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Secondary CER Prices (€)

31 Oct

OTC secondary CER closing prices and change (E/t)

Delivery Bid Offer  Close +/- Diff
Spot 13.70 13.80 13.75 -008 079
Dec-09 13.56 13.66 1361 -0.04 093
Dec-10 13.35 1345 1340 005 150
Dec-11 13.36 13.46 1341 006 209
Dec 12 13.72 13.82 13.77 -006 253
Dec 0912 13.50 13.60 13585 005 1.9
Source: Point Carbon, 2 Nov. 2009
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Oct-09

VER Prices
Gold Standard Spot €7.00
“Exotic” VCS VCUs $4 -5.50
“Pure” VCS01/2007 VCUs $2.00
U.S. VCS VCUs $5.50
Climate Action Reserve (CAR) CRTs $7.50
Chicago Climate Exchange $0.10

Source:MF Global 30 Oct. 2009

Climate Talks
Toughen

With less than five weeks until the
international climate meetings in
Copenhagen begin, this issue of the
Monthly Report will focus on what is at
stake and what issues will make or break
creation of a strong agreement and what
it might look like.

Meetings continue in Barcelona this
week, the last formal round before
the “Conference of Parties to the UN
Framework Convention on Climate
Change” (COP - 15) in Copenhagen
December 7 - 18. Over the past
month pessimism has grown over the
expected outcomes for Copenhagen
as several critical issues have not
been resolved and if anything,
divisions are growing.

The aim of Copenhagen is to step up
international efforts to combat
climate change, to follow on the
first phase of the Kyoto Protocol
which expires in 2012. As the U.N.
website states, “the Copenhagen
agreed outcome need not resolve all
details, but it must provide clarity”
in four areas:

e Ambitious emission reduction
targets for developed countries

e  “Nationally appropriate”
mitigation actions of developing
countries (thus, targets are not
required)

e Scaling up financial and
technological support for both
adaptation and mitigation

e An effective institutional
framework with governance
structures.
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A number of commitments, not
binding, have been made to limit
emissions. The G8 group of wealthy
countries, for instance agreed that
emissions reductions must occur to
prevent a two degree increase in
global temperature. And most
wealthy countries have announced
emission reduction targets.
Unfortunately, the numbers don’t
add up as the targets generally don’t
meet the two degree limit.

The debate to a great extent comes
down to who does what. The
developing countries make the
correct point that they have not
made the emissions that created the
problem: 75% of cumulative
emissions came from a handful of
wealthy countries. Others, on the
other hand, state correctly that
most future emissions growth will be
from the developing countries.

Getting the United States to join a
future agreement is important, as it
emits about one fifth of all
greenhouse gases, but it is the only
major nation outside the Kyoto
Protocol. The U.S.’ constitution
makes it challenging for it to ratify
international treaties: a two thirds
majority in the Senate is required
which always, effectively, means
that support from many in the
opposition party is necessary. In
light of this, the Obama
administration makes the point that
without meaningful commitments on
the part of developing countries it
cannot sign on to a treaty.

At this point, even the UN doesn’t
think details for a treaty can be
agreed at Copenhagen. The current
objective for wealthy countries is for
a “political agreement” that would
include rich country targets,
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developing country actions, avoiding
deforestation, financing cleaner
technology and adaptation to
climate change. Unfortunately,
there is little consensus on these
issues. And developing countries
have articulated that a “political
agreement” is simply insufficient.

Another question is if extra
allowances from the Kyoto period
will be bankable. An estimated nine
billion surplus allowances are
expected, primarily from the former
Soviet Union and other Eastern
European countries; if these are
carried forward they could
significantly reduce the emissions
reductions by developed countries.
One estimate is that reductions
would be halved from 12% to 6%
based on announced targets. To
limit banking, however, keep Russia
and other states from joining a
treaty.

While 180 governments are meeting
in Barcelona this week, most think
that these tough issues will only be
worked out when national leaders
are together during the last few days
of talks in Copenhagen. In spite of
the impasse, the prospects for a
political decision are definitely not
off the table. Delegates and world
leaders across the world have made
the point that a decision at
Copenhagen is vital for the climate.
If the politicians leave empty
handed, it will look like a failure on
their part back home, and politicians
will spend months blaming each
other.

From UNFCCC website, Point Carbon and
Reuters.

What Future for the
CDM?

The Clean Development Mechanism -
the CDM - has been both widely
lauded and damned. On the one
side, proponents cite the more than
1,800 registered projects around the
world, that have brought together
project developers, sources of
emissions, investors and technology
providers to reduce emissions in the
developing world. Opponents talk
about how CDM has failed to
promote sustainable development,
and argue many of the projects
would occur anyways. Others claim
that the CDM is too stringent and a

lot of extra investment would occur
if only the CDM Executive Board was
more efficient and less arbitrary.

