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The Environmental Finance Lecture 
Series at JSGEE

Monday 26th June 
● Challenges in the Australian Electricity Market

● Tuesday 27th June 2023 
● Survey of Environmental Finance  

● Thursday 29th June 2023
● Global energy transformation issues, and the what the IEA reports tell us

● Wednesday 19th July 2023
● Introduction to the Taskforce for Nature related Financial Disclosures (TFND)

● Wednesday 26th July 2023    THIS LECTURE.←
● Market examples from carbon/biodiversity markets

●



3

Who am I to be talking 
about all this ?

IN THE PAST
● Australian Financial Markets Association Electricity and 

Environmental Products Policy Officer   
● Developed a lot of data services and documentation

● Senior Lecturer / Founding Director University of New 
South Wales Centre for Energy and Environmental 
Markets

● Director in Macquarie Bank Climate Change team
● CEO of NextGen Brokerage

AND TODAY
● Visiting Professor JGSEE 
● Founder and Director, Aton Consulting 

● Currently (among other things) advising NSW Department of 
Environment and Australian Grains Research Development Corporation

● Co-founder of Skjander Partners 
● Biodiversity and carbon investment management



“Environmental Finance” in a page
(all these dot points covered in previous lectures)

Debt defined by “Use of Proceeds”

● Green Bonds

● Blue Bonds

● Green Loans,

Debt defined by “Use of Proceeds and Achievement”

● Social Impact Bonds

● Sustainability Linked Bonds

 

Equity or other investments 

● ESG ratings (On general or specialist funds)

● Biodiversity Funds

● Carbon Credits (Voluntary, Mandatory)

● Biodiversity Credits (Voluntary, Mandatory)

● Nature Repair Market (?)

● Impact Investors

 

  

 

 

● Discounted loans

● Valuing Resilience

● Natural Capital Accounting

● Impacts on Valuations

● Assessment of Risks

● Changes in Management

● TNFD

● Accounting Standards
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TODAY



Mandatory (v’s Voluntary) Markets

For carbon there are an 
increasing number of 
mandatory / 
government backed 
schemes.

Voluntary carbon 
remains an active 
market.

In biodiversity there are 
a small number of 
government backed 
schemes, and voluntary 
standards are less 
comprehensive.

https://carbonpricingdashboard.worldbank.org/



Voluntary markets for carbon
Approx. 400 projects use Ag Land Management methodologies in 22 countries, 
including developed countries

Including Australia

6



7



Voluntary markets for carbon

Verra has developed several methodologies that apply to agriculture and address various aspects of sustainable land 
management and agricultural practices:

1. VCS Agriculture, Forestry, and Other Land Use (AFOLU) Standard: This standard provides a framework for 
quantifying and verifying greenhouse gas emission reductions or removals from agricultural and forestry projects. 
It covers activities such as agroforestry, sustainable land management, and soil carbon sequestration.

2. VCS Agriculture, Forestry, and Other Land Use (AFOLU) Module: This module provides specific guidance and 
requirements for accounting emissions and removals in agricultural and land use projects under the VCS 
framework. It addresses issues like baseline determination, additionality, leakage, and monitoring.

3. Sustainable Agriculture, Forestry, and Other Land Use (AFOLU) Practices: Verra has developed several 
methodologies that focus on specific sustainable practices within the agriculture sector, such as Sustainable Rice 
Cultivation, Improved Manure Management, and Livestock Management.

4. SD VISta: The Sustainable Development Verified Impact Standard developed by Verra provides a framework to 
measure and report the social and environmental impacts of projects across various sectors, including agriculture. 
It can be applied to assess the sustainability performance of agricultural projects and initiatives.
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Voluntary markets for carbon

Verra standards for generation of voluntary carbon credits via Ag Land Management methodologies

Code Name Implementation looks like Projects

VM0022 N2O Emissions Reductions in 
Agricultural Crops… 

Nitrogen fertilizer rate reduction 1 project in USA

VM0032 Methodology for the Adoption of 
Sustainable Grasslands through 
Adjustment of Fire and Grazing

Altering fire frequency and/or intensity, (eg, shifting from late season to early 
season burning or changing prescribed burn schedules from one every other 
year to one every five years) in ways that increase carbon inputs to soils.  

1 project in Kenya

VM0042 Improved ag. land management.
(replaces VM0017)

Practices include, but are not limited to, reduced tillage and improvements in 
fertilizer application, biomass residue and water management, cash and cover 
crop planting and harvesting practices.

77 projects including in 
USA and NZ

VM0044 Biochar utilisation on soils and non-
soil applications

Conversion of waste biomass into biochar at new biochar production facilities. 
Eligible soil applications include crop- and grasslands.

