Dl 5 @B““Eﬁ“ prolﬁfltl?etin

/

The Net Zero

Partnerships
Report 2021

7 Wz - aééo 60 (%

P
24 JLL

Pllding a better =[ransurban

MAYER |[BROWN



2

P3 Bulletin is a subscriptions-based information service
covering the entire P3 infrastructure market across

the Americas. Through news, in-depth analysis, a wide
range of events and the Projects Bulletin database, P3
Bulletin provides wide coverage of the industry.

For the purposes of this report, we definea P3 as a
project in which private finance is used in a long-
term partnership with a public entity to deliver
infrastructure.
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Making the switch

The role of energy transition and incentives in achieving Net Zero

he energy industry is in the midst : with financial and economic incentives,
Tofa significant transformation. . can supercharge already-evolving energy

Dubbed the “energy transition’, . policies, resulting in a transition far
the recent focus on alternative energy © sooner than planned.
sources, reflected in capital and consumer
preferences, is driving discussions and © Against this backdrop, the role of tax
decisions toward “cleaner energy”and © credits and other financial incentives
achieving Net Zero. Traditional energy © cannot be understated, as they drive
companies are evaluating whether to behavior, make potential uneconomic
pivot or expand with the changing tide. ©  projects economical, and fund research
As discussed below, these companies can and development in the critical areas of
play a meaningful and substantial rolein  : energy transition. Over 170 countries
this transition. . have developed targets in relation to

renewable energy, with more robust
A confluence of factors is driving this . plans continually evolving.
¢ transition, which we're seeing culminate :
Greg Matlock, Partner, . in real time. With the global economy . Traditional natural resource-based energy
Mayer Brown focusing on lower-carbon sources of sources will continue to play a key role in
i energy and the renewed emphasis on i the world’s overall energy mix well into

environmental, social and governance . the future. And traditional fuels can fit
issues, marginal capital is flowing into © within a Net Zero strategy if produced
energy transition projects. This, coupled © in a cleaner, more efficient manner,
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together with emissions being reduced
by methods such as carbon capture use
and sequestration (CCUS).

Further, traditional mining companies will
play an essential role in the expansion

of traditional renewable energy, as

the minerals and components in
renewable power sources are extracted
from the earth. Stated differently, the
transition to a new energy paradigm
does not necessarily mean an outright
abandonment of traditional energy
sources; in fact, traditional energy sources
can materially contribute to the transition
(through activities such as CCUS,
hydrogen, renewable natural gas (RNG),
biofuels, geothermal and others).

Carbon Capture & Storage

Although CCUS projects can be
structured in a wide variety of ways, these
projects effectively involve capturing
carbon oxides that would otherwise be
released into (or otherwise exist in) the
atmosphere. To aid in the development of
CCUS projects, Section 45Q of the Internal
Revenue Code of 1986, as amended,
provides for a tax credit for the capture
and sequestration of qualified carbon
oxides, as well as in other situations
(dependent on the source and use of
captured carbon oxides).

To qualify for the Section 45Q tax
credit, qualified carbon oxide must
be captured from an industrial
source or directly from the air using
carbon capture equipment that is
placed in service at a qualified facility
and either:

(a) disposed of in secure geological

storage (and not used in an
enhanced oil or natural gas
recovery project); (b) used as a
tertiary injectant in a qualified
EOR project and disposed of in
secure geological storage; or

(c) “utilized” in certain approved
commercial or chemical
applications.

® 6 Traditional energy sources
can materially contribute to the
transition @ §

With the infrastructure and downhole
knowledge required, energy companies
of many types can drive the emerging
market on the capture side of the value
chain; traditional natural resource
midstream companies can leverage
existing assets, know-how and experience
to drive value in the transportation

and movement of the captured oxides,
and traditional natural resource-

based companies that have a history

of upstream projects are perfectly
positioned to become the market leaders
in the sequestration (and certain other
upstream uses) of carbon oxides.

The addition of the substantial US federal
income tax credit - which was clarified
earlier this year - has driven substantial
market discussions and spurred projects
that are in various stages of realization.

Further, many legislative proposals have
been and are being advanced in the United
States to make CCUS projects (in all areas of
the value chain) more economical - with
the goal to continue to drive additional
projects and carbon capture.

