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About us

We provide financial solutions and
advice to Australian business,
government and the wider

[C community to encourage action on
energy efficiency practices, cost-
effective carbon reductions, and
accreditation for carbon neutral
products and organisations

- - - L
Independent Board with diverse business C Low:
& Government experience
Professor Robert Hill (Chairman) - former Minister for the Environment, Chancellor of the

University of Adelaide and Professor of Sustainability at the United States Studies Centre at
University of Sydney

Tony Coleman - Director, Lonergan Edwards Associates
Tanya Cox - Chief Operating Officer and Company Secretary, DEXUS
Don Matthews - National President of the Australian Industry Group

Linda Bardo Nicholls AO - Chair of Yarra Trams, Director, Fairfax Media, Sigma
Pharmaceutical Group, and the Australian Institute of Company Directors

Martijn Wilder — Partner, Baker & McKenzie and Head of B&M’s Global Climate Change and
Emissions Trading Practice

L-R: Parliamentary Secretary Dreyfus; Chairman Hill; Minister Combet, Directors Matthews,
Wilder and Coleman ; and new Directors Nicholls and Cox.
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Who are we?

C LOW

Formerly Australian Carbon Trust, Low Carbon Australia was established by

the Federal Government and commenced operations in 2010
Independent public company limited by guarantee

~$100m initial funding

Low Carbon Australia manages two innovative programs:

Energy Efficiency Program - finance and advice to business for retrofit of

non-residential buildings.

Carbon Neutral Program - accreditation for organisations of products or
operations certified as carbon neutral under the National Carbon Offset

Standard (NCOS)

Major existing technologies focused on
carbon abatement

Technologies

C LOW

Energy
Efficiency

Technologies.

Solar (PV)
Power
Efficient
Power IC
Renewables Motors &
drives
New

Technologies.
Wind Power
BI
Heating

Lighting
(LED/T5/etc)

Building
materials

Network
Transmission
Losses

Smart
Metering

Mechanical
systems
(eg HCAV)

New
Technologies.

Hydrogen &
Fuel Cells

Standby
@ @ Powerboards

Power
Storage &
Distribution
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Major Opportunities for cost-effective

emission reductions

Societal cost

C LOW

A$/tCOe

Forestry

150 > High up-front capital costs limit
otherwise profitable activities

> Focus on providing financing
mechanisms to overcome these
constraints

1 1

Capital intensity
Capex/tCO.e

Industry

-120 ¢

-180 *

Source: Climate Works Australia “Low Carbon Growth Plan & Commercial Buildings Emission
Reduction Opportunities”, December 2010
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Transpor.

Buildings

Size of bubble represents
. emissions reduction
potential of sector

Retrofit of existing non-residential

buildings

Significant opportunity and need

Projected growth in energy
consumption in non-residential
buildings
TWh per annum

80

70 New build
(post 2010)

Existing
buildings

0
2005 2010 2015 2020

Source: Climate Works Australia “Low Carbon Growth Plan & Commercial

Buildings Emission Reduction Opportunities”, April 2010

C LOW

New builds the main focus of energy
efficiency policy and investment to date

E.g. Green Star

Yet, 80% of emissions in 2020 will be
coming from buildings which exist today

Most existing buildings have low energy
efficiency

Opportunity to achieve significant
results through retrofits
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Planning for change over the long term

Lifespan of capital investments

Residential water heating equipment

Residential space heating and cooling equipement
Cars

Trucks, buses, trucks trailers, tractors

Commercial heating and cooling equipement

Manufacturing equipement

Electric transmissions and distributions, telecom,...

