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Despite the best efforts of conservative politisiand the fossil fuel
industries worldwide, support for tackling climatieange remains alive
and well in Europe.

The drive towards climate change legislation amé&weable energy within the
European Union should act as a role model for ¢seaf the world. Here are 27
individual nation states — most of them former eiesrwith at least one other
member of the EU, or in the case of the UK, a farbwligerent with about half
of the organisation — that have shown how forwaidking policies can be
hammered out despite centuries of discord. Indhise, the US has it easy.
Somehow, the Europeans have managed to be attthgadge of windpower,
innovation in renewable technology, carbon trading, if the region had a
greater landmass, it could have been a contendsofinels, too.

Huge political capital has been expended in pramgotiimate change
legislation but so far, apart from in Europe, vittie has been achieved. The
voluntary submissions for greenhouse gas abatereguésted by the United
Nations by the end of January reveal how littlegoess has been made. Like
most of the other participants, the European Unigstated its existing position
and promised to do more if broader agreement doeilceached. For the EU, the
pledge entails cutting overall 1990 emissions b2y 2020. The US has
promised to cut its 2005 emission levels by 17%heysame date. But, as the
Americans are wont to say, you cannot compare agrid oranges. The US
pledge, based on greenhouse gas levels of jusydiaes ago, translates into a
less-than-impressive target of cutting 1990 lebglgust 3.5%.

As if the US pledge was not stingy enough, the @emes — long thought of as
radical supporters of climate change legislati@ttually backtracked when
they decided to align their emissions reductiongyolith US levels. By
submitting a similar 17% proposed reduction in 2@8&Is, Ottawa blissfully
ignored its earlier pledge to cut Canada’s 2006siom levels by 20%. The
outcome of this will be an actual increase of Cé@madémissions of 3% when the
rest of the UN is working for tangible reductions.
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Within the EU, some individual states are makingremore dramatic efforts to
achieve reductions in emissions. In early FebruheyUK'’s under secretary of
state at the ministry for Energy and Climate Chadgan Ruddock, reported
Britain’s final figures for emissions cuts in 20@thich showed a 2% year-on-
year fall. Ruddock said: “We are now clearly exdegaur Kyoto target of
12.5% below 1990 levels. UK emissions are now 1946w 1990 levels
without emissions trading or 22% including emissitrading. The UK is
demonstrating the kind of year-on-year reductitwas et an example in the
world community.”

Although the reduction pledges submitted to thellyNhe end of January came
from 55 countries and account for 80% of total glodmissions, the
undertakings are non-binding and will be subjedttethe vicissitudes of local
and regional politics. With most participants witlito gloss over the missed
opportunity that the Copenhagen summit affordddsyas are now on the
Cop-16 meeting, scheduled for December in Mexico.
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Mindful that the US role in the Copenhagen sumnais warnished by the
intransigence of the Chinese delegation, US clireat®y Todd Stern has
already started to manage expectations about tttesaemit. On 9 February, he
noted that if no legally binding climate agreemeas reached in Mexico, the
summit should nevertheless not be deemed a faloleling out the prospect
that some of the serious work might actually talee@ elsewhere and before the
December 2010 conclave, Stern suggested that rgeetirch as the Major
Economies Forum on Energy and Climate, an initeatigt up by Barack Obama
last March, might be the next chance to bang htagither.

Given that the 17 members of the forum are Austr&drazil, Canada, China,
the European Union, France, Germany, India, Indanésly, Japan, Korea,
Mexico, Russia, South Africa, the UK and the US; gathering of this forum
holds out the prospect of serious negotiation.theiowords, all the key
Copenhagen players that will be necessary to aetdeslimate deal are already
lined up to tackle climate change ahead of anattestia blitz in Mexico.
Significantly, considering that the EU as a whald four individual European
countries are represented on the forum, these mgsatiill allow Europe to
make its presence felt, rather than be sidelingtiveas in Copenhagen. The
history of climate change legislation is still bgwritten; the failed Copenhagen
summit may eventually be seen as merely a footadibejt an important one,
that galvanised world leaders to finally reach etjp@ reducing emissions.
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Having shunned wind, solar and hydrogen as potengav markets for
renewable energy, Shell has finally decided it waatbecome a world
leader in ethanol.

