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Time (PST) Description

1:00i
1:101
1:30i
2:0017
2:4517
3:1517
3:301
4:00

1:10
1:30
2:00
2:45
3:15
3:30
4:00

Introduction and review of agenda
Project Definition & Ownership
Eligibility & Permanence
Quantification

Monitoring

Reporting & Verification
Questions & Discussion

Adjourn
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Expectations
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A Staff will summarize key points of the protocol

A Stakeholders are encouraged to ask clarifying questions
and provide feedback

A For in-depth comments, please submit in writing
i Public comments are due May 18t

A Please ask questions as we go along if you need us to
clarify something

A The presentation will be posted online
A We have a LOT of information to cover!
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Stakeholder Workgroup
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A The Climate Trust

A Colorado State University

A Ducks Unlimited

A Environmental Defense Fund

A ESI Inc.

A Independent

A The Nature Conservancy

A SES Inc.

A USDA Natural Resources Conservation Service



Staff & contractors

Climate Action Reserve
A Derik Broekhoff

A Max DuBuisson

A Teresa Lang

A Sami Osman

A Heather Raven

A Anna Schmitz

A Rachel Tornek
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WSP

A Tim Kidman

Colorado State University

A Dr. Keith Paustian
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Process overview

ACTION
RESERVE

A May 2014: workgroup formation
A June 2014 i April 2015:

I protocol drafting
I contractor effort
I workgroup meetings and reviews

A April T May 2015: public comment period
A July 2015: Board adoption of final protocol
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Protocol organization
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A Section 1: Introduction

A Section 2: Project Definition

A Section 3: Eligibility

A Section 4: GHG Assessment Boundary
A Section 5: Quantification

A Section 6: Monitoring

A Section 7: Reporting

A Section 8: Verification

A Section 9: Glossary of Terms

A Appendices
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Project definition @

CLIMATE
ACTION
RESERVE

Avoided conversion of grassland to cropland

A Perpetual protection through either a conservation
easement or transfer to the federal government

AfAGrass!| andbo

I An area of land dominated by native or introduced grass species
with little to no tree canopy. Other plant species may include
legumes, forbs, and other non-woody vegetation. Tree canopy may
not exceed 10% of the land area on a per-acre basis. Grassland

may include managed rangeland or pastureland, but not cultivated
cropland.

A Allow grazing, haying, recreation, organic fertilizers

A Prohibit irrigation, artificial drainage, and synthetic fertilizer
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Project area
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A Only includes land that passes all eligibility screens

A Common ownership for the entire area
I Single deed

I Multiple parcels can be protected by the recording of a single
conservation easement

A Pre-project ownership:
I Private lands; or,

I Non-federal public lands managed for profit and able to be
converted
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Ownership terminology
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A Grassland Owner (GO): an individual or entity with fee ownership of
the project area

A Project Developer (PD): an individual or entity with ownership of the
emission reductions, and that undertakes a GHG project. The project
developer may be a GO, the easement holder, or a 3" party; must
have a Reserve account

A Cooperative Developer (CD): an individual or entity which submits and
manages a cooperative (may be one of the GOs of the project
cooperative or may be a 3" party); must have a Reserve account



Ownership structures
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Example 2.A: Single
project developed by the
landowner

Example 2.B: Single
project with a 3"-party
consultant

Grassland Owner/
Project Developer

Grassland Owner/
Project Developer

(AH) (AH)
Climate Action Technical
Reserve Consultant

.

Climate Action

Example 2.C: Project cooperative where the
Cooperative Developer does not hold the title to the
emission reductions

Grassland Owner/
Project Developer
(AH)

Grassland Owner/
Project Developer
(AH)

v

Cooperative
Developer

(AH)

.

Climate Action

Example 2.D: Project cooperative where the
Cooperative Developer holds the title to the
emission reductions

Grassland Owner

Grassland Owner

v

Project Developer/
Cooperative
Developer

(AH)

.

Climate Action

Reserve Reserve Reserve
(AH) denotes an entity which must have an account with the Climate Action Reserve
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Project cooperatives
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A Multiple projects managed together as a cooperative

AEach individual project wil
account, which is where CRTs will be issued

I Will have unique project IDs

A The CD may combine effort and processes related to
monitoring, reporting, and verification

A Single verification process and report that covers the entire
cooperative (i.e. similar to joint reporting under a single
multi-project OPDR, as in ARB Rice Protocol)

A It will be possible to trace specific CRTs to specific projects
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Required legal instruments

ACTION
RESERVE

A Carbon rights contract (determines PD)

A Indemnification agreement (multiple Grassland Owners)
A Cooperative contract (where applicable)

A Qualified Conservation Easement

A Project Implementation Agreement

A Reserve attestations (signed by PD)

A Other (e.g. contracts for other programs, where relevant)
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Eligibility Requirements
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1. Location (conterminous U.S., incl. tribal lands)
2. Project Start Date
3. Additionality

a. Performance Standard Test
b. Legal Requirements Test

c. [Ecosystem Services Credit and Payment Stacking
4. Project Crediting Period
5. Requirements for Permanence

