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Carbon developer ecosystem: a highly fragmented
market that is evolving quickly

2022 saw a real appreciation for the work of carbon project
developers from the perspective of the investor community,
resulting in what we believe will be a record year for the number of
funding announcements into the space. Despite the strong growth
signals in carbon credit generation, 2022 has also been a year of

wavering demand for the Voluntary Carbon Market (VCM).

Corporate buyers continue to be on the sidelines, seemingly
waiting for clearer guidance on quality and claims and less policy
uncertainty. Despite the turbulence, the message from developers
and investors is clear: If projected demand for voluntary carbon
offsets is to be met, the time to accelerate funding for carbon

credit generation is now.

Abatable estimates that 2022 recorded over $10bn worth of
investments (across more than 65 announced deals) into carbon
credit generation unlocking the market'’s potential to scale the
supply of credits. Such a significant increase in carbon credit
generation may require rethinking the long-term implications for

pricing, demand, and supply dynamics in the VCM.
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$10bn+ worth of transaction into upstream
investments (carbon credit generation) in 2022

Stepping into 2023, we are excited to be publishing our second
edition of the Carbon Project Developer Ecosystem Report after
our successful 2021 report. This year’s report highlights how the
developer ecosystem is fundamentally changing. Whilst remaining
a highly fragmented market dominated by local players, the
broader availability of financing options has allowed experienced
developers to upsize their ambitions and execute expansion plans
into new project types and adjacent regions. Other key trends in
2022 included a wider movement of players from country-specific
into global operators and the very first signs of market
consolidation with the percentage of historical issuances in the
Top 15 developers (across all project types) increasing slightly from
2021 to 2022. Throughout 2022, significant M&A activity was
announced. Notable transactions include South Pole acquiring
three companies (including Italian-based carbon developer,
Carbonsink), the acquisition by Mitsui of global forestry developer

and investor New Forests, and the acquisition of Radicle by

Canadian bank BMO. Other notable announcements were made by
private equity firm TPG on the creation of Anew Climate from the
merger of US-based developers Bluesource and Element Markets,

and the launch of Rubicon Carbon, a new carbon platform.

This fast-evolving landscape is starting to see a higher level of
competition for access to developers, with a greater risk appetite
from corporates and investors for projects at the earlier stages of
development in exchange for larger discounts on carbon credit

prices secured by multi-year partnerships. As highlighted in one of

our recent articles, the carbon finance model is changing

alongside the Carbon Project Development Curve. As larger

corporate and carbon funds are participating in the earlier stages
of project development, we expect this could result in a
diminishing role for standardisation, carbon pooling, or traditional

financial intermediation in this market.

First signs of M&A led market consolidation as
% of issuances in top 15 developers increased
compared to 2021
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Carbon developer ecosystem: a highly fragmented
market that's evolving quickly (cont.)

Many new players have entered the market this year,
encompassing more than 180 new developers across the four
established carbon registries, contributing 500 new projects that
are expected to result in an estimated 100 million nhew carbon

credits in annual issuances.

180 new developers contributing 500 new
projects for over 100MtCO2e of annual volume

Through a close collaboration with developers and meticulous
analysis of the market, Abatable has come to appreciate the
multifaceted roles that developer’s play. A developer is often
understood as a project implementer who implements, verifies, and
issues carbon credits. However, that model has evolved over time
to include carbon consultancy firms who support implementation
partners with carbon asset development - in some cases, helping
those with access to finance and facilitate carbon credit sales to
corporate buyers. In 2022, the expansion of our research identified
a nhew category: “aggregators”, or firms who use digital solutions to
develop diversified carbon portfolios and work as incubators by

supporting the development of projects through
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financing and geospatial Monitoring, Reporting and Verification
(MRV) solutions. Such new players include companies who may
have started as nature-based MRV providers (e.g. Boomitra,
Pachama, and Revalue Nature) but have since taken a greater role
in carbon project development. We are also pleased to see more
Carbon Dioxide Removal (CDR) technology companies now list
projects under established carbon registries in an effort to
increase their corporate buyers’ access outside of self-verified

credit sales.