/

It has taken European oil major Royal Dutch/Shesdklthan a year to produce a
new renewable energy strategy which — it hopeslpvapel it into the major
league in biofuels for the rest of this centuryeTecision to concentrate on
ethanol to the exclusion of other renewable ensogyces was clearly signalled
in March 2009, during Shell's annual strategy tnigf at which its then-chief
executive Jeroen van der Veer announced that tggAbutch company was
jettisoning all new investment in wind, solar, dndirogen power. Which
implied that that the only remaining strategy hatbé¢ based on biofuels.
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Even though there were howls of protest from timeweable energy industry at
Shell’s decision last year — the company was effelst writing off a $2bn
investment in areas it deemed to be dead-endsmdlie came at a time when it
was flush with cash, following the spike in oil ggs in 2008. Since then, the
going has become tougher, not only for Shell butifost of the world’s other
oil majors.

Nevertheless, the announcement in early Februaitg 88.2bn joint venture
with Brazilian sugarcane ethanol group Cosan walhsform the Brazilian
ethanol market and also lay the foundations foamthto become a global fuel
source.

The initial aim of the joint venture is to dominake domestic Brazilian market,
then use this as a springboard for exporting blefuerldwide. To this end,
Cosan is injecting 75% of its primary assets (idzig an annual 2bn litre
ethanol capacity) and its 1,730 retail fuel outhatd distribution depots. The
new joint venture will also take on $2.5bn in Cosait linked to the assets it
will contribute to the new company. For its patie$ will pay Cosan $1.6bn
over two years for its half share in the ventusewall as contribute 2,740 fuel
stations and depots. The oil major will also cdntte its 50% shareholding in
Canada-based biotechnology company logen and it§d dtake in California-
based biocatalyst company Codexis. Shell and Cesaect the new joint
venture to achieve revenue of reais 21bn ($11.32bn)
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Even though Shell might have its eye on the lomgrtedevelopment of ethanol
as a world fuel that will complement gasoline,ashmore immediate problems,
especially in its refinery division. During the samveek that Shell announced
the Cosan joint venture, it released news of a @&8p in 4Q 2009 profits, to
just $1.2bn. For the full year, profits were dowr$8.8bn, from $31.4bn in
2008. The traditional corporate strategy in tinks these is to cut costs and
Shell’s new chief executive Peter Voser talkedisfdampany becoming too fat
during the good times. Voser has decided to acelg¢ob cuts and refinery
closures in the UK, Germany and Canada. OperatioNgw Zealand, Costa
Rica, Panama and Sweden are also under reviewit®dsp poor performance
of the gas sector over the past 18 months, Shahlires committed to significant
capital investment in gas projects in both Australnd Qatar, but has finally
decided to tread more cautiously in expanding amgraitment to the exorbitant
costs of developing oil sands in Canada.

From an investment perspective, Shell's $1.2bn @gshtion into the Brazilian
venture looks like a safe bet. Spread over twosyaghe outlay will give it a
strategic position in world ethanol, at a time wigewernments are mandating it
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as a blending component in countries that are enabdupply it themselves.
This opens up the export potential of ethanol awtdle African producers may
have their own ambitions to serve European markighsethanol, Brazilian
exports will naturally gravitate towards North Aroamn markets. Although total
exports of ethanol from Brazil are now in exces8.8bn litres/year, this is
substantially lower than the 5.1bn litres expoited008.

The Brazilian ethanol industry has the capacityittually double its exports at
short notice and has now geared itself up for anegsault on the US market,
where it currently faces a stiff import tariff. Skgelobbying muscle is likely to
be employed in getting this tariff reduced or efiated completely. The US
ethanol market is mandated by government legislatiancrease three-fold to
36bn gallons (136bn litres) by 2022. Considerirgtilghly fragmented state of
the US ethanol industry — where there currentlgtexa temporary overcapacity
in production — the country will not be able to devsufficient land resources to
ethanol output over the next decade to satisfyl¢ivisl of demand. With the
prospects of a voracious US market on their dopysSeell and Cosan will be
well placed to reap the benefits of their new vestu
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Feb 11:The US Bureau of Land Management held its firstianof
geothermal leases in Colorado, originally planrarddst November.
Feb 8: The US National Oceanic and Atmospheric Admint&ira
unveiled a new service providing information omtlie change.

Feb 4: The World Bank launched a $400m forest investrpesgramme
and a $300m renewable energy scheme.

Feb 4:US geothermal group Vulcan Power received a $108ital
injection from an affiliate of Denham Capital.

Jan 27: Spanish renewable energy group GA-Solar announieed o
build a $1bn 300 MW solar power plant in New Mexino2014.

Jan 26: US windpower capacity rose by 39%, or 9,900 MW2009,
according to the American Wind Energy Association.

