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carbonconcierge

Carbon Concierge is an educational and consultancy organization that engages small, mid-sized and
large businesses, as well as municipalities, to develop and implement climate reduction strategies.
Carbon Concierge is a project of the Social Venture Network and Bainbridge Graduate Institute (BGI)
and its operations are managed predominantly by BGI students and alumni.

Bainbridge Graduate Institute offers both an MBA in Sustainable Business and Certificates in
Sustainable Business and Entrepreneurship & Intrapreneurship. BGI is pioneering a graduate
curriculum for sustainable business education that infuses social and environmental responsibility into
every course — not just electives but all required courses as well. The educational organization’s
mission is to prepare students from diverse backgrounds to build enterprises that are financially
successful, socially responsible and environmentally sustainable.
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Social Venture Network (SVN) is a nonprofit network committed to building a just and sustainable
world through business. SVN promotes new models and leadership for socially and environmentally
sustainable business in the 21st century. They champion this effort through initiatives, information
services and forums that strengthen communities and empower their members to work together on
behalf of their shared vision.
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Executive Summary

Climate change, or rather, climate destabilization, is the greatest challenge facing the world today, and will have
significant ramifications for business. To address this challenge and minimize risks, both internal and external,
businesses must get their own house in order. That is, complete a Green House Gas (GHG) footprint analysis,
strategically evaluate product and service offerings for climate change risks, set reduction goals for both
product/service and operational GHG emissions, implement programs to achieve those reduction goals, and
finally, consider carbon offset purchases.

Due to the rapid growth of the still developing voluntary carbon markets there is a wide range of offset products
being offered, resulting in confusion on the part of individual and organizational purchasers of carbon offsets.
Which standards are meaningful, respected in the marketplace, and meet individual or organizational objectives
associated with carbon offset purchases?

In order to address confusion regarding how to select offset providers to mitigate GHG impacts (after efforts
have been taken to reduce energy use and GHG emissions internally), Carbon Concierge initiated the
development of a process for evaluating carbon offset providers, resulting in the development of the Carbon
Offset Provider Evaluation Matrix (COPEM or Evaluation Matrix).

This paper outlines Carbon Concierge’s approach to evaluating offset providers via the Evaluation Matrix,
which includes eight crucial criteria for evaluating carbon offset providers, each of which are explained in
detail. These criteria are: Business and Project Transparency; Offset Quality; Project Location and Offset
Traceability; Industry Leadership; Business Model and Program Services Ratio; 31 Party Evaluation;
Education; and Social Benefit. This paper aims to help offset purchasers better understand the performance of
carbon offset providers and to select the best offset provider for an individual’s or organization’s goals.

This report includes research results for seventeen North American offset providers that were evaluated using
the COPEM framework. In all cases Carbon Concierge encourages the use of real, verified, permanent,
additional and unique carbon offsets as part of an overall avoid-reduce-and-offset carbon management strategy.
Our COPEM tool allows purchasers to prioritize individual criteria for an offset purchase and to see which
offset providers are best suited to meet the needs of the purchaser. In this way, the tool is customizable.

An analysis of our results indicates that carbon offset providers scored highest in the category of Third Party
Evaluation. The second best performance was in the Business and Project Transparency criterion. This is
encouraging as these are both key for ensuring the long-term credibility and success of the voluntary carbon
markets.

The areas with the worst performance were Project Location and Offset Traceability, and Business Model and
Program Services Ratio. These results are not surprising due to the difficulty of achieving the highest score in
these two categories. For example, the Location/Traceability criterion emphasizes regionality, which is the
concept of creating emissions reductions in the region in which the emissions being mitigated were released, but
is challenging due to the low volume of quality offset products in the U.S. (the region for which the offset
providers were evaluated). In the case of the Business Model criterion, the focus is to reward alternative
business models with an environmental mission and this means that traditional business models are not able to
score particularly high on this criterion.



Offset prices for the providers evaluated range from $5 to $23, depending on many factors. The majority of
offset prices fall in the range of $10 to $12 for those that reported prices. Interestingly enough there does not
appear to be any correlation of price and overall rating according to the COPEM methodology, revealing that
higher prices do not necessarily correlate to the best performing offsets. This further emphasizes the
importance of a thorough evaluation and consideration of relevant issues when selecting an offset provider.
However, we should acknowledge that these results may be influenced by the selection of providers evaluated.
A broader market evaluation including providers with lower quality and transparency may reveal a correlation
between lower prices and poor quality offset / poor performing providers.

While price is an important consideration in the selection of an offset provider, it is important that an
organization consider its specific criteria, intentions and values for carbon mitigation. We suggest using
COPEM as a guide while also considering the organization’s broader strategic approach to climate change and
other related aspects of their business. We believe it is important that a purchasing decision selects the projects
that best align with the purchasers needs. While Carbon Concierge has developed a recommended weighting,
we recognize that different organizations will have different goals. For example, the business model may be of
little concern to one purchaser, and thus it may be appropriate for that purchaser to have business model
underweighted. On the other hand, that same purchaser may highly value the importance of education, and may
overweight that criterion, relative to Carbon Concierge’s recommendations. While we have outlined our
preference and included the reasoning behind our approach, we also feel it is more important that the projects
and their stories resonate with the purchasers and their stakeholders. Carbon Concierge can provide a
customized consulting service to those organizations interested in leveraging the COPEM data to provide
tailored assistance that considers the unique needs of the organization and thus can ensure the most effective
carbon offset purchasing decisions.

Following Carbon Concierge’s mission to increase education and action on climate change, and to provide
transparency, a summary of the data collected for the top two providers is included in Appendix 3. Using our
recommended criteria weighting, the top scoring providers are NativeEnergy (business offsets) and Climate
Trust. Other high scoring providers include e-Blue Horizons, Terrapass and Sustainable Travel International.
Collectively, these are the retail providers most recommended by Carbon Concierge at this time.

The Problem

There is no doubt now that anthropogenic climate change poses an enormous threat to our global lifestyle. The
science is clearly documented, mainstream media is addressing the issue, and even political leaders are being
more vocal regarding the need to address greenhouse gas (GHG) emissions. Climate change, or rather, climate
destabilization, is the greatest challenge facing the world today, and will have significant ramifications for
business.

Businesses are already facing sizable risks associated with climate change and these risks will only increase
until our global society comes together to address climate change on a large scale. Existing risks include those
relating to increasing legal and regulatory pressure, increasing costs as the price of carbon becomes embedded
in supply chains, supply disruptions (due to weather related factors), and reputational risks among others.



The most important step for a business to take to minimize its risks, both internal and external, is to get its own
house in order. That is, to complete a GHG footprint analysis of its operations, strategically evaluate its product
and service range for climate change risks, set reduction goals for both product/service and operational GHG
emissions, implement programs to achieve those reduction goals, and finally, to consider carbon offset
purchases.

While there are a handful of businesses in the US that are now facing carbon regulations, namely the utilities of
the Northeast states participating in the Regional Greenhouse Gas Initiative (RGGI) the voluntary carbon
market provides a powerful vehicle for organizations to take action on climate change beyond what can be
immediately achieved within the organization’s own boundaries. While organizations can reduce their energy
use and other GHG emissions through efficiency, it is essentially impossible for all emissions to be eliminated.
Thus an organization that wants to demonstrate a leadership role and encourage reductions outside of its
immediate bounds can leverage carbon offsets to achieve greater overall reductions. Further, the thoughtful
selection of quality offsets can ensure expediency and cost effectiveness.

Although the carbon offset market is in early stages of development, it has grown significantly over the last
decade. According to the recent report Forging a Frontier: State of the Voluntary Carbon Markets 2008
(Ecosystems Marketplace and New Carbon Finance), in 2007, 42.1 million tons of emissions were traded in the
voluntary market, with a market value of US$58.5 million.'

A growing number of offset providers are entering the market to meet the increasing demand from individuals
and businesses wishing to reduce their carbon footprint. The result is a wide range of offset products being
offered by providers with different motivations and issue expertise, at various offset quality and price levels, all
of which makes it particularly difficult for purchasers to know who to choose from.

The other change, besides growth, that has occurred in the market is increasing complexity. Players in the
carbon market range from non-profits, global corporations, government agencies, international consultancies,
and financial institutions. The result is a wide array of product offerings, in terms of organizational goals,
project approach, and project implementation. Further, the market has grown so much that there are a number
of “certification” systems that have developed, each with their own standards and requirements.

Complicating the matter is the ongoing debate about what classifies as a “true” offset. A central issue has to do
with the notion of “additionality,” or whether the provider can legitimately claim that the money being spent on
the offset is paying for something that wouldn't otherwise happen under business as usual. Put another way,
many believe that if a reduction of emissions (whether through new renewable energy production or an energy
efficiency project, or other offset project) would have happened regardless of whether or not additional funding
(in the form of offset sales) were generated for the project, then the emissions avoided are not actually
“additional,” and as such are not legitimate offsets.

