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Executive Summary

Il nternational treaty of slrég@resthatfDangdioes Oloatel d 6 s ¢
Change be stopped now.

NASA and other | eading scientistsod findings ¢
exceeded the safe limit of climate pollution and are currently at a Dangerous level in violation
of US and international law, placing human health and environment at an unreasonable risk.

The I ntergovernment al Panel on Climate Change
governments and leading climate scientists who were awarded the Nobel Peace Prize.
IPCCconcludes that at todayo6és Dangerous | evel , ¢t

irreversible impacts to:

food supply

infrastructure

health

water resources

coastal systems including rising sea level

ecosystems with high confidence of extinction of many species and reduction in
ecosystem diversity

global biogeochemical cycles with increasing ocean acidity adversely impacting
organisms including corals

ice sheets with partial or near-total irreversible deglaciation of Greenland and West
Antarctica

modes of oceanic and atmospheric circulation

migration

conflict

aggregate market impacts and distribution
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IPCC and leading scientists believe that climate pollution growth must be stopped in the next
10 years or else Dangerous Climate Change may likely go Irreversible causing the
unacceptable risks enumerated above. Such action will also provide an economic stimulus.

Accordingly, there is a consensus on the need to make substantial near term pollution

reductions to stop pollution growth and start a decline in the overall pollution level, by

leading climate scientists, governments, global security experts and the insurance and real

estate finance industries. Insurance and real estate finance show substantial added costs

from climate damages to their safe operaton s, whi ch Moodyés call s a

A task force of leading global security experts concludes that runaway climate change
Awoul d destabilize virtually eStemRguieva(@®@®ct of
concludes that runaway Dangerous Climate Change may wipe out 20% of global GDP.

Moreover, climate pollution is accelerating beyond even the worst case IPCC pollution
projections.
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Based on successful precedent and quantified benefits, Sustainable Building Investment
Underwriting Standards and Sustainable Mortgage Backed Securities (SMBS) can reduce
the needed amount of climate pollution over the next 10 years to prevent Dangerous Climate
Change from going Irreversible. SMBS are bonds backed by 100% green buildings with
sustainable products.

Green buildings are energy and environmentally efficient and more valuable than
conventional buil dings based on completed du
leading investment banks and rating agencies. Sustainable products are best for the

environment, economy and social equity.

Certified climate neutral buildings reduce climate pollution by 100%, certified sustainable
products reduce it by 40% over the global supply chain, and certified green buildings reduce
it by 35%. At expected near term green building market penetration, Sustainable Investment
Underwriting Standards and SMBS will:

1 Add about $1 trillion/ yr. to the economy

1 Provide an additional economic stimulus through higher valued collateral and
innovative new products improving investor confidence

1 Promote energy and global security

1 Stop Imminent Irreversible Dangerous Climate Change

1 Substantially increase investment bank and rating agency profits through fees in
resecuritizing the building stock

Based on IPCC projections of pollution growth adjusted for validated accelerated growth,
about 2.8M certified green and climate neutral buildings and 1.2M certified sustainable
products are needed for 2008-2015 to stop Imminent Irreversible Dangerous Climate
Change.

The Capital Markets Par t ner shi p, i ncluding the worl dés |
consensus standards as part of its due diligence covering these certified green buildings and
sustainable products (Standards Requirements 2.0 2006).

The Standards and Schedule of needed green buildings and sustainable products provide
for increased traction in the next few years, with a larger scale 25%/yr. of needed buildings
and products certified from 2013-2015.

The number of needed buildings and products is conservative incorporating an added 60%
margin of safety allowing for uncertainties and accelerated pollution growth. The Capital
Markets Partnership (CMP) will measure and report progress and initiate any needed mid-
course corrections.

