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greater than the inferred carbon stock above. In this case, that is 21 years (at which a
scaled carbon stock of 74T/ha is achieved).

The sequestration from the scaled profile at year 23 is 5.07TCO2e/ha/yr

This process is repeated at every inference area within the CTR, to give an assessed
aggregated carbon stock and sequestration rate across the CTR, against which
CCuUs are issued. All issued CCUs are traceable to this CTR for audit purposes, and to
allow any future corrections following over or under allocations, and recourse in the

event of reversals.

Segmentation and Stratification

CTR specific models may be tailored to incorporate CTR specific characteristics, and

this model tailoring may extend to distinct segments/strata within a CTR.

Within a CTR boundary the CTR may be segmented by any/all of:
e Vegetation category: This dimension is used to determine the general

eligibility of the vegetation on the land for CCUs, and the general
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sequestration rates that would apply. Areas of non-woody vegetation are
excluded from attribution.

e Species/age/height bracket: This dimension is used to refine the attributed
current carbon stock, sequestration rates, and sequestration limits for the area
in question, in addition to environmental risk factors and long term
progression potential. Areas of age/maturity such that they are deemed likely
to have been mature forest in the year 1990 are excluded.

e Environmental factors: As for species mix, this dimension is used to refine the
attributed current carbon stock, sequestration rates, and sequestration limits.
Where there are environmental factors limiting growth, sequestration rates will
be reduced, or sequestration attribution may be curtailed entirely.

e Current vegetation density: Where appropriate, the canopy cover extent may

inform the imputed sequestration rate and eligibility.

For every segment identified above, the segments may be either split into further
distinct CTR’s (for the purposes of isolation and independent management) or

combined (in aid of simplification and accuracy/repeatability of administration).

Where a certain variable/dimension or set thereof is better represented as a
continuous and varying factor within a segment, rather than a statistical attribute
associated with a segment, that value will be attributed to each point of

stock/sequestrotion calculation within the segment.

Resolution of over-attribution and over-allocation

In the event that an overallocation is made for a CTR, where the ImpliedCarbonStock
is in excess of the CurrentCarbonStock, no issuances for the CTR will be made until
that CTR achieves a CurrentCarbonStock greater than the ImpliedCarbonStock. The
period of this suspension of CCU issuances depends on the sequestration rate and
the amount by which the ImpliedCarbonStock exceeds the CurrentCarbonStock, and

may be several years. The project participant is responsible for allowing forest
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growth and carbon sequestration across the CTR to continue uninterrupted over this

period to allow the ImpliedCarbonStock to be achieved.

This situation will usually result from model imprecision, and a resulting recalibration
or methodology update. Where there has been a fall in the CurrentCarbonStock vs a
past assessment due to accidental or deliberate reversal, the appropriate reversal

response mechanisms will apply.

Resolution of under-attribution and under-allocation

In the event that an under-allocation is made for a CTR, where the
CurrentCarbonStock exceeds the LastCarbonStock by an increment greater than the
attributed sequestration for the last year, additional CCUs will be issued to address

the underallocation.

This situation will usually result from historic model imprecision, and a resulting
recalibration or methodology update, and is expected to occur regularly due to the

deliberately conservative initial issuances under the methodology.

Ongoing monitoring and verification of sequestration is undertaken on an at least an
annual basis using remote sensing data and the process described above, both as
the basis for additional attribution of sequestration for ongoing CCU issuance, and to

support the durability assurance and reversal detection processes described below.

Durability assurance

CCuUs are sold based on CO2-GWP100 equivalent warming potential, and the

obligation period for sequestration is set to 100 years. The project participant is
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contractually obligated to remediate any reversals within this period sufficient to

meet the committed term, except where guaranteed by the buffer pool.

CarbonCrop anticipates CCUs will continue to be awarded to the project and sold
through the course of the sequestration term, with ongoing
measurement/reporting/verification of the project occurring in connection with that
ongoing CCU issuance - including monitoring for and investigation of any detected
reversals, with enforcement to ensure appropriate project participant response.
Once the land achieves forest state (if it has not already), which should be within the
active monitoring period, it will be afforded protection under the NZ Forests Act as
indigenous forest, and subject to associated monitoring under legislative monitoring

pprocesses.

The registration and CCU issuance results in a binding contractual commitment
linked to the land title, and should survive ownership transfers. Obligations for
durability of sequestration for which CCUs have been issued survive any
deregistration of a CTR or termination or expiry of the project participant’s

agreement with CarbonCrop.

Buffer Pool

A standard reversal assurance/buffer pool allocation is held back from all issued
CCUs. This pool may be allocated to meet the liabilities of project participants

following a buffer pool qualifying reversal event.

CarbonCrop will maintain a limited buffer pool comprising a fraction of total CCUs
issued, as an additional provision to manage temporal mismatches between
committed/recognised sequestration and true sequestration following any reversals.
The default pool allocation is 10% of credits issued, but the required buffer allocation
for a given project may be adjusted based on the accidental reversal risk profile of

the project. A10% buffer pool has been allocated due to New Zealand’sstrong land
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rights enforcement, low illegal logging incidence, and low incidences of uncontrolled

wildfire in indigenous forest as compared to international norms.

