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The Energy Productivity Index for Companies shows that companies could improve
their profits by saving energy

<

Energy productivity is a cost effective way to reduce emissions

= Evidence of 2-5x spread in energy productivity

= +2% to +10% p.a. growth in profits for underperforming companies

= Improvement needed in data disclosure

= New benchmark tool can support understanding of and engagement
around energy issues
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ClimateWorks research on industrial energy efficiency
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Data from the EEO program revealed a large variation in the amount of energy savings
Implemented by industrial companies
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Distribution of companies according to energy savings identified and energy savings implemented, % of energy use — all EEO companies, n= 2(

& Top 20% o 30%
¥ Average Top 20% @
: - b N <
22% identified S 25% <><
12% implemented £ o
£ 20% © &
S 3 <
A Other o :_ o <
[+13]
% Average Other T g 15% Y : g
= o <§>
7% identified g 5 o o
3% implemented §  10% 4X P
£ >
[ Bottom 20% 15 >% 1 A
o @
¥ Average Bottom 20% & oo " lﬁAA
3% identified 0% 5% 10% 15% 20% 25% 30% 35% 40% 45% 50% 55% 60%
0% implemented Savings identified as % of energy use

s

Source: ClimateWorks Australia (2013) Tracking Progress Towards a Low Carbon Economy: special report on factors influencing large industrial energy efficiency
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Energy management best practices that companies can consider to improve
performance are provided

Exhibit 6.55: Percentage of additional savings achieved for companies with a high score for the practice compared to
companies with a low score (DRET 2011, ClimateWorks team analysis]

 Collecting and managing energy data

Reqular analysis of

energy data 275%

« Driving greater energy productivity O operational s
from the top Soversight of orercy

Combination of 3 highest
impact practices (above)

« Establishing a supportive culture Perception of

energy efficiency

Energy embedded in
daily decision-making

 Valuing energy efficiency projects Communication of energy

internally

Energy data collection
and management

« Setting ambitious goals and targets

Energy Management
staffing

Extracted from Tracking Progress: Special Report on factors influencing large industrial energy
efficiency (ClimateWorks Australia,July 2013)
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http://www.climateworksaustralia.org/sites/default/files/documents/publications/climateworks_trackingprogress_special_report_full_report_july2013.pdf

The project is a partnership between the ClimateWorks Foundation and ClimateWorks
Australia, with strong support from investor groups
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A guide and a series of supplementary reports are available online to help benchmark a
portfolio of companies

WWW) energyproductivity.net.au

Guide for investors Sector summaries Methodology factsheet
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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/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/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/paper_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
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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 up 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

Laggards Second

° quintile
Sector
Q5
Airines A AQ4 A Q3 A Q2 AQl
- ._Qi'_. ________________________________________________________________________________________________________
Automobiles #® & €Q3 ¢ Q2 ¢ Q1
QS
Chemicals Q2 Q1
Qs @4 Q3
Construction 1 Q4 % K2 «a1
Q> Qo3
Steel 4 ++Q4 +Q3 Q2 + Q1
O
Paper - Q5 “Q4 Q3 " Q2 ® Q1
T T T T T T T T T T T T 1
0.00 0.25 0.50 0.75 1.00 1.25 1.50 1.75 2.00 2.25 2.50 2.75 3.00 3.25
% energy cost savings achieved
A~ * Quintiles refer to the 20" percentile of companies in each sector, i.e. top quintile refers to the highest 20% of companies in the sector,

while second quintile refers to the second highest 20% companies in the sector. Further detail can be found on this page.
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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)

13.8%

11.7%

10.9%

Net savings
+ 2to 10% p.a.

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

Steel company scores against key measures

General
Company Rating Energy cost resilience Energy productivity outcome Energy efficiency performance

() China Steel so% [N w% || s [ 73%

O Jswstel oo, | v | o I

@ Tata Steel 5% [N 33% N 51% | 2%

() Cia. Siderurgica Nacional - CSN 21% [ 50% 0% [ 25%

() United States Steel Corporation 20% [N 38% [ 15% [} 17%

® rosco 1% | 5% 13% 0%

. 19 companies Incomplete/insufficient data provided to CDP to conduct analysis [Alba SE, APERAM, Arrium, Bekaert NV, BlueScope
Steel Ltd, Cliffs Natural Resources Inc, Essar Steel Group, Fortescue Metals Group, Gindalbie Metals, Highveld
Steel And Vanadum Corporation Limited, Hill & Smith Holdings, Hdganas AB, JFE Holdings, Inc., KARDEMBR
KARABUK DEMBR CELDK SANAYD VE THCARET A.B., Kobe Steel, SSAB, Sumitomo Metal Industries, Ltd.,
Sundance Resources, Welspun-Gujarat Stahl Rohren).

. Non reporters All other companies did not respond to COP

. b companies Reviewed but excluded from analysis [ACERINOX, Arcelor Mittal South Africa Ltd, Outokumpu Oyj, Sims Metal
Management Limited, United Industries].