Il t6s I mportant t o noeoaotedredezakor dtate aejuirdmeresifoe ar e
needed climate pollution reductions over the next 10 years to stop Irreversibility. Thus,
Investment Underwriting Standards and SMBS are singularly important and CMP Members
have responded by launching $70B in 2007 Climate Pollution reduction initiatives in fulfilling
their legal responsibility to accurately reflect climate risk.
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Needed Near Term Pollution Reductions to Stop
Dangerous An thropogenic Int erference (DAI) with
Climate / Irreversibility

1. Intergovernmental Panel on Climate Change (IPCC) Background on
DAI & Irreversibility

IPCC conclusions are important since its 2007 Fourth Assessment Report is the latest
consensus climate change positionofthe wor | ddés governments resu
recipient of the Nobel Peace Prize.

IPCC relies on the binding international covenant to avoid Dangerous Anthropogenic
Interference (DAI) by the 1992 UN Framework Convention / Treaty on Climate Change.
Anthropogenic means man made.

| PCC6s Fourth Assessment Report 1 denbDAlLkeyes a:c
vulnerabilities including magnitude, timing, persistence and irreversibility of impacts

(Schneider et al. IPCC Climate Change 2007 Fourth Assessment Report, Chptr. 19,

Cambridge U. Press, at 781-2).

These vulnerabilities identify where people and systems can be adversely affected by
serious impacts and / or irreversible consequences to (Id. at 782-3, 787, 792-3):

food supply

infrastructure

health

water resources

coastal systems including rising sea level

ecosystems (high confidence of extinction of many species and reduction in
ecosystem diversity)

1 global biogeochemical cycles (increasing ocean acidity adversely impacting
organisms including corals)

ice sheets (partial or near-total irreversible deglaciation of Greenland and West
Antarctica)

modes of oceanic and atmospheric circulation

migration

conflict

aggregate market impacts and distribution
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This 1992 Climate Change Treaty Article 2 states the need to achieve:

fstabilization of greenhouse gas concentrations in the atmosphere at a level that
would prevent dangerous anthropogenic interference with the climate system. Such
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level should be achieved within a timeframe sufficient to allow ecosystems to adapt
naturally to climate change, to ensure that food production is not threatened and to

enable economic development to proceed in a sustainable manner. O

It is appropriate that Wall Street policy decisions be based on this Treaty's consensus
position of the workommi gsvgornmemmenwisi ¢ lo

Aav

anthropogenic interferencéYwhethethalcli m&CeCt

2007 Fourth Assessment Report, Chptr. 20, Cambridge U. Press, at 837).

Without the cessation of emissions growth, IPCC and other leading scientists’' conclude
serious irreversible impacts may | i kKeal782ahde
Hansen et al., Dangerous Human-made Interference with Climate: A GISS modelE study,
Atmos. Chem. Phys., 7, 2287-2312) (collaboration of leading US & French climate scientists).
As the tipping points pass, "there is an acceleration, potentially uncontrollable, of emissions

of vast natural stores of greenhouse gas," according to Hansen (NASA: Danger Point Closer
Than Thought From Warming, ABC News, May. 29, 2007). Even "moderate additional”
greenhouse emissions are likely to push Earth past "critical tipping points" with "dangerous
consequences for the planet” (1d.).

IPCC concludes that certain impacts are irreversible and persistent (Schneider et al. 2007 at
785-6):

1 Irreversible impacts include changes in regional or global biogeochemical cycles and
land cover, loss of major ice sheets, shutdown of the meridional ocean overturning
circulation, extinction of species, and loss of unique cultures.

1 Persistent impacts include near permanent droughts, intensified cycles of extreme
flooding

It is also appropriate that Irreversibility be used as a risk management / Policy issue given the
seriousness, magnitude and imminence of the risk.

2. Scientific, Insurance & Real Estate Finance Industries Conclusions
Supporting Immediate Substantial Climate P ollution Reductions

IPCC concludes that:

1 Man made climate change hascausedii ncr eases i n human
glaciers,andincrease s i n t he frequency and/ or i
(Schneider et al. IPCC 2007 Fourth Assessment Report at 781).

i

mor
nt e

T Mctions to mitigate climate change reduc
actions €& increases risks. € The probab

[record droughts, heat waves, floods, storms, fires] is very likely to continue to
increase as long as greenhouse gas concentrations and temperature continue to
i ncr e(dsae782).
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http://pubs.giss.nasa.gov/abstracts/2007/Hansen_etal_1.html

1 fRecent extreme climatic events have demonstrated that such events can cause
significant loss of life and property damage in both developed and undeveloped
countrieso(ld. at 796).

