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On Election Day, a Political Quiz

Which of the following politicians has proposed legislation that

 

the EPA 

 use a cap‐and‐trade program for regulating emissions? 

a)

 
Al Gore

b)

 
Jim Inhofe

c)

 
John McCain

d)

 
Nancy Pelosi

ANSWER:  Jim Inhofe. In 2003, Inhofe first introduced the Clear Skies 

 Act which proposed to use a cap‐and‐trade system to regulate pollutants 

 like mercury from industrial boilers and other emission sources.

“Moving beyond the confusing, command‐and‐control mandates of the 

 past, Clear Skies cap‐and‐trade system harnesses the power of technology 

 and innovation to bring about significant reductions in harmful 

 pollutants." 
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More on Politics and Carbon Markets

Policy uncertainty having big impact on carbon markets 

Democratic  candidate for Senate in West Virginia, Joe Manchin, shoots a cap‐and‐trade bill 

 
with a rifle:
http://www.realclearpolitics.com/video/2010/10/11/wv‐sen_manchin_ad_dead_aim.html

Roger Martella, General Counsel at EPA under George W. Bush, sees EPA implementing a 

 
cap‐and‐trade program for GHGs under the Clean Air Act in 2012:
http://www.eenews.net/tv/video_guide/1229

California Air Resources Board releases its proposed rules for a cap‐and‐trade program 

 
under that state’s climate law, AB 32,  BUT….

…Proposition 23 (on ballot today) would effectively repeal AB 32

Also on election day, New Mexico’s Environmental  Integrity Board will vote on adopting a 

 
cap‐and‐trade program for that state under auspices of WCI, BUT…

…will it remain in force after election of a new Governor?

Large utilities and other emitters continue to fund multi‐million dollar carbon projects and 

 
purchase carbon credits, BUT…

…at much lower prices than 12 months ago.

http://www.realclearpolitics.com/video/2010/10/11/wv-sen_manchin_ad_dead_aim.html
http://www.eenews.net/tv/video_guide/1229
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In the face of policy uncertainty, ongoing activity in the area of carbon 
offset projects within the natural gas sector 

• Recently issued credits for conversion of high‐bleed pneumatic 

 

controllers.   First‐ever fugitive methane project verified by a US  

 

oil and gas company.

• Developed an enhanced oil recovery and greenhouse gas 

 

emission reduction project in Sweetwater County, Wyoming

• Verifying a project for emission reductions from the directed 

 

inspection and maintenance of compressor stations

• Developed several Alberta Offset Protocols including engine fuel

 

management and vent capture, instrument gas conversion to 

 

instrument air conversion in process control systems, and pumps 

 

system conversion

http://www.devonenergy.com/
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Mizer® Retrofit Project Summary
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Project Overview

Project Description • Retrofit of over 2,000 high bleed pneumatic controllers in three

 
production basins

Benefits • Attractive economics – High ROI
• Reduced product waste
• Reduced Greenhouse Gas emissions

Timing • Once approved internally, project implemented over 12 

 
months in three phases (one basin at a time):

• Each phase of retrofits required approximately 2‐3 months 

 
including training on retrofit technology

• Data collection, document preparation, and verification 

 
process for carbon credits occurred in parallel

Reason for Generating Carbon 

 
Credits

• Economic Value –

 

Credits have value in market today
• Risk Mitigation

 

– Credits can be banked as a low‐cost hedge 

 
against future compliance obligations

• Verification

 

–

 

Credits are verified by a third‐party, supporting 

 
company claims about environmental benefit of project
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• Value of gas kept in the system and delivered 

 

to the consumer
• Savings are immediate
• Assumed at a constant gas price of $4/Mcf

• Value of carbon offsets per Mcf of gas 

 

emission avoided
• Global Warming Potential (GWP) of methane 

 

= 21 times that of CO2
• Revenue requires project validation and 

 

periodic verifications of emission reductions

In addition to the potential gas savings, carbon projects can 
generate significant revenue opportunities from carbon
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Carbon offset generation process
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Project Documentation 

Key Elements Description

Additionality argument • Arguments proving that the retrofit project is 

 

not required by any existing regulation and 

 

above and beyond business as usual 

 

practices

Project Boundary • Designation of the project’s geographical 

 

implementation area (e.g. operational 

 

basin), GHG sources and sinks, and 

 

duration

Quantification of Emission 

 

Reduction
• Emission reductions within the project 

 

boundary (e.g. operational basin) –

 

difference between the Baseline ‐

 

emissions prior to implementation of 

 

the retrofit program and the Project 

 

Emissions – emissions post 

 

implementation of the retrofit program

Monitoring Plan • Clearly defined plan on what data will 

 

be collected and stored to prove GHG 

 

emission reductions over the life of the 

 

project

Issues Faced

• Multiple basins can be included within the project 

 

boundary.  This means that only one project 

 

document is necessary and that all phases of 

 

retrofits need to be completed in a contiguous 

 

manner 

• In order to establish a baseline, controller bleed 

 

rate measurements were necessary.  However as 

 

>2000 controllers are being retrofit, it was 

 

impossible to take measurements at each 

 

controller
• A sampling methodology was developed to take 

 

measurements at a representative sample of 

 

controllers and extrapolate over the entire 

 

population 

• While there are clearly no regulations mandating 

 

the retrofits of existing high‐bleed pneumatic 

 

controllers, there is limited data on the number of 

 

retrofits that have been completed.

