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Disclaimer

Please be advised that this presentation has been prepared exclusively for the European
Bank for Reconstruction and Development (EBRD), and is provided for illustration purposes
only.

EBRD makes no representation or warranty, express or implied, as to the accuracy or
completeness of the information set forth in this presentation. EBRD has not independently
verified any of the information contained in this presentation and accept no liability
whatsoever for any information, misstatement or omission contained therein.

Neither this presentation nor any part thereof, including, without limitation, any information,
opinion, advice or recommendation contained therein, is intended to constitute specific
technical, financial, commercial or legal advice and nothing therein purports in any manner
to replace professional advice. No express or implied warranties are made with regard to
this presentation, and there are no third party beneficiaries thereof. Neither EBRD, DGCA,
Climate Focus, Gaia Carbon Finance, IETA, Walburg & Partners nor any of their directors,
officers employees, shareholders or agents can be held liable for any errors, omissions or
inaccuracies this presentation may contain.

This presentation reflects the views of the consultants and not necessarily those of EBRD
nor DGCA. The presentation remains EBRD's property. Q
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Paris Agreement

» Adopted in December 2015 by 196
Parties to the UNFCCC in Paris

> Entered into force on 4 November
2016

UNITED NATIONS

PARIS CLIMATE
AGREEMENT

SIGNING CEREMONY

» Establishes a global warming goal
— 22 APRIL 2016 —

of “well below 2°C” / 1.5°C

» Requires mitigation measures of
individual countries to be
expressed in nationally determined
contributions - NDCs

According to the 2018 IPCC
Special Report, limiting global
warming to 1.5°C would require
rapid, far-reaching, and
unprecedented changes in all
aspects of society. O
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Kyoto Protocol vs. Paris Agreement

Kyoto Protocol Paris Agreement
* 37 countries with top down * 192 countries with bottom up
targets pledges
* CDM and JI mechanisms to *  New market mechanisms will be
generate carbon credits via the established under Article 6
UNFCCC

* Crediting is expected to require
* Crediting "outside” the corresponding adjustments
reduction commitment

O
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Article 6 of the Paris Agreement

Article 6.2: Accounting guidance for reporting of “internationally
transferred mitigation outcomes” (ITMOs) with “corresponding
adjustments”

Article 6.4: An emissions mitigation mechanism to issue ITMO
units for programs or activities, building on Kyoto mechanisms
(CDM, JI)

Article 6.8: Work programme for non-market approaches to
advance cooperation that does not involve ITMOs.
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Market friendly NDCs: 92 out of 182
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2100 WARMING PROJECTIONS U s

Emissions and expected warming based on pledges and current policies Tracker
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Climate Change Negotiations and
Turkey

FIRST COMMITMENT PERIOD (CP1) OF SECOND COMMITMENT PERIOD (CP2) OF THE KYOTO IMPLEMENTATION OF THE
THE KYOTO PROTOCOL (2008-2012) PROTOCOL (2013-2020) PARIS AGREEMENT

1992 2001 2009 2012 2015 2016 2020
O O O 0 *—0 - @-—----------
TURKEY SIGNS TURKEY IS TURKEYRATIFIES ~ TURKEY HAS NO TURKEY TURKEY SIGNS
THE CONVENTION REMOVED FROM ACCESSION TO GHG REDUCTION ~ SUBMITSITS THE PARIS
ON CLIMATE ANNEX 11 OF THE THE KYOTO COMMITMENT INDC AGREEMENT
CHANGE CONVENTION PROTOCOL

TURKEY ACTIVE AS SUPPLIER OF MRV LEGISLATION  INDUSTRY STARTS
CREDITS IN THE VOLUNTARY MARKET APPROVED MRV

o
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Turkish Climate Change Ambition

 NDC of Turkey to UNFCCC:
» Contribution: - 21% GHG emissions BAU level by 2030

» Use domestic sources and receive international support
(financial, technological, technical and capacity building)

» Policy tools applied to following sectors:
» Energy, Industry, Transport, Buildings and Urban
Transformation, Agriculture, Waste and Forestry

» Turkey has signed, but not ratified the Paris Agreement (yet)

O
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GHG EMISSIONS  (MrC02€)

