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Overview

Å Why the LMV?

Å Markets

Å Market expectations

Å What can carbon offset values contribute to 
restoration costs?

Å Trade-offs with other forest assets

Å Building investor confidence: firming up 
biomass carbon yield curves for planted 
bottomland red oaks in the LMV

What attracts 

carbon markets

to afforestation 

in the

Lower 

Mississippi 

Valley?

Markets are built on perception

Å Forest carbon is cost competitive

Å Low opportunity costs of competing land uses

Å High natural forest productivity

Å Scalability

Å ñAncillaryò benefits (conservation)

Ą the last one is key: prior to a compliance 
market, conservation benefits may be a 
primary consideration

To date (since ~1999): ~ 100,000 acres 

reforested with carbon finance in the LMV*

*64,907 acres as of 2004 on NWRs alone

Domestic voluntary offset markets
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ÅMembers accept voluntary legally-binding 

commitments to reduce emissions 

ÅPhase I: 2003-2006, Phase 2: 2007-2010 

(ends 2010?)

ÅTo date: 11 million tCO2 (3.7 million tCO2 

originating in the U.S.)

Å2006: 10.3 MtCO2, $38.1 million 

ÅAverage price 2006-2007: ~ $4/tCO2

Retail carbon market

Å2006: 10-20 million tCO2, $100 million 

ÅAverage price 2006-2008: ~$10/ton (typical 
range: $1 to $15)

ÅLarger market share of afforestation carbon

ÅBig expectations that this market will increase

ÅProbably wonôt be supplanted with a 
compliance market (targets individuals/ 
households rather than large industrial 
emitters)

Disclaimers

ÅPrices per ton offered to projects are 

typically less than those traded and 

reported

ÅU.S. originating afforestation carbon does 

not dominate these markets ï

competition!

McKinsey and Company 2007

ĄContinued and increasing investment 

requires a longterm policy signal 

(especially for afforestation with 

delayed returns)

http://www.chicagoclimateexchange.com/index.jsf
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Expectations of forest carbon 

projects ïwhat makes a marketable 

offset?

Reporting 

rules

Additionality Permanence Leakage

US DOE 

1605b

Initial entity-wide report 

sets business-as-usual 

(project must exceed 

business-as-usual)

Registered entities (buyers) 

commit to continuous 

carbon reporting of entities 

from which offsets are 

sourced (losses and gains)

Entity-wide reporting to 

capture and deduct for 

leakage within holdings 

ïexemption for forest 

holdings under 

sustainable 

management (FSC, 

SFI, ATFS)

EPA Climate 

Leaders 

(draft)

Everything is additional! ï

performance standard, 

deduct background rate of 

afforestation (0.27%/year)

TBD Deduct for direct and in-

direct (market effects) 

leakage 43% for the 

LMV!

Chicago 

Climate 

Exchange

Not required Legal protection status (long 

term > 15 yrs easement) 

and 20% Forest Carbon 

Reserve Pool to insure 

against losses

Not required

Voluntary 

Carbon 

Standard

ñeither orò standard - must 

demonstrate barriers to 

implementation or more 

competitive alternatives

Maintain a reserve pool (5% 

to 60% depending on risk 

assessment) to insure 

against losses

Direct activity-shifting 

only (following approved 

CDM A/R 

methodologies)

Reporting rules Baseline and accounting Initiated not 

before

Without forest 

prior to

US DOE 1605b Fixed base-year baseline = 

initial entity-wide report. Can 

report 50% of 50 years 

anticipated growth upfront.

No requirement 10 years without 

forest

EPA Climate 

Leaders

(draft)

Baseline = background rate of 

afforestation (0.27%/year)

? No time distinction, 

must demonstrate 

change from non-

forest to forest use

Chicago Climate 

Exchange

Fixed base-year baseline 

(carbon stocks immediately 

prior to performance period). 

Offsets must be produced in the 

same period in which they will 

be reported (Phase I: 2003-

2006, Phase II: 2007-2010)

1990 1990

Voluntary Carbon 

Standard

As per CDM approved A/R

methodologies: carbon stocks

associated with conditions

prior to, and likely to continue

past, the start of the project

2002 10 years without 

forest

Why go to these lengths?

THE ENVIRONMENT

Another Inconvenient Truth
Behind the feel-good hype of carbon offsets, some of the deals don't deliver

Markey asks FTC to develop carbon offset standards 

Michael Burnham, E&E Daily senior reporter

Buying and selling voluntary carbon offsets is a $100-million-a-year industry today, 
with few signs of slowing down. It's also largely unregulated, with plenty of room 
for error.

But Rep. Ed Markey (D-Mass.) wants to change that and yesterday asked the 
Federal Trade Commission to come up with guidelines meant to "ensure voluntary 
carbon offsets are productive commodities, both for consumers and for the 
climate," he said in a statementé

July 19 2007

http://www.businessweek.com/



