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A warm welcome to the following Net-Zero Asset Owner Alliance webinar:
Untangling carbon markets: How carbon allowances differ from offsets 

We will start shortly!



Agenda
Welcome & opening
Elke Pfeifer, Senior Project Manager – NZAOA

1. Understanding the difference between carbon allowances 
and credits/offsets 
Mark Lewis, Head of Climate Research – Andurand Capital LLP

2. EU Carbon Allowances (EUAs) 
Mark Lewis, Head of Climate Research – Andurand Capital LLP

3. The impact mechanics of EUA investing 
Jan Ahrens, Chief Product Officer – SparkChange

2



Section 1 – Understanding the difference 
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&
Section 2 – EU Carbon Allowances (EUAs)
Mark Lewis, Head of Climate Research – Andurand Capital LLP
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Disclaimer
This document is a confidential document produced and distributed by Andurand Capital Management LLP (“Investment Manager” or “ACMLLP”) and intended solely for the addressee. The Investment Manager, together with Andurand
Capital Management Ltd (the “Manager), are collectively referred to as “Andurand Capital”. This document is not intended for public use or distribution and may not be published or distributed without the express written consent of
Andurand Capital. This document includes market commentary and is not intended as marketing material in relation to any funds managed by Andurand Capital.

This document shall not constitute an offer to sell or the solicitation of any offer to buy any interest in any of the funds managed by Andurand Capital, including Andurand Climate and Energy Transition Fund (the “Cayman Feeder” or
“ACETF”) and Andurand Climate and Energy Transition Fund L.P. (the “Delaware Feeder” or “ACETFLP”), collectively the “AIFs” or the “Funds”), and may not be relied upon in connection with any offer or sale of securities. Such an offer or
solicitation may only be made at the time a qualified offeree receives, and pursuant to, a confidential Private Placement Memorandum and related documents including a Subscription Agreement, Limited Partnership Agreement (where
applicable) and Articles of Association, and any additional documentation required pursuant to the respective regulatory framework (collectively, the "Offering Documents") and in the case of any inconsistency between the descriptions
or terms in this document and the Offering Documents, the Offering Documents shall control. Interests in the Funds shall not be offered or sold in any jurisdiction which such offer, solicitation or sale would be unlawful until the
requirements of the laws of such jurisdiction have been satisfied.

An investment in any of the Funds is speculative and involves a high degree of risk. The information contained herein is strictly confidential and is only for the use of the company, firm or individual to whom it is sent. The information
contained herein may not be reproduced, distributed or published by any recipient for any purpose without the prior written consent of Andurand Capital. Under no circumstances should its existence be disclosed or its contents
discussed with any third party, nor is it to be used for any other purpose.

In addition, because this communication is preliminary and a summary only, it may not contain all material terms, including important conflicts disclosures and risk factors associated with an investment in the Funds; and this
communication in and of itself should not form the basis for any investment decision. The values of any indices and the details of any strategies detailed herein are for informational purposes only and their accuracy or appropriateness is
not guaranteed in any way. Andurand Capital and the Funds accept no liability for, the accuracy, validity, timeliness or completeness of any information or data (whether prepared by Andurand Capital or by any third party) for any
particular purpose or use or that the information or data will be free from error.

Andurand Capital is not acting and does not purport to act in any way as an advisor or in a fiduciary capacity vis-a-vis any investor in the Funds. The views and strategies described herein may not be suitable for all investors. Under no
circumstances is this document to be used or considered as legal or investment advice, a recommendation to buy, an offer to sell, or a solicitation of an offer to buy or sell securities and investors are advised to consult a stockbroker or
other professional adviser for advice. Any client who subscribes, or proposes to subscribe , for an investment in any of the Funds must be able to bear the risks involved and must meet the Fund’s suitability requirements. We accept no
liability whatsoever for any direct or consequential loss arising from any use of this material or its contents. The information is intended solely to describe investment strategies and potential opportunities identified by Andurand Capital.
Any projections, market outlooks or estimates in the document are forward-looking statements, are based upon certain assumptions, reflect the views of Andurand Capital and should not be construed to be indicative of the actual events
which will occur. Opinions and estimates offered constitute Andurand Capital’s judgment and are subject to change without notice, as are statements of financial market trends, which are based on current market conditions. We believe
the information provided herein is reliable, but do not warrant its accuracy or completeness. As such all information contained in this document is subject to updating, completion, modification and amendment. Each of Andurand Capital
and/or the Funds may without notice modify its investment approach and portfolio parameters in the future in a manner which it believes is consistent with its overall investment objectives. Andurand Capital and the Funds accept no
liability for, the accuracy, validity, timeliness or completeness of any information or data (whether prepared by Andurand Capital or by any third party) for any particular purpose or use or that the information or data will be free from
error.

