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ABOUT IETA

WE ARE THE TRUSTED
BUSINESS VOICE ON MARKET
BASED CLIMATE SOLUTIONS

A Non-profit industry association founded in 1999
with over 300+ business members representing
the entire market landscape

A Empowering the private sector to engage in
climate action, by supporting the establishment
of effective marketbased trading systems for
greenhouse gas (GHG) emissions and removals
that are environmentally robust, fair, open and
efficient
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ABOUT IETA

A Shaping policy, providing thought leadership, carbon market intelligence

A A number of special initiatives and higlievel events
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International Carbon
Reduction & Offsetting
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IETA MEMBERSHIP
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SIZE & TRENDS IN THE CARBON MARKET




THE CARBON MARKET | Z’

A tool to deliver climate action where it is most
effective

A A way to incentivize emission reductionsy giving
them a price/value)

A Recognizing thatao

A We urgently need to reduce global emissions
A It does not matterwhere those emissions reductions take place (allowing for trade)
A We need an increase of more than 590% iannual climate finance (including both public, private

and international sources)



WHY CARBON MARKETS?

NATIONS

REGIONS

CITIES

COMPANIES
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GLOBAL NET ZERO COVERAGE

Emissions GDP (PPP) Population

‘88%' ‘92%’ ‘89%’

NET ZERO NUMBERS

Countries Regions

150 147

Cities Companies

253 945

Source: Net-Zero Tracker
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Stronger ambition is needed to align many
countries’ NDCs with their own net zero pledges

Global annual CO; emissions change rate implied by current Nationally
Determined Contributions and IEA scenarios, 2010-2035

% 4

0 -

Annual emission change rate

-10

-12

'14 | | | |

Historic annual rate Ta reach MNext MDCs if aligned Mext NDCs if aligned
(2010-2021) current NDCs with the Announced with the Net Zero by
(2022-2030) Pledges Scenario 2050 Scenario
(2022-2035) (2022-2035)

International
Energy Agency

Carbon
markets to:

A Allow for
Increased
ambition

A Enable net-
Zero

N



DIFFERENT TYPES OF CARBON MARKETS

ACap-and-trade
carbon =
tradable permits to emit
(polluter pays principle)

ABaseline-and-credit
carbon = verified
emission reductions or
removals, can be used to
offset emissions

Carbon credituse cases:

o Offsets in cap-and-trade systems

A cCalifornia, China ETS (domestic),
Korea ETS

o Offsets in carbon taxation schemes
A Colombia, South Africa (domestic),
Singapore
0 Voluntary offsetting
A Both domestic and international
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CARBON CREDIT DEMAND

&
D 4, Domestic compliance Regional & linked | Sectoral obligations (CORSIA) I
g e instruments emissions trading
- (e.g. ETS, carbon taxes) schemes | Government commitments (NDCs) I
'.E o
o E
b 8 Subnational, national and regional International crediting mechanisms
- (“Domestic”) crediting mechanisms (e.g. Clean Development Mechanism /
E (e.g. California Compliance Offsets Program) Article 6.4 Mechanism)
c
(o) I Independent crediting mechanisms (e.g. Verified Carbon Standard, Gold Standard) I
- o
© =
-E = Voluntary credit uses - e.g.
QO o = Offsetting « Disbursement of results-based
= - - Mitigation contributions payments for mitigation
s >
Domestic Scale International
Key: I Credit demand I Credit supply
\
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CARBON CREDIT MARKETS ARE STILL SMALL
RELATIVE TO OTHER CARBON PRICING INSTRUMENTS

A In 2022, ETSs reached ovelUSD 65 billionin annual revenue and over
9 Gt CO2-eq in GHG emissions coverage,

A and carbon taxes amounted toUSD 29 billionin annual revenue and
almost 3 Gt CO2eq in GHG emissions coverage,

A compared to USD 1.3 billionand 0.17 Gt CO2-eq respectively in
carbon credit markets.
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CARBON CREDIT SUPPLY OVER TIMRVorld Bank, OECD)

Million tCt

400
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Global volume of issuances by crediting mechanisms

category (MtCO2e)

2008 2009

2010 2011 2012 2013 2014, 2015 2016 2017 2018 2019 2020

________b

Early carbon markets
Clean Development Mechanism

(CDM) led to a wave of compliance  After CDM demand collapsed,

carbon market activity.

voluntary carbon market (often
modelled on CDM) arew

202

International
mechanisms

Independent
mechanisms

Domestic
mechanisms -

#
-

Towards a new carbon boom?
Following COP26 breakthrough on
Article 6 and thousands of corporate net
zero targets, many expect growth for
both voluntary and compliance markets
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PRIMARY MARKET SIZE
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Project investment by project type (Sbn)