Jan 25: Duke Energy agreed to buy a 14 MW solar powergatajinder
construction in San Antonio, Texas from Juwi Solar.

Jan 20: The US National Renewable Energy Laboratory gaidlliinvest
$12m in four companies conducting early stage saargy research.
Jan 19: Petrobras opened the world’s first ethanol-fuepledver plant, an
87 MW plant in Juiz de Fora in southeast Brazil.

Jan 19: US pipeline group Kinder Morgan bought three etthidrandling
terminals in New Jersey, Maryland and Texas for5#1n cash and stock.
Jan 19: Scott Brown, an opponent of federal carbon emisstoading
legislation, was elected as senator for Massactsuset

Jan 19: New Mexico utility PNM contracted First Solar taildl a 22 MW
power plant by 2011.

Jan 12: Windpower advocate T. Boone Pickens said he halisedrder
for wind turbines to 300 units because of theifaliatural gas prices.

@

The Obama government has been rightly lauded for &mpting to achieve
simultaneous initiatives on economic recovery, fist reform, healthcare
and climate change. A year ago, the senator fromlihois stood out for his
ability to see the interconnectedness of importargovernment policies —
namely, economic recovery could be achieved by hugevernment
spending and tighter control over the financial setor, while massive
investment in renewables could stoke up the econonayd limit the
influence of foreign energy suppliers. But the redly — and the slow pace of
economic fortunes — is now beginning to call this:to doubt. No peacetime
president wants to be identified with just a singléssue, even though
Lincoln and Roosevelt still managed to achieve imptant social reform at
the time of national and international crises. Obara is now facing a
revitalised Republican Party that thinks it can whitle away his
Congressional control in November. By then, the pident will be facing
the prospect of his own re-election campaign — a egaign that will be
made all the more difficult unless he scores a resnding legislative victory
between now and then. He has already done all hercan promoting the
cause of renewable energy, but the thorny issue dimate change will be a
constant reminder of a missed opportunity. There i®nly one real option —
grab whatever climate change legislation he can fro Congress and
introduce a carbon tax as quickly as possible.
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Fluctuations in the supply and demand for etham@riazil have prompted the
state development bank BNDES to make reais 2.5b13%8n) in finance
available for the creation of a national ethanskrge. Although not intended to
be on the same scale as the US Strategic Petrétegerve, the new reserve is
expected to smooth out future price spikes and &lidpiate fuel shortages,
according to Agriculture Minister Reinhold Stephanideavy rains recently
affected the country’s 2009-2010 sugarcane haamsthe price of ethanol has
risen 6% in recent months. Higher prices and dvmgdieedstock have forced
the Brazilian government to authorise from 1 Febraa90-day reduction in the
amount of ethanol used as a gasoline blend, frdvh 2520%.

I G24

US Energy Secretary Steven Chu knows more than peagtle about the
importance of scientific research. With this in thithe Nobel Laureate and
former director of the Lawrence Berkeley Nationabbratory in California
revealed in late January that he was earmarkingh$8 government funding
for research into high-efficiency solid-state ligigt projects. Lighting currently
consumes about 24% of all electricity generatettténUS and it is hoped that a
new generation of solid-state lighting technologyld bring this figure down
to 16% by 2030. The bulk of the new funding ($23).5vill go to eight
companies that are focusing on cost reductionsraptbving manufacturing
processes. Research grants of $4m each were givigoptied Materials Inc,
GE Global Research, Universal Display Corporatiot ¥eeco Instruments.
The Chu funding follows on announcements madeegarlithe month of $85m
in grants for 69 scientists to pursue “early cdreesearch (when many
scientists do their most formative work) and $8@madvanced biofuel
research and fuel infrastructure.

9 " # D9

Everyone wants to be a leader of something arsdtlits burning ambition of
New Mexico’'s Governor Bill Richardson to turn hiate into a leader in
renewable energy. Richardson set his administratmyurse towards this goal
in early January when he outlined a series ofatités that he hopes will
transform the state’s economy into a showcasetfars to follow. “A
comprehensive green economy is critical to theréutf New Mexico and will
lead our state into a new era of economic vitaityg stability,” Richardson
said. At the top of his wish list are goals to Header in the export of
renewable energy and to become the centre of theisdustry in North
America. This will entail huge investment in resgmmanufacturing and
energy efficiency. As part of this drive for rendlaenergy, Richardson sees
New Mexico playing a central role in the developingfira “green grid”,
principally in the shape of the Tres Amigas powejgct that will act as a
junction between the Eastern, Western and Texagipgsd interconnections.
More immediately, Richardson said he also hopemtdle the state’s
Renewable Energy Production Tax Credit in the tepislative session to 1m
megawatt hours for solar generators.

