Stakeholder Working
Group

February 8™, 2024



Agenda

Revisions to Principles
Additionality

Overview of emerging regulation
and legislation around carbon
markets

Sports sustainability
Insurance subcommittee debrief




Upcoming Meetings

* Next full Stakeholder Working
Group — March 14t

* |Invites for Q2 SWG meetings
forthcoming — stay tuned for
detalils
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Development recap

Initial, soil-focused principles passed by stakeholder group

BCarbon staff begins revisiting principles in light of our
expansion into areas beyond soil carbon

new proposed principles brought to stakeholders
deadline for stakeholder comments/feedback

BCarbon revises principles with stakeholder
feedback. Now bringing the edited version back for further
discussion



addition of nature-based solutions: line
edits for readabillity

BCarbon is a nonprofit organization formed to address climate
change and aid in the global energy transition, primarily through
nature-based solutions. We work as an agent of change in the
voluntary carbon market by issuing carbon credits and generating
solutions to the persistent problems of accessiblility, quality, and

scale.



no change

BCarbon is both a registry and a research hub. We work with
landowners, project developers, buyers, and industry leaders to
develop Protocols that are rigorous and practical, and we
collaborate with corporate, academic, and government partners
to explore innovative solutions to market challenges.



revised to acknowledge the interconnectedness
of community well-being and ecological health.
Removed reference to “profit motivation”

BCarbon adopts an inclusive, holistic view of ecosystem services.
We see ecological health as foundational to the socioeconomic
and cultural resilience of all communities. Credit issuances under
BCarbon protocols are dedicated both to the removal and
mitigation of greenhouse gas emissions and the enhancement of

ecological and social integrity.

.



no change; line edit (populations = peoples)

BCarbon aims to engage, support, and uplift diverse and
marginalized communities, with particular attention to the rights
of indigenous peoples and communities disproportionately
Impacted by climate change. BCarbon also acknowledges
barriers that prevent participation in projects by certain
landowners and interested parties and is engaged in the
exploration and implementation of new ideas to overcome these

obstacles.



no change; line edits for readabillity

BCarbon is committed to transparency via open-access
collaboration and hosts a monthly stakeholder group that brings
together voices from disparate disciplines and sectors to
problem-solve, inform organizational direction, and share

knowledge.



addressed previous questions about
“ecological accounting”, made direct reference to
measurement + guantification

BCarbon views the legitimacy and defensibility of credit
Issuances as a responsibility owed to both the end user of the
product and the public. We use direct measurement, field testing,
and other science-based, best-practice metrics to balance
Protocol practicality with rigorous and reliable quantification.



fully new! Added In response to

stakeholder suggestions about referencing
our connection to the overall market

BCarbon sees the transition towards a circular economy that
accounts for the value of natural ecosystems as fundamental to
a sustainable future. We support the development of a thriving
and accessible carbon market as a key step towards this goal.



Discussion
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Overview of common “legacy”
additionality approaches

| additional If the mitigation activity would not have
taken place in the absence of the added incentive created by the
carbon credits.

Project-based emission reductions and removals go beyond
what would have occurred had the project not been carried out.

1. Exceed regulatory/legal requirements;
2. Go beyond common practice; and

3. Overcome at least one of three implementation barriers: institutional, financial,
or technical.



BCarbon and Texas Landowners:
A Matter of Principle

* Many undertaking excellent
stewardship practices

« Can prove removal of carbon
dioxide

« Unfair that they cannot
participate in global trading

 “Thank You For Your
Contribution”




Additionality of BCarbon Current Credits

 Soil
« Beyond current legal requirements
« Measured drawdown of carbon dioxide from atmosphere

* Forest
« Beyond current legal requirements
« Measured drawdown of carbon dioxide from atmosphere

« Coastal Blue Carbon
« Beyond current legal requirements
« Adds physical features to develop credits
« Based on measured stored carbon and monitored drawdown from atmosphere

 Methane Plugging
« Beyond current legal requirements
* Requires plugging to develop credits
« Proof of leakage and stopping of leakage required



The Global Practical Dilemma

‘l

Gross forest
greenhouse gas removals
Mt COe yr' (2001-2019)

- 0.0

-0.089 ‘ Harris et al. 2021 Nature Climate Change




Next Steps
* Prepare internal working paper of options for moving forward

 Potential formation of sub-committee to tackle this issue
« Working Group
 Asking for volunteers — may limit number of participants
« Want to include landowners, project developers, buyers and academics
« Want to probe ICROA, SustainCERT and other third-party certifiers

* Intend To Bring Issue Back to Full Stakeholder Group With
Recommendations



Discussion

Is there a way to advocate for current sinks & good stewards without
alienating buyers, who have come to expect legacy definitions?

