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Japmaisal Ser ervicts ¥ el gion Contaiting

February 23, 2005

Potdund General Liectric
Atln: Dorothy Sosnowski, Business Developnient

12] SW Salmon Street
LW ICOooa

Partlatel, Orepon 97204

Blear Mrs, Sosnowski:

t your request we have prepared am appruisal of the langible ‘assels to inchide personal propurly and tenant
improvements located as the PGE  Farth Advantage National Cetver at 16280 §W Upper Boones Ferry Road
in Portiand, Oregon. The subjcct property includes the furnituce and fixiures, office cquipment, and eoam

improvements associated with the non-profit center. The purpose of this appraisal ix to estimale the Markel
Walue, as is, for the subjecl sssets, as of February I, 2003:

This docuncnl hus besn genecated as a Summary Apprisal Report under the guidedines of the Appraisal
Foundation™s Uniforim Stondards of Prafessionad Approisol Praciice {USPAP;.

Please refer w the Assumptions and Limiting Conditivis section of the attached report for a farther
explnnation of the basis on wlich opr value conclusions are predivaled. The signarory of Whis report is
qualificd by cxpericnee and odueation (o competently uppraise Lhe subject property. It is our vpinion the

subjsct’s as is, Market Valug, a3 of February 2, 2005, for the tanuible assets was {rounded):

TWO HONDRED FIFTY-NENE THOTUSAND DOLLARS
259,000

The busis for these value conclysivns will be cxplaived in detatl in the contents of the attached appraisal
report.

Sincerely,

TAPANEN G u\?' P, WM L
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FGF, — Earth Advantage Nationst Center Non-Frefit
Pectlund, Onegon

@E&ﬁé of Engagerﬁmt

lon aconrdance with yowr swhorization, we have performed an appraisal of selocied identified itans owned by
Poutlund Ciencral Flectric (PGL) und located at the Farth Advantage National Center, 16280 SW Roopes Ferry
Road, Portland, Orepon. We have made this investiganon 10 cxpress our opinion of the Markel, Vitue oi the
designated assets, as of Fehmuary 2, 2005, We horeby submit our findings in this report. The purpose ol this
uppraisal is w providu u vilue estimate for 8 nog-profic contribuion. PGE, is our cliest tor this sugagement.
This appraisal will be used w dermine current marker value rolated o the noa-profit pifting of the Racth
Advantage Negional Cenver desipnated assets, Intended nsers will be our client, PGE (donor). recipient of

donation, and mher readers of interest 1o cithir of these partics,
lsrket Valne is defined as:
Muaskiet vakee is delined by The Appraisal Forndation QISPAP 20085) as:
A type ol value, stated as an opinim, that presumes the transter of a property (i, 4 right of ownership or a
bundle of such rights}, a2 of u cerlain dale, under specific conditions set forth in the defisiton of the ferm
identified by the appraiser as applicable in an appraisal.

I. Buyersnd scller are typically motivand,

2. Doth partics are: well informed or well advised, and acling in what lhey consider their own beat
inlerests;

1.2

A rensonable time is allowed for exposure in the open oarker;

A Payment s made i terms of cagh in United States dolbars ar in terms of Francial arrangsments
comparable therzto; and

L

- The price represents the nomnub sonsideration lor the property sold mnaffested nv spectal or
ereative financing or sales concessions grated by anyone associated with the sl |

The infonnation conmined within this report is bused on addilional rescarch, investigalion, mnd analysis
retained in our work paper fAles. Readers of this report should note that thix docimment fully complies with Lhe
Appraisal Fewwdalivn™s Oriform Sremdords of Profiessional Approised Proctice (GSPAP). Turthermore, as
promlgated by lhe Appraisal Sisndards Board's revised guidelines for prepuring 1his assignent, this

docnment has been generated in the form of a Summany Appraisa) Report,

s Liniform Sturedurdy of Profussionsd Appraisal Practice, 200% edition, pape 3,

Scope of Engagernent Hago 3



PR - Barth Advaatirge National Center Nown-Profit
Portiand, QGregon

| Assets Appraised

The assots appraised for this engagement nclude tanyible assets utilized in the Rarth Advantage Nation)
Center 10 include persona) property and tenant fmprovements. A complute deseription provided for this

assigmment i enclosed within this repurt.

