Advancing transparency and
accountability in the voluntary
carbon offset market

How a standardized reporting framework
will bring clarity, transparency and accountability
to an ESG marketplace desperately in need of it.

Introduction The Voluntary Carbon Market plays a vital role in climate action, but due
to the lack of standardized reporting practices, its effectiveness is undermined greatly.
Taking inspiration from the mining sector's NI 43-101 standard, this paper advocates
for a parallel reporting framework in the carbon market, which would enhance
transparency, credibility, and investor confidence in carbon offset projects, facilitating
the transition to a low-carbon economy.

By providing accurate information, preventing greenwashing, and fostering
accountability, this standardized approach can potentially drive significant reductions in
emissions and foster sustainability.



Stabilizing the Carbon Offset Sector through a
Standard Framework

The growth of the Voluntary Carbon Market shows growing awareness about corporate
social responsibility and a need for significant contributions that will contribute to
global sustainability goals. This market offers a unique opportunity for businesses to
align their operations pursuant to their environmental objectives, allowing them to
even exceed regulatory requirements and foster a culture of sustainability. But
inconsistent reporting practices pose an obstacle, preventing the Voluntary Carbon
Market from reaching its true potential.

Like any other industry, the Carbon Offset Sector can also benefit from implementing a
standardized reporting framework similar to the mining sector's NI 43-101.
Implementing such a framework can bring stability, transparency, and credibility to the
sector. It will foster sustainable growth and reinforce its role in fighting against climate
change. The details of this are covered below.

The Voluntary Carbon Market is sadly plagued by varying reporting practices and
standards regarding carbon offset projects. With this lack of consistency arises
complexities when it comes to comparing projects, which undermines the overall
credibility of the market.

Where It All Started — Bre-X

The Bre-X scandal was a major event in the mining and financial world that took place
in the mid-1990s. Bre-X Minerals Ltd., a Canadian mining company, claimed to have
discovered a massive gold deposit in Busang, Indonesia. This announcement led to a
frenzy of investment and speculation, causing the company's stock price to skyrocket.

However, it was later revealed that the gold reserves had been grossly overstated and
that the Busang deposit was essentially a fraudulent scheme. In 1997, the fraud was
exposed, and the company's shares plummeted, resulting in significant losses for
investors and shareholders, wiping out billions of dollars in market value.



As a direct consequence of the Bre-X scandal, regulatory reforms were introduced to
prevent such frauds from recurring in the mining industry. In 2001, the Canadian
Securities Administrators (CSA) introduced the National Instrument 43-101 (NI 43-
101), a set of standards that govern how public companies disclose scientific and
technical information about mineral properties. NI 43-101 established guidelines for
reporting mineral resources and reserves, ensuring that companies provide accurate
and transparent information to investors. Likewise we envision similar stardards in
carbon offset projects and product to assure buyers of their carbon offset, and the
public.

Evolution of NI 43-101

NI 43-101 was created to make sure that information about mineral projects is
accurate and reliable so that investors in mining projects and mineral properties
could make informed decisions within the Canadian mining industry. Though the
standard was created in Canada, it has since become a global standard. Here's a brief
history of its development and evolution:

1980s-1990s

Before NI 43-101, Canada lacked reliable guidelines for disclosing technical
information related to mineral projects. Due to this, there were varying levels of
information disclosure, which raised concerns about misleading information being
presented to investors of projects and buyers of the corresponding projects.

1991

The Canadian Securities Regulatory Authorities created the Committee for Mineral
Reserves International Reporting Standards (CRIRSCO) to develop a uniform standard
for mineral resources and reserve reporting to address the lack of consistency in
reporting practices worldwide.

1999

In response to CRIRSCO's efforts and acknowledging the need for better practices for
disclosure, the Canadian Securities Administrators (CSA) introduced National
Instrument 43-101 (NI 43-101) as a regulatory framework to govern the disclosure of
technical information related to mineral projects in Canada.



