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INTRODUCTION 
Climate change is a real and serious problem; the consensus on this issue is clear. How 
businesses and institutions should lower their greenhouse gas (GHG) emissions and address the 
problem is less evident. Many businesses are taking steps to reduce their emissions by 
implementing employee commuting programs, energy efficiency retrofits, and other efforts. As 
businesses make commitments to reduce their impacts on the climate, many are looking to the 
purchase of greenhouse (GHG) offsets as part of the solution. At the same time, most decision-
makers are unsure what offsets really are and how they fit into efforts to address climate change. 
 
The aim of this report is to clarify what GHG offsets are, analyze the types and categories of 
commodities sold as offsets, and describe the current GHG offset provider market. Offsets can be 
a powerful part of global climate action, and can play an important role in a businessÕs efforts to 
reduce their impact; however, they are not the right tool for everyone. 
 
Depending on your goals as a business or institution and the other options available to you to 
reduce your climate impacts, offsets may be a means by which to make a positive impact. Offsets 
are accessible, relatively inexpensive, and provide a way to support immediately available 
technologies toward a less carbon intensive future. However, they should not be viewed as a 
panacea or used without attention to conservation, lower carbon solutions such as more efficient 
technologies and renewable energy production, and other actions a business has the opportunity 
to control or influence. 
 
Purchasers have an important role to play in shaping the market by engaging in it, asking 
questions and seeking the solutions that are best. The authors of this report hope that you will 
find here the tools you need to evaluate the options so that, whether you decide to purchase 
offsets or not, you are able to be proactive and feel confident about what offsets are and how 
their role in solving the climate change problem. 
 
Several reports have been published in the last year that aim to help offset consumers understand 
the market, the mechanisms, and how to make responsible offset purchases. These are excellent 
resources (listed on page 7) and we encourage you to use them in addition to this document. We 
echo their analysis in many ways, clarify some points and seek to make the findings actionable. 
The document is divided into clear segments so that you can read it as a whole or read pieces 
individually. 
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WHAT ARE GHG OFFSETS? 
Technical Definition 
A greenhouse gas (GHG) offset is an environmental commodity that represents the act of 
reducing or avoiding GHG emissions in one place in order to ÒoffsetÓ the emissions taking place 
elsewhere.1 

Practical Definition 
You pay someone else to reduce their emissions and you receive credit for helping to ensure that 
fewer GHGs are emitted globally. When you buy an offset you are not directly reducing your 
own GHG emissions. You emit a ton of carbon and pay someone else to not emit a ton of carbon 
or to absorb a ton of carbon through some form of sequestration. 

 

2,3,4,5,6 

Value of Offsets 
Offsets allow individuals and institutions to infuse capital into projects that reduce emissions or 
are emissions free by placing a value on the environmental benefits that these projects produce. 
Offsets are effective in that they encourage the immediate, efficient implementation of existing 
technologies and solutions at relatively low cost. In addition, many offset projects create non-
commoditized benefits such as reduced air pollution, job creation, or protection of biodiversity. 
 
Some critics see offsets as a Òguilt taxÓ or Òindulgence taxÓ that allows people to avoid taking 
direct action or taking responsibility for their emissions.7 Others question whether businesses 
should be allowed to pay to pollute. Supporters argue that offsets make global emissions 
reductions more efficient by putting the money where it can have the biggest impact. The authors 
view offsets as one of many possible mechanisms creating global emissions reductions. Offsets 
can be used to justify poor behavior and should not be used in this way. However, if used 
responsibly, they are a powerful tool for building a less carbon intensive future.

Off set Example 

You take a round-trip fl ight from Seattle to New York for an important trade show. Your portion of 
the greenhouse gases emitted by this fl ight is 2.08 MTCO2e (metric tons of carbon dioxide 
equivalent).2 While you may consider taking a train and emitting 1.587 MTCO2e, or making the 
tradeshow part of a family road trip vacation emitting 0.82 MTCO2e per person, you are unlikely to do 
either of these due to time constraints and the nature of your business.3 You see this trip as necessary 
travel, essential to your business. 
 
There is a dairy farm in Wisconsin where the farmers could build a biodigestor to take cow manure, 
capture the methane produced by its bacterial decay, and use it as a fuel source that keeps this potent 
GHG out of the atmosphere. This process will also create a new source of power that reduces reliance 
on more carbon intensive energy sources such as coal.4 By receiving additional funding from people 
like you who are willing to pay for these environmental benefits in the form of offsets, these farmers 
can make the project happen. 
 
You pay between $8 and $48 Ð depending on the provider you choose Ð for the 2.08 MTCO2e you 
emit on your round trip fl ight, and the farmers create a solution that avoids that same amount of GHG 
emissions.5,6 
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OFFSETTING VS. ACTING INTERNALLY 
If you have the choice between reducing emissions by 30 MTCO2e and offsetting 30 MTCO2e, 
does it matter which action you take? There are differences between internal actions and 
offsetting that do not make these options equal. It is unlikely that you will face a strict either-or 
decision about whether to buy offsets or to take action internally, but it is important to 
understand the differences between these two courses of action to help you determine what the 
risks and opportunities are for your organization. 
 