Intended Nationally Determined
Contribution
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Conjunction: Supply and Demand

Turkish Aircraft
Companies start
monitoring of GHGs

q 2014 x 2016

———

ICAO Agrees CORSIA
(Montreal, CA)

2006 2015 2019
First VER Project Turkey signs ICAO approves
Developed in Paris Agreement carbon unit
Turkey criteria for

CORSIA
Turkey hosts _
more than 230 =200 Mt Co2
GHG emission (Total credits)

reduction projects
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Compliance carbon markets worldwide
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Voluntary Carbon Markets

* Voluntary carbon markets supply VERSs that can be used for
voluntary compliance purposes:
» CSR, neutralizing individual or company carbon footprint, etc.

« Wide range of standards on the market:
» Verified Carbon Standard, Climate Action Reserve, Gold Standard

Mostly traded Over-the-Counter (£ 75 MtCO2e in 2013)

Renewable energy, forestry, landfill gas are the most common project
types

Most buyers allocated in Europe (70%) and North America (20%)

Pricing varies widely, depending on standard and project type/location

O
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Value Chain of the Carbon Market

Credit land owners, registries, standards/certification

Generation

 project developers, verification bodies/auditors, communitiesﬁ

* brokers, retailers, exchanges, consultants, advisors

Intermediaries }

* buyers, business, investors, parties

Buyers/
Investors

o
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Locations of voluntary offset projects;
2008 — 2018
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Carbon offset projects,

by country
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Carbon Projects in Turkey

- 244 reqistered projects:
* 130 under the Gold Standard and
* 114 under VCS
- Mostly hydro power and wind power projects
- 39 projects are financed by EBRD under MidSEFF

Table: Overview of Turkish carbon projects by project type and installed
capacities

Project Type Installed Capacity (MW)

Hydro Power 5,188
Wind Power 3,629
Geothermal Power 104
Solar Power 7
Total 8,929 O
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State of the Voluntary Carbon Markets

@  VOLUME TRANSACTED IN 2015 @) MARKET VALUE IN 2015
M1 CO2E MILLION USD
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Turkey well positioned to connect
carbon projects to CORSIA

> Dominant provider of » Dominant supplier to the
international flights voluntary carbon market

United States

UAE

China

United Kingdom @  VOLUME TRANSACTED IN 2015 @  VARKET VALUE IN 2015
Germany M7 COz MILLION USD

Republic of Korea

Qatar

Singapore

France

Turkey

Japan

Netherlands

Canada

Ireland

Russian Federation

Spain

—=o UNITED STATES

—=o UNITED STATES

0 20 40 60 80 O
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Carbon Offsetting and Reduction
s OScheme for International Aviation
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Carbon Offsetting & Reduction Scheme
for International Aviation X
CZRSIA

“Carbon Neutral Growth”: Target adopted by ICAOQO - International
aviation emissions above 2020 levels will need to be offset using carbon
credits

Scope: 79 States, representing 76.63% of international aviation
emissions, intend to participate in the voluntary phase starting in 2021

EUC: The Emissions Unit Eligibility Criteria were recently agreed,
along with the operationalisation of its Technical Advisory Body (TAB)

TAB: will assess carbon credit programmes seeking to supply
emissions reductions to the CORSIA market

REDD+: Many private sector organisations are pushing for REDD+ to
be eligible for compliance under CORSIA O
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International Aviation Emissions Projection™
2015 international aviation emissions: 540 MtCO, (1.5% of world CO, emissions)

1800 CONTRIBUTION OF MEASURES FOR REDUCING
INTERNATIONAL AVIATION NET CO2 EMISSIONS

1600

1400 @ Operationa[ Improvements ....................................
@ Aircraft Technology

800 Sustainable Aviation Fuels
and CORSIA

600

Carbon Neutral Growth from 2020

International Aviation Net C0Oz2 Emissions (MT)

400
2010 2020 2030 2040

Figure: ICAO °
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CORSIA: »

Carbon Offsetting and Reduction Scheme for
International Aviation

Intended global offsetting measure regulated by International Civil Aviation Organization
(ICAQO)

