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The Energy Productivity Index for Companies provides investors with tools to engage
with industrial companies, around energy productivity

<

= Energy productivity is a cost effective way to decarbonise portfolios
= Evidence of 2-8x spread in energy productivity

= +2% to +10% p.a. EBIT potential for underperforming companies

= Improvement needed in data disclosure

= New benchmark tool can support engagement
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Investors are progressing from measuring and understanding climate related risks to
taking action to reduce those risks in their portfolios
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The project is a partnership between the ClimateWorks Foundation and ClimateWorks
Australia, with strong support from investor groups
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CalSTRs is lead investor for the project Investors groups are participating to our Steering Committee and will help us disseminate results
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Following a consultation period, we are currently finalising the following deliverables in
anticipation of final launch in March

Guide for investors Sector summaries
’ COULD BOOSTING ENERGY
PRODUCTIVITY IMPROVE YOUR y
INVESTMENT PERFORMANCE? '
A GUIDE FOR INVESTORS E
' AIRLINES AUTOMOBILES PAPER
; ® e

CONSTRUCTION

STEEL CHEMICALS MATERIALS
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http://climateworks.com.au/sites/default/files/documents/publications/climateworks_australia_could_boosting_energy_productivity_improve_your_investment_performance_final_draft_20151203.pdf
http://climateworks.com.au/sites/default/files/documents/publications/climateworks_australia_could_boosting_energy_productivity_improve_your_investment_performance_final_draft_20151203.pdf
http://climateworks.com.au/sites/default/files/documents/publications/airline_factsheet_final_20160105.pdf
http://climateworks.com.au/sites/default/files/documents/publications/airline_factsheet_final_20160105.pdf
http://climateworks.com.au/sites/default/files/documents/publications/auto_factsheets_final_20160106.pdf
http://climateworks.com.au/sites/default/files/documents/publications/auto_factsheets_final_20160106.pdf
http://climateworks.com.au/sites/default/files/documents/publications/chemical_factsheets_final_20160105.pdf
http://climateworks.com.au/sites/default/files/documents/publications/chemical_factsheets_final_20160105.pdf
http://climateworks.com.au/sites/default/files/documents/publications/construct_factsheets_final_20160105.pdf
http://climateworks.com.au/sites/default/files/documents/publications/construct_factsheets_final_20160105.pdf
http://climateworks.com.au/sites/default/files/documents/publications/paper_factsheets_final_20160105.pdf
http://climateworks.com.au/sites/default/files/documents/publications/paper_factsheets_final_20160105.pdf
http://climateworks.com.au/sites/default/files/documents/publications/steel_factsheets_final_20160105.pdf
http://climateworks.com.au/sites/default/files/documents/publications/steel_factsheets_final_20160105.pdf

For over 70% of companies assessed, analysis indicated profitable opportunities to
Improve energy productivity and reduce emissions

<

Results for 71 companies analysed, 2013 and 2014
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Leading companies in each sector can produce the same output as their competitors
with 2 to 8 times less energy input

Distribution in energy productivity, $ revenue per GJ energy use, Latest values
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*Automobiles is expressed in units produced per GJ energy use to be of comparable magnitude with other sectors
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We found that leaders consistently report greater savings than the rest of the sector

Under -
performers Second quintile
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Companies stand to gain between 2% and 10% growth in annual profits from each
year of energy efficiency improvements in line with their best performing peers

)

% EBIT uplift per annum if lagging companies match top quintile (20%)
(50% companies with highest increase)

10.8%

Net savings
+ 2to 8% p.a.

Automobiles Aviation =~ Chemicals Construction  Paper Steel
materials
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We developed six sector indices which identify portfolio companies and recommended
actions for each

General Energy cost Energy efficiency
Company Rating resilience performance
@ Air New Zealand 7% [ 40% s 70%
() Finnair 2% | 0% R o
() United Continental Holdings % R 29% R
@ Air France - KLM s1% 9% e £7%
() Karean Air 529 ] 8% -
@ Southwest Airlines Co. 0% [ 50% e 58%
@ AirCanada 2% [ 3% | 1%
@ Britich Airways 7% | 36% B 19%
@ Qantas Airways Ltd 2% | 0% | 0%
@ Delta Air Lines 19% [ 29% ] 21%
@ Cathay Pacific Airways Limited 13% [ 16% | 0%
() American Airlines Group Inc 13% - L4% . 9%
. 7 companies %, Incomplete/insufficient data provided to CDP to conduct analysis [Aer Lingus Group PLC, Asiana Airlines,
easylet, Gol Linhas Aereas Inteligentes S.A., TAM SA Virgin Australia Holdings, West Jet Airlines Ltd.).
. Mon reporters 0% All other companies did not respend to CDP
5 companies MAA Reviewed but excluded from analysis (Air Partner Plc, Hong Kong Aircraft Engineering, IBERIA,
International Consolidated Airlines Group, SA., SAS].
Satisfactory data Insufficient data Mot included in analysis
@ Fositive results; could discuss potential to (0 Results provisional due to data @ Outof scope
optimize uncertainty. Request additional

L ! data to confirm ratin
® Request clarification of results and discuss d

potential to improve @ Data provided is insufficient to conduct
A analysis; require more information
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Company performance against each metric is also provided to help support discussions
with companies

Performance against each metric

[Data is 2013-14 values unless otherwise specified)

