WF GROUP

7 November 2022

National Electric Vehicle Strategy Westpac Place

via: NEVS@industry.gov.au 275 Kent St
Sydney NSW 2000
westpac.com.au

Dear Sir/Madam,

Westpac Group (the Group) supports the Australian Government's national emissions reduction target of43%
by 2030 and net zero by 2050. The national fleet (both public and privately owned) mustplay its partin
national emissions reduction. Therefore, we also support Australiabecoming aglobally competitive market for
Electric Vehicles (EVs).

The objectives

We agree with the objectives of the strategy, i.e. to encourage rapid increasein demand for EVs; increasethe
supply ofaffordable and accessible EVs to meet demand across all segments; and establish the systems and
infrastructure to enable the rapid uptake of EVs. From our perspective there are two key concerns:

1) ensuring thatthe national vehicle fleetis a strong contributorto netzero; and
2) ensuring thattake up of electric vehicles is notonly confined to those people who are well-resourced.

In May 2022, the Group launched a car loan offer with a discounted rate for electric and hybrid vehicles (EV
loan). Since launch ofthe offer, EV loans accountfor 8% of flow (vs non-EVloans). We are the firstmajor
bank to provide apreferential loan rate for EVs and we consider thisto be one ofthe ways we can show our
supportfor Australia's shiftto electric and hybrid vehicles.

We're aware that this offeris only attractive to a certain demographic and thatensuring that EVs are available
to abroader cohortdoes two things: 1) Australia would notbe oversupplied with vehicles that frustrate our
ambitions to cut emissions; and 2) a broader demographic would have access to vehicles thatare cheaper to
run (notjust to buy), see below.

The Group is also supporting the transitionto hybrid and fully electric buses. Westpac is a key finance leasing
partner for mass transitoperator Kinetic for the upgrades to the bus fleet across their Melbourne Metropolitan
Bus Franchise service contractwith Victorian Government Departmentof Transport. We are also in
discussionswith many other bus operators across Australiafor new or upgraded fleetof hybrid and fully
electric buses. See below for some recommendations below with regard to the evolving challenges with
financingthesefleets.

Currently, manufacturers are penalised ifthey do notmeet certain hurdles in other jurisdictions —particularly in
Europe but also New Zealand, where the market is transitioning in accordance with the ‘Clean Car Standard’
which puts penalties on importers of vehicles into NZ ifthey don’t meet certain CO > hurdles. The consequence
of thisis, until Australiahas similar standards, Australia’s EV supply will be constrained until such time as
production levels are starting to meet demand in other countries. Until thatdemand is met, manufacturers will
continueto prioritise EV supply to other markets. For this reason, we supportthe introduction of fuel efficiency
standards.

Beyond this, there are some steps that we can take to help individualsthinkthrough their own choices.
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Incentives and information

Our early figures provide aclear illustration ofthe problem the Governmentis seeking to solve: on average an
EV loan amountis higher than non-EVloans ($46,000 vs $35,000) and — consequently —EV loan customers
have higher monthlynetincome ($7,000 vs $5,700).

However, for customers who have the means and do the sums, can be cheaper to servicethe loan and the
EV:

Table 1: lllustrative example of costsavings from switching to EV over a 7-year loan period

Electric Vehicle | Petrol Electric Vehicle | Petrol Notes
Car purchase cost $45,000 $45,000 $35,000 $35,000 1
Running costs
Kms driven per year 15,000 15,000 15,000 15,000 2
Litres/Kilowatts (kW) per km 0.18 0.108 0.18 0.108 3
Cost per litre/kW $0.30 $1.50 $0.30 $1.50 4
Running costs per year $810 $2,430 $810 $2,430
Running costs over 7 years $5,670 $17,010 $5,670 $17,010
Set up costs
Home charging station $3,000 - $3,000 - 5
Loan costs (7 year loan)
Best possible rate 4.99% 5.99% 4.99% 5.99% 6
Loan costs $8,533 $10,243 $6,637 $7,967
Cost comparison over 7 years $62,203 $72,253 $50,307 $59,977
Notes
1. Basedonaverage EVloanandnon-EV loansize (Source: Westpac)
2. Average kmsdriven peryear (Source: Canstar)
3. Average across multiple vehicle types (Source: Canstar)
4. Average across petroland energy providers (Source: Canstar)
5. Average cost of home charging station (Source: Canstar)
6. Currentbest possible Westpac carloan interest rate

In short, Table 1 shows thatcustomers can save around $10,000 over a seven year loan period where they
purchase a EV with a Westpac EV loan (4.99%) vs a petrol/diesel carloan (5.99%) — factoring in costs of
establishing home charging stationand ongoing running costs. Note this excludes considerations of vehicle
efficiency, petrol price volatility, electricity tariffs, state incentives/taxes and solar panel use.