Risks and Real Impacts: Relying on offsets can be a risky endeavor in part because the market 
is not well developed and the debate about quality is ongoing. You have much more control over 
the actions that take place within your own company and you may be better able to ensure that 
your actions are creating real impacts if you are implementing projects directly. 
 
Reputation: Your ability to explain and prove the impacts of your climate actions is essential to 
maintaining and enhancing your brand. Given the current state of public skepticism about the 
role and validity of offsets, reputational gains may be stronger for conservation and energy 
efficiency efforts than for offsets purchases. Buying offsets alone is unlikely to be sufficient 
action to gain the approval of stakeholders, including employees and customers. 
 
Bottom-Line: Although buying offsets today will make a quick dent in your carbon footprint, it 
may also divert your attention from making real and lasting changes in your companyÕs 
behavior. You may find much broader reaching benefits by turning your attention inward to 
reduce your consumption or create efficiencies that can positively impact both the climate and 
your bottom line. Offsets have to be purchased year-after-year, whereas internal measures often 
reduce emissions for multiple years. 
 
Ahead of the Curve: If you are likely to be regulated, it may be to your benefit to get involved 
in the offset market now to learn how it works and how your company can participate. If this is 
the case, it is also to your benefit to concentrate on internal projects which will reduce your 
reliance on offsets to meet future regulatory 
mandates. 

When to Offset 
Offsets can contribute to a strong climate action 
plan, show your stakeholders that you are 
serious about climate change action, and get 
you involved in a market that is likely to grow 
in the future. If you decide to purchase offsets, 
you can avoid some of the risks and achieve the 
greatest benefits by making them part of a 
broader set of climate actions. You can also do 
your research to understand the difference 
among offsets and find a provider that best 
helps you accomplish what you are striving for 
(see pages 11-15 for more detail on selecting an 
appropriate provider).

Why Offset? 

!  You have already improved effi ciencies 
and reduced emissions within your 
companyÕs operations, but want to do 
more to mitigate your impacts 

!  You are trying to become carbon neutral 
!  You want to engage and educate 

employees and other stakeholders on the 
issue of climate change 

!  You want to learn about how offsets work 
and start to prepare for regulation 

!  You want to encourage a participatory 
market system for carbon trading and 
contribute to the development of a climate 
conscious economy 
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OFFSETS AS PART OF A GHG REDUCTION STRATEGY 
There are many actions that you can take as a company to reduce and mitigate your climate 
impacts. Many previous reports have defined hierarchies of action, indicating that offsets should 
be the lower priority action, after focusing on conservation and more efficient technology use.1 
Similarly, one offset provider compares this philosophy to Òreduce, reuse, recycleÓ and restates it 
as Òdrive less, drive smart, drive neutral.Ó2 
 
Conservation, more efficient systems, green technologies, carbon sequestration, and offsetting 
are all important tools that businesses should consider as opportunities to reduce their climate 
impacts. Over time some types of action may be more accessible, more affordable or more 
effective at reducing emissions than others. Each company can determine how much of each 
activity they will engage in over time.  
 

 

Carbon neutrality  

Hundreds of universities, companies and government entities are pledging to go carbon neutral. The 
idea is to reduce an entityÕs overall emissions to zero. 

Critics say that the math does not add up because everyone has to emit some carbon. Proponents say 
that even if it is not possible to bring the worldÕs emissions to zero, the act of aiming high for carbon 
neutrality will inspire the greatest innovation and success in addressing climate change. 

If  you decide to go carbon neutral, offsetting will necessarily be part of the equation. 

Climate Actions over Time 
Conservation includes actions such as replacing light bulbs with more efficient ones, reducing commuter trips, and 
turning down the thermostat. Low carbon solutions are investments in green energy or alternative fuels that allow 
us to continue to use energy but with less climate impact. Offsets can be used to reduce emissions beyond what a 
company is able to accomplish internally to their business. Finally, additional influences are actions traditionally 
outside of the scope of the GHG inventory but which a company has some inf luence over such as research, 
education and climate friendly investing. 
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THE GHG OFFSET MARKET 
The GHG offset provider market is growing rapidly, with Òvoluntary markets at about US$100 
million for the first three quarters of 2006Ó1 and the demand for voluntary carbon offsets 
expected to reach 400 million MTCO2e per year by 2010.2 There are now more than 30 
organizations that are engaging with individuals and businesses selling a diverse set of 
commodities loosely referred to as GHG Offsets (see Appendix 2 for a current list of providers). 
 
These providers are part of what is currently a voluntary and unregulated market which has led to 
significant variability in the quality and cost of offsets. Offset providers can vary significantly in 
the range of products they offer, the types of commodities they trade, the way they calculate and 
track their emissions, and the price at which they sell their products. 
 
When considering GHG offset purchases, it is essential to examine the advantages and 
disadvantages of different types of offsets and to compare the products that are being offered. A 
number of recent reports have attempted to analyze the quality of offset providers and the offset 
market and provide useful information, as to what the issues are surrounding offsets and how to 
make an informed decision as a purchaser. 

