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OBJECTIVES OF THE SESSION

® Introduce the VCM and
its relevance to forestry

® Understand the project cycle,
players, and standards

® Explore Mongolia’s role and
opportunities

® Prepare for potential project
development or oversight




Why Carbon Markets Matter

Global surface temperature increase above pre-industrial

12-month running mean anomalies relative to the 1850-1900 average

Data: ERAS 1940-2024 « Credit: C3S/ECMWF +1.63°C
June 2023
to May 2024 N~

e Climate urgency:
emissions must
peak and decline




Why Carbon Markets Matter

The Global Risks F@

* Climate urgency: st 2years
climate and
environmental-
related disasters
are the main
global risks
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Why Carbon Markets Matter

* Nature-based
solutions = 30-40%
of global mitigation
and adaptation
potential to local
communities
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Why Carbon Markets Matter

The $9 trillion challenge

Global climate financing (Sbn), with estimated needs in 2030 and 2050 (shaded areas show range of

* Market-driven e
fioonce unlocks M Actual B Public M Private N Needs in the average scenario
investment and 12,000
creates financial inan
value to ecosystem oo
services from i
forests and other 000
ecosystems 2000
i e

2019 2022 2030 2050

Source: Climate Policy Initiative » Climate finance needs for 2030 and 2050 are expressed in
constant 2022 dollars



Why Carbon Markets Matter

* The global
economy today
depends highly on
industries that
generate GHG
emissions

200 years of CO, emissions and GDP growth

For mOSt Of mOdern h|story Annual CO, Emissions (Gigatonnes) @ 9 World GDP
economic growth has relied e sust
on the burning of fossil fuels.

. 40M

Energy consumpt creased as countries industrialized,

while the emergen f gl obal supply chai I RS Increase from 1820 to 2018

goods being transported across long distan Annual CO, emissions 4 1,267%

30M World GDP 4 9,351% $75T

oM $25T
1800 1850 1500 1950 2000
Year
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Why Carbon Markets Matter

High integrity carbon credits can accelerate
the transition to Net Zero

Emissions

B Science-based reduction plan for own
emissions (focus on climate-friendly
energy use and mobility)
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B Reductions or removals bevond

a company’s value chain (BVCM)
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Carbon removals
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s /) WITHIN THE VALUE CHAIN

® GHG Accounting

> NET-ZERO

."'-. ."’r
& () BEYOND THE VALUE CHAIN

® Carbon credits from carbon removal & avoidance projects ]




Voluntary vs. Compliance
Carbon Markets

Compliance
LEGAL Voo (e.g., Art 6
REQUIREMENT EU ETS)

<. Governments,

entities
STANDARDS UNFGgecc UNFCCC

national reig.

FLEXIBILITY  High

Limited by law




VCM Ecosystem Overview

Community Project developers
—m s G - Community or landowner: Holds the rights to the

L Y\Y ) J _ carbon, decides on the activities to be implemented
2 ALy
l

- Project Developer: designs & implements the

Standard _
o project
Registry
Verifiers 1ton of €0z =En“css~on(rcd‘: Sc_ientific
. df"t‘hh - Standard Body: sets the rules (e.g., Verra)
Market
/ \ - Verifier: independent entity for MRV audits
Net-zero Investors - Registry: issues and tracks carbon credits

commitments Consumers

. HH: - Buyer: company or individual offsetting emissions

o422 =



Art 6 of Paris Agreement Overview

Host country transfers Article 6.2 units
(ITMOs) to buyer country through a
bilateral agreement

/
S M)

B Article 6.2 units (ITMOS) ;o

o 9 L ee——— Gt

Financial support
Host country | Buyer country
project developer entity
Figure %: Article 6.2

Article 6.2

(market)

Host country generates units through
a UNFCCC centralized mechanism and
transfers them to buyer country

S
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Financial support

Host country Buyer country
project developer entity
Figure 2: Article 6.4

Article 6.4

(market and non-market?)



How Carbon Credits Work

1 credit = 1 tonne CO2e

avoided or removed /

Credits issued after 035 SEUESTRATION

Buyers use credits to I | l |

1< FORESTERS IMPLEMENT BEST MANAGEMENT PERMITTED SOURCES BUY CREDIT TO
Offs et emissions PRACTICES TO GENERATE CREDIT MEET REGULATORY REQUIREMENTS

GREENHOUSE GAS EMISSION

ali— = =

verified
reduction/removal

Projects earn revenue
from credit sales




The Project Cycle in the VCM

Project design Preparation of project
and financing : \outl.ine (PoDY)

Feasibility
assessment
|'/-- =

Vaolidation through independent
audits (VVBs)