References to specific securities and their issuers are for illustrative purposes only and are not intended to be, and should not be interpreted as, investment advice or a recommendation, offer or solicitation for the purpose or sale of any
financial investment. This document does not constitute tax advice and as such investors are advised to consult their own tax advisers regarding the tax consequences of their investment activities. Investment return and principal will
fluctuate and investments may increase or decrease. Therefore, it is strongly suggested that the reader seek his or her own independent advice in relation to any investment, financial, legal, tax, accounting or regulatory issues discussed
herein. Directors, officers and employees of the Funds, and Andurand Capital accept no responsibility for any losses resulting from the use or transmission of the data or views represented in this document.

Any research in this document has been obtained andmay have been acted upon by Andurand Capital for its own purpose. The results of such research are being made available as additional information and do not necessarily reflect the
views of Andurand Capital. Any forecasts, figures, opinions, statements of financial market trends or investment techniques and strategies expressed are, unless otherwise stated, Andurand Capital’s own at the date of this document.
They are considered to be reliable at the time of writing, may not necessarily be all inclusive, and are not guaranteed as to accuracy. Theymay be subject to change without reference or notification to you.



Andurand Climate and Energy Transition Master Fund’s (the “Master Fund”) investment program will involve, without limitation, risk associated with possible limited diversification, leverage, volatility tracking risks in hedged positions,
security borrowing risks in short sales, credit deterioration or default risks, systems risks and other risks inherent in the Master Fund's activities, that will make the performance volatile and may increase the risk of investment loss. An
investor should not make an investment unless it is prepared to lose all or a substantial amount of their investment.
The fees and expenses charged in connection with this investment may be higher than the fees and expenses of other investment alternatives and may offset profits. The instruments in which the Funds invest may involve complex tax
structures and there may be delays in distributing important tax information.

The investment program of the Funds may entail substantial risks. Market risks are inherent in all securities investments to varying degrees. There can be no assurance that the investment objective of the Funds will be achieved. For
further information regarding the risk factors and conflicts of interest with respect to the Fund(s) in which you propose to invest , please refer to the Fund’s Offering Documents BEFORE MAKING A DECISION TO INVEST.

Certain information contained in this document constitutes "forward-looking statements," which can be identified by the use of forward-looking terminology such as "may", "will", "should", "expect", "anticipate", "target", "project",
"estimate", "intend", "continue" or "believe" or the negatives thereof or other variations thereon or comparable terminology. Due to various risks and uncertainties, actual events or results or the actual performance of the Funds may
differ materially from those reflected or contemplated in such forward-looking statements and no undue reliance should be placed on these forward-looking statements, nor should the inclusion of these statements be regarded as
Andurand Capital’s representation that the Funds will achieve any strategy, objectives or other plans. No representation is being made about future returns.

The Cayman Feeder is an exempted company incorporated under the laws of the Cayman Islands and registered as a mutual fund under section 4(3) of theMutual Funds Law (Revised) of the Cayman Islands (the "Mutual Funds Law") and,
accordingly, is regulated pursuant to the Mutual Funds Law. The Cayman Feeder is subject to the supervision of the Cayman Islands Monetary Authority which has supervisory and enforcement powers to ensure compliance with the
Mutual Funds Law. The Cayman Feeders is not, however, subject to supervision in respect of its investment activities or the constitution of the Cayman Feeder’s portfolio by the Cayman Islands Monetary Authority or any other
governmental authority in the Cayman Islands, although the Cayman Islands Monetary Authority does have power to investigate the activities of the Fund in certain circumstances.

In response to questions and requests and in connection with due diligence meetings and other communications, Andurand Capital may provide additional information to certain investors and prospective investors that is not distributed
to other investors and prospective investors in the Funds. Such information may affect a prospective investor's decision to invest in the Funds or an existing investor's decision to stay invested in the Funds. Each investor is responsible for
asking such questions as it believes are necessary tomake its own investment decisions andmust decide for itself whether the limited information provided by the Funds, and Andurand Capital is sufficient for its needs.

