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Support from sponsors, stakeholders and survey respondents enabled
our most comprehensive report to date

Most countries ever represented (58), and Premium Sponsors:

widest array of variables ever tracked and

reported B

162 agriculture, forest or land use (AFOLU) 10 ﬂ

projects reported to our global annual survey

Ecosystem Marketplace has tracked 513 S FACE
unigue AFOLU projects over time; 62 THE
reported for the first time this year NeW Fores.l.s -r"\‘i‘ , FUTURE
Surveyed exchanges, all major registries; S

ponsors:

surveys in 3 languages

Agnostic on credit quality, but do conduct althelia
extensive due diligence and peer review of Exogtiere
preliminary findings

Additional support from:

Woodland
Carbon CO.de 2

All findings volume-weighted for significance
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RESPONSE RATE: 162 agriculture, forest or land use (AFOLU) projects
reported to our survey; one-third were from developing countries

ResPONSE RATE (BY COUNTRY); TRANSACTION VOLUME AND MARKET SHARE BY PROFIT STATUS AND REGION, 2013 SURVEY
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Map key (Response rate): O1+ @ 5+ @10+ @ 20+

Graph key (Market share by profit status):
® For-Profit / Private Sector @ Not-for-Profit / NGO @ Public Sector/Government

SOURCE: Forest Trends’ Ecosystem Marketplace. State of the Voluntary Carbon Markets 2013.
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MARKET SIZE: 28 MtCO,e contracted in 2012, a 9% increase in volume
from 2012 though value dropped 8%, to $216M, from last year’s record

HiSTORICAL FOREST CARBON OFFSET TRANSACTION VOLUMES, ALL MARKETS
MtCO,e

35 1 327 M

Pre-2006 2006 2007 2008 2009 2010 2011 2012

@ Voluntary OTC @ Australia CFl ® CDM/JI @ CCX @ California NSW GGAS @ NZETS @ Other

SOURCE: Forest Trends’ Ecosystem Marketplace. State of the Forest Carbon Markets 2013.
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MARKET VALUE: Voluntary buyers, buoyed by pre-compliance activities in
Australia and California, contracted $198M of the $216M market

HiSTORICAL FOREST CARBON OFFSET TRANSACTION VALUE, ALL MARKETS
USS Millions
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SOURCE: Forest Trends’ Ecosystem Marketplace. State of the Forest Carbon Markets 2013.



% Ecosystem Marketplace

FOREST TRENDS INITIATIVE

PRICE: Most forest offsets transacted at between $6-$7/tCO,e; average
price was $7.8/tCO,e in 2012, down from $9.2/tCO.e last year

VOLUME TRANSACTED BY OFFSET PRICE
MtCO-e and USS
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SOURCE: Forest Trends’ Ecosystem Marketplace. State of the Forest Carbon Markets 2013.
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OVER TIME: The forest carbon markets have contributed $0.9 B to forest
carbon management, from the transaction of at least 134 MtCO.,e
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CUMULATIVE FORESTRY OFFSET TRANSACTION VOLUME AND VALUE, ALL MARKETS
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SOURCE: Forest Trends’ Ecosystem Marketplace. State of the Forest Carbon Markets 2013.
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TRENDS IN OFFSETTING: CDM market plummets in volume and value in
2012, but forestry is most popular offset category in the VCM

HISTORICAL TRANSACTED AND ISSUED VOLUME, AND

AVERAGE PRICE, TCERS
MtCO,e and USS

77 - $10

$MCO,e

w0 [ 28] ()]
o o o o (-]
o O o O (]
(N [N o (8] o

® Contracted volume e Issued volume
@ Average price

2010
2011
2012
2013

MARKET SHARE BY PROJECT CATEGORY, VOLUNTARY

CARBON OFFSET MARKETS, 2012
% Share

Forestry and land use
® Renewables

Clean or efficient
cookstoves
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Energy efficiency
and fuel switching

Gases

SOURCE: Forest Trends’ Ecosystem Marketplace. State of the Forest Carbon Markets 2013.
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FOREST FINANCE: Private carbon finance has funneled $0.9 B to forests,
while REDD donor countries have so far committed >$1 B to 7 countries

COMPARISON OF PROJECT- AND COUNTRY-LEVEL FOREST FINANCE, ALL YEARS
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SOURCE: Forest Trends’ Ecosystem Marketplace. State of the Forest Carbon Markets 2013.
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PROJECT TYPES: REDD and A/R projects both transacted 8.6 MtCO.,e
while IFM and SALM/Agro-forestry transactions climbed

TRANSACTED VOLUME BY PROJECT TYPE, ALL MARKETS, HISTORICAL
MtCO,e
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10
SOURCE: Forest Trends’ Ecosystem Marketplace. State of the Forest Carbon Markets 2013.
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FOREST TRENDS INITIATIVE