6. Regulatory Compliance
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Start date
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Options for determining start date:

1. Date of recordation of a qualified conservation
easement (discussed later); or,

2. Date of transfer to federal government ownership; or,

3. Alternatives for projects in a cooperative:
a) Date of notarized execution of cooperative contract; or,

b) Date of notarized execution of carbon rights contract (for
projects where the Cooperative Developer is the Project
Developer)
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Performance standard test (PST)
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A Two parts:
1. Financial threshold
Proxy for financial pressure to convert to cropland
2. Suitability threshold

Evidence that land is able to be used for cultivation



PST: financial threshold @
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A Apply the difference in county-level cropland and
pastureland rental rates as a proxy for the financial
pressure to convert grassland to cropland

I National Agricultural Statistics Service (NASS)
A Eligible without discount if cropland premium >100%

A Eligible with sliding scale discount (0-50%) if cropland
premium is between 40% and 100%

A Ineligible if cropland premium is <40%

A Appraisal option remainsasanal t er nati ve i
standard, or if no data were available



PST: financial threshold
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Mean NI Premium 2012-2014 (%)
- No premium

Not eligible (<40%)
[ Eligible with discount (40-100%)
- Eligible without discount (>100%)
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PST: Updates to financial threshold
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A Updated county rent rate data are issued by the NASS
every September

A Average three years of data at a time to develop each
new threshold map

A New maps/tables issued by the Reserve every October
and apply to projects in the following calendar year

I Example: October 2015 the Reserve issues a list of eligible
counties based on the average rent rates for 2014 and 2015.
This list applies to projects with start dates on or after January 1,

2016.
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PST: Suitability threshold @
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A Must be able to show that the project area is suitable for
conversion to cropland

A Using the Land Capability Classification (LCC) identified
In the SSURGO database

A At least 75% of area must be LCC I-IV (non-irrigated)
I May have minor components of Class V or VI
I There I s a typo I n this section

A If project wants to apply the irrigated LCC, they must
prove that the baseline conversion scenario would be
able to include irrigation
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Legal requirement test

ACTION
RESERVE

A Legal Requirement Test:

I No pre-existing or subsequent legal requirement to maintain
Project Area as grassland, and

I No legal obstacle to convert Project Area to cropland.

A Concurrent agreements may be permitted under LRT
(Section 3.3.2.1):
I HCPs and SHAs up to 6 months prior to the start date
I Easements, subject to start date requirements

I Other ecosystem services payment or credit programs, subject
also to Section 3.3.3
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LRT: concurrent legal agreements
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A Concurrent agreements and their underlying legal
documents must sufficiently demonstrate additionality:
I Explicit language that Grassland Owner has right to participate in
carbon offset project

I A conservation easement or deed restriction executed under
another program or for purpose, other than the carbon offset
project, whether or not a payment or credit is received, is subject
also to the start date requirements

A Must be a qualified conservation easement
A Must express clear title to soil carbon, right to carbon offset credits
A The terms contained in the recorded legal documents
are presumed to be comprehensive
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LRT: multiple easements under one @

CLIMATE

agreement ACSTION

A Some agreements require at least one
easement, and allow for multiple subsequent
easements for separate parts of the land, e.qg.,
conservation bank agreements.

A Each portion of land covered by a separate
easement would be considered a separate

project area
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Credit & payment stacking
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A Opportunities for landowners to receive multiple payments
for ecosystem services that grasslands provide

A Protocol addresses specific opportunities:

I Credit stacking: Endangered species habitat credits and wetland
credits
I Payment stacking: USDA NRCS and Farm Service Agency

conservation programs, NGO payments
A Policies driven by key questions:
1. Which program was entered first?
2. Is stacking allowed by both programs? If yes, then...
3. Can you maintain additionality while providing multiple payments?
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Concurrent credit stacking
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A Can concurrently seek to establish a conservation bank or a wetland
mitigation bank on the project area

A Grassland owner must ensure documentation (bank agreement and
perpetual easement) provides clear language to demonstrate additionality

I Must show that the potential revenues from the grassland carbon project were
considered during negotiation of agreement

A Easement recordation will support both bank and grassland project
I Date of recordation is subject to start date requirements
I Easement is subject to protocol requirements

A Conservation/wetland bank agreement will not be considered a pre-
existing legal requirement

I Agreement must specify that the Grassland Owner has the right to use land
covered by agreement for carbon project
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Subsequent credit stacking
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A Can land in a conservation/wetland bank seek carbon credits?
I Only if it was recent enough to meet the requirements for concurrent stacking

I One year window for pre-existing projects with easement recordation dates
back to July 22, 2013 if easement qualifies (or can be amended) (Section 3.2)

I Otherwise, since both banks require protecting land in perpetuity, project area
would fail Legal Requirement Test
I After July 2016, adding carbon credit to species/wetland credit not allowed

A Can land in a carbon project seek species/wetland credits?

