Preparation
Verification Process

Measurement-related Recommendations
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A Typical Report for a Major Facility includes:
◦ Data pulled from hundreds of data sources
◦ Emissions reported for tens to hundreds of sources



Most companies submit reports for multiple facilities



Most companies hire one (1) verifier to review all
affected facility reports
◦ In many cases, a given verifier also works with several companies
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•Meter data compiled (3 weeks)
January

•Inspection records compiled and reviewed (1week)
•Financial Invoices and Field Data Compiled (1 week)

February







•Cal e-GGRT Available (~ mid-Feb)
•Emission Calculations Begin (after Cal e-GGRT available)

Meter data, especially December, not available until midJanuary
Typically, data quality, instrumentation inspection/calibration
records are re-reviewed
Financial invoices (electricity, natural gas, etc) are not typically
available until early February for month of December
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•Financial Invoices and Field Data Compiled (1 week)
February

•Cal e-GGRT Available (~ mid-Feb)
•Emission Calculations Begin (after Cal e-GGRT available)
•Emissions Calculated and QC’d (2 weeks)

March

•Data uploaded into Cal e-GGRT (2 weeks)
•Data uploaded into EPA e-GGRT (1 week)
•Final ARB guidance reviewed and reports adjusted accordingly
•Reports Submitted (April 10th)

April

•Monitoring Plans and SOPs updated for guidance or Ops changes (1-2 weeks)
•Calculation spreadsheets formatted to ease review (2-3 day)



Cal e-GGRT is made available in mid February







Before this, a given facility will not know what exact data needs to be reported and in which
format
Every year there are changes in the data requested and/or the format it must be reported in
(Examples include COI data)

To ensure accurate GHG data, it must be compiled and undergo multiple layers of
review
ARB has consistently made changes to guidance documents through the
beginning of April
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•Final ARB guidance reviewed and reports adjusted accordingly
•Reports Submitted (April 10th)
April

•Monitoring Plans and SOPs updated for guidance or Ops changes (1-2 weeks)
•Calculation spreadsheets formatted to ease review (2-3 day)

•Calculation spreadsheets and monitoring plan sent to verifier (sent usually in early May)
May

•Verifier prepares Sample Plan (1-2 weeks)
•Verifier site visits scheduled and facilities coordinate meeting with on-site personnel (1-2 weeks)



Monitoring Plans updated right after report submittal





To include changes in ARB guidance or changes that might have occurred at the end of the
year

Organize data and back-up information to facilitate the verifiers review
Verifier reviews data to prepare the sampling plan and site visit agenda. Facilities
must schedule site visits based on verifier and key staff availability



Scheduling of a site visit can take weeks with multiple facilities and plant tours, and may be
changed or adjusted; safety training may be required
The verifier procurement process also requires time
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•On-site visit at all facilities occur (can occur in June/July depending on verifier schedule)

June

•Verifier follow-up questions begin

July

•Correctable errors identified by verifiers and discussed with facility (1-2 weeks)

•More Follow-up questions (1-2 weeks)

•Correctable errors are resolved (1 week)

August



Site visits may require 3-4 days per facility




Most verifiers are only able to conduct a few site visits at a given time

Verifiers typically have several questions after the site visit due to:






•Verification reports and statements finalized (1 week)
•Verification finalized (by Sept 1 st)

Questions regarding potential differences with other similar facilities
ARB guidance given during verification may require significant iterative questions
Data issues that evolve after the site visit

When verifying several facilities at once, a verifier usually requires a few weeks to
identify all correctable errors


Resolving most correctable errors requires reviewing multiple sets of data and/or making
several updates to data
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•Meter data compiled (3 weeks)
January

•Inspection records compiled and reviewed (1week)
•Financial Invoices and Field Data Compiled (1 week)

February

•Cal e-GGRT Available (~ mid-Feb)
•Emission Calculations Begin (after Cal e-GGRT available)
•Emissions Calculated and QC’d (2 weeks)

March

•Data uploaded into Cal e-GGRT (2 weeks)
•Data uploaded into EPA e-GGRT (1 week)
•Final ARB guidance reviewed and reports adjusted accordingly
•Reports Submitted (April 10th)

April

•Monitoring Plans and SOPs updated for guidance or Ops changes (1-2 weeks)
•Calculation spreadsheets formatted to ease review (2-3 day)
•Calculation spreadsheets and monitoring plan sent to verifier (sent usually in early May)

May

•Verifier prepares Sample Plan (1-2 weeks)
•Verifier site visits scheduled and facilities coordinate meeting with on-site personnel (1-2 weeks)

•On-site visit at all facilities occur (can occur in June/July depending on verifier schedule)
June

•Verifier follow-up questions begin
•More Follow-up questions (1-2 weeks)

July

•Correctable errors identified by verifiers and discussed with facility (1-2 weeks)
•Correctable errors are resolved (1 week)

August

•Verification reports and statements finalized (1 week)
•Verification finalized (by Sept 1st)

Note: The timeline represents approximate workload for each step.
The actual time may vary by complexity and facility
8



Conflict of Interest (COI) requirements eliminate a lot of potential verifiers




WSPA member companies, as a general rule, require verifiers with:








Enough staff to do the work
Multiple Lead Verifiers certified under “Transactions” AND “Oil and Gas”
Sophisticated enough to meet several procurement requirements (insurance, safety practices,
etc.)
Experience working with a reasonably sized, similar type facility

The above criteria results in the following:





WSPA member companies work with MANY of the companies that are qualified verifiers

A given WSPA member company may only have 2-6 qualified verifiers to pick from
Delays in the contracting process may occur since WSPA members want to be sure that qualified
verifiers are knowledgeable and experienced.

Verifier work scope usually not finalized until after April 10th because the requirements
can change depending on ARB guidance or rulemaking
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Verification Recommendations


The September 1 verification deadline is the minimum time required.



Implications of an August 1 due date include:
◦ Verification quality could be impacted on key tasks
 site visits and data checks
 correctable errors
 ARB iterative guidance

◦ C&T allocations could be impacted by more report issues
◦ ARB will be tasked with addressing correctable errors

10

Measurement-Related Recommendations
 Internal Component (e.g. orifice plate) Inspection
• Amend regulation to require inspection at the same frequency as EPA MRR 98.34(b)(1)(iii),
(iv), & (v) during maintenance cycles; reduces need for extension requests
 Alternative Methods
• Amend regulation to allow use without ARB review/approval (as reflected in monitoring plan
and subject to verifier review). Allow use of temporary method for full 365 days
 Missing Data Provisions for CWB
• Amend regulation adding provision for use of missing data for CWB, consistent with similar
provision for missing data for emissions (using worst case minimums instead of maximums, or
a sliding penalty of 10%, 20%, and then 100% deduction)
 Calibration Requirements
• Amend guidance document so that field transmitter calibration satisfies requirement without
orifice plate inspection. Other programs such as SCAQMD’s RECLAIM accept this practice
 Methodology Changes
• Changes in methodology should be allowed for the reporting year as long as this
methodology change is made prior to report submission (April 10 of the year following the
reporting year)
 Regulations and Guidance Document
• Should not introduce new requirements beyond what is in regulation or require retroactive
action
11

Unnecessary Reporting Concerns
WSPA supports elimination of unnecessary reporting requirements
 Finished Products for Allocation: No longer used by ARB
 Primary Refinery Products: Not used for allowance allocation or fee assessment
purposes
 Atomic Hydrogen and Energy Intensity Index (EII) Reporting Requirements: Such data
should be gathered by non-regulatory means
 Additional Schematics and Drawings
 Hydrogen Purchase and Sale
 By-product Hydrogen

 Fuel Export Data: Exported fuels, marine fuels, and aviation fuels are not regulated
under the C&T program and, thus, have no place in ARB’s database

12
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Industry Assistance
Post-2020 Cap Setting
Price Cap
Offsets
APCR
Post-2020 Allocation of
Purchased/Obtained Electricity

14



Market and economic circumstances remain essentially unchanged
o Only one linked jurisdiction
o No comparable programs in other jurisdictions to level playing field



No bearing on GHG emission reductions
o “An allowance auction is not necessary to meet the AB 32 goal of reducing GHG emissions
statewide to 1990 levels by 2020.” (Legislative Analyst’s Office letter to Assembly member
Henry Perea, August 17, 2012)



100% IAF should be extended into third compliance period
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WSPA supports ARB’s proposed Option 1 - set cap to 1990
emissions baseline
WSPA opposes Option 2 - arbitrary cap reset below 1990 emissions
levels
o EO B-30-15 specifies 40% below 1990 levels by 2030
o Starting at lower level would reduce volume of allowances in constrained market
o Option 2 would undermine cost containment features, including banking



ARB should consider back-end-loaded approach
o Allows more time to develop cost-effective technologies and projects
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Current regulation lacks mechanism to address spikes in demand
during periods of market stress
ARB should set maximum price at which it would sell additional
allowances
o Prevent potential market disruption
o Reduce possibility of market volatility through possible market manipulation



Market experts support a price cap
o Emissions Market Assessment Committee
o Market Simulation Group
o Others
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Greater need as cap declines, market becomes more constrained
o Current under-use is misleading - due to complexity of requirements, lack of confidence in
offset market
o ARB forecasting supply shortage for third compliance period
o Stakeholder objections based on concerns about localized criteria and toxics emissions - Cap
and Trade is wrong program to address these issues



ARB should expand offset opportunities, not retain current
restrictions
o Double 8% use limit, relax other restrictions



WSPA supports ARB’s proposals for sector-based offsets with
modifications
o Allow nested project crediting
o Use existing third-party programs and standards
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WSPA supports reducing volume of allowances diverted to APCR
and/or return of unused allowances to market
o Establish volume of allowances needed in APCR
o Index APCR price escalation to rate of inflation – support ARB proposals to eliminate 5%
annual increase and collapse price tiers
o Include process to address depletion of APCR - consider alternatives to restocking (e.g.,
purchase of offsets above quantitative use limit)



WSPA opposes early retirement of allowances in APCR
o Unauthorized reduction of the cap
o Would create uncertainty and decrease market confidence, participation
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WSPA supports transfer of responsibility from CPUC to ARB for
direct allocation to industrial entities.
WSPA supports equitable refund treatment for entities that obtain
power from IOUs, POUs and third parties.

20

Navigate to Table of Contents

Comment Overview

Navigate to Table of Contents

Comment Overview

Navigate to Table of Contents

Comment Overview

Navigate to Table of Contents

Western States Petroleum Association
Credible Solutions • Responsive Service • Since 1907
Catherine H. Reheis-Boyd
President

February 11, 2016
Sara Nichols
Air Pollution Specialist
California Air Resources Control Board
1001 I Street
Sacramento, CA 95814
Re:

WSPA comments on Thermal White Paper

Dear Ms. Nichols,
WSPA appreciates the opportunity to respond to the questions raised in the Air Resources Board
(ARB) “Preliminary Assessment of the Need for Clarification for the Reporting of Covered Product
Data for Petroleum and Natural Gas” (herein referred to as “the White Paper”), dated December 11,
2015.
The White Paper notes that variability exists in the reporting and metering methods used for thermal
enhanced oil recovery (EOR) and non-thermal EOR covered product data under its Mandatory
Reporting Regulation (MRR). ARB also presented certain alternative methods for quantifying thermal
and non-thermal EOR (as presented in Section 3 - Hypothetical Examples of Reporting of Thermal
EOR and Non-Thermal EOR Covered Product Data and Associated Monitoring Methods of the White
Paper). Although the methods presented in the White Paper are generally correct, WSPA believes that
the White Paper oversimplifies thermal enhanced oil recovery principles. The scenarios presented by
ARB do not fully capture the basic tenets of heat transfer for thermal EOR, depicting only that of heat
convection and not the recognized additional GHG emissions reducing benefit of heat transfer by
conduction between producing zones.
Oil and gas production operations vary in intricacy due to size, geology, historical reservoir
development approaches, the complexity of operations, and company practices. It is common to see
such variations even among a single operator’s various operating fields. As such, variability in
reporting and metering methods is to be expected. WSPA believes that an operator may appropriately
use any one or more of the methods described in the White paper to reflect scenarios that occur in their
unique, facility-level operations and be in compliance with ARB’s MRR program.
1415 L Street, Suite 600, Sacramento, California 95814
(916) 498-7752  Fax: (916) 444-5745  Cell: (916) 835-0450
cathy@wspa.org  www.wspa.org
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Summary of WSPA Recommendations:
•

WSPA supports the current definitions of thermal and non-thermal EOR and does not believe
that ARB needs to modify the definitions.

•

Reporting thermal/non-thermal EOR product is complex due to the many variations that exist
among operations. The reporting method(s) used by a company reflect that company’s
operations. Mandating specific reporting methods could lead to inaccurate reporting of thermal
and non-thermal EOR.

•

For this reason, WSPA recommends that ARB provide guidance on acceptable reporting
methods rather than mandate a single method for all reporting entities that may not be
reflective of most companies’ operations.

Thank you for your consideration of WSPA’s comments. If you have any questions, please contact me
at this office, or Jenifer Pitcher of my staff at (661)321-0884 or email: jpitcher@wspa.org.
Sincerely,

1415 L Street, Suite 600, Sacramento, California 95814
(916) 498-7752  Fax: (916) 444-5745  Cell: (916) 835-0450
cathy@wspa.org  www.wspa.org
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WSPA Comments
ARB Preliminary Assessment of the Need for Clarification for the Reporting of Covered
Product Data for Petroleum and Natural Gas

Section 4, Question 1 - Definition of “thermal enhanced oil recovery” or “thermal EOR”
ARB is looking for the best way to clarify the definition of “thermal EOR.” What is an appropriate
way to clarify what is meant by “thermal EOR” as it pertains to covered product data? What
additional and/or more specific information should ARB provide regarding the definition?
WSPA believes that the current definition of thermal EOR is, and has been sufficiently clear in both
the MRR and Cap & Trade regulations and requires no further clarification. The definition focuses on
the “use of the process of steam injection” (regardless of the methods of steam injection) as a qualifier
for thermal EOR classification. It allows companies to utilize existing and emerging methods of steam
injection to enhance oil recovery.
WSPA supports the current definition and recommends that ARB not change the definition of thermal
EOR.
Section 4, Question 2 - Hypothetical Examples and Other Considerations
In Section 3 above, staff presents hypothetical examples of the variation that might exist among
entities that report thermal EOR and non-thermal EOR covered product data and the associated
metering methods. Staff is seeking input on the following questions related to the reporting of
upstream oil and associated gas covered product data:
a. How does your facility define and quantify thermal EOR and non-thermal EOR production?
What criteria are used, and what assumptions are made? If applicable, use the examples
presented in Section 3 (above) to assist you in describing definitions and quantification.
WSPA members define thermal and non-thermal EOR using one or more methods described in the
White Paper. Use of more than one method is a common practice. WSPA believes that variations in
methods utilized are an appropriate reflection of variations in operations existing between operators
and between fields.
Although there might be additional criteria specific to an individual facility, WSPA member
companies generally utilize the following criteria to define thermal EOR:
•
•

Was the process of steam injection used (per the definition of thermal EOR)?
Where was the steam injected? Entire field/lease or a certain portion of the field/lease?

1415 L Street, Suite 600, Sacramento, California 95814
(916) 498-7752  Fax: (916) 444-5745  Cell: (916) 835-0450
cathy@wspa.org  www.wspa.org

Comment Overview

Ms. Nichols
January 11, 2016
Page 4

•

Navigate to Table of Contents

Which producing wells were targeted by the injected steam (i.e. was it intended for only for
certain portions of a field/lease)?

The following examples depict increasing complexity of operations and why/how a facility operator
may use multiple methods for defining thermal EOR, depending on the unique geographic, geologic
and reservoir development scenario that they may have for a particular field/lease.
•

Example 1: All operating fields owned by an operator in Basin A are mature and have
been using steam for multiple years across all areas of the field/reservoir. This operator
may use the field method and report all product as thermal EOR.

•

Example 2: Some operating fields owned by the operator in Basin B are mature and
have been using steam for multiple years across all areas of those fields/reservoirs. The
operator also owns some operating fields in Basin B where the process of steaming was
never used. This operator may use “field” method, identifying the fields as being
thermal EOR or non-thermal EOR accordingly.

•

Example 3: The operator has some mixed fields in Basin C where some leases within
a mixed field are mature and have been using steam for multiple years. For this
scenario, the operator may supplement the “field” method (Basins A and B), with
“lease” method in Basin C, designating the steamed leases as thermal EOR and the
other leases as non-thermal EOR.

•

Example 4: The operator has some mixed leases in Basin D where only a portion of
the lease is steamed. For this scenario, the operator may supplement the “field” (Basins
A and B) method and “lease” method (Basins C), with the “well” method for the mixed
leases in Basin D.

•

Example 5: All the above scenarios can exist in Basin A for one operator. Each
surface location could be associated with more than one reservoir and that these
reservoirs may not use the same methods of steaming. This operator may use
field/lease/well/reservoir methods based on the scenario that exists at each of its
operating fields and/or leases in Basin A.

•

Example 6: An operator begins steaming a discrete targeted area of a large
lease/field/reservoir in Basin A. The operator may utilize the “well” method to identify
only those wells producing from that discrete, targeted area as being thermal EOR.

1415 L Street, Suite 600, Sacramento, California 95814
(916) 498-7752  Fax: (916) 444-5745  Cell: (916) 835-0450
cathy@wspa.org  www.wspa.org
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As exemplified above, any one specific method of classifying fields/leases/wells may not accurately
represent the true thermal EOR production for a particular operator’s basin operations. WSPA believes
that mandating the application of a specific or universal method(s) could lead to an inaccurate
accounting of thermal and non-thermal product. This potential inaccuracy could create both inter- and
intra-sector inequities, inadvertently over-allocating or under-allocating allowances to some operators.
Methods used to quantify thermal and non-thermal EOR are the same methods in place to quantify
product for financial transactions between operators, customers, and royalty owners. These methods
are in place to quantify and value hydrocarbon production related to specific financial agreements for
customer obligations and royalty payments. As such, these methods meet the requirements of
financial transactions as described in Section 95103(k)(7) of the MRR. Below is a short description of
each method:
•

Lease Automated Custody Transfer (LACT) meters. LACT meters exist to quantify
product for financial transactions between operators and owners or customers. In most
cases, the operators have LACT meters that measure either thermal or non-thermal product.

•

Allocation meters. In a few cases where LACT meters measure mixed product (i.e.
commingled thermal and non-thermal EOR), the existing allocation meters upstream of the
LACT meters may be used to differentiate thermal and non-thermal product. Allocation
meters are in place to quantify and value hydrocarbon production related to specific
financial agreements for the purpose of royalty payments/obligations, such as from a
unique lease or production zone

•

Allocated production by well. In unique cases where individual well production data are
needed to quantify thermal EOR production, the existing industry-recognized standard
practices and guidelines established by the American Petroleum Institute (API) are used.
This methodology is described in the API Manual of Petroleum Measurement Standards
and utilizes several parameters to determine the amount of production allocated to a well.
Allocated production by well derived by these methods is used to meet specific financial
agreements for royalty payments.

b. Does your facility define and report covered product data at the reservoir, field, lease, or wellhead level? If applicable, use the examples presented in Section 3 (above) to assist you in this
description.
As described in the answer to Question 2a above, the method(s) used by an operator is dependent on
the level of complexity specific to their field operations, resource ownership, facility configuration(s)
and financial relationships. However, regardless of the operator, the most common method of
reporting is at the lease level which reflects the fact that LACT/allocation meters usually separately
measure either thermal or non-thermal production. Lease level data is then consolidated and reported
1415 L Street, Suite 600, Sacramento, California 95814
(916) 498-7752  Fax: (916) 444-5745  Cell: (916) 835-0450
cathy@wspa.org  www.wspa.org
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at the field level (aligns with Reporter C methodology in the White Paper’s Section 3 - Hypothetical
Examples of Reporting of Thermal EOR and Non-Thermal EOR Covered Product Data and
Associated Metering Methods).
In the few cases where mixed product is measured by
LACT/allocation meters, operator(s) may use allocated well-level data to report covered product.
The “reservoir” method is not normally used by operators for several reasons which are further
discussed on the WSPA answer to Question 2c.
c. If ARB were to define thermal EOR as the production of oil from a reservoir that has had steam
injected into it, would that cause any issues in the reporting of covered product data at your
facility?
Yes. Using the reservoir method by itself would generally be an inaccurate method of quantifying
thermal EOR production. The “reservoir” method is not typically used by facility operators for the
following reasons:
•

For small reservoirs with one operator where the entire reservoir is steamed, the reservoir
method can accurately depict thermal EOR. However, this scenario is not very common.
A more common scenario is a large reservoir with multiple operators where only a
portion/pocket of a reservoir is steamed. In such cases, the “reservoir” method will
significantly overestimate the amount of thermal EOR production for some operators.

•

The “reservoir” method requires an in-depth understanding of sub-surface geology,
reservoir and petroleum engineering, historical field development, and the current and past
heat management program(s) of one or more specific companies. From a verification
standpoint, the verifiability of this method might be limited without the verifiers having
petroleum geologists and petroleum engineers on their teams. ARB’s stated intention is to
provide clarification and improvement of the verification process. Paradoxically,
application of the “reservoir” method to mixed fields would likely increase the costs and
administrative burdens for operators, verifiers, and ARB, without improving the accuracy
of reported thermal EOR production.

•

The “reservoir” method requires an in-depth understanding of the sub-surface management
of mixed fields that varies from company to company (variation will still exist). Subsurface information is considered a company’s trade secret and is confidential. WSPA is
opposed to divulging confidential trade secrets including reservoir and sub-surface
information to verifiers, when other less complicated and non-confidential methods are
available to accurately define thermal EOR production.
1415 L Street, Suite 600, Sacramento, California 95814
(916) 498-7752  Fax: (916) 444-5745  Cell: (916) 835-0450
cathy@wspa.org  www.wspa.org
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The “reservoir” method has not been the sole method used by operators for any past ARB
requested data collection since it does not accurately represent every operating scenario.

d. What subsurface monitoring and surface metering technologies does your facility have in place
and how do they relate to the quantification of covered product data?
Oil and gas companies have subsurface monitoring technologies in place for various operational
reasons. However, WSPA members do not currently use this data to directly quantify covered product
data. Individual operators may use such data as supporting information for a specific scenario as
described below in response to Question 2e. All direct covered product quantification methods
including surface metering technologies are described above in response to Question 2a (i.e. LACT
and allocation meters).
e. What evidence does your facility provide to verifiers to demonstrate conformance to the MRR
definitions of thermal EOR and non-thermal EOR covered product data?
Upon request, facility operators may provide the following data/documentation to verifiers to
demonstrate conformance to MRR definitions of covered product data:
•

Production data submitted to DOGGR.

•

Steam injection data including source of steam injected, barrels of steam injected, location
of steam injection, duration of steam injection, and list of producing wells associated with
zone of steam injection. Additional records might include steam purchase records.

•

LACT tickets and allocation meter data.

•

Additional data and documentation supporting a specific scenario as determined by the
individual operators.

f. What additional guidance should ARB provide to verifiers when verifying the reporting of
covered product data for the sector?
WSPA believes that verifiers would benefit from guidance or training regarding typical production
processes in order to determine if an approach used by an operator for defining thermal and nonthermal EOR production is representative of their operations. WSPA members are willing to discuss
this further in order to provide accurate guidance to the verifiers.

1415 L Street, Suite 600, Sacramento, California 95814
(916) 498-7752  Fax: (916) 444-5745  Cell: (916) 835-0450
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g. Do you use calibrated meters to determine the split between thermal EOR and non-thermal EOR
covered product data, if applicable? If not, what methods do you use? If applicable, please refer
to the hypothetical metering scenarios presented in Section 3 (above) for Reporters C and D.
As described in response to Question 2a, LACT meters/allocation meters/allocated well production
methods that are in place for financial transactions and royalty payments are used to determine the
split between thermal EOR and non-thermal EOR covered product data. These methods meet the
requirements of financial transactions as described in Section 95103(k)(7) of the MRR.
h. Did you report voluntary survey data as part of the most recent oil and gas benchmarking data
collection process? Emails containing the survey spreadsheets and instructions were sent to
existing covered entities on December 21, 2012. If you did report benchmark survey data, are
you currently using the same approach for MRR reporting as you did for the benchmark survey
data? If not, please explain any differences in reporting methods.
WSPA member companies who reported data to the voluntary survey are using the same approach for
MRR as was used for the survey.

1415 L Street, Suite 600, Sacramento, California 95814
(916) 498-7752  Fax: (916) 444-5745  Cell: (916) 835-0450
cathy@wspa.org  www.wspa.org
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California Independent Petroleum Association
1001 K Street, 6th Floor
Sacramento, CA 95814
Phone: (916) 447-1177
Fax: (916) 447-1144

Comments of the California Independent Petroleum Association
on the “Staff’s Preliminary Assessment of the Need for Clarification for the
Reporting of Covered Product Data for Petroleum and Natural Gas Systems”
(12/11/15 version)
Sara Nichols
California Air Resources Board
1001 I Street
Sacramento, CA 95814

February 11, 2016

Via electronic submittal to: ogwhitepaper@arb.ca.gov

The California Independent Petroleum Association (CIPA) appreciates the opportunity
to submit the following comments to the California Air Resources Board (ARB) for its
consideration. Staff’s Preliminary Assessment of the Need for Clarification for the
Reporting of Covered Product Data for Petroleum and Natural Gas Systems (Staff
Assessment) highlights the diversity of our industry and the importance clear guidance
can play in implementing California’s complex GHG reduction programs. Since the
issues discussed in the Staff Assessment could also directly impact industrial
allocations, they are particularly significant to CIPA and its members. Also, as this
discussion can be complex, we are available for follow-up discussions with ARB as
needed to provide further detail on these issues.
The mission of CIPA is to promote greater understanding and awareness of the unique
nature of California's independent oil and natural gas producer and the market place in
which he or she operates; highlight the economic contributions made by California
independents to local, state and national economies; foster the efficient utilization of
California's petroleum resources; promote a balanced approach to resource development
and environmental protection and improve business conditions for members of our
industry.
The members of CIPA understand the need for, and fully support, consistent greenhouse
gas reporting. This consistency promotes equal treatment under both the Mandatory
Reporting Regulation and the Cap and Trade Regulation. The overarching question
presented by the Staff Assessment is whether or not changes need to be made to these
regulations. Maintaining the current reporting flexibility is necessary for the diversity of
CIPA’s member operations. This flexibility does not hamper the accuracy of the
emissions or product data as other MRR standard protect against improper reporting.
CIPA does not recommend regulatory changes at this time.
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The Staff Assessment provides several hypothetical scenarios in an attempt to show the
variety of possible reporting for the sector. Each of these potential reporting paths can
be valid depending on the variability in size, geology, historical development of the
individual reservoirs, and complexity of operations. CIPA believes that consistent
reporting of what is truly thermal EOR can be achieved through additional reporter and
verifier guidance without the regulatory shock that could occur by changing to the
current regulatory definition. The current definition uses the presence of steam injection
as a key determining element, rather than the precise method or exact location of the
steam injection. This simpler approach allows companies to utilize the different
methods of steam injection that work for their operations under a single broader
umbrella. It is also the definition that was used when the benchmarking process was
completed, therefore it provides the most consistent implementation of the regulation.
In addition to CIPA’s submitted comments, we support the more detailed technical comments
submitted by CIPA members and WSPA in response to the Staff Assessment.
Thank you for your attention to this important matter. Any questions or follow-up comments
can be directed to myself at rock@cipa.org.
Sincerely,

Rock Zierman, CEO
California Independent Petroleum Association

316119356.1
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Covered Product Data Comment

1) Definition of “thermal enhanced oil recovery” or “thermal EOR”:
ARB staff has determined that variability exists in the reporting and metering methods used for
thermal EOR and non-thermal EOR covered product data.
Variability exists in the reporting and metering methods used for thermal EOR and non-thermal EOR
covered product data as a direct result of the variability inherent among oil and gas facilities. It is
not the reporting method but rather a company’s facilities, operations, and infrastructure that
dictate how covered product data must be reported in order to meet the requirements set forth in
the MRR. The existence of variability however does not indicate a lack of adherence to the accuracy
requirements set forth in the MRR.
The Air Resources Board (ARB) would do a great disservice to reporters, verifiers and facilities by
limiting the definition or reporting methods currently used. Any changes to the current definitions
and methodologies may hinder the ability for companies to provide accurate, consistent, and
verifiable reports that comply with the MRR.
2) Response to staff questions:
a) Total thermal and non-thermal production is quantified using point-of-sale and financial sales
statements. For example, Company A operates two facilities, F1 and F2. F1 is producing heavy
crude oil and utilizing the “steam flood” thermal EOR method throughout the entire facility. F1
consists of two fields, thirty leases, six tank batteries, and one-thousand active wells. F2 is
producing light crude oil using non-thermal EOR methods. F2 consists of three fields, ten leases,
ten tank batteries, and three-hundred wells. Neither F1 nor F2 have upstream internal
production meters, LACT meters, or AWTs and both F1 and F2 lack the infrastructure to adopt
such metering. Production from F1 and F2 is trucked from their respective tank batteries;
however, production is sometimes comingled among tank batteries in F1.
b) In this scenario for Company A, the only way to determine the thermal EOR and non-thermal
EOR covered product data to ensure compliance with the MRR is to report the sales transactions
from F1 as thermal EOR and the sales transactions from F2 as non-thermal EOR. Typically this is
at the field level, although some lease level reporting occurs.
c) This would not be accurate. With the “steam flood” method, it is possible for a well within an
adjacent reservoir to be stimulated without directly receiving steam.
d) See above example for Company A.
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e) Company A will provide the verifiers with financial transaction statements, facility diagrams,
process flow diagrams, and areal imagery with facility equipment and project boundaries, which
demonstrate conformance to the MRR for both thermal and non-thermal EOR covered product
data.
f)

The verifiers we have worked with do an exceptional and thorough job in verifying covered
product data.

g) We do not use calibrated meters. We use sales records to determine thermal EOR and nonthermal EOR production.
h) We are not aware of any data submitted for the benchmarking survey.
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Michael J. Rubio
Manager, CA/OR/WA Government Affairs

February 11, 2016

Sara Nichols
California Air Resources Board
P.O. Box 2815
Sacramento, CA 95812
Dear Ms. Nichols,
Chevron appreciates the opportunity to respond to the questions raised in the Air Resources Board
whitepaper Staff’s Preliminary Assessment of the Need for Clarification for the Reporting of Covered
Product Data for Petroleum and Natural Gas dated December 11, 2015. The white paper introduces a
number of questions regarding reporting covered product data and ARB’s assessment that variability
exists in the reporting and metering methods used for thermal enhanced oil recovery (EOR) and nonthermal EOR covered product data under its Mandatory Reporting Regulation as required by the
California Global Warming Solutions Act.
Chevron believes that ARB’s descriptions of industry reporting in the white paper are directionally
correct. However, we would be remiss not to point out the oversimplification of thermal enhanced oil
recovery principles currently illustrated and described in Section 3 – Hypothetical Examples of
Reporting of Thermal EOR and Non-Thermal EOR Covered Product Data and Associated Monitoring
Methods. The scenarios presented do not fully capture the benefits of heat transfer for thermal EOR,
depicting only that of heat convection and not the recognized additional GHG emissions reducing
benefit of heat transfer by conduction.
Also, while the ARB whitepaper indicates there are some slight variations between operations and
reporting approaches between reporting entities, we believe that these variations are not likely to result
in material or significant differences. Variations between operation and reporting approaches are to be
expected given the variability between size, operations and company practices for all reporters within
the Petroleum and Natural Gas sector. Because companies’ data and size vary, we advise against
changes in the current protocol. Maintaining current flexibility also allows for improvements over time.
Reporting entities may have different data collection systems in the future through changing operations,
improved technology and monitoring tool development. Flexibility does no harm because the accuracy
standard protects against improper reporting.
Chevron uses a combination of lease and field method for its reporting, measuring on the lease basis
and reporting at the field level. We suggest that the lease/field method is potentially the most common
approach in the industry as it follows standard industry financial accounting reporting principles. We
also suggest that if ARB finds it necessary to specify a method, that this method be used.

Chevron Government Affairs
1201 K Street, Suite 1910, Sacramento, CA 95814
Tel 916 325 3000 Fax 916 441 5031
MichaelRubio@chevron.com
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Comments on ARB Upstream Reporting White Paper
February 11, 2016
Page 2 of 5

Our detailed comments on the ARB staff assessment upstream product reporting white paper are
attached. Due to the complexity of operations and reporting, we suggest that ARB host company or
stakeholder consultations prior to moving forward on any changes to the product reporting protocol.
We look forward to working with you on this important issue.
Chevron also supports the comments provided by the Western States Petroleum Association.
Sincerely,
(original signed by)
Michael J. Rubio

Enclosure
cc: Mary Jane Coombs, Manager -Program Development Section, mcoombs@arb.ca.gov
Rajinder Sahota, Branch Chief - Climate Change Program Evaluations Branch,
rajinder.sahota@arb.ca.gov
Floyd Vergara, Floyd, Division Chief- Industrial Strategies Division, Floyd.vergara@arb.ca.gov

Comment Overview

Navigate to Table of Contents
Comments on ARB Upstream Reporting White Paper
February 11, 2016
Page 3 of 5

Attachment 1: Detailed Comments on the ARB Upstream Reporting White Paper
Section 4, Question 1 - Definition of “thermal enhanced oil recovery” or “thermal EOR”: ARB is
looking for the best way to clarify the definition of “thermal EOR.” What is an appropriate way to clarify
what is meant by “thermal EOR” as it pertains to covered product data? What additional and/or more
specific information should ARB provide regarding the definition?
While Chevron supports continued use of ARB’s current definition of “thermal enhanced oil recovery” as
the process of using injected steam to increase oil recovery, guidance can be further clarified by
recognizing the injected steam’s function and purpose, which is to introduce heat. The added heat
reduces the viscosity of the crude, making it easier to bring it to the surface.

Section 4, Question 2 - Hypothetical Examples and Other Considerations: In Section 3 above, staff
presents hypothetical examples of the variation that might exist among entities that report thermal EOR
and non-thermal EOR covered product data and the associated metering methods. Staff is seeking
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input on the following questions related to the reporting of upstream oil and associated gas covered
product data:
a. How does your facility define and quantify thermal EOR and non-thermal EOR production?
What criteria are used, and what assumptions are made? If applicable, use the examples
presented in Section 3 (above) to assist you in describing definitions and quantification.
Chevron defines and reports thermal and non-thermal EOR production separately. If significant heat
has been introduced into a lease for a period of time, lease production is considered as thermal. Field
lease production is then consolidated and reported at the facility level. We have continued to use this
reporting methodology which was previously approved by CARB staff.
b. Does your facility define and report covered product data at the reservoir, field, lease, or
well-head level? If applicable, use the examples presented in Section 3 (above) to assist
you in this description.
Covered product data is defined at the lease level and then consolidated and reported at the field level
(aligns with Reporter C methodology in ARB’s Section 3 - Hypothetical Examples of Reporting of
Thermal EOR and Non-Thermal EOR Covered Product Data and Associated Metering Methods).
c. If ARB were to define thermal EOR as the production of oil from a reservoir that has had
steam injected into it, would that cause any issues in the reporting of covered product data
at your facility?
Yes, this would raise several issues. The reservoir definition is too broad in scope and unclear.
Thermal EOR production must acknowledge that the prime purpose for injecting steam is to add heat to
increase oil recovery and not be limited to only that portion of heat added to a producing zone by
thermal convection, but must also account for heat added by thermal conduction. Thermal oil
production associated with the continued heat benefit from a previously built-up injected steam thermal
transfer into the producing zone should not be excluded.
d. What subsurface monitoring and surface metering technologies does your facility have in
place and how do they relate to the quantification of covered product data?
Subsurface data is not required to directly quantify product data given the availability of LACT meters.
Heat management is facilitated by direct measurement in the reservoir. Data obtained from
Temperature Observation wells gives heating and drainage information by flow unit and the use of
earth models help to understand the spatial characteristics of each sand body over time. Please see
our responses to parts e and g of this Section 4.2.
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e. What evidence does your facility provide to verifiers to demonstrate conformance to the
MRR definitions of thermal EOR and non-thermal EOR covered product data?
The overwhelming majority of all steam produced onsite and purchased from third parties is used in
thermal enhanced oil recovery. All data associated with thermal energy whether this thermal energy is
produced onsite, purchased from third parties or sold to other entities is reported on an annual basis to
ARB pursuant to the Mandatory Reporting Regulation. To report our thermal and non-thermal EOR
covered product data Chevron uses steam injection data, and financial transaction data from LACT
meters.
f.

What additional guidance should ARB provide to verifiers when verifying the reporting of
covered product data for the sector?

If ARB determines additional guidance is needed to be given to the verifiers based upon the
clarifications we provided above and others that it may receive, Chevron requests that ARB work with
Chevron and industry to create this guidance.
g. Do you use calibrated meters to determine the split between thermal EOR and non-thermal
EOR covered product data, if applicable? If not, what methods do you use? If applicable,
please refer to the hypothetical metering scenarios presented in Section 3 (above) for
Reporters C and D.
Chevron uses calibrated LACT meters, which meet the requirements of MRR Section 95103(k)(7), for
financial and royalty accounting and to report total field covered product data with production allocated
to the lease level based upon industry accepted practice of individual well test data, similar to that
described in the metering scenario for Reporter C in the ARB whitepaper. Measurement follows
industry recognized standard practices and guidelines established by the American Petroleum Institute
in its API Manual of Petroleum Measurement Standards.
h. Did you report voluntary survey data as part of the most recent oil and gas benchmarking
data collection process? Emails containing the survey spreadsheets and instructions were
sent to existing covered entities on December 21, 2012. If you did report benchmark survey
data, are you currently using the same approach for MRR reporting as you did for the
benchmark survey data? If not, please explain any differences in reporting methods.
Yes, Chevron provided benchmarking data in response to the December 21, 2012 ARB survey.
Covered product reported was determined using the same methodology that Chevron has used to
report its covered product data for MRR reporting.
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Claire Halbrook

Climate Policy Principal

1415 L Street, Suite 280
Sacramento, CA 95814
(916) 386-5711
cehu@pge.com

December 10, 2015
Ms. Mary Jane Coombs
California Air Resources Board
1001 I Street
Sacramento, CA 95812-2828
Dear Ms. Coombs,
Below are additional thoughts from Pacific Gas and Electric Company (PG&E) regarding the
upcoming December 14 workshop on potential 2016 amendments to the Cap-and-Trade Regulation.
The comments below focus specifically on potential changes to the RPS adjustment provisions
contained within the Regulation.
The October Joint IOU Proposal for RPS Amendments Strengthens the Environmental
Integrity of the Cap-and-Trade Regulation and is Consistent with the 2010 FSOR


In adopting the RPS Adjustment, ARB addressed concerns regarding environmental
integrity and leakage by prohibiting the use of “tradable” or “unbundled RECs” for the
purpose of the RPS adjustment.
o The Regulation addresses this concern by requiring ownership or contract rights to
procure the associated electricity and the RECs ( Section 95852(b)(4)).
o The Joint IOU Proposal, filed on October 19, seeks to strengthen ARB’s
requirements.
 RPS Adjustment claims are prohibited where the first deliverer of electricity
has title to the electricity and the associated RECs for a renewable resource
directly delivered to the state.



In the 2010 FSOR, ARB stated that allowing for the sole use of a REC, without the
electricity, to reduce an entity’s compliance obligation would result in inaccurate accounting
of emission reductions attributable to the electricity sector.
o Similarly, overlooking REC ownership where corresponding electricity is delivered
results in an inaccurate accounting of electricity sector emissions reductions.
o The Joint IOU proposal provides the RPS adjustment to the electricity importer with
the title to the REC.
o Ensuring that only the party who owns the environmental attributes associated with
the imported electricity may claim carbon benefits removes the potential risk of
double counting that claim.
o We agree with ARB’s statement in the 2010 FSOR that “…not all RPS electricity
reduces GHG emissions” and would support a regulatory clarification that only
RECs generated by zero-emitting resources are eligible for the RPS adjustment.
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The RPS Adjustment is Needed to Preserve the Value of Current and Future Firming and
Shaping Transactions


The RPS adjustment maintains the value of current and future firming and shaping
arrangements intended to provide flexibility in managing and delivering zero-emitting RPS
procurement from generation facilities located outside California balancing authority areas.



These transactions have been authorized by the California legislature as a distinct and
integral RPS procurement category for California electric utility customers. They also act as
a key cost-containment mechanism under California’s RPS program.
o The legislature authorized a portion of the renewable electricity generated during
each RPS compliance period to be met with firmed and shaped products with the
intention of achieving balanced retail seller portfolios.



Such firming and shaping transactions, as defined in Section 399.16(b)(2) of California’s
Public Utilities Code and known as procurement content category 2, are one of three
products that can be used to comply with California’s RPS rules.
o The CPUC defined such transactions in Decision 12-06-038 (Section 3.6.1 beginning
on page 44). A key element of the CPUC’s definition is the buyer’s simultaneously
purchase of energy and associated RECs from the RPS-eligible generation facility
without selling the energy back to the generator. The other element is the
requirement to contract for substitute energy to fulfil the scheduling of RPS-eligible
generation into a California balancing authority.



Assigning utilities a GHG compliance obligation for out-of-state renewable firming and
shaping transactions would inappropriately reduce the benefits of this RPS procurement
category for California customers and impair the value of procurement, and make
California’s aggressive 2030 GHG and RPS Targets more difficult and costly to achieve.

Removing the RPS Adjustment Would Increase Costs to Utility Customers Despite Renewable
Procurement Activities


Requiring Californians to purchase allowances for renewable investments will increase costs
to utility customers.
o Californians would be forced to pay higher costs for electricity, and higher costs for
Cap-and-Trade compliance.
 Rates would increase due to increased need for compliance instruments
despite procurement of zero-emission renewable resources.
 GHG prices would increase economy-wide due to increased demand for
allowances.



Ensuring that only the party who owns the environmental attributes associated with
imported electricity may claim the RPS adjustment removes any potential risk of double
counting.
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Thank you very much for your consideration.
Sincerely,
/s/
Claire Halbrook
Climate Policy Principal
Pacific Gas and Electric Company
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  Gray	
  
Manager,	
  California	
  Air	
  Resources	
  Board	
  
California	
  Environmental	
  Protection	
  Agency	
  
1001	
  “I”	
  St.,	
  Sacramento,	
  CA	
  	
  95814	
  
	
  
	
  
November	
  13,	
  2015	
  
	
  
	
  
Submitted	
  electronically	
  to	
  Jason.gray@arb.ca.gov	
  and	
  at	
  
http://www.arb.ca.gov/lispub/comm2/bcsubform.php?listname=sectorbased2015-‐
ws&comm_period=1	
  
	
  
RE:	
  Next	
  Steps	
  for	
  Evaluating	
  the	
  Role	
  of	
  Sector-‐Based	
  Offset	
  Credits	
  Under	
  the	
  
California	
  Cap-‐and-‐Trade	
  Program	
  
	
  
	
  
Dear	
  Mr.	
  Gray:	
  	
  
	
  
	
  
On	
  behalf	
  of	
  Friends	
  of	
  the	
  Earth–US,	
  this	
  letter	
  is	
  respectfully	
  submitted	
  as	
  a	
  
contribution	
   to	
   the	
   development	
   of	
   socially	
   just	
   and	
   environmentally	
   effective	
  
climate	
   policy	
   in	
   California.	
   Our	
   organization	
   is	
   grateful	
   for	
   the	
   opportunity	
   to	
  
submit	
   this	
   letter	
   and	
   the	
   accompanying	
   materials	
   as	
   documentation	
   that	
   will	
  
especially	
   serve	
   to	
   identify	
   and	
   expose	
   inadequate	
   risk	
   analysis	
   by	
   state	
   agencies	
  
regarding	
  potential	
  establishment	
  for	
  new	
  rules	
  in	
  the	
  Cap-‐and-‐Trade	
  Program.	
  This	
  
material,	
  as	
  well	
  as	
  that	
  which	
  has	
  been	
  previously	
  offered	
  over	
  the	
  years	
  in	
  regards	
  
to	
  the	
  potential	
  California	
  adoption	
  of	
  a	
  “Reduced	
  Emissions	
  from	
  Deforestation	
  and	
  
Degradation	
   (REDD)”	
   based	
   offsets	
   program,	
   will	
   serve	
   ultimately	
   to	
   inform	
   the	
  
development	
  of	
  truly	
  just	
  and	
  effective	
  climate	
  policy	
  for	
  the	
  State	
  of	
  California.	
  	
  
	
  
	
  
In	
   brief,	
   after	
   assessment	
   of	
   the	
   various	
   types	
   of	
   risk	
   associated	
   with	
   the	
  
potential	
  role	
  of	
  International	
  Forest	
  Sector	
  Based	
  Offsets,	
  or	
  REDD,	
  in	
  the	
  California	
  
Cap-‐and-‐Trade	
   Program,	
   it	
   is	
   clear	
   that	
   there	
   exists	
   an	
   exceptionally	
   high	
   level	
   of	
  
exposure	
  of	
  the	
  program	
  to	
  a	
  multitude	
  of	
  risk	
  factors	
  that	
  will	
  likely	
  undermine	
  the	
  
environmental	
   and	
   social	
   effectiveness	
   of	
   the	
   offsets	
   program,	
   and	
   hence	
   both	
   the	
  
carbon	
  market	
  and	
  the	
  intended	
  emissions	
  reductions	
  that	
  are	
  the	
  primary	
  objective	
  
of	
  AB32.	
  It	
  is	
  also	
  clear	
  that	
  the	
  California	
  Air	
  Resources	
  Board	
  is	
  not	
  obligated	
  or	
  
mandated	
   in	
   any	
   way	
   whatsoever	
   to	
   expose	
   the	
   residents	
   of	
   State	
   of	
   California	
   to	
  
this	
   risk.	
   In	
   other	
   words,	
   there	
   is	
   no	
   real	
   viable	
   public	
  interest	
   for	
   which	
   the	
   State	
   of	
  
California	
  has	
  to	
  embark	
  upon	
  such	
  a	
  risky	
  policy	
  endeavor,	
  especially	
  when	
  there	
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are	
   other	
   more	
   concrete	
   and	
   tangible	
   means	
   by	
   which	
   Californians	
   and	
   California	
  
industry	
   can	
   meet	
   both	
   mandated	
   emissions	
   reductions	
   and	
   stated	
   tropical	
   forest	
  
protection	
   goals.	
   It	
   is	
   particularly	
   irresponsible	
   to	
   move	
   forward	
   with	
   this	
   policy	
  
proposal	
   when	
   unmanaged	
   risk	
   could	
   result	
   in	
   severe	
   implementation	
   problems	
  
with,	
   or	
   even	
   outright	
   failure	
   of,	
   the	
   offsets	
   program,	
   putting	
   the	
   entire	
   Cap-‐and-‐
Trade	
   based	
   climate	
   policy	
   of	
   the	
   State	
   of	
   California	
   in	
   jeopardy.	
   Considering	
   the	
  
issues	
   of	
   risk	
   as	
   well	
   as	
   the	
   complexities	
   of	
   rapidly	
   evolving	
   contextual	
   dynamics	
   in	
  
potential	
  partner	
  jurisdictions	
  we	
  consider	
  that	
  it	
  is	
  an	
  imperative	
  that	
  there	
  be	
  a	
  full	
  
and	
   transparent	
   discussion	
   regarding	
   the	
   economic,	
   social,	
   and	
   political	
   contexts	
  
within	
  which	
  REDD	
  based	
  subnational	
  jurisdictional	
  linkages	
  for	
  offsets	
  are	
  proposed.	
  
	
  
Background	
  
Friends	
   of	
   the	
   Earth-‐US	
   (FoE-‐US)	
   is	
   an	
   environmental	
   and	
   social	
   justice	
  
organization	
  that	
  maintains	
  offices	
  in	
  Washington,	
  D.C.,	
  and	
  Berkeley,	
  California,	
  and	
  
which	
   has	
   members	
   in	
   all	
   50	
   states,	
   including	
   more	
   than	
   70,000	
   members	
   and	
  
activists	
   in	
   the	
   State	
   of	
   California.	
   FoE-‐US	
   is	
   a	
   member	
   of	
   Friends	
   of	
   the	
   Earth	
  
International,	
   a	
   global	
   network	
   representing	
   more	
   than	
   2	
   million	
   activists	
   in	
   75	
  
nations.	
   As	
   an	
   institution	
   the	
   organization	
   has	
   been	
   an	
   international	
   leader	
   in	
  
promoting	
   innovative	
   policy	
   solutions	
   for	
   some	
   of	
   humanity’s	
   most	
   pressing	
  
problems,	
  including	
  global	
  climate	
  change	
  and	
  tropical	
  deforestation.	
  As	
  such	
  we	
  are	
  
honored	
   to	
   be	
   engaged	
   once	
   again	
   on	
   this	
   crucial	
   issue	
   regarding	
   the	
   future	
   of	
  
California	
   climate	
   policy,	
   and	
   we	
   are	
   prepared	
   to	
   be	
   involved	
   as	
   an	
   informed	
  
stakeholder	
   that	
   can	
   offer	
   expertise	
   and	
   on	
   the	
   ground	
   understanding	
   as	
   to	
   what	
  
should	
   be	
   a	
   robust	
   and	
   transparent	
   debate	
   regarding	
   potential	
   climate	
   policy	
  
development.	
   As	
   the	
   State	
   of	
   California	
   searches	
   for	
   meaningful	
   and	
   effective	
   means	
  
to	
  meet	
  our	
  historic	
  responsibility	
  to	
  respond	
  to	
  the	
  challenges	
  of	
  the	
  global	
  climate	
  
crisis,	
  our	
  organization	
  intends	
  to	
  be	
  an	
  integral	
  part	
  of	
  that	
  process.	
  We	
  believe	
  our	
  
role	
  is	
  both	
  as	
  an	
  expert	
  stakeholder	
  with	
  experience	
  and	
  knowledge	
  of	
  the	
  issues	
  at	
  
hand,	
   based	
   on	
   decades	
   of	
   work	
   on	
   international	
   and	
   domestic	
   climate	
   and	
   forest	
  
policy	
   issues,	
   and	
   as	
   a	
   government	
   watchdog	
   holding	
   government	
   officials	
   and	
  
agencies	
   accountable	
   to	
   the	
   laws	
   that	
   guide	
   the	
   development	
   of	
   environmental	
  
policy	
  and	
  the	
  rights	
  to	
  public	
  participation	
  in	
  decision	
  making.	
  
	
  
Specifically,	
   this	
   letter	
   offers	
   comments	
   on	
   the	
   State	
   of	
   California	
   Air	
  
Resources	
   Board	
   (CARB)	
   Staff	
   White	
   Paper	
   Scoping	
   Next	
   Steps	
   for	
   Evaluating	
   the	
  
Potential	
   Role	
   of	
   Sector-‐Based	
   Offset	
   Credits	
   Under	
   the	
   California	
   Cap-‐and-‐Trade	
  
Program,	
  Including	
  From	
  Jurisdictional	
  “Reducing	
  Emissions	
  From	
  Deforestation	
  and	
  
Forest	
   Degradation”	
   Programs	
  (hereafter	
  White	
  Paper).	
  This	
  brief	
  letter	
  also	
  serves	
  
to	
  provide	
  insights	
  and	
  comments	
  regarding	
  the	
  October	
  28,	
  2015	
  Public	
  Workshop	
  
to	
  Discuss	
  the	
  Potential	
  for	
  Including	
  International	
  Sector-‐Based	
  Offset	
  Credits	
  in	
  the	
  
Cap-‐and-‐Trade	
   Program	
   (hereafter	
   Workshop),	
   in	
   which	
   Friends	
   of	
   the	
   Earth-‐US	
  
participated,	
   both	
   in	
   person	
   and	
   remotely	
   by	
   webcast	
   from	
   San	
   Cristóbal	
   de	
   las	
  
Casas,	
   Chiapas,	
   México.	
   By	
   means	
   of	
   the	
   remote	
   webcast	
   participation	
   from	
   Chiapas	
  
members	
   of	
   Friends	
   of	
   the	
   Earth	
   International	
   Amigos	
   de	
   la	
   Tierra	
   México,	
   and	
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allied	
  community	
  organizations	
  such	
  as	
  el	
  Movimiento	
  REDDeldía	
  also	
  participated	
  
in	
  the	
  Workshop.	
  
	
  
	
  
The	
   submission	
   of	
   this	
   comment	
   letter	
   does	
   not	
   mark	
   the	
   first	
   instance	
   in	
  
which	
  FoE-‐US	
  has	
  engaged	
  with	
  CARB	
  and	
  the	
  State	
  of	
  California	
  on	
  Cap-‐and-‐Trade	
  
climate	
   policy,	
   and	
   specifically	
   on	
   proposals	
   to	
   include	
   International	
   Sector-‐Based	
  
Offset	
   Credits	
   in	
   the	
   California	
   Cap-‐and-‐Trade	
   Program.	
   We	
   believe	
   that	
   previous	
  
FoE-‐US	
   comments	
   provided	
   in	
   regards	
   to	
   the	
   REDD	
   Offsets	
   Working	
   Group	
  
Recommendations	
   (see	
   Appendix	
   materials)	
   are	
   still	
   salient	
   and	
   merit	
   further	
  
review	
  by	
  CARB.	
  These	
  comments	
  go	
  into	
  great	
  detail,	
  and	
  contain	
  citations	
  to	
  many	
  
relevant	
   studies,	
   both	
   academic	
   and	
   based	
   on	
   civil	
   society	
   and	
   market	
   reports,	
   in	
  
order	
   to	
   convey	
   an	
   understanding	
   of	
   the	
   shortcomings	
   of	
   the	
   REDD	
   proposal	
   to	
  
meet	
   its	
   stated	
   social	
   and	
   environmental	
   objectives.	
   In	
   seeking	
   to	
   ensure	
   that	
  
California	
  residents	
  are	
  fully	
  informed	
  of	
  the	
  risks	
  inherent	
  in	
  the	
  proposed	
  policy,	
  
we	
  recommend	
  a	
  full	
  review	
  of	
  these	
  comments	
  and	
  the	
  literature	
  cited	
  therein.	
  	
  	
  
	
  
	
  
Therefore,	
   to	
   avoid	
   needless	
   repetition	
   of	
   points	
   made	
   in	
   other	
   comment	
  
letters	
   and	
   through	
   submission	
   of	
   evidence	
   on	
   previous	
   occasions,	
   we	
   have	
  
provided	
  in	
  accompaniment	
  of	
  this	
  letter	
  an	
  Appendix	
  List	
  cover	
  sheet	
  referencing	
  
those	
  materials.	
  We	
  are	
  also	
  resubmitting	
  those	
  materials	
  listed	
  in	
  the	
  Appendix	
  in	
  
PDF	
  format.	
   This	
   material	
   is	
   submitted	
  through	
  the	
  web	
  portal,	
  to	
   ensure	
  that	
  CARB	
  
will	
   integrate	
   and	
   make	
   reference	
   to	
   those	
   materials	
   in	
   future	
   public	
   and	
  
transparent	
  discussion	
  of	
  these	
  issues.	
  	
  
	
  
	
  
One	
   concern	
   that	
   Friends	
   of	
   the	
   Earth	
   has	
   not	
   raised	
   in	
   previous	
  
interventions	
   toward	
   CARB	
   is	
   the	
   fact	
   that	
   no	
   distinction	
   has	
   been	
   made	
   in	
   the	
  
materials	
  developed	
  by	
  the	
  REDD	
  Offsets	
  Working	
  Group	
  and	
  now	
  the	
  White	
  Paper	
  
developed	
   by	
   CARB,	
   between	
   “donor-‐based	
   REDD,”	
   in	
   which	
   jurisdictions	
   and	
  
communities	
   are	
   provided	
   with	
   clearly	
   accounted	
   performance-‐based	
   payments,	
  
and	
   “offset-‐based	
   REDD,”	
   in	
   which	
   payments	
   are	
   based	
   on	
   the	
   fluctuations	
   of	
   the	
  
carbon	
   market.	
   CARB’s	
   proposal	
   is	
   clearly	
   for	
   offset-‐based	
   REDD,	
   and	
   yet	
   there	
   is	
   in	
  
the	
  White	
  Paper	
  and	
  was	
  in	
  the	
  October	
  28th	
  workshop	
  a	
  deliberate	
  and	
  systematic	
  
conflation	
  of	
  these	
  two	
  very	
  distinct	
  climate	
  finance	
  mechanisms.	
  	
  
	
  
This	
   letter	
   itself,	
   accompanied	
   by	
   the	
   Appendix,	
   will	
   pursue	
   a	
   different	
  
approach	
   than	
   previous	
   communication.	
   Frankly,	
   our	
   organization	
   believes	
   it	
   is	
  
imperative	
   that	
   the	
   policy	
   makers	
   at	
   CARB,	
   as	
   well	
   as	
   residents	
   of	
   the	
   State	
   of	
  
California,	
  be	
  made	
  sufficiently	
  aware	
  of	
  the	
  diverse	
  and	
  exceptional	
  risks	
  that	
  are	
  
associated	
   with	
   the	
   International	
   Forest	
   Sector-‐Based	
   Offsets	
   proposal,	
   and	
  
specifically	
   with	
   Sub-‐national	
  Jurisdictional	
  “Reducing	
  Emissions	
  From	
  Deforestation	
  
and	
   Forest	
   Degradation”	
   Programs	
   (hereafter	
   REDD).	
   After	
   participation	
   in	
   the	
  
Workshop,	
  and	
  after	
  review	
  of	
  the	
  White	
  Paper,	
  it	
  is	
  clear	
  that	
  the	
  concepts	
  of	
  risk,	
  
and	
   the	
   rapidly	
   evolving	
   and	
   very	
   real	
   on-‐the-‐ground	
   dynamics	
   of	
   conflict	
   and	
  
controversy,	
   especially	
   and	
   specifically	
   as	
   they	
   are	
   associated	
   with	
   REDD	
   and	
   the	
  
potential	
  establishment	
  of	
  rules	
  regarding	
  International	
  Forest	
  Sector-‐Based	
  Offsets,	
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are	
   not	
   being	
   accurately	
   portrayed	
   by	
   CARB	
   staff	
   in	
   the	
   discussion	
   of	
   potential	
  
expansion	
   of	
   the	
   Cap-‐and-‐Trade	
   Program.	
   It	
   is	
   in	
   the	
   best	
   interest	
   of	
   serving	
   the	
  
State	
   of	
   California	
   that	
   our	
   organization	
   takes	
   these	
   steps	
   to	
   insure	
   that	
   the	
   Chair	
   of	
  
the	
  Air	
  Resources	
  Board,	
  the	
  members	
  of	
  the	
  Board,	
  and	
  the	
  residents	
  of	
  California	
  
are	
   fully	
   informed	
   as	
   to	
   the	
   profound	
   risks	
   that	
   are	
   associated	
   with	
   the	
   potential	
  
expansion	
   of	
   the	
   California	
   Cap-‐and-‐Trade	
   program	
   with	
   the	
   establishment	
   of	
  
Sector-‐Based	
   International	
   Forest	
   Offsets.	
   The	
   seriousness	
   of	
   the	
   risks	
   that	
   this	
  
proposal	
   represents	
   to	
   the	
   reputation	
   of	
   California,	
   to	
   the	
   eventual	
   success	
   of	
  
California	
   climate	
   policy	
   in	
   responding	
   to	
   climate	
   challenges,	
   and	
   to	
   the	
   affected	
  
communities	
  on	
  the	
  ground	
  both	
  in	
  California	
  and	
  around	
  the	
  world	
  who	
  would	
  be	
  
the	
   most	
   impacted	
   by	
   this	
   potential	
   policy	
   expansion	
   merits	
   full	
   and	
   complete	
  
disclosure.	
   With	
   this	
   letter	
   we	
   are	
   raising	
   concerns	
   regarding	
   the	
   failure	
   to	
  
accurately	
   represent	
   these	
   risks	
   in	
   the	
   White	
   Paper	
   and	
   the	
   initial	
   October	
   28	
  
workshop,	
  as	
  well	
  as	
  presenting	
  to	
  CARB	
  staff	
  a	
  viable	
  structure	
  for	
  assessment	
  of	
  
this	
   policy	
   proposal,	
   and	
   we	
   wholeheartedly	
   encourage	
   CARB	
   staff	
   to	
   engage	
   in	
   a	
  
robust	
   risk	
   assessment	
   of	
   the	
   proposed	
   policy	
   that	
   is	
   transparent	
   and	
   openly	
  
developed	
  with	
  a	
  high	
  level	
  of	
  public	
  participation.	
  
	
  
	
  
To	
   achieve	
   that	
   goal,	
   the	
   remainder	
   of	
   this	
   letter	
   is	
   divided	
   into	
   sections	
   of	
  
risk	
   that	
   will	
   assist	
   in	
   accurately	
   outlining	
   the	
   dangers	
   and	
   pitfalls	
   that	
   this	
   policy	
  
proposal	
   represents,	
   and	
   that	
   will	
   also	
   highlight	
   the	
   inadequacies	
   thus	
   far	
   of	
   the	
  
CARB	
   staff	
   approach	
   to	
   this	
   policy	
   debate.	
   We	
   encourage	
   future	
   staff	
   discussion	
   of	
  
this	
   policy	
   proposal	
   to	
   take	
   this	
   structure	
   of	
   breaking	
   down	
   the	
   types	
   of	
   risk	
   as	
   a	
  
contemporary	
  means	
  by	
  which	
  to	
  explore	
  in	
  an	
  objective	
  manner	
  the	
  potential	
  costs	
  
and	
   benefits	
   of	
   International	
   Forest	
   Sector-‐Based	
   Offsets.	
   Following	
   in	
   the	
   main	
  
body	
  of	
  this	
  comment	
  letter	
  are	
  brief	
  discussions	
  of	
  several	
  of	
  the	
  most	
  important	
  
and	
  relevant	
  types	
  of	
  risk	
  to	
  be	
  understood	
  when	
  assessing	
  the	
  predicted	
  exposure	
  
of	
   the	
   State	
   of	
   California	
   to	
   the	
   risks	
   that	
   are	
   an	
   intrinsic	
   part	
   of	
   carbon	
   credits	
  
markets,	
   especially	
   one	
   that	
   attempts	
   to	
   expand	
   into	
   International	
   Forest	
   Sector-‐
Based	
   Offset	
   credits.	
   These	
   risks	
   can	
   be	
   mutually	
   exclusive,	
   or	
   they	
   can	
   be	
  
overlapping	
  and	
  interactive	
  with	
  distinct	
  negative	
  feedback	
  loops,	
  and	
  they	
  include,	
  
but	
   are	
   not	
   limited	
   to:	
   	
   invalidation	
   risk,	
   economic	
   risk,	
   environmental	
   risk,	
  
political	
  risk,	
  social	
  risk,	
  reputational	
  risk,	
  and	
  legal	
  risk.	
  
	
  
Invalidation	
  risk	
  
	
  
Invalidation	
   risk	
   is	
   that	
   risk	
   specific	
   to	
   offsets	
   and	
   carbon	
   credits	
   markets	
  
that	
   arises	
   from	
   instances	
   in	
   which	
   offset	
   credits	
   are	
   found	
   to	
   be	
   faulty	
   and/or	
  
fraudulent,	
   and	
   which	
   require	
   regulated	
   entities	
   to	
   surrender	
   replacement	
   offsets	
  
for	
   compliance,	
   or	
   in	
   some	
   other	
   manner	
   assume	
   financial	
   and	
   legal	
   responsibility	
  
for	
  the	
  faulty	
  credits.	
  
	
  
This	
   is	
   in	
   basic	
   terms	
   the	
   risk	
   associated	
   with	
   the	
   reversal	
   of	
   credits,	
   when	
  
credits	
  are	
  associated	
  with	
  projects	
  which	
  are	
  found	
  to	
  not	
  be	
  achieving	
  their	
  legally	
  
mandated	
  environmental	
  and	
  emissions	
  reductions	
  goals,	
  or	
  to	
  have	
  violated	
  other	
  
laws	
  in	
  an	
  effort	
  to	
  meet	
  those	
  stated	
  goals.	
  The	
  CARB	
  White	
  Paper	
  and	
  Workshop	
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participants	
   fully	
   failed	
   to	
   articulate	
   that	
   the	
   California	
   carbon	
   market	
   is	
   currently	
  
under	
  tremendous	
  pressure	
  due	
  to	
  exposure	
  to	
  invalidation	
  risk.	
  A	
  news	
  report	
  from	
  
October	
  14,	
  2015,	
  was	
  explicit	
  in	
  containing	
  a	
  statement	
  from	
  a	
  representative	
  of	
  a	
  
company	
   that	
   develops	
   offsets	
   that	
   “(Y)ou	
   can	
   trace	
   limited	
   demand	
   [for	
   offsets]	
  
almost	
  
entirely	
  
to	
  
invalidation	
  
risk”	
  
(see	
  
http://www.eenews.net/climatewire/2015/10/14/stories/1060026292).	
  
	
  
The	
   issue	
   of	
   invalidation	
   risk	
   as	
   an	
   undeniable	
   reality	
   that	
   permeates	
   the	
  
California	
   carbon	
   credits	
   market,	
   and	
   thus	
   the	
   entire	
   California	
   Cap-‐and-‐Trade	
  
Program,	
   is	
   a	
   dynamic	
   that	
   was	
   for	
   the	
   most	
   part	
   ignored	
   in	
   the	
   Workshop.	
  
However,	
  the	
  issue	
  of	
  risk	
  is	
  mentioned	
  briefly	
  in	
  the	
  White	
  Paper,	
  in	
  one	
  instance	
  
on	
   p.29,	
   when	
   reference	
   is	
   made	
   to	
   the	
   “invalidation	
   of	
   credits	
   that	
   fail	
   to	
   meet	
  
program	
   requirements”	
   as	
   being	
   evidence	
   of	
   the	
   need	
   to	
   “spread	
   risk	
   through	
   an	
  
insurance	
   or	
   buffer	
   mechanism.”	
   The	
   White	
   Paper	
   fails,	
   however,	
   to	
   recount	
   the	
  
recent	
  history	
  of	
  invalidated	
  credits	
  in	
  the	
  California	
  offsets	
  markets	
  even	
  though	
  a	
  
historical	
  recounting	
  of	
  this	
  evidence	
  would	
  be	
  fundamental	
  to	
  understanding	
  what	
  
the	
   financial	
   and	
   political	
   impacts	
   of	
   invalidation	
   could	
   be	
   for	
   the	
   meeting	
   of	
  
environmental	
   and	
   emissions	
   reductions	
   goals,	
   as	
   well	
   as	
   the	
   clearly	
   negative	
  
impact	
  of	
  invalidation	
  risk	
  on	
  the	
  carbon	
  credits	
  markets	
  in	
  California,	
  as	
  well	
  as	
  on	
  
offset	
  project	
  developers	
  and	
  stakeholders	
  in	
  foreign	
  jurisdictions	
  whose	
  livelihoods	
  
are	
  directly	
  impacted	
  by	
  REDD	
  offset	
  projects	
  (cf.	
  social	
  risks,	
  below).	
  
	
  
From	
   a	
   perspective	
   of	
   equity	
   and	
   justice	
   in	
   California	
   climate	
   policy,	
   and	
  
specifically	
  in	
  the	
  expansion	
  of	
  the	
  Cap-‐and-‐Trade	
  Program	
  into	
  International	
  Sector	
  
Based	
   Offsets,	
   it	
   is	
   quite	
   worrisome	
   that	
   the	
   White	
   Paper	
   is	
   explicit	
   in	
   making	
   the	
  
recommendation,	
   upon	
   analysis	
   of	
   the	
   admitted	
   difficulties	
   in	
   insuring	
   that	
  
environmental	
   management	
   and	
   social	
   safeguard	
   protection	
   capacity	
   is	
   in	
   place	
   in	
  
partner	
   jurisdictions,	
   that	
   “partner	
   jurisdictions	
   should	
   clarify	
   that	
   liability	
   of	
   the	
  
REDD	
   program	
   remains	
   with	
   them	
   and	
   not	
   California.”	
   This	
   statement	
   can	
   be	
  
interpreted	
   as	
   an	
   admittance	
   of	
   the	
   expectation	
   of	
   credit	
   invalidation	
   arising	
   from	
  
the	
  REDD	
  program,	
  and	
  at	
  the	
  same	
  time	
  it	
  is	
  a	
  clear	
  effort	
  of	
  California	
  to	
  ultimately	
  
pass	
   that	
   liability	
   and	
   associated	
   invalidation	
  risk	
   on	
   to	
   the	
   very	
   communities	
   and	
  
threatened	
  forests	
  that	
  this	
  policy	
  is	
  purported	
  to	
  be	
  designed	
  to	
  support.	
  
Economic	
  risk	
  
	
  
Economic	
   risk	
   is	
   that	
   risk	
   which	
   is	
   financial	
   in	
   nature	
   and	
   which	
   can	
   be	
  
associated	
  with	
  the	
  economic	
  losses	
  that	
  may	
  arise	
  from	
  events	
  directly	
  connected	
  
with	
  other	
  risks	
  described	
  here.	
  REDD	
  poses	
  economic	
  risks	
  to	
  many	
  stakeholders,	
  
from	
  the	
  project	
  developers,	
  compliance	
  entities	
  and	
  California	
  government,	
  to	
  the	
  
forest-‐dependent	
  and	
  indigenous	
  communities	
  that	
  become	
  subject	
  to	
  the	
  relevant	
  
policies	
  and	
  policy	
  implementation.	
  
	
  
	
  
The	
   most	
   basic	
   of	
   understandings	
   of	
   markets	
   includes	
   recognizing	
   their	
  
inherent	
   volatility,	
   a	
   volatility	
   to	
   which	
   carbon	
   markets,	
   with	
   all	
   of	
   their	
  
complexities,	
   are	
   especially	
   vulnerable.	
   This	
   presents	
   a	
   constant	
   and	
   never-‐ending	
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economic	
   risk	
   due	
   to	
   the	
   potential	
   for	
   changing	
   market	
   values	
   to	
   incur	
   loss	
   on	
  
specific	
   market	
   stakeholders,	
   or	
   the	
   market	
   as	
   a	
   whole.	
   This	
   economic	
   risk	
  
permeates	
   all	
   market	
   based	
   climate	
   policy	
   whose	
   mandated	
   end	
   goal	
   is	
   to	
   reduce	
  
emissions,	
   resulting	
   in	
   a	
   threat	
   to	
   the	
   permanence	
   that	
   in	
   theory	
   should	
   be	
  
underlying	
   all	
   policy	
   intended	
   to	
   implement	
   laws	
   designed	
   to	
   protect	
   California	
  
residents	
  and	
  businesses	
  from	
  the	
  negative	
  impacts	
  of	
  climate	
  change.	
  As	
  such,	
  the	
  
economic	
  risk	
  creates	
  environmental	
  risk,	
  which	
  creates	
  an	
  avalanche	
  effect	
  in	
  other	
  
risk	
  categories.	
  	
  
	
  
The	
  White	
  Paper	
  recognizes	
  and	
  confirms	
  that	
  this	
  risk	
  exists,	
  and	
  suggests	
  
that	
  buffering	
  of	
  the	
  risk	
  is	
  possible	
  through	
  a	
  credit	
  buffer	
  or	
  the	
  use	
  of	
  insurance	
  
policies.	
  Given	
  the	
  socio-‐economic	
  contexts	
  in	
  which	
  REDD	
  projects	
  are	
  developed,	
  
the	
  use	
  of	
  political	
  risk	
  insurance	
  may	
  insulate	
  California	
  from	
  economic	
  risk,	
  but	
  it	
  
does	
   nothing	
   to	
   mitigate	
   the	
   risks	
   to	
   project	
   stakeholders	
   in	
   local	
   jurisdictions	
   –	
  
thus	
   leading	
   to	
   potential	
   exposure	
   to	
   additional	
   social,	
   environmental,	
   legal	
   and	
  
reputational	
   risks.	
   Indeed,	
   a	
   2012	
   paper	
   entitled	
   “Precedent-‐Setting	
   Insurance	
   for	
  
REDD	
   Project	
   in	
   Cambodia	
   Raises	
   Concerns”	
   (see	
   Appendix),	
   examines	
   the	
   Oddar	
  
Meanchay	
  REDD	
  project	
  in	
  Cambodia,	
  which	
  is	
  referred	
  to	
  in	
  the	
  White	
  Paper,	
  and	
  
finds	
   that	
   political	
   risk	
   insurance	
   “protects	
   foreign	
   investors	
   against	
   the	
   potential	
  
for	
   Cambodia	
   to	
   rightfully	
   fulfill	
   international	
   climate	
   change	
   commitments…	
   this,	
  
when	
  combined	
  with	
  inherent	
  weaknesses	
  in	
  the	
  REDD	
  model,	
  may	
  lead	
  to	
  perverse	
  
results	
  in	
  which	
  the	
  project’s	
  stated	
  beneficiaries	
  may	
  not	
  benefit	
  –	
  and	
  some	
  may	
  
even	
  become	
  entities	
  that	
  trigger	
  the	
  political	
  risk	
  insurance.”	
  
	
  
The	
   White	
   Paper	
  also	
   neglects	
   to	
   address	
   serious	
   questions	
   about	
   the	
   long-‐
term	
   effectiveness	
   of	
   these	
   buffers—for	
   instance,	
   how	
   long	
   would	
   insurance	
   remain	
  
affordable	
   for	
   carbon	
   markets	
   once	
   insurance	
   claims	
   start	
   being	
   made	
   on	
  
invalidated	
  credits?	
  	
  The	
  White	
  Paper	
  also	
  fails	
  to	
  address	
  the	
  market	
   signal	
   that	
  is	
  
made	
   by	
   the	
   admittance	
   of	
   this	
   very	
   real	
   liability,	
   and	
   fails	
   to	
   address	
   the	
   impacts	
  
that	
   this	
   growing	
   atmosphere	
   of	
   risk	
   surrounding	
   the	
   carbon	
   credits	
   market	
   will	
  
have	
   both	
   on	
   the	
   market	
   and	
   on	
   the	
   ability	
   of	
   the	
   market	
   to	
   contribute	
   in	
   a	
  
meaningful	
  long-‐term	
  way	
  to	
  the	
  reduction	
  of	
  emissions.	
  
	
  
	
  
Lastly,	
  in	
  a	
  series	
  of	
  instances	
  where	
  projects	
  have	
  been	
  advanced,	
  REDD	
  has	
  
proven	
   to	
   be	
   expensive	
   to	
   implement	
   (see	
   Appendix	
   List	
   item	
  
I.FoEInternational_The-‐great-‐REDD-‐gamble.pdf),	
   and	
   the	
   economic	
   risk	
   that	
   is	
  
inherent	
  in	
  these	
  sorts	
  of	
  “aid”	
  programs	
  could	
  also	
  have	
  a	
  very	
  negative	
  economic	
  
impact	
   on	
   the	
   market,	
   as	
   well	
   as	
   undermining	
   the	
   stated	
   environmental	
   goals	
   of	
  
reducing	
   tropical	
   deforestation.	
   Clearly	
   the	
   issues	
   of	
   economic	
  risk	
   merit	
   far	
   more	
  
discussion	
   than	
   was	
   granted	
   in	
   the	
   White	
   Paper	
   or	
   the	
   Workshop,	
   and	
   they	
   most	
  
certainly	
   are	
   serious	
   enough	
   that	
   policy	
   makers	
   may	
   see	
   the	
   wisdom	
   in	
   abandoning	
  
the	
   proposed	
   International	
   Forest	
   Sector	
   Based	
   Offsets	
   expansion	
   based	
   on	
   an	
  
objective	
  assessment	
  of	
  economic	
  risk	
  alone.	
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Environmental	
  risk	
  
	
  
Environmental	
  risk	
   is	
   in	
   this	
   instance	
   that	
   risk	
   which	
   is	
   associated	
   with	
   the	
  
failure	
   of	
   policies	
   or	
   projects	
   to	
   meet	
   their	
   stated	
   environmental	
   protection	
   and	
  
emissions	
   reductions	
   goals,	
   due	
   to	
   failed	
   program	
   design	
   or	
   due	
   to	
   extenuating	
  
circumstances	
  on	
  both	
  a	
  local	
  and	
  global	
  level,	
  both	
  in	
  California	
  and	
  internationally.	
  
	
  
	
  
The	
  question	
  of	
  permanence	
  is	
  one	
  that	
  the	
  White	
  Paper	
  and	
  the	
  Workshop	
  
both	
   struggled	
   immensely	
   to	
   address	
   in	
   an	
   adequate	
   manner.	
   This	
   conundrum	
   of	
  
permanence	
   is	
   not	
   due	
   strictly	
   to	
   the	
   nearly	
   insurmountable	
   challenge	
   of	
  
establishing	
   a	
   factual	
   and	
   reliable	
   baseline	
   for	
   the	
   current	
   status	
   of	
   forest	
  
conservation	
   and	
   the	
   current	
   rate	
   of	
   deforestation	
   and	
   forest	
   degradation	
   in	
   the	
  
partner	
   jurisdictions,	
   an	
   issue	
   that	
   was	
   brought	
   up	
   during	
   the	
   workshop	
   and	
   that	
  
has	
  been	
  discussed	
  in	
  previous	
  comments	
  presented	
  to	
  the	
  CARB	
  on	
  this	
  issue.	
  The	
  
complex	
   interrelation	
   between	
   human	
   economic	
   activities	
   combined	
   with	
   global	
  
and	
   local	
   climate	
   change	
   impacts	
   presents	
   a	
   series	
   of	
   environmental	
   risks	
   to	
   an	
  
International	
  Forests	
  Sector-‐Based	
  Offsets	
  program.	
  Note	
  that	
  storms,	
  fires,	
  drought,	
  
and	
   other	
   amplified	
   disturbance	
   regimes	
   associated	
   with	
  changing	
   climatic	
   patterns	
  
are	
   the	
   source,	
   in	
   and	
   of	
   themselves,	
   of	
   tremendous	
   stress	
   on	
   communities	
   and	
  
forest	
  landscapes	
  in	
  the	
  partner	
  jurisdictions.	
  As	
  well,	
  forest	
  ecosystems	
  are	
  by	
  their	
  
nature	
  highly	
  dynamic	
  systems,	
  and	
  since	
  time	
  immemorial	
  primary	
  tropical	
  forest	
  
ecosystems	
   have	
   been	
   host	
   to	
   very	
   complex	
   carbon	
   cycles	
   that	
   have	
   never	
   been	
   and	
  
never	
   will	
   be	
   static	
   in	
   the	
   way	
   that	
   the	
   quest	
   for	
   permanence	
   in	
   the	
   offsets	
   program	
  
seemingly	
  desires.	
  The	
  analysis	
  of	
  Environmental	
  Risk	
  and	
  the	
  issues	
  of	
  permanence	
  
merit	
   much	
   closer	
   scrutiny	
   than	
   the	
   CARB	
   staff	
   have	
   provided	
   up	
   to	
   this	
   moment	
   in	
  
both	
  the	
  White	
  Paper	
  and	
  the	
  Workshop.	
  
	
  
	
  
Questions	
   regarding	
   baselines	
   and	
   permanence	
   are	
   important,	
   as	
   they	
   do	
  
raise	
   important	
   doubts	
   as	
   to	
   the	
   promised	
   benefits	
   of	
   an	
   offsets	
   program	
   of	
   this	
  
nature.	
  For	
  instance,	
  the	
  perverse	
  incentive	
  of	
  markets	
  on	
  REDD	
  projects	
  has	
  been	
  
identified	
   as	
   an	
   environmental	
  risk	
   factor	
   in	
   the	
   manner	
   in	
   which	
   the	
   markets	
   can	
  
encourage	
   the	
   maintenance	
   of	
   a	
   certain	
   rate	
   of	
   deforestation	
  to	
   increase	
   the	
   likely	
  
returns	
   on	
   the	
   offsets,	
   a	
   complication	
   that	
   is	
   exacerbated	
   by	
   the	
   fluctuations	
   in	
  
deforestation	
  rates	
  due	
  to	
  market	
  and	
  political	
  factors	
  entirely	
  beyond	
  the	
  control	
  of	
  
the	
   program.	
   The	
   scientifically	
   questionable	
   strategy	
   of	
   using	
   forest	
   carbon	
  
sequestration	
   as	
   a	
   means	
   of	
   compensating	
   for	
   the	
   ongoing	
   burning	
   of	
   fossil	
   fuels,	
  
which	
   results	
   in	
   a	
   number	
   of	
   atmospheric	
   contaminants	
   that	
   forests	
   can	
   do	
  
absolutely	
   nothing	
   to	
   alleviate,	
   is	
   a	
   very	
   serious	
   environmental	
   risk	
   that	
   remains	
  
unaddressed	
  by	
  CARB	
  and	
  the	
  California	
  Cap-‐and-‐Trade	
  Program	
  in	
  general.	
  	
  
	
  
Another	
   issue	
   of	
   environmental	
   risk	
   is	
   that	
   of	
   additionality,	
   which	
   is	
   the	
  
difficulty	
  in	
  guaranteeing	
  that	
  new	
  credits	
  are	
  based	
  on	
  forest	
  protection	
  efforts	
  that	
  
would	
   clearly	
   not	
   take	
   place	
   through	
   conservation	
   strategies	
   already	
   being	
  
implemented	
  or	
  forecast	
  for	
  implementation	
  in	
  partner	
  jurisdictions.	
  This	
  concern	
  is	
  
addressed	
   in	
   depth	
   in	
   various	
   materials	
   cited	
   in	
   the	
   appendix;	
   notably,	
   additionality	
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is	
  also	
  a	
  serious	
  legal	
  concern,	
  given	
  the	
  UNFCCC	
  requirement	
  that	
  all	
  offsets	
  be	
  real,	
  
verifiable,	
  and	
  additional.	
  	
  
	
  
	
  
After	
  reviewing	
  the	
  White	
  Paper	
  and	
  attending	
  the	
  Workshop	
  presentations	
  
it	
   is	
   very	
   clear	
   that	
   far	
   more	
   discussion	
   needs	
   to	
   be	
   given	
   to	
   the	
   jurisdiction	
   level	
  
carbon	
   density	
   mapping	
   methodology	
   as	
   proposed	
   in	
   the	
   White	
   Paper	
   and	
   the	
  
Workshop.	
  It	
  seems	
  highly	
  improbable	
  that	
  carbon	
  density	
  monitoring	
  at	
  this	
  scale	
  
can	
  be	
  accurate	
  in	
  measuring	
  on	
  the	
  ground	
  realities	
  regarding	
  forest	
  protection	
  and	
  
reduced	
   emissions	
   from	
   deforestation.	
   On	
   repeated	
   instances	
   CARB	
   has	
   received	
  
information	
   illuminating	
   the	
   dangers	
   of	
   exotic	
   species	
   plantations	
   for	
   palm	
   oil	
   or	
  
wood	
   products	
   to	
   tropical	
   forest	
   conservation	
   as	
   the	
   means	
   by	
   which	
   such	
   “green	
  
desert”	
   plantations	
   can	
   be	
   calculated	
   to	
   be	
   serving	
   as	
   a	
   carbon	
   sink,	
   even	
   though	
  
they	
   are	
   a	
   prime	
   motor	
   of	
   tropical	
   forest	
   loss	
   and	
   also	
   are	
   not	
   in	
   any	
   way	
   a	
  
permanent,	
  presenting	
  a	
  very	
  high	
  environmental	
  risk	
  to	
  the	
  stated	
  goals	
  of	
  reducing	
  
emissions	
   and	
   protecting	
   forests.	
   Yet	
   the	
   issue	
   of	
   exotic	
   species	
   plantations	
   and	
  
their	
   threat	
   to	
   tropical	
   forests	
   in	
   the	
   potential	
   partner	
   jurisdictions	
   was	
   not	
  
substantially	
   addressed	
   in	
   either	
   the	
   White	
   Paper	
   or	
   the	
   Workshop.	
   It	
   remains	
  
totally	
  unclear	
  exactly	
  how	
  the	
  subnational	
  jurisdictional	
  scale	
  carbon	
  density	
  based	
  
monitoring,	
   review,	
   and	
   verification	
   methodology	
   will	
   provide	
   assurances	
   that	
  
recently	
   established	
   exotic	
   species	
   plantations	
   are	
   not	
   being	
   included	
   in	
   carbon	
  
density	
   measurements.	
   Another	
   example	
   of	
   environmental	
   risk	
   that	
   was	
   not	
  
addressed	
  in	
  the	
  White	
  Paper	
  or	
  the	
  Workshop,	
  and	
  one	
  that	
  is	
  specific	
  to	
  potential	
  
linkage	
   with	
   Central	
   Kalimantan,	
   Indonesia,	
   is	
   how	
   much	
   risk	
   exists	
   due	
   to	
   the	
  
increasing	
   occurrence	
   of	
   unprecedented	
   human	
   disturbance	
   of	
   tropical	
   forest	
  
ecosystems	
   such	
   as	
   with	
   the	
   fires	
   currently	
   underway	
   in	
   Indonesia.	
   These	
   fires,	
   and	
  
the	
   associated	
   deforestation,	
   have	
   largely	
   been	
   traced	
   to	
   failures	
   in	
   governance,	
  
which	
   millions	
   of	
   dollars	
   in	
   REDD	
   financing	
   have	
   thus	
   far	
   been	
   unable	
   to	
   resolve.	
  
The	
  absence	
  of	
  discussion	
  of	
  these	
  contextual	
  issues	
  is	
  evidence	
  that	
  environmental	
  
risk	
   is	
   not	
   being	
   addressed	
   adequately	
   by	
   CARB	
   in	
   exploring	
   this	
   potential	
   policy	
  
proposal.	
  
	
  
Another	
   question	
   that	
   begs	
   transparent	
   debate	
   in	
   the	
   process	
   evaluating	
  
whether	
   or	
   not	
   California	
   should	
   move	
   forward	
   with	
   rule	
   making	
   regarding	
  
International	
  Sector-‐Based	
  Offsets	
  is	
  predicting	
  the	
  repercussions	
  if,	
  and	
  when,	
  it	
  is	
  
discovered,	
   whether	
   through	
   negligence	
   or	
   the	
   inexorable	
   pressure	
   of	
   extenuating	
  
circumstance,	
   that	
   partner	
   jurisdictions	
   have	
   actually	
   failed	
   in	
   the	
   goals	
   of	
  
maintaining	
   or	
   expanding	
   carbon	
   density	
   at	
   the	
   proposed	
   scale,	
   or	
   at	
   any	
   relevant	
  
scale.	
   In	
   the	
   White	
   Paper	
   CARB	
   has	
   essentially	
   stressed	
   the	
   importance	
   for	
  
California	
   that	
   the	
   liability	
   for	
   such	
   potential	
   invalidation	
   rest	
   with	
   the	
   partner	
  
jurisdiction,	
  which	
  is	
  essentially	
  admittance	
  that	
  such	
  reversals	
  are	
  likely,	
  and	
  that	
  
California	
  needs	
  somehow	
  to	
  be	
  shielded	
  from	
  the	
  liability	
  of	
  that	
  likely	
  invalidation	
  
when	
   it	
   does	
   occur.	
   This	
   logic	
   serves	
   to	
   confirm	
   in	
   no	
   uncertain	
   terms	
   the	
   high	
   level	
  
of	
  environmental	
  risk	
  inherent	
  in	
  the	
  REDD	
  proposal.	
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Another	
   inadequacy	
   of	
   the	
   White	
   Paper	
   and	
   the	
   Workshop	
   in	
   terms	
   of	
  
describing	
   environmental	
   risk	
   is	
   the	
   absence	
   of	
   discussion	
   of	
   the	
   larger	
   policy	
  
context	
  permeating	
  those	
  jurisdictions	
  with	
  which	
  California	
  is	
  considering	
  making	
  
offset	
   linkages.	
   Though	
   some	
   of	
   these	
   policy	
   developments	
   can	
   be	
   seen	
   on	
   the	
  
horizon,	
   others	
   happen	
   rapidly	
   and	
   may	
   precipitate	
   landscape	
   level	
   change	
   in	
  
partner	
  jurisdictions	
  that	
  is	
  occurring	
  faster	
  than	
  the	
  State	
  of	
  California	
  is	
  prepared	
  
to	
  anticipate.	
  	
  
	
  
For	
   instance,	
   significant	
   in	
   the	
   consideration	
   of	
   the	
   future	
   management	
   of	
  
natural	
   resources	
   in	
   México	
   is	
   the	
   recent	
   passage	
   in	
   2013	
   of	
   a	
   package	
   of	
   reforms	
  
regarding	
   the	
   governance	
   of	
   the	
   state	
   controlled	
   energy	
   sector	
   in	
   México,	
   preparing	
  
México	
   for	
   an	
   unprecedented	
   influx	
   of	
   foreign	
   investment	
   in	
   the	
   energy	
   sector,	
  
including	
   from	
   corporations	
   based	
   in	
   California.	
   This	
   increase	
   in	
   government	
  
facilitated	
  foreign	
  investment	
  in	
  the	
  Mexican	
  energy	
  sector	
  is	
  not	
  just	
  to	
  be	
  limited	
  
to	
   fossil	
   fuels	
   development,	
   even	
   though	
   that	
   does	
   create	
   environmental	
   risk	
  
regarding	
  the	
  efficacy	
  of	
  California	
  climate	
  policy	
  in	
  and	
  of	
  itself.	
  More	
  pressing	
  for	
  
tropical	
  forest	
  preservation	
  are	
  the	
  prospects	
  for	
  sudden	
  and	
  massive	
  investment	
  in	
  
hydroelectric	
   development	
   in	
  many	
   regions	
   of	
   México,	
   including	
   in	
   Chiapas,	
   which	
  
was	
   not	
   addressed	
   even	
   in	
   passing	
   within	
   the	
   White	
   Paper.	
   Important	
   to	
  
understanding	
  the	
  global	
  and	
  local	
  threat	
  that	
  is	
  present	
  in	
  large-‐scale	
  hydroelectric	
  
development	
   in	
   Chiapas	
   is	
   the	
   increasingly	
   robust	
   body	
   of	
   science	
   demonstrating	
  
that	
   reservoirs	
   from	
   mega-‐dams,	
   especially	
   in	
   tropical	
   areas,	
   are	
   a	
   significant	
  
emitter	
  of	
  methane,	
  a	
  shorter-‐lived	
  but	
  more	
  powerful	
  greenhouse	
  gas	
  than	
  carbon	
  
dioxide.	
   These	
   concerns	
   lead	
   to	
   a	
   question	
   that	
   ought	
   to	
   be	
   addressed	
   fully	
   and	
  
transparently	
   in	
   future	
   CARB	
   workshops:	
   while	
   developing	
   jurisdiction-‐wide	
  
reference	
   levels	
   that	
   require	
   “own-‐effort”	
   reductions	
   before	
   any	
   reductions	
   are	
  
credited	
   is	
   a	
   positive	
   approach,	
   it	
   is	
   unclear	
   how	
   “Business-‐as-‐Usual”	
   projections	
  
take	
   into	
   account	
   the	
   expanding	
   GHG	
   emissions	
   specific	
   to	
   large	
   infrastructure	
  
projects	
  that	
  are	
  planned	
  for	
  all	
  of	
  the	
  partner	
  jurisdictions	
  –	
  all	
  of	
  which	
  also	
  have	
  
associated	
  social	
  impacts.	
  	
  
	
  
Parallel	
   to	
   México,	
   the	
   Brazilian	
   Amazon	
   is	
   slated	
   to	
   be	
   host	
   to	
   the	
  
development	
  of	
  literally	
  dozens	
  of	
  new	
  mega-‐dams,	
  facilitated	
  by	
  federal	
  and	
  state	
  
agencies	
   with	
   the	
   involvement	
   of	
   the	
   private	
   sector,	
   yet	
   the	
   White	
   Paper	
   and	
   the	
  
Workshop	
   in	
   no	
   substantial	
   way	
   discusses	
   the	
   larger	
   context	
   of	
   threats	
   such	
   as	
  
hydroelectric	
   development	
   to	
   tropical	
   forests,	
   much	
   less	
   the	
   impacts	
   such	
  
development	
  would	
  have	
  on	
  longer-‐term	
  permanence	
  of	
  reduction	
  of	
  deforestation	
  
and	
  emissions	
  on	
  a	
  jurisdictional	
  level.	
  Considering	
  these	
  rapidly	
  evolving	
  contextual	
  
dynamics	
   we	
   consider	
   that	
   it	
   is	
   an	
   imperative	
   that	
   there	
   be	
   a	
   full	
   and	
   transparent	
  
discussion	
   regarding	
   the	
   economic	
   and	
   political	
   contexts	
   within	
   which	
   REDD	
   based	
  
linkages	
   for	
   offsets	
   are	
   proposed.	
   We	
   are	
   confident	
   that	
   an	
   open	
   and	
   transparent	
  
debate	
  of	
  these	
  issues	
  will	
  illuminate	
  what	
  the	
  larger	
  context	
  implies	
  in	
  terms	
  of	
  the	
  
environmental	
   risk	
   of	
   the	
   offsets	
   proposal,	
   especially	
   in	
   regard	
   of	
   any	
   actual	
  
permanence,	
   or	
   not,	
   of	
   reduced	
   deforestation.	
   Open	
   debate	
   will	
   inform	
   the	
  
assessment	
  of	
  risk	
  and	
  the	
  ensuing	
  impact	
  on	
  the	
  California	
  carbon	
  credits	
  market	
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regarding	
  environmental	
  risk	
  as	
  negative	
  feedback	
  loops	
  will	
  precipitate	
  issues	
  with	
  
invalidation	
   risk	
   that	
   would	
   certainly	
   begin	
   to	
   contaminate	
   the	
   stability	
   of	
   any	
  
explicitly	
  designed	
  insurance	
  or	
  buffering	
  strategies	
  to	
  reduce	
  liability,	
  with	
  deeper	
  
repercussions	
   resulting	
   in	
   a	
   predictable	
   and	
   increasing	
   instability	
   of	
   the	
   California	
  
carbon	
  market	
  itself.	
  	
  
	
  
Political	
  Risk	
  
	
  
Political	
   risk	
   is	
   that	
   risk	
   associated	
   with	
   political	
   changes	
   in	
   other	
  
jurisdictions,	
   or	
   in	
   jurisdictions	
   superior	
   or	
   even	
   inferior	
   to	
   the	
   subnational	
  
jurisdiction,	
   in	
   which	
   the	
   regulatory	
   frameworks	
   for	
   offset	
   programs	
   and	
   offset	
  
dependent	
   activities	
   are	
   subject	
   to	
   political	
   changes	
   that	
   negatively	
   affect	
   the	
  
validity	
  of	
  the	
  credit	
  and/or	
  negatively	
  impact	
  the	
  ability	
  to	
  meet	
  stated	
  objectives.	
  
	
  
	
  	
  
Though	
  the	
  White	
  Paper	
  and	
  the	
  Workshop	
  placed	
  a	
  tremendous	
  amount	
  of	
  
hope	
  in	
  the	
  prospects	
  of	
  California	
  carbon	
  market	
  linkage	
  with	
  the	
  Brazilian	
  state	
  of	
  
Acre,	
   news	
   reports	
   on	
   Oct	
   28	
   as	
   well	
   as	
   an	
   email	
   question	
   from	
   a	
   webcast	
  
participant	
   in	
   South	
   America	
   exposed	
   the	
   extreme	
   political	
   risk	
   that	
   the	
  
International	
  Sector-‐Based	
  Offsets	
  proposal	
  faces.	
  In	
  this	
  instance,	
  though	
  there	
  are	
  
issues	
   of	
   environmental	
   risk	
   due	
   to	
   the	
   potential	
   “double	
   counting”	
   of	
   credits	
   if	
  
markets	
  in	
  both	
  Brazil	
  and	
  California	
  were	
  to	
  commercialize	
  credits	
  from	
  Acre,	
  the	
  
most	
   important	
   contemporary	
   issue	
   to	
   recognize	
   is	
   that	
   extenuating	
   political	
  
circumstances,	
   specifically	
   regarding	
   the	
   development	
   of	
   the	
   national	
   climate	
  
change	
  policy	
  in	
  Brazil,	
  are	
  placing	
  serious	
  political	
  impediments	
  to	
  the	
  conclusion	
  
of	
  
a	
  
California	
  
linkage	
  
through	
  
REDD	
  
with	
  
Acre	
  
(http://www.bloomberg.com/news/articles/2015-‐10-‐28/brazil-‐deals-‐blow-‐to-‐
schwarzenegger-‐championed-‐carbon-‐trade).	
   In	
   this	
   news	
   report	
   Carlos	
   Klink,	
   the	
  
Secretary	
   of	
   Climate	
   Change	
   in	
   the	
   Brazilian	
   National	
   Environment	
   Ministry,	
   was	
  
quoted	
  as	
  saying	
  that	
  “securities	
  generated	
  by	
  protecting	
  the	
  Amazon	
  rainforest	
  
will	
   be	
   needed	
   by	
   Brazil	
   to	
   meet	
   it’s	
   own	
   emissions-‐reduction	
   targets,	
   and	
   won’t	
  
be	
  sold	
  to	
  another	
  nation	
  or	
  state.”	
  The	
  lack	
  of	
  an	
  adequate	
  answer	
  by	
  both	
  CARB	
  
staff	
   and	
   Acre	
   state	
   officials	
   to	
   this	
   question	
   as	
   it	
   was	
   raised	
   during	
   the	
   Oct	
   28	
  
Workshop	
   calls	
   into	
   question	
   the	
   seriousness	
   with	
   which	
   CARB	
   is	
   considering	
  
political	
   dynamics	
   in	
   other	
   jurisdictions	
   and	
   their	
   corresponding	
   national	
  
governments,	
  and	
   how	
  those	
  dynamics	
  directly	
   impact	
  the	
  viability	
  of	
  the	
  proposed	
  
offsets	
  program.	
  It	
  also	
  seems	
  completely	
  incongruent	
  that	
  the	
  Federative	
  Republic	
  
of	
  Brazil	
  would	
  officially	
  submit	
  their	
  Intended	
  Nationally	
  Determined	
  Contribution	
  
(see	
  Appendix)	
  more	
  than	
  a	
  month	
  before	
  the	
  Workshop,	
  yet	
  the	
  CARB	
  was	
  either	
  
unwilling	
  to	
  discuss	
  this	
  development,	
  or	
  was	
  willfully	
  obfuscating	
  the	
  news	
  by	
  not	
  
making	
  direct	
  reference	
  to	
  this	
  clearly	
  relevant	
  political	
  situation	
  in	
  any	
  substantial	
  
way	
  at	
  all.	
  
	
  	
  
All	
  of	
  the	
  above	
  is	
  evidence	
  that	
  there	
  is	
  a	
  desperate	
  need	
  for	
  informed,	
  open,	
  
and	
  transparent	
  debate	
  regarding	
  this	
  specific	
  topic	
  of	
  tension	
  between	
  Brazil	
  and	
  
California	
  and	
  the	
  growing	
  demand	
  for	
  potential	
  REDD	
  based	
  credits	
  in	
  the	
  State	
  of	
  
Acre,	
   as	
   well	
   as	
   in	
   regards	
   to	
   the	
   diverse	
   and	
   multiple	
   political	
   risks	
   confronting	
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linkage	
  with	
  other	
  jurisdictions	
  as	
  conflictive	
  as	
  Kalimantan,	
  Indonesia;	
  Cross	
  River	
  
State,	
   Nigeria;	
   and	
   Chiapas	
   and	
   others	
   states	
   in	
   México.	
   Acre	
   is	
   also	
   host	
   to	
   a	
  
diversity	
   of	
   stakeholder	
   positions	
   regarding	
   REDD,	
   and	
   there	
   are	
   critical	
   voices	
   that	
  
have	
   documented	
   the	
   social	
   and	
   environmental	
   inadequacies	
   of	
   REDD	
  
implementation	
   in	
   Acre,	
   and	
   which	
   CARB	
   must	
   include	
   in	
   a	
   transparent	
   debate	
  
regarding	
  
this	
  
policy	
  
proposal	
  
(see	
  
Appendix	
  
Item	
  
A.acre_preliminary_report_green_economy.pdf).	
   Essentially,	
   each	
   of	
   the	
   potential	
  
partner	
   jurisdictions	
   are	
   recognized	
   to	
   present	
   their	
   own	
   very	
   unique	
   and	
   serious	
  
political	
   challenges,	
   several	
   of	
   which	
   will	
   be	
   discussed	
   in	
   more	
   detail	
   in	
   the	
  
following	
   sections	
   on	
   social	
   and	
   reputational	
   risk.	
   The	
   varied	
   and	
   multiple	
  
jurisdictional	
  complexities	
  create	
  a	
  risk	
  laden	
  political	
  landscape	
  in	
  which	
  California	
  
would	
   have	
   to	
   be	
   forced	
   to	
   respond	
   in	
   real	
   time	
   in	
   order	
   to	
   manage	
   political,	
  
financial,	
   and	
   public	
   relations	
   issues	
   arising	
   from	
   events	
   in	
   these	
   partner	
  
jurisdictions	
   that	
   will	
   have	
   a	
   direct	
   impact	
   on	
   the	
   permanence	
   of	
   any	
   potential	
  
offsets	
   credits.	
   It	
   is	
   easy	
   to	
   conceive	
   of	
   situations	
   in	
   which	
   California	
   is	
   ultimately	
  
scrambling	
  to	
  attempt	
  to	
  control	
  and	
  mitigate	
  exceptional	
  market	
  volatility	
  arising	
  
from	
   any	
   potential	
   offsets	
   program	
   that	
   may	
   find	
   itself	
   in	
   turmoil,	
   putting	
   the	
   entire	
  
Cap-‐and-‐Trade	
  Program	
  in	
  jeopardy	
  due	
  to	
  poorly	
  understood	
  political	
  risk.	
  
	
  
Social	
  risk	
  
	
  
Social	
   risk	
   is	
   that	
   risk	
   to	
   the	
   well-‐being	
   of	
   affected	
   communities	
   associated	
  
with	
   social	
   conflict,	
   human	
   rights	
   violations,	
   political	
   upheaval,	
   the	
   repression	
   of	
  
political	
   organizations	
   and	
   rights	
   of	
   democratic	
   participation,	
   the	
   perpetuation	
   of	
  
economic	
  scarcity	
  and	
  poverty,	
  and/or	
  by	
  the	
  negative	
  impacts	
  from	
  human	
  caused	
  
climate	
   change	
   itself,	
   as	
   well	
   as	
   the	
   other	
   social,	
   economic,	
   environmental,	
   and	
  
political	
   challenges	
   faced	
   by	
   affected	
   communities	
   in	
   the	
   partner	
   jurisdictions	
   in	
  
consideration,	
   and	
   which	
   may	
   fail	
   to	
   be	
   alleviated	
   or	
   may	
   even	
   be	
   exacerbated	
   by	
  
policies	
  such	
  as	
  REDD.	
  
	
  
	
  
As	
  provided	
  in	
  previous	
  comment	
  to	
  the	
  CARB,	
  the	
  research	
  of	
  Friends	
  of	
  the	
  
Earth	
   International	
   and	
   others	
   (see	
   Appendix)	
   has	
   shown	
   that	
   REDD	
   program	
  
implementation	
   exacerbates	
   preexisting	
   tensions	
   in	
   forest	
   communities	
   due	
   to	
  
conflicts	
   with	
   law	
   enforcement,	
   ongoing	
   corruption,	
   and	
   unresolved	
   disputes	
  
regarding	
   land	
   tenure.	
   It	
   is	
   imperative	
   that	
   CARB	
   provide	
   transparent	
   and	
   equal	
  
opportunities	
  to	
  hear	
  from	
  affected	
  communities	
  that	
  are	
  critical	
  of	
  REDD	
  in	
  order	
  
that	
  California	
  residents	
  be	
  informed	
  about	
  the	
  social	
   risk	
  inherent	
  in	
  an	
  expansion	
  
of	
   California	
   Cap-‐and-‐Trade	
   into	
   Sector-‐Based	
   offsets.	
   Experience	
   on	
   the	
   ground	
  
shows	
   that	
   a	
   majority	
   of	
   local	
   forest-‐dependent	
   communities	
   in	
   every	
   potential	
  
partner	
  jurisdiction	
  are	
  already	
  unstable	
  and	
  traumatized	
  due	
  to	
  the	
  circumstances	
  
of	
   poverty,	
   a	
   repression	
   of	
   democratic	
   processes,	
   and	
   historic	
   conflicts	
   with	
   the	
  
states.	
   To	
   insinuate	
   that	
   REDD	
   does	
   not	
   run	
   the	
   risk	
   of	
   exacerbating	
   pre-‐existing	
  
conditions	
  of	
  conflict	
  is	
  to	
  ignore	
  both	
  history	
  and	
  reality.	
  	
  
	
  
Another	
  topic	
  for	
  transparent	
  discussion	
  is	
  that	
  of	
  how	
  exposure	
  of	
  affected	
  
communities	
  to	
  programs	
  that	
  rely	
  on	
  volatile	
  carbon	
  markets	
  can	
  result	
  in	
  elusive	
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benefits	
   for	
   those	
   communities.	
   It	
   is	
   clear	
   that	
   artificial	
   dependence	
   on	
   unreliable	
  
offsets	
  payments	
  promises	
  more	
  harm	
  than	
  good,	
  which	
  can	
  increase	
  social	
  tensions	
  
as	
   opposed	
   to	
   alleviate	
   them.	
   (See	
   Appendix	
   for	
   numerous	
   academic	
   and	
   civil	
  
society	
  studies	
  demonstrating	
  this	
  concern.)	
  
	
  
In	
  the	
  place	
  of	
  a	
  robust	
  discussion	
  of	
  the	
  real	
  social	
  risk	
  associated	
  with	
  REDD	
  
in	
   many	
   of	
   the	
   jurisdictions	
   in	
   question,	
   the	
   White	
   Paper	
   mentions	
   in	
   passing	
   the	
  
need	
   for	
   “extreme	
   care”	
   for	
   working	
   with	
   affected	
   communities.	
   The	
   White	
   Paper	
  
goes	
   on	
   to	
   express	
   explicit	
   concern	
   about	
   the	
   need	
   for	
   California	
   to	
   choose	
   to	
   link	
  
only	
  with	
  jurisdictions	
  that	
  have	
  “strict	
  social	
  safeguards	
  in	
  place,”	
  while	
  fully	
  failing	
  
to	
   describe	
   any	
   sort	
   of	
   proposal	
   for	
   the	
   development	
   of	
   the	
   necessary	
   criteria	
   by	
  
which	
   an	
   accurate	
   assessment	
   of	
   the	
   efficacy	
   of	
   the	
   “safeguards”	
   can	
   be	
   made,	
   or	
  
what	
   would	
   be	
   the	
   consequences	
   of	
   future	
   failure	
   to	
   abide	
   by	
   these	
   “safeguards.”	
  	
  
The	
   White	
   Paper	
   does	
   make	
   the	
   oblique	
   admittance	
   to	
   the	
   existence	
   of	
   real	
   Social	
  
Risk,	
  by	
  again	
  insisting	
  that	
  “partner	
  jurisdictions	
  should	
  clarify	
  that	
  liability	
  of	
  the	
  
REDD	
   program	
   remains	
   with	
   them	
   and	
   not	
   California,”	
   which	
   amounts	
   to	
   a	
  
confession	
   that	
   the	
   failure	
   of	
   the	
   social	
   safeguards	
   is	
   to	
   be	
   anticipated,	
   and	
   that	
  
California	
  wants	
  to	
  insulate	
  itself	
  as	
  much	
  as	
  possible	
  from	
  this	
  anticipated	
  failure	
  of	
  
social	
  safeguards	
  in	
  partner	
  jurisdictions.	
  
	
  	
  
If	
   the	
   Workshop	
   were	
   to	
   be	
   taken	
   as	
   an	
   example	
   of	
   how	
   processes	
   regarding	
  
REDD	
   will	
   take	
   place	
   on	
   the	
   ground	
   in	
   affected	
   communities,	
   the	
   exclusion	
   of	
  
diverse	
   voices	
   and	
   marginalization	
   of	
   those	
   who	
   are	
   critical	
   of	
   REDD	
   is	
   cause	
   for	
  
great	
   concern.	
   The	
   explicit	
   exclusion	
   from	
   the	
   Workshop	
   panel	
   of	
   voices	
   from	
  
affected	
  communities	
  who	
  are	
  critical	
  of	
  REDD	
  was	
  an	
  unfortunate	
  error	
  that	
  puts	
  
into	
   doubt	
   the	
   commitment	
   of	
   the	
   CARB	
   to	
   an	
   open	
   and	
   robust	
   debate	
   of	
   these	
  
issues.	
   CARB	
   will	
   need	
   to	
   take	
   immediate	
   steps	
   to	
   include	
   more	
   diverse	
   voices	
   on	
  
the	
  REDD	
  proposal	
  in	
  order	
  that	
  the	
  CARB	
  and	
  the	
  citizens	
  of	
  California	
  are	
  properly	
  
and	
   objectively	
   informed	
   as	
   to	
   the	
   conflict	
   and	
   controversy	
   that	
   surrounds	
   REDD	
  
based	
  offsets	
  programs.	
  
	
  
Historically	
   REDD	
   has	
   been	
   criticized	
   and	
   even	
   outright	
   rejected	
   by	
   many	
  
affected	
   communities	
   in	
   potential	
   partner	
   jurisdictions,	
   and	
   this	
   controversy	
   and	
  
conflict	
   merits	
   discussion	
   within	
   those	
   communities	
   as	
   Free,	
   Prior,	
   and	
   Informed	
  
Consent	
  (FPIC)	
  is	
  a	
  critical	
  component	
  to	
  human	
  rights	
  issues	
  associated	
  with	
  REDD	
  
implementation,	
   as	
   recognized	
   in	
   all	
   relevant	
   international	
   norms.	
   Failure	
   for	
  
programs	
  to	
  abide	
  by	
  basic	
  concepts	
  of	
  human	
  rights	
  and	
  democratic	
  participation,	
  
including	
  the	
  opportunity	
  to	
  have	
  an	
  opposing	
  opinion	
  without	
  risk	
  of	
  assassination	
  
or	
   disappearance,	
   is	
   to	
   expose	
   the	
   development	
   of	
   a	
   potential	
   offsets	
   program	
   to	
  
severe	
   social	
   risk.	
   (We	
   recognize	
   that	
   this	
   claim	
   may	
   appear	
   alarmist;	
   for	
  
documentation,	
  see	
  Appendix	
  for	
  current	
  and	
  prior	
  submissions	
  and	
  news	
  sources	
  
from	
  Acre,	
  Brazil	
  and	
  Cross	
  River	
  State	
  Nigeria,	
  specifically	
  the	
  cases	
  of	
  Ninawa	
  Huni	
  
Kwi	
  in	
  Acre	
  and	
  Odey	
  Oyama	
  in	
  Cross	
  River	
  State,	
  Nigeria.)	
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It	
   is	
   clear	
   that	
   CARB	
   staff	
   must	
   be	
   more	
   upfront	
   with	
   the	
   CARB	
   board,	
  
decision	
   makers	
   and	
   the	
   public	
   about	
   the	
   realities	
   of	
   conflict	
   and	
   controversy	
  that	
  
surround	
  REDD	
  in	
  partner	
  jurisdictions.	
  This	
  includes	
  a	
  robust	
  discussion	
  regarding	
  
the	
   current	
   state	
   of	
   human	
   rights	
   in	
   potential	
   partner	
   jurisdictions	
   and	
   what	
   that	
  
implies	
  for	
  equity	
  and	
  justice,	
  as	
  well	
  as	
  environmental	
  outcomes.	
  	
  
	
  
This	
  discussion	
  should	
  also	
  include	
  an	
  explicit	
  and	
  ongoing	
  recognition	
  of	
  the	
  
difference	
   in	
   the	
   implementation	
   and	
   outcomes	
   between	
   donor-‐based	
   REDD	
  
programs	
   and	
   carbon-‐offset	
   based	
   REDD.	
   The	
   danger	
   of	
   the	
   ongoing	
   conflation	
   by	
  
CARB	
   between	
   “donor	
   based	
   REDD,”	
   in	
   which	
   jurisdictions	
   and	
   communities	
   are	
  
provided	
   with	
   clearly	
   accounted	
   performance-‐based	
   payments	
   and	
   “offset-‐based	
  
REDD,”	
   in	
   which	
   payments	
   are	
   based	
   on	
   the	
   fluctuations	
   of	
   the	
   carbon	
   market,	
   is	
  
that	
   the	
   State	
   of	
   California	
   intends	
   to	
   make	
   a	
   major	
   policy	
   decision	
   based	
   on	
   an	
  
incomplete	
  understanding	
  and	
  inadequate	
  analysis	
  of	
  the	
  history	
  and	
  development	
  
of	
   REDD,	
   and	
   what	
   that	
   history	
   implies	
   for	
   potential	
   policy	
   establishment	
   in	
  
California.	
  
	
  
Failure	
   by	
   CARB	
   to	
   be	
   transparent	
   regarding	
   social	
   conflict	
   and	
   the	
  
controversial	
   nature	
   of	
   REDD	
   offsets	
   schemes	
   in	
   affected	
   communities	
   will	
   only	
  
exacerbate	
   the	
   social	
  risk	
   that	
   this	
   controversy	
   engenders.	
   An	
   analysis	
   that	
   is	
   one-‐
sided	
   and	
   attempts	
   to	
   “sell”	
   a	
   particular	
   policy	
   proposal	
   while	
   excluding	
   critical	
  
voices	
   will	
   be	
   incomplete,	
   and	
   thus	
   does	
   decision	
   makers	
   and	
   public	
   a	
   disservice,	
  
even	
  more	
  so	
  when	
  the	
  proposed	
  program	
  is	
  not	
  mandated	
  by	
  law	
  nor	
  an	
  obligation	
  
that	
   the	
   State	
   must	
   fulfill	
   by	
   mandate.	
   An	
   analysis	
   that	
   ignores	
   social	
   risk	
   only	
  
exposes	
  the	
  market	
  to	
  greater	
  economic	
  risk	
  when	
  predictable	
  complications	
  arise,	
  
such	
  as	
  further	
  violation	
  of	
  human	
  rights	
  or	
  the	
  repression	
  of	
  democratic	
  processes	
  
in	
   the	
   affected	
   communities.	
   Such	
   repercussions	
   create	
   market	
   instability	
   due	
   to	
  
invalidation	
  risk	
  and	
  outright	
  cancelation	
  of	
  credits,	
  further	
  jeopardizing	
  an	
  already	
  
vulnerable	
   and	
   volatile	
   market	
   as	
   a	
   whole,	
   as	
   well	
   as	
   promising	
   failure	
   to	
   achieve	
  
the	
  necessary	
  action	
  regarding	
  climate	
  change	
  itself.	
  