Lixchided from considerstion were any iens not identificd as part of the non-profit donuion by PGE

persannel.

W arc tamilior with similar operations included in this valution,  We condueled @ physiesl mspoction of
tie: items tdentilicd as part nf this engagement by PGE peronmet . We relicd on Hstings provided by PGIY and
observed conditions of the ussets. The valne opinions expressed herein arc based apon our knowledge of and
experiencs in fhe valuation of similar facitities, certain client-supplied infornustion, and other available markel
daia. A detailed discussion relaling to the specific valuation metbodologies enploved arc provided within the

body of this repont.

Assels Approised . Page 4




PCE. - Karth Advaniage Nationat Center Non-Profit
Partiand, (regan

‘Sources of Information

Puring the course ol ihis cngagement, Tapausn Group, e, representatives conducted researsh utilizing

numerans resnurees. The following is a partial list of relurence sonrees used 10 develop the Market Valuc.

8 Fnergy Conservatory (Judy) (6123 827-1117

¢ Ilerman Milier CL Parts Database

¢ Marshall Valption Service

¢ Oflice Depeat Cadulog

+  PGE supplied invoices unsd Pac Trost building lighting schedide
& (Quill Otfice Catalog

¢ ‘Papanct Group, Ino. Dalabases

¢ Xernx (Berry) {303) 36-8129

& W TGN

+* ' VORAS AVRY PCI'Sf{‘. e Cain

¢ e bhphowvideo.com

¢ wwwoeiredibeily.com
¢ www.oreighield.con
¢ wwneccnmdepol com

* wwwdisupplvanling.com
¢ v jullle com

¢ vewanaishicsregisterproducts.com

 www.ptivoznbbervom

+  www pratechprajection.con

& wwewsiudesollbeluiune.com

*  www hioxweb teamtroxell.eom

L 2 UL VIR I uelesters.eom

Sources of Information Page 5



PGF — Farth Advantage Natienal Center Non-Profit
Partiand, Cregon

-

ﬁfa!uation Methbdoibéy

In order to defenmine an appropriate value for the subject asser, we defined the assignment, sonducted a site
visit, reviewed asset lists and sehuedules pmwd@cl by PGL personnel, and gathered, analyzed, and revigwed
sodifionul data. We reviswed the description of the assets, then developed notcs partaining to munufacturer 'y
pames, character, model aod serial numbers, assul ages, md observed pliysical condition, In addition, we
mnade the extraordinary assumplion that the computers sontaiping company hart drives would bo ruplaczd
with like-type blunk hard drives, since jt is PGL policy not th reluase any cimputers with bard drives utilized

by there aperations. This raclhuedology meets the slandards agresd {o with pur clien.

Ta appraising the subjuct asser, the three tzufitional approaches o vilue were considerad: the Cost Approach,
the Sules Coruparison Approuch, and the homs Approach.  We did noi pertoum & Mackef Ammoach or
Income Approach calculation for this appraisal assimeaent, As vur engagument was limited 10 specifically
identified assels to be used for a non-profit donation, a Markel Approach or Income Approach was not
considered useinl nor relovant to our valuntiom estimate conclusion. [he Cost Approash was otilized Lo
deterinine lhe Replacement Cost Now for the assets sod then depreciaied using bypical depreciation schedules,
These values were further refimsd based on available market data for aimilar Homs, to amive at an opinion of

Markel Value.

Valuation Methodology ' Page 6

-



PGE — Earth Advantage National Center on-Profit
Portland, Oregon

Réconciliation & Conclusion of Valué

In an appraisal study, all three value approaches nugt be considered, as one or more tnay be applicable w the
subject propurty.  Onr determination of value considurcd, but did net ntilize a Markol Approach or
imvestipation of past or prospeelive catning vapacity {(Income Approach). Az a resall, umly the Cost Approach

has heen considered and used (or the assets appraised.