The result of the growing complexity of the market has been increasing confusion on the part of individual and
organizational purchasers of carbon offsets. Which standards are meaningful, respected in the marketplace,
meet individual or organizational objectives associated with carbon offset purchases?

! Katherine Hamilton et al, State of the Voluntary Carbon Markets 2008, Ecosystem Marketplace & New Carbon Finance, May 2008.

http://www.ecosystemmarketplace.com/documents/cms_documents/2008 StateofVoluntaryCarbonMarket2.pdf (accessed June 8§,
2008).



Several reports have been released to address this problem — evaluating offset providers in an attempt to reduce
consumer confusion. These include Clean Air-Cool Planet’s report A Consumer’s Guide to Retail Carbon
Offset Providers (2006) and Tufts Climate Initiative’s report Evaluations and Recommendations of Voluntary
Offset Companies (April 2007).

These reports are very interesting, but they explain their methodologies to varying degrees and do not actually
publish the results of their research and detailed evaluations for each offset provider.

Additionally, a weakness of these prior reports is that they did not contact the offset providers evaluated.
Carbon Concierge has made its best efforts to engage each offset provider in the evaluation process to gain
additional information and clarification where appropriate.

Carbon Concierge’s intent is that the analysis presented in this report - released with full transparency of our
methodology, criteria and scores for each evaluated offset provider - will help purchasers better understand the
performance of carbon offset providers. The authors recognize that unanimous agreement with all aspects of
our conclusions is unrealistic, however through transparency we can best educate and engage individuals and
organizations in fruitful discussions on the selection of organizations best able to serve the carbon offset market.
This contributes to Carbon Concierge’s goal to increase education and awareness regarding issues in the
voluntary markets.

The Solution

In order to address confusion regarding how to select offset providers to mitigate GHG impacts (after efforts to
reduce energy use and GHG emissions internally), Carbon Concierge initiated the development of a process for
evaluating carbon offset providers. This complex undertaking resulted in the development of the Carbon Offset
Provider Evaluation Matrix (COPEM or Evaluation Matrix), which includes eight critical criteria for evaluating
carbon offset providers.

The criteria are as follows and will be discussed in more detail in the Criteria and Methodology portion of this
paper.

* Business and Project Transparency

* Offset Quality

* Project Location and Offset Traceability

* Industry Leadership

* Business Model and Program Services Ratio
3" Party Evaluation

* Education

* Social Benefit

Since the completion of the Evaluation Matrix, Carbon Concierge has undertaken a rigorous process to analyze
and evaluate a number of offset providers in the voluntary carbon market (VCM). We believe that this
evaluation framework enables individuals and organizations to better understand the benefits that offset
providers bring to the market. To date, our focus has been on the assessment of offset providers serving North



American customers in the VCM. The Evaluation Matrix enables a thorough and subjective assessment of offset
providers that can be used by purchasers to select the best offset provider for an individual’s or organization’s
goals.

In all cases Carbon Concierge encourages the use of real, verified, permanent, additional and unique carbon
offsets as part of an overall avoid-reduce-and-offset carbon management strategy. Our COPEM tool allows
purchasers to prioritize individual criteria for an offset purchase and to see which offset providers are best
suited to meet the needs of the purchaser. In this way, the tool is customizable to our clients. However, for
those individuals and organizations that do not have the resources or the need for detailed consulting on issues
associated with carbon strategies, we are providing this white paper, which includes a summary of our findings.
Carbon Concierge believes strongly in the need to increase education regarding the complex issues associated
with offset provider selection and we believe that this paper, and the COPEM tool itself, will enable better
informed participation in the voluntary carbon market.

Lastly, it is important to note that the VCM continues to grow and evolve. Several voluntary standards are
rising in dominance. A new industry association has recently been formed (the International Carbon Reduction
and Offset Alliance, or ICROA) that provides a ‘unified voice advocating for rigorous industry standards,’” as
well as calls for regulation of the VCM in the United States. The offset industry will undoubtedly go through
dramatic change as we move closer to a single emerging standard and potential regulation. In the meantime,
Carbon Concierge offers this assessment of providers to guide individuals and businesses in their offset
provider choice to ensure meaningful action to reduce GHG emissions and avoid disruptive climate
destabilization.

Background on the Voluntary Carbon Markets

Before diving into the criteria and methodology for Carbon Concierge’s COPEM it is important to provide
some context regarding the VCM for those new to this emerging market. The first place to start is the definition
of a carbon offset:

A carbon offset represents emission reductions achieved to reduce the level of greenhouse gases in the
atmosphere. To measure the amount of greenhouse gases offset, a baseline projection of emissions
without the offset project must be developed, and then actual emissions must be measured. The
difference between the actual and the projected baseline emissions is the offset (typically measured in
tons). Offset projects vary in nature as well as ‘quality.” Examples of offsets included increasing energy
efficiency in buildings, industrial processes, or transportation, generating electricity from renewables
such as wind or solar (although not all such projects meet ‘additionality’ criteria); modifying a power
plant or factory to use fuels that emit fewer greenhouse gases; putting wasted energy to work via
cogeneration, and, capturing carbon dioxide in forests and agricultural soils. (Modified from the
Oregon State Carbon Allocation Task Force’)

? International Carbon Reduction and Offset Alliance. http:/www.icroa.org/ (accessed October 4, 2008)
? Oregon State Carbon Allocation Task Force. http://www.oregon.gov/ENERGY/GBLWRM/CATE shtml (accessed September 18,
2007).




An offset, therefore, is an emissions reduction. As mentioned earlier, one of the key points about offsets is that
the emissions reductions that occur must be additional — that is, reductions that wouldn’t have occurred
otherwise. This will be discussed more fully in the next section’s discussion of the additionality criterion. At
this point, however, it is important to understand that an offset should be a new voluntary action, and is very
different from an ‘allowance’ such as the European Allowances (EUAs) or the Regional Greenhouse Gas
Initiative’s (RGGI’s) allowances. Unlike offsets, allowances represent permission to emit a certain amount of
GHGs but do not have any relationship to emissions reductions, except when the total number of allowances
issued in a system is reduced. Even when this occurs, the resulting emissions reductions can not be considered
offsets because they happened as a result of the regulatory framework that issued the allowances.

Voluntary and Compliance Markets

This brings us to the important distinction between the voluntary and compliance offset markets. The
compliance market is predominantly in the EU and includes Certified Emissions Reductions (CERs) and
Emission Reduction Units (ERUs) which are generated from the Clean Development Mechanism (CDM) and
Joint Implementation (JI) projects respectively. CERs and ERUs are offsets with specific criteria and third
party validation and can be used to meet a portion of any Kyoto Protocol signatory’s emissions reductions
obligation (actual projects within the signatory’s boundaries must form the bulk of the reductions). In the
United States we do have one established regulatory (compliance) program, RGGI, which was mentioned above
and it is similar in that it issues (auctions) allowances but also allows for a small portion of emissions to be met
via the purchase of offsets that meet certain criteria. In California, the regulatory details of the Global Warming
Solutions Act of 2006 (AB 32)" have yet to be finalized but there will likely result in a compliance market of
some sort enabling the exchange of offsets in order to meet the regulatory requirements.

Offsets sold on the voluntary market, on the other hand, are typically referred to as ‘offsets’ and these are
unregulated. The voluntary market offsets cover a wide range of offsets: those generated from projects that
have no external reviews to those generated from projects which meet one or more of a growing number of
voluntary (unregulated) standards or certification requirements. Verified Emissions Reductions (VERs),
however, is a term typically used for voluntary market offsets that meet some sort of emissions reduction
standard or certification system. Similarly to offsets these VERs are not regulated by any governmental body.
Additionally, there are also some VERs that meet the requirements of regulated systems, but are not themselves
regulated. All of this illustrates the complexity of the voluntary carbon markets.

Some of the voluntary standards used globally include the Gold Standard’, the Climate, Community and
Biodiversity (CCB) standard (with a focus on community benefits), the VER+ standard (created by TUV SUD
that closely follows the CDM/JI requirements) and ‘pre-registration-CERs’ (often referred to as pre-registration
VERs). The pre-registration VERs represent offsets generated from projects that have been approved by the
CDM/JI Executive Board, but were generated prior to the final registration date (there is usually a significant
wait period for registration).

More common in the United States are the Voluntary Carbon Standards (VCS) and the California Climate
Action Registry (CCAR) guidelines. However, in the case of the VCS, the standards were just recently released
and at the date of publication of this paper, there were no projects certified under these standards.