	
  
Reputational	
  risk	
  
	
  
Reputational	
   Risk	
   is	
   that	
   risk	
   associated	
   with	
   the	
   damage	
   done	
   to	
   the	
  
reputation	
   and	
   “brand”	
   of	
   government	
   institutions	
   or	
   business	
   entities,	
   and	
   the	
  
individuals	
   representing	
   those	
   entities,	
   due	
   to	
   their	
   direct	
   or	
   indirect	
   association	
  
with	
   partners	
   who	
   are	
   revealed	
   to	
   have	
   been	
   involved	
   with	
   failed	
   environmental	
  
policies,	
   human	
   rights	
   violations,	
   corruption,	
   the	
   exacerbation	
   of	
   social	
   risk,	
   and	
  
other	
  public	
  relations	
  liabilities.	
  
	
  
	
  
Though	
  it	
  may	
  seem	
  grotesque	
  to	
  discuss	
  human	
  rights	
  violations	
  in	
  terms	
  of	
  
how	
   such	
   violations	
   can	
   present	
   reputational	
  risk	
   and	
   negatively	
   impact	
   the	
   “brand”	
  
of	
  an	
  entity,	
  such	
  as	
  a	
  State	
  government	
  or	
  a	
  transnational	
  corporation,	
  it	
  seems	
  to	
  
be	
   necessary	
   to	
   open	
   the	
   discussion	
   of	
   reputational	
  risk	
   in	
   just	
   these	
   terms	
   in	
   hopes	
  
that	
  the	
  gravity	
  of	
  human	
  rights	
  violations	
  is	
  fully	
  understood	
  by	
  CARB	
  officials.	
  In	
  
essence,	
   and	
   what	
   the	
   State	
   of	
   California	
   seems	
   to	
   want	
   to	
   ignore,	
   is	
   that	
   human	
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rights	
   violations	
   that	
   have	
   historically	
   and	
   are	
   currently	
   occurring	
   in	
   potential	
  
partner	
   jurisdictions	
   in	
   México,	
   Nigeria,	
   Indonesia,	
   and	
   Brazil	
   are	
   oftentimes	
  
directly	
   associated	
   with	
   issues	
   that	
   are	
   an	
   integral	
   aspect	
   of	
   any	
   potential	
   REDD	
  
project,	
   such	
   as	
   land	
   tenure	
   disputes	
   or	
   access	
   to	
   public	
   participation	
   and	
  
democratic	
   processes.	
   It	
   is	
   evident	
   that	
   a	
   California	
   REDD	
   based	
   offsets	
   program	
  
could	
  very	
  easily	
  find	
  itself	
  trapped	
  in	
  a	
  public	
  relations	
  quagmire	
  of	
  human	
  rights	
  
atrocities	
   and	
   corrupted	
   democratic	
   processes.	
   In	
   essence,	
   the	
   value	
   of	
   the	
  
“California	
   effect”	
   as	
   a	
   “brand”	
   representing	
   innovation	
   and	
   global	
   leadership	
   on	
  
environmental	
  and	
  climate	
  policy	
  is	
  at	
  risk	
   of	
  suffering	
  irreparable	
   damage	
   because	
  
of	
  the	
  manner	
  in	
  which	
  ongoing	
  and	
  persistent	
  human	
  rights	
  violations	
  in	
  potential	
  
partner	
   jurisdictions	
   could	
   become,	
   speaking	
   frankly,	
   a	
   public	
   relations	
   nightmare	
  
for	
  the	
  Cap-‐and-‐Trade	
  Program.	
  
	
  
	
  
Central	
  to	
  this	
  reputational	
  risk	
  is	
  the	
  absence	
  of	
  an	
  analysis,	
  much	
  less	
  any	
  
recognition,	
  of	
  the	
  existence	
  of	
  concerns	
  regarding	
  the	
  human	
  rights	
  situation	
  on	
  the	
  
ground	
   in	
   potential	
   partner	
   jurisdictions,	
   even	
   when	
   efforts	
   are	
   made	
   to	
   explicitly	
  
caution	
  the	
  State	
  of	
  California	
  about	
  these	
  risks,	
  such	
  as	
  was	
  done	
  with	
  the	
  letter	
  of	
  
January	
   6,	
   2015	
   from	
   civil	
   society	
   organizations	
   in	
   México	
   to	
   the	
   CARB	
   regarding	
  
specifically	
   the	
   crisis	
   with	
   human	
   rights	
   in	
   México	
   (see	
   Appendix	
   Item	
   D.carta-‐
ayotzinapa-‐california.1.5.15.pdf).	
   This	
   letter	
   not	
   only	
   received	
   no	
   response	
   from	
   the	
  
CARB	
   or	
   the	
   governor’s	
   office—this	
   letter	
   and	
   the	
   documentation	
   of	
   historic	
   and	
  
recent	
   human	
   rights	
   violations	
   in	
   potential	
   partner	
   jurisdictions	
   were	
   apparently	
  
insufficient	
  to	
  merit	
  mention	
  in	
  the	
  White	
  Paper,	
  and	
  were	
  only	
  obliquely	
  discussed	
  in	
  
the	
   Workshop	
   due	
   to	
   the	
   raising	
   of	
   the	
   issues	
   in	
   email	
   questions	
   by	
   Workshop	
  
observers.	
  It	
  was	
  notable	
  in	
  the	
  October	
  28	
  workshop	
  that	
  Sr.	
  Hernandez,	
  the	
  official	
  
from	
  Chiapas	
  state,	
  had	
  no	
  response	
  to	
  this	
  concern.	
  
	
  
In	
   real	
   terms	
   reputational	
   risk	
   is	
   not	
   a	
   liability	
   that	
   can	
   be	
   passed	
   off	
   to	
  
partner	
  jurisdictions,	
  in	
  the	
  market	
  place	
  of	
  public	
  perception	
  doing	
  business	
  with	
  
partners	
  includes	
  the	
  assumption	
  of	
  responsibility	
  for	
  public	
  relations	
  liabilities	
  of	
  
those	
   very	
   partners,	
   including	
   any	
   direct	
   or	
   indirect	
   implication	
   in	
   violations	
   of	
  
human	
  rights,	
  in	
  corruption,	
  or	
  in	
  otherwise	
  anti-‐democratic	
  behaviors.	
  Damage	
  to	
  
the	
   “brand”	
   of	
   REDD	
   is	
   already	
   extensive,	
   further	
   damage	
   due	
   to	
   reputational	
  risk	
  
will	
  lead	
  ultimately	
  to	
  the	
  unleashing	
  of	
  an	
  avalanche	
  of	
  negative	
  feedback	
  loops	
  of	
  
social,	
   reputational,	
   legal,	
   and	
   economic	
  risks,	
   all	
   of	
   which	
   cumulatively	
   could	
   have	
  
severe	
   impacts	
   on	
   the	
   efficacy	
   of	
   the	
   offsets	
   program,	
   as	
   well	
   as	
   carry	
   significant	
  
environmental	
  and	
  economic	
  consequences	
  both	
  locally	
  and	
  internationally.	
  
	
  
It	
   is	
   worth	
   mentioning	
   that	
   the	
   offsets	
   concept	
   in	
   itself	
   carries	
   with	
   it	
   a	
  
certain	
  amount	
  of	
  reputational	
  risk	
  due	
  to	
  the	
  questions	
  of	
  equity	
  that	
  accompany	
  a	
  
scheme	
  that	
  is	
  designed	
  to	
  protect	
  businesses	
  in	
  California	
  more	
  than	
  respond	
  to	
  the	
  
existential	
  threats	
  of	
  climate	
  change.	
  The	
  White	
  Paper	
  and	
  the	
  Workshop	
  both	
  could	
  
have	
  been	
  strengthened	
  by	
  a	
  robust	
  debate	
  around	
  the	
  question	
  of	
  whether	
  offsets	
  
divert	
   attention	
   in	
   an	
   obvious	
   manner	
   from	
   California	
   industries	
   own	
  
responsibilities	
  for	
  climate	
  change	
  pollution.	
  The	
  manner	
  in	
  which	
  the	
  White	
  Paper	
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and	
   the	
   Workshop	
   attempted	
   to	
   link	
   causality	
   for	
   current	
   drought	
   conditions	
   in	
  
California	
   to	
   tropical	
   deforestation	
   (White	
   Paper,	
   pp.	
   9-‐11)	
   while	
   ignoring	
   historical	
  
and	
   current	
   industrial	
   forest	
   management	
   issues	
   in	
   California	
   has	
   already	
   created	
  
public	
  comment	
  in	
  response	
  to	
  news	
  coverage	
  of	
  the	
  Oct	
  28	
  Workshop,	
  in	
  the	
  form	
  
of	
  a	
  Letter	
  to	
  the	
  Editor	
  that	
  raised	
  the	
  very	
  question	
  of	
  “why	
  would	
  California	
  not	
  
do	
  more	
  to	
  address	
  forest	
  degradation	
  at	
  home	
  if	
  it	
  is	
  that	
  the	
  State	
  desires	
  to	
  take	
  
innovative	
   action	
   in	
   response	
   to	
   climate	
   change	
   and	
   drought?”	
   More	
   reputational	
  
risk	
  based	
  on	
  negative	
  public	
  opinion	
  of	
  the	
  offsets	
  program	
  is	
  guaranteed	
  if	
  CARB	
  
continues	
   forward	
   on	
   the	
   trajectory	
   sketched	
   out	
   by	
   the	
   White	
   Paper	
   and	
   the	
  
Workshop	
   without	
   building	
   mechanisms	
   for	
   more	
   robust	
   debate	
   about	
   salient	
  
environmental	
  and	
  social	
  issues,	
  including	
  that	
  of	
  human	
  rights,	
  into	
  any	
  potential	
  
rule	
  making	
  process.	
  
	
  
Legal	
  risk	
  
	
  
Legal	
   Risk	
   is	
   that	
   risk	
   associated	
   with	
   the	
   financial	
   costs,	
   public	
   relations	
  
liabilities,	
  and	
  political	
  exposure	
  that	
  comes	
  with	
  facing	
  litigation,	
  and	
  especially	
  if	
  
litigation	
   were	
   to	
   be	
   successful	
   and	
   expose	
   illegal	
   actions	
   on	
   the	
   part	
   of	
   a	
  
responsible	
   agency,	
   whether	
   it	
   be	
   for	
   reasons	
   attributed	
   to	
   inadequate	
  
environmental	
   review	
   of	
   a	
   policy	
   proposal	
   or	
   violations	
   of	
   the	
   rights	
   of	
   public	
  
participation	
  and	
  access	
  to	
  public	
  governmental	
  information.	
  
	
  
	
  
The	
  White	
  Paper	
  and	
  the	
  Workshop	
  both	
  made	
  mention	
  of	
  the	
  process	
  under	
  
which	
   any	
   potential	
   rule	
   making	
   would	
   take	
   place,	
   including	
   analysis	
   of	
   any	
  
proposed	
   rule	
   under	
   the	
   auspices	
   of	
   the	
   California	
   Environmental	
   Quality	
   Act	
  
(CEQA)	
  and	
  the	
  Administrative	
  Procedures	
  Act	
  (APA).	
  Questions	
  have	
  already	
  been	
  
raised	
   in	
   this	
   paper	
   regarding	
   the	
   equity	
   of	
   participation	
   in	
   CARB	
   processes	
  
regarding	
   any	
   potential	
   rule.	
   Since	
   CEQA	
   and	
   APA	
   describe	
   regulations	
   regarding	
  
not	
   only	
   the	
   compliance	
   of	
   state	
   agency	
   decisions	
   with	
   adequate	
   environmental	
  
assessment	
   but	
   also	
   in	
   terms	
   of	
   proper	
   notification	
   of	
   the	
   public	
   and	
   equitable	
  
public	
  participation,	
  it	
  would	
  be	
  prudent	
  for	
  CARB	
  to	
  be	
  highly	
  attentive	
  to	
  exposure	
  
to	
   legal	
   risk	
   in	
   the	
   California	
   judicial	
   system	
   as	
   any	
   potential	
   rule	
   making	
   for	
   an	
  
offsets	
  program	
  proceeds.	
  It	
  would	
  also	
  be	
  prudent	
  for	
  CARB	
  to	
  evaluate	
  exposure	
  
to	
   legal	
   risk	
   in	
   any	
   international	
   forum	
   that	
   may	
   be	
   involved	
   with	
   litigation	
  
responding	
   to	
   any	
   human	
   rights	
   violations	
   in	
   potential	
   partner	
   jurisdictions,	
  
especially	
   related	
   to	
   issues	
   associated	
   with	
   the	
   implementation	
   of	
   Convention	
   169	
  
of	
   the	
   International	
   Labor	
   Organization	
   regarding	
   the	
   right	
   of	
   indigenous	
  
communities	
  to	
  Free,	
  Prior,	
  and	
  Informed	
  Consent	
  (FPIC).	
  Failure	
  to	
  correctly	
  assess	
  
and	
  plan	
  for	
  these	
  legal	
  responsibilities	
  will	
  have	
  repercussions	
  that	
  jeopardize	
  not	
  
only	
  a	
  REDD	
  based	
  offsets	
  scheme	
  but	
  will	
  undermine	
  the	
  entire	
  California	
  Cap-‐and-‐
Trade	
  Program.	
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Recommendations	
  for	
  next	
  steps	
  
	
  
We	
   offer	
   the	
   following	
   list	
   of	
   items	
   as	
   recommendations	
   for	
   next	
   steps	
   in	
   the	
  
evaluation	
   of	
   the	
   potential	
   role	
   of	
   International	
   Sector-‐Based	
   Offsets	
   in	
   the	
  
California	
  Cap-‐and-‐Trade	
  Program.	
  
• The	
   establishment	
   of	
   a	
   publicly	
   available,	
   transparent,	
   and	
   contemporary	
  
risk	
  analysis	
  methodology	
  for	
  evaluating	
  in	
  both	
  qualitative	
  and	
  quantitative	
  
terms	
  the	
  issues	
  of	
  risk	
  described	
  in	
  this	
  letter,	
  as	
  well	
  as	
  other	
  dynamics	
  of	
  
risk	
  that	
  come	
  into	
  view	
  as	
  the	
  public	
  and	
  CARB	
  staff	
  identify	
  them.	
  
• An	
  exhaustive	
  and	
  detailed	
  evaluation,	
  by	
  an	
  independent	
  third-‐party,	
  of	
  the	
  
actual	
   and	
   perceived	
   economic	
   and	
   environmental	
   effectiveness	
   to	
   date	
   of	
  
the	
  California	
  Cap-‐and-‐Trade	
  Program,	
  including	
  an	
  objective	
  analysis	
  of	
  the	
  
role	
   of	
   offsets	
   in	
   the	
   program	
   to	
   this	
   point,	
   and	
   a	
   robust	
   evaluation	
   of	
  
invalidation	
   risk	
   and	
   the	
   impacts	
   that	
   these	
   dynamics	
   have	
   on	
   the	
  
realization	
   of	
   the	
   economic	
   and	
   environmental	
   goals	
   of	
   the	
   program	
   as	
   a	
  
whole.	
  
• A	
  transparent	
  accounting	
  of	
  how	
  stakeholders	
  are	
  selected	
  for	
  participation	
  
in	
   CARB	
   sponsored	
   processes	
   and	
   events	
   related	
   to	
   potential	
   integration	
   of	
  
REDD	
  based	
  offsets	
  into	
  the	
  California	
  Cap-‐and-‐Trade	
  Program,	
  including	
  the	
  
use	
   of	
   public	
   funds	
   and	
   staff	
   time	
   to	
   facilitate	
   participation	
   in	
   the	
   Oct	
   28	
  
Workshop,	
   and	
   any	
   future	
   events	
   ostensibly	
   designed	
   to	
   serve	
   the	
   public	
  
interest.	
  
• The	
  explicit	
  inclusion	
  of	
  voices	
  from	
  potential	
  partner	
  jurisdictions	
  that	
  are	
  
critical	
   of	
   REDD	
   into	
   any	
   publicly	
   funded	
   events,	
   such	
   as	
   Workshops,	
  
briefings	
  or	
  hearings,	
  to	
  insure	
  that	
  residents	
  of	
  California	
  are	
  presented	
  with	
  
a	
   fair	
   and	
   robust	
   debate	
   about	
   the	
   costs	
   and	
   benefits	
   of	
   these	
   proposed	
  
program	
  expansions.	
  
• Considering	
   the	
   high	
   level	
   of	
   risk	
   and	
   the	
   rapidly	
   evolving	
   and	
   highly	
  
complex	
   contextual	
   dynamics	
   surrounding	
   the	
   policy	
   proposal,	
   FoE-‐US	
  
considers	
   it	
   an	
   imperative	
   that	
   there	
   be	
   a	
   full	
   and	
   transparent	
   discussion	
  
regarding	
   the	
   economic,	
   social,	
   and	
   political	
   contexts	
   within	
   which	
   REDD	
  
based	
  subnational	
  jurisdictional	
  linkages	
  for	
  offsets	
  are	
  proposed.	
  
• We	
   recommend	
   the	
   development	
   of	
   human	
   rights	
   and	
   public	
   participation	
  
criteria	
   by	
   which	
   the	
   State	
   of	
   California	
   can	
   evaluate	
   the	
   status	
   of	
   human	
  
rights	
   issues	
   on	
   the	
   ground	
   in	
   potential	
   partner	
   jurisdictions.	
   It	
   is	
   imperative	
  
that	
   the	
   State	
   make	
   an	
   informed	
   and	
   educated	
   decision	
   about	
   whether	
   the	
  
conditions	
  are	
  present	
  in	
  partner	
  jurisdictions	
  to	
  assure	
  that	
  domestic	
  laws	
  
and	
   international	
   treaties	
   concerning	
   human	
   rights	
   are	
   being	
   respected	
   in	
  
said	
  jurisdictions.	
  This	
  includes	
  a	
  set	
  of	
  steps	
  to	
  be	
  taken	
  for	
  the	
  severance	
  of	
  
linkage	
   when	
   violations	
   of	
   these	
   criteria	
   occur.	
   Organizations	
   such	
   as	
  
Amnesty	
  International	
  or	
  Transparency	
  International,	
  amongst	
  others,	
  have	
  
proven	
   methodologies	
   for	
   evaluating	
   human	
   rights	
   that	
   CARB	
   would	
   be	
  
prudent	
   to	
   integrate	
   into	
   the	
   process	
   evaluating	
   the	
   viability	
   of	
   a	
   potential	
  
Sector-‐Based	
  offsets	
  program.	
  
• Accompanying	
   the	
   development	
   of	
   this	
   set	
   of	
   criteria	
   is	
   the	
   development	
   of	
   a	
  
publicly	
   approved	
   plan	
   as	
   to	
   how	
   the	
   State	
   of	
   California	
   is	
   prepared	
   to	
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•

•

respond	
   and	
   sanction	
   partner	
   jurisdictions	
   in	
   regards	
   to	
   human	
   rights	
  
violations	
  that	
  occur	
  in	
  the	
  future,	
  including	
  severance	
  of	
  any	
  linkage.	
  
Before	
   moving	
   forward	
   with	
   any	
   offsets	
   program	
   planning	
   Friends	
   of	
   the	
  
Earth	
  US	
  and	
  allies	
  demand	
  a	
  transparent	
  and	
  public	
  answer	
  to	
  the	
  Jan	
  6,	
  2015	
  
letter	
   addressed	
   to	
   the	
   California	
   Air	
   Resources	
   Board	
   Chair	
   and	
   the	
  
Governor	
   regarding	
   the	
   perpetuation	
   of	
   ongoing	
   human	
   rights	
   atrocities	
   in	
  
México	
   by	
   local,	
   state,	
   federal	
   and	
   paramilitary	
   forces,	
   such	
   as	
   the	
   crimes	
  
known	
  as	
  the	
  Ayotzinapa	
  Case	
  of	
  Sept	
  26,	
  2014,	
  in	
  which	
  6	
  people	
  died	
  and	
  
43	
   students	
   were	
   disappeared.	
   The	
   Mexican	
   national	
   government	
   has	
  
received	
   international	
   condemnation	
   for	
   the	
   incompetent	
   and	
   willful	
  
mismanagement	
   of	
   the	
   investigation	
   into	
   these	
   crimes.	
   This	
   letter	
   of	
   Jan	
   6,	
  
2015	
   was	
   explicit	
   in	
   describing	
   the	
   need	
   for	
   the	
   State	
   of	
   California	
   to	
  
consider	
   the	
   human	
   rights	
   situation	
   in	
   México	
   before	
   moving	
   forward	
   with	
  
any	
   possible	
   linkage	
   between	
   California	
   and	
   subnational	
   jurisdictions	
   in	
  
México	
   on	
   climate	
   change	
   and	
   carbon	
   markets	
   issues.	
   It	
   is	
   imperative	
   that	
   an	
  
informed	
  answer	
  be	
  provided	
  to	
  this	
  letter.	
  
We	
   recommend	
   a	
   full	
   debate	
   and	
   consideration	
   of	
   the	
   development	
   and	
  
pursuit	
  of	
  alternative	
  policies	
  for	
  the	
  State	
  of	
  California	
  regarding	
  the	
  stated	
  
objective	
  of	
  protection	
  of	
  international	
  forests	
  in	
  response	
  to	
  the	
  challenges	
  
of	
   climate	
   change.	
   These	
   alternative	
   policies	
   include	
   the	
   consideration	
   of	
  
potential	
   divestment	
   and	
   procurement	
   strategies	
   within	
   the	
   institutions	
   of	
  
the	
  State	
  of	
  California,	
  as	
  well	
  as	
  an	
  assessment	
  of	
  opportunities	
  to	
  address	
  
the	
   main	
   motors	
   of	
   tropical	
   forest	
   destruction,	
   which	
   is	
   the	
   production	
   and	
  
consumption	
   of	
   commodity	
   goods	
   such	
   as	
   palm	
   oil,	
   wood	
   products,	
   and	
  
petroleum,	
  to	
  name	
  a	
  few.	
  

	
  
Conclusion	
  
The	
  primary	
  purpose	
  of	
  this	
  letter	
  has	
  been	
  to	
  present	
  a	
  stronger	
  model	
  for	
  
the	
   evaluation	
   of	
   the	
   potential	
   role	
   of	
   an	
   International	
   Forest	
   Sector-‐Based	
   Offsets	
  
Program	
   for	
   the	
   California	
   carbon	
   credits	
   market.	
   This	
   model	
   is	
   based	
   upon	
   a	
  
detailed	
   and	
   complete	
   assessment	
   of	
   the	
   multitude	
   of	
   risks	
   that	
   are	
   both	
   directly	
  
and	
   indirectly	
   associated	
   with	
   such	
   an	
   offsets	
   program.	
   The	
   White	
   Paper	
   and	
   the	
  
Workshop	
  were	
  woefully	
  inadequate	
  in	
  the	
  presentation	
  of	
  issues	
  of	
  risk,	
  and	
  also	
  
fully	
   failed	
   to	
   incorporate	
   an	
   assessment	
   of	
   how	
   major	
   developments	
   in	
   current	
  
international	
   climate	
   change	
   policy,	
   such	
   as	
   the	
   Intended	
   National	
   Determined	
  
Contribution	
  from	
  the	
  Federative	
  Republic	
  of	
  Brazil,	
  will	
  impact	
  the	
  potential	
  role	
  of	
  
a	
   REDD	
   based	
   offsets	
   program	
   in	
  California.	
  Considering	
  such	
  severe	
  inadequacies	
  
in	
   the	
   work	
   of	
   CARB	
   staff	
   on	
   both	
   the	
   White	
   Paper	
   and	
   the	
   Workshop	
   there	
   are	
  
many	
  indications	
  that	
  the	
  conditions	
  are	
  not	
  appropriate	
  for	
  California	
  to	
  be	
  moving	
  
forward	
   with	
   the	
   international	
   forests	
   sector-‐based	
   offsets	
   program.	
   We	
   contend	
  
that	
  the	
  resources	
  for	
  developing	
  any	
  future	
  REDD	
  based	
  offsets	
  rule	
  be	
  redirected	
  
to	
   more	
   tangible	
   and	
   effective	
   applications	
   for	
   the	
   addressing	
   of	
   climate	
   change	
  
issues	
  in	
  the	
  State	
  of	
  California.	
  There	
  is	
  no	
  obligation	
  under	
  any	
  law	
  or	
  statute	
  for	
  
the	
   CARB	
   to	
   be	
   developing	
   such	
   high	
   risk	
   policy	
   as	
   is	
   the	
   proposed	
   International	
  
Forests	
   Sector-‐Based	
   Offsets,	
   and	
   as	
   such	
   when	
   a	
   full	
   consideration	
   of	
   the	
   risks	
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intrinsic	
  to	
  this	
  proposal	
  are	
  assessed	
  it	
  becomes	
  increasingly	
  clear	
  that	
  there	
  is	
  no	
  
compelling	
  public	
  interest	
  reason	
  for	
  continuing	
  forward	
  with	
  this	
  proposed	
  offsets	
  
program.	
   Barring	
   the	
   State	
   righting	
   course	
   and	
   abandoning	
   this	
   high	
   risk	
   and	
  
exceptionally	
   complex	
   policy	
   development	
   proposal,	
   we	
   believe	
   that	
   a	
   robust,	
  
transparent,	
   and	
   democratic	
   debate	
   regarding	
   a	
   California	
   REDD	
   based	
   offsets	
  
program,	
  including	
  the	
  broad	
  diversity	
  of	
  issues	
  related	
  to	
  this	
  policy	
  development,	
  
will	
   be	
   more	
   than	
   sufficient	
   to	
   illuminate	
   the	
   need	
   for	
   the	
   State	
   of	
   California	
   to	
  
dedicate	
   time	
   and	
   resources	
   to	
   more	
   environmentally	
   effective	
   and	
   socially	
   just	
  
opportunities	
  for	
  responding	
  to	
  the	
  existential	
  threat	
  of	
  climate	
  change.	
  
	
  
Thank	
  you	
  for	
  having	
  considered	
  these	
  comments.	
  
	
  
Respectfully,	
  

	
  
Gary	
  Graham	
  Hughes	
  
California	
  Advocacy	
  Campaigner	
  
Friends	
  of	
  the	
  Earth	
  -‐	
  US	
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Executive summary
REDD+ stands for Reducing Emissions from Deforestation and forest Degradation in
developing countries (REDD) and includes conservation, sustainable forest management and
the enhancement of carbon stocks (the +). An international initiative negotiated under the
United Nations Framework Convention on Climate Change (UNFCCC), REDD+ has been
proposed as a central strategy for mitigating climate change in forests. While advocates
highlight the cost effectiveness and social and ecological co-benefits that can be generated
through REDD+, many indigenous and forest dependent groups have expressed concerns
about the potential effects of projects on their access to land and resources. This report
identifies key issues facing indigenous and forest-dependent communities with respect to
REDD, and is based on existing academic literature and more current reports by NGOs and
indigenous organizations. We first lay out a brief history of REDD+, interrogate its key
assumptions, and discuss major issues of concern. We then discuss REDD+ as it relates to
indigenous peoples and forest-dependent communities. This is followed by a series of case
studies of developing countries participating in REDD+. We conclude with a discussion of
the principal elements for an alternative vision for REDD+ that takes seriously the rights of
indigenous peoples.

History and Central Issues
REDD+ is a concept in flux that has evolved over time from 2005 when the Coalition of
Rainforest Nations first proposed RED (Reducing Emissions from Deforestation) in
developing countries to the most recent agreements on REDD+ articulated in the Warsaw
Framework (COP 19).
REDD+ has made some progress through discussions and
agreements around safeguards, financing and Measurement, Reporting and Verification
(MRV). However, to date, there are important questions about finance, co-benefits and land
tenure that have yet to be resolved. In addition, the language on safeguards intended to
protect forest-dependent communities remains weak.
With regards to finance, it is widely agreed that massive funding will be required to catalyze
and sustain REDD. However, to date, the amount of funds pledged and disbursed has been far
below the annual $5-10 billion some scholars argue is necessary to establish a successful
REDD program. Drawing on the work of numerous scholars,1 we recommend a carbon tax as
the main finance mechanism for a climate fund. The carbon tax need not be severely
regressive if a portion of the tax revenue is returned to the public in order to offset the cost.
Although carbon taxes have historically been considered politically unfeasible, the urgency of
climate change action has caused policymakers to reevaluate the value in this approach. The
International Monetary Fund (IMF) Managing Director, Christine Lagarde, for example, has
argued in favor of a carbon tax to accelerate emissions reductions and fund mitigation
activities2.
The governance of REDD+ has been complex due to the difficulty of harmonizing the
1
2

Andrew, 2008; Hsu & Bauman, 2012; Nordhaus, 2008
Volcovici, 2014
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different perspectives on forest management across scales and contexts. While local common
property arrangements have demonstrated widespread success in forest management, the
emphasis on the national administration of forests has led to some concerns regarding the
recentralization of forest governance3 and the potential of state-led “green”	
   land grabs for
REDD+.4
Another important area of debate in REDD+ concerns the techniques to measure, monitor,
report, and verify not only the amount of carbon sequestered through avoided deforestation
and forest enhancement activities, but also the co-benefits generated through REDD+ or what
are also known as the “non-carbon”	
  aspects of REDD+. However, MRV has largely focused
on the monitoring of carbon over the social and ecological dimensions, which are particularly
important to indigenous and forest-dependent communities.
Standards and safeguards have been established to ensure quality and credibility of carbon
offsets on the Clean Development Mechanism (CDM) and voluntary carbon markets, and
include carbon, social and ecological project aspects. The REDD+ Social and Environmental
Standards (REDD+SES) were recently developed by a consortium of stakeholders including
national and subnational governments in Latin America, Asia and Africa to evaluate noncarbon and co-benefit dimensions of REDD projects and to monitor and report on safeguards.
It aims to ensure the rights of local communities and indigenous peoples. However, based on
the experience with other co-benefit standards (such as Climate, Community & Biodiversity
Standards), there is concern that the REDD+SES will be insufficient to adequately protect the
rights of indigenous peoples.
A critically important issue for indigenous peoples concerns land, specifically how REDD
will affect land tenure and access to forest resources. REDD+ has illuminated the lack of
clear and formalized forest tenure in many developing countries, and it is uncertain how
REDD will intersect with land conflicts and disputes. The Indigenous Peoples’	
  Partnership on
Forests and Climate Change (IPPFCC) has stated that the failure of states to recognize
indigenous peoples’	
  territories and resources not only violates their most basic rights, but also
represents the “major source of conflicts between indigenous peoples and the state.” 5
However, if carried out effectively, REDD+ could become an important vehicle for resolving
pending land claims and obtaining formal state recognition of indigenous peoples.

Key Assumptions of REDD+
There are several key assumptions associated with REDD+ regarding cost efficiency, drivers
of deforestation and delivery of co-benefits.
1. The first assumption suggests that REDD+ is a highly cost-effective strategy for
carbon reductions. However, once opportunity costs and costs of MRV and
institutional arrangements of forest governance are included, REDD has proven to be
quite expensive to implement. Furthermore, only financial costs are included in
3

Pokorny, Scholz, & Jong, 2013
Di Gregorio et al., 2013
5
Riamit & Tauli-Corpuz, 2012, p. 13
4
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project calculations. The social, cultural and spiritual values of forests are largely
ignored.
2. The second assumption suggests that REDD+ will have a significant impact on
climate change through the reduction of deforestation and forest degradation. This
assumption is challenged on the basis that REDD may be exchanged on an offset
market where reductions in forests are traded for continued emissions from industrial
sectors in the Global North. In addition, there are valid concerns that REDD fails to
address the main drivers of deforestation and forest degradation, such as large-scale
commercial agriculture, cattle ranching and timber harvesting.
3. The third assumption suggests that REDD can achieve both market efficiency as well
as sustainable development and local co-benefits. However, scholars have identified
fundamental tradeoffs between market efficiency and sustainable development, with
the former (market efficiency) consistently receiving priority 6 . While some
researchers argue that carbon forestry projects under common property arrangements
can lead to greater local benefits, 7 empirical studies have demonstrated that the
presence of carbon markets can weaken the institutional social controls communities
use to manage forest commons, thereby compromising the effectiveness of collective
action.8

Indigenous Concerns
In this report, we also discuss critical issues specifically pertaining to indigenous peoples in
relation to REDD+. Issues raised in the literature or in reports by indigenous groups include:
risks of exclusion from forests and restrictions on resource access; the form and distribution
of benefits; the establishment of effective safeguards; meaningful participation; and
fundamental concerns over the commodification of nature. Indigenous peoples have
participated in international negotiations as a means to influence the direction and scope of
REDD and to ensure indigenous rights are respected and secured. Furthermore, the practices
and traditional ecological knowledge of indigenous peoples may provide guidance on REDD,
not simply as a mitigation and adaptation strategy, but also as a long-term sustainable landuse plan. Finally, many indigenous peoples have expressed concerns about the ways in which
carbon markets commodify nature. A market-based view prioritizes cost-effective strategies
and the commodification of ecological services, thereby utilizing the same economic tools
and logic that arguably constitute the underlying source of the climate change problem. The
failure of many projects based on market logic suggest a need to consider a radically different
approach if we are to effectively and equitably tackle climate change. The concept of Buen
Vivir (literally “good living”) offers an important perspective for reimagining and creating a
new vision for development driven not by capital accumulation but by a deep understanding
of the interrelationships between humans and nature. Furthermore, this indigenous biocultural and ecosystems approach emphasizes respect for human rights, ecological integrity,
and the generation of non-carbon benefits over cost concerns.

6

Olsen, 2007
Chhatre & Agrawal, 2009
8
Brown & Corbera, 2003; Osborne, in review
7
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Country Profiles
Following the discussion of indigenous peoples’ concerns related to REDD, we present seven
case study profiles of countries involved in various stages of REDD+. The cases presented
include Mexico, Indonesia, Guyana, Peru, Ecuador, Tanzania, and Brazil. Each one reflects a
unique context for indigenous people’s relationship to REDD. For each case, we provide the
country background with respect to REDD, challenges to implementation, and issues
particular to indigenous communities.

Approaches for an Alternative REDD+ Vision
In the last section we discuss central components of an alternative vision for REDD.
Elements include collective action, a rights-based approach, a biocultural approach, and a
non-market approach.
Collective action: Research on collective action has demonstrated that communities can
successfully manage common pool resources such as forests provided a number of design
principles are in place. Elinor Ostrom, winner of the Nobel Prize in Economics in 2009,
identified 8 design principles critical for the success of common property resource
management9. They include:
Boundaries	
  –	
  Boundaries should be clearly defined and recognized.
Proportionality	
  –	
  Costs of management should be proportional to the benefits.
Collective choice	
  –	
  Rules should be made by the resource users themselves.
Monitoring –	
  A system must be in place to track people’s behaviors.
Sanctions	
  –	
  Individuals who break established rules must face consequences.
Conflict resolution mechanisms	
  –	
  Conflict between users should be resolved.
Recognition of rights to organize	
   –	
   Communities must have sufficient
autonomy to make decisions apart from non-local authorities.
8. Nested Enterprises	
   –	
   Nesting of institutions demonstrates that all levels of
governance have an important and legitimate role to play.
1.
2.
3.
4.
5.
6.
7.

In relation to REDD, a collective action approach suggests that in cases where communities
have demonstrated the ability to successfully manage forest systems, they should be given the
right to continue their unique forms of governance without interference from non-local users.
Rights-based approach: According to numerous indigenous reports and academic studies, the
United Nations Declaration on the Rights of Indigenous Peoples (UNDRIP) should guide all
aspects of REDD and inform safeguard policies. Indigenous peoples have a right to
participate in REDD and/or carbon markets (if they so choose), but through FPIC (‘Free prior
and informed consent’), they also have a right to be fully informed and to oppose
participation altogether. For indigenous peoples, human rights are directly related to territory.
Therefore, recognizing indigenous rights to territory and resolving land tenure conflicts
should be a prerequisite for participation in REDD.

9

Ostrom, 1990

Comment Overview

10

Navigate to Table of Contents

INDIGENOUS PEOPLES AND REDD+: A CRITICAL PERSPECTIVE

Biocultural approach: Also critical to an indigenous REDD is an ecosystem-based,
biocultural approach. This approach highlights the relationship indigenous peoples have with
their environments and the wealth of traditional ecological knowledge they have acquired
over generations. It also reflects a dynamic and dialectical relationship between people and
the environment. In addition, a biocultural approach is ecosystem-based rather than marketbased10. Forests are recognized for their social, cultural, economic and spiritual values that
cannot be adequately represented in monetary terms alone.
Non-market approach: A non-market approach to REDD recognizes the multiple values of
forests beyond their economic and carbon values. This approach also questions the use of
global carbon markets as the main financial mechanism for guiding the management of forest
ecosystems. It highlights concerns about the commodification of land and forests, which can
result in the loss of indigenous sovereignty over their territory and/or reduced access to forest
resources. Although the finance mechanisms for REDD have yet to be formally decided, the
market model has acquired significant traction in international and national arenas. Nearly all
mitigation strategies reflect an orientation to the market, as seen in the flexibility mechanisms
of the UNFCCC, the carbon market approach of the World Bank’s Forest Carbon Partnership
Facility (FCPF), and the standardization of MRV and rigorous carbon calculations in REDDreadiness activities consistent with requirements for a future market.11 Therefore, a nonmarket approach would not include carbon markets as the main financial mechanism for
REDD.
Instead we suggest economy-wide carbon taxes in industrialized countries, the revenue of
which could provide support for the UN Green Climate Fund. A portion of this fund
(equivalent to the percentage of emissions from deforestation and degradation) could go
toward REDD+ activities. The Ad hoc Working Group for Long-Term Cooperative Action
(AWG-LCA) under the UNFCCC in 2009 proposed establishing a REDD+ window within
the Green Climate Fund to support and finance all phases of REDD+, and is advocated by
numerous environmental groups such as Greenpeace.

Conclusion
This report clearly calls into question the use of market mechanisms for delivering important
conservation and community development co-benefits. The gravity of climate change and itʼs
deep interconnection with capitalism (Klein 201412) demands radical shifts in our current
market-oriented approaches. In the short term, we propose a carbon tax that would support a
fund for successful policies and efforts that reduce and avoid forest-based emissions. In the
long term, we ultimately need to work toward imagining a different future, one based on a
new paradigm, which foregrounds ideas of collective action, indigenous rights and
bioculturalism, and prioritizes the needs of communities over the requirements of the market.
An indigenous, bio-cultural approach does just that, and must be incorporated into the design
of any just and effective climate change mitigation strategy for forests.	
  
10

IPCCA, 2013
Riamit & Tauli-Corpuz, 2012
12
Klein 2014
11
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1. History and Central Issues

Introduction
Increasing carbon emissions and devastating impacts of climate change around the world
have galvanized the international community to take action. One climate change mitigation
strategy receiving significant attention is REDD+. An international initiative negotiated under
the United Nations Framework Convention on Climate Change (UNFCCC), REDD+
provides financial incentives to governments and landowners in developing countries to
reduce carbon emissions in forest systems. REDD+ stands for Reducing Emissions from
Deforestation and forest Degradation in developing countries (REDD) and includes
conservation, sustainable forest management and the enhancement of carbon stocks (the +).
As emissions from forest loss and degradation have represented as much as 17% of global
greenhouse gas (GHG) emissions13, sustainable management of forest ecosystems can play a
significant role in mitigating climate change.
REDD+ represents the first attempt to formally integrate avoided deforestation into
international climate change efforts. Although initially considered in the negotiation of the
Kyoto Protocol, avoided deforestation was eventually removed from this effort due to
technical, institutional and social challenges. As a result, the Kyoto Protocol’s Clean
13

IPCCA 2007, Agrawal, Nepstad, & Chhatre, 2011
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Development Mechanism14 was constrained to afforestation and reforestation activities and in
effect failed to address the root causes of deforestation. Given the seriousness of climate
change and the contribution of forest loss to global emissions, proponents have been keen to
advance the REDD+ initiative. However, REDD+ has been highly controversial, particularly
for indigenous and forest-dependent communities concerned about the potential impacts of
carbon forest activities on their land rights, livelihood practices, and access to resources, as
well as how equitably the benefits of REDD+ might be distributed among stakeholders. We
argue that at the heart of the REDD+ debate are fundamental differences between indigenous
worldviews and the commodification of nature. This report grapples with these contradictions
and attempts to identify potential avenues for the effective and equitable reduction of carbon
emissions in forest ecosystems on which indigenous and forest-dependent communities rely.
This report identifies key issues associated with REDD+ as they relate to indigenous and
forest-dependent communities. In this first section, we will first provide a brief history of
REDD+, and discuss major issues of concern. In section 2, we then interrogate key
assumptions of REDD+. We will then discuss REDD+ as it relates to indigenous peoples and
forest-dependent communities in section 3. This will be followed by a series of case studies
profiles featuring developing countries involved in REDD+. In section 5, we will conclude
with a discussion of the principal elements for an alternative vision for REDD+ that takes
seriously the rights of indigenous peoples.

Brief History and Central REDD+ Issues
In light of challenges within past climate negotiations regarding avoided deforestation,
REDD+ has evolved to accommodate a broad range of interests across the Global North and
South. In 1992, the UN Framework Convention on Climate Change (UNFCCC) recognized
the importance of terrestrial and marine ecosystems as sinks and reservoirs of carbon and
promoted sequestration and conservation in forests as a mitigation strategy for climate
change. Nonetheless, avoided deforestation, along with the role of developing countries in
climate change mitigation, proved to be a highly contentious issue that nearly led to the
collapse of the Kyoto negotiations.15 In the end, avoided deforestation was excluded from the
Kyoto Protocol primarily due to technical concerns over additionality 16 , leakage 17 ,
permanence18 and the challenges of measuring forest carbon. These technical issues, along
with the higher than anticipated transactions costs associated with the afforestation and
reforestation activities permissible under the CDM, have resulted in the small percentage

14

The Clean Development Mechanism (CDM) is a flexibility mechanism that allows industrialized countries to
reduce a portion of their emissions in the developing world through project-based activities.
15
Pistorius, 2012
16
Additionality signifies the degree to which emission reductions are additional and would not have occurred in
the absence of the carbon offset project.
17
According to the IPCC, leakage “refers to the situation in which a carbon sequestration activity (e.g., tree
planting) on one piece of land inadvertently, directly or indirectly, triggers an activity which, in whole or part,
counteracts the carbon effects of the initial activity” (Metz et al. 2001 pg. 331).
18
In the Land use, Land-use Change and Forestry report, the IPCC defines permanence as “The longevity of a
carbon pool and the stability of its stocks, given the management and disturbance environment in which it
occurs” (Watson 2000, pg. 20).
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(less than 1%) of forest projects registered under the CDM.19 As avoided deforestation
remains excluded from the CDM, these projects have been largely implemented through the
much smaller voluntary market.
Avoided deforestation gained traction in 2005 due to growing recognition of the contribution
of deforestation and forest degradation to global carbon emissions and the assumed costeffectiveness of forest-based activities.20 In 2005, Reducing Emissions from Deforestation
(RED) was formally introduced at the 11th Conference of the Parties (COP 11) in Montreal by
the Coalition for Rainforest Nations (Papua New Guinea, Costa Rica, and 8 other countries).
They proposed using a compensated reduction approach, which involves providing
performance-based payments that reward countries and landowners for reducing deforestation
and increasing forest carbon. This proposal received broad-based support from countries at
the COP because it was perceived as a flexible and cost-effective approach that would allow
developing countries to participate voluntarily without hindering their economic growth.21
RED was also recognized for its potential to provide social and ecological co-benefits such as
sustainable development for indigenous and forest-dependent communities, as well as
biodiversity and hydrological benefits. Although the initial RED proposal had no mention of
indigenous peoples’	
   rights, 22 it was generally seen as a “triple win”	
   for climate, local
communities and biodiversity.23
At COP-13 in 2007, following recommendations from proposals and workshops carried out
over the previous two years, forest degradation (adding the second ‘D’ to REDD) was
formally introduced in the Bali Action Plan. This plan also recognized the role of
conservation, sustainable management of forests and enhancement of forest carbon stocks24.
A year later at COP 14 in Poznan, the plus was officially incorporated to represent these
additional activities and the need for a more inclusive REDD.
Although COP-15 in Copenhagen was widely considered a failure, the Copenhagen Accords
acknowledged the importance of REDD+ for climate change mitigation and emphasized the
necessity for “substantial finance”	
   from developed countries for REDD+ activities. The
Copenhagen Green Climate Fund and the carbon market were both proposed as potential
funding sources for REDD+. Despite extensive discussions of the need to provide substantial
financing for REDD+, disagreements among party members produced low levels of funding
commitment at the international level and resulted in an emphasis on national strategies
supported through bilateral and multi-lateral funds.25

19

Thomas et al., 2010
Hiraldo & Tanner, 2011
21
Pistorius, 2012
22
Wallbott, 2014
23
Pistorius, 2012
24
Hiraldo & Tanner, 2011
25
Pistorius 2012
20

Comment Overview

14

Navigate to Table of Contents

INDIGENOUS PEOPLES AND REDD+: A CRITICAL PERSPECTIVE

While the draft emerging from the Ad Hoc Working Group on Long-Term Cooperative
Action26 (AWG-LCA) at Copenhagen addressed safeguards27, it used vague language to
define the safeguards along with merely a ‘request that safeguards be supported. 28	
  	
  
Safeguards in REDD+ are meant to address issues of transparency, national sovereignty,
respect for the rights and knowledge of indigenous peoples (in accordance with the United
Nations Declaration on the Rights of Indigenous Peoples), and include activities that enhance
environmental and social benefits.
Although continuing to move away from a unified global mechanism, REDD+ was at the
center of COP 16 discussions between governments, the private sector and civil society
NGOs, where both bilateral and multilateral REDD+ processes outside of the UNFCCC were
legitimized. The COP 16 meeting produced the Cancun Agreements, which aimed to address
the drivers of deforestation, developed procedures for REDD Readiness29 and determined a
three-phase approach30 to prepare developing countries for REDD+. Although social and
environmental safeguards were discussed and agreed upon, much of the language on
safeguards in the Cancun Agreements remained weak, and the specific section on safeguards
was included only as an Annex, much to the dismay of many NGO and indigenous observers.
The Green Climate Fund was also established at COP 16. The following year at COP 17 in
Durban, a governing structure for the fund was decided. The Green Climate Fund aims to
raise US$ 100 billion per year by 2020 for mitigation and adaptation efforts in the developing
world. To date, only a fraction of this amount has been pledged and there is uncertainty about
how the fund will secure long-term support.
Negotiations during COP18 held in Doha, Qatar, in 2010 were expected to tackle unresolved
issues around safeguards, MRV, indigenous peoples’ rights and non-carbon benefits.
However, there were no formal decisions made in these key areas. This led groups such as the
Forest Peoples’	
   Program to call the outcomes of COP 18 “disappointing for indigenous
peoples”31 due to negotiators inability to reach decisions on REDD in general and clarify
issues related to indigenous peoples more specifically.

26

The UN-REDD approach has two parallel working tracks: 1) The SBSTA works on long-term methodological
issues and 2) The Ad Hoc Working Group on Long-term Cooperative Action (AWG-LCA) initiates
consideration of policy approaches and positive incentives related to REDD (Wallbott, 2014).
27
“Safeguards” refers to precautionary procedures that ensure REDD+ activities do not negatively impact
people or the environment.
28
UNFCCC 2009. Ad Hoc Working Group on Long-Term Cooperative Action under the Convention. Eighth
session. Copenhagen, 7-15 December 2009.
29
Elements of REDD Readiness include 1) A national REDD+ strategy or plan; 2) a national reference level
where countries define a baseline for emissions from deforestation and degradation against which future
emission reductions will be measured and compensated; and 3) a forest monitoring, reporting and verification
system for carbon stores, as well as methods for measuring compliance with REDD+ safeguard requirements.
30
The three-phases of REDD+ based on the Cancun Agreement include 1) REDD-Readiness to build
institutional capacity within countries, 2) the establishment of finance mechanisms to access funding, and 3) the
receipt of performance based funding.
31
Forest Peoples’ Program, 2013
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Perhaps the most concrete accomplishment to emerge from COP19 was the Warsaw
Framework, a package of seven decisions related to REDD+ that builds on the Cancun
Agreements. While the Warsaw Framework included firm agreements on results-based
finance, establishing baselines, technical points for MRV, and safeguards, it draws on
similarly weak legal language as in previous REDD documents by only ‘encouraging’ parties
to take actions to address the drivers of deforestation 32 . Finance for REDD+ received
significant attention at Warsaw, and both market and non-market mechanisms (including the
Green Climate Fund) were deemed legitimate forms of finance. In this vein, with support
from Norway, the UK and US, the $280 million BioCarbon Fund Initiative for Sustainable
Forest Landscapes was launched, which is a fund managed by the World Bank to reduce
agriculture-driven deforestation. This fund aims to incentivize land use change based on an
integrated landscape approach that simultaneously addresses deforestation, agriculture, and
sustainable development. 33 Nonetheless, while some interpret the Warsaw Conference
agreements as a positive indicator that REDD+ is receiving broad international support34,
others note that the COP agreements are still overrun with vague commitments from
developed countries while developing countries are required to fulfill an ever-growing list of
obligations in order to receive climate finance35. In other words, REDD+ is still fraught with
scientific, technical, economic and political challenges.36 In addition, although COP19 led to
an agreement that REDD+ require “adequate and predictable payment,”37 it did not provide a
definitive answer regarding who will finance REDD over the long-term and how, if left to the
carbon market, payments will be stabilized in spite of the constant fluctuations of carbon
prices.38
In addition to questions of finance, issues of REDD+ governance, land tenure, and MRV are
among the most challenging issues for forest dependent and indigenous peoples. We discuss
these issues in greater detail below. Future COP meetings will need to address these concerns
if REDD+ is to move forward in an effective and equitable way. This report draws on
existing research on REDD+ and presents key concerns in order to assist interested parties in
the design of an alternative vision for REDD+ that takes seriously the concerns of forest
dependent and indigenous communities.

REDD+ Finance
It is widely acknowledged that massive funding will be needed to catalyze and sustain
adequate payments for REDD+ into the future.39 Along with other studies, the Stern Review
on the Economics of Climate Change concludes that between US $17 billion and $33 billion
will be required on an annual basis in order to halve carbon emissions from forests by the
32

UNFCCC 2013. Warsaw Framework for REDD-plus. COP 19.
Leonard, 2013
34
Code REDD, 2012
35
Visseren-Hamakers et al., 2012; Wallbott, 2014
36
Leonard, 2013
37
Warsaw Framework: Work programme on results-based finance to progress the full implementation of the
activities referred to in decision 1/CP.16, paragraph 70. 2013
38
Lang, 2013g
39
Pokorny et al., 2013; Rival, 2013; Seymour & Angelsen, 2012
33
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year 2030. Grieg-Gran suggests a minimum of US$5 - $10 billion annually is necessary to
significantly reduce emissions from deforestation.40 However, to date, the REDD+ funds
pledged for the period 2006-2018 amount to only US$6.9 billion total (US$530 million/year),
indicating a drastic shortfall in REDD+ funding.41
The future financing mechanisms for REDD+ have been the subject of intense debate in
international climate negotiations and are yet to be formally determined. While both market
and non-market (e.g. designated funds) mechanisms are being considered for REDD+, market
mechanisms tend to be prioritized in international negotiations, particularly by Global North
countries. This lack of clarity regarding the source, amount and structure of REDD+
financing greatly destabilizes the long-term viability of REDD+ programs.
To date, most REDD+ funding available has been dedicated to REDD-Readiness and REDD
pilot activities. Between 2007-2012, US$2.78 billion was pledged through seven different
funds.42 Norway has led efforts to create financing for REDD+, contributing 58% of the
funds pledged thus far, followed by much lower pledges from the UK, Australia, and the
United States. Norway has also supported Brazil’s Amazon Fund, Guyana’s REDD+
Investment Fund for Low Carbon Development, and the UN-REDD fund to support National
REDD+ program development in 18 partner countries including Indonesia, Ecuador, the
Congo, and Tanzania. The World Bank’s Forest Carbon Partnership Facility (FCPF) has been
another important source of REDD+ funds and has approved 37 countries for readiness
funding.
In addition to these funds, in 2011 the Green Climate Fund was adopted under the UNFCCC.
Although the fund has yet to become operational, it aims to raise US$100 billion per year by
2020 from both public and private sources and is intended to become the primary multilateral
financing mechanism to support climate change adaptation and mitigation activities
(including REDD+) in developing countries.
While funds have provided the largest support for REDD+ to date, some actors suggest the
carbon market may be the most promising source of long-term REDD financing. Proponents
of this approach estimate the market could generate as much as US$50-120 billion of REDD
funding per year over the long term.43. The World Bank, which houses FCPF, has long
envisioned REDD+ as a market-based strategy. In a 2007 press release, World Bank senior
natural resources management specialist, Benoit Bosquet, an important figure in the
development of FCPF, revealed that “The facility’s ultimate goal is to jump-start a forest
carbon market that tips the economic balance in favor of conserving forests.”44. However, as
existing carbon markets have demonstrated, market-based financing could insert incredible
volatility and risk in the REDD+ approach. Not only do different carbon trading schemes

40

Grieg-Gran, 2006
Voluntary REDD+ Database, 2014
42
Schalatek et al., 2012
43
Corbera et al., 2010
44
World Bank, 2007
41
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produce substantially different prices for carbon45, but the market is also subject to dramatic
and unexpected fluctuations that can destabilize the long-term success of carbon sequestration
activities as a mitigation strategy. In 2013, for example, the European Union’s Emissions
Trading Scheme (EU ETS) carbon price collapsed to its lowest price ever to 2.63
Euros/tCO2e (US$ 3.59), thereby drastically undermining faith in a market-based approach to
carbon reductions (see Figure 1)46. Based on these earlier market failures, we argue that
leaving the fate of our climate to a volatile carbon market is too great a risk.

The carbon market is constituted by several compliance and voluntary markets, including the
European Union’s Emissions Trading Scheme (EU ETS), the Kyoto Protocol’s Clean
Development Mechanism (CDM) and Joint Implementation (JI) 47 mechanisms, and the
voluntary carbon market. In 2013, the value of the carbon market was estimated at US$53
billion dollars. The EU ETS is the largest carbon market and is dominated by emissions
trading, although it does allow the use of some offsets through the CDM or JI markets. To
date, carbon offsets from land use and forestry have not been included in the European
carbon market and have played only a small role in the CDM (less than 1%) due to their high
risks and transactions costs. For example, unresolved problems of carbon “leakage”	
  mean that
avoided deforestation activities may not produce verifiable emission reductions. Until these
45

For example, the EU ETS average price in 2006 was US$ 22.10 /tCO2e vs. the CDM’s Certified Emissions
Reductions (CERs) average price of 10.90 US$/tCO2e in 2007 (World Bank 2007a, b in Corbera et al., 2010, p.
363)
46
Lang, 2013c
47
Joint Implementation refers to climate change mitigation activities or offsets implemented within
industrialized countries, the credits of which are traded on the carbon market
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issues are resolved, it is unlikely that REDD+ credits will be traded within the EU ETS or the
CDM at any significant level.
Nevertheless, California’s carbon market (the second largest market after the EU ETS) is
likely to be a source of financing for REDD+. The sale of credits from sustainable forest
management in Californian forests has begun and may support REDD+ projects
internationally as early as 2015. Despite its volatility, the carbon market is still considered by
many financial institutions to be a highly lucrative arena for financial gain. Much of this gain
is derived not from direct sales of carbon credits, however, but through speculative activity.
The growing number of carbon exchanges, as well as various banks and commodity
exchanges, utilize derivatives and other speculative instruments to boost profits from carbon
trades. One environmental consultancy has argued that by 2030 the carbon market will be the
largest commodity market in the world –	
  with a value as high as US$2.5 trillion, equivalent to
the current market for oil.48 However, some question the effectiveness of such a market
mechanism if financial gains are primarily associated with speculative activities.
While the carbon market has demonstrated an ability to generate revenue, albeit unevenly,49
its effectiveness as a mechanism for reducing greenhouse gases, particularly in forests,
remains uncertain. In accordance with market logic, the carbon market seeks the least
expensive source of carbon available. Therefore, credits associated with weaker standards
such as the Verified Carbon Standard (VCS) are likely to expand as they fail to consider the
ecological and social co-benefits and are therefore able to offer cheaper carbon than those
regulated by higher comprehensive standards.50
Finance mechanisms such as levies and carbon taxes could be linked to existing markets or
funds. Some countries have proposed a tax or levy on carbon credits associated with the Joint
Implementation (JI) mechanism of the Kyoto Protocol, similar to the levy on Certified
Emissions Reductions (CERs) in the CDM. According to Corbera et al.51 “a levy of this kind
would depend on the existence of a sound long-term carbon market in order to produce a (to
some extent) predictable flow of funds.”	
   Other Parties have recommended a carbon tax on
energy-intensive commodities in industrialized counties to fund REDD+ activities. Although
carbon taxes have historically been considered politically unfeasible, International Monetary
Fund (IMF) Managing Director, Christine Lagarde, has recently heralded the importance of
implementing a carbon tax to accelerate emissions reduction and fund mitigation activities52.
Of these finance mechanisms, the carbon market continues to dominate in policy circles.
Even the proposal for a carbon levy on JI or the EU ETS would require the existence of a
robust carbon market. In addition, REDD+ Readiness carbon funds (e.g. World Bank FPCF)
prepare developing countries for participation in possible future carbon markets. Some

48
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50
Agrawal et al., 2011, p. 384
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52
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scholars 53 suggest that REDD+ Readiness funds should expand their focus beyond the
establishment of carbon storage and monitoring capabilities to include the development of
livelihood alternatives and governance mechanisms that foster greater forest conservation
independent of long-term financing. While livelihood alternatives are critical in certain
contexts, this argument can in some cases lay blame for deforestation at the hands of
smallholders, thereby ignoring evidence that the greatest threats to forests are often not
generated by forest dwellers themselves, but rather by insatiable and growing consumer
demands for beef, agricultural commodities, and timber across the world.54 In other words,
any attempt to reduce emissions from deforestation and degradation must also find ways to
address the root causes of these processes.
Due to the volatility of carbon markets, the uncertainty of emission reductions in forests, the
consistent prioritization of market efficiency over local co-benefits, and the market’s
penchant for lowest-cost land use activities (which are invariably subsistence land uses), we
argue that a carbon fund may provide a more effective and equitable mechanism to finance
REDD+ programs. Drawing on the work of numerous scholars,55 we recommend a carbon tax
as the primary finance mechanism for a climate fund. The carbon tax need not be severely
regressive if a portion of the tax revenue is returned to the public in order to offset the cost of
compliance.

Governance of REDD+
The environmental governance of forests has been defined as “a set of social norms and
political assumptions that will steer societies and organizations in a manner that shapes
collective decisions about the use and management of forest resources.”56 As the failure to
develop a robust convention on forests at the Rio Earth Summit demonstrates, the governance
of forests at the international level has long been a complex challenge. Researchers argue that
REDD+’s approach to forest governance presents “a particular framing of the problem of
climate change and its solutions that legitimizes certain tools, actors, and solutions while
marginalizing others”.57 Indeed, for REDD+ to function on a global scale requires not only
that the rules and techniques for addressing the drivers of deforestation be aligned from the
local to international level, but also that dramatically different value systems related to forests
be reconciled. Forests hold socio-economic, cultural, and spiritual importance for many
indigenous and forest-dependent communities. The approach to forest governance of these
groups is often radically different than forest governance by state or corporate actors.
Harmonizing forest governance at the national and subnational scales is fundamental to
securing long-term financing for REDD+. Cross-scale forest governance has been one of the
most complex challenges for REDD+ and remains one of the main priorities of REDD+
Readiness activities.
REDD+ is designed around a flow of incentive payments from the developed to the
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developing world conditional on proven emission reductions in forest ecosystems. As such,
REDD+ involves a complex network of actors and policies at the local, regional, national,
and international levels and includes an ever-expanding network of UNFCCC parties,
governmental organizations, NGOs, indigenous peoples’	
   organizations and civil society
groups. REDD+ Readiness funding has been heavily focused on developing the institutional
capacity, forest management policies, systematized land tenure, MRV mechanisms, legal
enforcement, and benefit-sharing agreements necessary to produce a coherent REDD+
approach.
To date, no single agency or organization has complete control over the design and
administration of REDD+ programs. As a result, REDD+ Readiness activities have been
carried out in a piecemeal fashion, with different funds focusing on different aspects of
REDD+. For example, while the UN-REDD program has concentrated more on the
development of MRV strategies, the World Bank’s FCPF has been more concerned with the
establishment of economic incentives and tools.58
REDD+ programs can be structured around a national, nested or jurisdictional59 approach,
with each presenting a different set of benefits and challenges. Many consider national
governments as critical to the success of REDD+ and suggest that the national approach
presents the greatest potential to effectively manage technical issues of leakage, permanence,
and MRV.60 Nonetheless, the emphasis on the national administration of forests has also led
to some concerns regarding the recentralization of forest governance61 and the potential of
state-led “green”	
  land grabs for REDD+.62

Measurement, Reporting and Verification (MRV)
Another important area of debate in REDD+ concerns techniques to measure, monitor, report,
and verify not only the amount of carbon sequestered through avoided deforestation and
forest enhancement activities, but also the co-benefits generated through REDD+ or what are
also known as the “non-carbon”	
  aspects of REDD+.
The 2010 Cancun Agreements call for a robust and transparent approach to monitoring,
verifying, and reporting of REDD+ activities. The technical challenges such as measuring
baselines, ensuring permanence and additionality, and preventing leakage were first raised
during Kyoto negotiations and the failure to resolve them eventually led to the ineligibility of
avoided deforestation in the Kyoto Protocol’s CDM. To demonstrate that REDD+ payments
are in fact producing emission reductions requires the establishment of a baseline calculation
of what carbon emissions would have occurred in the absence of REDD+. The difference
between expected carbon emissions from deforestation and what is achieved through REDD+
projects is referred to as “additionality.”
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The emphasis on additionality has been a contentious issue as it raises the question of
whether REDD+ should only award those who pose a present threat to forest conservation or
whether it should also compensate forest users who have actively conserved forests over
time. While some perceive the former as compensating the “criminals”	
   and penalizing the
good stewards, others view the latter as a source of “hot air”	
   that does not necessarily
generate additional emission reductions attributable to REDD+ programs. The hot air
argument is of course only a problem in the context of carbon offsets meant to be traded for
emissions elsewhere.
The establishment of a national baseline emission scenario is also deeply political and fraught
with risks of error. For example, countries with lower deforestation rates for baseline years
may receive lower REDD+ compensation than countries registering higher deforestation rates
in the same years. Similarly, higher deforestation projections in certain countries may allocate
excess emission allowances and produce another source of “hot air”	
   (i.e. count emission
reductions that may have occurred regardless of REDD+ due to, for example, diminishing
returns on deforesting harder to access forest areas).63
In order to sell carbon offsets, REDD+ requires technological innovations in remote sensing
and land use monitoring with a high level of accuracy. Once baseline emission scenarios have
been established, constant monitoring is required to ensure the permanence of carbon stores
and verify that carbon sequestered in one area does not generate new emissions in other
regions (leakage). For this reason, many REDD+ proponents advocate a national approach to
REDD+ that can more effectively monitor carbon permanence. Nonetheless, while this
REDD+ approach may account for leakage at a national level, it fails to monitor international
leakage in non-REDD areas.64 Many countries lack high-resolution maps of forest cover and
the expertise for long-term monitoring. However, satellite imagery is becoming increasingly
routine in countries like Brazil, India and Peru. LIDAR remote sensing and other
technologies allow for greater monitoring of carbon from above and may even allow other
sources of terrestrial carbon (e.g. soil) to be calculated in the future.65
One of the results of UNFCCC negotiations on REDD+ and the insistence on more
participatory involvement of stakeholders in all aspects of the REDD+ process has been the
gradual development of participatory and community forest monitoring systems. Although no
standardized monitoring approach exists, some researchers have designed simple approaches
for forest monitoring and are devising methodologies that can incorporate indigenous and
local peoples into this work.66 Nonetheless, REDD+ programs based on carbon units require
third party verification of carbon stores, thereby making the involvement of external
institutions necessary in forest governance processes.
Indigenous peoples (IPs) have been actively involved in negotiating REDD+ and many
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consider the implementation of participatory community monitoring and evaluation to be
integral to its success. Some indigenous partnerships, such as the Indigenous Peoples’	
  
Partnership on Forests and Climate Change (IPPFCC), have secured funding sources to
develop and compile indigenous perspectives on appropriate MRV practices. IPs have
expressed concern that the emphasis on developing MRV mechanisms for carbon storage has
reduced the attention given to developing other MRV techniques needed to ensure social,
economic, and governance safeguards are being met. In general, IPs’	
  perspective on MRV is
much broader and more holistic than a narrow carbon-based focus, and includes indicators
such as addressing co-benefits, land tenure, respect for human rights, gender, and the role of
traditional knowledge in forest management.

Standards for Forest Carbon and Co-Benefits
Standards have been established to ensure quality and credibility of carbon offsets on the
CDM and voluntary carbon markets. The majority of forestry-based carbon credits are
exchanged through the unregulated voluntary market where standards play a particularly
important role in relation to REDD+ not only in verifying emissions reductions but also by
defining and assessing safeguards.67
There are several private forest carbon standards that have already been or are likely to be
applied to REDD. Verified Carbon Standard (VCS) is the most widely used in the voluntary
carbon market, and in 2010 approved its first methodology for REDD+68. However, VCS has
failed to address social and environmental issues as it has been designed mainly for carbon
accounting and verification69. For this reason co-benefit standards have been developed to
address social and environmental impacts of carbon projects. Co-benefit standards such as the
Climate, Community and Biodiversity (CCB) Standard, Social Carbon, and Plan Vivo
evaluate social and ecological dimensions such as participation, respect of local community
rights (including UNDRIP in the case of CCB Standard), land tenure and equitable benefit
sharing.
Multilateral funding programs of the World Bank FCPF and UN-REDD have also initiated
their own standard and safeguard policies. The FCPF draws on a long history of safeguard
policies implemented to mitigate undue social and environmental harm from World Bank
funded development projects, thereby mitigating financial risk. While the Bank utilizes more
of a risk-based approach intended to protect carbon investments, the UN-REDD Programme
appears more committed to a rights-based approach, which prioritizes human rights over cost
concerns. With regards to indigenous rights, UN-REDD is more closely aligned with the
consent requirements under UNDRIP than is WB FCPF. However neither have a
standardized system by which to measure social outcomes70.
Like UN-REDD, the REDD+ Social and Environmental Standards (REDD+SES) draws
heavily on a rights-based approach. The REDD+SES process is distinct from the above
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private certification and multilateral schemes, in that it involves a collaboration of nongovernmental stakeholders together with national and subnational government representatives
in a range of REDD+ countries. The REDD+ SES do not account for or monitor carbon.
Instead, the process aims to develop standards that evaluate the non-carbon and co-benefit
aspects of REDD+ performance at national and subnational levels, and to develop
information systems to monitor and report on the implementation of safeguards. With regards
to indigenous peoples, these standards monitor issues related to indigenous land and resource
rights, benefit sharing, FPIC, livelihood security, conflict resolution, and compliance with
local and national laws, as well as international treaties, conventions and agreements.71 While
REDD+SES represent an important step toward the protection of indigenous rights under
REDD+, some argue that these standards may not be sufficiently effective or applied72.
In general, numerous studies document the failure of existing co-benefit standards to
effectively ensure FPIC, equitable benefit sharing, recognition of land and resource rights, or
provide adequate income73. In cases where land tenure was strengthened through the REDD+
process, carbon rights (i.e. the legal right to profit from sequestered carbon) were often
absent.74 Based on previous experiences with co-benefit standards, there is concern that the
REDD+SES may be similarly insufficient in protecting the rights of indigenous peoples.

Land Tenure and REDD+
A critically important issue for indigenous peoples is how REDD+ will affect land tenure and
access to forest resources. REDD+ has illuminated the lack of clear and formalized forest
tenure in many developing countries. To date, it is uncertain how REDD+ will intersect with
widespread land conflicts and disputes. This is a particularly important issue for indigenous
peoples who, according to the World Bank, safeguard approximately 80% of the planet’s
biodiversity within their traditional territories, yet legally have title to less than 11% of these
lands. 75 Indeed, the Indigenous Peoples’	
   Partnership on Forests and Climate Change
(IPPFCC) has stated that the failure of states to recognize indigenous peoples’	
  territories and
resources not only violates the most basic right of IPs, but also represents the “major source
of conflicts between indigenous peoples and the state.”76 If carried out effectively, REDD+
could become an important vehicle for resolving pending land claims and attaining formal
state recognition of indigenous peoples.
Proponents argue that prior to initiating REDD+, land tenure and carbon rights must be
clarified and competing land use claims resolved. A recent evaluation by CIFOR of 23
subnational REDD+ initiatives in six countries found that unclear and unstable tenure rights
and the disadvantageous economics of REDD+ are the two greatest challenges to advancing
REDD+.77 Not only are land tenure rights fundamental to ensuring clear responsibility over
71
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forest protection, but they are also an integral component in determining who will receive and
benefit from REDD+ incentives.78 However, the process of clarifying tenure rights is deeply
political and can result in illegitimate land grabs, the exclusion of informal forest users, and
even accelerate land use change as formalized titles facilitate land sales.79
How land rights and forest governance arrangements are clarified will not only have an
impact on the relationships among forest users and government, but will also influence the
extent to which forests are protected. Past research on forest governance indicates that local
control of resources is often critical to their preservation. For example, in an analysis of 80
communally-managed forests, Chhatre and Agrawal80 found that both higher carbon storage
and greater livelihood benefits are associated not only with increased size of forest commons,
but also with the degree of rule-making autonomy the community has over the forest. The
authors found that government-owned forest commons were associated with a higher rate of
over-harvesting. This study suggests that REDD+ is likely to produce better results both in
terms of carbon storage and livelihood benefits if land ownership is in the hands of local
communities and incentives are provided to encourage people to avoid over-harvesting the
forest.81
Even in regions where forest ownership rights are established, the clarification of who owns
the carbon sequestered within the forest is another area of contention. Property rights do not
necessarily give the owner legal right to benefit from carbon sequestration. For example,
some Tanzanian officials suggest that the entire nation should benefit from REDD payments,
not just forest owners.82 Clarifying land and carbon rights therefore presents one of the most
significant governance challenges for the successful and just implementation of REDD+.

Conclusion
In sum, REDD+ raises many of the same questions that have been encountered in other
‘sustainable development’	
   initiatives. Scholars insist that these issues must be adequately
addressed within REDD+ in order to avoid repeating past failures. 83 Furthermore,
interrogating the fundamental assumptions underlying REDD+ is useful for understanding the
possibilities and limits for an alternative approach that is more sensitive to the needs
articulated by indigenous peoples.
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2. Key Assumptions of REDD+

There are several key assumptions associated with REDD+ that merit careful interrogation.
These include issues associated with cost efficiency, drivers of deforestation, delivery of cobenefits, and tradeoffs between market efficiency and sustainable development. These will be
discussed in some detail below, however, it is worth noting the more fundamental assumption
behind REDD+. While non-carbon benefits and the social, ecological, cultural, and spiritual
values of forest ecosystems are certainly acknowledged, decisions made at international
meetings and actions taken by policymakers repeatedly prioritize the economic value of
forests. This is likely to be exacerbated should the carbon market become the primary finance
mechanism for REDD+. Understanding these assumptions is crucial as they guide policy and
action on multiple scales. In this section we interrogate specific assumptions and discuss
central concerns raised in existing literature.

Assumption 1: Cost Efficiency of REDD+
The development of REDD+ has been propelled by the assumption that carbon reductions
from deforestation and degradation present a low-cost strategy for climate change abatement.
According to the Stern Review, “Curbing deforestation is a highly cost-effective way of
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reducing greenhouse gas emissions and has the potential to offer significant reductions fairly
quickly”.84 This is largely based on the presumption that with the exception of monitoring,
avoided deforestation does not require the costly technology necessary for other mitigation
options such as renewable energy infrastructure, alternative fuels, or large-scale geoengineering projects. In addition, proponents assume that REDD+ payments can adequately
compensate forest users for the opportunity costs of foregone land uses. However, the costs
of REDD+ have proven difficult to estimate and can vary greatly depending on the local and
regional contexts in which REDD programs are established.85
Most evaluations of cost effectiveness are based on opportunity costs, which represent the
monetary value of forgone land uses necessary to implement REDD+. Estimates often focus
solely on the value of lost commercial activities required for REDD+, thereby ignoring both
the non-market forest values important to many indigenous communities and the informal
economic activities operating in forest regions.86 By some estimates, carbon sequestration
activities may be able to compete with the opportunity costs of many commercial activities,
including high-value plantation crops or cattle-ranching.87 However, the potential cost of
carbon conservation varies tremendously across studies and hinges predominantly on how
shifting commodity prices compare to fluctuating market prices for carbon. Increases in
international prices for commodities such as timber, soy, beef, or gold affect people’s
incentives to cut-down or preserve their forests. 88 For example, although the Brazilian
Amazon reported significant reductions (> 40%) in deforestation rates in 2006, researchers
attribute much of this to the diminishing returns on the conversion of forest to soy and cattle
production during that time.89 Increasing global demands for food, fiber, fodder, and fuel as
the population increases and consumer tastes evolve, present a formidable challenge to
REDD+’s ability to guarantee long-term protection of coveted forestlands over the long-term.
Furthermore, REDD+ has proven to be quite expensive when other costs beyond the
opportunity costs are considered. The financial viability of any REDD+ approach must
consider at least three principal costs: 1) forest governance and institutional arrangements; 2)
measurement, reporting and verification (MRV); and 3) the opportunity costs of foregone
forest use. In order to participate in REDD+, developing countries often have to dramatically
reconfigure their approach to forest governance at multiple levels, including the
establishment of new governing institutions and the formalization of land titles. According to
Agrawal et al., contrary to expectations, the costs of the changes required to make forest
governance “amenable to market-based mechanisms and/or intergovernmental transfers”	
   in
REDD pilot programs and other forest-based mitigation projects have been quite expensive 90.
In addition, establishing baselines and monitoring forest changes for REDD+ requires costly
technological expertise and innovations in remote sensing and carbon measurements. 91
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Overall, the costs of implementing REDD+ can be quite high and vary by scale, institutional
capacity, monitoring requirements, the administration of payments, and the degree to which
standards are followed and safeguards incorporated.

Assumption #2: REDD will have a significant impact on climate change
through the reduction of deforestation and forest degradation
The second assumption suggests that REDD+ will have a significant impact on climate
change through the reduction of deforestation and forest degradation. This might be a
reasonable assumption if REDD operates outside of an offset market where emission
reductions in forests are traded for continued emissions from industrial sectors in the Global
North, technical issues (additionality, leakage, permanence) are resolved, and if it targets the
main drivers of deforestation and forest degradation. However, these criteria remain
uncertain.
Land use change has historically represented a significant portion of carbon emissions.
Averaged over the last 150 years, land use change has been responsible for approximately
33% of carbon emissions.92 Throughout the 1980s and 1990s, this percentage hovered closer
to 20% of total carbon emissions.93 Although emissions from land use change have remained
relatively stable over time, the rapid increase in fossil fuel emissions globally has lessened the
relative contribution from deforestation and forest degradation. Between 2000 and 2010, total
carbon emissions from land use change has been closer to 11%.94 This has led some scholars
to question the role of REDD+ in significantly mitigating the threat of climate change.
Instead, they argue that REDD+ should be used solely as a temporary solution, and that the
only permanent solution to climate change will be a permanent shift away from fossil fuel
use.95 In line with this perspective, indigenous peoples such as the Kichwa of the Sarayaku
community in the Ecuadorian Amazon have called for leaving oil in the ground96.
The drivers of deforestation vary across space and time. For example, between the 1960s and
mid-1980s tropical deforestation in Latin America and Southeast Asia was driven largely by
smallholder forest clearance enabled by state-led colonization schemes.97 However, since
1985, deforestation drivers have shifted in importance from small farmers to market-driven
deforestation, including large-scale land use change for agribusiness (e.g. cattle-ranching, soy
production, and plantation agriculture),98 infrastructure, and resource extraction (see Figure
2). The underlying causes for these shifts are often difficult to trace and are complexly linked
to governance structures, land tenure systems, environmental policy, law enforcement,
market fluctuations, cultural values of forests, indigenous and local community rights, and
policies to address poverty and food security.99 Since 2008, the UN-REDD program has
92

Houghton, 2012
Houghton, 2012
94
Houghton, 2012
95
Houghton, 2012
96
Amazon Watch, 2014
97
Rudel et al., 2009
98
Rudel et al., 2009
99
Thompson et al., 2011
93

Comment Overview

28

Navigate to Table of Contents

INDIGENOUS PEOPLES AND REDD+: A CRITICAL PERSPECTIVE

acknowledged the complexity of deforestation drivers and the need to adopt strategies that
attend to the specific challenges of each country and region. Furthermore, addressing the root
causes of deforestation and degradation often requires a substantial reconfiguration of
governance structures, institutions, and capacities that are deeply political, time-consuming
and costly to establish.100

Figure 2: Sources of carbon emissions from deforestation and degradation
in tropical forests of Asia, Africa and Latin America. While the source of
carbon emissions vary by region, “Croplands”, which includes industrial
agriculture, and cattle ranching are significant and in most geographic
contexts, greater than emission from shifting cultivation often used for
subsistence. Units are in billion tons of carbon per year.
Source: Houghton 2010
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Despite the complexity of deforestation and its multiple drivers, REDD+ has typically
focused on the land-use practices of small-scale actors instead of large-scale economic
drivers such as commercial land uses for soy and cattle. The world’s most intact tropical
forests are maintained either by the state as protected areas or by forest-dependent and
indigenous communities. Because avoiding deforestation is considered among the lowest cost
mitigation options, these communities have become prime sites for mitigation. However, as
argued, the drivers of tropical deforestation are complex, vary by geographical context, and
are influenced by both proximate and underlying factors.101 Agriculture and the expansion of
the agricultural frontier represent the leading proximate causes of land use change associated
with deforestation.102 These activities include permanent and large-scale agriculture, cattle
ranching, and shifting cultivation. The fundamental or underlying causes however are not
population driven, but in fact economic103. This means that commercial land uses such as
permanent agriculture, cattle ranching and timber production are more significant
contributors to deforestation than subsistence land uses. In a study of 46 tropical and subtropical countries, Hosonuma et al. found that commercial agriculture represents the largest
driver of deforestation (40%) and timber extraction the largest driver of forest degradation
(52%). 104 According to Geist and Lambin, “Contrary to widely held views, case study
evidence suggests that shifting cultivation is not the primary cause of deforestation.”105 This
observation has lead scholars to advocate for policy changes that target the main drivers of
deforestation in places like the Amazon, such as the commercial demand for soy and cattle.106
Proposals for a national or jurisdictional REDD aims to intervene at the policy level across
nations, states or provinces to address fundamental market drivers of deforestation such as
agricultural expansion107.

Assumption #3: REDD can achieve market efficiency as well as sustainable
development and local co-benefits
The third assumption suggests that REDD can meet financial, political and social goals by
achieving market efficiency as well as sustainable development and local co-benefits.
However, scholars have identified that fundamental tradeoffs exist between market efficiency
and sustainable development, and that the former (market efficiency) is consistently
prioritized.108
Sustainable development, livelihood benefits, biodiversity conservation, and watershed
protection are some of the social and ecological co-benefits REDD+ is expected to produce.
The World Bank suggests that the inclusion of co-benefits generated through REDD+ can be
instrumental in advancing REDD+ in situations in which the price of carbon is less than the
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opportunity cost of preserving forests.109 While the World Bank is optimistic about the range
of benefits that could accrue to a variety of actors over the short- and long-term, many forestdependent groups have expressed concerns about the distribution of those benefits and the
potentially perverse incentives and trade-offs they entail. For example in the Brazilian
Amazon, large landowners were historically responsible for nearly 80% of deforestation. If
REDD+ projects require strict additionality, these landowners would receive the greatest
compensations from REDD+110. Alternatively, farmers practicing swidden agriculture on
small plots may be required to constrain their livelihood practices while receiving lower
REDD+ payments.
Although the mechanisms for distributing and measuring the co-benefits produced by
REDD+ are still being developed, key lessons can be gleaned from past approaches to
sustainable development and forest conservation. Studies demonstrate the importance not
only of how conservation incentives are structured and priced, but also how sustainable
development programs intersect with and address local issues of land tenure, employment,
informal or illegal economic activities, participatory decision-making, technical capacity, and
power differentials among people of different ages, genders, ethnicities, and/or classes.111
In a review of past approaches to sustainable and pro-poor development projects, Pokorny et
al. conclude that some programs have been able to generate important income alternatives,
managerial capacity among smallholders, and beneficial new partnerships.112 Nonetheless,
the authors also observe a variety of inequalities in benefit sharing and access. Smallholders
are often at a competitive disadvantage compared to private companies with greater
administrative and organizational skills to access incentive programs; some program norms
conflict with local livelihood practices (e.g. hunting, agriculture); resulting profits are often
marginal compared to other options; smallholders frequently lack sufficient capital to
continue operations after the program’s initial set-up; and program structures engender
reliance on national and international markets, as well as mediation by external NGOs.113
Other studies of conservation and sustainable development in forested areas raise important
questions regarding the tension between respecting the autonomy and decision-making
processes of indigenous communities and ensuring equitable distribution of program benefits.
Although conservation projects may impact the resource access and livelihoods of all
community members, unequal power relations frequently influence how program benefits are
distributed. Research demonstrates that women, youth, and other forest users who lack voting
power in forest governance decisions are often less-informed about program terms and are
frequently excluded from program benefits while being expected to sacrifice more in terms of
forest access and land use.114 For example, in a study of the Socio Bosque Conservation
program in Ecuador, Krause et al. found that financial benefits were unevenly distributed,
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many community members lacked a thorough understanding of project terms and
management, non-voting youth were among the most affected and least compensated, and
nearly half of the study’s respondents report more conflict in the community since the
program was initiated, leading to accusations of leadership corruption and program
mismanagement.115
Some of the conflicts observed in conservation programs such as the Socio Bosque program
result from reconfigurations in forest governance (e.g. establishing conservation areas in
forest commons) while leaving inequities intact (e.g. the exclusion of women and youth from
decision-making processes). There are no easy solutions in this regard. As Krause et al.
explain, "Interfering with communal decision-making involves a trade-off between respecting
communal autonomy and internal decision-making processes on one hand, and the imposition
of terms and processes to achieve full and effective participation of community members on
the other.”116
The notion of tradeoffs has figured prominently in discussions of REDD+ (particularly if
financed through the carbon market) and raises many of the same concerns that have been
observed regarding the CDM. In a comprehensive literature review of almost 200 studies
evaluating sustainable development across a broad range of CDM projects, Olsen found that
within a market mechanism, tradeoffs exist between sustainable development and economic
efficiency, and that the latter was consistently prioritized.117 Institutional analyses of carbon
forestry have recognized that while tradeoffs exist between market efficiency and local
sustainable development, local benefits are more likely to be generated in areas with clear
land rights and under common property management. 118 However, based on empirical
studies of carbon forestry projects operating within systems of common property
management in Mexico, some scholars have found shortcomings in the carbon projects’
delivery of social and environmental benefits at the local scale.119 In other words, markets
have negatively affected the governance and management often observed in forest
commons.120 As the United Nations, World Bank, and governments at various scales grapple
with appropriate finance mechanisms for REDD+ in forest communities, it is important to
recognize the ways in which carbon markets can weaken the institutional social controls
communities use to manage the commons, thereby compromising the local benefits often
found within collective action arrangements.121
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3. Indigenous Concerns

Whether inhabiting arctic, arid, coastal or forest areas, indigenous peoples (IPs) are among
the populations most affected by climate change. Many IPs live in sensitive ecological zones
that are inextricably linked to their socioeconomic, cultural and spiritual lives. Forestdependent communities are doubly affected by climate change, not only experiencing the
direct impacts of human-induced climate shifts, but also increasingly becoming the target of
climate mitigation policies and programs. Forests are particularly susceptible to climate
change and have been affected by extreme weather events such as drought conditions, which
can exacerbate forest fires, destroy large areas of rainforest and release carbon emissions.
Combined with increasing deforestation from logging, cattle ranching, and agricultural
expansion, these processes create a vicious feedback loop of deforestation and climate
change, which some scholars argue have compromised forest resilience and led to
unprecedented species extinction.122 As these processes will have tremendous social and
ecological impacts, many indigenous peoples strongly support measures to reduce
deforestation and climate change. While indigenous peoples represent a diverse community
and have articulated various positions on REDD,123 there is widespread agreement among IPs
that effective and immediate strategies are required to reverse climate change and
deforestation.
122
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As indigenous areas are among the most forested and biodiverse,124 scholars and policy
makers agree that indigenous peoples represent key stakeholders in the development and
expansion of conservation-based activities under REDD+. Recognizing the potential impacts
of REDD on their communities and livelihoods, IPs have become highly visible actors in the
REDD+ process and have sought to influence policies pertaining to safeguards, sovereignty,
financing and the clarification of land rights.125 There is a certain irony, however, that the
communities with relatively low carbon footprints are being enrolled in strategies to solve a
problem largely driven by fossil fuel combustion elsewhere.
As previously mentioned, some scholars argue that, if successfully implemented, REDD+ can
reduce deforestation and restore degraded areas in a cost-effective manner that also ideally
generates social and ecological co-benefits.126 However, REDD+ pilot projects, Payments for
Ecosystem Services (PES), and carbon forestry projects, to date, have shown mixed results in
practice. The possible risks and concerns associated with REDD+ are in some ways similar to
those found in integrated conservation and development programs (ICDPs), which emerged
in the early 1980s and aimed to also simultaneously provide global public benefits as well as
sustainable local development.127 One of the main concerns about REDD+ is exclusion from
forests and/or restrictions on resource access, which some groups experienced in the wake of
conservation and even ICDPs. This issue is of particular concern in contexts where
indigenous peoples lack formal land rights or land tenure is unclear. In areas where land
rights are disputed, REDD+ may facilitate progress in securing indigenous land rights or
result in (re)centralized control of forests at the expense of indigenous communities.128 In
many cases, REDD+ pilot projects have been inserted into communities with a high degree of
land tenure insecurity. 129 To date, efforts to clarify tenure through REDD+ have been
minimally effective, locally-based and/or piecemeal. Due to the politically charged nature of
national land reform and the time and resources required to negotiate contentious tenure
disputes, comprehensive tenure clarification is unlikely to happen before REDD+ projects are
initiated. Land rights, therefore, represents an area of significant concern for IPs, civil
society, and researchers involved in REDD+.130
The form of land tenure, whether individual titles, communal land tenure, or indigenous
territory, clearly matters. While the clarification of territorial rights can be instrumental to
protecting indigenous peoples’	
  sovereign rights and help resolve competing land use claims,
property titles can also accelerate land use change as land values and property sales
increase.131 In addition, informal forest users and/or non-voting community members can
often become marginalized in the tenure process as rights are clarified for others.132
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The form and distribution of REDD+ benefits is another area of significant interest to
indigenous and forest-dependent peoples. Based on experience with sustainable and pro-poor
development projects in the Amazon, Pokorny et al. conclude that “[t]he great majority of
Amazonian forestry development projects …had surprisingly few lasting positive effects on
the local situation.”133 They found that while managerial capacity was enhanced among
smallholders, financial benefits were marginal, uneven, and often low in comparison to other
land use options. The financial failing of such projects is the result of several factors: 1)
Smallholders often have a competitive disadvantage compared to private companies in terms
of administrative/organizational skills and access to resource inputs; 2) Smallholders
frequently lack sufficient capital to continue operations after initial program establishment;
and 3) Reliance on national/international sales require constant NGO mediation, which
further reduces financial benefits to communities. 134 More broadly, this failure can be
explained by the insertion of projects into an already existing political economic context of
unequal social relations. Therefore, the project outcomes tend to favor particular actors over
others. There are concerns that REDD+ may result in similarly uneven benefit sharing as
found in earlier sustainable development projects.
Establishing effective safeguards to reduce or eliminate potential negative impacts of REDD+
is another area of interest for many indigenous peoples. Indigenous peoplesʼ representatives
and vocally active groups have played important roles in influencing debates on issues such
as the inclusion of safeguards and respect for the United Nations Declaration on the Rights of
Indigenous Peoples (UNDRIP) in REDD+ policies.135 Core safeguards under the UN-REDD
Programme include local stakeholder participation, Free, Prior and Informed Consent
(FPIC), transparency, respect for the knowledge and rights of indigenous peoples,
conservation of biodiverse forests, and protection against leakage. While these safeguards are
comprehensive in scope, they lack specificity and legal authority and are often framed in
some of the weakest language in international law. 136 In the UN-REDD text, national
governments are given the ultimate authority to design country-led safeguards, which may be
weak and/or unenforced, ultimately proving unsatisfactory to indigenous communities.137
Furthermore, while UNDRIP certainly represents an important milestone for indigenous
peoples and has been included under UN-REDD safeguards, UNDRIP is not legally binding
and may ultimately lack the necessary force to protect the rights of indigenous peoples.
Meaningful participation in climate change negotiations is another key issue for indigenous
peoples. Many indigenous peoples agree that to date international treaties have been
insufficient for solving the climate change problem and they link that failure to the lack of
meaningful inclusion of indigenous peoples in negotiations.138 A similar argument was made
in 1989 by COICA139 to explain the failure of conservation in the Amazon.140 Although the
133
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participation of local communities has been highlighted by the international community and
has received considerable attention in climate negotiations on REDD+ policies, meaningful
local participation in the design and implementation of REDD+ has been negligible.141 For
example, the highly technical nature of REDD+ has limited the participation of indigenous
peoples to minimal data collection and monitoring. Nevertheless, while indigenous peoples’
involvement in decision-making around REDD+ has been circumscribed, IPs are increasingly
participating in international negotiations as a strategy to influence the process.
In international arenas, indigenous peoples participate in a variety of ways. The World
Bank’s FCPF program involves indigenous peoples in capacity-building activities associated
with REDD+ Readiness. 142 The Bank has also held dialogues and workshops with
indigenous peoples to share information and field questions about FCPF and the possible role
for indigenous communities. The UN process involves indigenous peoples in more
substantive ways, mainly through their participation on the UN-REDD Programme Policy
Board143 and as observers. However, participation on the Policy Board is limited to one
indigenous leader, and observers are chosen from a selected number of indigenous groups
facilitated by UN-REDD. The newly appointed Special Rapporteur of Indigenous Peoples,
Victoria Tauli-Corpuz, has been highly active in promoting indigenous rights within UNREDD. Some argue that this type of alignment with the UN process risks legitimatizing
global polices that may further marginalize indigenous groups.144 However, others argue that
participation in the process represents an important way to influence the direction and scope
of REDD+, and ensure indigenous rights are respected and secured.145
The practices and traditional ecological knowledge of indigenous peoples may also provide
guidance on REDD+, not simply as a mitigation and adaptation strategy, but also as an
approach to long-term sustainable land-use planning. Traditional ecological knowledge is
defined as “a cumulative body of knowledge, practice, and belief, evolving by adaptive
processes and handed down through generations by cultural transmission, about the
relationship of living beings (including humans) with one another and with their
environment”.146 This relationship between humans and nature is captured by the concept
Buen Vivir (literally ‘good living’	
  in Spanish). This term from South America draws in large
part on the cosmovision of indigenous peoples and offers an alternative approach to top-down
and market-driven forms of development. Buen Vivir embodies a dynamic and locally based
model. It indicates that the one-size-fits-all model typical of REDD-Readiness is likely to fail
to support the diversity of indigenous knowledge systems present in different forest
communities. According to Tauli-Corpuz and Lynge, “As stewards and custodians of the
140
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world’s biodiversity, cultural diversity, and traditional ecological knowledge, indigenous
peoples can contribute meaningfully to the design and implementation of more appropriate
and sustainable mitigation and adaptation measures”.147 Due to their relatively low carbon
footprint, the land use practices of indigenous peoples represent important models for climate
change mitigation. Even despite ongoing struggles against deforestation, mining, fossil fuel
extraction, and large-scale agricultural plantations, IPs have been successful in maintaining
carbon stores in trees and in the ground.148
Finally, many indigenous peoples have challenged the commodification of nature through
carbon markets. The ongoing struggles around REDD+ illuminate a fundamental difference
in worldviews between market-based and indigenous perspectives on climate change and
sustainability. 149 A market-based view prioritizes cost-effective strategies and the
commodification of ecological services, thereby utilizing the same economic tools and
capitalist logic that arguably have been the underlying source of the climate change problem.
In contrast, an indigenous, bio-cultural and ecosystems approach emphasizes respect for
human rights and the generation of non-carbon benefits over cost concerns. Thus far,
mainstream and dominant approaches to REDD+ have been more aligned with a marketbased approach and REDD+ financing is likely to continue in this vein. Solutions derived
from the commodification of nature have largely failed to produce desired benefits across
scales and in many cases have generated negative social and ecological impacts, as
demonstrated by numerous empirical studies of PES, carbon forestry, and earlier ICDPs150.
The failure of many of these projects based on the market logic of	
   	
   ‘selling nature to save
it’151 suggests that we need to consider radically different approaches if we are to effectively
and equitably tackle the climate change problem. The concept of Buen Vivir offers an
important perspective for imagining and creating a new vision for development driven not by
capital accumulation but by a deep understanding of the interrelationships between humans
and nature.
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4. Country Profiles
In the next section, we provide seven case study profiles of countries involved in various
stages of REDD+. They include the countries of Mexico, Indonesia, Guyana, Peru, Ecuador,
Tanzania, and Brazil. Each represents a different historical and geographic context of
indigenous people’s relationship to REDD+. In each case, we provide the country
background with respect to REDD+, challenges to implementation, and issues of particular
relevance to indigenous communities.
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MEXICO

Country Background
Mexico is among the top five most biologically “mega-diverse”	
  countries and is home to
the highest number of pine and oak species in the world.152 It boasts a combination of
temperate and tropical forests covering nearly a third of the nation’s territory. Rural agrarian
communities and indigenous groups own 70% of Mexico’s forested area.153 Mexico averaged
a 0.24% deforestation rate between 2005-2010 (0.13% in primary forest).154 The main causes
of deforestation include: 1) conversion of forestland to pasture; 2) slash-and-burn agriculture;
3) illegal logging; and 4) natural disturbances.155
Between 2003-2011, the National Forestry
Commission (CONAFOR 156 ) implemented 5,085
projects for Payment for Ecosystem Services (PES).
Mexico is also home to a growing number of forestrybased carbon offset projects largely servicing the
voluntary carbon market. Mexico’s experience with
PES programs, carbon offset projects, as well as
community forest management has been applauded by
the World Bank and facilitated Mexico’s admittance to the FCPF for REDD+.
Mexico’s National REDD+ Strategy is still being formed. Mexico has taken a territorial
approach to REDD+ that is not yet consolidated under one program or policy. According to
Mexico’s REDD+ Vision and Readiness Preparation Proposal (R-PP), all REDD+ activities
152
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must have national, regional, and local consultation processes. Various REDD+ programs are
emerging at the state and project level in Mexico. The state of Chiapas, for example, has a
Memorandum of Understanding (MoU) with the state of California (USA) to develop and
implement REDD+ projects. In the future, these projects will be used to generate offsets for
sale on California’s carbon market in an effort to meet the state’s targets for emission
reductions. In addition, REDD+ Early Action includes pilot programs in the Mexican states
of Campeche, Chiapas, Jalisco, Quintana Roo, and Yucatan. These programs attempt to
increase sustainable forest management and reduce deforestation. The activities are designed
through participatory processes with communities and have a five-year investment plan
detailing benefit-sharing arrangements.
Mexico’s National REDD+ Strategy identifies forest owners as the legal owners of the
carbon contained therein and the Law for Sustainable Forest Development establishes that
forest owners must be adequately compensated. Nonetheless, there is still a debate regarding
whether payments should be processed through the national government or made as direct
carbon payments to property owners themselves.
For MRV, Mexico envisions developing an integrated data set that combines multi-scale
information from project, sub-national, and national levels. It proposes to combine remote
sensing and ground-based forest inventories, and to seek opportunities for involving
communities in monitoring activities.
Mexico has taken significant action on REDD+ since COP13 in Bali. In a submission to
the SBSTA157, the Mexican government emphasized the importance for FPIC, capacity
building, land tenure, and the role of communities in measuring and monitoring carbon
projects158. Furthermore, President Calderon signed a bill in 2012, a key element of which
was a climate change fund that would, in part, support REDD+ activities. While project
implementers have attempted to include indigenous and forest-dependent peoples in projects
that might be considered precursors to REDD+ (PES, carbon offsets, community forest
management), there have been formidable challenges at multiple scales.

REDD+ Challenges
State- and local-level REDD+ initiatives are developing quickly in Mexico and there are
concerns regarding how these programs will be harmonized under one National REDD+
Strategy. Mexico still lacks a robust definition of forests in its legal framework, causing
concerns that questionable practices such as monocultures and tree plantations will be
included within REDD+. The methods for measuring and ensuring social and environmental
safeguards are also still pending.
In an evaluation of Mexico’s PES programs, McAfee and Shapiro found that these
programs did not address the drivers of ecological degradation or the inequities and
unresolved problems of land tenure, resource rights, and local development goals.159 These
are all critical factors for the success of both PES and REDD+. In 2013, a group of farmer
and human rights organizations in Chiapas signed a letter rejecting REDD+. Their rejection
was based on local experiences during the initial voluntary phase of REDD+ in Chiapas.
157
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They observed that REDD+ in Chiapas fails to include and inform indigenous peoples;
includes pine and African Oil palm plantations as “forests”; criminalizes peasant farming
systems; contributes to the loss of agricultural biodiversity; divides communities; and leads to
evictions of indigenous people and farmers.160

REDD+ and Indigenous Peoples
While REDD+ is still fairly new in Mexico and little scholarship exists regarding the
impact of REDD+ on indigenous communities, various reports and letters draw attention to
concerning trends, including a lack of transparency, forced relocation of forest residents, and
the limitations placed on livelihood activities within REDD+ project areas. Existing literature
on PES and carbon forestry in Mexico indicates that many of these issues are not new, but
rather represent permanent features within Mexico’s complex history with sustainable
development.161
In El Triunfo Biosphere Reserve in Chiapas, for example, highland farmers reported
receiving government subsidies for two years in exchange for reforesting half of their lands
and restricting household food production. After two years, the subsidies were suspended and
the community was told they lived in a hazardous area and would be relocated to a
Sustainable Rural City constructed by the state162. Marotta and Coute-Marotta note the irony
that the government has moved the community in order to secure more carbon payments, but
had to clear-cut a section of forest in order to establish the Sustainable Rural City for evicted
residents163.
Other studies report conflicts generated by REDD+ within and between forest
communities. In some cases, payments and other benefits have been distributed unevenly.
Some community members have been given weapons and training to enforce the protection
of the forests. In Natural Protected Areas targeted for REDD+ programs, such as the Montes
Azules Biosphere Reserve in Chiapas, the government has increased its efforts to evict
populations located within these areas.164 If residents refuse to relocate, the government has
resorted to cutting off medical services and emergency transport to these areas in order to
pressure communities to leave.165 Although literature is still limited on REDD+ in Mexico,
the impacts observed already in areas in the early stages of REDD+ pilot projects draw
attention to the unpredictable and uneven nature of project benefits, and expose worrisome
practices of state coercion and even violence in implementing REDD+ programs.

REDD+ in Mexico
• 11 REDD+ projects; 38 REDD-Readiness Initiatives
• World Bank FCPF Country
• UN-REDD Partner Country
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• In 2010, a Memorandum of Understanding was signed between the governors Chiapas,
Mexico and California to facilitate an offset program for REDD+ in Mexico that would link
to Californiaʼs carbon market.
• The Mexican states of Chiapas, Campeche, Jalisco, Quintana Roo and Tabasco are
members of the Governors' Climate & Forests Task Force (GCF)
• Mexico has a National REDD+ Strategy. It officially supports REDD+ under UNFCCC and
encourages community-based forest management for REDD+ implementation. In addition,
it supports both public and private market-based financing for implementation, as well as
subnational implementation in the interim.
• Mexico is beginning to use REDD+SES.

Key REDD+ Actors
166
• The Secretary of Environment and Natural Resources (SEMARNAT ) is a coordinating
agency for REDD+ activities.
167
• Mexico’s National Forestry Commission (CONAFOR ) has been leading the country’s
National REDD+ Strategy.
• The REDD+ Working Group is a multi-stakeholder technical advisory committee
• Various NGOs and civil society groups

REDD+ Funding
• Through the FCPF, the World Bank has pledged US$3.8 million to Mexico’s REDDReadiness activities.
• Norway has provided Phase 1 support to Mexico to identify target areas for REDD pilot
projects under the FCPF. Norway has also signed a MoU with Mexico to develop its
Reference Scenario.
• Mexico has also been selected as a pilot country for The World Bank’s Forest Investment
Program (FIP). As projects are FIP approved, Mexico could soon accept funds from this
program
• The R-PP requires some activities be co-financed by the government and other sources.
Mexicoʼs General Law on Climate Change establishes a climate change fund, which
includes funds for REDD+.
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INDONESIA

Country Background
Indonesia is a highly diverse country, containing the third largest area of tropical
rainforest in the world, and the fourth largest forest carbon stock.168 A country with a
population of 240 million inhabitants, Indonesia is home to an estimated 50-70 million
indigenous peoples according to a national indigenous peoples organization.169
Indonesia’s territory is 68% forest cover, including carbon-rich old growth forests,
rainforests, and peatland forests.170 The annual deforestation rate between 2005 and 2010 was
0.71%, representing 60% of the country’s carbon emissions.171 Main drivers of deforestation
include agricultural expansion (palm oil and monocultures), small-scale agriculture, legal and
illegal logging for pulp, paper and timber, oil extraction, mining, and forest fires.172
A 1967 forestry law designated all lands
as either proprietary or state-owned,
regardless of customary land use, placing
62-69% of Indonesia’s forests under the
control of the Ministry of Forestry. 173 A
2013 constitutional court ruling decided that
customary use forests are not de facto state
forests, but very little land titling of forests
168
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to communities has occurred. In 2009, communal forest management was officially
recognized on only 0.5% of the forested area in Indonesia174 and forest tenure remains highly
uncertain for many forest-dependent communities.175
Indonesia has made substantial commitments to reduce deforestation and engage with
REDD+. In 2009, then president Yudhoyono	
   made a commitment to reduce the country’s
carbon emissions from a “business as usual scenario”	
   by 26% unilaterally or by 41% with
international aid by the year 2020.176 In 2011, the government signed a joint agreement with
Norway, receiving significant funds to facilitate the development of REDD+. This included a
moratorium on granting new concessions in old growth forests and peatland forests. While
this was a large gain for limiting carbon emissions from carbon-rich peatlands, the scope of
the moratorium was limited. Larger areas of rainforests can continue to be logged if they are
not old growth; a rush of permits was issued immediately before the moratorium; permits
could still be issued for these prohibited areas if a sugarcane plantation for biofuel production
was created; and a list of degraded lands available for development was expected to include
much forested land.177 This moratorium was extended for two additional years in 2013,
although it was not strengthened.178 Indonesia is on the forefront among REDD+ nations in
passing national legislation, and has already passed several laws addressing REDD+
implementation, demonstration activities, and licensing.179

REDD+ Challenges
Indonesia is more advanced in the development of REDD+ than most participating
countries. Major issues that have emerged are (1) insecure land tenure; (2) lack of stakeholder
participation; and (3) continued exploitation of forest resources.
Land tenure issues in Indonesia are particularly difficult to resolve because most forested
land has been held by the state with little effort to transfer titles to community users. In
Sunderlin et al.’s comparative study of REDD+ sites in five countries, Indonesia had the
highest rate of tenure insecurity (85% of study villages). There were also high rates of
external users extracting from forests (90% of study villages).180 Recent rulings by the
constitutional court have benefitted customary users on paper, but this has yet to be seen
extensively in practice and many still do not hold land titles to the forests they rely on.181 If
the state holds title to the land, it can declare a REDD+ project in a region without
community consent. 182 Corruption and lack of coordination among bureaucracies has
exacerbated the inefficiency of state forest management and titling.183
Free, prior and informed consent has not been properly conducted for many REDD+
projects in Indonesia. Some pilot studies have refrained from using the label “REDD+”,
174
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primarily for fear that long-term REDD+ funding will not materialize.184 A statement from
the forest organization Mantir Adat (Custom Keepers) in Central Kalimantan called for the
end of REDD+ in their area because of the imposed nature of the projects. Nonetheless,
several signers eventually retracted this statement, illustrating the confusion and contention
around REDD+.185 While, there has been a push to include safeguards in Indonesia’s REDD+
framework, their formalization is still in progress.186
A fundamental concern for the effectiveness of REDD+ is the continued profitability of
unsustainable use of forests. Indonesia has long used its forests for profit and export, and
today focuses intensively on palm oil and paper pulp. Elites who have profited from these
industries are very wealthy and politically powerful.187 It will take a high price of carbon to
compensate for these foregone opportunity costs and ensure forests are not converted to these
lucrative land uses.188

REDD+ and Indigenous Peoples
The government of Indonesia has no unifying piece of legislation recognizing indigenous
groups. Government officials have at times claimed that nearly the entire country is
comprised of indigenous peoples, and thus no groups can claim special rights based on their
indigeneity.189
In addition to encountering the same challenges with REDD discussed above, indigenous
groups suffer from a lack of formal recognition. Indigenous inclusion in the REDD+ planning
process has occurred through civil society organizations representing them and other local
communities. 190 Additionally, indigenous groups experience widespread land tenure
insecurity, leading some to argue that indigenous rights and secure tenure must be a
prerequisite for participation in REDD.191 The recently created Licensing Decree dictates that
REDD+ financial benefits should be divided 70% to the community, 10% to the government,
and 20% to the project developer, but it remains to be seen if this distribution of benefits will
be put into practice.192

REDD+ in Indonesia
• 29 REDD+ projects; 45 REDD-Readiness initiatives
• UN-REDD partner country
• World Bank FCPF participant
• Several provinces in Indonesia (Aceh, Central Kalimantan, East Kalimantan, Papua, West
Kalimantan, West Papua) are members of the Governors' Climate & Forests Task Force.
• The Government of Central Kalimantan has used REDD+SES.
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Key REDD+ Actors
• A REDD+ Task Force was appointed by the president in 2011 after the Letter of Intent was
signed with Norway; however, there are tensions among different ministries (such as the
Ministry of Forestry) and other levels of government over responsibility for REDD+
development.193
• There are also 10 working groups that consist of both government and non-governmental
representatives. International and national NGOs are actively involved in capacity building
and pilot projects.194
REDD+ Funding
• Indonesia has received more international funding for REDD+ than any other country, and
has been promised US$4.4 billion from all financers via loans and grants.195
• Australia and Indonesia formed a forest carbon partnership in 2008, providing up to
AU$100 million (US$87.7 million).196
• Indonesia and Norway signed a letter of Intent in 2011 that provided US$1 billion towards
setting up REDD+.197
• Other major funders include the German government and the World Bank’s FCPF.
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GUYANA

Country Background
Located in the northeastern corner of South America, Guyana’s heavily forested country
ranges from rainforest to dry evergreen forests and marsh forests. As of 2010, 87% of
Guyana’s land area was covered by forests and registered an estimated annual deforestation
rate of 0.06%.198 A 2011 government study identified mining as the principal driver of
deforestation in Guyana, however other causes include infrastructure, agricultural conversion,
illegal logging, and fire.199 The country forms part of the Guiana Shield Rainforest and has an
estimated 1,200 vertebrate species and over 6,000 plant species.200 Guyana has very low
levels of economic development and is highly dependent on agricultural commodities and
extractive industries (e.g. gold and bauxite). Eighty-four percent of
forests in Guyana are owned and managed by the state, with much
of the remaining forests (14%) under communal control by
indigenous Amerindians.201 There are still pending issues regarding
untitled Amerindian communities.
Guyana is pursuing a Low Carbon Development Strategy
(LCDS) with funding from Norway. This strategy aims to increase
enforcement of environmental regulations, create employment
opportunities, and provide forest communities with an Opt-in
mechanism to join the national-level REDD system linked to the
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State Forest Estate.202 Titled Amerindian Communities have the option to join the agreement
and also receive payments through the national REDD mechanism. A MRV System is being
developed to establish the metrics by which performance-related payments will be made
throughout the MoU with Norway. 203 Interestingly, these metrics will not consider the
deforestation caused by the construction of Amaila Falls Hydropower Facility (funded by the
Guyana REDD+ Investment Fund).204
Guyana is officially committed to abiding by the principle of Free, Prior and Informed
Consent (FPIC). Although there are no subnational REDD programs, there are a number of
conservation projects and payment for ecosystem services (PES) programs overseen by
international institutions such as Conservation International and Canopy Capital.

REDD+ Challenges
There has been some confusion regarding why Norway chose to support Guyana’s Low
Carbon Development Strategy (LCDS) given the minimal relationship between the two
countries and numerous reports warning that the partnership presented high risks due to
government corruption and political oppression.205 A number of problems have developed in
Guyana’s approach to REDD. In 2013, political disagreements led development company
Sithe Global to withdraw from the REDD+ Amaila Falls Dam Project after which the InterAmerican Development Bank (IDB) stopped due diligence on the project. In the same year,
Norway delayed REDD+ payments to Guyana while it worked on “improving the financial
mechanisms”	
   of REDD+.206 Part of the problem has been the failure of Guyana’s Office of
Climate Change to produce the concept notes required for REDD+ projects.

REDD+ and Indigenous Peoples
There are numerous conflicts in Guyana regarding overlapping claims of indigenous land
rights and extraction concessions. In recent years, Guyana’s High Court has repeatedly ruled
in favor of mining interests. One of the most controversial rulings concluded that indigenous
peoples are not permitted to cancel any mining permits issued before their territorial rights
were formalized under the law.207 In the case of the Isseneru Village, for example, this ruling
has meant that the newly won titles to traditional indigenous territory are overrun by mining
concessions.208 Of course, this not only affects indigenous peoples’	
   ability to participate in
REDD+, but also the integrity of their control over their own territories and livelihoods.
Another concern is the failure of the Guyana Forestry Commission (GFC) to address illegal
logging.
In a Verification Audit of Guyana’s REDD+ program, the Rainforest Alliance concluded
that of ten indicators, Guyana had only met three, while another four were only partially met
and three were entirely unmet.209 The three indicators Guyana has failed to meet are: 1)
202
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transparent and effective consultation with stakeholders; 2) the protection of indigenous
peoples’	
  rights; and 3) development of specific measures to reduce forest degradation within
the forest sectors. Amerindian communities in Guyana are particularly concerned about
transparency issues around REDD+ and observe that many of their land titling concerns have
not been addressed within the time frame established by the Amerindian Act.210 While some
indigenous communities are interested in the “Opt-in”	
   option for Guyana’s REDD+ program,
there is also concern that communities who opt-out will be excluded from demarcation
funding, thereby forestalling the land titling process for non-REDD communities.

REDD+ in Guyana
• Guyana is a World Bank FCPF pilot country and a UN-REDD Partner country
• Guyana is developing a national-level REDD system as part of its Low Carbon
Development Strategy

REDD+ Actors
• Guyana’s Office of Climate Change (OCC) oversees issues related to climate change,
including REDD and the LCDS.
• The Guyana Forestry Commission is in charge of the technical implementation of REDD.

Funding
•

•
•

In 2008, Norway signed a Memorandum of Understanding (MoU) with Guyana committing
up to US$ 250 million over five years (2010 - 2015) to help Guyana implement its LCDS
through the Guyana REDD+ Investment Fund (GRIF) overseen by the World Bank. GRIF
includes funds for proposed projects such as the Amaila Falls Hydropower Facility, the
demarcation of Amerindian Lands, and Institutional Strengthening of REDD+.
Other REDD funding comes from Inter-American Development Bank (IDB), Conservation
International, and KfW (German development bank) to strengthen government institutions
overseeing REDD+.
Guyana expects to receive US$3.6 million through FCPF to implement Readiness
Preparation Proposal (R-PP) activities.
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PERU

Country Background
Peru is a country of immense biological and cultural diversity. With over 21,462 plant
and animal species, Peru is considered a mega-diverse nation. Forty-five percent of Peru’s
population is indigenous and more than 65 ethnic groups inhabit the Amazon Basin of Peru.
The country’s many biomes range from arid coastal plains to the Andes Peaks to the tropical
forest of the Amazon Basin, the latter of which constitutes the vast majority of Peru’s
territory.
Sixty percent of Peru’s land area is forested (73.3 million hectares). While formal rights
are still pending in many areas, 20-40% of these forests are located in indigenous territory.211
Peru has an annual deforestation rate of 0.2 percent and
deforestation is identified as the primary source of greenhouse
gas emissions in the country. 212 The main drivers of
deforestation include agriculture and livestock, urban
development, communications infrastructure, mining, and oil
extraction. In 2008, Peru’s government announced its intention
to reduce deforestation to a rate of zero by the year 2021.
Peru has a weak system of land tenure213 and there are
many conflicting claims on land rights and usage concessions.
As of 2013, a bill was in Congress to recognize holders of forest
rights as entitled to economic benefits from ecosystem services.
Until now, indigenous peoples have had use rights, but not
211
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ownership rights to the forests.
Peru takes a nested approach to REDD+ (with varying rates of implementation at
different scales). There are REDD+ programs at the national, subnational, and project level.
Some of these projects are linked to REDD-readiness through support from private
institutions or NGOs; others are carbon sequestration projects linked to the voluntary carbon
market. There is very little communication between the projects. Peru proposes a national
MRV system for REDD+. However, as of 2013, Peru still lacked a national system for MRV,
though it does have several pilot initiatives. Both the R-PP and the FIP require stakeholder
involvement in design and implementation of REDD+ in Peru.