New method - none 
identified

VM0046 Reducing food loss and waste Any activity that keeps food in human supply chain. Can be applied to farms, 
food processing facilities, retailers, food services/hospitalities, and households.

New method - none 
identified

AMS-iiii.AU Methane reduction via water 
management in rice cultivation

Management of frequency and consistency of crop flooding. Designed to be 
used as small (farm) scale.

Nearly 300 projects in 
China and India 

9



10

Growth in “biodiversity” funds

https://www.environmental-finance.co
m/content/analysis/biodiversity-fund-as
sets-triple-in-2022-to-nearly-$1bn.html

These are funds 
with an equity 
screen of some 
kind

https://www.environmental-finance.com/content/analysis/biodiversity-fund-assets-triple-in-2022-to-nearly-$1bn.html
https://www.environmental-finance.com/content/analysis/biodiversity-fund-assets-triple-in-2022-to-nearly-$1bn.html
https://www.environmental-finance.com/content/analysis/biodiversity-fund-assets-triple-in-2022-to-nearly-$1bn.html
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An example themed investment fund

Co-optimising real assets

Paying a financial OR an 
environmental return

(Note Pollination was involved in 
the Pakistan Blue Carbon Project)
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Delta Blue Carbon Project Pakistan

https://carbonmarketinstitute.org/proj
ects/delta-blue-carbon-project-sindh/

Buyers are claimed to be “commercial in confidence” on the CMI site, 
but are readily extracted from the Verra registry.

Case study: 
Project

Delta Blue Carbon – Pakistan, Mangroves

Target Protect the Indus Tidal wetlands and deliver 
significant social health benefits to local 
community

Validation Climate, Community and Biodiversity Standard, 
Verified Carbon Standard VERRA

Size 224,000 ha

Credits issued 3.15million

Outcomes Environmental Finance award 2022, created 
21,000 jobs, planted 86,409 hec and removed 
an estimated 142M/TCo2.  Estimated last sale 
price at $USD27.80 per credit in 2022

Proponents/
Partners

Microsoft, Pollination, Carbon Growth 
Partners, Silverstrum

https://carbonmarketinstitute.org/projects/delta-blue-carbon-project-sindh/
https://carbonmarketinstitute.org/projects/delta-blue-carbon-project-sindh/
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Another blue carbon project (less 
financially successful it would appear)

Extracted from Verra registry
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Global distribution of Blue Carbon 
Projects

Extracted from: D. A. Friess, J. Howard, M. Huxham, P. I. Macreadie, and F. Ross, 
“Capitalizing on the global financial interest in blue carbon,” PLOS Climate, 
vol. 1, no. 8, p. e0000061, Aug. 2022, doi: 10.1371/journal.pclm.0000061.



Another example themed investment 
fund (Kilter Rural)

Co-optimising real assets
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Regulatory markets for carbon in Australia related to
Agriculture specifically

Of a total of 1850 ERF registered projects, 514 employ agricultural 
methods, 127 possibly relate to grains:

Activity No. projects No. credits

Beef Herd Management 286 1025537

Dairy Manure Management 1 0

Effluent Management 14 287468

Pasture Management 38 0

Piggery Management 10 820905

Soil C from Grazing 38 1904

Fertiliser Management 123 0

Nutrient Management 2 0

Soil C via Irrigation 1 0

Soil redistribution 1 0
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Biodiversity Credits
●The 7-19th December 2022 UN Biodiversity Conference (COP15) concluded with 

global pact to protect biodiversity.  Australia, the US and the EU have ratified 
the targets (as have many other countries).

●Includes an explicit target to have 30% of Land and Sea under some form of 
conservation by 2030.

●In the Australian context, compared to the current size of National Parks, this 
implies at least a 3x increase in conservation activity in Australia, much of 
which will need to be on private land. 
●(National Parks cover 8% of Australia.  55% is under some kind of private 

ownership)
●Plans for the further development of environmental finance to make the 

enormous investments required to meet these goals.  
●Biodiversity markets will likely be significantly larger than Carbon 

markets by 2030.
●Australia and the United States have committed to coordinating their policies, 

and Australia has already announced it will launch a national biodiversity 
“Nature Repair Market” scheme.  (Draft legislation has been released)
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Australian Nature Market Repair bill

This is very much a work in progress

It is unclear where the demand side of the “Market” will be, although noting policy commitments made, it 
could be quite large.

Instrument appears to be a single farm-wide certification.  This is unlikely to be the form that ultimately 
becomes a “market”

Unclear currently exactly what opportunities it directly presents for Grains producers.
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Voluntary markets for biodiversity

“Verra is developing a biodiversity methodology in its 

Sustainable Development Verified Impact Standard (SD VISta) Program. This new methodology will 

enable the independent assessment and verification of the real-world biodiversity benefits and 

certification of nature-positive investments. The development of this methodology will be supported by 

the SD VISta Nature Framework Advisory Group, which includes leading conservation NGOs and 

biodiversity experts motivated to close the biodiversity finance gap.