Hydrogen is a clean fuel that can be
produced from multiple sources including
natural gas, biomass, solar and wind and
can be transported using the nation’s
existing midstream infrastructure (with
certain retrofitting and upgrades). There
are many “colors” of this colorless gas: the
industry has assigned colors to hydrogen
based on its source or origination or the
method used to produce it. For example,
blue hydrogen is produced from fossil-
fuel and hydrocarbon resources, whereas
green hydrogen is made from non-fossil
resources.

Blue hydrogen: derived
from hydrocarbons but
carbon capture or similar
technology is used

Green hydrogen: created
by using non-carbon-based
fuels

Recognizing the vast opportunity that
hydrogen presents, many countries

have national policies providing for
hydrogen-related financial and economic
incentives (including policies focused on
production, storage and transportation,
as well as general hydrogen-related
innovations). Currently, there are a
number of US legislative incentives being
proposed related to the production of
hydrogen to go along with a number of
existing tax incentives that are designed
to enhance, encourage and develop the
domestic hydrogen economy.

Along with using financial and economic
incentives, traditional energy companies
(especially those with petrochemical
experience) can leverage production
expertise to grow and develop hydrogen
atscale.

RNG (biomethane)

RNG is essentially a biogas that has been
processed to certain purity standards,
resulting in a pipeline-quality gas that
can be largely interchangeable with
traditionally produced, natural gas

(RNG could, as an example, be used

as a transportation fuel). Sources of

RNG can vary, with the primary ones
being livestock operations, landfills and
wastewater treatment facilities.
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Primary Sources of RNG:
Livestock operations
Landfill

Wastewater Treatment

The production, transportation and
storage of RNG has many similarities

to that of traditional natural gas, and,
accordingly, traditional natural resource
companies have an abundance of
experience that can be leveraged, used
and repurposed to develop the RNG
economy.

Additionally, various domestic legislative
efforts, as well as various state-level
incentives, have been discussed and
proposed to promote and encourage the
production, transportation and storage
of RNG.

Traditional renewable

energy sources

Power generation from wind and solar

is expected to continue on its sizeable
growth trajectory for the foreseeable
future. Traditional energy companies of
all kinds have evaluated, invested in and
installed wind and solar projects over
the past years (from repurposing idled
infrastructure assets to placing wind and
solar on topside land associated with
mineral production).

Further, certain economic and financial
barriers that once existed are no longer
problematic in the United States due in
large part to the successful operation
of the investment tax credit and the
production tax credit.
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® 6 Minerals are building blocks of

clean energy technologies @

The role of critical minerals

In addition to policies and incentives
that will be needed to drive alternative
sources of energy, a similar focus ought
to be placed on the transition of critical
minerals. Minerals are building blocks
of clean energy technologies, used in
wind turbines, hydrogen electrolysers,
batteries and solar panels (with clean
energy technologies being more
mineral-intensive than fossil-fuel based
technologies). Solar panels, as an
example, use a high amount of copper
and aluminum, and wind turbines require
significant amounts of copper, zinc and
potential rare earth minerals.

The strong growth in clean energy
technologies will fuel reciprocal demand
growth for critical minerals needed to
sustain that growth, and achieving Net
Zero goals through the use of renewable
and alternative energy sources will
require a material increase in critical
mineral development and production.
Governments have a vital role to play
through policies and incentives to
encourage sufficient mineral production,
while balancing the other energy
transition policy goals.

Overall, the market recognizes that the
energy landscape is clearly evolving

and that all companies in the energy

value chain will need to respond to the
changing imperatives. To that end, a critical
assessment of how and to what extent the
traditional hydrocarbon-based economy
can be reimagined to more effectively
address climate change is underway.

Maximizing efficiency and reducing carbon
emissions are hallmarks of today’s “energy
transition." Traditional energy companies
and financial and economic incentives

will play an outsized role in shaping and
transforming the energy industry in the
years to come - with the hope of ultimately

achieving Net Zero goals.

CCUS, hydrogen, RNG, and traditional
renewable sources are only a few of the
aspects of energy transition, which will
require combining expertise across sectors
to reimagine carbon-based activities to
address climate change. Traditional natural
resource companies, as well as industrial
and power generating companies, are
uniquely positioned to capitalize on this
emerging market and to aid in achieving
the desired long-term, Net Zero outcomes.
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Leading the NetZero Shift —
from the Intersection of P3s
and the Energy Transition

The global energy sector’s shift from traditional energy sources to renewable energy
requires sound advice from experienced lawyers who understand all perspectives of
infrastructure transactions. With unmatched experience in public sector transactions and
renewable energy projects—including batteries, energy storage and electrification—
Mayer Brown'’s Projects & Infrastructure team leads the NetZero shift from the intersection
of public-private partnerships and the global energy transition.