Therefors, based npon our investigation, and the premises outlined herein, it is our opinjon fhat, as of
Fehruary 2, 2003, the Market Value of the designaicd assets is represented in the amount of (rounded) two
hundred fifty-nine thausand doBars (S259.081)). A detailed asscl deseriptinn is attached.

We have not made an investigation of, and nssume no responsibility for (e title w, or labifitics apainst, Lthe
asscls appraised,  We have nor considered whe vosts, If any, associated with comainglated nwnorship

tranigactions.

Your attention is dicected to Lhe aliached Certificution, and the accompanying Assumptions and T.imiling

Conditions, both of which arc an integral part ol Lhis report.

Reconcilistion and Conriusion of Value Page 7
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MGE — Earth Advantape Nattonal Center Non-Prefit
Portland, Orcgon

The undersigned dois hereby cortity thal, oxcept as otherwise noted in this appruisal report;

1.

2.

e
A

=

il

‘The statemends of tact contaimed in this report e e and cofredt

The reported analyses, opinivns and eonelusions are limited only by the reportad assmmptions and
limiting condiiions, and ure ¥ personal, unbiased professional analyses, opinions, and couclusions.

I have o present or prospective inierest in the property that is the subieet of this appraisal, and | have
ne personat nterest or bias with respect to the patties imolved,

My compunsation i ool crmtingent on an action or evend resulling from the anglyses, opinians, or
eonclusions in, ur the ase of this repot,

My analyses, upinivns, and conclusions were doveloped, and this report lias boen mrepared, in
vonfooaty with the roguincments of the Code of Mofessional Ethics wd the Smndards of
Professional Practice of the Appraisul Instine.

Thie nse of this repart is subject to the reyuitemeits of the Appraisal Institule elat] ng lo review hy its
duly anthavized representatives,

Lhuve not personally inspected the property thad is the subjecl. of this repurt.

Wes Gaule, Am inspectod the site on I'ebruary 2, 2003 and provided addilion::) significant profcasional
assistance 1o the pursends) signing this certification in the TEPOLT.

I do not authorize the ont-of-context quoting from or partia) reprinting of this uppraisul report.
Further, neither all nor auy part of this appraisal report shall be disserninased 1o the seneral public by
the uge of media for public communication without my prior written consent.

. This appraizal is prepared m confomumee with the Uniform Siandards of Professional Anpraisat

Praciice {("USPAP"} as promulguted by the Appraisal Standards Board of the Appraizal Foundation,
except the departure provision does not apply.

My employmuend was pot comditionad upon the appraisal producing » specitic vidus or 8 value within a
given range. Folure cmployiment is nat dependent upon reporling a specified value. Neither
copoyment nor compensation is dependent upon the approsal of  loan applivation,

- 4 huve aequited tarongh study wied practice the necessary kpondedgre and experienci to compiele this
nssigament competently,

Farry Tap é;a,

-t

Chief Huceytiye Officer
Oregon Cernfied Appraiser #COBO199

Certfification Page §




PGE - Rarth Advantage National Center Non-Profit
Portland, Gregon

[ Assumﬁiiﬁné & Limitinébonditions

This appratsal repost has been made with the following general assumptions:

]

Al

No respongibilily s assumed for the logal description or Tor matlers including lepal or tille
considerations, Titl W Lhe property ig wssumed o be poud and marketabls unless othet v s staled.

"Fhie properly is uppriised free and clear of any or all liens or encumbrances ualzss olberwise siated,

The information furmshed by others is hehioved 1o he reliable and has been cosfirmed with public
records or 1 knowledgeabls purty, when prssible. However, no wammty is given for ity HOCURACY.

i is assumed that all required ficonses. cetiificates of cocupancy, consents, of olher {egislative or
adminixirative aythority from any local, staie, or natinnu! wovermment o privafc cntity or organiation
have heen or can bo obtained or rencwed tor any use on which the vahre sstimate conained in thjs
report is based.

