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3Degrees REC & VER Portfolio Over 140 Projects Worldwide
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3Degrees is a proud renewable energy supplier to 7 of the 15
largest green power purchasers in the country...

Wells Fargo and Company, Since 2006
US Air Force, Since 2005

Johnson & Johnson, Since 2004
Starbucks, Since 2004

Dupont

US Department of Energy

Cisco Systems
HSBC
Staples

IBM

...and to 20 of the Fortune 500 participants
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Wells Fargo and Company,
Since 2006

Johnson & Johnson, Since 2004
Starbucks, Since 2004

Dupont

Cisco Systems

Staples

IBM

Safeway

FedEx Kinko’s

Hewlett-Packard
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Liz Claiborne

Baxter Healthcare
Applied Materials
Coca-Cola

Pitney Bowes

UPS

Roche

Lockheed Matrtin
Agilent Technologies
Yahoo!



The 3Degrees Reduce, Renew, Balance
Approach to Carbon Footprint Management

o REDUCE - Start by reducing your emissions as much as possible
through energy efficiency and conservation.

o RENEW - Switch all or a portion of your electricity to renewable energy
since it is readily available through onsite generation or Renewable
Enerqgy Certificates (RECs) and it is preferable to replace the dirty choice
(fossil fuels) with an equivalent clean choice.

o BALANCE - Balance out remaining emissions that can not reasonably
be eliminated by supporting high quality Verified Emission Reduction
(VER) (aka, carbon offset) projects elsewhere.

o As a result, you will be both “carbon neutral” and green powered.
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http://www.3degreesinc.com/products/recs/
http://www.3degreesinc.com/products/recs/
http://www.3degreesinc.com/products/carbon_offset/
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Market Forecasts Global Voluntary VER Market
Demand to be $1-$5B by 2012

Recent VER Market Forecasts
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Tons traded:
2006: 20,000,000
2007E: 75,000,000

Market Size ($):
2006: $91M
2007E: $S200M

U.S. ~ 60% of global Voluntary

Carbon Market
Point Carbon, Ecosystems
Marketplace.



US Emission Reduction Project Market Could
Reach $7-$26 Billion/yr by 2012

o Kyoto (EU ETS & CDM)
e $30 billion traded in 2006
e $70 hillion in 2007

o U.S. GHG Emissions Are 50% Larger Than the
Industrialized Countries Governed by Kyoto

o Warner-Lieberman (as proposed):

e Economy-wide cap — 70% reduction by 2050 based on 2005
levels

e 15% domestic offsets: $4.2 - $12.6 billion per year

e 5% Allowance set-aside for agriculture & forestry C02
reductions: $1.4 - $4.2 billion per year

e 2.5% Allowances set-aside for international avoided
deforestation:$.7 - $2.1 billion per year
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3Degrees Investing in Forest Carbon

o Conservation-Based Forest Management

o Conservation-based forest management creates net additional carbon stocks in
a forest area through modifications of harvest and regeneration practices which
leads to enhanced wildlife and conservation values as well as sustainable wood
products. Extending harvest rotations increases forest volume and sequesters
and stores more carbon than typical industrial forest management.

o Avoided Deforestation

e Reduced Emissions from Deforestation (RED) prevents the release of significant
GHG emissions by preventing or slowing the rate of tropical deforestation in the
world's richest biodiversity hotspots. Forest loss accounts for 20% of global
GHG emissions and roughly 40% of developing country GHG emissions.

o Reforestation Carbon Sequestration

o Reforestation projects aim to restore native forests to lands that were once
forested, but have been out of forest cover for at least 10 years. New forest
growth increases sequestration and storage of carbon over time while enhancing
conservation values and providing sustainable livelihoods.
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WHAT ARE VERIFIED EMISSION REDUCTIONS (VERS)?

BEFORE: Business as Usual
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AFTER: Verified Emission Reductions
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Verified Emission Reductions, VERs,
are also known as Carbon Offsets
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What 3Degrees Looks for in a
GHG Emission Reduction Project

o VERs are generated from specific projects that reduce GHG emissions
below a baseline and have real environmental benefits.

o Variety of technologies:
e Agricultural methane, Landfill Methane, Coal Mine Methane
¢ International Renewable Energy
o Conservation-Based Forestry and Avoided Deforestation

o VER projects result in real, quantifiable, additional, and permanent
GHG reductions.

Without exception, all projects are 3"-party verified.

