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Why? — Allowing Banks to Finance Coal Responsibly “ PRINCIPLES

The Carbon Principles were developed to allow for the financing of new coal-fired generation through a responsible
and robust process, addressing lender and investor concerns around carbon risk while working with sponsors to meet
the future power needs of their customers

0 Government policy and proposed legislation in the United States is creating significant uncertainty around potential
carbon costs

— This uncertainty is increasingly affecting the ability of power developers and utilities to advance coal-based power projects
beyond the regulatory approval stage

— As aresult, project sponsors are losing the coal option, potentially increasing the industry’s dependence on natural gas which
is subject to volatile price swings and growing dependence on imported LNG

(@)

In this environment of tension between carbon uncertainty and the need for a balanced supply portfolio, several leading
financial institutions have developed an approach to assessing carbon risk that is both responsible and responsive to the
concerns of investors, regulators and other stakeholders

— As lenders, our goal is to help our clients provide reliable, low-cost power to their customers
— As financial institutions we have a duty to indicate potential risks to investors, including carbon and other environmental risks

— We have developed the Carbon Principles as a set of common beliefs among leading banks, environmental groups and
power companies that stresses the need for a balanced portfolio of investment options

— The adopting banks are committed to applying the Enhanced Diligence Process to applicable transactions to include a review
of carbon risks as part of our overall diligence

0 The Principles and Enhanced Diligence creates a robust process to provide greater comfort that project sponsors and
their lenders are addressing a wide range of issues around proposed coal plants, including carbon risks 7~



Current Environment is a Legislative Patchwork a PRINCIPLES

There is growing expectation of a national climate change policy in the next five years that will limit or tax the release
of carbon dioxide by power generators. However, in the interim some regions and state have already advanced their
own initiatives to limit CO2 in what could become a patchwork of localized programs.

Proposed National Legislation Regional Initiatives

* Climate Stewardship Act of 2003 (McCain-Lieberman)
2000 levels by 2010

* Climate and Economy Insurance Act of 2005 (Bingaman)
2.4% yearly reduction in intensity during 2010-2019; 2.8%
yearly reduction in intensity during 2020-2024

» Strong Economy and Climate Protection Act of 2006
(Feinstein) discussion draft (3/06) 2006 levels through 2010;
5% yearly reduction during 2011-2015; 1% yearly reduction
during 2016-2020; 7.25% below current levels in 2020

» Clean Air Planning Act of 2006 (Carper) S.2724
2006 levels in 2010-2014; 2001 levels in 2015 CO, from Nait Loast Governon’

electric generation sector. (5/2006) [[] Southwest Climate Change [[]] WeA i rest
Initiative

. Powering the Plains D MNEG_ECP

» Safe Climate Act of 2006 (Waxman) H.R.5642. 2009 levels
in 2010; 1990 levels in 2020; 80% below 1990 levels in 2050.

(7/2006)
0 Numerous states have adopted Renewable Portfolio Standards or
* Global Warming Pollution Reduction Act (Jeffords) Greenhouse Gas Reduction Targets, independent of National and Regional
S.3698. 1990 levels in 2020; 27% below 1990 by 2030; 53% initiatives
below 1990 by 2040; 80% below 1990 levels in 2050.
(7/2006)

* America’s Climate Security Act (Lieberman, Warner)
S.2191. 10% below 2005 levels in 2020; 30% below 2005 by

2030; 50% below 2005 by 2040; 70% below 2005 levels in P o

, 2050. (10/2007)



Carbon Policy Uncertainty Raises Cost Concerns “ PRINCIPLES

Uncertainty around the nature and form of a national program creates concerns about the future level of reductions
required and the resulting costs to meet those reductions. Banks can no longer assume a business as usual
approach to long term financings in the power industry

Comparison of Legislative Climate Change Targets
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A Groundbreaking Collaborative
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Effort

