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accounting effects of consummating a transaction. Unless expressly contemplated hereby, the information in this presentation does not take into account
the effects of a possible transaction or transactions involving an actual or potential change of control, which may have significant valuation and other
effects.
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2009 EU ETS market activity

CER Supply & Demand against European Industrial Production
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Phase lll price summary assuming an international agreement

Demand for CERs mmT CO2 across Phase lll
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US climate change policy formation has moved into the Senate

Key policy developments in 2009/2010 Overlay of US House votes for ACES and states with significant coal and
manufacturing activity

m House: Passed American Clean Energy and Security th
Act (“ACES” or “Waxman/Markey”), June 26, 2009 June 26 ! 2009

ACES passed House with a close vote: 219 -

® Senate: Not expected to address climate change
legislation until spring, 2010

= 60 votes needed to pass legislation

= Key issue is to soften economic impact (e.g., job
loss in coal/manufacturing states, energy
price increases)

= Environment and Public Works committee passed the
“Clean Energy Jobs and American Power Act”
(November 5, 2009)

= Contentious 11-1 procedural vote
m  Passed out of committee without amendments

m  Stabenow introduced the “Clean Energy Partnerships
Act of 2009” (November 6, 2009)

= Contains extensive list of offset projects/categories

= Kerry working on compromise bill with Lieberman,
Graham and the White House to secure votes for a
climate bill

.

100% of delegation in favor

>50% of delegation in favor

m  EPA published its finding that current and projected
concentrations of six GHGs threaten the public health

and welfare of current and future generations -
December 15, 2009 i__ ! Coal dominated electricity generatlon and/or
( ) >15% of state GDP from manufacturing

<50% of delegation in favor

0% of delegation in favor

= Possible avenue to develop cap-and-trade for
GHGs under existing Clean Air Act

Source: EPA, Bureau of Economic Analysis, J.P. Morgan analysis
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Timing: expect policy-driven volatility in the formation of a US market

Early-stage: US climate change Mid-stage: Policy implementation and Mature-stage:
policy development market formation Commoditization

()

E Today Potential timeline ——— g 2012 or 2013  US Federal emissions trading program begins
T ! '

E Draft: Bill: Full Energy Passage by : US Senate Bill President's Administrative Market system preparation |ncludes all electricity Incorporates Expands to include
— American American & Commerce us | and Signature processes (e.g., | generators and industrial facilities natural gas
— Clean Clean Committee House | Reconciliation EPA rulemaking, Pre-compliance positioning | transportation fuel and refineries distributors

c Energy and Energy and vote | with determination of | combustion

(@] Security Act Security Act : US House eligible offsets) |
= e o ® O o o ®

£ March 30 May 15 May 21 June 26 : Winter & Spring 2010 T —— : ETS launch + ETS launch +

—_ | Spring Winter 2011 | 2 years 4 years

o | senate politics (e.g., 60 vot I
L : nee:gez)pm cs (e.g., 60 votes :

| ™ Competing priorities (e.g., |
| Healthcare, Education) !
|
= Regulatory uncertainty: Multiple unknowns around = Clarity around offset rules and procedures = Full suite of market/risk products
targets, timelines, covered entities, eligible offsets . . .
g | |
and allowance allocations _Pollcy c_ertalnly redupes risk followed by Near convergence of offset and
increasing carbon prices allowance prices

m At present limited speculation (i.e., few market
participants taking early actions despite a crowded
sideline)

m Significant increase in investment and market activity

Characteristics

Inflection point: Once rules are formed,

prices gap or increase rapidly.

lllustrative risk trend Prices reflect

----- lllustrative pricing trend Timing and rapidity of this inflection is a ke
pricing - event for n¥arket participants . supply/demand

Relative price/risk level

Prices reflect Pre-Compliance Strategy: Preparation for
uncertainty

- contingencies and early stage risk

management could reduce compliance costs
for covered entities
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