Energy cost Energy productivity Energy efficiency Additional
resilience outcome performance information
Waights [%] 10% 10% 20% 15% 15% 15% 15%
R Z # oy
% g = &5 _ 2, | £E £4s
- [ = g g w E = 3 =
£ | & |2 |23 |3 | 5| %% | =3¢
g E | £ |8s | % 3| 3§ | ©ao
e | £ | B |% |22 | B 22 | B8 | 2Za
£ c L 2 S = = a £ =5 E ] E_
= % 5 3 | 5 §% | =3 | £8 .
e | 5 s | 8§ |&= | 28 | FE | ZE | 2%
c & - & E 5| 28 = £ B
= 5 5 82 | 822| =3 = 3= g8
Company 8 & £ | 8¢ |53 85 | @ | 28 | §5&
Air Mew Zealand T4% | 25-30% | 7.3% 0.55% 2.6%
% Finnair 72% | 30-35% | -0.6% 25%
United Centinental Holdings 65% | NR | B% | 25%
Air France - KLM 61% | 40-45% 1.7% 6.0%
Korean Air 52% MR 1.6% 1.6%
Southwest Airlines Co. 49% | 35-40% 2.8%
Air Canada 2% | 25-30% 5.7%
British Airways 27% | 30-36% £.4%
Qantas Airways Ltd 22% | 30-36% 0.07% | -13.3% | -6.3% 0.1%
Delta Air Lines 19% | 35-40% 0.39% 5.7% 1.7% 0.5%
Cathay Pacific Arways Limited 13% | 36-40% 0.00% 12.0% 6.0% 0.0%
American Airlines Group Inc 13% | 30-36% 0.06% | 4.2% 2.0% 0.2%
High Low Low quality/uncertain data
> 75% > 50% > 25% < 25% Uncertain data 1.61%
Energy cost resilience Not Reported NR
. Performance legend Energy productivity outcome Insufficient Data o

Energy efficiency performance
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We provide example questions investors can take to companies’ boards, with some
iInformation to support discussions

1. Clarify current performance

a) Are you reporting on energy-related issues comprehensively and accurately in public
reports?

b) How do your current efforts to improve energy efficiency and energy productivity
compare with your peers?

2. Discuss how performance can be improved in the future

a) Are your future plans to improve energy efficiency and energy productivity ambitious
enough?

b) What processes do you have in place to ensure your plans are implemented
effectively?
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Company information on energy productivity and energy efficiency is both scarce and in
need of greater transparency

<

Example of Steel sector

Top steel-producing Reporting to CDP Disclosing energy Disclosing energy
companies in the world use & costs efficiency gains

www.climateworksaustralia.org




An overview of energy efficiency activities that have been implemented by leaders in a
sector are shown to support discussions of current efforts

Energy savings shown as a percentage of energy cost
Energy efficiency improvements by airlines detailed in orange boxes

+ Company-wide fuel consumption
saving program

* Fleet replacement

* |nterior weight reduction

152% =

[ . Weight management

+ Aircraft performance
management

+ Flight planning

* Procedural changes
[zl 2013)

Korean Air

+ Fleet renewal
* Fuel & route
optimisation

Air France - KLM

United Continental

Holdings
Air New Zealand

Southwest
Airlines Co.

Delta Air Lines
British Airways
Air Canada

(antas Airways Ltd

American Airlines
Group Inc

Cathay Pacific
Airways Limited

0.75% =

II 0.55%

0.45%

+ Route optimisation
+ Ground electricity
+ APU usage reduction

[ Installing winglets
+ Flight planning

* Procedural changes

+ Weight reduction
* Fleet replacement
+ Engine washing

* Energy-efficient

+ |nstalling zonal driers

ground equipment

I 0.39%

0.23%
0.07%
0.07%
0.06%

0.00%

+ Software updates to
aircraft [zll 2013]

- <1 year - 1-3years - 4-10years - =10 years Unspecified

* putlier due to suspected reparting of farget, not actual savings achioved.

L ack of detail in activities reported, with majority presented as 3 target rather than an achieved result.
As aresult, the savings were not included in the best practice averages for the sector.
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Energy management best practices that companies can consider to improve
performance are provided

<

» Setting ambitious goals and targets

» Collecting and managing energy data

» Driving from the top

» Establishing a supportive culture

» Valuing energy efficiency projects
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The Energy Productivity Index for Companies provides investors with tools to engage
with industrial companies, around energy productivity

<

= Energy productivity is a cost effective way to decarbonise portfolios

= Evidence of 2-8x spread in energy productivity

= +2% to +10% p.a. EBIT potential for underperforming companies

= Improvement needed in data disclosure

= New benchmark tool can support engagement

www.climateworksaustralia.org




( 0—) ClimateWorks

AUSTRALIA

FOR FURTHER INFORMATION: FOLLOW US:
Welsue , @ClimateWorksAus
Senior Analyst

P: +613 9903 8039 m ClimateWorks Australia

M: +614 08 492 315
E: wel.sue@climateworksaustralia.orq
W: http://www.climateworksaustralia.orq/
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mailto:wei.sue@climateworksaustralia.org
http://www.climateworksaustralia.org/project/current-project/vehicles-emission-standards
http://www.linkedin.com/company/climateworks-australia
http://www.linkedin.com/company/climateworks-australia
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