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sies What is an international offset?
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Projects that reduce emissions below a business-as-usual case in developing countries are used
to fulfill reduction targets

Known as the Clean Development Mechanism in the Kyoto Protocol and offsets are Certified
Emission Reductions (CERS)
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Air Quality Concerns:

» Odor

* Ammonia

» Greenhouse gas emissions




i Sample CDM Project

-----

Methane avoidance
Methane from Swine wastewater treatment captured and used in a
microturbine to meet farm’s electrical needs

Eliminates emissions from grid-based electricity and methane emissions from
farm

18,000 metric tons CO,e mitigated per year
~$162,000/year in CERs at $9/ton CO,,

Host Country: Mexico

Countries purchasing CERs: UK and Switzerland
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CDM Project Cycle

— | Project Design Document Project Developer, owner,
or C broker
v
Approval National Authority
v
Validation Operational Entity
Registration Executive Board
Implementation and Monitoring Project Owner

|

Verification
: Operational Entity
Certification

v

—— | Issuance of CER Executive Board




CDM Project Cycle

Price: $ 2-8,000

Project Idea Note

Price: $ 25-38,000

Project Design Document

iming: 1-2 months (process optional)

Timing: 3-4 months

Approval

Project Developer, owner,
or C broker

Validation

Price: $ 30,000 — 60,000

National Authority

Registration

Timing: 2-3 months

Price: $ 6,000- up (scales with size)

Operational Entity

Timing: 2 months

Implementation and Monitoring

Executive Board

Timing: 1 year

Verification

Project Owner

Price: $ 20,000 annually (10-21 yrs)

Cetrtification

Timing: 1-2 months

Issuance of CER

Operational Entity

+ Legal fees: $23-38,000

Executive Board




What is the Size and Value of the Market?

Voluntary 2008

e 120 million metric tons
* $600 million USD

¢ $6.10 tCO2e OTC

Compliance 2008

4.9 billion metric tons

e $115 billion USD

« $21 Average price for a secondary CER/carbon credit




Voluntary Carbon Standard

CDM Methodologies used

New performance standard-based meths can be proposed
Allows for flexibility

Will accept California Climate Action Reserve credits

Commanding price of ~$6 per offset (ton of CO2 sequestered) in
Jan 09




California Climate Action Reserve

Performance Standard — if not required by law, project considered additional
Allows existing projects to count carbon credits generated since 2001

Emerged as the most valuable US voluntary offset at ~$10.90/offset in the fall
of 2008

Limited number of protocols
Could be used as future US offset protocol (??)




Chicago Climate Exchange

Voluntary, but legally binding

Detailed methodologies not available to public — lack of
transparency

Recently came under criticism for low till agriculture offsets that
were business-as-usual practice for farmers

Participants wanted to get experience for carbon markets
Commanded price of $1.20 in Jan 09
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