PRICING PROJECT TYPES: Consistent pricing across A/R, REDD, and
SALM/agro-forestry; value falls across project types
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TRANSACTED VOLUME, AVERAGE PRICE AND RANGE, AND VALUE BY PROJECT TYPE, 2011 & 2012
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SOURCE: Forest Trends’ Ecosystem Marketplace. State of the Forest Carbon Markets 2013.
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PROJECT LOCATION: Our survey tracked projects in a record 58 countries
in 2012 - 4 more than 2011

TRANSACTED VOLUME BY REGION AND PROJECT TYPE, 2011-2012
MtCO,e
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SOURCE: Forest Trends’ Ecosystem Marketplace. State of the Forest Carbon Markets 2013.
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REDD ACTIVITIES: Around half of all REDD offsets were sourced from
projects that engaged in sustainable forest management

REDD PROJECT COUNTRY LOCATIONS; REGIONAL DISTRIBUTION OF REDD ACTIVITIES
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REDD activities Latin America
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Map key: @ REDD countries @ REDD countries with projects actively engaged in nesting

Graph key (% transactions tied to these activities):
@® Smallholder agriculture @ Afforestation / Reforestation ® Commercial agriculture
@ Sustainable energy @ Sustainable forest management Ecotourism @ Other

SOURCE: Forest Trends’ Ecosystem Marketplace. State of the Forest Carbon Markets 2013.
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REDD NESTING: VCS, ACR, CAR, and CCB developed jurisdictional REDD
approaches, a few pilot programs/projects tracked (all VCS, mostly large)

CouNT, ALL REDD PROJECTS VS. PROJECTS “ACTIVELY PROPORTION OF REDD PROJECTS BY PROJECT NESTING
ENGAGED” IN NESTING, BY PROJECT SIzZE PROGRESS
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SOURCE: Forest Trends’ Ecosystem Marketplace. State of the Forest Carbon Markets 2013.
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COMMUNITY ENGAGEMENT: 74 projects engage forest communities; 32
projects have formal FPIC process, 19 of which transacted offsets

PROJECT ENGAGEMENT WITH COMMUNITIES, REGION AND PROJECT TYPE, 2012

Project information disseminated
to local stakeholders
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Targeted benefits to women and
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% One tree represents 5 projects

% Share and Count of Projecis
Engaging with Communities,
by Region
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America;

4 QOceania;
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Latin
America;
39

% Share and Count of Projects
Engaging with Communities,
by Project Type
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SOURCE: Forest Trends’ Ecosystem Marketplace. State of the Forest Carbon Markets 2013.
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INDEPENDENT STANDARDS: VCS share more than doubled; offsets
developed according to CDM methodology fell to 2% of transactions

MARKET SHARE BY INDEPENDENT STANDARD, ALL IMARKETS
% Share

VCS +CCB
VCS + FSC
VCS + Fair Trade
VCS only
® CCX
® CAR
Plan Vivo; 1% CDM
@® 1SO-14064

‘CarbonFix, <1% Internal / Proprietary

ACR; 1% VCS

16
SOURCE: Forest Trends’ Ecosystem Marketplace. State of the Forest Carbon Markets 2013.
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CO-BENEFITS AND DOMESTIC STANDARDS: 12.2 MtCO.,e transacted
pursued CCB+VCS; domestic standards held 28% of market share

MARKET SHARE OF STANDARD USE BY CO-BENEFITS OR MARKET SHARE BY DOMESTIC STANDARD, ALL
PROJECT AREA CERTIFICATION, 2012 MARKETS, 2012
% Share % Share
1% < 1% 9 . N
2% 2% W Carbon Farming Initiative
B Pacific Carbon Standard

CCB +VCS
FSC only + VCS W California Protocols
Fair Trade + VC3 Panda Standard
CCB + Other
FSC + Other Permanent Forest Sink

Initiative
B Woodland Carbon Code

CCB + F3C + VCS

J-VER
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SOURCE: Forest Trends’ Ecosystem Marketplace. State of the Forest Carbon Markets 2013.
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VOLUME AND PRICE BY STANDARD: CCB certification priced $0.2 to $0.5
above average VCS forestry offsets; wide range of prices across stds

MtCO,e

TRANSACTED VOLUME AND AVERAGE PRICE BY STANDARD AND STANDARD/CERTIFICATION TYPE, 2012
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SOURCE: Forest Trends’ Ecosystem Marketplace. State of the Forest Carbon Markets 2013.
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PROJECT STAGE: Registries reported the largest-ever volume of offsets
issued- 8 MtCO,e - and/or retired - 2.6 MtCO,e - in 2012

