cessing Emission Reductions through
the Clean Development Mechanism

Carbon Markets Workshop, Wellington
4™ April 2008

James Muir
Clean Energy Finance Team

Sinclair Knight Merz
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Context for Emission Reductions

> Emissions need to peak by
2020 and then reduce

Business As Usual:
No Stabilisation

Emission reduction is a
contentious geopolitical
Issue

Global Emissions (GtCO2e

Low carbon technology,
behaviour & markets
established

2000 2010 2020 2030 2040
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How Could Emissions Peak by 2020?
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Avoiding Future Emissions Generating Emission Reductions

GHG

Intensity

3

tCOz2e /unit o
production

Sectoral Planned Emission
Baseline Project Reductions
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CDM Established in Many Developing Countries

Emission Reductions - Registered CDM Projects

1,000,000

2,000,000

Chile

Malaysia

Indonesia

Papua New
Guinea

Philippines

Fiji

_SKm

Methane

Methane Biomass

Methane Biomass Cement

Geothermal

Methane Wind

Biomass

Geothermal

Data as of Dec 2006 and for illustrative purp
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Project-Based Emission Reductions Post 2012

All countries will need options to reduce emissions

Developing countries have benefited from Emission Reductions
Emissions trading schemes in US & Australia will create demand
European Union is committed to extend crediting period

Other developed Kyoto countries likely to do the same

Strong support from finance sector for carbon finance

Standards of and demand for Emission Reductions will increase
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Implementation Bringing Carbon Finance into Projects
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Geothermal Power Case Study

Component

Steamfield Capital Recovery 2.1
Steamfield OPEX 0.6
Make-up Wells & Resource Royalty 0.2

Tax 0.4

Power Plant Capital Recovery 14

Power Plant OPEX 0.7
Tax 0.3

Total Geothermal Electricity Cost

©
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Geothermal Power - Emission Reductions

Emission Reductions:
0.7/MWh.

tCOze 10 USD per Emission
/| MWh 0.4 Reduction.

Income from sale of
Emission Reductions:
0.7c/kWh

Grid Geothermal Emission
Baseline Project Reductions

©

SINCLAIR KNIGHT MERZ | achieve outstanding client success - il
cleanener
finance