* http://www.arb.ca.gov/cc/inventory/pubs/reports/ab_32_bill 20060927 chaptered.pdf
> The Gold Standard is actually a voluntary add-on to the regulatory CERs used to meet Kyoto compliance and can be thought of as a
‘valued added’ certification for those purchasing CERs).
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Certification Processes and Entities

Offsets that meet regulatory obligations, such as the CERs and ERUs mentioned above; have to meet rigorous
requirements in terms of independent certification to the regulatory guidelines. For example CDM projects that
generate CERs must be certified by two independent Designated Operational Entities (DOEs), which are
authorized by the CDM Executive Board as meeting the CDM requirements, as well as receiving approval from
the CDM Executive Board. Voluntary offsets, however, may or may not be certified, validated or verified. The
best offsets are certified to independent standards (such as the Gold Standard, the CCB Standard, or others
mentioned above), and are certified by qualified and independent certifiers that have no interest in the project
being evaluated.

When considering the value of ‘certified’ projects or offset providers that sell ‘certified’ offsets, it is important
to consider the standards to which they are certified. Obviously, certification to lenient or low quality standards
provide little to no assurance of the value of the offsets provided. On the other hand, projects certified to
rigorous and transparent standards are valuable. The following diagram demonstrates these standards and their
relationship within the carbon market. Please see Appendix 4 for the standards preferred by Carbon Concierge

Carbon Offset Market

The Compliance Voluntary Carbon Market

Market

T T~

Kyoto US Regional
Protocol
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Generally, certification will require the involvement of a third party with no financial interest in the project,
either validating or verifying a project and its emissions reductions. Validation refers to the evaluation of a
proposed project against the requirements or standard selected for validation. That is, validation occurs on the
basis of the project design (including evaluating the baseline, monitoring plan, etc.), and can vary in meaning
depending on which standard the project is being validated under. The objective of validation is to confirm that
the project design as documented is sound and reasonable and meets the stated requirements and identified
criteria (including additionality). Verification, on the other hand, is the periodic independent review and ex post
determination of monitored and quantified reductions in anthropogenic emissions by sources of greenhouse
gases that have occurred as a result of a project activity during the verification period. This type of third party
evaluation should be performed by technical experts.

The above discussion illustrates that offsets can vary significantly in their quality depending on the supplier, the
supporting offset project, the certification or standards used, and the application of third party evaluation. In
fact, there are so many providers out in the marketplace (both those that manage the projects directly and those
that act as intermediary resellers in the marketplace) that it is hard to know which offset provides the greatest
environmental benefits. As a result, buyers should perform a thorough due diligence effort prior to making a
purchasing decision, the main intent of COPEM is to facilitate this process.

We should also take a moment to recognize the difference between offset providers serving the wholesale and
retail markets. Wholesalers typically operate at larger scales, and many operate globally, serving both
regulatory and voluntary markets. In North America, retailers engage in small transactions, targeting
individuals and a variety of different organizations (small and large). A third player in the voluntary carbon
markets are the project developers. Wholesalers may also be project developers, and or purchase offsets from
project developers. Retailers may also buy offsets directly from project developers.

At this point it is necessary to address the issue of two additional instruments related to the VCM: the Chicago
Climate Exchange (CCX) and Renewable Energy Credits (RECs).

The CCX is a voluntary exchange where member companies agree to specific greenhouse gas emission
reductions with respect to their own baseline, and any additional reductions they achieve can be sold to other
member companies via the exchange. These emission reductions are called Carbon Financial Instruments
(CFlIs), and should not be equated with offsets. While CFI’s are a legitimate commodity in their own right, they
are generated in different markets and context, with different rules, to those of carbon offsets (and the
conditions of additionality and quantifiable project-based reductions — two key features necessary for a viable
voluntary market — are not clearly applied). Only a very small amount of the CFIs traded on the CCX are
project-based reductions, and many of the reductions would occur under Business As Usual (BAU) conditions —
that is, any revenue from trading on the CCX is typically a windfall profit for the organizations undertaking the
projects.’ Finally, the standards and requirements for the emissions reductions associated with CFIs are not
publicly available, so it is impossible to evaluate the offset quality. As a result of all of these factors, Carbon
Concierge does not recommend using the CCX as a provider for mitigating any individual’s or company’s
carbon footprint, which is why the CCX is inauspiciously absent from our research and analysis.

% Ball, J. (2008): Pollution Credits Let Dumps Double Dip: Landfills find new revenue in trading system meant to curb greenhouse gas
emissions, WSJ, Oct. 20"
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Renewable Energy Credits (RECs) — sometimes referred to as Green Tags — are linked to the generation of
renewable energy. While there is some disagreement on the exact definition of a REC, the concept is generally
that a REC represents the proof that one MWh of electricity was generated by a renewable resource. Some
organizations make the additional claim that a REC represents the ownership of the environmental benefits
associated with the generation of the renewable energy (including GHG and other emissions reductions). An
important point to note, however, is that a sizable amount of the renewable facilities today were developed to
meet regulatory requirements or to otherwise meet customer commitments (that is, rate-based renewable
energy), so they would have happened anyway. While the Green-e certification avoids this issue by ensuring
that facilities developed for these reasons do not achieve the status of Green-e certified RECs, there are also
other concerns with RECs.

For example, with RECs there is a risk of double counting the GHG emissions reduced via the generation of the
renewable electricity. This is because the emissions reductions are indirect and occur elsewhere in the energy
grid. That is, while renewable energy may displace the generation of fossil fuel generated electricity, the
renewable energy generator rarely has direct ownership of the fossil fuel power plant that reduces its emissions.
The fossil fuel power plant, on the other hand, may report the emissions reduction under certain circumstances,
claiming credit for the emissions reduction itself.

Further, there is concern that RECs do not necessarily meet the “additionality” test. The argument against the
additionality of RECs comes down to the assertion that many (though not all) of the renewable energy projects
would have happened anyway for reasons other than demand for carbon offsets and the additional funding
provided by the sale of RECs. For example, many projects are financially viable without the income provided
by RECs (particularly larger projects or those located in very high wind resource areas). While additionality is
very difficult to test for, there are enough concerns that the industry needs to develop a method to resolve this
issue before RECs could be meaningfully compared to offsets.

While Carbon Concierge does not believe RECs can be considered comparable to offsets, we do recognize that
RECs have value in the marketplace. Specifically, renewable energy projects do ultimately (though indirectly)
provide environmental advantages including reduced land and water impacts and improved air quality. Further,
the purchase of RECs can encourage the development of additional renewable energy projects, thus improving
the overall environmental footprint of electricity generation.

Criteria and Methodology

Selecting an offset provider is a daunting task given the complexities of the current Voluntary Carbon Market.
As such, the Carbon Concierge developed criteria for evaluating offset providers based on the Bainbridge
Graduate Institute’s philosophy as an academic institution of higher learning. This philosophy focuses on the
reliance of rigorous business solutions, the importance of businesses as change agents, local and regional
economies as a priority, and the consideration of fairness and social justice.

Our evaluation framework consists of eight criterion, each weighted at Carbon Concierge’s recommendation
(and customizable for clients). The criteria are as follows:

* Business and Project Transparency
* Offset Quality

13



* Project Location and Offset Traceability

* Industry Leadership

* Business Model and Program Services Ratio
3" Party Evaluation

* Education

* Social Benefit

Our framework was adopted from 6 Sigma process improvement tools and a provider can be awarded a score of
THREE, SIX, or NINE for each criterion. A score of THREE represents POOR performance, a SIX represents
GOOD performance, while a NINE represents EXCELLENT performance. In some categories a NINE is very
rarely achieved, however we include these high category standards to provide incentives for further
improvement in the voluntary carbon markets. Appendix 2 shows the full matrix used to determine each of
these scores for the COPEM criteria.

In order to determine an offset provider’s score for each of the categories, Carbon Concierge research staff
begins with an overview of each offset provider’s website. Next, we search for specific information addressing
the questions and requirements laid out in each criterion. Finally, where insufficient information is available,
inconsistency is evident, or other clarification is needed, we contact the provider with specific questions
designed to enable us to complete our evaluation of the provider.

As indicated earlier, Carbon Concierge offers a customized service to clients where each criterion can be
weighted according to their priorities. The offset provider recommendations and results presented in this paper
are based on the weighting preferred by Carbon Concierge, and are listed in the table below. An in-depth
explanation of each criterion follows.

Table: Carbon Concierge Recommended Weighting for each Criterion

Business and Project Project Location and
Transparency Offset Quality Offset Traceability
16% 16% 16%

Business Model &
Program  Services
Industry Leadership Ratio 3rd Party Evaluation Education Social Benefit

11% 11% 11% | 8% | 8%

Business and Project Transparency

In this criterion we are looking for each offset provider to disclose background information about its business as
well as details regarding projects including the nature, location, and case for additionality (see explanation in
Offset Quality discussion below). The best offset provider will provide an open, comprehensive view of all
aspects of their business, including project details.

14



Offset Quality

Offset projects vary greatly in nature as well as ‘quality.” Carbon Concierge defines offset quality based on the
method used to generate the offset. That is, if the method has strong potential to provide additional and
permanent emissions reductions through a proven technique, then it is considered to be of high quality.
Examples of offsets include increasing energy efficiency in buildings, industrial processes, or transportation;
generating electricity from renewables such as wind or solar (although not all such projects meet ‘additionality’
criteria); modifying a power plant or factory to use fuels that emit fewer greenhouse gases; putting wasted
energy to work via cogeneration; and, capturing carbon dioxide in forests and agricultural soils and carbon
storage (see Sequestration in the Definitions and Commentary section).