MARKET SHARE, STAGE AT TIME OF TRANSACTION, 2012
% Share and MtCO,e

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

@ Issued e \Verified e Validated e Undergoing Validation
@ Project Design Document (PDD) e Project Idea Note (PIN)
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SOURCE: Forest Trends’ Ecosystem Marketplace. State of the Forest Carbon Markets 2013.
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PROJECT MILESTONES: Average time from PDD development to offset
verification is 3.5 years, with first contract signed 2.5 years in

SUPPLIER-ESTIMATED AVERAGE YEARS TO ACHIEVE PROJECT MILESTONES, BY PROJECT TYPE, STANDARD AND BUYER TYPE

Years

0 1 2 3 4 5 6
Buyer: Offset Retailer
Buyer: End Use
Plan Vivo 0.6 1.7 0.8
CAR IFM 1.3 1
VCS A/R 2.4 1.5 1.4
VCS REDD 1.5 0.9 .6
All VCS Forestry 1.8 1 .8
All IFM 2.3 .5 A4
All A/R 1.3 11 1.4
All REDD 1.4 1 .6
Total Years 1.6 9 1

m PDD development mPDD to validation mValidation to verification ™ PDD development to offset transaction

SOURCE: Forest Trends’ Ecosystem Marketplace. State of the Forest Carbon Markets 2013.
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TRANSACTION FLOWS: EU buyers were the largest source of demand,
followed by North American buyers, who preferred to offset locally(ish)

FLow OF TRANSACTED VOLUME FROM PROJECT REGION TO BUYER REGION, 2012
% Share

From
North America

lo

North America

From
Oceanin

To

Oceania

Latin America

SOURCE: Forest Trends’ Ecosystem Marketplace. State of the Forest Carbon Markets 2013.
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BUYERS: Multinational corporations transacted two out of every three
offsets; land-dependent sectors demanded 9.7 MtCO,e

MARKET SHARE BY BUYER SECTOR, TYPE AND MOTIVATION, 2012

% share

Finance/Insurance
Events/Entertainment

MARKET SHARE BY BUYER SECTOR (% SHARE) Tourism

Offsef retailers uﬁﬁg d’ﬁ’!g‘;{% Energy Transporfation E‘;@g 4
Conservation NGOs (0.5%)
Subnational governments (1%)
MARKET SHARE BY BUYER TYPE (% SHARE) National governments (1%)

Private'seftor, Small{to medium- Domesiic
un ed sized entefprises corps

Individuals (0.3%)
NGOs, unspecified (0.2%)

MARKET SHARE BY BUYER MOTIVATION {% SHARE

Resale, pre-compliance responsibility cimate leadership  pre-compliaince

Corporate social Demonstrate Direct s 9
voluntary

(limate-driven mission

22
SOURCE: Forest Trends’ Ecosystem Marketplace. State of the Forest Carbon Markets 2013.
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OUTSIDE FINANCE: Private equity supported 38 carbon projects,
predominantly supportive of REDD; Grant $ plays significant role

PROPORTION OF TRANSACTED VOLUME AND COUNT OF PROJECTS UTILIZING OTHER FINANCE SOURCES: BY PROJECT AND
REGION GLOBALLY

% Share and Project Count (inside donuts)

Global proportion _,
of transacted volume L
by finance source

%. ® Privala equity @ Carban fund Laan @ Grant @ High nal worlh cantribution
- ® Bilateral saurce  ® Philantbropy {nd olfssl dalivery) Othar  ® CSA distribution {ra ul'&el dalnsary)
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SOURCE: Forest Trends’ Ecosystem Marketplace. State of the Forest Carbon Markets 2013.
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IN THE PIPELINE: Market requires significant growth in order to support
1.4 billion offsets in the 5-year pipeline, 93% of which are REDD

DEVELOPER ESTIMATED PORTFOLIO AND PIPELINE, ALL MARKETS

T Pre-compliance
£
5
8 Voluntary 2
£ Pre-compliance _0_4
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®REDD w®AR eIFM  ®SALMfAgro-forestry

IEM

REDD

$558 M

Salm/Agro-forestry
$147 M

$9.767 M

@ Exisfing voluntary  ® Existing pre-compliance
® Planned voluntary @ Planned pre-compliance

24
SOURCE: Forest Trends’ Ecosystem Marketplace. State of the Forest Carbon Markets 2013.
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PREDICTIONS: Respondents predict 9% market growth, report b-year
supply pipeline of 1.4 BtCO.e

HiSTORICAL GROWTH AND PROJECT DEVELOPER PREDICTIONS ON ESTIMATED ANNUAL ISSUANCE
MtCO,e
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2012 survay pradiclions 2013 swrvey predictions

$ 216 M $ 236 M S280 M S1.1-2.38B S 10.7 B

2012 value if Developer estimates
developers had to fully support
received desired price existing projects

2012 market value: Value of unsold
ACTUAL offset portfolio

Value of developers’
5-year pipeline

SOURCE: Forest Trends’ Ecosystem Marketplace. State of the Forest Carbon Markets 2013.
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