Satisfactory data Insufficient data Not included in analysis

@ Positive results; could discuss potential to () Results provisional due to data uncertainty. @ Out of scope

optimize Request additional data to confirm rating
A @ Request clarification of results and discuss @ Data provided is insufficient to conduct

potentialtoimprove 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 shows 2013-14 values unless otherwise specified

Energy cost Energy productivity Energy efficiency Additional
resilience outcome performance information
Weights 10% 10% 20% 15% 15% 15% 15%
g e - e
5 c e e | =E ES.S
Performance legend 8— a g = -E = 3- e ‘;’ ﬂ
= = sz 8
Cells were color-coded based on 0-100% scores attributed to companies for each metric* ES x - -5 25 SE ct E
h - é" Z o - L= . — o .g m v
High Low = = = 28| =9 S g 28 S Ty
> 75% >50% > 25% < 25% 2 @ w S S S= e 2 cz s 2 S5
= - oy = = =
Energy cost resilience g g é" E -g E =] '2 5 E § -g § ;..':_’ 3
= -~ — e ~ o
Energy productivity outcome 7 ; 3 &@ % %‘g o S L . o . _% ° o
Energy efficiency performance 2 g ':é g 2 o g T E E E = E = A ? a
@ c it c § c =0 T . o m S m Ec?g
Company (5] | o w L wg n F= a w o w wa o
* Detailed translation of metrics into scores is presented in the Technical Report -
$ Excluded from guintile analysis (outlier] $ Hyundai Steel 80%
Arcelor Mittal 74%
China Steel 59% 25-30%
Low guality/uncertain data JSW Steel 58% | 35-40%
1 0
Uncertain data 0.49% Tata Steel 25% 50-55%
Insufficient Data ID Cia. Siderurgica Nacional - CSN 21% 40-45% 1] NQ 1.6% 0.9% 0.30%
Not Quantified NQ United States Steel Corporation 20% 0.06 | -2.9% NQ 1.4% | -0.1% 1.99%
POSCO 14% 0.05 -2.0% 0.07% 2.8% 1.5% 0.05%
-~
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We provide example questions companies’ boards or senior management can ask
themselves, with some information 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? Are legitimate factors producing a lower-than-expected result?

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?

www.climateworksaustralia.org



Ideally, company information on energy issues should be granular, consistent and
accurate

Granularity

* Energy use, energy cost, energy cost savings from implemented energy efficiency activities

Consistency

« Energy data provided for the same scope of operations as financial data

- Data is consistent in scope year-on-year

www.climateworksaustralia.org



Example of energy efficiency activities that have been implemented by leaders in a
sector are available to compare current efforts

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

" 236% o 1
- 0.88% e Reusing blast

furnace gas, coke
\ dry quenching,

|- 0.52% Relining blast waste heat recovery
furnace, Recycling

Hyundai Steel*

JSW Steel

Arcelor Mittal

[ Retrofitt] ¥ blast furnace p
China Steel . 0.49% ® etrofiting o as, hot rollin e
facilities, process rqniLL o timisat?on Fue[5x-_~.r|tch|ng,
imoroverments p - operation and process
mpr ' generator improvements, waste heat
Tata Steel Wl 0.20% : . . lighting refurbishment g ;
: High efficiency blast replacemant : ' recovery, reusing waste
furnace, equipment equipment upgrades. gasses, lime injection,
) upgrades, Waste heat . 4 installing inverters,
POSCO | 0.07% recovery, variable improved manitaring,
speed drives. equipment replacement.

Cia. Siderurgica
Nacional - CSN

United States
Steel Corporation

Payback period of energy efficiency improvements

- <1 year - 1-3years - 4-10 years - =10years Unspecified // Truncated data

* gutlier, excluded from quintiles analysis
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Energy management best practices that companies can consider to improve
performance are provided

Exhibit 6.55: Percentage of additional savings achieved for companies with a high score for the practice compared to
companies with a low score (DRET 2011, ClimateWorks team analysis]

 Collecting and managing energy data
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energy data 275%

« Driving greater energy productivity O operational s
from the top Soversight of orercy

Combination of 3 highest
impact practices (above)

« Establishing a supportive culture Perception of

energy efficiency

Energy embedded in
daily decision-making

 Valuing energy efficiency projects Communication of energy

internally

Energy data collection
and management

« Setting ambitious goals and targets

Energy Management
staffing

Extracted from Tracking Progress: Special Report on factors influencing large industrial energy
efficiency (ClimateWorks Australia,July 2013)

www.climateworksaustralia.org


http://www.climateworksaustralia.org/sites/default/files/documents/publications/climateworks_trackingprogress_special_report_full_report_july2013.pdf
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Improving energy productivity can be a low cost and near term action for businesses to
avoid significant risk

Energy productivity is a cost effective way to decarbonise portfolios

= Evidence of 2-5x spread in energy productivity

= +2% to +10% p.a. growth in profits for underperforming companies

= Improvement needed in data disclosure

= New benchmark tool can support understanding of and engagement
around energy issues
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