Any value sstimares provided in the report apply to the entire property, and amy promfion ar division of
the Lolal inpo fractionsal inlerests will invalidate the value estimate, unless such proration or divisian of
interest Las been sel Knth in the repoct.

Pessession of this report, or a copy thercol. docs not cary with it the risht of publication.

The appraiser herein, by rcason of this appraisat, is not required to give further eonsultatien, deposition,
tostimony. of allendance in court with reference o the subjoct property unless arrangoements to that
elfoet have previcusly been made.

Neither all nor any part of the contents of this report {especially any concluzions as lo vithig, the idestity
ol the appraises, or the lrm with which the uppraiscr is connected shull he disseminated 10 the puhlic
frcugh advorlising, pudlic relations, news, sales, or other mediz without the privr wrilltn consam and
approval of Tapanen Group, he.

Liability ot Tapaner Group, luc,, and its entplovees [or errors and omissiens, if any, in this wark i
limited o the amount of its compensation for thi: work performed in tis assignment.

Our analyses, cpinions, and conclusions wors developed, and this report. has been preparad, in

acsordance with the stapdards and reparting requirements of the Appraoisal Voundation's Uniform
Stundarits ot Professional Appraisal Practice.

services provided by Tapanen Group, ne, ane perfarmed in accordanes with the Appraisal Foundution's

{niform Staadards of Profissional Appraisal Practice. We have acted ag an independent coutractor and

have na personal interest; cither present or condemplated, in the subject proporly. We certily that no fee

reesived, or to be received. or the employment of vur sorviees is in any way contingent upon the npinjon

reported. Al files, work papers, or ducuments doveloped during the course of the assignment sliadl be onr

property. We will retain these dula for e Yeast six years.