Three Recommended Resources 

A Consumer’s Guide to Retail Carbon Offset Providers. A Report from Clean Air Cool Planet. 
Prepared by Trexler Climate and Energy Services. December 2006. 
http://www.cleanair-coolplanet.org/ConsumersGuidetoCarbonOffsets.pdf 
 
The Carbon Trust Three Stage Approach to Developing a Robust Offsetting Strategy. Carbon Trust. 
November 2006. http://www.carbontrust.co.uk/Publications/publicationdetail.htm?productid=CTC621 
 
Voluntary Offsets For Air-Travel Carbon Emissions: Evaluations and Recommendations of Voluntary 
Offset Companies. Tufts Climate Initiative. December 2006. 
http://www.tufts.edu/tie/tci/pdf/TCI_Carbon_Offsets_Paper_Jan31.pdf 
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QUALITY & ADDITIONALITY 
One of the biggest difficulties as a potential offset purchaser in this diverse market is 
determining the quality of the offsets. There are currently no standards or regulations, and there 
is a lack of consensus around the definition for offsets. From one offset to the next, there are 
variations among all defining characteristics including project type, project location, who is 
implementing them, associated ancillary benefits, and market mechanism. 
 
A few different certification standards have been developed to try to create a baseline metric for 
assessing quality, but with the lack of uniformity, some feel these have only muddied the 
distinctions. A commonly followed standard for what a quality offset is will help reduce some of 
the variation, but it may always be difficult to compare a wind turbine installation in South 
Dakota to a reforestation project in Costa Rica. 
 
Although offset quality is defined by a number of factors, the biggest debate centers around the 
issue of additionality. Many argue that offsets should only count for projects that go beyond 
Ôbusiness-as-usualÕ to support something that would not have happened if offsets did not exist.1 
Others say that it should not matter whether offsets are what allowed the project to happen and 
that any project that reduces emissions should qualify to be rewarded by offsets.2 
 
No matter what the project is, it is difficult to measure and track additionality. In the US market, 
where there is not a common standard, offset providers adhere to different definitions of 
additionality and work to show consumers why their model is legitimate. As a potential 
purchaser you can decide which model of additionality is the most compelling to you and choose 
a provider accordingly. 
 

3,4,5,6

Defi ning Additi onality  
Additionality generated a major debate in determine rules for emissions trading under the Kyoto 
Protocol.3 The following informal definitions came out of that process and are relevant today in how 
offset providers conduct their projects: 
 
Environmental Additionality4 
If the project produces emissions that are lower than a predefined baseline then the project is 
additional. The key focus is on what would have happened if the project had not been created. 
 
Project Additionality5 
The project is additional if it would not have happened without the offset. The key focus is on what 
would have happened if the offset market had not been created. 
 
Financial Additionality6 
A slight variation on project additionality, this looks specifi cally at whether the money provided 
through the offset makes an otherwise financially unviable project viable. 
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DIFFERENT CARBON COMMODITIES 
There are three main types of commodities that are being sold as GHG offsets. They are: (1) 
project-based credits, (2) renewable energy credits (RECs) and (3) pooled emissions credits. 

Project-Based Credits 
All offsets are project based. Project based credits come from projects related to renewable 
energy, energy efficiency, sequestration or reductions of non-CO2 emissions, all of which are 
discussed in more detail in the next section. These are developed and sold through various 
independent offset providers. Some project based credits are also RECs, and sometimes offsets 
are pooled together rather than being sold as individual projects. 

RECs 
RECs are also called Green Tags or Renewable Energy Certificates. A REC represents one 
megawatt hour (MWh) of renewable energy production, or 1,400 lbs of avoided greenhouse gas 
emissions.1 This offset is calculated based on displacing the GHG emissions created by 
producing one MWh of electricity from non-renewable sources. Energy is generated and sold as 
one commodity and the environmental attributes of the energy are sold as a separate commodity 
called a REC. Some states have REC programs that existed before the carbon offsets market 
emerged, and many utilities sell RECs to clients who wish to ÒgreenÓ their energy supply. 
 
As RECs have become part of the carbon offset market, there has been some debate about how to 
ensure that they meet additionality standards. Proponents of RECs see them as the same thing as 
a renewable energy project based offset and go further to say that RECs are the best type of 
offset because they direct efforts at projects that get at the root of the climate problem and help 
develop the technologies and market for renewable energy that will be essential for a lower-
carbon economy.2 Depending on your goals as an offset purchaser, the definition of additionality 
that you adhere to, and the standard that the provider adheres to, RECs may or may not be the 
type of offset that you choose to invest in. 

Pooled Credits 
Pooled carbon commodities result when emissions reductions created from multiple sources are 
combined. In the US, the most visible type of pooled emissions is those created through the 
Chicago Climate Exchange (CCX). The CCX is a voluntary cap-and-trade emissions reduction 
program where institutions legally commit to reducing their GHG emissions relative to a specific 
historic timeframe.3 In this system, Carbon Financial Instruments (CFIs) are commodities 
created when CCX members reduce emissions more than required. In addition, CFIs can be 
created from projects completed by entities that are not CCX members but are certified through 
CCX. 
 
