ENVIRONMENTAL DEFENSE

GHG reductions and market
developments
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finding the ways that work
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Nhe Garbon Market:
Brmhizl

Compliance Market s8&lT
— AAUs; ERUs; CERSs

Clean Development Mechanism ig a4 &

— CERS

Joint Implementation B & @17 H%l
— ERUS

Voluntary Market BREmEBEH 7
_ VERS

Actually many different GHGs denominated in canbon
1 Bl J 2D ERRES | RS Rk T
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Gloehall Carbon Market
4 Bk 17

Transaction Volumes and Values, 2006 and 2007’

Volume (MtCO,e) Value (US$million)

Voluntary OTC Market

CCX

Total Voluntary Markets

EUEIS

Markets

Primary CDM
Secondary CDM

Joint Implementation

New South Wales

Total Regulated Markets

2006
14.3
10.3
24.6

1,044
937

23

16

20
1,642

2007
421
22.9
65.0
2,061
991
240
41
25
2,918

2006
58.5
38.3
96.7
24,436
5,804
445
141
225
31,051

2007
258.4
724
330.8
50,097
7,426
5,451
499
224
63,697

Total Global Market

1,667

2,983

31,148

64,028

Source: Ecosystem Marketplace, New Carbon Finance,

World Bank
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\/oluntan/ versus Compliance Offsets
B =R BE 5 58 B BE
 Compliance offsets must be B8 BES AR :
— Accepted by regulator BB S 552 A FI HY
— Direct reductions (owned! by seller) EfERIEBE ( =5 HERER )
— Achieved before registration IR 1S IBIBEIE A Bl T

— Verified by independent' 3 party. FHPHIAL 55 = Jo0it 17, & 4%
e Voluntary offsets BREMIE

Value based on perceived quality.  #E4E Fifl BY T EEE RSB E
No guarantee of regulatory approval 78 F3k 15 & 5 K Ht

Indirect reductions; cani be used to offset Indirect emissions

(a2 B Bl [ R A
OwWnRership efiten “asserted” but not necessarily preven
A A LR R R, DR ULEA




Buyers and Drivers

BB PERIR 5 M3h 1

e Buyers: - 3£}
— Corporations 1l

—~ NGOs SEBATH LR
— VER retailers - - BERBHENZTER

e Drivers: - zh

CSR/branding Pl ST A/ mEEE

Personal retirement > A4

Anticipation of regulation;.possibility of grandfathering & i #f

“Investment/reselling & /BE&E
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Market Evolution thiz it &

Transaction Values on the Voluntary Carbon Market *

350 US$ 331m

11CCX
300 -

mOTC
250

200 A
US$ 154m

million US %

US$ 42m US$ 37m Uss$ 41m

UsS$ 22m

Pre-2002 2002 2003 2004 2005 2006

Source: Ecosystem Marketplace, New Carbon Finance
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Transaction Volume by Project Type, OTC 2007

AffiRef
plantation

Geological
2%

Seq.
Avoided def.
5%
Agricultural

Soil

3%
i\restock

4%

Coal MM
T%

Non-REC RE
(non grid)
7%

Source: Ecosystem Marketplace, New Carbon Finance

VER
Project

TVPES
B 2R BET B Fh3E

<Yz land hased projects

= st I Bl S A 21 1/4
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Project Operation 1 H =E it &FE

Project Developer Offset uantifier verifier

Scope Project:

Define Project
Boundaries

and Activities,
and Assess Create Monitoring &
Costs and Quantification Plan

Benefits Validate

Set Baseline or ngntification
i vstem
Baseline Method
Quantify Leakage or
Set Leakage Method

Implement
Project
Quantify OnN-Site

Sinks, & Emissions

Calculate Leakage

Calculate Net
Greenhouse Benefit

Calculate Baseline
Calculate Offset

Register & Market Offset
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[Key parties 1 the: project
il=PS: ya)

