Update on Energy Efficiency,
Incentives and Carbon
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"The world's energy system is at a crossroad . Current
global trends in energy supply and consumption are
patently unsustainable - environmentally, economically,
socially . But that can - and must - be altered ; there's still
time to change the road we're on.

IEA: World Energy Outlook 2008
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Without clean, affordable and massively scalable energy
sources, the world will be stuck in the Development Trap :
we'll be forced to either sacrifice our climate and
ecological  security in the name of global development or
condemn billions of global citizens to poverty in the name
of climate protection

IEA: World Energy Outlook 2008

@

ENERDBY

CYBERNETICS



Wor |l d

Economi

c For umos

1000 ‘VMM'
'Gmm' canflict ate change
i letili
Asset price collﬂme’ ‘ ma energy price volatility
Liguidity /
credit crunch Economic disparity
500 Weapons nl’ Global imbalances and’ Global governance failures
mass destruction currancy volatility
ter security
i i Chronic diseases
Slowing Cninase Ecnnnmy‘ Demographic challenges
Fiatranr.hmem‘ Regulatory failures’ ) Corruption
} Fragile states
from globalization _ ’ Flooding
Food security /
Critical information ® - ’ oo A
infrastructure breakdown ’ Infectious cgrima cyelones
250 Extreme commodity diseases Biodiversity loss
prica volatilty Earthquakes and
wolcanic eruptions Micit trada
) Terrorism
Infrastructure fra,gillty’ Air pollution ‘
Migration
Thraats fram
new technologies
Cnline data and
information security
Extrame consumear
price volatilty
Ocean governance
100

50 Space security

Perceived impact in Bilion US §

Unlikely

Likely Very Likely

Gl

obal

®

ENERGEY

CYBERNETICS

2011/09/14 7



Drivers

A Security of Energy Supply i cost of load shedding is R75/kWh
According to NERSA report

A Rising energy costs i 25% increase per year over four years until 2014 I 24

times BUSINESS
LIVE

Eskom chief financial officer, Paul O'Flaherty
15 March 2011

A Carbontax=R75 i R200tonne CO ,
18 March 2011

A Climate Change
I Carbon disclosure project
i Environmental footprint
i Indoor Comfort
I Water

A Eskom Demand Side Management programme
A Tax Incentives
A Energy Management System Standard - I1SO 50001
A Normal business
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How do we Compare?

Industrial Tariffs Excluding Tax

8.8

US cents!/ kWh
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How will we be able to compete internationally if

we use 4 times more energy for the same
economic output than OECD countries ... ? ®
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How do we Compare?

HISTORIC ESKOM AVERAGE SELLING PRICE c/kWh
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What is the Bottom Line ...?

We do not have enough energy to carry on the way we
did!

We have only a fix amount of energy and power!
We need to drastically change the way we view energy!
Shortage of energy will limit our potential to grow!

Companies that does not take the energy situation
seriously will not survive!

Companies will need to grow but without using more
power!

o Bo Bo Io o D»

What will happen to your share price if it becomes
known in the market that you cannot grow your

business because you cannot get more power for
expansions ...7?
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Business Growth Energy Security
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80% of CEOs and CFOs said
they would not spend money
to make their factories more
efficient and save money in

the long run if it will hurt their
next quarter bottom line
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What Type of Car do you drive ...?
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What Type of car do you drive ...?

To To To To Io Io

8 cylinder 4.2 |

420 hp at 7800 rpm

0-100 km/h in 4.4 sec.
14.8 1/100 km on open road
23 1/100 km in city

Top speed 300 km/h

Luxurious

To Do o o Io I

12 Cylinders

450 HP at 6200 rpm
12.51/100 km open road
17.51/200 km in city
0-100 km/h in 5 sec.

,("_'
Top speed 250 km/h o
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What Type of car do you drive ...?

Cute and efficient

To o Do To I»

4 Cylinders

200 HP at 6000 rpm
10 1/100 km open road
13 1/200 km in city
0-100 km/h in 6.7 sec.

Very efficient
F——

Max speed = 60 km/h

Range unlimited if there is sun
0-100 km/h T never

Avg possible speed 30 -40 km/h

To o Do Iw
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Energy use depends on ....

Green at type of

Labelling car do you
(as built or

design)

drive...?

How do you
drive your
car...?

Energy Barometer

ERGY
BERNETICS




HOW CAN YOU SAVE
ENERGY?




How can you save energy?

-40%

Save up to
60%

LO
>
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If you do not Match usage Improve New
need it do to component improved
not use it requirement efficiency Processes
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WHO CAN SAVE ENERGY?




Who can save?

To o o I

Everyone is responsible for saving energy.
Energy Manager cannot manage the energy use.
Energy Manager can only facilitates energy use and savings.

It is the end users/operators/customers that cause energy use,
wastage and savings.
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Technology alone will not cut It!

Who

AA.l-ha't'Xreates energy savings?

