
John Doyle, BC’s recently departed Provincial Auditor, shook
up the entire international carbon credit trading business on his
way out the door.

What he thought he was doing was auditing one of recently
departed Premier Gordon Campbell’s more ingenious schemes
for claiming green credentials for BC’s public sector: the ‘Pacific
Carbon Trust’ (PCT).

What Doyle actually did was raise questions about the very
basis of carbon credits—their ‘verification’ by experts in such
things. And for that he was buried in letters from those experts,
and roundly vilified by the PCT and other organizations in the
worldwide carbon-trading business.

Monetizing Carbon Emissions
The basis of carbon-trading is that organizations that generate
carbon dioxide, and thus contribute to global climate change,
should pay for it, by the tonne. And similarly, organizations that
avoid generating carbon dioxide, or absorb it, should be paid,
by the tonne, to do so.

This is a simple idea. If you can set a price on a tonne of CO2e
(carbon dioxide equivalent) you have ‘monetized’ climate
change, and you can buy it and sell it, in the form of ‘carbon
credits’, which are a form of transferable security. The PCT,
being government sponsored, set the price at $7-$20/tonne for
‘carbon credits’, depending on the customer and whether PCT
was buying or selling. It did not need to rely on the ‘market’,
which is volatile to say the least.

Key Questions For Verification
The problem, of course, is proving, or verifying, how much CO2e
an organization is generating or saving. 

The first question, of course, is: ‘Compared to what, or when?’
This establishes a baseline. 

The second question is: ‘What did you do to generate or save
CO2e?’ This is essential to determining ‘how much?’

The third question determines whether what was done
qualifies for payment of carbon credits: ‘Would you have done
it if you didn’t have to pay for it, or if you weren’t going to be paid
for it?’ 

This is the key question. If it would have happened anyway,

so carbon credits had provided no incentive to achieving CO2e
savings, then it wasn’t worth any carbon credits.

These basic questions are fundamental to any carbon pricing
system, and answering them is the basic business of Doyle’s
critics.

The Pacific Carbon Trust
Gordon Campbell’s BCLiberal government’s PCT system
depended on forcing all levels of government (municipalities,
school boards, hospitals, etc) to pay PCT for carbon credits to
cover their operations, out of their existing budgets. These
carbon credits were purchased from industries which claimed to
be making changes that saved CO2e.

Some people thought that wasn’t very fair to the taxpayer.
Doyle thought that the first two industry schemes that he
audited would have happened even without the carbon credits
they were paid for. (They were Encana Corporation, for claimed
drilling innovations, and the Nature Conservancy of Canada, for
the purchase of forest lands which, it was claimed, would
otherwise have been clearcut. They both dispute Doyle’s
opinion.)

The carbon credit industry attacked Doyle on the basis that
he was unqualified to make the judgment he made. What he
showed, however, was that, even with clear technical answers
to questions one and two, the answer to question three could be
a matter of professional judgment. 0
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