To date, there has been an excess of CFIs due to a lack of demand from CCX members who need 
to buy CFIs in order to meet their emissions reduction commitment. This has resulted in CFIs 
being sold outside the CCX market as GHG offsets. However, selling these offsets outside of the 
CCX market may not meet some definitions of additionality as the CFIs being sold outside of the 
exchange are based on projects that would likely happen regardless of their sale.
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TYPES OF OFFSET PROJECTS 
Tree planting, hog farm methane capture, wind turbines, industrial efficiency, and many other 
projects contribute carbon offsets to the market. There is significant debate about which of these 
methods is most effective at reducing emissions and keeping carbon out of the atmosphere. Some 
providers stake their bets on renewable energy as addressing the root of the problem, while 
others take a portfolio approach that a diverse set of projects is the best way to make an impact. 

Renewable Energy 
Many different renewable energy technologies exist. Most energy offset projects are based on 
wind, biomass, or solar technologies.1 In general, if these projects are not being used to generate 
RECs as well as offset credits, they are additional and scientifically valid. 

Energy Efficiency 
Energy efficiency projects are generally focused on the replacement of existing infrastructure by 
new, more efficient technologies. Common examples in this category include installing compact 
florescent lamps (CFLs) and replacing old motors with more energy efficient ones. Many energy 
efficiency projects require significant capital and may not be undertaken without the money that 
offsets provide, thus meeting the additionality standard for offsets to support a project that would 
otherwise not exist. 

Non-CO2 Emissions 
One example of this type of project is flaring landfill gas so that the potent methane is turned into 
less potent carbon dioxide and water. Other common non-CO2 emissions come from industrial 
processes such as those related to electric power systems and semiconductor manufacturing.2 
Projects to reduce these emissions are often similar to energy efficiency projects in that they 
create technology-based solutions that would be cost-prohibitive without offsets. 

Biological Sequestration 
These projects aim to store GHGs to keep them out of the atmosphere. Biological sequestration 
projects are very common, but also controversial as scientists debate whether these methods are 
effective at reducing the human contribution of GHGs to the atmosphere over the long-term. The 
two main types of biological sequestration are forest-based projects and agricultural projects. 

Forest Sequestration: Planting trees can create a sequestration sink for carbon dioxide emissions.  
However, in general, it is difficult to ensure that trees are a permanent means of storing carbon 
due to threats from fire, disease and conversion of the land to other uses.3 Such risks can be 
mitigated with contractual agreements about the use of the land, as some offset providers do. 
National standards or protocols may also eventually lower the level of associated risk. Forestry 
projects are an important part of the climate solution puzzle but care should be taken when 
purchasing forest sequestration offsets to ensure that carbon sequestration is lasting. 
Agricultural Projects: Tilling an agricultural field is a common practice to prepare the soil for 
seeding, but can lead to a loss of carbon from the system into the atmosphere. Many offset 
providers have therefore used projects that minimize tilling practices to create GHG offsets. 
However, there is a range of results as to how much changing tillage practices actually result in 
carbon uptake by the soil.4 Questions regarding the utility of no-till farming make many 
observers wary of depending on no-till sequestration projects to create long lasting, scientifically 
valid offsets. 
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CRITERIA TO CONSIDER IN CHOOSING A PROVIDER 
In differentiating among providers the most important attribute to evaluate is the quality of the 
offsets they provide. As we have mentioned, we see additionality as one of the most significant 
aspects of quality, but there are other important variables that contribute to quality. Aside from 
quality, there are also many other differentiating factors among providers that may factor into 
your decision about which provider to select for your business. 
 
Your needs and goals should inform how much weight you give to various characteristics. For 
example, if you are a small firm just starting to address your climate impacts, you may care more 
about what kind of support the provider can give you in calculating and tracking your emissions, 
whereas if you have already done a GHG inventory, you may be more concerned with ancillary 
benefits and the impact of your dollar spent. 
 

Evaluative Criteria 
Offset Quality Additional Criteria 

Additionality $/MTCO2e 
Project Type Non-Profit vs. For-Profit 
Offset Type Education and PR 

Certification Provider Location 
Ancillary Benefits Provider’s Clients 

Future vs. Standard Model Project Location 
Transparency  

Offset Quality 
WeÕve already discussed additionality, offset type and project type as they related to quality (see 
page 8). Other criteria you may consider important are certification, ancillary benefits, whether 
the project utilizes a futures or a standard model and provider transparency. 
 
