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About the Ecosystem Marketplace

» News and Information Service on Ecosystem Markets

> Carbon markets, Water markets, Biodiversity markets

» Feature articles, Daily news, Reports & Analysis, and Monthly e-
Newsletters, Resource Library, & web portals

» www.ecosystemmarketplace.com &
www.mercadosambientales.com
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What is a Biodiversity Offset?

The last step in Biodiversity Footprint management

Mitigation Hierarchy

Positive Unmitigated impacts of an operation

with no environmental management

Net Positive Impact *

Pl Pl

Planning or design change that avoids
future negative impact e.q., relocating

Biadiversity infrastructure

Value

Action that reduces the severity of the
impact e.g., buffer zones

Action that restores biodiversity value
on a previously disturbed site e.q.,

Residual Impact - - :
P rehabilitation of native vegetation
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Quantifiable conservation actions
taken to compensate for residual,

unavoidable harm to biodiversity
i
Negative Actions taken by Rio Tinto at project,

. Elements of NPI business and colrporate levels that hla.\;e

led, or are predicted to lead to, positive
Figure 3: Blodiversity offsets and impact mitigation - Defining Net conservation outcomes. The impacts
Positive Impact (NPI) in Rio Tinto are positive but difficult to quantify
e.g., environmental education,
capacity building
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What is Biodiversity Offset Banking?
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DEFINITION

« Offset banking is the consolidation of multiple small
offsets into one large contiguous tract of land.
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How does an offset bank work?

- 333 acres

- Banking agreement
w/ USFWS

- Management plan

- Endowment fund

- Cons easement

- $65,000 credits
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- Impact 7 acres of
kit fox habitat

- Incidental take
permit from FWS
-Developer buys 7
credits to satisfy
permit requirement




Basic Features -
Anatomy of a bank

Credit

Bank Agreement

Management Plan
Endowment Fund
Service Area
Site Selection

Commercial vs Internal
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Necessary Conditions
for Offset Banking & Aggregation

Demand e\
Spatial Concentration

Supply

Property Rights

Information & Services
Monitoring &

Enforcement
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Why Biodiversity Offset Banking?
What are the benefits?

Ecological
Greater ecological value
No temporal loss of habitat
Easier ecological monitoring
Turns a liablility into an asset
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Why Biodiversity Offset Banking?
What are the benefits?

Administrative
® Reduces permitting time
Reduces buyer’'s costs

Severance of liability
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U.S. Offset Market

T

Wetland & Stream Mitigation
(CWA) $3 billion/year

RN

Develop
mitigation
parcel

Buy credits
from bank

In-lieu fee
fund
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Endg Species Mitigation (ESA)
$2-300 million/year

IR

Develop
mitigation
parcel

Buy credits
from bank

In-lieu fee
fund




US Offset Banking
A Market Snapshot

» Wetland banking started in the early 80’s
* Species banking started in the early '90s in California
* Currently ~800 wetland banks in the US
» ~115 species credit banks in the US
» Credits sell from $4,000 to $500,000
* Dependent on ambient land value & demand
» 80,000 acres protected in conservation banks
« Market size: $3.3 billion/year
« Wetland offsets - $2 billion
« Wetland banking - $1 billion
* Species offset & banking - $2-300 million
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Where is Biodiversity Banking?

INTERESTED
» United States » France

» Wetland & Endg Species Mitigation :tSJ(}:uth Africa
> Australia » New Zealand

» Biobanking (NSW) » And others

» BushBroker (Victoria)

» Native Vegetation Offsets (South)
» Canada — Wetland Mitigation Banks

Ercosystem Marketplace




Concerns/Risks

Based on biodiversity impacts
Failure: bankruptcy/catastrophe
Additionality

Ecological
performance/enforcement

Equity (who benefits?)

Transaction costs

Adaptation (Climate Change)

Strategic planning (US vs. S
Africa)
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Nathaniel Carroll
Director, Biodiversity Markets, Ecosystem Marketplace

www.ecosystemmarketplace.com
WWW.speciesbanking.com

OAS Ecosystem Markets Course
June 17, 2009
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