D9 = 4

Up to 30% of the electricity supply of the eastemited States could be met
through an aggressive expansion of land and ofésivardpower projects,
according to a new study by the US Department @fr§yis National
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Renewable Energy Laboratory. “Supplying 20% ofetextric energy
requirements of the US portion of the Eastern t@enection would call for
approximately 225,000 MW of wind generation capacithich is about a
tenfold increase above today’s levels. To reach 8aesgy from wind, the
installed capacity would have to rise to 330,000 M¥¢cording to the report.
The cost estimates for ramping up this windpowey #i@m a relatively
modest $93bn to a more sobering $150bn if majostrassion infrastructure
is built in the Midwest and substantial offshor@aeity is added.

94! ! H

Samsung C&T Corp announced in late January thetlihead a consortium
investing C$7bn (US$6.5bn) in Ontario in a rangeeoiewable energy
projects. At the heart of the plans is the consibnoof four windfarms
capable of generating 2,000 MW of power and a gmiaject with up to 500
MW of generation capacity. More significantly féret Canadian province is
Samsung'’s intention to make all the componentdligaghich will entail the
construction of four factories to manufacture wiadrers, wind blades, solar
inverters and solar modules. Once these factodaes kupplied the Ontario
projects, they will sell their output to other Cdram provinces and to the US
market. Ontario Premier Dalton McGuinty said: “We doing more than just
creating jobs. We are laying the foundation hereefmnomic growth. And if
we can build the capacity here to deliver renewsdatbnology to the US
market, that's a good thing.” As part of the délag Ontario government has
agreed to buy electricity from the consortium, whidgll help it meet its
renewable obligations under the Green Energy Axt,iawill also offer
incentives worth C$435m which are tied to the maatufring plants opening
on time.

H I

Montreal-based Hydro-Québec, already the largestpgenerator in Canada
and the world’s largest hydropower company, hasiged the generation
assets of New Brunswick Power (NB Power) for C$8.Zkhe deal involves
the purchase of NB Power’s seven hydroelectrictplawo diesel units, and
transmission rights in New England for C$1.7bn. HyQuébec has also
bought for C$1.4bn a nuclear power plant in Poepreau, currently
undergoing refurbishment. As part of the deal, ldy@uébec will sell about
14 terawatt hours of electricity on a wholesalesasNB Power annually.

< % # n 4 n

Some effects of climate change are not all badt'tze implication of a new
report by the Smithsonian Environmental Researattr€én Maryland, which
has recorded a noticeable rise in the growth di&®iwood forest research
plots over the past two decades. Longer growinga@ea higher temperatures
and increased levels of carbon dioxide in the aphese have resulted in one
of the highest growth rates in more than two ceesyaccording to ecologist
Geoffrey Parker. Parker calculates that the fqukess have spurted by the
equivalent of two tons of trees per acre each yaagely as a result of a 12%
rise in CQ, a mean temperature increase of 8F16f a degree and a growing
season that has been extended by 7.8 days. Atidlsibappened in the past
22 years to both young and very mature trees irdséern US.

Spare a thought for the Minnesota Municipal Powgercy, which has
discovered that the 11 second-hand wind turbinlesught from California
have frozen rigid in harsh winter temperatures. disappointing performance
of the turbines — due to hydraulic fluid designeddperation on the balmy
west coast — has been exacerbated by the poweeraiwe’'s decision to site
the turbines in central locations in 11 citiesha state, instead of clustering
them on one windfarm on the outskirts of a towne Blgency felt that a high-
profile demonstration of windpower by 11 individumlnicipalities would
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help the cause of renewable energy in Minnesotansteéad there are now 11
turbines barely able to move even in the windiesaitiver. Plans are in place to
install heaters on the turbines to keep the hydrdiuid at the right temperature,