Certification 
There are a number of different certifications right now including Green-e Certification, the 
Clean Development Mechanism (CDM) Gold Standard, and the Carbon Neutral Protocol, as well 
as the Chicago Climate ExchangeÕs proprietary certification. Without one common standard, it is 
difficult to evaluate providers equally. Those providers who do seek certification right now show 
a level of commitment to the consumer and give a measure of accountability that could be an 
important criterion for some institutions. However, certified offsets do not necessarily result in 
better quality emissions reductions than non-certified projects.1  
 
Ancillary Benefits 
Some projects create benefits such as biodiversity conservation, erosion control, or job creation 
in addition to the GHG reduction benefits that an offset represents. The Bonneville 
Environmental Foundation (BEF) goes as far as to have a third party conduct an environmental 
impact assessment on each of their projects to ensure their emissions reduction actions do not 
have negative consequences.2 Ancillary benefits are not essential for realizing the GHG 
reduction benefits of projects, but they are important for creating solutions that are truly 
sustainable by addressing social and environmental impacts beyond climate change. 
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Futures vs. Standard 
Some offsets represent emissions reductions that may happen well into the future, otherwise 
known as Òfutures.Ó Other offsets represent reductions happening in the year in which the offset 
is purchased, also called Òstandard offsets.Ó Critics of the futures model say that it introduces 
more risk for the offset purchaser who is buying something that does not yet exist. Supporters of 
futures say that their model allows projects to get the capital necessary up front so that new 
projects can be developed. They also say that risk can be mitigated through a diverse portfolio Ð 
some projects will produce more offsets than expected while others will create fewer, but it will 
even out over time.  
 
Provider Transparency 
Although provider transparency does not necessarily yield quality projects and lack of 
transparency does not necessarily yield poor ones, it is difficult to evaluate quality without 
transparency. A purchaser needs to be able to assess, among other things, what they are buying 
in terms of the offset types, the project methodology, and the additionality standards being used. 
Transparency can be difficult to measure. As a purchaser, if you are unable to get information 
about any of the above criteria, you may consider seeking a provider who is willing to be more 
open about their practices and impacts. 

Additional Criteria 
$/MTCO2e 
Analysis by other researchers indicates that at this point in time, there is little or no correlation 
between the costs and quality of offsets.3 There are good cheap projects, and even bad expensive 
projects. This does not, however, mean that cost should not be an important criterion in 
evaluating potential providers. If it is determined that several providers are offering comparable 
offset products, cost can be a determining factor. Choosing a provider based solely on lowest 
price would not capture the important differences in quality among providers and projects. 
 
For-Profit vs. Non-Profit Providers 
There is no direct quality or cost rationale for screening providers by their profit status. 
However, you may wish to consider the political climate related to choosing for-profit providers 
rather than non-profit ones. For-profit organizations tend to be less transparent about their 
financials than non-profits.4 
 
Education and Public Relations 
Some organizations can offer support to help you educate your constituents about climate change 
and offsets. These public relations services can add a brand enhancement opportunity to your 
offset purchasing. If you have significant indirect emissions you are trying to reduce, a provider 
with a strong educational component can help educate your constituents and change emissions 
behaviors, ultimately reducing your offset bill. 
 
Provider Location 
While there are no direct reasons to not deal with foreign providers, you may prefer to work with 
a provider who is a phone call away in the same or similar time zone. 
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Project Location 
This criterion presents more of a personal choice than an indication of quality or cost. You or 
your business may have a connection to a particular country or place that you would like to 
support through your offsets purchase. Perhaps you are most interested in supporting projects 
that take place in your region to reap the ancillary economic and environmental benefits they 
create. 
 
Provider’s Other Clients 
If multiple businesses in your area or sector are using the same provider, it may be easier to get 
information about the providerÕs activities and achieve an additional level of accountability and 
legitimacy.
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OFFSET PROVIDER SELECTION PROCESS:                        
THE UNIVERSITY OF WASHINGTON AS EXAMPLE DECISION-MAKER 
With so many providers and so many criteria, even if you are well-educated about what offsets 
are and how you want them to be part of your businessÕs actions, it can be difficult to make that 
final step to pull it all together and choose a provider. To illustrate how you might choose an 
offset provider we provide research that we produced for University of Washington decision-
makers. Every business and institution will face different constraints, but this analysis may 
provide a framework for how you make your own purchase. 

1. Initial Culling 
First, we culled the list down from 45 organizations to 11 by selecting providers that have been 
established for several years, and that have received high regard from other studies,1 are working 
with other universities, are working with our peers in the Seattle community or have directly 
solicited the universityÕs business. This first screen is based on the need for the university, as a 
large institution, to work with a well-established organization that has significant credibility as 
exhibited by rankings or client base. Each of these providers also has some certification or third-
party verification process that also lends credibility. We then chose to focus on providers that are 
not acting solely as brokers. The university would be making a large enough investment to 
benefit from working directly with project administrators. This left us with 9 potential providers. 

2. Immediate Barriers 
Next we looked at the above set of evaluative criteria to see if there were any that would create 
immediate barriers or were obvious priorities for the university. Although we were initially 
concerned that there may be barriers for the university to engage in offset purchase from for-
profit providers rather than non-profit ones, this was not the case. Therefore provider profit status 
was not considered a screen.2 Additionally, working with non-US providers is not a legal issue as 
initially thought, but it is a logistical one. Given that there are strong providers available in the 
US, and given the likely need for on-going support in executing what would be a sizable offset 
purchase, it makes sense for the university to seek a US rather than a non-US provider. This 
shortened the list to 6 potential providers. 