REDD+ Challenges
There are three general areas of concern regarding the implementation of REDD in Peru:
1) Economic and political conditions continue to be conducive to increased deforestation and
degradation; 2) Land tenure disputes and overlapping usage claims; and 3) Inequalities and
lack of clarity in REDD+ design and implementation.
Peru is considered to have low institutional capacity for law enforcement, forest
monitoring, and the prevention of illegal forest degradation. There are significant overlaps
between original land rights belonging to indigenous people and the legal (or illegal) access
rights acquired for activities such as mining, agro-industrial plantations, and oil and gas
exploitation.214 Although 15 million hectares of tropical forest are legally recognized as
having some form of indigenous ownership or management, there are at least another 8
million hectares with pending applications as indigenous reserves.215 These indigenous claims
often overlap with pending concessions to oil, gas, or other extractive industries.
Peru lacks an integrated land-use plan for the nation, allowing for contradictions to exist
between policies at different scales of government. The lack of effective management and
oversight means that REDD+ programs are being developed at the same time that forest
degradation continues and is even allowed to expand. For example, in 2013, The Guardian
found that the illegal gold mining occurring in “Madre de Dios, Peru, exceeds the combined
effects of all other causes of forest loss in the region, including from logging, ranching and
agriculture.”216 Similarly, the government has announced a new law that intends to expand
investments in Peru’s oil and gas sector, potentially violating indigenous peoples’	
  rights and
territorial claims.217
The establishment of a baseline to verify REDD+’s contribution to reducing deforestation
rates is also deeply problematic. For example, the REDD+ project run by Conservation
International (CI) in the Alto Mayo Protected Forest located in the Peruvian Amazon has
been accused of using a “Cumulative Deforestation Model”	
  that allowed CI to “dramatically
increase the baseline deforestation rate”	
   by three times what was observed using other
baseline instruments.218 The manipulation of baselines in this manner not only affects the
amount of carbon payments allotted, but, more importantly, distorts measurements of how
much carbon is actually sequestered as a result of project interventions.
214
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REDD+ and Indigenous Peoples
Amazonian people depend on tropical forests for their livelihoods. A thorough review of
REDD+ projects in Peru by AIDESEP (Inter-Ethnic Association for the Development of the
Peruvian Amazon) and Forest People’s Programme highlights the numerous concerns
regarding how indigenous peoples are (and are likely to be) affected by REDD.219 Generally,
these projects fail to secure free, prior and informed consent (FPIC) with indigenous
communities; operate with low levels of transparency; fail to provide clear guarantees of
indigenous and local peoples’	
   forest use and access rights; and allow intermediaries to charge
exorbitant fees for technical services.220
Of 35 projects in various stages of REDD+ in Peru, 11 are planned in recognized
indigenous lands and 8 are operating in customary lands that have not been legally
recognized.221 Indigenous peoples’	
   concerns regarding REDD+ programs in Peru include
fears that REDD+ could lead to massive land grabs of indigenous lands where legal rights are
still pending; that it will fail to reduce contradictory policies encouraged by other government
sectors (e.g. mining, oil/gas, agro-industry); that it will allow unregulated projects in
indigenous territories and exploitation by “carbon cowboys”; and that it will lead to increased
conflicts over land and resources. 222 In addition, a letter from AIDESEP to the Forest
Investment Programme in 2013 observes that the FIP’s revised investment strategy withdraws
agreements made with indigenous peoples in public workshops and in consultation with
AIDESEP, thereby significantly eroding indigenous peoples’	
  trust in the REDD+ process.223
In an analysis of key stakeholders involved in Peru’s REDD+ programs, White observes
that tensions over REDD+ have led to important dialogues nationally and internationally224.
Nonetheless, White also concludes that the government and World Bank approach to REDD+
is incompatible with the Alternative REDD+ suggested by AIDESEP, requiring “parallel
implementation…for them to co-exist.” 225

REDD+ in Peru
• 19 REDD+ projects; 16 REDD-Readiness initiatives
• UN-REDD partner country
• World Bank FCPF participant
• Several Peruvian states (Madre de Dios, Amazonas, Loreto, San Martín, Ucayali) are
members of the Governors' Climate & Forests Task Force (GCF)
• REDD+SES Safeguards are starting to be used in the San Martín region

Key REDD+ Actors
• The Ministry of Environment is the principal agency overseeing REDD+. However,
regional governments also play a key role in surveillance and natural resource control. Peru
219
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has yet to establish an institution specifically assigned to oversee REDD+ readiness.
• OCBR (Órgano de Coordinación de Bosques y REDD+),	
   the coordinating body for forests
and REDD+, oversees the design and implementation of REDD.
226
• Indigenous groups (AIDESEP and CONAP ) have been added to the FIP Steering
Committee and have formed an Indigenous REDD+ Group to facilitate indigenous dialogue
with REDD institutions and the state.

REDD+ Funding
227
• The World Bank’s Forest Investment Plan approved US$ 50 million for REDD+ in Peru .
• Pilot MRV initiatives have support from the German Development Bank, the Gordon and
Betty Moore Foundation, and the Japan International Cooperation Agency.
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ECUADOR

Country	
  Background
Ecuador is a relatively small (283,561 km2) yet mega-diverse country. It is home to 18%
of the world’s bird species, 10% of vascular plant species, 8% of mammal species, and 10%
of amphibious species. This diversity is due to the vastly different eco-regions contained
within the country’s borders, namely the Galapagos islands, mountainous Andes, coastal
plains, and Amazon basin region.228 The nation is also home to an array of indigenous
groups that comprise 14% of the population.229
Thirty-six percent of Ecuador’s national territory is
forested, 80% of which is contained within Ecuador’s
portion of the Amazon basin. 230 The majority (65%) of
Ecuador’s forests are under local and indigenous
ownership. 231 Annually, Ecuador’s deforestation rate
between 2005 and 2010 was 1.89% or 198,000 hectares per
year, one of the highest in Latin America.232 Primary drivers
of deforestation include agricultural expansion (including
agro-industrial production such as palm oil), logging,
mining, oil extraction, and infrastructure expansion. 233
Reducing deforestation and mitigating climate change have
been addressed as legislative national priorities at the same
228
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time that resource extraction continues for export.
Agrarian reform laws of the 1960s and 1970s that encouraged occupation of indigenous
lands have shaped land tenure in Ecuador. A 1964 law declared large portions of indigenous
ancestral land as tierras baldías (or vacant lands), facilitating settlement and encouraging
deforestation to secure de facto land tenure.234
The Ministry of the Environment235 (MAE) coordinates all REDD+ activities, including
the REDD-Readiness initiative Socio Bosque. In anticipation of REDD+, this incentive
program was established in 2008 to provide annual payments to private and communal
landowners for forest conservation. Payments start at the low rate of US$30 per hectare and
are founded on 20-year contracts that have the potential for renewal. As of October of 2012,
there were more than 123,000 beneficiaries of the Socio Bosque program.236
Currently, preparations for REDD+ are occurring on both the national and project levels.
Ecuador’s REDD+ program has incorporated REDD+ Social and Environmental Safeguards,
as it is a pilot country for these voluntary standards that focus on indigenous and local
community rights, biodiversity, and social/environmental benefits.237 A National Advisory
Committee (COASNA 238) has been created to facilitate stakeholder participation in the
National Joint Programme in charge of developing REDD+ for the country. Members of the
committee include representatives from the government, civil society, and indigenous
groups.239

REDD+ Challenges
Several challenges have emerged in the implementation of REDD+ in Ecuador, including:
(1) inequality generated via the Socio Bosque program; (2) lack of clarification regarding
ownership of ecosystem services; and (3) continued extraction of lucrative oil reserves.
Socio Bosque provides an opportunity to investigate the effects of a PES program in
Ecuador before REDD+ is fully implemented. Distribution of knowledge remains a large
barrier to equitable and full participatory involvement in the program. Many communities
entered the program based on votes in the community assembly, but most members did not
know how the incentives were managed or the terms of the agreement. Program benefits are
distributed based on existing community power hierarchies rather than according to the
burden of implementation and foregone opportunity costs. For example, women were less
informed about the program and may sacrifice more land access for conservation without
receiving increased payment. Krause et al.’s case study illustrates that inclusive participation,
information sharing and incentive management should be improved and community
hierarchies of power should be buffered240. However, Krause et al. also note that efforts to
enforce equity in benefits sharing and participation may violate community autonomy.241
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Long-term funding for Socio Bosque remains uncertain, agency coordination is not
smooth, and payments are low compared to lost opportunity costs.242 Although REDD+
programs demand proof of additionality, Socio Bosque does not. New REDD+ programs may
not reward communities who have been successful forest conservationists and who currently
benefit from Socio Bosque’s financial incentives.243
Ecuador’s 2008 Constitution was drafted with considerable input from indigenous groups
and is considered the world’s first “eco-constitution.”244 However, its interpretation has been
subject to controversy. The Constitution gives the state authority over forests and declares
that “environmental services are not susceptible to appropriation; [and] that their production,
provision and use will be regulated by the National Government”.245 It is thus unclear how
and to what degree indigenous peoples and forest dependent communities will benefits from
ecosystem services, since they will be largely controlled by the state.
At the same time that it is promoting REDD+, the Ecuadorian government continues to
permit the exploitation of vast oil reserves in the country. The national government owns
subsurface rights and oil sales have played an invaluable role in the country’s economy,
constituting more than half of the country’s exports for the first 30 years after oilʼs
discovery.246 Oil exploration continues to be permitted in indigenous-controlled lands and
protected areas.247 The national government attempted to prevent drilling in the oil-rich
Yasuní-ITT248, offering to leave nearly 900 million barrels of oil in the ground if international
donors provided sufficient funding to compensate for the foregone revenue.249 Unfortunately,
this initiative failed to meet funding goals and President Correa has announced intentions to
begin oil drilling in the area.250

REDD+ and Indigenous Peoples
Indigenous groups in Ecuador have become a powerful coalition, influencing presidential
selections and the writing of the most recent constitution. 251 The Confederación de
Nacionalidades Indígenas del Ecuador (CONAIE) unites indigenous groups from all over the
country. However, it is also important to note that not all IPs feel the organization represents
their interests. Although CONAIE is against both Socio Bosque and REDD+, the
participation of indigenous groups in Socio Bosque continues to increase.252
Because indigenous groups control the majority of forested lands in Ecuador, REDD+
cannot be accomplished in the country without their cooperation.253 Some IPs refuse REDD+
242
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on the grounds that it represents a continuation of neoliberal policies and encourages the
expansion of international markets largely responsible for environmental destruction and
disenfranchisement in the first place.254 Other IPs are demanding increased participation in
the design of REDD+ projects in order to shape the program according to their own needs. It
is clear that REDD+ participation among indigenous groups largely depends on the degree of
internal organization and the dissemination of positive or negative information about the
program.255 For example, the American company Eco-Genesis signed an agreement with the
Waorani group for rights to the environmental services generated by their communal forest
for 30 years without community consultation. Although this agreement was eventually
overturned, it nonetheless serves to illustrate the threat that REDD+ can pose to indigenous
communities and the need for FPIC to be properly enforced.256

REDD+ in Ecuador
• 3 REDD+ Projects; 14 REDD-Readiness initiatives
• UN-REDD Partner country
• The Government of Ecuador has been a key actor in REDD+SES participating in the
development, governance and use of the standards.

Key REDD+ Actors
• The Ministry of the Environment (MAE) oversees all REDD+ activities and includes the
National Department for Climate Change Mitigation and the National Department for
Climate Change Adaptation.
A
• 2010 Executive Decree established the Inter-Institutional Committee on Climate Change
(CICC257) within the MAE to coordinate all national climate change activities.
• Other institutions include the National Joint Program’s executive board that contains
representatives from the MAE, UN, FAO, UNDP, and UNEP, as well as a National
Standards Committee for REDD+ that involves representatives from the government, civil
society, local communities, and indigenous groups.
• National and/or international civil society organizations in conjunction with private
businesses have facilitated pilot REDD projects.

REDD+ Funding
• Funding for REDD+ has come from the Ecuadorian government, the Food and Agriculture
Organization (for a national forest evaluation), GIZ (German Federal Enterprise for
International Cooperation), KfW (the German Development Bank), and the UN-REDD
program.	
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TANZANIA

Country Background
Tanzania’s forests are concentrated in savanna woodlands (90% of the country’s forest
cover). Other forest types included montane, coastal, and mangrove forest, but the majority
of the country relies on the Miombo woodlands for their livelihoods.258 Tanzania differs from
many other REDD+ countries in its lack of recognition of indigenous peoples within its
territory. There are 125-130 ethnic groups in Tanzania yet only 4 self-identify as indigenous
peoples (the hunter-gatherers Akie and Hadzabe and the patoralists Barabaig and Maasai).
These groups consist of over 524,000 people, which comprise just over 1% of the
population.259
Thirty-nine percent of Tanzania’s territory is
forested.260 Within its mainland forest area, 48% is held in
forest reserves, 6% is protected area, and 46% is village and
general open access forests. From 2005-2010 deforestation
occurred at the high rate of 1.16%.261 The main drivers of
deforestation include agricultural expansion, production of
charcoal, firewood extraction, and logging. 262 Forest fuels
from woodlands provide 95% of the country’s energy needs,
both rural and urban, and 75% of the country’s materials for
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construction.263
Most land in Tanzania is designated as village land (70%), in addition to reserves (28%)
and open access general land (2%).264 Much of this village land is not officially demarcated
based on actual land use patterns. 265 The lack of formal land title can limit some
communities’	
   abilities to participate in current carbon sequestration projects (voluntary or
CDM) as well as REDD+.266 Beginning in the 1990s, Tanzania moved toward decentralizing
control over its forests through Participatory Forest Management (PFM). While Tanzania is
often held up as an example of decentralization of forest control, only 10% of forests have
actually achieved community forest management.267 Management occurs through Village
Land Forest Services, in which the village council creates a management plan and takes
responsibility for patrolling, and Joint Forest Management, in which the local community
makes an agreement for management of state lands.268 Within this context, the Tanzanian
government has been developing REDD+ since 2008, with the implementation phase
beginning in 2013. The National REDD+ Task Force contains 13 representatives from
government ministries and 1 from civil society. Since 2012, the Task Force has worked in
coordination with 5 technical working groups to facilitate REDD+. One of the working
groups is developing a participatory method of MRV that in addition to carbon, will also
monitor livelihoods, governance, and biodiversity. 269

REDD+ Challenges
The main concern facing Tanzania is devolving REDD+ benefits to communities who
engage in REDD+ activities. These challenges can be seen in the aforementioned lack of land
right demarcation, as well as the limited range of the Participatory Forest Management (PFM)
process and ineffective stakeholder engagement. Although PFM has become “the overall
guiding principle for forest policy in Tanzania,”270 actual devolution of forest management in
practice is much less common than legislation would suggest. Some villages have been
waiting for approval of their required forest management plans for well over a decade.271 In
response, some have turned to jointly managing state owned lands.272 Mustalahti et al. argue
that while REDD+ could facilitate PFM, REDD+ is likely to be just as slow and even more
complex to implement than PFM.273
Both civil society organizations and indigenous groups (see below) have argued that that
they have been excluded from the process of creating REDD+ in Tanzania. In response to
these criticisms, one civil society representative was added to the REDD+ Task Force, and
working groups were created with representatives from NGOs, civil society, and the private
sector. REDD+ Social and Environmental Standards are being drafted for the country, but
263
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they are not yet included in the national strategy draft. Some REDD+ pilot projects have
voluntarily chosen to use standards of FPIC or obtain Verified Carbon Standard or Climate,
Community, and Biodiversity Standard certification that addresses safeguards. 274
Nevertheless, some communities remain concerned that safeguards may not be enforced on
the ground and may fail to prioritize villagers’ needs. In one case study, Mustalahti et al.
found that villagers were primarily concerned about water scarcity, rural development, and
food security, which were not directly addressed by REDD+ initiatives.275

REDD+ and Indigenous Peoples
The main concern regarding the impact of REDD+ on indigenous peoples in Tanzania is
the lack of recognition of their identity as indigenous. The Tanzanian government does not
recognize the existence of indigenous populations in their territory. As a result, most IPs do
not self-identify as indigenous out of fear of being alienated by the government.276 Many
define themselves by alternative lifestyles but not by their indigeneity. These alternative
lifestyles (hunter gatherers and pastoralists) are actively suppressed by the Tanzanian
government, which raises concerns regarding the ability to protect indigenous concerns raised
by REDD+ in a country whose government is so hostile to these populations.277 Past dealings
with PFM has not been favorable to indigenous peoples, as many indigenous pastoralists are
excluded from decision-making around village lands because they are seen as temporary
migrants instead of stakeholders.278
The process of REDD+ was fairly advanced before civil organizations or indigenous
groups became involved.279 For example, the REDD+ Task Force was created without an
indigenous representative. In response to this exclusion, indigenous groups formed a National
Indigenous Peoples Coordinating Committee on REDD in Tanzania in 2009, and an
indigenous representative was invited to contribute to the final draft of the REDD+ plan for
the country.280

REDD+ in Tanzania
• 9 REDD+ projects; 12 Readiness initiatives
• UN-REDD partner country
• World Bank FCPF participant
• The Government of Tanzania has been a key actor in REDD+SES participating in the
development, governance and use of the standards.

Key REDD+ Actors
• REDD+ project coordination is overseen by the Division of Environment in the Vice
President Office, and the Forest Service manages REDD+ on the ground via the National
REDD+ Task Force. 	
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• NGOs active in Tanzania’s REDD+ include CARE Tanzania, WCS, WWF, African
Wildlife Foundation, Tanzania Forest Conservation Group, and Tanzania Forest
Community Network.281	
  

REDD+ Funding
• Funding has arrived from the UN-REDD Programme (US$ 4.3 million, mostly contributed
by Norway) and the Royal Norwegian Government (US$ 80 million). Norway’s funding
has covered the country’s pilot projects, capacity building, and the enhancement of national
research capacity on climate change.
• Other funders include the UN-REDD program and the government of Finland.
• The future payment mechanism for REDD+ is still unclear. Payments may funnel through
centralized, national channels or may be organized so international payments can go
directly to specific projects.282
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BRAZIL

Country Background
Brazil is a highly biodiverse country and the home of the Amazon Basin, with forests
covering approximately 60% of its land area.283 Due to a network of protected areas and
indigenous territories, and more recent state policies removing subsidies for soy, Brazil
maintains some of the best-preserved forests in the Amazon.284 Although Brazil has advanced
numerous policies and programs to increase forest protection, deforestation and biodiversity
loss continue to be a major issue of concern. According to Nepstad et al., approximately
19,500 km2/year was cleared between 1996 and 2005, making Brazil the 4th largest emitter of
carbon dioxide globally due to its high deforestation
rate.285 Following 2005, deforestation in the Brazilian
Amazon has significantly decreased (70%) due to the
collapse of soy prices, state policy interventions in the
forest and agricultural sector, pressure from
environmental groups, and the expansion of protected
reserves and indigenous territory 286 . Key drivers of
deforestation in the Brazilian Amazon include: road
development and expanded settlements, legal and illegal
logging, mining, agriculture and ranching, especially the
large-scale production of beef, timber, and soy. Cattle
ranching remains the primary commercial land use in
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the Brazilian Amazon.287
Brazil has actively participated in international climate negotiations and is often
applauded as setting an example for how developing countries can transition to a green
economy. Since the 1980s, indigenous peoples’	
   movements, environmentalists, and
researchers have called attention to the social and ecological destruction caused by
development in the Amazon. In recent decades, a variety of environmental laws, innovative
programs and partnerships have attempted to secure a more sustainable development
trajectory for the country. 288 The Brazilian Forest Code of 1965 establishes minimum
percentages of forest cover for each ecological region. In the Amazon biome, for example,
landowners are required to maintain a minimum of 80% forest cover.
Although Brazil is still in the process of developing a national REDD+ strategy, actions
have been taken at the national, sub-national, and jurisdictional level to advance REDD+. In
2008, Brazil launched its National Climate Change Plan and announced its commitment to
reduce Amazonian deforestation by 80% in 2020. In the same year, the Amazon Fund was
established as a non-reimbursable investment fund for the protection and conservation of the
Brazilian Amazon. The Fund is managed by the Brazilian Development Bank (BNDES) and
is considered an integral component of Brazil’s REDD+ approach. Disbursements are
performance-based and adhere to established REDD+ social and environmental safeguards.
Numerous REDD-related initiatives have also emerged at the state-level in Brazil. In
2008, six of Brazil’s Amazonian states joined the international Governor’s Climate and
Forests Task Force (GCF), which aims to connect states to market and non-market financing
for low-carbon rural development and REDD+. The state of Acre has been particularly active
in advancing a green agenda and, since 2009, has pursued extensive territorial planning as a
REDD-readiness strategy that includes registration of smallholder properties, geo-referencing
of property boundaries, and land use mapping.289 In 2010, Acre launched the System of
Incentives for Environmental Services (SISA), a state-wide program of economic incentives
to reward good land stewardship practices, including activities that sequester carbon, preserve
biodiversity or provide watershed protection.290 In addition, the state of California may soon
accept carbon offsets generated in Acre as part of its recently inaugurated cap-and-trade
program.291
In the Brazilian Amazon there are at least 25 pilot REDD+ initiatives, as well as many
other PES and afforestation and forest restoration programs (Duchelle et al. 2014). These
initiatives operate in very different political economic contexts, with varying levels of forest
cover, land tenure security, and diverse types of rural livelihoods.292 The projects involve
partnerships between various government agencies, donor bodies, and NGOs at multiple
scales. REDD+ funding is used to improve stakeholder engagement in REDD+ design and
implementation, clarify land and carbon rights, define emission reference levels and MRV,
facilitate safeguards, produce policy research and advocacy, strengthen institutions, improve
forest management, and provide carbon offsets and performance-based payments.293 Brazil’s
287
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REDD+ developments are very difficult to follow given the diversity of project elements,
agreements, and partnerships; it may be a challenge for Brazil to consolidate this variety into
one coherent, national REDD+ strategy.
Although the Amazon Fund adheres to REDD+ safeguards in writing, and the states of
Acre and Amazonas utilize REDD+ SES, Brazil is still in the process of establishing a formal
national system for addressing safeguards for REDD+.294 The Brazilian Forest Service and
the Brazilian National Institute of Space Research is in charge of monitoring activities in
Brazil, and the Ministry of Environment submits technical notes detailing progress on
emission reductions. In June of 2014, Brazil became the first country to submit a forest
reference emissions level to the UNFCCC. Brazil is taking a “stepwise approach”	
   and will
continue to adjust forest emission calculations as new information becomes available.
REDD+ proponents applaud Brazil’s efforts as offering an example for other countries to
follow.295

REDD+ Challenges
Despite notable progress in advancing REDD+ at multiple scales, Brazil’s REDD+
programs continue to face significant challenges. These include unclear land tenure,
contradictory environmental and development policies, and debates over appropriate REDD+
mechanisms and safeguards.
Clear and enforceable property rights are fundamental to the success of REDD+ as
currently conceived. Unfortunately, although Brazil is noted for having one of the best
records of all tropical countries in clarifying ownership and access rights to forest-dependent
communities, tenure insecurity is still pervasive in the Brazilian Amazon and nearly one-third
of the Legal Amazon296 is subject to private land claims that have yet to be officially
verified.297 Most forest clearing activities occur on lands without formal property titles.
Hence, failure to establish and enforce clear land and carbon rights may not only jeopardize
Brazil’s ability to expand REDD+ initiatives, but may also challenge its ability to meet its
larger commitments to forest protection.
Land reform programs such as the Legal Land (Terra Legal) Program have attempted to
address past land reform failures by granting land titles to smallholders claiming rights to
non-designated public land in the Amazon and linking these to environmental compliance
requirements (i.e. plans to maintain or recuperate 80% forest cover). However, the program
has encountered many challenges and has not completed land titling to the extent expected.298
Legal clarification of land tenure is a priority of REDD-readiness activities in many pilot
projects and is encouraging the acceleration of land titling processes. Although researchers
suggest that this titling acceleration may increase the equity of REDD+, they note that it also
runs the risk of overlooking traditional forest rights, thereby causing forest users to lose
access to important land areas and resources.299 In addition, with the exception of Acre where
carbon has been declared the property of the state, all other Brazilian states are still awaiting
294
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clarification of who owns the right to the carbon sequestered in forests.
As in many countries, REDD+ has been hotly debated in Brazil and numerous groups and
communities have expressed their opposition to REDD+. Various social movements, NGOs,
and indigenous groups have requested the Brazilian government reject REDD+.300 They
question the market-based approach sought by some REDD+ proponents and insist that the
government focus instead on comprehensive land reform and the demarcation of indigenous
territory.301 Some critics draw attention to rural policies that contradict REDD and other
environmental programs, such as rural credit programs that stimulate extensive cattle
ranching, large-scale infrastructure projects, expansion of oil and gas extraction, and
monoculture plantations of eucalyptus for paper production.302 Others note that incentives to
preserve forests have been weakened in recent years as a result of increasing commodity
prices for beef and soy, as well as the 2012 revisions to the Forest Code, which reduced forest
cover obligations in certain regions of Brazil. Researchers from the World Rainforest
Movement note that the recent changes to the Forest Code have undermined landowners’	
  
interests in participating in the Monte Pascoal-Pau forest restoration project in Bahia. As a
result, the coordinating NGO was unable to deliver the amount of sequestered carbon it had
already sold as carbon credits to the Natura Company.303
In sum, the concerns and challenges associated with REDD+ in Brazil have been similar
to those encountered in other countries, particularly issues of land tenure and carbon rights.
Many dimensions of REDD+ continue to be debated. For example, although REDD+ credits
have only been subject to voluntary purchase thus far, some fear that the sudden integration
of REDD+ credits to the carbon market could destabilize the market and cause carbon prices
to plummet internationally. In addition, there are continuing debates regarding the extent to
which landowners should be compensated by REDD+ for fulfilling their forest cover
obligations required by the Forest Code. Opponents argue that landowners should not be
compensated for being in violation of the law and that the reforestation of degraded lands
does not fulfill additionality requirements.304 Supporters, however, argue that this economic
support is critical to helping landowners transition to sustainable land use practices and point
to other cases in which PES payments have been used successfully to incentivize compliance
with national environmental laws.305

REDD+ and Indigenous Peoples
Indigenous peoples (IPs) live in and manage at least 25% of the Brazilian Amazon. They
play an integral role in protecting precious forest and water resources and will be deeply
affected by REDD+. Both the diversity of indigenous peoples and the variegated forms of
REDD+ in Brazil mean that there is no single indigenous experience or perspective on
REDD+. Long instead suggests that REDD+ outcomes are context-specific and that
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indigenous peoples must consider REDD+ projects carefully on a case-by-case basis.306
Brazil is faced with the complex challenge of mitigating climate change while also protecting
its tropical forests and fulfilling obligations to IPs. The 1988 Constitution provides strong
protections for indigenous peoples and establishes the Union’s responsibility to demarcate,
protect and guarantee respect for indigenous peoples’	
   traditional territories and assets.307
Although the implementation of these rights is a long process and IPs have a extensive
history of being marginalized by the Brazilian state, Long notes that there have been positive
gains for indigenous rights in recent years, citing, for example, the Supreme Court’s decision
to uphold the demarcation of Raposa Serra in 2009.308
Throughout the world, many IPs have approached REDD+ with skepticism and Brazil is
no exception. Depending on the particular project structure, REDD+ initiatives can produce
negative impacts for IPs. When property rights are unclear or unenforced, IPs are at risk of
losing forest access rights and/or being excluded from REDD+ benefits. Some REDD+
projects are poorly designed and lead to limits on livelihood activities, thereby producing
dependence on REDD+ funding. Already, REDD+ pilot projects have produced controversial
outcomes in some indigenous communities. The Guaraquecaba Climate Action Project, for
example, a REDD+ initiative led by The Nature Conservancy in collaboration with American
Electric Power, General Motors, Texaco as well as Brazil-based organizations, has been
labeled one of the ten worst REDD-type projects in Latin America by a coalition of
indigenous and activist organizations. It is criticized for limiting the livelihood practices of
the Guarani people and using armed guards from the Force Verde to patrol REDD+ areas.309
Despite worrisome examples of REDD+ projects and continuing concerns regarding the
commodification of IPs’	
   forests, there are also cases of REDD+ in Brazil that have been
considered successful collaborations between NGOs and IPs. If designed correctly, Long
notes that REDD+ can increase income and livelihood options for IPs and rural populations.
It can also facilitate secure property rights and state recognition of indigenous territory.310
Some proponents suggest that REDD can be designed to co-exist with many indigenous
activities, thereby providing additional income to IPs.311

REDD+ in Brazil
• Over 25 REDD+ pilot projects
• Six Brazilian states (Acre, Amapá, Amazonas, Mato Grosso, Pará, Tocantins) are members
of the Governors' Climate & Forests Task Force (GCF)
• In 2010, a Memorandum of Understanding was signed between the governors Acre, Brazil
and California to facilitate an offset program for REDD+ in Brazil that would link to
Californiaʼs carbon market.
• State governments of Brazil have been key actors in REDD+SES participating in the
development (Pará) and use (Acre and Amazonas) of the standards.
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Key REDD+ Actors
• Interagency Task Force on REDD and Climate Change created by President Lula in 2009
• Ministry of the Environment

REDD+ Funding:
• As of 2012, Brazil had over US$1 billion committed to financing REDD+, with most of it
being held in the Amazon Fund. Norway has contributed over half of this funding and more
than US$266 million has already been disbursed.
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5. Approaches for an Alternative
REDD+ Vision

REDD+ is a mechanism that aims to mitigate climate change through a set of policies and
programs that conserve and enhance carbon in the forests of developing countries. The fact
that much of the remaining forest areas are owned, managed or inhabited by indigenous
peoples means that their territories have become a priority for REDD+ activities. In its
current form, REDD+ has raised a series of red flags for indigenous peoples. The mainstream
approach to REDD+ has been driven by market logic; it has utilized top-down governance
structures; failed to sufficiently address or resolve land tenure claims; and, in many cases, has
failed to respect indigenous rights of FPIC, as evidenced in many country profiles presented
in this report. For these reasons, many indigenous communities and organizations have
expressed concern about the form, design and implementation of REDD+.
In response to the mainstream approach to REDD+, scholars, social movements, NGOs and
indigenous peoples have argued urgently for the development of alternative approaches to
reducing deforestation and forest degradation. According to Pokorny et al “REDD+ projects
can be expected to have poor social and environmental outcomes unless they use substantially
different approaches, which build on the capabilities of the wide range of local natural
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resources managers to undertake efficient resource management and conservation”. 312
Indigenous peoples with a demonstrated history of sustainable forest management can
provide critical guidance in building an alternative approach to REDD+.
Indigenous peoples have increasingly inserted themselves into climate change debates as a
way to influence effective and equitable mitigation strategies. During the 8th COP (2002) in
New Delhi, indigenous peoples made the statement “Our duty as indigenous peoples to
Mother Earth impels us to demand that we be provided adequate opportunity to participate
fully and actively in all levels of local, national, regional and international decision-making
processes and mechanisms in climate change”.313 In addition, a recent report by the Special
Rapporteurs of the UN Permanent Forum on Indigenous Issues (UNPFII) argues that
indigenous peoples’ biocultural perspective and approach have credence because of the long
history and success of indigenous peoples in protecting forests and biodiversity. It reads:

“We as indigenous peoples have preserved the biodiversity of our lands for
hundreds of years by caring for nature and using it only in sustainable ways.
The places where we have been able to live free from so-called development are
now recognized as the most biologically diverse places on earth. With such a
track record, we of all people are justified in demanding that we be allowed to
continue our traditional uses of plants and animals.”314
NGOs and indigenous groups have offered alternative proposals and visions of REDD+ on
multiple scales. For example, the US-based Indian Law Resource Center draws on
international law to develop 10 key principles for REDD+ to guide the actions of national and
international actors. 315 COICA 316 , a coordinating body representing a network of 9
indigenous organizations in the Amazon Basin, provides critical indigenous perspective on an
alternative to REDD+ 317 . A coalition of Peruvian regional and national organizations
(including AIDESEP, FENAMAD and CARE) 318 provide recommendations for REDD+
based on an analysis of the policies and impacts of REDD+ in Peru319. AIDESEP has
published a concise report emphasizing the importance of indigenous peoples’ territorial and
collective rights 320 . And IPCCA 321 utilizes a biocultural approach that emphasizes the
importance of non-market approaches and non-carbon benefits in REDD322.
312
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All of these organizations advocate for due respect of indigenous rights under UNDRIP in all
REDD policies and programs. These include rights to self-determination and FPIC, to secure
and expanded land tenure prior to REDD+ implementation, and to protection against forced
displacement. They also advocate that REDD+ address economic drivers of deforestation,
utilize non-market mechanisms, observe non-carbon benefits, share benefits equitably,
include meaningful participation of indigenous peoples, and recognize the importance of the
traditional ecological knowledge that has maintained forests and biodiversity for generations.
Based on the results of these reports by indigenous groups and peer-reviewed literature on the
subject, we proceed to outline the key elements for an alternative vision for REDD+. These
elements are collective action, a biocultural approach, a rights-based approach, and a nonmarket approach. While not exhaustive, these elements represent central themes drawn from
indigenous reports and academic literature on REDD and indigenous peoples.

Elements of an Alternative Approach to REDD
Collective action - Collective action is a critical approach for understanding the governance
of REDD. The work of Elinor Ostrom, a political scientist who won the Nobel Prize in
Economics in 2009, and her colleagues demonstrate the important role of collective action in
the sustainable management of common pool resources such as forests.323 Ostrom challenged
the dominant paradigm of the “Tragedy of the Commons”, which argued that common pool
resources were doomed to failure without privatization or state regulation 324 . Instead,
through analysis of thousands of empirical case studies, Ostrom’s work demonstrated that
smallholders who communicate with one another, develop their own agreements, and
establish systems of monitoring and sanctioning, are likely to manage common pool
resources sustainably and distribute resources in more equitable ways.325 Ostrom identified a
number of design principles that are often found in successful examples of sustainable
common pool resource management. These principles facilitate both social and ecological
benefits and provide a broad framework for an alternative REDD+. Chhatre and Agrawal
suggest that the transfer of ownership of large forest commons to local communities and
payments for improved carbon storage through a program such as REDD+ can contribute to
mitigation without adversely affecting livelihoods.326 Collective action is a relevant concept
for an indigenous REDD+, as Article 13 of the Indigenous and Tribal Peopleʼs Convention
highlights the “collective aspects”	
   of the relationship of indigenous peoples to their lands and
territories327. We recognize that indigenous territory has characteristics and meaning that are
not fully represented by the terms “common property”	
   or “communal lands”. The concept of
territory is a broader concept than communal lands and captures “the total environment of the
areas which the peoples concerned occupy or otherwise use.”328
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According to Ostrom, successful commons management requires:329
1. Boundaries –	
  Boundaries should be clearly defined and recognized. Boundary-making
can take the form of formal or informal demarcation of land or territory, and is broadly
tied to the concept of land rights and tenure. Indigenous territories have only been
partially recognized and many communities continue to struggle over land rights.
According to the World Bank, indigenous peoples safeguard approximately 80% of the
planet’s biodiversity within their traditional territories, yet legally have title to less than
11% of these lands.330 Communities with nationally recognized land rights, often have
only partial access to their original territory or lack control over the full range of
resources on their ancestral lands –	
  including surface, subsurface water and minerals, and
genetic resources. An alternative REDD would establish and secure indigenous land and
resource rights as a critical first step in the long-term protection of tropical forests and the
cultural and biological diversity contained therein.
2. Proportionality –	
   Costs of management should be proportional to the benefits. This
design principle suggests that communities must receive meaningful and equitable
benefits from projects such as REDD+. Proportionality is linked to the REDD+ concept
of benefit sharing, and suggests that benefits should be equal to or greater than the costs
of project participation. As IPs are not a homogenous group and may desire particular
strategies depending on their unique geographic, socio-economic, and historical contexts,
there is likely to be a wide range of activities that can strike the balance of proportionality
necessary for a successful REDD+ program. It is also important to note that costs and
benefits for indigenous peoples may not be limited to strictly monetary transactions, but
instead involve broader socio-economic, ecological and cultural concerns. Therefore,
REDD+ benefits should be distributed in a transparent and equitable manner in
accordance with indigenous peoples’	
   unique socio-economic, ecological, cultural, and
spiritual values.
3. Collective choice –	
   Rules should be made by the resource users themselves. This design
principle highlights indigenous rights to self-determination, FPIC, and full and effective
participation. 331 Therefore, the design and implementation of REDD+ in indigenous
communities will not likely succeed as a top-down model, but rather must be developed
by indigenous peoples based on their own systems of decision-making and governance
structures. FPIC must be strictly applied and indigenous communities given the choice to
opt-in or opt-out of REDD+ activities. If they choose to participate, they must be given
the opportunity to participate fully and effectively, not only in monitoring and tree
planting activities, but in the design, implementation and governance of REDD+ at
various scales.
4. Monitoring –	
  A system must be in place to track people’s behaviors. Various tools for
Measurement, Reporting and Verification (MRV) of carbon storage and sequestration are
329

Ostrom, 2000
World Bank, 2014
331
Riamit & Tauli-Corpuz, 2012
330

Comment Overview

71

Navigate to Table of Contents

INDIGENOUS PEOPLES AND REDD+: A CRITICAL PERSPECTIVE

under development for REDD+. The Cancun Agreements affirm the importance of
monitoring and reporting systems for carbon at national and subnational levels, and
recognize the need to monitor safeguards. Based on several workshops of organizations in
REDD+ countries, Riamit and Tauli-Corpuz (2012) found that MRV tools have been
developed “in anticipation of…market-based financing of REDD+”	
  with an emphasis on
the monitoring of carbon as opposed to social and environmental safeguards. 332 In
addition to carbon, safeguards should also measure, report and verify on the following
criteria associated with REDD:
1) Land tenure; 2) respect for human rights; 3) full and effective
participation, including free, prior and informed consent; 4) customary law
and governance systems on ecosystem and natural resource management; 5)
traditional knowledge systems and roles in forest management; 6) traditional
occupations and livelihoods; 7) benefit-sharing; 8) conflict resolution and
management; and 9) gender.
It is important to note that many indigenous communities already have systems in place to
actively monitor their forest boundaries. 333 Following the over 20 indigenous
organizations around the world, we suggest that REDD+ monitoring must move beyond
carbon to include non-carbon aspects of REDD+, such as the social, economic,
environmental and governance safeguards in more substantial ways.334
5. Sanctions –	
   Individuals who break established rules must face consequences. These
sanctions have been largely focused on strategies to penalize rule-breaking locally.
However, the global nature of REDD+ demands that sanctions also operate across scales,
penalizing actors nationally and internationally that violate agreed upon transparency,
forest governance, or FPIC rules.
6. Conflict resolution mechanisms –	
   Conflict between users should be resolved. Riamit
and Tauli-Corpuz (2012) argue that systems of conflict resolution must be in place for the
success of an expanded MRV concerned not only with carbon but also the social and
ecological safeguards and non-carbon benefits of REDD+. 335 More research and
discussion is needed to determine the site, form, and scope of conflict resolution
mechanisms.
7. Minimal recognition of the right to organize –	
   Communities must have sufficient
autonomy to make decisions apart from non-local authorities. This design principle
reflects the importance of self-determination and the right to accept or reject REDD+. It
also signals the importance of indigenous autonomy in the design of a REDD+ approach
appropriate to their particular needs and culture. It is critical that the rule making of

332

Riamit & Tauli-Corpuz, 2012, p. 11
Espinoza Llanos & Feather, 2011
334
Riamit & Tauli-Corpuz, 2012, p. 11
335
Riamit & Tauli-Corpuz, 2012
333

Comment Overview

72

Navigate to Table of Contents

INDIGENOUS PEOPLES AND REDD+: A CRITICAL PERSPECTIVE

indigenous peoples supersede that of non-local users. External influence or force can
undermine the success of communal and/or indigenous forest management.
8. Nested Enterprises –	
   Nesting of various institutions suggests that all levels of
governance have an important and legitimate role to play. This design principle suggests
that governance operates on multiple scales, particularly in management of a global
problem such as climate change. Therefore, forest governance at local scales must be
nested within environmental governance operating at larger scales creating a dynamic and
reinforcing synergy. Currently, international and national forms of governance dominate
REDD+ governance. However, decision-making about local forest governance and
management must play a more central role in the governance of REDD+. In indigenous
territories, REDD should be driven by traditional ecological knowledge and scaled up as
necessary to national and international spheres.
In addition, according to Tauli-Corpuz and Lynge, “indigenous peoples through their
representatives should have a voice and vote”	
  on decisions that affect indigenous peoples or
their territories occurring within institutions such as WB-FPCF and UN-REDD. Therefore,
while all levels of governance have an important role to play in REDD+, in indigenous
contexts, basic tenets gleaned from the diverse body of traditional ecological knowledges
should be scaled up to shape broader rules in national and international arenas. In relation to
REDD+, indigenous peoples have largely demonstrated their ability to successfully manage
forest systems, and should be given the right to continue their unique forms of governance
without interference from non-local users.
There are additional elements that can be added to Ostrom’s design principles of common
property management in order to better align with an indigenous approach to REDD. These
include a rights-based approach, a biocultural approach, and a non-market approach.

Rights-based approach: A rights-based approach suggests that the UNDRIP should guide
all aspects of REDD+ and inform safeguard policies. Indigenous peoples have a right to
participate in REDD+ and/or carbon markets (if they so choose), but based on FPIC they also
have a right to be fully informed and to oppose participation all together. UN-REDD and
World Bank documents make reference to and have incorporated aspects of UNDRIP.
However, some worry that the weak language used in international REDD+ documents, as
well as the non-legally binding nature of UNDRIP may diminish the effectiveness of rightsbased policies in REDD+. Legally binding adherence to UNDRIP should be mandatory for
operationalizing and implementing REDD+ in indigenous communities. For indigenous
peoples, human rights are directly related to territory. Therefore, recognition of indigenous
rights to territory and the resolution of land tenure conflicts should be a prerequisite for
participation in REDD+.

Bio-cultural approach: Also critical to an indigenous REDD+ is an ecosystem-based, biocultural approach. This approach highlights the relationship between indigenous peoples and
their environments, and the wealth of traditional ecological knowledge they have acquired
over generations. It also reflects a dynamic and dialectical relationship between people and
the environment. For example, many indigenous peoples recognize that human-induced
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environmental damage ultimately results in harm to society. There is also a spiritual
connection many indigenous peoples have to the land, which guides their land use practices.
A bio-cultural approach is ecosystem-based rather than market-based. 336 Forests are
recognized for their social, cultural, economic and spiritual values that cannot be adequately
represented in monetary terms alone. The bio-cultural approach is consistent with the
indigenous concept of Buen Vivir, an alternative perspective for development that emphasizes
living in harmony with nature. To some extent, this perspective also aligns with the work of
Karl Polanyi, a Hungarian political economist and social theorist who argued that nature is a
fictitious commodity. That is, nature was not produced for sale, but rather has social and
cultural values that exist outside the preview of the market. Therefore, Polanyi concludes that
nature should neither be commodified nor subjected to free market mechanisms. As we have
witnessed worldwide in the opposition to REDD+, any attempt to manage nature according to
the dictates of a market invariably produces resistance, particularly among indigenous
peoples.

Non-market approach: A non-market approach to REDD+ recognizes the multiple values
of forests beyond the economic and beyond carbon. It questions the use of global carbon
markets as the main financial mechanism for protecting forest ecosystems. A non-market
approach also draws attention to the important social, cultural, ecological and spiritual values
of forests, and recognizes that the commodification of land and forests can lead to the loss of
IPs’	
  sovereignty, territory, and resource access.
Although the finance mechanisms for REDD+ have yet to be formally decided, the market
model appears to have significant traction in international and national arenas. Nearly all
mitigation strategies reflect an orientation to the market, as seen in the flexibility mechanisms
of the UNFCCC, the World Bank’s penchant for carbon markets in the FCPF, and the
standardization of MRV and rigorous carbon calculations consistent with requirements for a
future market.337 Alternatively, a non-market approach would not support carbon markets for
forest-based mitigation initiatives such as REDD+.
As discussed previously, there have been numerous critiques of a market-based approach to
climate change mitigation. The EU ETS and CDM have experienced wild volatility, which
significantly reduced carbon trading and therefore emission reductions. In addition, markets
disproportionately favor those with greater access and power in the market and often produce
an uneven distribution of benefits.338 Furthermore, markets for REDD+ would likely target
land uses with the lowest opportunity costs which, when based on financial calculations, is
invariably subsistence use. This last point raises questions regarding how REDD+ may affect
rural livelihoods, the ability of forest-dwellers to continue practicing subsistence agriculture,
and the future of local food security.
Various actors and indigenous peoples have expressed concern about markets for REDD+.
COICA warns that existing carbon markets are volatile, susceptible to speculation and market	
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“bubbles’, and are generally too risky to be relied upon as the principal mechanism for
facilitating mitigation. A 2007 proposal on the Forest Retention Incentives Schemes by the
Government of Tuvalu suggests that financing be based on voluntary state and corporate
contributions and international climate funds. The proposal makes clear that market
mechanisms are to be avoided, stating “quarantining the Scheme from carbon trading may
remove some of the incentives to fraud the system or to gain carbon credits where no real and
long-term climate benefits are achieved.”	
   In sum, an alternative indigenous approach to
REDD+ will require funding sources that are not linked to international carbon markets.
While both carbon markets and voluntary funds have been proposed as possible long term
finance mechanisms, permanent finance for REDD+ has yet to be decided. Existing forestbased carbon projects are largely financed through the voluntary market and to a lesser
degree, the CDM. REDD+ pilot projects are currently supported through several funds aimed
at preparing developing countries to implement REDD+ activities. The largest funds, which
include Norway’s International Climate and Forest Initiative, the Amazon Fund, and World
Bank funds are sourced from voluntary contributions from a small number of developed
nations and provide payments for demonstrated carbon reductions. However, these funds are
temporary and only support pilot projects until a more permanent fund or market for REDD+
can be established. Of these two finance mechanisms (fund and market), there has been
significant traction behind the market approach.
As discussed throughout this report, the prospects of a carbon market for REDD+ has been
highly controversial due to the failure of the market to produce real emission reductions, the
market’s tendency towards volatility, uncertainty around offsets, and more fundamental
concerns regarding the long-term implications of the commodification of nature. Although
billions of dollars have been pledged for REDD+ funding, as of 2012 only $486 million had
been disbursed.339 The long-term financial support for REDD activities is still in question.
In light of these concerns, we propose economy-wide carbon taxes in industrialized countries,
which could generate ongoing revenue for REDD+ activities. Carbon taxes have been met
with some political resistance based on arguments about cost burdens and impacts on the
economy. However, all emission reductions have a cost and somewhere along the commodity
chain someone will pay, whether the producer or the consumer in a carbon-intensive
economy. As fossil fuel emissions impose economic, environmental and health burdens on
society, based on the polluter pay’s principle the onus to bear the costs of mitigation is on the
polluter. 340 Taxes can offer an effective, low cost mechanism for climate abatement,
especially if tax revenues are returned to the economy.
Some argue that taxes provide a broader policy that is “more effective and less invasive than
the regulatory approach that the federal (U.S) government has pursued thus far.341 Carbon
taxes have gained traction with some governments, which have implemented carbon taxes on
a variety of fossil fuel emission sources. Jurisdictions with some form of carbon tax include
339
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Costa Rica, Ireland, UK, Switzerland, the Netherlands, Denmark, Norway, Sweden, Finland,
India, Quebec and British Columbia (Canada) (see Figure 3). These funds have been used for
renewable and cleaner energy, forest protection and conservation, and government revenue.
In some cases such as Ireland, funds have been returned to low-income families to offset the
financial burden of the carbon tax. In 2013, the Sanders-Boxer “Climate Protection Act” to
reduce U.S emissions through an economy-wide carbon tax was introduced in the Senate. By
targeting the country’s largest emitters and pricing carbon dioxide initially at $20 per ton with
gradual increases over 10 years to $33, the proposal aims to reduce emissions to 80% below
2005 levels by 2020. The bill estimates total revenue of $1.2 trillion over 10 years, and
proposes a fee and dividend342 mechanism in which a portion of the collected tax would be
returned to the public. In fact, 60% of the tax revenue would be returned through rebates to
consumers likely to be affected by higher prices. The rest would support energy efficiency,
renewable energy, and work training programs to transition labor toward a more sustainable
economy. While this would be a significant milestone on climate action in the U.S., as
currently written the Act would not provide support for REDD+ in the developing world.

Figure	
  3:	
  Map	
  of	
  countries,	
  states,	
  and	
  provinces	
  with	
  existing	
  or	
  proposed	
  carbon	
  markets	
  and/and	
  
carbon	
  taxes.	
  Jurisdictions	
  with	
  some	
  form	
  of	
  carbon	
  tax	
  include	
  Costa	
  Rica,	
  Ireland,	
  UK,	
  Switzerland,	
  the	
  
Netherlands,	
  Denmark,	
  Norway,	
  Sweden,	
  Finland,	
  India,	
  Quebec	
  and	
  British	
  Columbia	
  (Canada).	
  Source:	
  
Environmental	
  and	
  Energy	
  Study	
  Institute	
  (http://www.eesi.org/papers/view/fact-‐sheet-‐carbon-‐pricing-‐
around-‐the-‐world)
342

A Carbon Fee and Dividend approach involves a carbon fee or tax on carbon dioxide assessed at the fuel
source. The fee is collected at point of sale, and returned to citizens as a dividend to reduce the fee’s burden,
particularly to low income citizens. Carbon tax burdens can also be alleviated through reductions in personal
income taxes. Carbon taxes can facilitate the transition toward energy saving and low emission technologies.
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Recent action taken in the U.S. to address REDD+ through loans may provide negligible
benefits to indigenous peoples. USAID has recently partnered with Althelia Climate Fund,
which is a private sector fund for REDD+ and sustainable land use activities. USAID has
agreed to lend up to $133.8 million dollars to the fund, which will provide commercial loans
to businesses in developing countries practicing sustainable land use, agroforestry and/or
ecotourism. Speaking on behalf of USAID, John Kerry argued that entrepreneurs would
benefit from the income from their business and be eligible to earn carbon credits that can be
sold on the voluntary carbon market. This entrepreneurial model puts the costs of carbon
reductions onto developing country business actors, and is not likely to benefit indigenous
and forest-dependent peoples who rely on forests largely for subsistence needs, as activities
must generate income in order to ensure loan repayment. Alternatively, a carbon tax might be
more effective in generating the ongoing funding necessary for REDD+ activities that operate
outside of a business model (see Figure 4).

Figure	
  4:	
  Carbon	
  Tax	
  vs,	
  EUETS	
  Carbon	
  Price.	
  A	
  carbon	
  tax	
  exhibits	
  less	
  volatility	
  than	
  a	
  market	
  
and	
  could	
  generate	
  ongoing	
  support	
  for	
  renewable	
  energy	
  and	
  REDD+.	
  Source:	
  Dr.	
  Dieter	
  Helm,	
  
October	
  2012.	
  

According to Resources for the Future, results from a U.S. federal interagency assessment
suggest that a tax of $25/tCO2 on all carbon emissions would generate $125 billion annually
if applied to all carbon emissions in the U.S alone343. This would produce more than a trillion
dollars over 10 years. These funds could be used to subsidize renewable energy in the U.S
and abroad, reduce the burden on low-income families that are likely to be disproportionately
affected by the carbon tax (Fee and Dividend approach), and fund REDD+ activities in
343
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developing countries. Carbon taxes are also administratively simpler and more cost-effective
to implement compared to both regulation and cap and trade.344 In essence, carbon taxes offer
an	
  “eminently sensible”	
  solution to climate change.345
During a recent meeting with finance ministers, leaders from the IMF, World Bank and UN
expressed the importance of putting a price on carbon (including through a carbon tax) as a
key strategy to reducing greenhouse gas emissions. Managing director of the International
Monetary Fund, Christine Lagarde, said: “Carbon taxes and removing fossil fuel subsidies are
‘intelligent’ ways to reallocate resources to benefit the environment.”346 Carbon taxes may be
the ideal financial mechanism to support the UN Green Climate Fund for mitigation and
adaptation in the developing world.
Following this logic and the work of many scholars,347 we suggest an economy-wide carbon
tax in industrialized countries, the funds of which could provide support for the UN Green
Climate Fund. A portion of this fund, perhaps equivalent to the percentage of emissions from
deforestation and degradation, could go toward REDD+ activities. The Ad hoc Working
Group for Long-Term Cooperative Action (AWG-LCA) under the UNFCCC in 2009
proposed establishing a REDD+ window within the Green Climate Fund to support and
finance all phases of REDD+; this approach is advocated by numerous environmental groups
such as Greenpeace.
This fund-based paradigm requires a new approach to REDD+. Outside of a market
mechanism, REDD is no longer offset-based involving the issuing of carbon credits. This
effectively releases REDD+ from the trap of endless resources going toward rigorous systems
of MRV, the challenges and potential political influence involved in setting baselines for
REDD, and problems associated with additionality and international leakage (emissions
reduced in one country being released in another). This version of REDD is distinct from
existing “compensated reduction” approaches where payments are activity or performance
based, and tied to rigorously measured carbon reductions. Instead, a REDD fund could
support an extended version of Compensated Successful Efforts (CSE)348, which would fund
not only the implementation of domestic policies (at various jurisdictional scales) that reduce
deforestation but also efforts that reduce forest degradation, and promote sustainable forest
management and conservation as exhibited within many indigenous communities. These
policies might include agriculture interventions in beef and soy supply chains as well as the
expansion of protected areas and indigenous territories, which reduced deforestation
significantly in the Brazilian Amazon 349 . Demonstration of successful efforts (policies,
programs, land-use practices) qualifies actors for new rounds of funding. Unlike the
344
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“compensated reductions” approach, this extended version of CSE (we might call CSE+
includes policies for reducing forest degradation and advancing indigenous territorial rights,
common property management, and conservation), targets economic drivers of deforestation
such as agricultural expansion as well as rewards indigenous peoples for their long history
and continued practices of forest stewardship.
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Conclusion

This report has drawn on academic literature and reports from NGOs and indigenous
organizations to understand the critical issues pertaining to indigenous peoples with regards
to REDD+, and proposes an alternative vision for climate change mitigation in forests. What
has been clear from the research and review of this literature is that indigenous peoples have
been among the most successful stewards of forest ecosystems. While this report recognizes
that IPs are a unique and diverse group, they generally manage resources based on their
particular cosmovisions and systems of traditional ecological knowledge, which represent a
more holistic and integrated view of human-environment interactions than conventional
resource management. Nature is valued for its multiple attributes, not solely the economic.
This bio-cultural approach is critical for establishing a sustainable REDD program that avoids
producing perverse outcomes for forest communities and ecosystems. A bio-cultural
approach is ecosystem-based as opposed to market-based and therefore supports a nonmarket approach to reducing emissions from deforestation and forest degradation.
The rights and meaningful participation of IPs are paramount for the design and
implementation of an alternative REDD program. To date, IPs have not been centrally
involved in REDD+ negotiations, however, many indigenous groups are working to change
this. In addition to the approaches discussed in the previous section (collective action, rights-
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based, biocultural, and non-market approaches), an alternative REDD+ must include the
meaningful participation of IPs and fully respect their rights under UNDRIP. Drawing in part
on the work of De la Fuentes and Hajjar, we recommend the following specific policies be
used to guide an alternative REDD+ approach that is attentive to the rights of indigenous
peoples. This list is not exhaustive, but nonetheless describes critical elements for an
indigenous REDD. An alternative REDD must:
1) Strictly follow principles articulated in UNDRIP.
2) Involve the central and meaningful participation of IPs in
REDD+ negotiations and program/project implementation.
3) Clarify, establish, and extend land tenure and territorial rights
for indigenous peoples.
4) Target main drivers of deforestation and degradation, which
have been largely associated with commercial land uses in
agriculture (e.g. soy and cattle) and timber extraction,
particularly in Latin America.
5) Reward IPs for stewardship and history of sustainable forest
management.
6) Require FPIC and ensure that IPs have the right to accept or
refuse participation in REDD+.
7) Establish equitable and transparent benefits sharing.
8) Monitor and evaluate social and ecological impacts of REDD+.
9) Use a bio-cultural approach that emphasizes the social,
cultural, ecological and sacred values of forests.
10) Finance REDD+ through a carbon tax that supports a global
fund for successful mitigation efforts and policies in forests.
It is clear that both the diversity of forest peoples and the variety of REDD+ project designs
mean that REDD+ must be considered on a case-by-case basis. History justifies IPs’ cautious
stance towards REDD+. Just as there is potential for REDD+ to produce important
recognition of indigenous rights and territory, and may generate compensation for forest
stewardship practices, there is also the potential for REDD+ to generate unequal outcomes,
tensions over property rights, inequitable distribution of benefits, and/or negative livelihood
impacts affecting indigenous peoples. If additionality is a strict requirement of REDD+
programs, many indigenous peoples will be ineligible for REDD+ due to their long history as
forest stewards. In short, issues of additionality, tenure, benefit-sharing, and finance ‒
particularly the role of market mechanisms ‒ must be clarified prior to the implementation of
REDD+ in indigenous territories.
With regards to finance, this report clearly calls into question the use of market mechanisms
for delivering important conservation and community development co-benefits. The gravity
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of climate change and its deep interconnection with capitalism (Klein 2014350) demands
radical shifts in our current market-oriented approaches. In the short term, we propose a
carbon tax that would support a fund for successful policies and efforts that reduce and avoid
forest-based emissions. In the long term, we ultimately need to work toward imagining a
different future, one based on a new paradigm, which foregrounds ideas of collective action,
indigenous rights and bioculturalism, and prioritizes the needs of communities over the
requirements of the market. An indigenous, bio-cultural approach does just that, and must be
incorporated into the design of any just and effective climate change mitigation strategy for
forests.

350

Klein 2014
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Precedent-Setting Insurance for
REDD Project in Cambodia Raises Concerns
“US Agency protects the investor, but will it protect the forest?”
Introduction:
This paper discusses the world’s first-ever political risk insurance policy for a forest carbon
offset project, provided by the U.S. Government’s development finance agency, the Overseas
Private Investment Corporation (OPIC). This project aims to protect 64,318 hectares of forests
in Oddar Meanchey Province, in Northwest Cambodia. The paper presents the concept of
OPIC's political risk insurance and describes the agency’s past and current developmental and
environmental financing practices. It discusses how key aspects of a carbon offset scheme being
advanced by international institutions to reduce emissions from deforestation—called Reduced
Emissions from Deforestation and Forest Degradation (REDD)—work or do not work, according
to proponents and critics. The paper elaborates how OPIC's political risk insurance for this REDD
offset project is provided contrary to the customary use of this insurance—to protect against
wrongful foreign (host) government action—and instead protects foreign investors against the
potential for Cambodia to rightfully fulfill international climate change commitments. The paper
argues that this, when combined with inherent weaknesses in the REDD model, may lead to
perverse results in which the project’s stated beneficiaries may not benefit–and some may
even become entities that trigger the political risk insurance. The paper concludes that as a
result, OPIC’s precedent-setting political risk insurance for this REDD project may not ensure
the environmental and community benefits predicted, nor the positive development impacts
that OPIC is required to deliver.
Background:
In the deep woods of Oddar Meanchey Province in Northwest Cambodia, Terra Global Capital (a
private investment firm) has teamed up with Cambodia’s Forestry Administration and Pact
Cambodia (an international non-profit development organization) to conduct Cambodia’s first
ever REDD project. The forest carbon offset project aims to generate benefits for project
developers, local villagers and the environment. The plan is to generate a 30-year revenue flow
that will be used to pay for conserving 64,318 hectares of forests by selling forest carbon credits
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in an international carbon market under the still-evolving REDD scheme (described below). The
credits are generated by the investment firm’s guarantee that the carbon that was at risk of
being released through deforestation remains stored in the trees for the duration of the
project. Project sponsors believe that if the project is successful, 58 villages can chart a course
away from deforestation caused by mining projects, agro industrial crop plantations, military
settlements (in response to border disputes), illegal logging and other conflicts that afflict local
communities. Oddar Meanchey suffers from one of the highest rates of deforestation of any
province in the country and addressing the drivers of deforestation is crucial for environmnetal
sustainability as well as local livelihood security.
A large body of research shows that the support of national and provincial governments and full
participation of local communities in project planning and implementation are crucial to the
success of forest conservation efforts and sustainable forestry initiatives. Yet, in the case of the
Oddar Meanchey REDD project, decisions made thousands of miles away in the board rooms of
Washington DC may determine whether benefits will go to local communities or solely to
project investors.
In November 2011, a U.S. Government agency, the Overseas Private Investment Corporation
(OPIC), provided US$900,000 in political risk insurance for Terra Global Capital, the private
investor in the project.1 OPIC’s support for Terra Global Capital is the world’s first political risk
insurance coverage for a REDD project. In a subsequent deal, OPIC provided $40 million in
financing for Terra Bella, a private equity firm associated with Terra Global Capital, which seeks
$100 million in capitalization for similar projects in Africa, Latin America and Southeast Asia.2
What is REDD, who is OPIC, what is political risk insurance, and how does all this relate to
Oddar Meanchey’s forests?
Reduced Emissions from Deforestation and Forest Degradation (REDD):
REDD generally refers to a concept advanced at the 2007 Bali Climate Conference of the Parties
of the United Nations Framework Convention on Climate Change (UNFCCC) that would reduce
greenhouse gas (GHG) emissions by paying developing countries to stop cutting down forests.
Since then, governments have been negotiating the rules and details for a global compliance
framework for REDD. While the UN negotiations are ongoing, a number of pilot projects are
being developed by a variety of actors, all termed ‘REDD’ projects, although they often differ
significantly in detail. The common thread of these REDD projects is that they seek to create
financial incentives to keep forests standing, claiming that such financial incentives will ensure
that deforestation is avoided, thus reducing GHG emissions. Under REDD projects, the
successful completion of predetermined activities designed to curb deforestation and forest
1

Press Release: OPIC Signs First Insurance Contract for REDD Carbon Reduction Project, November 9, 2011,
available at http://www.opic.gov/news/press-releases/2009/pr110911b
2
OPIC Press Release: In Historic Commitment to Impact Investing, OPIC Board Approves $285 Million for Six Funds
Catalyzing $875 million in Investments, October 27, 2011, available at http://www.opic.gov/news/pressreleases/2009/pr102711
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degradation – actions that project proponents argue would not have happened in the absence
of the REDD project - can result in avoided carbon emissions and therefore can be rewarded
with carbon credits (often referred to as “offsets”) that can be sold on carbon markets.
REDD proponents claim that, in addition to cutting and averting GHG emissions, these activities
generate co-benefits such as the development of community forestry programs, including
sustainable forestry systems (e.g., silviculture, forestry patrols, and fire training), tenure
security, biodiversity conservation, watershed protection, local jobs and training programs, and
poverty alleviation. But critics of REDD projects point out that these schemes often violate the
rights of indigenous peoples and other local communities to land and forests, and lead to
displacement and conflicts over natural resources. Also, these projects can define “forests” to
include monoculture plantations that generate very few if any biodiversity benefits. Moreover,
critics say that methodological flaws produce inadequate and inconsistent measurements of
carbon fluxes that naturally vary in forests over time, resulting in dubious claims of reduced or
avoided CO2 emissions from REDD projects.
Meanwhile, REDD projects that are dependent on revenue flows from carbon markets are
exposed to the vagaries of these markets, which have experienced fraud, instability and large
price volatility since their inception.3 The weakness and instability of existing carbon markets
creates knock-on effects that could devastate forest conservation efforts that rely on carbon
offsets.
Terra Global Capital:
Terra Global Capital is a private investor whose goal “is to facilitate the market for land use
carbon and other environmental credits…by providing technical expertise for the measurement
and monetization of land use carbon credits and carbon finance through a dedicated
investment fund..…”4 Terra Global Capital seeks to raise funds to conserve forests through the
sale of carbon credits generated by REDD projects, currently through voluntary carbon markets,
and later through compliance carbon markets (see box below on voluntary and compliance
carbon markets).
OPIC and Development:
OPIC is a development finance agency, which the U.S. Government spun off from the Agency
for International Development, the federal government’s principal aid agency, in 1972. OPIC’s
development mission is mandated in the U.S. Foreign Assistance Act, and requires the agency
to support projects based in part on demonstrable development achievements.

3 Conning the

Climate. Inside the Carbon Market Shell Game. Mark Schapiro 2010.
http://www.harpers.org/archive/2010/02/0082826 ; Overview of fraud in the EU ETS carbon market: Protecting
the Market. Carbon Finance 19 October 2011. http://www.carbon-financeonline.com/index.cfm?section=
features&action=view&id=14007&linkref=cnews
4 About Us, Terra Global Capital, http://www.terraglobalcapital.com/About.htm
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OPIC provides financing and insurance for U.S. investors involved in projects in developing
countries in the belief that private U.S. investors, with government-backed financing and
insurance, can advance development as much—or more—than traditional aid such as grants
and concessional loans.
Historically, OPIC support has consisted mainly of direct financing and insurance to private
investors of projects in the developing world, but since 1987 the agency has supported a
growing number of private equity investment funds, many of which serve as financial
intermediaries that in turn finance projects in the developing world. OPIC has now committed
at least $3.6 billion to more than 50 private equity funds.5 Proponents of private equity fund
involvement in development claim that these firms provide vital capital to projects and
investments that are often too small or otherwise challenged to raise investment through other
means. Critics say, inter alia, that private equity funds often demand too high a profit to be
suitable for development projects and often seek to liquidate investments in a few years, to the
detriment of long-term sustainable development.
In its 40 year history, OPIC has financed projects that have helped advance sustainable
development. However, OPIC has also been involved in wholly unsustainable schemes to enrich
investors at the expense of local people and the environment. In particular, OPIC support of oil
and gas export pipelines has been accompanied by human rights abuses, fostered corruption,
and exacerbated regional conflicts. For example, OPIC financed the 1,768 kilometer BakuT’blisi-Ceyhan oil export pipeline, which dissects Azerbaijan, Georgia and Turkey, and
contributed to tensions surrounding the 2008 war between Russia and Georgia,6 during which
Russia bombed the pipeline route.7
More recently, OPIC has been ordered by Congress and the courts to reduce the agency’s
financing for fossil fuel projects and increase renewable energy financing. As a consequence of
this and new agency leadership, OPIC is shifting its energy portfolio and pursuing a rapidly
growing number of renewable energy projects, including 51 solar, 1 wind, and 1 geothermal
energy project in 2011. OPIC now aggregates these more traditionally defined renewable
energy projects into a larger category of projects that the agency calls “renewable resources,”
which includes REDD and other agricultural projects. OPIC’s “renewable resources”
commitments grew from $10 million in FY2008 to $1.1 billion in FY2011.8
5 Overview, Investment Funds, OPIC, available at http://www.opic.gov/investment-funds
6 See, inter alia, Russia’s Georgia Invasion May Be About Oil,

Rachel Martin, ABC News, August 16, 2008, available
at http://abcnews.go.com/Business/story?id=5595811&page=1
7 Russia Targets Key Oil Pipeline with over 50 missiles, 10 August, 2008, The Telegraph,
http://www.telegraph.co.uk/news/worldnews/europe/georgia/2534767/Georgia-Russia-targets-key-oil-pipelinewith-over-50-missiles.html; Russian Georgian Clashes, Kurdish Bombing, Exposes BTC Pipeline Weaknesses, 8
November, 2008, HIS Global Insight, Country & Industry Forecasting, http://www.ihs.com/products/globalinsight/industry-economic-report.aspx?id=106596498
8 $1.1 Billion in OPIC Commitment Caps Historic Year for Renewable Resources, OPIC press release, December 2,
2011, available at http://www.opic.gov/news/press-releases/2009/pr120211
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The U.S. Government now counts OPIC-financed and insured “renewable resources” projects
towards US international “climate finance” commitments, which in 2011 represented one third
of the total U.S. climate finance.9
The term “climate finance” generally refers to commitments from developed countries to
provide funding to help developing countries respond to climate change. However, in the case
of OPIC “renewable resources” support, financing and insurance is not usually directed to
developing country governments, rather they are directed to OPIC’s private sector clients,
which typically include U.S. investors in projects in the developing world. In so doing, the U.S.
retreats from climate finance commitments to developing countries via aid and aid-equivalent
support, and instead pursues a climate and development path that is increasingly defined by,
and for the benefit of private interests. What’s more, political risk insurance involves no U.S.
Government financial payout at all, unless an insurance claim is paid by OPIC to the U.S.
investor.
OPIC Political Risk Insurance for REDD:
OPIC political risk insurance protects US investors against risks to their investment from
wrongful events and actions that may occur in developing countries, including war, civil strife,
coups, terrorism and other politically-motivated violence, as well as improper host government
interference such as expropriation, abrogation, repudiation and/or impairment of contracts,
and restrictions on the conversion and transfer of local-currency earnings.
OPIC argues that its political risk support for Terra Global Capital’s REDD project is good for
development, and is a model that should be replicated elsewhere.10 According to the agency’s
President, Elizabeth Littlefield,
“This project represents a milestone in the development of the forest carbon sector. Tens
of thousands of hectares of forest will be preserved while creating new opportunities –
such as training in forest management, the establishment of microfinance organizations,
as well as the creation of 355 new jobs – that will support both local communities and
the environment at the same time.” 11
According to an OPIC press release,
Revenues from the sale of the carbon credits will be used to fund activities that reduce
deforestation, including community forestry patrols and fire control, community-based
water resource development projects, strengthening and clarifying land-tenure,
sustainable farming systems, agricultural intensification and fuel efficient stoves.

9 Ibid #8
10 Ibid
11

#1
Ibid #1.
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As a result, rural communities in Cambodia will gain legal tenure over local forests and
generate a 30-year income stream that will significantly enhance household livelihoods
and natural resource management capacity. The project will also preserve and increase
carbon stocks in the area, enhance hydrology in the upland watersheds of the Tonle Sap
Basin, as well as conserve endangered biodiversity.12
Many of the political risks that OPIC insurance protects against are certainly present in
Cambodia. Yet, Terra Global Capital is particularly concerned about potential regulatory action
or turnover by the government that could harm its investment, including “nesting regulations”
(described below). According to Leslie Durschinger, Founder and Managing Director of Terra
Global Capital,
“Given the long-term nature of our investment, we believe it is prudent to reduce our
exposure to future changes in national and local governments and laws by executing this
insurance policy.”13
According to OPIC,
“One particular concern among investors in REDD projects is the possibility that
additional regulations, known as ‘nesting regulations,’ will be imposed in the future,
thus changing the way that REDD targets are measured and preventing existing
projects from earning carbon credits.”14
OPIC is using political risk insurance, which is supposed to protect against wrongful political
actions, to protect REDD investors against the rightful and necessary actions of host
governments. OPIC’s worry, that nesting regulations “will be imposed…changing the way that
REDD targets are measured and preventing existing projects from earning carbon credits,”
indicates that the agency’s political risk insurance protects Terra Global Capital against
Cambodia doing just that. Cambodia’s nesting regulations may not align with the government’s
current agreement with Terra Global Capital, potentially rendering that agreement invalid.
Terra Global Capital and OPIC may consider invalidation of that agreement to be harmful to
their interests. Yet, under the UNFCCC, countries have the right to negotiate levels of GHG
emissions and to set regulations to achieve these levels within their borders. What’s more,
countries and provinces may eventually be required to regulate REDD projects in order to
participate in compliance carbon markets and to otherwise be in line with agreements reached
at international climate negotiations. Hence, OPIC’s use of political risk insurance to protect
against the rightful application of nesting regulations turns the concept of political risk
insurance on its head, and suggests, inexplicably, that the U.S. Government is providing
insurance against other countries fulfilling their future international obligations.

12

Ibid #1
Ibid #1
14
Terra Global: Protecting Cambodian Forests, OPIC website, available at http://www.opic.gov/terraglobal
13
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Nesting Regulations Explained
REDD project sponsors and potential investors fear that new rules, called “nesting regulations,” will
negatively affect the value and viability of their investment as a shift occurs between voluntary and
compliance carbon markets. “Nesting regulations” refers to a concept still under development at the
UNFCCC, in which developing countries and provinces that wish to participate in compliance carbon
markets will need to “nest” (in other words imbed) project-level REDD carbon emissions reduction
frameworks within the provincial or national REDD regulatory framework.
Compliance carbon markets (aka regulated markets) are created by governments under mandatory
schemes in which greenhouse gas emissions are capped and traded, including through the purchase
of carbon offset credits. An example of a compliance market is the European Union Emissions Trading
Scheme, the first and biggest international regulated emissions trading scheme, involving 30
countries. In contrast, voluntary carbon markets are schemes in which companies, governments, nongovernmental organizations, individuals and other entities attempt to offset their carbon footprint
through the purchase of carbon credits voluntarily, that is, outside of mandated carbon emission
reduction regulations. Since voluntary carbon markets are unregulated, they are often criticized as
lacking consistency and integrity.1
REDD projects currently sell carbon credits only to voluntary carbon markets. However, voluntary
carbon markets are a tiny fraction of the size of compliance carbon markets. In 2011, the market
share of REDD voluntary credits was $124 million, a mere 0.01% percent by value of the total global
carbon market. The assumption is that, if REDD is to scale up significantly, it will need to sell carbon
credits to the much larger compliance markets.1
But scaling up REDD through revenues from compliance carbon markets is not so easy to achieve. The
world’s main carbon market, the European Union Emissions Trading Scheme (EU ETS), is performing
terribly, stalling amidst crashing prices and fraud scandals, and excludes REDD offset credits until at
least 2020. The nascent California carbon trading scheme has not yet established rules regulating
REDD.1
Discussions continue at the UNFCCC that may result in requirements for countries seeking to
participate in REDD schemes to establish regulations governing REDD activities at the national or
provincial level. Such regulations would potentially include the setting of national or provincial
emissions reductions targets, accounting and monitoring systems, and other rules for REDD projects
operating in those territories.
Nesting project-level requirements into provincial or national REDD frameworks could require that a
REDD project sponsor changes the way they conduct their projects (e.g., require different accounting
& monitoring systems) and even determine how ownership of credits and revenue sharing from
credits is determined. This has potentially large financial implications for REDD project investors who
are making investments ahead of these negotiations and are assuming a potentially different set of
conditions governing their investments.
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What’s more, OPIC states that it and other branches of the U.S. Government intervene to
pressure host governments to prevent or remedy what the agency views as actions triggering
the political risk insurance policy.15 OPIC’s political risk insurance for Terra Global could
therefore result in the U.S. Government pressuring Cambodia to drop or weaken nesting and
other regulations that the country has the right to establish to meet international climate
change regulatory obligations and to access compliance carbon markets.
Who’s Protecting Whom, and from Whom?
OPIC’s political risk insurance for Terra Global Capital is based in part on claims that:
[The] project will have a positive developmental impact on the host country, as the development
of carbon assets by Terra Global Capital, LLC with the local implementing partners --the Forestry
Administration and Pact --will facilitate the protection of forests located in the northern part of
Cambodia. These forests will be preserved by local communities, who will be provided
employment opportunities and will share in the net income from the international sale of the
carbon credits the project will generate.16

This implies that the implementing partners, including the Cambodian Forestry Administration,
Pact (an international implementing NGO), and local communities are beneficiaries of OPIC’s
development finance support. Yet, OPIC’s political risk insurance policy is with Terra Global
Capital.. If events or actions occur that trigger the political risk insurance policy, any payout by
OPIC will presumably go to Terra Global Capital. Based on available information, it is not
apparent that Terra Global Capital is obliged to pass on any of the political risk insurance payout
to the implementing partners or local villagers and hence, there is no assurance that OPIC’s
development mandate would be met through any insurance payout. Implementing partners
and villagers may benefit, therefore, only if the project succeeds.
Where are the Revenues?
To succeed, Terra Global Capital’s scheme (like all current REDD initiatives) relies on generating
revenues from carbon markets.
According to Terra Global Capital,
“the project is developing a mechanism for the allocation of income from the sale of
carbon credits, after project costs and management costs for the project are covered,
that will be acceptable to participating communities, the Forestry Administration, the
provincial government, the implementing organization, and the buyer. The goal of

15 Claims &
16

Arbitral Awards, OPIC, http://www.opic.gov/insurance/claims-arbitral-awards
Information Summary for the Public for Terra Global Capital Political Risk Insurance, OPIC
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allocation will be to direct income from carbon credits to benefit participating
communities, restore the health of forests and develop new REDD projects.”17
Yet, separately, Terra Global Capital projects a 25 – 30% return to its investors.18 Since voluntary
carbon markets are tiny and compliance carbon markets are in shambles, how can Terra Global
Capital generate revenue flows sufficient to deliver such generous returns to investors, while
still providing adequate revenues to fulfill income allocation agreements and to otherwise
support project implementers and beneficiaries? This suggests that if a potential struggle
ensues between investors and project beneficiaries over revenue sharing, and a scenario arises
in which there are insufficient financial incentives to keep trees standing, the REDD project
could be rendered non-viable. Thus the promised benefits from the project would not
materialize, more sections of the forests could be cleared for mining, agro-industrial plantations
and other environmentally destructive projects, and OPIC will not have achieved its
development mandate.
It is also conceivable that, in the absence of adequate revenues and benefits, provincial or
national government authorities may take other land use decisions, leading to a perverse result
in which one of the project “beneficiaries” ends up being the entity that triggers the political
risk insurance and become a target of U.S. government pressure in an attempt to avoid an
insurance payout.
Insufficient Due Diligence:
Concerned organizations, including Pacific Environment, FERN and Focus on the Global South
challenge the adequacy of OPIC’s environmental and social due diligence on the Terra Global
Capital REDD project. According to OPIC policy, Category A projects are those that are likely to
have significant adverse environmental and/or social impacts that are irreversible, sensitive,
diverse, or unprecedented, and that employ inadequate mitigation measures. Given the
precedent-setting nature of the Cambodia REDD project, including country risks high enough to
warrant political risk insurance, an uncertain revenue flow to local partners, and the potential
for environmental and social damage if the project fails, Category A designation is wholly
appropriate. Despite this, OPIC classifies the Oddar Meanchey REDD project as Category B, or
likely to have limited adverse environmental and/or social impacts that are generally sitespecific, largely reversible, and readily addressed through mitigation measures.19 Category B
projects require far less due diligence, transparency and public participation than Category A

17

Project Design Document for Validation under Climate, Community and Biodiversity Standard (second edition),
11 July, 2011, Terra Global Capital,
https://s3.amazonaws.com/CCBA/Projects/Reducing_Emissions_from_Degradation_and_Deforestation_in_Comm
unity_Forests-Oddar_Meanchey%2C_Cambodia/Oddar_Meanchey_CCB_PD_for_Validation_v1.pdf
18 Fact Sheet, Terra Bella Fund: Forest and Land Use Carbon; Impact Asset Class with Early-Stage Investment
Return Opportunities.
19 OPIC Environmental and Social Policy Statement, available at
http://www.opic.gov/sites/default/files/consolidated_esps.pdf
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projects, begging the question of whether OPIC adequately assessed the risks—to itself, to the
environment and to Cambodian villages—posed by the Oddar Meanchey REDD project.
Additionally, OPIC is required to generate a Development Impact Profile in order to
demonstrate developmental impacts for each project it supports. OPIC has declined to disclose
the Development Impact Profile for the Oddar Meanchey project, throwing into doubt the
agency’s willingness to disclose the full positive and negative development impacts of its
support.
Conclusion:
Legal and Congressional pressure, combined with new agency leadership, have pushed OPIC to
shift its portfolio away from large fossil fuel projects and towards so-called renewable
resources projects, including REDD. OPIC’s support for the Oddar Meanchey REDD project in
Cambodia sets a global precedent—including the first ever political risk insurance policy for a
REDD project. OPIC and the project developers claim that the Oddar Meanchey REDD project
will have significant climate, and local environmental and development benefits. But the
viability of REDD projects rests largely on carbon markets, which are not reliable, thereby
creating the risk that OPIC-supported REDD projects will fail to provide the revenue stream
needed to deliver the promised benefits to implementing partners and local communities, and
the high returns to investors.
Perversely, OPIC’s political risk insurance may protect against actions that the Cambodian
Government may take to defend its own interests in the event that the project fails to deliver
promised benefits. Moreover, OPIC’s political risk insurance is designed to protect project
investors, and not necessarily local communities, in the event that the covered political risks
manifest themselves. In fact, local communities residing around the forests—whose forest
protection efforts have made the REDD project possible—seem to be the last in line for
receiving project benefits, making decisions about the project, and protection against market
and political risks. And inexplicably, OPIC’s political risk insurance for the Oddar Meanchey
project protects against the risk that the host government rightfully acts on its international
climate change responsibilities. Meanwhile, OPIC support for REDD and other renewable
resources projects is counted toward the U.S. Government’s climate finance commitments to
developing countries, even though this support is provided to private parties rather than to
governments. Given these potentially intractable problems, OPIC’s support for the Oddar
Meanchey REDD project does not set the kind of positive global precedent that the agency
claims.
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1. Summary

The N’hambita Forest Carbon Offset Pilot Project, run by the company Envirotrade, and
initially funded by European Commission (EC) money1, has failed to deliver most of its
climate change, development, financial and learning objectives.
Envirotrade suggest that emissions have been offset against supposed carbon stores
in Mozambique, which they cannot calculate because of the problems inherent in
baselines and the impossibility of verifying claimed savings.
The EU should urgently reconsider its position on forest carbon offset projects such as
these, and divert any resources planned for offset projects to making real reductions in
carbon emissions at source within member states.

1

The EC grant was made to the University of Edinburgh School of Geosciences, with Envirotrade participating as the local project implementer.
Project management was initially performed by another associated participant in the grant, and was passed to Envirotrade some months after
the launch of the project.
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2. Background and history

Why the project is of interest
In Sofala province in the central region of Mozambique
there is a group of initiatives collectively known as the
N’hambita Pilot Project2 which have been promoted
as a flagship initiative for the protection of forests
and reduction of greenhouse gas (GHG) emissions.
The United Nations (UN) cites it as a model example,3
and respected actors give it public endorsement.
High-profile events and well-known retailers have
purchased credits which claim to offset their carbon
footprint through the scheme. Environmental organisations such as the Rainforest Alliance and Plan Vivo4
have certified it. The Climate, Community and Biodiversity Alliance (CCBA) say it meets their Gold Level
standard for project design. The EC have funded it to
the tune of EUR 1,587,000.
But does the N’hambita project live up to its reputation?
Whether this particular project is deemed to be a success
or failure is of great importance: not merely because of the
public money the EC poured into the project, or because of
the immediate impact on the people and forests of Sofala
province, but because it will have a long-lasting influence
on future EU policy on carbon offsetting and environmental protection. Conclusions about the efficacy of the
N’hambita Pilot Project will inform not only decisions
about how such projects are designed and managed in
future, but even if such projects should exist at all.

2

3

4

This briefing uses the term ‘N’hambita Pilot Project’ throughout for the project
that elsewhere is also referred to as ‘Sofala Community Carbon Project’; ‘Miombo
community land use and carbon management project’; ‘N’hambita Pilot Project’; and
‘N’hambita Community Carbon Project’
Sofala Community Carbon Project. Project Design Document. According to CCB and
Plan Vivo Standards. April 2010. https://s3.amazonaws.com/CCBA/Projects/Sofala_
Community_Carbon_Project/2010-18-04-PDD-CCBA-Sofala-post+audit_FINAL.PDF ;
http://www.uncsd2012.org/index.php?page=view&nr=32&type=99&menu=20
Plan Vivo is a voluntary carbon offset project developer. For more information, see
www.planvivo.org/

Carbon Discredited — The offset project that couldn’t count its own trees

In the context of looming catastrophic climate change,
these are not points of merely academic or fiscal interest.
Mistakes in EU climate change policy will have disastrous consequences for us all. It would seem imperative,
therefore, that pilot projects such as N’hambita should:
• be designed and implemented with great care and
thoroughness;
• provide detailed, complete, transparent, objective
and trustworthy information about their
implementation and outcomes;
• demonstrate they have met their environmental and
development objectives before they are replicated
elsewhere.
FERN’s analysis of the project documentation and the
information gathered from a field visit in 2012, is that the
N’hambita Pilot Project fails to meet these standards. This
paper explains why.

Forest carbon offsetting
Carbon offsetting is a mechanism by which carbon
emissions in the developed world can be balanced
against claimed emission reductions in the developing
world. Credits are awarded to those who claim to ‘save’ or
‘reduce’ carbon, which can then be sold at market rates
to emitters. It is contentious, and much criticised5 but is a
key part of the global carbon trading system. It is typically
used by organisations seeking to meet their legal carbon
emission targets, or companies and individuals wishing to
voluntarily exercise social responsibility.
Carbon offsetting is seen as a potential source of income
for communities in the developing world, and so often
operates within a development framework, such as the

5

See FERN, Trading Carbon, 2010. http://www.fern.org/tradingcarbon
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mental, development, and forest-protection organisations, and even commodity traders — who claimed that
the concept was unworkable,9 and ultimately dangerous
for forests, communities, the environment and the global
economy.
It is in this context that an honest and transparent
appraisal of pilot forest carbon offsetting projects such as
N’hambita becomes so important.

Local context: Mozambique

The N’hambita Pilot Project’s promotion as a flagship
initiative for the protection of forests and reduction of
greenhouse gas emissions does not stand up to scrutiny.

UN’s Clean Development Mechanism (CDM).6 Projects
are expected to deliver tangible carbon reductions, and
sustainable improvements in the quality of life for the
communities involved. Again, such claims are often
contested.7
Forest carbon offsetting — in which developers create
credits by claiming to protect standing forests, or planting
trees — is particularly problematic8 and as such was
excluded from the EU’s Emissions Trading Scheme (EU
ETS). Nonetheless, in 2008, the UN’s Reducing Emissions
from Deforestation and Degradation (REDD) initiative began the process of bringing forest protection
programmes into the carbon trading paradigm, in the
face of widespread protests from all quarters — environ-

6
7
8

See http://unfccc.int/kyoto_protocol/mechanisms/clean_development_mechanism/
items/2718.php
See FERN, Trading Carbon, 2010
For more information http://www.fern.org/storyofREDD.
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Mozambique is a country experiencing rapid and drastic
changes as a result of an influx of aid and international
investments that are transforming the landscape. The
long-term consequences of the protracted civil war from
1977 to 1992 still affect the country today. Displacement
of a large portion of the country’s population has been
followed by internal migration precipitated by large-scale
development projects such as a major dam, mining and
large-scale plantations. Traditional agricultural land-use
systems were appropriate for regions with much lower
and more dispersed populations. Farmers would clear
new land when crop productivity fell, and harvest food,
medicine, firewood and building material from forests.
This method of agriculture is seen as incompatible with
Mozambique’s new reality of decimated forests, increased
logging, mining and infrastructure development and
rising population densities in areas not consumed by
large-scale industrial developments.
The reality in N’hambita mirrors the movement and transformation of the country as a whole. Local populations
fled the area during the civil war, only returning in the
early-to-mid 1990s. The population has grown tremendously, as returnees and new migrants relocate to the
area. The community, and its collectively-owned forest
of around 8,000 hectares (ha), lie adjacent to a national
park, an area protected from logging and hunting by park
law enforcement. The impact of global, regional and local
factors can be seen in satellite images of vegetation cover
in the area over the period.

9

For a market perspective on why forest carbon markets will never achieve reduced
deforestation see: http://www.mundenproject.com/forestcarbonreport2.pdf
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History of the project

•

Project scope and structure
The N’hambita Pilot Project was funded by the EC from
August 2003 to July 2008, receiving EUR 1,587,000 from
the EC’s Environment in Developing Countries budget.10 A
UK-based company, Envirotrade, led the project, in partnership with the University of Edinburgh and another
Edinburgh-based consulting firm, the Edinburgh Centre
for Carbon Management (ECCM), and the World Agroforestry Centre (ICRAF). The project is managed in-country
by a local subsidiary, Envirotrade Mozambique Limitada
(EML).11
The project makes cash payments to local farmers in small
communities in central Mozambique, with these objectives:
• Conservation of a collectively owned forest;
• New plantations in agroforestry schemes on small
individual farms;
• Build sustainable livelihoods;
• Development of small-scale local enterprises within
the communities;
• Demonstrate the effectiveness of forest carbon
trading schemes;
• Learning outcomes: how to design, implement,
measure and monitor such projects.

Project activities
The carbon-credit generating activities can be loosely
grouped into two categories: Agroforestry, the planting
and continued care of new forest; and Avoided Deforestation, to halt or reduce the felling or degradation of existing
forest. Both categories should meet the following aims:
• To sign contracts with individual farmers to plant
trees on their smallholdings using the Plan Vivo12
system (see box 1);
• To pay the community as a whole (through a projectinitiated community fund) to steward the community
forest;
• To encourage the development or expansion of
Non-Timber Forest Products (NTFP) (e.g. beekeeping)
for consumption or sale;

10
11
12

Budget Line B7-6200 European Community contract B7/6200/2002/063-241/MZ
The scientific and technical aspects of the project design were the remit of the
University of Edinburgh, ECCM and the Plan Vivo Standard during the design phase in
2002 and 2003, and through the period of the grant.
http://www.planvivo.org/about-plan-vivo/
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•

•

To establish micro-enterprises such as a communityowned nursery to supply seedlings, and a sawmill and
carpentry shop to process (sustainably harvested)
timber into value-added commodities such as
furniture;
To create local systems to monitor carbon
sequestration and Avoided Deforestation activities
and to allocate monies received from carbon credit
sales to the community in the form of, for example,
new community buildings;
To build capacity at the regional and state level,
among those agencies that would create or support
structures necessary to access the carbon market.

Box 1: The Plan Vivo system
Plan Vivo is a framework designed for developing
and managing community-based land-use projects
with long-term carbon, livelihood and ecosystem
benefits. Development and oversight is by the
Plan Vivo Foundation, a Scottish charity. Using
this framework, participants in the N’hambita
project could choose from a ‘menu’ of options,
including planting fruit trees such as mango or
cashew, hardwood timber, or nitrogen-fixing trees
interspersed with food crops. Farmers could sign
contracts for several menu options, if they owned
land sufficient to accommodate multiple contracts.
Farmers were to be paid through proceeds from the
sale of carbon credits for reforestation, sometimes
presented as ‘payment for environmental services’
(PES).

It is important to note that while the project emphasises
its Agroforestry component in the project descriptions,
this component actually sequesters very minimal volumes
of carbon, and hence should gain little revenue from
credits. It is the Avoided Deforestation programme which
was projected to provide the bulk of potential income.
The project proposal emphasised that these activities
were potential models for future forestry projects linked
to carbon markets, and as much effort would be applied
to monitoring, measurement and analysis as to the project
activities. It also emphasised that the project methodology would be participatory, including community
members in design and assessment of the project and
would “promote sustainable rural livelihoods as well as
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Many farmers see the tree
plantations as a liability,
requiring regular regimes
to control weeds and fire
and replace losses.

generate verifiable carbon emission reductions for the
international community.”13

Project modifications
Since EU funding ceased in 2008, the project has
undergone some modifications. The number of communities involved has been extended, and the project included
additional communities by the time the desk review and
field visit for this briefing were conducted. The Project
Design Document (PDD) also underwent revisions, as
stated in the final verification report for the CCBA by the
Rainforest Alliance.14
Documentation provided by the project for assessment
against Climate, Community and Biodiversity (CCB)
standards in 2010 states that at that time, a total of 1,835
farmers had signed 4,573 contracts and that a REDD
system ”had been adopted on 9,599 ha at one of the two
project sites.”15

13
14

15

http://www.planvivo.org/about-plan-vivo/endorsement-and-support/
“Envirotrade made considerable changes to their PDD as well as providing additional
supporting material in order to meet the corrective action requests that were raised in
the draft report by the Rainforest Alliance. The PDD now presents a clear picture of the
project‘s structure. It also better captures the complexity and dynamism of the work
undertaken thus far.” Rainforest Alliance Validation Assessment for Sofala Community
Carbon Project
In Mozambique. 1 September 2010. Page 3 https://s3.amazonaws.com/CCBA/Projects/
Sofala_Community_Carbon_Project/Envirotrade_Sofala_CCB_valid_10.pdf
Sofala Community Carbon Project. Project Design Document According to CCB and Plan
Vivo Standards. April 2010. Page 1 https://s3.amazonaws.com/CCBA/Projects/Sofala_
Community_Carbon_Project/2010-18-04-PDD-CCBA-Sofala-post+audit_FINAL.PDF
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Since September 2008, the project has been financed
primarily by carbon credit sales, plus investment from
the parent company, Envirotrade. According to the 2011
annual report, carbon sales in 2010 provided 42 per cent
of the project costs, with the funding gap being principally filled by cash injections from Envirotrade.16

Report, monitoring and evaluation framework
In addition to projects reports from Envirotrade to the
EC, several other formal reports and evaluation were
produced:
• The Rainforest Alliance carried out a CCB assessment
of the project, completed in 2010;17
• In 2002, prior to the period of EC funding, Future
Forest (Now The Carbon Neutral Company) evaluated
the project;
• In 2004 and 2008, surveys of socio-economic impacts
were undertaken by a post graduate student, for
inclusion in the final project report;
All of these studies provide both information about the
project, and an indication of the varying quality and rigour
of ongoing project monitoring and assessment.

16
17

http://www.planvivo.org/wp-content/uploads/2011_Plan-Vivo-Annual-Reportfinal_website.pdf
http://www.rainforest-alliance.org.uk/sites/default/files/climate_project/EnvirotradeSofala-CCB-valid-10_0.pdf
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3. Analysis: did the project achieve its goals?

The N’hambita pilot project has now been running for
a decade. Patchy Information about its design, implementation and effectiveness is available from many
hundreds of pages of project documents, and two
EC-directed external evaluations. Analysis of these
documents has been updated by findings from a field
visit to some of the project sites during 2012 and interviews with Envirotrade staff in Mozambique. Together,
these enable interested parties to make a judgement
about the success of the project.

number of complex, inter-related factors that drive deforestation and new plantations. A projection must then be
made: how much estimated carbon would be released or
captured if the project is implemented.

FERN’s central finding is that the project, judged even
on its own criteria, has not been a success. Fundamental flaws in the original concept, in its implementation, its monitoring, and its interaction with broader
social and economic drivers of deforestation made
failure inevitable, as outlined below.

The only way to accurately measure the carbon held by a
tree involves cutting it down and burning it. Since this is
impractical at a forest-wide level, and negates the primary
purpose of offset schemes, other methods of putting a
carbon value on existing forests and as-yet-unplanted
trees are employed. These all involve proxy measures.
The accuracy of the carbon calculation depends on the
accuracy of the underlying proxy.18 Proxies used vary from
default figures for carbon, based on species averages in
the project area; to values cited in the literature; to use of
forest inventories where volumes of timber recorded in
m3/ha are then converted into tonnes of carbon stored
in the forest. A forest inventory is thus in many instances
an essential tool in determining a forest carbon baseline.

Measuring carbon and projecting the
future
All forest carbon trading schemes are handicapped by real
challenges in quantifying the carbon held in the existing
forest, and predicting how much carbon will be captured
or released in future scenarios, and the N’hambita Pilot
Project perfectly illustrates the problems faced.
To create a carbon credit that can be sold, a forest
carbon offset project must demonstrate that carbon
has either been captured (through new planting) or not
been released (through protecting existing forests) and
crucially, that these benefits are brought about by the
project activities and not some other factor.
The project must start with a baseline estimate: how much
carbon would be released or captured if the project is not
implemented. Projections need to take into account a
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The difference between the baseline and the projection
gives the number of carbon credits that can be generated.
Accuracy in calculating the baseline, and predicting the
future, is therefore vital in arriving at the carbon capture
value of the project.

The impossibility of quantifying forest carbon fluxes was
one of the key reasons that forests were not included in the
Kyoto Protocol’s carbon market mechanisms or in the EU
ETS. The N’hambita Pilot Project shows that this situation
has not fundamentally changed. Project scientists
observed that “a key obstacle to the formation effective

18

See analysis by The Munden Project regarding the accuracy attainable with standard
forest carbon measurements in comparison with standard accuracy requirements for
goods traded on commodity exchanges. The gap between what is required and what is
obtainable makes forest carbon a commodity unsuited for trade on exchanges, as was
envisaged by proponents of REDD offset schemes. The Munden Project (2011) ‘REDD
and Forest Carbon:Market based critique and recommendations’ www.mundenproject.
com/forestcarbonreport2.pdf
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A woman from N’hambita village waiting for money from
Envirotrade to finish her house which did not have a roof.

[sic] REDD certification schemes is a lack of consistent and
widely accepted methods for baseline setting.”19
In the case of N’hambita’s baseline survey, a study of 7.5
ha of forest, which was intended to list tree species and
classify different types of forest, was repurposed as a
baseline with an enormous margin of error. Additional
data points were added later in the funding period. This,
however, failed to address the lack of adequate measurement. The scientists involved in the project themselves
describe the limitations of their data: “The large variation
in biomass of tropical woodlands is caused by site specific
variables such as rainfall, soil and disturbance history.
Hence these values should be used as a rough estimate only,
and inventories carried out where possible”20 (emphasis in
the original). Scientists employed by the project also called
for satellite data to be combined with Geographic Information Systems (GIS) and ground truthing (ensuring that
satellite data on vegetation density and type is accurate)
to make a better estimate of carbon stocks. No inventories
or satellite approaches were implemented during the EC

19
20

EU final report, page 159.
EU final report, page 152. MIOMBO COMMUNITY LAND USE & CARBON MANAGEMENT
NHAMBITA PILOT PROJECT http://www.envirotrade.co.uk/documents/EU%20Final%20
Report%20Part%20(5).pdf
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funding period. The project carried out a small study of
soil carbon, a potentially significant component of forest
carbon stocks, but dismissed measurement in general
as too expensive. The lack of data about existing carbon
stocks calls the sale of offset credits as well as the pilot
character of the project into question. In determining
likely rates of deforestation, the project similarly failed
to establish any robust, credible estimate. The historical
deforestation rate was determined from two data points,
and an assumption was made that the rate would remain
constant and linear. There was no indication that the
project understood the various drivers of deforestation
in the project areas (including illegal and legal timber
harvesting, charcoal production, clearance of land for agricultural purposes, and intentional or natural fires) or how
they might interact or change. The authors of the EU final
report acknowledged that “if the population continues
to grow, this simple approach may not be valid … If this
demand [for charcoal] increases, as seems likely, it may be
necessary to abandon the baseline derived by extrapolation of current deforestation rates.”21 Migration into the
area is elsewhere described as only “the further returns of
displaced people and their relatives” without considering
other drivers, including, for example, the attraction of
project activities themselves due to the jobs and income
the project promised to create.22
In addition, the project made no attempt to study how
possible (and likely) ‘leakage’ might effectively negate
the project’s impact: how, for example, protection of
community forest in N’hambita might drive timber or
charcoal harvesters or community members elsewhere to
harvest trees or open new fields to grow the crops they
could no longer grow inside the project area. Furthermore, during the period the project received funding
from the EC, it did not develop a management plan for
the forest as promised in the project proposal. Yet, such a
forest management plan was considered a vital requirement in order to sustainably manage the forest and to
detail plans for forest protection.
In summary, the Avoided Deforestation component of
the project produced no credible, reliable quantifiers of
existing vegetation and carbon stocks or future carbon
stocks, no plan to manage the forest, and no plan to
monitor leakage. Given these failures, the project had no
credible data to quantify the effect of the project on defor21
22

EU final report, page 169.
EU final report, page 8.
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estation in the area, and therefore would appear to have
sold offset credits for supposedly Avoided Deforestation
without the necessary data.

Assumptions of equivalence and
permanence
All forest carbon offset schemes make an illogical assumption of equivalence between fossil carbon, released into
the atmosphere where it will remain for lengthy geological cycles, and biological stores of carbon, that will last,
at best, for a few centuries. The N’hambita Pilot Project
attempts to square this circle by making ungrounded
assumptions about the permanence of the planting and
protection schemes. The Plan Vivo system calculates an
average annual carbon sequestration figure based on 100
years of growth (with some options requiring re-planting
several times over that period). The growing trees do not
reach that average carbon storage until they are 15 to 35
years old.
However, there is simply no way of guaranteeing that
carbon storage in trees is safe and can be ensured for a
century. Assuming that trees will survive long-term is
risky; assuming that they will survive in an impoverished,
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The view from Boe Maria where they have hot springs and
an investor plans to build an hotel bringing hope of new
jobs in nearby villages.

politically and climatically unstable environment is, as an
evaluator of the project eloquently understates, “unlikely
to stand up to the rigour of emerging methodologies.”23
Despite this flawed assumption the project continued to
sell carbon credits.
Specific aspects of the project design only exacerbate
the risk that reforestation will not be permanent. Some of
these aspects are explored below.

Unrealistic expectations of long-term
engagement by farmers
Farmers are paid upfront, over seven years, for the entire
estimated 100-year carbon sequestration of the trees
they plant. In the first year they receive 30 per cent of 100
years’ worth of the payment. After seven years, the project
assumes that “the benefit[s] from the newly planted

23

The cited evaluation was carried out for the Carbon Neutral Company, formerly Future
Forests, which bought carbon offset credits from Envirotrade in 2002, before the EC
grant period, to add to its portfolio of carbon offsetting projects for re-sale.

Comment Overview

10

Navigate to Table of Contents

trees […] are expected to provide enough incentives to
the household for it to protect the trees for the next 93
years.”24 Field research for this report, however, indicates
that such expectations are woefully optimistic.
The 2012 site visit showed that farmers who had planted
fruit trees around their houses were happy with the fruit
that they already harvested and had hopes that they
would be able to sell more fruit in the future. The fruit
trees seem to have a good chance to long-term survival.
More surprising was that the majority of the farmers
also seem to see the wood in the other species of trees
as a future benefit. The majority said that they will chop
down the trees and sell the wood when they were the
right dimension for construction, fuel and charcoaling.
Depending on the species, that would be 20 to 50 years
from now. Some said they would chop the trees as soon as
the seven year contracts had finished, and a few answered
that they would not chop the trees at all. The future use of
the wood is seen as one of the benefits the project brings
to the communities. No one had heard anything about an
obligation to maintan carbon and thus trees for 100 years.
Some seven-year contracts are already coming to an end,
no new ones are becoming available, and payments are
being discounted or postponed on existing contracts
due to tree loss. Envirotrade, for reasons unknown to
the author, had delayed some payments by up to six
months beyond the usual due dates. Many farmers were
already beginning to see the tree plantations as a liability,
requiring regular regimes to control weeds and fire and
replace losses, on land that could be used for other crops,
and which no longer brought a significant cash income.
The mortality rate of the plants is high due to droughts,
fires and vermin, and many new plants need to be planted
each year to compensate for seedlings that died. In some
areas there were signs of a lack of care for the young trees
in the fields. Weeds were almost as high as the seedlings
– leading to a fire risk. The contracts stipulate that signatories are supposed to clean their fields of weeds to avoid
fires. But some openly mentioned that they had lost motivation due to the late payments and discounts. Some
spoke of ceasing to tend the trees, or of felling them for
timber.

report. It found a significant minority of farmers would not
continue to protect the trees once payments had stopped.
Many seemed unaware that they had made a 100 (as
opposed to seven) year commitment, with an expectation
that another contract would be offered for the same trees,
when the first expired. The illiteracy of many farmers exacerbated confusions about the nature of contracts they had
signed with a fingerprint. The farmers’ own acute need for
cash or fuel as well as a raft of potential external pressures
including fire, pests, and charcoal or timber producers
were all factors that could lead to ‘impermanence’.
Envirotrade’s country manager Antonio Serra says that
their customers are aware of the risk that the trees might
be cut down. The main reason for disbursing the full
payment for the contract period during the first seven
years is that the sum paid each year would be negligible if
spread out over 100 years.

Ex-ante payment system
A comparable problem exists with the system of payments
for the Avoided Deforestation element of the project.
Payments are made ex-ante: ie before the fact. The carbon
has not yet been sequestered or conserved, and may still
be released long before the fossil carbon released in its
stead stops interfering with the climate. Yet investors,
consumers, and companies are buying these carbon
credits on the understanding they represent carbon
captured and stored for a meaningful period of time.
Every tonne of carbon dioxide equivalent (CO2e) claimed
but not held by the N’hambita Pilot Project represents an
extra tonne released or left uncompensated for by the
ultimate buyer of the carbon credit. In each instance, the
project is ironically and disastrously facilitating increased
carbon emissions.

Project monitoring and verification of
carbon

This waning commitment echoes the findings of the
2008 socio-economic survey, included in the final project

By any measure, the reports and data provided to the EC
were profoundly inadequate. The project provided no
evidence that it met (or attempted to meet) the proposed
plan of including “monitoring systems as an intrinsic part
of its design,” either for the scientific and technical aspects
of the project (as above) or for social factors (as below).25

24

25

EU final report, pages 373-374.
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Project proposal, page 29.
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The comprehensive external evaluation of 2008 detailed a
list of monitoring and reporting oversights that seriously
undermine the project’s legitimacy and demonstrates
how the project failed to deliver on many of the project
objectives.26 Unfortunately, other reports assessing
the project for the Commission show less scrutiny than
could be expected, for example by relying on presumptions and accounts by Envirotrade employees and project
beneficiaries rather than financial accounts or data.27 The
2009 external evaluation report, for example, relies on a
narrative from the company owner to report on financial
records, and extensive content appears to have been
taken without citation from Envirotrade company documents.28
The field research conducted for FERN in 2012 suggests
that since 2009, Envirotrade has been working with
local technicians to develop a system to aid monitoring,
reporting and verifying of the outcome of the farmers’
work, and documenting plant survival. It is hoped that
a database will enable project management to follow
each farmer’s planting more closely and to monitor plant
survival rates in different areas. These steps can be considered an improvement over the abject lack of systematic
monitoring and reporting during the period of the EC
grant. It remains to be seen however, how these systems
will be implemented and maintained in practice, and in
particular what the effect on the actual tree survival will
be. This is especially true of those areas where contract
payments have ended and the project assumes that
trees will be maintained by farmers without further
payments.
Examination of the Rainforest Alliance’s CCB assessment of the project reveals the lack of credibility of the
Gold Standard certificate — covering climate benefits,
community relations and biodiversity impacts. Four
examples illustrate the lack of rigour in approving the
project:
• The certification team relied on project technicians
as guides, which meant farmers did not feel able to
speak freely about their situation and experiences.
During the 2012 field visit by independent
researchers for FERN, farmers made explicit and
unsolicited reference to the advantages of being able
to speak without the presence of project employees;

26
27
28

Schreckenberg et al., see especially pages 6-9.
See, for example, Kooistra, pages 4 and 7.
Marzoli and Del Lungo, page 40, and for example, pages 11-13.
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The assessment indicates (see section CAR 13/10)
that Envirotrade had recently added a three-stage
grievance procedure to the PDD, guaranteeing a
written response to complaints within five to 10
working days. Presumably this was not in place
when all previous contracts were signed. The report
does not explain if it has retrospectively updated all
previous contracts, how the often-illiterate farmers
are to be made aware of the process, and what use a
written response might be for them;
The assessment notes that the project uses payments
made to farmers as a measure of activity/impact,
rather than attempting to actually quantify carbon
storage achieved (see section CAR 21/10). It requests
that this unreliable measure of climate benefits,
which does not conform with CCB standards, be
resolved prior to successful certification. Envirotrade’s
response was that “the monitoring of the agroforestry
systems may be revised to enable quantification
of the carbon stocks… [and] that trees lost to
mortality are replaced, so the planned sequestration
should always occur unless complete failure occurs”
[emphasis added]. This vague statement by the
project owner was sufficient for certification to
proceed;
The assessment report noted that an error had
been found in the model used to calculate some
emissions reductions (see section CAR 17/10).
Envirotrade had not yet implemented a new model,
and could not confirm exactly how much less carbon
the new model would be likely to indicate, once
implemented. Project data showing projections of
carbon sequestration was criticised because “it is not
clear what assumptions have been used to create
the data… or exactly what technical specification
have been used”. Nonetheless, the Rainforest Alliance
was happy to close the issue and give certification,
because Envirotrade agreed in principal to make at a
future point a deduction from the project’s risk buffer
in the public registry, which although the “modalities
of this process” were still “in development”, was
estimated to be 60 per cent of the project buffer, or
88,000 tCO2e. The untrustworthy data was removed
and passed over, and this was considered enough to
resolve the issue.

When we take into account this lack of rigour, and the
fact that the Rainforest Alliance overlooked all the other
serious project faults identified in this paper, one can only
conclude that it is a great shame that the CCB process
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contains no mechanism to retrospectively remove a certificate, once issued.

Financial viability
The project was assumed to be self-supporting through
the sale of carbon credits. Recent statements about the
financial difficulties of the project indicate that even with
a generous EC start-up grant, it cannot be. In particular,
the financial model for the reforestation element appears
financially unviable.
This is in part due to the project’s size. The EU’s final project
report itself draws the inevitable conclusion: “Projects with
such a small sequestration potential will rarely be viable
without external financial assistance”,29 (e.g. EUR 1,587,000
from the EC). The project’s own figures indicate the agroforestry component produced an annual sequestration
of 1,217 tCO2. Meanwhile, the Avoided Deforestation
element, covering 8,000 to 10,000 ha of community forest
is (grossly) estimated to produce 24,116 tCO2 annually.
Interviews with Envirotrade project management during
field research for FERN in 2012, suggest that the project
needs to have between 50,000 and 100,000 hectares at
least of REDD-areas (as opposed to agroforestry areas) for
their business model to become economically viable.
Envirotrade’s Antonio Serra expects that for future
contracts and project areas, the company will continue
the agrofestry components of the project, even though
it gives less return per ha, but restrict it to approximately
20 per cent. This is because alongside the intercropping
activities to increase fertility in existing machambas (a
specific term for fields or agricultural land in Mozambique) the agroforestry payments are what prevented
farmers from opening new fields in the conservation
areas. Also, buyers of credits have typically been from the
voluntary Corporate Social Responsibility market, and
prefer projects that can provide a direct connection to
participating farmers. Credits from the Avoided Deforestation activities have proved hard to sell.30
The project has also suffered from a fall in the carbon
price. US$15 per tonne of CO2 was assumed in the projec-

29
30

EU final report, page 401.
Personal communication with Envirotrade country manager Antonio Serra during field
research conducted for FERN in June 2012. The 2009 annual report also provides a list
of how many tonnes specific customers have bought, separated into agroforestry and
REDD conservation areas.
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tions — a reasonable assumption based on actual as well
as projected carbon prices at the time. But according
to project managers interviewed during field research,
sales of carbon credits in 2010 to 2011 yielded no more
than US$5–6 per tonne. This is only slightly more than
the contract price paid to participating farmers, leaving
nothing for project costs and overheads.
Another financial handicap is the likely obstacles to
certification by the Voluntary Carbon Standard (VCS)31
as the project still lacks a detailed management plan; an
adequate baseline; and studies on leakage. The project
faces the conundrum familiar to other forest carbon offset
projects: VCS certification may increase the number of
credits sold, but as long as the project is unable to sell
more credits, especially with carbon prices having all but
collapsed, projects can ill afford the considerable costs
associated with the certification.32
With insufficient economies of scale, poor sales of their
most carbon-productive activities, a depressed carbon
price, and the ending of EC funding, Envirotrade must
either default on payments to farmers or pour their own
money into the project to keep it running. Field research
in 2012 suggests that up to that point, contracts had by
and large been honoured although participants in some
communities expressed frustration and anger about a rise
in delays and curtailment of payments that were considered in breach of the contracts they had signed.

Development objectives: the
experience of the local communities
From the beginning of the project, the creation of sustainable livelihoods was a stated goal. But subsequently, and
in line with the general trend of poor or non-existent
monitoring and evaluation, the only measures of socioeconomic factors provided by the project were from a
post-graduate study within the final report to the EC. No
study about the socio-economic impacts of the project
since 2009 is available. However, from such evidence as is
available, it is unlikely that the project will result in significant long-term benefits for the communities involved.

31
32

The VCS is a standard used by many forest carbon projects selling offset credits to verify
the carbon calculations on which offset credit generation is based.
In FERN’s view, these carbon offset certification schemes are unable to address the
underlying flaws of carbon offsets and in practice have shown to be lacking in rigor,
even when assessed against agreed project standards.
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“The name N´hambita has travelled around the
world. But what is there to see here? What have we
gained? Not much. The families that already had
many machambas made a lot of money, but for the
rest of the population, the benefits are small.
Some don´t even care about the trees anymore.
The payment is too small.”33
Local community leader

The socio-economic study for the final report to the
EC states that there is no significant lasting financial
benefit for those households with individual carbon
contracts. This is not surprising, given that the average
monthly payment to farmers for Plan Vivo contracts in
2007–2008 was US$6. The study concludes that only
those households employed in micro-enterprises created
with the EC grant are actually significantly better off,
the average monthly salary being US$61. The study
further concluded that the infrastructure improvements
and increases in literacy levels, for example, cannot be
ascribed to project activities. That is, gains in livelihood
and community services were more likely the result of
macro trends in Mozambique rather than specific project
activities.

Communities not involved in programme design
Although the EC funding proposal commits to involving
local communities in project design and evaluation, as well
as to monitoring some social indicators, there is mostly
only anecdotal evidence (primarily from EC-commissioned reports) of community inclusion in design, and a
useful but limited survey of local families. The only hard
evidence of community input is the inclusion in the final
project report of a participatory mapping and ranking
exercise, which fails to indicate when it was conducted
or how many people participated. Both project scientists
and external evaluators for the EC suggested mechanisms
for community involvement; there is no evidence that
these recommendations were acted upon.
The Rainforest Alliance certification assessment report
of 201034 requested the setting up of a grievance
mechanism. The absence of what would be considered
part of standard good practice for community participa-

tion in project design indicates that such practice was not
being fully followed.