Of these methods, however, Carbon Concierge does not consider carbon storage or carbon sequestration via
forestry, to be high quality. In the case of carbon storage, this is still an emerging technology for which there
are a number of pilot projects, but no proven track record regarding the integrity and time-frame of the
‘storage.” In the case of forestry, there are two issues. First, is the issue of permanence. Projects that are
established in perpetuity have some value in terms of creating long-term GHG sequestration. In these cases the
land in question must not have been forested prior to the project implementation, but as a result of the project
the land will be permanently established as forestland and should the forest be consumed in a fire (or other such
event) it would be reestablished as forestland. Second, is the issue of ‘significance and scalability.’
Reforestation projects, on their own, do not represent a viable solution to addressing climate change because
there simply isn’t enough arable land (currently un-forested) that could accommodate forests to capture a
meaningful amount of the world’s annual GHG emissions. Consider also that given the need for permanence to
be established, each year an increasing amount of new land would need to be set aside as
reforestation/sequestration project.

In summary, Carbon Concierge believes that reforestation projects should be built in tandem with emissions
reductions efforts, energy efficiency and renewable energy projects. It is imperative that in order to truly
address global GHG emission the strategy must include a diversified portfolio of projects with an emphasis on
projects that will reduce long-term GHG emissions as the root cause of the problem.

In this discussion of offset quality we refer to a key issue: additionality. Meeting an additionality criterion
requires demonstrating that it is unlikely that an action would have occurred without the funding for the offset.
That is, if the project / emissions reduction would have occurred as a result of ‘business as usual’ then it is not
additional. A quality offset project must be in addition to any regulatory requirement, carbon-based or
otherwise, as well as in addition to what would have occurred otherwise for cost savings or other reasons.
Determining additionality is inherently problematic because it requires resolving the counter-factual question:
What would have happened in the absence of funds for a project that results in the offset? In addition to
looking at common practice, it requires a consideration of the barriers that the offset funding helps to overcome.
There can be economic and other benefits from a project, but it is necessary to determine that the other benefits
alone were not sufficient for the project to happen.

Typically ensuring a project is additional requires identifying a barrier to implementation that needs to be
overcome. This may come in the form of a financial barrier where additional monies are required to increase
the rate of return, or provide necessary upfront funding. Alternatively the barrier may be technological where
offset funding can help new technologies get to market and/or help prove new technologies. Finally, there may
be institutional barriers which may require new skills or new training resulting in upper management being less
willing to implement the project. Offset funding can help overcome each of these barriers.
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Project Location (Regionality) and Offset Traceability

Note: In the Evaluation Matrix and supporting research we assume that users of this tool are North America
based and/or selecting offset providers for North American operations. The goal of this criterion is to facilitate
taking responsibility and action within the US while an additional goal is to support regional economies, and
support more tangible offset projects that could potentially be in communities of significance for the offset
purchaser.

When evaluating offset providers against this criterion we ask if the offset provider provides details on its
project locations and traceability? Transparency on traceability facilitates avoidance of double-selling of
offsets. The very best traceability is achieved via participation in registries where a unique serial number is
assigned to each VER that a project generates (serialization), and as these offsets are sold and retired this
information is recorded in the registry.

The best offset provider will provide an open, comprehensive view of the location of all of its projects as well
as enable purchasers to direct their offset dollars toward specific projects. The notion of project selection is
rarely available for small purchasers of offsets, however, larger organizations making significant purchases
(usually from wholesale providers) are more likely to have this option. In this criterion we also look at
traceability issues and give preference to serialized offsets.

Finally, in this criterion we also consider “regionality” which seeks to convey the significance of the offset
project location, that is, the implementation of offset projects in the same region in which the emissions being
offset were generated, and we prioritize local or regional offset generation. Of course, GHG emissions are
global in nature, and are not bound by any regional boundaries, however, this gets at the issue that carbon-
intense societies, such as the US, have a responsibility to change their behaviors (personal and industrial) to
reduce emissions directly, not just continue our energy guzzling ‘business as usual’ while pressuring and/or
assisting other countries or regions to reduce their emissions.

In short, Carbon Concierge believes regionality is important for two reasons. Firstly, regionality supports
regional economies and enables improved community connections and education on climate change issues by
providing a greater sense of tangibility of the offset project. The regionality criterion also enables prioritizing
projects that are in communities of significance for the offset purchaser.

Secondly, regionality has the effect of providing local accountability. That is, where emissions are generated,
we should take actions to reduce emissions, rather than export the responsibility of emissions reductions to
others. Given that the US is the world’s largest GHG emitter (or perhaps second largest, as some reports show
China may have eclipsed our emissions level), businesses and individuals in the United States have a direct
responsibility to show leadership by reducing our emissions domestically.

Of course, some would argue that it would be more economical to engage in emissions reductions globally
based on the least cost perspective, which is a valid argument. However, we believe that local accountability
will be the most important way to enact the paradigm shift that is necessary to avoid catastrophic climate
change.

16



Additionally, given GHGs travel the globe unhindered by political boundaries, some will argue that that
regionality is of little relevance. However, consistent with the BGI philosophy, Carbon Concierge recognizes
the importance of strengthening local and regional economies due to their contribution to creating a less
greenhouse gas intensive society

Industry Leadership

Has the offset provider been active and contributed to the development of high standards in the industry? The
best offset provider shows industry leadership and encourages the development and use of open standards.

For example, we give preference to providers that have been active in the offset market since the early days
(1999) and have demonstrated clear leadership through advocating for comprehensive and rigorous industry
standards. Industry Standards that the Carbon Concierge holds in high regard include: The Voluntary Carbon
Standard (VCS), California Climate Action Registry (CCAR), The Climate, Community and Biodiversity
Alliance (CCBA), and the Gold Standard. Leadership could also be demonstrated via political lobbying for
national standards, so long as this lobbying supports rigorous quality standards.

Business Model and Program Services Ratio

Does the offset provider have a business model that is focused, at a minimum, on the triple bottom line? The
best offset providers will be focused on delivering the greatest positive impact on society through its operations
and projects, considering all stakeholders. This criteria seeks to enable the avoidance of organizations that have
entered the carbon offset market based purely on financial gain motivations, which may compromise
environmental benefits. While Carbon Concierge seeks to support financially sustainable organizations, we
also seek to ensure genuine intention for developing environmentally sound solutions for addressing climate
change.

In order to achieve the highest score in this criteria, the offset provider would need to be a reputable non-profit
with environmental mission, or a for profit organization with a modified charter (or bylaws) stating an
environmental mission and/or having a portion of revenues are directed to environmental non profit
organizations. For a non profit organization, program services must account for 90% or more of total expenses.
For profit organizations must disclose the proportion of expenses related to program services. This ensures that
the majority of offset funding goes toward the actual implementation of projects, rather than toward supporting
excessive overhead.

Third Party Evaluation

This refers to the involvement of a third party, with no financial interest in the project, either verifying or
validating a project and its emissions reductions. Specifically, verification is the periodic independent review of
monitored and quantified reductions in anthropogenic emissions by sources of greenhouse gases that have
occurred as a result of a project activity during the verification period. This type of third party evaluation
should be performed by technical experts such as engineering firms etc. Validation, on the other hand, refers to
the evaluation of a proposed project against the requirements selected for validation. That is, validation occurs
on the basis of the project design (including evaluating the baseline, monitoring plan, etc.), and can vary in
meaning depending on which standard the project is being validated under. The objective of validation is to
confirm that the project design as documented is sound and reasonable and meets the stated requirements and
identified criteria (including additionality). Carbon Concierge prefers projects that are validated and verified by
Kyoto Protocol DOEs or other evaluators approved under the California Climate Registry.
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Education

Does the offset provider strive to educate their clients on issues related to Climate Change and the offsetting
industry? Given that there is a difference between retail and institutional customers in terms of their
educational needs, their direct impacts, and how to measure them, it is important that an offset provider address
the needs of its target audience, at a minimum. The best offset providers will provide useful educational
information and activities beyond their target market, and will emphasize the importance of conservation before
offsetting.

Social Benefit

The best offset provider will execute projects with significant social benefits in addition to the environmental
benefits of GHG reduction. Projects that include social benefits as a formal part of the offset provider's
requirements and provide community engagement in the project region show leadership in this area.
Specifically, projects that meet the Climate, Community and Biodiversity Alliance (CCBA) or the Gold
Standard perform strongly against the social benefit criteria. Another example of high performing projects are
those that provide benefits to low income members of society or otherwise underserved communities.

What the Evaluation Matrix Does Not Address

Due to the significant complexity of carbon offsets and the VCM there is one area that the COPEM does not
address that is worth mentioning. This is the issue of timing.