People &  Technology GEEaEasa o

People Only e
Technology B 3%
Technology -4% 1N

-10%  -53% 0% 5% 10% 15% 20% 25%

: ETSU GPG084: Managing and
Actual SaVanS Motivating Staff to Save Energy ®
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What is overall efficiency of system ...?

Electric Geyser Donkey Water Heater
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Who will change our way of thinking ...?
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The problem is...

A Too many of us stil] think accordin
paradigm:
i Alt 1 s Eskomdés and the Municipal:@
t hat | have all the power | need,
I nlf there 1isscnme poeve(rel se) screwe
I hAs | ong as | pay for the energy
when and how much | use.o

AThey can/ should fix this mess. o
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Definition of Energy Efficiency:
How do systems and processes perform?
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System and Process Behaviour

A Process Pumping A Mine Pumping

Pre-Implementation: 1 Jan 2004 to 7 Apr 2004 (Baseline period) Dally elecnlc'ty consumption vs. dally water sales
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Impact of Energy Efficiency

Pre- and Post-Intervention KPIs

Energy Use

2000 4000 . 10000 12000
Production

¢ Pre-Intervention M Post-Intervention = Linear (Post-Intervention) = Linear (Pre-Intervention) ‘
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Furnace Performance

Electricity consumption [MWh/day]
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Daily Electricity Consumption vs. Daily Total Production

Overall Period
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Furnace Specific Energy Use
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Case Study 1 Paper Mill
Specific Energy Use

Specific Energy Use
2003: 1750 2005: 1945
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Tax Incentives
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12 | Industrial Tax Incentives &
Energy Efficiency

A Legislation has been introduced to assist manufacturing
through the current economic crises & to stimulate the
expansion of ENERGY EFFICIENT manufacturing capabilities in
South Africa.

A An Income tax - based Industrial Policy Project incentive
introduced in the 2008 Revenue Laws Amendment Act (No. 60
of 2008), promulgated on 8 January 2009 as Section 12 i of
the Income Tax Act, with further clarification published in a
Government Gazette on 23 July 2010.

A All projects need to be manufacturing -related & 121
specifically includes an energy efficiency component, ie.
projects must result in a minimum of 10% energy reduction
In the year that the investment is realised, relative to a pre -
determined base year & the saving must be sustained for a
period of 4 years thereafter!
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Classification

A Greenfield vs Brown Field Investments: -

I Greenfield: New project, new or unused equipment;
I Brownfield: Expansions and upgrades.

A Preferred vs Qualifying  status:

I Qualifying: 5 points from table;
i Preferred: 8 points from table.

© Energy Cybernetics i all rights reserved


http://www.google.co.za/imgres?imgurl=http://www.iol.co.za/polopoly_fs/business-default-1.722419!/image/2294357853.jpg_gen/derivatives/box_320/2294357853.jpg&imgrefurl=http://www.iol.co.za/business/personal-finance?cache=0?image=16?cache=0?image=16?cache=0?image=16?cache=0?image=16/7.120?report=19.111161.1300779988/7.120?report=19.112987.1300954885/7.6428?ot=inmsa.AjaxPageLayout.ot&usg=__iR4AsIoJZN9VgaLLwMwTUeZcXKY=&h=240&w=320&sz=14&hl=en&start=10&zoom=1&tbnid=QF3DMkVqMpr1nM:&tbnh=89&tbnw=118&ei=7AFKTrujI6LKmAWHluiTCA&prev=/images?q=South+African+Revenue+Services+cartoon+images&hl=en&sa=X&biw=1260&bih=594&tbm=isch&itbs=1

Criteria/ Maximum Ratings

Innovation 1 1
Energy efficiency and cleaner production 2 2 ‘
General business linkage 1 1
Purchases from Micro or SME Enterprises 2 1
Direct employment creation 2 2
Skills development 2 2
Location development zone - 1

10 10
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Investment Allowance

Qualifying

T Greenfield: 35% of cost allowed as a tax deduction,

capped at R550m allowance, Ie. project cost capped
at R1.571billion. Maximum tax deduction is
therefore: -

R1.571b x 28% tax rate x 35% = R154m

] Brownfield: 35% of cost allowed as a tax deduction,
capped at R350m allowance, Ie. project cost capped
at R1billion. Maximum tax deduction is therefore: -

R1b x 28% tax rate x 35% = R98m
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|l hvest ment Al | owance |

Preferred

I Greenfield: 55% of cost allowed as a tax deduction,
capped at R900m allowance, ie. project cost capped
at R1.626billion. Maximum tax deduction is

therefore calculated as follows: -
R1.626b x 28% tax rate x 55% = R252m

T Brownfield: 55% of cost allowed as a tax deduction,
capped at R550m allowance , ie. project cost capped
at R1billion. Maximum tax deduction is therefore;: -

R1b x 28% tax rate x 55% = R154m
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