Free, prior and informed consent
The available evidence gives cause to doubt that participants were in a position to fully understand the nature or
scope of the project they were joining, or what they were
obliged to do under the contracts they were signing.
The contract states that the peasants are providers of
carbon. It does not say anything about how that works
and that they more correctly are providers of carbon
sequestration. None of the farmers interviewed in 2012
understood the concept of carbon trading. The majority
did not even try to explain when asked about the topic;
they just said that it was something that the project
managers know. Among the rest, the most common
perception was that they were helping provide carbon
because there was a lack of it in the industrialised world.
Some farmers responded that planting trees would help
the clouds to stay so it would rain: project staff appear
to have explained climate change to them in these very
simplified terms. This could, in an area prone to drought,
create the risk that the farmers, should the droughts
continue, lose faith in planting trees.
Furthermore, as discussed in the section detailing unrealistic expectations of farmers, it seems likely that the
project failed to adequately inform community members
about the real and enormously long-term implications
of the carbon offset contracts which farmers signed individually and to which the community is now subject as
a whole. There may be short-term benefits from the very
small cash payments in a poor community; but what will
the consequence be once they are discontinued, either
because the project fails, or because the residents are
not aware of their obligations linked to the contract well
beyond the period for which they will receive payments?
Farmers may be unclear that payments would cease
after seven years. Additionally, the Plan Vivo specifications record annual maintenance costs for various
crops between US$10-430. Were farmers made aware of
possible future costs?

Limited cash trickle down to communities
33
34

Personal communication during field research June 2012.
http://www.rainforest-alliance.org.uk/sites/default/files/climate_project/EnvirotradeSofala-CCB-valid-10_0.pdf

Carbon Discredited — The offset project that couldn’t count its own trees

An Envirotrade report states that the project delivers a
significant proportion of the proceeds from carbon credit
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Children from the village of Boe Maria.

sales back into the communities participating in the
project. In reality, it appears that less than one third of
the revenue made from sales returns to farmers and the
community, with the remaining two thirds going towards
Envirotrade costs, repayments of loans to the project and
the hoped-for profit margin. The lack of relevant financial
records during the EC grant period makes it impossible
to discern who benefited financially, and to what extent,
from the EC grant.
Email communication with Envirotrade has shed light on
some more exact figures that further show the financial
inviability of the project. These figures do not, however,
provide evidence of how much money went to the local
communities themselves. Envirotrade have told us that
from 1 January 2009 to 30 September 2012, VER sales
totalled US$1,750,517 and expenses directly related to
the project totalled US$3,301,474. During that same
period of time, payments to the project participants and
local payroll expenses totalled US$2,367,033 (ie 72% of
expenses directly related to the project). Since the pay
roll of employees and the payments to communities do
not figure separately, this figure does not show how much
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money went to communities. Undeniably, the N’hambita
project provided a limited income stream to the local
communities, though this is at the expense of being able
to grow fewer crops and incurring expenditures that they
would otherwise not have borne.

Initiatives not economically sustainable
The project proposal claimed that the project financing
would be carefully controlled, “to avoid subsidising
commercial activities which could lead to financial
problems once funding has stopped,”35 and that “given the
uncertainty of the carbon market the financial sustainability of project activities will not be based on carbon sales
and land use activities will only be promoted if they have
the capacity to provide long term social and economic
benefits independently of carbon sales.”36 Given the
available data, there is no indication that these objectives
were met, or could be met. It is hard to avoid the conclusion that initial project funding provided a jump-start for
community enterprises with little demonstrable sustainable and positive financial effect in the community.

35
36

Project Proposal, page 31.
Project Proposal, page 16.
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The farmers participating in the project received small
sums during a limited period of time, and the company
is not offering any new contracts in the area covered by
the EC grant. Local staff and technicians will thus lose their
employment with the project. The only identified secure
long-term benefit would be if the trees and especially the
fruit trees remain alive. The main medium-term benefits
are the tin roofs, bicycles and other goods that families
bought with the carbon payments.
Many of the activities planned as part of the EC-funded
project, such as: protecting the forests from illegal logging
and fires; developing the basis for generation of income
streams based on non-timber forest products; developing
micro enterprises; and constructing community buildings,
have been implemented. The question, however, arises:
will the advances made and the benefits generated be
lasting? All the micro enterprises created are reported
to be struggling with different problems. Four nurseries
have been created which operate as independent associations. Since new contracts stopped being offered to
the communities in N’hambita, demand for seedlings has
already decreased. The only sales are to replace plants that
have died. When contracts with Envirotrade in N’hambita
have reached the end of the seven-year payment period
and Envirotrade shifts focus to areas with new contracts,

Another view from Boe Maria.
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the nurseries will have to find new customers — or close
down. The carpentry shop also faces problems since the
saw in the sawmill needs to be replaced and the association does not have enough money to buy a new one.
According to the country manager, the association has
divided the gains between members instead of saving
the money for future needs, which indicates that either
financial management capacity building has not been
sufficient, or that poverty is still too severe to allow for
saving for investment. A bakery opened in 2011 has
already closed, due to problems with the oven. According
to Envirotrade there are many farmers who are keeping
bees, but research conducted for FERN only encountered one person who had beehives. He reported that
the bees died during the first year and he has not tried
again.

Unintended social impacts
Information found in the socio-economic survey of 2004/8
and EC evaluations, indicates that the project may actually
have had negative social impacts:
• Unequal impact on women: employment outside
the home expanded from 8.6 per cent of surveyed
families in 2004 to 32.2 per cent in 2008. These new
jobs went almost exclusively to men, leaving women,
who previously shared farming tasks equally with
men, to both continue with subsistence farming
and to care for newly planted trees. What are the
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•

real consequences for women and girls? The survey
reports on the ‘relative absence’ of women in
leadership positions, which cannot help to ensure
equitable distribution of benefits and negative
impacts;
Unequal impact on disadvantaged/poor families.
Since the general benefits for the communities as
a whole are small (see above), the question arises:
what’s in it for those who have few or no contracts?

How families previously lived and supported themselves has affected what they gain from engaging with
the project. EC evaluators expressed concerns that the
committees that had been formed around community
forestry projects are often dominated by the most
powerful in the community. People who already owned
more land than others have been able to benefit more.
Families that survived on hunting and that did not have
many machambas have benefited less since the project
model is that the families work the land they have instead
of moving around. Farmers who did not initially sign
contracts with the EC or who moved to the area after 2009
are now waiting for the possibility to join the project. EML
staff mentioned that the project was struggling since the
arrival of new families into one of the project areas and
the opening of new machambas.

Reduced access to community forest resources
It is not known how limitations on activities in the
community-managed forest have affected livelihoods. For
instance, the final EC report asserts that charcoal production is a major source of income locally. Yet there is no
monitoring or data gathering regarding how households
are compensating for any loss in income, or if they are
going elsewhere to harvest charcoal.

Food security
The nature of the project design is such that it reduces
access to food from commonly owned forests — previously achieved through opening new machambas or other
means of forest harvest — while also converting existing
farmland to agroforestry. It also requires ongoing maintenance of new plantations to control weeds, pests, fire, and
to water new plantings. Less land is therefore available to
communities for food production, and less time to grow
it or otherwise earn money. In the Plan Vivo model, this is
supposedly counterbalanced by agroforestry techniques
that will improve crop yield and remove the need to
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clear new land as crop yields decline, combined with the
monthly PES.
Yet there is no data to support the project claim that the
new techniques are impacting soil fertility positively and
sufficiently and hence increasing crop yield. This raises
the possibility that declining fertility may force farmers to
move away or open new fields. As discussed above, the
monthly PES are small, short-lived and subject to delay
and reduction.
During the 2012 site visit for FERN, it was found that farmers
were struggling with food security. 2012 was a very dry
year and the peasants were suffering from poor harvests.
Participants complained that they had spent a lot of time
planting trees, cleaning the fields, and opening fire breaks
when they could have been generating income in other
ways. The money from the project would at least help to
buy some food, but many peasants claimed that delayed
payments affected their ability to feed their families.
Their contracts forbade them to open new machambas
in conservation areas. According to project staff, an area
for opening of new machambas had been allocated, but
there is still a perception among many farmers that they
are prohibited from opening new fields in general.

Ecological impacts
The Plan Vivo menu options raise worrying ecological
questions about the reforestation component, including,
but not limited to, the following:
The guidelines for different planting systems include
directions for applying pesticides and fungicides in case
of infestation or disease. Who will bear the costs of this
input? What will the impact of the toxic chemicals be on
human and ecological health?
Planting systems call for regular watering. What are the
consequences of the increased demand for water, both in
the short term as well as for water table levels? Are any
of the species ‘thirsty’ trees that hog water supplies? The
project proposal claimed it would “explore the relationship
between deforestation and flood water levels, together
with soil erosion and water tables.”37 Were relationships
between reforestation and water tables assessed?

37

Project proposal, page 4.
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4. Conclusion

This analysis of the N’hambita Pilot Project raises issues that are specific to this
forest carbon offset project, but also highlights issues that are related to forest
carbon offsetting projects as a whole. Despite the failure to meet monitoring and
documentation standards demanded of a pilot project, conclusions can still be
drawn from the project, indeed, from these very failures themselves. The most
basic conclusion is that the EU should not direct any further funding to advance
methodologies and pilot projects aimed at site-specific measurement of forest carbon
fluxes for the purpose of generating offsets.
The problems encountered in the project are symptomatic of attempts to link financial
viability, and social and environmental benefits to trade in ecosystem offsets. The numerous
and complex difficulties with ‘measuring’ forest carbon stocks, let alone fluxes, preclude
linking project funding to carbon measurements that are expected to be verifiable and
accurate. The project is also based on some unlikely assumptions regarding permanence
such as signing a contract with a seven-year payment period and relying on the contracting
party to maintain the trees for an additional 93 years after payments have ended. The project
failed to identify, measure and monitor social indicators that would guide project design, or
to demonstrate significant community involvement or management. It failed to measure the
most basic impacts of the project on people and the environment.
The 2012 field visit confirmed that the same issues and failures, which the external
evaluations for the EC had drawn attention to, remain largely unresolved. The project
continues to suffer from a profound lack of measurement and reporting of its own activities,
both of social and environmental factors as well as financial and carbon stock data. The data
available demonstrates that the project sold carbon credits to international buyers with no
credible measurement of carbon stocks in the project area, that it failed to demonstrate
significant benefit to the community, and that it failed to monitor the environmental impact
of project activities. It remains unclear how or in what ways members of the community
were involved in project design and appears likely that at least in some cases, farmers
were not fully aware of the long-term obligations contained in the contracts they signed
with the project. The aims of sustainable development, carbon monitoring and storage,
and contributing to knowledge on carbon measurement, as stated in the EC-funded grant
proposal, remain unmet.
How then should EU money be spent in the context of the debate about reducing
deforestation and the emissions related to forest loss?
The project represents an extraordinary investment of money and time both for the EU and
for Envirotrade, with no verifiable or demonstrable reduction of GHG emissions. Figures given
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by Envirotrade show that over the life of the project, a total of 409,434 Plan Vivo VERs were
sold to buyers, generating a total of US$3,264,809 in carbon offset sales revenues. The direct
costs of the project, net of the EC grant, were much higher than this sales figure, meaning
that Envirotrade lost money in managing this project. Similarly for the EU, it did not make
financial sense to invest in a project that is designed to make profit from an unregulated
industry, with no lasting positive local impact. If the EU’s aim is to reduce emissions then
funding should be directed toward immediate measures to reduce emissions at source in the
EU: “emissions saved today are far more valuable, in terms of reducing climate change, than
emissions saved in ten years’ time, yet the trees you plant start absorbing carbon long after
your factories release it.”38
The project also represents an extraordinary investment of money and time with little or no
verifiable improvements in the lives of communities: life could even be considered to have
got worse. The N’hambita project clearly indicates that forest offset projects in general “do
not deal with the real complexities and intricacies of communities and local livelihoods.
They use up enormous resources in terms of land, water, time and energy of residents.”39
The UN itself expresses concern that forest carbon markets could “erode culturally rooted
not-for-profit values,” or “deprive communities of their legitimate land development
aspirations.”40 The project demonstrates that a lack of analysis regarding social mechanisms
of deforestation, commons regimes, social resistance, development systems and local history
can lead to ineffective projects or projects that actually do damage to community social
relations as well as community ecology.
Funding carbon offset projects distracts from reducing and restructuring consumption and
production of goods at source. As one astute critique observed, “by funding these projects,
we are not avoiding deforestation but avoiding responsibility, shifting responsibility outside
Europe’s borders.”41 There is an illusion of action on climate change, but no fundamental
movement toward structures and programmes required for a fossil-free future.
The project demonstrates the current improbability of measuring carbon fluxes in forests.
How much carbon does a tree really absorb? “The claimed reductions achieved by offsets
are routinely based on unprovable hypothetical scenarios and take little account of the
negative social and environmental impacts of the development model within which they are
embedded.”42
Perhaps the most serious consideration regarding this project is how the EU will respond
if and when Envirotrade is no longer profitable and the project is discontinued. What is the
EU’s responsibility in this regard, and how could the project be transitioned to a locally-led,
sustainable, not-for-profit initiative focusing on improving community livelihood and
addressing needs identified by the local population? With more and earlier oversight and
monitoring — with more learning before the doing — these questions could have been
avoided, and EC funds spent in a way that would have provided better value for money for EU
taxpayers, local residents in N’hambita and ultimately, for the climate.

38
39
40
41
42

Bond, et al, 12, quoting Monbiot. http://www.monbiot.com/2006/01/17/buying-complacency/
Gilbertson, page 86. http://www.carbontradewatch.org/downloads/publications/UpsettingtheOffset-ch4.pdf
UN REDD framework document, quoted in Gilbertson, page 60.
Gilbertson, page 31.
Gilbertson, page 41.
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Paying the High Cost of

Climate Chaos

The Story of
Climate Finance

WHO IS RESPONSIBLE?
THE UNITED STATES HAS CAUSED MORE CLIMATE POLLUTION
THAN ANY OTHER NATION ON EARTH
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Though the U.S. holds only 4.5% of the world’s population, it has been
responsible for 27% of ALL carbon dioxide emissions since 1850.1

WHO GETS HURT THE MOST?
POOR COUNTRIES ARE HIT
FIRST AND WORST
“Regular food shortages in Sub-Saharan Africa…
shifting rain patterns in South Asia leaving some
parts under water and others without enough
water for power generation, irrigation, or drinking…
these are but a few of the likely impacts of a
possible global temperature rise of 3.6°F in the
next few decades that threatens to trap millions of
people in poverty.”2

Photo: G.M.B. Akash, Bangladesh

The deaths of an estimated 400,000,
particularly children in developing countries, are
linked to climate change, especially from hunger
and infectious disease.3
Typhoon Haiyan, Philippines
Photo: Gideon Mendel/Corbis/ActionAid

WHAT NEEDS TO BE DONE?

+

ADAPTATION

Adjusting to the unavoidable impacts of
climate change

MITIGATION

Embarking upon clean development paths
and cutting greenhouse gas emissions

Photo: Alamy

Photo credit: Jane Harley, South Africa

Projected Cost:

Projected Cost:

$60

$1.1

At least $60 billion extra needed
annually by the 2050s for
adaptation in sub-Saharan Africa
if the global temperature rises
within 2°C/3.6°F. 4

About $1.1 trillion needed
annually for a low carbon
transition in developing
countries.5

TRILLION

BILLION

WHO SHOULD PAY?

YOU BREAK IT, YOU FIX IT!
Based on its tremendous historical responsibility and capacity to
act as the world’s largest economy, the U.S. must provide its fair
share of climate finance – funds to pay for these enormous costs.

WHERE’S THE MONEY?
THE RESOURCES ARE ALREADY THERE
Contrary to popular belief, paying for climate finance is not beyond our reach; we just need to
redirect funds we already have. For example:

END FOSSIL FUEL SUBSIDIES

$38

U.S. taxpayers subsidize
the fossil fuel industry
to the tune of $37.5
BILLION/yr
billion6 annually. That
money should be
shifted to financing clean energy, including
in developing countries.

43 DAYS OF THE

DEPARTMENT OF DEFENSE

$60

At $57.52 million per hour,
the amount U.S. taxpayers
spend on the Department
BILLION
of Defense in 43 days is
enough to cover sub-Saharan Africa’s
adaptation needs in 2050.

WALL STREET TAX

$300

This tiny tax on trades
of stocks, bonds
and other financial
BILLION/yr
instruments would
generate hundreds of billions of dollars of
new revenue, some of which could be used
for climate finance.

WHERE SHOULD THE MONEY GO?

GREEN CLIMATE FUND
The world’s premier multilateral fund to help developing
countries confront the climate crisis.
The GCF is a new United Nations fund
that “will promote the paradigm shift
towards low-emission and climateresilient development pathways by
providing support to developing
countries to limit or reduce their
greenhouse gas emissions and to adapt
to the impacts of climate change.”8

PAYING OUR SHARE

Woman trains to be a solar engineer, India
Photo: UN Women Gallery, 2012

$3 Billion
U.S. pledge to GCF.

$635 Billion
Up to how much the U.S. should
contribute in 2025 based upon
its responsibility for the climate
crisis and its capacity to act.9

Solar disc demonstration, India
Photo: Kailash Mittal

KEEPING THE GCF GREEN & JUST

The GCF must benefit ordinary folks in poor countries,
not Wall Street banks or multinational corporations.
It must not bankroll any dirty energy.

Photo: Institute for Climate
and Sustainable Cities,
Philippines

CLIMATE FINANCE MUST BE IN LINE WITH
WHAT SCIENCE AND JUSTICE DEMAND.
For more information about Climate Finance and the Green Climate Fund:
Please contact Karen Orenstein, korenstein@foe.org.
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Ejido Pichucalco, Reserva de La Biosfera Montes Azules, Selva Lacandona,
Chiapas, México, a 3 de Noviembre de 2015

A los pueblos y las comunidades indígenas y campesinas
A los movimientos, organizaciones, grupos y colectivos que los acompañan
Al sector académico, los estudiantes y los centros universitarios
Las organizaciones abajo firmantes nos reunimos del 23 al 27 de octubre pasado en el CIDECI-Unitierra Chiapas y
en la Selva Lacandona, con el objetivo de reflexionar y actualizar nuestras estrategias de lucha y resistencia
respecto a las nuevas y no tan nuevas amenazas de despojo territorial que enfrentamos por parte de nuestros
gobiernos puestos al servicio de corporaciones trasnacionales y potencias mundiales, quienes han diseñado
leyes y emprendido una voraz política vinculada al modelo extractivo depredador o al maquillado de verde.
Derivado de este encuentro acordamos realizar una Declaración conjunta, integrada en tres secciones o partes:
1ª La Presentación general de los temas (páginas 1 y 2)
2ª El Análisis de los hechos que soportan el Pronunciamiento (páginas 3 a la 10), y
3ª El Pronunciamiento (páginas 11 a la 14);

I. P R E S E N T A C I Ó N G E N E R A L
Nos convocó y ocupó especialmente una amenaza que lleva años implementándose, pero que ahora ha
recobrado nuevos rumbos y estrategias: Se trata del despojo biocultural de las comunidades, los pueblos, las
naciones y del mundo, mediante la implementación de un mecanismo, el Protocolo de Nagoya, que ha sido
diseñado para forzar el acceso a los recursos genéticos y los conocimientos tradicionales a ellos asociados, y que
ahora pretenden sean patentados para su mercantilización. Ahora no sólo hablan del saqueo de la biodiversidad
y todos sus componentes, sino además atentan contra la propia sabiduría, cosmovisión y cultura de las
comunidades y pueblos, quienes a través de la historia han sabido establecer una relación para con los bienes
naturales que les ha permitido crear saberes y conocimientos que siempre han puesto a la disposición solidaria
de los pueblos, de tal manera que estos puedan continuar alimentándose y atendiendo su salud.
Las directrices mundiales piloto sobre el tema pretenden definirse en México a través del proyecto
trampa “Gobernanza de la Biodiversidad”, operado por la agencia de cooperación alemana (GIZ, por sus siglas
en alemán) y por la institución mexicana “responsable”: la Comisión Nacional para el Conocimiento y Uso de la
Biodiversidad (CONABIO). Estas reglas “modelo” serán presentadas en diciembre de 2016 en la COP13 del
Convenio de la Diversidad Biológica (CDB) a celebrarse en México. Presionado por ese compromiso, el pasado 15
de octubre el parlamento alemán, tras ratificar el neoliberal Protocolo de Nagoya, aprobó la ley para su
implementación nacional y cambios a su ley de Patentes, que contravienen de manera grave al primero, tal
como lo denunciaron la propia GIZ y los partidos Verde y de la Izquierda de ese país.
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Esta nueva amenaza al territorio y a la cultura se enlaza también con otras que siempre llevan una
mezcla de engaños, opacidad , manipulación de contratos, violación a mandatos agrarios, promesas de paraísos
económicos, discursos conservacionistas y de lucha contra el cambio climático, y por supuesto, cuando todo ello
no funciona, presionan a los pueblos y a las resistencias a través de grupos vinculados al poder gubernamental y
al de las empresas que suelen mostrarse a través de estudiantes, académicos, prestadores de servicio, centros
de investigación y hasta de grupos armados oficiales e incluso grupos de choque, paramilitares o grupos del
crimen organizado.
En nuestro encuentro compartimos cómo en Guerrero, estamos enfrentando una doble lucha que
afortunadamente vamos ganando; hacemos frente a la minería y también nos resistimos al intento de que
impongan una Reserva federal de la Biosfera en la región de la Montaña. En Yucatán, estamos luchando contra
el acaparamiento de tierras agrarias por empresas privadas. En la Chinantla oaxaqueña, vimos que los
programas de pagos por servicios ambientales (PSA) nos condicionan y limitan la convivencia tradicional y que
los procesos de contratación han sido incluso fraudulentos. A nivel internacional, en California, EU., se fortalece
la oposición frente al relanzamiento del proyecto REDD+, al igual que en Costa Rica vemos como han ido
evolucionando las estrategias verdes que facilitan el saqueo por las empresas. Finalmente, en la Reserva de la
Biosfera Montes Azules, Chiapas, denunciamos a los malos gobiernos quienes siguen negando a los poblados
indígenas y campesinos asentados en las Áreas Naturales Protegidas su derecho a la regularización agraria, a
pesar de estar establecido en la propia ley ambiental nacional (la LGEEPA), tal como sucede en los casos de
varios poblados asentados en esa Reserva, así como de algunos ejidos en la zona que han excedido sus límites.
Para nosotras y nosotros la comprensión de las implicaciones de estas amenazas y proyectos en contra
de nuestros bienes naturales y de nuestros saberes tradicionales, nos llevan a replantear y reforzar nuestra
organización local, estatal, nacional e internacional, por lo tanto, mejorar nuestra resistencia y mejorar la
defensa de nuestros territorios hoy se vuelve vital y urgente. En ese sentido reflexionamos también respecto a
los elementos de inspiración y fuerza esperanzadora que nos da, a pueblos y grupos acompañantes, la encíclica
del papa Francisco Laudato, Sí en la defensa de nuestros bienes comunes y nuestras formas de vida comunitaria
frente al despojo y al individualismo capitalista.
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ANÁLISIS DE LOS HECHOS

DEL PATRIMONIO COMÚN A LA PRIVATIZACIÓN DE LOS CÓDIGOS GENÉTICOS
Una nueva sustancia de nuestra madre tierra, a la que consideramos patrimonio común no sólo de la
humanidad, sino de todo lo creado y que es la base y memoria material de toda vida, va a ser privatizada: LOS
CÓDIGOS GENÉTICOS.
No fue con metales ni derivados de petróleo que las primeras sociedades lograron desarrollarse; no fue
con esas materias con los que lograron vestirse, alimentarse, curarse o incluso levantar sus casas. Fue con la
construcción de la cosmovisión de los pueblos que integrados a los bienes naturales, a su comunalidad, a su
religiosidad y sus deidades, así como su conexión con el sol, la luna y los astros, que nuestros ancestros,
hermanos y hermanas, construyeron una relación entre la sociedad y la naturaleza; entendían sus leyes, sus
modos y fueron utilizando sus elementos vivos de los que ellos sabían que formaban parte, para avanzar en la
vida. La llamada domesticación cambio a las sociedades pero no su concepción, nuestra casa era, como para
muchos pueblos aún continúa siéndolo hoy, una casa común. Las semillas y frutos se repartían, y a través del
conocimiento y el relato era como se multiplicaban a otros quienes a su vez creaban nuevas variedades
adecuadas a sus propias circunstancias pero para ser compartidas sin lucro ni egoísmo con toda la humanidad.
Pero llegó la era de la dominación capitalista, esa que continúa una inacabada colonización de más de
quinientos años, que hasta la fecha sigue materializando el despojo y se sustenta, como antes, en el etnocidio
cultural. Esta nueva fase de exterminio es quizá peor que los anteriores, porque atenta directamente contra los
propios cimientos sociales y naturales que en su momento hicieron posible habitar la tierra. Insaciables, a los
nuevos colonialistas no les basta presionar al máximo a los territorios y sus bienes naturales, sino que ahora, con
el uso de tecnología “nueva” y la compra de gobiernos desnacionalizados redactores de leyes injustas para
legalizar lo ilegal, es capaz de apropiarse de los genes, esas partículas que fundamentan la diversidad material
de la vida, para manipularlos en grandes laboratorios y venderlos al mejor postor creando una vida homogénea,
sin diversidad y patentada que lo único que garantiza son ganancias rápidas y especulación financiera, a la vez
que destruye culturalmente a los propios creadores y cuidadores de esa diversidad biológica y también cultural.
Al capitalista sólo le falta apropiarse y dominar las plantas, los animales y los microorganismos; la vida
misma que hasta hoy permanece para todos libre en su acceso y disfrute, cualidad que ha permitido la creación
de nuevas variedades de organismos. Para consumar este nuevo despojo pretende aplicar una idea económica
egoísta que concibió hace siglos al consolidarse su revolución industrial: “LA PATENTE”, concepto soporte de su
sistema de ganancias y dominación que se otorga para lo que es de todos alguien lo posea para sí mismo y con
ello pueda comercializar de manera exclusiva productos nuevos basados en conocimientos comunes. Para hacer
posible este nuevo despojo en 1994 impuso una ley: El Acuerdo sobre Derechos de Propiedad Intelectual para el
Comercio (ADPIC), pilar de la Organización Mundial de Comercio, y con él poder patentar también a las
sustancias que componen las micropartes “útiles” de la vida: SUS GENES O CÓDIGOS GENÉTICOS, aunque no
sean nuevos y nazcan ya con una función y funciones, aunque ya sean conocidas o hayan sido incluso
desarrolladas por los pueblos comunitarios que mantienen esos recursos bajo acceso libre y colectivo.
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No obstante, con todo y las leyes, las reglas y sus tecnologías, aun así, bajo las condiciones de
globalización de los últimos años, para los saqueadores y sus Estados satélites no está siendo fácil hacer a un
lado a los pueblos indígenas y campesinos poseedores y usuarios de la gran diversidad biológica planetaria,
tanto la silvestre inconmensurable como la que ha sido desarrollada por ellos y que hoy nuevamente defienden
y resisten los embates del gran capital.
El primer gran fruto de esa resistencia y defensa de los pueblos sucedió el 31 de octubre del 2001,
cuando el consorcio ICBG Maya (Grupos de Cooperación Internacional en Biodiversidad) -del gobierno de los
Estados Unidos-, que buscó apoderarse de los recursos genéticos del estado de Chiapas, tuvo que cancelar su
proyecto, gracias a la defensa efectiva de plantas, territorios y de los saberes y conocimientos. En ese tiempo
una red comunitaria de médicos y parteras indígenas tradicionales, a quien se le ofreció dinero y fama,
desenmascaró la estructura y el propósito de esta nueva conquista, de tal manera que los saqueadores fueron
exhibidos y uno de sus proyectos bandera en el mundo, la privatización de la vida, fue abatido.
A partir de esa experiencia, y para neutralizar la eficaz resistencia de pueblos y organizaciones de la
sociedad civil acompañantes, un año después (2002) en Sudáfrica, en el marco de la Cumbre de la Tierra, varios
gobiernos, entre ellos el de México, se reunieron para elaborar un “conveniente” protocolo de acceso y reparto
de beneficios (ABS por sus siglas en inglés). Ocho años después (en el 2010), nuevamente se retoma y cobra
forma y -tras ser ratificado por cincuenta y un países-, el 12 de octubre del año pasado, casualmente en el
aniversario del inicio de la conquista territorial y destrucción cultural de los pueblos de América, entra en vigor
el hoy mundialmente conocido “PROTOCOLO DE NAGOYA”.

LAS ENTRAÑAS DEL PROTOCOLO DE NAGOYA
Este acuerdo forma un bloque de amañados amarres marco para lograr un robo pactado (acceso) y la
destrucción del sistema social comunitario que es sustituido por otro basado en propinas (el mentado reparto
de beneficios). Es lo que en el fondo y en la forma se propone para quienes acepten esta “moderna” forma de
despojo y al hacerlo le abran la puerta al capital, nacional y trasnacional, para el control mundial privado de un
patrimonio que hasta hoy continua siendo de todas y todos y que sin duda alguna es vital para la continuación
de nuestra vida. Bajo esa terrible espada, van algunas causales que prueban contra quiénes se afila su hoja:
-

La precondición de soberanía nacional para el acceso a los recursos genéticos o de consentimiento de
los pueblos para otorgar el uso sobre su conocimiento tradicional asociado, por cierto establecida en el
CDB, desaparece y se impone una modalidad que da acceso libre para ingresar a los Estados y a los
pueblos. El reparto de beneficios derivado de la valoración económico-comercial de los genes y
conocimientos tradicionales extraídos, se sitúa ahora no sólo como la nueva precondición sino incluso
como la base de la conservación del material genético y sostenibilidad de los saberes tradicionales.

-

Sobre las bases para obtener el consentimiento y el acceso a los bienes naturales de los pueblos, se
establece que los Estados tendrán el derecho de definirlas, tomando en cuenta (sólo) la cultura de
aquellos, es decir, sin condición de obligatoriedad. Para el acceso a su conocimiento tradicional, en el
4
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artículo 7° (de dicho Protocolo), se mandata a los Estados (fuente) a asegurar a los usuarios, en este caso
las empresas, el acceso. En otras palabras ello significa que los pueblos no podrán decir NO, y si lo dicen,
el Estado tiene la obligación de tomar medidas que correspondan para evitarlo. Incluso oponerse
basándose en la incompatibilidad del uso tradicional de ese conocimiento con el uso comercial tampoco
será posible, pues precisamente para neutralizar ese argumento -y también eventuales alegatos
judiciales-, el Protocolo establece que hay una gran diversidad de circunstancias en que los pueblos
tienen o poseen sus conocimientos tradicionales, lo que además contradice el informe sobre Patrimonio
intangible de los pueblos originarios de la ONU (Erica-Irene Daes, 1997).
-

En el tema que refiere a los alimentos, los intereses de las empresas también prevalecen por sobre los
de las naciones y los pueblos, porque se impone el término de SEGURIDAD ALIMENTARIA, por sobre al
parecer “añejo” de SOBERANÍA ALIMENTARIA, de tal manera que hoy las empresas serán las que
garantizarán la provisión y tipo de alimentos y no las naciones que son quienes poseen y tienen el
dominio pleno sobre la tierra y los bienes naturales para su propio sustento. Esto no es un hecho menor,
porque ya hay una marcada tendencia para el desplazamiento de nuestras semillas criollas (genes y
códigos) para sustituirlas por semillas supuestamente mejoradas, transgénicas y hasta sintéticas,
mismas que al ser patentadas, inhiben su reproducción libre y con ello las empresas controlan la
distribución, y el precio de los alimentos en el mundo entero. En este contexto, también hay una clara
violación a la libre determinación de los pueblos y un desprecio etnocida a su sabiduría y cultura.

-

En el tema de la salud los laboratorios farmacéuticos también se llevan lo suyo. El preámbulo del
Protocolo prescribe que, en caso de emergencia sanitaria, los Estados deberán asegurar a los usuarios
(empresas), un acceso expedito a los patógenos para el desarrollo comercial de nuevas medicinas. Con
ello el derecho humano al acceso libre y gratuito de la atención a la salud, que incluye medicamentos,
sobre todo tratándose de emergencias sanitarias, queda completamente liquidado y a merced de los
intereses y decisiones de esas corporaciones.

-

La cooperación neocolonial. Bajo el disfraz de la cooperación, el artículo 22° mandata que se capacite a
los “países en desarrollo” sobre cómo aplicar el Protocolo, labor que implícitamente queda a cargo de
los países desarrollados. Esto equivale tanto como a decir que será el rico/comprador quien capacitará a
un vendedor potencial (un país o una comunidad pobre), sobre cómo venderle sus bienes naturales
(genes y conocimientos) que, más tarde, el propio capacitador trasnacional va a vender. Nada nuevo
hablando de la injusta división internacional del trabajo, pero ahora se rotula en una ley.

Por último, vale la pena resaltar, que a pesar de tanta certeza jurídica y las grandes ventajas comerciales
para el capital empresarial, el Protocolo de Nagoya ha sido ratificado apenas por algo más de la tercera parte
(68) de los países que han ratificado el CDB (193). Probablemente porque para unos, los saqueadores, el amago
legal a las víctimas resulta todavía insuficiente; y para otros, los países proveedores con un mínimo de dignidad
soberana -destacadamente de la región de la Amazonía-, se trata, y sin mucho disfraz, de un robo legalizado,
pero también, y acaso más grave si ratificaran, de la privación del uso soberano de recursos fundamentales y de
la destrucción concomitante de la memoria cultural de sus pueblos y naciones.
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EL PROYECTO GIZ-CONABIO O LA PERVERSA LLAVE MUNDIAL PARA EL ACCESO
Los hechos en el tiempo. “LA LLEGADA DEL ESTADO ALEMÁN” (2011).

Meses después de haberse aprobado el Protocolo de Nagoya, el 30 de agosto del 2011 la Secretaría de
Medio Ambiente y Recursos Naturales (Semarnat) comunicó (Com. 386/11) que los gobiernos de Alemania y
México -ambos gobernados entonces por partidos miembros de la Democracia Cristiana Internacional-, habían
acordado ejecutar un proyecto en México para; 1. Crear reglas comunitarias (protocolos bioculturales) y
construir la capacidad institucional para el acceso a los recursos genéticos (es decir, implementar el artículo 22
del Protocolo) y, 2. Consolidar territorios indígenas. Ese mismo día se realizó la botadura del buque de guerra
más grande de la armada de México, al que se bautizó como el “Montes Azules”. Un mes antes (julio) el ministro
de exteriores alemán Guido Westerwelle visitó la Reserva de Montes Azules y el sistema de noticias de la
embajada de Alemania en México reportó; “esta es una selva de gran relevancia por su gran biodiversidad”, lo
cual delata sus intenciones de ubicar a la misma como el territorio joya para el saqueo pero también explica el
por qué el gobierno mexicano está presionando para forzar el deslinde agrario pendiente en la zona ¡desde hace
43 años! requerido como certeza jurídica para la inversión. Dicho sea de paso que la imposición excluyente de
ese deslinde agrario (que hubiera puesto en situación de ilegalidad a decenas de poblados) dio origen, entre
otras resistencias, al nacimiento del Ejército Zapatista de Liberación Nacional hace treinta y un años.
El 23 de noviembre de ese mismo año, el proyecto definitivo se firmó en Bonn, Alemania, y en México,
en ocasión del día de la Marina, se realizó el abanderamiento del buque Montes Azules.

Se define el texto ejecutivo (2013)
En mayo del 2013 la CONABIO, quien funge como la institución en México responsable de maquilar el
proyecto para el Estado alemán y sus empresas, concluye el Documento Base del proyecto al que llama
“Gobernanza de la Biodiversidad”, omitiendo las palabras acceso y recursos genéticos, justo para crear un
lenguaje asertivo pero a la vez confuso para las comunidades, organizaciones y hasta para los investigadores.
Cabe resaltar que no es poco lo que el saqueador y sus cómplices locales se juegan, como tampoco lo fue la
década perdida en ganancias y control mundial, a causa de la abolladura que hace catorce años detuvo al
gobierno estadounidense en Chiapas, territorio baluarte para este saqueo. Si a ello agregamos el desprecio a la
transparencia pública, entonces podemos entender y explicar mejor esta parte de su disfraz.
La otra parte, insinuada, tiene que ver con un componente adicional del proyecto que fue agregado a
última hora por los gestores ambientales del gobierno mexicano en su era PRI/Verde: la incorporación al circuito
comercial de la totalidad de la biodiversidad, es decir, lo que no se lleven las trasnacionales será igualmente
tasado, por el valor asignado en un mercado de segunda mano. No se dejará ningún resquicio, ninguna braza
encendida que pueda reencender la pradera cuando finalmente toda práctica colectiva se seque. Es la
reconversión cultural hasta el último rincón de la memoria, la solución final del fascismo ambiental para pueblos
y comunidades y el fin de los bienes comunes, de lo sagrado y de la solidaridad. Van por todo.
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Entre otras medidas y propósitos de este proyecto “binacional”, que confirman dramáticamente la intención
autoritaria, etnocida, desnacionalizante y trampas en que se basa, destacan las siguientes:
1. En las áreas naturales protegidas (ANP) o de alta biodiversidad, el tema de ABS (comercio de genes y
conocimientos tradicionales asociados) será introducido a través de la propuesta de uso, manejo y
valoración económica de la biodiversidad y sus conocimientos tradicionales, y una vez que acostumbren
a los pueblos a vender lo que usan y conocen, entonces introducirán conveniente y cuidadosamente el
tema de lo que aparentemente no usan ni ven, los llamados genes.
2. La protección de los conocimientos tradicionales se basará en los resultados de una consulta nacional
“sobre el tema” que risiblemente fue realizada en el 2010 por la oficina indigenista del gobierno (CDI).
Consulta por cierto supervisada por gente de la CONABIO que siempre permaneció en las mesas aunque
sin hablar, en la que jamás se informó sobre el tema a los convocados, que en el caso del Estado de
Chiapas fueron cuatro, incluidos dos empleados del gobierno estatal, y ninguno de la Selva donde
corrían tiempos de rebelión campesina precisamente contra estas nuevas amenazas.
3. Las empresas farmacéuticas, de alimentos y cosméticas se consideran actores clave.
4. La primera compra de conciencias (despistadas o ya muy acostumbradas), aparece en la cita de;
“colaboradores destacados del proyecto”, en donde se menciona a la red de Etnoecología y Patrimonio
Biocultural, al Centro Mexicano de Derecho Ambiental (CEMDA), al Grupo de Estudios Ambientales
(GEA), y al investigador Víctor Toledo Manzur, a quien se le brinda una caricia especial.

Las vías de hecho, el caso Chiapas. Para ingresar a la zona más sensible de la Reserva de la Biosfera
Montes Azules, Selva Lacandona, la CONABIO está usando al menos dos estrategias para forzar el consenso en
los territorios, porque mal se vería en una Cumbre Mundial que las principales comunidades y pueblos con gran
biodiversidad del país no estén de acuerdo con el proyecto:
1. Instrumentalizar a la Universidad Intercultural de Chiapas, la UNICH, para que envíe a los estudiantes a sus
comunidades de origen a sacar acuerdos a favor, tal como ya lo han intentado en la Montaña de Guerrero, en
donde son los propios hijos de los pobladores, estudiantes de la intercultural de Gro., quienes son utilizados y
manipulados para el saqueo de sus pueblos, aunque en Gro., el Consejo de Autoridades Agrarias en Defensa del
Territorio y en Contra de la Minería y de la Reserva de la Biosfera han impedido que ello suceda; y
2. Contratar los servicios de un tal Martín Longoria Hernández quien fuera jefe y organizador del grupo
paramilitar SLOP (Raíz) que intentó detener el levantamiento zapatista de 1994, exdiputado federal del PRD,
asesor de gobiernos y actual director de coinversión de Oxfam Internacional México. Después de 22 años de
ausencia en la zona llegó otra vez para convencer a los pobladores. A pesar de su gran capacidad de manipular y
encubrir, la gente quedó con dudas sobre el origen de lo que había llegado a ofrecer, dudas que se resolvieron
en el mes de septiembre cuando se enteran que en una comunidad vecina (no organizada), el mentado Martín
Longoria declaró “en corto” que la oficina que lo enviaba a esa zona “difícil” era la CONABIO.
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Una perla más de estos traidores. Esa CONABIO está entregando puestos medios a técnicos alemanes
enviados por la GIZ, simultáneo al despido de personal mexicano. ¿Cómo parte del acceso acordado en Bonn?

UNA APURADA RATIFICACIÓN ALEMANA DEL PROTOCOLO PROVOCA PASO EN FALSO
El pasado jueves 15 de octubre en apurada convocatoria a sesión plenaria que tomó por sorpresa incluso
a la Secretaría General del CDB, el Bundestag (Parlamento Alemán), ratificó el Protocolo de Nagoya y aprobó su
ley nacional para implementarlo y cambios a su ley de Patentes. Este hecho se dio sospechosamente una
semana antes de iniciar nuestra reunión cuyo objetivo público central era precisamente denunciar ese Protocolo
y su Proyecto ejecutivo en México. No obstante, y a pesar de haberles enviado una carta conminándoles a no
ratificar, todos los partidos ahí representados aprobaron la ratificación del Protocolo lanzando vivas a una nueva
era de justicia global (sic), pero a la hora de votar su traducción nacional: la ley de implementación en Alemania
y los cambios a su ley Patentes, la minoría legislativa de La Izquierda (Die Linke) y Los Verdes (B90/Grüne) no
estuvieron de acuerdo. Quince días antes, en una audiencia legislativa para discutir las propuestas que la
mayoría iba a presentar, el representante de la GIZ sintetizó esa oposición cuando le reclama a la mayoría
gobernante demócrata cristiana-socialdemócrata (CDU/CSU y SPD) que su propuesta de implementación y
reforma a la ley de Patentes significaba una violación grave al Protocolo de Nagoya, porque no se consideraba la
actividad comercial dentro de las reglas de uso del material genético proveniente de otro país, lo que abría de
nueva cuenta la ruta a la biopiratería, como tampoco se establecía sanción para quien no demostrara el origen
lícito de su material genético. Sobre los conocimientos tradicionales a ser utilizados por las empresas ahí ya de
plano ni el término se ponía. La expresión “con esta ratificación enviamos una señal a nuestros socios de que
Alemania es un país confiable en el tema” hecha el día de la aprobación en el parlamento, por la representante
del gobierno y después por el diputado (bioquímico) del partido mayoritario gobernante (CDU) que leyó un texto
escrito por alguien más, abren aún más la sospecha sobre una posible alerta enviada por el gobierno de México
al gobierno alemán señalándole ese resquicio de crítica social en puerta y urgiéndole a ratificar cuanto antes el
protocolo, acción blitz que, al final, al menos para el gobierno mexicano, le salió peor pues la apurada ley de su
socio sobre el tema acabó violando, y de qué manera según los expertos de la propia GIZ, el Protocolo de
Nagoya soporte jurídico y político del proyecto “Gobernanza de la Biodiversidad”.
En síntesis, la clase política alemana, colonialista y racista representada en el Bundestag, estuvo de
acuerdo en que saquear a los países biodiversos y a sus comunidades es legítimo, justo y constituye la base de
todo progreso, aunque se dividió a la hora de definir la estrategia del robo. Para la llamada izquierda es legítimo
si se pacta y el ladrón abraza a la víctima, y para la derecha mayoritaria el mundo es como es y a lo que sigue.
Encabronamientos aparte, es obvio que surgen muchas interrogantes al respecto, pero destacamos dos;
¿puede continuarse un proyecto, cuyos resultados pretenden mostrarse durante la reunión mundial sobre
biodiversidad a celebrarse en México el próximo año, como la guía universal de reglas de acceso basadas en el
Protocolo de Nagoya, cuando su principal impulsor, el gobierno alemán, ha incurrido ¡en la misma sesión! en
violaciones graves a ese instrumento en la legislación de implementación y en ley de patentes aprobadas por su
mayoría parlamentaria?; desde esa abierta contradicción denunciada ¡por el experto de la propia GIZ ante el
parlamento!, ¿puede sostenerse moral, ética, política y jurídicamente aún su proyecto en México?
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LA REGULARIZACIÓN AGRARIA EN LAS ÁREAS NATURALES PROTEGIDAS, LA PRESIÓN PARA CONSTITUIR
NUEVAS ÁREAS NATURALES PROTEGIDAS Y NEGOCIOS INMOBILIARIOS EN TIERRAS COLECTIVAS
El primero de estos dos asuntos, la regularización, fue abordado durante nuestra reunión para mostrar,
por un lado, los claros fundamentos prescritos en la legislación ambiental (Ley General del Equilibrio Ecológico y
Protección Ambiental) que ordenan a la autoridad establecer un programa de regularización agraria urgente
para las poblaciones asentadas en las ANPs, y por el otro, el abierto desacato gubernamental a cumplir, como
ocurre en el caso de la Reserva Montes Azules. Lo relevante de estas disposiciones es que, al provenir de una ley
general sus disposiciones aplican para cualquier otro caso de hermanos y hermanas posesionados de manera
irregular en las más de 25 millones de hectáreas terrestres que actualmente tiene el país bajo alguna categoría
de ANP, sean poblados sin dotación presidencial o núcleos agrarios titulados que hayan excedido sus límites.
El segundo asunto, la presión del ambientalismo institucional para imponer nuevas Áreas Naturales
Protegidas en las zonas de alta biodiversidad. A propósito, y bajo el pretexto de dar cumplimiento a las “metas
de Aichi” (que mandan a los países tener para el 2020 el 17 por ciento de su jurisdicción terrestre cubierta con
áreas protegidas), la Semarnat anunció en 2014 que en México esta meta se alcanzará en 2018 (actualmente
“sólo hay 25 millones”). En medio de este embate, el Consejo Regional de Autoridades Agrarias por la Defensa
del territorio y en Contra de la Minería y de la Reserva de la Biosfera en la Montaña de Guerrero y otras
organizaciones sociales, lograron detener el año pasado la imposición de una Reserva de la Biosfera federal en
su territorio, impulsada dos años atrás por Carlos Toledo Manzur, entonces Secretario de Medio Ambiente y
Recursos Naturales del Estado de Guerrero y miembro del cartel ambiental que encabeza la muy conocida Julia
Carabias, la misma que en 1996 impulsó las reformas legales que mandan regularizar los poblados en las ANPs.
El caso del ejido Chablekal, en Mérida, Yucatán. Decenas de pobladores avecindados, nativos del pueblo
de Chablekal que es también un ejido, han sido despojados de su derecho a la tierra y del disfrute de sus
recursos por la venta de las tierras ejidales a empresas privadas. Derivado de la presión y engaños hechos por la
Procuraduría Agraria local a los titulares agrarios, la mayor parte de la superficie del ejido ha sido vendida a
empresas inmobiliarias que ya despejan los terrenos para levantar fraccionamientos de alta plusvalía. Los
despojados han tomado las tierras restantes en un intento por detener la venta y despojo de la última porción
del territorio, lo que los ha enfrentado con los titulares, muchos de ellos familiares suyos, aunque otros, que en
su momento también vendieron sus partes, han empezado a apoyar esta resistencia reconociendo el error que
cometieron y denunciando los engaños y presiones de las autoridades para que vendieran. Este caso es uno más
de muchos otros que ocurren en todo el Estado de Yucatán y en el país, impulsados por el mal gobierno para
beneficio de los empresarios locales y extranjeros. Ante ello, a finales de agosto del 2013 los pobladores
despojados avecindados en Chablekal constituyeron la Unión de pobladoras y pobladores del pueblo de
Chablekal, por el derechos a la tenencia de la tierra, el territorio y los recursos naturales, y se han posesionado
de las últimas tierras de su ejido para impedir su venta y el fin de su pueblo. Partidos políticos, gobiernos y
empresas, a través de la SEMARNAT, la Secretaría de Turismo, la SEDESOL, la Procuraduría Agraria con su
programa trampa el FANAR para que el campesino venda, y los tribunales agrarios en el Estado, son, a cual más,
declaran las compañeras y compañeros de Chablekal, quienes CHINGAN AL PUEBLO.
Fuera pueblos, sólo recursos y usos útiles se permitirán, es la orden y viene de muy arriba y de muy afuera.
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LA CONSERVACIÓN PARA RESGUARDAR EL TESORO: SERVICIOS AMBIENTALES Y REDD+
El engaño. Compañeros de la región de la Chinantla, en Oaxaca, expusieron como el mal gobierno, no
conforme con sacarles su consentimiento mediante un cuento para animarlos a entrarle al programa de pagos
por servicios ambientales, cuando la CONAFOR les regresó la documentación que días antes les había hecho
firmar advirtieron, que en el recuadro correspondiente al periodo de años la autoridad le había agregado un dos
de tal manera que ahora se leía y lee 25 años.
La verde Costa Rica. Este país tiene la historia más larga en la institucionalización del despojo de los
bienes comunes y su mercantilización. En 1989, se crea el Instituto Nacional de Biodiversidad (INBio, semejante
a la mexicana CONABIO), cuyo objetivo central era la búsqueda, principalmente en las Áreas Protegidas, de
recursos genéticos de utilidad comercial, justificándose este desprendimiento de bienes públicos en los grandes
beneficios que la sociedad obtendría. Después de 25 años de “negocios” genéticos sobre todo con empresas
farmacéuticas, el INBio ha anunciado que está a punto de la quiebra; los beneficios fueron un cuento, o mejor
dicho, un engaño. Del lado de la conservación, el Estado costarricense ha propuesto una nueva estrategia a
través del proyecto REDD+, el cual pretende implementar principalmente en los territorios indígenas, sin
consentimiento y sin participación integral de todas las comunidades, afectando directamente el uso tradicional
de sus bosques. Dentro de sus territorios esta iniciativa está creando conflictos internos, división que desde
luego sirve para que, tarde o temprano, las empresas impongan sus proyectos y su modelo social.
En México el gobierno federal promueve, a su vez, los bosques y selvas de Chiapas como el lugar ideal
para la puesta en marcha de la estrategia REDD+, casualmente en los sitios con mayor biodiversidad y no en
aquellas regiones del país con mayor volumen de bosques (la mesa central y el norte) donde podría esperarse
una mayor captura de carbono atmosférico y negocio de los bonos resultantes. Detenido a principios del 2013
su proyecto en Chiapas (focalizado en la Reserva de la Biosfera Montes Azules) operado desde el 2010 por el
entonces gobernador Juan Sabines Guerrero (hoy cónsul de México en la ciudad de Orlando Florida y elector de
Estado del primer gobernador “Verde” en el país), el programa, gestionado desde el Estado de California, busca
reiniciar proyectos otra vez en diversas partes del mundo y cuenta ya con varios “compradores”, como la ciudad
de Nueva York, alertó durante los días que nos reunimos la organización no gubernamental Amigos de la Tierra.

Laudato Si, la Casa Común
El dirigente de la Iglesia católica, un obispo no europeo curtido en los barrios pobres de Latinoamérica,
desentrañando la base de la crisis ecológica planetaria a partir del análisis y experiencias de organización y
resistencias de pueblos y movimientos sociales, publicó el pasado mes de junio una carta encíclica denunciando
las causas estructurales del daño a la tierra: la exclusión de los pobres y el despojo de los bienes comunes por un
sistema basado en el lucro, el individualismo egoísta, la reducción de las relaciones sociales a utilitarias
relaciones de mercado, la especulación financiera, y la corrupción y función de peón del capital trasnacional que
en ese sistema toca a los gobiernos de países en vías de desarrollo. Pero también describe los espacios y la ruta
de la esperanza a la que nos convoca: la vida comunitaria y solidaria de los pueblos indígenas y campesinos, su
visión sagrada de la tierra y sus bienes, la creación de colectivos no gubernamentales que enfrentan al
capitalismo, la organización local, la cooperación, y el ejemplo de quienes caminan al lado de los pobres.
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PRONUNCIAMIENTO
Derivado de la reflexión y el análisis sobre las nuevas y graves amenazas de despojo que, como jinetes
del apocalipsis vienen sobre nuestros territorios y culturas, disfrazados de conservación y aprovechamiento
sustentable, y de la mano de gobiernos entreguistas, corruptos y desnacionalizados, los firmantes, integrantes
de comunidades y organizaciones indígenas y campesinas de los estados de Chiapas, Guerrero, Yucatán y
Oaxaca, así como de organizaciones no gubernamentales de Costa Rica, Chiapas y California, manifestamos
nuestro total rechazo a la política de simulación verde/ecologista y a la compra venta de los bienes naturales
comunes que para nosotros están contenidos tanto en la naturaleza como en la sabiduría milenaria que han
acumulado los pueblos originarios y que siempre los han compartido para todos, sin menoscabo de su
solidaridad para con el mundo entero, a pesar de siglos de colonialismo y destrucción de sus propios procesos
históricos y culturales que el autollamado mundo occidental en su era capitalista ha organizado contra ellos.
El engaño ABS. En 25 años de proyectos de acceso a recursos genéticos y conocimientos tradicionales
(ABS), en las más diversas bioregiones del mundo, no existe un solo caso, uno solo de los cientos que ha habido,
en que el paraíso prometido a países y comunidades pobres no se haya convertido en un infierno. Y en esa larga
historia de engaño el Protocolo de Nagoya llega como el mecanismo marco de libre mercado desde el cual
habrán de definirse los términos y condiciones en que se encenderá ese infierno. El Proyecto GIZ-CONABIO del
gobierno alemán y mexicano, la propuesta piloto ejecutiva para definir esos términos y condiciones –reglas
directrices le llaman- que serán promocionadas en un año ante el mundo como las ideales.
En esa ruta de abuso legalizado, la abierta transgresión del Bundestag alemán el pasado 15 de octubre
sólo confirma la naturaleza racista de la clase política de los países participantes en este hipócrita maquillaje,
una curtida mafia de traficantes sin control ni remedio, incluida su autodenominada izquierda, que aquí y allá
define quiénes están autorizados a vivir y el lugar que les toca. La extensa respuesta enviada por la fracción del
partido de los Verdes (B90/Grüne) y la diputación de la izquierda (Die Linke) a nuestra petición de no ratificar el
Protocolo de Nagoya, sólo redunda excusas y afirma posiciones neocoloniales. Ya la daremos a conocer.
Para nosotros, en este tema, como en otros, no hay más: o estás con ellos o estás con los pueblos, con
tu patria, del lado de tu gente. Aquí la indefinición no es opción, ni que te llames CEMDA, GEA, o Víctor Toledo.
La vía imperial. En el borrador del Acuerdo TransPacífico (ATP) aprobado hace un mes en la ciudad de
Atlanta, la comercialización de los recursos genéticos es el gran nuevo sector. Poco importa que los Estados
Unidos no hayan firmado ni siquiera el CDB, para eso son los amos. Pues bien. Así como al gobierno alemán lo
enfrentaremos, también a ellos los esperamos; hace tiempo que nos conocemos: más de tres siglos.
En la cuestión agraria. La negativa pública del Estado mexicano a establecer un programa de
regularización de la tenencia de la tierra, como se lo ordena la ley general ambiental del país (art. 63° de la
LGEPPA), no rendirá a los campesinos, en su mayoría indígenas, ni tampoco, por cierto, despachará órdenes de
aprehensión en contra de las autoridades que han incurrido en este abierto desacato porque en nuestro país la
justicia no existe, pero sí tensará aún más la luida cuerda que mantiene la frágil paz en esas regiones burladas,
donde por cierto se registran los inventarios más altos de biodiversidad pero también de ambición trasnacional,
la verdadera autora y beneficiaria de esa negativa a cumplir la ley.
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A contracorriente, la presión y trampas del gobierno para imponer nuevas Áreas Naturales Protegidas
en los territorios indígenas so pretexto de mil y un acuerdos internacionales, abre un nuevo frente de lucha y
resistencia para los pueblos, especialmente para aquellos que ya han sido “invitados” a ceder, pero también
para quienes, habiendo detenido la amenaza como en el caso de la montaña de Guerrero, saben por experiencia
que el poder siempre vuelve y de peor manera. ¡9 millones más de hectáreas deberán cubrirse para el 2018!
Pero en México el capital es quien manda y quien decide en todas las áreas qué es coherente, y el área
ambiental no es la excepción. Por eso, cuando zonas ejidales destinadas a Reservas, tal como ocurrió en
Chablekal, Mérida, son avistadas como un bien rentable para negocios, por ejemplo, inmobiliarios de alta
plusvalía, la Procuraduría Agraria se moviliza para presionar a los ejidatarios a que vendan sus tierras mientras la
autoridad ambiental se hace a un lado al paso del inversionista.
Los servicios ambientales o Áreas Naturales Protegidas temporales. Quién podría estar en contra de
cuidar; pero, bajo este régimen corrupto y refractario a todo lo que suene a soberanía, ¿para quién o para qué
se protege? Ese es el punto, que explica también las trampas y las presiones como se ha venido imponiendo este
programa y las resistencias a aceptarlo. En el borrador, por ejemplo, del ATP (dado a conocer por Wikileaks), se
dice en el artículo 13 que las partes “fomentarán la conservación y sustentabilidad de la diversidad biológica
para aprovechar los beneficios derivados del uso de los recursos genéticos”. Y agrega que todos los programas de
cooperación y de inversión en los llamados bienes y servicios ambientales “se darán para el comercio mundial.”
¿Para quién se conserva entonces?, ¿desde dónde se está decidiendo el destino de nuestros territorios?
La resurrección del programa REDD+ en California para intentar implementarlo otra vez en nuestro país
y en los que se dejen. Bueno. Hace tres años, con motivo de la aplicación de este programa en la Selva de
Chiapas, un grupo de pobladores de varias comunidades de la Reserva de Montes Azules, acompañados de
organizaciones, nos movilizamos, el programa se detuvo y así fue que nació nuestro movimiento Redeldía de los
Montes Azules. ¿Cuántos movimientos tiene que haber y redeldías surgir para que la arrogancia capitalista
entienda el alcance de nuestra palabra cuando les dice NO? Va otra vez: ¡NO queremos su REED+!, ¡fuera!
Las universidades interculturales, centros de reordenamiento cultural. Al menos las de Chiapas y de
Guerrero, opciones para estudiantes de origen indígena y campesino provenientes de las regiones más pobres
del país pero también más abundantes en recursos naturales, fueron concebidas y son usadas para “generar
gobernabilidad” en esos lugares. Enviar a los estudiantes de regreso a sus pueblos para disuadir procesos de
resistencia, revertir modos comunitarios de organización territorial y conseguir la aceptación de los programas
del gobierno, incluso aquellos directos llevados por la inversión privada, es una tarea que les imponen como
parte de su acreditación y hasta de su futuro profesional.
Una palabra que se tardó dos mil años en llegar. Para los pueblos de confesión católica, especialmente
en aquellas regiones donde hay comunidades eclesiales de base, la encíclica Laudato Si del papa Francisco es un
escudo y un aliento que reconoce y anima a multiplicar el modo de organización comunitaria, pero también su
defensa. Esperamos que los servidores de la iglesia acompañen, brazo con brazo y con los sacrificios que vengan,
este camino de lucha y resistencia, para la salvaguarda de los bienes comunes de nuestra casa común.
Así los hechos, su análisis y que es en servicio de nuestra patria, nuestras comunidades y los pueblos del mundo
que hacemos esta lucha para que lo que aún queda para todos y todas lo siga siendo, acordamos denunciar:
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A) Al proyecto “Gobernanza de la Biodiversidad” que el gobierno alemán paga al gobierno mexicano para
que, a través de la CONABIO, elabore las reglas piloto globales que se presentarán en la COP13 del CDB
en diciembre del próximo año como el justo modelo para el saqueo de genes, de saberes de los pueblos
y de la biodiversidad que quede;
B) A la Universidad Intercultural de Chiapas de estar enviando a las comunidades a sus estudiantes a sacar
firmas y actas de aceptación del Protocolo de Nagoya y del proyecto GIZ-CONABIO; la emplazamos a que
informe su plan de trabajo en que basa este engaño, las comunidades objetivo y sus avances;
C) A la Universidad Intercultural del Estado de Guerrero por ser plataforma para introducir programas y
proyectos gubernamentales que las dependencias no han logrado imponer en las comunidades; y
D) A las colaboracionistas organizaciones paragubernamentales CEMDA, GEA, Red de Etnoecología y
Patrimonio Biocultural y al tal Víctor Toledo Manzur, por vendepatrias maquillados de verde;
Y acordamos también convocar:
A los Pueblos y comunidades indígenas y campesinas de México y el mundo:
1. A fortalecer nuestra vida comunitaria animando también a lograr acuerdos internos.
2. A avisar a más comunidades, grupos y personas para que se sumen a esta resistencia.
3. A Prohibir la entrada a estudiantes, investigadores o personales de gobierno y paragubernamentales
(oenegés que promueven proyectos del gobierno) que quieran hacer colectas, bioprospección,
diagnósticos, dar talleres de plantas medicinales o sobre el uso y manejo de la biodiversidad (porque
casi nunca se menciona el proyecto GIZ-CONABIO), o sean de la CONANP o de esa CONABIO o de las
universidades interculturales de Chiapas o Guerrero (UNICH y UNIG), hasta que no se cancele ese pinche
proyecto de saqueo y destrucción y esas dependencias dejen de engañar a la gente.
4. A repudiar las patentes, ese Pukuj (diablo) que mata nuestros bienes comunes y la cultura comunitaria;
A quienes acompañan o estén dispuestos a acompañar a los pueblos y comunidades en esta lucha:
5. A los Centros de Derechos Humanos, a publicar esta Declaración y a incluir este tema en su agenda
como un asunto de urgente reflexión, y difundirlo entre sus redes, grupos y regiones de incidencia;
6. A los medios, organizaciones, colectivos, estudiantes y empleados públicos valientes, a dar seguimiento
a esos proyectos para ampliar más la información reportada y mantenerla actualizada.
7. A traducir, elaborar materiales y difundir estas amenazas, sobre todo en los territorios con más riesgo.
A las organizaciones de la sociedad civil, grupos solidarios y centros de enseñanza e investigación (ECOSUR,
Universidades Interculturales, CIESAS, UNAM, UAM, COLMEX, POLITÉCNICOS, entre otros):
8. A definirse públicamente frente o del lado del Protocolo de Nagoya y su proyecto GIZ-CONABIO,
y a pronunciarse sobre el desacato agrario de la autoridad a regularizar poblados dentro de las ANPs, la
presión que existe sobre los territorios para imponer nuevas ANPs y la venta de tierras agrarias;
A las iglesias, centros de derechos humanos, sociedad civil, colectivos, grupos solidarios y centros de enseñanza
e investigación de países llamados usuarios de nuestros recursos, especialmente del país de Alemania:
8bis. A también decir su palabra respecto al Protocolo de Nagoya y el proyecto GIZ-CONABIO en México;
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A todas y a todos en general:
9. A Alertar sobre el ATP, denunciar el Protocolo de Nagoya y rechazar el proyecto GIZ-CONABIO en los
modos y con las opciones que cada pueblo, organización, grupo, escuela o centros de enseñanza e
investigación use y vea posibles en su región, territorio o espacio;
10. A manifestarse de manera pacífica y legal pero con todo, el próximo 17 de Noviembre en la reunión de
empresarios y el proyecto -CONABIO, que tendrá lugar en el Hotel W, en la calle de Campos Elíseos, en
Polanco, así como estar atentos a sus siguientes acciones. Jitomate y huevo podrido se valen.
11. A denunciar el reinicio del proyecto lava calzón ajeno llamado REDD+, y buscar impedir su lanzamiento,
de manera urgente, su iniciativa que está a punto de ser relanzada desde California.
A las fundaciones alemanas Henrich Böell (B90/Grüne) y Rosa Luxemburgo (Die Linke):
12. A que aclaren si avalan la ratificación del Protocolo de Nagoya hecha por sus partidos, se suman a su
denuncia o se indefinen como Pilatos;

Como pueblos originarios y campesinos tenemos la obligación moral, ética e histórica de continuar con
el resguardo de nuestros bienes comunes y el uso compartido de ellos, porque para nosotros su cuidado y
multiplicación no están vinculados a su valor comercial, sino antes bien a los propios procesos de vida
aprendidos de nuestra madre tierra que hemos venido construyendo desde nuestros ancestros.
Nos oponemos a que el mundo basado en el dinero, continúe elaborando leyes y políticas para el
saqueo de los bienes naturales comunes, saberes y prácticas tradicionales, así que les exigimos, a las empresas y
sus gobiernos, de fuera o de adentro del país, se abstengan ya de estarse entrometiendo en los procesos que
bajo el derecho a la libre determinación nosotros mismos, los pueblos, habremos de definir acompañados por
quienes han estado y estén sinceramente a nuestro lado.

Firman
Consejo Regional de Autoridades Agrarias en Defensa del Territorio
y en contra de la Minería y de la Reserva de la Biosfera
en la Montaña/ Costa Chica de Guerrero

Centro de Derechos Humanos de la Montaña Tlachinollan
Procesos Integrales para la autogestión de los Pueblos (PIAP)
Consejo de Organizaciones de Médicos y Parteras Indígenas
Tradicionales de Chiapas (COMPITCH)
Unión de pobladoras y pobladores del pueblo de Chablekal,
(Mérida, Yucatán) por el derecho a la tenencia de la tierra,
el territorio y los recursos naturales
Otros Mundos A.C. /Amigos de La Tierra México

La Patria es raíz y fruto comunitarios

Movimiento Redeldía de los Montes Azules
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Why this publication?
23 years have passed since the United Nations Earth Summit adopted the Framework Convention
on Climate Change in 1992, and 18 years have gone by since most industrialised countries agreed to
moderate emission reductions when they signed the Kyoto Protocol in 1997. Yet, emissions caused
by burning oil, coal and natural gas have continued to rise, including in those industrialised
countries that share the main responsibility for the increase in atmospheric emissions since coal and
oil began to fuel the 'industrial revolution'.
In December 2015 in Paris, France, at the annual UN climate summit, governments are expected to
adopt the next big international climate agreement. The role of forests in this future agreement has
been a controversial topic of debate since the proposal for "Reducing Emissions from Deforestation
and Forest Degradation" (REDD) was first discussed at the 2007 UN climate meeting in Bali,
Indonesia. Hundreds of millions of euros have been spent since 2007 in parallel to the UN talks on
REDD. International agencies like the World Bank and governments in favour of forests linked to a
carbon trading mechanism have organised meetings and funded programs to promote their version
of REDD, consultants have been preparing methodologies for REDD projects, carbon companies
and conservation NGOs implement REDD pilot initiatives and model projects, and another set of
consultants has begun certifying those projects and the methodologies they use.
Key aspects that have marked the discussion over REDD include:
•

Despite many years of debate about REDD, the controversies over how to integrate forests
into an international climate regime remain the same as in 2007. In fact, they remain pretty
much the same as they were in 1997 when governments – for good reasons - decided not to
include forests into the Kyoto Protocol's carbon trading mechanisms; 1

•

All those years, a big part of negotiating time has been spent on how to make forests fit into
a financing regime – a carbon market of sorts - with very little time and no progress made on
how governments envisage to actually tackle the underlying causes of forest loss or respect
and strengthen the rights of forest peoples;

•

Forest peoples – indigenous peoples and traditional communities whose way of life has
protected and maintained forests against outside pressure of destruction – have been much
talked about in the negotiations but their voices, analysis of what actually causes
deforestation and experiences of how to protect and restore forests have had at best a
marginal presence in these international climate meetings. Yet, the proposals debated and
the REDD pilot programmes and projects already underway substantially affect this way of
life – not least because the REDD debate continues to be characterized by the false analysis
that vilifies shifting cultivation and agroforestry as a major driver of deforestation. This
report exposes how that false analysis is already jeopardizing ways of life that have protected
forests against outside pressure;

•

REDD has shifted the climate debates at the UN and beyond away from the main driver of
the climate crisis: burning of fossil fuels and the need for system change, including drastic
reductions in greenhouse gas emissions, first and foremost in industrialized countries.

REDD will remain a 'hot topic' ahead of the decisive UN climate meeting in Paris, France, in
December 2015. In this context, the World Rainforest Movement considered it important to
compile the documented experience of what has happened when the REDD project salesmen (and
sometimes, saleswomen) of often-cited model REDD projects arrive in the forest.
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REDD: A Collection of Conflicts, Contradictions and Lies presents summaries of reports from 24
REDD 2 projects or programmes with a common characteristic: they all show a number of structural
characteristics that undermine forest peoples' rights, or fail to address deforestation. As offset
projects, they all fail to address the climate crisis because by definition, offset projects do not reduce
overall emissions: Emission reductions claimed in one place justify extra emissions elsewhere. What
is needed, however, are overall reductions – and steep ones, in particular in industrialized countries.
Offsets by definition cannot help achieve that goal, they are a distraction.
The collection is based on already existing documentation, and the compilation is far from complete.
An expanded Collection of Conflicts, Contradictions and Lies exposing REDD projects that have
weakened or caused harm to forest communities' way of life could also include:
• the 1989 Applied Energy Service Inc. and CARE/Guatemala Agroforestry Project, the first
forest project funded explicitly to offset greenhouse gas emissions 3;
• the Juma Sustainable Development Reserve Project in the Brazilian state of Amazonas 4;
• the Russas and Valparaiso REDD projects in Acre, Brazil 5;
• the Walt Disney and Conservation International REDD project in Peru 6;
• the Profafor tree planting project in Ecuador 7;
• the Ibi Bateke tree planting project in the Democratic Republic of Congo 8;
• the Mai N'dombe REDD project in the Democratic Republic of Congo9;
• the Kibale forest carbon project in Uganda 10;
• the Makira Forest REDD project in Madagascar 11;
• the Climate Care forest conservation and biodigester project in Ranthambore, India 12;
• etc.
They are all known to have caused harm and given rise to grievances from communities in the
project area. One aspect that makes documenting the realities of REDD projects difficult, however,
is that they are often located in remote, hard to reach places where access to and contact with those
critical of the project is easy to control by project proponents.
Yet, even the selection of experiences presented in this Collection of Conflicts, Contradictions and Lies
shows that in many cases, communities were never asked in the first place whether they consented
to the forest carbon project. In many cases, the information provided to communities has also been
biased or incomplete. Where REDD project plans were presented to communities, many promises of
benefits and employment were made by project proponents if the community agreed to the proposed
REDD activity. What the villagers got in return for the promises, however, was mainly harassment,
restrictions on the land use that provides their livelihood and blame for being responsible for
deforestation and causing climate change. In very few of the examples, communities had been
informed that the 'product' these projects generate, carbon credits, would be sold to polluters in
industrialized countries, and that the buyers include some of the largest corporations whose
business is built on fossil fuel extraction – and thus destruction of the territories of indigenous
peoples elsewhere. Small-scale peasant farming, in particular where it involves shifting cultivation,
is vilified in the large majority of REDD projects as cause of deforestation while the major real
drivers of deforestation – extraction of oil, coal, mining, infrastructure, large-scale dams, industrial
logging and international trade in agricultural commodities - remain unmentioned or unaddressed
in REDD initiatives.
Experience also shows that implementation of REDD on the ground has overwhelmingly failed to
secure peoples' rights to their lands. Even where land title might be recognized on paper,
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implementation of REDD projects - especially those that generate carbon credits - is likely to lead to
forest peoples effectively losing the very control over their territories that a title document might
initially grant. Tradable REDD credits are a form of property title. Those who own the credit do
not need to own the land nor the trees on the land, but they do own the right to decide how that
land will be used. They also usually have the contractual right to monitor what is happening on the
land and request access to the territory at any time they choose for as long as they own the carbon
credit.
Finally, it is worth noting that many of the REDD projects presented in this Collection of Conflicts,
Contradictions and Lies have been 'independently certified' - by consultancies paid by REDD project
promoters - with 'silver' or 'gold' distinctions awarded to them for supposedly providing outstanding
social benefits. Contrary to the illusion built with such certification logos, as well as glossy
brochures and fancy videos, however, the REDD experiences documented here highlight some of
the many risks of REDD for forest peoples.
Neither the certification reports nor the case studies reviewed for this collection provide adequate
information about the particular impact of REDD on women. Some contain sections discussing some
gender aspects of REDD. However, in none of the documented examples, gender aspects or the
impact of REDD on women were the focus of investigation, and most contain very little information
specifically on how REDD affects women. In many regions where REDD projects take place women
depend on access to forests in particular for providing for their families.
The logic of offsetting that characterizes the majority of REDD projects is not unique to REDD.
Offsetting has gained momentum as a tool in the context of the 'Green Economy' – because
offsetting allows the continuation of an economic model built on destruction of 'nature' under the
pretence that damage caused has been compensated. Having realized the potential of this tool in
facilitating expansion of corporate activities, mining companies like Rio Tinto and Newmont, food
processing and bio-technology corporations like Monsanto and Bunge, international agencies like
the World Bank and FAO, and conservation NGOs like Conservation International and The Nature
Conservancy are pushing the use of offsetting in new contexts. 13 'Landscape REDD', 'climate-smart
agriculture', 'biodiversity offsets', 'forest restoration credits', 'community development credits' 14 have
all been proposed as ways to allow the continuation of corporate destruction. 15
The calls on governments and international agencies to stop supporting the expansion of 'offsetting'
initiatives, in particular its most advanced model, REDD, have been many. They continue to fall on
deaf ears. Nonetheless, these calls must be repeated because when governments talk of 'scaling up
REDD' or 'introducing climate smart agriculture' the consequence will be more experiences like
those compiled in REDD: A Collection of Conflicts, Contradictions and Lies.
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1 - "We don’t want this conservation area, we want land titles first":
Pur Project, Peru
Who's behind the project?
Pur Projet is a French organisation launched in 2008 by Tristan Lecomte, a key promoter of
'responsible entrepreneurship' in France. Pur Projet offers corporations like construction company
Vinci or energy utility GDF Suez the opportunity to offset their carbon emission by financing Pur
Projet activities. Fundación Amazonía Viva, an NGO established on initiative of Pur Projet, is the
local partner in the project.

What do the project promoters say they are doing?
Pur Projet claims that the project in Peru "is entirely developed and managed by the communities and
their democratic organization who alone define their vision, their objective and activities," and that "Pur
Projet has no interest, no right, neither over their land, nor their production." 16
The project has been certified by the Verified Carbon Standard (VCS) and Climate, Community and
Biodiversity Standard (CCB) standard, receiving a CCB Gold Level distinction for being particularly
“beneficial to local communities”.

What has been happening in reality?
In November 2013, Friends of the Earth (FoE) France visited the Pur Projet project area in the
Martín Sagrado conservation concession in Peru. None of the communities they visited considered
themselves as initiators of the carbon project. One community member told FoE France that "There
are 11 Shawi communities, some hold land titles and some don’t… That we have no land titles is unfair
because, as indigenous peoples, we have always taken care of this land, which nourishes us, provides us with
game to hunt and medicinal plants with which to treat and heal ourselves. We don’t want this conservation
area, we want land titles first, then we will talk about projects.” 17
The regional government granted the conservation concession to a cocoa cooperative,
ACOPAGRO, but the associated carbon rights have been transferred entirely to Pur Projet. The
FoE France report found that local communities had been neither consulted nor sufficiently
informed about the establishment of the conservation concession and the associated carbon rights
arrangements. The project is also based on complex contract arrangements: When a tree is planted
or a plot of forest is formally protected, a land owner signs a carbon contract with the local farmers’
cooperatives. Then, Pur Projet signs an exclusive 80-year transfer contract with the cooperatives for
the carbon rights and resells the carbon rights to polluting companies seeking to 'offset' their
greenhouse gas emissions. Communities have no information about profit generated by carbon
credit sales, nor are they aware of the motivations or identity of the carbon credit end users.
Hundreds of migrants, who had to abandon their land in regions where mining made the land unfit
for growing crops, are affected by the Pur Projet activities. 18 Because their property rights to the
land they have settled on were never officially recognised, they were never formally consulted on
the Pur Projet. Thus, they could not assert their opposition to the control of the REDD project over
the local area’s forests on which they now depend for part of their livelihood. Pinocchio Awards
2014 explains how "Pur Projet has […] set aside a budget of €150,000 for “legal assistance (lawyers) to get
court decision on migrant invasion in the conservation area”. 19
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Find out more about this project :
- Les Amis de la Terre (2014): Carbon vs. Food. A Case Study of the 'Fair Forest Carbon
Compensation' Projects of the French Company, Pur Projet, in the Region of San Martín, Peru.
http://www.amisdelaterre.org/IMG/pdf/brochure_perou_les_amis_de_la_terre_uk_web.pdf
- Les Amis de la Terre summary of responses to Pur Project reactions to the report and video by
Amis de la Terre (2014): http://www.amisdelaterre.org/purprojet (FR only).
- Pinocchio awards Nominations 2014: No need to reduce your emissions, Pur Projet will get you off
the hook! http://prix-pinocchio.org/en/nomines.php

2 - Blaming small-scale farmers as “deforestation agents”: Purus
REDD Project, Acre, Brazil
Who's behind the Purus project?
Moura & Rosa Empreendimentos Imobiliários LTDA; CarbonCo LLC. and Freitas International
Group LLC. are named as partners in the Purus REDD project. Moura & Rosa is a Brazilian
company primarily responsible for the on-the-ground management of the REDD project. The other
two firms, based in the USA, are responsible for initial financing and the marketing of the credits.
London-based broker The Carbon Neutral Company, formerly known as 'Future Forests', facilitated
a carbon credit sale in 2013 to CA Technologies, a U.S.-based IT company. 20 CA Technologies used
them to offset emissions associated with CA World 2013, a conference hosted by the company in a
Las Vegas casino and resort. 21 In 2014, the FIFA World Cup Carbon Offsetting Programme bought
offset credits from the project. FIFA states that the "portfolio of low-carbon projects in Brazil was
carefully selected together with non-profit carbon management programme BP Target Neutral". 22
This REDD project has been certified by the Verified Carbon Standard (VCS) and Climate,
Community and Biodiversity Standard (CCB). The project has a CCB Gold Level distinction for
being particularly “beneficial to local communities”.

What do the project promoters say they are doing?
Project documents present the Purus REDD project as aimed at reducing deforestation pressure on
34,702 hectares of land in the municipality of Manoel Urbano, some 200 km from Rio Branco, the
capital of Acre. "The Purus Project mitigates deforestation through numerous locally-run activities including
agricultural extension training, patrols of potential deforestation sites, through the planned building of better
houses and by installing solar photovoltaic panels for local communities", Carbonfund.org stated in 2014. 23
The project documents claim that without the REDD project, "continued unplanned frontier
deforestation - forest clearing for subsistence agriculture and cattle ranching" would have increased
deforestation in the area. They also claim that in the absence of the REDD project Moura & Rosa
could convert part of the forest to cattle pastures, in “full compliance” with Brazilian legislation.
In relation to unresolved questions of land tenure and use rights, the VCS certification report of 20
October 2014 explains that families living on land adjacent to the project area have been growing
crops or raising animals for over ten years, and thus, have the right to title to this land. The report
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states that: "The project proponent believes that once the details of ownership are worked through with the
[…] family and title is received the clearing of the project lands will cease." 24

What has been happening in reality?
The Purus REDD project involves restrictions on shifting cultivation practises and agro-forestry
activities on which the traditional land users in the area depend. They are rubber tapper families
who also practise small-scale agriculture, largely for subsistence. It is in part through restriction of
these activities that the project aims to generate carbon credits for sale. A 2013 report for the World
Rainforest Movement notes that "This so-called pressure on the forest – resulting from subsistence
agriculture and small-scale livestock grazing, viewed by the project proponents as unsustainable practices – is
the reason for which the 18 families living in the project area (roughly 100 people) are classified as
“deforestation agents”. […] the construction of this narrative of culpability is essential to grant legitimacy to a
conservation project whose creation could only be justified by the existence of an actual threat to the forest." 25
The project documents lack a detailed description of the history of land occupation in the project
areas. Such historical information would show that the families affected by the REDD initiatives
have lived in the area for more than 70, 60 or 40 years (they have settled in the area at different
points in time), and do thus have the right, under Brazilian legislation, to be made owners of the
land because they have occupied and used the land for at least the minimum time required by law.
Such a historical description would also show that communities in all three locations have
undertaken numerous initiatives to obtain tenure security, including for land now part of the REDD
project. Communities have requested dedication of their territories as 'Extractivist Reserve' or
Conservation Unit (Unidade de Conservação – UC). 26

The perversion of Free Prior Informed Consent
“I asked if the document was detrimental to me. He [the representative of Moura & Rosa]
said that it wasn’t, that I could sign it. It was just insurance for us, that we were going to
benefit”, a resident in the Purus REDD project area explained. Those who sign the
Memorandum of Understanding, however, sign a document recognizing the
company as owner of the lands in the Purus REDD project area. This document
could thus be used as evidence against the occupants if they were to seek legal
recognition of their ownership through uninterrupted use of the land at some point.
After the CCB certification audit team declared the document unsuitable (“It is not
appropriate to ask people to sign a document that they cannot read" 27), Moura & Rosa hired
a consultant to re-visit the communities, encouraging community members to
verbally express their desire to join the project instead of requesting they sign a
document. With the adoption of this adjustment, the audit team judged the project
eligible for a CCB “Gold Level” certificate.

The project proponents claim that they recognize the existence of unresolved land disputes in the
project area. However, they state that they will recognize for each family the right to only an area of
100 hectares (a size considered 'small' in this part of the Amazon). 28 Project proponents go as far as
to claim that without the REDD project, the local community would not have “secure and legal title to
land”. They thus suggest that local residents living in the REDD project area will be the main
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beneficiaries of the project because they would no longer face the risk of being evicted from the land.
In return, they would have to be willing to limit their traditional forest farming practise. 29
Forests play an important role in the traditional land use practise, and families have traditionally
occupied areas larger than the 100 hectares the REDD project is willing to recognize as land to
which occupants have legitimate rights. Therefore, the proposal that includes restrictions on the
traditional land and forest use practices of the communities and only regularizes 100 hectares does
not fulfil their rights. Furthermore, the restrictions that the REDD project attempts to impose have
already given rise to a conflict that has yet to be resolved between the occupants of the land and the
owners of Moura & Rosa. For the communities depending on the land and forest formerly used for
extraction of rubber, the REDD project represents a continuation of the process of expropriation
and expulsion of rubber tapper and traditional forest communities - a process, "which Chico Mendes
opposed throughout his entire life". 30

Find out more about this project:
- Verena Glass (2013): Projetos de carbono no Acre ameaçam direito à terra.
http://reporterbrasil.org.br/2013/12/projetos-de-carbono-no-acre-ameacam-direito-a-terra/
- Centro de Memória das Lutas e Movimentos Sociais da Amazônia (2013): Observations on a
private REDD project in the state of Acre, Brasil. http://wrm.org.uy/wpcontent/uploads/2013/11/Observations_on_a_private_REDD_project_in_Acre.pdf
- Cristiane Fastino and Fabrina Furtado (2014): Economia verde, povos da floresta e territórios:
violações de direitos no estado do Acre. Relatório de Missão de Investigação e Incidência.
http://www.plataformadh.org.br/category/relatorias/meio-ambiente/

3 - " Suffering here to help them over there" : Guaraqueçaba Climate
Action Project, Paraná, Brazil
Who's behind the project?
Between 2000 and 2002, US-based conservation NGO The Nature Conservancy (TNC) set up a deal
with three of the world’s biggest greenhouse gas polluters: General Motors (GM), Chevron and
American Electric Power (AEP) to provide USD 18 million TNC would invest in forests and
generate credits to offset their emissions. The Society for Wildlife Research and Environmental
Education (SPVS), a Brazilian NGO, bought land to set up three private reserves covering a total of
20,235 hectares in the coastal Atlantic forest region of Paraná. SPVS is responsible for on-theground implementation of the forest carbon project in these reserves, while TNC´s role included the
management of funds, preparation of carbon measurements and marketing of carbon credits.
Presented internationally as a model 31 by TNC in the early days of the REDD debate, current TNC
material makes no more mention of the project – or lessons learned from the experience.

What do the project promoters say they are doing?
Miguel Calmon, TNC’s former forest carbon director in Latin America, says the following about the
project's objectives on the TNC website. “The Guaraqueçaba Climate Action Project proves that what’s
good for nature is also good for people. […] It was very important to the Conservancy to ensure that local
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people had a stake in keeping the forests around Guaraqueçaba standing. Everyone has to make a living
somehow — so if you can’t farm or ranch, how can your family earn money? That’s why we and our partners
have involved so many community members in income-generating, sustainable enterprises.” 32
Information from a 'Preliminary Project Plan' dated 10 April 2000 and related to the GM reserve
explains that “[a] primary goal of the project is to generate as much as 2 million tons of carbon benefits that
[…] will ultimately be accepted, credited, and available to GM to meet its emission-reductions targets.” 33 The
land bought with the money from the three corporations had been degraded from buffalo grazing
and was to be restored as part of the carbon project. The carbon absorbed and saved in the
vegetation as a result of this restoration provided the carbon credits.
The companies don’t actually own the ‘restored forest’, or even the carbon in the trees; what they
own is the right to market the carbon credits they received in return for their investment that
allowed TNC and SPVS to purchase the land. The three companies had the right to either use the
carbon credits for their own marketing or trade on possible future forest carbon markets.

What has been happening in reality?
According to TNC, "Buffalo ranching, introduced when a road penetrated the region in the 1970’s, has
caused extensive forest clearing for pastures. Unsustainable extractive activities such as logging, heart-of-palm
gathering, over fishing, and hunting were eroding the resource base of Guaraqueçaba’s rich forests." But if a
serious historic analysis of the drivers of deforestation would have been undertaken, it would have
shown how fiscal incentives in the 1970’s led to the large-scale deforestation as a result of logging,
palm heart processing and buffalo ranching incentivised through these fiscal measures. The fiscal
incentives attracted influential ranchers from outside the region who began to register and take
possession of large tracts of land, in many cases through grilagem, the illegal registration and
appropriation of land. Many areas thus appropriated were part of the communal territories of
Caiçara communities. 34 To give up their lands, these communities were often threatened by hired
killers; even buffalo herds were used to force access to their properties. Most families living in the
Caiçara communities had only customary rights over the land, but no registered legal property
documentation – in part because they lacked the political and administrative connections that many
of the new land owners had who acquired large tracts of land from the 1970s.
TNC fails to distinguish this centuries-old traditional Caiçara use of forest gardens and gathering of
heart-of-palm, vines and other forest products from the large-scale destruction of forest that goes
back to the 1970s land grab in the region, stimulated by fiscal incentives from the state government
at the time. The consequences of this inability or unwillingness by the project owners to fully
analyse the history of deforestation are devastating for communities. Harassment of people when
they enter the forests to gather food, wood, or vines are taking their toll. When arrests and the
harassment by the Força Verde - the 'Green Police' who patrol the protected areas in the region –
became ever more frequent, many started to move away from the place that was their home for
generations. “Directly or indirectly, it was through these conservation projects that the population came here
and created a ring of poverty around our city causing a really big social problem here,” the mayor of the
nearby town Antonina explains. 35
TNC stands for both The Nature Conservancy and Transnational Corporations – to the community
at Guaraqueçaba they are one and the same. Two villagers sum up the situation:
“It’s a game that only has economic aims. It favours big businesses and NGOs. They don’t care about the
environment, they care about profit, the NGOs as much as the businesses; through carbon credits, they keep
polluting, they keep earning more. And it’s the community that pays the price for all of this.” 36
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“One day a group went out, looking for vines in an area belonging to our community. In our territory. So we
were chopping down vines and some SPVS employees passed by. In their area they have some police that are
called park rangers and they shot over us – they didn’t get anybody. SPVS doesn’t want us here. They don’t
want human beings in the forest. The land isn’t even theirs, it’s ours.” 37

Find out more about this project:
- REDD-Monitor (2012): Community voices on The Nature Conservancy’s Guaraqueçaba Climate
Action Project: “We’re suffering here to help them over there”. http://www.reddmonitor.org/2012/06/07/community-voices-on-the-nature-conservancys-guaraquecaba-climateaction-project-were-suffering-here-to-help-them-over-there/
- FERN (2012): Suffering here to help them over there. 12-minute video.
www.fern.org/sufferinghere
- Winfridus Overbeek (2009): Green Economy in Brazil, the privatization of the Atlantic Forest.
http://wrm.org.uy/wpcontent/uploads/2013/04/Green_Economy_in_Brazil_the_privatization_of_the_Atlantic_Forest.pdf

- WRM (2012): Disputed Territory. 38-minute film about communities organizing to present their
vision of forest restoration. http://wrm.org.uy/videos/disputed-territory-the-green-economyversus-community-based-economies/
- Jutta Kill (2014): REDD in Brazil. Forgotten failures with consequences that still affect
communities. http://br.boell.org/pt-br/publicacoes

4 – Local groups "cut out of the budget" : Monte Pascoal REDD
project, Bahia, Brazil 38
Who's behind the project?
In parallel to local initiatives that resulted in the creation of the marine Extractive Reserve of
Corumbau in 2000, international conservation groups began promoting ecological corridors in the
Atlantic Rainforest, an idea originally proposed by the Brazilian Ministry of Environment and the
World Bank. Conservation International (CI) and The Nature Conservancy (TNC), the latter
already part of the Guaraqueçaba Climate Action Project at that time, provided funding for the
initiative. TNC proposed to include a ca. 1,000 hectare carbon offset component into the 24,000
hectare conservation initiative. Financial contributions were also received from tree plantation
companies Veracel and Aracruz, facilitated by the regional group IBIO, which has close links to
Veracel. 39 The Brazilian Development Bank BNDES has been funding a restoration project in the
same region, and involving the NGO Natureza Bela which was also partner in the carbon offset
components of the conservation project in 2014. Whether this funding is related to restoration that
will generate carbon credits for sale, is unknown. 40
Carbon contracts were signed with Kraft Foods, a Corporate Partner of CI, and cosmetics company
Natura. However, the project has been facing difficulties since 2012 in locating sufficient land for
restoration to fulfil the carbon sales indicated in the Natura contract. The current status of the
project is unknown.
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In 2010, the Monte Pascoal – Pau- Brasil Initiative was the first project in Brazil to be awarded the
'Climate, Community & Biodiversity' certificate. Although many articles suggest that the whole
Monte Pascoal forest restoration project is CCB certified, in reality, the certification relates only to
the 17 hectares that were planted in connection with the carbon contracts signed with Kraft
Foods. 41 In January 2015, the certification was listed as expired on the CCB website. 42 The status of
the project is unclear.

What do the project promoters say they are doing?
The objectives of the project are described in a project document that was submitted for certification
under the CCB standard. This project document focuses on the 17 hectares of restoration work
undertaken as part of the contract with Kraft Foods. But the document suggests that additional
areas like the 250 hectares included in the carbon contract with Natura would be managed with the
same goal and that additional contracts would be signed to enable the restoration of 1,000 hectares
through carbon offset finance.
The document states that “The main purpose of the project activity is to restore the environmental integrity
of the area" and lists five specific goals including "provide valuable technical skills, work, and income to the
local communities", "increase the quality and stabilize the flow of the waters in the Caraíva River through the
restoration and protection of springs and riparian zones" and "reduce soil erosion.” According to the
document, “a local cooperative will carry out the restoration activities, including planting and maintenance”
and “[n]ew work opportunities will be created by the project for local community members, who will be paid
for their labor inputs. […]. All socio-economic monitoring activities will be conducted by members of local
community associations.”

What has been happening in reality?
The status of project implementation as of January 2015 is unclear. The CCB certification has
expired and websites previously advertising the project do not provide updates on its status.
The project started to face difficulties in finding enough landowners willing to make their land
available for restoration after changes to the Brazilian forest legislation came into force in 2012.
Previously, TNC and CI had argued that because many land owners were violating the legal
obligation to restore, protect and register the forest as called for by law, carbon offset projects
would provide an ‘incentive’ to increase carbon storage in forests, and pay the land owners to restore
the land. Many have criticised this argument as a perverse incentive: Instead of making those who
violate the law pay, they are paid an ‘incentive’ to obey the law. The only property owner still
showing interest in 2013 in providing land for the project was the pulp and paper company Veracel.
The company already has involvement with the project, a brochure described as ‘case study’ on the
website of the ‘New Generations Plantation Project’ is titled “Veracel Celulose. Forest restoration,
carbon storage and income generation: Monte Pascoal – Pau Brasil Ecological Corridor”. But the
company's plantations had also caused much deforestation in the region. During the 1990s for
example, Veracel saw its activities suspended because of the company’s involvement in
deforestation. 43 Consequently, there was opposition to including lands used by Veracel: "Veracel has
social and environmental commitments with the territory that have to be met because they are gaining a lot of
money from the territory. The company has legal obligations to restore."
Whether the missing areas to be restored under the Natura Cosméticos carbon contract were ever
found is unknown. But the project’s problems go beyond having run out of land to fulfil the
obligations of a carbon offset contract, and the risk of the carbon being released long after the
conservation organisations have move on. "The buyer of the carbon credits is Natura; they make shampoo
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and stuff and earn a lot of money, they are only interested in the certificate. If 30 years from now things didn’t
go as planned, if there was no monitoring, Natura may come and enquire ‘where are these trees planted for
us?’ And the name of ANAC is there, we are here, but IBIO is in Rio de Janeiro," the president of a local
organisation noted in 2012.
When problems arose in project implementation, community interests were the first to be discarded.
The local associations ANAC and ASBENC felt booted out, commenting that their only remaining
contribution to the project is their name and signature in project documentation. "The activities to be
carried out by ANAC and ASBENC were cut out of the budget, they were overseeing and monitoring the
planting; that was one of the activities of the two associations but it didn't happen," their representatives
stated in 2012.
Promises made to the local communities regarding employment and other benefits from the carbon
offset project were either never met or lasted only a few years. The shortcomings revealed by the
Monte Pascoal forest offset project are systemic to REDD offset projects: The project provides few,
and mainly temporary benefits to the communities whose real needs remain unaddressed.

Find out more about this project:
- WRM (2013): The Monte Pascoal‐Pau Brasil ecological corridor carbon, community and
biodiversity initiative: another carbon offset failure www.wrm.org.uy/books-and-briefings/themonte-pascoal%E2%80%90pau-brasil-ecological-corridor-carbon-community-and-biodiversityinitiative-another-carbon-offset-failure/
- Jutta Kill (2014): REDD in Brazil - Two case studies on early forest carbon offset projects.
http://br.boell.org/pt-br/2014/12/08/redd-brazil-two-case-studies-early-forest-carbon-offsetprojects
- Renata Bessi & Santiago Navarro (2014): Brasil: REDD sigue la ruta del colonialismo en tierras de
los guerreros Pataxó. http://upsidedownworld.org/main/en-espatopmenu-81/5118-brasil-reddsigue-la-ruta-del-colonialismo-en-tierras-de-los-guerreros-pataxo

5 - “What are projects for that destroy life?”: Suruí Forest Carbon
Project, Mato Grosso & Rondônia, Brazil
Who's behind the project?
The Suruí Forest Carbon Project is located in the Sete de Setembro Indigenous Territory in Brazil’s
Rondônia and Mato Grosso states. Project documents name the Metareilá Association of the Suruí
as main project proponent of the Suruí Forest Carbon Project. 44 Internationally and in the
marketing material of the project, the Metareilá Association is the most visible of the institutions
representing the Paiter Suruí. The Brazilian groups Kanindé, ACTBrazil, IDESAM and FUNBIO
and the US-based Forest Trends are also involved in the project. In 2009, these groups signed a
Memorandum of Understanding with the Metareilá Association, detailing their roles in the REDD
project. Five additional Paiter associations are mentioned with roles for supporting cultural,
educational and economic aspects of project implementation (Gãbgir Association, Kabaney
Association, Garah Pameh Association, Pamaur Association, Yabner Gãbgir Forestry Institute).
The Surui Forest Carbon Project was certified according to CCB and VCS standards in 2012. 45
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What do the project promoters say they are doing?
The September 2014 implementation report states that during its 30 year lifetime, the project aims
to "reduce projected deforestation by at least 90% and to prevent at least 12,217.8 hectares of tropical forests
from being cleared by 2038". 46 Average deforestation between 2000 and 2009 was calculated at ca. 160
hectares per year. In relation to the causes of deforestation, the project document submitted for
certification 47 states that "the evidence is conclusive that the Surui are the agents of deforestation in their
territory". "[T]imber companies act as drivers by generating revenue for the Suruí. The Surui have used this
timber revenue to finance the establishment of agriculture fields, pastures, and coffee plantations, in addition to
facilitating the acquisition of property and an array of goods." The documents explain that logging
provided an important income for some families but that not all families were equally dependent on
logging to secure a basic cash income. 3,416.6 hectares have been deforested within the Paiter
territory since 2000, "of which 2,252.5 are in use (for subsistence agriculture, in areas leased, coffee crops
and pastures)." As part of the REDD project, 'environmental agents' from the communities will join
state enforcement agencies to control that community members will not open new logging sites
"while upholding agreements with timber companies for selective logging in their territory since the mid1980s."
The aim of the project is to use the revenue from carbon sales and additional public and
philanthropic funding to create alternative income generating possibilities that can replace the
revenue from logging and improve health and education facilities in the communities. The Suruí
Fund was set up to oversee financial management of the Suruí Forest Carbon Project.

What has been happening in reality?
The Surui Forest Carbon Project in Brazil is often held up as a successful indigenous-led REDD
project. 48 It is linked to a "Life Plan" that had been developed with involvement from all the four
clans of the Paiter Suruí, and the REDD project was presented by an association from within the
communities. Initially, many of the Paiter Suruí supported the REDD project. 49 And project
documents included mediation procedures to address any conflicts should they arise.
An interview in the Special Issue "Nature for Sale" of the journal Porantim in 2014 with Henrique
Suruí, however, shows that conflicts have arisen in the course of project implementation, and they
remain unresolved. 50 The Association Metareilá, in charge of managing the REDD project, disputed
the statements made in the interview. In December 2014, leaders of the Paiter Suruí requested that
the Federal Public Ministry in Rondônia investigate the project. 51 Like Henrique Suruí in his
interview with Porantim, their Note of Clarification calls for the REDD project to be terminated.
In the interview, Henrique Suruí explains how the project had caused division among his people, and
that people had been deceived through false promises of a better life and financial resources as
compensation for forest protection.
The Note of Clarification states that promises of improving the lives of the Paiter "proved false and
illusory, which left some indigenous people in an extremely difficult situation, and even facing hunger"; the
creation of associations, necessary for participation in the project, generated big divisions; division of
responsibilities for specific areas between the associations was not adhered to and instead,
departments were created within the Association Metareilá. This diminished the involvement and
autonomy of other clan associations within the Suruí Fund. The document also mentions that
payments had not been made as agreed to; that one of the associations which has been critical
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towards the project since 2010 had received no funds at all; and that associations which had
questioned project implementation had suffered retaliation and repercussions.
In the document, the leaders also expose the fact that an independent audit has taken place [the
CCB or VCS certification audits, presumably], but that the audit team had visited only four
communities chosen by the managers of the project, out of a total of 25, “interviewing indigenous
people chosen in advance to talk about the benefits of the project.”
The reality that has caught up with one of the most successful REDD projects worldwide points to
contradictions that are inherent to REDD offsets. For communities that have been protecting the
forest they depend on, REDD is "a bit of a Catch-22: REDD financing typically flows on the premise of
saving forests from imminent destruction, and it is difficult for communities with very low historical
deforestation rates to prove the threat." 52 Or to claim that large volumes of emissions have been avoided
through the REDD project. But: The bigger the threat, the larger the volume of carbon credits the
project can sell. Perhaps that is why those who prepared the carbon calculations for the Surui Forest
Carbon Project assumed a quadrupling of the deforestation rate over the course of the REDD
project, compared to 'historical' deforestation rates of ca. 160 hectares per year from 2000 - 2009.
And, as in many communities, not all were equally dependent on the cash income from logging to
meet subsistence needs. Yet, the project documents give no indication that this differentiated
dependence on income from logging was considered. e.g. in case planned alternative income streams
would not be providing the expected revenue.

Find out more about this project:
- Porantim (2014): “What are projects for that destroy life?” Interview with Henrique Suruí about
the Paiter-Suruí REDD project, Brazil. http://www.cimi.org.br/site/ptbr/?system=news&action=read&id=7900

- Patricia Bonhila (2015): Lideranças Paiter Suruí pedem extinção de projeto de carbono com a
Natura. http://cimi.org.br/site/pt-br/?system=news&conteudo_id=7948&action=read
- REDD-Monitor (2015): Leaders of the Paiter Suruí ask that the carbon project with Natura be
terminated. www.redd-monitor.org/2015/01/13/leaders-of-the-paiter-surui-ask-that-the-carbonproject-with-natura-be-terminated/

6 - Sometimes part of REDD, sometimes not: Socio Bosque
Programme, Ecuador
Who's behind the programme?
In 2008, the Ecuadorian Government established the Socio Bosque programme. The Socio Bosque
was set up with both climate change mitigation and the conservation of forests and its 'ecosystem
services' as explicit objectives. The programme has also become part of the country's national
REDD+ strategy. By decree, the Programme Socio Bosque became The National Incentive
Programme Socio Bosque on 19 December 2013.
Until March 2014, the programme has been funded through government funds. In 2011, the
German development bank KfW provided EUR 10 million, including for implementation of the
programme.
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On 26 March 2014, the programme entered into a 5-year agreement with car manufacturer GM
OBB del Ecuador. The agreement was signed at GM offices in Ecuador, with Conservation
International listed as one of the groups present at the event. GM committed to contribute USD
230.000 annually for 5 years as part of its new project "Chevrolet Sail Carbono Neutro". With the
payment, GM claims that the emissions will be compensated from the first 40.000 km driven with
each car sold of this most popular car model in Ecuador. 53

What do the promoters say they are doing?
The aim of Ecuador’s Socio Bosque programme is to offer regular monetary payments to land users
in return for their maintaining forest cover. This can include activities of maintaining forest,
reforestation or restoring vegetation. The programme enters into agreements for conservation,
establishing tree plantations, "production" and marketing of biodiversity and valuation of
environmental services with private and communal (including indigenous) landholders. In the
conservation agreements that involve tree planting, the landholders commit to submitting a plan on
how the conservation payments are to be spent.
By 2014, the programme had signed 2,748 agreements with individuals and with communities,
covering almost 1.5 million hectares. It has made cumulative payments of nearly USD 25 million at
that time.

What has been happening in reality?
A 2012 briefing describing the Socio Bosque Programme as a success, 54 notes that one "major
constraint to the programme is a lack of titled lands", that "another important lesson for Socio Bosque, as well
as for REDD+, is that monitoring is turning out to be more costly and onerous than anticipated" and that
"the long-term success of the Socio Bosque programme still needs to be proven."
An article from 2014 looks in more detail at the political motivations and context of the programme.
There, the programme is described as follows: "It seems to function well for individual properties or for
communities that deforest because of other options and because of the strong demand from the timber industry,
especially along the Ecuadorian coast. It might also be effective for the conservation of ecosystems in the shortterm. Also, the money received by communities that have historically been excluded, has driven local projects,
but it has also been a source of disputes and has reproduced patterns of oppression. The outcome seems to be
related to the level of social organization and ability to control those in leadership positions.
But in the long run, Socio Bosque becomes a tool for national land use planning and structuring land use of
the population for capitalist production. For example, in order to participate in the incentive programme, the
communities must, among other requirements, produce detailed maps of their territories and must report
compliance with investment and management plans. The programme could also represent a limitation on the
territorial autonomy of indigenous peoples and nationalities who are the main recipients of the incentive: 88%
of the areas enrolled in the program belong to indigenous communities. In those places, communities must
accept a single type of territorial administration, where local practices in the use and production of nature are
classified as destructive, where their knowledge is replaced by that of the expert and where reliance on
community management is replaced by dependence on the welfare state. The impact on territorial autonomy
may also affect one of the most notable features of the indigenous territories in Ecuador: the ability to resist
unwanted activities in their territories, especially in the Amazon, where 80% of the land registered in Socio
Bosque is located. That is also where government plans for [mineral] extraction are concentrated, and so are
processes of local resistance to such activities. Thus, Socio Bosque could have a demobilizing effect on these
processes of resistance, paving the way for capitalist development advanced by the current government." 55
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Find out more about this programme:
- Acción Ecológica (2012): Documento de posición sobre Socio Bosque.
http://redmanglar.org/sitio/images/documentos/sociobosqueecuador.pdf
- Melissa Moreano Venegas (2012): Socio Bosque y el capitalism verde. In: Coffey, G. (ed.). 2012.
Pensando la coyuntura. Los cuadernos de La línea de fuego.
http://lalineadefuego.info/2012/09/04/socio-bosque-y-el-capitalismo-verde-por-melissa-moreanovenegasi/

7 - " They lie when they say REDD+ is good" : REDD project on
Bribri territory in Costa Rica
Who's behind the programme?
Costa Rica is one of five countries that submitted a proposal to the World Bank Forest Carbon
Partnership Facility's Carbon Fund. 56 The Carbon Fund would provide finance for activities Costa
Rica has outlined in its proposal on how to reduce emissions from forest loss. Costa Rica would
calculate how many emissions have not been released from deforestation as a result of the World
Bank money and how much carbon has been captured in trees planted or not cut as part of the
programme. The country would receive USD 5 per tonne of CO2 that has been shown to have been
saved. In return for financing these activities in Costa Rica, the members of the Carbon Fund will
receive REDD carbon credits that they can either use to offset part of their own emissions, or sell –
or not count towards emissions targets but use for marketing REDD as a market-based policy
approach.
FONAFIFO is a government institution in Costa Rica established through a 1997 law that aims to
reduce forest loss through a payment for environmental services (PES) mechanism. The PES
programme is the main forerunner for REDD in Costa Rica, and consequently, FONAFIFO is also
responsible for the planning and implementation of REDD activities like those presented to the
World Bank. Since 2010, it has been promoting additional forest conservation and tree planting
activities that build on the PES scheme. The proposal to the World Bank explains that these new
activities since 2010 could be generating carbon credits for inclusion in proposal presented to the
World Bank Carbon Fund. Proyecto Bosque Vivo - Territorio Indígena Bribri is one such activity. 57

What do those promoting the activity say they are doing?
The government of Costa Rica hopes that with the implementation of REDD activities they will be
able to maintain at least 600,000 hectares under the existing PES programme, add another 750,000
hectares of forest, and restore forest cover in 12 percent of the national territory that is currently
dedicated to other uses. One of the areas that FONAFIFO has identified is in the territory of the
Bribri, in the southwest of the country. "FONAFIFO has identified areas inside the indigenous territory
that are part of the PES programme.
Six PES projects exist, in the category of Forest Protection, which add up to a total of 3,308 hectares. In
addition, the total of hectares in each category of land use was determined, and the potential area on which the
programme PES-Forest Protection could be implemented inside the Indigenous territory Bribri de
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Talamanca was identified. The data indicates that 60.9 percent of the area in the indigenous reserve has the
potential to enter the PES programme in the category Forest Protection." 58 The Bribri territory is among
the most densely forested in the country. The FONAFIFO document does not say whether the
Bribri asked for this assessment to be carried out, whether they had given consent to their territory
being considered as part of the PES-Forest Protection programme that would generate carbon
credits for the World Bank Carbon Fund, or how they had been involved in discussions and
decisions about the proposed inclusion of their territories into the PES – REDD programme.

What has been happening in reality?
In international meetings about climate change and forests, Costa Rica's REDD proposal to the
World Bank Carbon Fund is often described as a positive example for wide consultation with and
support from civil society. The document presented to the Carbon Fund includes a detailed
description of the consultation processes, workshops and meetings carried out to elaborate the
REDD proposal presented to the Fund.
This perception of wide and effective consultation is contrasted by the perception and experience
many Bribri, indigenous peoples whose territories are in the southwest of Costa Rica, have
expressed. In August 2014, around 300 Bribri came together to underline their resistance to REDD
activities on their territories. A meeting report describes how residents told representatives of the
Ministry of Environment Energy and Oceans (MINAE) in unison: "Enough is enough, we do not want
REDD + in our territory". Among the objections was the concern that REDD will limit everyday
community use of the forest. 59 Members of the Alto Durigna community are alarmed by
FONAFIFO’s intentions to apply REDD on some 1000 hectares of forest within their territory
because some of “the forests in this area are not merely forests, they are sacred sites for our peoples."
Another aspect of REDD that is rarely mentioned, is the impact programmes like REDD and the
PES initiative in Costa Rica have already had on community cohesion, in particular in indigenous
communities. Rojas et al. (see below) write that "The PES scheme generates conflicts inside communities,
above all in indigenous communities where collective land use dominates because PES creates property title
over functions of nature which in turn leads to a competition for access to economic resources this then offers.
This impact also affects the cultural level because the use of forests in these communities has always been free,
collective and outside the commercial sphere because nature is not a commodity."
Another document (Caravana Climática 2014a, below) notes that in relation to REDD and
consultation with indigenous peoples in Costa Rica "there is a small indigenous sector, in the South
Caribbean region that has been engaged with the national REDD strategy since 2008, and thanks to that
involvement, the government says it is a participatory process. The communities we visited are concerned that
this sector has created consultation processes, but they have not been developed with the prior, free and informed
consent nor involvement of all the indigenous communities in the country." And a document prepared for
the World Bank equally notes that "in Talamanca, the REDD mechanism appears to be implemented by
indigenous officers involved with the state institutions without the free, prior and informed consultation of
the communities." 60
What this example on the conflicts over REDD in the Bribri territory in Costa Rica shows is that
neither REDD nor the PES policies on which it is based are rooted in truly free, prior and informed
consultation, let alone consent. Communities have not been given the opportunity to deliberate as a
whole what to make of these proposals. And neither seem those who presented the REDD offer
pause to listen to how the Bribri, whose territory is among the most densely forested to this day in
the country, have been able to maintain the forest and their relationship with it, and whether they
are in need of a conservation policy that has been designed elsewhere.
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"If the interests of local communities and indigenous groups are truly at the heart of this, the solution should be
to advocate comprehensive public policies that promote community control over their territories. This should be
done by reinforcing initiatives already in place, such as community governance of the forest and its biodiversity,
thus safeguarding the conditions for them to truly exercise their historic and collective rights of autonomy and
control over their lands and territory according to their worldview," Rojas et al. conclude in their
publication.

Find out more about this project:
- Talamanca dice No REDD+ Estas selvas no tienen precio. (2014):
https://www.youtube.com/watch?v=XElIGxm_ohk&feature=youtu.be and
https://www.facebook.com/pages/No-REDD-CostaRica/426389784174454?sk=timeline&ref=page_internal
- Caravana Climática (2014a): REDD+ y la decisión Bribri a permanecer como pueblo. Audio about
the process of REDD in Costa Rica. caravanaclimatica.org/redd-y-la-decision-bribri-a-permanecercomo-pueblo/
- Caravana Climática (2014b): Costa Rica: La máscara verde. Video.
https://www.youtube.com/watch?v=km9CGbfQyfo&feature=youtu.be
- Radio Mundo Real (2014): Comunidades indígenas costarricenses denuncian proceso de imposición
de REDD+ en el país. http://radiomundoreal.fm/7679-no-sera-tan-facil?lang=es
- Coecoceiba (2012): REDD and the Indigenous Peoples of Costa Rica. wrm.org.uy/articles-fromthe-wrm-bulletin/section1/redd-and-the-indigenous-peoples-of-costa-rica/
- Isaac Rojas, Mariana Porras, Henry Picado (2013): REDD en Costa Rica: un paso más en la
mercantilización de los bosques. In: Biodiversidad, sustento y culturas. Pg 57ff.
http://wrm.org.uy/es/files/2015/02/Economia_Verde_El_Asalto_Final.pdf

8 - Claiming emissions reductions that never occurred? Noel Kempff
Climate Action Project, Bolivia
Who's behind the project?
The Nature Conservancy and its Bolivian partner Fundación Amigos de la Naturaleza (FAN)
created the Noel Kempff forest carbon project in 1996. With USD 1.6 million of USD 9.6 million
from three energy corporations – American Electric Power (AEP), BP-Amoco (BP) and Pacificorp –
they bought the logging rights from (local) logging companies on some 750,000 hectares of
government-owned rainforest in Bolivia. In an agreement with the US corporations, the Bolivian
government committed to protect 650,000 hectares of this forest for 30 years. In return, the 3
corporations would receive 'avoided deforestation' offset credits they could use for marketing and
carbon trading purposes.

