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= 3C was founded in 2003

- in Frankfurt am Main / Germany
by Dr. Sascha Lafeld and Markus Huwener

- as independent spin-off
from Dresdner Bank / Allianz Group

- in Jan. 08, 3C AG will merge with Factor AG,
Switzerland

= 3C currently employs 50 specialists

- based in Frankfurt, offices in Berlin, Zurich,
Santiago de Chile and Washington, D.C.

- Offices in London, New Delhi and Beijing to be
set up in 2008

» Since 2006 structured as a holding organization
and backed by a strategic investor
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Business Areas 3

3C operates in four core business areas

Climate Neutral
Products &
Services

Carbon
Investment
Advisory

Origination of Trading
CDM/JI/VER Strategies &
Projects Execution Desk
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Compliance market - 3C as investment advisor 3

Climate Change Investment SA |

= closing size: 67 M€

» asset class: CERs, ERUs

Climate Change Investment SA i

= target size: 100 M€

» asset class: CERs, ERUs, Gold Standard CERs/ERUs, tCERs
= will be launched in 1st quarter 2008

Carbon Opportunity Fund — Hedge Fund

= target size: 25 M€

» asset class: EUAs, secondary CERs, VERSs, Post-Kyoto credits, RGGI, CCX
= first tranche will be launched in Jan. 08

Singapur Climate Change Investment

= target size: 100 M US$

= |isted on AIM, project finance + carbon credits

= asset class: power, CERs

= will be launched in 3rd quarter 08
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= Retirement of about 1,5 Mio tons CO,, in 2005-2007
= Growth above market average for 2007
= Close cooperation with TUEV SUED

= Contribution to the development of a Carbon Stewardship Council

= 3C as expert for "Code of Best Practice for the provision of carbon offsetting”
(DEFRA)

-> 3C is one of the world’s leading providers of carbon offset
services

© 3C Group 6
Anna Lehmann/ Regional Manager Asia The Market for Project Based Credits: CERs and VERs



Selected Carbon Offset Projects

. renewables hydro

——

. renewables wind
I

renewables solar / photovoltaic

renewabhles biomass

renewables biogas

energy efficiency

methane avoidance

transport

aforestation [ reforestation
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Carbon Neutral Track Record 3:
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The Voluntary Carbon Market 3

The Market

‘ ! .-. ]
WPENDENT

Climate change is present in public and media —

companies and consumers are aware of climate
change

i 4 ]

“Carbon Offset” is Word of the Year 2006

Businesses use action on Climate Change as
reputation driver and market differentiator

L}
: Atk
review
ON THE BECOROMICS
OF CLIMATE CHARGE
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xoW Business Va/u@ Qe Green Busine%

Socially Responsible High CO2 awareness in
Investments society
Sustainability Ratings Green consumerism
Management of off- Lifestyle of health and
balance sheet risks sustainability
pare for Comp[,'a,7 dUCe Energy CO
Q® Co Vo St
Extension of the emission
trading scheme Rising energy and raw
Energy efficiency R t . material costs
benchmarks \'\“'act/ elain Ta/eo Energy efficiency
» (ol potentials

Energy efficiency and
carbon covenants

War for talent

Preferred employer
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Climate Neutral Solutions 3
Climate Neutra/,

%3

?“‘chase Climate Neutra/

«(a‘le‘ Climate Ne“t'e/

2

Das altemofive Banchenbuch
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Climate Neutral Process 3

Six Steps to develop and implement Climate
Neutral Activities:

Explore where emissio

Calculate the unavoida

ST XM Select a compensation

Purchase high quality e

Retire the certificates

Marketing and awardin
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Size of carbon markets — compliance vs. voluntary

Table 1: Keeping Up with Kyoto? The Voluntary Markets in Context

Voluntary OTC Offset Market 13.4 54.9
CCX 10.3 36.1
Total Voluntary Market 23.7 91
EU ETS Trading Scheme® 1,101 24,357
Primary Clean Development

Mechanism el sl
Secondary Clean Development

Mechanism 25 444
Joint Implementation 16 141
New South Wales 20 225

Taken from Ecosystem Marketplace and New Carbon Finance State of the Voluntary Carbon Markets 2007: Picking Up Steam
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Transactions by Project Location, 2006 (9.7Mt) 3