Power stations
Building stock (residential and commercial)

Pattern of transport links and urban developments

N

‘ i E LOWCAREON
) AUSTRALIA

World GDP

USD 6.7 trillion

0 50 100 150 200 250 300
Source: OECD Green Growth Studies: Energy; World Bank.
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Appetite for change- Initial investment 6“’
sought from LCAL exceeds available funds ( LNV GRAREON
Projects will leverage significant financing for EE projects
2,000
1,800 .
> $275m investment
1,600 7 sought from LCAL
1,400 .
L 200 | proponents’ > Project partner co-
$m 000 | Finance financing $1,500m
800 @ LCAL > Private sector project
600 - proponents offer
400 significant leverage
200 - > Public sector offering
0 minimal leverage
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Significant energy savings achievable in all

areas of use, with established technologies C ow
> Largest areas of energy use:
Lighti
i ﬂ Insulati Alg " > Heating, ventilation & air
Electronics nsuration conditioning (34% of total)
L L L > Appliances (19% of total)
[ | I Heating > Lighting (15% of total)
Cooking iy l || | = > Significant energy savings can
[ | I be achieved through retrofits
[ | | using established technologies,
11 e.g.
Hot ﬁ .
Water —= o > New elevator designs use 75%
A - Cooling & Ventilation less power than those of 10 yrs
ago

> Replacing incandescent bulbs

with efficient LED versions can
D reduce energy consumption by
75%

Appliances “ Refrigeration

Source: Climate Works Australia “Low Carbon Growth Plan & Commercial Buildings Emission Reduction Opportunities”, April 2010;
United Technologies;

11

Low Carbon Australia business model C Low
based on strategic relationships

Strategic Alliance Direct

(ESCOs, energy Relationship Direct

Financial vehicle sector, industry

(banks, property association (property Relationship ?
funds) businesses with owners) (M.U.S.H.)
national reach)

Work with financial Work with Work with individual Work with local Alternative models
institutions to companies / businesses to municipalities, which meet
develop innovative associations to develop large-scale universities, school individual project
funding models to deliver energy ‘flagship” energy or hospital projects and overall program
finance energy efficiency advice efficiency projects to complement criteria
efficiency projects in and finance to existing programs
commercial retrofits business customers

/ members
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.

Energy efficiency project proposals evaluated ~
according to rigorous process & criteria (€:L°WCARB°N

AUSTRALIA

Project proposals Project proposals Project proposals

$/tCO4e

Energy
Efficiency focus

Additionality Total tCO,e

Private Sector

Investment $
Capacity
Building

Materiality

Timeframe

Project Risk & Market Making
Return
[NEWTRE]

Approach

Portfolio of ACT initial
projects/relationships

Direct IDIEE
Financial Vehicle Strategic Alliance y . Relationship — Other
Relationship V]

* Special purpose * One to one * One to one * Municipalities * Innovative
vehicles * One to many - « Corporate « Universities projects
 Property Trusts SME reach * Schools
* Hospitals
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LCAL Offers Innovative Financing (6 LOWeAREON
structures , AUSTRALIA

Financing options under consideration include:
> Direct risk-adjusted project loans
> Leasing structures for energy efficiency equipment upgrades

> Loan products offered through partner (e.g. energy retailer) to
customer base

> Dedicated fund structured to address problem of lack of co-operation &
split incentives between multiple parties in building management and
use

> De-risking particular investments

14




Energy Efficiency Program....... Current C Low
financial solutions \

Loans - Energy
Efficiency

Direct loans to
building owners,
local councils

Loans - Energy
Efficiency

Co-financed
energy efficiency
improvements for

Equipment Leases -
Energy Efficiency

Overcome
constraints to
businesses of

On-bill Financing -
Energy Efficiency

Enables businesses
to install and
upgrade energy

Environmental Upgrade
Agreements (EUAs)

Building owners can access
finance for environmental
upgrades to buildings under an

and businesses building owners providing up front efficiency EUA agreement between the

to finance and tenants. capital for energy equipment, building owner, a finance

energy Benefits: efficiency equipment financed by a provider and local council..

efficiency * Increase asset Benefits: utility, with Repayments are structured

upgrades value, « Flexibility for repayments through a council levy on the
« Attract higher owners and through monthly property, with the council

quality tenants tenants to upgrade utility bill. forwarding payments to the

« Better rental as technology Benefits: finance provider. Benefits:

returns,
Owners and
tenants realise

improves
Removes residual
value risk of the

+ Removes the
requirement for
upfront capital

* Overcome difficulties for
building owners in providing
upfront capital

energy cost asset for lessee. for energy « Allow for structured
savings efficiency payments that remain with
opportunities. equipment the property if ownership

+ Repayments changes.

typically equal
to or less than
the energy cost
savings
achieved.