Additionality test defined by the protocol, not the media or a blog
Multi-stakeholder transparent offset protocols in the public domain.
VER registries for security against double counting.

O O O O
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Verifying Voluntary Offset Market Claims

Much has Improved

Renewable Energy
Certificates

Verified Emission Reductions

Retalil
Product

Certification

Green-e Energy

Green-e Climate

Project- Green-e National 1. Voluntary Gold Standard (VGS)
Based Standard 2. Green-e Climate Standard
Emission - -

) 3. Chicago Climate Exchange (CCX)
Reduction | b dard
Protocol 4. \Voluntary Carbon Standard (VCS)

5. California Climate Action Registry
(CCAR)
6. Community, Climate, & Biodiversity
Alliance (CCBA)
Registry State and Regional | 1. CCX platform is aregistry
Electronic Tracking | 2. VvCS, CCAR, and Gold Standard all

Systems

developing registries 2008
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Selecting and contracting offset projects

Project identification

Project screening

Detailed due diligence

Contracting

Offset verification

/-'-’—____-_\'\
3DegreeSo Bringing Climate Solutions Down To Earth.

Making initial contact with project
developers and their agents

Preliminary screening against Protocol /
client portfolio requirements

Project, counterparty, carbon & “co-
benefits”

Negotiate risk-sharing, signing
Emissions Reduction Purchase
Agreement

Independence, ‘delivery’ of carbon
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3Degrees View on Forestry VER Standards

o CCAR Forest Protocol
o + Highly credible and rigorous (NGO endorsed)
+ Clear standard on additionality (performance standard)
+ Registry in development
+ Potential role in AB 32
- Limited to CA
- No minimum crediting period or project life, no buffer required
- Only 2 projects registered

o Community, Climate, and Biodiversity Alliance
e + Highly credible and rigorous (NGO endorsed)

o + Explicit co-benefit criteria
e - Does not quantify and verify GHG reductions

T
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3Degrees View on Forestry VER Standards

o Voluntary Carbon Standard
o + Highly credible and rigorous
o + Clear standard on additionality (performance or project)
e + Registry in development
e + Reserve buffer requirement
e - Limited to CDM A/R protocols to date
e +/- IMF and RED methodologies in development
e + Hybrid of top down and bottom up approach to methodologies

o Chicago Climate Exchange
e +/- Positive and negative attributes
e - CCX credibility gap: lack of stakeholder input
e + CCX making a market and very innovative

T
16
3DegreeSo Bringing Climate Solufions Down To Earth. © 3Degrees Group, Inc. Privileged and Confidential



3Degrees Recommendations for ODF WG
and WCI on role of Forestry Offsets

1. Offsets have a role in WCI.
2. Forestry must be part of the climate change solution set.
3. Don’t reinvent the wheel on forestry protocols.

2. Stay true to the purpose of an offset: enable a regulated entity to comply
as if they had made their own emission reductions.

5. Don’t try to reward business as usual activities. Forests are already a
sink. Purpose of offsets would be to increase the sink.

6.  Hybrid top down and bottom up protocol development ideal, enables
adoption of early protocols while more complex protocols are developed.

7. Additionality: performance standards when properly defined are
preferable.

s. Leakage, baseline, buffers all critical, but keep it manageable.
o. Pick areasonable start date and move on.
10. Governance: state by state not desirable, need regional cooperation.

T
17
3DegreeSo Bringing Climate Solufions Down To Earth. © 3Degrees Group, Inc. Privileged and Confidential



What Drives Buyers to Reduce their Carbon Footprint?

Motivations of Different Types of Voluntary Buyers:

1. Speculative and pre-compliance buyers
o Anticipate that GHG emissions will be regulated by federal GHG legislation
o Lieberman/Warner Climate Security Act — S. 2191

o Credit for early action possible

e Banked offsets possibly eligible e.g. CCAR,CCX and Climate Leaders
o AB32

o Credit for early action possible, but rules not developed

e CARB endorsement of CCAR Forest Protocol encouraging sign

2. Corporate buyers

o Driven by corporate social responsibility and carbon neutral marketing that creates
environmentally friendly product and brand value (i.e. Google, Net Jets, HSBC)

e Joining numerous voluntary reporting and accounting programs: US EPA Climate
Leaders, CCAR, TCR, US Green Power Partnership

3. Retail consumers
o Motivated to “offset” their personal lifestyle emissions such as flying, driving, and energy use

T
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Communicating a Carbon Program: Examples
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