Strategic Metals & Rare Earths Letter
INTERNATIONAL
th e in d ep en d en t in fo rma tio n a n d a d vi so ry p u b lic a tio n o n in ve s tin g in S tr a teg i c Meta l s & Ra re E a rth s

Special Situation – November 2021
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Carbon Streaming Corp. (C$ 13.00)
NEO Exchange
: NETZ
OTCQB Market
: OFSTF
Frankfurt Stock Exchange: M2Q
H + L prices (12 months) : C$ 15.97 – 1.51
Net shares issued
Fully diluted shares

: 46.5 million
: 80.7 million

Market Capitalization

: C$ 603.9 million
(US$ 472.2 million)

2022 price target: C$ 20.00

Investment Strategy
● Carbon Streaming is focused on acquiring, managing and growing a huge quality and diversified portfolio
of investments in projects and/or companies that generate or are actively involved directly or indirectly, with
voluntary and/or compliance carbon credits. By offering innovative finance solutions, the Company aims to
accelerate the world’s transition to net-zero carbon.
● The Company intends to enter into streaming arrangements with individual companies and governments to
purchase carbon offsets from their assets or properties. The Company may also purchase carbon credits
directly in the voluntary and compliance markets or make investments into entities, assets or properties involved in the origination, generation, monitoring and management of carbon credits.
● The Company plans to diversify its exposure in the carbon markets by investing in projects and/or companies in a number of different geographical areas and different carbon project types.
Carbon Streaming believes the world’s focus on climate change is at an inflection point. Governments are
including climate policies in their budgets and increasing their emissions reduction commitments under the
2015 Paris Climate Agreement.
Corporations are announcing plans to be “net zero” or “carbon neutral” by 2050 to align themselves with
the goals of the Paris Agreement with some having aggressive plans to achieve this goal by 2030.
“We anticipate significantly higher carbon prices over the next decade as governments and corporations
around the world commit to fighting climate change and utilize carbon markets as an essential tool to meet
these climate commitments”, Justin Cochrane, CEO & Director of Carbon Streaming said.
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► What is Carbon Streaming?
Carbon Streaming is a unique principled investment vehicle offering investors exposure to carbon credits, a
key instrument used by both governments and corporations to achieve their carbon neutral and net-zero climate goals. Carbon Streaming provides investors a way to invest in a low carbon future.
Many companies, particularly those in high-emitting industries, may need to rely on carbon credits to achieve
their climate targets on their path to decarbonization. Whether due to geographical, economic or technical
constraints, some companies will be unable to achieve goals through elimination and reduction alone in the
near term.
Although carbon credits are not a substitute for innovation and efficiency improvements that reduce or eliminate emissions, they are an important alternative to fill technological and timing gaps in order for a company
to manage reputational risk around emission targets and climate risk disclosures while it is on the path to netzero.
Carbon Streaming is focused on acquiring, managing and growing a high quality and diversified portfolio of investments in projects and/or companies that generate or are actively involved, directly or
indirectly, with voluntary and/or compliance carbon credits. By offering innovative financing solutions, the Company aims to accelerate the world’s transition to a net-zero carbon future by bringing
capital to projects that might not otherwise be developed. Many of these projects may also have significant social and economic co-benefits in addition to reducing emissions as the Company aspires to
make a sustainable impact beyond climate action with certain investments.

The stream agreement provides Carbon Streaming with exposure to carbon credits and potential price appreciation without taking on the operating responsibility and risk of managing a carbon offset project.
There are a number of benefits of streams to the project developer or owner as well:
•
•
•
•
•
•

Provides upfront cash and annual income for decades
Able to monetize carbon credits from the property or asset
Revenue share with Carbon Streaming provides additional upside
Marketing partner to help maximize value of carbon credits and third-party validation of project
Funds to accelerate community investment and increase project size
Assistance with verification and registration of carbon credits, as needed
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► CSC Project Portfolio has already secured exclusive access to 100% of all future credits issued by Rimba Raya Biodiversity Reserve Project in Borneo, Indonesia. Rimba Raya is expected to generate 70 million credits over the remaining 20 years of project lifespan.
The project has been operating since 2011 and includes, such blue-chip companies as PWC, Delta Airlines,
Gucci and Allianz amongst other as purchasers of credit.
Rimba Raya is the world’s first REDD+ project to be validated for contributing to all seventeen of the UN
SDGs. CSC has also secured a strategic agreement with Rimba Raya developer InfiniteEARTH including a
right of first refusal on any carbon offset credits generated by future projects, including a portfolio of Blue Carbon projects in the Americas.

On November 18, 2021, Carbon Streaming confirmed that it had closed the previously announced blue carbon streaming agreements with Marvivo Corporation for the MarVivo Blue Carbon Conservation Project
in Magdalena Bay, Mexico.
This marks the third carbon credit stream across three continents each in various stages of development, and
exemplifies the kind of breath the Company seeks in developing a diversified portfolio of high-quality carbon
credits.
Transaction highlights:
•

Upfront cash investment of US$ 6 million (“Upfront Deposit”), with US$ 2.0 million initial investment
into MarVivo Corporation, paid in cash on closing, followed by four separate US$ 1.0 million investments at specific project milestones during development, implementation, validation and verification
by Verra.

•

Upon payment of the Upfront Deposit, Carbon Streaming will have the right to purchase the greater
of 200,000 credits or 20% of the annual verified carbon credits from the MarVivo Project each year.

•

In addition to the Upfront Deposit, the Company will make ongoing payments to MarVivo Corporation for each carbon credit sold under the carbon stream.