There are a variety of proposals to
reform the CDM, and there also are
discussions regarding what future
the CDM will have after the Kyoto
period ends in 2013.

The U.S. has expressed its interest in
having the CDM include multi-
project baselines and use a list of
technologies that could
automatically qualify for the CDM.
As the U.S. is not a party to the
Kyoto Protocol, and wants to have a
new treaty replace Kyoto, it shows
its interest in a sustained,
internationally sanctioned carbon
credit currency.

Other proposals include improving
the operations of the existing CDM
including having an appeals system
in place for rejected projects, and
measures to reduce delays in
registration and project issuance.

The CDM post-2012 looks to
continue, but there are many
questions regarding what it will
include and where it will apply. The
EU, for instance, sees a role of the
CDM in least developing countries,
with other developing countries
adopting emission targets for
industry sectors, thus removing
project-based crediting. Developing
countries, on the other hand, are
not so eager for sweeping changes in
the CDM. At the climate talks in
Barcelona, African countries
boycotted talks on CDM reform as a
protest against the lack of progress
of wealthy nations on setting
sufficiently stringent emissions
targets.

From Point Carbon.

U.S., Australia
Legislation Delays
and Obstacles

A famous U.S. congressman, Tip
O’Neil, said “all politics is local.” As
noted in the articles on the
international climate talks, domestic
policies, in particular in key
countries, impact the potential for a
workable agreement at Copenhagen.
While China and India, the two most
influential developing countries,
have made several announcements

related to their planned actions to
improve energy efficiency (while not
committing to emissions targets),
the U.S. and Australia, arguably the
two most demanding industrialized
countries in the climate talks are
facing an uphill battle in finalizing
climate legislation in advance of
Copenhagen.

Following the passage of a
comprehensive climate bill out of
the U.S. House of Representatives
(the lower house of Congress) in
June, the remaining key hurdle to
climate legislation is passage out of
the Senate. Draft legislation was
released last month - the Boxer-
Kerry Bill - and is going to hearings
this week. However, the opposition
Republicans are boycotting the
hearings stating the need for further
economic analysis. And a moderate
Republican Senator announced he
will be drafting new climate
legislation that will be acceptable to
other moderate Republicans and
thus garner sufficient votes for
passage. The result of all these
developments is that no bill will
progress before Copenhagen.

Meanwhile, in Australia the
government put its climate
legislation to a failed vote in the
summer. It now is planning to
resubmit the bill to the legislature in
mid-November. If it fails again, this
could be the trigger for a re-election
that the opposition would likely lose.
Therefore, the opposition leadership
is proposing amendments that it
hopes will be made and then hopes
the legislation will be passed. But a
number of opposition parties, and
many members of the lead
opposition Liberals, are saying they
will vote against the bill even if all
amendments requested are made.

The U.S. legislation in particular has
been viewed as a critical part of a
climate agreement. However, the
hurdles for passage of domestic
climate legislation are smaller than
for an international treaty: 60 votes
out of 100 are required to prevent
opposition blockage of legislation in
the Senate; 67 votes are needed for
the Senate to ratify an international
treaty. The U.S. is not a party to
the current Kyoto Protocol, in large
part owing to the difficulty for the
government to ratify treaties. Could
it be that once again a treaty is
agreed, but the U.S. remains
outside?
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Disclaimer

This report has been prepared by Green Gas International BV (“Green Gas”) and is subject to its
copyright. No part may be reproduced, transmitted, stored or translated by any means without prior
consent of Green Gas.

This report is strictly confidential and has been furnished to the recipient solely for such recipient’s
information and use. It may not be referred to, disclosed, reproduced or redistributed to any other
person, whole or in part.

This report has been prepared on the basis of available information that Green Gas has not verified. It
does not constitute a due diligence review and should not be construed as such. Green Gas makes no
representation or warranty as to this report’s accuracy, completeness or correctness and the recipient
should not rely on its accuracy, completeness or correctness. The information and opinions in this report
are subject to change at any time and Green Gas is under no obligation to inform the recipient of such
change.

Green Gas accepts no responsibility or liability whatsoever in relation to this report (including for any
error in this report or in relation to its accuracy, completeness or correctness or in relation to any
projections, analyses, assumptions and/or opinions contained herein nor for any loss of profit or
damages or any liability to a third party howsoever arising from the use of this report). The exclusion of
liability provided herein shall protect Green Gas, its officers, employees, agents, representatives and/or
associates in all circumstances to the maximum extent permitted by law.

This report is not intended to form the basis of any investment decision and does not constitute or form
part of any offer to sell or an invitation to subscribe for, hold or purchase any securities or any other
investment, and neither this report nor anything contained herein shall form the basis of or be relied on
in connection with any contract or commitment whatsoever. This report is not, and should not be
treated or relied upon as, investment research or a research recommendation under applicable
regulatory rules.
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