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Pbj. C.6 Strategy document for the adoption of the voluntary CC market from
P.oceanica and Signing of 6 CC purchase agreements - where do we stand (as of June
2023)

In 2022, the consortium developed the Standard Manual for Carbon
Estimation from P. oceanica, derived from the standardization of the carbon
sink calculation methodology developed in Action C1 (Deliverable C.1.1
Standard protocol Sea Forest). This document will serve as the future
methodology for the calculation of carbon credits derived from the
preservation of P. Oceanica in the targeted pilot sites.

The consortium has also developed the relevant guidelines for the
establishment of an independent standard in charge of issuing andmanaging
the credits issued according to the methodology abovementioned - named
“Standard Manual for Carbon Estimation from P.oceanica”. The proposed
standard was set to ensure the credibility and transparency of the system
over time; and it was designed so as to adhere to the basic principles in line
with the provisions of the main existing standards and guidelines for the
assessment and certification of environmental sustainability for the
implementation of voluntary programs aimed at reducing greenhouse gas
emissions or increasing carbon removals. It is important to note that, when
developing the architecture of this standard, a number of relevant
methodologies were taken as references, including the Italian Codice
Forestale del Carbonio (CFC), a voluntary tool that provides an outline for
projects useful for generating and selling credits; the Coastal Blue Carbon
Manual (Howard et al., 2014); VCS VM0033 Methodology for Tidal Wetland and
Seagrass Restoration; Supplement to the 2006 IPCC Guidelines for National
Greenhouse Gas Inventories: Wetlands (Hiraishi et al., 2014); VM0007 REDD+



Methodology Framework (REDD+ MF) and VMD0007 - Estimation of baseline
carbon stock changes and greenhouse gas emissions from unplanned
deforestation and unplanned wetland degradation.

However, as emerged during the development of the methodology and the
analysis of the baseline and project scenario, the amount of carbon credits
that could potentially be generated by the practices and case studies
resulting from the application of the methodology identified in the project
scenario are limited. This makes it financially not attractive and feasible to
establish an independent registry and the complex functioning mechanisms
that would ensure it to be independent, credible and reliable.

The opportunity offered by the National Standard for the Voluntary Carbon Market
Simultaneously with the project implementation, the Italian Government has
advanced on its path towards the establishment of a National Standard for the
Voluntary Carbon Market. On the 24th of April 2023, the Italian Parliament has
approved the law establishing the future Registry and has assigned the
Research Council for Agriculture and Agrarian Economy (CREA) the task to
establish the public registry for carbon credits generated by the voluntary
carbon market (VCM) from agroforestry practices named “Codice Forestale
del Carbonio”. This new public registry offers a valid alternative to the
establishment of an independent one run by the consortium.

In line with what happens with other national registries in other EU countries
such as the Label-Bas-Carbon (France) or the Wald Klima-Standard
(Germany), the future registry is expected to cover multiple methodologies
and practices and being managed so to ensure the right level of credibility and
independence. This is why, the strategy of the consortium now aims at
advocating CREA for the adoption of the Posidonia Oceanica methodology
within the framework of the future public registry.

At the international level there are currently also several initiatives targeting
to raise the quality of the carbonmarket both related to the carbon standards



as well as the claims made by the companies using the carbon credits for
offsetting purposes. The evolution of these approaches, like the future
guidelines provided by The Integrity Council for the Voluntary Carbon Market
will lead the future development of the sector and it is essential to reflect the
outcomes of these initiatives like the Core Carbon Principles also at national
and regional level.

Incorporating the Posidonia Oceanica Methodology under the new National Registry
As of August 2023, CREA is coordinating the different Ministerial units
(comprising both the Ministry of Environment and the Ministry for AGriculture
and Forestry) and has 180 since the law enforcement to submit the
Implementing Decree that will make the Standard operational.
Given limited time available, CREA was not able to launch a public
consultation over the new standard. However, the consortium has established
a dialogue with CREA to advocate for the importance of the inclusion of other
NBS methodologies, including blue carbon one. To this end, DREAM and the
other partners will submit an ad hoc letter to CREA.