Requires MRV of CO, emissions by operators on all international routes
« MRV must be in place by all international operators by 2019 for baseline measurement
» Baseline will be measured as 2019-2020 average of international aviation emissions
« Annual monitoring reports are aggregated by member states and sent to ICAO

Requires offsetting of CO, emissions
« Airline operators offset emissions from international flights above 2019-2020 baseline
« ICAO calculates offsetting requirement annually

Example: individual airline

Offset requirement

International emissions year n
International baseline 2019-2020

» Emissions

* Phased implementation: adoption of Standards and Recommended Practices in mid-2018
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CORSIA: Two Phases, Voluntary and :
Mandatory

2019 2021 2024 2027
MRV Baseline CORSIA Pilot CORSIA Phase 1 >
Mandatory Voluntary Voluntary Mandatory
Pilot phase, phase 1: 2021-2027 Phase 2: 2027-2035

(Mandatory)

L4
@ CORSIA pilot participant (2021-2023)

CORSIA phase 2 participant @
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CORSIA coverage
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Requirements
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e .)_ — . Route subject to offsetting requirements

. Non-participating State in CORSIA and MRV of COz emissions

© ICA0 2018
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CORSIA Market Volume and Value N

79 pilot-phase states account for 76.63% of global international
aviation emissions are anticipated to participate (March 2019)

Exemptions:

« Small-Island Developing States (SIDS)

» Least Developed Countries (LDC)

« Landlocked Developing Countries (LLDC)

« States with international aviation activity less than 0.5% of global that
fall outside of cumulative 90% of sector activity globally (activity
measured in revenue-tonne km)

« Total CORSIA offset demand 2021-2035 projected to be:
» 3.0-4.0 GtCO, (ICAO)

O
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Top Countries in International
Passenger Kilometers

United States
UAE

China

United Kingdom
Germany
Republic of Korea
Qatar

Singapore
France

Turkey

Japan
Netherlands
Canada

Ireland

Russian Federation
Spain

@ CORSIA pilot participant (2021-2023)

20 40 60 80

International revenue passenger kilometers (billion)

World’s largest airport recently opened in Istanbul in 2018
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Backup slides
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Phased implementation
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SECOND PHASE

2027 2028 2029 2030 2031 2032 2033 2034 2035

PILOT PHASE FIRST PHASE
2019 2020 2021 2022 202: 2024 2025 2026
MONITORING,
REPORTING
& VERIFICATION
TO SET THE
S VOLUNTARY

States are volunteering to be
part of the scheme from 2021
(more States are encouraged to volunteer).

Operators flying routes between volunteering States will offset
emissions based on the average CO2 growth of the
aviation sector,

MANDATORY

With exemptions for: Small Islands, Least Developed Countries,
Land-locked Developing Countries and States which have less
than 0.5% of air traffic (although they can still volunteer).

Operators will offset
based on average CO2
growth of the sector.

Offset obligations shift to
include over 20% of
individual operator growth.

Offset obligations shift to be
over 70% based on
individual operator growth,

OVER 80% OF THE GROWTH IN AIR TRAFFIC CO2 AFTER 2020 WILL BE OFFSET

April 12, 2019
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Offsetting requirement

2021-2023

PILOT PHASE FIRST PHASE

2024-2026

2027-2029

SECOND PHASE
2030-2032

33

2033-2035

SECTORAL up to up to
component UL S 100% 100% 80% 30%
INDIVIDUAL at least at least
COMPONENT 0% 0% 0% 20% 70%

April 12, 2019
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Offsetting requirement
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HOW TO CALCULATE CO2 OFFSETTING REQUIREMENTS?

Operator’s annual emissions X Growth Factor = CO:offsetting requirements

The Growth Factor changes every year taking into account both the sectoral and the individual operator’s emissions growth. The
Growth Factor is the percent increase in the amount of emissions from the baseline to a given future year, and is calculated by ICAO.

100% 100% 100%
SECTORAL SECTORAL

SECTORAL 3

sROWTH FACTOR

2021-2023 2024-2026 2027-2029

April 12, 2019

MIN 20%
INDVIDUAL

MAX 80%

SECTORAL

S
BN

MIN 70%
INDIVIDUAL

INDIVIDUAL
GROWTH FACTOR

MAX 30%
SECTORAL

2033-2035
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