
solicitation processes that began
in late 2000. The contracts 
now constitute a portfolio that
accounts for delivery of some 
2.4 million metric tons of CO2.
The weighted average cost of the
tons purchased—the amount
going to the seller—is a little
over $2.00 per metric ton. In 
our worst case scenario for
portfolio performance, (note 
that, with minor exceptions, all
of our primary purchase funds
are protected and can be rede-
ployed), the price would rise to
about $3.50 per metric ton. In
either case, our portfolio purchase
price will be well within the range
of market indices from the past
two years. 

To ensure the broadest possible
choice and access to quality proj-
ects, we chose to issue two global
solicitations. We ultimately reviewed
and selected the final 11 projects
from a combined total of over 150 

project proposals. By law, The
Climate Trust must commit 60%
of offset funds within two years
of receiving them. Together with
our own targets on diversity of
project type, size and location, 
as well as our own assessment of
unknown risks in a new market,
these goals and requirements
drove the costs of assembling our
current portfolio. 

On average, we found that it
cost us $75,000 to $100,000 
to close a high-quality project
using our solicitation and port-
folio approach. As expected, we
found that the costs of closing a
project contract did not fall
relative to the size of the project,
whether measured in terms of
total investment price or tons
delivered. As for the costs of
M&V, these are necessarily rough
and projected, but we expect
costs to come in at about $3,700
annually per project. 

For us, the most important find-
ing is that we are a lean, cost-effec-
tive organization that achieves real
results and continues to break
ground in the project-based offset
arena. From a fund management
perspective, we found that our
costs of fund placement were
equivalent to 6% per year of
obligated funds for the combined
two-year periods of “moving the
money.” This is a figure of which
we are proud, particularly in light 
of the requirements of such a task—
finding and preparing projects,
designing and negotiating unique
contracts, educating sellers about
what they are selling and what
their requirements actually are.

With our 2003 portfolio, The
Climate Trust’s fiduciary respon-
sibilities to the State of Oregon
have been met, and we are confi-
dently poised to become the nation’s
leading low-cost, high-quality
offset-provider for public and
private entities alike.

Anyone active in the nascent
carbon market appreciates infor-
mation on the cost and price of
project-based offsets. Information
on price and cost is valuable for
setting margins and determining
the costs of doing business that
taken together make private sector
exchanges work. This kind of
information is—for good reason
–most often locked up in the
confidentiality of contracts between
parties to a transaction. Past, current
and future actors in the market are
indeed wise to covet information
on cost and price because it may
give them a competitive advantage
in negotiations. 

Meanwhile, one of the mandates
of The Climate Trust is to advance
sound offset policy. We interpret
this mandate to include sharing

our information on price and costs,
to the extent we do not compromise
any competitive information of our
business partners. For example, the
market will be more robust if it
does not underestimate the cost
of executing contracts and getting
high quality projects. Underesti-
mates may push investments into
low quality projects or too quickly
exhaust limited resources devoted
to climate change mitigation. Not
only is this bad business, it does
not achieve the greatest environ-
mental good for the dollar spent. 

In the summer of 2003, The
Climate Trust completed an in-
depth review of its costs related to
operating the Oregon program. 

To date, The Climate Trust has
committed over $5 million to 11
projects selected through two
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Being the Low-Cost, High-Quality
Offset Provider We Were Meant to Be
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…we are a lean, 

cost-effective

organization that

achieves real results

and continues 

to break ground in 

the project-based 

offset arena.

(Continued from page 1)