The Carbon Principles are the culmination of a year-long collaborative effort by several leading financial institutions in

the power space, in conjunction with their industry clients and leading environmental groups to create a responsible

and responsive approach to examining carbon risk
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What Are The Carbon Principles? & =i

The Carbon Principles are a common set of beliefs that a balanced portfolio approach is needed in the power
industry to meet future needs

This balanced portfolio includes:
0 Energy Efficiency
— The best way to limit CO2 emissions is to not produce them
0 Renewable and low-carbon energy technologies
— Renewable energy and low carbon help meet electricity needs while also leveraging American technology and creating jobs
0 Conventional and advanced generation

— Conventional or advanced generating facilities will be needed to meet demand, including power from natural gas, coal and
nuclear technologies

When a client has selected a coal-fired power plant as the best supply options for its customers, the Carbon Principles
banks will apply the Enhanced Diligence Process to assess the potential carbon related risks of that investment as part of
our overall diligence procedures
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When do the Principles Apply?

What plants will be covered by the Carbon Principles?

0 All new construction or expansions of coal-fired power plants
with a net increase greater than 200MW

0 Built by investor-owned entities, public or private
0 Located in the United States.

0 It does not apply to non-coal plants, municipal or co-op
owned plants, or plants less than 200MW

0 This would cover approximately 70% of planned new MWs of
coal generation in the United States

Construction of new coal power plant in lllinois (source: www.cwlp.com)

In which situations will the adopting financial institutions apply the Enhanced Diligence?

0 When leading a Project Financing with known use of proceeds

0 When leading a Corporate Financing where the borrower has represented that they have a coal plant under
construction or will begin construction within the next six months

When will the adopting financial institutions start implementing this process?

0 Within six months of adopting the Carbon Principles



What is the Enhanced Diligence Process? & i

The Enhanced Diligence Process is meant to supplement the due diligence a financial institution would normally
engage in during a financing. It is meant to probe deeper into the risks surrounding future carbon policy and evaluate
the extent to which these risks have been considered and/or mitigated during the planning stage.

The Enhanced Due Diligence Process does NOT:

— pre-suppose an outcome,
— judge a company’s supply choice,
— mandate specific carbon price hurdles, policy assumptions, or technology choices

Each financial institution will make its own diligence judgments on any financing in which the Enhanced
Diligence Process is employed

The Enhanced Due Diligence Process does:

0

Provide lenders with a process by which to evaluate a proposed financing against a range of potential carbon emissions
policy assumptions and expected costs

Assess the economic viability of proposed financings under a range of carbon price scenarios

Encourage consideration of assumptions that err on the side of caution until more clarity around anticipated carbon
policies becomes available

Examine the strategies of the project sponsor to mitigate these carbon related risks

Promote a discussion around a company’s overall strategy supply strategy, including energy efficiency and renewable
efforts where applicable




All Documents are available at carbonprinciples.org
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The Future of the Carbon Principles & =i

The Next Steps for the Carbon Principles include:

0 Recruiting other financial institutions to adopt the Principles
0 Educating our US-based power industry clients on the intent and implications of the Principles

0 Working with municipal clients to lay the groundwork for expanding the Principles to the municipal
finance market at a future date

0 Ensuring that implementation deadlines are met and sharing best-practices among adoptees

0 Maintaining an ongoing dialogue among the adoptees, the power / utilities sector and environmental
advisors and other interested parties



In January 2007, Citi released a Climate Change Position Statement, the first US financial institution to do so. As a sustainability leader in the financial sector, Citi has taken concrete steps to address this important issue of climate
change by: (a) targeting $50 billion over 10 years to address global climate change: includes significant increases in investment and financing of alternative energy, clean technology, and other carbon-emission reduction activities;
(b) committing to reduce GHG emissions of all Citi owned and leased properties around the world by 10% by 2011; (c) purchasing more than 52,000 MWh of green (carbon neutral) power for our operations in 2006; (d) creating
Sustainable Development Investments (SDI) that makes private equity investments in renewable energy and clean technologies; (e) providing lending and investing services to clients for renewable energy development and projects;
(f) producing equity research related to climate issues that helps to inform investors on risks and opportunities associated with the issue; and (g) engaging with a broad range of stakeholders on the issue of climate change to help
advance understanding and solutions.