Thoughts and perspectives? How might we navigate this issue?



4

Regulatory frameworks
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‘Environmental Topics ~ Laws & Regulations - Report a Vislation

Controlling Air Pollution from the 0il and Natural Gas Operations CONTACTUS

EPA's Final Rule for Oil and

Natural Gas Operations Will 5
i s s Sharply Reduce Methane and s ew e a n e
Implmetaton Other Harmful Pollution.

December 2, 2023 -- EPA has issued a final rule that will sharply reduce emissions of methane

and ether harmiul air pallution from ail and natural gas operatians — including, far the firt ]
time, from existing sources naticwide. The final actian includes New Source Performance =
Standards to reduce methane and smog-faeming velatile crganic compounds from new,

madified and reconstructed sources. i abio includes Emissicns Guidelines, which set procedures

for states ta fallow s they deveap plans talimit methane fram existing saurces. Ol and natural n

gas aperatians are the largest industrial source of methane pollutian in the LS.

Methane is a dimate "super pallutant” that is mare patent than carbon dioxide and is
resgonsible for approximately one third of current warming resulting from human activities.
Rapid, sharp cuts in methane can generate near-immediate cimate benefits and are a crudial
addition to cubting carbon diaite in dawing the rate of warming of Carth's atmosphere.

Regulatory Documents

+ I Final Rule and Regylatary Text |

] 3

roposal to the State of Texas to

nclude Voluntary Well Plugging

and Carbon Credit Issuance as

art of the State Implementation
Plan

Additiona

Fact Sheets

Rule far 0l and Natwrs] Gas Operstisne

reducir el m

nantes

o y otros age

I La EPA publica una norma fir

de las operaciones de petrs

y gas natural | pdf) 1723 kE

i E2f's Firal Pule for il and Matural Gas Operations: Owerview _(pdf) (1537 K8

= contaminarntes de las o)

« [ Table of Covered Souwres by Site ERWs 2013, 2006 and 2003 Rul
+ B Summary of Re

Guidelines ||
Presentation

inal New Source Perfarmance Stand. nd Emissians

+ I EP0s Final Rule for Gil and Hatural Gas Og: ions (pdf)
Upcoming Trainings

EPA will bald trainings in early 2024 to pravide an overview of the final rule for communities,

Tribes, tribal emiranmental professionals and small businesses. The Agency albsa will hald
trainings an how 1o apaly ta e altemate test methads far detecting methane and an how ta
apply to be EPA-certified far the Super Emitter Program. We will past information an the
trainings an this web page as they are scheduled




Applicablility & Definitions

* The rule applies to “designated facilities” - “any existing facility which emits
a designated pollutant and which would be subject to a standard of
performance for that pollutant if the existing facility were an affected

facility.” see 40 CFR 60.21a(b).

« “Affected facility” - “each existing well that produces associated gas
which commenced construction before December 6, 2022.”

« “Associated gas” - the “natural gas from well operated primarily for oil
production that is released from the liquid hydrocarbon during the initial state
of separation after the wellhead. Associated gas product begins at the
startup of production after the flow back period ends. Gas from wildcat or
delineation wells is not associated gas.”

