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Cap and Cap and Cap and Carbon Tax
Trade with Trade with Dividend
Offsets No Ag
Offsets

Supporters Kerry Cantwell Corker
Graham Collins
Lieberman

Ag Offsets? Yes No No

Mechanisms  Allowances Allowances Dividend
for Offsetting  and Offsets

Costs to

Consumers

Mechanisms  Allowances Allowances Annual
for Offsetting  and Offsets Approps
Costs to
Farmers




After all the pain fighting over cap and
trade, why do people want to fix this?

“...theissue of cleaning up
the air and energy
Independence should not
die — and you will never
have energy independence
without pricing carbon,”
Graham argues.

“We are more dependent on
foreign oil today than after
9/11. That is political

Senator Lindsey Graham malpractice, and e"erY

New York Times, Feb 27, 2010 member of Congress Is
responsible.”




“The future economy of America and the
Jobs of the future are going to be tied to
cleaning up the air, and in the process of

cleaning up the air this country becomes
energy independent and our national
security Is greatly enhanced.”

-- Senator Lindsey Graham
New York Times, Feb 27, 2010




Maybe the marketplace will forget....Can
we make it go away?




Other Drivers: State Action

North American Cap-and-Trade Initiatives

Regional Initiatives:
California (AB32 law —
cap by 2012)

Regional Greenhouse

Gas Initiative
Western Climate
T ENYE
Midwestern GHG
Reduction Accord




Other Drivers: Court Action

Recent court decisions have allowed suits

against major GHG emitters to go forward:

Connecticut v. AEP
Kivalina v. ExxonMobill
Comer v. Murphy Qll

Bottomline: In the absence of federal action, companies
have full liability for GHGs and courts are allowing cases
suing for both $$ and injunctions to enforce control
technology to move forward.
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Run!
(Just kidding)
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Afforestation: Case Study for Engagement

® USDA analysis projecting high levels of afforestation on
cropland used EPA’'s model and assumptions

@ Legislative language analyzed reflected long-term desire by
environmental groups to severely limit offsets by type and
volume

@ Projected scenarios are only as good as the assumptions
made. Change the assumptions by changing the legislative
language — not by boycotting the whole process

@ Leaving the playing field ensures that others will decide the
policy




Protecting Agriculture’s
Interests

The difference between a good deal for ag
and a bad one lies in who writes the bill or
regulation




Protect
AQ’s
Baseline
(2001)




Protecting Ag's Future Options

@ Baseline Protection: Recognize ag
iIndustry’s good work from 2001 forward

®Ag Commission: Get the best ag minds
iInvolved in recommending how to run the
offsets program

@ Legal Registry: Pass the offsets title ahead
of any legislation or EPA regulations




CEPA: Strong Offset Title

@ Clean Energy Partnerships Act (CEPA)

® Introduced November 2009

® Sponsors: Senator Stabenow (Ml);
Senator Baucus (MT); Senator Klobuchar
(MN); Senator Brown (OH); Senator Harkin
(IA); Senator Casey, Jr. (PN); Senator
Begich (AK); Senator Shaheen (NH)




CEPA Main Points

® Voluntary offsets program for agriculture
and forestry

® USDA (not EPA) as the lead agency on
all agriculture and forestry projects

@ List of eligible ag and forestry offsets

@ Flexible policies for sequestration using
means like short-term contracts




CEPA Main Points

® Stackability of credits from other conservation or
stewardship program payments

® Avoided conversion of conservation practices

® Generous crediting for holders of early action
offsets

® Interim rules to fast-track offsets

® Carbon Conservation Program to incentivize
carbon practices including early adopters or new
offset types




Risky business

Oh, come on, what’s the worst that can
happen.




How fast can we adapt?

According to USDA, climate variability could mean:
An increase in extreme weather events, such as heavy downpours
Less frequent but more intense precipitation
Increased drought frequency and severity
Changes in season length, timing and conditions

Implications for agricultural production:
Changes in crop yield
Variations in plant tolerance
Changes in the water requirements of crops
Prevalence of crop disease, weeds, and pests
Loss of effectiveness of herbicides and pesticides
Shifts in areas where food is produced

How to deal with risk?
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For more information...

Ag Carbon Market Working Group

AGRICULTURAL CARBON MARKET WORKING GROUP
.'“ngrl-:uHure Hdruslng- climate markets
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www.agcarbonmarkets.com






