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Ernst & Young’s market leadership

Project finance Renewable Energy
More mandates in 2008 than any other financial advisory firm

Global and EMEA
Top two by advisory mandates won

Firm 2008 2007 2006 2005
Ernst & Young 1 1 1 1
PWC 2 2 2 2 2008

Source: Project Finance International, January 2008
Financial Advisor of the Year —

Deals closed Project finance PFI/PPP deals E?nesrtlzw\?ghensg
Value Value

Financial advisor Deals (US$m) Deals (US$m)

1. Ernst & Young 31 7,758 25 5,940

2. KPMG 27 9,313 24 7,995

3. PwC 27 7,476 22 3,330

Source: Dealogic Global Project Finance Review 2008
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Major European credentials

Solar Biomass

Clairvoyant Energy Helius

Econcern Bical

RWE AG Scottish
Biopower

2008: 13 deals
US$1.5bn

Peel fundraising Viridor

Alirtricity Grundon

The Banks Group Cory
GMWDA
NLWDA

Waste and EW
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Global investment in renewable energy is
dominated by asset financing

Clean energy investment Global investment in clean energy by sources
continues to grow, despite ~ ©' nance
the credit crunch 180
160
Investment expected to reach 140
US$450bn p.a. by 2012 and 120
more than US$600bn p.a. 5 100
from 2020 % 80
Asset financing dominates ig
the investment market 20 I —
0 =

2004 2005 2006 2007 2008

Public markets B VC/PE
Asset financings Small scale and R&D

Source: New Energy Finance (NEF) — Global Insight Overview
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As part of a broader value chain

Technology Technology Manufacturing Roll-out
research development scale-up (asset finance)
Government

Venture capital
Private equity L. S
R&D and clean energy incubators
Public markets

Asset financing

Asset financing forms the largest proportion of total investment

The increase in asset financing in the past few years has been largely
stimulated by the wind sector
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Drivers for renewable energy investment
have changed over time

) sefor P ow )

1970s Energy security — reliable
Oil price spike due to Middle sourcing
East Climate change and GHG
Security of supply emissions

1980s and 1990s Policy and increasing public
Volatility of fuel prices support for renewables
Climate change of increasing Credit crisis:
Importance

VIM and affordability

Job creation
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This Is leading to a new direction for the
iIndustry

Consumer empowerment Changing utility business model

- -

Value for money and affordability of decarbonisatio n

Centralised energy infrastructure inadequate
Policy drivers increasingly onerous

Intermittent energy and decentralised generation

b, b

Alternative uses for greening Technical and resource alignment
the gas network at the EU level
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Today’s energy is supply driven
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Centralised
generation
dominated by
large power
producers

Energy as a
commaodity
transported

through fixed
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The ‘democratisation of energy’ —
consumer empowerment

Drivers
Security of supply
Price security

AT

Domestic

Industrial and
commercial

Enablers

Emergence of
commercialised technology

Demand side management
and energy efficiency

Information
Financing?

/
/f\i]\

Consequence
Users become generators
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The ‘democratisation of energy’ —
the Polluter Pays Principle

AT

Domestic I
-
commercial
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Consequences - utilities can benefit from shifting | andscape

Traditional market for electricity supply likely to decline

Business models that reward decarbonisation and reduced
energy usage
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Drivers

Increasing cost of
GHG emissions
Security of supply
and energy price risk
management severe

Enablers

Potential large scale
generation at point
of use

Accelerated need for
transport and
storage solutions
Policy support
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Some of the potential impacts

Domestic

Industrial and
commercial
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Rapid evolution of embedded
generation technology and
energy efficiency

Smart metering and
energy management

=
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Re-assigning
existing
infrastructure

Biogas and energy efficiency in a future energy market

Dynamic and
intelligent energy
transmission and

storage
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Use of existing gas network in a low carbon
generation world

Biogas Potential for 15% renewable gas by 2020 1

52 TWh

Economics — Policy support (RO and RHI) vs cost

Carbon abatement — high potential compared to other
intermittent renewables. “...significant contribution to
2020 carbon reduction targets”?

Total gas

supply
297 TWh

USPs of biogas
Utilisation of existing distribution infrastructure
Unique access to retrofit domestic customers
Avoid need for microfinancing solutions
Congruent with the implementation of district heating schemes (e.g. CHP)
CO, efficiency

Sources:
1. As % residential gas demand (baseline scenario NG paper, January 2009)
2. NG paper: “The potential for Renewable Gas in the UK”, January 2009
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Smart grids will be needed to cope with
rising and complex demand/supply

A vision for the future

Smart Demand _
= appliances management Flexible and robust
grid management
Q Grid sensors
0 Dynamic and
il intelligent metering
Processor 0 % %—H
technolo _
0 L e = 3 Better protection
/f\ /f\ % = E— [? against fluctuations
m% in supply
i o <
Isolated
Energy (D microgrids Incrgased use of IT
storage i to direct flow
' —===
Energy efficiency to
reduce overall
demand
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Technical and resource alignment at an EU-
level

Leverage natural
resources and
share inter-
mittency risk

Efficient use of
natural resources

EU policy
needs to
change
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An outlook for the future

The changing utilities landscape provides opportunities to the industry

New business models are required to reflect the shift from selling
commodities to becoming services providers

Access to and use of technology will be a key enabler and a long-
term source of competitive advantage

Innovative financing solutions will be required to ensure participation
in the market by all users
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Financing a sustainable future

Dr. Jim Fitzgerald, Assistant Director

Energy & Environmental Infrastructure Advisory
Tel: +44 (0)20 7951 2901

Email: jfitzgeraldl@uk.ey.com

www.ey.com/renewables
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