1 A [ li@dte change could adversely affect hundreds of millions of people through
increased risk of coastal flooding, reduction in water supplies, increased risk of

mal nutrition and increased risk of otexpos

Disease study estimated that the climate change that has occurred since 1990 has
increased mortality, and that projected climate change will increase future disease
burdens even widtah798.dapt ati ono

1 fM]itigation activities involving near-term emissions reductions will have a
significant effect on [COZ2]concentration and temperature profiles over the next
c e nt (idray &04).

Another key consideration affecting climate damages is that current estimates are
understated: [G]lobally aggregated figures from integrated assessment models
underestimate climate costs because they do not include significant impacts that have not yet
been mon(PPC, Yahalebal., Fourth Assessment Report 2007, Chptr. 20 at 813).

Leading ScientistTeq® Oamalidsidenof mands effec

underscored by the fact that fivarmth of the last half century is unusual in at least the
previous 1(A$penk Qyestians ® Btephen H. Schneider, Ph.D, at 1, 2007), and
o[ clJurrent | evgasesareohighegnovetean &t any ime in at least the past

650, 000( $emar Blbchol as Stern, author, UKO6s Rev

Change, British Embassy, Sept. 27, 2007).

Further, current knowledge shows that [Irreversible] Dangerous Climate Change can only be
reliably prevented by the most stringent climate pollution reductions (Yohe et al. at 827).
Schneider echoes thisview:. i To avoi d warming beyond a few
spread negatives impacts and unacceptable risks, major mitigation policies that reduce

emi ssions are necessary. é Pol icies [ememged
efficiency, green power]i nv e s t (Behneidsr,0Aspenia Questions 2007 at 6).

Recent testimony under soac now.s Stégheh Echnsitler, BheDt, 6f s
Stanford University testified to the House Ways & Means Committee (Feb. 28, 2007 at 2):

€

fContinuation of 6business as usual 6 raises a seriou

management point of vi esyhusinkssésenheabhec ur ity agenci e
establishments would accept such high odds of potentially dangerous outcomes
without implementing hedging strategies to protect themselves, societies and

Nature frotherisksi of ¢l i mate change. ¢é This is just a plane

extension to the risk-averse principles that lead to investments in insurance,
[military] deterrence, precautionary health services and business strategies to

minimize downside risks of uncertainty.0O

James Hansen, Ph. D, testified to the House Select Committee on Energy Independence &
Global Warming (Apr. 26, 2007 at 3):

ACrystallizing scientific data and analysis reveal
dangerous climate change, to tipping points of the system with the potential
for irreversible deleterious effects. The information derives in part from
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paleoclimate data, the record of how climate changed in the past, as well

as from measurements being made now by satellites a
Hansen relies on actual data, not models, and concludes (Id.) that very little additional
climate pollution will cause:
1 Anintensification of subtropical conditions greatly exacerbating water shortages in the
American West and many other parts of the world
1 Likely semi-arid states from west and central Texas through Oklahoma, Kansas,
Nebraska and the Dakotas increasingly drought prone and unsuitable for agriculture.
1 Extermination of a large fraction of plant and animal species
1 Loss of all summer Arctic ice with devastating effects on wildlife and indigenous
people
Hansen is recognized by the President of the National Academies of Science as the top one
or two climate scientists in the world (60 Minutes Mar. & July 2006). He concluded that we
have to make substantial reductions in the next 10 years to stop DAI / Irreversibility (Der
Spi egel | WhetNeed to iTakenActioriiSoon, 6 Apr . 10, 2007) .
On 60 Minutes, March & July 30 2006, Hansen emphasized:
"We have to, in the next 10 years, get off this exponential curve and begin
to decrease the rate of growth of CO, emissions. And then flatten it out.
And before we get to the middle of the century, we
declining curve. 0
"1f that doesn't happen in 10 years, then | donét
warmingunderone degree Cel sius and that means wedre goi
thereds a great danger of passing some of these t
sheets begin to disintegrate, what can yo do abol
il

rope around the ice sheentdtheicésheetscandét bu
It will be a situation that is out of our control."