Assumplions & limiting Conditions Page 8




PGE — Barth Advantyge National Center Nea-Profit
Portland, OQregoen
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Aszet Listing PGE - Earth Advantage Nen-Frofit
Portland, Oregon
Line, Ta“u' n‘[y{ R e "Deseripinn. © -, I T nark?tvalda'CB Phoio
1 Personal Property i
2 N
3 Reception [ Loiby Dispiay Area u
4 1 |Desk, Recaptionist Stalion, 3U" x 120", Black Paintad Stesd Cantliever 2,730 | 12,15,15
and Racycled Wood Veneer Parlicle poard Ton :
5 1 ITabtle, Dark Wond, 30" Round Top 180 40 H
) 2 |Chair, Custom Lounge Type, Patiarned Fabric, Fully Padded, Flush B0 2t :r;'_'
Wail
7 1 .Table, Chrome and Gluss, 247 Dia x 18" Haighl 140 21 h
8 20 |Easess, Biack Anndized Aluminue, Standad 20 23 ) 'l
2 1 |Dispiay Cabinet, 24" Paricle Board with Simulstad Gresn Marb:e ! 1,340 22 T
Venoar Coaling, 48" x 72" x 34" Height, Inlerior Shelf !E'I i
10 1 |Lot of Classes, Cuffee Mugs, Plates, and Ulensits 720 24 o
11 3 |Brandrud Round Otioman, Lime. {7Hum, & Plum 307 dia 1,170 13
12 1 |Table, 24" x 48", Veneer Top 480
13 ?  |Fire Exlinguishere, 518 70
14 4 |Tool box with lools tor avents work 166 i
15 1 |Clean Kit with supplies for event work g 100 J
16 3 ‘lga Chestsfcaslers 30
47 £ |Plastic Folding Tah'cs 300
16 1 |Folding Cleairs s )
19 a0 |EA Brochurs Stands : &0 :
20 21 |Feature Sheat Stanus 42 i
21 2 |Tupperware Storage Bins 20 v
22 ! 1 ITalk singie post coal rack 20
23 1 |Cozt rack (metal frame, an wheels) 40
24
25 Rhododendron Auditerium _
20 24 |Table, 30" x 72", Black Painted Steel and Simul ated Green Marble 6.220 i )
Venesr Parlicla Board Top ‘
27 ' 80 Chair, Gonference Siyle, Black Painted Steel| Frame and Green 12,050 B :
: ) Patter Favric Scat aud Back Cover :
28 1 |crepenza, 96" Wide x 30" Depth % 34" ¥ leight, Particle Beard, Black 3490 1 I'
! ] wveneer Top, () Stora)e Dobis :
29 + |Acdio Visuat System Kemote Cortioller, Panja Modet OTE-4813, SIN 240 1 :
116144076 K
a3a 1 VAuoio Yisual System Renate Controller, Panju Madel OTE-4813, SN 240 1 4
1658128295
31 2 |Hands Free Micrugaone. Nadu/Encore, Mods! WTL 15 i30 1 o
32 1 "wiredoss Mouse, Interlink Model VP4810, SN 13173 4G 1 a
3 1 |VOR, VG Model HR-33800U, SN 116J2362 ) 1
3 1 |DVD Player. Sanyo 100 1
35 1 |Receiver, Denon 00 1 ‘
a8 1 |Aamplifler, TOA 160 1 :
a7 1 |Microghane, MK, Podium Mounted an 2.
Kh 1 tovarmead Projecior. 3h1. Standard 150 2
34 1 |Lager Pointer. interlink Modet VIP4310, N CTO50207417 40 1
0 1 |LcD Projeclor, Epson, Ceiling Mounlad 1.280 3.
41 1 -Podium, 3/4° Recycler Parficle Board 8so 2
42 1 |Laptep. Compan Modal EVO JO7M04N .00, SN X08-73013 420 14
43 1 |Flipchad, Biack Painted Framme, Standard 180 8
44 1 Whitebuard. 367 x 60", Framed 430
45 1\ |Prejoction Screer, Davlite. {est) 60" x 80", Ceiling Retrssed 1,430 4
riounted, Remole Controfled
AB 1 IExtension Cord B 1
47 A 1 [Spszker, JEL 140