What do the project promoters say they are doing?
Information on the TNC website mentions several benefits to the communities. These include legal
assistance to native communities to help them acquire title to 360,000 hectares of traditional lands;
improved access to health, sanitation and education services and the hiring of community members
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as park guards and carbon monitoring technicians. With regards to generating carbon credits, TNC
expected the project "to prevent up to 5.8 million tons of CO2 emissions over 30 years." 61
The project was set up before the certification standards for REDD existed. But already back then,
certification was important: "In 2005, Noel Kempff Climate Action Project was the first forest carbon
emissions reduction project to be verified by a third party based on international standards adapted from the
Kyoto Protocol's Clean Development Mechanism", TNC write on their website. 62

What has been happening in reality?
In 2009, Greenpeace issued a report, Carbon Scam: Noel Kempff Climate Action Project and the Push for
Sub-national Forest Offsets (see below). The report showed how the project's assumptions about what
would have happened without the REDD project - the storytelling about the future that would have
been without the carbon saving activity – were not credible. As a result of assumptions that had the
effect of inflating the volume of carbon expected to be saved by the project, the corporate investors
“may have claimed millions of tonnes of CO2 emissions reductions that never occurred”. Between 1997 and
2004, AEP, Pacificorp, and BP reported about 7.4 million tons of carbon offsets from the Noel
Kempff project to the US Department of Energy - considerably more than the amount TNC had
been expecting over the 30 year lifetime of the project: 5.8 million tons.
In addition, the assumption that industrial logging in the concession area would have continued as
before 1996 is highly questionable. One year before the Noel Kempff Climate Action Project was
officially established, the Bolivian government adopted a new forestry law. The new law changed
the economics of timber harvesting across the country in a way that reduced the forest under
concession in Bolivia by about 75%. Much of the concession area bought with money from the three
corporations might also have been affected by this new law, and may no longer have been used for
industrial timber extraction even without the REDD project. 63
TNC and the corporate funders of the project also assumed that only 15% of the logging activities
for which they had bought the concession rights, would be continued somewhere else. 64 In other
words, they assumed there was a 15% risk of 'leakage', in the jargon of the REDD technicians.
Analysing the methods used to calculate this number, Greenpeace found that others had estimated
and projected 'leakage' from the project to be as high as 42-60%. 65 "Leakage to the north, east, and
southeast of the project appears not to have been monitored or accounted for, even though the impacts to the
atmosphere would be identical to leakage occurring in the limited areas where it is monitored", Greenpeace
conclude in their 2009 report.
Greenpeace also scrutinized TNC's claims about working to provide benefits for local communities.
One villager told Greenpeace about a herd of cows the project provided in an attempt to set up
“alternative livelihoods” for the community. Unfortunately, the cows were European breeds, unable
to survive in Bolivia. “They all died in the end,” the villager said. “The cows were so expensive that a
whole herd of local breeds could have been bought for the price of a single one.” 66

Find out more about this project:
- Greenpeace (2009): Carbon Scam: Noel Kempff Climate Action Project and the Push for Subnational Forest Offsets. http://www.greenpeace.org/usa/Global/usa/report/2010/1/carbon-scamnoel-kempff-clima.pdf
- REDD-Monitor (2009): Carbon scam: the Noel Kempff project in Bolivia. http://www.reddmonitor.org/2009/10/22/carbon-scam-the-noel-kempff-project-in-bolivia/
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9 - From food sovereignty to reliance on speculative timber markets:
Scolel'Te forest carbon project, Chiapas, Mexico
Who's behind the project?
Established in 1996, Scolel Té is one of the earliest examples of carbon forest offset projects. It
originated from a six-month feasibility study financed by the UK's DFID and carried out by
Mexican and British researchers in collaboration with indigenous coffee farmers from the northern
highlands of the state of Chiapas. The farmers were attracted to the project as a means of
diversifying land use in the face of collapsed coffee prices.
The Mexican NGO AMBIO manages the on-the-ground activities of the Scolel’ Te forest carbon
offset project, while the project bank account and data on the carbon credits are managed by a trust
fund, Fondo Bioclimatico. The trust fund includes the carbon brokerage company Edinburgh Centre
for Carbon Management, farmers organisations and a local research institute. 67

What do the project promoters say they are doing?
The Scolel’Te 2010 annual report describes the initiative as a "community carbon management scheme"
that engages in "carbon service generating activities" including reforestation, agroforestry, forest
conservation and restoration. The report notes that since the project began it has covered a total
area of 9,645 ha; involves 2,437 participating producers; and has sold a total of 432,166 tonnes of
CO2 Plan Vivo Certificates. Richard Tipper from ECCM also says that "An important by-product of the
project has been the level of training and empowerment [of local farmers] produced by exposure to the ideas
associated with trading in environmental services." 68
In contrast to most other REDD and forest carbon offset projects, the Scolel Té carbon forest offset
project's 2010 annual report includes detailed information about the carbon sales and revenues: "In
2010, 23,357 Plan Vivo Certificates were sold. Some buyers include: ZeroMission, Reforestamos Mexico, Save
the Planet, HSBC, Proactive Strategy, PEMEX, Bunge and FMCN, […] resulting in direct payments to 13
communities." 69 The project has also sold carbon credits to a foundation created by the Fédération
Internationale de l'Automobile, the non-profit federation of motoring organisations and the
governing body of world motor sport.
The Scolel Té carbon forestry project has been verified by the US-based Rainforest Alliance to be in
conformance with Plan Vivo Monitoring Protocols, April 2007 – 2008 and May 2008- 2009. 70

What has been happening in reality?
Unlike in most other forest carbon offset projects, campesinos participated in the early planning of
the carbon project. Although a few communities receive carbon payments for forest conservation
(avoided deforestation), the main focus of the project is the planting of trees on privately managed
land – afforestation and reforestation in the language of the UNFCCC. Because carbon payments
support farmers for only five years (until trees are expected to grow without additional intensive
maintenance), the main financial benefit of the project is from the expected future revenue from
timber sales. Timber harvesting is thus the main financial incentive for participation, and farmers
commit to maintaining tree plantations for four 25-year rotations for a total of 100 years.

22

Comment Overview

toConflicts,
Table ofContradictions
Contents and Lies
REDD: ANavigate
Collection of
It appears that local communities were initially involved to some extent in deciding the kinds of
activities the project would offer to campesinos interested to become involved. Their involvement in
the analysis of the drivers of deforestation in the region is less clear. The Scolel’Te project
documents stress the role of "population growth" and small-scale farming in forest loss without
mentioning the underlying causes of deforestation." 71
The 2012 'Outsourcing Hot Air' report by Greenpeace (see below) notes that "Scolel Te’s focus on
afforestation and reforestation activities led some local community members to change their land use patterns
from 5 to 7-year shifting cultivation cycles (which provided them security and subsistence) to four 25-year
rotations of commercial tree plantations (which were speculative and at the mercy of market forces). In
addition to potentially worsening people’s social circumstances, one analysis showed that the carbon benefits in
forest carbon project areas may be negative when compared to fallow areas in traditional community managed
forests. Adding to the direct impacts, it appears that attempts by the government of Chiapas to establish a
REDD+ pilot project have, in some instances, led to an intensification of local conflicts over land. The
establishment of “environmental police” – meant to enforce conservation efforts in the project area – appears to
have created fears within bordering communities that they will be driven off their land because they lack
official land titles. Although the government claims that the communities wishing to stay will be allowed to do
so, the Governor of Chiapas, Juan Sabines, stated that: “Of 179 ‘irregular’ settlements within the jungle’s
protected area, most have been removed and only 11 remain.” 72

Find out more about this project:
- Greenpeace (2012): Outsourcing Hot Air. The push for sub-national REDD offsets in California’s
carbon market from Mexico and beyond.
http://www.greenpeace.org/international/Global/international/publications/forests/2012/REDD
/OutsourcingHotAir.pdf
- Tracey Osborne (2011): Carbon forestry and agrarian change: access and land control in a Mexican
rainforest. Journal of Peasant Studies 38:859-883.
- Tracey Osborne (2013): Fixing Carbon, Losing ground: Payments for environmental services and
land (in)security in Mexico. Human Geography Volume 6, Number 1, 2013.

10 - “We just want our land back” : FACE carbon project Mount
Elgon, Uganda
Who's behind the project?
In 1994, the Dutch FACE Foundation (Forests Absorbing Carbondioxide Emissions), now called
Face the Future, signed an agreement with the Ugandan authorities to plant trees on 25,000
hectares inside Mount Elgon National Park in Uganda. FACE Foundation was set up by the Dutch
Electricity Generating Board. On-the-ground management is carried out by the Uganda Wildlife
Authority (UWA), the agency responsible for managing Uganda’s national parks. Different
companies have marketed carbon credits from the project. They include another Dutch company,
GreenSeat, as well as 'Future Forests', a UK-based company now called 'The Carbon Neutral
Company'. The FACE Foundation is also involved in a controversial offset project in Ecuador
(FACE-PROFAFOR)73.
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What do the project promoters say they are doing?
The UWA-FACE project involves planting a two to three kilometre-wide strip of trees just inside
the 211 kilometre boundary of Mount Elgon National Park in Uganda. FACE’s information material
claims that the project has improved income and standards of living among local communities; that
the project has provided jobs, and that the project has given out seedlings to farmers which they
plant on their farms.
The project is certified under the Forest Stewardship Council (FSC) scheme as well managed.

What has been happening in reality?
The FACE Foundation - UWA carbon forestry became unmarketable for many years after welldocumented stories of conflicts with and human rights abuses towards local villagers who
questioned FACE’s ownership of the land emerged. The names of companies involved in the highly
conflictive project became tainted; both FACE Foundation and Future Forests have changed names
since (see above). The project was the outcome of an alliance between international aid agencies and
the Ugandan government to "conserve and use sustainably the delicate mountain ecosystem." The project
began regardless of ongoing land disputes between UWA, the Benet peoples (whose territories were
insider the park) and local villagers living adjacent to the park and whose fields had been encroached
on by park expansion.
The UWA Management Plan for the Park states that the demand for more agricultural land in the
park is “incompatible with the conservation of Park values as required under the UWA Statute”, and that
'law enforcement' will continue in the Park and the carbon offset project area. "'Law enforcement'
involves UWA rangers in military style operations, including patrols, raids, arrests, imprisonments, seizure of
cattle, destruction of houses and crops and use of state-sanctioned violence. Rangers have rifles and shoot at
poachers. Several people have been killed. If they need military support, UWA staff can call in the Uganda
People’s Defence Force (UPDF)," Chris Lang and Timothy Byakola write in their 2006 report on the
project.
The report 'Virtual Nature, Violent Accumulation: A Critical Political Ecology of Carbon Market Failure at
Mt. Elgon, Uganda' concluded that "the uncompensated dispossession of thousands of local residents was
necessary for the project’s implementation. Indeed, these expropriations constitute one of the largest and
bloodiest evictions for environmental protection in Uganda’s post-colonial history, effectively subsidizing the
UWA-FACE project’s participation in global ecosystem service markets."
Lang and Byakola also raise the dilemma that all carbon offsets, including the FACE-UWA project,
face in predicting what would have happened without the carbon offset project: "The FACE
Foundation’s carbon is supposed to be stored for 99 years in trees planted in Mount Elgon National Park. A
look back over 99 years of Uganda’s and Mount Elgon’s sometimes turbulent history shows how difficult it
would have been 99 years ago to predict whether 25,000 hectares of trees planted back then would still be there
today. If it’s impossible looking back in time, why should we assume that trees planted today will still be there
in the future? Yet that is precisely what the FACE Foundation is asking us to believe."

Find out more about this project:
- Connor Cavanagh & Tor A. Benjaminsen (2014): Virtual nature, violent accumulation: The
‘spectacular failure’ of carbon offsetting at a Ugandan National Park. Geoforum 2014, Vol. 56,
September 2014.
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- Zembla (2008): CO2 Alibi. 35-minute video about the FACE-UWA carbon offset project.
www.youtube.com/watch?v=mVEGvA_Vfhs
- Chris Lang & Timothy Byakola (2006): A funny place to store carbon: UWA-FACE Foundation’s
tree planting project in Mount Elgon National Park, Uganda. Report for the World Rainforest
Movement. http://wrm.org.uy/books-and-briefings/a-funny-place-to-store-carbon-uwa-facefoundations-tree-planting-project-in-mount-elgon-national-park-uganda/
- Linda Norgrove & David Hulme (2005): Confronting conservation at Mount Elgon, Uganda”,
Institute for Development Policy and Management, University of Manchester.
www.sed.manchester.ac.uk
/idpm/staff/documents/ParkingResistanceandresistingtheparknovember2005.pdf

11 - " We were evicted without discussion” : Bukaleba Forest Reserve,
Uganda
Who's behind the project?
Green Resources, a Norwegian-registered plantation company with 41,000 hectares of plantations in
Mozambique, Tanzania and Uganda runs the Bukaleba Forest Reserve carbon tree plantation
project. Green Resources was established in 1995. Earlier, the company was known under the name
Tree Farms. Green Resources is a privately owned Norwegian company, with Mads Asprem as
largest shareholder (30% of shares) and Verbena Investment Holdings holding 10%. Before setting
up Green Resources, Asprem was head of the global forest products and paper research team at
Merrill Lynch (now Bank of America) and earlier he had worked in a similar position at US Bank
Morgan Stanley. Green Resources claims to be “Africa’s leading forestation company” and its
plantations are used for timber and generate carbon credits.
The Green Resources carbon tree plantation project in Tanzania has also caused controversy and
conflicts between the company and communities affected by the plantations. 74
The Swedish Energy Agency has bought carbon contracts between 2012 and 2032 valued at USD 4
million from the Kachung plantation. 75

What do the project promoters say they are doing?
In 1996, Green Resources obtained a 50-year permit from Uganda’s National Forestry Authority for
plantations in the Bukaleba Forest Reserve in eastern Uganda, and the Kachung Forest Reserve in
northern Uganda, covering a total of 11,864 hectares. While the land is part of a government-owned
forest reserve, villagers had access to grow food, collect resources and graze animals.
In April 2011, the Bukaleba plantations were certified under the Forest Stewardship Council (FSC)
certification system. In 2012, the Bukaleba plantation was also validated and verified under the
Verified Carbon Standard. The Kachung plantation is a Clean Development Mechanism project and
was validated under the Climate Community and Biodiversity Standard in 2011.
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What has been happening in reality?
Oakland Institute recently published 'The Darker Side of Green. Plantation Forestry and Carbon
Violence in Uganda', a report about the communities' experiences with the Green Resources tree
plantations project at the Bukaleba Forest Reserve. The findings echo those the Norwegian NGO
Norwatch reported in 2000 about the Tree Farms (as Green Resources was called then) carbon tree
plantations project in Tanzania. 76 Evictions of villagers at the hands of government employees,
military and police on land now licensed to Green Resources began before Green Resources arrived
in Bukaleba. But the evictions did not stop when Green Resources arrived. Recent evictions are
“directly linked to expansion of the company’s plantation activities”, reports the Oakland Institute.
Villagers say that company employees destroyed their homes to make way for plantations.
Their tree plantations also affect several sites of cultural significance that are located within the area
of land licensed to Green Resources. In late 2013, Green Resources posted “burial ground” signs in
Bukaleba but access remains denied to villagers for some cultural sites. “There are (now) no places to
pray to our gods”, one man said.
The Oakland Institute report notes that Green Resources has committed to provide 10% of profits
to community projects and that the company has provided some health, education and alternative
income projects for villagers. But villagers point out that these are not addressing their most
important needs – the loss of (access to) land. “What is the use of medicine if we have no land to grow
food and no schools to ensure there is a future for our children?" one woman interviewed by researchers of
Oakland Institute asked.
"The real benefits accrue to those acquiring the land – the plantation forestry company and their investors who
are all seeking a return on capital. In interviews with 152 local villagers, environmental workers, company
staff and journalists, it was found that up to 8000 subsistence farmers had been evicted from their land, with
some subjected to physical violence by unknown security forces. Some villagers who tried to maintain a
connection with their land reported being imprisoned through trespass laws", Dr. Carol Richards, one of the
co-authors of the Oakland Institute report explains. 77

Find out more about this project:
- The Oakland Institute (2014): The Darker Side of Green. Plantation Forestry and Carbon Violence
in Uganda. The Case of Green Resources’ Forestry-Based Carbon Markets.
http://www.oaklandinstitute.org/sites/oaklandinstitute.org/files/Report_DarkerSideofGreen_hire
z.pdf
- REDD-Monitor (2014): More on Green Resources’ plantations in Uganda: Response from Oakland
Institute to Mads Asprem. www.redd-monitor.org/2014/11/13/more-on-green-resourcesplantations-in-uganda-response-from-oakland-institute-to-mads-asprem/
- Norwatch (2000): Carbon Upsets -Norwegian 'Carbon Plantations' in Tanzania.
http://www.framtiden.no/english/other/new-report-on-norwegian-carbon-plantations-intanzania-carbon-upsets.html
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12 - "Charcoal burners and cattle keepers have to find new jobs or other land" :
Kikonda carbon tree plantation project, Uganda
Who's behind the project?
In 2001, the German private company global-woods international AG signed a 49-year lease
agreement to set up a commercial tree plantation in the Kikonda Forest Reserve project in western
Uganda. The project covers 12,182 ha of government land. It describes itself as a commercial timber
plantation which also generates carbon credits. The project pre-dates the introduction of the term
REDD but its owners regularly market the carbon credits in the context of the REDD debate.
The Kikonda Forest Reserve was certified as a climate mitigation project by the CarbonFix
standard, which in 2014 became part of the Gold Standard. In 2009, the project was also certified by
the CCB standard but its certificate is listed as expired on the CCB website. 78 Furthermore, the tree
plantation management is also certified under the Forest Stewardship Council standards.

What do the project promoters say they are doing?
Information on the benefits to communities that have used the forest reserve are sparse in project
documents, such as the April 2009 project document for CCB certification. 79 It mainly make
reference to creation of employment. One section of the document explains that in addition to "the
direct impact coming from the project activities, the project supports schools within the region to enhance one of
the most needed instruments of society - education. Overall, the project’s activities lead to contiuous [sic] and
long-term positive impacts on the communities surrounding the forest reserve."
The section 'Land loss for local people' of notes that "As the reserve was not commercially used until
2002, cattle keepers and charcoal burners were used to letting their cattle graze in the [forest reserve] and to
make charcoal without any large legal restrictions. With the enforcement of the demarcation of the [forest
reserve], illegal activities are steadily diminishing while charcoal burners and cattle keepers have to find new
jobs or other land to continue their practices." The chapter on 'current land use and land tenure at the
project site' explains that "Currently, security guards employed by the project management patrol the area of
the forest reserve constantly to stop illegal activities. These patrols also constantly remind the people of the area
that the Forest Reserve may only be used for tree growing."
Nel notes that the company did have plans for community benefits and tree planting activities in the
'buffer zones' and on registered community lands. There was to be a collaboration with 300
community members, including individual households and institutions such as the church and
school, through a group called the Kikonda Community Forestry Association (KiCoFa). But only 4%
of community members hold registered land titles and the initiative was apparently discontinued in
2009.

What has been happening in reality?
Initially, global-woods had estimated that about 12,540 people live in the 20 villages within 5km of
the Kikonda Forest Reserve, including three villages with about 1500 inhabitants that are
completely surrounded by the reserve. A 'socio-economic baseline survey' carried out belatedly by
the company in 2011, however, suggests that the number of people living in close proximity to the
forest reserve is closer to 50,000 and that “Originally, it was assumed that there were 20 communities and
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the aim was to include all of these. During the survey, we became aware of more communities within the area
and in total 44 communities were recorded.” 80
Communities have voiced complaints about a high level of conflict with the project from the very
beginning, in particular in relation to fines, arbitrary arrests of people, confiscation of cattle entering
the reserve, being denied access to water tanks that were constructed for use by the communities,
widespread corruption among forest rangers, etc. Peskett et al. write in their 2010 report that "One
of the most negative impacts (and an ongoing problem) has been the loss of (illegal) access to reserve land. […]
These problems are compounded by strict support of law enforcement by [company] security which takes
offenders to the local police station for prosecution (usually involving large fines)." 81
With regard to employment, Nel reports that the company "predominantly employs migrant labourers
under poor conditions in the field (Interview, Kikonda October 2012). Migrant contract workers from various
parts of the country, including Arua, Mbale, Mityana (there were no local workers in the group I met)
highlighted that the contracts are temporary on tender to middlemen who employ the migrants for 200 000 per
month (around 78 USD), depending on outputs (GW contract worker, Interview, Kikonda, October 2012).
There have also allegedly been incidences of rape of local women by these workers and forest rangers (CDI
2012)." 82
The project has faced conflict with communities from the beginning, in particular in relation to the
displacement of 'encroachers' and prohibiting long-established cattle grazing since 2000. Nel reports
that sometimes grazing seems to have been allowed for a fee while at other times people were fined
up to 1 million shillings (400 USD). The company is said to have moved away since 2009 from its
aggressive enforcement against agricultural use of the land that makes up the tree plantation
concession because of the ongoing conflict. “[T]he aim is not to encourage encroachment activities; the
minimum expectation is not to hamper the expansion program,” a company employee is cited in Nel
(2014). Conflicts are, however, reported to continue over use of the land now under lease to globalwoods AG for timber production and generation of carbon credits.

Find out more about this project:
- Adrian Nel (2014): Sequestering market environmentalism: Geographies of Carbon Forestry and
Unevenness in Uganda. (Thesis, Doctor of Philosophy), University of Otago, New Zealand.
http://hdl.handle.net/10523/5070
- SSNC (2012): REDD Plus or REDD “Light”? Biodiversity, communities and forest carbon
certification. www.naturskyddsforeningen.se/sites/default/files/dokumentmedia/REDD%20Plus%20or%20REDD%20Light.pdf

13 - "I lost my land. It’s like I’m not a human being" : New Forests
Company carbon tree plantations, Uganda
Who's behind the project?
The New Forests Company (NFC) is a UK-registered company operating tree plantations in
Uganda, Tanzania, Mozambique, and Rwanda. Investment funds like Agri-Vie Agribusiness Fund
(in which the World Bank's International Finance Corporation, IFC, also holds shares) have
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invested in the company and an undated company presentation lists international bank HSBC as a
shareholder in NFC-Uganda. The European Investment Bank provided EUR 5 million in 2008. 83,84
In Uganda, NFC was granted a license by the Ugandan National Forestry Authority in 2005 to
establish tree plantations on 20,000 hectares of land. The land is in three different locations, where
the company set up pine and eucalyptus plantations. The business focus is on timber production but
marketing material also mentions the sale of carbon credits from one of the plantations.
The tree plantations have been certified by the Forest Stewardship Council.

What do the project promoters say they are doing?
In an undated company presentation about the project, New Forest Company carbon manager
Phoebe Sullivan writes on a slide titled "Corporate Governance Approach" that "NFC is committed to
generating VERs [carbon credits sold on the voluntary carbon market] with verifiable social and
environmental co-benefits – ensuring delivery of charismatic credits." The investment focus is described as
being on timber production, "while carbon revenues can rationalize the sizeable upfront capital required to
establish a large-scale plantation." 85 Return-on-investment projections are stated as 20-25%.

What has been happening in reality?
The claims to "ensuring delivery of charismatic credits" came apart when Oxfam published a report in
2011 (see below) that documented widespread conflict and violence when villagers were evicted
from the land that had been included in the tree plantation license. The Ugandan National Forestry
Authority began to evict the former residents shortly after the agreement with the New Forests
Company in 2005, claiming that the residents were ‘illegal encroachers’. Oxfam reports that up to
twenty thousand people were evicted from their homes and land to make way for NFC plantations.
"I remember my land, three acres of coffee, many trees – mangoes and avocados. I had five acres of banana. I
was given awards as a model farmer. I had cows for milk, ten beehives, two beautiful permanent houses. My
land gave me everything from my living to my children’s education. People used to call me Omataka – someone
who owns land. Now that is no more. I am one of the poorest now", the Oxfam report cites one farmer
speaking about his experience.
The Oxfam report states that "the people evicted from the land are desperate, having been driven into
poverty and landlessness. In some instances they say they were subjected to violence and their property, crops,
and livestock destroyed. They say they were not properly consulted, have been offered no adequate compensation,
and have received no alternative land." The evictions took place even though there had been a
(selective) presidential ban against evictions standing since 2006. Nel writes in his PhD thesis (see
below) that "it certainly required connections of political patronage to sanction the evictions".
On behalf of people living around the Mubende plantations, four affected community
representatives, Oxfam and the Uganda Land Alliance submitted a complaint to the office of the
ombudsman (CAO), which handles complaints from communities affected by investments made by
the IFC. The CAO opened a mediation process between New Forests Company and the communities
after it received the complaint in December 2011. In July 2013, NFC and community representatives
signed an agreement which includes a commitment by the company to contribute funds into a
community-run cooperative. Oxfam reports on its website that the coop "recently purchased 500 acres
of land in Mubende district for the purposes of resettlement and agricultural activities." 86
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The auditing company SGS, a Forest Stewardship Council- accredited certifier, concluded there had
been no breaches of the FSC standard (the plantations had been certified as 'well-managed' and in
accordance with FSC standards), and that no further investigation was necessary. In January 2015,
Oxfam commented on the findings carried out by SGS, "the same certification body whose original
assessment of the eviction process we believe to have been flawed". Oxfam challenges the SGS findings,
noting that "SGS relies heavily on its own assessment that the evicted individuals were ‘illegal occupants’
and therefore have no right to residency. However, the communities believe they did have rights and brought
cases before the Ugandan court which asserted these rights. […] SGS acknowledges no one has been paid any
compensation, making the report’s conclusions all the more difficult to understand, as the FSC standard
requires the provision of compensation to local people for losses or damages, including to their livelihoods."

Find out more about this project:
- REDD Monitor (2011): Ugandan farmers kicked off their land for New Forests Company’s carbon
project. http://www.redd-monitor.org/2011/09/23/ugandan-farmers-kicked-off-their-land-fornew-forests-companys-carbon-project/
- Matt Grainger & Kate Geary (2011): The New Forests Company and its Uganda plantations. ‘I
lost my land. It’s like I’m not a human being.’ http://www.redd-monitor.org/wpcontent/uploads/2011/09/cs-new-forest-company-uganda-plantations-220911-en.pdf
- Adrian Nel (2014): Sequestering market environmentalism: Geographies of Carbon Forestry and
Unevenness in Uganda. PhD Thesis, University of Otago, New Zealand.
www.ourarchive.otago.ac.nz/handle/10523/5070

14 - "What have we gained? Not much" : N’hambita Community
Carbon Project, Mozambique
Who' s behind the project?

In 2002, the N’hambita Community Carbon Project (now part of the Sofala Community Carbon
Project) was started by Envirotrade, a company registered originally in Mauritius and set up by UK
businessman Robin Birley and Philip Powell, ex-senator in South Africa. The Truth and
Reconciliation Commission report notes that Powell – no longer involved in Envirotrade – had links
to a paramilitary unit that was involved in destabilising South Africa’s first democratic elections in
1994.
Envirotrade's project in Mozambique is adjacent to the Gorongosa National Park. Between 2003
and 2008, the European Commission awarded a EUR 1.5 million grant to Envirotrade, Edinburgh
University and the Edinburgh Centre for Carbon Management (see also Scolel'Te project) to set up
the N'hambita project as a pilot forest carbon project. Envirotrade’s financial records show that in
addition to the EU grant, carbon sales raised USD 1.3 million and Envirotrade itself invested USD
2.1 million. Carbon credits from the project were sold among others to Arla Foods, the largest
producer of dairy products in Scandinavia, MAN Group and Live Earth. 87
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What do the project promoters say they are doing?
The aims of the project included conserving a community-owned forest, introducing agroforestry
and other new farming practices to improve crop yields, and establishing community enterprises. It
also aimed to demonstrate the effectiveness of forest carbon trading schemes, and show how to
design and implement such projects. Local people were contracted to plant and care for trees on
their land, and communities were also tasked with protecting and patrolling a 10,000 ha forest area.
Project manager Envirotrade expected to generate carbon credits from agro-forestry activities of
the farmers and protection of the adjacent community forest. 88
The project's carbon credits are certified by the Plan Vivo Foundation and the project has received
the CCB standard's ‘triple gold’ certificate.

What has been happening in reality?
A 2013 report from FERN and Friends of the Earth France (see below) found a notable lack of
rigour with the CCB certification assessment, with many project faults having been overlooked.
A 2012 article by La Via Campesina highlights the problems for farmers involved with
Envirotrade’s project: villagers in N’hambita are in effect paid for seven years to plant and conserve
trees, but sign a contract to do so for 99 years. “It is the farmer’s obligation to continue to care for the
plants which they own, even after the seven year period covered by this contract”, states a clause in the
contract. Perhaps even more controversially Envirotrade sells the 99 years of carbon credits up
front, in some case even before the trees are planted. António Serra from Envirotrade in
Mozambique told La Via Campesina that, “If a farmer passes away during the contract period, the
contract, all the rights contained therein but also all the obligations, are transferred to their legitimate/legal
heirs.”
When Via Campesina examined a farmer’s contract they found that he would be paid USD 128 over
seven years for planting trees in an area of 0.22 ha. At these kinds of rates the farmer would need to
have access to a much greater area of land and would have to plant many more trees to alleviate
poverty. The payments to farmers are also conditional upon 85% of the seedlings surviving. It has
proved difficult to fulfil this obligation, meaning that some farmers’ payments were reduced. It also
seems that some participants were paid nothing for three or four years. Because many villagers
involved in the programme reduced or stopped farming in order to tend the trees, these reduced
payments made their already difficult situation a lot worse and securing food has become much more
difficult. Farmers say there have been some benefits from the projects (in terms of fruit trees, some
income, health centres and transport in case of illness) but the delays and reductions in payments
have caused many conflicts. In addition, the wealthier members of the communities who had access
to land to grow the trees on benefitted the most from the project.
The FERN / FoE France report ' Carbon Discredited' observes that Envirotrade cannot calculate
the emissions actually avoided because of the failure to establish a baseline for how much carbon was
stored in the community forests that were part of the project. This makes it impossible to verify
claimed carbon savings. These problems had already been identified in a May 2008 report by ODI
and Winrock International for the European Commission. That report found “poor reporting”, and
commented that “the area of greatest concern is the whole carbon aspect of the project”. The FERN/FoE
France report concludes that the project “has failed to deliver most of its climate change, development,
financial and learning objectives”.
“The name N’hambita has travelled around the world. But what is there to see here? What have we gained?
Not much. The families that already had many machambas [areas of land to grow food] made a lot of money,
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but for the rest of the population the benefits are small. Some don’t even care about the trees any more. The
payment is too small.” 89

Find out more about this project:
- La Via Campesina Africa (2012): Carbon trading and REDD+ in Mozambique: farmers ‘grow’
carbon for the benefit of polluters. http://www.grain.org/bulletin_board/entries/4531-carbontrading-and-redd-in-mozambique-farmers-grow-carbon-for-the-benefit-of-polluters#sdfootnote2anc
- FERN and Friends of the Earth France (2013): Carbon Discredited: Why the EU should steer
clear of forest carbon offsets. http://www.fern.org/nhambita
- REDD-Monitor (2012): Envirotrade’s carbon trading project in Mozambique: “The N’hambita
experiment has failed”. www.redd-monitor.org/2012/07/11/envirotrades-carbon-trading-projectin-mozambique-the-nhambita-experiment-has-failed/
- Mark Olden & Michael Gillard (2010): Carbon credit documentary should not have been shown,
BBC admits. http://www.theguardian.
com/media/2010/apr/11/bbc-envirotrade-robin-birley-mozambique

15 - Preparing for REDD? Evictions of Sengwer Peoples in the
Cherangany Hills, Kenya
Who's behind the activities?
The World Bank has been funding the Kenya Forest Service through its Natural Resource
Management Programme (NRMP) with the Kenyan government. Launched in 2007, the
programme has involved funding for projects in the Cherangany Hills, including "financing REDD+
readiness activities."

What do the parties involved say they are doing?

According to the Financing Agreement between the World Bank Bank and the Government of
Kenya, the programme was originally supposed to enhance, “institutional capacity to manage water and
forest resources, reduce the incidence and severity of water shocks such as drought, floods and water shortage in
river catchments and improve the livelihoods of communities participating in the co-management of water and
forest resources.” An Indigenous Peoples Planning Framework (IPPF) was developed because Ogiek
and Sengwer Peoples live in the areas included in the programme. The IPPF was "to ensure that they
would not be adversely affected by the Project and measures would be developed to mitigate potential impacts."
The programme was revised in 2011. The revision simplified the programme's objectives,
reallocated funds and formalized the fact that the Cherangany Hills were part of the programme. 90

What has been happening in reality?
Some 13,500 Sengwer live in the Cherangany Hills in Kenya’s Northern Rift Valley. Many of the
Sengwer communities have resisted attempts at forced evictions and displacements since in early
1980s. Since 2007 when an Indigenous Peoples Planning Framework for NRMP was adopted by
both the Government of Kenya and the World Bank, forced evictions of the Sengwer have
commenced again. Under the NRMP, the border of the Cherangany forest reserves was moved and
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as a result, Sengwer families found themselves living inside the forest reserve and subject to
eviction. They were not consulted about the border changes. Over 1000 homes have been burned as
Sengwer families have been forced to flee their homes, driven out by military police on the orders of
the Kenya Forest Service.
"It is no coincidence that the evictions began again in 2007, the very same the year that the World Bank’s
Natural Resource Management Project started," the No REDD in Africa network noted in a 12 March
2014 letter. Initially, the World Bank denied any link between the evictions and World Bank
financing of the NRMP. "[Kenya Forest Service] and people in Government eye the potential REDD money
they believe they may be able to gain if they have removed the indigenous communities from their lands, despite
international and national law", the Forest Peoples Programme wrote in an article about the forced
evictions. A 12 March 2014 letter from the No REDD in Africa network equally notes the obvious
connection: "The head of conservation at the Kenya Forest Service, Mr. Solomon Mibei, is on record stating
that “REDD+ mechanism is a future option. […]. At the moment, the KFS is conducting workshops with
communities living around the Cherangany Hills which includes Embobut forest and the Kakamega forest to
educate them on carbon financing. […]. We take great exception to the press statement issued by the World
Bank in which it attempts to distance itself from the forced relocation of the Sengwer People. The cause and
effect is perfectly clear; the Bank in its highly controversial role as both carbon credit financier and broker is
aiding and abetting the forced relocation of an entire Indigenous Peoples through its Natural Resource
Management Plan (NRMP) which includes REDD (Reducing Emissions from Deforestation and Forest
Degradation), in the Cherangany Hills."

Find out more about this project:
- REDD-Monitor (2014): Evictions of Sengwer indigenous people: World Bank violates safeguards
in Kenya. http://www.redd-monitor.org/2014/09/30/evictions-of-sengwer-indigenous-peopleworld-bank-violates-safeguards-in-kenya/ and World Bank project failed to protect Sengwer
indigenous rights. Bank now promises to help “find a lasting, peaceful resolution to this long
unfinished business of land rights in Kenya” http://www.redd-monitor.org/2014/10
/06/world-bank-project-failed-to-protect-sengwer-indigenous-rights-bank-now-promises-to-helpfind-a-lasting-peaceful-resolution-to-this-long-unfinished-business-of-land-rights-in-kenya/
- Forest Peoples Programme (2014): Kenyan Government’s forced evictions threaten cultural
survival of the Sengwer. http://www.forestpeoples.org/topics/rights-land-natural-resources
/news/2014/02/kenyan-government-s-forced-evictions-threaten-cult
- Dean Puckett (2014): Conservation vs Communities - The Plight of the Sengwer.
http://deaddeanfilms.tumblr.com/post/89247316043/
conservation-vs-communities-the-plight-of-the
- No REDD in Africa (2014): Forced Relocation of Sengwer People proves urgency of canceling
REDD. http://no-redd-africa.org/
index.php/declarations/97-forced-relocation-of-sengwer-people-proves-urgency-of-canceling-redd
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16 - Not so "similar conditions and drivers of deforestation" in the
reference area: The Kasigau Corridor REDD projects in Kenya
Who's behind the project?
Wildlife Works Carbon, a US-based private company initiated the Kasigau Corridor REDD project.
The company describes itself as “the world’s leading REDD+ project development and management
company with an effective approach to applying innovative market based solutions to the conservation of
biodiversity”. Wildlife Works also operates an online fashion shop that markets clothes – including a
branded Puma collection – that are produced in its own factory on the project site in Kenya. In 2013,
Wildlife Works became the full owner of another REDD project, the Mai Ndombe REDD project in
the Democratic Republic of Congo. Initially, Ecosystem Restoration Associates Inc. (ERA), and
Wildlife Works had been joint venture partners in the Mai Ndombe REDD project. 91

What do the project promoters say they are doing?
The Kasigau Corridor REDD Project is located in Southeastern Kenya, and covers a land area of
just under 200,000 hectares. The project area is a corridor of land between two national parks. The
project has been implemented in two phases. In 2000, Wildlife Works bought – for less than 15
euros a hectare, according to 'Les chasseurs de carbone' - the ca. 32,000 hectares Runkinga Ranch, a
former cattle ranch and turned it into a privately owned wildlife sanctuary. This later became Phase
I of the Kasigau Corridor REDD project. For Kasigau Corridor REDD Phase II, Wildlife Works
signed conservation easements with (and acquired the carbon rights from) ranch owners of 13
community cattle ranches with a combined area of 167,000 hectares. The ranches are for the most
part owned by members of adjacent communities in the form of group ranches, community trust
lands. In a few cases, they are owned privately. In exchange for agreeing to manage the ranches in
accordance with the REDD project objectives, the landowners receive one third of the revenues
generated through the sale of carbon credits. This Phase II accounts for 90 percent of the expected
emissions reductions of the REDD project.
Both Kasigau Corridor REDD project phases have been certified by both VCS and CCB and were
awarded the CCB Gold level certificate. In 2011 Kasigau became the first REDD Project ever to be
issued VCS certified carbon credits. Three projects owned by Wildlife Works were among the four
REDD projects worldwide that made up 96% of REDD carbon credits issued in 2012: the Kenyan
Kasigau Corridor project (Phases I and II), the Mai Ndombe REDD Project in the Democratic
Republic of Congo (the fourth was the Alto Mayo Project in Peru). 92

What has been happening in reality?
In 2009, journalist Naomie Biserbe visited the Kasigau Corridor REDD project area. Her article
'Chasseurs de Carbone' talks about her conversation with a villager who faced eviction from the land
that became part of Phase II of the Kasigau Corridor project and for which he held shares. But these
had not been registered because he had not been informed about the meetings at which the
negotiations with Wildlife Works had taken place. "It was a nice scam", he told Bisserbe.
With regards to the textile shop, Bisserbe writes that at the time, 18 people were employed at the
Wildlife Works textile factory, producing t-shirts made from cotton imported from India. And for
export of the products, Wildlife Works was exempted from taxes, Bisserbe writes.
In 2013, a report for the Swedish Society for Nature Conservation (SSNC), investigated the project
in relation to the VCS and CCB certification standards. With regard to Phase II of the Kasigau
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Corridor REDD project, the SSNC report notes that "the calculation of emission reductions build on an
assessment of the amount of emissions that would be most likely to have occurred if the project had not been
implemented. This is, inevitably, a speculative exercise. In the case of Kasigau Phase II, the [assumption] is
that almost all of the above- and below-ground forest biomass and 55 percent of the soil carbon in the Phase II
project area would be lost due to the expansion of slash-and-burn agriculture." The reference for this
assumption is a comparison with an area that borders the REDD project. Deforestation rates in that
reference area have been extrapolated into the future and the result suggests that more than 90
percent of the reference area will be deforested within 30 years from the project start date. The
problem? The reference area is radically different from the Kasigau REDD project area in several
respects. "Most obviously, at least 100,000 people live in the reference area, while the population in the project
area is close to zero," the SSNC report notes. The reference area also includes land that has been
designated for some agricultural use, while the REDD project area is entirely made up of cattle
ranches. Despite these obvious flaws in the assumption that deforestation will proceed in the same
way in both areas despite their obvious socio-economic differences, the VCS certification audit
concluded that the reference area has “similar conditions and drivers of deforestation” compared with
the REDD project area, that the reference area has been appropriately defined, and that the
calculations meet the requirements outlined in the VCS methodology.

Find out more about this project:
- SSNC (2013): REDD Plus or REDD “Light”? Biodiversity, communities and forest carbon
certification. www.naturskyddsforeningen.se/sites/default/files/dokumentmedia/REDD%20Plus%20or%20REDD%20Light.pdf
- Noémie Bisserbe (2011): Les chasseurs de carbone. XXI No. 16, Automne 2011.
http://www.revue21.fr/tous_les_numeros/#n-16_les-chasseurs-de-carbonne

17 - “It is our forest and other people are managing it in our place”:
Conservation International and Walt Disney REDD project, DRC
Who's behind the project?
In 2009, Conservation International (CI) announced "a landmark agreement" with the Walt Disney
Company "to fund large-scale projects in the DRC to Reduce Emissions from Deforestation and Degradation
(REDD+)." Disney Company contributed USD 4 million to the REDD project in DRC and in Peru;
the company’s net income in 2010 was USD 7.59 billion. The project is managed in partnership with
the Dian Fossey Gorilla Fund International (DFGFI) and the Union of Associations for Gorilla
Conservation and Development in Eastern DRC, a federation of local associations that work for
conservation and community development in the region.
In 2013, CI presented the Disney Company with its 'Global Conservation Leadership Award'. The
carbon broker In 2010, the Carbon Neutral Company commented that while "its investment will
eventually help Disney source the high-quality carbon credits it needs to meet its target of becoming carbon
neutral, these projects also represent significant progress towards Disney’s other environmental goals, including
reducing the company’s impact on ecosystems and water." 93
Early CI project brochures speak of the intention to seek certification of the REDD project but no
information could be found in December 2014 on REDD certification standard or CI websites.
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What do the project promoters say they are doing?
The CI – Walt Disney Company REDD project seeks to protect two so-called 'community reserves',
the Tayna and Kisimba-Ikobo reserves in DRC's eastern province of Kivu North. A CI brochure
about the project claims that although "the project is still in its early stages, local communities are already
benefiting from its support for medical clinics, primary schools, conservation planning meetings, REDD+
workshops, and salaries for park rangers and staff. As the project progresses, CI aims to improve access to clean
water, microcredit and opportunities in the tourism industry." 94
A Disney Conservation Report notes that "Disney funds will support local communities in their efforts to
manage the forest within the project areas — which in turn provides a source of income to local villagers and
improves their livelihoods. These efforts will decrease carbon emissions by helping to reduce logging and slashand-burn agriculture. The funds will also be used to complete project design, conduct forest carbon analysis
studies and finance the verification of emissions avoided through these projects." 95

What has been happening in reality?
The Tayna 'Community Reserve', initially created in 1998 with participation of local traditional
leaders, covers 90,000 hectares. In 2006, this 'community reserve' was recognized by the state and
transformed into a nature reserve, called the Tayna Nature Reserve (RNT). Management was
transferred to a “community” organization called RGT (Tayna Gorilla Reserve). Communities in the
immediate vicinity gained access to electrical power via a small hydroelectric plant; a nature
conservation university was set up healthcare and education infrastructure, among others, improved.
The 137,000 hectares Kisimbo-Ikobo Primate Reserve is the second reserve included in the REDD
project. This area, like the Tayna reserve, was officially designated as a nature reserve by ministerial
decree in 2006. In contrast to the Tayna reserve, however, a significant number of traditional
leaders, and women and men in the communities in and around the area that was decreed a nature
reserve opposed the creation of the Kisimbo-Ikobo reserve, with opposition going back to at least
2003. The declaration of the area as a nature reserve in particular exacerbated ongoing conflicts,
because it further restricted the communities’ rights to the use of the forest. In 2011, the
communities of Kisimba and Ikobo were still calling for the nature reserve to be replaced by a
community forest designation that would enable communities to exercise control over the area they
depend on. The organization RECOPRIBA was established to manage the reserve, which added to
ongoing conflicts about the reserve and restrictions on community use of the forest.
Although the REDD project agreement between Disney and CI was signed in 2009, a 2011 WRM
report about the project notes that the Project Design Document for the REDD project was still
being formulated at the time of the WRM visit. The report for WRM notes that in the KisimbaIkobo reserve portion of the REDD project, support is "at best, only partial. Part of the community is
opposed to the REDD project because it merely reinforces the creation of a “community” reserve which, in fact,
has stripped these communities of their rights over their ancestral lands and forests."
When asked about REDD during the WRM field visit in 2011, one community member said "We
were informed about the REDD project and they told us that there are going to be a huge amount of benefits
for us. They told us not to attack the forest anymore, but to protect it, the same way we protect the gorillas. (…)
They told us that trees produce carbon, which is important for the atmosphere. Everyone is going to be well off
and our lives are going to change. They told us the project is going to last 20 years, and it started three years
ago and we still haven’t seen anything. So we can see that the benefits are taking a long time to reach us and
people are starting to get discouraged. But we keep on hoping, because they have filled us with hope."
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Comments like these demonstrate the serious lack of information available locally on the project.
Moreover, local actors had no knowledge of the contract signed between CI and Disney, much less
the project budget. The WRM report cites one resident commenting that “CI and DFGFI have kept a
lot of information to themselves.”
Promotional material announcing the 'landmark agreement' and plans for the REDD project were
numerous. However, since 2012, no new information about the progress of implementation of the
project appears to have been made publically available.

Find out more about this project:
- World Rainforest Movement (2011): The Conservation International REDD pilot project in the
Democratic Republic of Congo (DRC) – a very different kind of Walt Disney production.
http://wrm.org.uy/books-and-briefings/democratic-republic-of-congo-conservation-internationalredd-pilot-project-a-different-kind-of-disney-production/
- REDD Monitor article summarising the WRM report and additional links in the comment section.
http://www.redd-monitor.org/2011/09/02/a-very-different-kind-of-walt-disney-productionconservation-internationals-redd-project-in-the-democratic-republic-of-congo/

18 - "We do not understand what REDD+ is all about”: Kariba
Redd+ Project, Zimbabwe
Who's behind the project?
"The project is community‐based and implements activities in conjunction with the local population", the
Kariba REDD+ Project Design Document notes on page 3 of its 90+ pages. The difference between
'community-based' and 'community-owned' is revealed only on page 41: "Carbon Green Investments
Guernsey (CGI) is the project proponent. CGI is a Guernsey‐based company established to facilitate REDD
projects in Zimbabwe. CGI is the project’s central entity involved in project management, development,
implementation and operation—both from a technical and a financial perspective." Zimbabwean consulting
agency 'Black Crystal Consulting' and 'Environment Africa', "an NGO working in Southern Africa,
which contributes its expertise and experience to the community engagement side of the project" are listed as
additional partners. The Swiss company South Pole Carbon Asset Management Ltd. markets the
project on its website. 96
The Kariba REDD+ project was certified to CCB standard and had 2.8 million credits issued
following a CCB verification audit in July 2014.

What do the project promoters say they are doing?
In 2012, South Pole director Christian Dannecker described the project in a newspaper article as
follows: “What we did is offer support to local communities and a local private investor to sort out how much
deforestation is occurring and why.” He explained that activities such as planting trees for firewood
were planned. “The difference in biomass [before and after these activities] will be converted into carbon
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credits,” he said, adding that the project was "expected to run until 2040, and the value of the carbon
credits could be hundreds of millions of dollars." 97
The project documentation identified the main drivers of deforestation as "conversion of forests to
agricultural land (cropland) and conversion to grassland, be it for the sake of creating pastures or by
deforestation caused by over‐harvesting wood products for fuel wood collection for domestic purposes, brick
production or tobacco drying." The document explains that the project aims to tackle the 'main drivers'
of deforestation through providing "access to technology and investment in rural subsistence farming".
"Where tobacco cultivation is a major driver of deforestation", the document states, "the project will
promote the use of alternative high‐value crops such as garlic and chili. This will reduce the demand for wood
used in the tobacco curing process." The documents however, say nothing about whether and how rural
farmers will have access to markets for these "alternative high‐value crops". Community gardens are
expected to "further increase agricultural production", and in some locations within the project area the
Kariba REDD+ Project "will pioneer the beekeeping project activity with the communities" - in the
expectation that these pioneer beekeeping projects can serve as 'reference' for other locations in the
project area.
The project documents state that the project "will not include restriction of access and therefore does not
limit the local communities’ ability to use the land for their cultural needs, […]. In terms of fundamental
needs, the project will follow an incentive‐based approach to reduce the use of forest resources, […]. This
implies a) that reduced benefits from not using forest resources are being (over) compensated for and b) forest
resources are still available for use by locals. By way of example, one major source of deforestation is conversion
to agriculture. This is often necessary due to poor agricultural techniques but results in low outputs from
existing plots. With its activities to improve the local agriculture, the project aims to reduce the necessity of
shifting agriculture by making the harvest more sustainable on a single plot."
With regards to the duration of expected benefits to participating communities, the project
proponent write that because "project activities are designed to be self‐sustainable over the long run, the
project impacts are expected to last longer than 100 years. Nevertheless, the financial architecture of the Kariba
REDD+ Project includes 20% of the net revenues being transferred to a Community and Project
Sustainability Fund. […] this fund will ensure that the basic funding can be continued for at least a total of
100 years."

What has been happening in reality?
While the project documents claim that authorities in participating communities were engaged early
on, not all communities appear to share this perception. One Zimbabwe newspaper article writes of
temperatures "boiling in Binga, a 20 percent shareholder in the Kariba REDD+ project. The community is
bitter over unfilled promises, lack of buy in and accuses Carbon Green Africa of lying," the article states (see
below). A local councillor is quoted, saying "We have not seen anything really tangible, financially or
otherwise (from CGA). We do not understand what REDD+ is all about."
"They (CGA) plan for farmers while in Harare without coming onto the ground to ask us what it is we
require," the councillor is cited. "We asked that they supply a fence for the nutritional garden, but that has
not happened. We only received some seed and two bags of (chemical) fertiliser. Farmers have used their own
money to buy fuel for the water pump, and Carbon Green Africa has failed to reimburse that money. […]. I
think farmers can buy seed, but cannot buy fence. Without the fence, the other option is to cut down trees to
construct a border."
Out of 1,800 households (about 4,000 people) in his area, the councillor says that "only 20 farmers
have benefited from CGA's input supply." Representatives from other communities are cited saying the
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percentage is higher in their communities, and that residents are pleased with the support they
received from the project.
Newspaper articles also suggest that for the time being, the "hundreds of millions of dollars" remain
largely 'potential' value: The project still seems to be seeking buyers for a significant portion of the
credits it has already been issued. The article mentions that since 2009, the project has provided
USD 750,000 to fund various community ventures including "bee keeping and 'conservation farming',
but also repairs to public infrastructure." 98 Other articles put the contribution at USD 650,000.
Similarities to the N'hambita project in Mozambique (example 14) are striking, not only in relation
to the financial situation but also to the approach of focussing on 'small scale business start-ups' that
project developers from elsewhere thought would be needed in the area and that they hope will
sustain themselves once up and running. In the case of the N'hambita project, many such business
ideas, including bee keeping and a carpentry shop were tried. They fell apart once an EU grant and
private investor money dried up and carbon credit sales proved insufficient to provide the promised
income.
According to the project documentation, contracts have been signed between representatives of the
districts in the project area and CGI. Referring to these contracts, the document explains that the
'benefit sharing agreement' "specifies that 30% of the gross revenue go to CGI, 30% of the net revenues go
to the land owner (RDCs) and 10% of the net revenues go to the leaseholders if any exists and they are
engaging in the project activities. Further, 20% of the net revenue is used to create the Community and Project
Sustainability Fund, which is established to create extra benefits to the local communities." [emphasis added]
Anecdotal information on the financial situation of REDD projects suggests that often, there has
been little net revenue left once project, overhead and other costs have been deducted.

Find out more about this project:
- The Herald (2014): Zimbabwe: Outcry Over Kariba Redd+ Project as NGO Seeks to Tighten
Governance, Accountability. 27 October 2014. http://allafrica.com/stories/201410270741.html
- Kariba REDD+ Project CCBS Project design document (PDD).

https://s3.amazonaws.com/CCBA/Projects/Kariba_REDD%2B_Project/120208_Kariba+REDD+CCBA.pd
f

19 - "I and my people have suffered for five years now" : UN-REDD
programme in Cross River province, Nigeria
Who's behind the programme?
In 2010, the Federal Government of Nigeria became a partner country in an intergovernmental
initiative called UN-REDD. Launched in 2008, UN-REDD is the "United Nations collaborative
initiative on Reducing Emissions from Deforestation and forest Degradation (REDD) in developing
countries." Through UN-REDD, the Food and Agriculture Organization of the United Nations
(FAO), the United Nations Development Programme (UNDP) and the United Nations
Environment Programme (UNEP) provide finance and advise on REDD to tropical forest countries
in the global South and 'inform' the UN climate negotiations about their experience with REDD.
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Within Nigeria, Cross River State, in southeastern Nigeria, was chosen as the first location for
"intense institutional, strategy-building and demonstration activities" in the context of the UN-REDD
programme. UN-REDD lists the Ministry of Environment as its partner for these demonstration
activities, for which UN-REDD provided a budget of USD 4 million between 2012 and 2014. At the
federal level, the National REDD+ Secretariat is named as the lead agency and for activities in
Cross River State, the Forestry Commission of Cross River State is identified as lead agency. The
reasons given for the choice of Cross River State as pilot location include "its political leadership and
manifest engagement in forest conservation, its efforts to bringing the REDD+ mechanism in Nigeria, and its
major potential for GHG emissions reduction from the forest sector in view that it hosts over 50% of the
country's high tropical forests."

What do the project promoters say they are doing?
" REDD+ readiness demonstrated in Cross River State" is one of the outcomes envisaged by the
programme.
What has been happening in reality?
"Forest communities in Cross River State, southeast Nigeria, are losing rights and livelihoods as their forests
are being locked down by the government which seeks increased revenues through a United Nations backed
'carbon trading' scheme that promises to pay cash for projects that claim to preserve forests to alleviate global
climate change," reads the first sentence of the report 'Seeing REDD. Communities, Forests and
Carbon Trading in Nigeria', which documents the perception within a number of communities inside
the forests chosen as demonstration areas in the UN-REDD programme.
“I and my people have suffered for five years now since government stopped us from entering our forest because
REDD is coming and till now I have not received anything from them,” Chief Owai Obio Arong of Iko Esa
Community is quoted in 'Seeing REDD'. The report "exposes some of the costs borne by the forest
communities in the process of implementing REDD by the government of Cross River State, where a task force
embedded within the Forestry Commission has been established with the mandate to enforce a moratorium on
forest activities as part of the implementation process. With neither adequate consultation nor alternative
livelihoods options for communities, the task force has been harassing community members that have depended
on the forests for generations. Movement and trade of products deemed to have been derived from the forests
are confiscated. At Nwanga Ekoi in Akpabuyo Local Government Area (LGA) for instance, the task force
routinely seizes agricultural products like kola nuts and fruits meant for the market on account that they are
derived from forests earmarked for REDD . The harvesting of Afang leaves, a local vegetable consumed in
West and Central Africa, is now banned in affected forests. The hunting for bush meat, a main source of
protein in the communities, as well as the tapping of palm wine from the raffia palm and associated brewing of
kaikai, a local beverage, have been stopped.[…] Local nutrition and livelihoods are seriously threatened. The
criminalization of food gathering activities from the forests and related economic activities have promoted an
underground market, which have in turn driven up the price of basic products." The report describes how
"the move towards REDD has been made without any clear community development programme that
addresses livelihoods and income generation alternatives for forest dependent communities. The moratorium in
Cross River state has meant a complete ban on wood cutting in all forests, including those not delineated as
reserves by the state or federal government. It has essentially meant that those forests which were considered to
be in the preserve of communities have also become reserved." The report concludes that "[m]any of the
communities located at designated REDD+ sites have an interest in preserving their forests, irrespective of
REDD. These communities have consistently made this point to government officials and to international
organisations. With the failure of government to curb the destruction of the forests, some of the communities
established local conservation initiatives. However, their idea of conservation is guided by the principle of
'sustainable forest management' where the forest cover is protected while still providing for communities that
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depend on it for their sustenance. Rather than build on the community focused approaches to forest
management, REDD portends exacerbation of colonial era state arbitrariness with the government of Cross
Rivers State not seeking the prior consent of forest dependent communities, before embarking on REDD.
Ironically, the obtaining of prior and informed consent of communities is a requirement of REDD."

Find out more about this project:
- Social Development Integrated Centre (2014): Seeing REDD. Communities, Forests and Carbon
Trading in Nigeria. http://www.rosalux.sn/wp-content/uploads/2011/02/SEEING-REDD-ready1-version-new.pdf
-UN-REDD (2011): National Programme Submission Form – Nigeria. UNREDD/PB7/2011/7.
http://www.un-redd.org/AboutUNREDD
Programme/NationalProgrammes/Nigeria/tabid/992/Default.aspx

20 - "There is no compensation, only penalties to pay”: WWF & Air
France Holistic Conservation Programme for Forests Madagascar
Who's behind the project?
The 'Holistic Conservation Programme for Forests' (HCPF) in Madagascar is run by WWF
Madagascar. It is the largest of four REDD pilot projects in Madagascar, covering 380,000 hectares
of moist forest and 125,000 hectares of dry, spiny forest. The first phase of HCPF from October
2008 – December 2012 was funded by a EUR 5 million contribution from Air France. GoodPlanet
acts as the liaison between Air France and WWF Madagascar and is responsible for methodological
and scientific aspects of the project. It receives support from several French research organisations.
With the beginning of the project's second phase in 2012, the GoodPlanet Foundation passed
management of the field operations to the association Etc Terra. Funding for this second phase
came from the French Development Agency and the French Global Environment Facility, while Air
France may also provide an additional EUR 1 million. Generating carbon credits is one of the
objectives of the second phase. 99

What do the project promoters say they are doing?
According to the project developers, their objectives are to encourage and support local
communities in the conservation of biodiversity; to improve human development by promoting
alternative activities; and to improve scientific knowledge on forest carbon assessment. 100 As part of
the first phase of the project, a new protected area has also been created in the south of Madagascar.
“We have achieved or exceeded all our targets”, the Basta! & Friends of the Earth France report (see
citation below) cites Pierre Caussade, former Environment and Sustainable Development Director
for Air France. “This project was developed partly to help local communities better manage their livelihoods
and improve their living conditions. But there was also a scientific aspect, consistent with our concerns about
climate change. We estimate that the programme will enable us to reduce emissions caused by deforestation by
35 billion tons of CO2.”
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What has been happening in reality?
In 2010, Air France issued an unequivocal statement that the project was by no means a carbon
offset programme. Two and a half years later, Air France acknowledges that the project will
generate carbon credits - but insists that it will not make any profit from the programme. And Air
France claims that all the money will go to local communities. A report and video by FoE France
(see citation below) show that this is also not true. The implementation of the HCPF limits access to
forest areas for the local population and risks displacing people who see their means of subsistence
jeopardized. Forests and land are no longer natural areas that can provide a local livelihood but are
turned into stocks of carbon that must be protected for Air France to be able to offer ‘carbon neutral’
flights to its clients. To keep an eye on what has been declared prohibited land use, a forest police
has been set up to track down villagers who clear patches of forest so they can grow food to feed
themselves. Anybody caught in the act risks a heavy fine. If the individual is unable to pay, they risk
being sent to prison. And patrols on the ground are supplemented with aeroplanes that fly above
the villages to keep a better eye on villager's land use.
The surveillance activities show that one of the main aims of the HCPF project is to stop
communities from practising hatsake, or shifting cultivation: “There is a risk of prison if I don’t want to
pay. We’re frightened so we don’t touch the forest there. Not even to feed our children. It’s really hard: where
can we get 800,000 ariary [national currency] if we are caught clearing land?” a villager asked the
Basta! and FoE France researchers.
Xavier Vincke, WWF project manager for aerial surveillance explains the project's perspective on
hatsake, or ‘slash-and-burn’ agriculture: “Sacrificing a forest in order to cultivate the land for one
agricultural season is like dismantling a bridge to build a house. You might improve your quality of life
slightly but you cause great harm both to your fellow man and to yourself." The villagers request that
promises be kept: “We protect our environment but we don’t get anything back. We have had nothing in
exchange” another villager explained to the Basta! and FoE France researchers. "We are asking the
WWF to show us which areas are protected and which are not, that is, where we can get firewood and wood
to build our houses in order to provide for our families. But above all, these things must be discussed with all
the villagers.”
“The WWF [Madagascar] has taken our forest without providing us with compensation or remuneration”
another villager added. “Neither the information nor the money reaches us here, everything stays with the
WWF [Madagascar]. There is no compensation, only penalties to pay,” another villager added.

Find out more about this project:
- REDD-Monitor (2013): WWF’s REDD project in Madagascar: “There is no compensation, only
penalties to pay”. http://www.redd-monitor.org/2013/12/12/wwfs-redd-project-in-madagascarthere-is-no-compensation-only-penalties-to-pay/
- Basta! & Amis de la Terre (2013): “REDD+ in Madagascar: You Can’t See the Wood for the
Carbon”. http://www.amisdelaterre.org/IMG/pdf/rap_madagascar_en.pdf
- Basta!: Avec Air France, compenser les émissions carbone des riches peut nuire gravement à la
santé des pauvres (article: http://www.bastamag.net/Avec-Air-France-compenser-les; video in
French; http://vimeo.com/69531685 and video in Eglish; http://vimeo.com/79770272 )
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21 - "So it is a total failure, in other words" : Kalimantan Forests and
Climate Partnership (KFCP), Indonesia
Who's behind the project?
The Kalimantan Forests and Climate Partnership (KFCP) was launched in 2007 as a bilateral forests
and climate agreement between the Governments of Indonesia and Australia. The project was
jointly administered by AusAID and the Australian Department of Climate Change and Energy
Efficiency (DCCEE) and also involved several NGOs including Wetlands International, Borneo
Orangutan Survival Foundation, CARE and WWF. The Australian government pledged AUS$ 47
million to the KFCP. The World Bank was supposed to act as a financial intermediary for AUS$ 8.4
million of this allocation, with the task of “providing performance based payments to beneficiaries.” 101

What did the project promoters say they were doing?
Launched as a REDD ‘demonstration’ project, the KFPC aimed to protect 70,000 hectares of peat
forests, re-flood 200,000 hectares of drained peatland, and plant 100 million trees over a 30-year
period in Central Kalimantan, Indonesia. The project area was located in a small section of the peat
swamp forest that had been drained in the 1990s for the mega-rice project initiated by Indonesia’s
former dictator Suharto.
The KFCP ‘Integrated Safeguards Data Sheet’ available on the World Bank website also
demonstrates the role of the KFCP in preparing a future forest carbon offset market. The document
states that payments for activities related to the project will initially be "Input-based: immediate
remuneration or other direct benefits linked to adopting and implementing interventions, such as building
check weirs, planting trees, or eliminating fire use on peat soils", and eventually move to “performance
based” payments which will be “commensurate with greenhouse gas emissions reductions, initially as a
proxy for a future forest carbon market but possibly later based on tradable credits in a real carbon market.” 102

What has happened in reality?
Problems started to emerge soon after the KFCP project started in 2007. In particular, it generated
confusion and conflict amongst the local communities who were supposed to be its beneficiaries.
Around 9,000 people, most of whom are Ngaju Dayak peoples, reside in the area, in 12-15 villages
along the Kapuas River.
Journalist Anett Keller explains the context and how villagers perceived the REDD initiative that
was marketed as a model in her 30 November 2011 and 25 August 2013 articles 103 in the German
newspaper die taz: "famous politicians have visited the province and smiled into the television cameras with
great optimism about REDD (…), [but] the villagers paint a different picture. The project was planned
without them. Important information was withheld from them. The result is that only 50,000 trees were
planted. Even fewer actually grew in the area selected for tree planting. The blocking of the drainage canals
also failed in many places because of the resistance of local residents. For years the drainage canals have been
the way villagers travel to their rubber trees."
One very specific further conflict had arisen with respect to tree planting and land tenure. The 2011
Friends of the Earth Australia report 'in the redd' explains that "in the Dayak Ngayu culture the very
act of planting trees secures individual land tenure rights over that area. KFCP tree planting activities can
thus be interpreted as a foreign assertion of ownership rights over community land. Community members have
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expressed their dissatisfaction that they have not received written confirmation from the KFCP that tree
planting does not confer such rights."
In an Australian Senate Environment and Communications Legislation Committee hearing on 21
May 2012 about the government's climate action, Senator Christine Milne enquired about the KFCP
activities: "I come to the Kalimantan project. It really is quite a serious issue here because this project has been
a total failure compared with what was claimed for it and what has actually happened. The facts sheet said
that the initial work was to avoid deforestation of 50,000 hectares and rehabilitate an additional 50,000
hectares of degraded peatland. As I said, the answer you gave me showed you spent about one-third of the $100
million and replanted just under 1,000 hectares. So it is a total failure, in other words." 104
Erik Olbrei, co-author of the discussion paper 'A very real and practical contribution: Lessons from the
Kalimantan Forests and Climate Partnership', commented on a 4 June 2012 article on REDD-Monitor
about the KFCP programme that "Australian government officials attributed the lack of progress on
KFCP to land tenure issues, and concluded that land tenure will be a major stumbling block for future
implementation of REDD. What is noticeably absent from Australian thinking on REDD in Indonesia is an
appreciation of the part played by corruption, illegal logging, poor rule of law, and the oil palm, timber, and
paper/pulp industries in undermining REDD. The fact is that REDD cannot succeed if these issues are not
addressed. There is nothing new about any of this: the lessons from many years of failed forest sector reform
efforts in Indonesia are well-known and largely applicable to REDD, and yet they do not seem to inform
Australia’s REDD program for Indonesia." 105
In June 2013, amidst growing international criticism, the KFCP project was quietly cancelled:
“KFCP will not extend in its current form”, the KFCP website stated. "Walking away from a AUS$47
million dollar investment without accounting for how the money was spent and what the outcomes are is
unacceptable in any situation,” commented Friends of the Earth Australia's coordinator for climate
justice following the announcement to scrap the model programme. 106

Find out more about this project:
- Friends of the Earth International (2011): in the redd. australia’s carbon offset project in central
kalimantan. www.criticalcollective.org
/wp-content/uploads/REDD-report-2.pdf
- REDD-Monitor (2012): “This project has been a total failure,” says Australian Senator Christine
Milne about the Kalimantan Forests and Climate Partnership. http://www.reddmonitor.org/2012/06/04/this-project-has-been-a-total-failure-says-australian-senator-christinemilne-about-the-kalimantan-forests-and-climate-partnership/
- Erik Olbrei and Stephen Howes (2012): A Very Real and Practical Contribution? - Lessons from
the Kalimantan Forests and Climate Partnership. Development Policy Centre Discussion Paper No.
16. http://papers.ssrn.com/sol3/papers.cfm?abstract_id=2041832
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22 - “The Story of REDD is just a lie”: Ulu Masen, Aceh
Who's behind the project?
Australia-based carbon brokerage firm Carbon Conservation Ltd., conservation NGO Fauna and
Flora International (FFI) and Irwandi Yusuf, then-governor of the Provincial Government of Aceh,
were the three initial partners in Ulu Masen REDD project. In 2011, Carbon Conservation sold 50%
of its shares to Canadian mining company East Asia Minerals Corporation. Through three Jakartabased mining companies partly owned by East Asia Minerals, the corporation holds mining
exploration permits inside the forests of Ulu Masen. “Through the acquisition of a 50% equity interest in
CC, the Company will develop a ‘green’ mining project which will use carbon and biodiversity offsets and the
latest in environmentally friendly mining practices,” 107 East Asia Minerals said about their purchase of
Carbon Conservation shares.
In 2008, Merrill Lynch (now Bank of America) signed a pre-purchase agreement for carbon credits
from the Ulu Masen REDD project and promised to invest USD 9 million over four years. 108

What do the project promoters say they are doing?
The Ulu Masen project covers an area of 770,000 hectares in Aceh province in the north of Sumatra,
Indonesia. "This project will develop and test carbon finance mechanisms to reduce greenhouse gas emissions,
contribute to sustainable economic and social development and conserve biodiversity over the next 30 years.
The project will use land use planning and reclassification, increased monitoring and law enforcement,
reforestation, restoration, and sustainable community logging on 750,000 ha of forest in the Ulu Masen
Ecosystem", the REDD project design document says. The project aims to generate 3.3 million
carbon credits a year to finance conservation and development projects for local communities.
In 2008, Ulu Masen became the first REDD project to be certified under the CCB standards. In
2013, five years later, it became the first REDD project to lose its CCB certificate.

What has been happening in reality?
Between 2010 and 2014, Chris Lang wrote a series of articles 109 on REDD-Monitor about the Ulu
Masen REDD project. The articles are based on interviews with villagers in the project area and
groups involved in the project. The following paragraph highlights some of the findings.
“We have been told very little about REDD. FFI has been here to discuss with us, but mostly in the context of
protecting the forests and rivers for our downstream neighbours. We are wondering whether FFI staff
themselves understand REDD because information is far from clear. What we want is very simple – do not
treat us as children in our own territory. We are the most important stakeholder in the REDD project – why
do you have information that we do not have, and how can that be so when the REDD project is about our
lives, not yours? That is our question to FFI," a village leader told one of the researchers who visited the
area to write about the REDD project. In another article of the series, Chris Lang cites the head of
another village: “The village is inside Ulu Masen. […]. What is the process of REDD? We’ve heard that
carbon has been sold. Where’s the money? We’ve heard rumours that the map produced with support from FFI
wasn’t accepted by the government because there are community areas inside it. Community members were
involved in the mapping but don’t know what the follow up is.”
When the Ulu Masen project promoters brought potential investors to Aceh, they took them to a
the Watershed Forum, a group that was part of an Environmental Services Programme. They were
not part of the Ulu Masen REDD project. The REDD-Monitor posts also cite a report from 2008 by
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a group called Development Alternatives. Their report included a list of issues that the Ulu Masen
REDD project proponents had not (publicly) addressed. For example, many and critically important
land rights questions remain unresolved and activities with communities have only been described
or defined in general terms. Development Alternatives published the report three months after
Rainforest Alliance’s SmartWood had certified the Ulu Masen project as complying to the CCBA
standard. "Five years later, none of these questions have been satisfactorily answered", Chris Lang
concludes in his REDD-Monitor articles.

Find out more about this project:
- REDD-Monitor (2013): Indigenous leader speaks out on Ulu Masen: “We’ve never seen anything
from REDD. It’s like the wind. We can’t see it, can’t touch it”. http://climate-connections.org/tag/ulumasen-redd-project/ and http://www.redd-monitor.org/2012/06/12/the-story-of-redd-is-just-alie-says-ulu-masen-villager/
- REDD-Monitor (2010): Interviews about Ulu Masen, Indonesia: A REDD-labelled Protected
Area. http://www.redd-monitor.org/
2010/01/20/interviews-about-ulu-masen-indonesia-a-redd-labelled-protected-area/

23 – The Harapan forest restoration project, Indonesia
Who's behind the project?
The project known as the “Harapan Rainforest Project” (HRF) resulted from the first concession
that was issued by the Forest Department in Indonesia as an 'Ecosystem Restoration Concession'.
The license consists of two parts, the first issued in 2008 and the second in 2010. It is valid for up to
100 years and is held by a non-profit company specifically created for this purpose, PT REKI. The
NGOs Burung Indonesia, Bird Life International and Royal Society for the Protection of Birds are
partners in the consortium running the project. The German government's International Climate
Initiative provided a EUR 7,5 million grant between October 2009 and December 2013. In 2010,
Singapore Airlines provided USD 3 million. Danish development agency DANIDA has supported
the project since 2011.
The concession covers nearly 100,000 hectares of land in Jambi and South Sumatra provinces on
Sumatra. In recent information about the project, little mention is made of carbon markets or REDD
though earlier information material and articles made regular reference to REDD and carbon
markets as a potential source of funding, and the project has featured in presentations about
REDD. 110,111 Singapore Airline also mentions the donation in the context of the airline's
commitment to reducing emissions and aiming to achieve the pledge through "cost-effective marketbased measures at a global level", which is how carbon offsets are often described. "REKI tries to
dissociate itself from REDD+ to avoid REDD+- offset related controversies and attempts to display the
project as biodiversity project instead of a climate change project. This is demonstrated by the new project
homepage which neither refers to REDD+ nor carbon sequestration. Nevertheless, the main donors DANIDA
and ICI still list carbon sequestration or REDD+ as objectives of the Harapan project on their web pages,"
Hein and Faust write (see below).
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What do the project promoters say they are doing?
The project partners cite restoration of previously logged forests as the principal objective of the
Harapan Rainforest Project. As activities they list establishing nurseries, restoration planting,
patrolling of the restoration concession area to prevent "new encroachment", and setting up
alternative income opportunities, in particular for the more than 200 indigenous Batin Sembilan
families who live on the land now part of the Harapan Rainforest restoration concession. One
document notes that there "are six villages (total population 15,074) that interact with HRF whether it is
through gathering non-timber forest products or being dependent on it for their water resources. Furthermore,
the HRF plays an important role in contributing to the local economy through employment of local people,
procurement of services (catering, planting, community tree nurseries, building construction) and provision of
health and education to local communities. HRF employs approximately 100 people from local
communities." 112
DANIDA states that its funding to the Harapan Rainforest Project aims "to contribute to a significant
CO2 net emission reduction from Indonesia’s forests while co-benefits (biodiversity, livelihoods) are stabilised.
The immediate objective will be to ensure that Harapan Rainforest is managed sustainably and serves as a
model for ecosystem restoration and REDD in Indonesia and elsewhere." The activities mentioned are
"forest conservation and restoration; community development; policy support, capacity building and knowledge
management; research and monitoring."

What has been happening in reality?
The land use history in and around the Harapan Rainforest restoration project is complex. One
article on the conflicts between different land users in the Harapan Rainforest project area explains
that "[t]he roots of this conflict in Harapan Rainforest have a strong relationship with central and local
government policy. These policies still prioritize the companies as managers of the production forest creating
land tenure inequalities […]. This can be demonstrated by the fact that 99% of production forests are under
company management and less than 1% are under community management until 2011. In Jambi and the area
surrounding the Harapan Rainforest, most of the forest and the land have been leased to oil palm and
industrial plantation companies." 113
The project claims to have negotiated conservation agreements with most of the Batin Sembilan
villages and says it dedicated 5% of the concession as a "livelihood zone". The agreements are said to
allow the use of a parcel of land and collection of non-timber forest products within the project area,
in accordance with guidelines developed by PT REKI (e.g. no oil palm cultivation and no shifting
cultivation). It is unclear whether grievances have been resolved that were expressed by members of
the Batin Sembilan living in the Harapan Rainforest Project in a letter in April 2013 to Germany’s
International Climate Initiative. The letter requests that PT REKI “prioritize conflict resolution
efforts” and avoid “intimidating and insulting language and communication”.
Conflicts are ongoing with families who have settled in the area during the Indonesian
Government's transmigration scheme between 1984 and 1997, as well as more recently. More than
14,000 families are estimated to have (been) settled in the region during the transmigration scheme,
and some 25% of the concession are estimated to be in use by peasants who arrived in the region
since 1994. In 2008, La Via Campesina and the Indonesian Farmers Union SPI reported that the
Harapan Rainforest Project was causing conflicts. SPI reports the case of one villager who lived in
an area of the project where "during the eighties, the development of industrial forest exploitations (for
timber, paper…) stole the forest areas from indigenous people. Private companies logged forests to exhaustion.
When their concession from the government had expired, the companies went away, leaving behind a
devastated area. Peasants and indigenous people reclaimed it to produce food such as rice, beans and fruits.
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1500 families organised in the Indonesian Peasant’s Union (SPI) occupied an areas as wide as 101.365
hectares, where they tilled the land, they built their houses, and created their territories and communities. […]
When PT Reiki took control over the area, peasants and indigenous people where kicked out of their land, they
were intimidated, arrested and interrogated. They were forced to sign a letter where they agree to leave the
area and to never come back again. Some peasants were sent to jail and then released," SPI wrote in 2008.

Find out more about this project:
- REDD-Monitor (2013): Harapan Rainforest Project: A response from Germany’s International
Climate Initiative. http://www.redd-monitor.org/2013/06/17/harapan-rainforest-project-aresponse-from-germanys-international-climate-initiative/ and collection of REDD Monitor articles
on the Harapan Rainforest Project: http://www.redd-monitor.org/?s=Harapan
- La Via Campesina International (2008): Small farmers victims of forest carbon trading.
http://viacampesina.org/en/index.php/actions-and-events-mainmenu-26/-climate-change-andagrofuels-mainmenu-75/629-small-farmers-victims-of-forest-carbon-trading
- Jonas Hein & Heiko Faust (2014): Conservation, REDD+ and the struggle for land in Jambi,
Indonesia. Pacific Geographies No. 41. http://www.die-gdi.de/en/otherspublications/article/conservation-redd-and-the-struggle-for-land-in-jambi-indonesia/

24 - "The military is settling in there and cutting down the forest":
Oddar Meanchey, Cambodia
Who's behind the project?
The project was initiated by Terra Global Capital, a private investment firm set up in 2006 and
based in the USA and Pact, an international NGO. Start-up funding was provided by DANIDA,
NZAid and DFID. Additional funding support came from the Clinton Foundation, United Nations
Development Programme and Japan International Cooperation Agency. In 2011, the U.S.
Government agency Overseas Private Investment Corporation (OPIC) provided USD 900,000 in
political risk insurance for Terra Global Capital. OPIC’s support for Terra Global Capital is the
world’s first political risk insurance coverage for a REDD project. OPIC later also provided USD 40
million in financing for Terra Bella, a private equity firm linked to Terra Global Capital. Terra Bella
were hoping to raise USD 100 million for similar projects in Africa, Latin America and Southeast
Asia.
The project is jointly implemented by Cambodia's Forestry Administration, Terra Global Capital,
Pact and Children’s Development Association. It aims to generate "a 30-year revenue flow that will be
used to pay for conserving 64,318 hectares of forests by selling forest carbon credits in an international carbon
market."

What do the project promoters say they are doing?
According to Oddar Meanchey REDD+ project documents, the project is expected to sequester 7.1
million tonnes of CO2 over 30 years, "demonstrating how developing countries can generate income from
carbon markets and positively impact climate change". According to a 2009 government document
related to the project, revenue from carbon credit sales would be used to "improve forest quality, benefit
48

Comment Overview

toConflicts,
Table ofContradictions
Contents and Lies
REDD: ANavigate
Collection of
local communities and conduct further studies for new REDD projects." Project documentation also notes
that at least 50 percent of net revenues would support communities' activities like "improving
farming practices, employing patrols and planting more trees." 114
In 2013, the Oddar Meanchey REDD+ was certified by the Verified Carbon Standard (VCS) and
received 'triple gold accreditation' from the Climate, Community and Biodiversity (CCB)
certification standard.

What has been happening in reality?
A September 2013 article in The Cambodia Daily sums up the reality of the Oddar Meanchey
REDD+ project: "Cambodia’s only U.N.-backed carbon trading scheme is still nowhere near making any
money for communities and logging in the area continues to threaten the very forests supposed to generate tens
of millions of dollars over the next 30 years". 115 Illegal logging continues to threaten the community
forests the project was meant to protect. “The military is settling in there and cutting down the forest,” a
representative of one community in Oddar Meanchey explained to researchers.
A June 2014 article on REDD-Monitor notes that the Cambodian military had been clearing forest
in the area of the Thai border for several years, and that this included forests inside the Oddar
Meanchey REDD+ project area. The article also notes that at the time of writing, no carbon credits
had been sold from the project, which put project partners in a difficult position: Funding, including
to pay for protection of the community forests, was supposed to come from the sale of carbon
credits. Initially, Pact had been paying community forest members to patrol the forest areas, but in
2013 forest patrols were stopped because the 'start-up' money had run out.

Find out more about this project:
- REDD-Monitor (2014): Military clearing of community forests in Oddar Meanchey, Cambodia.
http://www.redd-monitor.org/2014
/06/13/military-clearing-of-community-forests-in-oddar-meanchey-cambodia-photos/#more15259 and http://www.redd-monitor.org
/2014/01/27/some-questions-about-the-oddar-meanchey-redd-project-in-cambodia/
- Focus on the Global South, Pacific Environment & FERN (2012): Precedent-Setting Insurance for
REDD Project in Cambodia Raises Concerns. “US Agency protects the investor, but will it protect
the forest?” http://focusweb.org/sites/www.focusweb.org/files/OPIC
%20Risk%20Insurance%20REDD%20Cambodia.pdf
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The World Bank's role in jump-starting a carbon market for REDD
On the sidelines of the UN's climate meeting in 2007 in Bali, Indonesia – the meeting that adopted
REDD as a new attempt to integrating forests into a future international climate agreement - the
World Bank launched the Forest Carbon Partnership Facility (FCPF). The governments of Australia,
Canada, France, Germany, Norway, Switzerland, UK, USA, the European Commission as well as
French Development Bank CDC Climat, British Petroleum Technology Ventures Inc. (BP) and
conservation NGO The Nature Conservancy (TNC) are paying members to the FCPF's Carbon
Fund. 116 Germany, Norway and The Nature Conservancy in particular have also made significant
investments into REDD and forest carbon initiatives elsewhere.
The long-term objective of the Facility has been clear from the start. A World Bank statement
released at the FCPF launch in 2007 includes the following statement: "The Facility's ultimate goal is to
jump-start a forest carbon market that tips the economic balance in favor of conserving forests." 117 And the
FCPF website explains that: “The FCPF Carbon Fund will provide performance-based payments to about
five countries that have made significant progress in their REDD+ readiness endeavors. Such performancebased payments will play an essential part in valuing forests more while they are standing than when they are
cut”. 118
Because the FCPF charter includes a closing date for the facility of 31 December 2020, the FCPF's
focus appears to be on putting in place REDD programmes that will deliver carbon credits to the
governments, CDC Climat and the two private entities BP and TNC that have invested in the Carbon
Fund and expect carbon credits in return for their investment.
In the rush to show progress towards a REDD carbon market and produce carbon credits for the fund
investors despite the collapse of carbon prices on carbon markets, the FCPF and three of the countries
that have been accepted into the FCPF Carbon Fund - Costa Rica, the Democratic Republic of Congo
(DRC) and Nepal – have agreed on prices at or below USD 5 per REDD credit (worth 1 tonne of
CO2e). But how can a price of USD 5 per tonne CO2e contribute to "valuing forests more while they are
standing than when they are cut”? Most estimates put ‘opportunity costs’ – the revenue foregone if the
forest is not used as was planned without REDD activity – for all commercial activities in forests
except for shifting cultivation far above the proposed carbon payments of USD 5 per tonne of CO2.
Even within the flawed logic of REDD, a price of USD 5 would thus fail to tackle the real problems of
deforestation: large-scale agriculture, plantations or timber extraction all generate more than USD 5
per tonne of CO2. In other words, FCPF will not “value forests more standing than cut” for anything
other than forests used for subsistence farming. In the DRC documentation submitted to the Carbon
Fund, for example, stopping ‘unplanned deforestation’ (this also includes reducing local ‘illegal
logging’ and charcoal production) accounts for about 90% of the expected emissions reductions. 119 "In
the Congo Basin, a hectare of secondary forest, worth perhaps a one-off payment of USD 60 for avoided carbon
emissions, would more or less equate to the most productive annual ‘new planting’ area in a rotational farming
system supporting a family of perhaps 7-10 people." 120

Find out more about the Forest Carbon Partnership Facility and its Carbon Fund:
- REDD Monitor (2014): Gangster Squad, the FCPF and the Carbon Fund http://www.reddmonitor.org/2014/09/19/gangster-squad-the-fcpf-and-the-carbon-fund/
- FERN & FPP (2014): Implement in haste, repent at leisure.
http://www.fern.org/implementinhaste
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Why conflicts, contradictions, lies and restrictions to community
rights are inevitable in REDD
This report exposes REDD projects that have caused conflict and harm to forest communities; are
caught in contradictions and restrict traditional use of forests without consent of the customary
forest users in one way or another. The collection is far from complete, and includes only some
documented REDD initiatives. Many more examples exist where perceptions and experiences of
forest peoples and forest-dependent communities are in sharp contrast to the stories of local
communities rejoicing to participate in the REDD project that are told by REDD proponents.
REDD blames deforestation on shifting cultivation and small-scale peasant farming
The examples presented in this report put the spotlight on a disturbing trend in REDD – blaming
deforestation on villagers practicing shifting cultivation and small-scale peasant farming. But the
assumption that ''slash-and-burn' agriculture is the main driver of deforestation' is false 121, and has
been shown to be false many times. Shifting cultivation plays a central role in the social fabric and is
often enshrined in the legal or customary fabric of ascertaining forest use rights. Those who put the
blame for deforestation on small-scale agriculture regularly overlook these complexities.
REDD misses the big picture of destruction
Those perpetuating the myth of shifting cultivation as a key driver of deforestation blame smallscale farming at the same time as they remain largely silent over the real drivers of forest loss – and
climate change. A recent Forest Trends report highlighted the extent of large-scale, often illegal
deforestation as a key driver of forest loss. The report noted that "nearly half (49%) of all recent
tropical deforestation is the result of illegal clearing for commercial agriculture. 122" The report also says that
"half of this illegal destruction was driven by overseas demand for agricultural commodities including palm
oil, beef, soy, and wood products. In addition to devastating impacts on forest-dependent people and
biodiversity, the illegal conversion of tropical forests for commercial agriculture is estimated to produce 1.47
gigatonnes of carbon each year—equivalent to 25% of the EU’s annual fossil fuel-based emissions." REDD
will by definition of a market-based mechanism not address those 50% of the illegal deforestation.
But REDD will also fail to stop most legal but destructive deforestation that is linked to large-scale
monocultures of soya and oil palm expanding ever further into forests. The profits from this largescale destruction are orders of magnitude above the average of USD 5 per tonne of CO2 for REDD
credits traded on the voluntary market and REDD 'performance payment' deals. The German
government's REDD Early Movers as well as the World Bank Forest Carbon Partnership Facility
Carbon Fund have fixed prices for REDD credits at USD 5 per tonne of CO2.
The Central Kalimantan-based NGO Yayasan Petak Danum Kalimantan Tengah and 11 other
groups made the point that the now cancelled Kalimantan Forest Climate Partnership was missing
the big picture of destruction: “the KFCP project with a 120,000 ha […] project area pales in comparison
with the 15.1 million ha of the total area in central Kalimantan, at least 83 per cent of which will be converted
or destroyed through either oil palm, monoculture pulp plantations or mining permits issued by the relevant
authorities. […] Emissions from such a huge area will drastically overwhelm the insignificant and small
reduction from the KFCP site, assuming that KFCP will eventually lead to emission reduction, which is an
unrealistically optimistic assertion.” 123
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REDD fuels conflict in and among communities
Another recurring feature of REDD initiatives is that when they arrive in communities, they risk
fuelling conflicts over access to land; provoking violence against community members; generating
conflict within communities over a project motivated by a cause from the outside: industrialised
countries' unwillingness to live up to their historic responsibility to drastically reduce and phase out
fossil fuel use. Or consumers' unwillingness to accept that there is a large cost to the consumerist
lifestyle that is paid by others and that cannot be remedies by certified 'green consumption'. Instead,
through implementing REDD projects thousands of kilometres away from the actual cause of
climate change – the burning of fossil fuel in industrialized economies - those least responsible for
climate change, most dependent on the land and with little lobby in the halls of power are targeted
with projects forcing them to reduce the meagre emissions (temporarily) caused for producing food
to feed their families. Meanwhile, the underlying causes of deforestation and those who are behind
this large-scale deforestation – and climate change - can continue their destruction, pretending
action is taken and damage is offset.
Another disturbing effect of REDD on communities arises from many projects relying on
community members to patrol and report to REDD project proponents on violations of REDD
project rules, in particular opening of new forest gardens or other activities that are considered to
cause deforestation and thus prohibited by REDD project rules. REDD proponents count the
employment of community members as 'environmental agents', "agente fiscal" in some REDD
projects in Brazil, as a social benefit of their REDD activity. "There is something […] troubling about
conservation policy that seeks to undermine local social cohesion by asking people to report other members of
their community, or even their relatives, for environmental 'crimes' defined largely by outsiders," Ivan Scales
writes about a similar practise that conservation organisations use in conservation projects in
Madagascar. 124
REDD a risk to rights
Unresolved conflicts between the state, corporations and forest communities over customary rights
to territories and ownership of forests are common throughout the regions where REDD initiatives
are implemented. In all examples reviewed for this report, project proponents failed to fully
acknowledge the complexities, uncertainties and potential and existing conflicts over rights and
access to forests in the areas they had chosen for their REDD project. At best, the issue was
condensed into a project objective to be addressed within a short time-frame – an objective all
projects in this gallery failed to achieve. They did so in part because land tenure, particularly in
relation to forests, is inherently complex, social and political. The suggestion that land tenure and
customary rights questions can be achieved within a short timeframe shows the misconception of the
tenure context in many countries where REDD initiatives are taking place.
REDD also risks undermining existing and future rights to territories. Even where land title or
customary rights might be recognized on paper, implementation of REDD projects - especially
those that generate carbon credits - is likely to lead to forest peoples effectively losing the control
over their territories that a title document might initially grant. Tradable REDD credits are a form
of property title. Those who own the credit do not need to own the land nor the trees on the land.
What they do own is the right to restrict traditional use practises on the land; to monitor what is
happening in the territory and to request access to the territory at any time they choose as long as
they own the carbon credit.
One characteristic of REDD projects which also affects customary rights is that surveillance and
monitoring measures focus on community use of forests, not large-scale deforestation or
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biodiversity destruction. The use of little aeroplanes for surveillance of customary land use in the
WWF / Air France project in Madagascar is only one example of the intrusion REDD projects can
cause. Another characteristic that often causes conflict in communities is that among the few jobs
offered locally is always the local fiscal or surveillance agent. Their role is to pass information about
community use of the forest on to the project developers.
In 2013, CENSAT – Friends of the Earth Colombia undertook research into the contracts of REDD
projects that involved communities directly (often, communities are not involved but are only
affected by the REDD project's activities). 125 In addition to the consequences of REDD projects for
communities already described above, CENSAT found that where communities receive benefits or
are offered jobs, these often increase inequalities within the community: benefits went primarily to
local elites and restrictions applied mainly to marginalised community members.
CENSAT also found that many REDD contracts were full of “words written with the intention of not
being understood, not being fulfilled”, an assessment that corresponds with WRM’s impression of
REDD offset contracts that we have come across over the years. Often, the obligations that
communities or families enter into are not clearly explained or are described in ambiguous terms
that can easily be misinterpreted. Seeking legal advice on such complicated and ambiguous technical
documents is complicated by the fact that almost all REDD contracts that CENSAT analysed
contained strict confidentiality clauses. Many of the contracts and project documents are also
written in English, with only a partial or no translation into local languages, which further restricts
the possibility for communities to fully inform themselves about REDD projects presented to them.
REDD as political tool for advancing use of offsetting, including beyond the climate context
The Kalimantan Forest Climate Partnership was "a political tool for Australia and Indonesia to argue
for a market-based approach to financing REDD," Friends of the Earth Australia explain in their 2012
report on the Partnership. The same could be said for many other REDD initiatives, in particular
those implemented with direct funding from governments that in the UNFCCC negotiations insist
on 'market-based' (read: trading) or 'performance-based' (read: offsetting) instruments for REDD.
The FoE report cites a draft submission by Australia and Indonesia to UNFCCC working groups
which stated that the KFCP “trials innovative, market-oriented approaches to REDD financing and
REDD implementation measures. Australia and Indonesia will provide lessons learned from the KFCP into
the UNFCCC negotiations on REDD.”
It remains to be seen if the governments of Australia and Indonesia have learned lessons from the
KFCP –and what lessons they have learned. One lesson that conservation NGOs like The Nature
Conservancy appear to have learned is to abandon the projects, or pass responsibility on to the local
partners when conflicts arise and just set up new REDD projects in places where the illusion of
success has not yet been pinched by reports exposing the reality of REDD conflicts, contradictions
and lies. Past TNC "example[s] of REDD success" like the Noell Kempff or Guaraqueçaba Climate
Action projects no longer appear in current TNC material on the topic. They have been replaced by
new supposed "example[s] of REDD success" like the São Félix do Xingu REDD+ Pilot Program in
Brazil or the Berau Forest Carbon Program in Indonesia. 126 Also noteworthy is the switch from
'project' to 'programme'. REDD is moving from forest projects to landscape programmes: More of
the same, just bigger and with bigger risk to cause harm.
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REDD offsets: Immoral and unjust
REDD projects, and carbon offsets in general, raise an ethical 'problem': the burden to reduce what
are essentially sustenance emissions linked to a very low-carbon way of life falls to the poorest
members of society who have very little scope with which to adapt. REDD offsets generated by
those who have contributed the least to the climate crisis and are pushed to alter the land use that
provides their sustenance allow the most affluent members of society, who have a historic
responsibility for climate change, to pay their way out of the responsibility to change the lifestyle.
When, for example, a company offers its clients the opportunity to offset their carbon emissions by
financing a REDD project like the HCPF in Madagascar, it equates carbon emissions from leisure
activities (air travel for holidays, the purchase of a computer, the FIFA World Cup, a Formula One
Motor Racing spectacle, etc.) with carbon emitted in an attempt to meet basic needs and
fundamental rights (feeding oneself using shifting cultivation to clear land).
REDD is fatally flawed
This gallery of conflicts, contradictions and lies shows that REDD is doomed to fail forestdependent communities, forests and the climate. REDD is facing the same fate as the FAO and
World Bank Tropical Forestry Action Plan (TFAP) did in the late 1980s. TFAP was the first large
programme that the FAO and the World Bank launched to halt forest loss. A report for WRM in
1990 showed that "the Tropical Forestry Action Plan is fatally flawed. Far from curbing forest loss, the
Plan will accelerate deforestation." 127 Little change to the analysis from some 24 years back would be
required to make it applicable to REDD, REDD+, blue REDD and probably soon, landscape REDD
and 'climate-smart' agriculture (nothing smart about 'CSA'! 128).
Deforestation and the related emissions will continue, and in the process REDD and related
initiatives will continue to cause harm by vilifying forest-dependent communities and those who
produce the majority of the world's food – small scale farmers. It is therefore time for governments
and international agencies to stop supporting the REDD experiment and finally start addressing the
underlying drivers of forest loss and climate change!
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More information
Declarations
Call to action on the occasion of the climate conference in Lima, Peru, December 2014: Reject
REDD+ and extractive industries confront capitalism and defend life and territories.
http://wrm.org.uy/actions-and-campaigns/to-reject-redd-and-extractive-industries-to-confrontcapitalism-and-defend-life-and-territories/
Maputo Statement: No REDD in Africa Network Declaration on REDD. September 2013.
http://no-redd-africa.org/index.php/declarations/42-maputo-statement-no-redd-in-africa-networkdeclaration-on-redd

Films
World Rainforest Movement (2012): Disputed Territory. The green economy versus communitybased economies. http://wrm.org.uy/videos/disputed-territory-the-green-economy-versuscommunity-based-economies/
Zembla (2008): CO2 Alibi. 35-minute video about the FACE-UWA carbon offset project.
http://www.youtube.com/watch?v=mVEGvA_Vfhs French version: http://vimeo.com/12020892
Global Forest Ecology Project (2011): Amador Hernandez, Chiapas: Starved of Medical Services for
REDD. https://www.youtube.com/watch?v=v6DAb6Y0Ji0
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Executive summary

Now that various REDD readiness and REDD projects have been
underway for some time, we can see that—as already predicted
by Friends of the Earth International and other movements and
organisations in civil society—REDD is a risky and false solution
to climate change, both in theory and in practice.
There are now some notable real world examples demonstrating
that REDD projects can facilitate rather than prevent the
continued use of fossil fuels; exacerbate tensions over land and
resource rights; have significant negative impacts on forestdependent Indigenous Peoples and local communities; threaten
food security; and even endanger forests. Some REDD projects
have also faced significant financial difficulties, wasting
considerable amounts of public funding.
In this brief report we look at three specific case studies, but
there are already numerous examples of ‘REDD going wrong’.
We eventually selected the N’hambita Pilot Project in
Mozambique, the Kalimantan Forests and Climate Partnership
(KFCP) in Indonesia, and the implementation of REDD+ in Peru,
as three case studies that demonstrate a range of issues and
problems relating to REDD.

© brooke anderson/critical information collective

The N’hambita project in Mozambique—quoted as a model
project by the UN, and partly funded by the EU—is a clear
example of a forest carbon/REDD project that has failed to deliver
on most of its social, economic and environmental objectives. It
has experienced severe methodological difficulties, including
with respect to lack of baselines and poor accounting. Most of the
farmers that have been contracted to grow trees do not
understand that they (and their descendants should they die)
have signed up to a 100-year obligation to look after the trees,

Women protesting against Chevron, California.

4 | FoEI

even though payments will cease after just seven years. Indeed,
when questioned many of them stated they may cut down all but
their fruit trees after the seven years, and some even think that
the timber is one of the intended benefits of the project. Families
have also found it increasingly difficult to secure enough food
because of the time spent tending saplings. On top of all this, the
project has been a financial disaster, with expected income from
carbon markets not even covering the operating costs of the
project. The fact that this failed project was also awarded ‘triple
gold status’ by the Climate Community and Biodiversity Alliance
(CCBA)—on the basis of a flawed assessment—also highlights
how misleading such certification processes can be.
The KFCP, another high profile demonstration REDD+ project, also
failed to meet most of its objectives and has been quietly shelved
by its funder, the Australian government. Even though KFCP was
set up to demonstrate how to share the benefits of REDD projects
with local communities, it was constantly accused of failing to
consult and engage communities and of ignoring local Dayak
knowledge about peatland rehabilitation and fire management.
KFCP also exacerbated existing conflicts about land tenure, and
there were numerous methodological and technical problems.
Deforestation and the spread of oil palm plantations in the
broader area continue unabated. The Australian government has
yet to explain the specific reasons why it decided to curtail most
of the planned activities so abruptly.
The implementation of REDD+ in Peru shows how REDD can be
used to distract attention from genuine solutions to climate
change and to ‘greenwash’ company credentials. It also shows how
REDD can be manipulated to further economic growth objectives.
One common factor that emerges very strongly from these case
studies is the extraordinarily disruptive influence that REDD+
projects can have on Indigenous Peoples and local communities,
especially if people have not consented to the project in
question or been engaged in its design, or if there are existing
uncertainties about land tenure. We also found that REDD+
projects can trample over existing local knowledge, and
interfere with local food security.
REDD can also impact marginalised communities in
industrialised countries. For example, by increasing the quantity
of offsets available to industry the ongoing development of
links between California’s cap-and-trade programme and REDD
projects in Chiapas, Mexico and Acre, Brazil, is likely to make it
easier for California’s industry to continue polluting. A clear
example of this is Chevron’s polluting refinery in Richmond,
California, which Chevron is expanding so that it can process
heavy crude oil from fracking and tar sands. Chevron claims
there will be no ‘net increase’ in polluting emissions, but has
conceded that extra emissions would be offset through
California’s carbon cap-and-trade system.
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Furthermore, REDD is not a suitable source of financing for
mechanisms to prevent deforestation and mitigate climate
change, particularly because it is risky and unsustainable. Bringing
volatile carbon markets into the equation by linking them to REDD
is even more of a gamble—if the price at which carbon is traded
plummets, vital project financing can vanish virtually overnight.

In addition the need to address the real underlying ‘drivers’ of
deforestation needs to be translated into real efforts to reduce
excessive levels of consumption of food, timber and metals by
wealthy countries and elites (since all contribute significantly to
deforestation); and a focus on reducing greenhouse gas
emissions domestically in industrialised countries.

The question then becomes: what is the alternative? The
answer to that question is community forest management,
based on customary traditional knowledge and led by
communities. There is now a growing body of evidence showing
that supporting and strengthening communities’ ability to
manage forests is a feasible and cost-effective approach to
reducing deforestation which is more effective than the
‘protected areas’ approach, and also complies with numerous
instruments, tools and human rights policies (such as the UN
Declaration on the Rights of Indigenous Peoples).

This alternative approach has already been proposed to the UN
Framework Convention on Climate Change (UNFCCC) by the
Bolivian government on the basis of the conclusions of the 2010
World People’s Conference on Climate Change and Rights of
Mother Earth. The seeds of change have already been sown.
Now it is time to ditch risky REDD for known community
approaches that are effective, ethical and equitable.

© jason taylor, FoEI/critical information collective

A key first step in this direction is resolving outstanding land
tenure issues. As we see in Costa Rica, community forest
management processes already in place would be greatly
improved by clarity about communities’ tenure with respect to
their community forests.

Community forest rangers, El Salvador.
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Introduction

The great REDD gamble
Time to ditch risky REDD for community-based approaches that are effective, ethical and equitable

Government negotiators involved in the UN’s climate change
negotiations are gambling with our collective future, choosing
risky ‘innovative financial mechanisms’ such as REDD+
(Reducing Emissions from Deforestation and forest
Degradation) that involve the further commodification and
financialisation of nature, instead of tried and tested
approaches that already exist.
This high-risk strategy is being pursued to promote corporate
interests, with a view to leveraging private finance, reducing the
cost to the public purse, and maintaining short-term economic
growth. This approach is perilous and short-sighted; addressing
climate change cannot take second place to these other concerns.
Crucially, it is an approach that is not working. In spite of the global
community’s efforts to address climate change over the last twenty
years, global greenhouse gas emissions are still increasing.1 A key
issue is that the current economic dynamic based on excessive
consumption of the world’s resources has gone unchallenged:
greenhouse gases are still growing in the energy use, industry,
transport and buildings sectors.2,3 Current ‘solutions’ to climate
change propel this economic dynamic forward rather than
challenging it, with nature being converted into yet more products
that can be bought and sold. This has been characterised as a new
form of enclosure of the commons.4
This vogue for ‘innovative financial mechanisms’ includes carbon
markets, which have been championed by governments such as
those in the EU as a cost-effective means of dealing with climate
change. But carbon markets facilitate continued over-consumption
in the global North as well as being unreliable and subject to fraud.5
The EU’s Emissions Trading Scheme is an illuminating example of
just how complex, chaotic and ineffective this approach can be.6
REDD (Reducing Emissions from Deforestation and forest
Degradation) is a similar mechanism with similar flaws. Developed
within the UN Framework Convention on Climate Change
(UNFCCC) it is based on the superficially attractive idea that the
owners of tropical forests should be paid compensation for
maintaining their forests rather than cutting them down (since
deforestation and the subsequent decomposition of timber and its
products are responsible for significant quantities of the
greenhouse gases that cause climate change).7 In reality however,
REDD is riddled with problems, both in theory and in practice.

6 | FoEI

FoEI member groups, especially those based in the global South,
have been working closely with allies and communities affected by
and resisting REDD projects on their land. Through this work and
the knowledge gained, we recognise that REDD really is capable of
creating more problems than solutions.
The most egregious of these is that by increasing the value of
standing forests, REDD is exacerbating existing tensions around
land tenure and access to resources. It can also impede ongoing
efforts to resolve land tenure disputes,8 as REDD presents
governments with an increasing financial incentive for the state to
retain or assert ownership. The complexity and technicalities of
REDD are also distracting attention away from critical debates
about land tenure that were already underway in countries like
Costa Rica. This is critical for the one billion people, including 60
million Indigenous People, who are dependent on forests for their
livelihoods, food and medicine. These sorts of impacts have already
been seen with global efforts to delineate protected areas in order
to conserve biodiversity. An IUCN review of the Convention on
Biological Diversity’s Programme of Work on Protected Areas found
that the way in which Indigenous Peoples’ and local communities’
rights were dealt with was very variable, and that there were many
examples of bad or inequitable practice. It also found that
protected areas are sometimes used as a pawn in broader
dialogues about land claims and restitution as well.9
At the other end of the spectrum, REDD may work more effectively
for wealthier stakeholders, who have clear land tenure or
concessions and are directly responsible for deforestation, such as
logging companies. Indeed, the current version of REDD, REDD+,10
has been designed with these stakeholders in mind. These REDD
participants are also likely to have better management,
participation and negotiating capacity, putting them in an
extremely advantageous position when it comes to complex REDD
negotiations and operations. A study examining the long-standing
Costa Rican Payment for Environmental Services scheme, which
works in a similar way to REDD, found that payments tend to go to
relatively large farms and private companies.11
A third fundamental flaw is that REDD can lead to cultural
upheaval even in those projects that are developed in
collaboration with Indigenous Peoples and local communities
and designed to provide them with some compensatory income.
The constraints imposed by such projects can cause communities
to lose their links to and knowledge about the forests, and
become more reliant on acquiring money to buy in the goods and
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services that the forest previously provided them with. This also
means that conservation becomes conditional on communities
receiving payment for what they used to do by conviction. A
practical consequence of this ‘REDD mentality’ is that if funding is
subsequently withdrawn forest owners may then decide that if
they are not being paid to preserve the trees they should harvest
them and make money that way. We have seen incidences of this
in communities in Colombia, Costa Rica, Mexico and Brazil,12 and
it is evident in the N’hambita case study too.
A further problem is that REDD treats forests as nothing more than
‘carbon stocks’, a commodity to be traded on stock exchanges and
markets. According to this logic the ‘best’ forest will be the one that
stores the most carbon, regardless of their biodiversity. Yet forests
are some of the most diverse ecosystems on the planet, where local
communities and Indigenous Peoples have played an important
role in shaping landscapes, and conserving and improving
biodiversity. REDD has not been designed with this in mind.

REDD was included in the climate change agenda in 2007 at
the UNFCCC COP 13 held in Bali.14 In the intervening years,
REDD processes have advanced in the UNFCCC negotiations
and through the establishment of international
mechanisms (such as Norway’s support for Brazil’s Amazon
Fund15) and other processes (such as the Governors’ Climate
and Forests Task Force16).
Additional developments include ‘blue carbon’ projects,
which are based on applying a REDD-style approach to
coastal ecosystems including mangrove forests.17 There is
also a trend towards discussing ‘landscape REDD,’ bringing
forests and agriculture together under the REDD banner.18
Similarly the UNFCCC’s relatively new Green Climate Fund
seeks to support national level approaches and ‘low
emissions and climate resilient development’.19 But
broadening the scope of such a fundamentally flawed
mechanism increases its potential to negatively impact
people and their environment.
Unfortunately, REDD ‘safeguards’ discussed and approved in
Cancun in 2010 are likely to have little impact, because they
are weak and non-binding.20 Current debate about
safeguards within the World Bank (which has been heavily
involved in rolling REDD out via its Forest Carbon
Partnership Facility) is also extremely worrying, as it seems
to be backtracking on its own previously agreed safeguards.
For example, a 2104 consultation draft included a provision
that would allow governments to ‘opt out’ of safeguards
designed to protect Indigenous Peoples from the impacts of
the Bank’s lending.21

© orin langelle/critical information collective

It is important to remember that REDD projects are likely to be
problematic whether they are funded through carbon markets and
private investment or by governments. Publicly funded projects
may suffer all or many of the flaws identified in this report. They
can also be used to promote national level carbon markets, offsets,
the commodification of forests, and forestry and agriculture, and
will not necessarily adhere to the rights of or benefit local
communities and Indigenous Peoples.

BOX 1: The evolution of REDD13

Pollution can continue in industrialised countries if offset against forest carbon and other projects.
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one FoEI’s position on REDD: why REDD is a false solution

FoEI’s position on REDD:
why REDD is a false solution
Friends of the Earth International opposes REDD. Our ‘No REDD’
position has been developed after long and fruitful discussions
amongst our members, and is based on our work with local
communities and Indigenous Peoples, our collaboration with
allied civil society organisations and social movements such as
La Vía Campesina and World Rainforest Movement, and our
involvement in tracking the development of intergovernmental
climate change negotiations. We have nine key concerns:
1. REDD linked to carbon offsets cannot deliver permanent
emissions reductions

© eric wakker, aidenvironment/critical information collective

To mitigate climate change, it is absolutely critical that a
distinction is made between the long-term geological carbon
cycle, in which undisturbed fossil fuels are locked away
underground for millennia, and the temporary above-ground
carbon cycle, which involves carbon being stored in trees, other
plants and soils, for relatively short periods of time. If REDD
project credits are used as carbon offsets, allowing continued
emissions based on fossil fuels elsewhere, this distinction is
lost. As the European Commission has itself observed: “[land
use change and forestry] projects cannot physically deliver
permanent emissions reductions.”22

Endangered forest.
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2. Ongoing methodological problems mean that REDD/carbon
offset projects that are not successfully reducing emissions
could still be used to condone continued emissions elsewhere
Despite some gains in satellite technology, numerous
methodological problems involved in quantifying the emissions
saved through REDD projects continue. This includes identifying
and agreeing baseline or reference levels against which
measurements will be made. This is a notable feature of the
N’hambita case study in Mozambique.
Allowing REDD credits to be purchased as carbon offsets can
also impact marginalised communities living in polluted areas
in industrialised countries. For example, by increasing the
quantity of offsets available to industrial emitters in California,
the ongoing development of links between California’s cap-andtrade programme and REDD projects in Chiapas, Mexico and
Acre, Brazil, is likely to make it easier for California’s industry to
continue polluting.23 A clear example of this is Chevron’s
polluting refinery in Richmond, California, which Chevron is
expanding so that it can process heavy crude oil from fracking
and tar sands.24,25 Chevron, already California’s largest industrial
emitter of greenhouse gases,26 claims there will be no ‘net
increase’ in polluting emissions, because extra emissions will be
offset through California’s carbon cap-and-trade system.27
3. Because REDD is designed to be ‘market-friendly’, it not does
not address the need to reduce demand for and overconsumption of food, timber and mining products grown in
place of or extracted from forests
REDD ignores underlying causes of deforestation including
over-consumption by wealthy elites, and governments’
overwhelming focus on ensuring that their economies can
compete on global markets. This neoliberal approach continues
to drive the production of goods at maximum volume and
minimum cost. REDD is favoured by governments precisely
because it does not challenge demand for exports of food,
timber and other products that involve deforestation. The case
study of Peru shows how a country’s economic aspirations still
take precedence. Peru’s REDD projects are primarily designed to
promote forestry and ‘carbon positive’ agriculture (see case
study for more detail).
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Without reducing consumption and demand for these products
the problem of ‘leakage’ (deforesting activities happening
elsewhere) remains, whether REDD is undertaken at the
project-level or nationally.28

5. REDD is expensive and can create adverse incentives
for deforestation
REDD has been popular with governments because it is
considered to be relatively cheap. However, the influential
‘McKinsey cost curve,’ which is supposed to demonstrate this, is
deeply flawed. For example, it neglects the complexity and costs of
dealing with the underlying drivers of deforestation, and overlooks
important technical, legal, social and environmental costs.31

Furthermore, if widely implemented, REDD could reduce the
availability of forest, arable lands and mining deposits. While
reducing production and over-consumption by wealthy elites is
a desirable objective, simply reducing supply without reducing
demand could have some undesirable consequences. For
example, it could push up the price of raw materials on global
markets, which would in turn increase the ‘opportunity costs’
that REDD finance has to compensate for. This could also lead
some countries to increase their agricultural or mining
production to the detriment of forests. It would also make land
and resources more valuable, which could increase land
grabbing. And it would increase the cost of food and products
for everyone including impoverished communities.

In addition, REDD encourages governments to maintain or at
least plan for high levels of deforestation, to increase likely
compensation.32 The McKinsey consultancy has encouraged
governments to do this.33

4. REDD projects are inherently risky, for peoples and
communities, and even investors

6. REDD exacerbates weak law enforcement, corruption
and land tenure disputes

REDD is not a suitable source of finance for forest conservation,
especially because it is risky and unsustainable. Bringing volatile
carbon markets into the equation by linking them to REDD is
even more of a gamble—if the price at which carbon is traded
plummets, vital project financing can vanish without warning.29
REDD linked to carbon markets would hold the future of the
world’s forests and forest peoples ransom to the price of carbon
and the vicissitudes of the financial sector. Turning emissions
reductions from forests into an abstract commodity exposes
local communities to global commercial power structures and
increasing competition for land and forest carbon resources.

Weak governance of the forest industry, weak law enforcement,
and unclear land tenure in many developing nations are
themselves drivers of deforestation. Forest carbon projects like
REDD exacerbate these problems,34 whether privately or publicly
funded, particularly because they can aggravate existing land and
resource disputes, especially in cases where governments allocate
carbon rights that conflict with the land rights of Indigenous and
forest peoples. Examples include the implementation of REDD in
Cameroon35 and the Kalimantan Forests and Climate Partnership
project in Indonesia. There are reported cases of small holders
and local communities being threatened and criminalised as well,
in countries such as Peru36 and Brazil.37

In addition, REDD projects themselves are inherently risky for all
involved, particularly because forests are vulnerable to future
weather events, fire and illegal logging. REDD can also involve
huge risks for communities or peoples. Making ‘performance
based’ payments to local communities creates an uncertain and
unpredictable income stream and their receipt of money is
contingent on factors that may be beyond their control. These
risks are clearly seen in the N’hambita case study in Mozambique.
In general, adopting ‘solutions’ that are so risky jeopardises
efforts to mitigate climate change. Time is of the essence, and
there is no time to ‘experiment’ with different solutions. The
Intergovernmental Panel on Climate Change recently warned
that countries need to agree to a global climate deal almost
immediately, and participate fully, to keep climate change
within safer levels.30

Due to the high administrative costs associated with REDD
projects, a REDD market will also privilege wealthy buyers and
intermediaries, rather than forest communities making a once-ina-lifetime decision with respect to the resources they rely upon.

The complexity of both REDD and carbon markets is already
creating an ideal cover for corruption and fraud, both nationally
and internationally, especially where law enforcement is weak.38
In Colombia, for instance, the government has been trying to
stop ‘carbon cowboys’ persuading communities to sign over the
management of their territories so that they can reap the
rewards of carbon income.39 Interpol has also noted that, “Alarm
bells are ringing. It is simply too big to monitor. The potential for
criminality is vast and has not been taken into account by the
people who set it up.”40
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one FoEI’s position on REDD: why REDD is a false solution
continued

7. REDD projects may ignore important cultural and social
aspects of Indigenous Peoples’ and local communities’
relationships with forests
REDD implementation may not take important cultural and social
impacts into account, and local communities and Indigenous
Peoples may find that their right to Free, Prior and Informed
Consent is ignored. In Costa Rica, for example, the BriBri
Indigenous People’s sacred sites have been targeted for REDD.41 In
Peru, communities local to the BioCorridor Martin Sagrado Project
were only consulted after the project was approved, meaning that
their consent was not sought (see case study below). The Kuna
people in Panama have decided to pre-empt such problems by
rejecting all REDD projects on their Indigenous Comarcas.42
8. REDD fails to distinguish between biodiverse forests
and monoculture plantations

9. REDD diverts attention away from industrialised countries’
climate debt
REDD is currently the centrepiece in UN climate change
negotiations, which are now focused on a ‘universal agreement’
involving action by both developed and developing countries.
This overall shift has helped to divert attention away from
industrialised countries’ responsibility for climate change and
their previous Kyoto Protocol commitments to reducing
emissions and supporting mitigation and adaptation in other
countries. The central question of climate debt is thus
sidestepped and the burden has shifted so that there is an
increasing requirement for action in developing countries.

© orin langelle/critical information collective

So long as the UNFCCC fails to make a distinction between
biodiverse forests and virtually lifeless monoculture plantations

it is hard to see how safeguards that are supposed to protect
natural forests from conversion as part of a REDD project could
possibly be enforced in practice. There is also no agreed
definition of ‘forest degradation’ in the UNFCCC.43

African oil palm plantation, Mexico.
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two When REDD goes wrong: real world examples

When REDD goes wrong:
real world examples
The case studies below and numerous other referenced
examples show that several REDD projects and policies are not
delivering, or are not likely to deliver, all or some of the
outcomes that were anticipated, either by the project
managers, or by Indigenous Peoples and local communities.