In the carbon offset markets some projects have already been implemented and the emissions reductions are
realized during the same period in which the offsets area purchased (typically a 12 month period is considered
acceptable). In other cases, projects require the additional funding of carbon offsets up-front (making for a
clear additionality case), but this means that the emissions reductions won’t actually be generated until a future
date. There are risks associated with this (what if the project fails and doesn’t result in the emissions reductions
expected?), however, these can be mitigated by management and verification procedures on the part of offset
providers, which is part of diligent portfolio management for these providers.

Selection of Offset Providers Evaluated

Carbon Concierge selected offset providers to be evaluated under our COPEM framework by examining several
lists of offset providers including a survey of VCM players by the Carbon Concierge research team, the offset
providers listed in Ricardo Bayon’s book Voluntary Carbon Markets’, the providers mentioned in the Clean
Air-Cool Planet Report®, and those included in the Carbon Catalogue’ web resource. We then looked for
providers that appeared on multiple lists and prioritized those that occurred most frequently. In order to cover

" Ricardo Bayon et al, Voluntary Carbon Markets. Earthscan, London (2007).

¥ A Consumer’s Guide to Retail Carbon Offset Providers (2006). http://www.cleanair-
coolplanet.org/ConsumersGuidetoCarbonOffsets.pdf (accessed 9/25/07)

? Carbon Catalogue Offset Directory. http://www.carboncatalog.org/ (accessed 9/3/08)

1R



offset providers that can provide significant offset sales for large companies, we also included several wholesale
providers.

While wholesale providers are reluctant to indicate their minimum purchase requirement, most prefer to engage
in larger transactions that involve between 10,000 and 100,000 or more tons of COse. There is also evidence
that for the “right” client (that is, one with significant growth potential) a wholesaler may engage in a purchase
as small as 500 tons.

In general, our focus is on offset providers that serve the North American voluntary market, though some
providers serve global markets. Most of the offset providers evaluated are headquartered in the US although we
also included one based in Canada, and the three wholesale providers that have offices located globally, serving
the US VCM as well as international voluntary and compliance markets.

It should be noted that we did not complete evaluations on providers that we determined used only RECs
(without separate additionality criteria included) or CFIs from the Chicago Climate Exchange, as neither of
these meet the COPEM requirements for minimum quality. In addition, we did not complete evaluations for
providers who did not provide any information at all about the source of their offsets as these providers are
disqualified according to the COPEM criterion.

All in all, we completed evaluations of seventeen offset providers, including three wholesalers. Follow-up
conversations by phone and email were conducted with all but two providers, which did not respond to our
requests.

Offset Provider Results

The results of Carbon Concierge’s offset provider evaluations according to the above methodology is shown in
the table on the following page, along with a numerical score for performance on each criterion to allow for
comparison between each provider. Following are some general observations regarding the results.

Average Scores for Each Criteria

The table below indicates the average scores achieved in each category across the 17 providers evaluated.
These results show that the best performance was demonstrated in the category of Third Party Evaluation. The
second best performance was in the Business and Project Transparency criterion. This is encouraging as these
are both key for ensuring the long-term credibility and success of the voluntary carbon markets.

The areas with the worst performance were Project Location and Offset Traceability, and Business Model and
Program Services Ratio. These results are not surprising due to the difficulty of achieving a 9 in
Location/Traceability due to the focus on regionality (and the relatively smaller number of offset projects
underway in the U.S.); along with the high standards for the Business Model criterion, which seeks to support
alternative business models with an environmental mission.

Table: Average scores across all evaluated offset providers.
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Project Business
llz:;?zftss and Offset | Location Industry 11\’/{'(())(1:'13:51‘ 3rd Party Education Social
) Quality | and Offset | Leadership & Evaluation Benefit
Transparency o Services
Traceability .
Ratio
6.71 6.18 4.76 6.35 4.94 7.41 5.82 5.65

*Possible scores were 0, 3, 6, or 9.

Consideration of Price

Offset prices for the providers evaluated range from $5 to $23, depending on many factors. The majority of
offset prices fall in the range of $10 to $12 for those that reported prices. Wholesale prices were unavailable
because they vary so greatly from project to project and volume purchased. Interestingly enough there does not
appear to be any correlation of price and overall rating according to the COPEM methodology, revealing that
higher prices do not necessarily correlate to the best performing offsets. This further emphasizes the
importance of a thorough evaluation and consideration of relevant issues when selecting an offset provider.
However, we should acknowledge that these results may be influenced by the selection of providers evaluated.
A broader market evaluation including providers with lower quality and transparency may reveal a correlation
between lower prices and poor quality offset / poor performing providers.

Wholesaler Providers

The Carbon Offset Provider Evaluation Matrix was originally designed to evaluate retail providers due to the
growing number of retail providers and the varied approaches taken by the retailers. Ultimately, several
wholesale providers were evaluated as they are an importance force in the industry, however, the criteria
inherently place them at a disadvantage.

For example, consider the Business Model and Program Services Ratio criterion. Wholesalers tend to be larger,
traditional for-profit organizations, and in several cases, the companies are publicly traded on the stock market.
This means that they score low on this criterion.

In regards to the Project Location and Offset Traceablity criterion, again due to the larger scale at which these
companies operate, and their focus on serving customers globally, the wholesalers tend to have a small
proportion of projects in North America and thus score low on this criterion also. However, it is important to
note that if you are an organization making a large offset purchase, you can typically select the specific project
used to meet your carbon offset purchase. This flexibility is a significant benefit for those purchasers who can
have a direct transaction with wholesalers.

Lastly, the Education criterion is challenging for wholesalers to score highly on as their target customers are
typically already well educated on the issues so basic climate change and offset education is less relevant for
their clientele.

Despite the fact that COPEM was not designed to evaluate wholesalers, it is still useful to see the resulting
evaluation for the three wholesalers considered while considering the above biases. Further, as noted above, the
benefit of working with wholesalers is that as a purchaser you are usually able to select specific projects that
may be a better match for your climate mitigation strategy and organizational objectives.
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Table: Offset Provider Comparisons

Offset Attribute
Provider
" Business
Project Model &
Attribute and | Business and Location Program Final Score as a
Weighting Project Offset and Offset Industry Services 3rd Party Social weighted
Transparency Quality Traceability Leadership Ratio Evaluation Education Benefit percentage Retail Price/ ton
16% 16% 16% 11% 11% 11% 8% 8%

Retail Providers

NativeEnergy 92% $12.00
Climate Trust 91% $11.00
e-Blue

Horizons 81% $5.00
Sustainable

Travel Intl. 81% $23.00
Terrapass | 81% $6.00
Carbon Fund 68% $10.00
Offsetters 68% $20.00
AtmosClear

Climate Club 6 6 6 67% $15.00
Conservation

International 6 3 3 67% $12.00
Conservation

Fund: Go Zero 6 3 6 60% $8.50
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Offset .
Provider Attribute
" Business

. Project Model &

Attribute and | Business and Location Program Final Score as a
Weighting Project Offset and Offset Industry Services 3rd Party Social weighted Retail Price/
Transparency Quality Traceability Leadership Ratio Evaluation Education Benefit percentage ton
16% 16% 16% 11% 11% 11% 8% 8%

TIST 6 3 3 6 50% $10.00
LiveNeutralit 6 3 0 3 Not Eligible $12.00
Natsource} 0 3 0 3 Not Eligible
Solar Electric
Light Fund}} Not Eligible $10.00
Wholesale Providers
EcoSecurities 6 72%
MGM
International 6 65%
Camco 3 58%

Color coding for table above is based on score achieved:

*Possible scores are 3, 6, or 9, depending on performance. A score of zero in any category makes the provider not eligible.

+ Note: There appears to be a difference between the carbon offsets and RECs that NativeEnergy offers on its website, as compared to the carbon offsets it offers its business customers. The data in this
survey reflects the offerings to its business customers.

11 No data about project location is provided and offsets are purchased from CCX. The organization does not indicate from which types of projects offsets are purchased on behalf of the customer and
thus the company’s offsets do not meet Carbon Concierge’s requirements.

1 The website does not provide any information about the exact nature of the projects in its offset portfolio, although these details may be available to buyers in a password protected section of the site.

11 No internal (or external) verification appears to be used, according to the organization’s website.
Color Key:

M |
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Conclusions and Recommendations

We recommend that organizations consider offset purchases only after measuring their GHG
footprint and mitigation efforts to avoid and reduce their GHG emissions. Once these steps have
been taken an organization must engaggaous decision process in selecting an offset

provider, and COPEM is an excellent tool for doing so. First an organization must consider its
specific criteria, intentions and values for carbon mitigation, using COPEM as a guide but also
considering th@rganizationOs broader strategic approach to climate change and other related
aspects of their business. We believe it is important that a purchasing decision selects the
projects that best align with the purchasers needs. While Carbon Conciergedhiaseiea
recommended weighting, we recognize that different organizations will have different goals. For
example, the business model may be of little concern to one purchaser, and thus it may be
appropriate for that purchaser to have business model ueigbted. On the other hand, that

same purchaser may highly value the importance of education, and may overweight that
criterion, relative to Carbon ConciergeOs recommendations. While we have outlined our
preference and included the reasoning behind gonoach, we also feel it is more important that

the projects and their stories resonate with the purchasers and its stakeholders. Carbon
ConciergeOs can provide a customized consulting service to those organizations interested in
leveraging the COPEM data provide tailored assistance that considers the unique needs of the
organization and thus can ensure the most effective carbon offset purchasing decisions.