• Monitoring and data collection requires 

 

coordination and organization from the corporate 

 

level, particularly if the project spans multiple 

 

basins and operational areas
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70 randomly select sites were targeted for baseline testing

NYSE: DVN

A HI‐FLOW Sampler was used 

 
to take 70 randomly selected 

 
baseline emission 

 
measurements
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Statistical analysis was used to establish a conservative 
estimate of baseline emissions

Average 

 

295 scfd

95% upper bound
311 scfd

95% lower bound
278 scfd

Results of Random Sampling (Number of Measurements within each Emission Band)

SCFD

The 95% lower bound was selected to 

 

ensure that the project assumed a 

 

conservative baseline estimate

This lower bound was determined by:

Average emission – Margin of Error

=295 – 17 scfd
=278 scfd
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Project Execution – Retrofitting process

In‐field Retrofit Process

• Retrofits performed by field operators
• Retrofits rechecked by foreman and 

 
QA/QC checklist completed 

Field Support

• Field operators trained by Mizer valve 

 
manufacturers on retrofit procedure

• Retrofit procedure and QA/QC checklist 

 
supplied by EHS in route specific tranches 

 
to field team

Field Communication

• Project impact and importance was 

 
communicated to the field through 

 
presentations and memos between 

 
corporate and field leadership

Field Performance

• 40‐45 retrofits per day
• 689 retrofits completed within 4 weeks
• Retrofits completed by route as operator 

 
visited well site

• QA/QC checklist completed by operator 

 
after retrofit and then by field foreman

• Date of retrofit and QA/QC checklist 

 
tracked in master inventory database

Hurdles experienced

• Weather – sites are remote and less 

 
accessible during winter
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Verification requires a comprehensive pneumatic 
controller inventory to track and monitor retrofits

Pneumatic Controller Inventory and Data Repository

Retrofit QA/QC Tracking Sheet
Baseline Sampling Data Tracking Sheet
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An independent third party will be used to verify baseline 
and project emissions and all reductions 

Potential Independent 3rd

 

Party Verifiers 

 
could include:

Scope of Verification

The 3rd

 

party verifier will:

•Visit the project site to:
– Observe retrofit completion
– Audit documentation
– Interview project participants

•Verify baseline emissions
– Sampling data 
– Calculations and analysis

•Verify post retrofit emissions
– Sampling data 
– Calculations and analysis
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Multiple types of Gas STAR project types may be eligible 
for carbon offsets

Common Practice/ 

 

Regulatory Analysis
Methodology 

 

Developed
Projects 

 

Certified
Projects 

 

Executed
Offsets 

 

Issued

Mizer®

 

Retrofits

LEP Installation

Solar Chemical Pumps
(Canada)

Rich‐to‐Lean Burn Engine 

 
Conversions (Canada)

CO2 Sequestration via EOR

Project Types

Current Status

Direct Inspection & 

 
Maintenance
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Please Contact Us
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1600 K Street, NW, Suite 700, Washington, DC 20006 / www.verdeogroup.com

Denver   

 

Washington, DC  

 

Austin

John Savage
Managing Director

Phone: 512.695.2110
jsavage@verdeogroup.com

http://www.verdeogroup.com/
mailto:mbuchanan@verdeogroup.com

	Extracting Carbon Value from Natural Gas STAR Projects
	On Election Day, a Political Quiz
	More on Politics and Carbon Markets
	In the face of policy uncertainty, ongoing activity in the area of carbon offset projects within the natural gas sector 
	Mizer®  Retrofit Project Summary
	In addition to the potential gas savings, carbon projects can generate significant revenue opportunities from carbon
	Carbon offset generation process
	Project Documentation 
	70 randomly select sites were targeted for baseline testing
	Statistical analysis was used to establish a conservative �estimate of baseline emissions
	Project Execution – Retrofitting process
	Verification requires a comprehensive pneumatic controller inventory to track and monitor retrofits
	An independent third party will be used to verify baseline�and project emissions and all reductions 
	Multiple types of Gas STAR project types may be eligible �for carbon offsets
	Please Contact Us