I Land used to establish conservation/mitigation banks must not be previously
designated for conservation purposes

I Adding species/wetland credit to carbon credit does not appear to be allowed
by the federal agency
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Landscape-scale payment stacking
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A Prevent grasslands from being converted through long-term contract
or easements; payments made based on land value

A Participation in landscape-scale payment program does not
automatically preclude a grassland project

A Can concurrently seek conservation easement support from NGOs
and can initiate grassland project on enrolled lands

I Any easement/agreement on the project area is subject to start date
requirements and other protocol requirements

A Recordation of a conservation easement to support grassland project
apparently disqualifies the land from participation in government
payment program, so no opportunity to stack

A Must disclose any payments on an ongoing basis
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Enhancement payment stacking
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A Short-term contracts that provide cost-share payments
for discrete conservation activities

A Enhancement payments do not incentivize permanent
conservation of grassland

A Can seek enhancement payments without restriction

A Recordation of a conservation easement to support
grassland project apparently disqualifies the land from
participation in government payment program, so no
opportunity to stack

A Must disclose any payments on an ongoing basis
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Crediting Period
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A Maximum of 50 years from project start date

A Modeled emission factors are in 10-year increments
A Crediting period ends if no baseline soil carbon emission reductions
A May be ended early as long as permanence is maintained
A Example: Stratum A has 50-yr crediting period, B has 30-yr period
Emission Factor Table Stratum A Stratum B
Years 1-10 1.0 0.8
Years 11-20 1.0 0.7
Years 21-30 0.8 0.5
Years 31-40 0.6
Years 41-50 0.4 0
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Permanence
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A CRTs related to carbon that must be stored in the project
area (nNnreversible emission
permanence requirements

A Release of stored carbon less than 100 years following
CRT issuance is considered a reversal

A Significant reversals lead to project termination

A Ongoing monitoring required for 100 years following credit
Issuance for carbon stored in soil or biomass

I E.g. credit 1 ssued I n year 10 I



v

Reversals
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A The main threat to a grassland project is land use
change, which is mitigated by a conservation easement
with ongoing monitoring and enforcement

A Avoidable reversals: those due to human actions or
reasonably avoidable natural events
I Project Developer must compensate the Reserve

A Unavoidable reversals: those due to uncontrollable
natural forces
I Compensation comes from the shared risk buffer pool
I All projects contribute to the buffer pool (discussed later)
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Qualified Conservation Easement
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A Required for all projects except those owned by the
federal government

A Must be perpetual

A The easement terms must prevent the conversion of the
project area from grassland

A Protocol includes additional recommended provisions:

I Make carbon rights explicit
I Make future encumbrances subject to the PIA
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Project Implementation Agreement
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A An agreement between the Project Developer and
the Reserve to maintain the permanence of the
Grassland project

A Covers entire project area

A Two options:

1. Contract PIA: a contract with the Reserve; subject to additional
buffer pool contribution related to the risk of financial failure

2. Recorded PIA: when the Grassland Owner is the Project
Developer, they may elect to record the PIA on the land. If this
PIA is not subordinated to subsequent contracts, there is no

additional buffer pool contribution
® o9 e e ® & @
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Regulatory compliance
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A Projects must be in compliance with applicable
regulatory requirements
I Water quality
I Livestock management

A Project operator signs Attestation of Regulatory
Compliance
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Quantification
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A Emission reductions are equal to the avoided soil carbon
emissions that would have occurred in that year, plus the
avoided N,O and CO, emissions that would have
occurred in that year, minus the project emissions that
actually occurred in that year.

I Optional accounting for avoided loss of non-tree woody biomass

A Discounts
I Uncertainty of baseline conversion (DF_,,,)
I Uncertainty of modeling future practices and climate (DF)

A Buffer pool contribution for reversal risk



GHG assessment boundary

| GHG Assessment Boundary

Soil N dynamics
and fertilization
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Leakage

SSR 2
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tree woody
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biomass
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Burning
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Grazing
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Equations

ER =BE - PE
Equation 5.1
Emission reductions

/Baseline Emissions

Rev
Equation 5.14
Quantifying
reversals

BE
Equation 5.2
Baseline
emissions
| |
ABBg,
oc, N:0, Co;, < DF,
Equation 5.3 Equation 5.4 Equation 5.5 Eauatlch 56 Equation 5.7
Baseline organic Baseline N,O Baseline CO, emissions from Discount for the
carbon emissions emissions emissions aboveground uncertain_ty of
woody biomass conversion
-
/Project Emissions
PE
Equation 5.8
Project emissions
A
[ [ [ [ I
COzpr
BU, e FE; GR, LE
Equation 5.9 g g £ Equation 5.1 Equation 5.12 Equation 5.13
Project emissions roject emissions Project emissions Project emissions Project emissions
- from fossil fuels i :
from burning and electricity from fertilizer use from grazing due to leakage
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BP
Equation 5.15
Buffer pool
contribution
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Stratification
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A Quantification is carried out by stratum

A Three steps to identify stratum:
1. Geography & climate (Major Land Resource Area, MLRA)
2. Soll texture

A Sand
A Loam
A Clay

3. Prior land use
A 10-30 year grassland
A 30+ year grassland

A Example =1 _Loam_10
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Stratification
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