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Who we are

Privately held company (Ltd.), headquartered in Zurich, Switzerland

Offices in China and Thailand; partner offices in India, Indonesia, South Africa,
Brazil

Owned by 6 partners
30 carbon professionals

South Pole combines carbon market experts from McKinsey & Company Inc.
with the founders of myclimate Foundation and 500ppm Ltd.

Focus on high quality emission reduction projects, where possible with Gold
Standard Label

Pioneers on voluntary markets (contracts with FIFA, BP, finance industry...)

Carbon sourcing agent for high-rated buyers (CCC, Government of Austria,
private CER fund in Switzerland, private CER fund in Europe)
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Overview: compliance and voluntary carbon markets
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Carbon “currencies”

CER Certified Emission Reductions (CDM)

ERU Emission Reduction Units (JI)

AAU Assigned Amount Units (emission trading)
EUA European CO2 Allowance (EU internal trading)
VER Verified Emission Reduction (voluntary market)
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Overview of the VER Market

Total Recorded Market Transaction Volume in 2006: 23.7Mt (10.3Mt in
CCX & 13.7Mt OTC)

Overall market value in 2006: $91M (~$36M CCX & $55M OTC)
Overall market value in 2005: $66M in the previous year

Mkt participants’ perception: within the next five years the voluntary
market could become as big as the current market for CDM credits
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Comparison among GHG schemes

2006 Volume 2006 Value
(Million tCO»,) (US$ Million)
Voluntary OTC Offset Market 13.4 54.9
CCX 10.3 36.1
Total Voluntary Market 23.7 o1
EU ETS Trading Scheme® 1,101 24,357
Eﬂgrgﬁg] igfl:an Development 450 4813
fﬂee%%gi?sr?fn Clean Development o5 444
Joint Implementation 16 141
New South Wales 20 225

Source: Ecosystem Marketplace and NCF, 2007
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Historically & projected traded volumes
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Individual NGO

Buyers' categories & location

Major buyers' concerns: additionality issue;
robust infrastructure & possible linkages
with registries; multiple environmental and
social benefits

Price premium for projects with high
sustainbility-related attributes

Among large buyers: Johnson & Johnson
(2nd largest US buyer), US general Services
Administration (5th largest), HSBC (7th
largest), Swiss Re, Dell, Delta, AEP,
Google, Yahoo, Nike, Sky, Origin Energy.

Source: Ecosystem Marketplace and NCF, 2007
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Transactions by project locations (2006)
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Project types & prices

Types of project dominating the market: soil carbon offset, methane offset, waste
disposal, fuel switching, forestry management

Source: Ecosystem Marketplace and NCF, 2007
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Standards overview

Plurality of standards available
Geographic fragmentation

Standards most commonly adopted in the US mkt: weaker than standards
required by European buyers (more interested in high quality VERS), but high
flexibility & lower prices (av. price in CCX in 2007: $3.35/ton )

Preferred voluntary standards/guidelines: retailer-specific (33%), VCS (31%),
WBCSD (14%), GS (5%), CCBS (5%)

Future trends: increasing focus on VCS (38%), GS (20%), CCBS (12%)



CDM Gold Standard

* Example: 4.5 MW biomass power plant, India
* ca. 25’000 Gold Standard CERs p.a.
* First issued Gold Standard CERs

* Buyers: myclimate, Pure Foundation, ICE
Organisation, Swiss Government, etc.

* Project characteristics:

— CDM projects involving renewables/energy efficieny
—additional sustainability screen needed
— additional stakeholder consultancy requirements

—15to 25 EUR per certificate

Source: South Pole Carbon Asset Management Ltd.



VER Gold Standard

* Example: Fuel switch coal to biomass at citrus
farm, South Africa

*ca. 10'000 GS VERs p.a.
* Buyer: FIFA World Cup, Germany

* Project characteristics:
—small projects
— large projects in non-Kyoto countries
— otherwise similar to CDM Gold Standard

—5to 15 EUR per certificate

Source: South Pole Carbon Asset Management Ltd.



Voluntary Carbon Standard

Example: Small Hydro Power Project, China
ca. 20'000 VCUs p.a.

Buyer: Financial industry, offsetting programs
Project characteristics:

- few restrictions in categories

- additionality proof without CDM tool possible

- simple approval procedure

- 3to 7 EUR per certificate

Source: South Pole Carbon Asset Management Ltd.



The voluntary carbon trade-off

Certificate Quality
- certification by accredited entity
- communication potential

- additionality
Certificate Delivery Risk
- (unsecured) up-front payments

- time lag to delivery

Certificate Price

Source: South Pole Carbon Asset Management Ltd.



The trend

Projects increasingly in the focus

Main categories: renewable technologies - and
afforestation

Voluntary carbon prices will move towards CDM
prices

“Flood” of CER offsets on voluntary markets if no
Kyoto Il follows

Sector baselines as true simplification of process?

Source: South Pole Carbon Asset Management Ltd.



Thank You

g.gervasoni@southpolecarbon.com

www.southpolecarbon.com
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