By accepting receipt of this communication the recipient will be deemed to represent that they possess, either individually or through their advisers, sufficient investment expertise to understand the risks involved in any purchase or sale
of any financial instruments discussed herein.
AIFM Directive: In the United Kingdom and in each member state (each, a "Relevant Member State") of the European Economic Area (“EEA Member State”) which has implemented the Directive 2011/61/EU of the European Parliament
and of the Council of 8 June 2011 on Alternative Investment Fund Managers ("AIFMD"), this document may only be distributed and shares in ACETF (“Shares”) or partnership interests in ACETFLP, (each being “Interests”) may only be
offered to professional investors in accordance with the local measures implementing the AIFMD (such as where the Offering Documents provide that the respective Fund has been registered for the purposes of the national private
placement regime of the United Kingdom or the Relevant Member State), or in any other circumstances permitted by local law of the United Kingdom or the Relevant Member State, including at the own initiative of the professional
investor. Interests in ACETFLP (“the LP Feeder”) are not however being offered or placed in the United Kingdomor any EEAMember State.

United Kingdom: In relation to offers in the United Kingdom or the EEA, Shares in ACETF are not intended to be offered, or otherwise made available, to any person categorised as a "retail client" (as defined in point (11) of Article
4(1) of MiFID II). In the United Kingdom, this document shall only be made available to persons who are (i) investment professionals within the meaning of Article 19 of the Financial Services and Markets Act 2000 (Financial Promotion)
Order 2005 ("FPO") or Article 14 of the Financial Services andMarkets Act 2000 (Promotion of Collective Investment Schemes) (Exemptions) Order 2001 ("PCIS Order"), as applicable; (ii) high net worth companies and certain other entities
falling within Article 49 of the FPO or Article 22 of the PCIS Order; or (iii) any other persons to whom the Shares may lawfully be promoted. It must not be acted, or relied upon by any other persons. The Funds have not been authorised or
recognised by the Financial Conduct Authority and investors will not have the benefit of the Financial Services Compensation Scheme or other protections afforded of the United Kingdom regulatory system.

Disclaimer



Switzerland: The representative of the Cayman Feeder in Switzerland will be Oligo Swiss Fund Services, (the “Swiss Representative”). The distribution of Interests in Switzerland must exclusively be made to qualified investors as defined by
Article 10 § 3 of the Collective Investment Scheme Act ("CISA") and Article 6 of the Collective Investment Scheme Ordinance ("CISO") (the "Qualified Investors"). The place of performance for Shares in the Funds distributed in Switzerland is at
the registered office of the Swiss Representative. The Paying Agent is Helvetische Bank AG. This document may be construed as advertising in terms of the Swiss Federal Financial Services Act (FinSA) and the Swiss Federal Financial
Institutional Act (FinIA). The Manager of the Funds in its capacity as a distributor for clients in Switzerland is affiliated to the Swiss ombudsman for financial service providers FINSOM, Avenue de la Gare 45, 1920 Martigny, Switzerland,
info@finsom.ch, tel. +41 27 564 04 11. Disputes regarding legal claims between clients in Switzerland and the manager can be settled through the ombudsman in mediation proceedings.

USA: Interests in the Funds have not been and will not be registered under any securities laws of the United States of America or any of its territories or possessions or areas subject to its jurisdiction, and may not be offered for sale or sold to
nationals or residents thereof except pursuant to an exemption from the registration requirements of the U.S. Securities Act of 1933, as amended, (the "Securities Act") and any applicable state laws. Any US Persons that wish to invest must
be “accredited investors”, as that term is defined in Rule 501 under the Securities Act, and “qualified purchasers” as that term is defined in the U.S. Investment Company Act of 1940, as amended. Both Andurand Capital Management LLP and
the Manager are not registered with the United States Securities and Exchange Commission as an investment adviser. The Funds will not be registered under the Company Act. The information contained herein is intended for use by entities
and individuals whomeet the definition of “Qualified Eligible Person” as defined in the U.S Commodity Futures Trading Commission Regulation 4.7.

Andurand Capital Management Ltd is authorised and regulated by the Malta Financial Services Authority and Andurand Capital Management LLP is authorised and regulated by the UK Financial Conduct Authority.

Disclaimer
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What is the difference between compliance markets and the voluntary market?

