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WHAT IS A CARBON CREDIT? 
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INDUSTRY REFERENCE – PROJECT OFFSETS 

GAS PROCESSING PLANT 10 TRUCK FLEET DIESEL LOCOMOTIVE 

 200 MMscfd Plant  Locomotive Diesel Usage (138,000  30,000 miles/yr-truck 
gallons)  180,000 MT/Year  180 MT/Year 

 1,400 MT/Year  15,000-90,000 acres*  15-90 acres* 
 117-700 acres* 

NATURAL GAS COMPRESSION CEMENT KILN AVERAGE HOUSEHOLD 

 (3) 2,700 Hp Natural Gas  1.7 Million Ton/year Cement  Typical US Home 
Engines Kiln  8.67 MT/Year 

 36,000 MT/Year  377,000 MT/Year  0.7 – 4.3 acres* 
 3,000 – 18,000 acres*  31,400-188,500 acres* 

*Denotes average annual carbon sequestration rate for forestry project ranges from 2-12 tons/acre-yr (full offset) 
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CARBON MARKETS & STRUCTURE 

 CARBON MARKET DRIVERS & PRICING SIGNALS 
– Carbon Taxes 

– Cap and Trade Regulated (California, Washington & RGGI) 
 EXAMPLE - EU Emission Trading System is a blend 

– Baseline & Credit Regulated Markets 

 PRIMARY INSTRUMENTS 
– Renewable Energy Credits (REC) 

– Emission Allowances 

– Carbon Credits / Offsetting 
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NATURE-BASED CARBON CREDIT VALUE CHAIN 
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OKLAHOMA FOREST-BASED CARBON OPPORTUNITY 
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CARBON MANAGEMENT & FORESTRY 

 FOREST-BASED CARBON PROTOCOLS 
– Afforestation, reforestation and revegetation (ARR) 
– Improved forest management (IFM); and 

– Avoided conversion (REDD+ Projects and similar) 

 AFFORESTATION, REFORESTATION & REVEGETATION 
– Highly “Additional” Long-term opportunity with high-density hardwoods 

– Land conversion 20+ year commercial term (Renewable to 100 years) 

 IFM – ALIGNS W/ MANAGED TIMBER OPERATORS 
– Accrual of carbon credits vs business as usual practices 

– Generally, 40-year term but may include 1-year harvest deferrals (e.g. NCX) 

 KEY CONCEPTS – VALUE DRIVERS FOR CREDITS 
– New market has differentiated credits (voluntary vs compliance) 
– Additivity, permanence & leakage drive value 

– Maximize returns on natural capital by understanding net zero drivers 
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CARBON CREDIT VALUE DRIVERS 

 ADDITIVITY 
– Would benefit happen w/o project? 

 PERMANENCE (DURABILITY) 
– Where and how long captured carbon is stored 

 LEAKAGE 
– Project-Level example 
 Owner preserves one area and harvests in another 

 Often safeguarded by full ownership enrollment 

– Market-Level example 
 Supply demand dynamics induce harvesting 

(Carbon drives scarcity) 
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REGISTRIES - CARBON CREDIT CERTIFICATION 
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CARBON MANAGEMENT – REGISTRIES & PROTOCOLS 

 PROMINENT PROTOCOLS FOR REGISTRIES 

– American Carbon Registry 
 7 currently published AFOLU protocols (4 forest-based protocols) 
 Baseline using modeling of maximizing NPV of harvested wood products 

 Multiple carbon storage “buckets” for net emission/reductions 

– Verra 
 ARR, IFM, REDD+ and Avoided Conversion (Shrublands and Grasslands) 
 IFM Control plots vs “treatment” plots (e.g. new management practices) 
 Includes carbon storage in wood products 

– BCarbon 
 Houston-based registry, affiliated with Baker Institute at Rice University 

 Voluntary crediting framework 

 Vision of reducing barriers to entry (land management varies) 
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PROJECT BASELINE & WHY IT MATTERS 

 Baseline as a Starting Point for Carbon Accounting 

 Accurate Baseline Required for Defining Net Benefit 
– Interplay with additionality (Would it happen w/o project) 

Source - GHG Management Institute, What is Additionality? (Part 2) Michael Gillenwater 
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IFM DYNAMIC BASELINE - FAMILY FOREST CARBON 

https://www.nature.org/en-us/newsroom/verra-voluntary-
carbon-market-accounting-methodology-dynamic-baseline/ 
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FOREST CARBON – MEASUREMENT MATTERS 
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FOREST CARBON – MEASUREMENT MATTERS 
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EXAMPLE IFM MEASURMENT/ACCOUNTING 
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EXAMPLE IFM MEASURMENT/ACCOUNTING 

Total Avoidance Credits: 120 

Total Removal Credits: 53 

TOTAL CREDITS: 173 
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EXAMPLE IFM MEASURMENT/ACCOUNTING 

Total Avoidance Credits: 0 

Total Removal Credits: 79 

TOTAL CREDITS: 79 
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EXAMPLE IFM MEASURMENT/ACCOUNTING 

Total Avoidance Credits: 50 

Total Removal Credits: 26 

TOTAL CREDITS: 76 
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EXAMPLE IFM MEASURMENT/ACCOUNTING 
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EXAMPLE IFM MEASURMENT/ACCOUNTING 

OR 
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EXAMPLE IFM MEASURMENT/ACCOUNTING 

Total Avoidance Credits: 0 

Total Removal Credits: 35 

TOTAL CREDITS: 35 
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EXAMPLE IFM MEASURMENT/ACCOUNTING 

24 ©2023 Carbon Rho, LLC. 

Total Avoidance Credits: 0 

Total Removal Credits: 188 

TOTAL CREDITS: 188 



   

   

    

    

   

   

    

    

   

 

   

    

    

   

 

EXAMPLE IFM MEASURMENT/ACCOUNTING 

Total Avoidance Credits: 0 

Total Removal Credits: 35 

TOTAL CREDITS: 35 

25 



       

   

    

    

   

   

     

    

    

   

   

     

    

    

   

EXAMPLE IFM MEASURMENT/ACCOUNTING 

26 ©2023 Carbon Rho, LLC. 

Total Avoidance Credits: 0 

Total Removal Credits: 35 

TOTAL CREDITS: 35 



       

     

 

 

 

 

 

 

  

     

 

 

 

  

 

 

 

     

     

 

 

 

  

 

 

 

     

MEASUREMENT MATTERS – FINANCIAL INSTRUMENT 

$15/Ton 

$210MM 

ASSETS 

14MM MTCO2E/YEAR 

LIABILITIES 

OWNERS 

EQUITY 
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MEASUREMENT MATTERS – FINANCIAL INSTRUMENT 

$50/Ton 

$700MM 

ASSETS LIABILITIES 

OWNERS 
EQUITY 

14MM MTCO2E/YEAR 
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