We have included two car purchase costassumptionsto illustrate thatthe costsavings are consistentas long
as the customer is considering purchasing models within the same pricerange, i.e. the customer’s alternative
to a $45,000 EV purchase would be a $45,000 petrol/diesel vehicle. Those customers who can not afford EVs
(because there are currently no new EVs available for ~$35,000), could benefitfrom switchingto EV carsin
the long runifEV car prices fall, or if they purchased an EV in the second -hand market.

Recommendation: Broader publicity and/or further developmentof existing calculators could assist
customers to have confidence to make the switch.

However, broader considerations beyond affordability and costs also need to be addressed, e.g. existing and
planned charging station infrastructure. We note that the Australian Governmentcommitted to a $500 million
Driving the Nation Fund to establish anational EV charging network and ahydrogen refuelling network on
major highways.

In time, additional state-based incentives mightinclude discountson vehicle registration or transitlanes for
green vehicles. Federal tax incentives would be more powerful to democratise take up.
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Supply of EVs

The Group, through our institutional relationshipswith leading Governmentand Corporate vehicle fleet
managers, receives feedback and market intelligence on how clients are considering their own EV transition.
Increasingly, public and private sector ESG transition plans to ‘electrify’ their vehicle fleet by a certain date will
create an aggregate demand. However, if supply is lowand demand is high (due to ESG commitments) then
EVs may become less affordable. Therefore, itis critical thatthere be coordination between the private and
public sectors and awareness of supply requirements in order to ensure appropriate policy settings. Equally,
governmentmay wish to coordinate procurementto achieve economies of scale from global manufacturers.
This will create further supply to Australiaand drive down costof EVs overall.

Recommendation: Informed policy outcomes will need an independentbody or coalition of government
agencies to map the stated demand requirements, the supply options and infrastructure requirements. As we
learntwith COVID, countries that prioritise and move early, have a strategic advantage. We encourage
governmentdepartments and agencies to coordinate with regard to their own procurementplans to achieve
better commercial outcomes for the broader market.

Electrification of Australia’s road transport

The Group continues its proactive engagement with both State/Territory Governments and the private sector
to understand their greenhouse gas emissionreduction targets and the corresponding investments needed to
achievethosetargets. Clientconsiderations typically extend beyond passenger vehicles to include zero
emissions buses, lightcommercial vehicles and medium distance commercial and passenger freight vehicles.

Our longstanding relationships with leading fleet managers and after-market vehicle sales providers who have
commenced offering certain levels of residual values and are considering approaches to supporting a
secondary market. However, because EVs are a new asset class, the currenttechnology obsolescencerisk
and the evolving future value estimates associated with EVs presenta challenge when structuring fleet-based
funding solutions whichrequires Lessors to take a view on the future values of EV in the form ofa residual
value. Certain clients prefer aleasing solution because it offers corporates and governments more regular
upgrade oftheir fleet(s) to keep up with technological changes. Alease arrangement could also help in
avoiding asteep depreciation profile of certain asset classes and fleets can be bundled with relevantservices
such as maintenance and disposals. Akey enabler for financier supportto the sectoris having an active and
developing secondary marketfor EVs. The following are suggestions to assistin establishingand supporting
the secondary market:

Recommendation: supportend ofterm residual value positions with concessional capital providers (e.g.
Clean Energy Finance Corporation, ARENA) to supportresidual values for EVs, zero emissions buses and
lightcommercial vehicles. Allowing lessors and fleet managers, to underwrite higher residual values will help
in offering the same funding solutionsused forinternal combustion engine vehicles. Supportcould have
differentforms but may include residual value guarantees.

Recommendation: Incentivise aftermarket service providers who offer battery refurbishmentand/or battery
replacements for EVs.

A key aspect ofthe investmentin electric buses is the charginginfrastructure and making sureitis the right
scale for the expected bus operation. Given the distance travelled each day by commuter buses, scaling the
infrastructure for fast charging is importantas well as ensuring there is sufficientaccess to the electricity
network.

Recommendation: A strategic and coordinated procurementof EVs across Commonwealth and
State/Territory Governments could incentivise manufacturers and market participants to prioritise the
Australian market for supply of vehicles (andthe necessary infrastructure). Given the lifespan of many buses,
it is critical thatany new buses are low or zero emission ready to ensure significantly lower emissions from this
part ofthe transportsector by 2030.

Ensuring all Australians get access to the opportunities and benefits from the transition

Just as the Governmentis keen for Australiato benefit from EVs, the Governmentshould consider s afeguards
for lower socio-economic groups who wouldfind itharder to finance themselves into EVs and could be left
with stranded assets in the form of petrol vehicles.
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Recommendation: considerincentives in the form of tax deductibility for certain income groupsfor EVs (and
home chargers) for personaluse and/or rebates through some form of tax benefit. Governmentgrants may be
appropriate forindividuals on Government benefits. Equally, small businesses seeking to reduce their running
costs, but working on tight margins, would benefitfrom similar concessions.

Should youwish to discuss further, please contact I
|

Yours faithfully,

Richard Collyer
Director, Government Affairs, Reputation and WIB Corporate Affairs
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