Following Carbon ConciergeOs mission to increase education and action on climate change, and
to provide transparency, a summary of the data collected for the top two providers is included in
Appendix 3. Using our recommended criteria weighting, the top scoring providers are
NativeEnergy (business offsets) and Climate Trust. Other high scoringlgr®include #lue
Horizons, Terrapass and Sustainable Travel International. Collectively these are the retalil
providers most recommended by Carbon Concierge at this time.
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Appendices

Appendix 1: Definitions and Commentary

Additionality: Meeting an dditionality criterion requires demonstrating that it is unlikely that

an action would have occurred without the funding for the offset. The offset project must be in
addition to any regulatory requirement, carib@sed or otherwise. Determining additibty is
inherently problematic because it requires resolving a cotataral question: What would have
happened in the absence of funds for an action that results in the offset? In addition to looking at
common practice, it requires a consideratiothefbarriers that the offset funding helps

overcome. There can be economic and other benefits from a project, but it is necessary to
determine that the other benefits alone were not sufficient for the project to happen. (Definition
from the Oregon Stat8arbon Allocation Task Force)

Carbon Neutrality / Climate Neutral: In concept, carbon neutrality, or being climate neutral,
refers to the achievement of a net zero carbon footprint. This can occur via a combination of
direct emissions reductions, retioas in the emissions intensity of electricity purchases and/or

the purchase and retirement of carbon offsets. Currently, there is no formal definition, standards,
or certification for Ocarbon neutralityO and thus the use of the term is unregulateyl meem

many different things. Questions to ask are what emissions are included (scope 1, 2 and 3), and
where are the offsets generated (and do they meet quality and additionality standards)? There is
currently an effort underway to establish such staedsdand protocols called the Climate Neutral
Stewardship Council.

Education: The provision of quality information regarding climate change, offsets, and
associated issues. Given that there is a difference between retail and institutional customers in
terms of their educational needs, their direct impacts, and how to measure them, it is important
that an offset provider address the needs of its target audience, at a minimum.

Offset: Emission reductions achieved to reduce the level of greenhousergseatimosphere.

To measure the amount of greenhouse gases offset, a baseline projection of emissions without
the offset project must be developed, and then actual emissions must be measured. The
difference between the actual and the projected basatissiens is the offset. Offset projects

vary in nature as well as Oquality.O Examples of offsets included increasing energy efficiency in
buildings, industrial processes, or transportation; generating electricity from renswaicles

such as wind or sat (although not all such projects meet OadditionalityO criteria); modifying a
power plant or factory to use fuels that emit fewer greenhouse gases; putting wasted energy to
work via cogeneration; and, capturing carbon dioxide in forests and agricuttilsa(odified

from the Oregon State Carbon Allocation Task Force)

Quality: Offset projects vary in nature as well as Oquality.O The Carbon Concierge defines offset
quality based on the method used to generate the offset. That is, if the methoahigas st

potential to provide additional and permanent emissions reductions through a proven technique,
then it is considered to be of high quality. Examples of offsets include increasing energy
efficiency in buildings, industrial processes, or transportagengrating electricity from
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renewablesourcessuch as wind or solar (although not all such projects meet Oadditionality®
criteria); modifying a power plant or factory to use fuels that emit fewer greenhouse gases;
putting wasted energy to work via cogeaten; and, capturing carbon dioxide in forests and
agricultural soils and carbon storage (see sequestration). Of these methods, however, the Carbon
Concierge does not consider carbon storage or carbon sequestration via forestry, to be high
quality. In he case of carbon storage, this is still an emerging technology for which there are a
number of pilot projects, but no proven track record regarding the integrity antraime of the
Ostorage.O In the case of forestry, there are two issues. Figlyguisstion of permanence.
Projects that are established in perpetuity have some value, that is, where the land was not
forested, but as a result of the project will permanently established as forestland and should the
forest be consumed in a fire (dher such event) it would be reestablished as forestland. The
second issue is that of significance and scalability. Reforestation projects do not represent a
viable solution to addressing climate change because there simply isnOt enough arable land
(currently unforested) that could accommodate forests to capture a meaningful amount of the
worldOs annual GHG emissions for years to come. Additionally, sequestration projects tend to
reduce the emphasis on reducing GHG emissions and increasing efficidreynawable
energybwhich are the key areas for achieving the necessary stabilization in GHG concentration
levels.

Regionality (significance of project location): The implementation of offset projects in the same
region in which the emissions being offgesre generated. The Carbon Concierge believes
regionality is important for two reasons. Firstly, regionality enables improved community
connections and education on climate change issues by providing a greater sense of tangibility of
the offset project Secondly, regionality has the effect of providing local accountability. That is,
where emissions are generated, we should take actions to reduce emissions, rather than export
the responsibility of emissions reductions to others. Given that the USustldOs largest

GHG emitter, AmericanOs have a direct responsibility to show leadership by reducing our
emissions domestically. Of course, some would argue that it would be more economical to
engage in emissions reductions globally based on the ledgiarspective, which is a valid
argument, however, we believe that local accountability will be the most important way to enact
the change necessary on a global scale.

Renewable Energy Certificates (REC) or “green-tags”: A REC is proof of emissions free

energy production. Some describe it as a claim to the environmental attributes of a MWh of
generation that is separated (unbundled) from the power. It can be sold separately from the
power. Estimates of carbon dioxide emissions offset by tags wouldsbd ba assumptions

about the power that is displaced by the generation associated with the tag. While carbon
dioxide avoidance is one aspect of a tag, tags also have other environmental aspects, all of which
are included in the REC. It is important taethat RECs should not be equated with offsets as
RECs may or may not meet additionality criteria. That is, a REC that is generated to meet a
regulatory requirement (such as a renewable portfolio standard), is not additional, even if it does
have the pantial to reduce CO2 emissions. (Modified from the Oregon State Carbon

Allocation Task Force)
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Scope 1 Emissions: Direct GHG emissions occur from sources that are owned or controlled by
the company, for example, emissions from combustion in owned apledtboilers, furnaces,
vehicles, etc.; emissions from chemical production in owned or controlled process equipment.

Scope 2 Emissions: Electricity indirect GHG emissions. GHG emissions from the generation of
purchased electricity consumed by the pamy. Purchased electricity is defined as electricity

that is purchased or otherwise brought into the organizational boundary of the company. Scope 2
emissions physically occur at the facility where electricity is generated.

Scope 3 Emissions: Other Indrect GHG emissions. Scope 3 emissions are a consequence of the
activities of the company, but occur from sources not owned or controlled by the company.
Some examples of scope 3 activities are extraction and production of purchased materials;
transportatia of purchased fuels; and use of sold products and services.

Sequestration: Sequestration is the temporary or permanent storage of carbon from the
atmosphere in biological or geological media. Biological sequestration may include actions such
as afforestion, reforestation, increased carbon storage in agricultural soils, and storage in wood
products. Much biological sequestration is climate dependent.

Geological sequestration includes underground storage of carbon dioxide. Unlike biological
sequestration, which is the natural uptake of carbon dioxide from the atmosphere, geological
sequestration includes the mechanical capture of carbon dioxide from exhaust gases from
combustion of fossil fuels, from CO2 released by natural gas or oil wefigm CO2 released
from industrial processes. (Definition from the Oregon State Carbon Allocation Task Force)
Note: See quality for additional information on evaluating offsets generated via sequestration
projects.

Serialization: The process of tracgiand placing identification numbers on offsets to ensure that
they are not sold multiple times.

