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Case Study 1 :
Marginal Abatement Cost Analysis




| Carbon tax in the name of ETS

Key Issues
TAX TAX TAX

* Cost pass through issue

* Internal variable rate VS external fixed rate
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Cost effective action to preserve margin

Enterprise

Carbon Measuring

Impact Determining Cost
Effective Actions

Pass through

Reduction



Analysis of Carbon Impact is Crucial
Key Issues

Allocation of
Budget for
Emission
Reduction

Emission
Trading
Strategy

IR for
Carbon investors/

Accounting CDP/DJSI




MACC is an useful tool for Trading Strategy
Example

What might it cost?

Global cost curve for greenhouse gas abatement measures beyond ‘business as usual’; greanhouse gases measured in GIC0e!

@ Approximate shatement required
beyond "husiness as usual,” 7030

Bindiesel
Carbon capture and storage {CCSE new coal Waste | Industnal CCS
Coal-to-gas shift
Medium-cast farestation CCS; coal retrofit

Cofiring biomass Industrial Higher-cast

il Wind; low penetraticn motor systems abatement
Industrial feedstock substitution _
; Avoided
CLS, enhanced oil recovery, new coal deforestation
50 Lowscost forestation l _______ = 3
Livestock —i ] .F-..ﬂhcr |:qt|:nl|;|iE
MNuclear | AT T i
l o Bl J I D L |

|| Industrial nn-CO;
" |Standby losses

Cost of abatement, £ par tC0;e?

i i 4 4
=0 Sugarcane biofuel 250 ppm 450 ppy SRl ppm
|| | Fuel efficiency in vehicles -25 ~40 ~50

: 4| Water heating Marginal cost,” € per 1C0,&7

100 = |Air-conditioning
i | Lighting systems
" Fuel efficiency in commercial vehicles

-150

- 5 10 15 20 Fi 30 35

Building insulation Abatement beyond ‘business as usual,” GiC0.e! per year in 2030




...Especially For Corporate

Residential hot water
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MACC is an useful tool for Trading Strategy

Marginal abatement cost curve

vis a tool

v'for prioritising and quantifying

v'abatement opportunities

v'on the basis of cost and
emissions reduction potential

v'used by governments, industry
sectors or companies



l Corporate Value can be Impacted by ETS

cv

Baseline CV

CAAV

Baseline CV - YMAC = CAAV

: : 7
* Baseline CV : Business as Usual Corporate Value Al

* CAAV : Carbon Adjusted Asset Value
* MAC: Marginal Abatement Cost




I
Corporate Value can be Impacted by ETS
Australian example

Estimated FY13 NPAT impact of $23/t carbon price
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How to build a MACC

Prioritize Determine
Identify Quantify Abatement Carbon Market
Opportunities Trading
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What can be measured can be managed

Analysis example
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I
Energy Intensive Trade Exposed Industries in Korea

Carbon Leakage Risk Assessment
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Case Study 2 :
Lean and Green Supply Chain




Sustainable Supply Chain Management

v Informing overall sustainability
strategy for a brand orientated

1. Product Brand Consumer Product Goods

v Increased demand for transparency
and accountability in supply chains

2. Transparency by governments, NGOs and donors
v' U.S. Lacey Act,
v' EU Procurement Policies,
v' US Conflict Mineral regulation

3. Regulatory Changes v g

EU-ETS on aviation and shipping

AN

Risk / reputation management from
4. Reputation institutional investors (e.g. NPS in
Korea)
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|
Driving Forces

Walmart example

Top-down command and control approach Key areas with 15 questionnaires

]

-

Energy and Climate
Reduce energy costs and greenhouse
gas emissions

%
Supplier 0 Material Efficiency
PP Reduce waste and enhance quality
1

Sustainability Assessment

—
= ‘ . Nature and Resources
\ / High quality, responsibly sourced raw
l materials

People and Community
Walmart @ \./ Vibrant productive workplaces and
communities

Product from highly scored suppliers get better exposure on the Walmart shelf




Lean and Green Supply Chain
Indentify Cost reduction and emission reduction
opportunities
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Strategic Supply chain
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Identify and prioritise cost effective carbon reduction measures
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Sustainability issue along the value chain
Carbon cost throughout value chain

ILLUSTRATIVE
Use and Carbon related to the use and -
disposal/recyde recycle of the product
:} Delivery to
Customer Customer
Distribution ‘ Carbon related to
Centre 5 < - distribution centre
........................................... A
Central | Haulage to DC
Warehouse/ e
A A H = Carbon related to
Manufacturing site warehousing/ transformation
Shipment Shipment from Far East
Far East Carbon related to Far East
Supplier sourced products
Raw . !
. Extraction and sourcin
Materials - g

.‘ Carbon generated by the Supply chain -
Carbon emissions } A

related to raw materials Carbon emissions
extraction and related to Use and
processing Waste Management
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Sustainability issue evaluation example
Mapping GHG emissions across the value chain

CO2 eq Emissions by Lifecycle Stage
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Q&A
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