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Introduction

The American Clean Energy and Security Act (H.R. 2454), 
recently passed by the House, contains potentially contrast-
ing provisions for uncapped activities: offsets for the cap-
and-trade program and regulatory performance standards 
for stationary sources. If performance standards regulate 
uncapped activities that would otherwise be allowed to pro-
duce offsets, the standards could impact offsets supply. The 
magnitude of the impacts, however, will depend on how the 
standards are set.

If the standards are set at a business-as-usual level of emis-
sions for a given industry, they could simply represent a 
baseline beyond which emissions reductions would be ad-
ditional and eligible for offsets. In this case the performance 
standards would have little impact on the offsets supply, and 
could actually be beneficial by standardizing the baseline for 
an industry, which could reduce transaction costs.

If the standards are set at a higher level, however, the reduc-
tions they mandate will not be eligible for offsets. In this 
case the offsets supply would clearly be negatively affected.
Reductions beyond what is mandated by the performance 
standards, however, would still be eligible for offsets.

Because the performance standards have not yet been is-
sued, it is difficult to provide significant quantitative insight 
regarding the overall change in offsets supply. This
primer, however, provides an initial rough assessment of the 
intersection of the offsets and performance standards provi-
sions. Because in-depth quantitative analysis of this ques-
tion is not possible at this time, it is simply a first attempt to
explore which parts of the offsets supply could be affected.

Performance Standards and Offsets

Title VIII, Section 811(a)(1)(A)of H.R. 2454 states:

“the Administrator shall publish...an inventory of 
categories of stationary sources that consist of those 
categories that contain sources that individually had 
uncapped greenhouse gas emissions greater than 
10,000 tons of carbon dioxide equivalent and that, in 
the aggregate, were responsible for emitting at least 
20 percent annually of the uncapped greenhouse gas 
emissions.”

Section 811(a)(1)(B) then states:

“The Administrator shall include in the inventory un-
der this paragraph each source category that is respon-
sible for at least 10 percent of the uncapped methane 
emissions in 2005.”

Section 811(a)(2)(B) states that the Administrator must 
promulgate standards of performance and
corresponding regulations for each category of uncapped 
sources, to cover 80%of them within three years of enact-
ment, and to cover all of them within 10 years.
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