Bl Carbon Engineering B Non-CO2 Gases

M Fuel Switch M Energy Efficiency
Renewable Energy W REDD+

M Nature Restoration

2.6

-I--Il-—-!l--m-n

2012 2013 2014 2015 2016 2017 2018

1.7

2019

2020

2021

7.5

2022
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M International

M Middle East and North Africa
W East Asia and Pacific

W North America

M Sub-Saharan Africa

DZ ! : ' :
2012 2013 2014 2015 2016 2017 2018

Project investment by region ($bn)

M Europe

Central Asia
M Latin America & the Caribbean
M South Asia

0.3

2019

2020

2021

2022
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Expected annual carbon reductions from registered projects (MtCO,e/yr) (2)

800
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293

371 468
P
69
52
168
97
“
2012 2020

-

761

156

134

209

2023

since 20200ver 1,500 new carbon
credit projects have been
developed and registeredyith the

five main registries. This is equivalent to around
520 new projects a year The rate of

new project registrations in thelast three

years is 160%of the rate from 2012 to
2020. The new projects added since thestart of
2020 claim to save an additional
300MtCO2elyr of carbon emissions? roughly

the same as the annual carbon emissions of the
UK.
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ICROA ENDORSED STANDARDS

ICROA
: . Amerlcan / CLIMATE o

Carbon credits certified ERRA Carbon e &) AcTion

e ist QP RESERVE
underVer W@V s by
represented 72% of total
issuance recorded in 2022 Gold Standard Woodland

. Carbon CO.de

followed by theGold Al susiaion Goveramen fo@\\,
Standard at 16% o - \\/{& 4}‘/’

S,

3¢ PLAN VIVO

the ACR at just under 8%

E2etl
BRITISH
and CAR at 3.5%, Plan Vivo - C&"”f”i""f“
£10.6% and GCC at 0.150%. PUro-earth gl sociicareons E
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VCM MARKET SIZE

Voluntary demand scenarios for carbon credits, gigatons per year

Up to 100X
<7.0-13.0
3.0-4.0
~16x
~1.5-2.0
1.0
01 0.2 -
—
2020 2030 2050

Growth forecasts , BNEF (2023):

0 1.2Gt/year in 2030

05.4Gt/year in 2050

Growth forecasts

, McKinsey (2022)
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WHERE IS THE DEMAND COMING FROM?

Earliest Latest
0 1 2 3 4 5 6 7 8 9 10 vintage vintage

ADELTA T N
Enie
Oshell NI

Volkswagen - 2017 2021

easyJet i 2012 2020
¥ dpdgroup " 2006 2021
'NESPRESSO. e 2009 2021
. - ] 2005 2005
( TELSTRA 2019 2021
Trokvocrs N 2008 2019

Renewable Energy Nature Restoration =~ B REDD+ M Non-CO2 Gases Energy Efficiency =~ B Carbon Engineering M Fuel Switch

Driven mainly byoluntarycommitments to reduce greenhouse gas emissi@takeholders
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I'N REceNT N Environmentalists sue Dutch airline
KLM for 'greenwashing'

Carbon credit speculators could lose Revealed: more than 90% of rainforest

billions as offsets deemed ‘worthless’ ) .
carbon offsets by biggest certifier are
Many credits in the voluntary market going unused, with study WOl‘thleSS, analysis Sh OWS

finding some offsetting could make global heating worse

The age of extinction is supported by Investigation into Verra carbon standard finds most are ‘phantom
t e credits’ and may worsen global heating

guardian - —

org EU to ban ‘climate neutral claims by 2026

Brussels to crack down on greenwashing of consumer products

s | The Carbon Con
Carbhon offsets are a scam

prid’s biggest companies, from Netflix to Ben & Jerry’s, are pouring
billions into an offsetting industry whose climate claims appear
increasingly at odds with reality

GUKS YydzYoSNJ 2T ONDBRA iB® inMBfirshHdlSoRn 8 &€ O2 YLI Yy A
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Historical Standardized Contract Prices y

XpansivCBL, the
g2NI RQa f I N
carbon exchange
(2023).
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VOLUNTARY CARBON MARI

Exists largely in the absence of mandatory legislation

A Driven byvoluntary commitmentsto reduce greenhouse
gas emissions- stakeholders

A Can help to finance climate action and sustainable
development, especially in developing countries

A Should lead to anincreasein global climate action



Voluntary carbon
buyers are

more likely than non-buyers to
have an approved science-
based climate target

1.8X

more likely than non-buyers to be
decarbonizing year-over-year
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| N CONTRARY TO POPULAR BELI

EFo

Median rate of emission
reductions among 350 firms that
voluntarily use ‘material’
quantities of carbon credits is
roughly twice that of 3800 firms
that do not use carbon credits.

