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“Forests offer the single largest opportunity for cost-effective and
Immediate reduction of carbon emissions’. Nicholas Stern 2006
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Saving forests is a critical element in the
fight to mitigate climate change...

*Roughly 20% of global GHG emissions are
caused by deforestation, (more than the
entire global transportation sector).
*Deforestation accounts for over 2 billion of
the 9 billion tons of carbon emitted into the
atmosphere per yeatr.

*Deforestation is the second largest annual
emitter of CO2 gases, (the power sector is
first)

*Deforestation is responsible for 19 million
tons for CO2 entering the atmosphere every
day.

13 million hectares of the world’s forests are
lost each year due to man-made
interventions. (4.3 million from South America
alone).

No new technology IS needed to remedy this problem!
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THE SCIENCE: Saving forests Is a critical
element In the “stabilization” of carbon
emissions

the response to Gore...

Sokolov’s “Billion Ton Wedges”
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Avoided Deforestation was not included in
the Kyoto Protocol

INITIAL SCIENTIFIC QUESTIONS: Regarding technology for
assessing and monitoring volumes of credits.

DEFINITIONS: What constitutes a “forest”?

MARKET FLOODING: Perception that too many credits will be
generated too quickly, diluting other market areas and too much
money will be made.

LEAKAGE: The notion that gains in one country or project area do
not cause losses in another.

ADDITIONALITY: The perceived need that “offsets” require proof
that savings of emissions would not have occurred without the
project.

PERMANENCE: Issues concerning how to guarantee the life of the
project. What if the forest burns down during the life of the project?

AD isgoing to be high on the agenda at COP 13 in Bali...
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POLICY DEFINES THE MARKET:
debating AD methodologies..

examples...

BASELINE
(Compensated Reduction)

Baseline Approach /Historical data required:
receive credits for reducing National Baseline

Country-wide / not project based

A portion of the credits are held in reserve for
insurance

Governments serve as primary party / responsible
for protection

Credits received post-facto for demonstrated
deforestation reduction (5 years down the line)

Governments must pay upfront costs / forest
protection costs

Low Deforestation Countries benefit lessE if at all

VERSUS

CARBON STORAGE
(Stock Approach)

Temporary credits issued up front for carbon in
standing forest

Forests reassessed every five years or so for new
temp credits

A CountryOs Brests may be divided in to Project
areas

Governments may enter agreements with private
representatives to manage projects

Historical data not required

Unthreatened areas set aside as reserve and not
eligible to earn creditsE must be protected
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Value is in more than trees : Biodiversity

ECOSYSTEMSSERVICES

«Carbon Storage *Soil Protection
*Rainfall Generation \Water Protection
Biodiversity Maintenance <Beauty

3

Costa Rican Lemurs or “Coatis” |
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A PROBLEM OF EPIC PROPORTIONS:
requires powerful partnerships...

GOVERNMENTS
WORLD BANK (UN)

PRIVATE SECTOR
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Potential Magnitude of Avoided
Deforestation Markets

* Mitigating deforestation of the 8 countries that account for
70% of the problem represents a market of $5 billion US
per year or more...

e * * * * * * * * * *
Options.

* Private Sector: $30 Billion US of Carbon Credits (Current Prices)
were traded under the Kyoto Protocol and the EU ETS in 2006 alone.

* Governments: Under the Global Environment Facility, the Industrial
Countries pledged US $3.1 Billion over 5 years... for all world-wide
environmental problems.

* UN:The World Bank: Bio Carbon Fund: latest initiative represents a
a total of $300 million US in two tranches.
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Carbon Fund Growth:
Extraordinary amounts of capital

2001 2007

58 Funds

$12 B
4 funds

$337M Global Exposure

Public, Private,
Financial
Investors

(12 new funds launched in 2007 alone)
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THE POWER OF NEW AD POLICIES
...Creating markets and thereby solutions

must include:
‘PRIVATE SECTOR PARTICIPATION!!!
*SENSIBLE INITIAL INVESTMENT REQUIREMENTS
““REASONABLE” RETURNS ON INVESTMENT
*WORKABLE CASH FLOW TIMETABLES
‘REDUCE PROJECT INVESTMENT SECURITY RISKS

*RELIABLE ON THE GROUND PARTICIPATION
(BUNDLED)

* “NO FORESTS LEFT BEHIND” (Cl)

Clarify the rules and private investment will flow...
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It IS not about greed: it is about harnessing
a force that is required to meet the
challenge

%
el |

and not waiting until 2012 until we figure it out.....
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The McGraw-Hill Companies

BusinessWeek

| JANUARY 29,2007 $4.99 www.businessweek.com

Imagine aworld

in which socially responsible and eco-friendly
practices actually boost a company’s bottom

line. It’s closer than you think. svpeteencaroio (50
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THE CALIFORNIA AB 32 PERSPECTIVE

 Californians have high level of
CONSCiousness about “saving trees”

» AB 32/ Forestry Projects: Desire to keep [
all projects and investments local il

« The “Albedo Effect”’dilemma: Lawrence
Berkeley Labs Study

» Tropical Rainforests have 3-5 times the
carbon storage, plus other bonuses

» Cal Forestry Initiatives may therefore
require partnerships with Latin Americaand|
otherstropical zones

(Wife and dog)
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avoided deforestatli on parthers

Promoting market driven policies that protect
and enhance our forests and ecosystems

* * * * * * * *

e adpartners.org _isanot-for-profit organization dedicated to developing policy
approaches that harness market forces for the protection of the world(3 ecosystems

e adpartners.org iscommitted to design and test policy methodologiesthat are
grounded in sound financial, environmental and social practices.

e adpartners.org isan international partnership of prominent environmentalists,
venture capitalists, philanthropists, economists, project developers, government
officials, lawyers. scientists, policy analysts and morek
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got trees?
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THE END

(we hope not....)