In some cases REDD projects are also condemning local
communities and Indigenous Peoples to dependency on
alternative and potentially insufficient economic resources. This
is clearly the case in the N’hambita project in Mozambique (see
below) and FoE Mexico also reports that REDD in Chiapas will
not generate enough money to stave off poverty.50

© tamra gilbertson, carbon trade watch/critical information collective

In particular, some Indigenous Peoples and local communities
in southern countries are finding that they are unable to
exercise all their rights over their territories when a REDD
project is in place. In the first place there can be difficulties
relating to transparency, with governments being unwilling to
engage civil society fully, especially those organisations that
oppose REDD. We have seen many examples of this, including in
Cameroon,44 Costa Rica45 and Mozambique.46

Furthermore, some REDD projects are criminalising local
communities and Indigenous Peoples, imposing punishments
and sanctions on those who continue with local forest
management practices such as crop rotation for local
consumption, harvesting of non-timber products. or spiritual
practices. In Acre, in Brazil, for example, the Purus Project limits
and monitors local migrant community activities, while
‘allowing’ people to continue living in an area they have actually
inhabited for decades.47 In northern Peru, community members
have been charged for practicing shifting agriculture in the Cerro
Escalera Regional Conservation Area.48 In Mata Atlántica in Brazil,
local people have been similarly threatened and detained.49

REDD in Kampar peninsula, Indonesia, is sponsored by APRIL, Asia’s second largest pulp and paper manufacturer.
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two When REDD goes wrong: real world examples
continued

The Kalimantan Forests and Climate Partnership (KFCP) was
launched in Indonesia in 2007 as a REDD ‘demonstration’ project.
It was specifically intended to demonstrate how to achieve
emissions reductions in carbon-storing peat swamps, and how to
effectively and equitably share the benefits of REDD projects with
local communities. It was also intended to enable Indonesia’s
“meaningful participation” in future international carbon
markets.51 However, in July 2013 the Australian government
decided not to continue the project, even though it was clear that
it was still far from having achieved its objectives.52,53
KFCP was supposed to re-flood 200,000 ha of peat lands. Peat
soil is a remarkable carbon store, but the peat had previously
been drained for a rice-growing project that subsequently
failed. KFCP was also meant to protect 70,000 ha of peat forests
and involve the planting of 100 million saplings. Overall, it was
claimed that it would lead to a reduction of 700 million tonnes
of greenhouse gases over 30 years.54
However, the project soon ran into problems. In particular, it
generated considerable confusion and conflict amongst the
very local communities who were supposed to be at the heart of
it.55 It was constantly accused of failing to consult and engage
with communities, respect customary rights, and recognise and
incorporate Dayak knowledge of peatland rehabilitation and fire
management.56,57 Respect for customary rights is a crucial issue
in Indonesia. Between 50 and 80 million people live in
Indonesia’s forests, many of whom are customary land holders.
A recent constitutional court case established the validity of
these land rights in the Indonesian constitution, but the
Indonesian government is yet to act on this development.58

There were also numerous methodological and technical
problems.59 In addition, it seems that the plan to re-flood the
peat lands by blocking drainage canals was never implemented.
No major canals were blocked and only 15 of the 101 small
traditional canals targeted were blocked. This may be for the
best: there were criticisms that the planned approach ignored
the potential impacts of deploying heavy machinery, neglected
the fact that lack of material to fill in the canals could result in
more peat being dug up, and ignored local knowledge about the
traditional dam (tabat) method. The Australian government
identified other problems during the course of the project, with
respect to scale, capacity and payment, but the specific reasons
why the project was terminated have not been specified.
There has also been continued deforestation and expansion of oil
palm plantations in the project area; complex land tenure issues;
and severe criticisms in the Australian parliament and press.60
Complaints of corruption, profiteering and the intimidation of
local community members have also been levelled.61
FoE groups in Indonesia and Australia, together with FoEI, have
written to the Australian government requesting an open
review of the failed project, focusing on its implications for the
‘incentive-based model’ of REDD, and using REDD as a form of
carbon offsetting.62 Understanding what went wrong with the
KFCP project is critical; it may provide important lessons for
other REDD projects in Indonesia and across the world.

“The KFCP is a missed opportunity to empower
local communities to develop their sustainable
livelihood practices and address the drivers
of land conversion in Kalimantan.”63
Deddy Ratih, FoE Indonesia/WALHI

© rebecca pearse, foe australia/critical information collective

2.1 The Kalimantan Forests and Climate Partnership (KFCP),
Indonesia

Burning and deforestation in KFCP REDD site, Indonesia.
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2.2 The N’hambita Community Carbon Project, Mozambique
A model forest carbon/REDD project in the Sofala region of
Mozambique has had a troubled history, both in terms of its
impacts on local communities and food sovereignty, and with
respect to the financial viability of the project. For these
reasons, it does indeed serve as an important lesson for the
international community.
Originally established in 2002 as the N’hambita Community
Carbon Project (and now part of the Sofala Community Carbon
Project), the project is adjacent to the Gorongosa National Park.
Years of devastating civil war combined with large-scale
development projects have resulted in high levels of internal
migration and intense pressure on Mozambique’s natural
resources. The aims of the project included conserving a
community-owned forest, introducing agroforestry and other
new farming practices to improve crop yields, and establishing
community enterprises. It also aimed to demonstrate the
effectiveness of forest carbon trading schemes, and show how
to design and implement such projects.64
Local people were contracted to plant and care for trees on their
land, and communities were also tasked with protecting and
patrolling a 10,000 ha area.65 Project manager Envirotrade
expected to generate profits, over and above the costs of
operating the project and making payments to farmers and
communities, by selling agroforestry-derived carbon credits on
voluntary carbon markets.
However, a Via Campesina study66 found the project has become
increasingly unpopular. It also found that contracts signed with
individual farmers to grow trees commit them and, their
children to tending the trees for periods as long as 99 years,
even though all payments would be made in the first seven
years (reportedly because they would be negligible over a 100year timeframe). It seems that the project managers assumed
that the benefits from the trees would mean the farmers would
maintain them anyway. However, it seems that this may only be
the case for fruit trees.

In fact it has become clear that many of the illiterate farmers
are not aware that they had any commitments after the seven
years, and some were hoping that further contracts might be
signed at the end of that period.67 Many observed that they
might cut the trees down to use or sell as timber or for charcoal;
they regarded the wood itself as a project benefit.68
When Via Campesina examined a farmer’s contract they found
that he would be paid US$128 over seven years for planting
trees in an area of 0.22 ha. At these kinds of rates the farmer
would need to have access to a much greater area of land and
would have to plant many more trees to alleviate poverty.69
Furthermore the payments to farmers are conditional upon 85%
of the seedlings surviving. It has proved difficult to fulfil this
obligation, meaning that some farmers’ income was reduced. It
also seems that some were paid nothing for three or four years.
This makes their already difficult situation a lot worse,
especially as many reduced or stopped farming in order to tend
the trees, meaning that securing food has become much more
difficult. It also seems that there were delays to payments,
presumably because of financial difficulties experienced by the
project. This has been a great source of conflict between
Envirotrade and many farmers,70 in spite of the fact that the
farmers do say there have been some benefits from the projects
(in terms of fruit trees, some income, health centres and
transport in case of illness). In addition, it has been observed
that it was the wealthier members of the communities, who
had access to land to grow the trees that benefitted the most.71
N’hambita also shows how risky relying on the ‘carbon offset’
approach to finance can be. The project was partly financed by
the European Commission, who contributed some US$2.2
million to kick start it. Envirotrade’s financial records show that
US$1.3 million came from Plan Vivo carbon sales,72 and
Envirotrade itself invested US$2.1 million.73 It seems that
Envirotrade expected to recoup this investment by retaining
one third of the profits from sales of carbon credits (with one
third going to project management and one third to the
communities).74 But carbon prices subsequently crashed,
seemingly leaving the project in financial difficulty, without
enough income even to cover the operational costs of the
project.75,76 It appears that some 58% of those costs were borne
by Envirotrade shareholder Robin Birley.77
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two When REDD goes wrong: real world examples
continued

At one point the European Commission also threatened to cut
its funding to the project because of concerns about carbon
accounting.78 It appears that these issues were subsequently
resolved to the EC’s satisfaction, and the project achieved
Climate Community and Biodiversity Alliance (CCBA) ‘triple gold
status’. However, this contrasts starkly with a 2013 report from
FERN and Friends of the Earth France. This report, which
thoroughly analyses the whole project, looks in detail at the
CCBA assessment, and finds a notable lack of rigour, with many
project faults being overlooked, and vague promises from the
project manager being accepted.79

Critically, the report observes that Envirotrade cannot calculate
the emissions actually avoided because of enduring problems
inherent in the project methodology especially with respect to
its failure to establish baselines for how much carbon was
stored in the community forests that were part of the project.
This makes it impossible to verify claimed carbon savings. It also
found that the project did not seem to understand the various
drivers of deforestation in the region, and had not considered
the issue of ‘leakage’ (deforestation moving outside the project
area). The FERN/FoE France report concludes that the project
“has failed to deliver most of its climate change, development,
financial and learning objectives”.80
In addition to the problems with farmers’ contracts and food
production, it seems that the social enterprises set up are either
struggling or defunct.81 The N’hambita project as run by
Envirotrade is due to wind down, direct project management
having been established for a limited 15-year period.82

“The name N’hambita has travelled around the world. But what is there to see here? What have we
gained? Not much. The families that already had many machambas [areas of land to grow food]
made a lot of money, but for the rest of the population the benefits are small. Some don’t even care
about the trees any more. The payment is too small.”83

© brett matulis/critical information collective

A local community leader

Payment for Environmental Services project denies access in Costa Rica.
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The implementation of REDD+ in Peru shows how REDD can be
used to distract attention from genuine solutions to climate
change and to ‘greenwash’ company credentials. It also shows
how REDD can be manipulated to further economic objectives.
For example, the BioCorridor Martin Sagrado Project in the San
Martin region has been set up with a view to selling forest
carbon credits to French businesses via French organisation Pur
Projet. Pur Projet clearly prides itself on the quality of its
projects and its collaborative work with local producers’
organisations, but it still cannot get round the fact that REDD+
has inherent flaws.84
For example, Pur Projet itself recognises that carbon markets are
ineffective, but argues that since they already exist it is better to
create good projects that will benefit from flows of carbon
funding.85 However this is an extremely short-sighted approach.
Carbon offsetting and related REDD projects allow
industrialised countries to avoid taking real action on climate
change at home, and local people in Peru will be heavily
impacted as climate change bites.
This is because tropical glaciers in the Andes are retreating
rapidly in line with changing temperatures, and low-level
smaller glaciers may disappear in just a few decades.86 This will
have dramatic impacts on the availability of water for many
people in Andean countries,87 especially Peru, which has 71% of
all tropical glaciers. This will, in turn, impact on food production
and local ecosystems that people rely upon.88 In other words,
local people are being engaged in projects that will actually
work against their best interests in the longer term.

Peru’s national economic policies also conflict sharply with the
objective of conserving the country’s forests. It is pursuing a
policy of rapid economic expansion and its previously low rate
of deforestation is reportedly accelerating. Oil and gas
concessions cover more than 70% of the Peruvian Amazon,
overlapping Indigenous territories and protected areas, and
Peru is building 70 hydroelectric dams to ensure its
competitivity in mining and other sectors.92
Nevertheless Peru is at pains to make sure that it is shifting
agriculture that gets the blame for the country’s deforestation
in its REDD ‘readiness’ documentation. It receives REDD
financing for ‘sustainable forest management’, which will
encourage continued logging, and carbon positive agriculture,
which can include oil palm plantations.93 Peru’s submission to
the Forest Carbon Partnership Facility’s Carbon Fund specifically
identifies “increasing agricultural and forestry productivity and
competitiveness” as a major way of reducing emissions.94
In addition, Peru’s Forest Law prohibits granting land tenure in
forests and protected areas (allowing ‘use’ of the land instead).
This has given rise to a view that forest conservation is an
obstacle to achieving Indigenous Peoples’ rights. It is also a
direct impediment to forest conservation, since it undermines
Indigenous Peoples’ ability to continue to care and manage
forests and stave off industrial development, which is
increasingly recognised as being a very effective means of
conserving forests.95

© eric wakker, aidenvironment/critical information collective

2.3 The implementation of REDD+ in Peru illustrates
key dilemmas

Furthermore, when questioned it was clear that community
members that were consulted about the project do not really
understand REDD or carbon markets, meaning that they are
going along with a project without comprehending its full
implications.89 In addition, although local producers’
organisations were involved in establishing the project, direct
consultations with local communities were patchy and held
after the project had been approved, meaning that they were
unable to withhold consent.90
Pur Projet is also helping French companies to portray
themselves as being environmentally friendly, when they may
be anything but. For example, one of its corporate partners is
construction company Vinci Concessions. Vinci is due to build
the highly controversial Grand Ouest airport near Nantes in
France, which is strongly opposed by many local communities.
Other partners include bottled water company Vittel, and
energy transnational GDF Suez.91
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three Alternative approaches

Alternative approaches

There are alternatives to REDD+ that would be more effective and
more equitable in terms of reducing deforestation and forest
degradation. Governments need to focus on developing a
combination of these strategies, addressing the actual underlying
causes of deforestation and forest degradation directly, and
supporting forest management initiatives by Indigenous Peoples
and local communities, which has already been shown to be
more successful than the ‘protected areas’ approach.
Firstly, there needs to be a firm commitment to reducing
demand for food, timber, mining and fuel products in wealthy
countries, as part of a global transition to low-carbon and zerowaste economies based on less consumption.
This will also entail concerted efforts to address issues of poverty
and inequality in communities that have been impoverished,
often by the expansion of the same industrial export-oriented
economic model that is currently driving land grabbing in order
to free up land for production. Clearly these are not easy tasks,
but they are absolutely essential if deforestation is really to be
tackled. REDD cannot address this effectively because, even at
the ‘landscape scale’, without a drop in demand for products,
deforestation will surely move elsewhere.
Secondly, governments should shift their focus away from risky
REDD, and prioritise support for community forest
management by Indigenous Peoples and local communities.
The case studies outlined in this report show that in addition to
the ethical, methodological and risk-related problems associated
with REDD, REDD projects can severely disadvantage and disrupt
communities, and threaten food security. We can also see that
some REDD projects have turned into financial liabilities.
A far more effective and equitable approach would be to
prioritise support for Indigenous Peoples and local
communities, to further strengthen their proven ability to
preserve and manage their forests and territories according to
traditional practices.96 There is now a growing body of evidence
showing that supporting and strengthening communities’
ability to manage forests is a feasible and cost-effective
approach to reducing deforestation that also complies with
numerous instruments, tools and human rights policies (such
as the UN Declaration on the Rights of Indigenous Peoples). For
example, a meta-analysis of community-managed forests
found that they present lower and less variable annual
deforestation rates than protected forests.97 Research from
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CIFOR and the World Bank also shows that community forests
that are managed and controlled by Indigenous Peoples and
forest-dependent communities within multiple use systems are
significantly more effective than projects based on a strict
conservation approach.98
States should thus commit themselves to providing public
funding to strengthen community-based forest management
practices in local communities and by Indigenous Peoples. This
support should build upon the community-based visions of
forest management and conservation held by Indigenous
Peoples and local communities living in harmony with their
territories. The case studies and examples in this report show
that a key first step in this direction absolutely has to be
clarification of land tenure and rights to resources and
traditional knowledge.
Research has also shown than when gender is mainstreamed
into sustainable forest management, the effectiveness of
policies is enhanced, food sovereignty is increased, potential
conflicts among forests users are decreased, and women have
equal access to land ownership.99
Finally, intergovernmental negotiations and national policies
must focus on democratically selected and technically coherent
measures that advance countries towards a sustainable energy
system, swiftly eliminating the use and abuse of fossil fuels and
other ‘dirty energy’ sources, including nuclear and agrofuels.
The way forward needs to be based on a vision for climate
mitigation and adaptation that builds on climate justice
principles, including the principle of ‘common but differentiated
responsibilities and capabilities’. The countries of the global
North must take leadership and responsibility for climate debt.
This alternative approach has already been proposed to the
UNFCCC by the Bolivian government,104 on the basis of the
conclusions of the 2010 World People’s Conference on Climate
Change and Rights of Mother Earth.105 This proposal built upon a
statement from Bolivia, entitled ‘The Sustainable Life of the Forest’,
which opposes the commodification and financialisation of
forests’ environmental functions. Instead it seeks comprehensive
and sustainable management of forests (including land, water
and biodiversity) with an emphasis on traditional and local
practices, and support for the multiple functions of the forest
(economic, social, environmental and cultural). It also emphasises
the rights of Indigenous Peoples and Mother Earth.106
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BOX 2: Why resolving land tenure and promoting
community forest management in Costa Rica
would be beneficial100

BOX 3: Principles for effective local natural resource
management in Indonesia

Costa Rica has been distributing land to peasant families
since the 1970’s, acquiring farms from private owners and
establishing ‘peasant settlements’. Each settlement usually
includes areas left aside because of their protective
functions or as nature reserves. These areas may be less than
fifty hectares in size, but collectively they contain a great
deal of the region’s exuberant biological wealth.
The Settlement of Sanfluca, located in the Cantons of San
Ramon and San Carlos, is a particularly successful example
of community forest management, with its community
forest, the Dendrobates Biological Reserve, covering 146ha
and having the basic infrastructure needed to sustain rural
tourism. The work of the members of La Associación para la
Conservación de Bosques Comunitaria in the Northern Zone
is another good example.101
Costa Rica’s community forests are still threatened however,
partly because these territories still belong to the state.
There is concern that work done will not be recognised, and
that people will no longer be able to administer these areas
for purposes of community tourism or environmental
education. Also people are worried that they may no longer
be able to utilise fallen wood or medicinal plants. And if
there are changes to the country’s environmental legislation
might their forests be passed over to private hands? This
would represent a serious threat, not least because of the
significant amount of water produced in forests such as the
Dendrobates Biological Reserve.

Bolivia pursued this approach at COP17 of the UNFCCC
negotiations, in Durban in 2011, and it was formally included in the
outputs of that summit. This is an important development, and a
first step away from the risky and ineffective ‘REDD’ mentality.107,108
The seeds of change have already been sown. Now it is time to
ditch risky REDD for known community approaches that are
effective, ethical and equitable.

In Indonesia, local and Indigenous communities have
established a culture of managing life-sustaining resources
over the generations. Various cultures and local systems
have been built up on the basis of practical experience as
communities have interacted with nature. Support for such
communities is vital in a country like Indonesia, where the
expansion of export-oriented crops such as oil palm is
having a devastating impact on forests and forestdependent communities. There have also been many forced
expulsions from conservation areas over the years.102
FoE Indonesia/WALHI has compiled a set of principles for
effective local management systems:103
• people are the main actors (local communities and
Indigenous Peoples)
• management institutions are established, implemented
and controlled directly by the respective communities
• there are clear territorial boundaries and legal standing
• there are direct and intimate interactions between the
communities and their environment
• ecosystems are a fundamental part of local people’s
living systems
• Indigenous knowledge poses an important position
underlying and enriching forest management systems
and policies, in addition to modern knowledge
• the prioritisation of local technologies or those that have
been adapted and within limits controlled by the people
• the scale of production is limited by the principles
of sustainability
• economic systems are based on common welfare, and
• biodiversity (both species and genetic) underpins
cultivation methods and the utilisation of common
goods, social systems and economic systems
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The great REDD gamble
Time to ditch risky REDD for community-based approaches that are effective, ethical and equitable

© tamra gilbertson, carbon trade watch/cic

Conclusion

Our analysis of REDD+ case studies shows that the REDD
approach is riddled with problems, and is, in many cases, simply
not working.
Friends of the Earth International is calling on governments to
recognise that a twin-track approach that involves driving down
excessive consumption by wealthy countries and elites,
combined with the empowerment of local communities,
Indigenous Peoples and forest-dependent populations is not
only the most desirable and equitable way of protecting the
world’s forests, but also the most practicable and effective.

Below: João Guimarães
is a Quilombola leader who
has been involved with
agroecology in Espírito
Santo, Brazil.

© tamra gilbertson, carbon trade watch/cic

This approach needs to replace the current strategy of
leveraging private finance by using risky and uncertain market
mechanisms, including offset and compensation schemes, that
promote land grabbing and involve modifying communitybased regimes. Policies that do not challenge the underlying
causes of deforestation and forest degradation, or that promote
the transformation of forests into plantations, are ineffective
and should be dropped.

Left: Valmir Noventa is the
Director of the Movimento
dos Pequenos Agricultores
in Espírito Santo, Brazil and
an agroecological farmer
(MPA - Small Farmers
Movement).
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Executive Summary
s U.S. policymakers debate ways to effectively
reform Wall Street, little attention is being paid
to how and whether new financial regulations
will be adequate to govern the carbon derivatives markets, which many experts believe may eventually be larger than the credit derivatives market. Similarly,
most federal climate change bills do not provide for adequate carbon market regulations, creating a potentially
huge regulatory gap. Existing climate legislation fails to
recognize that financial markets have become vastly
more complex and exotic since the early 1990s, when
the U.S. introduced sulfur-dioxide trading. In addition,
such legislation does not focus enough on regulating the
secondary carbon markets, which will be dominated by
speculators and will dwarf the primary trading markets.

A

The speculative nature of the secondary markets has the
potential to create a carbon bubble and spur the development of subprime carbon. “Subprime carbon” credits
are futures contracts to deliver carbon that carry a relatively high risk of not being fulfilled, and could collapse in
value. Subprime carbon is most likely to come from offset projects, because sellers can make promises to deliver carbon credits before credits are issued for a project,
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or sometimes even before greenhouse gas reductions
have been verified. A carbon bubble can also set the
stage for the kinds of financial innovation (e.g. complex
securitized products) that can unwittingly spread subprime carbon through the broader marketplace. When
the bubble bursts, the collapse in carbon prices can have
destabilizing consequences for compliance buyers (companies) and for the larger financial system.
The financial crisis has clearly demonstrated that significant parts of the financial system, especially derivatives,
are under- or unregulated. The U.S. is in no position to so
quickly create such a large market without first establishing robust and effective mechanisms to govern it. Regulation of carbon markets must be included in current
efforts to reform Wall Street, and policy makers should
consider that carbon derivatives have unique components
which may need to be covered by entirely new regulations
and entities. Finally, the size and complexity of carbon
trading schemes should be managed to prevent the buildup and spread of subprime carbon, and to ensure the environmental and financial integrity of this emerging, exotic
derivatives market.
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Since this report went to press, several bills and proposals have been introduced that would, to
various extents, address the concerns raised here. FoE welcomes these proposals, and hopes they
will create a robust policy debate on ways to best ensure environmental effectiveness and
financial stability in our efforts to reduce global warming pollution.
Fundamentally re-designing carbon markets

The first two proposals rely on designing carbon markets in ways that set stable prices while
maintaining firm caps. Stable prices would eliminate the basic incentive for speculation,
dramatically reduce the size of secondary markets and prevent carbon bubbles. This in turn
would largely prevent excessive risk taking, and deter the development of subprime assets and
the creation of complex and opaque products. All three proposals are compatible with
mechanisms to raise revenue for climate change adaptation and other purposes.
-

“Safe Markets Development Act of 2009” (Rep. Doggett)
This bill relies on setting a hard cap in 2020, and having an independent board publish a
stable price path for allowances. Mimicking the open market operations of the Federal
Reserve, Treasury would hold quarterly auctions and manage the supply of allowances to
hit, on average, the published annual price. As necessary, the board would adjust and republish the price path to meet the 2020 cap. Trading volumes would be diminished
because there would be very limited arbitrage opportunities given the frequent auctions
and the stable, predictable prices. The bill does not refer to whether carbon offset credits,
a major source of subprime carbon, would be permitted.

-

“Clean Environment and Stable Energy Market Act of 2009” (Rep. McDermott)
This proposal would require covered entities to purchase allowances for a set price.
Prices would be published for a five-year period, and would potentially be adjusted 1-2
times during each period to meet an annual cap. Permits would need to be purchased and
surrendered on a quarterly basis. The bill eliminates trading in the primary and
secondary markets, and prohibits carbon credits from offset projects. This would have
the effect of eliminating subprime carbon risks and the development of potentially
complex or opaque carbon securities/instruments which pose create broader regulatory
and systemic risks to the financial markets.

-

Limiting eligible participants
Limiting trading to regulated entities represents a significant departure from traditional
cap-and-trade proposals, and could go a long way toward preventing speculative bubbles
and the proliferation of exotic carbon financial products. During last summer’s dramatic
oil price spikes, there was substantial support for an analogous concept: a House bill to
limit energy trading to only those entities that are able to accept physical delivery of
energy commodities. But because “bona fide” traders can still manipulate prices, this
measure would have to be accompanied by additional actions such limiting secondary
trading or adopting strong anti-manipulation measures. Restricting market participants
would reduce liquidity, but liquidity is less important in the context of a complianceoriented primary market without carbon offsets.
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Modest design options

The following approaches represent more modest design options which have been proposed in
various “traditional” cap-and-trade bills. Friends of the Earth strongly endorses prohibiting
offsets as the best way to prevent subprime carbon. However, we believe the more fundamental
design options described above are better for limiting manipulation and providing price stability
and its attendant benefits.
-

Prohibiting offsets
Since offsets are the primary source of “junk” or “subprime” carbon, prohibiting offsets
is the clearest way to ensure asset quality in this new market. Past bills have proposed
various restrictions on offset credits (including the amount, type, origin, etc.), and
prohibiting the riskier ones -- such as international offsets -- may reduce systemic risks.

-

Prohibiting allowance banking
Several measures have been proposed to limit carbon prices; these provide some
dampening effect on price volatility, but may result in emissions that exceed the cap.
One notable exception is a prohibition on allowance banking. This would prevent market
participants from artificially creating scarcity by holding carbon in the hopes that they
can sell when prices are higher. Several bills have proposed prohibitions or limits on
banking, in an effort to counter such manipulation.

Specific carbon commodities regulation

The report (pp 10-12) outlines several bills introduced in the last Congress to regulate carbon
derivatives. Most bills focus on which regulatory agencies have jurisdiction over carbon
derivatives, and borrow from securities and commodities regulations. Friends of the Earth
strongly supports measures to ensure adequate carbon market regulation, but believes that market
design choices can play a more pivotal role in ensuring market integrity.
General commodities/derivatives regulation

Friends of the Earth likewise supports measures to bring more accountability and stability to the
general derivatives markets. However, given the lack of proven mechanisms to govern
commodities, it is imprudent to so hastily create the largest derivatives market in the world and
foist it upon a new and untested regulatory regime. Since carbon commodities are being created
from government fiat, it is possible to fundamentally structure carbon markets in ways that
minimize their size and complexity, avoiding problems in the first place, rather than trying to
contain market excesses.
-

“Derivatives Markets Transparency and Accountability Act of 2009” (Rep. Peterson):
In the wake of the financial crisis, several bills have been introduced to introduce more
robust governance to general commodities and derivatives markets. The most
comprehensive bill to regulate commodities passed out of the Agriculture Committee in
February 2009. This bill introduces new rules such as margin and position limits to
discourage excessive speculation. It essentially classifies carbon with agricultural
commodities, subjecting them to stricter regulation. However, it also is meant to work
with a system that includes offsets, opening the door to subprime carbon.
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As policymakers debate Wall Street reform, little attention is being paid to
whether new regulations will be adequate to govern carbon derivatives markets,
which many experts believe will eventually become larger than credit derivatives
markets. Most proposed climate bills rely on cap-and-trade systems to achieve
greenhouse gas reductions, and the Obama administration also prefers this approach. But these bills do not seek to regulate carbon trading as a massive new
derivatives market, which is, in fact, what it is. The absence of serious carbon
market regulation, both from climate change bills as well as the current debate
on Wall Street reform, threatens to create a giant regulatory gap.

Subprime Carbon? Re-Thinking the World’s Largest Comment
New Derivatives
Market
Overview
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A Cautionary Tale
he spectacular regulatory and market failures
we have witnessed in the current financial crisis
provide a cautionary tale for any future carbon
trading program. The crisis had many causes,
including a breakdown of regulation, a potentially flawed
model for managing systemic risks, too much leverage,
and excessive risk-taking.

T

Subprime mortgages were the catalyst, but not the
cause, of the crisis. Banks pooled together high-risk
and lower-risk mortgages into packages (tranched
asset backed securities) that were then bought, re-bundled and re-sold in batches with various risk profiles.
Credit default swaps, unregulated insurance-type products, were used to enhance the creditworthiness of
some securities. Rating agencies declared the products
safe, but eventually it became clear that a significant
portion of the mortgages were bad, and that counterparties could not make good on the swaps. Soon, the

whole system began to unravel, affecting everyone in
the banking and investment system, including average
Americans with bank accounts and retirement savings.
As banks got stuck with toxic assets, some went bankrupt, sparking widespread distrust among banks. The
inter-bank lending market froze and a system-wide
credit crisis emerged, leading the world towards a recession, the severity of which is still unknown.
Congress and the Administration are currently debating
new financial regulations to govern Wall Street. But if the
newly created financial rules and regulatory bodies only
curb the most visible and extreme pathologies exposed
by the financial crisis, and do not address the fundamental weaknesses that created it, in the future other
catalysts — such as the collapse of the U.S. carbon markets — could also create reverberations across the
broader economy.

Carbon Trading as Derivatives Trading
Regulated carbon markets are created by the establishment of a mandatory cap-and-trade scheme covering
greenhouse gas (GHG) emissions. Under such a
scheme, the government sets an overall limit, or a cap,
on GHG emissions for a portion of the economy. Based
on historical emissions, individual emitters are issued
(or must purchase) carbon allowances, which allow the
holder to emit a certain amount of GHGs. At given
times, regulated entities (emitters) must surrender a
quantity of allowances that is at least equal to the
amount of GHGs that they produced. Emitters that have
produced less GHGs than their limit can sell their extra
allowances to those that have exceeded their limit.
Most cap-and-trade proposals provide for a second
type of tradable carbon instrument, known as carbon
(offset) credits. These credits are not created by government fiat, as is the case with allowances, but rather
are earned for not emitting GHGs (compared to a business-as-usual scenario). They are generated outside

1

2

the capped economy by projects designed to reduce,
avoid or sequester GHGs, and can be sold to emitters
within the capped economy to help them comply with
their GHG limits. The largest market for carbon credits
comes from projects based in developing countries,
under the Kyoto Protocol’s Clean Development Mechanism (CDM).
The buying and selling of carbon (allowances and credits) is fundamentally derivatives trading. Currently, most
carbon is sold as futures or forward contracts, a type of
derivative. These contracts contain promises to deliver
carbon allowances or credits in a certain quantity, at a
certain price, by a specified date. Today’s carbon markets are small, but if the United States adopts carbon
trading on the scale envisioned by most federal capand-trade bills, carbon derivatives will become what
Commodities Future Trading Commissioner Bart
Chilton predicted would be “the biggest of any derivatives product in the next four to five years.”1

Minder, Raphael, “Regulator forecasts surge in emissions trading,” Financial Times, 10 March 2008.
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Subprime Carbon
The financial crisis was sparked by bad mortgages, and
U.S. carbon markets could pose similar problems through
the creation of “bad carbon” or “subprime carbon.”
Subprime carbon contracts — called “junk carbon” by
traders — are contracts to deliver carbon that carry a relatively high risk of not being fulfilled and may collapse in
value. They are comparable to subprime loans or junk
bonds, which are debts that carry a relatively high risk of
not being paid.
Subprime carbon would most likely come from
shoddy carbon offset credits, which could trade
alongside emission allowances in carbon markets.
For offset projects to actually receive carbon credits,
many steps must be accomplished. In addition to overcoming ordinary project risks (related to factors such as
interest and exchange rates, technical performance, political risks, etc.), offset projects need to create independently verified GHG emissions reductions. Such
emissions savings are not easy to prove with certainty.
Some of the most visible carbon offset scandals to date
have centered on international offset projects that may be
simply disingenuous. Perhaps the most well-known controversies relate to offset projects designed to destroy
HFC-23, a chemical byproduct of refrigerant production
that is more than 11,000 times more potent than carbon
dioxide. Widespread reports of companies purposely creating these very powerful greenhouse gas chemicals —
just to destroy them and make money off of the credits —
prompted the Kyoto Conference of the Parties to take up
this issue at their December 2008 meeting in Poland.
Subprime carbon can also come from projects that use
controversial methodologies to verify a project’s GHG savings. Some offset projects, such as those which seek to
protect forests as a means of sequestering carbon, are by
nature difficult to verify. For example, even with advances
in satellite imaging, it is difficult to verify with accuracy how
many tons of GHGs were sequestered by preventing a
tract of land from being deforested or degraded.

2
3
4
5

But perhaps the most common, and in fact universal, problem relates to “additionality” — proof that the offset project
creates GHG savings which wouldn’t have occurred otherwise. Projects must demonstrate that they are additional
in order for the CDM Executive Board to issue credits. But
a recent study found that about three-quarters of dams (a
major type of CDM project) receiving CDM credits were not
additional; they were already built and operational by the
time they received the credits.2 The CDM has come under
increased pressure to be stricter in issuing credits, but it is
nearly impossible to establish with certainty that an offset project is additional, which is a major risk contributing to subprime carbon. A recent study of
international offsets by Stanford University found that “offset schemes are unable to determine reliably whether credits are issued for activities that would have happened
anyway,”3 and a 2008 U.S. Government Accountability Office report similarly concluded that “it is not possible to ensure that every [CDM] credit represents a real, measurable,
and long-term reduction in emissions.”4
Currently, most carbon credits are sold as simple forward
contracts. But they can carry high risks because sellers
often make promises to deliver carbon credits before the
CDM Executive Board (or other crediting body) officially
issues the credits, or sometimes even before verifiers
confirm how much or if GHGs have been reduced.
Some cap-and-trade bills establish carbon trading
schemes that allow carbon offset credits to make up
one-third of carbon traded, which opens the door wide
to subprime carbon. Given the potentially huge size of
the carbon trading market, and the increasing complexity
of carbon derivatives products, subprime carbon creates
a real danger, not only to the environment but to the
broader financial markets. Subprime carbon may not
spark a financial contagion of a similar magnitude to that
of subprime mortgages, but policy makers should take
careful stock of the lessons learned from the current crisis before establishing what Merrill Lynch predicted could
be “one of the fasting-growing markets ever, with volumes
comparable to credit derivatives inside of a decade.”5

Rip-Offsets:The Failure Of The Kyoto Protocol’s Clean Development Mechanism, International Rivers at http://www.internationalrivers.org/files/CDM_factsheet_low-rez.pdf
Wara, Michael W. & Victor, David G. “A Realistic Policy on International Carbon Offsets” Program on Energy and Sustainable Development, Working
Paper #74: April 2008. http://iis- b.stanford.edu/pubs/22157/WP74_final_final.pdf
International Climate Change Programs: Lessons Learned From The European Union’s Emissions Trading Scheme And The Kyoto Protocol’s Clean Development Mechanism, US Government Accountability Office, Nov 2008 at http://www.Gao.Gov/New.Items/D09151.Pdf
Kanter, James, “ In London’s Financial World, Carbon Trading Is the New Big Thing,” New York Times, July 6, 2007
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Problems Exposed by the Financial Crisis
While part of the financial crisis was brought on by
macroeconomic drivers such as cheap credit and overleveraging, the dramatic rise in securitizations is another
part of the story. The “originate and distribute model”
for managing systemic risks, in which banks offload their
risks to investors in the secondary markets, led to a
boom in investment banking and securitizations. The
seemingly limitless appetite for mortgage securitization,
along with abundant credit, fueled a dangerous deterioration in lending standards.

The bubble economy
Asset bubbles are characterized by self-perpetuating but
ultimately pathological cycles. In the current crisis, lax
lending standards contributed to over-borrowing, which
pumped up real estate prices, and encouraged mortgage
originators to sell even more bad loans.
Carbon markets, like other markets, are at risk of experiencing boom-bust cycles. Today, as a result of the economic downturn, carbon prices in Europe have collapsed
after posting record years. Until the current bust, the carbon market was growing rapidly; between 2006 and 2007
market volumes doubled,6 and the secondary CDM markets changed almost beyond recognition as traded volumes increased by almost nine-fold.7
The boom was largely driven by a flood of new traders
seeking financial returns, as well as green bragging
rights.8 Asset managers began marketing carbon as a
new asset class, encouraging investors such as pension
funds to increasingly allocate a portion of their portfolio to
carbon derivatives. Investment banks developed financial
instruments such as indexes to allow even more investors
to gain exposure to carbon, and new carbon funds (investment schemes set up to finance offset projects
and/or buy carbon credits) were formed. Today, speculators do the majority of carbon trading, and they will
continue to dominate as carbon markets grow. In fact,
about two-thirds of carbon investment funds by volume

were not established to help companies comply with carbon caps, but rather for capital gains purposes.9
Proponents argue that carbon speculators can help
save the earth simply by participating in carbon trading
and increasing liquidity, which helps allocate risks and
set appropriate prices. But as more investors become
involved (particularly hedge funds, which seized upon
carbon finance as a particularly successful play10), they
can also increase market volatility and create a potential
asset bubble.
In 2006 Mark Trexler of EcoSecurities warned against
“market speculators, whose role has been getting rather
dangerous in contributing (in our view) to a ‘carbon dot
com’ bubble analogous to the technology ‘dot com’ bubble.”11 In a speculative bubble, too much money chases
too few viable investments, which can spur the development of toxic assets. In retrospect, the behaviors exhibited in bubble economies — such as mortgage brokers
approving “ninja loans” (loans to borrowers with no income, job, or assets) — seem reckless and ludicrous, yet
in the absence of counter-cyclical financial policies,
boom-bust cycles continue to occur.
A market dominated by speculators may push up
prices, create a bubble and spur the development of
subprime assets. In a carbon bubble, unscrupulous intermediaries may overpromise on offset projects by selling future credits based on projects that do not yet exist,
are not additional, or which simply do not deliver the
promised GHG reductions. This would not only have financial impacts, but also environmental consequences,
as economies fail to meet GHG reduction targets.

Financial innovation in a world of
securitization
In today’s financial markets, rapidly inflating asset bubbles can also set the stage for the kinds of “financial innovation” that take straightforward transactions, such
as using futures to hedge against risks (e.g. buying car-

6
7
8

World Bank, State and Trends of the Carbon Market 2008, May 2008.
Point Carbon, Carbon 2008: Post 2012 is Now, 11 Mar 08.
In the past few years, banks such as Goldman Sachs have pointed to their growing carbon trading business as a key part of their commitment to corporate
social responsibility. Similarly, the recently-launched Climate Principles, which is a self-described “framework to guide the finance sector in tackling the challenge of climate change,” includes a key commitment for investment banks to engage in emissions trading and other climate commodities.
9 Carbon Funds 2007-2008¸ Environmental Finance Publications, 2007.
10 Mackintosh, James, “Freight and carbon credits help small hedge funds beat turmoil,” Financial Times, 17 Sept 2007 at
http://www.ft.com/cms/s/0/b59ac92a-64b5-11dc-90ea-0000779fd2ac.html
11 Trexler, Mark, “I’ve heard the carbon market in Europe melted down a couple of weeks ago? What happened?,” [Weblog entry]. Climatebiz, May 15, 2006
at http://www.climatebiz.com/blog/2006/05/15/i%E2%80%99ve-heard-carbon-market-europe-melted-down-a-couple-weeks-ago-what-happened
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The Xiaoxi Dam on the Zishui River in China has already been completed, yet is applying to the UN to receive carbon credits.
Problems with proving “additionality” (that projects are not viable without carbon credits) are a key risk for carbon offset projects,
and can lead to subprime carbon — contracts to sell carbon credits that may fail to deliver. Photo: Tina Lea, at
www.internationalrivers.org

bon allowances or credits to comply with regulations), to
dangerous new levels. As we realized in the aftermath
of the financial crisis, financial engineers developed increasingly opaque and exotic products to sop up the
seemingly limitless demand for mortgage-backed securities and related products. Testifying before Congress
on the financial crisis, Joseph Stiglitz explained that
banks’ development of exotic derivatives products,
which went largely unregulated, “went beyond laying off
risk. They were gambling, and that kind of activity
should be restricted.”12

Proponents of a cap-and-trade system tend to focus on
the environmental objective of carbon trading, often
drawing parallels with the experience of earlier emissions
trading schemes. Financial markets, however, have
become vastly more complex and exotic since the
early 1990s, when the U.S. introduced sulfur dioxide
trading. A market dominated by gamblers provides fertile ground for the kinds of “financial innovation” that can
unwittingly spread subprime carbon through the broader
financial marketplace, particularly if financial regulators
continue to employ the “originate and distribute” model
for managing systemic risks.

12 Joseph Stiglitz, Professor, Columbia University, Testimony to House Financial Services Committee, October 21, 2008 at
http://www.house.gov/apps/list/hearing/financialsvcs_dem/stiglitz102108.pdf

Subprime Carbon? Re-Thinking the World’s Largest Comment
New Derivatives
Market
Overview

5

Navigate to Table of Contents
Excessive risk taking and conflicts of interest

This model is based on the idea that securitizing assets
and selling them to the broader capital markets is the
most effective mechanism for transferring risk to those
best equipped to handle it. But without effective regulation and supervision, the “originate and distribute” model
instead provides vectors for financial contagion. The
current financial crisis should serve as a cautionary tale
for the development of carbon markets, which are predicted to be “the world’s biggest commodity market, and
[possibly] the world’s biggest market overall.”13

Difficulty in valuing assets
By now it is well known that credit rating agencies, which
were supposed to be providing rigorous assessments of
mortgage-backed securities, could not analyze the thousands of individual mortgages which comprised these
securities. They relied instead on financial models, which
were ultimately flawed.
In the carbon markets, offset aggregators already bundle
small offset projects for buyers. And as more investors
flock to the carbon markets, increased demand will
spawn the creation of new derivatives and structured
products which may pose similar asset valuation challenges.
For example, in November 2008, Credit Suisse announced a securitized carbon deal in which they bundled together carbon credits from 25 offset projects at
various stages of UN approval, sourced from three countries, and five project developers.14 They then split these
assets into three tranches representing different risk levels and sold them to investors, a process known as securitization. Carbon-backed securities sound hauntingly
close to mortgage-backed securities because they are
indeed very similar in structure. Although the Credit Suisse deal was relatively modest, future deals could become bigger and more complex, bundling hundreds or
thousands of carbon assets of mixed types and origins,
perhaps enhanced with agreements to swap more risky
carbon credits for safer assets (such as government-issued emissions allowances) as “insurance” against junk
carbon. Moreover, it could be as difficult, if not more,
to analyze the quality of the numerous underlying
carbon offset projects as it is to analyze U.S. mortgages, and carbon securities may be less suited to
modeling.

In the aftermath of the crisis, it is clear that many complex structured products, derivatives, off-balance sheet
entities, etc. were inordinately risky, but very profitable
in the short term. AIG, with its $78 billion in credit default
swaps, is perhaps the best-known example of a company growing a lucrative new business while becoming
dangerously overcommitted. Banks were also at fault,
eagerly buying these swaps not as a hedge against credit
default, but as a way to further leverage their capital and
skirt capital adequacy requirements.15 Further down the
asset chain, many mortgage brokers and underwriters
provided questionable, if not unscrupulous, services.
The lure of short-term fees, profits, and stock options
meant that few CEOs questioned the growth of these
risky new practices and products.
In response, some new regulations have been issued to
reduce conflicts of interest. For example, the Securities
and Exchange Commission (SEC) introduced new rules
to reduce conflicts of interest among credit rating agencies. New regulations have also been proposed by the
Obama administration and members of Congress. However, conflicts of interest are still a problem, both in the
broader financial sector and in the emerging carbon finance market.
For example, similar to how credit rating agencies helped
design complex structured finance products and rate
them, consulting firms that offer advice on developing
carbon offset projects may also earn fees for verifying
emissions reductions from projects. Banks that own equity stakes in carbon offset projects may also be carbon
brokers or sector analysts, creating a temptation to bid
up carbon prices to increase the value of their own carbon assets. For example, in October 2008 Goldman
Sachs bought a stake in BlueSource, a carbon offset developer, and JPMorganChase bought stakes in ClimateCare, another offset specialist. Such conflicts of
interest are not unique to the carbon markets, but
they compromise their integrity, from both a financial
and environmental perspective.

13 Kanter, James, “ Carbon trading: Where greed is green,” International Herald Tribune, 20 June 2007.
14 Szabo, Michael, “Credit Suisse to offer largest structured CO2 deal,” Reuters, 22 Oct 08.
15 Henry, David, et al. “How AIG’s Credit Loophole Squeezed Europe’s Banks, BusinessWeek, October 18, 2008 at http://www.businessweek.com/magazine/content/08_43/b4105032835044.htm
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Regulatory Weaknesses Exposed by the Crisis;
Implications for Carbon Trading
Policy makers, regulators and the financial sector itself
have widely acknowledged that inadequate financial regulation was a key contributor to the current credit crisis.

The inadequacies of self-regulation
For more than a decade, Wall Street successfully promoted a deregulatory agenda that lifted governmental
oversight in favor of self-regulation. Perhaps the best
example is the 1999 Graham-Leach-Bliley Act, which
loosened many regulations16 and formally repealed the
Glass-Steagall Act. This allowed financial institutions to
simultaneously engage in commercial banking, investment banking and insurance activities. As more financial
institutions merged, they created too-big-to-fail financial
holding companies. According to the Independent Community Bankers of America, “today the four largest banking companies in the U.S. control more than 40 percent
of the nation’s deposits and more than 50 percent of its
assets.”17
The consolidation in the financial sector also exacerbated
conflicts of interest and gave rise to moral hazards. Former SEC Commissioner Arthur Levitt worried that “the
merger of investment bank and commercial bank interests has created conflicts of interest that clearly hurt the
public investor,” as banks grappled with the temptation to
relax corporate lending standards in an effort to gain or
retain a client’s underwriting business.18 Combining investment and commercial banking also created moral
hazard by allowing banks to take riskier bets on the investment banking side by using the bigger balance
sheets afforded by depositor capital.
In the wake of the credit crisis, many policy makers now
recognize the harm that was caused by financial deregulation. Relying on the self-interest of Wall Street to prop-

erly regulate itself, as many policy makers long believed
was possible, is clearly inadequate to protect the integrity
of the markets. Carbon trading firms have strongly advocated self-regulation as a way to govern this market, and most cap-and-trade bills implicitly reflect this
mode of governance. In a letter to Senators Feinstein
and Snowe, who introduced a carbon market governance
bill, the International Emissions Trading Association asserted that “the market itself recognizes the importance
of integrity and exerts discipline on participants.” They
cite a number of self-policing tactics, saying for example
that “trading companies set their own trading limits to
guard against excessive speculation.”19

Regulatory patchwork
Another lesson learned from the crisis is that a variety of
state and federal regulators were responsible for discrete
segments of the primary and secondary mortgage markets, but they did not coordinate with each other and
sometimes had different policy objectives.
In the primary market, banks were subject to a host of
consumer protection laws, such as the Truth in Lending
Act and the Home Mortgage Disclosure Act, and regulated by numerous state and national agencies. Independent mortgage brokers are, by comparison, very
lightly regulated and not subject to these same consumer
protection laws.20 When mortgage banks and brokers
began to dominate the primary mortgage market (for example, in 2006 they originated the majority of mortgages)21, it created a major regulatory gap. In the
secondary market, regulation was similarly scattered.
Conforming mortgages bought by Fannie Mae and Freddie Mac were supervised by the Office of Federal Housing Enterprise Oversight; non-conforming loans
securitized by broker-dealers were overseen by SEC.

16 The Act reduced the number of banks subject to the Community Reinvestment Act (CRA) and relaxed CRA reporting requirements. This had the effect of
increasing predatory lending, as the CRA provided disincentives for predatory lending through lowering CRA performance ratings, and increasing costs
for FDIC insurance.
17 Testimony of Mr. Mike Washburn, President and Chief Executive Officer, Red Mountain Bank on behalf of the Independent Community Bankers of America, to the US House Financial Services Committee, October 21, 2008.
18 Interview with Arthur Levitt, “The Wall Street Fix,” Frontline, May 8, 2003 at
http://www.pbs.org/wgbh/pages/frontline/shows/wallstreet/interviews/levitt.html
19 IETA letter to Sens. Feinstein and Snowe, 4 March 2008 at http://www.ieta.org/ieta/www/pages/getfile.php?docID=2938
20 Testimony of Mr. Edward Yingling, President and Chief Executive Officer, American Bankers Association, to the House Financial Services Committee, October 21, 2008 at http://www.house.gov/apps/list/hearing/financialsvcs_dem/yingling102108.pdf
21 Statement of the Honorable Steve Bartlett, President and Chief Executive Officer, The Financial Services Roundtable, before the Committee on Financial
Services, U.S. House of Representatives, October 21, 2008 at http://www.house.gov/apps/list/hearing/financialsvcs_dem/financial_modernization_testimony_steve_bartlett_.pdf
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Credit ratings agencies were regulated by the SEC and
accounting standards were set by the Federal Accounting Standards Board.22
Along the lengthy financial value chain from mortgage
brokers to credit default swap counterparties, these various regulators did not share information and coordinate
with each other. In addition, no agency had purview over
monitoring and responding to the growing real estate
asset bubble and dangerous trends building up in the primary and secondary mortgage markets. Unless regulatory coordination dramatically improves, similar
dynamics will likely play out in the project, primary
and secondary carbon markets.

Regulatory gaps — derivatives
While on the one hand lack of regulatory coordination led
to an inability to perceive and manage the broader risks
developing in the mortgage markets, it is also clear that
huge regulatory gaps existed in some key parts of Wall
Street. Known as the “shadow banking sector,” these
largely under- or unregulated parts of the financial sector
are dominated by off-the-books structured investment
vehicles, hedge funds and most of all, derivatives. Representative Barney Frank, Chairman of the House Financial Services Committee, noted that “the largely
unregulated uninsured firms have created problems, while
the regulated and FDIC insured banks and savings institutions have not.”23
But even relatively well-regulated institutions, such as
commercial banks and insurers, developed new financial products and vehicles designed to fly under the radar
screen of relevant agencies. For example, commercial
banks created off-balance sheet entities, such as structured investment vehicles, which allowed them to get
around existing capital adequacy requirements. Insurance companies created massive portfolios of derivatives, particularly credit default swaps, which were
non-standardized, traded over the counter, and not subject to particular insurance or other regulations.
The lack of regulation in the derivatives market has
particularly significant implications for the carbon
markets. While most carbon derivatives are currently
quite simple, as the markets mature, more exotic instruments will likely develop. Because carbon markets are

July 2006: A Quilombola community in Brazil marches to a historic
cemetery, now covered with a eucalyptus plantation, to tear down
trees in protest. Eucalyptus monocultures are common in the
Brazilian state of Minas Gerias, and many are designed to
generate carbon offset credits. Offset projects that encounter
local resistance are at risk of not being completed as planned,
contributing to subprime carbon. Still from film, “Luta Quilombola
do Sape do Norte,” Little Sister Productions.

expected to be so large, the need for adequate oversight
is even more critical.
Although robust regulation of derivatives is one of the
most important elements to ensure a well-governed carbon market, attempts to regulate derivatives have repeatedly been thwarted. Perhaps the best-known
deregulatory effort was in 1998, when the Commodities
Future Trading Corporation (CFTC) floated a proposal before Congress to merely explore derivatives regulation.
Appearing before Congress, then-Deputy Treasury Secretary Larry Summers, speaking for himself, Treasury
Secretary Robert Rubin, and Federal Reserve Chairman
Alan Greenspan, testified against the CFTC proposal.
Later, through the Gramm-Leach-Biley Act (which Senator Gramm claimed would “protect financial institutions
from overregulation”), CFTC essentially was prohibited
from regulating over-the-counter derivatives.
In 2000, many derivatives were exempted from regulatory, supervisory or reserve requirements by the Commodity Futures Modernization Act. This failure to

22 Statement of the Honorable Steve Bartlett, President and Chief Executive Officer, The Financial Services Roundtable, before the Committee on Financial
Services, U.S. House of Representatives, October 21, 2008 at http://www.house.gov/apps/list/hearing/financialsvcs_dem/financial_modernization_testimony_steve_bartlett_.pdf
23 Frank, Barney, “Lessons of the Subprime Crisis,” Opinion-Editorial, Boston Globe, September 14, 2007
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regulate allowed for the explosion in complex OTC (overthe-counter) derivatives, making them, in the now-famous words of Warren Buffet, “financial weapons of
mass destruction, carrying dangers that, while now latent, are potentially lethal.”24
Since the financial crisis, various proposals, legislative
and otherwise, have been made to improve governance
of OTC derivatives. Since the vast majority of carbon derivatives trading is done OTC (for example, about 70 percent of European Union Allowances trade OTC25), the
OTC derivatives rules will play a key role in future carbon
trading regulation. However, most derivatives proposals
have focused on credit default swaps, rather than the
broader derivatives market.

One exception is the “Derivatives Markets Transparency
and Accountability Act,” (H.R. 977) which was passed by
the House Agriculture Committee in February 2009. This
bill defines carbon as separate from “exempt commodities” (such as metals and energy) under the Commodities
Exchange Act, and would essentially require carbon to be
traded on designated contract markets such as exchanges, rather than OTC. But it also promotes carbon
offset projects, requiring the CFTC to cooperate with the
Secretary of Agriculture to ensure that protocols for a carbon trading system “maximize credits for carbon sequestration.”

Regulatory Capture and Political Influence
One of the most sobering lessons from the financial crisis is how Wall Street’s deregulatory achievements were
made possible through aggressive political lobbying and
campaign contributions. Since 1990, the financial industry has more than quadrupled its federal campaign
contributions, and is now the leading source of campaign
contributions to federal candidates and parties. (In 2006,
for example, the industry donated $252 million and spent
$368 million in federal lobbying efforts.26) The Wall Street
lobby has become so influential in Washington that
Joseph Stiglitz asserted, “These deeper political reforms,
including campaign finance reform, are an essential part
of any successful [financial] regulatory reform.”27
For carbon trading to be successful — from an environmental, financial and governance perspective — policy makers and market regulators must be even more insulated from
corruption and political influence. The UK Financial Services Authority noted, “The key differences in the emissions
market, compared with other commodities markets, are that
it is a politically-generated and managed market and that
the underlying [instrument] is a dematerialised allowance
certificate, as opposed to a physical commodity. Also, there
is a compliance aspect to the underlying market.”28

It is precisely these politically generated and managed aspects of carbon trading, as well as its compliance aspects, which make carbon markets
particularly vulnerable to inappropriate lobbying and
regulatory capture. For example, companies have
weighed in on various carbon trading bills, strongly lobbying for “safety valves” or “off-ramps” that would raise
the carbon cap in certain situations. Not only would this
weaken the environmental integrity of the market system, but it could undercut market confidence and flood
the market with additional carbon allowances. Wall
Street firms, eager to gain more carbon brokerage business, have advocated for an increasing proportion of carbon offsets to be allowed in a carbon trading system,
despite the fact that this would make the market more
vulnerable to subprime carbon risks. Other areas subject
to potential corruption or regulatory capture (and unique
to carbon trading) include the setting and release of information on individual companies’ emissions caps, and
the verification of companies’ actual emissions.

24 Berkshire Hathaway 2002 annual report, at http://www.berkshirehathaway.com/2002ar/2002ar.pdf
25 Point Carbon, Carbon 2008: Post 2012 is Now, 11 Mar 08.
26 Center for Responsive Politics, http://www.opensecrets.org/industries/background.php?cycle=2008&ind=F and
http://www.opensecrets.org/industries/indus.php?cycle=2008&ind=F
27 Joseph Stiglitz, Professor, Columbia University, Testimony to House Financial Services Committee, October 21, 2008 at
http://www.house.gov/apps/list/hearing/financialsvcs_dem/stiglitz102108.pdf
28 UK Financial Services Authority Commodities Group, “The Emissions Trading Market: Risks and Challenges,” March 2008 at
http://www.fsa.gov.uk/pubs/other/emissions_trading.pdf
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Proposed Regulatory Structures for Carbon Trading:
Will They Be Enough?
Adequate governance of carbon markets lies largely
with the future of U.S. financial regulations, as well as
current efforts to regulate excess speculation in commodities markets. This regulatory future is yet undecided.
The crisis has proved that self-regulation is inadequate,
and that much greater levels of accountability need to be
levied on the financial sector. But, policy makers may not
take bold enough steps to ensure sufficient supervision
and oversight of Wall Street.
Congress and the Administration will need to agree on a
set of broad policy directions for the financial markets.
For example, many economists have called for the adoption of counter-cyclical policies, such as managing interest rates to prevent excess leverage. If so, such
policies could potentially mitigate the impact of future
asset bubbles, whether in real estate or carbon markets.
Policy makers will also have to consider whether to continue employing the “originate and distribute” model of
managing systemic risk. Today, securitizations have
dropped to a small fraction of their historic highs, but
they may regain popularity and be deployed in the carbon markets of the future.
Policy makers will also be considering major institutional
reforms. For example, adopting the proposal to merge the
SEC and the CFTC would have major implications on carbon market governance. Similarly, the patchwork of regulations exposed by the crisis has prompted calls for a
new macro-prudential oversight institution to monitor and
respond to systemic risks and enhance regulatory coordination. Such a body would presumably also have purview
over carbon markets, which could have a similarly long —
if not longer — value chain in mortgage markets.
Finally, new regulations governing derivatives, investment
banks, brokers and hedge funds will be debated. These
regulations too will naturally have significant impacts on
carbon markets.
In sum, the governance of carbon markets lies largely with
the fate of future financial regulations. But carbon trading has some unique components that may need to be
covered by entirely new regulations and entities. A
number of U.S. legislative proposals have suggested

various regulatory regimes for carbon, but they are either flawed or leave regulation as an afterthought.

Emission Allowance Market
Transparency Act
The Emission Allowance Market Transparency Act (S.
2423) is the only stand-alone bill to address carbon market oversight. Proposed by Senators Feinstein and
Snowe, it focuses on preventing manipulation in carbon
markets. It prohibits traders from false reporting, any manipulative or deceptive device, as defined in the Securities Exchange Act, and any attempt to cheat or defraud
another market participant. The bill establishes a maximum $1 million fine and 10 years in jail for each offense
(current CFTC and Federal Energy Regulatory Commission, or FERC, laws provide for up to five years of jail time).
It relies on the CFTC to regulate carbon futures, draws on
SEC anti-fraud rules, and gives the Environmental Protection Agency (EPA) new roles aimed at limiting speculation and gaming. The bill requires EPA to publish
market price data in order to increase market transparency, monitor trading for manipulation and fraud, and
enforce position limits to prevent excessive speculation.
Relying on EPA to enforce position limits would make
sense if carbon trading were conducted primarily among
GHG emitters, but these markets will likely be dominated
instead by Wall Street brokerage houses, hedge funds,
and other financial players.
A recent analysis, authored by attorneys from the law
firm Southerland, outlines several additional flaws:29
• The bill’s definition of “emissions allowances” does
not seem to apply to allowances traded in the secondary markets, which are likely to dwarf the primary
markets.
• The bill refers to the anti-fraud rules (Rule 10b-5) of
the Securities and Exchange Commission. However,
according to the law firm, “10b-5 is an anti-fraud
statute that generally applies when there is a duty to
disclose (e.g., when a statute requires disclosure,
when an insider trades on non-public information, or
where a fiduciary or other relationship or trust exists).
At this time, there is no duty to disclose in the emis-

29 Krupka, Catherine, and Lafferty, Susan, “Who‘s In Charge of Carbon Markets? Allowance trading needs oversight, but don’t overdo it,” Public Utilities
Fortnightly, July, 2008.
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March 2007: Forest villagers in India forced to resettle to make way for Ranthambore National Park, Rajastan, India. Under the
proposed Reduced Emissions from Avoided Deforestation and Degradation (REDD) program, governments could receive carbon
offset credits for reducing forest degradation. However, techniques for verifying how much carbon is actually sequestered from such
forest protection efforts are very controversial. Trouble verifying how much carbon is reduced or sequestered increases the risk
of subprime carbon. From 'REDD - CO2lonialism of Forests’ exhibit, CarbonTradeWatch.org

sions-trading regime.” The firm suggests CFTC’s antimanipulation provisions30 as a better model.
• As currently worded, the bill may create turf battles
between various agencies such as the CFTC, FERC
and the EPA. For example, FERC may believe that it
has authority over any manipulation that relates to the
power sector, the EPA may believe it has jurisdiction
over futures markets that are traditionally the domain
of the CFTC.

Other climate change bills
The “Climate Security Act of 2007” (S. 2191), proposed
by Senators Lieberman and Warner, provided for the establishment of a high-level “Carbon Market Working
Group.” This group would include the EPA Administrator,
Treasury Secretary, and Chairs of the FERC, the CFTC

and the SEC to work out the details of how to regulate
carbon markets. One of its key tasks would be to prevent
fraud and manipulation.
The “Investing in Climate Action and Protection Act” (H.R.
6186), also known as “iCAP,” is sponsored by Congressman Markey and makes FERC primarily responsible for
regulating the carbon markets. It establishes within FERC
an Office of Carbon Market Oversight which is supposed
to have jurisdiction over those areas that are not covered
by the SEC, and is also not supposed to limit the authority of the EPA under the Clean Air Act. There is some rationale for providing FERC with a degree of regulatory
authority, as movements in carbon prices will be closely
correlated (inversely) with movements in energy prices.
But putting carbon regulation under the jurisdiction of
FERC would mean coordinating with the CFTC, the

30 CFTC manipulation provisions makes it a felony for ‘Any person to manipulate or attempt to manipulate the price of any commodity in interstate commerce, or for future delivery ... or to corner or attempt to corner any such commodity.’
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agency which generally oversees derivatives, and which is
currently working with regional carbon markets. In addition, FERC focuses on regulating the spot market for energy, and has no experience regulating futures markets.31
The iCAP bill sets some standards on carbon trading facilities, traders, and clearing organizations; and prohibits
market manipulation, fraud, and false/misleading reports.
It also prohibits traders from artificially pumping up trading volumes, and offers some language on “Prevention of
Excessive Speculation” by establishing position limits and
requiring reporting of large trades. According to the bill,
criminal offenders may be sanctioned up to $1 million, and
FERC would be responsible for monitoring the markets,
including potential fraud.
The “Climate Market Auction Trust and Trade Emissions
Reduction System” (H.R. 6316), known also as the “Cli-

mate MATTERS ” bill, was introduced by Congressman
Doggett and provides for the creation of a Carbon Market
Efficiency Board. Although this organization does have
purview over monitoring the carbon markets for evidence
of fraud and manipulation, one of its chief jobs is to determine whether the costs of carbon trading is too expensive
for compliers, thus triggering cost relief measures. The bill
is light on carbon market regulation; for example, it lacks
particular language on derivatives or securities trading.
H.R. 1590, the “Safe Climate Act of 2007,” was introduced by Congressman Waxman and has little to no language on the regulation of a carbon trading market. It
permits allowances to “be held and traded by any person,” rather than restricting carbon trading to regulated
brokers and dealers.

Key Governance Challenges
A robust framework for governing carbon trading is critical for the environmental, economic and financial integrity of carbon markets. Whether such a framework
will develop relies on the outcome of current financial
regulation debates, various commodities trading bills, as
well as competing carbon trading bills.
Areas of particular concern include:

Governance of carbon offset projects
and credits
• Minimizing fraud and corruption, e.g.:
> Ensuring the independence of verifiers from their
clients
> Ensuring the independence of certifiers
> Ensuring the scientific credibility of verification
methodologies (for example regarding technically
difficult reduction strategies such as avoided deforestation)
> Ensuring the scientific credibility of certification
standards (for example regarding additionality)
• Minimizing conflicts of interest, e.g.:
> Ensuring that project developers or consultants do
not verify projects
> Ensuring that project developers, consultants or
verifiers do not broker in credits

Design of a carbon trading system and
governance of primary trading markets
• Ensuring that decisions about emission reduction targets are based on sound science, and that the reduction schedule is implemented in a predictable and
consistent manner
• Ensuring robust methodologies and effective monitoring systems for tracking emissions
• Minimizing political influence and corruption, e.g.
> Ensuring that the establishment of a carbon cap is
not compromised by corporate lobbying and campaign contributions
> Ensuring that the establishment of individual quotas is fair and not compromised by political influence or corruption
> Ensuring accurate verification over individual emissions, whether it be through governmental or third
party auditing
> Ensuring accurate verification over the amount and
type of carbon credits held by an emitter
• Establishing appropriate sanctions for emitter noncompliance
• Minimizing fraud, e.g.:
> Ensuring orderly, timely and fair release of market-sensitive information (for example, on individual quotas)

31 Email correspondence with Tyson Slocum, Director, Public Citizen’s Energy Program, 17 February 2009.
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> Ensuring fairness and preventing cartel behavior in
allowance auctions
> Ensuring accuracy and integrity of carbon products,
including those offered by carbon aggregators
> Preventing false reporting by emitters

Governance of secondary carbon markets

> Publishing market price data
> Ensuring transparency of and supervision over carbon brokers and investment funds
> Ensuring transparency of carbon securities and investment products
• Prohibiting excessive speculation
• Reducing systemic risks:

Most of the governance concerns for secondary carbon
markets are the same as those for other derivatives and
commodities markets generally, including:

> Monitoring carbon derivatives trading, including
gathering information on OTC activity

• Minimizing fraud and manipulation, e.g.:

> Regulating counterparties and limiting excessive
leverage

> Establishing systems to monitor trading

> Monitoring and management of carbon asset bubbles

> Enforcing position limits
> Creating appropriate sanctions for fraud and
manipulation

Recommendations
As Alan Greenspan admitted, the notion that self-regulation and self-interest will ensure integrity in the financial
markets is seriously flawed. There is no reason to believe
that just because traders and investment banks can gain
some green credentials from carbon trading, Wall Street
will naturally behave more honorably when playing with
this new class of derivatives. Only strong government
regulation and oversight can ensure accountability in
the financial markets. Whether Washington actually imposes such oversight on the financial sector in general,
and carbon trading in particular, remains to be seen.
Governance of carbon derivatives must be included
in current efforts to regulate Wall Street, and policy
makers should consider that carbon trading has unique
components which may need to be covered by entirely
new regulations and entities. Carbon trading bills should
similarly provide for a strong regulatory system to manage
carbon futures.

In light of the spectacular market failures that have become apparent over the last year, and the lack of proven
governance mechanisms to prevent such failures, it is
imprudent to so hastily create one of the biggest new
derivatives markets in the world. Yet despite the financial, environmental and governance risks, almost
every major federal climate change bill relies on carbon
trading as the centerpiece of a strategy to reduce GHGs.
The U.S. must instead employ a diverse set of strategies to dramatically reduce GHGs, rather than primarily rely on derivatives trading to meet our climate
commitments. The U.S. should establish a national climate policy with a strong carbon cap (e.g. minimum of
80 percent reductions by 2050) and a coordinated, multipronged plan to aggressively reduce GHGs. Finally, the
size and complexity of carbon trading schemes
should be minimized and managed to prevent the
build-up and spread of subprime carbon assets, and to
ensure the environmental and financial integrity of this
emerging and exotic derivatives market.

Subprime Carbon? Re-Thinking the World’s Largest Comment
New Derivatives
Market
Overview
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April 28, 2014
California Air Resources Board
1001 "I" Street
Sacramento, CA 95814
RE:

Comments on the Proposed First Update to the Climate Change Scoping Plan:
REDD should not be considered for California's cap and trade program

Dear California Air Resources Board:
Thank you for the opportunity to provide comments on the Proposed First Update to the Climate
Change Scoping Plan released February 2014. It is impressive to see in one document the long and
varied list of regulations and programs California has adopted that support emissions reductions in
the state, and the state’s plans to deepen those efforts going forward.
While we strongly support the overall goals and the implementation plan of AB32, we
remain concerned that the use of offsets detracts from the overall objective of reducing emissions,
and results in a diverse array of perverse impacts. We do not believe that offsets are a just, equitable,
or rational approach to reducing emissions. Our comments below focus on the possible inclusion of
REDD-offsets within California's cap and trade program, as referred to in the draft scoping plan
(pg. 95 and pg. 140). We strongly urge ARB not to consider an international REDD program, for
the following reasons:
1. Internationally funded conservation programs, including recent REDD pilot
projects, have been implemented under conditions with high risk of undermining
livelihoods and causing direct harm to local communities. We believe that the risk of
inadvertent harm to local communities that have so often resulted from international
conservation efforts are not risks that ARB can or should take.
2. A credited REDD program will not meet the requirements of AB 32 that all tradable
credits must be additional to what would have happened without the program because of
large annual variations and uncertainties in business-as-usual deforestation rates.
The scoping plan states that the cap and trade program is in place to price greenhouse gas
emissions and send “a clear signal that investment in clean, low carbon technologies will pay off”
(page ES-3). However, at present the price signal caused by the cap and trade program is predicted
to be too weak to incentivize much reduction under the cap. Instead, California’s cap and trade
program is expected to function mainly as an offsets and resource shuffling program.1 We suggest
that ARB allow the cap and trade program to send a price signal that will incentivize reductions
under the cap in the state’s residential, commercial and industrial sectors, rather than asking
California businesses to pay for questionable and potentially harmful reductions internationally.
Borenstein, S., J. Bushnell, F. A. Wolak & M. Zaragoza-Watkins. 2014. Expecting the Unexpected: Emissions
Uncertainty and Environmental Market Design. Work performed for the California Air Resources Board.
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California can best support tropical forest conservation through addressing ways in which
California's procurement policies and California-based industries drive tropical deforestation
through commodity supply chains in the purchasing of goods such as palm oil, soy, beef, timber,
and petroleum. Considering that California's cap and trade program is expected to be oversupplied
through 20202,3 and amendments made to the cap and trade program adopted April 25, 2014 include
a new cost-containment mechanism that prevents allowance prices from exceeding the top
Allowance Price Containing Reserve level in the unlikely case that that prices should rise that high,
ARB has time to fully consider the risks discussed herein and consider alternatives before rushing
into the development of a REDD program.
Credited REDD is not an effective way to support forest conservation, and involves high
risk of unintended harm to local communities.
Internationally funded conservation efforts over the past four decades are filled with wellintentioned projects that resulted in land confiscation, local communities being barred from their
traditional, non-harmful use of the forest, and in many cases, increases rather than decreases in
illegal deforestation. It is well understood that conservation programs needs to be carefully designed
and carried out in a bottom-up manner that involves communities living in, and depending on, the
forests, taking into account their particular livelihood needs and particular local drivers of
deforestation.4 A market-based approach focused on carbon is very much the opposite of what
researchers and practitioners have deemed effective. A recent study by Rights and Resources
Initiative concludes that “the complex financial mechanisms needed to implement REDD+
programs tend to create opaque conditions, promote a lack of transparency, and impose high
participation and transaction costs on those who can least afford them.”5
Historical precedent in many jurisdictions, including those being considered by ARB, makes
clear that that such conditions not only undermine the livelihood benefits that REDD programs
may confer to local communities,6 but may lead to persistent tensions and open conflict between
implementing agencies and local communities, with attendant reputational damage and material
costs to the project and its agents, and may similarly undermine the implementation of the project at
the local level (see numerous examples cited below). The financial and derivatives experts at the
Munden Project7 have stated, “The problem for REDD is that the commodity-based approach is at
loggerheads with the development benefits REDD is expected to generate.”8 The Munden Project
further states that “the bulk of benefits from forest carbon will not go to REDD projects, the

Ibid.
Point Carbon. 2013. Carbon Market Analyst: New California Emissions Model and Reviced WCI Price Forecast. San
Francisco.
4 Among other sources, see Center for International Forestry Research. Community managed forests and forest
protected areas: An assessment of their conservation effectiveness across the tropics.2012 at:
http://www.cifor.org/online-library/browse/view-publication/publication/3461.html
5 Rights and Resources Initiative. Status of Forest Carbon Rights and Implications for Communities.2014 at:
http://www.rightsandresources.org/documents/files/doc_6594.pdf?utm_source=Carbon+Brief+Launch+Email&utm
_campaign=Carbon+Rights&utm_medium=email
6 Paladino S (2011). Tracking the fault lines of pro-poor carbon forestry. Culture, Agriculture, Food and Environment
(2011): 128; Osborne T (2011). Carbon forestry and agrarian change: access and land control in a Mexican rainforest.
Journal of Peasant Studies Volume 38, Issue 4.
7 The Munden Project. “REDD and Forest Carbon: Market-Based Critique and Recommendations”. 2011
8 The Munden Project. 2011.OpCit.7
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communities that live within them or the countries where they are located.”9 Our concern is that the
imposition of a REDD program that provides benefits, in the form of carbon credits, to California
industry, while failing to consider the needs of the forest-dependent communities in partner
jurisdictions, will tarnish the efforts of California with undesirable and intractable perverse results.
Land ownership and use is highly contested in many regions of the world, and unclear land
title itself is a leading driver of deforestation. The aforementioned research by Rights and Resources
Initiative concludes that, in the absence of comprehensive legal tenure reform, REDD programs
could “perpetuate and amplify existing conflicts” and “lead to reversals in the gains that
communities have made securing their rights over several decades”10 by impinging upon existing
statutory and customary rights.
Nowhere is this more true than in the tropical forest regions of Chiapas Mexico, where
government efforts to institute land tenure and use regulations have dragged on for over 40 years
and proceeded piecemeal according to highly paternalistic relationships between officials and
individual communities.11 The 1994 indigenous Zapatista uprising can be traced directly to this
troubled history,12 and resulted in an escalation of conflict in the region that has proven resistant to
government attempts at resolution, whether, military, economic, or political.13 Initial attempts to
institute a REDD program in Chiapas, albeit without the robust protocols that the state of
California plans to develop, resulted in the exacerbation of this long-standing land-tenure conflict,
and to date has not been resolved by the Chiapas administration.14,15,16 We have annexed to this
submission a record of ongoing land claims in one forested region of Chiapas, as illustration of our
broader concern that land tenure and forest governance in Chiapas, and potentially in other partner
jurisdictions, are not sufficiently stable to support the successful implementation of a REDD project
by the Chiapas administration. We therefore urge ARB to refrain from creating financial incentives
that could be used for perverse political purposes, and which carry a high risk of undermining the
resource rights, land rights, and sovereignty of those whose livelihoods depend directly on the
natural resource base.
The dynamics of deforestation and forest degradation are multiple and highly complex.
These “drivers” operate at a number of levels, influenced by the global economy, regional trade,
national politics and economy, as well as local land markets, power dynamics, subsistence forest
The Munden Project. 2011.OpCit.10
Rights and Resources Initiative. OpCit
11 Ascencio Franco, Gabriel, “Regularización de la propiedad en la Selva Lacandona: cuento de nunca acabar” Tuxtla
Gutiérrez, Universidad de Ciencias Artes de Chiapas, 2008.
12 De Vos, J. 2002. Op Cit.
13 Harvey, Neil. 1998. OpCit. Villafuerte Solís, D. et al. 1999. OpCit. Womack, John. 1999. OpCit.
13 LEGORRETA DÍAZ, Ma. del Carmen, 1998, Religión, Política y Guerrilla en Las Cañadas de la Selva Lacandona,
Edit. Cal y Arena, México
14 See video testimonial: http://www.youtube.com/watch?v=v6DAb6Y0Ji0; http://www.reddmonitor.org/2011/04/07/redd-alert-in-chiapas-mexico/; http://www.redd-monitor.org/2011/09/07/statement-fromchiapas-mexico-redd-project-is-a-climate-mask-to-cover-up-the-dispossession-of-the-biodiversity-of-the-peoples/
15 Conant J (2011). Do Trees Grow on Money? Earth Island Journal.
http://www.earthisland.org/journal/index.php/eij/article/do_trees_grow_on_money
16 Pobladores de la Selva Lacandona denuncian que el gobierno les pretende arrebatar su tierra.March11,2014. El
Proceso.V.1956. http://www.proceso.com.mx/?p=366947&utm_source=hoy+en+dh&utm_campaign=8cfd721667Monitoreo_del_30_de_agosto_de_20134_1_2013&utm_medium=email&utm_term=0_58473853f8-8cfd72166751642609 Last accessed 4.28.2014.
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dependencies, population and poverty.17 Addressing these drivers appropriately and at scale requires
a broad and integrated approach that includes reducing demand for wood and agricultural
commodities, reducing demand for land, supporting cultural values, indigenous territories, and
community conserved areas, redirecting financial flows, addressing lack of political will and capacity,
and integrating forest governance and poverty reduction strategies.18 The concern that REDD
programs may fail to address these comprehensive drivers may be best illustrated by the fact that
since 2010 when Norway established a $1 billion bilateral REDD agreement with Indonesia, some
promising reforms have occurred but the rate of deforestation in Indonesia has doubled.19
Experience so far with pilot REDD projects has demonstrated that these risks are real, and
likely, including land grabbing, involuntary displacement, restricting people from traditional use of
land, and in some cases increased risk of illegal deforestation. Notable examples include:

A UNEP-funded REDD+ project in Kenya’s Mau Forest, where members of the Ogiek
People have suffered violent evictions.20

The Central Kalimantan Forest Project, a US$43 million REDD project in Indonesia that
was cancelled in 2013 and which “produced no significant environmental outcomes, and
created conflict in local communities and confusion about the status of their land.” 21

The Purus Project , a REDD initiative in Acre, Brazil which classified the forest-dependent
families living in the project area as “deforestation agents” and imposed restrictions on their
traditional practices that gave rise to a confrontation that has yet to be resolved.22

The Rufiji Delta REDD pilot project in Tanzania that involves plans understood to lead to
the eviction of thousands of people who have lived in, and protected, the mangrove forest in
the delta for centuries.23
Carefully designed fund-based approaches supporting local conservation efforts, as well as
approaches built on reducing the direct drivers of deforestation in commodity supply chains, are
much more likely to be effective, while avoiding the high risk of negative unintended consequences
associated with a credited REDD program.
A credited REDD program will not meet the additionality requirements of AB 32
Given large uncertainties in business-as-usual deforestation rates, and large annual variation
in those rates, it is not feasible to set a crediting baseline that effectively supports reductions in
deforestation while also avoiding non-additional crediting. For a conservation program to effectively
reduce deforestation, sufficient funds must be provided in a predictable manner. For a credited
REDD program, this would require defining a crediting baseline lax enough so that it can
predictably be met and exceeded with program efforts. However, to avoid non-additional crediting
Mark, Ph.D. Forests and Climate Change: Mitigating Drivers of Deforestation. 2009
http://www.communityforestryinternational.org/publications/working_papers/Drivers_of_Deforestation.pdf
18 Global Forest Coalition. “Getting to the Roots: Underlying Causes of Deforestation and Forest Degradation, and
Drivers of Forest Restoration”. 2012
19 http://www.sciencemag.org/content/342/6160/850
20 http://www.redd-monitor.org/2009/11/19/ogiek-threatened-with-eviction-from-mau-forest-kenya/
21 http://www.redd-monitor.org/2013/07/04/australia-shuts-down-the-kalimantan-forest-carbon-partnership-a-lot-offunds-spent-and-very-little-progress/
22 http://wrm.org.uy/wp-content/uploads/2013/11/Observations_on_a_private_REDD_project_in_Acre.pdf
23 Beymer-Farris, B. A., & Bassett, T. J. (2012). The REDD menace: Resurgent protectionism in Tanzania's mangrove
forests. Global Environmental Change, 22(2), 332-341.
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the crediting baseline must be set low enough to avoid crediting reductions in deforestation rates
that would have happened because of factors outside of the REDD program. Meeting these two
requirements simultaneously is a challenge because of the substantial variability in annual
deforestation rates in jurisdictions around the world as well as uncertainties in future business-asusual projections.
For example, deforestation rates in Acre, Brazil varied between 167 and 1208 square
kilometers per year between 1988 in 2009, with peaks and dips throughout that period.24 The REDD
Offsets Working group (ROW)25 recommends a 10-year average of the jurisdiction’s deforestation
rate during years prior to the start of the REDD program be used as the baseline deforestation rate.
It is possible to examine the non-additional crediting that would result from this method due to
business-as-usual variation in annual deforestation rates by applying this method to the past and
calculating the credits that would have been generated in subsequent years. All such credits would be
non-additional, since they would all be from variation in deforestation rates that happened without
the offset program. This method of baseline setting, if it were applied to Acre, Brazil in 1997, 2002,
and 2007, would generate annual average non-additional credits of 9, 14 and 16 MT CO2e
respectively per year for subsequent years through 2009.26 Other states in Brazil have similar
variation in their annual deforestation rates.27 In order for California to only credit those reductions
caused by its REDD program, it would need to set a crediting baseline at a level that is 30% of the
average deforestation rate between 1998 and 2007 (the value of the deforestation rate in 2009, the
lowest deforestation rate between 1999 and 2009). Such a level would not provide a predictable
funding source for Acre. A credited REDD program will always require a trade off between setting a
crediting baseline high enough to predictably and sufficiently support reductions in deforestation,
and setting and a crediting baseline low enough to meet the requirement that all credits be
additional. Past deforestation rates in Brazil indicates that it is not possible to meet both
requirements once.
The difficulty in setting a crediting baseline that mostly only credits the results of the
program was evidenced by the answers of Monica Julissa, Director of the Institute of Climate
Change of Acre, Brazil, during the second workshop of the REDD Offsets Working group that
took place at Stanford University on February 5, 2013. When asked if Acre, Brazil had plans to
continue to reduce its deforestation rates into the future, Ms. Julissa responded that programs that
the state already has in place are expected to continue to reduce the state’s deforestation rate. These
programs include “zoning,” policies that “promote the economy based on the forest… by
substituting the cattle rancher [with] the forest, and try to promote forest products…” and their
obligation to “be in compliance with the federal policies.”28 But she continued that Acre needs new
funds to continue and expand their deforestation reduction efforts. While a crediting program can
certainly have an influence on deforestation rates in Acre, Brazil, it would be impossible to
accurately and reliably distinguish the effects of Acre’s ongoing programs and other factors affecting
deforestation rates from the effect of the crediting program. Ms. Julissa’s statements describe the
http://www.mongabay.com/brazil-state_deforestation.html (accessed April 27, 2014)
citation and web page
26 Deforestation rates taken from: http://www.mongabay.com/brazil-state_deforestation.html; 43,700 tCO2e per km2 is
calculated from FAO. 2011. The State of Forests in the Amazon Basin, Congo Basin and Southeast Asia. A report
prepared for the Summit of the Three Rainforest Basins Brazzaville, Republic of Congo, 31 May–3 June. (Table 8)
27
http://www.mongabay.com/brazil-state_deforestation.html (accessed April 27, 2014)
28 http://greentechleadership.org/events/workshops/row-mrv-workshop/#slides (accessed April 27, 2014) (video #1,
timestamp 2:08-2:14)
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difficulty involved with determining a crediting baseline and attributing an amount of emissions
reductions to a REDD program in a way that preserves the additionality of the resulting credits and
meets the requirements of AB 32.
Conclusion
ARB should not rush the development of a REDD program or the inclusion of REDD
credits in the cap and trade program until it has undertaken sufficient analysis and consideration of
these risks, in concert with legitimate actors in partner jurisdictions. We question whether ARB is in
a position to invest the time and attention needed to fund international conservation programs as
needed to reasonably ensure avoidance of negative impacts on local communities. We also question
the ability for a credited REDD program to be designed in a way that meets the additionality
requirements of any traded credits under the cap and trade program. We do not see how it is
possible to define a crediting baseline that both provides a predictable, effective amount of funds
and avoids non-additional crediting. Further, through 2020, new credits generated from a REDD
program will most likely contribute to an over-supply of credits, and are thus are not only nonessential to the program, but could weaken the program with greater over-supply. We strongly
suggest that ARB choose not take the risks associated with adopting a REDD program. We
recommend that ARB allow the cap and trade program to send a price signal that will incentivize
reductions under the cap, rather than asking California businesses to pay for questionable and
potentially harmful reductions internationally. We also recommend that if ARB is interested in
supporting tropical forest conservation in other sub-national jurisdictions, ARB should consider
addressing ways in which California’s procurement policies and California-based industries drive
tropical deforestation through commodity supply chains in the purchasing of goods such as palm oil,
soy, beef, timber, and petroleum.
Most sincerely,
Jeff Conant
Senior International Forests Campaigner
Friends of the Earth
2150 Allston Way, Ste 240
Berkeley CA 94704
(510) 900 0016
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Annex 1: The State of ‘Irregular’ Indigenous Communities in the Lacandon Jungle of
Chiapas29
The social and political landscape of the Lacandon region of Chiapas is extremely complex
and marked by a long history of conflict.30 In the 1960’s the Mexican government encouraged
landless farmers to colonize the Lacandon.31 Colonization offered a momentary path-of-leastresistance that preserved large-landholding estates in other parts of Chiapas. However, authorities
provided almost no resources or guidance to the primarily indigenous colonists, and the process
resulted in abundant tenure ambiguity and conflict.32 Government efforts to rationalize land tenure
and use regulations have dragged on for over 40 years and proceeded piecemeal according to
clientistic relationships between officials and individual communities.33
The 1994 indigenous Zapatista uprising can be traced directly to this troubled history34, and
resulted in an escalation of conflict in the region that has proven resistant to government attempts at
resolution, whether, military, economic, or political.35 This phase of the land conflict in Chiapas also
brought an influx of new and varied actors into the Lacandon region: international development
initiatives, anti-globalization solidarity groups, an enormous number of national and international
NGO’s, and government social development programs deployed with the intention of luring
residents away from the Zapatista resistance.36 To this day, an array of competing interests vie for
productive resources amidst social fragmentation and scarcity of services such as schools, healthcare,
and access to markets.37
Through a series of government decrees beginning in 1978, seven Natural Protected Areas
were established to protect the areas of the Lacandon that hold the greatest biodiversity in
Mesoamerica.38 These protected areas were declared with almost no consultation with affected
indigenous residents and served to deepen existing land tenure and access conflicts.39 In 2000, at the
urging of national and international conservation organizations state and federal government
initiated an explicit policy of removing communities without formal land title.40 Deemed irregular or
illegal, indigenous communities were removed from land on protected areas that they had inhabited
29

Research compiled by Friends of the Earth-US; for further information, contact: jconant@foe.org
Harvey, Neil. The Chiapas Rebellion: The Struggle for Land and Democracy. Durham, NC: Duke University Press, 1998. Villafuerte Solís, D.
et al. “La tierra en Chiapas, viejos problemas nuevos.” Plaza y Valdés, Universidad de Ciencias y Artes del Estado de Chiapas, México, 1999.
Womack, John. Rebellion in Chiapas: An Historical Reader. New York: New Press, 1999.
31 De Vos, J. “Una tierra para sembrar suenos: historia reciente de la selva Lacandona, 1950-2000.” México, D.F.: Centro de Investigaciones y Estudios
Superiores en Antropologia Social, 2002.
32
Legorreta Diaz, Ma. del Carmen, “Religión, Política y Guerrilla en Las Cañadas de la Selva Lacandona”, Edit. Cal y Arena, México, 1998.
33 Ascencio Franco, Gabriel, “Regularización de la propiedad en la Selva Lacandona: cuento de nunca acabar” Tuxtla Gutiérrez, Universidad de
Ciencias Artes de Chiapas, 2008.
30

34

De Vos, J. 2002. Op Cit.

35

Harvey, Neil. 1998. OpCit. Villafuerte Solís, D. et al. 1999. OpCit. Womack, John..1999. OpCit.
Diaz, Ma. del Carmen, “Religión, Política y
36 Ronfeldt, David, John Arquilla, Graham Fuller and Melissa Fuller. The Zapatista "Social Netwar" in Mexico. Santa Monica, CA: RAND
Corporation, 1998. http://www.rand.org/pubs/monograph_reports/MR994.
37
Howard, Philip; “The History of Ecological Marginalization in Chiapas” 1998. Environmental History Vol 3 No. 3 Jul 1998. Sanchez Perez,
Hector Javier. “Excluded People, Eroded Communities: Realizing the Right to Health in Chiapas, Mexico.” Physicians for Human Rights, El
Colegio de la Frontera Sur. 2006
38 Mendoza, E. and R. Dirzo. 1999. Deforestation in Lacandonia (southeast Mexico): evidence for the declaration of the northernmost tropical
hotspot. Biodiversity and Conservation 8:1621-1641.
39 Durand et al. “Inclusion and exclusion in participatory strategies in the Montes Azules Biosphere Reserve, Chiapas, Mexico.” Conservation and
Society, Accepted for Publication 2013
40 Cortez, Carlos, and Luisa Paré. “Conflicting rights, environmental agendas and the challenge of accountability: Social mobilization and protected
natural areas in Mexico.” In Rights, Resources and the Politics of Accountability, ed. P. Newell and J. Wheeler Zed: 2006.
35Legorreta
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often for generations; government relocation policy provoked widespread resentment and the
interpretation that environmental actors are collaborating with military counter-insurgency efforts.41
Former UN Special Rapporteur on the Rights of Indigenous Peoples, Rodolfo Stavenhagen, visited
the “irregular” communities in Montes Azules during his 2003 visit to Mexico. In testimony before
the UN High Commission for Human Rights he advocated explicitly for the rights of Montes
Azules communities to stay where they are.42 In a follow-up 2007 report Stavenhagen criticized the
Mexican agrarian and environmental judiciary calling them “obsolete,” and “incapable of recognizing
and integrating indigenous rights.”43
The chart below, drawn from official Chiapas and federal government documents, details the
communities targeted for eviction in 2009 and illustrates the logic behind government eviction
policy.44
Village
Name

Affiliation

# of
Size of
Government Action Plan
Resident Territorial
Families Claim
(hectares)

Current Status

Nuevo Agua Zapatista 10
Dulce
/EZLN

150

Negotiated Exit, Requires
No Change from 2009
Strengthening Negotiation Channels

Nuevo
Limar

Zapatista 48
/EZLN

450

Negotiated Exit, Requires
No Change from 2009
Strengthening Negotiation Channels

Nuevo San
Gregorio

ARIC-ID 23

1,977

Requires Renewed Attempt at
Threatened with
Negotiation, Foresee Criminal Action Immediate Forced
Eviction March 2012

Nuevo
Villaflores

None

235

Negotiated Exit, Must Attend to
Community's Existing Proposal and
Incorporate it into Gov’t Plan

50

Negotiated Exit, Requires
No Change from 2009
Strengthening Negotiation Channels

12

Ojo de Agua ARIC-ID 20
la Pimienta

Accepted
Indemnification,
Awaiting Payment

Ranchería
Corozal

ARIC-ID 13

515

Requires Renewed Attempt at
Threatened with
Negotiation, Foresee Criminal Action Immediate Forced
Eviction March 2012

Salvador
Allende

ARIC-ID 23

800

Case in Process

Threatened with
Immediate Forced
Eviction March 2012

41

Castro Soto, Gustavo. “El Pukuj Anda Suelto en Montes Azules: Biopirateria y Privatizacion de la Vida,” San Cristobal de las Casas, Chiapas.
29 Abril 2004.
42 E/CN.4/2004/80/Add.2; 23 de diciembre de 2003
43 A/HRC/4/32; 27 de febrero de 2007
44 Secretaria de Medio Ambiente y Vivienda, Gobierno de Chiapas, “Atención a Grupos Irregulares dentro de la Reserva de la Biosfera Montes Azules
y Comunidad Zona Lacandona.” Official Powerpoint: September 26 2009. Secretaria de la Reforma Agraria, Gobierno Federal de los Estados Unidos
Mexicanos, “Programa de Atencion Integral Bienes Comunales Zona Lacandona Reserva de la Biosfera Montes Azules: La Disputa por la Tenencia de
la Tierra en la Selva Lacandona.” Official Powerpoint: February 2006.
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El
Zapatista 3
Innominado /EZLN
ó San Pedro

150

Case in Process, Foresee Criminal
Forcibly Evicted Feb
Action against 3 families who refuse 2010
to leave

Nuevo
Altamirano

Zapatista 25
/EZLN

1,647

Negotiated Exit, Must Attend to
Community's Existing Proposal and
Incorporate it into Gov’t Plan

No Change from 2009

Benito
Juárez
Miramar

ARIC-ID 40

4,553

Regularize Land Title, Attend to
Proposal and required paperwork

No Change from 2009

Seis de
Octubre

Zapatista 50
/EZLN

1,016

Negotiated Exit, Requires
No Change from 2009
Strengthening Negotiation Channels

Chumcerro
la Laguna
TOTAL

ARIC-ID 15

1,750

Regularize Land Title, Attend to
Proposal and required paperwork

No Change from 2009

282
13,293
Families Hectares
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May 1, 2013

To: REDD Offsets Working Group
Re: Recommendations of the REDD Offsets Working Group for Subnational REDD
crediting in California’s Cap-and-Trade Program
Friends of the Earth-US welcomes the opportunity to provide comments regarding the REDD
Offsets Working Group “Recommendations to Conserve Tropical Rainforests, Protect Local
Communities and Reduce State-Wide Greenhouse Gas Emissions,” whose goal is to develop
protocols to guide subnational REDD crediting in California’s cap-and-trade program. Policies
that will impact international forest governance are a primary concern to us and to our allied
organizations; of particular concern is upholding environmental integrity and social equity in
such policies. As an organization based in California and in Washington, D.C., and as a member
of an international network with sister organizations in California’s proposed partner
jurisdictions, we are compelled to register our serious doubts about California’s proposed REDD
initiative.
We strongly support the broad objectives of AB32, California’s Global Warming Solutions Act,
as well as the goals of reducing deforestation and forging a just transition to a low emissions
development path. However, we believe that allowing for jurisdictional REDD offset credits to
meet California’s emissions reduction targets within the cap-and-trade program will have the
perverse effect of weakening both AB32 in California and the efforts of partner jurisdictions to
protect their forests in ways that meet current best practices. Subnational REDD initiatives,
especially when financed primarily or wholly through offsets, will be inefficient, ineffective,
and will lead to perverse outcomes.1
I. INTRODUCTION
We note that AB 32 was intended to both reduce emissions and foster the policy environment
necessary to achieve significant innovation and investment toward the objective of lowemissions development in California. Our concerns about the REDD crediting mechanism,
however, begins with our concerns regarding offsets generally. The offset limit established under
the cap-and-trade program undermines the effectiveness of the program by diminishing
1

See generally The Munden Project, “REDD and Forest Carbon: Market-based Critique and Recommendations.” 2011; Karsenty and Ogolo,
“Can ‘fragile states’ decide to reduce their deforestation? The inappropriate use of the theory of incentives with respect to the REDD
mechanism,” Forest Policy and Economics.2011; Karsenty, Alain, “What the (Carbon) Market Cannot Do”, Perspective: Forests and Climate
Change.CIRAD.2009
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opportunities for job creation and co-pollutant reductions in the state’s most heavily-polluted
areas, and transfers what should be public wealth in the form of allowance revenue to private,
and potentially international offset developers.
The quantitative limit on the use of offsets is 8% of the total credits required to be held by each
emitter, or 8% of their total emissions. This usage limit equals over half of the total reductions
required in California between 2013 and 2020, assuming compliance reserve credits remain
unused, and is 20% more than the total reductions expected to directly result from the cap-andtrade program through 2020, assuming the complementary measures achieve the reductions
expected.2
The REDD+ provisions, if adopted, would represent one quarter (first compliance period) to one
half (second and third compliance periods) of total compliance obligations under the cap-andtrade program. This figure represents a very significant portion of offsets that may be made
available within the cap-and-trade program. It is therefore imperative that any reductions made
outside of the capped sectors be real, additional, and verifiable; furthermore, they must “do no
harm” environmentally and socially, and be made with full and enforceable guarantees for the
rights of indigenous peoples and forest-dwelling communities within the partner jurisdictions.
Entrusting the financing of such a complex and sensitive set of ecological and social dynamics to
the volatile and poorly regulated carbon market3 is inherently problematic.4 While we appreciate
the Air Resources Board’s recognition of the importance of protecting tropical forests and
reducing emissions from deforestation, we believe that the ARB’s consideration of including
international forest offsets in AB32 falls short of a resilient, effective and equitable policy
mechanism.
As the State of California and the California Air Resources Board attempt to design policies to
address emissions from deforestation and degradation, it bears reflecting on the most prominent
of the challenges that beset REDD programs generally to help inform and shape appropriate
tropical forest-related policy interventions under consideration by the State of California.
Following a review of key principles, we offer specific policy recommendations on the proposed
“Recommendations to Conserve Tropical Rainforests, Protect Local Communities and Reduce
State-Wide Greenhouse Gas Emissions”. We believe that the challenges associated with
subnational-based REDD credits are incapable of meeting the environmental integrity demanded
by AB 32, and they should be excluded from any cap-and-trade regulations promulgated by
ARB.
2

CARB rules mandate that “covered entities may use offset credits for up to 8 percent of their total compliance obligation for each
compliance period.” (http://www.arb.ca.gov/cc/capandtrade/offsets/chapter6.pdf). There has been a lot of confusion about what the 8% limit on
the use of offsets under California's cap-and-trade program means, with some entities suggesting that 8% is a ‘tiny slice’ of AB32’s mandated
emissions reductions (http://www.edf.org/sites/default/files/OffsetsPercentagesFAQFinal%20041612.pdf). But the limit is 8% of total emissions,
not 8% of mandated emissions reductions. For a short set of slides that visually explains California's offsets limit, see: http://bhaya.berkeley.edu/
3
For the most recent evidence, see coverage in Bloomberg, Reuters Point Carbon, Financial Times, and Environmental Finance for the last two
years during which the EU ETS has been a “dead man walking”, and especially for the last few months; e.g., Joshua Chaffin and Pilita Clark,
“Europe’s Carbon Market Left in Disarray”; “EU Carbon Vote Dooms Plan for Market Fix”, Financial Times, 16 April 2013; Izabella
Kaminska, “EU Carbon Allowances as the New Bitcoin”, FT Alphaville, 16 April 2013; Ewa Krukowska, “EU Carbon Permits ‘Worthless’
Without Change of Rules, UBS Says”, Bloomberg, 21 January 2013; Thomas K. Grose, “The European Union's Eight-Year-Old Emissions
Trading System (ETS), the World's Largest Cap-and-Trade Carbon Market, is Broken”, National Geographic News, 18 April 2013; “CDM
Projects Face Rising Risk of Default”, Caixin, 28 February 2013; “Failure to Fix EU Scheme may Hit other CO2 Markets: S. Korea”, Point
Carbon, 11April 2013; etc.
4
Larry Lohmann, “Uncertainty Markets and Carbon Markets: Variations on Polanyian Themes”, New Political Economy, Vol. 15, No. 2, 2010,
pp. 225-254; “Neoliberalism and the Calculable World: The Rise of Carbon Trading”, in Kean Birch, Vlad Mykhnenko and Katherine Trebeck
(eds.), The Rise and Fall of Neoliberalism: The Collapse of an Economic Order?, London, Zed Books, 2010.
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II. A REVIEW of KEY PRINCIPLES
Since REDD was formally included in the UNFCCC negotiations in December, 2007, policymakers and global civil society have dedicated significant intellectual and financial resources to
thinking through the considerable policy design challenges associated with achieving REDD
outcomes.
A certain amount of attention has focused on learning from prior, failed global forest policy
initiatives in the hope that a REDD mechanism would avoid the mistakes of the past and build a
robust, equitable and effective policy framework to halt deforestation – though key contributions
to this discussion, such as those made by indigenous peoples’ organizations themselves, have
been largely ignored.5 Nevertheless, REDD+ initiatives as they have unfolded in practice have
revealed many of the persistent failures of previous global efforts to protect forests: failure to
appropriately engage stakeholders; failure to develop incentives adequate to meet the needs and
capacities of forest-dependent people; and failure to address the underlying drivers of
deforestation.
The concept behind REDD crediting mechanisms posits that by putting a price on the carbon
stored in trees, the current economic incentives to deforest could be reversed. However, as many
have noted, payments for forest carbon at the national or local level do not adequately
incentivize – and in some cases may hinder – the suite of policy changes and new incentives
that are required to address deforestation and change forest management behavior. 6
The dynamics of deforestation and forest degradation are multiple and highly complex. These
“drivers” operate at a number of levels, influenced by the global economy, regional trade,
national politics and economy, as well as local land markets, power dynamics, subsistence forest
dependencies, population and poverty.7 Addressing these drivers appropriately and at scale
requires a broad and integrated approach that includes reducing demand for wood and
agricultural commodities, reducing demand for land, supporting cultural values, indigenous
territories, and community conserved areas, redirecting financial flows, addressing lack of
political will and capacity, and integrating forest governance and poverty reduction strategies.8
Typical symptoms of weak forest governance – such as corruption, illegal and unplanned forest
conversion, and conflicts over access to land and resources – are critical drivers of deforestation
in many countries.9 The capacity and political will, or lack thereof, to effectively govern forest
resources represent significant challenges to achieving desired outcomes. Importantly, the lack of
5

See for example, the Indigenous Peoples’ Climate Change Assessment Initiative, “Analytical Background Paper on REDD+” (2011):
http://www.scribd.com/doc/76400442/IPCCA-Analytical-Background-Paper-on-REDD
6
Jade Saunders & Rosalind Reeve “Monitoring Governance Safeguards in REDD+” (paper presented at Expert workshop on Monitoring
Governance Safeguards in REDD+ Expert Workshop, May 24-25, 2010, London, England).; Hans Gregersen, Hosny El Lakany, Alain Karsenty,
Andy White “Does the Opportunity Cost Approach Indicate the Real Cost of REDD+: Rights and Realities of Paying for REDD+” Rights and
Resources Initiative, CIRAD, June 2010; Meridian Institute. 2009. “Reducing Emissions from Deforestation and Forest Degradation (REDD): An
Options Assessment Report.” Prepared for the Government of Norway, by Arild Angelsen, Sandra Brown, Cyril Loisel, Leo Peskett, Charlotte
Streck, and Daniel Zarin. Available at: http://www.REDD-OAR.org.
7
Poffenberger, Mark, Ph.D. Forests and Climate Change: Mitigating Drivers of Deforestation.2009
http://www.communityforestryinternational.org/publications/working_papers/Drivers_of_Deforestation.pdf
8
Global Forest Coalition. “Getting to the Roots: Underlying Causes of Deforestation and Forest Degradation, and Drivers of Forest Restoration.”.
2012
9
Gabrielle Kissinger et al, Drivers of Deforestation and Forest Degradation: A synthesis Report for REDD+ Policymakers. Lexeme Consulting,
Vancouver Canada, August 2012.
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state capacity to create coherent, enabling policy environments, be accountable to local
stakeholders and rights holders, as well as to enforce the rule of law are both major drivers of
deforestation in and of themselves and key barriers to effective action to successfully engage in
REDD policies and programs.10
Further, numerous studies have shown that Payment for Environmental Service schemes such as
REDD produce marginal benefits, if any, while drawing producers away from core livelihood
activities.11
As financial and derivatives experts at the Munden Project12 have stated, “The problem for REDD
is that the commodity-based approach is at loggerheads with the development benefits REDD is
expected to generate. Experience within numerous commodities markets shows a generalized
pattern whereby commodity producers receive an extremely limited percentage of the final
commodity cost.”13 The Munden Project further states that “REDD is unlikely to generate
expected impact at the producer level. That is, the bulk of benefits from forest carbon will
not go to REDD projects, the communities that live within them or the countries where
they are located, and those projects that are able to operate will come under intense
pressure to cut costs due to monopsony buying power.”14
In many countries a significant proportion of deforestation has been, and remains to this day,
illegal and uncontrolled. Policy makers are also increasingly mindful that prior international
interventions have had limited effect on deforestation and degradation rates, often due to the fact
that there has been inadequate effort to recognize human rights, clarify property, access and use
rights, enable local enterprise development, and encourage the transparency and accountability
necessary for equitable markets and governance to develop.15 Lastly, while it is hoped that
REDD will provide significant climate, biodiversity and livelihood benefits, there is also a real
risk that REDD will exacerbate existing inequities. Indeed, numerous early efforts to establish
REDD programs without full recognition of and participation by rights holders, have already
been shown to do so.16
Similarly, significant technical and methodological constraints have prevented avoided
deforestation credits from qualifying in all existing compliance-based emissions trading
frameworks, including the European Union’s Emissions Trading Scheme and the UNFCCC’s
Kyoto Protocol. Key challenges include additionality, the impermanence of forest carbon
sequestration (alternately stated, the possibility for reversals of carbon stored in trees and soil) as
well as international and intra-national emissions leakage. While these are not the only such
constraints, they are potentially the most damaging to environmental integrity, which is
10

Jade Saunders & Rosalind Reeve “Monitoring Governance Safeguards in REDD+” (paper presented at Expert workshop on Monitoring
Governance Safeguards in REDD+ Expert Workshop, May 24-25, 2010, London, England).
11
See Osborne T. Carbon Forestry and agrarian change: access and land control in a Mexican rainforest.Journal of Peasant Studies Volume 38,
Issue 4 (2011); McAfee, Kathleen and Shapiro, Elizabeth. “PES in Mexico: Nature, Neoliberalism, Social Movements, and the State.” Annals of
the Association of American Geographers. 100 (3). 2010. 579-599; Corbera, Esteve, Brown, Katrina, and Adger, W. Neil. “The Equity and
Legitimacy of Markets for Ecosystem Services.” Development and Change. 38 (4). 2007. 587-613; Corbera, Esteve and Brown, Katrina.
“Building Institutions to Trade Ecosystem Services: Marketing Forest Carbon in Mexico.” Word Development. 36(10). 2008. 1956-1979.
12
The Munden Project. “REDD and Forest Carbon: Market-Based Critique and Recommendations”. 2011
13
The Munden Project. 2011.OpCit.7
14
The Munden Project. 2011.OpCit.10
15
Rights and Resources Initiative. “Seeing People Through The Trees: Scaling Up Efforts to Advance Rights and Address Poverty, Conflict and
Climate Change.” 2008. Washington DC:RRI. Available at: http://www.rightsandresources.org/documents/files/doc_737.pdf4
16
CECCAM. “REDD+ y los teritorios indigenas y campesinos.” 2012. Mexico. http://ceccam.org/sites/default/files/AAA-REDD%2BWeb.pdf
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paramount if REDD activities are to be used as compliance instruments. We are concerned that
in its efforts to quickly establish a REDD program, California is glossing over the significant
political and technical challenges that have thus far prevented other compliance markets from
accepting REDD credits. By doing so, California risks encouraging other compliance
frameworks to weaken their standards. Worse, California risks committing precisely the errors
that previous compliance-based emissions trading frameworks have sought to avoid.
Some of these challenges may be reparable, while others ultimately may be insurmountable. But
even among policy makers in favor of REDD there is a majority consensus17 that if REDD
programs are to be credible, they cannot be rushed.
We are concerned that the general approach currently under consideration fails to acknowledge
the deep institutional and governance capacity that needs to be built in order to ensure reliable,
equitable, and rights-based implementation, and ultimately may undermine the environmental
integrity required by AB 32. To ensure environmental integrity and sustainable development
benefits, REDD policies and programs would have to consider the following key principles:
1. Address the key drivers of deforestation at local, regional and national levels, including
the social, economic, environmental, and political drivers generated outside the forest
sector;
2. Transparent financing that is additional, new, adequate, predictable, aligned with best
practices in climate adaptation and mitigation, and responsive to the needs of
communities;
3. National implementation with broad country participation;
4. Clear, coherent policies, laws, and regulations as well as effective implementation and
enforcement of, and compliance with, those policies, laws and regulations;
5. Transparent and accountable decision-making and institutional participation;
6. Undertake both project design and implementation with full and effective participation of
indigenous peoples and local communities, and in full recognition of the rights of
indigenous peoples as stated in the United Nations Declaration on the Rights of
Indigenous Peoples;
7. Inclusion of strict safeguards for biodiversity, especially to avoid adverse consequences
for threatened and sensitive wildlife.
Early action, demonstration policies and programs can help generate momentum in support of a
credible mechanism to address the drivers of deforestation and degradation and stimulate lowcarbon rural development, and will certainly engender learning opportunities for the
jurisdictions, agencies, and institutions involved; however, due to the aforementioned
concerns about impermanence, the need for rigorous verification, and the lack of
institutional capacity to engage all stakeholders according to best-practice principles, early
action demonstration policies must not be used to generate credits for compliance, as
appears to be the objective proposed by the current ROW recommendations. It would be
particularly perverse if, in its intention to serve as a proof of concept for REDD activities, CARB
17

UNFCCC Ad-hoc Working Group on Long-Term Cooperative Action. “Report of the Ad Hoc Working Group on Long-term Cooperative
Action under the Convention on its eighth session, held in Copenhagen from 7 to 15 December 2009.” FCCC/AWGLCA/2010/7; “Report Of
The Informal Working Group On Interim Finance For Redd+ (Iwg-Ifr)” October, 2009 Available at:
http://princes.3cdn.net/8fe32b29f9f9fd7c36_u2m6iypad.pdf.
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undermined long-term emissions reduction efforts by failing to address the full suite of issues
identified by the international community in protecting tropical forests and addressing land use
change.
Further, CARB would have to consider the significant additional costs incurred in creating the
necessary enabling policy frameworks to address deforestation, and in developing the
institutional capacity to measure, report and verify carbon emissions with an accuracy adequate
for trading in a carbon market. The former—expenditures for improved forest governance and
land tenure reform—are essential to generating a credible mechanism to reduce deforestation,
and should be covered by developed countries in line with their international legal obligations to
meet the full, incremental cost of mitigation and adaptation activities. The latter—forest carbon
accounting geared towards putting forests into carbon markets—is beyond the scope of valid
climate finance, and should not be covered either under developed country climate finance
obligations or through subnational agreements.
ROW recommends that partner jurisdictions “should be responsible for designing and
establishing their own carbon accounting and registry systems,”18 should “develop and adopt
mechanisms for managing performance reversal risk,”19 should “ensure rigorous measuring and
monitoring”20 and should “demonstrate strong social and environmental safeguards that meet
best-practice global standards.”21 While these recommendations appropriately place
responsibility with crediting jurisdictions, they conversely indicate an unwillingness and inability
on the part of California to provide technological and financial support to enable the necessary
institutional and technical foundations to meet compliance demand. We therefore believe that
using REDD credits for compliance would lead to inequitable and onerous burdens placed on
developing countries, whose primary impacts could be displaced onto the most poor and
vulnerable populations in those countries.22
Lastly, implementing many of the key, as yet unresolved, features of a durable REDD
regime are not well suited to the regulatory authority of the state of California, including
improved forest governance, the development of relevant legal frameworks, the rights of
indigenous peoples and local communities (including their full, effective participation and free,
prior, informed consent as mandated by the UN Declaration on the Rights of Indigenous
Peoples23).
For all the above reasons, among others, we believe that project- and subnational-based
REDD credits should be excluded from any cap-and-trade regulations promulgated by
ARB.
III. POLICY RECOMMENDATIONS
18

ROW, Summary for Policymakers.5
Ibid.6
20
Ibid.6
21
Ibid.7
22
See among other sources. Hall, A. Forests and Climate Change – The Social Dimensions of REDD in Latin America, p. 79; CIFOR (2005).
Carbon forestry: Who will benefit? p. 42; Brown K & Cobera E (2003). Exploring equity and sustainable development in the new carbon
economy. Climate Policy 3S1 S54; Greenpeace International, “Outsourcing Hot Air: The push for sub-national REDD offsets in California’s
carbon market from Mexico and beyond”.2012; Conant J (2011). Do trees Grow on Money? Earth Island Journal
http:www.earthisland.org/journal/index.php/eij/article/do_trees_grow_on_money
23
http://www.un.org/esa/socdev/unpfii/documents/DRIPS_en.pdf
19
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Policy recommendations: Scope of REDD+, accounting for carbon emissions and forest
definitions
The scope, definitions and accounting modalities of REDD policy implementation will have
significant implications for the environmental integrity of AB32. In this regard, we recommend
that ARB note the potential of REDD-type projects to create perverse incentives that allow for
conversion of forests to plantations. The definition adopted by the Marrakesh accords of the
UNFCCC24 is particularly damaging in this regard. The old UNFCCC definition states: “Forest”
is a minimum area of land of 0.05-1.0 hectares with tree crown cover (or equivalent stocking
level) of more than 10-30 per cent with trees with the potential to reach a minimum height of 2-5
metres at maturity in situ. A forest may consist either of closed forest formations where trees of
various storeys and undergrowth cover a high proportion of the ground or open forest. Young
natural stands and all plantations which have yet to reach a crown density of 10-30 per cent or
tree height of 2-5 metres are included under forest, as are areas normally forming part of the
forest area which are temporarily unstocked as a result of human intervention such as harvesting
or natural causes but which are expected to revert to forest.”
By allowing plantations and what is referred to as “temporarily destocked” land to count as
forests, this definition will incentivize activities that harm both native ecosystems and biological
diversity. Biome-specific definitions in place of the current definitions used at the UNFCCC are
superior in this regard.
Both the definition of forests and the definition of degradation have received a great deal of
attention in international policy making bodies. To help define degradation and its potential
implications, Mackey et. al., note that: “forest degradation needs to be defined to include the
impact of all human land-use activity that reduces the current carbon stock in a natural forest
compared with its natural carbon carrying capacity. The impact of commercial logging on natural
forests must therefore also be considered when accounting for forest degradation.” Commercially
logged forests have substantially lower carbon stocks and reduced biodiversity than intact natural
forests, and studies have shown carbon stocks to be 40 to 60 per cent lower depending on the
intensity of logging (Brown et al. 1997; Dean et al. 2003; Roxburgh et al. 2006). In the Brazilian
Amazon, the area of natural forest that is logged commercially resulting in degraded carbon
stocks is equivalent to that subject to deforestation and represents approximately 0.1 Gt of green
carbon emissions to the atmosphere (Asner et al. 2005).”25
Further, it will be essential to establish a list of forest degrading activities for which emissions
have been quantitatively established, rather than to rely on claims that certain activities have
negligible, temporary and naturally reversible impacts on carbon stocks and the carbon carrying
capacity of the forests. The use of both field plots and remote sensing data are critical in
establishing these data at appropriate scales. As Macauley et al note, “the uncertainty of final
forest carbon measures is an aggregate of the uncertainties of each component of the measures,”
so “it is critically important that inputs be accurate and precise.”26 Currently, the science of
24

http://unfccc.int/resource/docs/cop7/13a01.pdf
Mackey et al. “Green Carbon: The role of natural forests in carbon storage. Part 1. A green carbon account of Australia’s south-eastern
Eucalypt forests, and policy implications.” Australian National University Press, Canberra; p. 36.
26
Macauley et al, “Forest Measurement and Monitoring: Technical Capacity and ‘How Good is Good Enough?’.” Resources for the Future
Ibid.19

25
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measuring carbon stocks and fluxes from landbased emissions is far from exact and the use of
default values in offset project calculations is widespread.27 While advances in LIDAR
technology are increasing the accuracy of remote sensing, the technology is expensive, 28 raising
concern that costs will be prohibitive.
It is also critical that baselines employ “gross” not “net” deforestation accounting to prevent
additional uncertainties, intentional manipulation of data, and conversion of native forests to
silvicultural or agricultural plantations. Using net accounting significantly increases the
likelihood of “hot air,” undermining the integrity of credits generated with such accounting.
In addition to these measures, conservation of biodiversity must be a guiding principle for any
forest conservation strategy. Beyond noting that “REDD+ programs should establish and
implement social and environmental safeguards in a manner that…does not damage ecological
systems,”29 recognition of biodiversity conservation as central to forest conservation is distinctly
absent from the ROW recommendations. A carbon-only approach that reduces forests to “carbon
stocks” could trigger huge, deleterious effects on biodiversity. In order to be minimally effective,
forest conservation policies and incentives must be consistent with international conventions,
including the UN Convention on Biological Diversity.
Measuring, reporting and verifying deforestation and degradation requires monitoring of two
components: (1) changes in forest area by forest type and (2) average carbon stocks per unit area
and forest type.30 The IPCC also provides three tiers for estimating emissions, with increasing
levels of data requirements and analytical complexity and therefore increasing accuracy:31
-

-

Tier 1 uses default emission factors (indirect estimation of the emissions based on canopy
cover reduction) for forest activities (“activity data”) that are collected nationally or
globally.
Tier 2 applies emission factors and activity data from country-specific data.
Tier 3 uses methods, models and inventory measurement systems that are repeated over
time, driven by high-resolution activity data and disaggregated sub-nationally at a finer
scale.