3. Additionality 
Finally we looked at additionality and transparency. The last six providers can be divided into 
two categories, those that are actively involved in the Chicago Climate Exchange system and 
those that are not. Both CarbonFund.org and TerraPass purchase some credits through CCX. As 
described in the Different Carbon Commodities section, offsets created through the CCX (CFIs) 
can struggle to meet additionality standards. If the university were interested in purchasing 
offsets through a CCX provider, we recommend they participate directly in the CCX (for more 
discussion on the decision about whether to join CCX, see pages 19-20 and the analysis in the 
Appendix). 
 
The remaining three providers are high quality independent project providers. Non-CFI offsets 
could also be purchased through CarbonFund.org, who runs some independent projects or 
TerraPass which buys some RECs outside of CCX.  
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4. Final Selection 
If the university were to choose to engage with providers, it is likely offsets would fall under 
Ôprocurement of goods and services law.Õ In this case, the university would need use a Ôrequest 
for proposalsÕ (RFP) process.3 Since the market for offsets is so diverse and prices are not stable, 
this process would be most effective not as a straight bid process, but as a bid combined with 
additional qualifications and criteria. Dollars per MTCO2e would certainly need to be a 
consideration, but the university would make the greatest impact by looking for the impact per 
dollar, which is not necessarily the same as least cost per metric ton. At this stage, the university 
could address other criteria such as education support, and ancillary benefits depending on the 
goals of the purchase. 
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Short-List of Potential Offset Providers for UW 
 Organization 

Name 
Product Specific Projects Ver ifiers Support to 

Clients 
Org. 
Type 

Org. 
Location 

Pr ice/ 
MTCO2e 

Bonneville 
Environmental 

Foundation4 
RECs*  

Wind, Solar 
Methane Green-e 

Carbon 
calculator 

Non-
profit 

OR, 
USA 

$20-
$24/tag 

Climate Trust5 Offsets 

Wind, 
Cogeneration, 
Reforestation, 
Efficiencies 

Various third-
party verifiers 

Lock in current 
offset price, 
bank credits 

Non-
Profit 

OR, 
USA $10 

 

Native Energy6 
RECs 
CERs*  
Offsets 

Wind, Solar, 
Methane, Biomass, 

Agricultural 

Green-e, CCX, 
CDM Gold 
Standard 

Carbon 
Calculator 

For-
Profit 

VT, 
USA $12 

CarbonFund.org7 
Offsets 
CFIs*  

Wind, Solar, 
Methane, Biomass, 

Reforestation, 
Efficiencies 

Green-e, 
Environmental 

Resources 
Trust 

Outreach 
programs 

Non-
Profit 

MD, 
USA $5.50 

Chicago Climate 
Exchange8 

Offsets 
Trading 

Wind, Methane, 
Reforestation, 
Agricultural 

CDM Gold 
Standard 

Trading 
Platform and 

Registry 

For-
Profit IL, USA $3.50 

 

Ter raPass9 Offsets 
CFIs 

Wind, Biomass, 
Efficiencies 

Green-e Carbon 
Calculator 

For-
Profit 

CA, 
USA 

$12.50 

Carbon Neutral10 Offsets 
Wind, Methane, 
Reforestation, 
Efficiencies 

Independent 
Advisory 

Committee, 
KPMG audit 

Carbon 
Calculator, 
Consulting 

services 

For-
Profit UK $15-$20 

Climate Care11 Offsets 
Wind, Biomass, 
Reforestation, 
Efficiencies 

Various third-
party certifiers 

Carbon 
Calculator 

For-
Profit UK $15 

 

Climate 
Fr iendly12 RECs 

Wind, Solar, 
Hydro,  Methane, 

Biomass 

AU Office of 
Renewable 

Energy, Ernst 
and Young 

Carbon 
Calculator, 

Carbon Cloud 
Tracker 

For-
Profit Australia $16-$19 

My Climate13 RECs 
Offsets 

Wind, Solar, 
Methane,  Biomass 

CDM and 
Green-e 

Air Travel 
Calculator 

Non-
Profit 

CO, 
USA 

$15  

NetGreen14 Offsets Wind, Methane Via Providers Outreach and 
PR 

Non-
Profit 

WA, 
USA 

$12 
 

11 potential providers culled from a list of 45 existing providers as of January 2007. Green = brokers that are not 
well suited to the universityÕs large scale. Yellow = outside of the US. Orange = involved in the CCX system of 
CFIs. Red = considered the top tier from this example process. Prices are as of June 2007 and prices may be 
different for businesses or other large purchasers. Information is compiled from provider websites. 
 

