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L Overview

it

A The Complexity of Compliance

A Offsetsd An Inevitable Component of Compliance

A0 Ful | 8 ACbmprehensive Approach to Minimizing
Offset Risk




L Carbon Markets in North America

0

Cap and trade regulations now exist or are planned for:
o Alberta
i RGGI
o Ontario & Quebec
o WCI (7 US states, 4 Canadian provinces)

i Mid-western Greenhouse Gas Reduction Acc |
i Canadian Federal F
i US Federal
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/f\ The Complexity of Compliance

i

Compliance options differ from one scheme to another

o Which GHGs are included?

1 Which sectors are regulated?

o Are targets absolute or intensitgsed?

o Is early action rewarded and if so how?

1 Are offsets eligible and if so which ones and how
o Are allowances issues and if so how?
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. The Complexity of Compliance

g

A Multiple schemes increasempliance
burdens

Compliance Options

A Many players operate in numerous
jurisdictions

Jurisdictions/Schemes

A Numerous, different and changing 8
compliance options N
&

A Compliance management increasingly
complex and difficult

Complexity
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The Inevitability of Offsets

A Offsets approved compliance options in Alberta & RGGI

A Expected that WCI, US, Canadian & MWGA schemes will inclt
Orobust offset programs©o

A Offsets:

A

o To o P>

Ensure reductions are generatedeatst cost to society

Provideflexibility and lower compliance costs

Increase competitivenesand prevent premature retirement of capital assets
Broaden participationn the carbon markets

Most expedient way to reduce tlgeeatest quantity of emissions

(AR TRSNRENTN B oo

The Delphi Group © 2009



V y

A Off
sets ex
9% of CofneCFEd to be eligible
pliance obligation ir]:O\r/\/uIO ©
Cl

Ca,
p-
and-Trade p,
rogra,

S
Comaczes Pember 23

A US
CABRBluepri
would Seeeup”nt for Legislative | *’”w,gz:za.m
p to 3 billion OffsetsA-Ct'On ® =
In US

fede

m em 1 partne rshinp (USCAE \lsSued\I\eB!uepmifnrlegxslﬂtive
ddres \ma\echange

Leg'\s\at’\ve Action

s sanuay 2997 cal for
at urged apromgt
e grawto o

w g
iy us\a\nah\e manne

iarts 20O & P "warmmgoﬂhtr.\lmat = systennis
meamngiu\ action 10 9% pand i e e °
e daress ot g ol tnﬁt\\:nsahn i z\cba\ averag®
i andocasn i emperat widespre
(e science S sufficien! y dear 1o st el of 500 nd\z,ezud eog gobe
Teerage 2124 -

US sch
eme
| und@merican Clean E
nergy

and Secu
2 billion dg’l?’]/ AC_t (ACES®)Id al

intergover™ ma\ panshon C\\mate chanz
cimatz & ige 2007 7. $yothe

offsets

actions 150 e of 03 2 atso DefiE¥®
an P h \g\ ,ne\p« reate jobs 2 o inerease
e ertand oM undation £ u\bran\ \ow " arbon eceno™:

—— principte?

st prodlem T % o o govat 01 patieves
g e t cralen S\ﬂde{s\\!p\se&s m\a\

o
lnmrr\ztmna\p Sy framenok o0 ot action B 4 \\mﬂ\a
oyt Spodtd ™ otbemn\mgen\ons\mu\tanemsamm
e

e ofter et pincip=s 2 ide &

.

Environmental Sllateg es. Business Solutions.

Th h
e Delphi Group © 2009




L The Inevitability of Offsets

|

A There is tremendous
uncertainty about the use and
eligibility of offsets

A But. ..

A Offsets will be an important
compliance option across
North America
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L Offset Risk

0

A 2008 global carbon market was $118 billion globally

A Offsets represented approximately 17% ($20 billion)

Carbon market 2005-2008
MEUETS Il Primary CDM W Secondary CODM Other
140
$118bn
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o
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Ei
401 $31bn
50
201 $11bn
2004 2005 2006 2007 2008
Source: New Carbon Finance
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L Offset Risk

l'il\l
A There is considerable risk with offsets!

A olTwathirds of CDMapproved projects are running late or failing to déliver
ClimateBiz.com

A dOrganizations are paying for emissions reductions that do not takeeplage

Time 2007
A "It's the Wild, Wild West out there with carbon offsettingi'Francisco Guardian
2007
THE GLOBE AND MaL, *
. Times B
%‘ﬁma:wkgoﬂg L‘_'C' tE'StS mur
Sga?é;;\;%n Offsets Cause Ky waters of carbon offsets
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L Offset Risk

|

A Offset risk is multifaceted and multidimensional

A Offsets can play a role in optimizing the cost of compliance
A Underestimating risk can be a very expensive mistake
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