•

The first delivery of carbon credits is expected to occur in the first half of 2023.
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As detailed in the May 17, 2021 news release, the Company intends to invest US$ 6 million to implement the
proposed MarVivo Project in Baja California Sur, Mexico, focused on the conservation of mangrove forests
and their associated marine habitat. The project is anticipated to be one of the largest blue carbon conservation projects in the world and once implemented will reduce estimated emissions by 26 million tonnes of carbon dioxide equivalent (CO2e) over 30 years by conserving and sustainably managing approximately 22,000
hectares of mangroves and 137,000 hectares of its marine environment across Baja’s largest mangrove forest.
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Management
Justin Cochrane, CEO & Director, has 20+ years of royalty and streaming finance experiences. He is former President & COO of Cobalt 7 Capital Corp. and former Executive Vice President and Head of Corporate
Development for Sandstorm Gold.
Geoff Smith, President & COO, has 15+ years of corporate finance experience and is former Managing Director for Scotiabank’s Investment Banking Division. He advised on or financed many of the largest and most
complex and innovative streaming transactions in the past 10 years.
Conor Kearns, Chief Financial Officer has nearly 20 years of accounting, auditory, finance and tax structuring experience. He is former VP of Finance of Cobalt 27 Capital Corp. and former CFO of EFT Canada, an
electronic payment business.
Michael Psihogios, Chief Investment Officer, has 15+ years of financing, M&A and Corporate Finance
experience and is former CFO of DUMAS, a specialized construction and engineering firm. He previously
worked in private equity and at National Bank Financial in the investment banking group.
Anne Walters, General Counsel & Corporate Secretary, has nearly 20 years of experience in the Canadian corporate sector. She is former head of Canadian legal team of Frontera Energy Corporation, a TSX-listed
energy company and worked previously at Stikeman Elliott LLP in the areas of corporate finance and M&A.
Amy Chambers, Director, Marketing, Communications & Sustainability, studied Environmental Law &
Soclal Justice at Harvard Extension School and received GRP Sustainability Reporting Standards certifications from LEAD Canada.

Finance
On November 19, 2021, Carbon Streaming announced the upcoming automatic conversion of the Company’s previously issued Special Warrants. As at November 20, 2021, the automatic conversion of the previously issued Special Warrants became effective. The Special Warrants were originally issued effective
June 19, 2021, pursuant to a non-brokered private placement of a ~104.9 million private placement at
a price of US$ 1.oo per Special Warrant for aggregate gross proceeds to the Company of approximately US$ 104.9 million.
Under the terms of their governing incentive, each Special Warrant will be automatically exercised for no
additional consideration into one Unit of the Company, subject to adjustment in certain events on the date that
is four months and one day following the closing date, being November 20, 2021.
Each Unit (a “Unit”) underlying a Special Warrant is comprised of one common share in the capital of the
Company (each a Common Share) and one common share purchase warrant of the Company (each a July
Warrant). Each July Warrant will expire on September 19, 2026, being sixty-two (62) months from the date of
issuance.
Pursuant to the Company’s prior consolidation of all its securities on a 1-for-5 basis, which took effect on October 22, 2021 (the “Consolidation”), each Special Warrant became exercisable to acquire one postConsolidation Common Share and July Warrant such that the total of Special Warrants was reduced to approximately 20.98 million.
As a result of the Consolidation of the Special Warrants, the underlying July Warrants will now be exercisable
to purchase one post-Consolidation Common Share at an exercise price of US$ 7.50 per share.
On November 22, 2021, Carbon Streaming announced that it has received approval for trading its common
shares on the OTCQB Market operated by Markets Group in New York under the Symbol OFSTF effective
November 22, 2021.
The uplist from the OTC Pink sheets to the OTCQB should allow a broader range of investors to invest in
Carbon Streaming.
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Investment recommendation:
Carbon Streaming Corporation (“CSC”) has established a unique ESF principle investment vehicle offering
investors exposure, a unique first market opportunity to carbon credits, a key instrument used by governments and corporations to achieve their carbon neutral; and net-zero climate goals.
Carbon Streaming believes the world’s focus on climate change is at an inflection point. Governments are
including climate policies n their budgets and increasing their emissions reduction commitments under the
2015 Paris Climate Agreement.
Corporations are announcing plans to be of “net zero” or “carbon neutral” by 2050 to align themselves with
the goals of the Paris Agreement with some having aggressive plans to achieve this goal by 2030.
Carbon Streaming is focused on acquiring, managing and growing a high quality and diversified portfolio of
investments in projects and/or companies that generate or are actively involved, directly or indirectly, with
voluntary and/or compliance carbon credits. By offering innovative financing solutions, the Company aims to
accelerate the world’s transition to a net-zero carbon future by bringing capital to projects that might not otherwise be developed. Many of these projects may also have significant social and economic co-benefits in
addition to reducing emissions as the Company aspires to make a sustainable impact beyond climate action
with certain investments.
Carbon Streaming has sourced a potential deal pipeline of over US$ 700 million with its near-term
pipeline valued at approximately US$ 200 million globally at target IRRs of 15%.
The Taskforce on Scaling Voluntary Carbon Markets estimates that demand for carbon credits, in the voluntary market at US$ 1+ billion in 2021, could grow by 15-fold by 2030 and up to 100-fold by 2050.
United Special Envoy for Climate Action Mark Carney has said the voluntary market “needs to be a $ 50-100
billion per annum market”.
Based on the strong consistent growth of the voluntary carbon market need to be $ 50-100 billion per annum
and Carbon Streaming having sourced a potential deal pipeline of over US$ 700 million with its near-term
pipeline valued at approximately US$ 200 million, in my view, the Company offers an attractive investment
potential.
My 2022 price target is C$ 20.00.
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