Citi works with its clients in greenhouse gas intensive industries to evaluate emerging risks from climate change and, where appropriate, to mitigate those risks.

IRS Circular 230 Disclosure: Citigroup Inc. and its affiliates do not provide tax or legal advice. Any discussion of tax matters in these materials (i) is not intended or written to be used, and cannot be used or relied upon,
by you for the purpose of avoiding any tax penalties and (ii) may have been written in connection with the "promotion or marketing" of any transaction contemplated hereby ("Transaction"). Accordingly, you should seek
advice based on your particular circumstances from an independent tax advisor.

Any terms set forth herein are intended for discussion purposes only and are subject to the final terms as set forth in separate definitive written agreements. This presentationis not a commitment to lend, syndicate a financing, underwrite
or purchase securities, or commit capital nor does it obligate us to enter into such a commitment, nor are we acting as a fiduciary to you. By accepting this presentation, subject to applicable law or regulation, you agree to keep confidential
the existence of and proposed terms for any Transaction.

Prior to entering into any Transaction, you should determine, without reliance upon us or our affiliates, the economic risks and merits (and independently determine that you are able to assume these risks) as well as the legal, tax and
accounting characterizations and consequences of any such Transaction. In this regard, by accepting this presentation, you acknowledge that (a) we are not in the business of providing (and you are not relying on us for) legal, tax or
accountingadvice, (b) there may be legal, tax or accounting risks associated with any Transaction, (c) you should receive (and rely on) separate and qualified legal, tax and accounting advice and (d) you should apprise senior management
in your organization as to such legal, tax and accounting advice (and any risks associated with any Transaction) and our disclaimer as to these matters. By acceptance of these materials, you and we hereby agree that from the
commencement of discussions with respect to any Transaction, and notwithstanding any other provision in this presentation, we hereby confirm that no participant in any Transaction shall be limited from disclosing the U.S. tax treatment
or U.S. tax structure of such Transaction.

We are required to obtain, verify and record certain information that identifies each entity that enters into a formal business relationship with us. We will ask for your complete name, street address, and taxpayer ID number. We may also
request corporate formation documents, or other forms of identification, to verify information provided.

Any prices or levels contained herein are preliminary and indicative only and do not represent bids or offers. These indications are provided solely for your information and consideration, are subject to change at any time without notice
and are not intended as a solicitation with respect to the purchase or sale of any instrument. The information contained in this presentation may include results of analyses from a quantitative model which represent potential future events
that may or may not be realized, and is not a complete analysis of every material fact representing any product. Any estimates included herein constitute our judgment as of the date hereof and are subject to change without any notice.
We and/or our affiliates may make a market in these instruments for our customers and for our own account. Accordingly, we may have a position in any such instrument at any time.

Although this material may contain publicly available information about Citi corporate bond research, fixed income strategy or economic and market analysis, Citi policy (i) prohibits employees from offering, directly or indirectly, a favorable
or negative research opinion or offering to change an opinion as consideration or inducement for the receipt of business or for compensation; and (ii) prohibits analysts from being compensated for specific recommendations or views
contained in research reports. So as to reduce the potential for conflicts of interest, as well as to reduce any appearance of conflicts of interest, Citi has enacted policies and procedures designed to limit communications between its
investment banking and research personnel to specifically prescribed circumstances.

© 2008 Citigroup Global Markets Inc. Member SIPC. All rights reserved. Citi and Citi and Arc Design are trademarks and service marks of Citigroup Inc. or its affiliates and are used and registered throughout the world.