 

*  RECs = Renewable Energy Credits *  CERs = Carbon Emissions Reductions *  CFIs = Carbon Financial Instruments 

 

Evaluative Criteria 
1 Provider’s Clients 4 $/MTCO2e 
1 Certification 4 Education and PR 
2 Non-Profit vs. For-Profit 4 Ancillary Benefits 
2 Provider Location 4 Project Type 
3 Additionality - Project Location 
3 Offset Type - Future vs. Standard 
3 Transparency   

The criteria are organized according to when 
they were used in the example of the University 
of Washington process. Additionality remains an 
important criterion, but is not the f irst 
consideration as other issues such as legalities 
and practicalities come up first. 
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CONCLUSION 
The greenhouse gas offset market is young and changing rapidly. However, offsets for GHG 
emissions in some form are here to stay. Businesses that engage in emissions reductions now will 
benefit from their knowledge of their own operations in the context of climate and their 
knowledge of the market mechanisms for reducing GHG emissions. 
 
Compared to internal reductions, offsets can be more difficult to track and it can be more 
difficult to prove their impacts, particularly in an unregulated market. In part due to significant 
public skepticism companies should be well educated about offsets and make a decision that 
reflects their goals. When comparing offsets to internal projects, companies must remember that 
offsets have to be purchased every year, whereas many internal efforts will impact emissions for 
multiple years. The benefit of offsets is that they are accessible and can be less expensive than 
many internal actions. They create a mechanism for rewarding the actions of those working to 
reduce GHG emissions and give those creating emissions another way to make a positive impact. 
 
There are many providers, each with their own model, portfolio and tradeoffs. Having clear goals 
as an organization will help guide which criteria are most important to you and thus which 
providers will be the best fit to meet your needs. Business may rely heavily on offsets in the 
short-term but should look to conservation, lower carbon solutions and additional impacts as 
important long-term ways to reduce climate impacts 
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APPENDIX 1 

What is a metric ton of carbon dioxide equivalent (MTCO2e)? 
 
One round-trip flight between Seattle and New York emits 2.08 MTCO2e

1 
 

 
A typical refrigerator emits 0.1 MTCO2e per year2 
 

 
The average car emits 2 MTCO2e per year3 
 

 
The average American emits ~23 MTCO2e per year (2003)4 
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APPENDIX 2: 45 OFFSET PROVIDERS1,2 
 

 Carbon Offset Provider Location Web Address 
1 500ppm Germany www.manaca.com/partners/ppm 
2 AgCert/Driving Green Ireland www.agrocert.ie 
3 American Forests DC, USA www.americanforests.org 
4 AtmosClear MA, USA www.atmosclear.org 
5 AtmosFair Germany www.atmosfair.de 
6 Better World Club OR, USA www.betterworldclub.com 

7 
BEF - Bonneville Environmental 

Foundation 
OR, USA www.b-e-f.org 

8 Carbon Clear  UK www.carbon-clear.com 
9 Carbon Fund  MD, USA www.carbonfund.org 
10 Carbon Neutral/Men of the Trees Australia www.carbonneutral.com.au 
11 Carbon Neutral Company UK www.carbonneutral.com 
12 Carbon Planet  Australia www.carbonplanet.com 
13 Certified Clean Car CA, USA www.certifiedcleancar.com 
14 Clear Air Pass Canada www.cleanairpass.com 
15 Climate Care  UK www.climatecare.org 
16 Climate Friendly Australia www.climatefriendly.com 
17 Climate Neutral Group Netherlands www.businessforclimate.nl 
18 Climate Save  MA, USA www.climatesave.com 
19 Climate Trust/Carbon Counter OR, USA www.climatetrust.org 
20 CO2 Balance  UK www.co2balance.com 
21 Conservation Fund: Go Zero VI, USA www.conservationfund.org 
22 Conservation International USA www.celb.org/xp/CELB/programs/climate 
23 Drive Neutral  CA, USA www.driveneutral.com 
24 e-Blue Horizons  MA, USA www.e-bluehorizons.com 
25 EnviroTrade UK www.envirotrade.co.uk 
26 Green Fleet  Australia www.greenfleet.com.au 
27 Grow a Forest UK www.growaforest.com 
28 Leonardo Academy/Cleaner and Greener WI, USA www.cleanerandgreener.org 
29 MyClimate/Sustainable Travel Switzerland www.sustainabletravelinternational.org 
30 Native Energy  VT, USA www.nativeenergy.com 
31 Natsource/Dupont: BlueSource NY, USA www.natsource.com 
32 NetGreen WA, USA www.achievenetgreen.com 
33 Offsetters Canada www.offsetters.ca 
34 Plan Vivo/ECCM UK www.planvivo.org 
35 SELF - Solar Electric Light Fund DC, USA www.self.org/cnc.asp 
36 Targetneutral UK www.targetneutral.com 
37 TerraPass  CA, USA www.terrapass.com 

38 
TIST - Int'l Small Group & Tree Planting 

Svc. 
OK, USA www.tist.org 

39 Trees for Life UK www.treesforlife.org.uk 
40 World Land Trust UK www.carbonbalanced.org 
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APPENDIX 3: UNIVERSITY OFFSET INVOLVEMENT 
UW as a Green Energy Purchaser 
In 2006, UW became a purchaser of renewable energy in the form of RECs from the Stateline 
Wind Project.1 This purchase, which initially cost the University a premium of $23,000 per 
month, offset the 7% of coal and natural gas created electricity that Seattle City Light purchases 
from the Bonneville Power Administration and the Klamath Cogeneration Project.2 This 7% of 
UWÕs power is partially produced by natural gas combustion. UW is now the largest green 
energy purchaser in Seattle, and a consumer of 100% green energy.3 