Y,



Conclusion

* Our legal opinion — EPA methane rule as currently drafted does
not apply to orphan and idle wells

* There will be multi-state litigation against the EPA methane rule

 Believe there Is a role for voluntary plugging and credit issuance
to assist states in addressing methane emissions



EU Carbon Border Adjustment
Mechanism (CBAM)

Price on the carbon emissions
embedded in imported goods
entering the European Union

Transitional phase: October 1, 2023

* Importers of steel, cement, aluminum,
fertilizers, electricity, and hydrogen must
report emissions data

Levy begins with full implementation
In 2026

Indirect impacts on US industry
* Only 1.1% of US exports to EU

« Similar US proposals: CCA, PROVE
IT Act, Foreign Pollution Fee @/}




CA Disclosures Act

* Required information (on entity website)

 Detalils on carbon offsets
purchased/used (project type,
location, verification)

» Methodology used to calculate
emissions and reductions

» Risk factors and limitations of offsets
» Applies to businesses operating in
California that

» Purchase, broker, or utilize voluntary
carbon offsets

 Make claims about "net zero," "carbon
neutral," or significant GHG reduction




Growing Climate Solutions Act

» Signed into law: December 2021

 First deliverable: October USDA report

 General Assessment of the Role of
Agriculture and Forestry in U.S.
Carbon Markets.

» Next step is for USDA to determine
whether to establish a Greenhouse
Gas Technical Assistance Provider
and Third-Party Verifier Program

 Entities will register by applying to the
USDA
* Not a certification or endorsement

» More guidance expected this year




Commodity Futures Trading Commission
December 2023 Proposed Guidance

The CFTC

* Regulator of designated 1Y
contract markets (DCMs), =\i.=,,= C M E G I’O LI p
where futures and options
are traded

 Carbon credits are
commodities, not derivatives.
They can be sold via
derivative contracts

 CFTC has authority over
DCM contract rules, not
underlying commodities b

CBL Global Emissions Offset




Commodity Futures Trading Commission
December 2023 Proposed Guidance

The CFTC

* Regulator of designated
contract markets (DCMs),

where futures and options

are
e Car

commodities, not derivatives.

traded
bon credits are

They can be sold via

deri
e CFT

vative contracts
'C has authority over

DCM contract rules, not

unda

erlying commodities

The Proposed Guidance

* Focuses on how to apply
existing CFTC regulations to
carbon credit derivative
contracts

 How do we ensure guality?

* Does not directly regulate
registries or credits — just
requires specific areas of
transparency in derivative
contracts



How does existing CFTC regulation apply
to the regulation of carbon credits?

The terms and conditions of a physically settled
derivative contract should “describe or define all of the
economically significant characteristics or attributes
of the commodity underlying the contract”.



What are the economically significant
characteristics or attributes of a carbon credit?

Quality Standards
Delivery points and facilities

Inspection provisions

*All three of these categories are generally defined as potential “significant
attributes” of a commodity by the CFTC



What are the economically significant
characteristics or attributes of a carbon credit?

Quality Standards

 Transparency

« Additionality

 Permanence and risk of reversal

* Robust quantification of GHG removals/reductions

Delivery points and facilities

« Governance of the crediting program
« Tracking of underlying credits (issuance, transfer, and retirement)
* No double counting

Inspection provisions
« Third party validation and verification ()



Why does this matter?

* Does not directly “regulate” BCarbon, our protocols, or our
Issuances

* However, could set the tone for future regulatory actions

« Regulatory action calling for more transparency and detail on
the qualities of credits has benefits:
e Could address lack of confidence in the VCM overall

« Could push actors across the board towards higher quality work — as
long as we agree on a definition of “quality”!



lll. Request for Comment

The Commission requests comment from the public on all aspects of the

Commission's proposed guidance regarding the listing of VCC derivative D u e O 2 / 1 6

contracts, and further invites comments on specific questions related to the
listing of such contracts. The Commission encourages all comments including

background information, actual market examples, and best practice principles.

BCarbon areas of focus: Mention of insurance as
. Di an alternative to

Risk of reversal traditional “buffer pools”
« Robust quantification

 Sustainable development
benefits and safeguards
What makes

» Additionality quantification robust?