The use of default values can cause significant error ranges in carbon estimates, as much as +/-70
per cent using IPCC Tier 1 default values.32 Tier 3 reporting for estimating emissions is superior.
We note that even at this finer resolution and combined with regular and high-density ground27

As noted by Greenpeace (Op Cit. 2012), “One recent study found that assessing forest carbon stocks in a developing country resulted in
uncertainty in excess of 40%, while another showed that even in the EU the average uncertainty range when measuring land-use change
emissions was 30-40%.” See Pelletier J et al (2011). Diagnosing the uncertainty and detectability of emission reductions for REDD+ under
current capabilities: an example for Panama. Environmental Resources Letters 6: 7; European Commission, Directorate-General Climate Action,
Summary Report on the work carried out by European Climate Change Programme group on Climate Policy for Land Use, Land Use Change and
Forestry Draft 3, September 2010; Bucki M et al (2012). Assessing REDD+ performance of countries with low monitoring capacities: the matrix
approach. Environ. Res. Let. 7, pp. 1-3; See generally Lang C (2012). Only 10% of global carbon emissions come from tropical deforestation
http://www.redd-monitor.org/2012/06/27/only-10-ofglobal-carbon-emissions-come-from-tropical-deforestation (accessed 17 August 2012)
(noting drastically different estimations of global deforestation emissions).
28
Macauley et al, “Forest Measurement and Monitoring: Technical Capacity and ‘How Good is Good Enough?’.” Resources for the Future
29
ROW, Summary for Policymakers.7
30
Daniel Murdiyarso et. al. “Measuring and monitoring forest degradation for REDD Implications of country circumstances” CIFOR Info Brief
No. 16 Available at: http://www.cifor.cgiar.org/publications/pdf_files/Infobrief/016-infobrief.pdf
31
Ibid.
32
Global Witness. “Principles for Independent Monitoring of REDD (Im-REDD)” 2010. Policy Brief.
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truthing, the emissions data are still only estimates and therefore are prone to inaccuracies
and gaming, and pose risks for the integrity of California’s cap-and-trade system.
Finally, ROW recommends that California should “be ready to include carbon stock
enhancement as Partner Jurisdictions develop robust monitoring.”33 The inclusion of “carbon
stock enhancement” might lead to strong incentives for industrial monoculture tree plantations to
the detriment of all other ecosystem benefits. Carbon stock enhancement projects have been
shown to produce perverse effects including social conflict and erosion of biodiversity.34 An
extensive literature demonstrates the multiple deficiencies of plantations and other approaches
that privilege carbon sequestration above the other social and ecological function of forests.
Among many others, Hall et al have argued that “an increase in forest area does not necessarily
imply an increased provision of ecosystem services when landscapes are reforesting with
monoculture plantations of exotic tree species. Changes in the support of native biodiversity and
the carbon stored in pulp rotation plantations, along with other ecosystem services, should be
fully considered before implementing reforestation projects.”35
No policy supported by California should encourage or incentivize monoculture tree
plantations under the guise of carbon-stock enhancement.
Policy Recommendations: Baselines, reference levels and additionality
Notwithstanding our previously noted concerns about offsets undermining the integrity of the
cap-and-trade program in AB32, in order to be credible as an offset, the emissions reduced,
avoided, or sequestered must be additional to business-as-usual. This concept is often called
“additionality.” The Congressional Research Service has found that “Additionality is at the crux
of an offset’s integrity. . . . [I]t may be impossible to accurately determine what ‘would have
happened anyway’ for some projects.”36 This is particularly true in the land use and forestry
sector. The complex suite of socio-economic and political forces affecting decisions about land
use and land use change make it very difficult to ascertain what would be additional and
therefore extremely difficult to establish sound baselines. For example, in Costa Rica, where
many have argued that national REDD-type payment for ecosystem services (PES) schemes,
have had a modest effect, others have noted that the impact is negligible. A large number of
studies agree that many landowners would have protected their forests anyway and that decline
in deforestation in Costa Rica cannot be attributed to the payments.37
McKinsey also acknowledged that additionality is a significant issue, affecting the cost of forest
mitigation: “A payment for ecosystem services approach…could have very high inefficiency, i.e,

33

ROW Report: Summary for Policymakers.4
Among other sources, see Patricia Granda, “Carbon Sink Plantations in the Ecuadorian Andes. Impacts of the Dutch FACE-PROFAFOR
monoculture tree plantations project on indigenous and peasant communities”. 2005. Acción Ecológica and World Rainforest Movement.
http://www.wrm.org.uy/ countries/Ecuador/face.pdf. Last accessed, 4.15.13, and Chris Lang and Timothy Byakola. “A funny place to store
carbon”: UWA-FACE Foundation’s tree planting project in Mount Elgon National Park, Uganda. 2006.
http://www.wrm.org.uy/countries/Uganda/Place_Store_Carbon.pdf Last accessed, 4.15.13
35
Jaclyn M. Hall, et al Eric F. “Trade-offs Between Tree-Cover, Carbon Storage, and Floristic Biodiversity in Reforesting Landscapes:”2011.
Landscape Ecol (2012) 27:1135–1147 http://woods.stanford.edu/sites/default/files/files/tradeoffs%20between%20tree%20cover.pdf; last
accessed, 4.15.13
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Ross W. Gorte and Jonathan L. Ramseur, “Report for Congress, Forest Carbon Markets: Potential and Drawbacks” 2008, Washington DC,
Congr. Research Serv.18. Available at: http://ncseonline.org/NLE/CRSreports/08Aug/RL34560.pdf.
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compensation is likely to go to some who would have not deforested in any case, increasing
payment by a factor of between 2 times and 100 times.”38
The US General Accounting Office39 has warned that “several factors contribute to challenges in
understanding the [carbon] market,” principle among these challenges being the question of
additionality. “First, although most markets involve tangible goods or services, the carbon
market involves a product that represents the absence of something—in this case, an offset
equals the absence of one ton of carbon dioxide emissions. Second, ensuring the credibility
of carbon offsets poses challenges because of the inherent uncertainty in measuring emissions
reductions or sequestration relative to a projected business-as-usual scenario. Any measurement
involving projections is inherently uncertain.”
In crediting schemes, baselines refers to the emissions scenario below which credits can be
generated. How these baselines are established is a key determinant of the environmental
integrity. 40 In many cases, establishing credible baselines for REDD mechanisms is difficult
because of poor monitoring and data in many nations. In addition, baselines may be exaggerated
for political purposes to maximize potential revenue, thus generating shoddy credits, or “hot air”
This is a particularly difficult issue for REDD crediting schemes to accommodate, adding to the
risk of international leakage.
It has been argued that, at a minimum, conservative baselines should be based on average
national historic deforestation rates and that national deforestation reduction goals tiered to
baselines should be established to progressively move future emissions lower and achieve zero
gross deforestation, as required to achieve the permanent emissions reductions required to
address climate change.
However, even historic deforestation rates do not provide an appropriate baseline from which to
generate carbon credits. Faced with domestic stakeholder concerns about the negative social and
environmental impact of deforestation, some developing countries with forest resources are
voluntarily taking on targets to reduce deforestation. The “business-as-usual” scenario would
then still significantly reduce emissions below average historic deforestation rates. However it
would not be additional and therefore should not be eligible to receive carbon credits.41
Similarly, illegal logging and other illegal activities are pervasive in most tropical forest
countries. Effective implementation as well as enforcement of, and compliance with, relevant
policies, laws and regulations will contribute significantly to reducing emissions from
deforestation and degradation. However, it is wholly inappropriate for compliance entities in
California to use carbon credits generated from other countries simply complying with
their own laws.
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Originally cited in: Hans Gregersen, Hosny El Lakany, Alain Karsenty, Andy White “Does the Opportunity Cost Approach Indicate the Real
Cost of REDD+: Rights and Realities of Paying for REDD+” Rights and Resources Initiative, CIRAD, June 2010
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GAO (Government Accountability Office). 2008. Carbon Offsets: The U.S. Voluntary Market’s Growing, but Quality Assurance Poses
Challenges for Market Participants. GAO‐08‐1048. Washington, DC: GAO.
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Scholz, Imme & Lars Schmidt “Reducing emissions from deforestation and forest degradation in developing countries: meeting the main
challenges ahead” 2008, Bonn: Deutsches Institut für Entwicklungspolitik / German Development Institute (Briefing Paper 6/2008)
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As stated above, we are strongly of the view that developing countries should be provided new, additional finance and technological resources
to implement climate mitigation and adaptation activities. However, these payments should be based on costs of implementing actual policies and
measures.
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It is noteworthy that both partner jurisdictions have legally mandated emissions reduction targets
in their national legislation;42 in addition, Acre has a law of Incentives for Environmental
Services43, while Chiapas has a state law for mitigation and adaptation to climate change.44 With
mandated emissions reductions enshrined in national legislation and state policy, the question of
additionality becomes muddied to the point of indefinition.
Further, how baselines are established will have profound implications for both program
participation as well as distribution of benefits and costs.45 Angelsen notes that “To illustrate the
magnitude of money flows involved, consider the scenarios run by Strassburg et al. (2008) with a
carbon price of USD 5.63/tCO2, and reduced deforestation cost curves along the lines presented
in the Stern-report. Depending on how the baseline is set (global or national historical
deforestation, or some combination of these), annual transfers to Indonesia will vary between
zero (no participation) to more than USD 3 billion.”46
Finally, where the ROW recommendations suggest that “under certain circumstances, the
reference level may be adjusted from the historical average to account for rigorously-justified
state-specific circumstances”47, the recommendations lack specificity regarding what these
circumstances may be and how they will be justified, leading to concern that flexible reference
levels will undermine the legal and institutional clarity required to reach a zero deforestation
horizon.
Because of the extraordinary complexity in defining a “business-as-usual” scenario, and
the inherent uncertainty of determining additionality we recommend that ARB not accept
international land use and forest offsets for use in the California compliance system.
Policy Recommendations: Crediting Pathways and Nested Crediting
CARB has asserted that “by focusing at the sectoral-level, rather than on individual projects,
these mechanisms also will better ensure additionality and reduce emissions leakage between
facilities in a way that the CDM cannot.”48 However, sub-national accounting, at either the state
or province level, is prone to both international and intra-national emissions leakage. Leakage
comes in two main forms: “activity-shifting leakage,” when forest carbon activities directly
cause carbon-emitting activities to be shifted to another location outside of the project
boundaries (or outside the country, at the national scale); and “market leakage,” when a project
or policy changes the supply-and-demand equilibrium, causing market actors to shift their
activities. There is simply no way to robustly quantify all potential emissions displacement,
and California’s proposed nested sub-national crediting system potentially represents the
“worst of all worlds”.
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http://climateactiontracker.org/countries/brazil.html; http://climateactiontracker.org/countries/mexico.html
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A. Angelsen “REDD Models And Baselines” International Forestry Review Vol.10(3), 2008 465. Center For
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Air Resources Board. “Preliminary Draft Regulation for a California Cap and Trade Program” November 24, 2009. Last accessed August 20,
2010 http://www.arb.ca.gov/cc/capandtrade/meetings/121409/pdr.pdf
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It is widely recognized that requiring carbon accounting at the national scale with broad country
participation in REDD programs is a better way to address leakage. The UNFCCC has eschewed
a sub-national approach. Similarly, the Council of the European Union has noted that,
“Nationwide implementation involving the entire forestry sector would be required so as to
minimize the risk of in-country leakage.”49 Likewise, the Informal Working Group on Interim
Finance for REDD (IWG-IFR), composed of nearly all REDD relevant countries, has noted that,
“To be effective, the incentive structure must meet two criteria: (i) it must have close to global
coverage – an incentive that is attractive for one country but not others is likely to lead to
international leakage (simply displacing emitting activities to another country) and hence
represent an ineffective use of scarce finances; (ii) the frameworks to address deforestation and
degradation in developing forest countries must be nationally coherent – finance that is made
available primarily on a project basis may cause domestic leakage and similarly lead to
ineffective use of public and private capital.”50 Even with national accounting, which
theoretically, though not always in practice, should account for intra-national leakage,
international leakage effects could be in excess of 50 percent.51 This potentially significant
emissions displacement wholly undermines the ARB’s mandate to ensure environmental
integrity.
The potential for emissions leakage at the project level is even more egregious. Often heralded as
the poster child for sub-national REDD projects, the Noel Kempff Climate Action Project
(NKCAP) has failed to protect against leakage despite promises by the NKCAP sponsors. Project
sponsors avoided rigorous, expensive monitoring of leakage, favoring elaborate models which
depended on significant guesswork. A report released in 2009 shows leakage from the project as
high as 42-60 per cent.52 Further, Murray et. al. point out that: “It is commonly argued that small
projects will have negligible effects on the affected markets and therefore generate little leakage.
Our results suggest otherwise. For small projects, leakage may be small in absolute terms but it
tends to be larger in proportion to the direct project benefit than a larger program. Thus leakage
outside the boundaries of even small projects should not be ignored.”53 The built-in incentives to
cut costs and maximize carbon credits encourages REDD project developers and managers to cut
corners when accounting for, and managing leakage. Even if economic barriers were not a factor,
leakage remains an unsolvable problem for REDD projects.
This is one of numerous examples demonstrating how crediting individual projects preserves the
long standing technical constraints that prevented avoided deforestation credits from being
included in Kyoto Protocol. As previously mentioned, even within a jurisdiction-wide
accounting system, the potential for emissions leakage is significant. Reconciling project-based
accounting within jurisdiction-wide accounting is sure to involve unacceptably high levels of
guesswork and significant margins of error. More fundamentally, in order to ensure minimal

49

European Council. “Council Conclusions on addressing the challenges of deforestation and forest degradation to tackle climate change and
biodiversity loss” (Conclusion of the 2912th Environment Council meeting, Bruseels, 4 December 2009). P.5
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Meridian Institute. 2009. “Reducing Emissions from Deforestation and Forest Degradation (REDD): An Options Assessment Report.” Prepared
for the Government of Norway, by Arild Angelsen, Sandra Brown, Cyril Loisel, Leo Peskectt, Charlotte Streck, and Daniel Zarin. P. 10
51
Brian C. Murray, Ph.D. “Seeing REDD: Addressing Additionality, Leakage, and Permanence with a National Approach” (powerpoint
presented at Forest Day, UN Framework Convention on Climate Change COP Meeting. Bali, Indonesia, December 8, 2007).
52
Ariana Densham, et. al. “Carbon Scam: Noel Kempff Climate Action Project and the Push for Sub-national Forest Offsets.” 2009. Amsterdam,
Greenpeace International.
53
Brian C. Murray, et. al. “Estimating Leakage from Forest Carbon Sequestration Programs” Land Economics
80(1):109-124 (2004)
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environmental integrity, a jurisdictional REDD program with nested sectoral crediting would
demand precise monitoring and precise calculation of leakage itself.
Finally, ROW recommends that credits be issued not by California authorities, but by partner
jurisdictions or approved third-party programs that meet California’s requirements.54 While this
proposal reduces the burden on the program administrator in California, it places the burden on
partner jurisdictions in a way that will incur significant financial and administrative costs not
covered by the program; while the hope is that credits issued by partner jurisdictions would be
subject to rigorous verification, the accompanying concern is that financial pressure on the
partner jurisdiction to verify credits may lead to issuance of shoddy credits. Whether or not
these credits ultimately enter the California market, the partner jurisdictions, beyond the
scrutiny of California regulators, may engage in practices that undermine the best intent of
the program. If the market were to actually bear the full due diligence and liability required to
ensure environmental integrity of REDD credits, the uncertainties and risks would be so high
that buyers would resort to other offsets which reduce emissions with more confidence.
Policy Recommendations: Reversals, liability and double-counting
Addressing both human and non-human induced reversals of sequestration (or more simply land
use and land use change emissions) will be necessary as forests are affected both by humaninduced activity (e.g., logging), natural disturbances (e.g., forests fires), unpredictable changes in
carbon cycles of tropical forests resulting from climate change, as well as shifts in broader socioeconomic policies (e.g., commodity price fluctuations). Regardless of its cause, a REDD
mechanism would have to ensure that any emissions seen by the atmosphere are properly
accounted for; compliance entities should therefore be fully responsible for any reversals,
intentional or not, that may occur over a time period that is equivalent to the period of time the
additional greenhouse gas emissions will affect atmospheric greenhouse gas concentrations (i.e.
99 years).
While ROW recommends that “partner jurisdictions should develop and adopt mechanisms for
robustly and fairly managing performance reversal risk,” the constitution of such mechanisms
remains unclear, and the ability of the jurisdictions to institute them, and to do so in a way that
ensures transparency and enforceability, remains strongly in doubt. ROW acknowledges that
managing reversal risks “will require policy reform, law enforcement, and changes in the rural
development model that address the underlying causes of both deforestation and degradation
(incl. logging and fire).”55 CARB should indeed seek assurances that such policy reform has
been duly implemented across each jurisdiction before any agreement is finalized.
However, given the political desire on the part of all GCF parties to create a timely supply
of REDD credits, it is doubtful that such reforms will be completed. Further, we would
amend the causes of deforestation and degradation to include the expansion of industrial
agriculture (including monoculture tree plantations), open-pit and subsurface mining, expansion
of transportation infrastructure, and other developments that are likely to occur within the
framework of “business-as-usual”.

54
55

ROW report, Summary for Policymakers.5
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Regarding insurance that emissions reductions are not double counted in multiple compliance
schemes: even if a project-nested sectoral REDD credit could resolutely be proven to be real,
additional, permanent, and verifiable, which, as we argue above, it cannot be, the regulatory
authority must also ensure that these credits are not counted twice. ROW recommends that
partner jurisdictions “clarify through laws or regulations which entities may legally claim
ownership of REDD+ emissions reductions and work closely with national government agencies
to ensure that their programs are properly integrated with national efforts.”56 Here we reiterate
our concern that conflicting interests among and within state and federal authorities;
pressure on developing countries to explore multiple financing options; changes in political
administrations; and the high requirements for institutional oversight all raise the risk of
multiple-counting to an unacceptably problematic degree.
For example, through an agreement with the Government of Norway, federal authorities in
Brazil receive a payment of $5/ton of CO2 reduced from deforestation in the Amazon biome.
The funds are channeled through the Brazilian Development Bank (in Portuguese: Banco
Nacional de Desenvolvimento Economico e Social, abbreviated: BNDES) administered Amazon
Fund to support projects that contribute to reducing deforestation on local, state and federal
level.57 It is not clear how double-counting of emission reductions in the Brazilian Amazon
between the federal Amazon Fund and state or project-level REDD initiatives is to be avoided.
Lastly, no REDD crediting mechanisms will be permanent, if the surging demand for wood and
agricultural products is not reduced. Developed countries can helpfully contribute to efforts to
reduce emissions from deforestation and degradation by addressing their role in driving demand
for the forest and agricultural products that provide the profit motives to clear and degrade
forests. If reducing deforestation in developing countries is a primary objective for
California authorities, then ARB should consider undertaking a study to assess how the
state’s current consumption and trade policies impact tropical forests, and contemplate
how it could itself reduce its role in driving demand for activities that cause deforestation
and degradation.
Policy Recommendations: Credit issuing body, enforcement and independent monitoring
As we have repeatedly stated throughout those comments, international forests cannot and
should not be used as an offset option within California’s cap-and-trade scheme. While stopping
catastrophic climate change and using REDD as an offset are at odds in general, this is
particularly true for a project- and subnational-based crediting approach
Experience has demonstrated that conflicts of interest prevent credit issuing bodies, monitors,
verifiers and other parties from ensuring offset quality. Further, a clear conflict of interest exists
if governments monitor their own performance. As has been stated before, poor forest
governance is endemic in tropical forest countries, and while REDD policies and programs hope
to facilitate marked improvements, clear conflicts of interests will arise if additional payments
are provided based on the performance the credit generating entity itself is monitoring. Because
of the unique features of REDD policies and programs, including the emphasis on improved
56
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governance, independent monitoring of governance and social safeguards would have to be used
to complement independent verification of carbon-related metrics. Global Witness notes that
independent monitoring “entails the use of an independent third party that, by agreement with
state authorities, provides an assessment of legal compliance, and observation of and guidance
on official law enforcement systems”.58 Global Witness further notes that independent
monitoring is distinctive from an audit “which verifies against a set checklist of criteria and can
therefore give a conclusive, yes/no, “pass” or “fail” but can only operate within a clearly
bounded system.”59 Independent monitoring is mandated “to look outside the audit checklist, but
still retains a focus on the forest sector. It monitors system governance, identifying systemic
weaknesses and failures through case studies, and reports publicly.”60 Participatory independent
monitoring, involving local civil society organizations is therefore an essential foundation for
effective, transparent REDD policies and programs.61
However, current monitoring and certification programs do not fulfill these requirements. A
recent report from the Swedish Society for Nature Conservation62 examines two standards used
in verifying REDD projects and issuing credits: the Climate, Community and Biodiversity
(CCB) and the Verified Carbon Standard (VCS), as applied to project-level REDD schemes in
Cambodia, Indonesia, Kenya, and Uganda. Both standards are examined in light of several issues
that are key to REDD: land tenure; free, prior and informed consent; benefit sharing;
biodiversity; and carbon. The study finds numerous problems with both certification schemes,
concluding that “CCB certification does not provide a guarantee that certified projects are
benefiting either communities or biodiversity,”63 and that “CCB certification can thus not be seen
as assurance that communities benefit from the projects, tenure rights are respected, or that FPIC
has been ensured. CCB requirements on biodiversity are also of little relevance for REDD type
projects.”64 The report further notes a conflict of interest in that VCS methodologies “have been
developed by the project proponents themselves.”65 These weaknesses may apply to the REDD+
Social & Environmental Standards as well, raising concerns that even the certification schemes
that ROW deems appropriate cannot overcome the lack of environmental and social integrity
inherent to the use of REDD as an offset.
Where ROW recommends that “States should define their own benchmarks and performance
indicators for implementing the REDD+ SES—including a transparent, public process for
developing REDD+ policy measures”66 we have concerns, referred to at greater length in the
section on human rights and good governance below, that in the absence of strict and binding
international monitoring and grievance procedures, there is no guarantee that states will
undertake these processes in good faith or in a manner that is sufficiently robust. Indeed, where
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communities have exhibited clear and sustained opposition to REDD+ implementation in both
Acre and Chiapas, their concerns have remained unrecognized. 67
In light of these concerns, we find it particularly troubling that the organizations responsible for
developing and applying the CCB and SES standards receive financial support from a broad list
of corporate entities, including BP and Weyerhauser,68 which stand to benefit from reputational
‘green-washing’, on the one hand, and whose business interests are not aligned with the pressing
needs, identified throughout these comments, to guarantee rights to land tenure, territory,
consultation and participation of indigenous peoples and local communities, and their
meaningful and effective in project design and implementation.
We find it additionally troubling that institutions participating in the development of CCB and
SES standards play multiple and conflicting roles within the development of REDD protocols
and practices, acting as formal or informal consultants to government entities, intermediaries in
the development of REDD projects, certifiers of REDD projects, and developers of Social and
Environmental Safeguards,69 while partnering with major emitters such as Chevron,70 Shell,71
BP,72 and others. While it is necessary, and indeed, crucial, that major emitters improve
their practices through adherence to strict sustainability standards, human rights norms,
and principles of corporate social responsibility, when the institutions developing
certification standards for forest conservation receive significant financial and in-kind
contributions from these emitters, this represents a dangerous conflict of interest that
undermines the credibility and validity of the program.
Policy recommendations: Ensuring the full protection of human rights and good
governance.
Strengthening forest governance will be an essential activity for countries seeking to achieve
significant and lasting emission reductions; essential to this is increasing local participation in
and control over forest governance. Indeed, there is growing recognition that giving indigenous
peoples and rural communities greater control in the way they manage their forests is in and of
itself an effective climate change mitigation strategy. In many places, effective community
control over forest resources has been shown to be an effective barrier to deforestation and
degradation.73
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Promoting robust foundations of good governance can also help safeguard against the potential
for perverse social and environmental impacts of forest policies, while advancing broader
sustainable development goals. Strengthening institutional capacity and coordination and
ensuring transparent and inclusive decision-making processes can help bolster these foundations.
We strongly support all of these objectives, and would applaud efforts by the State of California
to support them; but we do not see REDD, and particularly an offsets-based REDD, as offering a
positive contribution to such efforts.
To achieve “good governance” in institutional terms, a country will need to demonstrate at
minimum:
- Clear, coherent policy laws and regulations and effective implementation and
enforcement of, and compliance with, those policies, laws and regulations;
- Transparent and accountable decision-making and institutions;
- Recognition and respect for the rights of indigenous peoples and local communities,
including their rights to lands, territories and resources, to full and effective participation and
free, prior informed consent.74
The REDD Offsets Working states that “while the primary goal of jurisdictional REDD+
programs is to achieve real reductions in greenhouse gas emissions from the forest sector, welldesigned REDD+ programs with appropriate safeguards can generate additional social and
environmental benefits and provide a viable pathway to sustainable, equitable low-carbon rural
development.”75 This indicates a dangerous tendency to treat safeguards merely as an added cobenefit rather than a necessary precondition.
In order to faithfully comply with the commitment to generate additional social and
environmental benefits, REDD jurisdictions would need to demonstrate capacity to effectively
measure, report, and verify social and environmental impacts, including gender-disaggregated
impacts, and to mitigate these impacts and institute countervailing benefits. This requires
significantly scaled institutional and technical capacity. While sub-national governments often
helpfully participate in implementing elements of good governance, they must be couched within
coherent national processes, with support from credible international agencies.
Similarly, while REDD is presented as an opportunity, it is also a risk for people who depend on
forests for their livelihoods. Indigenous peoples and local communities, in the struggle for
recognition of their basic human rights have made significant progress through international
instruments such as the adoption of ILO Convention 169 and the United Nations Declaration on
the Rights of Indigenous Peoples (UNDRIP). Core to these instruments is the principle of free,
prior, informed consent (FPIC). The principle of FPIC recognizes indigenous peoples’ inherent
and prior rights to their lands, territories and resources, respects their legitimate authority and
requires processes that allow and support meaningful choices by indigenous peoples about their
development path.76 Further, the principle of FPIC is central to indigenous peoples’ exercise of
74
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their right to self-determination with respect to developments affecting them and participation of
indigenous peoples is key to the design, decision implementation and evaluation of any activity
in providing FPIC.
These international legal obligations form a crucial foundation for effective forest governance
regimes, however are not yet fully realized. Several hundred million indigenous people rely on
customary or informal rights to land. In Latin America and Asia, around 25 percent of forests are
owned or managed by indigenous communities.77 In a number of key tropical-forest areas,
including the Lacandon jungle of Chiapas78 tenure rights are contested and conflicts
regularly arise over rights to access and exploit land and the trees on it. In many cases,
unless these can be equitably resolved, it is not possible to introduce better control over
resources.79
We appreciate the recommendation that “California should condition acceptance of REDD+
credits and any linkage arrangement on sufficient demonstration by a partner Jurisdiction that the
safeguards provisions” be “consistent with emerging global best practices”80 “including
application of the principles of free, prior, and informed consent.”81 We appreciate, too, the
recommendation that “linkage arrangements should contain a suspension provision to deal with
cases of serious non-compliance.”82
However, we consider these measures insufficient to ensure the minimum conditions for the
protection of collective rights. While safeguards can be seen as an attempt to protect
communities from the vagaries of the market, in the context of a mechanism whose primary
objective is the satisfaction of market demand for carbon offset credits, they are likely to be
highly insufficient.
Studies into the Fondo Bioclimatico and Scolel Te projects in Chiapas have shown how market
dynamics have changed the nature of projects in ways that are not beneficial for forests or the
indigenous peoples and local communities who depend on them. Projects which initially had a
development-oriented focus became consumed by a much narrower carbon-only focus once they
start engaging with the carbon market.83 Specifically, projects have taken decision-making
powers away from local communities and at times replaced their traditional, diverse, and
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subsistence farming methods with “carbon farming” processes,84 leaving them more vulnerable
to external market forces. For instance, Scolel Te’s focus on afforestation and reforestation
activities led some local community members to change their land use patterns from 5 to 7-year
shifting cultivation cycles (which provided them security and subsistence) to four 25-year
rotations of commercial tree plantations (which were speculative and at the mercy of market
forces).85 In addition to potentially worsening people’s social circumstances, one analysis
showed that the carbon benefits in forest carbon project areas may be negative when compared to
fallow areas in traditional community managed forests.
Adding to the direct impacts, attempts by the government of Chiapas under former Governor
Juan Sabines to establish a REDD+ pilot project86 have led to an intensification of local conflicts
over land. The establishment of “environmental police” – meant to enforce conservation efforts
in the project area – has created fears within bordering communities that they will be driven off
their land because they lack official land titles.87 Although the government claims that the
communities wishing to stay will be allowed to do so, Governor Sabines stated in 2011 that: “Of
179 ‘irregular’ settlements within the jungle’s protected area, most have been removed and only
11 remain.”88 Indeed, the state government of Chiapas has long justified the expulsion of
indigenous communities from forested areas as state policy.89 (See Annex: “The State of
‘Irregular’ Indigenous Communities in the Lacandon”.)
Needless to say, social conflict in Chiapas has a long history independent of California’s
involvement; but sufficient evidence exists that the 2010 MOU between Chiapas and California,
and the subsequent “Pacto para el Respeto y Conservacion de la Madre Tierra”90 have
exacerbated longstanding tension, that we believe it has established a precedent for ongoing
conflict, which the state of Chiapas has demonstrated neither the will nor the capacity to resolve.
While social safeguards may be established to deter abusive socio-environmental management,
practices such as those that characterize the Chiapas state government’s management of conflict
in rural Chiapas are ultimately about enforcement and the prejudicial attitudes of the agencies
and leaders involved as much as they are about official policy. “Safeguards” will not resolve
such concerns; indeed, they will merely serve as cover for underlying political conflicts that are
in grave need of resolution.
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Nelson K & De Jong B (2003). Making global initiatives local realities: carbon mitigation projects in Chiapas, Mexico. Global Environmental
Change 13, p. 20; Sabelli A (2011). A New Solution to a Persistent Problem: Addressing Tropical Deforestation with Carbon Forestry Offset
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Osborne T (2011) op cit
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EPRI (2012). Overview of Subnational Programs to Reduce Emissions from Deforestation and Forest Degradation (REDD) as Part of the
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desalojo forzado y desplazamiento de las comunidades Buen Samaritano y San Manuel, en Montes Azules.” October 10 2007. Available at:
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documents, annexed to this submission.
90

http://www.oem.com.mx/oem/notas/n1900122.htm; http://www.cambioclimaticochiapas.org/portal/index.php/noticias/ver_noticia/32

19

Comment Overview

Navigate to Table of Contents

It is in this regard that economic interests and political expediency will always undermine
promised community benefits91 and the implementation of social and environmental safeguards.
Further, in the absence of binding international grievance resolution procedures, there are serious
concerns as to whether the jurisdictions can responsibly implement, monitor and enforce social
safeguards.
Best practices that are being developed emphasize that collective rights holders, such as
ejidatarios in Mexico and indigenous peoples in Brazil, must themselves be allowed to define a
process of obtaining their free, prior, and informed consent; that free, prior, and informed
consent from local communities should be obtained through mutually agreed procedures; and
that affected communities must have access to independent information and legal advice, and
relevant capacity to properly assess proposals and alternatives.
At a minimum, a determination of a country’s readiness must ensure the following principles
related to social and environmental safeguards are met (negotiators in Copenhagen agreed that
these principles should be promoted and supported), including:92
a) Actions complement or are consistent with the objectives of national forest programmes and
relevant international conventions and agreements;
b) Transparent and effective national forest governance structures, taking into account national
legislation and sovereignty;
c) Respect for the knowledge and rights of indigenous peoples and members of local
communities, by taking into account relevant international obligations, national circumstances
and laws, and noting that the General Assembly has adopted the United Nations Declaration on
the Rights of Indigenous Peoples;
d) Full and effective participation of relevant stakeholders, including, in particular, indigenous
peoples and local communities;
e) Actions that are consistent with the conservation of natural forests and biological diversity,
ensuring that actions are not used for the conversion of natural forests, but are instead used to
incentivize the protection and conservation of natural forests and their ecosystem services, and to
enhance other social and environmental benefits;
While the ROW report echoes international consensus that indigenous peoples and local
communities are entitled to an equitable share of the benefits of REDD,93 implementing this in
practice is considerably more difficult. At a basic level, unclear land rights and uncertainty over
land title can negatively impact indigenous peoples and local communities’ ability to benefit
from REDD implementation.94 Disempowered communities may suffer from loss of access to
forest resources, the unequal imposition of the costs of forest protection, and lack of eligibility
91

See: The Munden Project.2011. Op Cit: “Forest carbon is likely to behave as any commodities market would, which implies that producers will
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for benefits if they do not enjoy formal title, and forced resettlement from REDD project areas,
as has already been evidenced in the Lacandon region of Chiapas.95
While ROW recommends, rightly, that efforts to clarify land tenure be undertaken “with extreme
care,” evidence shows that, rather than implementing the most minimal requirements of land
tenure reform, the administration of the state of Chiapas has engaged in ongoing resettlement of
communities deemed “irregular” under existing tenure agreements, as evidenced by the
resettlement of communities, including Rancheria Corozal, Nuevo Salvador Allende, and San
Gregorio96 against the will of community members and in violation of international norms
guiding processes of displacement and resettlement.97
Similarly, the process of participation leading to the implementation of the law of Incentives for
Environmental Services in the state of Acre has been deemed by the Union of Rural Workers of
Xapuri, to have been “top-down and authoritarian”98, and the consultations “insufficient and
questionable”99. The organization, a key constituency in the State of Acre, further argues that:
“In order for forest peoples to maintain their ways of life and protect natural resources,
they must have sovereignty over their territory. This means not only physical land
demarcation or ownership titles, but includes the right of these peoples to manage their
resources without interference. Contracts for the provision of environmental services
interfere with territorial and environmental management and may also facilitate acts of
biopiracy, allowing unauthorized access to genetic resources and associated traditional
knowledge.”100
Sufficient evidence exists of violations of international norms accompanying the implementation
of REDD projects in numerous country contexts that we contest that such violations are in the
structural nature of such projects, as demonstrated by a brief review:
In a review of existing projects, The Nature Conservancy, World Conservation Society
and Conservation International found that the Noel Kempff Climate Action Project failed
to ensure equitable benefit sharing and, perversely, contributed to decreased livelihoods
following project implementation. A community development action program was
developed, which requires “establishment of a conditioned benefit sharing mechanism
based on a participative approach” that would help “to raise the standard of living at a
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FRAYBA; “Informe de seguimiento al caso de desalojo forzado y desplazamiento de las comunidades Buen Samaritano y San Manuel, en
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minimum up to the level that the communities experienced before the
commencement of the project” [emphasis added].”101
The report went on to say: “As of this writing, key milestones in the community development
action program have not been reached. The program called for the Government of Bolivia to
establish the necessary legal instruments to commercialize their share of the carbon credits and to
assign carbon credit revenue according to the earmarks set out in the Noel Kempff
Comprehensive Agreement.”102
Similar problems have been documented in Mount Elgon National Park in Uganda, the
Ecuadorian Andes,103 and elsewhere. Indeed, in numerous places in the world, REDD+ projects
and policies have been implemented in clear violation of the principle of free, prior and informed
consent. In Ecuador, the government continues to develop a REDD+ program despite the fact
that the most representative organization of Indigenous Peoples, the Confederation of Indigenous
Nationalities of Ecuador, (CONAIE), has explicitly rejected REDD+ policies in the country.104
As Kenya’s Mau Forest is made “ready” for a UNEP-funded REDD+ project, members of the
Ogiek People continue to suffer evictions, and Ogiek activists are attacked for protesting land
grabs.105
In Indonesia, the Mantir Adat (traditional authorities) of Kadamangan Mantangai, district of
Kapuas in the province of Central Kalimantan, “reject REDD projects because it is a threat to the
rights and the livelihoods of the Dayak community in the REDD project area”, and have called
for the cancellation of a project that has “violated our rights and threatened the basis of survival
for the Dayak community.”106
Numerous recent cases beyond the jurisdictions in question reveal similar concerns, with
accompanying grievances raised by coordinating bodies of indigenous peoples’ organizations:
‐

‐

The Inter-Ethnic Association for the Development of the Peruvian Amazon (AIDESEP)
has said that “REDD will lead to an increase in emissions in Peru”107 and has suggested
that they will only consider it after the full legal recognition of indigenous territories in
Peru, with the attendant stoppage of oil and mining concessions in that territory.108
In March, 2013, Panama’s Indigenous Peoples Coordinating Body, COONAPIP,
withdrew from the UN-REDD program, saying that UN-REDD “does not currently offer
guarantees for respecting indigenous rights” or “the full and effective participation of the
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Ibid, p. 41
103
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2013.
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See: International Working Group on Indigenous Affairs (2011), Kenya’s ‘Forest People’ in Bitter Fight for their Ancestral Homes, April 15
2011 http://www.iwgia.org/news/searchnews?news_id=277; Minority Rights Group International (2011), Minority Rights Group Condemns
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Indigenous Peoples of Panama”.109 The Central American Indigenous Council followed
suit, raising concerns of “racial intolerance and discrimination.”110
Both UNREDD projects cited above presumably follow best practices regarding consultation and
participation, and both are based on the highest standards and transparent funding from the
UNREDD program, independent of fluctuating value of carbon-market finance. Simply stated,
what can we then expect from a sub-national project whose primary objective is to provide
carbon credits to the California market?
Benefit sharing for indigenous peoples and local communities in a REDD context includes both
the equitable sharing of financial benefits and the benefits of securing equitable land tenure and
human rights. The case studies highlighted above illustrate the critical importance of
national governments providing robust, equitable institutions and legal frameworks at the
national level for both land tenure reform and forest governance reform as a fundamental
prerequisite for any REDD initiative.
In many cases, such as the TNC –AEP – Chevron - GM Guaraquecaba forest offset project,111
disputes arise between powerful, vested interests and marginalized social groups. Dispute
resolution mechanisms must be made available for affected communities and individuals to
seek redress when their rights have been violated, and these mechanisms must be
adequately enforced and financed.
Where ROW recommends “a grievance and redress mechanism for stakeholders as well as
system for monitoring and reporting on safeguards implementation,”112 and incorporation of “a
monitoring and reporting mechanism to transparently provide information, updated on a regular
basis, to all relevant stakeholders” our concern is that such mechanisms are both beyond the
capacity of the partner jurisdictions to appropriately implement, and beyond the capacity of
California to enforce.
California has no enforcement mechanisms, and past practices have revealed that the partner
jurisdictions, particularly Chiapas, have no demonstrable political will to institute the minimum
requirements necessary for free, prior and informed consent. In the absence of an international,
binding dispute mechanism that can address cases of violations of indigenous peoples or
collective and customary community rights over land, consistent with the rights articulated in
UN-DRIP, the FAO guidelines on land tenure and food security113, and other international
norms, rights-holders in the participating jurisdictions will have no adequate recourse to address
and remedy rights violations.
Proper establishment of human rights and land tenure regimes are fundamental to forest
governance, and are beyond the scope of California authorities to implement or oversee.
Further, the financing required to establish institutional capacity in this regard would
offset any economic benefits that REDD+ credits would provide within AB32, and would
thus undermine the effectiveness of the program to meet its stated objectives.
109
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IV. CONCLUSIONS
While it is often argued that creating and distributing new financial incentives to developing
countries in the form of tradable carbon credits will facilitate significant reductions in
deforestation and degradation,114 policymakers have become increasingly mindful that carbon
credits alone will not be sufficient to incentivize the meaningful change in forest resource
management that is necessary, and may in fact perversely incentivize increased deforestation and
degradation in tropical forest countries. For years major emissions trading schemes such as the
EU have explicitly banned forest offsets from becoming a compliance option. The REDD Offsets
Working Group wants California to set a precedent, but provides no credible explanation as to
how it seeks to overcome the inherent social and environmental issues that have led others to ban
REDD as an offset option.
ARB has noted that even offsets credits generation within California involves “complex legal,
enforcement and administrative issues.”115 Generating credits from forests in developing
countries will be exponentially more challenging and costly. A Governor’s Climate and Forest
Taskforce prepared Options paper from 2010 considers the challenge to be: “how to
operationalize particular substantive goals in to regulatory language without imposing
prohibitive transactions costs.”116 However, ARB’s mandate is to “ensure that any offsets credit
used for compliance purposes must represent a reduction or avoidance of GHG emissions, or
GHG sequestration that is real, additional, quantifiable, permanent and enforceable.”117
These principles are of primary importance to ensure that any offsets allowed contribute to
ARB’s mandate to meet greenhouse gas emissions reductions requirements in the state of
California. These principles cannot be weakened or compromised to reduce transaction costs for
emissions reductions activities in developing countries. Because REDD offset credits cannot
meet this critical test of being real, additional, quantifiable, permanent and enforceable,
and because they represent inherent and well-documented threats to the rights and
livelihoods of indigenous peoples and local communities, we strongly recommend that they
be excluded from AB 32 rulemaking.
In closing, we argue that, if the objective is to reduce emissions from and ultimately halt
deforestation, policies and practices must address the underlying drivers of deforestation,
including poor governance and surging consumption of wood and agricultural products. To truly
address tropical deforestation at its root, California policymakers should consider examining how
the state’s existing policies, including those related to procurement, public investment, fuels, and
other issues, may enable rainforest destruction through contributing to demand for petroleum,
timber, soy, paper, palm oil, and other commodities. Such an approach would align with the true
causes of both deforestation and the climate crisis itself, which we identify as the overconsumption of resources and the over-exploitation of atmospheric space by industrialized nations.
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Thank you in for your consideration.
Sincerely,
Jeff Conant
International Forests Campaigner
Friends of the Earth
Tom B.K. Goldtooth
Executive Director
Indigenous Environmental Network
In annex, please find several supporting documents concerning land tenure disputes and
displacements in the Lacandon region of Chiapas.

25

Comment Overview

Navigate to Table of Contents
The State of ‘Irregular’ Indigenous Communities in the Lacandon Jungle of Chiapasi
The social and political landscape of the Lacandon region of Chiapas is extremely complex and marked
by a long history of conflict.ii In the 1960’s the Mexican government encouraged landless farmers to
colonize the Lacandon. iii Colonization offered a momentary path-of-least-resistance that preserved largelandholding estates in other parts of Chiapas. However, authorities provided almost no resources or
guidance to the primarily indigenous colonists, and the process resulted in abundant tenure ambiguity and
conflict.iv Government efforts to rationalize land tenure and use regulations have dragged on for over 40
years and proceeded piecemeal according to clientistic relationships between officials and individual
communities.v
The 1994 indigenous Zapatista uprising can be traced directly to this troubled historyvi, and resulted in an
escalation of conflict in the region that has proven resistant to government attempts at resolution, whether,
military, economic, or political. vii This phase of the land conflict in Chiapas also brought an influx of new
and varied actors into the Lacandon region: international development initiatives, anti-globalization
solidarity groups, an enormous number of national and international NGO’s, and government social
development programs deployed with the intention of luring residents away from the Zapatista
resistance. viii To this day, an array of competing interests vie for productive resources amidst social
fragmentation and scarcity of services such as schools, healthcare, and access to markets.ix
Through a series of government decrees beginning in 1978, seven Natural Protected Areas were
established to protect the areas of the Lacandon that hold the greatest biodiversity in Mesoamerica.x These
protected areas were declared with almost no consultation with affected indigenous residents and served
to deepen existing land tenure and access conflicts.xi In 2000, at the urging of national and international
conservation organizations state and federal government initiated an explicit policy of removing
communities without formal land title. xii Deemed irregular or illegal, indigenous communities were
removed from land on protected areas that they had inhabited often for generations; government
relocation policy provoked widespread resentment and the interpretation that environmental actors are
collaborating with military counter-insurgency efforts.xiii
Former UN Special Rapporteur on the Rights of Indigenous Peoples, Rodolfo Stavenhagen, visited the
“irregular” communities in Montes Azules during his 2003 visit to Mexico. In testimony before the UN
High Commission for Human Rights he advocated explicitly for the rights of Montes Azules communities
to stay where they are.xiv In a follow-up 2007 report Stavenhagen criticized the Mexican agrarian and
environmental judiciary calling them “obsolete,” and “incapable of recognizing and integrating
indigenous rights.”xv
The chart below, drawn from official Chiapas and federal government documents, details the
communities targeted for eviction in 2009 and illustrates the logic behind government eviction policy.xvi
Village
Name

Affiliation # of
Resident
Families

Government Action Plan
Size of
Territorial
Claim
(hectares)

Current Status

Nuevo

Zapatista/ 10

150

No Change from 2009

Negotiated Exit, Requires Strengthening
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Agua Dulce EZLN

Negotiation Channels

450

Negotiated Exit, Requires Strengthening
Negotiation Channels

No Change from 2009

Nuevo San ARIC-ID 23
Gregorio

1,977

Requires Renewed Attempt at
Negotiation, Foresee Criminal Action

Threatened with
Immediate Forced
Eviction March 2012

None
Nuevo
Villaflores

235

Negotiated Exit, Must Attend to
Community's Existing Proposal and
Incorporate it into Gov’t Plan

Accepted
Indemnification,

Nuevo
Limar

Zapatista/ 48
EZLN

12

Awaiting Payment

Ojo
de ARIC-ID 20
Agua
la
Pimienta

50

Negotiated Exit, Requires Strengthening
Negotiation Channels

No Change from 2009

Ranchería ARIC-ID 13
Corozal

515

Requires Renewed Attempt at
Negotiation, Foresee Criminal Action

Threatened with
Immediate Forced
Eviction March 2012

ARIC-ID 23

800

Case in Process

Threatened with
Immediate Forced
Eviction March 2012

Zapatista/ 3
El
Innominad EZLN
o ó San
Pedro

150

Case in Process, Foresee Criminal Action Forcibly Evicted Feb
2010
against 3 families who refuse to leave

Zapatista/ 25
Nuevo
Altamirano EZLN

1,647

Negotiated Exit, Must Attend to
Community's Existing Proposal and
Incorporate it into Gov’t Plan

Salvador
Allende
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Benito
Juárez
Miramar

ARIC-ID 40

4,553

Regularize Land Title, Attend to Proposal No Change from 2009
and required paperwork

Seis de
Octubre

Zapatista/ 50
EZLN

1,016

Negotiated Exit, Requires Strengthening
Negotiation Channels

Chumcerro ARIC-ID 15
la Laguna

1,750

Regularize Land Title, Attend to Proposal No Change from 2009
and required paperwork

TOTAL

13,293
Hectares

282
Families
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AT’N Jefe de Información y/o Reportero de la Fuente
Comunicado de Prensa
México, D. F., 28 de febrero de 2012.
ASENTAMIENTOS IRREGULARES EN LA
RESERVA DE LA BIOSFERA MONTES AZULES
Ante la solicitud de representantes de los Bienes Comunales de la Zona Lacandona hecha a
la Comisión Nacional de Áreas Naturales Protegidas (CONANP), de regularizar tres
asentamientos humanos irregulares ubicados en la Reserva de la Biosfera de los Montes
Azules en la zona conocida como la Cuenca del Rio Negro (Ranchería Corozal, Nuevo
Salvador Allende y San Gregorio), la CONANP informa que, después de haber dialogado con
sus representantes a través de una Mesa de Atención a la Zona Lacandona, niega
categóricamente la regularización de esos asentamientos.
La invasión de dicha zona contraviene del Decreto Presidencial publicado en el Diario Oficial
de la Federación el 12 de enero de 1978, mediante el cual se declaró el establecimiento de la
Reserva de la Biosfera Montes Azules, y se determina que las únicas actividades permitidas
en esa Reserva de la Biosfera son el turismo, investigación científica y tecnológica y de
aprovechamiento controlado en las que, sin proceder al desmonte, se aprovechen la selva y
sus recursos naturales.
De igual forma, la zona es considerada una de las reservas con una generación de riqueza
biológica y recursos hídricos más importantes del país, es Patrimonio Natural de la
Humanidad y está reconocida dentro del Programa del Hombre y la Biosfera por la UNESCO.
La zona también se destaca por mantener los ciclos y la recarga hidrológica de los cuerpos de
agua, los recursos bióticos de la zona, que aún preservan una de las áreas de mayor
biodiversidad en el país y en el estado, son de especial importancia para su conservación y la
preeminencia de la zona como prestadora de servicios ambientales.
Otro aspecto relevante lo constituyen las características del suelo de la zona, al ser
considerada de alto riesgo para asentamientos humanos ante los fenómenos meteorológicos.
Finalmente, y como parte de la mesa de diálogo, la CONANP ha brindado apoyo para la
reubicación de los tres grupos involucrados en dichos asentamientos, la Secretaría de la
Reforma Agraria y el Gobierno del Estado participa en proporcionarles opciones de
rehubicación a estos grupos.
Para mayor información: CONANP / DCCC / Subdirección de Información Tels. 54497000 exts. 17144 o 17220
gabriel.manzanilla@conanp.gob.mx o subd.informacion@conanp.gob.mx
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Ocosingo Chiapas, Méx, 8 de marzo de 2012

Sr. Javier Hernández Valencia
Representante de la Oficina de la Alta Comisionada para los Derechos Humanos en México.
Alejandro Dumas No 165 Col. Polanco.
Del. Miguel Hidalgo, C.P 11560,
México D.F.
PRESENTES
Los Bienes Comunales Zona Lacandona y la Asociación Rural de Interés
Colectivo Unión de Uniones Independiente y Democrática A.C, como organizaciones
sociales indígenas de ciudadanas y ciudadanos y promoviendo en representación los
habitantes de los Poblados San Gregorio, Ranchería Corozal y Salvador Allende, todos y
todas ellos pertenecientes a los Pueblos originarios Tzotzil y Tzeltal, del municipio de
Ocosingo Chiapas, autorizando para oír y recibir toda clase de notificaciones y acuerdos a
los Abogados Javier Balderas Castillo, de la ARIC UU. ID. y a Natalie Long1 de la Asociación
Servicios de Apoyo Intercultural, A.C, señalando como domicilio para tales efectos: 1ª Norte
No 65 Barrio del Centro Ocosingo Chiapas, México, 29950, ante usted respetuosamente
comparecemos y exponemos:
Los Bienes Comunales Zona Lacandona (BCZL, en adelante) y la Asociación
Rural de Interés Colectivo Unión de Uniones Independiente y Democrática A.C,
(ARIC UU. ID. en adelante), conjuntamente con los Poblados San Gregorio, Ranchería
Corozal y Salvador Allende todos del Municipio de Ocosingo, Chiapas, suscribimos la
PETICIÓN en contra del Estado Mexicano.
Por lo anterior, suscribimos la PETICIÓN por el incumplimiento del Convenio 169 de la OIT
para Pueblos Indígenas y Tribales en Países Independientes, del Pacto Internacional de
Derechos Económicos, Sociales, y Culturales; la Convención Americana sobre Derechos
Humanos; la Carta de la Organización de los Estados Americanos, reformada por el
Protocolo de Buenos Aires; y la Declaración Universal de Derechos Humanos, por parte del
gobierno mexicano y que se anexa a la presente.

PETICIÓN
REFERENCIAS
Los Bienes Comunales Zona Lacandona y la Asociación Rural de Interés
Colectivo Unión de Uniones Independiente y Democrática A.C, manifiesta a la
Organización de Naciones Unidas y al Alto Comisionado para los Derechos Humanos su
profunda preocupación por incumplimiento por parte del Estado Mexicano (a través de sus
instancias de gobierno federal) a diversos puntos del Convenio 169 de la OIT, del Pacto
Internacional de Derechos Económicos, Sociales, y Culturales; la Convención sobre los
Derechos del Niño; la Convención Americana sobre Derechos Humanos; la Carta de la
Organización de los Estados Americanos, reformada por el Protocolo de Buenos Aires y la
Declaración Universal de Derechos Humanos. La interlocución habida con el Estado
mexicano, nos demuestra palpablemente que los esfuerzos realizados por las instancias de
gobierno federal, para poner en práctica los compromisos adquiridos a favor de los
habitantes de los tres poblados, han sido nulos.
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Los BCZL y la ARIC. UU.ID y los habitantes de los tres poblados, elevamos atenta y
urgente PETICIÓN a la OACNUDH en contra del gobierno mexicano, por lo que instamos a
esa Oficina del Alto Comisionado para los Derechos Humanos que le den curso, de acuerdo
a sus procedimientos.
Por lo anterior, suscribimos la PETICIÓN que conjuntamente con los habitantes de los tres
poblados, hacemos por el incumplimiento a la Carta Internacional de Derechos Humanos y
concretamente al Convenio 169 de la OIT sobre Pueblos Indígenas, por parte del gobierno
mexicano y que se anexa a la presente,

PRESTACIONES DE DERECHO
PRIMERA.- El derecho en los Estados Unidos Mexicanos a todas las personas para gozar
los derechos humanos reconocidos en la Constitución y en los tratados internacionales,
como está establecido en el artículo 1º de la Constitución Política de los Estados Unidos
Mexicanos. Además, el reconocimiento por el artículo 133 de la Constitución Política de
México de que cuando México ratifica un tratado o convenio, este tratado o convenio se
convierte en parte de la Ley Suprema de México.
SEGUNDA.- El Estado deberá garantizar a los Pueblos Indígenas, el goce pleno de los
derechos humanos y libertades fundamentales, sin obstáculos ni discriminación,
establecido en el párrafo 1 del Artículo 3 del Convenio 169 de la OIT, al mismo tiempo, no
deberá emplearse ninguna forma de fuerza o de coerción que viole los derechos humanos y
las libertades fundamentales de los pueblos interesados, punto 2 del Artículo 3 del
Convenio 169 de la OIT
TERCERA. Garantizar la plena efectividad de los derechos sociales, económicos y
culturales de esos pueblos, respetando su identidad social y cultural, sus costumbres y
tradiciones, y sus instituciones; establecidos en la letra (b) del párrafo 2 del Artículo 2 del
Convenio 169 de la OIT
CUARTA. La responsabilidad de desarrollar acciones coordinada y sistemática con miras a
proteger los derechos de esos pueblos y a garantizar el respeto de su integridad,
establecidos en el párrafo 1 del Artículo 2 del Convenio 169 de la OIT
QUINTA. Deberá reconocerse a los pueblos interesados el derecho de propiedad y de
posesión sobre las tierras que tradicionalmente ocupan, establecidos en el párrafo 1 del
artículo 14 del Convenio 169 de la OIT.
SEXTA.- El derecho a procedimientos adecuados en el marco del sistema jurídico nacional
para solucionar las reivindicaciones de tierras formuladas por los pueblos interesados,
establecido en el párrafo 3 del Artículo 14 del Convenio 169 de la OIT
SEPTIMA. Consultar a los pueblos interesados, mediante procedimientos apropiados y en
particular a través de sus instituciones representativas, cada vez que se prevean medidas
legislativas o administrativas susceptibles de afectarles directamente; establecido en el
párrafo 1 apartado (a) del Artículo 6 del Convenio 169 de la OIT
OCTAVA. Los pueblos interesados deberán tener el derecho de decidir sus propias
prioridades en lo que atañe el proceso de desarrollo, en la medida en que éste afecte a sus
vidas, creencias, instituciones y bienestar espiritual y a las tierras que ocupan o utilizan de
alguna manera, y de controlar, en la medida de lo posible, su propio desarrollo económico,
social y cultural, establecido en el Artículo 7 del Convenio 169 de la OIT
NOVENA. Los derechos de los pueblos interesados a los recursos naturales existentes en
sus tierras deberán protegerse especialmente. Estos derechos comprenden el derecho de
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esos pueblos a participar en la utilización, administración y conservación de dichos
recursos, establecido en el párrafo 1 del Artículo 5 del Convenio 169 de la OIT.
DÉCIMA. . Al aplicar las disposiciones de esta parte del Convenio, los gobiernos deberán
respetar la importancia especial que para las culturas y valores espirituales de los pueblos
interesados reviste su relación con las tierras o territorios, o con ambos, según los casos
que ocupan o utilizan de alguna otra manera y en particular los aspectos colectivos de esa
relación, establecido en el párrafo 1 del Artículo 13 del Convenio 169 de la OIT y en el
párrafo 2 del mismo Artículo 13 establece; La utilización del término “tierras” en los
artículos 15 y 16 deberá incluir el concepto de territorios, lo que cubre la totalidad del
hábitat de las regiones que los pueblos interesados ocupan o utilizan de alguna otra
manera.
DECIMA PRIMERA. Todos los pueblos tienen el derecho de libre determinación. En
virtud de este derecho establecen libremente su condición política y proveen asimismo a su
desarrollo económico, social y cultural, establecido en el párrafo 1 del Artículo 1 del Pacto
de Derechos Económicos, Sociales y Culturales, y en el párrafo 2 del Artículo 1 del PIDESC,
establece: Para el logro de sus fines, todos los pueblos pueden disponer libremente de sus
riquezas y recursos naturales, sin perjuicio de las obligaciones que derivan de la
cooperación económica internacional basada en el principio de beneficio recíproco, así
como del derecho internacional. En ningún caso podrá privarse a un pueblo de sus propios
medios de subsistencia.
DECIMA SEGUNDA. Los Estados Partes en el presente Pacto se comprometen a asegurar a los
hombres y a las mujeres igual título a gozar de todos los derechos económicos, sociales y
culturales enunciados en el presente Pacto, establecido en el Artículo 3 del PIDESC. .- El
derecho a un nivel de vida adecuado, para toda persona y su familia incluso su
alimentación, vestido y vivienda, consagrado en el artículo 11 del Pacto Internacional de
Derechos Económicos, Sociales y Culturales y el artículo 25 de la Declaración Universal de
Derechos Humanos
Las obligaciones señaladas arribas no se cumplen por el Estado Mexicano y
particularmente por el gobiernos Federal, como lo mostraremos en los HECHOS de la
presente PETICIÓN.

ANTECEDENTES
Los Bienes Comunales de la Zona Lacandona y la Asociación Rural de Interés Colectivo
Unión de Uniones Independiente y Democrática A.C. y conforme los tres poblados, San
Gregorio, Ranchería Corozal y Salvador Allende, para representarlos en la presente
PETICIÓN contra el Estado Mexicano por su negativa a REGULARIZAR CONFORME AL
DERECHOS AGRARIO a los tres poblados, asentados en las tierras de uso común de los
Bienes Comunales de la Zona Lacandona (BCZL), en el municipio de Ocosingo, Chiapas.
El Estado Mexicano ha realizado una serie de acciones que afectan los derechos humanos
de los Pueblos Indígenas, tal y como se señala en la parte de PRESTACIONES de DERECHOS
de esta PETICIÓN consagrados en el sistema internacional y americano de derechos
humanos, y que probamos con los siguientes

HECHOS
Información sobre los que hacen la PETICIÓN
1.- Los poblados San Gregorio, Ranchería Corozal y Salvador Allende, se
encuentran
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en posesión de fracciones de tierra dentro de la Selva Lacandona, pertenecientes
a los BCZL en el Municipio de Ocosingo en el Estado de Chiapas, México. Los tres
poblados son miembros de la ARIC. UU.ID.
2.-+ La Selva Lacandona comprende un territorio de 1, 818,054 hectáreas
ubicadas en el extremo sureste de México (Muench, 2008) y por la biodiversidad
presente es considerada una de las regiones más importantes de México y una de las
principales zonas prioritarias para la conservación (CONANP).
En su interior contiene una vasta extensión de Selva Tropical Húmeda (Bosque Tropical
Perennifolio, Rzedowski, 1978), uno de los ecosistemas más diversos del mundo, así mismo
constituye la mayor parte de la cuenca media y alta del río Usumacinta (aproximadamente
el 75%) y proporciona servicios ecosistémicos como la regulación hidrológica y control de
erosión, captura de dióxido de carbono y mantenimiento de la humedad del suelo, entre
otros. Una particularidad de esta región es que hay muchas especies de plantas y animales
(reptiles, aves y mamíferos) cuyo origen se remite a la selva del amazonas en Sudamérica y
su distribución más norteña la constituye la selva lacandona en el territorio mexicano
(Medellín, 2007). De igual forma en esta región se desarrolló la cultura Maya, una de las
más conocidas a nivel mundial por lo que se encuentran un sin número de vestigios
arqueológicos, incluyendo grandes ciudades como Palenque, Toniná, Bonampak y
Yaxchilán, estas ciudades constituían importantes centros de comercio y religiosos.
3. La situación agraria en la región históricamente ha sido complicada debido a
diversos procesos de colonización y asignación de tierras que prevalece
actualmente. Las primeras compras de predios y concesiones gubernamentales de tierra
en la Selva Lacandona se realizaron a inicio del siglo XX otorgadas a empresas
principalmente de capital extranjero de países como Alemania, Francia, Bélgica, Inglaterra
y Estados Unidos, dedicadas a la explotación de la riqueza forestal presente en la zona. En
esa misma época se realiza migración de indígenas provenientes de los Altos y fincas
ubicadas en Ocosingo poblando la región conocida como Las Cañadas. Para la década de los
50´s la mayor cantidad del territorio era propiedad de compañías madereras y habitadas
únicamente por Lacandones, trabajadores de estas empresas y migrantes de los Altos y
Ocosingo.
En los años de 1959, 1960 y 1967 se expropian como terrenos nacionales las propiedades
designadas para la explotación forestal sentando las bases para su poblamiento cuando se
reparten 128,486.91 hectáreas en 92 resoluciones presidenciales. En los años 60´s se
emiten 205 resoluciones agrarias dotando de 402,920.87 hectáreas. En los años 70´s se
entregan 599,936.74 hectáreas en 63 resoluciones y es cuando el Estado reparte tierras de
la zona de Marqués de Comillas y Ribera del Rio Lacantún a solicitantes de diversas partes
del país (Durango, Chihuahua, Sonora, Zacatecas, Puebla, Veracruz, Oaxaca, Michoacán y
Guerrero) y a afectados por la construcción de presas Hidroeléctricas en el centro de
Chiapas. En la década de los 80´s se emiten 233 dotaciones agrarias con 353,561.1
hectáreas, así mismo se integran pobladores afectados por la erupción del volcán Chichón.
Ya en la década de los 90´s se concluye el reparte agrario y únicamente se emiten 12
resoluciones presidenciales con una superficie de 9,691.11 (Muench, 2008).
4. Conformación de Bienes Comunales Zona Lacandona. El 11 de abril de 1970 un
grupo de 66 jefes de familia de la etnia Lacandón de los poblados de Metzabok,
Naha, Zapote Caribal y Lacanjá Chansayab solicitan el reconocimiento de 10,000
hectáreas, por lo que el 26 de noviembre de 1971 el entonces Presidente de la Republica
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Lic. Luis Echeverría Álvarez otorga el Reconocimiento y Titulación de los Bienes Comunales
Zona Lacandona (BCZL) con una superficie de 614,321 hectáreas (DOF, 1972). Este decreto
excluye a 56 asentamientos humanos y 15 pequeñas propiedades, la mayoría con
antecedente de gestión agraria o áreas dotadas. Por lo anterior entre los años de 1974 a
1976 se inician la agrupación de poblados negándose 34 asentamientos a concentrarse en
un solo poblado (San Quintín); en tanto que 22 poblados Tzeltales y Choles conformaron la
comunidad Tzeltal de Velasco Suarez con 14barrios (Nueva Palestina) y la comunidad Chol
Frontera Luis Echeverría con 8 barrios (Frontera Corozal), reconociendo el derecho de
1678 comuneros el 18 de Diciembre de 1978 y publicado en el Diario Oficial de la
Federación del 8 de marzo de 1979, creando así lo que se conoce como Bienes Comunales
Zona Lacandona comprendido por seis subcomunidades (Lacanjá Chansayab, Nahá,
Metzabok, Ojo de Agua Chankin, Nueva Palestina y Frontera Corozal) (DOF 1972; Muench,
2008).
En el año de 1982 se realiza la segunda ejecución y se formula el plano de los terrenos de
BCZL aprobado por la Comisión Agraria, donde reducen a 584,037 hectáreas los terrenos
comunales, debido a que existían 22 dotaciones ejidales con resoluciones presidenciales
anteriores a los Bienes Comunales Zona Lacandona. Posteriormente en el año 1988, la
Secretaria de la Reforma Agraria ejecuta por tercera ocasión la Resolución Presidencial de
los Bienes Comunales Zona Lacandona e integró una Acta de Posesión y Deslinde de
501,104 ha con su respectivo Plano Definitivo. En 1989 se reconocen los terrenos ocupados
por 26 núcleos agrarios asentados en la zona de Las Cañadas mediante resoluciones
presidenciales otorgándoles una superficie de 47,627 hectáreas.
5. Áreas Naturales Protegidas. Una de las principales estrategias de
conservación en México es la creación de Áreas Naturales Protegidas (ANP´s),
por lo que debido a la riqueza y biodiversidad presente en la Selva Lacandona se han
decretado siete reservas con diferentes categorías y superficies.
En el año de 1978 se decreta la primera Reserva de Biosfera en México, denominada
Reserva de la Biosfera Montes Azules (REBIMA), la cual establece una superficie de
331,200 hectáreas de las cuales el 70% se encuentran dentro de los terrenos de BCZL. En el
año de 1992 se publican en el Diario Oficial de la Federación los decretos de 4 Áreas
Naturales: Reserva de la Biosfera Lacantún (61,874 ha), Área de Protección de Flora y
Fauna Chan Kín (12,185 ha), ambas reservas en terrenos de los BCZL y colindantes con la
REBIMA, Monumentos Naturales Bonampak (4,357 ha) y Yaxchilán (2,621 ha). Finalmente
en el año de 1998 se decretan las Áreas de Protección de Flora y Fauna Nahá (3,847 ha) y
Metzabok (3,368 ha).
Asimismo, una década después y por acuerdo comunal se establece la Reserva Comunal
Sierra La Cojolita (42 ha), la cual no tiene decreto gubernamental y es vigilada por los
miembros de las subcomunidades de Lacanjá Chansayab, Nueva Palestina y Frontera
Corozal. Esta última establece por acuerdo de la subcomunidad, tres reservas y un área de
conservación de dos kilómetros alrededor de Frontera Corozal.
6. Programa de Atención Integral a la Comunidad Zona Lacandona y Reserva de
la Biosfera Montes Azules. En el año 2003 los Gobiernos Federal y Estatal de
Chiapas ejecutan el Programa de Atención Integral a la Comunidad Zona
Lacandona y Reserva de la Biosfera Montes Azules buscando resolver la
problemática agraria. En este programa se elabora un diagnostico que determina 22
núcleos agrarios con dotaciones ejidales anteriores a los decretos de BCZL y REBIMA; 47
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con resoluciones presidenciales posteriores, 71 poblados con sentencia negativa del
Tribunal Superior Agrario o sin ninguna gestión agraria instaurada y pequeñas
propiedades en terrenos nacionales cuyos posesionarios solicitaron su adjudicación. El
programa comprendió la indemnización económica a la Comunidad Lacandona por
terrenos expropiados para la regularización, reubicación y construcción de poblados
asentados en terrenos de BCZL y REBIMA, aplicando una inversión aproximada de
500 millones de pesos. Dentro de las negociaciones, la comunidad Lacandona reconoce el
deslinde realizado en 1988 aceptando el Plano Definitivo de 501 104 ha.
Del año 2003 al año 2007 se regularizaron 39 poblados que comprenden 43,000 hectáreas,
quedando pendientes 25 poblados entre los cuales seis están ubicados en la zona núcleo de
la REBIMA.
De 1971 a la fecha se han creado 105 núcleos de población que comprende 157,000
hectáreas aproximadamente, actualmente se encuentran en el proceso de amojonamiento
de los terrenos de BCLZ, considerando que el territorio será de una extensión de 457,000
hectáreas. (Informe técnico ambiental sobre los 3 poblados por la SEMAHN, del Gobierno
de Chiapas. Noviembre 2011)
7. Procesos de posesión de los tres poblados. Los integrantes de Salvador
Allende, pertenecientes al pueblo tzeltal, eran peones acasillados, quienes inician
ante el gobierno del estado de Chiapas solicitud de dotación de tierras en 1973, y
posesionándose de cerca de 800 hectáreas en ese año, con mandato gubernamental. Los
integrantes de San Gregorio, integrantes de los pueblos Tzeltal y Tzotzil, trabajadores
muchos de ellos de las fincas cafetaleras, deciden posesionarse en el año 1979, de 1,200
hectáreas. Los integrantes de Ranchería Corozal, miembros del pueblo Tzeltal, se
posesionan en cerca de 300 hectáreas, los tres poblados en la denominada Cuenca del Río
Negro. A más de cuatro décadas de posesión, los tres poblados han demostrado que si es
posible la armonía con otros seres vivientes en medio de la selva. La depredación no es una
práctica en los tres poblados, diversos organismos tanto gubernamentales como no
gubernamentales, han dado cuenta de las prácticas agroecológicas para satisfacer su
derecho a la alimentación.
8. Tras diversas formas, el gobierno federal, ha intentado desalojar a los tres
pueblos, pero la solidaridad nacional e internacional ha evitado que se den las graves
violaciones.
9. Se parte que desde el mes de diciembre del año 2010, se profundizó el
acercamiento entre la representación de la comunidad Lacandona, a través de su
Comisariado de Bienes Comunales y su Consejo de Vigilancia, quienes externaron
los acuerdos de sus Asamblea General, de solucionar la conflictividad agraria de los tres
poblados asentados en las tierras comunales Zona Lacandona. Entre los meses de enero a
mayo de 2011, ambas partes ARIC, UU. ID, junto con los representantes de los Poblados
Nuevo San Gregorio, Salvador Allende y Ranchería Corozal, por una parte y los Bienes
Comunales de la Zona Lacandona (BCZL), por otra, analizaron la mejor salida legal a la
regularización de la posesión de hecho de los tres poblados.
La propuesta de EXPROPIACIÓN de tierras, por parte de la Secretaría de la Reforma Agraria
de los BCZL, para entregárselas a los tres poblados, fue consensada y aprobada por ambas
partes, y fue la que unifico y con la cual acordaron caminar conjuntamente, ante las
autoridades federales y estatales. Otro elemento importante en esta fase de conciliación,
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fue el hecho de reconocer los BCZL, la posesión y el derecho a la tierra de los tres poblados
al ser también indígenas.
En el marco de las negociaciones, se instaló la Mesa Interinstitucional Palenque, integrada
por el sector agrario y ambiental del gobierno federal, así como el sector ambiental del
gobierno del estado de Chiapas, quien la ha conducido. Dicha Mesa, sesiona en la Ciudad de
Palenque, Chis. Hasta allí, en el mes de julio, la ARIC. UU. ID y los BCZL, llegaron con los
acuerdos arriba señalados.
10. La reacción del Gobierno federal, a la propuesta de regularización de los tres
poblados, vía la expropiación de los BCZL, como han sido las más de 100
regularizaciones de igual número de poblados, fue de calificarla de
improcedente, sin analizarla desde todos los ángulos, pero la intervención del
gobierno del estado a través de la SEMAHN, propuso que se realizara un análisis in situ de
las condiciones en las que se encuentran los tres poblados, comprometiéndose la SEMAHN,
a entregar un estudio técnico, cartográfico y ambiental, para lo cual sus propias brigadas
realizarían dicho estudio. Es así que en el mes de octubre inician dichos trabajos en los tres
poblados sin ningún incidente y es hasta el mes de enero del año 2012, que en sesión de la
Mesa Inter institucional Palenque, la Secretaria de Medio Ambiente, entrega a todas las
partes involucradas el Informe Técnico, y se acordó que se abriera un compa de espera,
para que las instituciones del sector ambiental y agrario del gobierno federal emitieran
ahora sí con fundamento su opinión. Acordando dar un mes de plazo a dichas
dependencias, para verter sus opiniones.
11. En el inter de esta espera, las representaciones de la ARIC y BCZL, diseñaron
un plan de acción tendiente a por una parte solicitar audiencias con los titulares
de la SECRETARIA DE MEDIO AMBIENTE Y RECURSOS NATURALES y de la SECRETARIA
DE LA REFORMA AGRARIA, y por la otra, dar a conocer a la opinión púbica nacional, la
propuesta de solución a los más de 35 años de conflictividad, así como involucrar a otros
actores (Cámara de diputados, Cámara de Senadores y a la Sociedad Civil Organizada), a fin
de que intervinieran ante las autoridades gubernamentales del poder ejecutivo y fuera
aprobada la propuesta de regularización de los tres poblados.
12. No obstante de solicitar con suficiente anticipación las audiencias con los
titulares, no solo por parte de la ARIC UU ID y de los BCZL, sino también por
ciudadanos diputados federales, nunca fuimos recibidos por dichos servidores
públicos. Solo el Subsecretario de Ordenamiento de la Propiedad Rural de la SRA, nos
recibió, quien nos argumento que desconocía por completo el caso ya que la representante
de la SRA ante la Mesa Palenque, quien es la Directora del FIFONAFE, NO LE HABÍA
INFORMADO ABSOLUTAMENTE NADA, comprometiéndose a enviar a un representante de
esa Subsecretaria a la sesión de la Mesa Palenque el día 28 de febrero en la Ciudad de
Palenque Chiapas y presentar su opinión.
13. El día 28 de febrero del corriente, se instaló en la Ciudad de Palenque, la
ansiada sesión, contando con la presencia de los CC. Delegados federales en el
estado de Chiapas, del sector ambiental, SEMARNAT, PROFEPA, CONANP, del sector agrario
SRA y RAN. Por el gobierno del estado la titular de la SEMAHN, el Sub
Secretario de Gobierno, zona Selva, y de nuestra parte el todos los integrantes propietarios
y suplentes del Comisariado y Consejo de Vigilancia de los BCZL, por la ARIC UU ID, toda la
Mesa Directiva, al igual estando presentes los representantes de los tres poblados y por
último los representantes de la sociedad civil organizada, quienes han sido desde un inicio
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de este proceso, invitados a fungir como testigos de honor, Servicios para la Paz
(SERAPAZ), Comité de Derechos Humanos Fray Lorenzo de La Nada, A.C. Enlace
Comunicación y Capacitación A.C. y la Parroquia de San Jacinto de Ocosingo Chiapas.
14. El 28 de febrero da inicio la sesión con la presentación de todas y todos las y
los asistentes, al terminar la presentación y sin preámbulos el Delegado Regional de la
CONANP, hace entrega exclusivamente al C. Comisariado de los BCZL del documento,
firmando de recibido, procediendo el mismo funcionario a dar lectura al documento en
dónde con los mismos argumentos de siempre consideran que no es viable la “creación de
nuevos centros de población en la reserva de montes azules”. Los BCZL, la ARIC UU ID y los
Representantes de los tres poblados, al ver que no había en el documento nada nuevo, así
como tampoco una argumentación desde el Derechos agrario, decidimos levantarnos de la
sesión y abandonar la sala.
15. Es de notarse la ausencia el 28 de febrero, tanto en el documento presentado
como en lo físico, la presencia del sector agrario, quien por escrito se había
comprometido el Subsecretario de Ordenamiento de la Propiedad Rural MVZ, Jaime Tomás
Ríos Bernal, de mandar personal de su adscripción a dicha sesión, así como dar una
respuesta desde el derechos agrarios a la solicitud de EXPROPIACIÓN a favor los tres
poblados.
16. Por último queremos resaltar que aunado a toda esta conflictividad, el Estado
Mexicano a través de sus instituciones, del sector ambiental y agrario, han
creado una grave situación con los Bienes Comunales de la Zona Lacandona, ya que el
Estado, pretenden despojar de más de 10, mil hectáreas a los BCZL, dentro del Programa
PROCEDE, al mover los puntos de referencia, o llamados mojones, que delimitan la
propiedad de los BCZL, en el ya muy conocido vértice 16. Esperamos,
que esta grave violación, no tenga que ver con el no reconocimiento de los derechos
humanos y particularmente agrarios de los tres poblados. Este asunto del intento de
despojo, Sr, Representante en México de la Oficina de la Alta Comisionada de Derechos
Humanos de la Organización de Naciones Unidas, será abordado ante usted de manera
separada.

ALEGATOS
I. Las Leyes Nacionales del Estado Mexicano establecen como Ley Suprema los
Derechos Humanos Reconocidos en los Tratados y Convenios Internacionales,
pero los mecanismo y procedimientos son dilatados o nulos.
La obligación del Estado Mexicano para respetar los derechos humanos reconocidos en
tratados y convenios internacionales, está contenido en dos artículos. Primero, y el más
importante, es el del Artículo 1º de la Constitución Política, en donde se afirma que en los
Estados Unidos Mexicanos, todas personas tienen derecho para gozar de los derechos
humanos reconocidos en la Constitución y los tratados internacionales. Eso quiere decir,
que si un derecho humano está reconocido por un instrumento legal que el Estado
Mexicano ha ratificado y firmado, el Estado Mexicano tiene la obligación de respetar y
proteger con acciones concretas y contundentes este derecho humano.
Esta obligación de respetar los derechos humanos establecidos en los tratados y convenios
internacionales, también señalado en el Artículo 133 de la Constitución Política de México,
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que establece que cuando México ratifica un tratado o convenio, este instrumento se
convierte en parte de la Ley Suprema de México.
Por estos dos artículos de la Constitución, el Estado Mexicano a través del gobierno federal
y los de las entidades federativas, están obligados a reconocer y proteger los derechos
humanos establecidos en los siguientes instrumentos: (a) el Pacto Internacional de
Derechos Humanos, ratificado el 23 de Marzo de 1981; (b) la Convención Americana sobre
Derechos Humanos, ratificado el 3 de Febrero de 1981; (c) la Carta de la Organización de
los Estados Americanos, reformada por el Protocolo de Buenos Aires, ratificado el 23 de
Noviembre de 1948; y (d) la Declaración Universal de los Derechos Humanos, adoptado por
la Asamblea General de la ONU el 10 de Diciembre de 1948. El Convenio 169 de la OIT,
adoptado el 27 de junio de 1989 Firmado y Ratificado por el Estado Mexicano el 13 de
agosto de 1990. Pese a lo anterior y por lo expuesto en el capítulo de HECHOS de esta
PETICIÓN, consideramos y probamos que el Estado Mexicano, sus gobiernos, instituciones
y funcionarios, son responsables por acto y omisiones. Esto, dado a que no obstante el
Estado Mexicano tiene la obligación de proteger los derechos humanos establecidos en
estos instrumentos, ha hecho lo opuesto, es decir, en vez de proteger a vulnerado esos
derechos humanos elementales, por consiguiente ha puesto en peligro la vida e integridad
de las personas, de los tres poblados, al intentar en varias ocasiones desalojarlos,
amenazarlos y no contemplar la solución de regularización vía la expropiación, como ha
sucedido con cientos de poblados en las mismas circunstancias y que ahora ya vive en
plena armonía con los BCZL.
Esto ha sido expuesto y probado en el capítulo de HECHOS y las pruebas relacionadas a los
mismos. Véase los hechos numero 3, 4, 6, 7, 8, 9 y 10, y la pruebas relacionadas a los
mismos
II. El Estado Mexicano tiene la obligación de asegurar a todos los integrantes de
los Pueblos Indígenas, la protección que sean necesarios para su bienestar.
Estas obligaciones están establecidas en el Artículo 19 de la Convención Americana sobre
Derechos Humanos. También tiene el Estado Mexicano la obligación para reconocer y el
Articulo 4 de la Convención Americana sobre Derechos Humanos. El Gobierno Mexicano
actualmente está violando este derecho por su OMISIÓN como se ha expuesto en los hechos
9, 10, 11, 12, 13, 14 y 15, y las pruebas relacionadas a los mismos.
III. La población de los tres poblados, tiene el derecho a un nivel de vida
adecuado, incluyendo su alimentación, vestido y vivienda.
Este es un derecho consagrado en el Articulo 11 del Pacto Internacional de Derechos
Económicos, Sociales y Culturales y en el Artículo 25 de la Declaración Universal de
Derechos Humanos; también este derecho incluye condiciones que hagan posible una vida
sana, productiva y digna, como está establecido en el Artículo 31, letras (k) y (l) de la Carta
de la Organización de los Estados Americanos. Este derecho, como ha sido expuesto y
fundado, es actualmente vulnerado por el Gobierno Mexicano, como se ha expuesto en los
hechos 7 y las pruebas relacionadas a los mismos.
IV. Los tres poblados, ha agotado todos los recursos internos disponibles.
Contrario al derecho a la justicia pronta y expedita, el Estado Mexicano ha mostrado que el
marco jurídico mexicano y sus instancias, no quieren iniciar los procedimientos y normas
jurídicas eficaces, que protegen de manera inmediata los derechos humanos elementales
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de las personas, como queda mostrado en los hechos 8, 10, 12 y 14, y las pruebas
relacionadas en ellos. Por ello, el caso que se presenta es de ALTA GRAVEDAD Y URGENCIA,
ya que implica una violación inminente a la vida y seguridad de las personas por parte del
Estado mexicano, concretamente del Poder Ejecutivo Federal y el Poder Ejecutivo del
Estado de Chiapas, sus instancias y funcionarios.
V. El Estado Mexicano viola su obligación a desarrollar las posibilidades de
recurso judicial.
Estos derechos están establecidos en el artículo 25 de la Convención Americana sobre
Derechos Humanos, y se viola por el Estado Mexicano como se señala en los hechos: 8,
10,12 y 14, y las pruebas relacionadas con ellos. Concretamente por la SEMARNAT y
CONANP cuando declara el asunto IMPROCEDENTE. La SRA, por tardarse TREINTA años
entre la primera solicitud de los pueblos y una respuesta, tal cual, las autoridades no están
cumpliendo con sus obligaciones de atender este asunto, mucho menos existe la posibilidad
de agotar un recurso jurisdiccional que restituya de manera factible en sus derechos a los
tres poblados.

PUNTOS PETITORIOS
Por lo antes expuesto y jurídicamente fundado, a ustedes Sr. Representante de la
OACNUDH y Sra. Representante de UNICEF solicitamos atentamente elevar a las instancias
internacionales encargadas de verificar el cumplimiento de los Acuerdos, Tratados y Pactos
de Derechos Humanos, nuestra PETICIÓN, para:
1.- Que ustedes intervengan para lograr que el Estado Mexicano, concretamente la
Secretaria de la Reforma Agraria y DECRETEN LA EXPROPIACIÓN de las tierras de los BCZL
y se les entregue conforme a derechos a los tres poblado.
2.- Que ustedes intervenga ante el Estado Mexicano, y éste adopte las medidas
cautelares inmediatas y urgentes para evitar sean desalojados los integrantes de los tres
poblados.
3.- Se establezcan mecanismos, medidas y acciones por parte del Estado
mexicano, concretamente del gobierno del estado y las instancias mencionadas para que
garanticen los derechos humanos afectados.
4.- Que de parte de ustedes como representantes de la ONU y por el principio de
justicia, haya una respuesta pronta y expedita, dado que la situación de la población
de los tres poblados es bastante grave, vulnerada, por las acciones y omisiones de las
propias autoridades mexicanas dilatando la justicia del Estado, con lo cual, han alargado la
inestabilidad en la zona.
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January 5, 2015

The Honorable Jerry Brown
Governor of California
c/o State Capitol, Suite 1173
Sacramento, CA 95814

Cc: Clifford Rechtschaffen, Senior Adviser, Office of Governor Edmund G. Brown. Jr
Cc: Mary Nichols, Chairman, California Air Resources Board
Cc: Martha Guzman-Aceves, Deputy Legislative Director
Cc: California Air Resources Board, Clerk of the Board

Re: Should the government of California do business with the government of Mexico?
Dear Governor Brown,

Since July, 2014, when the government of California signed a historic agreement for international
collaboration on climate change with the government of Mexico seeking to build collaboration in
carbon markets, in the struggle against deforestation and for REDD (Reducing Emissions from
Deforestation and forest Degradation), the administration of Mexican President Enrique Peña Nieto
has borne witness to the discovery of dozens of clandestine mass graves filled with tortured and
burned human remains; targeted killings of journalists; kidnappings; and systematic violations of
human rights. As if that were not enough to demonstrate crimes of the State, the 43 university
students from Ayotzinapa recently disappeared by the police now join the thousands upon
thousands of Mexicans murdered and disappeared over the past several years.

The government of Mexico has not managed to guarantee security, stability, or peace in the nation.
If the administration cannot protect the people of Mexico, there is no reason to believe that it can
protect the environment.

To the contrary, in the midst of this wave of violence, the administration of President Enrique Peña
Nieto has delivered ongoing deforestation of territories, forests, jungles, natural protected areas,
mangroves, and other terrestrial and marine ecosystems to predatory mining concessions, dams,
wind energy parks, industrial developments, gas pipelines, oil and gas extraction, and fracking,
among other projects which, far from demonstrating a commitment to protect the environment and
to reduce deforestation, have accelerated the growing wave of extractivism and depredation,
putting in doubt the validity of the commitments it has made to the government of California.

In seeking to develop international agreements to protect the environment and to confront the
climate crisis, the government of California would do well to begin by collaborating with those that
value life and respect human rights.
We respectfully urge the state of California to forego any joint agreement with Mexico on climate
change, carbon trading and REDD until the Mexican government proves itself capable of
guaranteeing the security of the population and demonstrates an ability to respond to the needs of
its citizens.
Justice for Ayotzinapa first!
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Signatories
Otros Mundos, A.C./Friends of the Earth, México
Red Mexicana de Afectados por la Minería (REMA), México
Movimiento Mexicano de Afectados por las Represas (MAPDER), México
Acción Colectiva Socio Ambiental AC, Guanajuato
Bios Iguana AC, Colima
Procesos Integrales para la Autogestión de los Pueblos AC, Guerrero
Frente Estudiantil Popular (FEP), Chiapas
Red de Acompañamiento Popular (RAP), Chiapas
Red Magisterial Popular, Chiapas
Movimiento Unidad Popular de Izquierda (MUPI-Tapachula), Chiapas
Red de Pueblos Zoques-Chapultenango, Chiapas
Cooperativas de la Unión de Cafeticultores de la Sierra-Jocoltenango de la Paz, Chiapas
Mesoamérica sin Fronteras-Región Mam, Chiapas
Mocho-Cachiquel (Mazapa-Motozintla-Tapchula), Chiapas
Movimiento Campesino Regional Independiente - Coordinadora Nacional Plan de Ayala Movimiento
Nacional (MOCRI CNPA MN), Chiapas
Consejo de Autoridades Agrarias en Defensa del Territorio de la región Montaña-Costa Chica del
Estado de Guerrero, Guerrero
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5 enero, 2015

The Honorable Jerry Brown
Governor of California
c/o State Capitol, Suite 1173
Sacramento, CA 95814

Cc: Clifford Rechtschaffen, Senior Adviser, Office of Governor Edmund G. Brown. Jr
Cc: Mary Nichols, Chairman, California Air Resources Board
Cc: Martha Guzman-Aceves, Deputy Legislative Director
Cc: California Air Resources Board, Clerk of the Board

¿EL GOBIERNO DE CALIFORNIA (USA), NEGOCIA CON EL GOBIERNO DE MEXICO?
Al Gobernador de California, Edmund Gerald Brown,

Mientras el gobierno de California firma un acuerdo histórico de colaboración internacional sobre
el clima con el gobierno mexicano, en julio del 2014, sobre mercados de carbono, la lucha contra la
deforestación y REDD, durante el gobierno del presidente mexicano Enrique Peña Nieto aparecen
decenas de fosas clandestinas de restos humanos quemados y torturados; se registran asesinatos
de periodistas, secuestros, violaciones sistemáticas a los derechos humanos; y por si fuera poco el
crimen de Estado de los 43 normalistas de Ayotzinapa desparecidos por la policía que se suman a
los miles de desaparecidos y asesinados en los últimos años.

El gobierno mexicano no ha logrado garantizar la seguridad, la estabilidad ni la paz en el país. Y si
no puede proteger al pueblo mexicano, mucho menos el medio ambiente.

En medio de toda esta violencia el gobierno de Enrique Peña Nieto ha entregado a la deforestación
los territorios, los bosques, las selvas, las áreas naturales protegidas, los manglares, entre otros
ecosistemas terrestres y marinos a la depredación de los proyectos mineros, de represas, de
parques eólicos, de parques industriales, de gasoductos, de extracción de gas y petróleo, de gas
fracking, entre otros megaproyectos que lejos de cuidar y mantener un compromiso con el medio
ambiente y contra la deforestación, crece la ola de la depredación y el extractivismo acelerado,
poniendo en duda su capacidad con los compromisos asumidos con el gobierno de California.

Antes de elaborar acuerdos de compromisos por el medio ambiente y el cambio climático, el
gobierno de California debiera impulsar primero un compromiso con aquellos que respetan la vida
y los derechos humanos. Al fin, solicitamos con todo respeto al estado de California que abandona
cualquier acuerdo con Mexico sobre cambio climatico, mercados de carbono, y REDD hasta que el
gobierno de Mexico demuestra su capacidad de garantizar la seguridad de la población, y
demuestra su habilidad de responder a las necesidades de sus ciudadanos.
¡PRIMERO, JUSTICIA PARA AYOTZINAPA!
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Firmantes
Otros Mundos, A.C./Amigos de la Tierra, México
Red Mexicana de Afectados por la Minería (REMA), México
Movimiento Mexicano de Afectados por las Represas (MAPDER), México
Acción Colectiva Socio Ambiental AC, Guanajuato
Bios Iguana AC, Colima
Procesos Integrales para la Autogestión de los Pueblos AC, Guerrero
Frente Estudiantil Popular (FEP), Chiapas
Red de Acompañamiento Popular (RAP), Chiapas
Red Magisterial Popular, Chiapas
Movimiento Unidad Popular de Izquierda (MUPI-Tapachula), Chiapas
Red de Pueblos Zoques-Chapultenango, Chiapas
Cooperativas de la Unión de Cafeticultores de la Sierra-Jocoltenango de la Paz, Chiapas
Mesoamérica sin Fronteras-Región Mam, Chiapas
Mocho-Cachiquel (Mazapa-Motozintla-Tapchula), Chiapas
Movimiento Campesino Regional Independiente - Coordinadora Nacional Plan de Ayala Movimiento
Nacional (MOCRI CNPA MN), Chiapas
Consejo de Autoridades Agrarias en Defensa del Territorio de la región Montaña-Costa Chica del
Estado de Guerrero, Guerrero
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FEDERATIVE REPUBLIC OF BRAZIL

INTENDED NATIONALLY DETERMINED CONTRIBUTION
TOWARDS ACHIEVING THE OBJECTIVE OF THE
UNITED NATIONS FRAMEWORK CONVENTION ON CLIMATE CHANGE

Pursuant to decisions 1/CP.19 and 1/CP.20, the Government of the Federative Republic
of Brazil is pleased to communicate to the Secretariat of the United Nations Framework
Convention on Climate Change (UNFCCC) its intended Nationally Determined
Contribution (iNDC) in the context of the negotiations of a protocol, another legal
instrument or an agreed outcome with legal force under the Convention applicable to all
Parties.
This intended contribution is communicated under the assumption of the adoption of a
universal, legally binding instrument that fully respects the principles and provisions of
the UNFCCC, in particular the principle of common but differentiated responsibilities
and respective capabilities. It is "intended" in the sense that it might be adjusted, as
appropriate, before the ratification, acceptance or approval of the Paris agreement in
light of provisions yet to be agreed under the ADP mandate.
All policies, measures and actions to implement Brazil’s iNDC are carried out under the
National Policy on Climate Change (Law 12,187/2009), the Law on the Protection of
Native Forests (Law 12,651/2012, hereinafter referred as Forest Code), the Law on the
National System of Conservation Units (Law 9,985/2000), related legislation,
instruments and planning processes. The Government of Brazil is committed to
implementing its iNDC with full respect to human rights, in particular rights of
vulnerable communities, indigenous populations, traditional communities and workers
in sectors affected by relevant policies and plans, while promoting gender-responsive
measures.
Brazil’s iNDC has a broad scope including mitigation, adaptation and means of
implementation, consistent with the contributions’ purpose to achieve the ultimate
objective of the Convention, pursuant to decision 1/CP.20, paragraph 9 (Lima Call for
Climate Action).
MITIGATION:
Contribution: Brazil intends to commit to reduce greenhouse gas emissions by 37%
below 2005 levels in 2025.
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Subsequent indicative contribution: reduce greenhouse gas emissions by 43% below
2005 levels in 2030.
Type: absolute target in relation to a base year.
Coverage: 100% of the territory, economy-wide, including CO2, CH4, N2O,
perfluorocarbons, hydrofluorocarbons and SF6.
Reference point: 2005.
Timeframe: single-year target for 2025; indicative values for 2030 for reference
purposes only.
Metric: 100 year Global Warming Potential (GWP-100), using IPCC AR5 values.
Methodological approaches, including those for estimating and accounting for
anthropogenic greenhouse gas emissions and, as appropriate, removals: inventory
based approach for estimating and accounting anthropogenic greenhouse gas emissions
and, as appropriate, removals in accordance with the applicable IPCC guidelines.
This iNDC takes into account the role of conservation units and indigenous lands 1 as
forest managed areas, in accordance with the applicable IPCC guidelines on the
estimation of emission removals.2
Use of markets: Brazil reserves its position in relation to the possible use of any market
mechanisms that may be established under the Paris agreement.
Brazil emphasizes that any transfer of units resulting from mitigation outcomes
achieved in the Brazilian territory will be subject to prior and formal consent by the
Federal Government.
Brazil will not recognize the use by other Parties of any units resulting from mitigation
outcomes achieved in the Brazilian territory that have been acquired through any
mechanism, instrument or arrangement established outside the Convention, its Kyoto
Protocol or its Paris agreement.
ADAPTATION UNDERTAKINGS
Brazil considers adaptation to be a fundamental element of the global effort to tackle
climate change and its effects. The implementation of policies and measures to adapt to
climate change contributes to building resilience of populations, ecosystems,
infrastructure and production systems, by reducing vulnerability and through the
provision of ecosystem services.
“Conservation units” refers here only to federal and state level protected areas; “indigenous lands” refers to areas at the minimum
in the “delimited” stage in the demarcation processes. Even without the role of these managed areas, Brazil’s contribution would
still represent a reduction of 31% in 2025 and 37% in 2030 in relation to 2005 levels (GWP-100; IPCC AR5).
2 Brazil’s Initial National Communication, prior to the applicability of current guidelines, did not consider removals from
conservation units and indigenous lands. Such an approach, however, would not be compatible with current guidelines, nor
comparable to other Parties’ contributions. Disregarding these removals compromised the comparability of the Brazilian initial
inventory with other Parties’ inventories. Brazil’s Second National Communication revised this approach.
1
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The social dimension is at the core of Brazil's adaptation strategy, bearing in mind the
need to protect vulnerable populations from the negative effects of climate change and
enhance resilience. In this context, Brazil is working on the design of new public
policies, through its National Adaptation Plan (NAP), in its final elaboration phase. The
strong involvement of stakeholders, at all levels, will contribute to the formulation and
implementation of Brazil's NAP.
The NAP aims to implement knowledge management systems, to promote research and
technology development for adaptation, to develop processes and tools in support of
adaptation actions and strategies, at different levels of government. Brazil is a
developing country that experienced a fast urbanization process. In this context, risk
areas, housing, basic infrastructure, especially in the areas of health, sanitation and
transportation, constitute key areas for adaptation policies. The Government of Brazil
gives particular attention to the poorest populations, in terms of improving their
housing and living conditions, bolstering their capacity to withstand the effects of
severe climate events. Brazil already monitors extreme rainfall events for 888
municipalities and has in place an early warning system and action plans to respond to
natural disasters.
It should be further noted that Brazil seeks to enhance its national capacity in water
security (National Water Security Plan) and conservation and sustainable use of
biodiversity (National Strategic Plan for Protected Areas, as well as the implementation
of the Forest Code, particularly concerning protected areas).
The National Adaptation Plan will provide a basis for Brazil to strengthen the country's
adaptation capacity, assess climate risks and manage vulnerabilities at the national,
state and municipal levels. Through the NAP, Brazil's vision for its adaptation
undertakings is to integrate, where appropriate, vulnerabilities and climate risk
management into public policies and strategies, as well as to enhance the coherence of
national and local development strategies with adaptation measures.
MEANS OF IMPLEMENTATION:
Clarification on the extent to which the contribution is dependent upon
international support
This iNDC is presented in accordance with the principles and provisions of the
Convention, particularly Article 4, paragraphs 1 and 7, and Article 12, paragraphs 1(b)
and 4.
Accordingly, the policies, measures and actions to achieve this contribution will be
implemented without prejudice to the use of the financial mechanism of the Convention
or of any other modalities of international cooperation and support, with a view to
enhance effectiveness and/or anticipate implementation. The implementation of
Brazil’s iNDC is not contingent upon international support, yet it welcomes support
from developed countries with a view to generate global benefits.
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Additional actions would demand large-scale increase of international support and
investment flows, as well as technology development, deployment, diffusion and
transfer.
Specifically concerning the forest sector, the implementation of REDD+ activities and
the permanence of results achieved require the provision, on a continuous basis, of
adequate and predictable results-based payments in accordance with the relevant COP
decisions.3
South-South initiatives
Recognizing the complementary role of South-South cooperation, on the basis of
solidarity and common sustainable development priorities, Brazil will undertake best
efforts to enhance cooperation initiatives with other developing countries, particularly
in the areas of: forest monitoring systems; biofuels capacity-building and technology
transfer; low carbon and resilient agriculture; restoration and reforestation activities;
management of protected areas; increased resilience through social inclusion and
protection programmes; capacity building for national communications and other
obligations under the Convention, in particular to Portuguese speaking countries.
Brazil invites developed country Parties and relevant international organizations to
further support such initiatives.

Recalling that the submission of forest reference emission levels and their corresponding REDD+ results are in the context of
results-based payments, in accordance with decisions 13/CP.19 and 14/CP.19. See also documents FCCC/TAR/2014/BRA and
FCCC/SBI/ICA/2015/TATR.1/BRA.
3
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FEDERATIVE REPUBLIC OF BRAZIL
ADDITIONAL INFORMATION ON THE INDC
FOR CLARIFICATION PURPOSES ONLY

Brazil’s iNDC is economy wide and therefore is based on flexible pathways to achieve
the 2025 and the 2030 objectives. In that sense, this additional information is meant to
be for clarification purposes only.
LONG TERM ASPIRATION
Consistent with the long-term vision of holding the increase in global average
temperature below 2°C above pre-industrial levels, Brazil will strive for a transition
towards energy systems based on renewable sources and the decarbonization of the
global economy by the end of the century, in the context of sustainable development
and access to the financial and technological means necessary for this transition.
FAIRNESS AND AMBITION
Brazil is a developing country with several challenges regarding poverty eradication1,
education, public health, employment, housing, infrastructure and energy access. In
spite of these challenges, Brazil’s current actions in the global effort against climate
change represent one of the largest undertakings by any single country to date, having
reduced its emissions by 41% (GWP-100; IPCC SAR) in 2012 in relation to 2005 levels.2
Brazil is nevertheless willing to further enhance its contribution towards achieving the
objective of the Convention, in the context of sustainable development. Brazil’s iNDC
represents a progression in relation to its current undertakings, in both the type and
levels of ambition, while recognizing that emissions will grow to meet social and
development needs.
By adopting an economy-wide, absolute mitigation target, Brazil will follow a more
stringent modality of contribution, compared to its voluntary actions pre-2020. This
contribution is consistent with emission levels of 1.3 GtCO2e (GWP-100; IPCC AR5) in
2025 and 1.2 GtCO2e (GWP-100; IPCC AR5) in 2030, corresponding, respectively, to a

Brazil has 15.5 million people living below the poverty line, of which 6.2 million live in extreme poverty (2013). Source: MDS. Data
Social 2.0. Available at http://aplicacoes.mds.gov.br/sagi-data/METRO/metro.php?p_id=4, accessed on 24 September 2015.
2 Source: MCTI. Estimativas anuais de emissões de gases de efeito estufa no Brasil. Second edition (2014). Available at
http://www.mct.gov.br/upd_blob/0235/235580.pdf, accessed on 2 September 2015.
1
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reduction of 37% and 43%, based on estimated emission levels of 2.1 GtCO2e (GWP100; IPCC AR5) in 2005.
In relation to Brazil’s existing national voluntary commitment, which aims to achieve
gross emissions3 of approximately 2 GtCO2e4 in 2020, this iNDC represents an additional
gross reduction of approximately 19% in 2025. Furthermore, this contribution is
consistent with reductions of 6% in 2025 and 16% in 2030 below 1990 levels (1.4
GtCO2e GWP-100; IPCC AR5).
Brazil’s iNDC corresponds to an estimated reduction of 66% in terms of greenhouse gas
emissions per unit of GDP (emissions intensity5) in 2025 and of 75% in terms of
emissions intensity in 2030, both in relation to 2005.6
In the period 2004-2012, Brazil's GDP increased by 32%, while emissions dropped 52%
(GWP-100; IPCC AR5), delinking economic growth from emission increase over the
period, while at the same time Brazil lifted more than 23 million people out of poverty.7
Per capita emissions decreased from 14.4 tCO2e (GWP-100; IPCC AR5) in 2004 to an
estimated 6.5 tCO2e (GWP-100; IPCC AR5) in 2012. At this 2012 level, Brazil's per capita
emissions are already equivalent to what some developed countries have considered
fair and ambitious for their average per capita emissions by 2030. Brazil's per capita
emissions will decline further to an estimated 6.2 tCO2e (GWP-100; IPCC AR5) in 2025
and 5.4 tCO2e (GWP-100; IPCC AR5) in 2030 under this contribution.
Brazil will reduce greenhouse gas emissions in the context of continued population8 and
GDP growth, as well as income per capita increase, making therefore this contribution
unequivocally very ambitious.
Brazil's mitigation actions to implement this contribution, including its current
undertakings, are consistent with the 2°C temperature goal, in light of IPCC scenarios
and national circumstances.
According to the IPCC9, global scenarios consistent with a likely chance to keep
temperature change below 2°C relative to pre-industrial levels are characterized, inter
alia, by:
i)
ii)

sustainable use of bioenergy;
large-scale measures relating to land use change and forests;

Not considering removals.
Value between 1.977 GtCO2e and 2.068 GtCO2e, which represents a reduction between 36.1% and 38.9% below the projected
business as usual emissions in 2020, as established by the Decree 7,390/2010 – assuming GWP-100 (IPCC SAR).
5 tCO2e (GWP-100; IPCC AR5)/GDP (1000 US$2005).
6 Source of GDP 2005: Ipeadata. Available at http://www.ipeadata.gov.br, accessed on 2 September 2015. Source of estimated GDP
2025 and 2030: Empresa de Pesquisa Energética (EPE). Nota Técnica DEA 12/14: Cenário econômico 2050. August 2014.
7 Sources for emission reductions: MCTI (op.cit.). Source for GDP: Ipeadata (op.cit.). Source for data on poverty: MDS (op.cit.).
8 Brazil's population is projected to continue to grow until the 2040’s, to approximately 230 million inhabitants. Source: IBGE.
Projeção da População do Brasil por sexo e idade: 2000-2060. August 2013. Available at
http://www.ibge.gov.br/home/estatistica/populacao/projecao_da_populacao/2013/default.shtm, accessed on 2 September 2015.
9 IPCC, 2014: Summary for Policymakers. In: Climate Change 2014: Mitigation of Climate Change. Contribution of Working Group III to
the Fifth Assessment Report of the Intergovernmental Panel on Climate Change [Edenhofer, O., R. Pichs-Madruga, Y. Sokona, E.
Farahani, S. Kadner, K. Seyboth, A. Adler, I. Baum, S. Brunner, P. Eickemeier, B. Kriemann, J. Savolainen, S. Schlömer, C. von Stechow,
T. Zwickel and J.C. Minx (eds.)]. Cambridge University Press, Cambridge, United Kingdom and New York, NY, USA. SPM 4.1, pp. 1012.
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iii)

tripling to nearly quadrupling the share of zero- and low-carbon energy
supply globally by the year 2050.

In this context, Brazil already has one of the largest and most successful biofuel
programs to date, including cogeneration of electricity using biomass. Brazil has
achieved the most impressive results of any country in reducing emissions from
deforestation, mainly by reducing the deforestation rate in the Brazilian Amazonia by
82% between 2004 and 2014. Brazil’s energy mix today consists of 40% of renewables
(75% of renewables in its electricity supply), which amounts to three times the world
average in renewables, and more than four times the OECD average.10 This already
qualifies Brazil as a low carbon economy.
Brazil intends to adopt further measures that are consistent with the 2°C temperature
goal, in particular:
i) increasing the share of sustainable biofuels in the Brazilian energy mix to
approximately 18% by 2030, by expanding biofuel consumption, increasing
ethanol supply, including by increasing the share of advanced biofuels (second
generation), and increasing the share of biodiesel in the diesel mix;
ii) in land use change and forests:
- strengthening and enforcing the implementation of the Forest Code, at
federal, state and municipal levels;
- strengthening policies and measures with a view to achieve, in the Brazilian
Amazonia, zero illegal deforestation by 2030 and compensating for
greenhouse gas emissions from legal suppression of vegetation by 2030;
- restoring and reforesting 12 million hectares of forests by 2030, for multiple
purposes;
- enhancing sustainable native forest management systems, through
georeferencing and tracking systems applicable to native forest management,
with a view to curbing illegal and unsustainable practices;
iii) in the energy sector, achieving 45% of renewables in the energy mix by 2030,
including:
- expanding the use of renewable energy sources other than hydropower in the
total energy mix to between 28% and 33% by 2030;
- expanding the use of non-fossil fuel energy sources domestically, increasing
the share of renewables (other than hydropower) in the power supply to at
least 23% by 2030, including by raising the share of wind, biomass and solar;
- achieving 10% efficiency gains in the electricity sector by 2030.
In addition, Brazil also intends to:
iv)

in the agriculture sector, strengthen the Low Carbon Emission Agriculture
Program (ABC) as the main strategy for sustainable agriculture
development, including by restoring an additional 15 million hectares of

Sources: EPE. Balanço Energético Nacional. Available at https://ben.epe.gov.br/, accessed on 2 September 2015.
OECD (2015), Renewable energy (indicator). doi: 10.1787/aac7c3f1-en. Available at https://data.oecd.org/energy/renewableenergy.htm, accessed on 2 September 2015.
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degraded pasturelands by 2030 and enhancing 5 million hectares of
integrated cropland-livestock-forestry systems (ICLFS) by 2030;
v)

in the industry sector, promote new standards of clean technology and
further enhance energy efficiency measures and low carbon
infrastructure;

vi)

in the transportation sector, further promote efficiency measures, and
improve infrastructure for transport and public transportation in urban
areas.

Brazil recognizes the importance of the engagement of local governments and of their
efforts in combating climate change.
GLOBAL TEMPERATURE POTENTIAL (GTP) METRIC
Brazil notes that, according to the IPCC, "the most appropriate metric and time horizon
will depend on which aspects of climate change are considered most important to a
particular application. No single metric can accurately compare all consequences of
different emissions, and all have limitations and uncertainties".11 The IPCC also states
that the Global Temperature Potential (GTP) metric is better suited to target-based
policies, while the GWP metric is not directly related to a temperature limit such as the
2°C target.12 Taking this into account, the GTP metric is the most consistent with
contributions to hold the increase in global average temperature below 2°C above preindustrial levels.
With a view to assuring full transparency, clarity and understanding, Brazil decided to
communicate this iNDC using GWP-100 (IPCC AR5), prior to COP-21. Consistent with
the 2°C temperature goal and in light of science, Brazil is providing estimates to
correspond to GTP-100, with IPCC AR5 values.
Brazil’s iNDC is consistent with emission levels of 1.0 GtCO2e (GTP-100; IPCC AR5) in
2025 and 0.8 GtCO2e (GTP-100; IPCC AR5) in 2030. This represents reductions of 43%
and 52%, respectively, compared to estimated emission levels of 1.7 GtCO2e (GTP-100;
IPCC AR5) in 2005. These reductions translate to reductions of 37% and 43% when
expressed in GWP-100 (IPCC AR5).

IPCC, 2013: Summary for Policymakers. In: Climate Change 2013: The Physical Science Basis. Contribution of Working Group I to the
Fifth Assessment Report of the Intergovernmental Panel on Climate Change [Stocker, T.F., D. Qin, G.-K. Plattner, M. Tignor, S.K. Allen, J.
Boschung, A. Nauels, Y. Xia, V. Bex and P.M. Midgley (eds.)]. Cambridge University Press, Cambridge, United Kingdom and New York,
NY, USA. SPM D.2 p.15.
12 See Myhre, G., D. Shindell, F.-M. Bréon, W. Collins, J. Fuglestvedt, J. Huang, D. Koch, J.-F. Lamarque, D. Lee, B. Mendoza, T. Nakajima,
A. Robock, G. Stephens, T. Takemura and H. Zhang, 2013: Anthropogenic and Natural Radiative Forcing. In: Climate Change 2013: The
Physical Science Basis. Contribution of Working Group I to the Fifth Assessment Report of the Intergovernmental Panel on Climate
Change [Stocker, T.F., D. Qin, G.-K. Plattner, M. Tignor, S.K. Allen, J. Boschung, A. Nauels, Y. Xia, V. Bex and P.M. Midgley (eds.)].
Cambridge University Press, Cambridge, United Kingdom and New York, NY, USA. pp. 710-720.
See also Stocker, T.F., D. Qin, G.-K. Plattner, L.V. Alexander, S.K. Allen, N.L. Bindoff, F.-M. Bréon, J.A. Church, U. Cubasch, S. Emori, P.
Forster, P. Friedlingstein, N. Gillett, J.M. Gregory, D.L. Hartmann, E. Jansen, B. Kirtman, R. Knutti, K. Krishna Kumar, P. Lemke, J.
Marotzke, V. Masson-Delmotte, G.A. Meehl, I.I. Mokhov, S. Piao, V. Ramaswamy, D. Randall, M. Rhein, M. Rojas, C. Sabine, D. Shindell,
L.D. Talley, D.G. Vaughan and S.-P. Xie, 2013: Technical Summary. In: Climate Change 2013: The Physical Science Basis. Contribution of
Working Group I to the Fifth Assessment Report of the Intergovernmental Panel on Climate Change [Stocker, T.F., D. Qin, G.-K. Plattner,
M. Tignor, S.K. Allen, J. Boschung, A. Nauels, Y. Xia, V. Bex and P.M. Midgley (eds.)]. Cambridge University Press, Cambridge, United
Kingdom and New York, NY, USA. pp. 58-59.
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The corresponding estimates on greenhouse gas emissions per unit of GDP (emissions
intensity13) contained in this iNDC, using GTP-100 (IPCC AR5), are as follows:
Compared to 2005, the estimated reduction in terms of emissions intensity in
2025 is 70% and in 2030 is 79%. This iNDC represents a substantial reduction of
48% in terms of emissions intensity in 2030, compared to 2012 estimates. In the
period 2004-2012, Brazil's GDP increased by 32%, while emission levels
dropped 61% (GTP-100; IPCC AR5).
Finally, adopting GTP-100 (IPCC AR5), estimates of per capita emissions are as follows:
Per capita emissions decreased from 11.9 tCO2e in 2004 to an estimated 4.3
tCO2e in 2012. Brazil's per capita emissions will decline further to an estimated
4.4 tCO2e in 2025 and to 3.7 tCO2e in 2030 under this iNDC.
The contrast between GTP and GWP estimates sheds light on the importance, for
analysis and policy making, of recognizing the predominant role of CO2 emissions in
temperature increase, thus avoiding overestimating of the effects of non-CO2
greenhouse gases with shorter lifetimes in the atmosphere, in particular methane.
HISTORICAL RESPONSIBILITIES AND EQUITY
Most of the current concentration of greenhouse gases in the atmosphere is a result of
emissions since the industrial revolution (the post-1750 period). Current generations
are bearing the costs of past interference with the global climate system, resulting from
human activities and consequent greenhouse gas emissions, primarily by developed
countries, during the last two centuries. Similarly, current human activities around the
world will affect the climate system over the next centuries.
In order to build a fair and equitable global response to climate change, it is therefore of
central importance to link cause (net anthropogenic greenhouse gas emissions) and
effect (temperature increase and global climate change).
The global mean surface temperature increase due to anthropogenic greenhouse gas
emissions is an objective criterion to measure climate change, serving the purpose of
establishing upper limits to prevent dangerous anthropogenic interference with the
climate system.
The specific and relative role of each actor’s emissions to global climate change can be
determined using the global mean surface temperature as an indicator. Each individual
actor’s contribution to temperature increase should take into consideration differences
in terms of starting points, approaches, economic structures, resource bases, the need to
maintain sustainable economic growth, available technologies and other individual
circumstances.
Establishing the series, in all sectors, of anthropogenic greenhouse gas emissions by
sources and removals by sinks allows the estimation of the relative share of total
13

tCO2e (GTP-100; IPCC AR5)/GDP (1000 US$2005).
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temperature increase attributable to an individual country. The relative responsibility
of a given country in relation to the global mean surface temperature increase can be
estimated with a high level of confidence. Hence, the marginal relative contribution to
the global average surface temperature increase is a relevant measure to evaluate
responsibility in the global effort to limit temperature increase to 2°C compared to preindustrial levels.
Brazil´s mitigation efforts are of a type, scope and scale at least equivalent to the iNDCs
of those developed countries most responsible for climate change. In view of the above,
and based on available tools, it is evident that Brazil’s iNDC, while consistent with its
national circumstances and capabilities, is far more ambitious than what would
correspond to Brazil´s marginal relative responsibility for the global average
temperature increase.