but the retrofitting means that substantial amoohggower generated by the
turbines will be drawn off by the heaters.
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Feb 8: French nuclear power group Areva bought Califehaaed
concentrated solar power start-up company Ausra.
Feb 2: Siemens said it would invest more than rupees($b@7m) in
windpower manufacturing capacity in India over thyears.
Feb 1: RWE Innogy ordered 48 6 MW turbines from REpowgst&m for
its Nordsee Ost windfarm.
Jan 29 Financially-troubled UK wave energy start-up QGneevent into
liquidation.
Jan 27: Two-thirds of the UK public would install househatdcro-
generation units if there were enough financiaéiives, according to a
survey by the Renewable Energy Association.
Jan 22:Irish utility ESB said it had made applications floree offshore
wavepower projects in the west and southwest tdrcke
Jan 21: Spanish energy group Iberdrola Renovables contplete
construction of five windfarms in France with totalpacity of 46 MW.
Jan 19: European aerospace group EADS Astrium said itle@sng for
partners to build a prototype space-based solaepgenerating satellite.
Jan 18: European offshore wind capacity grew by 54% to BY in
2009, according to the European Wind Energy Assiocia
Jan 15: The European Bank for Reconstruction and Developme
approved a €60m ($82m) loan for the 60 MW Suvoreirafarm in
Bulgaria.
Jan 15: UK-based renewable energy group RES bought a 360 M
portfolio of windpower assets in South Africa.
Jan 13: Portuguese utility EDP started work on its €35@6 KW Venda
Nova Il pumped storage power plant in northerntirgal.

@

All eyes continue to focus on the European renewabindustry and its
associated carbon trading, but sometimes for the vang reason. The EU
has unequivocally set out its position on emissiomeduction for the rest of
the world to see (and perhaps envy), and it has pvaled the necessary
financial incentives to kick-start homegrown renewdle industries. It is
even prepared to stump up billions of euros to buil transmission
infrastructure to carry North Sea windpower into the economic heartland
of the region. What it has not been able to achieve a successful carbon
trading market that is impervious to corruption or fraud, thereby calling
into question one of the fundamental building block of a carbon reduction
strategy. Perhaps the time has arrived to monitortie carbon markets
more vigorously and to impose a new set of penaltiespecifically designed
to keep the market free from criminal activity. This will become absolutely
essential if the concept of carbon trading is to ffid support in other
markets like the US.

9l | !

Confirmation that the game-changing European sujaefgr renewable energy
is being taken seriously will emerge next monthamdon, when an
international conference looks at the legislatind technical hurdles that need
to be overcome to get the project off the drawiogrd and into the North Sea.
Sponsored by Mainstream Renewable Power, the twaalaference will look
at how new transmission infrastructure is cru@aht¢hieving the European
Union goal of a 20% reduction in carbon emission2@20. Called
“Supergrid: The Future of Renewable Energy Intégrét the conference will
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be held on 9-1March and will include speakers addressing issfies o
governance, regulation, economics, finance, infuasiire, logistics,
transmission and technology.

& " 4 " !

France and Germany both decided last month thbsidies for solar power
were too generous and instigated broad reductiogevernment support for
business and private solar plant. France wasdifshe mark with its
announcement on 13 January to cut feed-in taffi§)(by 24% to €0.42 ($0.57)
per kilowatt hour, compared with the €0.55 rateddticed in 2006. A week
later, Germany followed suit with a proposal froeoBEomy Minister Rainer
Bruederle to cut FIT rates by 15%. The proposesd, auvhich have yet to be
agreed, would apply to roof installations from Amd for field units from
July. If accepted by the German government, the na¢es will also result in a
25% cut for farmland installations. The reductiomsubsidies confirm that the
solar industries in both countries have gainedcafimass and no longer need
direct government support.

DE ! J, 4 #

The UK government-backed Carbon Trust agency arvealim early February
its long-awaited list of recipients of £22m ($34imgm the Marine Renewables
Proving Fund. The fund is intended to finance comgmmthat were on the
threshold of demonstrating viable wave and tidetht®logies but had yet to
secure commercial backing for their schemes. Theessful applicants for the
funding are: Atlantis Resources, Aquamarine Potdammerfest Stram UK,
Marine Current Turbines, Pelamis Wave Power andividiydro. Energy and
Climate Change Minister Lord Hunt said: “The scépewave and tidal energy
around the UK'’s shores is massive and we're workingely with developers in
the UK to bring on the necessary technologies.”

9" " % # 4

With an eye as much on an upcoming general eleasaon the horizon, the
Scottish government has finally approved the fagge-scale windfarm in the
region’s Western Isles. The scheme, located oistaed of Lewis, was
criticised for impinging the view of the StandintpBes of Callanish, a 5,000
year-old circle of upright stones believed to beaaaient burial site. The
original scheme, proposed by developer Nick Oppiemhentailed 133 turbines
but this was slimmed down to just 39 turbines yastr. Further negotiations
with Scottish Energy Minister Jim Mather broughe tumber of turbines down
to 33. Additional guarantees on protecting the r@tenvironment and cultural
heritage were also secured. The £120m schemetbéas generation capacity of
118 MW. Mather said: “Since the first proposalsdowindfarm on Lewis were
put forward, I've maintained the Western Isles nplay its part in harnessing
and benefiting from our vast green-energy potenisd are now making that a
reality.” The Lewis windfarm decision has shown h@gulators can balance a
diverse range of ecological and cultural issuesilai to the type US Interior
Secretary Ken Salazar is facing with the proposapeGNind power project off
the coast of Massachusetts.