By October, the implementing decree and guidelines for the Standard will be
released. According to CREA’s timeline, the Standard should be operative as
of Q1 2024. This leaves an important room for maneouvre for the Consortium,
who will further intensify the effort for the inclusion of the Posidonia
Oceanica methodology into the future registry. Simultaneously, the
consortium - through CMCC - will review the methodology developed under
SeaForest project, to make sure it comply with the main requirements
foreseen in the registry guidelines and adapt it if necessary. However, given
that the first draft of the COdice Forestale del Carbonio issued by CREA was
amongst the document that served as a reference for the methodology and
standard proposed by the consortium, we are confident no major changes
should be necessary.

Towards the 5 Emission Purchasal Agreements



The consortium therefore expects its methodology to be available under the
new public registry. This means that from Q2 2024 Carbonsink will be able to
start working for the negotiation and development of the 5 Emission
Reduction purchasal Agreements with the 5 pilot sites, the needed
commercial step that will precede the development of the project design
documents and consequent subscription of the project under the standard
for future validation and verification of the credits. Equally important, the new
methodology will be available for other stakeholders to apply with their own
projects, hencemaximizing the impact of SeaForest project.

In case the proposal to adopt the Posidonia Oceanica methodology under the
new standard is rejected by the competent authority or if the scope of the
new registry will not cover NBS practices other than the forestry and
agricultural sector, then the consortiumwill work to identify other registries -
equally eligible under the new EU Carbon Removal Certification Framework -
that may be willing to adopt the methodology.

Following the registration, validation of the pilot projects under the national
VCM standard, the credits verified by the projects will be transacted on the
dedicated SeaForest LIFE national trading venue, which will also serve as a
tool to promote the credits on the local/national market, hence facilitating
their sales; and where emitting companies will have the opportunity to
purchase credits generated from GHG removal projects located in the a local
market where the issuing entity has the opportunity to offset its emissions
through climate gas absorption and reduction activities that are carried out in
the immediate vicinity.

Carbonsink’s Carbon Market Trend Analyses highlight how prices in the VCM
have softened in 2022 and early 2023 - compared with highs of 2021 - but
remain higher than the 5 year long-term average. Demand data signals the
need for carbon credits as a vital tool in the transition period especially in the
years to 2030. To this end, leading initiatives such as the Science Based
Targets initiative embrace carbon credits as a vital instrument in this



transition period, particularly in the years to 2030 when net zero targets are
still far off for most companies and our window to prevent catastrophic
climate change remains open1.

1 Sources: Forest Trends’ Ecosystem Marketplace. 2022. The Art of Integrity: State of Voluntary Carbon
Markets, Q3 Insights Briefing. Washington DC: Forest Trends Association



When it comes to Nature-Based Solutions credits - which are those projects
developed to protect, sustainably manage, or restore natural ecosystems,
market are witnessing soaring demand, crucial for achieving net-zero
emissions by 2050. In 2021, carbon credits from such projects constituted
over 66% of the transaction value in voluntary carbon markets, reaching
nearly $2 billion - more than tripling since 20202.

In the Italian context, demand for national carbon credits is very high, and
most Carbonsink’s client express the desire to purchase high-quality italian
credits.

2 Source: carbonstreaming.com



This is why we have reason to believe that the credits generated by the pilot
projects will be easily sold. It is inevitably too early to say to define the price at
which credits from the future Italian VCM standard will be transacted.
However, in a context where credits from European nature-based solution
projects from ICROA-endorsed standards are exchanged at 32-40 €/VCU, we
have reason to believe that credits from the future Italian standard will be
transacted at a slightly lower price, likely between 25-30 €. If this analysis is
proved correct, the expected 5984 VCU generated by the pilot site, may
translate into up to 170,000.00+ € projects’ revenues. This revenues could
significantly support the effort undertaken by the pilot sites in preserving
their P. Oceanica as well as encourage new sites to propose similar projects
under the same methodology and standard. In so doing, the impact of the
project should expand well beyond the project boundaries.


