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This is a preliminary assessment of the carbon tax impact on the value of the

ABC asset and the readiness of the asset management to reliably answer
key questions regarding it's response to the carbon tax

Approach Taken

Senior management provided VAA with 2010 estimates
of Scope 1 & Scope 2 CO,e emissions as reported to
NGER

VAA interviewed senior management in relation to:
— Forecast emissions over the next 2-3 years compared to 2010
— Readiness to answer 8 key questions

— Preliminary assessment of essential capabilities to respond to the key
questions

VAA accessed the most recent asset valuation for data
on current value and cost of capital

VAA estimated the impact of the carbon tax on ~sset
value and assessed the readiness of managemet t7.o
respond to key questions and manage cark an risk

VAA reviewed the draft of this report with senic”
management and edited it accordingly

Senior management has confirmed that this preliminary
assessment report is a reasonable reflection of their
position and current data.

Page 1
Date

The Key Questions

1.

Do you know the likely CO2 tax cost to the business
(and how reliable is that estimate)?

How will the value of the company be impacted by
the carbon tax?

Wh ¢ I .erance do you have for a “do nothing”
(3P0, se”

Nh ¥ _carbon price causes a rethink of this answere

What strategic options are available if the expected
carbon tax impact is greater than the tolerable level?

Has the business case been developed for each
strategic option?

How has the possibility that the carbon price is short-
lived been addressed?

Has the company built capability to effectively
manage its carbon riske
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The carbon tax value impact is of the order of -$127m or 8% of the asset
value

Carbon Tax Cost Value Impact

Assumptions: Assumptions:
Price $ pertonne CO,e 23 ‘ v Cost of capital 11.8%
Multiplier 8.5
Emissions:
Scope 1 '000 tonnes CO,e 400 Carbon Tax cost $m peryear $ 15
Scope 2 '000 tonnes CO,e 250 Asset Value $m $ 1,650
Total '000 tonnes CO,e 650 Value impact Sm -S 127
Carbon Tax Cost Smper year 15 % of Asset Value -8%
Sources: NGER 2010, Independent valuation Sources: NGER 2010, Independent valuation
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Management current confidence that it can reliably answer key questions

Is quite mixed — but it expects to be very confident by July 2012. A key issue

is likely to be progress on options to reduce carbon tax impact.

The Key Questions

1. Do you know the likely CO2 tax cost
to the business (and how reliable is
that estimate)?2

2. How will the value of the company
be impacted by the carbon tax?

3. What tolerance do you have for a
“do nothing” response?

4. What carbon price causes a rethink
of this answer?

5. What strategic options are available
if the expected carbon tax impact is
greater than the ftolerable levele

6. Has the business case been
developed for each strategic
opfion?

7. How has the possibility that the
carbon price is short-lived been
addressed?

8. Has the company built capability to
effectively manage its carbon riske
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Confidence Level (5§ max)

8. Capability to
manage CO2ris

N

~

7.C0O2 price short-

e

1. CO2 Cost

2. Market Cap Impact

3. Tolerance for 'do

6. Options business
cases

NITA/AN
) @\
lived /
N

/

5. 'Do something'
opftions

nothing'

something'

Now 1 Jul 2012
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Management assesses the current (accessible) capabilities to manage
carbon risk is reasonably adequate although it is yet to apply it fully

1 Do you know the likely CO2 tax cost to the * Measuring Scope 1 emissions 3 2.75
business (and how reliable is that estimate)e  « Measuring Scope 2 emissions 2
* Estimating emissions over next 2-3 years 4
» Knowledge of Carbon Tax requirements 2
2 How will the value of the company be * Valuing the asset 4 3.5
impacted by the carbon tax? * Estimating the cost af ca, ¢al nver the next 2-3 years 3
3  What tolerance do you have for a “do * Assessing pricine e (b, ity 4 2.5
nothing” response? * Assessing cormpe ¥ ors’ pricing flexibility 2
* Assessing scoj \ fo. cost reduction 2
* Developy, ol ws.ole future scenarios 2
4  What carbon price causes a rethink of this + Asse .a h < capital markets expectations for investment 4 4
answere r~turns T
5 What strategic options are available if the *nno, dudge of available options — technology, finance etc 2 2
expected carbon tax impact is greater than  « C. _dtive, strategic thinking 2
the tolerable level? » Options analysis tools for decision support 2
6 Has the business case been developed for » Option development 2 3.33
each strategic option? » Option assessment 4
* Business casing 4
7  How has the possibility that the carbon price  « Knowledge of global/national/industry forces 2 3
is short-lived been addressed? * Risk assessment 4
8 Has the company built capability to » Capability requirements analysis 3 3
effectively manage its carbon risk » Capability assessment 3
» Capability development 3
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Management’s confidence is qualified
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Do you know the likely CO2 tax
cost to the business (and how
reliable is that estimate)?

How will the value of the
company be impacted by the
carbon tax?

What tolerance do you have for

a “do nothing” response?

What carbon price causes a
rethink of this answer?e

What strategic options are
available if the expected
carbon tax impact is greater
than the tolerable level?

Has the business case been
developed for each strategic
option?

How has the possibility that the
carbon tax is short-lived been
addressed?

Has the company built
capability to effectively
manage its carbon risk

» Scope 1 emissions estimate is reliable
» Scope 2 emissions estimate has high uncertainty

* High uncertainty

« High uncertainty given~_. <t tainty-fegarding value impact & competitor responses

* High uncertainty giv. . Q1 ‘vious uncertainties

~

* We are aw, v =f 1. \e main re-engineering options; all are significant investments; none
have b _cn e, amined in detail
* Yet to.—_~tii *and examine other (non-engineering) options

* At this stage the re-engineering options are being explored at high level

* High uncertainties regarding industry responses make it difficult o examine the risks
* Some months away from proposing a policy

» Confident we can access specialist assistance in the medium term
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A comprehensive solution set
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www.vaassociates.com.au
Freecall 1800 912226

Melbourne

Level 2

65 Southbank Boulevard

Southbank VIC 3006

tel 613 9626 4300
fax 613 9626 4301

Brisbane
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Brisbane QLD 4000

tel 617 32214857
fax 617 32216152
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