Project Developer 3 BFE A&

— |dentifies and evaluates prospective projects 25!, &= 1ERYINHE

Aggregator HIBES%E

_ Aggregates farmers &K
— Supervises the project operation =21 H £t

— Cooerdinates, with menitering and verification organizations as well as the

buyer hiakEl, BTz HZE T

— Backstops project perfermance

Farmers XF
— Produce GHG offset =4 B S RHER

Verifier BB
— Audit GHG offset BE&Eia=SRHERE
Buyer 3EX

— Purchases offset MR EHEE
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Process for creating credible offsets 4 AN HHERNTE

Project Developer Orffset Cuantifier

Set baseline

Measure
change

Register
offset

Independently
verify
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Moeniterngrand:\Vesriication

e =R

o Duke Standard=IHarnessing Farms and Eorests in
the Low-Carpen Economy, Hew te create, measure,
and veniy GHG ofisets

5 EN

‘
| Low-Carbon |
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Tlamarisk Project 241 B

Benelit of flamansk and cictanche: salsa
project i 5 Uiz

— Reverse the desettification process Fhl=2E1t

— Poevery alleviation), cictanche salsa Is a valuahle
nerbalimedicine ki, A== sHIH 254

— GHG reduction) 72285k
GHG reduction fliem|tamarsk project

_ Biomass increase =I5
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Proeblems inl Project Implementation
151 B 351 P 1Y (6] B

 Projecti Developer 31 B % 75
— |nitial site identification/scoping i B #r# %513 5l
— |dentification and engagement of aggregator 12 551 B &%
— Supporting infrastructure sz 459 E 5 it

» Aggregator ME &S
— Workload is bign T/EE K
» Many famers participate 2R E S0
o [Large area for management: &2y XiE 2
— Performance surety fRuEWI B SEhElE)R

e Farmers RS
— Revenue relatively low cempared with: necessary project Investment

SWHIDTE e nd LG WA REI B
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Issues, in Scaling Upi &%= R EYIa] 2

» [Definitional’ standards — measurement precision,
baselines, additienality, Ieakage,__germanence

ST R R, Eks | FioME | o
I, IR

> NVeasurement & Verfication) Service Sectors not
develepead

SR rEES s mls s A B =

> Quallfiedlagaregatens net readily: availanie
SR A I E & 5 AR 2

» Eanmers noet feamiliar with €0, ofiSets
IR COLBHEAAS 2478

» Recognized GHG Registr
ﬂ%é%@&%%ﬁ%wu;
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Registries)EA
ERSure that eifisets meet a speciiied quality,
standard  HEIRIEE IR E 15 E R T =7/
ASSpclate eachl efiset with a UnRigue oWner:
S el BeahE — HYPT &

Remove expiied or retired ofisets from the

market SNtz = EEEHIER S A U B 45/

(Optienal) provide: a centralexclhiange Where
market participants can execute trades

(CRlBE) Bt S BHVMEE i 7 2 = Al DA

R
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Registration Reguirements

T SR Ot 22K

Baseline E/EZL

Monitoring;, reponting| and veriication (MRV)
protecol BES" Bl S, Bl &7

Attestation letter EBR 413!

\/ernfication statement from
auditor/appraiser/quantifier Bza/ G a2t 3

Y B2z U B
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Where!is this all gBing? RisEE

o [ENAS carloon trading worth >$60 billion in 2007 vs. $1
plilieRNIRFZ004

X SRETE0 27 ZAZA S 2001 157 52 UHERE RIB001Z 5278, 2004
052 T5

flgs ait Bl clgfreg on Snfleicad ceildp for o202

SR B |E 5E fo 20 125 T

o New elected US president supports domestic cap and trade
program

NG N R A % 5

P Largest economic opportunity of the 215t Century” —
Venture capitalist John Doerr:

M e AEASKIohn Doerr.; 21 -2 HE KR Z 5418
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oI further Information See:
B 22A= S 1Al A T H ety

W ECETNERCH

WML eslfgopiireteliniel et epl

WievireRmeEnizideienseilneieg