Building owners may pass
on repayment costs to
tenants who benefit from
reduced energy costs and a
more environmentally
efficient workplace.
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Low Carbon Australia Initial Energy
Efficiency Financing Programs

C LowC

Planned investment of up to $23.7 million over the next 3

years with:

alleasing

Leading Innovators in equipment leasing

O =

origin

CITY OF
MELBOURNE

Fully implemented, even these initial programs will leverage >
$300 million from private sector.

16
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Projects are designed to deliver
substantial energy and carbon savings

>200 projects « $23.7m invested by LCAL, up to $150m invested -

in pilot phase,
growing to

by private sector

>600 projects « Three innovative energy efficiency finance

with individual
companies and

models delivered in marketplace

private sector e Education materials -case studies — a range of

organisations

at full scale organisations

« On-line Toolkit for energy efficiency savings

energy efficiency technologies, sectors and

estimation for buildings projects

e Media and on-line communication around

projects

« Awareness raising campaign in marketplace of
cost/benefits of energy efficiency projects

e Creation of sustainable project investment

model, with recycled funding available for
further investment in emission reduction energy

efficiency projects.

C o

$/tCO, delivered
significantly less than
economy average, i.e. at
$0/tCO0, or less per project

Private Sector Financial
leverage of 1:7,
significantly exceeding
target of 1:2

These projects could
deliver savings of 100k -
180k tCO, per annum
(0.6% to 1.1% of
16.3mtCO, annual
potential savings for non-
residential buildings in
2020)

Reduced market failure
and barriers to private
sector investment in
energy efficiency projects
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Typical energy efficiency technologies ’
under consideration for investment by C Lo CARBON
LCAL in FY2011.:
EE Savings (pa) | Additionally
Technology
Co-generation $4.8m $750,000 Below IRR for project
approval
Roof paint $160,000 $30,000 Parfbie <o piEEE 12
cooling (e Eailnmse) bor offered nt:)?xb;?makn
technology B SRR
Sy $375,000 $50,000 2bove normal crteria
efficiency to investment
Lighting in
cold storage
(Induction and LED
lighting)
Chiller $1.5m $187,000 fSVear.ROI- R
or project above
upgrade normal criteria to
investment. Peak
demand savings.
emand savings 18




Environmental Upgrade Agreements-
NAB and Eureka Funds Management

Legislation enabling Environmental Upgrade Agreements has been
enacted for the City of Melbourne and in NSW.

NAB, Eureka Funds Management and Low Carbon Australia have
developed the NAB Environmental Upgrade Loan program anticipated to
grow well beyond $50 million over the next two years.

Supporting the energy efficiency retrofit of non-residential buildings in
Melbourne under the $2 billion City of Melbourne 1200 Buildings program
and in Sydney and regional NSW cities

> potential for this type of financing to be implemented Australia-wide.

19
Energy Efficiency Operating alleasing C ow
Leases - Alleasin g T ————
> Up to $100 million of financing available under a new Energy Efficiency Equipment Lease
(E3 Lease) from Low Carbon Australia and Alleasing.
> Includes HVAC, LED and other lighting systems and Building Management Systems.
> The E3 lease will benefit any business looking to reduce energy costs and GHG emissions
> Including REITS, private owners, office, retail, commercial, industrial, university,
hospital and local government.
> Benefits of the E3 Lease include:
> 100% of Energy Efficiency equipment acquisition cost with no capital outlay by end-
user/lessee
> Flexibility to move to newer technology as it becomes available, in a rapidly evolving
industry
> Preserves capital in the business by eliminating capital expenditure requirements
> May eliminate ‘split incentive’ issues
20
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On-bill Financing - Origin Energy O C LOWCARBOR

- Energy Savings Guarantee origin

> A $12.7 mill Energy Savings Guarantee finance program from Origin Energy

and Low Carbon Australia

> Customers can access energy saving equipment without up-front capital expenditure

> Provides business customers end-to-end service to reduce their energy use and
costs
> Identify energy saving opportunities and technologies
Structured finance and repayments to lower the cost of new energy efficiency technologies

> Being marketed to Origin’s ~15,000 business customer sites in non-residential
industry, distribution and infrastructure properties nationally.