Third Party Evaluation: This refers to the involvement of a third party, with no financial

interest in the project, either verifying or validatingraject and its emissions reductions.
Specifically, verification is the periodic independent review and ex post determination of
monitored and quantified reductions in anthropogenic emissions by sources of greenhouse gases
that have occurred as a resafla project activity during the verification period. This type of

third party evaluation should be performed by technical experts such as engineering firms etc.
Validation, on the other hand, refers to the evaluation of a proposed project against the
requirements selected for validation. That is, validation occurs on the basis of the project design
(including evaluating the baseline, monitoring plan, etc.), and can vary in meaning depending on
which standard the project is being validated under. Tjeete of validation is to confirm

that the project design as documented is sound and reasonable and meets the stated requirement:
and identified criteria (including additionality). Note: eligibility requirements can vary in quality
depending on the orgaations standards and whether or not the organization is trying to meet

the established standards of the Kyoto Protocol, the California Climate Action Registry, the
Regional Greenhouse Gas Initiative, or others. Under the Kyoto Protocol validation and
verification are required to be performed by DOEs (Designated Operational Entities) to the
standards/requirements of the Clean Development Mechanism. The Carbon Concierge prefers
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projects that are validated and verified by Kyoto Protocol DOEs or otherateed approved
under the California Climate Registry.
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Appendix 2: COPEM Details

Criteria

Explanation

Poor (3)

Good (6)

Excellent (9)

Business and Project

Does the offset provider
include details about its
business on its website? Does
the offset provider provide
details on its projects? The

The provider includes limited
information about its business
and projects on its website. A
provider that does not provide

Provider discloses general
information about its business
and projects that generate the

Provider discloses details of its
business and projects including

Transparency best offset provider will any information about the offsets purchased, and a few nature, location, case for
provide an open, projects used to generate specifics, but is not additionality, etc.
comprehensive view of all offsets would receive a score comprehensive.
aspects of their business, of 0.
including projects.

Does the offset provider have The concept of additionality is . . .
a defined approach to mentioned. however. no Additionality (financial,
additionality? The best offset 2 > Some evaluation of technological, market barriers)

. . explanation of the case for " . . .S
provider will define o . S additionality available for each | analysis is performed on all

. . . additionality for individual . . . .

additionality as being met . . . project, however, it appears projects and detailed

. . projects is available. Only . . . .
only if the project would not 200 1 £ off limited, or unclear. Between explanation of additionality
occur without the support of Vo or ess of ofisets are 20 and 80% of offsets are case provided publicly; OR

Offset Quality generated via renewable ’

carbon offsets due to
technical, financial or other
barriers. High quality
projects include renewable
energy, high value energy
efficiency and innovative
GHG reduction projects.

energy projects, high value
energy efficiency projects, or
other innovative GHG
emissions reductions. Over
80% of offsets generated from
reforestation projects.

generated via renewable
energy projects, high value
energy efficiency projects, or
other innovative GHG
emissions reductions.

over 80% of offsets are
generated via renewable
energy projects, high value
energy efficiency projects, or
other innovative GHG
emissions reductions.
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Project Location and Offset
Traceability [Note:
Assumption is that clients are
North America based/selecting
offset providers for North
American operations] The goal
of this criterion is to facilitate
taking responsibility and action
within the US (the US accounts
for approximately 5% of the
world's population, but 20% of
its GHG emissions, thus offsets
generated in our own back yard
increases efforts to address the
emissions from our society, a
key part of the problem) A
further goal is to support

regional economies, and support

more tangible offset projects
that could potentially be in
communities of significance for
the offset purchaser.

Does the offset provider
provide details on its project
locations and traceability?
The best offset provider will
provide an open,
comprehensive view of the
location of each project.
Serialized offsets are
preferred.

Project location is available
for 50% or less of offsets sold.
For the offsets where
information is available, 0%
to 75% of offset projects are
located in North America, but
a significant portion of offsets
are generated outside of North
America. Note: A score of 0
should be applied to an
organization that does not
disclose the specific project
and location where offsets are
generated. For example: non
specific purchases on CCX
would score 0, although if a
purchase from CCX is
specified (i.e. specific project
is identified), then the score a
score of 3 or 6 might be
appropriate (depending on
proportion of projects in
North America).

Offset traceability is available
for all offsets sold (for example
there is detailed info on the
portfolio of projects); over
75% of offsets are generated in
North America.

Offset traceability is available
for all offsets sold with some
offsets generated in North
America; OR, over 75% of
offsets are generated in North
America; offsets may be
serialized, or automatically
retired upon sale; most
importantly, purchasers of 500
tons or more can select specific
projects and locations, thereby
promoting regionality.

Industry Leadership and,
which certifications/ standards
the providers support.

Has the offset provider been
active and contributed to the
development of the industry?
The best offset provider
shows industry leadership and
encourages the development
and use of open standards.

Provider is a new entrant to
the offset market and has not
demonstrated industry
leadership; provider is not
supporting any open industry
standards that meet Carbon
Concierge's requirements.

Provider has either been an
innovator in the industry, has
operated for over 5 years, or
has demonstrated leadership
through other initiatives.

Provider has been active in the
offset market since the early
days (1999) and demonstrated
clear leadership. For example,
the provider is a strong
advocate for comprehensive
and rigorous industry
standards.
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Business Model and Program
Services Ratio [Note: this
criteria seeks to enable the
avoidance of organizations that
have entered the carbon offset
market based purely on
financial gain motivations.
While the Carbon Concierge
seeks to support financially
sustainable organizations, we
also seek to ensure genuine
intention for developing
environmentally sound solutions
for addressing climate change.]

Does the offset provider have
a business model that is
focused, at a minimum, on the
triple bottom line? The best
offset providers will be
focused on delivering the
greatest positive impact on
society through its operation
and projects, considering all
stakeholders.

Traditional for profit
organization committed to
providing a nominal
percentage of profits to
charitable organizations. For
an NPO, program services
account for 70% or more of
total expenses.

Associated with or founded by
an NPO with an environmental
mission; government
commissioned organization; or
for profit organization that
earmarks a portion of revenues
for environmental and or social
initiatives. For an NPO,
program services account for
80% or more of total expenses.

Reputable non-profit with
environmental mission, or for
profit organization with a
modified charter (or bylaws)
stating an environmental
mission and/or a portion of
revenues are directed to
environmental Non Profit
Organizations, potentially with
a focus on regional local
economic development. For an
NPO, program services
account for 90% or more of
total expenses. For profit
organizations disclose the
proportion of expenses related
to program services.

Third Party Evaluation

Does the offset provider use
3rd party organizations to
evaluate their projects and
operations? The best offset
provider will include
validation and verification by
a credible outside firm
specializing in the carbon
offset market, for all projects.

The offset provider notes that
its projects are internally
validated or verified,
however, details are not
readily available. [Note: A
score of 0 should be applied
to an organization /
offsets/projects that are
neither verified nor validated
internally]

Offsets/projects are verified by
a third party, but not validated
by a third party.

Offsets/projects are third party
validated and verified by 3rd
party organizations with
specialties in the carbon offset
market, to well defined
protocols (CCAR, VCS etc.).
For example: SGS
Environmental Services, Det
Norske Veritas, or other 3rd
parties certified to do so under
the California Climate Action
Registry, or organizations
listed under the Kyoto Protocol
as DOEs (Designated
Operational Entities).

Education

Does the offset provider
strive to educate their clients
on issues related to Climate
Change and the offsetting
industry? The best offset
providers will provide useful
educational information and
activities beyond their target
market, and will emphasize
the importance of
conservation before
offsetting.

Organization does not provide
any education to targeted
customers about the need to
prioritize GHG emissions
reductions prior to offsetting

Organization provides some
information about the need to
reduce GHG emissions in
tandem with offsetting
unavoidable emissions.
Educational information on
climate change and offsets is of
average quality and
accessibility given the targeted
customers.

Organization provides some
information about the need to
reduce GHG emissions in
tandem with offsetting
unavoidable emissions.
Educational information is of
excellent quality, detail and
accessibility for all market
segments. Offset provider
engages in education beyond
its website.
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Social Benefit

Do the offset provider's
projects have social benefits?
The best offset provider will
execute projects with
significant social benefits in
addition to the environmental
benefits of GHG reduction.

None of the provider's offsets
are generated from projects
which have clear social
benefits such as a project that
provides a benefit to low
income members of society.
A majority of offsets are from
projects that have mixed
social benefits (e.g. a project
that reduces some jobs, but
provides a community
benefit).

Some of the provider's offsets
are generated from projects
which have clear social
benefits such as a project that
provides a benefit to low
income members of society.
For example, projects certified
to the Climate, Community and
Biodiversity Standards would
qualify. However, a majority
of offsets are from projects that
have mixed social benefits
(e.g. a project that reduces
some jobs, but provides a
community benefit).