D |l! #! ! # n miun

EU industry ministers assembled in San Sebastianitihern Spain in early
February to develop a European strategy on theofadéectric cars. Current
plans to introduce electric cars vary enormoustpssthe EU with some
countries like Portugal and Germany already embgrkin a national recharging
network while Ireland hopes to have 10% of its ekt powered by electricity
by 2020. The EU meeting revealed many laudableatsmis but failed to
clarify the role of public funding that Europeanrakers need to know before
they make long-term investment decisions on dewetpall-electric models in
their fleets.
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Feb 8: Leading Chinese power group China Huaneng wastegbto be
planning a Hong Kong stock market launch for itadgower subsidiary.
Feb 5: The Philippines Department of Energy said it wasklie 10 new
geothermal leases before the end of March.

Feb 3: China more than doubled its windpower capacit23@®00 MW in
2009, according to the Global Wind Energy Council.

Jan 29: Kenya Power & Lighting signed a 20-year power pase
agreement for 300 MW of power from Lake Turkana &Vitower.

Jan 28: Chinese solar cell group Dago New Energy postpdiseditial
public offering on the New York Stock Exchange aifte proposed listing
price was sharply reduced.

Jan 26: The Indonesian government unveiled details oftan#ind that
will offer top-up finance for green investment pcis.

Jan 27:Chinese solar group Suntech announced plans toitgpfinst US
solar panel plant in Goodyear, Arizona.

Jan 25 China said it had met its target of cutting majaemhouse gas
emissions by 10% below 2005 levels 12 months abéadhedule.

Jan 21: South African electric carmaker Optimal Energydsaplanned to
start production of its all-electric five-seat Joplassenger vehicle by
2012.

Jan 20: Vietnamese property group Hoang Anh Gia Lai agpeds to
build a $120m hydropower plant in Laos.

Jan 20: Ethiopian Energy Minister Alemayehu Tegenu saiplagsion of
geothermal power in the country required investnodrit least $200m.
Jan 17:Iranian deputy minister for electricity Abbas Aledi confirmed
plans to develop 2,000 MW of renewable energy daphy 2015.

Jan 16: New Zealand Foreign Minister Murray McCully inaugted a
three-turbine windfarm at Scott Base, Antarctica.

Jan 13: Zambia, Tanzania and Kenya said they will commdndgleling a
400 MW interconnector next year.

@

China’s drive for economic growth has made its preance felt in every
market around the world and, as the commodities mdsets brace
themselves for another round of Chinese expansiothe renewables
industry should be grateful that Beijing has adopte the thin veil of solar
and windpower to cover up the more unseemly side ik economic
policies. Without the public relations benefits ofenewable energy, China
would be singled out as a pariah among developinguantries for its
increasingly visible signs of colonisation in Afria. The fact that the
Chinese have embraced renewables in such a dramafashion is good
news for everyone — if only because it has forcedgernments and
company boardrooms to consider what they need to do get back onto
the renewables bandwagon. Europe is relatively imme to the rapid
expansion of the Chinese renewable movement becaiisbas been
investing in wind and solar power for decades, dung which time many
sneered at the inefficiencies of intermittent powerThe Chinese have
taught the rest of the world a good simple lesson how to make renewable
energy work — the US might yet take a leaf out oheir handbook and show
how it should really be done.
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Masdar, the Abu Dhabi company behind the developwiethe first carbon
neutral city, moved a step closer in mid-Januaryanchising the concept by
signing a cooperation agreement with 1Malaysia [@reent to look at clean
technology projects worth $100m. 1Malaysia Develepta government-
owned development company, has aspirations to builthsdar-like counterpart
in Malaysia and sees the technology pact with Maada move in this
direction. But despite government support for suehdline grabbing projects in
both countries, the reality on the ground in Abuabheaves a lot to be desired.
A recent rescheduling of the Masdar City timetabkans that although the first
phase of the scheme will be completed by 2013rekeof the project will be
delayed by at least four years with final completiurrently estimated for 2020.
Some technical problems have also recently forcedthink over the large-
scale use of solar panels in the project. Critfidh® scheme are now
questioning the construction techniques used iméwelopment, pointing out
that little attention has been paid to building pieject in a carbon-neutral way.

