AND THE AUSTRALIAN
CARBON MARKET

Energy and Mines presentation, Perth, May 2024

Dr Anton Firth
Director - Research

Repulex
ENERGY



1. Introduction to RepuTex
2. Current state of play in the Australian carbon market
= Current prices
= Key drivers of future market development
3. A closer look at mining decarbonisation within the Safeguard Mechanism
= Marginal abatement costs
= Emissions reduction opportunities

= Potential for the creation of Safeguard Mechanism Credits (SMCs)

REPUTEX | Market briefing, May 2024

REPUTEX ENERGY
ABN 47 140 705 497
WWW.REPUTEX.COM

MELBOURNE

LEVEL 3,

443 LITTLE COLLINS STREET
MELBOURNE, VICTORIA
T+61 3 9600 0990

F+61 3 9600 3143

Page 2



Introduction to RepuTex

Company background and our experience
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=  RepuTex is the leading provider of price information, forecasts and analysis for the

Australian carbon market. We work across three streams:

= Market data & intelligence (price reporting)

= Bespoke advisory (forecasts, cost curves and analysis)

= Procurement and investment support (market access, M&A etc.)

= We publish market data, pricing & outlooks via our EnergylQ Platform

= Some quick hits —>

Over 1,000+ users of our EnergylQ platform
Over 150 customers — high emitters, traders, investors, policymakers.
Our clients make up over 60% of Safeguard Mechanism covered emissions

Our clients make up over 80% of OTC traded carbon volumes

Our clients represent over two-thirds (65%) of all ACCUs issued in Australia.

REPUTEX | Mining Decarbonisation and the Australian Carbon Market, May 2024
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Our carbon and energy market advisory team has supported major
Australian policy and regulatory developments, including:

Design of the Safeguard
Mechanism policy reform

In 2022-23 we advised the Federal
Government on the design of its
Safeguard Mechanism reforms
including baseline settings, decline
rates, and abatement and offset
uptake and market dynamics.

Development of Australia's first
ACCU price benchmark

In 2019 RepuTex launched the first
price assessment for OTC traded
ACCUs (I0SCO aligned), referenced
by Australia's most active traders.

Setting Australia’s 43%
emissions reduction target / NDC

RepuTex was engaged by the
Australian Government to model
emissions reductions across all
sectors of the economy to 2030,
establishing Australia’s -43%
emissions target and NDC.

Development of Australian
carbon exchange

RepuTex advised on the creation of
standardised carbon offset
products for exchange-based spot
and futures trading.

ME&A transactions / Placement of
over $350m in investment

RepuTex has led commercial and
technical due diligence for the
placement of over $450 million of
investment in the Australian carbon
sector via private equity and
pension funds..

Our modelling underpins
Australian emissions projections

RepuTex supports DCCEEW's
annual emissions projections via the
modelling of industrial (Safeguard)
abatement and offset supply.



Current / future market dynamics

The current state of play in the Australian carbon market
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Current ACCU prices are highly stratified, by
method, and by venue...

ACCU price spreads by method (weekly)
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Spreads are tightening for liquid methods...

RepuTex ACCU spot price and volumes - broker traded (1 year)
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Andrew Macintosh HIR
critical analysis published
(26-Mar-24)

Generic-HIR spread into
trading at near-parity on the
brokered market following
public criticism by Andrew
Macintosh.

Inteqgrity of ACCUs remains
a key watch for buyers (and

sellers)
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1. The market is ‘oversupplied’... but this may be temporary

= Supply will tighten over time as some older methods conclude.
= Compliance demand from large Safeguard Mechanism buyers is increasing
= This should tighten the market mid-decade = increase prices

2. Prices expected to average $60/t under our Central Case to 2033
= QOffsets will be therefore be key in the short term... ahead of direct action.

= On-site abatement is a more permanent hedge against higher carbon prices
= But is subject to availability/cost of technology

= Proactive companies are exploring offset investments — project origination on land, JVs with
project developers, and/or accumulation of offsets.

= This includes many non-compliance companies (between 25,000 — 100,000/t)

REPUTEX | Mining Decarbonisation and the Australian Carbon Market, May 2024 Page 9



A closer look at decarbonisation

Mining decarbonisation will be critical to market dynamics



What is the “Safeguard Mechanism™?
Australia’s new (old) compliance scheme

750 Facility gross emissions

/ (after decarbonisation actions).

600

Emission reduction project implemented
Reported emissions drop below baseline.

/ Results in SMC issuance (may be traded or banked).

“Baseline and credit” ETS.

Implemented in 2016 - reformed
in 2022 by new Labor Government.

Metal and Coal Mining = 32% of

total emissions.