Insurance & Real Estate Finance. Reinsurers_Chief Risk Officers' (CRO) Report concludes
that continued damages from climate change will likely cause the end of private insurance:
fthe sheer magnitude of climate change could in future impact a large number of industries to
such an extent that sustainable insurability may ultimately be put into questiono(CRO
Briefing Position Paper - Climate Change & Tropical Cyclones in the North Atlantic,
Caribbean and Gulf of Mexico at 10 (2006). Total economic losses during 2004-5 from
storms alone were $130B USD (Id.).

Lloyds 360 Risk Project Report (2006) urges immediate action - "or the changing climate
could kill us. ... reduction of CO2 emissions is crucial" (at 4).

Insurance is 10% of the economy and affects all of it (National Association of Insurance
Commissioners 2006). CERES 2005 Report, Availability and Affordability of Insurance
Under Climate Change, A Growing Challenge for the U.S. (E. Mills, R. Roth, Jr., E. Lecomte)
concludes that the insurance industry is being substantially damaged by climate change,
causing insurer withdrawal of coverage forcing taxpayers to pick up the financial burden:

ARating agenci es suerssuchpas Allstateragd State Fagreon i n
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notice for possible ratings downgradeso (at 6).

Al nsur ed U-related lossesaate lgrewing 10-times faster than Premiums
and the overall economy, and even faster when compared with population:
1971i2 0 0 4&td7). (

Ailn Florida, the wave of hurricanes in 2004 prompt
despite which seven private insurers stopped writing homeowners policies in the
state or withdrew from the market altogethero (at

iMeanwhi | e, -ppwdedemomamEflood insurance programs are
experiencing rising losses, wildfire events are causing two times more
damage compared to a few decades ago, and coastal erosion insurance is
entirely unavailable. The latter issue is an especially acute concern because
climate change is expected to cause a twin combination of sea level rise

and stronger storm surges, a direct physical threat to many coastal properties
in thdat8). S. 0

ARGl obally, economic costs due to ndoldinthalest c at ¢
40 years, while insured losses have increased 14-f o | (Britisb Association of Insurers

testimony to The Stern Review, citing Annual Review of Natural Catastrophes 2003. Munich

Re Topics 2004, at 7). Natural catastrophes could double within a decade (Id. at 22).

Withdrawal of coverage is not a complete financial solution for insurers and reinsurers due to
potential financi al l'iability from |l ong term

Climate Change also threatens real estate finance which is a $4 trillion industry just for
securitization alone, according to the SEC (Staff Report of the Task Force on Mortgage-

Backed Securities Disclosure ( 200 3) ) . The Mortgage Bankers
Natural Disaster Catastrophic Insurance (2006) highlights adverse impacts from the decline

in availability and affordability of insurance from climate damages:

il R] eports of property insurance rate increases of
the norm, with some borrowers reportingincreases of up to 600 percent. &
Borrowers purchasing property é reported that the
costs in Florida and the Gulf Coast have caused the delay or cancellation of

some deals. Deals have been cancelled either because catastrophic insurance

was not available or the pricing of catastrophic insurance lowered the debt service

coverage ratios to unacceptable levels (at 39).0

iGiven the hard market conditions for catastrophi
with the challenge of meeting insurance underwriting requirements without full

replacement cost insurance either unavailable or unaffordable (or both) in

some areaso (at 40).