Compliance markets are regulated cap-and-trade schemes established in national, supra-national, or state jurisdictions,
where a cap on emissions is set that declines over time in order to meet a pre-defined environmental target.* The point of a
compliance market is to regulate for quantity, with the market then left to determine the price at which the required
emissions reductions will be achieved. The public authority that regulates the market issues a given number of compliance
allowances every year to the entities covered by the scheme either via auctions or free allocation, and each allowance
entitles the holder to emit a given amount of carbon-dioxide or carbon-dioxide equivalent (typically one metric tonne).

The voluntary market, by contrast, is not regulated by any public authority, and consists rather of emissions-reduction
projects that generate carbon credits or offsets for the emissions reductions they achieve. Demand for these credits comes
from corporates, financials, or governments that are not under any regulatory obligation to reduce their emissions but are
looking to reduce their carbon footprint on a voluntary basis for reputational or ethical reasons.

*In this respect cap-and-trade schemes are fundamentally different from carbon taxes, as with a carbon tax it is the price that
is pre-determined and the market then determines what the level of emissions will be. In other words, cap-and-trade schemes
are an environmental- or climate-policy tool, whereas carbon taxes are primarily a fiscal-policy tool.

Carbon credits|The basics

This market commentary document is not intended for public use or distribution and may not be published or distributed without the express written consent of Andurand Capital Management LLP.
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Compliance Allowances
• These are credits created for compliance purposes in regulated cap-and-trade schemes such as the European

Union’s Emissions Trading System (EU-ETS), the United Kingdom ETS (UK-ETS), or the Californian ETS (CA-ETS).
Regulators pre-define the emission reductions to be achieved by setting an absolute cap on the level of
greenhouse gas emissions for selected industries, with the carbon price resulting from supply and demand in
the market space.

• As such, carbon credits used in cap-and-trade schemes are effectively “emissions allowances” in that each
credit gives the right to emit one tonne of CO2. The point about cap-and-trade schemes is that the cap declines
over time such that (other things being equal) the right to emit CO2 should become more valuable as the
credits that make up the cap become increasingly scarce over time.

• Of particular interest are compliance markets in jurisdictions that have a legally binding target to achieve net-
zero emissions by 2050, as the emission trading systems in these jurisdictions will ultimately have to be aligned
with the net-zero target. When this happens, the compliance allowances traded in these markets are
intrinsically aligned with net zero themselves.

• This is what is happening in the EU right now, with the 2030 cap for the EU-ETS being aligned with the 2050 NZ
target.

• The UK is now starting the process of aligning the 2030 cap of the UK-ETS with its 2050 NZ target.

The two types of carbon credits|1. Compliance Allowances

This market commentary document is not intended for public use or distribution and may not be published or distributed without the express written consent of Andurand Capital Management LLP.
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Voluntary credits or ‘offsets’

• These are credits generated by activities in sectors that are not covered by an absolute cap set by
regulators. There are various standards that certify the validity of the credits and their underlying
activity.

• Some of the credits have a quasi-compliance status as they can be imported into cap-and-trade
schemes, others are used in the so-called ‘voluntary market’ that has emerged out of the initiative
of businesses and civil-society organisations that want to take climate action (or strive to satisfy a
consumer demand for a carbon neutral product or service) but do not yet face the legal
requirement to do so.

• The agreement on global carbon trading reached at COP-26 in Glasgow last November introduces an
important structural change to the voluntary market that in future will see certain non-compliance
credits assume a quasi-compliance status under the Paris Agreement’s Article-6 rule on so-called
corresponding adjustments.

The two types of carbon credits|2. Voluntary credits/offsets

This market commentary document is not intended for public use or distribution and may not be published or distributed without the express written consent of Andurand Capital Management LLP.
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Source – Andurand Capital Management LLP 

EU-ETS | Commission proposal implies EU-ETS cap hits zero by 2040
The European Commission has proposed a higher Linear Reduction Factor (LRF) of 4.2% (compared with the current 2.2%) 
combined with a rebase of the cap in 2024 in order to reach the cap set by the legally binding 55% reduction target. 
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Section 3 – The impact mechanics of EUA 
investing 
Jan Ahrens, Chief Product Officer – SparkChange
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Disclaimer For United Kingdom institutional investors only. Information provided is for information purposes only and should not be construed as investment advice nor a
recommendation to buy/sell any products nor as an offer or solicitation to engage in any investment activity. Spark Change Group Limited (FRN 944451) is an Appointed
Representative of Duff & Phelps Securities Ltd. (FRN 466588) which is authorised and regulated by the Financial Conduct Authority.