Meanwhile, Masdar used the World Future Energy Siiim\bu Dhabi in late
January to announce the creation of a clean eriengywith Deutsche Bank.
The $265m fund, similar in scale to the $250m fitrst up in 2006 with Credit
Suisse, will focus on “expansion and later-stagepanies” rather than the
small- to medium-sized energy ventures which tha Bwiss fund has
concentrated on.

gr " %

Khalid Al Falih, CEO of Saudi Aramco, used the WWolconomic Forum in
Davos at the end of January to pour scorn on tbosatries seeking to shift
their oil-based economies to alternative energycssu Doubtless with the US
in mind, he chided such aspirations as “unachievahtl misleading to the
public.” Perhaps still irritated at breaking hisslkenon the ski slopes and forced
to attend the conference on crutches, Al Falih alsoed his sights on Peak Oil,
claiming that the theory was now dead. Being trelhef the world’s largest
state-owned oil company, Al Falih naturally haseated interest in keeping the
oil spigots open and although the US has publiEies its aim of substituting
Saudi oil with alternative supplies, Al Falih tdlite Davos meeting that China
had already replaced the US as its largest customer

"4 4 $ Q@

Australian geothermal group Green Rock Energy fahedinal pieces of its
Perth Basin drilling jigsaw puzzle when it won thmeew geothermal
exploration permits in January. Two permits cover orth Perth Metropolitan
area and one applies to the Dongara region of treéhNPerth Basin. “The new
permits are the final building blocks in our vempgpective portfolio in the
Perth Basin,” said Managing Director Adrian Larkifig/e can target the best
opportunities to commercialise over the next twéotar years.” Green Rock
Energy has already been offered a A$7m ($6.1m)tgnasher the Federal
Government’'s Geothermal Drilling Program to helpduevelopment of the
Perth Urban Geothermal Energy Project at the Usityeof Western Australia,
which will see two wells drilled and flow testedrihg the next 18 months.
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Jan 28: The European Union agreed a target of cutting ff8énhouse
gas emissions by between 20%-30% by 2020.

Jan 28: The US formally lodged with the United Nationsemissions
reduction target of 17% below 2005 levels by 2020.

Jan 27: The Australian government said it would not chaitgearlier
pledge to cut 2000 level carbon emissions by jestfy 2020.

Jan 21: Germany revised upwards its greenhouse gas dasaiens for
2008 by 1.3% to 958mt.

Jan 21: The Greens Party in Australia proposed a two-ygarim carbon
tax of A$20 ($17.50) per tonne of carbon dioxidieetive from July.

Jan 21: The South African government said it would haxdimate
change White Paper prepared by the end of the year.

Jan 15: Investor George Soros called for a nationwidellegp on carbon
emissions in the US.

@

The post-Copenhagen blues were certainly not dispetl by the sunshine
and glamour of the World Future Energy Summit in Abu Dhabi. If
anything, the mood was slightly funereal and providd a glimpse of how
difficult life will be in the years ahead. Meanwhik, back at the desks of the
more aggressive carbon traders, there was much tastract players but

still no cause for celebration. The reality boils dwn to some simple facts:
the carbon market will be much tougher in 2010 tharanyone expected,
especially since the US appears to be vacillatinger the efficiency of cap-
and-trade. A second fact is that carbon markets areecoming increasingly
discredited, not only in the eyes of the general flic — where they are often
referred to as institutional scams — but also in agssment of government
regulators. Fraud can happen in every economic adfity, but the European
Trading System is just one more major scandal awafyom being totally
discredited. A final unpalatable fact is the realiy that the economic
recession has done more in 12 months to reduce carbemissions than any
cap-and-trade system has achieved over its lifetim@s for the price of
carbon, recent market weakness means that the cumé €13-€14/t range
will be difficult to escape next month, but once emmomic activity picks up
again, prices can be expected to rise above €15/t.