PROUD SPONSOR OF THE P3 BULLETIN
NET ZERO CONFERENCE

Americas | Asia | Europe | Middle East

Mayer Brown comprises legal practices that are separate entities (the “Mayer Brown Practices”). The Mayer Brown Practices are: Mayer Brown LLP and Mayer Brown Europe-Brussels LLP, both limited liability partnerships
established in lllinois USA; Mayer Brown International LLP, a limited liability partnership incorporated in England and Wales (authorized and regulated by the Solicitors Regulation Authority and registered in England and Wales
number OC 303359); Mayer Brown, a SELAS established in France; Mayer Brown Mexico, S.C., a sociedad civil formed under the laws of the State of Durango, Mexico; Mayer Brown JSM, a Hong Kong partnership and its
associated legal practices in Asia; and Tauil & Chequer Ad os, a Brazilian law partnership with which Mayer Brown is associated. Mayer Brown Consulting (Singapore) Pte. Ltd and its subsidiary, which are affiliated with
Mayer Brown, provide customs and trade advisory and consultancy services, not legal services.”Mayer Brown” and the Mayer Brown logo are the trademarks of the Mayer Brown Practices in their respective jurisdictions.
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JLL (NYSE: JLL) is a leading professional
services firm that specializes in real estate
and investment management. JLL shapes
the future of real estate for a better world
by using the most advanced technology
to create rewarding opportunities,
amazing spaces and sustainable real
estate solutions for our clients, our people
and our communities. JLL is a Fortune 500
company with annual revenue of $16.6
billion in 2020, operations in over 80
countries and a global workforce of more
than 92,000 as of June 30, 2021. JLL is the
brand name, and a registered trademark,
of Jones Lang LaSalle Incorporated. For
further information, visit jll.com.

Contact:

Kevin Wayer

CEO - JLL Public Sector and Higher
Education

+1202 7195869
kevin.wayer@am.jll.com

=[ransurban

Transurban North
America

Transurban is one of the world's largest
toll-road operators and developers,
working to get people where they
want to go, as quickly and safely as
possible. By embracing collaboration
with government, our public-

private partnerships are delivering
transformative infrastructure solutions
across five markets. In fiscal year 2020,
our customers saved 339,000 hours

on average each workday across 2
million trips on our roads with faster,
more predictable travel options. With a
leading market share of transportation
P3 investment in North America, we
are pioneering travel solutions like
dynamically tolled Express Lanes and
are partnering with government to think
about the policies, technology, and
infrastructure that will get you home
today and ten years from now. Learn
more about Transurban in North America
at: Transurban.com | Expresslanes.com |
A25.com

Contact:

Vincent Guimont-Hebert
Sustainability Manager - Transurban
North America
vguimonthebert@transurban.com
+1438 3415701



Building a better
working world

EY

EY advises clients on financial,
procurement, strategic and public-
private partnership issues for large-scale
infrastructure projects, providing support
from project evaluation to procurement,
financial close, construction and
operations, and by helping governments
strategically manage capital and

transactions, asset sales, and divestments.

Visit us on ey.com: Infrastructure
Advisory

Contact:

Stephen J. Auton-Smith

Senior Managing Director, Infrastructure
Advisory, Ernst & Young Infrastructure
Advisors LLC

Office:+1 212 773 9066
Stephen.AutonSmith@ey.com

MAYER BROWN

Mayer Brown

Mayer Brown is a distinctively global law
firm, uniquely positioned to advise the
world’s leading companies and financial
institutions on their most complex deals
and high-stakes disputes. With extensive
reach across four continents, it is the only
integrated law firm in the world with
approximately 200 lawyers in each of the
three largest financial centers - New York,
London and Hong Kong. Mayer Brown
has vast experience across industry
sectors, including its signature strength,
the global financial services industry.
Diverse teams of lawyers are recognized
by clients as strategic partners with

deep commercial instincts. A “one-firm”
culture - seamless across all practices and
regions - ensures that clients receive the
best of Mayer Brown’s knowledge and
experience.

Contact:

Greg Matlock

Partner
gmatlock@mayerbrown.com
Houston

T+1713 2382703
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This report was produced by P3 Bulletin.
For more information, visit www.p3bulletin.com