6
Comment Overview

Navigate to Table of Contents

Comment Overview

Navigate to Table of Contents

Observations on a private REDD project
in the state of Acre, Brasil
World Rainforest Movement
Study conducted by the Centro de Memória das Lutas e Movimentos Sociais da Amazônia1

An “exemplary” REDD policy
In 2007, the state of Acre, located in the southwest of the Brazilian Amazon region,
established the guidelines of its Policy for the Valuation of Environmental Assets, aimed at
“providing incentives for sustainable production chains” and guaranteeing the preservation of the
rainforest and its resources. Three years later, State Law No. 2.308 of 2010 created the
Environmental Services Incentives System (SISA).2 The system is described in official
documents as “a set of principles, guidelines, institutions and instruments” that seek to “promote
the maintenance and expansion of the supply” of the following “ecosystem services and
products”: I) sequestration, preservation, maintenance and increase of carbon stocks and
reduction of carbon flows; II) conservation of the natural beauty of the landscape; III)
conservation of socio-biodiversity; IV) conservation of water resources and services; V) climate
regulation; VI) enhancement of the cultural value and traditional knowledge of ecosystems; and
VII) conservation and improvement of the land3. The law foresees the creation of specific
programmes for each of these “environmental services”, to be established through specific
legislation for each of them.4 The law establishing SISA, however, included the creation of the
Programme of incentives for forest carbon-related environmental services (ISA Carbon
Programme), with the justification that this issue had already been the subject of “intensive
debate” by society in Acre, in addition to the fact that there were already well-established national
and international carbon markets associated with REDD (Reducing Emissions from Deforestation
and Forest Degradation) programmes.5
The ISA Carbon Programme created by the government of Acre is considered the most
advanced jurisdiction-wide REDD mechanism in the world.6 It is described as an ambitious
programme because it encompasses the entire state.7 Since it establishes a framework for the state
1 Centro de Memória das Lutas e Movimentos Sociais da Amazônia: http://lutasemovimentosamazonia.wordpress.com
This document forms part of the issue Nº 79 of "Biodiversity, livelihoods and cultures" magazine, jointly published
by GRAIN, World Rainforest Movement (WRM) and Friends of the Earth Latin America and the Caribbean
(ATALC) in December 2013.
2 The other programmes encompassed by the Policy for the Valuation of Environmental Assets are “regularization of
environmental liabilities”, “certification of sustainable properties”, “public, private and community forest
management”, “reforestation” and “restoration of degraded areas” (WWF, 2013).
3 http://www.ac.gov.br/wps/wcm/connect/fc02fb0047d011498a7bdb9c939a56dd/publicação_lei_2308_ling_
PT.pdf?MOD=AJPERES
4 Articles 29 to 34, Law No. 2.308/2010.
5 Before proposing the creation of an Environmental Services Incentives System, the government of Acre formulated
a programme aimed specifically at the carbon market, called the Payment for Environmental Services-Carbon (PESCarbon) Project. In its comments on the proposed project, the NGO Forest Trends recommended that the government
consider “a broad approach to PES, including hydrological and biodiversity services and instruments, rather than a
strict reliance on often volatile carbon markets.”
http://www.katoombagroup.org/rapidresponse/Comments%20Forest%20Trends%20Katoomba%20RRT%20%20Acre%20PSA%20Program.pdf
6 In Brazil, a national REDD strategy is still being defined. However, in addition to Acre, other states such as
Amazonas and Mato Grosso have begun designing their own REDD programmes. Some organizations promoting the
development of REDD programmes believe that the experience of Acre could serve as an example for programmes
emerging in other parts of the world (WWF, 2013).
7 Because it encompasses the entire state, the ISA Carbon Programme will supposedly not face the same problems as
1
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as a whole,8 ISA Carbon supposedly avoids the potential problems that can arise when REDD
pilot projects are implemented without standard baselines or the necessary institutions. This
approach was reportedly adopted by the government due to concerns over “the risks that REDD
mechanisms, as originally conceived, could pose to vulnerable sectors of the population in Acre,”
in recognition of the need to “take the initiative of regulating these activities which are beginning
to be implemented in many parts of the world without the due definition of responsibilities.”9
Not every aspect of the ISA Carbon Programme was predefined. Instead, it is being
developed through a series of sub-programmes and projects described in Article 16 of Law No.
2.308/2010 as “SISA planning instruments”. The sub-programmes, which are to be created and
regulated by the executive branch of the state government, may be thematic (targeted to specific
beneficiaries, including, for example, indigenous communities or “extractivist” communities such
as rubber tappers), geographic (targeting specific areas of the state), or a combination of the two.
Projects, in the meantime, will have a local scope within the sub-programmes, and may be
implemented with the direct involvement of government agencies or under the management of
private agents (in the latter case, they are categorized as “special projects”).10
In accordance with the law, these private projects must comply with the requirements of
the entities established to oversee participation, management, control and registration (defined in
Article 6 of Law No. 2.308/2010).11 This process includes the pre-registration of the project with
the Climate Change and Environmental Services Regulatory Institute (IMC); the application of
the IMC protocol on public consultation and free, prior and informed consent; and an
independent validation process (through voluntary socio-environmental certification systems
recognized by SISA) as well as validation by the State Committee for Validation and Monitoring
(CEVA).12
programmes with an “excessive focus on individual projects”. According to researchers at IPAM, one of the
organizations that supported the creation of SISA, “most REDD+ programmes are still a collection of REDD+
projects implemented in isolation from state and federal government policies and institutions.” Although they believe
that these projects “are important sources of innovation and the distribution of benefits on the ground, since they do
not depend on government bureaucracy to function,” they think that “the reduction of emissions throughout an entire
jurisdiction is difficult to achieve if it depends exclusively on individual projects.” As a result, “Acre should be
recognized for its decision to develop a jurisdiction-wide REDD+ programme instead of promoting the creation of
isolated forest carbon projects.” http://www.ipam.org.br/download/livro/Rumo-ao-REDD-Jurisdicional-PesquisaAnalises-e-Recomendacoes-ao-Programa-de-Incentivos-aos-Servicos-Ambientais-do-Acre-ISA-Carbono-/665
8 WWF, 2013. “ENVIRONMENTAL SERVICE INCENTIVES SYSTEM IN THE STATE OF ACRE, BRAZIL.
Lessons for policies, programmes and strategies for jurisdiction-wide REDD+”
http://assets.wwf.org.uk/downloads/sisa_report_english.pdf
9 “Sistema Estadual de Incentivos a los Servicios Ambientales de Acre, Brasil: Un abordaje jurisdiccional
subnacional de repartición de beneficios”.
http://web.catie.ac.cr/iufrolat/Trabajos/TC%20Amaral_Eufran/TC%202/TC%20Amaral_Eufran%202%20Sistema_E
stadual.docx
10 In accordance with Article 3, paragraph XIV of Law No. 308/2010, special projects are those “designed by private
entities and aimed at the implementation of actions not included in the sub-programmes”. They are undertaken by
private agents known as “proponents” who must take into account “the rights of ownership over the environmental
assets existing in the area, such as the carbon stored in forests”, as well as the “rights over the sale of these
environmental assets/services” (IMC, CARE, 2013).
11 These are the Climate Change and Environmental Services Regulatory Institute (IMC), whose original name
(Regulation, Control and Registration Institute) was changed by Complementary Law No. 222 of 2011; the State
Committee for Validation and Monitoring (CEVA); the Scientific Committee; and the Environmental Services
Development Company. CEVA is an entity created in the framework of SISA to “guarantee civil society participation
and monitoring of the implementation of the system’s activities.” IMC is responsible for, among other things, the
establishment of additional rules of SISA, the adoption and approval of project methodologies, as well as its preregistration and registration. To be considered an effective beneficiary of SISA, the "environmental services
provider" must be integrated with one of its programs, which occurs through the adoption of pre-registration and
registration of projects or plans of action. See Art. 4, 5 and 17 of Law No. 2308/2010.
12 (IMC, CARE, IMAFLORA, 2013). Regular reviews are also provided at least every five years. The project can
2
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The first private REDD project to be implemented in the state of Acre, the Purus Project,
is still at the registration stage. It was officially filed with the IMC in June 2012 (at the same
ceremony in which the government launched the first greenhouse gas inventory in the state of
Acre, on the eve of the Rio+20 Conference)13 and assessed by CEVA in August of the same
year.14 In early 2013, the Purus Project received double validation from the Verified Carbon
Standard (VCS) and Climate, Community and Biodiversity Standards (CCB Standards)15
international certification systems, the two main schemes used as “indicators of social and
environmental sustainability” on the voluntary carbon market. Finally, the project was included
on Code REDD’s list of projects, considered the best available REDD projects on the market due
to the high level of standards they have met.16
A forest conservation project
In its Project Design Document,17 the Purus Project is presented as a REDD initiative
aimed at mitigating deforestation pressures on 34,702 hectares of forested land in the
municipality of Manoel Urbano, located roughly 200 km from the city of Rio Branco, the capital
of Acre. The project’s proponents are the companies Moura & Rosa Empreendimentos
Imobiliários LTDA, CarbonCo18 and Carbon Securities.19 Moura & Rosa is the company that
officially owns the lands where the project is being implemented (two neighbouring parcels of
land, divided by the Purus River, known as “Seringal [rubber tree forest] Porto Central” and
“Seringal Itatinga”) and is primarily responsible for the management of the project and the
implementation of the activities planned. The other two organizations, based in the United States,
are responsible for initial financing, obtaining certification, and other tasks, such as translation
(most of the documents related to the Purus Project were originally written in English).
The project activities reportedly began in 2011, with meetings between its proponents
and representatives of the IMC and other public institutions in Acre. That same year, studies were
conducted to estimate the forest carbon stocks in the project area, with technical support from
TerraCarbon.20

lost accreditation at any time by BMI, if problems reported via the Ombudsman or by other forms are discovered.
13 The project was presented to the public at this event, in which participants included representatives of government
institutions and civil society organizations like WWF and IPAM. www.agencia.ac.gov.br/index.php/noticias/meioambiente/19792-acre-lanca-o-primeiro-inventario-de-carbono.html
14 On this occasion, CEVA conducted an “exercise to develop recommendations for the Purus Project based on SISA
socio-environmental safeguard indicators.” See the minutes of the 5th special meeting of the CEVA, August 30, 2012.
http://imc.ac.gov.br/wps/wcm/connect/d82dc28040d2269eadfdff9f690f3b4c/30.08.2012++Ata+da+5%C2%AA+reuni%C3%A3o+da+CEVA+extraordin%C3%A1ria+2012.pdf?MOD=AJPERES
15 http://www.climate-standards.org/2012/10/20/the-purus-project-a-tropical-forest-conservation-project-in-acrebrazil/ and https://vcsprojectdatabase2.apx.com/myModule/Interactive.asp?Tab=Projects&a=2&i=963&lat=8%2E994141&lon=-69%2E451007&bp=1
16 It should be noted that one of the members of the Code REDD steering committee is part of the team that is
structuring SISA in Acre. Beto Borges, who is also the director of the Communities and Markets Programme at the
NGO Forest Trends, participates in the Indigenous Working Group established by CEVA (Resolution No. 01 of 2012)
to “establish dialogue between SISA, indigenous communities and civil society on actions and programmes for the
implementation of SISA and to be the indigenous voice within SISA.” www.coderedd.org/redd-project/carboncopurus-project-acre-brazil/#.UlYYXFCsg7A
17 All of the information on the Purus Project in this study, unless otherwise stated, is based on documents from this
site (the Project Design Document and Project Implementation Report).
http://www.climate-standards.org/category/projects
18 CarbonCo (http://carboncollc.com) is a subsidiary of Carbonfund.org (http://carbonfund.org), a non-profit
organization that created the first “carbon free” label in the United States and is dedicated to “reducing the threat of
climate change by promoting cost-effective carbon reductions and supporting renewable energy, energy efficiency
and reforestation projects.”
19 The doing-business-as name of Freitas International Group, LLC (http://carbonsecurities.org)
20 http://www.terracarbon.com
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According to the Project Design Document, the “overarching objective” of the Purus
Project is to “generate sustainable economic opportunities for the local communities” and to
“implement social projects”, while mitigating deforestation and preserving biodiversity in the
project area. The creation of alternative income opportunities is considered necessary to reduce
the “pressure” exerted on the forest by the families living there. This so-called pressure on the
forest – resulting from subsistence agriculture and small-scale livestock grazing, viewed by the
project proponents as unsustainable practices – is the reason for which the 18 families living in
the project area (roughly 100 people) are classified as “deforestation agents”. It should be
stressed that the construction of this narrative of culpability is essential to grant legitimacy to a
conservation project whose creation could only be justified by the existence of an actual threat to
the forest.

View of Rio Purus, Acre - Purus Project area.

In a hypothetical future scenario for the area in question, the project proponents allege
that, if the project is not implemented, Moura & Rousa could convert a part of the forest to cattle
pastures (with the predicted clear-cutting of 20% of the area to accommodate 10,000 to 12,000
head of cattle) in addition to logging activity, in “full compliance” with Brazilian legislation. This
scenario, they say, would lead to the “systematic removal of all local residents,” who would join
the ranks of “the marginalized urban population, without qualification, education, nor
employment.” Without the project, the local community would not have “secure and legal title to
land” and the families could “legally be removed” from the property owned by Moura & Rosa.
This is how the proponents of the Purus Project seek to demonstrate that the local residents living
in the project area would be the main beneficiaries of its implementation: they would no longer
face the risk of being evicted from the land, they would have access to sustainable production
techniques, they would receive a small supplement to their household income21 and they would
21 According to the Project Design Document, at the end of the fifth year, the community will start to receive from
Moura & Rosa a small share of the payments for ecosystem services, as a result of their assistance in achieving the
social and environmental goals of the Purus Project. The proportion of revenues to be given to the families will be
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benefit from various “social projects”. Among these social projects, the document highlights the
building of a primary school (with five separate rooms, one for each grade, as well as a library
and cafeteria), and a health centre that will provide preventive and curative medicine, as well as
dental care. The project also includes the provision of agricultural extension training and the
building of new houses (for the families who join the project).
According to the designers of the Purus Project, the communities living within its area of
impact had the opportunity to discuss the project in detail throughout 2011 and 2012. They
demonstrated interest in the possibility of an alternative source of income, but also expressed
concerns over the monitoring and control of their activities. Given the fact that the local families
are viewed by the project as agents of deforestation, as mentioned above, their apprehension
certainly appears to be justified, particularly since one of the responsibilities of Moura & Rosa is
the monitoring of the project area (through both aerial and land patrolling). A company
representative will be posted in the area with the task of immediately reporting any indication of
deforestation, fire, encroachment by outsiders, and illegal logging or poaching.22 The project
document also stipulates that infractions are to be reported to the Military Police in Manoel
Urbano and that the appropriate legal steps are to be taken to initiate the due process of criminal
law against the “violators”.
Threats to the land rights of the community affected by the project
In the documents related to the Purus Project, there is no detailed description of the
history of the occupation of the land where the project is being implemented. This serves to hide
the fact that the families affected by the initiative have lived in the area for more than 70, 60 or
40 years (having settled in the area at different points in time). It is mentioned, however, that the
local community includes “generations of children, parents and grandparents”. But there is no
mention of the important fact that the ancestors of the members of this community (and even
some of the oldest members of the community today) were rubber tappers, whose arrival in the
region is tied to the migration flows that significantly shaped the social history of the Brazilian
Amazon.23 Nor is there any recognition of the fact that when the rubber industry entered into
crisis, the rubber tappers who continued to live on the Itatinga and Porto Central plantations,
following a widespread pattern seen throughout the Amazon region, began to seek out their own
means of livelihood, through activities like hunting, fishing and harvesting other rainforest
products, like nuts. They also began to practice subsistence farming and small-scale livestock
raising, selling any surplus production, which tended to be limited.
This “agro-extractivist” population in the Amazon region has always been in a
vulnerable situation with regard to their rights over their territories. When the agricultural frontier
began to advance towards the region, particularly from the 1970s onwards, it sparked an
intensification of land conflicts in this region of Brazil. “The land, which seemed vast, abundant,
endless, suddenly took on another social face, (…) another historic dimension” – it became
necessary to have a piece of paper, a document, a title, a deed, some form of proof, in order for

tied to the preservation of forests within the area of land that Moura & Rosa recognizes as belonging to each of them
(see the observations on land titling, below).
22 The project does not define illegal poaching and logging, leaving room to interpret that hunting or logging without
the authorization of the landowners is considered an infraction that should be reported as a crime.
23 During the time when rubber tapping was the most important economic activity in this region of the country, work
on the rubber plantations, largely carried out by men from the Northeast region of Brazil, was characterized by a
brutal regime of exploitation. As described by Eduardo Galeano, “Not only fevers awaited them in the jungle, but a
work regime very similar to slavery. The pay was in kind – dried meat, manioc flour, lumps of unrefined sugar,
aguardiente – until the rubber worker paid off his debts, a miracle that rarely occurred. (…) The illiterate
Northeasterners were at the mercy of the administrators' conjuring tricks with the ledgers” (Galeano, 2004, p. 119).
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possession to be ownership24. In those years, thousands of rubber tappers were forced out of the
tropical forests of Acre, in order to convert the forests into large landholdings for cattle ranching.
In reaction to this violent process of expropriation, the rubber tappers organized and waged an
important struggle for agrarian reform in the Amazon. More than 20 years after the murder of
Chico Mendes, a world-renowned leader of this movement, the Purus Project portrays itself as the
“materialization of his dream”, a demonstration that this struggle was not waged in vain.
However, everything seems to indicate that for the communities living on the former Itatinga and
Porto Central rubber plantations, the project represents just the opposite: the continuation of the
same old process of expropriation and expulsion, resulting from the advance of capital on the
Amazon region, which Chico Mendes opposed throughout his entire life. The main difference is
that, in the past, it was clear to everyone that the big cattle ranches established in Acre were a
threat to the forests. Today, with REDD projects, it is the agro-extractivist workers who are
considered “environmental criminals”, while foreign investments (tied to polluting companies)
are cast in the role of “saving the Amazon” in search of “a better world”.
Therefore, the so called “green economy” -umbrella concept used to define these “green”
projects- continue creating, for the occupants of the region, the same problems that the expansion
of the agricultural frontier has been causing for decades, and pose the same risk of exacerbating
land conflicts. In the case of the Purus Project, despite the apparent willingness of those who
claim to be the owners of the land to “allow” the current occupants to continue living in the area,
the restrictions that they attempted to impose on the traditional practices of the community gave
rise to a confrontation that has yet to be resolved between the occupants of the land and the
owners of Moura & Rousa. The local community members do not accept the proposals put
forward by the project proponents because they consider them to represent harmful interference
with their way of life, which they want to preserve. And even the alleged guarantee of “land
titling” stuck into the project is problematic.
Since the majority of the families have lived in this area for more than 20 years, they
would have the right, under Brazilian legislation, to be made owners of the land through
usucaption (the acquisition of the title or right to property by the uninterrupted possession of it for
a certain term prescribed by law). The Project Design Document recognizes this possibility but
argues that, in order to gain ownership of the land, the occupants would need to have their right to
it declared in court by a judge. The project proponents cannot claim to be unaware of the fact that
this community faces obstacles in accessing the justice system in search of the recognition of
their rights. It is an unequal competition, given the economic capacity of the parties involved. An
observation made by Ianni (1981, p. 191) seems to apply, to some degree, in this case:
“Apparently the federal and state legislation on access to land ownership, the regularization of
ownership of occupied lands and the redistribution of land is geared to protecting the occupant,
whether longstanding or recent. In practice, however, this legislation is manipulated by lawyers,
judges or officials in favour of agribusiness companies. The occupant is often illiterate, isolated
in the forest, far from urban centres. (…) Large landholders can use a lawyer or a technician to
deal with the paperwork and officials in order to gain legal ownership of the land. (…)
Landholders exert constant pressure in various ways on the occupants. The antagonism between
them unfolds on various levels, and through different forms of mediation, but generally it is the
occupant who is in a disadvantaged position. (…) For the occupants, it is difficult to find a lawyer
to defend them in court, because in addition to their meagre resources, the power of corruption
held by opposing groups with an interest in the land almost always prevails in the end, and the
occupants, at best, receive derisory compensation.”
Nevertheless, in order to resolve an ongoing conflict with the local community, Moura &
Rosa will recognize for each family, whether they voluntarily join the Purus Project or not, the
24 IANNI, 1981.
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right to an area of 100 hectares (in the case of those who have put over 100 hectares “under
productive use”, they “will receive the full area that has been deforested”). Considering that the
community is not only interested in the deforested areas, because they also use the forest, and that
they have traditionally occupied areas larger than the 100 hectares stipulated, the proposal does
not serve their interests and does not represent the fulfilment of their rights.25
The presentation of the Purus Project to the community affected
In our initial contact with the families living on the former Itatinga and Porto Central
rubber plantations, during a field visit in August 2013, we came up against a certain degree of
mistrust, based on their suspicion that our team of researchers was gathering information in order
to pass it on to the Purus Project proponents. Once we had allayed these fears, the first people
who agreed to speak with us clearly expressed their disagreement with the approach adopted by
the representatives of Moura & Rosa in their relations with the community. We heard numerous
stories that demonstrated a lack of respect for their rights and the attempt to overcome their
resistance to the project with promises for which no guarantees were duly provided.
In 2011, some of the families signed a “Memorandum of Understanding” that was meant
to be used as proof of their willingness to join the project. This document, however, was “not a
culturally appropriate method for community engagement,” according to the Climate,
Community & Biodiversity Alliance (CCBA) project validation audit team, because of the
difficulties that members of the community would face in interpreting its text.26 The tenor of the
memorandum and the way in which it was presented to the local community demonstrate the bad
faith of those who drafted it. The testimony of one of the people who signed it makes this clear:
“I asked if the document was detrimental to me. He [the representative of Moura & Rosa] said
that it wasn’t, that I could sign it. It was just insurance for us, that we were going to benefit.”27
The memorandum, however, is aimed at the recognition of the company as the owner of the lands
in the project area, and could be used as evidence against the occupants if they were to legally
seek ownership through usucaption at some point. After the negative evaluation of the
memorandum by the audit team, Moura & Rosa hired a consultant to visit the community
affected, allowing the community members to verbally express their desire to join the project.
With the adoption of this measure the project was judged eligible for “gold level” validation in
accordance with the CCBA’s standards.
The Project Design Document for the Purus Project states that as of April 2012, the
majority of community members had expressed their support for the initiative. When we visited
the community in August 2013, therefore, it surprised us to discover that not only were the
majority of occupants opposed to its creation, but they also believed that the project would not be
implemented if it did not have their consent. They could not even imagine that the credits
generated from the carbon stored in their forests were already being sold in the United States.28
Based on our visit to the families affected, it became clear that they were not provided with
25 It is important to stress that, as Ianni (1981, p. 132) points out, “the size of the area of land occupied in the
Amazon is a secondary matter. A small landholding in this region is not the same thing as a small landholding in
other parts of the country.”
26 “It is not appropriate to ask people to sign a document that they cannot read.” Final CCBA Project Validation
Report, January 2013, p. 64, conducted by SCS Global Services (http://www.scsglobalservices.com).
27 Field trip, August 2013.
28 In April 2013, CA Technologies, a U.S.-based IT company, announced that in partnership with Carbonfund.org, it
had selected the Purus Project as one of two projects chosen to offset the carbon emissions associated with CA World
2013, a conference to be hosted by the company in a Las Vegas casino and resort. In a press release, the project is
described as providing “sustainable economic opportunities and improved water and soil quality for the local
population.” This is clearly false propaganda aimed at U.S. consumers. http://www.ca.com/us/news/PressReleases/na/2013/CA-Technologies-Commits-to-Carbon-Neutral-CA-World-2013.aspx
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sufficient and adequate information about the Purus Project, its impacts, and its medium- and
long-term consequences as a result of their initial resistance to the project, the potential
restrictions on land use had still not been put into effect.
During almost three years of the project implementation, not a single meeting had been
held with the entire community in attendance. The proposals were presented to each family
individually, and as a result, each had different information to relate. Even the occupant who is
considered to be the main supporter of the project (if not the only one) did not appear to have full
knowledge of its objectives and significance. His agreement is based on vague hopes of an
improvement in his living conditions. Clearly, the fact that he is the most recent occupant of the
area and has no family ties with the other community members places him in a position of
relative isolation, which would be compensated by the support of those who present themselves
as the owners of the land. It appeared to us that the relationship he has established with the
representatives of Moura & Rosa has even further distanced him from the rest of the families and
creates the potential for conflict within the community.
Monitoring of the Purus Project by local authorities and institutions
As mentioned earlier, the main social benefits for the community generated by the
project would be the building of a school and a health centre that would also offer dental care.
However, most of the costs of keeping these promises would fall on the public authorities, who
would be responsible for paying the salaries of the teachers and doctors working in these
facilities. The local authorities in the municipality of Manoel Urbano have at no time expressed
their willingness to assume these obligations, nor are they in a financial position to do so.29 As of
August 2013 – when we conducted our field visit in order to prepare this report – the current
administration of the town hall and members of the municipal council had no knowledge of the
main details of the Purus Project. This is due, in large part, to the fact that the project document
was originally written in English, and not adequately translated into Portuguese, which has made
its dissemination among the local authorities difficult.
The interviews conducted during our field visit, combined with comments made by
Brian McFarland, the project developer for the Carbonfund.org Foundation – “The state of Acre
helped us immensely when it came to discussing forest carbon inventories, giving guidance on
how to structure the project baseline and grievance mechanisms, among a lot of other issues. Add
to that the fact that they’re working with VCS and other states that could facilitate the market and
purchase these credits – and it demonstrates how dedicated they are”30 – lead us to conclude that
the project proponents have established a much closer relationship with the state government than
with the local municipal government. As previously mentioned, the Purus Project was preregistered by the IMC, in June 2012, at an official event covered by the press.31 It has already
gone through the process of independent validation (by the CCBS and VCS) and assessment by
the CEVA during a meeting to determine “the fulfilment of socio-environmental standards in the
first environmental services project in Acre in the framework of SISA”.32 Whatever the
conclusions of this analysis were (we did not have access to them), one thing that is certain is that
29 The community already has a school, which was built by the community members themselves. There is only one
teacher, paid by the municipality, to teach children of different ages. The teacher is also responsible for cleaning and
preparing snacks. There is neither a health centre nor doctors. In August 2013, there was just one health professional
in the municipal seat. This is an ongoing problem in towns and cities in the interior of northern Brazil. It is clear that
the benefits promised by the project are nothing more than propaganda aimed at the international public, who are
unaware of the local reality.
30
http://www.ecosystemmarketplace.com/pages/dynamic/article.page.php?page_id=9564&section=news_articles
&eod=1
31 See note 12.
32 See note 13.
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this information was not passed on to the community. The meeting was attended by the
coordinator of CEVA and a representative of the Amazon Working Group (GTA), an organization
that forms part of the REDD Observatory, a mechanism created to monitor the implementation of
REDD initiatives in Brazil.33
Thus, even if the project has not reached the final SISA registration stage, this does not
mean that it has not been endorsed by these agencies of the system to proceed with its
implementation. The former chair of the IMC, who occupied the position until August 2013, went
so far as to express public support for the Purus Project, declaring that it would be proof that “it is
possible to promote the growth of the forest, while ensuring the rights of traditional
inhabitants.”34 These institutions have also had the opportunity to make observations “in situ” in
the project area. According to the Project Implementation Report, an IMC representative has
participated in these site visits. In the meantime, our interviews with the families living on the
Itatinga and Porto Central plantations revealed that they were not even aware of the existence of
the IMC or the SISA Ombudsman’s Office, the agency to which they are supposed to direct any
complaints about the project.35

First hearing on Purus Project at Manoel Urbano, August 2013.
Those community representatives who oppose the project are raising their hands.

Between August and September 2013, the community organized two meetings, which
were attended by representatives of almost all of the families in the project area. The first meeting
was held in Manoel Urbano, in the Municipal Chamber, with the participation of the mayor of the
municipality and the president of the Rural Workers Union (STR). The second was held in Rio
33 Created with support from the Ford Foundation and Avina, the REDD Observatory
(www.observatoriodoredd.org.br) is comprised of organizations including WWF, TNC, IMAZON, IPAM,
IMAFLORA, IDESAM and Forest Trends, among others. It is described as an instrument for social participation and
control, created to “monitor REDD policies in Brazil.” Nevertheless, its website offers very little information on the
Purus Project, the first private REDD project in Acre, the state with the most advanced jurisdiction-wide REDD
mechanism in the world, in which a number of these organizations are actively involved. It would appear, therefore,
that the observatory is not adequately fulfilling its objective.
34
http://portalimprensa.uol.com.br/noticias/prnewswire/34445/pela+primeira+vez+proyecto+redd++no+
estado+do+acre+brasil+recebera+dupla+validacao+vcs+ccbs
35 This office is still not fully functioning, as it was the last SISA entity to be created.
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Branco, at the headaquarters of the Federation of Rural Workers (FETACRE), and was attended
by an IMC representative and the SISA ombudsman. Although this meeting was abruptly
interrupted, due to the news of the death of a community member, it can still be assumed that the
SISA institutions had the opportunity to hear directly from the people affected by the project that
they have no interest in its implementation. If the goal of the government of Acre, when creating
SISA and the ISA Carbon Programme, was to take responsibility for ensuring that the risks
associated with REDD projects would be avoided in Acre,36 then that goal has yet to be reached.
It remains to be seen what measures will be adopted now that the community’s position has been
made public. Will the Purus Project be registered under SISA, or will changes be demanded,
despite the validation the project has already received?
Who will be responsible for dealing with the problems?
Organizations that promote REDD projects frequently repeat the claim that these
projects offer new opportunities for actions to combat deforestation while helping to ensure the
rights of traditional communities over their territories, as long as the projects are correctly
implemented and adequately monitored. This last proviso is not a minor detail, as it can end up
being used as a “way out”, a means of protecting the proponents of this mechanism from any
blame or responsibility for the negative impacts of REDD projects.
A series of international, national and state-level initiatives (which inevitably stress the
“magic words” of civil society participation, monitoring and control) have emerged for the
definition of criteria, principles and parameters that will supposedly contribute to the
establishment of adequate regulatory frameworks and the identification of the highest quality
projects. By praising the virtues of civil society – with neoliberal-inspired disdain for the
“inefficiency” of the state – these strategies, instead of strengthening public control over projects
that impact on the basic rights of the population, actually contribute to its weakening.
The issue of territorial rights in the Amazon is not merely a problem of “land titling” that
can be dealt with by well-designed projects. The struggle for land demands structural reforms and
can often turn violent.37
In areas where projects attempt to interfere with the way of life of local communities,
what is needed is a greater presence of public institutions, to guarantee their rights and the
provision of basic services like health and education. Despite the most convincing efforts of the
complex alliances built by NGOs, governments and corporations38 to create the impression of the
existence of external control over these projects implemented within the borders of the Amazon,
36 “Sistema Estadual de Incentivos aos Serviços Ambientais do Acre, Brasil: Uma abordagem jurisdicional
subnacional de repartição de benefícios”.
http://web.catie.ac.cr/iufrolat/Trabajos/TC%20Amaral_Eufran/TC%202/TC%20Amaral_Eufran%202%20Sistema_E
stadual.docx
37 The potential for conflict is present in other regions of the state of Acre where new private REDD projects are
being developed, such as a project being created in the Cruzeiro do Sul region, on the former Russas and Valparaíso
rubber plantations, designed by the same project proponents as the Purus Project (CarbonCo and Carbon Securities).
There is a well-documented history of tensions and rights violations in this region. For more information, see the
following studies by Gerson Albuquerque: “Cultura, trabalho e lutas sociais entre trabalhadores agroextrativistas do
rio Valparaíso na Amazônia acreana”. Nera, 7(5), Aug.-Dec. 2004; “Trabalho compulsório, poder e transgressão no
rio Valparaíso – Alto Juruá – Amazônia brasileira. 1980-90”. Estudos Amazônicos, V(1), 2010, p. 193-221;
“Natureza, cultura, poder e violência no vale do Juruá – Acre”. Proyecto História, São Paulo, 23, Nov. 2001.
38 The Climate, Community & Biodiversity Alliance (CCBA), a partnership led by NGOs such as CARE, TNC, the
Wildlife Conservation Society and the Rainforest Alliance, for example, receives donations from corporations like
BP, Hyundai and Intel, among others. The CCBA and CARE are the international secretariat of the REDD Social and
Environmental Standards Initiative, in which a representative of the government of Acre also participates. In
addition, CARE, in partnership with the IMC and IMAFLORA, developed the SISA Safeguards Monitoring Manual,
officially launched in August 2013 (http://imaflora.blogspot.com.br/2013/08/entidades-lancam-manual-de.html).
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they are no substitute for the capacity of public institutions responsible for preventing the
violation of rights and the exacerbation of land conflicts (the justice system, institutions
responsible for agrarian reform, etc.).
The experience of the Purus Project demonstrates this. Although various control
mechanisms have been created within the framework of SISA, the most basic measures have not
been adopted: the community was not informed of its rights and did not receive appropriate legal
assistance. Based on this and other examples, it is clear that REDD projects deepen existing
problems in the region and create new difficulties in the struggle of traditional communities to
remain in their territories. And this situation is even further aggravated by the current context of
political retrogression in the struggles for agrarian reform and the demarcation of indigenous
lands in Brazil.
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CLIMATE CHANGE AND THE GREEN ECONOMY: WHAT IS
BEING DONE IN THE NAME OF CLIMATE CHANGE?
“They use the issue of global warming as psychological terror in people’s heads, as if rubber
tappers preserving the forest alone was enough to resolve the world’s climate problem. Last
year, I told a prosecutor on environmental issues that I understand that the climate is changing,
but it’s not by forcing us, traditional people, to stop growing our subsistence crops, for which
we only burn once a year, that you’re going to solve the problem.
The impact of the Bolsa Verde (Green Grant) program is the loss of all the rights the peoples
have as citizens. They lose all control over their territory. They can’t grow anything. They can’t
do any of their regular daily activities. They only receive a grant to just sit there watching the
forest, without being able to do anything. This takes away a human being’s true meaning of life.”

Winnie Overbeek

Dercy Teles de Carvalho Cunha, President of the Sindicato dos Trabalhadores Rurais de Xapuri
(Xapuri Rural Workers Union) and settler on the Seringal Boa Vista
(Boa Vista rubber reserve), 2013

5

Comment Overview

Navigate to Table of Contents

Google Earth

1. INTRODUCTION

Located in the southeastern corner of the Northern region of Brazil, the state of Acre is considered a world leader in the implementation of green
economy policies and mechanisms.

T

he state of Acre is known as a reference point in
the development and implementation of the green
economy in Brazil. This process involves discussions
on the creation of a national carbon market, legislative
proposals, Payment for Environmental Services (PES)
projects, Reducing Emissions from Deforestation and
Forest Degradation (REDD), and environmental stock
exchanges (such as the “Bolsa Verde” or “Green Market”
in Rio de Janeiro). Located in the Brazilian Amazon, Acre
is cited by conservation organizations and governments
from various parts of the world for its ‘excellence’ in
creating harmony between economic development and
environmental preservation, and as a prime example of
how green markets can strengthen the forest peoples’ way
of life.

The System of Incentives for Environmental Services
(Sistema de Incentivos aos Serviços Ambientais, or SISA),
established by law in 2010 as a result of the ISA Carbon
Program (Programa ISA Carbono in Portuguese) is
considered the most advanced jurisdictional REDD
program on the planet, with the potential to provide
key lessons for other REDD and PES regimes. The SISA
was the result of the Policy for the Valuation of Forest
Environmental Assets (Política de Valorização do Ativo
Ambiental Florestal, PVAAF), whose objective is to
establish a low-carbon economy. It is complemented by the
state’s forest management policy, which is also considered
a model for the environmental management of forests.
It is worth recalling that Acre is a pioneer in forestry
concessions and operations in Brazil. Based on promises
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of environmental conservation and income generation,
the Sustainable Forestry Management program (Manejo
Florestal Sustentável, or MFS) aims to promote “sustainable
development, environmental conservation, the rational use
of natural resources, poverty reduction, and the creation
of a forestry-based economy”, according to the state
government (BRASIL, 2013).
However, a group of social organizations and collectives
from Acre question this policy, as they have identified
negative socio-political, economic and environmental
impacts, with specific impacts on traditional peoples and
their territories. Recognizing the role of the Rapporteur
on the Human Right to the Environment (Relatoria do
Direito Humano ao Meio Ambiente, or RDHMA) in the
investigation of human rights violations and in engaging
with government bodies, these collectives denounced the
following problems before the RDHMA: (1) violations
of the right to land and to territory, and (2) violations
of the rights of populations in demarcated territories.
Both types of violations are the result of the green economy
policies and programs implemented in the state.
In the months of September, November and December
2013, the RDHMA conducted two field visits for its factfinding and advocacy mission in order to obtain a better
understanding of the legislation, green economy mechanisms
and projects, and their impacts in the state of Acre.
The RDHMA is a member of the National Rapporteurs on
Human Rights1 , a Brazilian civil society initiative established
in 2002 by the Brazilian Platform of Economic, Social,
Cultural and Environmental Human Rights (Plataforma
Dhesca) as a tool for increasing the enforcement of human
rights in Brazil. Plataforma Dhesca is a network of civil
society organizations that carries out actions to promote
and defend human rights, as well as advocacy to obtain
redress for human rights violations. The Rapporteurs’ work
is to diagnose, report on and recommend solutions for
rights violations identified by civil society. They conduct in
loco missions to investigate the denunciations they receive
and, with the goal of supporting demands for redress for
the violations, they undertake initiatives to engage public
authorities and other entities involved in the conflicts.

1 Besides the RDHMA, the project has another four national thematic
rapporteurs: the human right to education; the human right to land,
territory and food; the human right to the city; and the human right
to health.

The Rapporteur chose the mission to Acre as an emblematic
model for investigating, giving visibility to and addressing
environmental and social rights violations resulting from
projects and processes that public authorities consider
important for national development. In this case, the goal is
to investigate the State and the business sector’s responses to
the undeniable environmental, social, economic and political
breakdown brought on by this kind of “development”—that
is, by what is known as the “green economy”. The proposals
and debates on the green economy emerged strongly in the
context of the United Nations Conference on Sustainable
Development (UNCSD), Rio+20, held in June 2012 in
the city of Rio de Janeiro. The importance of this issue is
linked to the fact that the green economy and the so-called
environmental services have been consolidating their place
on the list of priorities of the development model for Brazil
and especially the state of Acre.
The United Nations Environment Program (UNITED
NATIONS, 2011) defines the green economy as one that
promotes improved human well-being and social equity,
while significantly reducing environmental risks and
ecological scarcities. The three pillars of the green economy
are the reduction of carbon emissions, the efficient use
of natural resources, and social inclusion. While there
are controversies over this and other definitions, market
instruments and processes that put a price on nature - like the
carbon market, environmental services, REDD, and “green”
technologies—are prevalent in government and corporate
actions. Defined as “a set of principles, guidelines, institutions
and instruments capable of providing an adequate structure
for the development of an innovative economic sector for
the 21st century: [one based on] the economic valuation
of environmental preservation by providing incentives for
ecosystem services”, SISA shares this approach, which is
often called the financialization and commodification of
nature. It also seeks to strengthen a “market for standing
forests” (BRAZIL, 2010a). To achieve these ends, the
government seeks opportunities on the international carbon
market—like the California-Acre-Chiapas agreement, for
example - and other potential markets in the country, such
as the “green stock markets” in Rio de Janeiro and São Paulo.
To understand the SISA and REDD projects currently
underway in Acre, it was necessary for the Rapporteur to meet
the communities involved in sustainable forest management
(SFM) in the state. The Rapporteur first realized that there
was a relation between the two processes when it noted that
the discourse on the success of forest management policies,
7
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which is a policy to support the development of a forestrybased economy, was being used to give greater legitimacy to
the SISA and the logic behind environmental services. This
was intended to increase the confidence of the “promoters,
investors, providers and beneficiaries of environmental
services”. Furthermore, among the environmental services
deemed as important for Acre, one finds not only the
reduction of carbon dioxide emissions, but also conservation,
sustainable forest management, and the maintenance and
expansion of forest stocks. Therefore, in addition to finding
out more about the “pioneering” management projects
to understand the living conditions and struggles of the
traditional communities in the state, it was also necessary to
further our understanding of the relationship between forest
management and the SISA. This relation became clearer
during the fieldwork as mentioned below.
From a socio-environmental point of view, it is important
to consider, in the first place, considerations put forward by
actors who engage in the environmental debate from a socioenvironmental justice perspective. One such actor is the
Brazilian Network of Environmental Justice (Rede Brasileira
de Justiça Ambiental, or RBJA for its acronym in Portuguese),
which is also one of the RDHMA’s collaborators. One of
the aspects RBJA questions is the enormous contradiction
between environmental destruction and social inequality,
on one hand, and market solutions, on the other. RBJA
affirms that one must bear in mind that environmental
degradation and the social problems it generates are linked
to the logic of the market itself, which strives to accumulate
capital at the expense of environmental preservation and
the peoples’ rights. Meeting the urgent need to debate the
relation between society and nature is even more complex
and challenging when the logic of the market sees nature as
merely a source of carbon stocks and other “services”, and
reduces people with rights to suppliers or buyers of services.
Acre was also chosen due to the denunciations presented by
local and national groups on rights violations resulting from
green economy projects. These groups include: the Conselho
Indigenista Missionário (Indigenous Missionary Council,
CIMI); the Federação do Povo Huni Kui do Acre (Federation
of the Huni Kui People of Acre, or FEPHAC); the Movimento
Indígenas Unificado (Unified Indigenous Movement, or
MIU) from Acre; the Núcleo de Pesquisa Estado, Sociedade
e Desenvolvimento na Amazônia Ocidental (Center for
Research on the State, Society and Development in the
Western Amazon Region, or Nupesdao); the Universidade
Federal do Acre (the Federal University of Acre, UFAC); the

Sindicato de Trabalhadores e Trabalhadoras Rurais de Xapuri
(Xapuri Rural Workers Union); the Brazilian Network on
Multilateral Financial Institutions (Rede Brasil); Friends of
the Earth Brazil; and the World Rainforest Movement.
The Mission’s objectives were to establish a dialogue
with social organizations on the green economy and the
protection of and respect for economic, social, cultural and
environmental rights; to investigate, identify, disseminate
information on and engage state bodies in relation to
administrative, political and legal mechanisms that are
capable of preventing or remedying human rights violations
verified on site; and to give national and international
visibility to the potential and actual violations investigated.
The mission team consulted secondary sources produced
by state and business entities, funding institutions, civil
society organizations, and research institutes. It also
conducted field visits to directly affected areas, and interviews
with representatives of the government of Acre. Secondary
sources served to further the Rapporteur’s knowledge on
the local situation and to situate it in the national and global
context. Important information gathered from the daily
experience of popular educators, human rights defenders,
and community leaders from the region was crucial for
the elaboration of the Mission’s conclusions. Furthermore,
the RDHMA established dialogues with a variety of actors.
Even so, it should be highlighted that the Rapporteur chose
to valorize and legitimate the testimonies and experiences
of social groups that have been historically excluded from
decision-making process and therefore face greater difficulty
in having their complaints and demands heard, understood
and met by the State and society.
The mission’s field agenda was established according to
the following criteria: to understand the different modes of
sustainable forest management (SFM), including community
forest management and corporate forest management; to
analyze SISA and REDD projects in the territory; to find out
more about the situation of the indigenous peoples; and to
identify the specific impacts of the green economy.
The main problems found are related to the existence
and deepening of territorial conflicts, both in territories
already controlled by communities and local peoples and
those subject to uncertainty around land tenure. These
conflicts, in turn, affect the communities’ capacity to
guarantee their livelihoods, as well as the preservation
and promotion of their culture and identity. Territorial
uncertainty due to the lack of legal recognition of their
ownership of the land is one of the grave vulnerability
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The green economy projects were not designed by the traditional peoples and communities, and satisfy the interests of the dominant
economic system.

factors affecting the communities and peoples the
Rapporteur visited.
This situation in itself represents a violation of the
international human rights treaties and conventions that
established mechanisms to guarantee the traditional and
indigenous peoples’ right to land, housing and property,
and to preserve their culture and identity, such as
Convention 169 of the International Labor Organization
(ILO), for example. It also implies a failure to comply
with the objectives of national policies on the protection
of the rights of traditional and indigenous peoples—like
the National Policy for the Sustainable Development of
Traditional Peoples and Communities (Política Nacional
de Desenvolvimento Sustentável dos Povos e Comunidades
Tradicionais, PNPCT). This policy guarantees these
peoples’ “access to the resources they traditionally use
for their physical, cultural and economic reproduction”.
Other such policies include the National Human Rights
Program—32 and article 225 of the Federal Constitution
of 1988. These agreements and policies are also violated
when the consultation process on the government
programs mentioned here, like the SISA, are insufficient
and therefore do not guarantee the population’s right to
“active and effective participation” in decisions “that affect
their lives directly” (BRASIL, 2010b, p.36). Some of the
interviewees—at least the ones who reflect critically on the
process—attested to the inadequacy of the consultation
processes.

2 The “3” in the name refers to the third version of the program.

It is also worth pointing out that conflicts related to
the green economy are sources of insecurity, tension and
violence, which may even threaten the physical safety of
indigenous leaders, activists and members of civil society
organizations. One example is the attacks denounced before
the Rapporteur. According to the denunciations, break-ins
at the social organizations’ offices—which generate physical
and political insecurity among the organizations’ members
—are in response to their criticisms of the green economy
and its effects on territories. In 2013, the Comissão Pastoral
da Terra (Pastoral Land Commission, or CPT) had to close
its office in the city of Rio Branco because of break-ins.
In September and October 2014, CIMI was the target of
theft and vandalism on two occasions. During the attacks,
computers and security files were taken, equipment
was destroyed and library documents were burnt. If the
relation between these acts and their work to question the
green economy is confirmed, it means that these cases are
violations of political and civil rights. This demands that
the State and public authorities take measures to protect
these groups and their activists and professionals. To avoid
the risk of compromising democracy and to prevent more
extreme situations from arising, these measures must be
addressed urgently.
A preliminary summary of the Rapporteur’s main
observations from its mission to Acre are presented below.
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2. SUSTAINABLE FOREST MANAGEMENT

“MANAGEMENT MEANS CHOPPING THE FOREST DOWN.”
Winnie Overbeek

Inhabitant of the Antimary State Forest, 2013

Rather than guaranteeing traditional peoples’ right to the land, the government of Acre has prioritized forest management practices.

“With forest management, I’m left with no money and
a forest gone to ruin.”
Rubber Tapper 1, Porto Dias Agroextractivist
Settlement Project, 2013

“Forest management is for engineers. Rubber tappers
extract rubber and know how to sell it. They harvest
nuts and know how to sell them, but not wood.”
Rubber Tapper 2, Porto Dias Agroextractivist
Settlement Project, 2013

“This is not sustainable. Nuts and rubber
are sustainable.”
Farmer from the Chico Mendes
Agroextractivist Settlement Project,
Seringal Cachoeira (Cachoeira rubber reserve),
Xapuri, 2013

A

cre is constantly cited by various institutions,
including the state government, as a pioneer
in public forest management practices and a
reference for sustainable forest management (SFM) and
community forest management practices (REVISTA
SUSTENTABILIDADE, 2010; O RIO BRANCO,
2011). One could argue that this process began with
the Pilot Program to Conserve the Brazilian Rain
Forest (PPG7). This program was proposed during a
meeting of the Group of Seven industrialized countries
(G7) in 1990, approved in 1991, and launched during
the United Nations Conference on Environment and
Development, Rio 92. With the goal of “maximizing
the environmental benefits of rain forests”, the Program
was run under the auspices of the World Bank. One
of its four components was a national natural resource
management policy (WORLD BANK, 2012).
In 1999, the government of the state of Acre began
to implement a series of policies based on this logic,
SFM being one of them. During the same period, the
National System of Nature Conservation Units (Sistema
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Nacional de Unidades de Conservação da Natureza, or
SNUC) was created. By including state public forests
in the “sustainable use conservation unit” category,
the system authorized the resident population or the
interested population to engage in the rational use
of natural resources, provided that they complied
with the recommendations of the Management Plan.
Furthermore, the state of Acre’s 2001 Forestry Law
stipulates that authorization to “use the resources of
public production forests may be granted as a forest
concession, but, in all circumstances, exploitation must
be the result of the implementation of a management
plan approved and supervised by the bodies”. Thus,
the law established a legal framework not only for the
management of the forest by the population living in
it, but also for the appropriation of public land by the
private sector.
Forest management is defined as:
the administration of the forest in order to
obtain economic, social and environmental
benefits, while respecting mechanisms that
sustain the ecosystem that is the object of
management, and considering, cumulatively
or alternatively, the use of multiple timber
species, multiple non-timber forest products
and sub-products, as well as the use of other
forest goods and services (BRASIL, n.d.).
In practice, forest management means one must
reserve a part of the territory for wood extraction, which,
according to the Brazilian Forestry Service (Serviço
Florestal Brasileiro, SFB), must be done in an “ecologically
correct, economically viable and socially just” way
(BRASIL, 2014). Management plans may be corporate
or community-based on Normative Instructions no 3
and 4 of the Ministry of Environment. Business plans
must be carried out in business areas, while community
plans are to be implemented in the areas of land reform
settlement projects. State and federal public forests are
also subject to management plans. The Brazilian Institute
of Environment and Renewable Natural Resources
(Instituto Brasileiro do Meio Ambiente e dos Recursos
Naturais Renováveis, Ibama) is responsible for issuing
licenses for the management of areas with more than
50,000 hectares, whereas licenses for smaller areas are
emitted by the Institute of the Environment of the state
in which the area in question is located.

Forest certification is important for the legitimization
of forest management. In the case of the projects visited
by the mission in Acre, certification is provided by
the Institute of Agricultural and Forest Management
and Certification (Imaflora), which grants the Forest
Stewardship Council’s seal (FSC). According to the
FSC in Brazil, its mission is “to spread and facilitate
sound management of Brazilian forests according to
principles and criteria that integrate environmental
safeguards, social benefits, and economic viability”.
For Imaflora, “forest certification aims to conserve
natural resources, provide just working conditions, and
stimulate good relations with the community”.
The cases visited by the Rapporteur include: the
corporate forest management system in the Antimary
State Forest, which is a large SFM experimentation
laboratory created in 1998 with funding from the
International Tropical Timber Council (ITTO); the
management system in the Cachoeira rubber plantation
(Seringal Cachoeira), established in the Chico Mendes
Extractivist Reserve, which is considered the birthplace
of the historical struggle of rubber tappers in the
state of Acre, as well as the base of the Xapuri Rural
Workers Union; and the Porto Dias Agroextractivist
Settlement Project. Created in 1987, the latter was one
of the first community management projects in Brazil
and the second to engage in forest management in the
state of Acre. What is more, the Porto Dias and Chico
Mendes settlement projects are among the first four
community management plans that the FSC certified
in the Amazon (BRASIL, 2013, p. 49). In all three sites,
the Rapporteur interviewed rubber tappers and nonrubber tappers involved in the management of the area,
as well as people who had withdrawn from the area due
to conflicts with the SFM project.
Among the complaints received from the communities
impacted by the forest management policy, we find:
• Failure to resolve the communities’ land tenure
issues;
• Reduction of the area that can be used for
traditional and subsistence activities, such as the
extraction of latex from rubber trees and family
farming, so it could be designated for forest
management:

11

Comment Overview

Navigate to Table of Contents

Juta Kill

system. One rubber tapper interviewed highlighted that “none of us from the community are
capable of negotiating with the loggers because
we’ll get cheated. We’ve already been taken for
a ride and we’re taking it to court. It’s one thing
for an engineer to go there, and another if I go”;
•
Promises made by organizations and government bodies (that promote forest management to encourage rubber tappers to accept
this activity) - to provide schools, transportation to school and health clinics - were not
kept. Interviewees believe that the imposition
of forest management projects based on unThe lack of public control over the management plans and practices of the
fulfilled promises of income generation, intimber trade allow for illegal logging to occur on the margins of official
frastructure improvements and legalization of
management plans.
land ownership generates internal conflicts in
the communities, which compromises their right to a peaceful life;
• The imposition of environmental restrictions on
I had 1,600 hectares and now I have 100. I asked
the community’s use of fire, which is necessary for
if I could tap rubber in the surrounding area and
subsistence farming, by the Ibama, and, paradoxithey said no. I’m unable to tap rubber because the
cally, insufficient monitoring of loggers’ activities
rubber pathways (estradas de seringa)3 are always
by environmental agencies. According to the comjammed. To earn money, I sell pop. I can’t plant
munities, public authorities’ lack of control over
anything, nor extract rubber. Am I going to die of
management projects and the loggers’ operations
hunger when I’m old? I’ve been here for 20 years.
ends up encouraging the development of illegal
-- Rubber tapper, Antimary State Forest, 2013
logging activities;
• Uncertainty about the future of the forest and the
• Environmental impacts, such as the disappearancommunities’ land tenure. For some interviewees,
ce of game animals in the area, which have fled
forest management—at least the way it is done now due to the logging and deforestation activities that
ends up being a kind of way to legalize deforestation.
are part of the management practice;
As such, not only does it affect the communities’ tra• Logging activities are jamming the roads used by
ditional ways of life and activities, but it also does not
rubber farmers, making it impossible for them to
guarantee their land rights;
extract latex and thereby affecting their main eco• Low community participation in the elaboration
nomic activity;
of the forest inventory and the management plan.
• Low wages and delays in paying the communities inAccording to interviewees, the forestry engineers’
volved in the management of the area. Interviewees
dominance over the inventory, together with the fardenounced the existence of enormous inequalities bemers’ lack of training and information on the process,
tween the communities and loggers. The latter control
generate conflicts, uncertainty and serious suspicions,
the territory and the sale of wood from the system, and
like, for example, those related to the estimates on the
keep most of the profit, whereas the settlers are not able
size of the area to be used for forest management;
to generate enough revenue to guarantee their own sur• Problems related to the operations of the
vival. In the case of community management systems,
Cooperativa dos Produtores Florestais Comunitários
doubts are being raised on the ‘collective’ nature of the
(Community Forest Producers Cooperative,
3 “Rubber pathways” (estradas de seringa) are short paths cleared
Cooperfloresta), which is responsible for the comthrough the forest in a way that considers the greatest possible nummercialization of the products, and the large amounber of rubber trees from which a rubber tapper can harvest.
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Peoples’ loss of autonomy over their own territories is one of the typical violations caused by mechanisms that financialize nature.

•

•

•

•

•

ts the communities pay the cooperative;
Questions were raised on the process to obtain
certification from the Forestry Stewardship Council,
run by Imaflora, namely omissions of the problems
mentioned in this report;
Rubber tapper families who chose to withdraw from
forest management projects claim that they would
have to harvest one more cycle of products from the
forest management system in order to recover the
costs of the inventory carried out prior to the system’s
establishment;
The “invasion” of people from outside the communities, brought in by the loggers responsible for managing the forest, affected the social dynamic of the
community. Complaints include denunciations of the
sexual exploitation of women;
Lack of government support for and attention to the
communities’ denunciations of irregularities in the
forest management projects;
Carpenters complained of difficulties in finding wood
in the state and the high cost they had to pay for it,
since priority is given to exporting timber.

It is worth highlighting that at the end of the field visit to
the Antimary State Forest, the Rapporteur learned from a
group of researchers from a company named HdOn that
they were conducting a study to measure the carbon in
the forest’s trees, including the rubber trees. This study
was being carried out upon the request of the Brazilian
Agricultural Research Corporation (Embrapa). When
interviewed, a representative of this state body confirmed
that a study was being done to measure the forest carbon
stocks of areas under management in order to analyze the
system’s efficiency in terms of carbon sequestration.
Thus, despite the grievances identified above, one can
observe important ties being established between forest
management projects and SISA. In other words, even
though the problems denounced by the communities
are far from being resolved, forest management areas are
being integrated into SISA through efforts to measure
carbon stocks. Their inclusion raises questions about,
“how is it possible on the hand to meet social and
environmental objectives while, on the other hand, rights
are being violated?”
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3. THE SYSTEM OF INCENTIVES FOR ENVIRONMENTAL
SERVICES (SISA) AND REDD

Associating REDD with prohibitions on their traditional activities, communities fear for the future of their territories.

I

n 2007, the government of Acre adopted guidelines for
its Policy for the Valuation of Forest Environmental
Assets (PVAAF), which encompass six programs:
Environmental Services Incentives; Regularization of
Environmental Liabilities; Certification of Sustainable
Production Units; Public, Private and Community
Forest Management; Reforestation; and the Restoration
of Degraded Areas. Their aim is to contribute to the
establishment of a low carbon economy (BRASIL, 2010a).
It was in the context of this policy that the government
of Acre approved the SISA law in 2010, which defined
SISA as:
a set of principles, guidelines, institutions and
instruments capable of providing an adequate
structure for the development of an innovative
economic sector for the 21st century: [one based on] the economic valuation of environmental
preservation by offering incentives for ecosystem
services (BRASIL, 2010, p.1).

The “ecosystem services and products” mentioned
include: sequestration, conservation, maintenance and
increase of carbon stocks, and the reduction of carbon
flows; conservation of the landscape’s natural beauty;
conservation of socio-biodiversity; conservation of water

resources and services; climate regulation; giving greater
value to traditional culture and knowledge on ecosystems;
and conservation and soil improvement (Ibid.).
Five interrelated programs to be developed as part of
the SISA are: forest carbon (the ISA Carbono program);
socio-biodiversity; water resources; climate regulation,
and valuation of cultures and traditions. The ISA Carbono
program was the first one planned and implemented.
Its aim is to meet the state of Acre’s voluntary targets
on Reducing Emissions from Deforestation and Forest
Degradation (REDD) (Ibid.).
To ensure the effective governance of these programs,
the government of Acre created an institutional structure
that involves the following bodies: the State Commission
for Validation and Monitoring (Comissão Estadual de
Validação e Acompanhamento, CEVA), which approves
norms, regulations and sub-programs; the Institute on
Climate Change and Environmental Services Regulation
(Instituto de Mudança Climática e Regulação de Serviços
Ambientais, IMC), which prepares norms and regulations,
approves pre-registered plans and projects, and emits
certified emission reductions (CERs); the Environmental
Services Development Company (Companhia de
Desenvolvimento de Serviços Ambientais), which attracts
and manages private investments, prepares and executes
projects, and trades and sells carbon credits; the Scientific
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Committee (Comitê Científico), an advisory committee
that provides technical guidance; and an ombudsman to
receive and monitor complaints, and mediate conflicts. At
the end of 2013, when the interviews with government
representatives were conducted, the only body that had
not yet been created was the ombudsman’s office.
In addition to the SISA, in November 2010, the
governments of Acre, California (United States)
and Chiapas (Mexico) signed a Memorandum of
Understanding to discuss the foundations of an agreement
on the trade of carbon credits from REDD projects. These
credits were to be generated in Acre and Chiapas through
reforestation, restoration and forest management projects
in order to offset emissions in California (THE REDD
OFFSET WORKING GROUP, 2013).
The environmentalist organization WWF lends
its political support to this proposal and has been
collaborating with its elaboration, implementation and
funding. According to WWF, “with its long history of
socio-environmental governance, the state of Acre offers
a favorable location for the successful implementation
of a REDD+ regime”. Such a program could potentially
“generate important lessons for other REDD+
mechanisms, whether at sub-national or national levels,
in Brazil or in other countries” (WWF, 2013).
To advance with the SISA, the government of Acre
has already been given funding from the Amazon Fund
managed by the Brazilian Development Bank (BNDES), the
REDD Early Movers program, and from other cooperation
agencies and non-governmental organizations. REDD
Early Movers is funded by the German development bank
KfW and the GIZ international cooperation agency, also
German. The program’s goal is to “reward pioneers in
forest conservation”. Between the SISA’s conception and
the law’s approval, the government had received nearly

Redd

The United Nations Framework
Convention on Climate Change
(UNFCCC) defines REDD as a “mechanism
that allows for the remuneration of those who
maintain their forests intact, without clearing
them, and thus prevent greenhouse gas
emissions associated with deforestation and
forest degradation.” This mechanism was officially
introduced into climate negotiations in 2005. In
addition to deforestation and forest degradation,
it currently includes forest management, the

R$240,000 from GIZ, WWF-Brazil and the International
Union for Conservation of Nature (IUCN). For the final
design and implementation phase, the Amazon Fund
made R$3.8 million available over a three-year period
starting in 2011. What is more, in December 2012, KfW
offered €16 million over four years based on the reduction
of emissions registered by the state. By the end of 2012,
the government of Acre had received R$107 million for
the ISA Carbono program. In the future, the government
hopes to secure resources from voluntary and official
carbon markets (Ibid.).
Although green economy policies demand a more indepth analysis of their impacts on other State policies and
on society as a whole, some local organizations question
the lack of a broader and more consistent debate. Despite
the government’s affirmations that it did conduct a broad
consultation involving various actors, the organizations
argue that the consultation process did not take into account
the full range of perspectives and critical thinking in the state,
and any opposition to the project was treated with hostility.
These organizations also raised other concerns. The
impact of the law on federal territories - such as indigenous
lands, reserves and public forests, for instance—since
there would be an overlap of powers, which would bring
into question the law’s constitutionality. There were also
fears that the SISA would slowly eliminate the rubbertappers’ culture, if the communities were to be prohibited
from carrying out their traditional subsistence activities
- like the extraction of latex from rubber trees and the
use of fires, which is necessary for their crops—in the
name of the fight against deforestation. Another concern
was with the privatization of the environment, defined
by article 225 of the Federal Constitution as a good for
public use, when the logic of buying and selling the socalled environmental services sets in.

conservation and expansion of forest carbon
stocks, and the generation of co-benefits, which
is why it is now called REDD+. During the 19th
session of the Conference of the Parties to the
UNFCCC, held in Warsaw, Poland in November
2013, governments approved the “Warsaw
Framework for REDD+”. The framework
creates “an international architecture to provide
financial incentives to developing countries
that are implementing REDD+ policies”
(BRASIL, n.d., s/p).
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As for the more specific impacts on the territory, the
report on the two REDD projects visited by the RDHMA,
which were in the process of being registered in the SISA,
follow below.

PURUS PROJECT
This was the first private environmental services
incentive project registered with Acre’s Institute on
Climate Change (Instituto de Mudanças Climáticas,
IMC) (in June 2012) as part of the SISA. According to
the Project Design Document (PDD), it is a REDD or
payment for ecosystem services forest conservation
project on an area of 34,702 hectares (ha) of privately
owned land, located in two rubber plantations (Porto
Central and Itatinga) separated by the Purus River in
the municipality of Manoel Urbano, 200 kilometers
from Rio Branco. The project proponents are the Moura
& Rosa Emprendimentos Imobiliários Ltda firm owned
by Normando Sales and Wanderley Rosa; CarbonCo,
LLC, a subsidiary of the Carbonfund.org Foundation
from Maryland (United States) owned by Brian
MacFarld; and Carbon Securities, run by Pedro Freitas.
CarbonCo is responsible for the project’s certification
and initial funding. Carbon Securities acts as a liaison
between CarbonCo and Moura & Rosa, and assists with
translation and the logistics of field visits. Moura & Rosa,
the Acre-based company owned by local landowners,
is responsible for the day-to-day management of the
project and the implementation of activities to mitigate
deforestation (CARBONCo, LLC, n.d.).
According to the Project Development Document
(PDD), the project’s main objective is “to generate
sustainable economic opportunities for the local
communities and to implement social projects, while
mitigating deforestation (i.e., which results in less
greenhouse gas emissions) and preserving the Project’s
rich biodiversity” (p. 31). The project is based on the
idea that the generation of environmental services will
create economic opportunities for the communities
and allow for the implementation of social projects.
According to the proponents, this will result in
improvements in the communities’ livelihoods, which,
in turn, will reduce pressure on the forest and reduce
deforestation. The project was certified by the Verified
Carbon Standard (VCS, composed of companies) and
the Climate, Community, Biodiversity Standard (CCBS,
made up of non-governmental organizations, NGOs).

The PDD states that there are 18 families living in the
project area - some have been there for nearly 20 years.
They are said to be “settled in areas that were originally
private property”, where they “cut down the forest to
practice subsistence agriculture and raise cattle”. The
proponents describe the area as a “forest without
protection”. The PDD also asserts that as of April 2012,
“the majority of community members” have either
signed the Memorandum of Understanding or verbally
agreed to participate in the project.
From an analysis of secondary sources and a meeting
held with the community during the Mission, it was
possible to detect concerns about the community’s lack
of understanding of the project, as well as divisions in
the community and an escalation of conflicts. It was
also evident that it was impossible for community
members to carry out a series of activities that are
fundamental for their subsistence without facing
criminalization. Furthermore, the increase in income
will be minimal, if any, for those who participate in the
project voluntarily. The social actions proposed are,
in fact, the State’s responsibility and the population’s
constitutional rights, which should not be associated
with, much less dependent on, the execution of
the project.
Moreover, there is an ongoing land dispute that
violates the settlers’ property rights. These families
affirm that they have been living in the area for nearly
30 years, and usually use much more than the 100
hectares defined by the project for their use. Fearful
of losses and uncertain whether the opportunities and
improvements promised by the project’s proponents
will materialize, the community is now trying to get
out of the project and to secure legalization of their
land titles. One rubber tapper affected by the project
(RUBBER TAPPER, PORTO CENTRAL E ITATINGA,
2013) clearly expresses these problems in his statement:
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They want us to stay in here all huddled up in
a corner, without being able to do anything, so
that a few days from now, we won’t even have
fields to plant our crops in.
I want someone to explain to me what carbon
is, because all I know is that this carbon isn’t any
good to us. It’s no use to us. They’re removing it
from here to take it to the U.S… They will sell it
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there and walk all over us. And us? What are we
going to do? They’re going to make money, but
we won’t?

CarbonCo, LLC and Carbon Securities. The Project is in
the process of being certified by the CCBS and VCS. The
actors involved here are practically the same as the ones
from the Purus Project (CARBONCo, LLC, n.d).

They came here with a document for me to sign.
I asked what document it was and if it was going
to do me any harm. They said it wouldn’t. So I
signed the document without knowing anything
about it. That document tying us down and harming all of us here. Within a few days, we discovered that the document was filthy, dirty.

During the Mission, the Rapporteur was able to speak
with representatives of the Terra Firme de Cima, Terra
Firme de Baixo and Três Bocas communities. In the first
community, participants stated that they had not signed
any contract. In the second and the third ones, some
signed, but now want to leave the project. Members of
all three communities mentioned that the companies
involved were interested in hiring a fiscal agent from
the community who would be responsible for sending
monthly reports to the project’s owner on compliance,
or failure to comply, with the rule prohibiting family
farming activities. On the way to the three territories,
one can see several signs with the following warnings
or announcements: “the community is a partner of the
Valparaíso project”; “commercial hunting and fishing
prohibited” and “deforestation and buildings prohibited”.
In all three locations, the rapporteur uncovered
concerns about the lack of information on the project’s
implications; fears regarding the use of the land and the
forest; uncertainty about the future; suspicions in relation
to promises to resolve land ownership issues in exchange
for the project’s approval, and threats of expulsion if
no agreement was met. There were also concerns with
the individualization of the process to legalize land
ownership (through individual contracts); and the lack
of access to the contract, as the company did not leave a
copy of the contract with the communities. To facilitate
the negotiations, the company used an intermediary: the
project manager who had a long-standing relation with
the communities, which helped to get the community’s
approval for the agreement.

And this project, the way we’re going to live here, the law, the fake document that they have—
we won’t be able to do anything and anyone that
does will be handcuffed right here.

When questioned on the problems in the territory that
were denounced before and witnessed by the mission,
representatives of the government of Acre affirmed that
they were aware of the situation. They also stated that due
to the territorial conflict, the Purus project would not be
registered in the SISA as long as the landowner has not
resolved the situation. However, the project is still in
progress and its proponents are actively working on its
implementation. In June 2013, the international soccer
federation FIFA declared its support for the Purus Project
as a way of offsetting its carbon emissions during the World
Cup. According to FIFA, the projects (Purus and two
other projects) “went through a rigorous tender process
and [adhere] to the standards set by the International
Carbon Reduction and Offsetting Alliance (ICROA), with
the final selection being made by an independent panel of
environmental NGOs” (FIFA, 2014).

RUSSAS/VALPARAÍSO
This cases involves a REDD project that is in the process
of being elaborated and registered in the SISA. It is being
developed on the property of businessmen Ilderlei
Cordeiro and Manoel Batista Lopes, which is located in the
Valparaíso and Russas rubber reserves in the municipality
of Cruzeiro do Sul. According to the project’s documents,
the total area is approximately 64,000 hectares (41,976 in
Russas and 21,902 in Valparaíso—that is, almost twice
the size of the Purus Project). Approximately 20 families
live in Russas and 35 in Valparaíso; nearly all of them
are smallholders. Investment in the project comes from
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4. INDIGENOUS COMMUNITIES

Profound reflection is needed on what kind of society is being prioritized in the name of protecting nature.

In our language, the idea of giving up our land
does not exist. We don’t see land as income. Our
bond with the land is sacred because it is where
we came from and where we will return.

Indigenous leader, Acre, 2013

T

he Rapporteur’s fieldwork revealed that not only the
green economy but also the situation of the rights of
the indigenous peoples of Acre received differentiated
treatment by indigenous peoples and by the indigenous
peoples’ organizations. In the communities visited by
the Rapporteur, it became clear that the communities’
approach to indigenous peoples’ rights and to the green
economy’s benefits and mechanisms were different from
and, in many cases contrary to, the approach presented
by environmentalist and indigenist organizations and
government bodies.
According to data from the Instituto Socioambiental
(Socio-environmental Institute, or ISA) (2014), there
are 36 indigenous territories in the state of Acre, nine
of which have not been officially recognized. However,
according to information from the Indigenist Missionary
Council (CIMI), the number of indigenous territories

that have yet to be demarcated is 21, including the land
of peoples in isolation. As for the peoples whose land
has been officially recognized, they do not enjoy other
historically won rights. What is more, the land conflicts
continue, and the peoples are almost always the ones who
suffer the greatest losses.
In many villages, there is a nearly complete lack of public
services, which forces many indigenous people to wander
around in the cities, where they become targets of acts of
violence and death threats. Due to the lack of guarantees
and protection for their territories, many indigenous
lands have been invaded by loggers and landowners,
which generates conflicts, even violent ones.
According to the CIMI (2013), in addition to the conflicts
and the absence of territorial regulations, management
plans are being implemented on land that is currently
under dispute. The logic behind this is that if the land has
not been demarcated, it can be used. Indigenous land is
also being targeted by projects that take measurements for
environmental services, like carbon, so that they can be
included in the SISA or the ISA Carbono program. Local
organizations that spoke with the Rapporteur denounced
the expansion of the green economy projects into the
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territories of indigenous people without them being fully
aware of them. In addition to increasing the presence
of external actors in their territories, this expansion
threatens the territorial and cultural rights of the peoples,
who end up accepting the projects because of the promises
to improve their living conditions. Furthermore, it is
said that the training of forest agents is based on the
principle that “everything in nature can be managed”, and
therefore, it constitutes yet another element that threatens
indigenous peoples’ rights.
The Rapporteur had the opportunity of getting
firsthand knowledge on the current situation in two
communities of the Jaminawá indigenous people: the
São Paulino community, close to the municipality of
Sena Madureira, and that of Beco do Adriano, located
on the outskirts of the city of Sena Madureira. It should
be noted that the Jaminawá people is composed of
four extended families who share the same language,
with only a few differences in dialect. In this process,
situations of vulnerability, conflict, territorial
insecurity, and physical and psychological health risks
were identified among the indigenous peoples, as
described in more detail below.

THE SÃO PAULINO INDIGENOUS TERRITORY
“We’ve been suffering for so many years. We’re
worse off this year because we can’t grow our
crops. The landowners can and we can’t? There
are 24 families here. How will we survive?”
Leader from the São Paulino indigenous village
The São Paulino indigenous village of the Jaminawá
people, near the municipality of Sena Madureira, is
home to 24 families who have been trying to obtain
the title to their ancestral territory for over 30 years.
According to the indigenous people interviewed, they
live on only five hectares of land and are under constant
threat from landowners who invaded their land and
have been destroying the forest with their lumber
extraction and cattle raising activities. Consequently,
the community lives on only one strip of land located
between the Purus River and the farm occupied by the
landowner. Every year, the Purus River floods this area,
destroys their plantations, reduces the space they have
for agriculture—which is already small—even further,
which affects the community’s ability to guarantee its
survival and food sovereignty.

In addition to losing the cassava, banana, corn, rice
and other food they plant, the community’s houses are
invaded by the floods, which destroy the few possessions
they have and cause illnesses, like diarrhea and vomiting,
especially in children, due to contact with contaminated
water. The indigenous people, namely the leaders, also
denounce that they are intimidated or threatened,
verbally or even with gunshots, by the trespassers
when they try to engage in their traditional practices of
agriculture, hunting and fishing.
The white people are knocking everything
down. The cattle are getting into our crops,
eating the corn, destroying the bananas. Our
lands are already small. An armed man with a
shotgun coming onto our territory. How are we
going to survive?

Jaminawá leader, 2013
This situation constitutes a clear violation of all the
rights indigenous people have won, namely their original
right to the land they traditionally occupy, which
guarantees them permanent ownership and exclusive
use of its natural resources.
It is important to point out that in 2012, the
community won a court order that ordered the
immediate withdrawal of the non-indigenous invaders
from their land. The case is being processed in the
1st Federal Court of the state of Amazonas as case nº
12687-27.2012.4.01.3200. The court order has still not
been executed. “We received a document signed by the
PM [Public Ministry] saying that they are going to get
the people [the intruders] out of here, and until now,
nothing.”
The community also revealed that in 2002, a working
group of the National Indian Foundation (Fundação
Nacional do Índio, or Funai) initiated studies to map the
São Paulino territory to meet the community’s demand
for the demarcation of nearly 6,000 hectares of land.
Even though the Funai proved that the land had been
traditionally occupied by the Jaminawá people (there
is an indigenous school in the village, for example),
the organization interrupted this work in 2004. For
the indigenous people, the promise from the Funai
office in Acre to support the community by completing
the demarcation process and thereby alleviating their
suffering has been systematically broken.
19

Comment Overview

Navigate to Table of Contents

THE BECO DO ADRIANO URBAN VILLAGE
Since 1990, conflicts arising from the lack of territorial
security have generated another problem for the Jaminawá
people: the exodus of entire families to the outskirts of
the cities. The reality of city life is brutally imposed on
the indigenous people, who are obliged to modify their
social and family relations and relations with work, their
spiritual practices, rituals and relationship with time
itself, among other changes, to guarantee their survival.
What is more, in the city, they are constantly the target of
prejudiced, racist and violent actions.
In this context, part of the Jaminawá people began to
migrate to the outskirts of the city of Sena Madureira.
Currently, they are settled in a place called Beco do
Adriano, an area at risk located on the banks of the
Yaco River. During the flood season, this area floods
and causes the families serious harm. According to
accounts from indigenous women, a major flood in
2012 destroyed their homes and their belongings. They
stated that one of the causes of this migration to the city
is the lack of access to land and conditions for building
housing, due to the violence of neighboring landowners
who stop them from using the forest’s resources to build
houses and meet the community’s needs, including their
access to water and food.
When asked why they did not return to their native land
and fight to get it back, instead of exposing themselves
daily to urban violence, one interviewee responded,
“it’s better to suffer here than to be shot to death.” This
testimony reveals the level of risk and vulnerability to
which the indigenous people are exposed. The Jaminawá
reported that their “escape” to the city was due to their
people’s expulsion from the territory to guarantee land
for the forest management system, and the fact that,
since the debate on forest management began, there has
been a very large increase in land speculation, purchases
and sales in São Paulino.
The testimonies from the men and women in the
community and their living conditions reveal a high
degree of neglect, which can be seen in the poor quality of
sanitation services and limited access to health care and
decent housing conditions. Moreover, the indigenous
people face hostilities and racism on a daily base. The
Rapporteur team was even warned by local business
owners not to go into the Beco to avoid being robbed,
because “there are only Indians there”.

The Jaminawá people interviewed reported that their
children and adolescents are exposed to a high level
of social vulnerability. They state that the youth and
adolescents have often been arrested and suffer from
police violence. Indigenous children are targeted for
sexual exploitation and pedophilia, which is practiced
in the vicinity of the community. According to their
accounts, this abuse and sexual exploitation are even
identified as part of the indigenous culture. This issue
merits a much more in-depth discussion, but we can
affirm here that this practice is being taken out of context
and perversely exploited by non-natives to increase the
victims’ vulnerability and blame them for the violence.
There were also dramatic accounts of the selling of
indigenous children to white people.
The adults’ other concerns were the lack of prospects for
the indigenous youth, the increase in the consumption
of alcohol and drugs, and the loss of their identity, which
causes a lot of suffering and desolation in the community.
In a broader round of conversation with men and
women from the community, serious concerns and
rights violations were reported. These included: the
lengthy process to demarcate ancestral land; the
precariousness of health care services; the absence of
an education policy adapted to the community’s needs;
precarious access to food to meet their needs; lack of
public security (and even violence from police); and
government bodies’ lack of preparation or training on
how to respond to indigenous people’s needs. In relation
to the last issue, the indigenous people affirmed that
the government bodies submit all their demands to
the FUNAI, as if they were not “human beings just like
any other”. As for the FUNAI, which was recognized as
a partner of the community, it has not acted decisively
and, in the community’s opinion, it is not even capable
of resolving the land ownership problem.
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5. PRELIMINARY CONSIDERATIONS AND
RECOMMENDATIONS FROM THE RAPPORTEUR

The forest peoples’ traditional way of life is threatened by the imposition of a model of society based on the accumulation of profit.

A

fter conducting visits to the communities and
interviews with representatives of civil society
organizations, the RDHMA held meetings with
members of several government bodies, including the
Brazilian Agricultural Research Corporation (Embrapa),
the National Institute of Colonization and Land
Reform (Instituto Nacional de Colonização e Reforma
Agrária, Incra) and the Funai. It also held a meeting
with representatives of the state of Acre from: the State
Department for Forestry, Industry, Trade and Sustainable
Services Development (Secretaria de Desenvolvimento
Florestal, da Indústria, do Comércio e dos Serviços
Sustentáveis, Sedens); the Institute on Climate Change
(IMC), the Secretary of Environment (SEMA); the
Secretary of Justice and Human Rights (SEJUDH);
the Acre Land Institute (INTERACRE); the Acre
Environmental Institute (IMAC), and the State Attorney
General (Procuradoria Geral do Estado, PGE). The
session was coordinated by the state attorney general and
the president of the IMC at the time, Rodrigues Neves.

On the occasion, the Rapporteur inquired about the
problems and conflicts it witnessed during the mission
and the measures taken by the state to address them.
In general, the government representatives justified the
green economy policy as an institutional effort to engage
in socio-environmental management and to use the state’s
conditions to address historical social and economic
problems. They hope that with the “modernization of
public management of the environment”, it will be possible
to integrate Acre into international green economy
networks, which they believe will continue to grow one
way or another. Therefore, they consider that the state
has to be prepared to avoid finding itself at the mercy of
corporations and the international market. They defend
the SISA’s integrity and argue that all institutional efforts
are made with the goal of guaranteeing the population’s
well-being and care for the forests and local cultures.
Furthermore, according to members of the government
of Acre, the problems found are related to historical
issues that cannot be resolved easily and rapidly, and that
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require time and preparation. Even so, they reported that
the government has been making efforts to resolve them.
They view criticisms as acts against the government, and
affirm that if some communities and organizations have
not participated, it is because they themselves refuse to,
and not due to the lack of government incentives. Finally,
they admit that advances must still be made in terms of the
provision of information on green economy initiatives,
especially the SISA, in order to overcome the population’s
lack of understanding of these processes.
It is understandable that in a state like Acre, with all
of its environmental specificities and cultural and ethnic
diversity, it is difficult to resolve all the land and socioenvironmental conflicts simply and rapidly. However, it
should be emphasized that by opting for green economy
policies, the government is treating the environmental
issue as a problem that must be dealt with by applying
the logic of the market. By doing so, it is making a choice
and exposing the population to the risks that arise from
this decision, given the enormous inequality that exists
between the actors involved: the communities on one
hand, and the landowners and corporations on the other.
In relation to forest management, the favoritism towards
those who are better off and who historically privatize
land and territories is notorious. In Acre, land conflicts
that pit private property (i.e. legal ownership) versus land
occupation are longstanding and well known around the
world, as the historical struggles of rubber tappers and
expropriated settlers exploited by economic and political
powers clearly illustrate.
Policies that treat the financialization of nature as
a source of economic potential for the state and the
private sector transform environmental management
efforts into opportunities to exploit the forest (even if it
is “standing”) in the market’s favor. With the SISA as an
explicit component of the market, there is a tendency
to give priority to and consolidate the interests of actors
who are active in this market (namely businessmen and
landowners) via chronic environmental injustices, such as
the ones faced by smallholder settlers. Due to their limited
political power, the settlers find themselves in a perverse
situation whereby they are forced to bow to the economic
and political interests of the State and the private sector.
What is worse, the responsibility for environmental
degradation is transferred to those who have historically
promoted environmental balance through their traditional
subsistence activities. Even so, traditional communities

and indigenous peoples’ different modes of occupation
and use of the land are threatened and disrespected.
The main agents of environmental degradation, like the
landowners, on the other hand, receive financial incentives
and compensation, as if they were providing a service to
society. What is worse, society has to pay for it. From this
point of view, the effects of the green economy are visible
in the territories and accentuate historical injustices and
inequalities that, in addition to placing the communities
at a disadvantage, put the blame on them and legitimize
the penalization of their existence.
This reality leads to the conclusion that the process
takes place in a context of extreme inequality, which is
worsened by the communities’ lack of adequate training
and information about fundamental issues that affect
their lives—a situation that, it must be acknowledged,
favors the actions of the companies and facilitates the
imposition of their projects in the communities. As
the communities do not duly apprehend information
regarding the projects, they end up being coerced into
accepting proposals from outsiders in hopes of having
their needs fulfilled at the expense of their autonomy.
One illustration of the inequality between the parties is
the fact that the communities visited by the Rapporteur
do not possess a copies of contracts or other proof of the
formalization of agreements (forest management, green
grant or REDD). As the communities stated, not only are
they prohibited from using their territories for subsistence
activities, they do not have an instrument they can use to
question or fight this imposition.
In the drama imposed on them, then, the communities
can choose between two unique and perverse options:
1—losing the forest and their territories, and dealing with
the absence of public policies; 2—forest management
projects, green grants or REDD. The regularization
of their land titles and recognition of rights are used
as a bargaining chip to get the communities to accept
the projects. One can even note that the responsibility
for resolving the settlers’ land situation—which is the
population’s right and the State’s duty—is neglected by
the State and handed over directly to the “owner” of
the land/project, who is in a privileged position and
interested in exploiting it on the market. Also, cultural
differences and the absence of work methodologies
based on the local culture make it impossible for the
communities to effectively appropriate the “technical”
language used by the projects’ proponents. Thus, in
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an environment where their needs are neglected by
public authorities, the communities are held hostage by
technical language and promises that, judging by the
community members’ comments, are questionable and
unlikely to be kept.
This situation is even more complex due to the fact
that large conservation and indigenist organizations,
as well as the ones providing technical assistance, are
collaborating in the elaboration and implementation
of green economy projects. In the case of Acre, the
World Wide Fund for Nature (WWF), the Comissão
Pró-Indio (Pro-Indian Commission, or CPI), Forest
Trends and the Centro de Trabalhadores da Amazônia
(Amazon Workers Center, or CTA) were cited numerous
times by people interviewed during the mission and
secondary sources. They not only act as collaborators
in the elaboration of public policies, but also implement
or coordinate related projects. The REDD policies
themselves and the SISA originated from the proposals
of these organizations that count on specific actors who
are “trusted” by the communities and therefore, play an
important role in the promotion and legitimization of
the projects. In the context of all this inequality, these
organizations’ practices risk leading the communities
to bow before the orders of national businesspeople and
international markets.
Therefore, in this Rapporteur’s opinion, there is a real
and concrete risk of increasing the vulnerability of the
disadvantaged populations. Observations based on the
mission’s results follow below.
In general, in the territories where green economy
projects are being executed, the population:
• has low education levels, which puts them at a
disadvantage in relation to access to information and
in discussions with entrepreneurs and technicians;
• has a high level of dependency on the landowners,
loggers and cattle growers, especially due to
the fact that the peoples’ land rights are not
guaranteed;
• is vulnerable in terms of food sovereignty and
security;
• has little chance of addressing problems of domestic
violence. There is a high level of vulnerability
among women and they have limited access to
health care services for their specific needs;
• in its attempts to secure its different rights, has

very limited access to public institutions and the
legal system.

GENERAL IMPRESSIONS ON THE OVERALL CONTEXT OF
THE STRUGGLE
During this mission, the Rapporteur also observed that:
• Even if the representatives of government
bodies affirm that they make all possible efforts
to guarantee the communities’ participation
in processes involving the green economy, the
communities’ testimonies and the organizations’
complaints show that social participation in the
political decision-making processes is insufficient;
• Those who question the green economy expressed
constant complaints and fears of persecution and
of institutional surveillance being used against
groups that are critical of green economy policies.
For this Rapporteur, it was obvious that the capacity
of the representatives of the government bodies to
recognize the problems and the limitations of the
bodies’ actions are limited. Their limited capacity
was accompanied by a generalized tendency to
disqualify all criticisms and a notorious effort
to build a kind of “shield”. There was not even a
minimum of effort on their behalf to reflect on the
situation and engage in self-criticism;
• Another important concern is that, even though
public bodies guarantee that they make efforts to
mediate, the communities’ comments and objective
conditions clearly indicate that the projects
reproduce the privileges that businesspeople
and landowners have in terms of access to land,
the forest and the benefits from the policy. It is
also obvious that government authorities are not
paying equal attention to the implementation and
control of environmental policies, which favors
the landowners and companies. This, in turn,
clearly reveals the lack of institutional capacity to
resolve territorial conflicts and to guarantee the
rights of the population under pressure from the
economic projects;
• Finally, this Rapporteur highlights the
communities’ limited access to important
information on green economy policies and
projects, which is extremely serious, as it
constitutes a vulnerability factor.
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Communities often get involved in green economy projects because of the state’s failure to respect their constitutional rights.

In light of the conflicts and denunciations of human
rights violations caused by the SISA and the forest
management and REDD projects in the state of Acre,
this Rapporteur believes that it is of utmost importance
that the government of Acre conduct a broad and
serious assessment of the entire process undertaken in
the state up until now to implement and execute the
green economy policies. As this policy will radically
alter society’s relation to nature, it is fundamental that
the peoples and the communities—the subjects who are
directly affected -- be heard, in order to confirm if the
objectives of the forest management projects, the SISA
and various green economy mechanisms—for example,
sustainable development, environmental conservation,
the rational use of natural resources and poverty
reduction, among others—are actually being met. It
is also particularly important to verify if the rights of
the indigenous peoples and traditional communities,
which are guaranteed by a wide range of national and
international laws, are being respected. Based on this
assessment, the policy (and all its mechanisms and
processes) must be revisited and, if necessary, suspended.
Mechanisms must also be established to guarantee that
the decisions on these policies take into consideration
the diversity of the peoples in the state and their
knowledge. Furthermore, the possibility of vetoing such
projects must be respected, and adequate support must
be provided to the families who want to withdraw from
forest management or REDD projects already underway.
Furthermore, considering that Brazil is a signatory of
Convention 169 of the International Labor Organization
(ILO), as well as other resolutions on the rights of

traditional peoples and communities, it is recommended
that the government hold prior consultations. During
these consultations, all traditional peoples who may be
impacted by the forest management projects, SISA and
REDD projects must have veto power. The government
must also establish an institutional process of dialogue
with the peoples involved with the goal of mitigating the
impacts of the forest management and REDD projects
that are already being implemented. The communities
and settlers’ ownership of their land must be
legalized immediately.
This Rapporteur is especially concerned with the
denunciations received on the vulnerability, lack
of physical safety and psychological insecurity of
indigenous leaders and activists from human rights
and social organizations. This situation demands that
the State take urgent action to not only investigate the
denunciations, but also to guarantee these actors’ safety.
It is also recommended that processes and mechanisms
to debate green economy policies be adopted at the
national level in Brazil. The case of Acre should be used
as an example to give visibility to the territorial, social,
environmental, economic and cultural impacts of such
policies. Decisions on these processes and mechanisms
must be made with the effective and active participation
of a diversity of subjects from the traditional communities
and indigenous peoples who have the right to veto and
to include alternatives.
Finally, we would like to thank the organizations,
collectives and affected communities for their
collaboration and trust, which made this Rapporteur’s
mission possible, and for accepting the challenge of
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It is necessary to get beyond the dominant view that claims that nature can be separated from society and that the forest peoples are
“peoples of the past”.

sharing the history of their struggles and resistance,
and their profound knowledge on the reality being
investigated. We hope that the dissemination of this
preliminary report and the final report, to be finished
shortly, will contribute to a profound reflection on not
only the situation in Acre, but also the green economy
and the financialization and commodification of
nature policies currently being adopted in Brazil and
throughout the world.
The interviews, field observations and perceptions
this Rapporteur obtained in Acre demonstrate that it is
necessary to go beyond the current dominant perspective
in society that treats nature and the peoples who depend
on it for their survival and relate to it in a complementary
and interdependent way as something to be subjugated,
controlled and dominated. This perspective claims that
it is possible to separate society from nature and that
forest peoples are “peoples of the past”. The territorial
disputes brought on by projects using the environmental
sustainability discourse are endangering different ways
of life.
In the territories they have historically occupied,
forest peoples are excluded from decisions about their
own future or—of even greater concern - they are
considered obstacles to development and progress. As
such, green economy policies can also be described as
a way of integrating them into the dominant system
of production and consumption. Yet, perhaps what is
needed is the exact opposite—that is, Western society
should open up to the possibility of learning from
these ancient peoples, especially how to live in a more
respectful and harmonious way with all forms of life.

For this, profound reflection (and action) on the kind of
society we are creating and strengthening in the name
of protecting nature is necessary. Sociocultural diversity
and guaranteeing the rights of the peoples are, by far,
the best and most sustainable way of slowing down and
confronting not only climate change, but also the entire
crisis of civilization that is threatening the very existence
of human life on the planet.
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First Name: Kevin
Last Name: Townsend
Email Address: ktownsend@bluesource.com
Phone Number:
Affiliation: Blue Source, LLC
Subject: Proposed Changes to the Cap and Trade Program
Comment:
Thank you for the opportunity to comment. Blue Source would like
to express its support for the points raised in the letter
submitted by ClimeCo Corporation pertaining to the following:
- The utility and necessity of the invalidation provisions, as well
as alternative approaches to offset integrity adopted by other
jurisdictions.
- All points related to regulatory compliance, its
extra-jurisdictional nature, its need to be defined and interpreted
narrowly and appropriately, and the need for violations to affect
only the offsets attributable to the timing of the violation rather
than the entire reporting during which the violation occurred.
- Recommendations for improvements to general processes, including
"wet signatures," materiality and timing of verification work.
Thank you very much for your consideration.

Attachment:
Original File Name:
Date and Time Comment Was Submitted: 2016-03-11 10:30:17
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First Name: Jay
Last Name: Wintergreen
Email Address: jtw@firstenvironment.com
Phone Number: 916.492.6080
Affiliation: First Environment, Inc.
Subject: Proposed August 1st MRR verification deadline
Comment:
At the February 24th workshop, the California Air Resources Board
proposed changing the MRR verification deadline from September 1 to
August 1 (Slide 8).
First Environment is very concerned and does not support the
changing of the verification deadline, especially for EPEs, without
additional changes that will clearly facilitate meeting an earlier
deadline. Our experience during previous verification years have
demonstrated that the verification process has taken until at least
mid-August. Changing the deadline without making appropriate
changes to the MRR to facilitate meeting the deadline will
potentially result in a less impartial and/or rigorous verification
process, less accurate GHG reports submitted to ARB, and a higher
risk of missing the verification deadline for reporters which could
result in enforcement action. Furthermore, it should be
acknowledged that an earlier verification deadline reduces the
performance period for our services and could produce a negative
effect on our California-based business.
At the February 24th workshop, other changes to the MRR were
proposed as method of facilitating meeting the August 1 deadline
(slide 16). It is unclear how the proposed changes would
facilitate meeting an earlier deadline and therefore do not support
implementing an earlier verification deadline.
To meet an earlier deadline, changes to the MRR must encourage the
verification process to begin sooner, either before or very shortly
after the reporting deadlines. First Environment has several
suggestions regarding revisions that would facilitate this earlier
start.
First Environment proposes revising the MRR to introduce additional
interim deadlines for the reporter between the existing report
submission and the report verification deadlines. These interim
deadlines could include, but are not limited to, a deadline for the
submission of a reporter’s COI form, conducting the verification
kickoff meeting, and/or performance of the site visit. First
Environment believes this would encourage reporters and VBs to
begin the verification process earlier after report submission and
thereby facilitate verification completion by an earlier
verification deadline.
First Environment also proposes revising the MRR to specify
reporters to upload key documents and records to the Cal e-GGRT
tool at the time of GHG report submission.
The documents and

1

Comment Overview

Navigate to Table of Contents
records could include, but are not limited to, the monitoring plan,
fuel and energy purchase records, meter calibration records, and
other documents and records that are relevant to GHG report
verification. Having these documents uploaded to Cal e-GGRT for
download by the reporter’s verification body will allow core
verification activities to start more quickly.
Without these revisions to the MRR, or other revisions to the MRR
that can clearly be demonstrate to facilitate meeting an earlier
verification deadline, First Environment requests that the
verification deadline remain September 1.

Attachment:
Original File Name:
Date and Time Comment Was Submitted: 2016-03-11 12:35:25
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Educational reading list on climate change and the role of forests
Produced by Permian Global
The purpose of this reading list is to provide an introduction and overview to some of the
key topics around climate change, in particular, forest protection and recovery. The
readings have been divided into the following sections:
1) Climate change and forest recovery
2) REDD+ and the carbon markets
3) Managing carbon intensity of portfolios
4) Deforestation and corporate engagement
Please set this presentation to ‘Slide Show’ view in order to activate the links.

June 2016
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The Cost of Fire

An Economic Analysis of Indonesia’s 2015 Fire Crisis
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Climate change and forest recovery
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Why forests? Why now?
A paper series written by Frances Seymour and Jonah Busch, Center for Global Development.
This paper series is developing into a book, which is expected to be published in the summer of this year.
“Why forests? Why now? A preview of the science, economics and politics of tropical forests and climate change”
Key topics:
• Tropical deforestation is a
major source of emissions
• Halting deforestation is
essential for climate stability
• The window for action is closing

“In meeting the greatest
global challenges of our
time – averting
catastrophic climate
change and achieving
development goals –
tropical forests are an
undervalued asset”

Click here to view online
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Global Action Plan: Ten action areas for growth
The New Climate Economy report - a global partnership of research institutes and business leaders
The Commission recommends:
• Integration of climate action and risk into strategic
economic decision-making
• Introduction of strong, predictable carbon prices
as part of fiscal reform
• Halting deforestation of natural forests by 2030
by scaling up REDD+ and collaborative initiatives
such as the Consumer Goods Forum and TFA2020
• Restoration of at least 500 million hectares of lost
or degraded forests and agricultural land by 2030

Click here to view report online
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“By implementing the
recommendations in
this Global Action
Plan, the world’s
economic decisionmakers have a
remarkable
opportunity to set the
world on the path to
better growth and a
better climate”

Global Landscape Forum
Stephen Rumsey, Chairman Permian Global speaking at the COP Lima, Peru

Stephen Rumsey discusses the challenges
and opportunities to financing a
sustainable landscape, as closing keynote
speaker during the COP20 in Lima, Peru.
__________________________________
“Most people who have looked seriously at
climate change believe that the prognosis
for our planet is rather bad but we believe
there is a solution which has been
overlooked that is both achievable and
easily affordable”
Click here to view this video
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Rainforest regrowth boosts carbon capture, study shows
By Mark Kinver, Environment reporter, BBC News, 4 February 2016
“…The long established oldgrowth rainforests have locked
away a vast quantity of carbon
over the decades and centuries.
Rainforests are the largest
terrestrial carbon sinks on the
planet. Deforestation is seen as
one of the major drivers of
emissions from human activities
and is estimated to account for
20% of all emissions.”
Click here to view online
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The Great Land Rush - Indonesia: Saving the earth
FT Investigations, 1 March 2016
•

In 2008, amid mounting calls for action the Norwegian
government declared it would give Brazil $1bn if it could
stop deforestation and in 2010, offered $1bn to
Indonesia.

•

Much of Indonesia’s soil is carbon-rich peatland, a fuel
that is quick to burn and hard to put out.

•

Burning peat produces GHGs, a fact that took on
urgency as fires burned through 2.6m hectares of
Indonesia in 2015, blanketing parts of Southeast Asia in
a noxious haze that closed schools and disrupted flights.

•

The World Bank estimated the fires cost Indonesia at
least $16.1bn.

•

Following the disaster, President Widodo appointed a
former WWF director to head the new Peatland
Restoration Agency.

Click here to view online
9

Meeting between the Norwegians and the forestry ministry officials, including Joko Widodo's new
minister, Siti Nurbaya Bakar (centre-right)
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The Cost of Fire Economic Analysis Indonesia’s 2015 Fire Crisis
A special report by The World Bank, February 2016
2015 fire and haze crisis cost Indonesia an estimated USD $16.1bn, equivalent to 1.9% of
GDP and burnt >2.6m ha of land
Peatlands accounted for one-third of area burned but responsible for vast majority of
haze and C02 emissions
Draining and conversion of peatland driven by palm oil production contributes to the
intensity of haze
Peat burns carbon deposited over thousands of years and cannot be replaced
Single foregone service – carbon storage – represents the biggest cost of fires
underscoring their global impact
Unknown long term effects on ecosystems, reduced capacity of land to act as a carbon
sink, deleterious effect on plant physiology and photosynthesis, negative impact on
pollinators, sustained environmental stress and in extreme cases species ability to survive
could lead to a tipping point after which ecosystems are altered irreversibly

Click here to read the full report

NASA satellite image of SE Asia Haze, September 2016

Click here to read the full article
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How business can tackle deforestation: Beyond COP21
Holt Thrasher, CEO Permian Global delivers keynote speech
Innovation Forum Washington DC, April 2016

“It may be argued that the carbon sequestration
potential of tropical forests has been under
emphasized. However, a 1.5 degree climate target
may mean we cannot defer practical solutions
while waiting for scalable technologies to arrive.
The restoration and conservation of tropical
forests must become more embedded in efforts
to solve the climate’s carbon imbalance.”
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REDD+ and the carbon markets
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COP 21, Paris 2015 UNFCCC: The Paris Agreement
195 countries adopt first-ever universal, legally binding global climate deal.
• Article 5 of The Paris Agreement was dedicated to forests with main objective to anchor existing forestrelated provisions, frameworks and decisions in the new Agreement
• Para1 of the Article refers to the UNFCCC mandate to sustainably manage, conserve and enhance biological
carbon reservoirs that refers to forests and other ecosystems in developed and developing countries
• Para2 supports further by referring to REDD+ framework
• The Agreement also acknowledges policy approaches such as joint mitigation and the role of non-carbon
benefits are also acknowledged
•

Mitigation – reducing emissions fast enough to achieve the temperature goal

•

A transparency system and global stock-take – accounting for climate action

•

Adaptation – strengthening ability of countries to deal with climate impacts

•

Loss and damage – strengthening ability to recover from climate impacts

•

Support – including finance, for nations to build clean, resilient futures

Click here to view online
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Joint Statement from the US and Norway on Deeper Collaboration on
Forests and Climate Change
Announced June 15, 2016

• Recognises critical importance of forests and land use in mitigating impacts of climate change
• Kingdom of Norway and USA resolve to deepen collaboration on global issues related to forests and
climate change
• Acknowledge goals agreed at COP21 Paris cannot be achieved without forests
• Conserving and restoring tropical forests will be important to achieve climate neutrality
• Committed to achieving robust and lasting results in conserving and restoring forests
• Resolve to continue and enhance existing cooperation on REDD+
• Support states at the ICAO 2016 Assembly to adopt a Global Market Based Measure to help to
enable carbon neutral growth in international aviation from 2020
• Hold a bilateral expert-level meeting on forests once per year
Click here to view online
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Ahead of the curve: State of the Voluntary Carbon Markets
Ecosystem Marketplace, a Forest Trends Initiative June 2015
Key topics
• Fighting climate change is about conserving and enhancing the
world’s remaining carbon sinks, including biodiverse forest and
grasslands
• Through the creation and trade of carbon offsets, carbon markets
offer a way to “internalize” the value of reducing, avoiding, or
sequestering one tonne of carbon dioxide equivalent (tCO2e)
• This report emphasises the link between voluntary and regulationdriven market dynamics
Click here to view online
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What does it mean to place a price on carbon?
Featured story on the World Bank News
Key topics
• How carbon pricing works
• How countries are getting involved, specifically China,
South Africa, Mexico and Norway
• Private sector involvement

“Carbon pricing is gaining attention as a way to
address climate change. About 40 countries and more
than 20 cities, states and provinces use carbon pricing
mechanisms such as emissions trading systems and
carbon taxes or are preparing to implement them”

Click here to view online and watch video “Think
Forests: Why Investing in Forests is the Next Big Thing”
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Putting a price on risk: Carbon pricing in the corporate world
CDP (Formerly known as the Carbon Disclosure Project)

Key topics
•

Companies placing an internal price on carbon as a
strategic tool in business planning

•

Carbon pricing can spur innovation, curtail risk and
provide investors with an economic valuation of
climate related risks and opportunities

•

Thought pieces from sustainability directors at
Microsoft, Disney, TD Bank explain, in their own
words, why and how companies price carbon risk

Click here to view online
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Managing carbon intensity of portfolios
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UNEP FI Investor Briefing
Global partnership between UNEP and the financial sector. Over 200 institutions, including banks, insurers and fund
managers, work with UNEP to understand the impacts of environmental and social considerations on financial
performance.
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PORTFOLIO CARBON
Measuring, disclosing and
managing the carbon
intensity of investments
and investment portfolios

CARBON ASSET RISK:
WRI AND UNEP-FI
PORTFOLIO CARBON
INITIATIVE

Click here for full report

Click here for full report
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Mapping The Gap: The Road from Paris
Presentation given by Bloomberg New Energy Finance and Ceres, January 2016
In "Mapping the Gap: The Road From Paris",
Bloomberg New Energy Finance, Ceres and Ken
Locklin have collaborated to more closely examine total
volumes of capital that are required to fund clean energy
power project development in the electric sector.
Clean energy is poised for rapid growth. Under a businessas-usual scenario, investment in new renewable electric
power generation is projected to reach $6.9 trillion over 25
years — and it is telling that this level of investment is
expected to increase an additional 75% to create a $12.1
trillion investment opportunity as the world works to
achieve the 2°C goals of the Paris Climate Agreement.

Click here to view online
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Cambridge University
Cambridge Institute for Sustainability Leadership (CISL)
Banking Environment Initiative (BEI)
CISL Publication
Business Compendium
How the private sector is building Europe’s climate ambition
Click here to read report
BEI
The Chief Executives of some of the world’s largest banks
created the Banking Environment Initiative (BEI) in 2010. Its
mission is to lead the banking industry in collectively directing
capital towards environmentally and socially sustainable
economic development.
Click here to read more
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"CISL is sustained by the
continuing and indeed
increasing relevance of the
work it does. In a field
which grows thicker every
day with science and
policy, and where the body
of stakeholders grows
continually, CISL has
proved itself to be a
trusted expert voice – a
voice which interprets
NGOs to big business, and
business to academia,
when they seem to speak
different languages."
Professor Sir Leszek
Borysiewicz, ViceChancellor

UN Sustainable Development Summit 2015
Sustainable Development Goals (SDG’s) 2030
• The SDGs build on the Millennium Development Goals (MDGs), eight
anti-poverty targets that the world committed to.
• The SDGs have a more ambitious agenda, seeking to eliminate rather
than reduce poverty, and include more demanding targets on health,
education and gender equality. They are universal, applying to all
countries and all people.
• The agenda also includes issues that were not in the MDGs such as
climate change, sustainable consumption, innovation and the
importance of peace and justice for all.

Click here to view all 17 SDGs
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Ban Ki-moon, has described the new
goals as “a universal, transformative
and integrated agenda that heralds
an historic turning point for our
world”. The summit, he added, is
intended to “chart a new era of
sustainable development in which
poverty will be eradicated, prosperity
shared and the core drivers of
climate change tackled”.

Deforestation and corporate engagement

24

Strictly Confidential

How business can tackle deforestation
Report commissioned by Innovation Forum on business and deforestation, April 2015.
Key topics
• A management briefing report that highlights the
issues around sustainability and deforestation facing
companies today
• Experts from global companies discuss the challenges
in eliminating deforestation from their supply chains
• The report also looks at how governments and NGOs,
in partnership with private sector organisations, deal
with the risks, solutions and opportunities
• The report includes a thought leadership piece by
Stephen Rumsey, chairman and founder of Permian
Global
Click here to view online
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“Permian Global
argues for a
forest model that
increases
agricultural
productivity while
preserving
essential
ecosystems”

Realizing zero-deforestation
Transforming supply chains for the future
Key topics
• Conserving and restoring forests feature prominently
in the SDGs and in order to succeed we need to
transform commodity supply chains
• Agriculture is direct driver of up to 80% of
deforestation
• Key forest commodities: cattle products, palm oil,
timber products and soy
• Up to 33% of the carbon mitigation needed annually
to keep temperature rises in check could be achieved
by addressing deforestation and forest degradation
Click here to view online
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Testing Commitments to Cut Conflict Palm Oil
2105: The year to drive change
Key topics
• Conflict palm oil is a leading driver of tropical
deforestation
• Rainforest Action Network exposes the supply chains
that link conflict palm oil to fast foods focusing on a
group of large corporates called the Snack Food 20
• Adopting clear commitments is a crucial first step but
need to lead to action
• This progress report looks at the laggards and outlines
action these companies can take
Click here to view online
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Firm Commitments
Tracking Company Endorsers of the New York Declaration on Forests (NYDF)

Click here to view online
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Partnering for Results
Public-Private Collaboration on Deforestation-Free Supply Chains
Key topics
• The last five years have seen a surge in corporate
commitments to deforestation-free supply chains but
adopting commitments is a lot easier than achieving
them
• Since 2009, the number of company pledges to
reduce deforestation risks in the production, supply
and procurement of commodities has risen from
single digits to 307 in September 2015
Click here to view online
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Linking Flight and Forests: the essential role of forests in supporting
global aviation’s response to climate change
Overview for ICAO Policy Makers

•

•
•

In October 2016, the International Civil Aviation Organization (ICAO)
will finalize global market-based measures to assist the international
aviation industry with agreed climate change targets—capping
aviation GHG emissions at 2020 levels and delivering carbon neutral
growth from 2020
REDD+ is considered an important framework for reducing emissions
whilst managing forests and enhancing forest carbon stocks
delivering both carbon and non-carbon benefits
Benefits of REDD+ provide additional environmental and social
benefits not found in the mitigation activities of other sectors

Click here to read full report
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Contact details
For further information please contact:
Permian Global Advisors LLP
Savoy Hill House
7-10 Savoy Hill
London WC2R OBU
United Kingdom
Tel: +44 (0)20 3617 3310

Email: Holt Thrasher
holt.thrasher@permianglobal.com

31

Strictly Confidential

Navigate to Table of Contents

June 24, 2016
Mr. Jason Gray
Manager – Market and Auction Monitoring
California Air Resources Board
1001 I Street
Sacramento, CA 95812
Dear Jason,
Permian Global would first like to thank you and the California Air Resources Board (ARB) for acknowledging
the fact that any greenhouse gas reduction strategy must include emission reductions from tropical
deforestation. We encourage you and your colleagues to continue the progress shown over the last decade to
finally initiate your sector based crediting program formally within the cap and trade program this year.
The inclusion of such forest based emission reduction efforts are the least expensive route to achieve climate
change mitigation at scale. We also believe, this approach has the potential to be the most economical,
effective, rapid and largest solution to achieving negative emissions and 1.5-degree global temperature
increase target, while fostering the critical recovery of natural forest ecosystems.
In response to your request for comments on ARB’s technical document regarding the allowance of
international sector-based forest offset credits to enter the California Cap-and-Trade Program, Permian Global
would like to offer the following thoughts on several aspects of the proposal.
We understand California must work at the level of the jurisdiction based on existing California law to link with
other jurisdictions. Jurisdictions are political constructs, which typically encompass land under both public and
private ownership, being utilised for a wide variety of land uses. We believe it is possible to create a viable
jurisdictional system, however several practical aspects need to be included from the start of such program,
including:
1.

2.

3.

Tropical Forest degradation should be included at the start of the program. REDD represents
‘Reduced Emissions from Deforestation and Degradation’ because deforestation by itself does not
fully correlate with actual forest based emissions. It is critical to recognize that degradation is often a
more important source of emissions than deforestation (i.e. greater than 50% of emissions come from
degradation vs deforestation). So any system that only measures and manages deforestation is not
necessarily a complete or accurate indicator of terrestrial emissions.
Remote sensing technology has been improving rapidly but it still requires a combined approach
with data to be collected from plots on the ground. This is easiest with homogeneous landscapes.
As land usage and landscape characteristics become more diverse this progressively increases
complexity and makes the work more challenging. One of the major difficulties of plot based
programs is gaining access to privately controlled land where illegal logging takes place. It is essential
approved jurisdictional emissions monitoring be scientifically credible now and in the future.
Given the current available technology, special care should be taken on the size of jurisdictions to
link with. The issues are to do with the ability to accurately calculate and then monitor emissions
sufficiently, given the currently available technology and resources to do the work. Our view is that
jurisdictional monitoring during the next decade could be feasible for areas in the range of 100,000 to
1 million ha but certainly not in the range of 1 to 100 million ha. It is important to keep in mind that
overall protection and recovery targets of 100 - 600 million ha areas are needed to actually deliver
meaningful impacts to reduce climate change, therefore a larger accounting ‘framework’ that
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4.

5.

accurately manages smaller landscapes is critical. In tropical countries this would suggest that often it
would be better to focus on rural municipalities rather than provinces. After another decade we may
have the capability to monitor terrestrial emissions on a larger provincial basis.
Capable Linkage partnerships are limited in the near term so effort should be made to foster the
viable partnerships that do exist. After reviewing numerous potential REDD+ forest development
sites (100+), we believe there are limited viable opportunities for the development jurisdictional
systems, either de-novo or in process, that could be revised to function to an acceptable scientific
standard and in a reasonable period of time (10 - 20 years) due to the numerous challenges in
funding, approvals, competing interests, etc. This fact would have significant negative impact on the
larger-scale, immediate, development of a sector based, effective, climate mitigation solution.
California should strongly consider an approach where “nested REDD” is considered at the
beginning of the sector based offset program. We would strongly suggest a better path is for a
Jurisdictional approach to be set as a longer term goal, with immediate project based management
and accounting (with high quality verification standards) as the only short-term viable approach,
which could be implemented with any degree of certainty and accountability. This is what California
does today for domestic offsets and it could would work in international contexts as well. It is
important to recognise that projects can be embedded within jurisdictions but these need to be at a
realistic scale.

Conclusions – Recommendation:
Our strong recommendation therefore is that the inclusion of project-based “nested REDD+” be allowed as
part of the positive development within a jurisdictional REDD system. In addition, if a nested REDD+ projectbased system is not implemented, California should then work to implement a jurisdictional REDD+ system
where the emission reductions are achieved by a more practically constructed jurisdictional initiative (which
immediately includes projects with high standards of a VCS / CCB approach, while a long term goal of say ’10years’ is allowed to assist the jurisdictional governments to build capacity to manage such an endeavour). It is
critical that the Jurisdictions be established at a realistic scale (i.e. small enough to be established quickly,
managed with existing technology, and through existing funding allowances for the jurisdictional activities
needed). This will enable a high quality, faster start up, which will generate greater incentives to expand to
broader landscapes when technical capacity permits. It will also allow the most rigorous standards to be
applied from the outset, thereby generating confidence in the initiative and ensuring that this is maintained
into the future and then scaled up to larger areas.
As indicated above, we would be pleased to invest our resources to assist CARB in its efforts to further this
evaluation as needed. In addition, we have included a presentation which provides a helpful selection of
research supporting the science and policy considerations of a sector based system inclusive of international
forest carbon offsets.

Sincerely,
B. Holt Thrasher
CEO, Permian Global Group
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