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m State of the CDM Market

B Primary vs Secondary CERSs

mWill CDM provide low cost offsets for liable parties under the CPRS ?

B CDM b Opportunities and Considerations for Australian Emitters



State of the CDM Market ® CER Supply /

- Demand

Supply Side Demand Side
CDM Executive Board approval European Recovery ?? b increased
process D significant delays demand for emissions allowances
Bullish Bullish
Constrained global Credit markets / Japanese Recovery ?? D while
Distressed portfolios recovering, still weak demand as
Bullish significant pipeline of primary deals
Bearish

Suspension of validators such as SGS
Bullish Uncertainty over National Allocation

: : Plans for countries such as Poland.
This most recent suspension could

delay issuance of more than 10 Bearish/ Bullish
million CERs from 2009 into 2010 Subject to EU Court decision regarding
annulling their allocations
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CDM Market Participation - Primary or

e S€condary ?

Primary CER Purchase: Non guaranteed volume of CERs, dependent on the
performance of a specific CDM project or a portfolio of projects.

Secondary CER Purchase: Guaranteed volume of CERSs, not linked to a specific

CDM project / projects. Most buyers will prefer OECX compliantO CERs to ensure
OfungibilityO of the CER

Primary Secondary
Price 75% - 90% of |AUD 22 (EUR
Secondary 13.50)
***current spot prices
Volume Project Risk Fixed
Documentation ERPA ERPA / ISDA
Role in CPRS Yes Yes




@ Primary CER Purchase b Typical Terms
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CER Buyer / Seller:

Project/s:

Pre 2012 Volume: PDD Volume

Post 2012 Option: Option to buy Post 2012 CERs at $X

Price: Floating Price with Floor / Fixed Price / Fixed & Floating etcE
Conditions Precedent: Project registration

Payment Date: On delivery



Will CDM Provide Low Cost Offsets for

wee  CPRS ?

® CERs 100% eligible under current proposed CPRS

B Current Macquarie forecast for CER price range AUD 20 to AUD 22.50 in 2010
and 2011. Prices well below where the significant Australian emissions
abatement opportunities become economic

® No barriers to entry to the secondary CER market for Australian emitters,
although there may be a Omanagement approvalO delay to enter the
international market

® Primary CDM may be a more challenging consideration for Australian emitters,
given the project risk component and the volume uncertainty © having said this,
it will play a role in a portfolio approach to risk management

H |[f Europe & Japan are any guide, CDM will be embraced very rapidly by
Australian emitters



CDM B Opportunities & Considerations for

. Australian Emitters

® Secondary or Primary D low cost market entry vs due diligence required to

properly assess delivery risk. Portfolio approach usually best to balance the
relative cost / benefits

m Regulatory Certainty - CDM is an established framework until 2013 b
regulatory certainty and a liquid market, allowing emitters to move in and out of
positions. How about post 2012 ?

m L owest Cost Source Internationally b CDM allows access to lowest source of
emissions reduction allowances anywhere in the developing world

m Likely to Set Australian Carbon Price D as lowest cost source with 100%
eligibility, CERs will set Australian price

® Competitive International Market b we will be competing with Europe &
Japan, possibly New Zealand, US and other developed nations for CDM supply
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This information has been prepared on a strictly confidential basis by Macquarie Bank Limited ABN 46 008 583 542 (Macquarie) and may neither be reproduced
in whole nor in part, nor may any of its contents be divulged to any third party without the prior written consent of Macquarie. This information is not intended to
create legal relations and is not binding on Macquarie under any circumstances whatsoever. This information has been prepared in good faith and is based on
information obtained from sources believed to be reliable, however Macquarie does not make any representation or warranty that it is accurate, complete or up
to date. The information may be based on certain assumptions or market conditions, and if those assumptions or market conditions change, the information may
change. No part of this information is to be construed as a solicitation to buy or sell any product, or to engage in, or refrain from engaging in, any transaction.

To the extent permitted by law, neither Macquarie nor its related bodies corporate (the Macquarie Group) nor any of its associates, directors, officers or
employees, or any other person, makes any promise, guarantee, representation or warranty (express or implied) to any person as to the accuracy or
completeness of this information, or of any other information, materials or opinions, whether written or oral, that have been, or may be, prepared or furnished by
Macquarie Group, including, without limitation, economic and financial projections and risk evaluation. No responsibility or liability whatsoever (in negligence or
otherwise) is accepted by any person for any errors, mis-statements or omissions in this information or any other information or materials. Without prejudice to
the foregoing, neither the Macquarie Group, nor any of its associates, directors, officers, employees nor any other person shall be liable for any loss or damage
(whether direct, indirect or consequential) suffered by any person as a result of relying on any statement in or omission from this information. Nothing in this
information should be construed as legal, financial, accounting, tax or other advice.

The Macquarie Group or its associates, directors, officers or employees may have interests in the financial products referred to in this information by acting in
various roles including as provider of corporate finance, underwriter or dealéer, holder of principal positions, broker, lender or adviser and may receive fees,
brokerage or commissions for acting in those capacities. In addition, the Macquarie Group and its associates, directors, officers or employees may buy or sell
the financial products as principal or agent and as such may effect transactions which are not consistent with any recommendations in this information.

This information is distributed in the UK by Macquarie and in the EEA by Macquarie Bank International (MBI) both of which are authorised and regulated by the
Financial Services Authority. This information is only being distributed to and is only directed at professional clients and eligible counterparties, as defined in the
rules of the Financial Services Authority. It is not intended for retail clients and such persons should not rely on the information in this document. The
transmission of this document to any other person in the UK is unauthorised and may contravene the Financial Services and Markets Act 2000. This document
does not constitute investment research for the purposes of the FSA rules. This document should not be relied upon as being an impartial or objective
assessment of the subject matter and is not deemed to be objective research. The individuals who prepared this document may be involved in providing other
financial services. As a result Macquarie, MBI and the individual employees who prepared this document may have responsibilities that conflict with the interests
of the persons who receive this document and you should therefore not rely on this document as being an independent, impartial or objective view of the value
or prospects of the companies and/or investments referred to herein. MBI is not an authorised deposit-taking institution for the purposes of the Australian
Banking Act 1959 (Commonwealth) and its obligations do not represent deposits or other liabilities of Macquarie. Macquarie does not guarantee or otherwise
provide assurance in respect of the obligations of MBI, unless expressly noted otherwise.

This information is distributed in:

- Australia by Macquarie and is intended solely for the use of wholesale clients as defined under the Corporations Act 2001 (Cth).

- New Zealand by Macquarie which is a company incorporated in Australia and authorised under the Banking Act 1959 (Commonwealth) to conduct banking
business in Australia. Neither Macquarie nor any member of the Macquarie Group of Companies, or any of its worldwide related bodies corporate, are registered
as a bank in New Zealand by the Reserve Bank of New Zealand, under the Reserve Bank of New Zealand Act 1989.

- Japan by Macquarie.

- United States by Macquarie. Macquarie maintains Representative Offices in New York, Texas, Washington and California. Macquarie is not authorised to
conduct banking business in the United States.
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