. Mixed / Cther s
. Industrial Gas S
. Energy Hficiency

. Benew able - . _ _
NSthEHE Transactions within

aestry ~~  avastrange of
——————————————————————— prices: €0.33 (NOK
——————————————————————— 2.68) to €33.40

""" - ",’ . (NOK 268) per ton.
Asia Africa MNorth America South Europe & Australia /
America Russia Other

Project Location

Taken from Ecosystem Marketplace and New Carbon Finance State of the Voluntary Carbon Markets 2007: Picking Up Steam
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Voluntary Carbon Market — projected future growth

Figure 24: Future Market Size Estimate (average of seller responses)

Historic
Projected (Mean)

800 ----- e Prjected (Median)
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Year

Taken from Ecosystem Marketplace and New Carbon Finance State of the Voluntary Carbon Markets 2007: Picking Up Steam
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Quality Standards for Verified Emission Reductions

High quality and transparency is key!

Standards — need to be applied globally

Emission reductions must be

climate neutral

<

real

- measurable
- permanent
- additional

- conservative

Third party assurance needed
Registries needed to ensure emissions
are not double counted.

te neutral >

dima

Climate Neutral Protocol

Quality Standards for Climate-Neutral Activities

Sclenc & has identified g5 (GHEG) emi ssio the main cause for diim ate ch , with carbon
dioxide (C0,) being the predominant compound. Therefare GHG — in particular €O, emissions - shauld be
avaided or reduced from the autset wherever passible. Unfartunately this cannat always be achiewed. But
ven where emissions cannot be avoided, there 1s an aplion ta contribute to climate pratection - through
climate neusality.

This Climate Neutral Pr Label, which was
develaped ina project called *Hessian Climate Partners’. mepm,w msmmn.-m mss.m Ministry of
e The pi by 3CC in close i it T0v s0D, &
bl leader Inthe market for climate pratectian services. Other partners include Dunsme BankAG,
Deutsche Gesellschaft fiir Technische Zusammenarbelt (61Z) GmbH, Deutsche Past Warld NetAG, Frankfurter
H, KW

Rundschau, HEAG e GmbH and T-Cam .

Climate neutral — what does that mean?

The damaging eflect af yreeshouse gaves s global
therelare 115 rrehera at in ferms of cimate protecion
where emissians are being caused or where they sre ... A
being svaided Unsaidsable emissions #1 laeatian A 3
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[ price. a1 leaton '8, e ey

became “climate neutralized’. This principhe allows
Tor Sevcan, wenle o Swan comparies ko bt
mcagnized 25 climate neutial and 1o be awarded the
dimate neitrsl |abel.
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Available VER Quality Standards

Standards Characteristics

( ) 4 )

VER+ Similar to CDM & JI, but more flexible on methodologies, forest
L ) projects allowed, additionality test and double counting included
\. J
( ) (" Edition 2007 just released, flexible on methodologies, forestry
VCS allowed, additionality prove too soft, development of benchmarks
9 ) \_unclear )
4 ) ( )
CCBA Only for forestry projects, strong focus on community and
biodiversity benefits, only in combination with VER+/ VCS/CDM
. J . J
4 N\ 4 )
Social carbon Strong focus on community benefits
. J . J
4 N\ 4 )
Gold Standard Strong focus on community benefits, additionality test included, no
forestry
. J . J
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Lessons Learnt from the EU market 3

The voluntary carbon market in the EU started in 2003 as an early
action market for the upcoming cap & trade systems

at that time there where no efficiency/ carbon benchmarks
policy regulations unclear
unclear whether voluntary action will be counted as early action for compliance

no standards available
:> Some Projects did not become eligible under the EU-ETS

= With rising environmental awareness, the voluntary market has become a liquid
market with good growth rates, untouched from Kyoto.

:> No matter what will happen with Kyoto, the Voluntary Market will continue
to grow — there is no way back.

» Quality is key: the market is self-regulating and selects the good from the bad - the
client wants quality!
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Recommendations for the US market 3

» The US carbon market is growing quickly, a fungibility and compatibility
of standards is key to link US markets to the global carbon market

» Develop a transparent process for recognition of ‘good’ standards
that are comparable to regulated market standards

» Urge for policy guidelines with regards to benchmark setting,
standard application, criteria for early action etc. to assure that your
engagement now will be counted in the future.

* Encourage organizations to use credible standards
- for accounting for their carbon foot print
- for offsetting their carbon foot prints

» Ensure linking of registries to avoid double counting
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