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Overview of Key Sustainability Market and Regulatory Drivers

= Market Economics
— Supply and Demand of Green Buildings
— Creating Value for the Client Portfolio

*  The “Energy-NOI Nexus”

Incentives - Federal, State, Local, Utility, NGOs

Carbon as an “Occupancy Cost”

= |dentify and Creating “Carbon Assets”

Carbon as the new “Plastic”

A New “Stick in the Real Property Bundle*®
— Carbon Trading Market: International, Federal, Regional, State

— Sustainability Due Diligence: Evolution of the Process
+ -Energy Star, LEED, Capital Markets Partnership CMP Green Score / ANSI ( www.CapitalMarketsPartnership.com) ASTM

= Regulatory Obligations / Mandates
— Greenhouse Gas (GHG) Reductions — A Cost on Carbon
— Energy Efficiency Mandates
— Transactional Energy Disclosure Requirements - California AB 1103: Effective 1/1/10; EU Model
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http://www.capitalmarketspartnership.com/

Value Creation Drivers

Increased Revenue
Tenant Green Building Demand
Commercial - Government

Decreased Expense
Energy Cost — NOI — Cap Rate
Nexus

Value Creation

Regulatory Leverage
Renewable Energy Credits (RECSs)
Carbon Offsets
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Value Creation Drivers - A New Paradigm

o C

Academia
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Value Creation Drivers

Decreased Expense
Energy Cost — NOI — Cap Rate
Nexus

Before After
Gross Rent $20 $20

Utility/Energy Expense $3 $2

Net Rent $17 $18

Net Gain PSF $1

Square Feet 100,000 100,000

NOI Increase $100,000
Cap Rate 8%

Value Creation $1.25 Million

Capitalization (““Cap’’) Rate = Required investment return based on capital invested.
At a given Net Operating Income (NOI), a higher Cap Rate implies a lower value
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Value Creation Drivers

Increased Revenue
Tenant Green Building Demand
Commercial - Government

Before After
Gross Rent $20 $22

Utility/Energy Expense $3 $2

Net Rent PSF $17 $20
Net Gain PSF $3
Square Feet 100,000 100,000
NOI Increase $300,000
Cap Rate 8%

Value Creation W

Capitalization (““Cap’’) Rate = Required investment return based on capital invested.
At a given Net Operating Income (NOI), a higher Cap Rate implies a lower value
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I
Avoiding Carbon Occupancy Costs

G = . Carbon Tax / Offset

Required

Carbon Tax / Offset
NOT Required

""""
...........................

5/20/2009 Copyright 2008 Miller, Canfield, Paddock and Stone 7



State Tax Credits & Deductions for Renewables
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| State offers only Personal Tax Incentives

State offers only Corporate Tax Incentives
[ ] State offers Personal & Corporate Tax Incentives
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I
Grants for Renewable Energy Technologies

|:| State offers at least one grant program
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Renewable Portfolio Standards RPS

Creating Renewable Energy Credits (RECs): Three Means of Compliance

“Renewable” Sources: “Sell Side” Utility Assets

S

1. Direct combustion - Owned Facilities

« _|
Qoxe“ Power
o Generation
)

2. Capital Investment in New Renewable

Sources
(Renewable Energy Credits (RECs)

($ per MW of output)

; Municipal
i Methane/Sludge

The
“Elements”

3. Purchase of end product:

Direct to Grid

Power Purchase Agreement (“PPA”)

Distribution
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Renewable Portfolio Standards

ME: 30% by 2000
New RE: 10% by 2017

13t NH: 23.8% by 2025
¥ MA: 15% by 2020

WA: 15% by 2020*

‘ MT: 15% by 2015

ND: 10% b 2015

VT: (1) RE meets any increase

MN: 259% by 2025 in retail sales by 2012;
Xcel: 30% by 2020 (2) 20% RE & CHP by 2017

MI: 10% + 1,100 MW
A_ by 2015* } + 1% annual increase
(Class | Renewables)

5% - 10% by 2025 smaIIer utilities \
: WI: Varies by utility; [ 2t NY: 24% by 2013 S
RUTESTTE RI: 16% by 2020
Tt NV: 20% b 2015* - | é | CT: 23% by 2020 |
IA: 105 MW

ﬁz OH: 25% by 20251

0, *

$ o 2025. o 25b 2025 e | ¥ PA: 18% by 2020t |
CA: 20% by 2010 3t CO: 20% by 2020 (10us) = 'YX NJ: 22.5% by 2021 |

Tt MO: 15% by 2021 é %X MD: 20% by 2022 |
It AZ: 15% by 2025 — | 3t DE: 20% by 2019* |
I+ NC: 12.5% by 2021 (10us) ‘ ‘
_ : - 200
3t NM: 20% by 2020 (10Us) 10% by 2018 (co-ops & munis) ¥ DC: 20% by 2020 &
10% by 2020 (co-ops)

TX: 5,880 MW by 2015

OR: 25%b by 2025 (large utilities)

ans
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€
| Hl::oz/o by zozoI& é g 28 states & DC
> have an RPS
. State renewable portfolio standard Mini ; d-w 5 states have goals
-Z:Z— inimum solar or customer-sited requirement
State renewable portfolio goal % Extra credit for solar or customer-sited renewables
& Solar water heating eligible T Includes separate tier of non-renewable alternative resources I’%—IlbliI})
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Summary

=  Educate yourself. Continually.
=  Focus on opportunities as well as risks.
=  Monitor constant fluctuation and evolution in the marketplace.

=  Create a competitive advantage for your firm
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