The provider is ONLY
involved in projects which
have clear social benefits such
as a project that provides a
benefit to low income
members of society AND/OR
the offsets provided are
certified to The Climate,
Community and Biodiversity
Standards or Gold Standards
(the Gold Standards require
that projects generate
secondary benefits for the local
population). Social benefits
are a formal part of the offset
provider's requirements.
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Appendix 3: Data Summary: Top Two Offset Providers

Native Energy (92%)
Criteria Weight Score Evaluation Overview
Native Energy’s website is substantial. The website is clearly
Business and organized and provides detailed information about the company, its
Project 16% 9 projects and its philosophy on additionality. Detailed information
Transparency is provided for each of its projects, including volumes and
locations.
A clear and concise discussion regarding project-specific
Offset Quality 16% 9 additionality is presented and all projects are either renewable
energy or methane reduction.
Project Native Energy’s projects are in the mid-west US. The company
Location and gives individuals and businesses the ability to purchase specific
16% 9 . . . .
Offset projects. Some regionality and the offsets are all retired through a
Traceability mechanism with Clean Air-Cool Planet.
Native Energy was purchased in 2005 by the Intertribal Council on
Utility Policy and started with a wind project in South Dakota in
—— 2003. The company has pioneered a creative process of bringing
LeI; diisrhyip 1% 6 upfront payments to renewable energy projects based on future
REC/offset potential. The company is a founding member of
ICROA, a new industry association promoting open industry
standards.
Business Native Energy is a for profit business with the proceeds of its
Model and o 6 business going to the member Native American tribes of the
Program Intertribal Council on Utility Policy, meeting Carbon Concierge’s
Services Ratio charitable purpose requirement.
3" Party o 9 Native Energy offers verified offsets using UNFCCC CDM, Gold
Evaluation Standard, VER+, VCS, and ERT protocols.
Native Energy’s website contains substantial educational material
: with different levels of detail depending on ones needs. The
Education 8% 9 . . . .
material applies to retail consumers and businesses and offers
support for reducing emissions prior to offsetting.
Native Energy focuses its efforts on Native American, farmer
Social Benefit 8% 9 owned and community based projects providing benefits to

economically depressed communities.
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Climate Trust (91%)

Criteria Weight Score Evaluation Overview
_ Climate Trust provides lots of information on its website regarding
Bu;}f:jisc?nd L6%% 9 business history, project details (including the case for
Transparency additionality), and philosophy and approach to issues relevant to
the carbon offset market.
Climate Trust includes additionality as part of its offset criteria and
lists reasons for additionality for each project on its website. The
Offset Quality 16% 9 bulk Qf projects are e?fﬁc1ency an(% renewab}e energy as \fvell. as ’
some innovative projects such as ‘Traffic Signals Optimization.
Roughly 20% of offsets come from sequestration (reforestation)
projects.
Climate Trust’s website lists 15 projects with project specifics
(number of offsets generated, additionality explanation, and an
Project explanation of how the project reduces GHG emissions as well as
Location and . non-GHG benefits). Eleven projects are in the Pacific Northwest
16% 9 . . .
Offset (roughly 73% by project numbers), and all project locations are
Traceability disclosed. Only one project was not based in the US. Customers
purchasing large amounts of offsets can select specific projects.
Offsets are serialized in Climate Trust’s internal database.
Climate Trust was formed in 1997 and has been a long time
advocate of high quality and additionality standards in the offset
Industry o . . . . .
Leadership 11% 9 market and contributes to state, regional, national, and international
offset policy discussions while also working with leading climate
policy groups.
. Climate Trust is an NGO with quality offsets as part of its mission.
eSS The organization recognizes it has higher costs due to higher
Model and 11% 9 uality standards. Approximately 92% of the offset price goes
Program q y : Pp y 0 . p g
Siritaes it toward the actual projects. I.e. program services account for over
90% of expenses.
» Climate Trust requires that a third party with no financial interest
3 Party 1% 6 | in the project must verify th h and calculati dt
Evaluation o e project must verify the approach and calculations used to
quantify the results for each project.
Climate Trust serves both business and retail customers. It services
retail customers via the carboncounter.org site, which has more
Education 8% 6 education (Climate Change 101, What is an offset, Offset Projects,

Benefits, etc.) than its business oriented site. However, there is not
a strong emphasis on reductions first and offsetting as a last step.
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Criteria Weight Score Evaluation Overview
In describing its projects, Climate Trust notes additional “co-
benefits” (including social benefits) beyond the GHG emissions
Social Benefit 8% 6 reductions that its offset projects may provide (where applicable);

however, this is not a requirement for Climate Trust’s offset
projects.
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Appendix 4: Certification Standards Preferred by Carbon Concierge

The following certifications and standards are those that are preferred by Carbon Concierge. In
recognition of the fact that there is a very large number of standards, and new standards are
continually being released, there may be other standards that meet our criteria, but have not been
fully reviewed and thus are not included in this list. The program descriptions have been
borrowed from the GAO report to Congressional requestors CARBON OFFSETS: The U.S.
Voluntary Market Is Growing, but Quality Assurance Poses Challenges for Market Participants,
which can be found at:

http://www.gao.gov/new.items/d081048.pdf

Standard Description

The California The California Registry serves as a voluntary greenhouse gas (GHG) registry to protect and promote early

Climate Action actions to reduce GHG emissions. The California Registry develops reporting standards and tools for

Registry organizations to measure, monitor, third party verify, and reduce their GHG emissions consistently across
industry sectors and geographical borders. For more information about the California Registry, see
http://www.climateregistry.org/.

Clean The Clean Development Mechanism (CDM) is part of the Kyoto Protocol to the United Nations Framework

Development Convention on Climate Change (UNFCCC). CDM enables industrialized countries to achieve emissions

Mechanism reductions by paying developing countries for certified emission reduction credits. CDM projects must
qualify through a registration and issuance process. The mechanism is overseen by the CDM Executive
Board, answerable ultimately to the countries that have ratified the Kyoto Protocol. For more information
about CDM, see http://cdm.unfccc.int/index.html.

Climate, The Climate, Community, and Biodiversity Alliance (CCBA) is a partnership among companies,

Community, and nongovernmental organizations, and research institutes seeking to promote integrated solutions to land

Biodiversity management around the world. CCB standards are project design standards for evaluating land-based

Alliance carbon mitigation projects in the early stages of development. For more information about the CCB
standards, see http://www.climate-standards.org/.

Gold Standard The Gold Standard offers a quality label to voluntary offset projects for renewable energy and energy

Voluntary efficiency projects with sustainable development benefits for the local community. Gold Standard projects

Emissions are tested for environmental quality by third parties and the Gold Standard carbon credit label is granted

Reduction (VER)  after third party validation and verification of the offset project. For more information about the Gold
Standard VER, see http://www.cdmgoldstandard.org/index.php.

VER+ The VER+ Standard provides a global standard for voluntary greenhouse gas emission reduction projects.

The criteria of the VER+ Standard are streamlined with those of CDM, including the requirements of
project additionality and corresponding tests that prove the project is not a business-as-usual scenario. For
more information about the VER+ standard, see https://www.netinform.de/KE/Beratung/Service_Ver.aspx.

Voluntary Carbon
Standard

The Voluntary Carbon Standard (VCS) was initiated by The Climate Group, the International Emissions
Trading Association, and the World Economic Forum in late 2005 to standardize and provide transparency
and credibility to the voluntary offset market, among other objectives. To recognize credible work that has
gone into developing greenhouse gas programs around the world, the VCS Program has a process for
recognizing programs that meet VCS criteria. For more information about the VCS, see http://www.v-c-
s.org/index.html.
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Appendix 5: List of Acronyms and Abbreviations

BAU
BGI
CCAR
CCB
CCBA
CCX
CDM
CER
CFI
COPEM
DOE
ERT
EUR
GHG

JI
ICROA
REC
RES
RGGI
RPS
SVN
TUV SUD
UNFCCC
VCM
VER
VER+

Business As Usual

Bainbridge Graduate Institute

California Climate Action Registry

Climate, Community and Biodiversity

Climate, Community and Biodiversity Alliance

Chicago Climate Exchange

Clean Development Mechanism

Certified Emissions Reductions.

Carbon Financial Instruments

Carbon Offset Provider Evaluation Matrix

Designated Operational Activities

Environmental Resources Trust, Inc.

Emission Reduction Units

Green House Gas

Joint Implementation

International Carbon Reduction and Offset Alliance
Renewable Energy Credit

Renewable Electricity Standards

Regional Greenhouse Gas Initiative

Renewable Portfolio Standard

Social Venture Network

The TUV SUD Group (a testing and certification organisation)
United Nations Framework Convention on Climate Change
Voluntary Carbon Market

Verified Emissions Reduction

Verified Emissions Reduction standard developed by TUV SUD Group
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Appendix 7: Offset Providers Web Sites

Native Energy
http://www.nativeenergy.com/

Climate Trust
http://www.climatetrust.org/

Sustainable Travel Intl.

http://www.sustainabletravelinternational.org/

TerraPass
http://www.terrapass.com/?gclid=CPgAiP_h0JYCFRs-awod5yh22w

e-Blue Horizons
http://www.e-bluehorizons.net/product.php?productid=4
Carbon Fund
http://carbonfund.org/

Offsetters
http://www.offsetters.ca/

AtmosClear Climate Club
http://secure.atmosclear.org/

Conservation International
http://www.conservation.org/ACT/LIVE_GREEN/Pages/default.aspx

Conservation Fund: Go Zero
http://www.conservationfund.org/gozero

TIST
http://www.cleanairaction.com/sustainable.htm

LiveNeutral
http://www liveneutral.org/

Natsource
http://www.natsource.com/

Solar Electric Light Fun
http://www.self.org/

EcoSecurities
http://www.ecosecurities.com/

MGM International
http://www.mgminter.com/about whoweare.php

Camco
http://www.camcoglobal.com/
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