Models vs.
measurements? («



Additionality in the Proposed Guidance

“AVCC Is considered additional when it is credited
only for emissions reductions that would not have
occurred but for the monetary incentive created by the
revenue from the sale of carbon credits”
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Carbon Footprint of Sports

* Sports are large part of our economy In the
United States

* Billion $ Industry

* No matter the level, High School to College to
Professional, CO2 is Emitted






Scope of Sports Emissions

* Majority of emissions from hosting sporting
events are related to travel
o Scope 3: Indirectly

ODIDD

162 GAMES 82 GAMES 82 GAMES 34 GAMES 17 GAMES
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CO2 Emissions &
Professional Sports

Climate impact of professional sports travel

B 2018 Emissions per game 2020 Emissions per game

NFL NBA

Emissions measured in tonnes of carbon dioxide

Source: Seth Wynes




NFL
Gameday




Carbon Credits & The NFL

OCCIDENTAL

In January of 2023, the Houston Texans became the first
NFL team to buy Carbon Credits, when they purchased
credits from 1PointFive (a subsidiary company of Occidental

Petroleum) to offset their travel emissions for three years




Carbon Credits & The NBA

* In 2018-19 The NBA was considered the most polluting
of the four major sports leagues in the U.S. due to their
rigorous travel schedule.

* Pledge to reduce carbon footprint by 50% by 2030, and
Net-Zero by 2040

« Opportunities for Carbon Credits through initiatives

NBA Legend Rick Fox Builds World’s First Carbon
Negative Home




As part of the UN Sport for Climate Action Framework, we aspire to reduce our carbon footprint
by 50% by 2030.

S SToate Foraws

Miles the league reduced its April 2023: Launched Reduced plastic bottles
team aviation impacts for NBA Arena Sustainability by 80% in our offices.
the 2022-23 NBA season. Task Force with all NBA



Carbon Credits & The MLB

/7~ \

TPOINTFIVE

N

1PointFive ﬁ ~ Houston Astros

In March of 2023, the Houston Astros partnered
with purchased Direct Air Capture (DAC) credits
from 1PointFive (a subsidiary company of
Occidental Petroleum) to offset emissions, the
same project that the Texans are a part of



Carbon Credits & The MLS

MLS has partnered to support reforestation projects

amongst other carbon credits*
* One Tree Planted
» South Pole

<, ONE

C TREE
PLANTED




Carbon Credits & Other Sports

The Race to Sustainability: Formula 1’s
Carbon Footprint and Net Zero Pledge

By Jennifer L

NASCAR CUP SERIES

On Earth Week, NASCAR commits to net zero
operating emissions by 2035

By Staff Report NASCAR.com




2026 FIFA World Cup X Houston

Houston will host seven FIFA
World Cup Matches in 2026




Bringing
Houston’s
Ecological
Wealth to the
World Cup

Having Zero Net
~ootprint Using
_ocally-
Sourced,
Nature-Based
=i Carbon Credits

Prairie Systemns
I Post Cak Savannah
Estuaries & Bays

Coastal Margtes
I Beach Dunes / Gut
B Bayou Wildeeness
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Climate Change and Its Undeniable Impact on
Insurance: How To Respond? : :
Insurers heavily exposed to climate

December 13, 2023
change, global watchdog says

Reuters
Decem ber 6, 2023 8:34 AM CST - Updated 2 months ago

PWC'’s 2024 insurance trend assessment looks towards the
development of “new products and services that facilitate low

carbon growth, including:

1) entering new markets like clean energy and climate tech,

2) providing coverage enhancements for green buildings, and

3) offering climate risk management/ emissions modeling services.

N

Y,


https://www.pwc.com/us/en/industries/financial-services/library/insurance-industry-trends.htm

Insurance helps manage risk in new and
mature markets

Public and political will Innovation and
product development

Can insurance move the carbon market forward?

Policies and regulation Market making

Progress and peril on the road to net zero, PWC (2022)



https://www.pwc.com/gx/en/services/sustainability/publications/net-zero-progress-and-perils.html

Short presentations from leaders In
climate/carbon insurance

’am We Insure JX1¥
Carbon %)%

The

g?ngb;]nmlnsurance Willis Towers Watson
Py LJ"1" Ll

HAEN Oka



What can BCarbon contribute?

 Traditional underwriting vs. parametric coverage?
« Connecting industry experts with carbon market practitioners?
* Insurance solutions for BCarbon protocols?

Blue Carbon / e

Forest

Living

: )
Shoreline Protocols~

In each case:
« What are we insuring?
« Who pays? How much would it cost?
* Is it required or optional?
« How reasonable are our requirements? V
.

If interested in joining, please email
Sarah.Swackhamer@bcarbon.org
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