Key Objectives of NI 43-101

e NI43-101 aimed to provide investors and the public with reliable and
transparent information about mining companies' activities.

e Itintroduced regulations for reporting mineral resources and reserves, bringing
consistency and accuracy.

o The standard established the role of the Qualified Person (QP), an individual
with the right qualifications to review and verify the technical information
presented in reports.

Subsequent Years

e  Over the years, NI 43-101 underwent several amendments and updates to
address newly emerging issues, improving its effectiveness.

e The standard's reach expanded to cover more aspects of mineral projects, such
as environmental and social considerations, further enhancing transparency and
disclosure.

Impact and Legacy

e NI 43-101 significantly improved the quality of technical information presented
by mining companies to investors of projects, buyers of the corresponding
projects, and regulators.

e The introduction of QPs and standardized reporting requirements increased
investors' confidence and reduced the risk of misleading information.

e The standard showcased Canada's reputation as a transparent and reliable
sector for mining investments.

e NI43-101 has served as a model for similar reporting standards in other
countries, and its rules and regulations have been adopted globally through
CRIRSCO.

Benefits of a Standardized Reporting Framework

Implementing a standardized reporting framework in the Voluntary Carbon Market
promises several advantages, creating a robust and trustworthy ecosystem that
promotes real efforts for sustainability. The following section elaborates on the
potential benefits of this framework:



Improved Transparency and Credibility of Carbon Offset Projects

By mandating a consistent reporting structure, a standardized framework ensures that
information about carbon offset projects is accurate, detailed, and reliable. Investors,
buyers, and stakeholders can access clear and standardized data to make informed
decisions. Transparent reporting builds trust and allows for a more comprehensive
understanding of the project's environmental impact, methodologies, and progress.

Enhanced Investor Confidence and Reduced Risk of Greenwashing

A standardized framework protects against misleading claims and greenwashing, which
plagues markets lacking clear reporting guidelines. With consistent and comprehensive
reporting, investors of projects and buyers of the corresponding projects gain
confidence that the information they receive is credible, verified, and reflective of the
actual impact of carbon offset projects. This increased trust is crucial for attracting
investment into emissions reduction and sustainability projects.

Facilitation of Project Evaluation, Comparison, and Due Diligence

The standardized reporting framework streamlines evaluating and comparing various
carbon offset projects. Investors and stakeholders can easily assess different projects'
performance, methodologies, and outcomes based on standardized metrics. This
facilitates more efficient due diligence, enabling better decision-making and allocating
resources to projects with quantifiable and impactful results.

Increased Accountability for Project Developers and Sellers

Clear reporting requirements impose a higher degree of accountability on project
developers and sellers. With standardized guidelines in place, they are compelled to
provide accurate and comprehensive information, ensuring that their claims align with
actual project outcomes. The framework empowers stakeholders to hold project
developers and sellers accountable for their promises, reducing the potential for
overstatement or misrepresentation.

Key Elements of the Carbon Reporting Framework

Several key elements must be integrated for a standardized reporting framework to
effectively enhance transparency and credibility in the Voluntary Carbon Market. These
elements address various aspects of carbon offset projects, ensuring comprehensive
reporting that facilitates accurate evaluation and comparison:



Qualified Experts and Oversight

As seen in the mining sector's NI 43-101, including qualified experts is essential for
upholding the integrity of reporting. A similar requirement could be established in the
Voluntary Carbon Market. Qualified Persons (QPs) with expertise in fields such as
carbon accounting, climate science, and environmental engineering would play a vital
role in verifying the accuracy of project information. Their oversight would provide an
additional layer of assurance, reducing the potential for inaccuracies and false claims.

Technical Documentation

A standardized reporting framework should mandate the provision of comprehensive
technical documentation for carbon offset projects. This documentation should
encompass project methodologies, including data collection methods, emission
reduction calculations, and verification procedures. Detailed monitoring plans that
outline how emissions reductions will be tracked over time are crucial for
demonstrating the ongoing impact of the projects.

Resource Estimation

Developing standardized methodologies for estimating project carbon reduction or
removal potential is paramount. These methodologies should be scientifically rigorous
and widely accepted within the industry. Consistency in estimating carbon impacts
allows for accurate project comparisons and ensures that the claimed emissions
reductions are based on sound calculations.