Looking ahead, we are excited to see what 2023 has in store for
the carbon developer ecosystem. While market forces suggest an
economic slowdown, it remains to be seen how short-term
dynamics may play out at the intersection between supply and
demand in the VCM. We expect a slowdown in financing activity in
2023 whilst investors are seeking more clarity on the ability of the
market to sustain price premiums relative to maturing VCM
benchmarks. Such clarity can also be found in climate legislative
frameworks and policies shaping up over the course of the year,
allowing the market to overcome the existential threats that it is

currently facing.

About the authors

Maria Eugenia Filmanovic

Maria is a co-founder of Abatable. Prior to Abatable, she
worked as a Vice President at Goldman Sachs and advised
large corporates and institutional investors on nature-based
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About this report

This report analyses aggregate data across project developers
which report to the four major registries — Verra's Verified Carbon
Standard (VCS), Gold Standard (GS), Climate Action Reserve (CAR)
and American Carbon Registry (ACR).

We lay out key developer-level observations and discuss possible

implications for the voluntary carbon markets (VCM).
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Unlike other research reports, we have looked at the voluntary

carbon market (VCM) through the lens of the carbon project

developer, putting aside any project- or registry-specific profiling.

Data sources include the Berkeley Carbon Trading Project and
Abatable's proprietary data. Key observations are based on
conversations with a network of project developers over the last

year.
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The State of the Carbon Developer Ecosystem in 2022

The carbon developer ecosystem continues to ~2120 +180 $1 0 B+

expand due to Strong Investment aCtIVIty Total developers tracked New developers added in 2022 Worth of investments announced

The carbon developer ecosystem remains highly fragmented Largest carbon developer ecosystems are in Asia, Africa and the Americas

Europe

North A i
orth America (+42.9% YoY)

Top 100 developers = 68% of all __ (+6.4% YoY) e
historical issuances (+7.5% YoY)

Vs 69% in 2021
‘ Middle East & Africa
(+12.0% YovY)

Central & South ‘
America
(+5.0% YoY) Oceania & Other
(+15.8% YoY)

Total credits issued (MtCO,e)

1000

Number of project developers

Source: Abatable analysis, total number of developers includes only data across four carbon registries (ACR, CAR, VCS, GS) as of November 2022. Data does not include data from regional registries, which may increase the number of project developers by region. For
illustrative purposes only. Our chart intends to show directionally the level of the maturity of the developer ecosystem by region based on the existing dataset. Note that several developers may have a track record of projects being developed in multiple regions and may
appear several times in the count by region. Year on Year (YoY) growth data is compared against December 2021.
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Key observations on the State of the Carbon Developer Ecosystem in 2022

First signs of developer ecosystem
consolidation

The developer ecosystem remains highly fragmented
between a few large players and a long list of small, regional
players. Despite this, for the first time, the ecosystem
started showing signs of market consolidation in 2022, with
the percentage of historical issuances in the Top 15
developers (across all project types) increasing by one
percentage point, from 34% in 2021 to 35% in 2022. Notable
transactions include acquisitions of North American
developers such as Radicle and New Forests, South Pole’s
acquisitions of three companies, and the merger of Blue

Source and Element Markets by private equity firm TPG.
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Development portfolio expansion
and diversification

In 2022 alone, Abatable estimates that approximately 180
new developers listed projects on the four primary
registries, with only a minority due to the conversion of old
CDM projects. Each developer contributed an average of 2.8
new projects during 2022. This trend highlights an
accelerated supply build-up and a broader diversification of
developers’ portfolios from single project owners and hyper-
localized players into globally diversified development
portfolios. Developers who have gone to market with a

portfolio approach, have also secured more funding.

Dominance of new agriculture and
cookstove projects

Sustainable agriculture project developers contributed the
most projects and total historical issuances with triple-digit

YoY growth compared to 2021.

Clean household device developers saw the most

considerable contribution by number of new projects added
to the registries in 2022, with over 50% YoY growth to 2021
levels. We observed an expansion of cookstove developers’
portfolios in Africa and India. Notable developers seeing an
expansion of their projects include C-Quest, UpEnergy, and
Burn Manufacturing, all of which secured extensive funding

in 2022 to accelerate growth.
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