DE 4 # % % 4

British politicians have been warned that the EespUnion’s Emissions
Trading System (ETS) is failing to deliver vital@stment, after a collapse in
carbon prices over the past year. The Environméntdit Committee called on
the UK Government to consider introducing a minimpmice for carbon,
perhaps in the form of a carbon tax. Tim Yeo, ahain of the committee said
in early February: “Emissions trading should bephej us to combat climate
change, but at the moment the price of carbon siisplt high enough to make
it work. The recession has left many big firms witbre carbon allowances
than they need and carbon prices have collapséde 'committee was told that
carbon prices will need to reach at least €100/88#) in order to encourage
clean energy technologies and energy efficiencgpide the warnings given to
the committee, the Confederation of British Indystid it was not convinced
that a minimum price for carbon in the ETS wouldessarily encourage
greater investment in low carbon energy.
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The European Commission promised in early Febrtieatyit will impose
tighter security regulations on carbon registesioWwing the theft of 250,000
carbon credits in Germany by internet hackers.thi&, which occurred on
28 January, entailed sending bogus email messagdxdin access codes for
individual accounts on national registers that tiane the Emissions Trading
System. The thieves used the codes to accessosliectertificates
representing greenhouse gas emissions from nin@&ecompanies, and sold
the certificates through accounts in the UK andrank. Although
remarkably simple to carry out, the theft was vdlatabout €3m. The latest
flaw in the carbon trading system security follawslast year's value-added-
tax scam which resulted in the loss of at leasnéBlgovernment tax revenue
when fraudsters traded huge amounts of carbon,dbléected VAT on the
trades, and then disappeared without passing thenta various national
governments. Supporters of the ETS market in Eupmet out that cyber
attacks and tax fraud scams are not confined teahzon market, and that
new markets always need time to settle down.

D9 4 % mn $ [1] % " !

Increasingly frustrated by the slow pace of progmesching agreement on
climate change, the US government has sent a digtiaé World Bank that it
will no longer support the construction of coakfirplants in developing
countries. Whitney Debevoise, US representatitheabank, said in a letter to
the development bank in January that the Obama Widtration believes
multilateral development banks can play a criticég in the future
international framework for climate finance and easist developing
countries in mitigating greenhouse gas emissiodsserengthening their
economies’ resilience to climate risks. Debevadignturged that the bank
should remove barriers to and “build demand foontw-carbon resources”.
Although the Debevoise letter came via the US TugaBepartment and is
not considered by the bank to be binding, it nénadetss is the first time the
US government has indicated it wants to changeotepolicy among
developing countries. However, such a step isdiked rag to a bull,
guaranteeing that countries like China and Indlscivhave based much of
their future economic expansion on coal, will regikat they view as
economic imperialism.

Researchers at Columbia University in New York hdiseovered that more
people are willing to accept the principle and diea$ of a carbon tax, so long
as it is not called a “carbon tax”. The universtp'sychology department
found that the phrase “carbon offset” was more pizd#e to Republicans and
Independents who were opposed to legislation crgaticarbon tax.
Democrats supported the tax irrespective of whati called. This potential
support for a carbon tax echoes a survey releast®ecember from the US
climate change lobby group Climate Task Force wklutwed that 58% of
those polled would support a carbon tax while @16 would favour a cap-
and-trade scheme. The remaining 15% did not kndlaelf wanted to support
either option.

#gmn "

Improved air traffic control management may beghiekest way to cut
carbon emissions from the aviation sector, accgrtbra report from
researchers at Oxford University. Dr Chris Caregnt Oxford’s Smith School
of Enterprise and the Environment, said more diflegtit paths and reduced
waiting time in the air represented “low hangingitft compared with the huge
investment required for new technology and biofietelopment. The
inaccuracy of current control systems means plemes be given a wide berth
to avoid collisions, Carey argues. “If that imprdyéanding and take-offs
could be quicker, stacking would be reduced andgdaould fly closer
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together by taking advantage of prevailing windsiprovements in air traffic
management could cut aviation emissions by up tarBfte short-term, while
the Smith School study says a range of measurkgling better air traffic
control could cut aviation emissions by up to 9%Pthie long term. “You
could improve efficiency by smoothing aircraft surés, much like racing
cyclists shave their legs,” Carey says. “Reduciragavill play a large part,
but the lifetime of aircraft means it will be deeadefore planes with
relocated engines, for example, are operating.”

& " # |

France moved swiftly to redratft its failed carbax by extending its scope to
cover large industrial polluters until 2013. Thelusion of large industrial
installations in a revised carbon tax proposal masge in late January and
intended as a means to avoid a second rejectidimebgountry’s Constitutional
Court. French Environment Minister Jean-Louis Bortmntinues to hone the
new legislation which is planned to be introducedlaluly.

# H

You know things have reached a critical point whaek band U2 raises funds
for a geothermal plant in Turkey. The group homegarner $450,000 to help
finance the recently-completed Dora-1 8 MW plantvadl as giving their fans
the option to buy carbon offset credits for $1.BBceeds from the credits will
be invested in emission reduction projects in dgvielg countries.
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