The organisation holding the CCUs allocated to the buffer pool must maintain
accurate records for these CCUs, and establish appropriate governance processes
for their use. These CCUs must only ever be either:
e Deployed in connection with a buffer pool qualifying reversal event, or;
e Returned to the project participant for the associated CTR, in the event that a
buffer overallocation is deemed to have occurred for the project.
e Held as part of a mutual buffer for other projects under the same or related

methodologies, with equivalent limitations on use.

Buffer pool qualifying reversal event types are:
e Natural events, being Windthrow, Flood, Fire, Landslide, Erosion, Drought, Pest
activity, Disease; or

e Accidental fire

Buffer pool qualifying reversal events must be followed by an ongoing commitment
to allow regeneration and restoration of the pre-event forest state on the affected

dreaq.

For clarity, the buffer pool is intended to provide a level of collective insurance across
projects assessed under the methodology, and therefore a given buffer CCU may be
deployed in association with a reversal event from a CTR other than that in which the

buffer CCU originated and is currently sequestered.

Reversal detection

The primary reversal detection mechanism is ongoing monitoring via analysis of
remote sensing data to detect vegetation loss. This monitoring is the responsibility of

CarbonCrop, and shall be undertaken for a given CTR at least annually, usually in
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connection with an updated carbon stock assessment to support CCU issuance for
new sequestration. This is further supported by in-situ measurement points where

applicable.

It is material to the ongoing monitoring for and remediation of reversals to note that
the forests created in connection with this methodology are permanent, indigenous
forest, not intended for clear-fell logging. Once forest state is achieved, New Zealand
forest will be protected under New Zealand law through the Forests Act, in addition to

protection through the contractual commitments to the project.

Reversal response

If areas deemed for which CCUs have been allocated are cleared, or have
vegetation removed, the previously attributed sequestration for those areas is
considered reversed, and any attributed CCUs must be revoked using the agreed

reconciliation mechanism depending on the reversal trigger, these being:

¢ Inthe case of a buffer pool qualifying reversal event; the landowner is obliged
to support the ongoing restoration and recovery of the land back to a forest
state with equivalent carbon density, and will not be awarded new CCUs until
the previously assessed carbon stock is achieved. The holder of the reversed
CCuUs at the time of the reversal will be allocated substitutes from the buffer
pool to the extent they are available, with any reversed CCUs beyond the
buffer pool capacity to substitute instead being substituted by the new units
created as the carbon stocks of the CTR recover.

e Inthe event of reversal due to a deliberate act, the landowner will be obligated
to secure an equivalent volume and type (Permanent Native Forest, of the
same or higher methodology version) of CCUs to those lost through reversal
to provide as substitute for the holder of the reversed CCUs at the time of the

reversal.
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The auditability, traceability, and reproducibility of sequestration attribution under
the methodology is an important aspect of delivering high integrity sequestration.

The methodology achieves this through sequestration verification and CCU tracing.

Sequestration Verification

The CTR boundaries and attributed sequestration rates by year must be made
available for independent third-party review and audit purposes as required, and will
include at minimum the following:

e The boundary of each CTR

e Recent aerial imagery of each CTR

e The areas within each CTR to which sequestration has been attributed

e The total CCUs issued to each CTR, by year of issue

e The estimated total carbon stock of each CTR according to this methodology

(including stocks accrued prior to CTR registration).

e The current methodology version for the CTR.

It is anticipated that future versions of this methodology will further require field
audits of a random sample of projects, and that any credits issued will be subject to
those terms following CTR methodology version migration; however, the details of a

random sample audit are not yet final.

Carbon Unit Tracing

Mechanisms of Trade/transaction for the CCUs resulting from this methodology is
outside the scope of the methodology itself; however, the CCUs issued have several

mechanisms to support robust trading.
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To support the integrity of the CCUs, especially with regard to double counting risks,
the CCUs should only be traded on exchanges and registers that robustly prevent

multiplicity.

CCuUs issued under this methodology must:
e Indicate the issuer of the CCU (Issuer)
¢ Indicate the unique (to the Issuer) ID of the CTR with which the CCU is
associated
¢ Indicate the unique (to the Issuer) ID of the credit.
The issuer must maintain a register indicating:
e The spatial and temporal extent of each CTR

e The Landholder currently responsible for each CTR

Transactions and trading of CCUs are anticipated to be conducted through third

party marketplaces and registries designated as an Approved Provider by the Issuer.

This methodology and the models which inform it has been prepared based on best
practice and knowledge as at the date they were prepared. The methodology and
the models which inform it are under active development and refinement, in support
of the principles of the methodology as outlined, and therefore, there may be some

limitations to this methodology from time to time.
It is expected that new versions of this methodology will result in, among other things,
changes in the carbon sequestration attributed to given CTR'’s, and increases in the

level of confidence relating to the accuracy of CTR/CCU assessments.

Each CTR will be tagged with the methodology version under which its associated

CCuUs have been attributed and issued. On the release of a new methodology,
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project participants will have the option of adopting the terms of that new

methodology for their CTR's.

Where the project participant adopts the new methodology, both current and legacy

CCUs for the CTR will be recertified under the new methodology, indicating their
integrity under that methodology. Where a new methodology is not adopted by a
CTR, no further CCUs will be issued, and the currently issued CCUs may be viewed

more cautiously by the market; however, in either case the project participant’s

durability obligations for issued CCUs under the relevant methodology will remain.
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