Environmental and Social Considerations

The reporting framework should extend beyond the technical aspects of projects to
encompass their broader impacts. Including environmental and social considerations
information ensures a holistic view of project effects. This involves assessing co-
benefits such as biodiversity preservation, local community engagement, and job
creation. Moreover, risks associated with potential negative impacts, such as
displacements or changes in local ecosystems, should be disclosed transparently.

How 43-101 Allows Standard for Carbon Offset

Projects

Translating the principles of NI 43-101, a reporting standard for mineral projects, to
define and regulate carbon offset projects involves adapting its core concepts to the
unique nature of carbon offsets. Here's how NI 43-101 principles could be applied to
define and standardize carbon offset projects:



Defining Carbon Offset Projects

Similar to how NI 43-101 defines mineral projects, a parallel framework could be
established to define carbon offset projects. This definition would encompass various
types of carbon offset initiatives, such as reforestation, renewable energy generation,
and carbon capture technologies.

Standardized Reporting and Documentation

Just as NI 43-101 requires standardized technical documentation for mineral projects, a
carbon offset reporting framework could mandate comprehensive documentation for
carbon offset projects. This documentation would include methodologies for
calculating emissions reductions, monitoring plans to track ongoing impact, and
verification procedures to ensure accuracy.

Qualified Persons (QPs) for Carbon Offset Projects

Analogous to NI143-101's QPs, who ensure the accuracy of technical information,
carbon offset projects could involve Carbon Offset Experts (COEs). These experts would
possess qualifications in carbon accounting, environmental science, and related fields.
To ensure accuracy and credibility, COEs would review and verify the carbon offset
methodologies, calculations, and project documentation.

Resource Estimation for Carbon Offset Projects

Similar to NI 43-101's requirement for standardized methods of mineral resource
estimation, the carbon offset framework could establish standardized methodologies
for estimating carbon reduction or removal potential. These methodologies would be
based on rigorous scientific principles and recognized industry standards.

Environmental and Social Considerations for Carbon Offsets

In alignment with NI 43-101's emphasis on environmental and social considerations,
the carbon offset reporting framework would require project developers to provide
information on the broader impacts of their initiatives. This would encompass co-
benefits such as biodiversity preservation, community engagement, and potential risks.

Regulatory Oversight and Industry Collaboration

Just as regulatory bodies enforce NI 43-101, the carbon offset reporting framework
would require endorsement and oversight by relevant climate and environmental
regulatory authorities. Industry associations, project developers, investors, and experts
would collaborate to develop and maintain the framework, ensuring its accuracy and
effectiveness.



Due Diligence and Verification

Similar to how NI 43-101 encourages due diligence by investors in mining projects, a
carbon offset framework would facilitate project evaluation and comparison. Investors,
buyers, and stakeholders could confidently assess projects based on standardized
metrics, leading to more informed decisions.

Adapting NI 43-101's principles to carbon offset projects involves creating a
standardized reporting framework that fosters transparency, accuracy, and
accountability. By defining project categories, requiring comprehensive documentation,
involving qualified experts, developing standardized methodologies, considering
broader impacts, and promoting regulatory oversight, the framework ensures that
carbon offset projects are credible, comparable, and contribute meaningfully to global
emissions reduction goals.

Conclusion

A reporting system like NI 43-101 is really important for the Voluntary Carbon Market.
Just like the mining industry needed to be clear and honest, this market also needs a
consistent way of reporting things. This helps build trust and honesty.

Having this kind of system would give accurate and reliable information about carbon
offset projects. This stops the problem of pretending to be eco-friendly when you're
not, and it helps people who invest money and care about these things make good
choices. This system would also ensure projects are of good quality, make people
responsible for what they do, and make rules everyone believes in. This would make
more people want to invest in good projects.

Plus, having the same rules for everyone makes things easier to check, helps the
market grow faster, and keeps it going well for a long time. So, a system like NI 43-101
can help the Voluntary Carbon Market be clear, trusted, and work well.

More Information

Visit entrexcarbonmarket.com



http://entrexcarbonmarket.com
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