\'I Registration
/ with standard

Life cycle of a
climate project

Implementation
and menitoring

Climate project

Regular
verification
process

7\ o
| Verification
— through VVBs

Retirement of verified

emission reductions
Issuonce of verified

emission reductions



Standards in the VCM

Not-for-Profit Carbon Certification Standard Size:
Number of Projects Registered

Verra (VCS): most widely

used standard

LABEL BAS

Gold Standard: strong on o I'
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PROGRAME (CREDITS)

com HOW DO DIFFERENT SYSTEMS RELATE TO EACH OTHER?
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Types of Projects in the VCM

Reduction/Avoidance Credits Removal Credits

Carbon Credits that represent reduced or avoided emissions Carbon Credits that represent captured/removed emissions

Technology Based Nature Based Technology Based Nature Based

Renewable Energy Avoided Deforestation Direct Air Capture Reforestation
Methane Collection Wetland Management Mineralisation Afforestation

Industrial Pollutant No-till Farming Carbon Capture and Soil Sequestration
Household Devices Methane from Lifestock St'DT'EIQE Wetland Restoration




MRV: Measurement, Reporting, Verification

Traditional MRV

Monitoring Reporting Verification

Tracking project success and Summarizing data and impacts Independent checks to ensure
optimizing for impact for transparency and verification accuracy and standard compliance

& dClimate




dMRV: DIGITAL MRV
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Co-benefits and SDGs

0000 HEALS

AND NELLBENG

Improved air
quality
(pollution)

Labor conditions

NbS Activity - Climate
benefits
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D LANTLATION

v

14 S



Carbon Credit Prices and Market Trends

Figure 1. Overview of Voluntary Carbon Market Issuances, Transactions, Retirements, and Average Price,
2020-2024
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Forestry Project Types in the VCM and prices

Table 4. VCM Transaction Volumes, Values, and Prices by Forestry and Land Use Project Types, 2023-2024

2023 2024 Percent Change

: Volume Value Price Volume Value Price :
Project Cluster (MtCO.e)  (USD) (USD)  (MtCO,e)  (USD) (USD) Volume Value Price
REDD+ 28.2 $222.3M | $7.87 13.6 $82.1M $6.03 -52% -63% -23%
Improved Forest
Management 2.6 $41.9M $16.2 8.8 $132.3M | $14.97 242% 216% -8%
(IFM)
Afforestation-
Reforestation -0 0 o
and Revegetation 4.8 $82.4M $17.15 3.8 $777M | $20.44 21% 6% 19%
(ARR)
Agroforestry 0.7 $8.1M $11.58 0.6 $8.2M $14.1 -17% 1% 22%
Blue Carbon 0.4 $3.2M $8.33 0.2 $5.2M $29.72 -54% 64% 257%
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Improved Forest Management (IFM)

Activity baseline (business as usual scenario)
== Management activity (delayed harvest scenario)
Additionality (additional carbon stored)

Metric tons CO, e per acre

Time (years)



Carbon (C) Stored (tons C per acre)

Afforestation Reforestation and Revegetation

Initiation &
Young Forests

Low storage
Low sequestration

. Middle-aged
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Maximum sequestration
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Agroforestry

Atmospheric C is fixed by C is lost to atmosphere
trees through photosynthesis through respiration and
decomposition of
organic matter
C is internally transfer to l‘a"e“ SR ot
belowground C to soil atmosphere
through soil
e Lrex | =

Soil C
Below ground Carbon Pools

C Sequestration in Agroferestry



Blue Carbon

Carbon uptake
A by photosynthesis
(sequestration)

CO,

Stored in biomass

’l CO,

o
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Role of Local Communities

Extensive FPIC process and benefit sharing Direct involvement in project implementation and decision making



Risks in Forestry Carbon Projects

Carbon

Non-additional Leakage
« Crediting actions that would « Emissions/carbon loss moves
have occurred anyway elsewhere
« Errors in carbon baselines « Errors in carbon accounting

Net warming
._ Biophysical feedbacks (e.g.
) - albedo) exceed carbon storage
cooling effects leading to a net
warming of the climate

Non-permanent

* Loss of ecosystem carbon due
to climate change

* Loss of ecosystem carbon due

to direct human actions

Successful
climate mitigation



Criticism of VCM

The VCM is criticized for inadequate transparency and difficulty in verifying
the authenticity of carbon credits.

* Lack of Transparency and Verification:

Revealed: top carbon offset projects
may not cut planet-heating emissions

* Integrity Issues:

Concerns exist regarding the credibility of some carbon offset projects,
particularly REDD+ initiatives, with accusations of inflated baselines and
failure to deliver promised emissions reductions.