10th May 2022

Online Webinar hosted by Net Zero Asset Owner 
Alliance

Creating impact with
EU Carbon Allowances
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Impact of investing in carbon allowances

Leverage carbon allowances to achieve impact
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© SparkChange | May 20221 The MSR removes 24% of the surplus annually, as of 2024 this ratio drops to 12%. Allowances are cancelled as of 2023 if the MSR holds more EUAs 
than last year's auction volume, so that there could be times where the allowance is not directly cancelled but withheld from the market only

- 15 -

The Market Stability Reserve: Adjusting supply based on emissions

Leverage carbon allowances to achieve impact
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Impact of investing in carbon allowances

Leverage carbon allowances to achieve impact
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Transition tool to immediately create impact while structurally decarbonising

Structural, real decarbonisation should be the ultimate 
target – but it does not happen overnight

EUA investing provides for an easily accessible, immediate 
and environmentally sound option, which has highest 
impact in the short time

EUA investment as an investment overlay creates 
immediate impact, which can be divested once 
structural decarbonisation kicks in

Leverage carbon allowances to achieve impact
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Further reading:
Academic sources and quantification methodology: https://sparkchange.io/quantifying-the-environmental-impact-of-investing-in-carbon-
allowances/
Accelerating emission reductions in PAB aligned portfolios: https://www.solactive.com/a-stitch-in-time-saves-nine-eu-emission-allowances-as-a-
transitory-tool-for-net-zero-equity-portfolios/

https://sparkchange.io/quantifying-the-environmental-impact-of-investing-in-carbon-allowances/
https://www.solactive.com/a-stitch-in-time-saves-nine-eu-emission-allowances-as-a-transitory-tool-for-net-zero-equity-portfolios/
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Summary: Comparing offsets and allowances

Leverage carbon allowances to achieve impact

- 18 -

1) Offsets: Trove research „Voluntary Carbon Market 2021 in review“, EU ETS: Refinitiv „Review of the carbon markets in 2021“

Offsets EU Allowances (EUAs)

Impact Avoid 1 tonne CO2 increase if 
retired

Prevent CO2 emissions:
Accumulate while holding PLUS
1 tonne CO2 if cancelled (and MSR is not 
operating)

Issuer Various private, unregulated 
entities

European Commission

Regulation Unregulated MiFID, EU ETS Directives

Market size1 $983m $721,000m

Impact Avoid 1 tonne CO2 increase if 
retired

Prevent CO2 emissions while holding

Temperature 
alignment

No alignment Exists to deliver EU emission reductions committed 
to under the Paris Agreement
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Thank you!
Please get in touch if 
you have any questions

Jan
Ahrens
HEAD OF RESEARCH

Tel: +49 173 4639368
Email: ja@sparkchange.io
UK office : Windsor House, Cambridge, CB5 2NE
US office: 1000 2nd Ave (#3200), Seattle, WA 98104
www.sparkchange.io

- 19 -© Spark Change Group | Private & Confidential | May 2022

IMPORTANT INFORMATION 
This communication has been provided to you for informational purposes only.            This communication is not intended to constitute, and should not be construed as, investment advice, investment recommendations or investment research.  
This communication is not intended as and is not to be taken as an offer or solicitation with respect to the purchase or sale of any security or interest, nor does it constitute an offer or solicitation in any jurisdiction, including those in which such an offer or 
solicitation is not authorised or to any person to whom it is unlawful to make such a solicitation or offer. Distribution of information contained in this communication may be restricted by law. Persons receiving this communication should inform themselves about and 
observe any such restrictions. Any dissemination or other unauthorised use of this information or documents by any person or entity is strictly prohibited.
SparkChange believes the information in this communication to be correct at the date of issue. However, no representation or warranty is given as to the accuracy of any of the information provided. Some information in this communication is based on information 
given/obtained from independent research providers that SparkChange considers to be reliable. Analysis provided in this communication may be based on subjective assessments and assumptions and can use one among several alternative methodologies that 
produce diverse results. Hence, analysis and projections should not be seen as factual and should not be relied upon as accurate predictions of future performance.  
Spark Change Group Limited (FRN 944451) is an Appointed Representative of Duff & Phelps Securities Ltd. (FRN 466588) which is authorised and regulated by the Financial Conduct Authority.
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https://www.unepfi.org/net-zero-alliance/
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