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Today’s journey

« Carbon markets 101

 Historical approaches: the good, the
bad and the ugly

* Applying project finance to carbon
finance: the next generation
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About Renew\West

« Environmental asset developer

« Focus on land use, land use change
and forestry (LULUCF)

» Largest single site reforestation
project in the US

» Exploring opportunities globally, with
current focus in Latin America (Peru)
and Papua New Guinea

About me:
« CLO and Director of Project Strategy
« 15+ years in carbon
* Focus on forestry
* Represented many well-known
carbon developers in North America

RENEWWEST



Carbon markets 101

’ Required to reduce emissions — Compliance @

- California cap-and-trade

-EU ETS
- China ’

=
’ Commits to reduce emissions — Voluntary (VCM)

(=R CReoi
CREDIT
- Net zero (Science-based targets initiative SBTi)

- Carbon neutral
- Environmental, social and governance (ESG)

RENEWWEST



Lifecycle of a credit

* Includes * Includes * Includes * Includes * Includes
* Feasibility studies * Project design * Performance * Credits make their way * Credits retired
« Stakeholder document monitored, reported from buyer to end user « End user claims
engagement « Validation and verified (MRV) - Direct, broker, reduction/removal
- Asset acquisition - Barriers * Credits are (hopefully) exchange * Barriers
- Barriers « Lack of certainty until issued. * Barriers » Liquid rules
« High upfront costs validation . Barrlers _ * Limited transparency « Media hits
« Limited early stage/high * Verification/application * Time to issuance can * No index « Change in law
risk funding of methodology can be be>5years - Capital needed earlier
a “black box” » Cost and complication in the lifecycle

of monitoring

[ ws ] [ ws ] Stakeholders

Technical (CAD) Technical (CAD) Technical (CAD)
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Demand-side needs

Drivers

* Net zero commitments
o Other ESG

* Reputation

Requirements

« High quality credits

* Removals

* Reasonable assurance of delivery

RENEWWEST



Supply-side reality

* Purpose driven

« Small balance sheet

« Upfront project costs

« Long lead time to issuance
* Project risks

« Force majeure

 Political risks

RENEW



Funding projects: historical perspective

ERPA types

Spot v. forward

The pre-pay

The PAUG (pay as you go)

The hybrid

Firm versus v. “unit contingent” delivery

Pricing philosophy

Fixed today

Discount to index (but no Brent crude!)
Preferential pricing for guaranteed delivery
Preferential pricing for delivery with
replacement guaranty

RENEW

Emission Reduction Purchase
Agreement

Introducing (drum roll)

THE ERPA




Historical perspective — the deadly chain of ERPAS

Asset owner NGO Implementation Project Developer Finance Partner End User
Partner
Emission Guarantees: Guarantees: Guarantees: End user
reductions - Delivery of - Delivery of - Delivery of needs to
transfer to fixed quantity fixed quantity fixed quantity meet annual
NGO of ERs, or of credits, or of credits, or net-zero
- market - Like-for-like - Like-for-like target
damages replacement replacement
Rationale: Rationale: Rationale:
- Confidence - Premium - Risk passed
- $ for mission pricing risk back-to-
Risk - Contract to back
(probably not) cqver Risk passed? Risk passed
passed
+— +— +—

RENEW



pective — the deadl of ERPASs

Asset owner . End User

[t
KN

(LO needs to
terminate if
sale)

Emiss
transfer to PIP

No Brent
Crude!
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Historical perspective — the deadly chain of ERPAS

Asset owner NGO Implementation Project Developer Finance Partner End User
Partner
Emission Guarantees: Guarantees: Guarantees: End user
reductions - Delivery of - Delivery of - Delivery of needs to
transfer to fixed quantity fixed quantity fixed quantity meet annual
NGO of ERs, or of credits, or of credits, or net-zero
- market - Like-for-like - Like-for-like target
damages replacement replacement
Rationale: Rationale: Rationale:
- Confidence - Premium - Risk passed
- $ for mission pricing risk back-to-
Risk - Contract to back
(probably not) cqver Risk passed? Risk passed
passed
+— +— +—
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Lessons from mature sectors

Government Comfort letter———» Sponsor
Equity
Comfort letter Permits
A 4
Finance i
Lender Project Purchase Offtaker
«—Securit Company Agreement
Construction O&M Sales
Agreement Agreement Agreement
Construction Operations Raw materials

RENEW



Carbon finance — the next generation

Government Letters of support—»{ Project Proponent
CAD Credit Manages
O&M stream
Finance Project SPV Implementation
Finance partner (owns key contracts, Contracts—» P

¢ Credit stream generates credits) (contractors)

Asset ERs

Install the asset

"Asset" owners
(community or private

landowners)

RENEW



Incremental commitments —
milestone funding

Feasibility

Preliminary stakeholder Pre-lmplementatlon

engagement, stakeholder
mapping Secure rights to carbon for
Identify partner organizations Pilot

Pilot Implementation

Clear view to scalin Implement project activities
CA[? WOfk i ' Contract with key p:rtners for anchor tenants
Prellmm_a Yy flnfanmal model Structure investment (SPV,
Expression of interest Stakeholder JEPIC tax, etc.)

engagemen
(fun(.je_rs, stakeholderé)_ _ g. J . . Final financial model
Preliminary legal feasibility Refine financial model

Project design document
Validation

Legal feasibility

RENEWWEST
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