Corporations invested in carbon offsets

that were ‘likely junk’, analysis says
 Greenwashing Concerns:

Analysis of the carbon offset projects used by top
corporations including Delta, Gucci and ExxonMobil raises
concerns around their emission cuts claims

Some critics argue that the VCM enables greenwashing, where companies
use carbon credits to appear environmentally responsible without
genuinely reducing their own emissions.

*  Fragmentation and Lack of Standardization:

The VCM suffers from a lack of standardized methodologies and risk
assessment, hindering its ability to attract investment and build trust.

 Impact on Decarbonization Efforts:

Some argue that the VCM might disincentivize direct decarbonization
efforts by allowing companies to offset their emissions instead of investing
in long-term solution



The Future of VCM

* Increased Scrutiny and Demand for High-Integrity Credits:

Growing media scrutiny and investor expectations are pushing the
market towards greater transparency and accountability, particularly
for high-quality credits.

* Strengthened Standards and Methodologies:

Organizations like the Integrity Council for the Voluntary Carbon
Market (ICVCM) are developing core carbon principles to improve
credit quality and establish a "standard of standards".

*  Technological Innovation:

Blockchain, Al and other technologies are being explored to enhance
transparency, traceability, and efficiency in the VCM.

*  Market Growth Driven by High-Integrity Credits:

Despite the challenges, the VCM is projected to grow, with a focus on - ‘
high-quality credits that meet stringent verification and additionality Y - ‘ re—
standards. ] NSRS TES R e AT L = L
*  Collaboration and Policy Support: o TR s e . ra . o
Policymakers and market participants are working to address the

challenges and unlock the VCM's potential, including establishing clear

standards and promoting collaboration.



https://icvcm.org/core-carbon-principles/

Mongolia’s Forest Potential in the VCM

MONGOLIAN FOREST

- s 84 8%

Boreal for
orther pt

TOTAL FOREST LAND 18,582,7 THOU.HA

12,392,8 THOU.HA

M FOREST LAND -
BBAAY 56459 THOU.HA @ @ 15.2/0
as N( )NH >DFST LAND

y 543,9 THOU.HA
L@-Q NON-FOREST LAND IN FOREST COVERED LAND



Mongolian
Forest Carbon
Program

RioTinto

Forestry VCM Projects in Mongolia

®©LOLT

Climate Change & Carbon Market
Development Center

Mongolian Nomad
Project

First of its kind project supporting Nomadic practices to enable ecosystem
restoration and soil carbon uptake.

Q AT ‘
\ =3¢ PLAN VIVO/|

Level | [RES -

CLevel projects are all verified under the global
Plan Vivo Standard, the world's original community carbon
standard.

About Products Operations Sustainability Invest News

Home > News » Releases > 2022 > Healthy Forest Project launched to protect Mongolia forests for future generations

Healthy Forest Project launched to protect Mongolia

forests for future generations

23 September 2022

w4 Verified Carbon

BOREAL CARBON - PROJECT GAMMA |

Project title
Project ID
Crediting period
Original date of issue

Most recent date of

VCS Standard Version

Prepared by

Standard

Boreal Carbon - Project Gamma |
5448

01-May-2025 to 30-April-2065
15-02-2025

15-02-2025

P
o

VCS Standard v4.7

Boreal Carbon Forestry Il
20 Cecil Street, #05-03 Plus
Singapore, 049705

Jessica Vardy

jessicavardy@borealcompany.com

Figure 7 Project location in Selenge (large picture) and Mongolia (small picture)
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ASIa rFacitic = Singapore Tirm launcnes massive reroresiauon project in iviongona

Singapore firm launches massive reforestation project in Mongolia

Published 02:14 on April 7, 2025 / Last updated at 02:14 on April 7, 2025 / Arshreet Singh / Asia Pacific, Biodiversity, Nature-based, Other APAC

Voluntary

A Singapore-based company has embarked on what it claims is the world's largest boreal
reforestation project, aiming to restore 750,000 hectares of degraded forest land in northern

Mongolia.




Other Carbon Market Development in Mongolia

COUNTRIE:

Korea to upgrade Mongolian yurts in Readiness
exchange for Article 6 credits Proposal
e Advancing carbon market

The government of South Korea will pay for retrofitting traditional tents in

readiness in Mongolia

Food and Agriculture
Organization of the with the United Nations Development Programme (UNDP)
United Nations for Mongolia
30 March 2025
. GREEN
CUMATE

FUND

Scaling Up Carbon Sequestration
in Mongolian Rangelands through
a Carbon Crediting and Market
Mechanism




Wrap-Up and Key Takeaways

* VCM offers opportunity for climate and development co-
benefits

* Integrity and transparency are essential

* Mongolia has high potential in the nature-based market