21
Businesses joining the Carbon Neutral C Lowcsreon
Program \ USTRALIA
, \ AUSTRALIA y I\‘_\—‘
* National AustraliaBank [PI=Te 1y k%m i @ga!;x
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Why pursue carbon neutrality?

Market opportunities

> Product positioning

> Point of differentiation

> Develops downstream customer loyalty

Corporate Advantage

> Corporate reputation and positioning

> Staff attraction and retention

> Business capital in terms of understanding carbon risk

> Independent third party recognition of action taken

Reduce costs
> Reducing exposure to future energy and carbon costs

> Reducing resource use and emissions

23

Companies Benefit under Carbon
Neutral Program c

g

The Sy

Small business

Company A wses
National Carbon

s green ideals into fabric of its business

Company A uses
National Carbon

Spirit of Australia

Carbon Neutral Report 2010 pp—— p——
Australian Region

Fly Carbon Neutral
It's natural to fly carbon neutral

At Qantas we are concemed about the issus of dimate change and are committed to actively
g our d arowthin an

We are pleased to offer you the apportunity to join us in rediucing the impact of carbon
emissions . From now on, by
offsetting your own share of fight emissions with Just 3 small contrbution.

You can offset by cicing below or as part of the online booking process on qantas.com.

Company weaves
green ideals into
business fabri
e,

Fly Carbon Neutral

Offset your flights now

Important update on the Qantas Airlines ‘FI

The Australian Government's Greenhouse Fric
the Australian Government's new National Cz
Enerqy Eficency website. AS part o the tran
greenhouse abatement supplier. The supplie
National Carbon Offset Standard.

2nds to aign with
Simate Chanas an

i of selecting a new
afined n the néw

We have some excting news ahead about ot
July 2010 3 part of each contrbution made to
purchase of abatement. Check back soon for

tprogram. From 1
i, n addition to the
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The Future for Low Carbon Australia C Lo

Help business stay competitive in the face of rising energy prices and access carbon
reductions at least cost

Create new financial vehicles to catalyse private sector investment across industry
sectors and other innovative programs

New strategic alliances and a flow of new energy efficiency project financing

> Pipeline of project finance to help small, medium and large businesses and the public
sector

> Revolving fund approach with flexibility for tailored financial support :
> continuity
> market driven
> overcomes barriers that other Government interventions have not
> savings to business with cost effective carbon reductions
> capacity to expand and broaden approach for industrial and other sectors.

25

LCAL’s Place in Technology Development C owc
and Deployment \

o ' Scope of what Low
Role of Universities, CSIRO & Low Carbon Australia Carbon Australia could
Venture Capital investment I Limited undertake I
(Delivering Australia’s
I Low Carbon Future) I
I Private equity fund
Venture Capital
Incentives to technology Loans (incl. Green bonds)
I providers or recipients (loans/ Strategic finance (flexible interest, mezzanine equity,
‘ grants) guarantees, first loss, etc.)
Venture Capital Market Contacts (Relationships) Independent Advice
R&D Grants Independent Advice Capabilities and skill sets
Market Contacts (Relationships) I Credibility of technology Market Contacts (Relationships) I
(1
[ II | I
q Pilot Programs with Main Stream
R&D / Innovation 8 P
Market Leaders Commerecialisation
‘ Inv*!tment in Technology I
A
I Investment in energy efficiency and carbon abatement projects I
I (energy c / carbon emitter)
) -
Non- 0 Power |
p ; Industrial Green |
Residential Applications Storage and Transport |
l Buildings PP Distribution P i

“ - - N (. == -/ 26




THANK YOU

You can find out more at

http://www.lowcarbonaustralia.com.au/
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