Emissions intensity baselines
decline linear 4.9% from 2024-30,
uncertain after.
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Crediting for below-baseline
performance (SMCs).
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Most coal, iron ore, and nickel production
falls under Safeguard Mechanism coverage

Proportion of national production under Safeguard coverage

100% -
° 020, = Larger and/or more emissions-
o . . " -
— Sl 88% intensive commodities currently
have the highest levels of
el coverage by the Safeguard
- Mechanism.
60% - Thg pr.oportion Qf covered
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30%
20%
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0%
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Coal
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ERF + CAC Register Analysis

Long-Run Marginal
Cost Model
- For each method

CAC
deliveries

Industry
production
forecast

Facility
characterisation

Future Supply

Existing
model

pipeline

ACCU Supply Module

Output
Pre-abatement emissions
Baselines

ACCU spot price
+ +

Buying demand Cost of production

Voluntary

cancellation
Residual demand

emissions

ACCU spot
price

Holdings
model

Spot price
model

Marginal
Abatement
Cost (MAC)
model

Technology
uptake
decision

model

Compliance cancellation

T Holdings

breakdown

Compliance Demand Module
- Analysis carried out for each facility Acg:ijc:p"t ACCU Pricing Module
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Annual issuance (excl. CAC deliveries)

Compliance demand,
voluntary demand, supply,
and pricing.

Key interdependent
relationships are between
ACCU pricing,
decarbonisation, and new
ACCU generation projects.

This holistic modelling
approach is critical to
accurately simulate market
developments.

Decarb + supply costs
informed by our in-house

MAC and LRMC models
(among others).
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High emitting “compliance buyers” are key to
market development going forward

Buying demand [million ACCUs p.a.]
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We model “buying demand” to
better account for accumulated
holdings, hedging, and behaviour
across different market entities.

Compliance buyers will make up

~70% of demand for ACCUs

between 2024-33, voluntary (e.g.,
Climate Active) at ~14%.

Investors & funds will support
liguidity while building portfolios to
around 20% of total holdings.
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The ‘scale’ and ‘pace’ of industry decarbonisation
Is therefore a key driver of the ACCU market

MtCO,-e p.a.
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== Reference case covered emissions (before on-site action) == Slow Decarbonisation Scenario
== Progressive Transition (Central) Scenario * Sum of baselines
== Accelerated Decarbonisation Sceanrio

REPUTEX | Mining Decarbonisation and the Australian Carbon Market, May 2024

Our scenarios vary the cost of non-
mature and emerging abatement
technologies.

By 2030, we expect internal
decarbonisation to account for 33-
42% of the annual abatement task.

Leaves an annual short of 4-6 Mt in
2024, 24-45 Mt by 2033.

Total cumulative short of 85-159 Mt
by 2030, to 151-285 Mt by 2033.

Shortfall made up by the lowest
cost combination of ACCU offsets
and SMCs — subject to availability.
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Using available technology ~40% of Safeguard
emissions are abatable, at a wide range of costs

Marginal Abatement Cost Curve for the Safeguard Mechanism — FY24 (Zoomed In)
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Marginal Abatement Cost Curve for the Safeguard Mechanism — FY24 (Zoomed In)
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By 2030, total abatement potential is expected to
grow to ~75% of Safeguard emissions

Marginal Abatement Cost Curve for the Safeguard Mechanism — FY30 (Zoomed In)
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Marginal Abatement Cost Curve for the Safeguard Mechanism — FY30 (Zoomed In)
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We expect most sectors to uptake between 20%
and 40% of potential abatement by 2033

Abatement in 2033 [MtCO,-e p.a.] & Uptake as % of maximum abatement

30

25
20
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Coal mining LNG Mining Metals Manufacturing Chemical industry Other

B High - Abatement vs BAU Ml Low - Abatement vs BAU I Max abatable emissions
I Central - Abatement vs BAU [l Abatable emissions under $100/t

Note: % abatementand abatable volume below $100 /t shown
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No “silver bullet”

Short-term driven by high-payback
projects, incremental efficiency
Improvements, and pre-existing
projects (Moomba, N,O reduction).

Longer-term many sources of
abatement in mining applications,
expected to become more widely
available from late 2020s.

REPUTEX | Mining Decarbonisation and the Australian Carbon Market, May 2024
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Abatement vs. BAU [MtCO,-e p.a.]
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Abatement action = SMCs! Mining industries are

expected to generate the majority of SMCs

10 1

9 .

SMC Crediting [MtCO,-e p.a.]

Central Acc. Slow Central Acc.
Dec. Decarb. Dec.
2024 2028
anufacturing [ LNG Bl Metal Ore Mining 88 Other
B Vetals I Other Chemicals Coal Mining
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Slow
Decarb.

Central Acc. Slow
Dec. Decarb.
2033
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Thanks for listening!

For more information, please contact:

RepuTex Client Services
subscriptions@reputex.com

Melbourne
3/F 443 Little Collins Street Melbourne
Tel: (613) 9600 0990

WWW.reputex.com
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http://www.reputex.com/
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