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27 SEPT 2022

Professor Ian Chubb AC FAA FTSE, Chair
Independent Review Panel, Emissions Reduction Fund

RE: Concerns with the climate integrity of ACCUs

Dear Professor Chubb and members of the Independent Review Panel,

Thank you for the opportunity to comment on the Independent Review of Australian Carbon
Credit Units (ACCUSs)." For context, CarbonPlan is a nonprofit climate research organization
focused on the scientific integrity and transparency of climate solutions. | lead our policy work
and manage a team that has extensive experience analyzing carbon markets around the world.
| previously taught climate policy at the University of California, Berkeley and Stanford Law
School, and have published an academic book on the global experience with carbon markets.?

| write today to share my perspective on the concerns Australian researchers have expressed
about the integrity of ACCUs, as well as the reaction these researchers have received from
policymakers in response. | have reviewed the studies released by Australian National
University Professor Andrew Macintosh and his colleagues, who argue that as many as 80% of
the credits issued to projects under Australia’s most popular methodologies lack integrity.® In
my opinion, these studies credibly document significant issues that deserve to be taken
seriously, not brushed under the rug. They also share significant parallels with design flaws and
governance failures in the multi-billion-dollar carbon credit market in California, where | serve
as Vice Chair of the state’s Independent Emissions Market Advisory Committee (IEMAC).*
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Although | am concerned that the Australian Government has thus far failed to take seriously
the concerns of Professor Macintosh and his colleagues, | should note that CarbonPlan has
previously spoken highly of other Australian climate policy efforts. CarbonPlan’s independent
review of soil carbon credit methodologies in 2021 ranked one of Australia’s approaches as the
most rigorous offering in the global market.> My colleagues and | were pleased to see this
particular effort push farther than competing standards in the public and private sectors, and
were happy to highlight its strengths accordingly — just as | believe the shortcomings identified
by Professor Macintosh and his colleagues substantiate the need for significant reforms.

As the Independent Review Panel conducts its work, | respectfully suggest it would be helpful
to consider the issues raised by Professor Macintosh and his colleagues in light of the
challenging experience in California’s forest carbon offset program, which has issued over 196
million credits that are worth more than 3 billion USD at recent market prices.® Many of the
problems demonstrated in the California forest offset protocol appear to have direct analogies
to the deficiencies alleged in the Australian program. | will briefly highlight a few connections
between the Australian and Californian programs here, and attach as an appendix a recent
comment letter that provides a comprehensive review of issues with California’s approach.

One of the most striking parallels across the two jurisdictions is that major participants in both
markets have confirmed independent academics’ criticisms. | understand that prominent
companies active under the landfill gas methodology have spoken publicly about shortcomings
in the current approach.” Similarly, a major market participant in California has acknowledged
that several of its own projects complied with all rules but are, in fact, non-additional — with
the most egregious example involving credits earned for not cutting down trees the company
was legally prohibited from harvesting.? Nevertheless, governments in both jurisdictions have
categorically rejected independent academic criticism and committed to no reforms.

When it comes to methodologies that seek to manage land-sector carbon, establishing an
ecologically meaningful baseline is an extremely difficult task. In collaboration with ecologists
at the Universities of California and Utah, CarbonPlan researchers documented substantial
evidence that forest project developers in California’s program have taken advantage of

® CarbonPlan, Soil carbon protocols (showing the highest overall ranking for Australia’s “measurement”

protocol); Freya Chay and Danny Cullenward, Additions t r anal
CarbonPlan (13 Oct. 2021) (describing the evaluation of Australia’s “measurement” protocol).

California Air Resources Board, Offset Credit Issuance Table (14 Sept. 2022) (issuance); California Air

Resources Board, Summary of Market Transfers Report — Q2 2022 (1 Aug. 2022) (prices).

See, e.g., Michael Slezak, Industry bosses making money from carbon credits say system needs to
change, ABC News (5 Sept. 2022).

Ben Elgin, This Timber Company Sold Millions of Dollars of Useless Carbon Offsets, Bloomberg
(17 Mar. 2022).

7



ecologically unsound assumptions in the protocol rules to claim credit for business-as-usual
outcomes.’ It is extremely difficult to mitigate the risk of over-crediting because any attempt to
create standardized market rules runs into the problems of information asymmetry, where
project developers are likely to know more than program regulators, and adverse selection,
where projects that preferentially benefit from imperfections in program rules have an incentive
to opt in to program participation. These problems are understood to be a core theoretical
concern with carbon offsets,'® are well-established in the environmental economics literature,!
and are now very obviously on display in multiple carbon offset systems outside of Australia.'

Put simply, if there is a weakness in the assumptions or modeling work used in a carbon offset
system, investors are likely to find it. Developers working in California’s market appear to have
been pursuing many such practices with eyes wide open, and with the tacit approval of
accommodating program regulators.' Nevertheless, the state climate regulator has outsourced
its public response to criticism to financially interested market participants' and responded
with ad hominem critiques that included falsely accusing one of my academic co-authors of
having previously brought a lawsuit against the state.™
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Finally, it bears mentioning that efforts to credit carbon that is temporarily stored in the land
sector are fundamentally incompatible with the effects of ongoing fossil CO, emissions, as are
efforts to credit avoided emissions from short-lived pollutants like methane.'® To justify such a
comparison, California law requires that its carbon offsets be “permanent” — but program
regulations only require 100 years of storage. Unfortunately, the state’s insurance system to
protect against the risk of wildfires and other losses is structurally insolvent."”” While | am not
qualified to speak to the risks facing Australian forests, many of the same physical climate
stressors that are exacerbating carbon loss in western U.S. forests are likely to affect Australia,
too. However well managed, the benefits of carbon temporarily stored in Australia’s land sector
or short-lived methane pollution avoided in the landfill sector do not outweigh the long-term
climate harms of ongoing fossil CO, emissions.'® And yet, permission to pollute is granted in
both jurisdictions on the basis of temporary climate benefits.

| hope this letter provides some helpful context for why criticisms of the Australian Carbon
Credit Units are not unique, and indeed are extremely well-founded in other countries and
contexts. For a more in-depth treatment of the issues in California — including many examples
and case studies, many of which have been carefully documented by investigative journalists
outside the academic literature — please see the attachment.

Respectfully submitted,

c.\\__g

Danny Cullenward, JD, PhD
Policy Director, CarbonPlan

danny@carbonplan.org

Attachment:

e CarbonPlan comment letter to the Washington Department of Ecology (15 July 2022)
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