Moodys raised the concern that movement away from full replacement cost

insurance policieso comudédi thaivrap Iiiseatiioonsodo (at 42).
AAs indicated by Moodys, | oans that are included i
costs insurance coverage or have Atroublingodo | angt

increased subordination levels. This could increase the size of the of the B piece
tranche in a securitization. At this point, B piece buyers will have to carefully
examine the hurricane or other catastrophic risk exposure of the loans without full
coverage and factor this into their modeling and decision process for purchasing an
interest in a B piece poolodo (at 44)

Acting Now to Secure a Healthy & Prosperous Tomorrow 9



Al nsurance Company Rating Agenciesd Concerns Shrir
Capacityo (at 45).

iCatastrophic insurance pKairmailevelsdum@increasedr er r et ur n
loss expectations from hurricanes and rating agency scrutiny over an insurance
companyds overall exposure to catastrophic event s

ifAvail able and Affordable Property I nsurance is E:¢
Industry. Both residential and commercialmor t gages require fiall risko in
coverage to be in place during the life of the mortgage. Consequently, disruptions

in the availability or affordability of property insurance seriously undermines the real

estate finance industry by shifting catastrophic property damage risk from the

insurance industry to the real estate finance industry which has not priced such risk

into its product offeringo (at 46).

European Union, North America & Global Security. The European Union concurs on the

need to act now. Stavros Dimas, EU Commissioner for the Environment said, "Climate

change is one of the gravest threats to our planet. Acting against climate change is

imperative" (U Pl ans St eep Emi ssi ons CuBnsronmentalAv er t
News Service, Jan. 10, 2007).

The Commission, Europe's executive branch of government, warned that if left unchecked,
global warming is likely to trigger regional conflicts, poverty, famine, disease, and migration

(1d.).

Climate change impacts are pervasive and include global security. A task force of experts
led by two reputable Security think tanks concludes that runaway climate change "would
destabilise virtually every aspect of modern life," (Centre for Strategic and International
Studies and the Centre for a New American Security, The Age of Consequences: The
Foreign Policy and National Security Implications of Global Climate Change). "The only
comparable experience for many in the group was considering what the aftermath of a U.S.-
Soviet nuclear exchange might have entailed during the height of the Cold War," (World
Business Council for Sustainable Development, Nov. 5, 2007).

"We are standing on the threshold of the largest opportunity in human history to increase
significantly [through green buildings] the quality of life for all citizens of North America and
the vitality of our social, economic and environmental systems," (Green Building in North
America, North American Agreement on Environmental Cooperation, 2008 at 72).

fNorth America is facing unprecedented challenges in areas such as climate change,
concerns regarding security of energy supplies, and the depletion of water and natural
resources.

These challenges are not insurmountable. Canada, Mexico and the United States have the

resources, wealth and ingenuity to overcome these challenges and create a sustainable,
healthier and more pr@ductive North America,
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3. IPCC 2000 Climat e Pollution Leve | Suggested as Baseline for Near Term

Reductions to Stop DAI / Irreversibility  : 9 gigatons carbon/yr (9 GtClyr) (IPCC
Special Report on Emission Scenarios 2000). A gigaton is one billion tons.

http://www.grida.no/climate/ipcc/emission/005.htm

Figure 1. IPCC 2000 Summary for Policymakers: Figure SPM-3
Total global annual CO, emissions from all sources (energy, industry, and land-use change)

Using the fossil-intensive Scenario AL1FI above in graph (a) (comprising the high-coal and
high-oil-and-gas scenarios) which most accurately represents current and expected future
CO2 emissions, the global CO2 levels are:

f 1990: 8 GtClyr 1 2015: 14 GtClyr.
§ 2000: 9 GtClyr 1 2020: 17 GtClyr.
f 2005: 10 GtClyr.  2030: 21 GtClyr.
f 2010: 11 GtClyr.

However, due to accelerated growth of CO2 beyond this IPCC worst case scenario above,

we need to correct for the higher level 3.3%/yr. growth from 2000 -2006 as shown by

Conway et al . measur e ment sworstoasesseendrio wasnoniy2.480e | o0\
growth, thus there is a 0.9% added growth, and the 2000 baseline number becomes 9.081

GtClyr. To deal with rising growth beyond 2005, a 6% growth rate is assumed for 2008 to

2015 which seems likely given growing world economies and predominance of conventional
energy use. Repl acing I PCCb6s 2.4% growth r at

growth from 2008 to 2015.
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