Project developers will be able to use the methodology to quantify the biodiversity benefits of their 

conservation and restoration activities. Once a project has been verified using SD VISta’s world-leading 

systems, companies can purchase the resulting biodiversity credits to invest in biodiversity and progress 

their nature-positive commitments.”
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https://verra.org/programs/sd-verified-impact-standard/
https://verra.org/programs/sd-verified-impact-standard/
https://verra.org/programs/sd-verified-impact-standard/
https://verra.org/about/overview/advisory-groups-committees/
https://verra.org/about/overview/advisory-groups-committees/
https://verra.org/about/overview/advisory-groups-committees/
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An example Land Based Carbon Deal

Tuff here.
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So where is it ???
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My deal notes at the time….

1,600,000 ACCU’s registered for a permanence period of 25 years. 
330,000 ACCU’s under contract with the Clean Energy Regulator for a 10 year contract 
worth $3,291,000 at $14.25 per ACCU.
A further 1,270,000 ACCU’s are uncontracted under an Optional Delivery Contract.

It had been a sheep station for most of its agricultural existence but an accountant in 
Perth purchased the property recently to take advantage of the carbon market. 
The highest offer received to date is $7.5m but the vendor will not sell for less than $10m. 
The information pack suggests that the 25 year ACCU income stream could total $44m - or 
$1.76m per annum (basic straight line assumptions) which would generate a nice return 
for this asset. 
It feels like the carbon returns for this asset are somehow more attractive than growing 
trees - although the capital gains on the land may not compare.



An example biodiversity credits deal...
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Some approximate turnovers

● NSW BOS (21/22) - $100M (almost entirely compliance)
● ACCU the total value of the secondary market (excluding ERF 

deliveries) - approximately $200 million over 2022
● LGC Market (21/22 validated, at (say) $50) – approx $1.5B
● Australian Green Bond Issuance (22 YTD) – approx $4.6B ($6B full 

year)  (*)

● The largest single use of funds being renewable energy infrastructure, along with funding of rail infrastructure.

● Global Green Bond Issuance (22F) - $850B 
● (+500B Social/other bonds) (**)

(*) https://www.bloomberg.com/news/articles/2022-08-20/climate-action-to-spur-australian-green-bonds-to-record-year

(**) Environmental Finance Magazine, Biodiversity Insight 2021.

https://www.bloomberg.com/news/articles/2022-08-20/climate-action-to-spur-australian-green-bonds-to-record-year
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Market this year proving harder to transact 
for ESG/Natural Capital themed funds...

2023 commenced with a number of new entrant 
funds (and established players) attempting to 
launch.

Several seemed to offer a “co-optimisation” model.
● Raises interesting questions about assumed 

valuations on the various possible revenue streams.
● Absent liquid markets, valuations are inherently 

subjective.
● Wide range of “product” in the markets, which can 

be blended in a wide range of ways….
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But platform plays seem to be proceeding...

Xpansiv raises a further USD 
400M  (Aug 2022)
● Global carbon trading / environmental 

commodities platform (grew out of the 
H2Ox water trading platform)

● Busily making acquisitions of brokerages 
and other platform providers.

Aust Govt Carbon Exchange
● Ran RFP process which (according to 

public website) is now in evaluation 
stage.  Public timeline anticipates 
contract finalisation in late 2022.
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A personal view ….

Biodiversity markets feels a lot like (early) 2007 in the carbon markets …
Lots of talk, and active policy development but in most areas hard to actually do deals 
at scale.
● Having raised money, it has to be sensibly deployed
Issues around definitions, multiple competing standards, availability of data, 
transaction costs.  Multiple groups running at all these problems, but still not clear 
Issues of credibility
● ASIC and SEC both active in the “ESG Claims” space.
Issues of legitimacy
● Political pushback
Issues around how to “co-optimise” and how to “stack”.
Some parts of “ESG” markets more generally seem to be slowing as economic issues 
become more pressing


	Slide 1
	Slide 2
	Slide 3
	Slide 4
	Slide 5
	Slide 6
	Slide 7
	Slide 8
	Slide 9
	Slide 10
	Slide 11
	Slide 12
	Slide 13
	Slide 14
	Slide 15
	Slide 16
	Slide 17
	Slide 18
	Slide 19
	Slide 20
	Slide 21
	Slide 22
	Slide 23
	Slide 24
	Slide 25
	Slide 26
	Slide 27