Universities as Green Energy Purchasers 
UW is not alone among its peer universities in the move to purchase RECs to promote green 
energy. In 2006 at the University of Colorado Boulder roughly 7% of electricity related GHG 
emissions were offset through purchases of wind power. Near-term plans include an additional 
8% in the next few years and a goal of 25% by 2011.4  
 
In addition to administrative purchases of RECs, beginning in 2000 UC Boulder students began 
purchasing about 8.8 million kilowatt hours (kWh) of wind to offset 100% of the electricity used 
in the three student-run buildings.5 The trend of student-led purchases of RECs is becoming 
more common throughout the country. In Washington State for example, both Western 
Washington University and Evergreen State College now purchase 100% renewable energy from 
funding provided by student-initiated fees. In fact, Western Washington is in the top 25 of green 
energy purchasers nationwide.6 

University Involvement with the Chicago Climate Exchange 
Among public higher education institutions, the Universities of Iowa, Minnesota, Idaho, and 
Oklahoma are all primary CCX members. The CCX also has two private higher education 
institutions, Tufts University and the UKÕs Hadlow College as primary members.  

University of Iowa 
The University of Iowa is most notable for their work around energy and their membership in 
CCX. The University will burn oat hulls to meet part of the requirement of its CCX membership, 
and plans to replace up to 30,000 tons of coal at its power plant. This has the potential to create a 
20% reduction, or 72,000 tons of CO2 per year, in the UniversityÕs total annual emissions.7 
These changes from coal to biomass have saved the school over $500,000 in fuel costs. The 
power plant supplies 100% of the heat and 30% of the electricity to the campus. 
 
UI joined CCX in 2004 and as a member is required to reduce their GHG emissions 4% from 
1998-2001 levels by 2006. Through the oat hull biomass fuel project the University has been 
able to reduce their emissions beyond the level required by CCX and have a positive balance of 
26,100 carbon credits which have been traded on the exchange.8  

University of Minnesota 
Like the University of Iowa, Minnesota is a member of CCX and is working on biofuels as a 
campus power source. The University has a strong renewable energy research component in their 



 

 21 

Initiative for Renewable Energy and the Environment which was initiated and funded by the 
Minnesota state legislature to focus on renewable energy and environmental impacts of energy 
and climate change. 
 
Richard Sandor, the founder of CCX, is a U of MN alumnus and approached the universityÕs 
twin cities campus to solicit their involvement. The university approached the CCX cautiously 
and engaged a variety of stakeholders in the decision-making process including researchers on 
economics and policy. The process was driven mainly by the facilities management office, but it 
was important to get other stakeholders involved early on. Through this research, they found that 
relative to the baseline and given the improvements they had already made in their operational 
efficiencies and transportation fleet, joining CCX worked out in their favor. Anecdotally, 
administrators say the university is making between $100,000 and $200,000 by trading their 
carbon credits. There has been some pushback from people who think that CCX is not 
transparent enough.9 
 
The university has looked at using oat hulls from a Cheerios plant to mix with coal in their power 
plant. The plant generates steam for the campus and currently burns 70% natural gas. The oat 
hull exploration has run into problems with the Public Utility Commission concerned about 
emissions in a metropolitan area and it does not look like this project will go forward in the 
short-term. 

University Purchase of Offsets 
We did not find any purchases of offsets at the institutional level aside from RECs and through 
CCX. Some universities have departments, clubs or individuals who have bought offsets to 
mitigate particular activities. For example, Middlebury College had the first carbon neutral 
athletic team, and the University of Washington, School of Law recently made their conference 
on climate change carbon neutral.10 

Lessons learned about University Involvement in Offsetting 
Both the University of Minnesota and the University of Iowa had already made significant 
reductions before joining CCX and stood to gain by being sellers in that market. This money can 
be very beneficial as it can be reinvested in additional internal carbon reduction strategies. What 
CCX provides is the opportunity for institutions to become comfortable with a voluntary trading 
scheme that is likely to be regulated in the future. It also creates a legally binding commitment 
that must be followed by the university regardless of changes in administration or financial 
situation.11 This can be attractive as it creates some stability in greenhouse gas policy. One 
drawback of CCX is that it is not as transparent as many other providers. 
 
As mentioned, many universities have decided not to invest in offsets at this time. There is a fair 
amount of skepticism among faculty, staff and students at many universities about the validity of 
offsets.12,13 Some universities are waiting until the market is better developed and the projects 
more easily verified before considering purchasing. Additionally, many decision-makers do not 
feel that offsets create the amount of community education that internal reduction projects 
provide and they would rather focus on more tangible projects such as electricity monitoring or 
solar installations.14,15 A few schools have created offsetting programs that are run by students, 
and have successfully used offsets as an educational tool.16, 17 
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