~6% internal reductions for
credit users

Vs

~3% internal reductions for non-
users

Expense from voluntary
purchase provides financial
motivation to reduce emissions

25%

20%

15%

10%

Distribution of annualised scope 1 & 2 emissions change (%)

Emissions reducing

-18to -15 -15t0-12 -12to-9

-9

o

Median Median

6% -3%

-6

-6to-3 -3to-0 Oto3 3tob

Annualised % Change in Emissions

Emissions increasing

@ Companies not using credits

6to9

@ Companies using credits

9to 12

12to15 15t0 18
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ADDRESSING INTEGRITY IN THE VCM

Supply-side integrity

* 1 credit <1 real tCO,e
avoided / removed /
reduced

+ Effective use and no
double counting of CO2
and $

* Do no harm to social and
environmental objectives

Credit supply

Market integrity

* Reduce information
asymmetries

* Interoperable, liquid
and standardised
markets

* |mportance of
governance

Demand-side integrity

 Prioritise mitigation over
offset use

» High-quality, uniquely
claimed credits

« Claims should be credible
« Transparent reporting

Credit demand‘

(OECD, 2022)
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GLOBAL VCM GOVERNANCE INITIATIVES

THE INTEGRITY COUNCIL

O "
I FOR THE VOLUNTARY CARBON MARKET Ml Carb_on
Markets Integrity
N Initiative

Unimpeachable quality

Promote social and environmental ‘ I C ROA Honest claims
integrity in the generation of carbon Ensure integrity in the use of carbon
credits by developing a Core Carbon International Carbon credits by defining high-integrity

Principle (CCP) threshold standard Reduction & Offsetting corporate claims and creating
for what constitutes a high-integrity Accreditation norms around their use in the

credit, along with SOVEIMANCe o context of a robust net-zero pathway
ensure proper oversight.

G7 Principles for Highintegrity Carbon Markets,Call for Paris Aligned Carbon
Markets, UNHLEG Ar ti cl e 6 of the Paris Agreementao
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iC EMISSIONS IMPACT

1. Additionality

2. Permanence

3. Robust quantification of emission reductions and removals
4. No double counting

THE GORE CARBON GOVERNANCE
PRINCIPLES o Tracung S e

7. Transparency

The CCPs-are a set of interlinked principles 8. Robust independent third-party validation and verification
to'define a threshold-standard to ensure

integrity in the veluntary carbon market.

SUSTAINABLE DEVELOPMENT

Sustainable development benefits and safeguards
Contribution to net zero transition



~80% of participants believe corresponding
adjustments will be active within 5 years

78%
I

<2 years 2-5 years 5-10 years

Source: Expert Survey; BCG Analysis

What is the average price you expect to pay? ($/1)

¢

30 -

20 -

10 1

U -
Present 2025 2030

E. Median price
Source: Expert Survey; BCG Analysis
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8,000

7,000

6,000

5,000

4,000

3,000

2,000

1,000

Annual supply and demand - all credits (MtCO,e/yr) (!

High
Demand
(1.5C)

Medium
Demand

Low
Demand

AT
oy

ecrediting + Issuance
- viax Supply adJusted Supply
LT T
2020 2025 2030 2035 2040 2045

Source: Trove Research analysis

1. Demand includes potential demand from corporates net zero targets (SBTI and non-SBTI approved), carbon
neutral claims, CORSIA, compliance schemes, and governments under Art 6.2/6.4. Supply includes registered and
pipeline projects. By 2030 roughly half of credits supply will come from registered and half from pipeline projects.

13 September 2023

2050

Cumulative demand and supply of credits and capital investment needed to 2050

MtCO,e (cumulative)

80

70

60

50

40

30

20

10 : N
o = el
0

sqopn  >20PN
2030

Supply from
Registered projects

Trove Research Limited

$1,600bn
$930bn
—_—
S470bn
_..
5310bn
$150bn
ﬂﬁbn
— ]
2035 2050
Demand (low) Demand (med) -Demand (high)
Trove
s+ Research 15
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THE VCM ECOSYSTEM

PROJECT
DEVELOPERS
LOCAL
“INDIGENOUS END
PEOPLES, CIVIL CONSUMERS
SOCIETY

VOLUNTARY

STANDARD

SETTERS CAR BO N TRADERS
MARKETS
"VERIFIERS BROKERS
GOVERN
MENTS?
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The Evolving Voluntary Carbon Market

Purpose: Shed light on how the VCM is evolving
A The mosaic of opportunities / Issues and uncertainties

Why the VCM?

ATo provide a robust mechanism for corporates to reduce or
remove emissions beyond their value chain in support of
science-aligned net zero pathways.

A To channel finance to where it is desperately needed,
to LLMIC, removals, forest conservation and delivery of the UN

SDGs.

A To pave the way towards compliance markets

Call to action:

IETA want to see the pace of investment in VCM increase at this
critical time when the world rapidly inches closer to the 1.5 degree C
warming above pre-industrial average limit
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