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Carbon Market Basics

What are carbon markets?

e Buying and se
emissions, avolo

ling greenhouse gas
ed emissions, or

sequestered car

elelp

e Global problem, global market

e 2005 = $10 billion USD, 2006 = $30

billion USD




Carbon Market Basics

Why markets for carbon?

* Increased concentrations of CO2 In

atmosphere
17th — 18™ centuries 280 ppm
Today 380 ppm
2050 450 — 550 ppm

o Correlation of greenhouse gases to

climate change
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Voluntary vs. Regulatory Carbon Markets

Voluntary

* No mandatory
emissions cap

* Range of participants

e 20-30 domestic
providers

e Gourmet carbon

 Unregulated (subject to
change)

Regulatory

- Mandatory emissions
cap

* Applies to regulated
sectors

* Offsets optional
e Commodity carbon

* Highly regulated -
governing body oversight



Voluntary Carbon Market

Individuals or organizations pay
to offset their carbon footprint

 Motivators: 1) “do the right thing” 2) pre-
regulation 3) green marketing

e $100 million industry in 2006, expected to
be $400 million in 2008.

e 1stdeal in 1989 between American Electric
Co. and Guatemalan farmers - 50,000,000

trees




Voluntary Carbon Market
PROS

* Innovation and education
* Includes all interested parties
 Easy to maintain lifestyle

* Robust marketplace

CONS

 No standardization or oversight

e Easy to maintain lifestyle

* Risk of non-delivery
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Voluntary Carbon Market
The Carbon Capital Fund

e Demonstration projects meet offset
principles

+ Test demonstration projects against 8 — 12
offset protocols

* Chicago Climate Exchange * The Gold Standard

e California Climate Action e Climate Community and

Registry Biodiversity Alliance

e 1605 b): A,B,C,D e Voluntary Carbon
Standard

 The Climate Registry



v

Regulatory Carbon Market

Governing body sets emissions
cap, designates economic
sectors to fit under cap

e Motivators: Legal obligation

e Market-based mechanisms - Cap
and Trade

 Offsets may or may not be included







Regulatory Carbon Market

Key concepts
e Cap and Trade

e Market-based incentives

 Promotes cleaner technology and efficient
firms
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Regulatory Carbon Market
PROS

e Scope and scale
e Standards and oversight

* Promotes clean technology

CONS

e All about design
* Right to pollute

e Gaming the system
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Policy Roundup

In the News...

e Lieberman-Warner: America’s Climate
Security Act

e ~1990 levels by 2020 and 70% below 1990 by 2050

e Cap and trade in 2012

* Major offset language (15% of reductions from offsets)

* Afforestation, reforestation, management

« EPA and USDA language to come up with accounting rules

* Auction allowances to set up wildfire fund ($800 million to
USFS, $300 million to BLM)
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