Tapanen Group, Inc. Page 11
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Assef Listiog PGE - Earth Advantage Non-Profit
Fortland, Oregon
”"HD- !! 2- . unlu S i Ep ;- " 'ﬂ" / e ) ~.'-‘..~.‘r ':,:\.'.; e ST ' > ;# . ".'
48 H
49 Camas Room
50 4+ |Table, Conlwwncy. Nautral Lighi, 54" x 967 850 19
51 1 |Storage Urit 2 Door, Wobd Veneer a7 20
52 1 |conterence Hoom Waod Gabinet, 4 x 4, Dry Erase Board, Overhear 47D 19
Screen, and Fabric Nultatin Board
53
54 Computer / Office Support Equipment
a5 8 12001 Desktop Somputer, Compag, Model EMNBEE, 858 Mi 1z, 128 MB 400 14-18
RAM, Keyboard, with Hardrive
b5 1 l2001 Desktap Computer, Compaq, Model DeskPro, Keyboand, with 50 33
Hardrve
57 1 12004 Deskiop Computer, Compadg, Model EVO D530, 28 GHz, 512 oD 14-18
ME RAN 0 ROM Drive, Easy Access Keyboard, with Handrive
58 2 |2004 Laptop Computer, Compen, Madel NCS000, 1.6 GHz, 512 M8 2,440 41
A, Carbon Keyboard, Port Repiicator, Moniter Stand, b naiteth
Dptical Mouse, with Hardrive {PGE Assat Tags: K1422 & K1408) :
50 1 1200d Pocket PG, el Modcl PocketPC Axim 180 §
60 2 |2000 Monitor, Compag, Medel ¥70, %75 40|  14-18
8* 8 12001 Monitor, Compuy, Mudel P10 280 14-18
82 1 |2001 Monitor, Compag, Model P1210 40 14-18
&3 1 |2001 Printer. Yerox, Model Docuprint N2125 3ED 13
64 1 |2000 Fax, Lanier, Modet 4210 MFD 10 13
Bb
BG Commercial Tesiing Equipment
7 7 iBlowar Doors with Manometers: Ser, # 4084 & SGU0, Located In 3.890 | Cquipment
i !F’ortland and Bend, Oragnn 1
&g 2 10ucl Blaglars with Marometers: Ser. # 2126 & 1388, Lovated in 2,740
Portland and Bend, Oreyon
63 2 |Exnaust Flow Msters: No Numbers Associated with them, | ocated 190 | Eguipment
in Portlend and Bend, Qregon i 2
T 1 |Fiow Hood Exhaust and Intske: Sor. ¥148, Lucatad In Portland, I 310 | Eguipraent
! Dragon 2
T ' o |Moisture Meters; Ser. # 25813 & DC 2000, 1.scated in Partkand and 130 { Equipment
. . Hend.- Oregon 4
72 3 |Fogging Machines, Located In Portland znd Bend, Qregen 220 | Eguipment
I
73 1 |Dlgital ThermoMHywrometer Ser # BR23186, Located In Portiand. &0 | Fguipment
Oregon 4
T4 3 |Light Sensors for Electmonic Ballast Delection: No Numbers 260 | Equipment
Associated with Them, | ocated in Portlend and Bend, Cregon 1
75
76 Tennant Improvements
77
73 Lab/Boothz!RetailiMeck-UpiHigh Bay
I 8 |Matorized Window Goverings, Wingow Area, est. A' » 8' each 11.070 5
: {Rhndedendren Auditotivm) ) )
80 - 144 {8q. Ft. House Simulation Struclure with solar denw pRncis 8170 25262728
B1 2424 |54. Fi. Display Area False Ceiling 18,580 28,30
B2 250 |LF. vall Addition, Stendard Construction, Drywatl 8530 36
83 2,400 {Sg. Ft. Fleur Goverings, Racycled Composite Materials Including 12,440 11,12
Carpeting, Coacrete and Plazlics ;
94 !
85 Electricel Cantrol Rovm {Dimming Controllere}

Tapanen Group, inc.

Fage 12



Asgset Listing PGE - Earth Advantage Non-Profit
Portlard, Gregon
e [Tag [ QTY A s T s o~ - .| fsarket Natwe | “CD Pheto
. gp- T '\-NO\. . Unh:; s, - PR e B " e m:' ’ ook ‘ ",-. J .;.:' . . '.‘.' #.. ,:.._
86 1 |Lat Eleciical Limming Contrallers, Cascade Lighting 2R.,000 31,32
87 !
80 ! Eloctrical improvermenbsilighting Fixtures
89 Al 19 liurt Verzeen Recessed Down Light, Part No., ©7302, 120 PAR CAP 70
HL 130V
aD A2 5 |Hale Portfolio Recessed Wial Wash, Part Mo, HAZMR/3474 CLEAR 620
ALZAK TRM, B0 WATT MR18
91 AR 2 |LV Accent Recessed, 35 RLI-SAC, indy 250
a2 A 1 |Track, | 2781, Hala 110
93 ; A2 1 Track Framing Prajector, L2758, Halo neg
nd o A4 1 !Deca. down light, Cplos 6", Zumitabet 80
g5 A15 1 14" LV down lighl, 4" BLK Veri groove, Regianni 90
96 A16 1 4" down light, BLK 5" Alzak, Lightclier a0
a7 AT 2 |4" 1V Drco. down fight, 4" Deco. Eden, Capnl 120
58 | A18 | 2 |4°LV down light, Metsl Sn. 4", CBL 190
o AN + |4 down light, 4 deco. Frst gold, Capni L0
10 A2 1 |4" down Rght, 47 gold alzsk, Cuntech 8g
G AZ2 1 4" down Jight ]
162 | A23 | 1 '5"down light, A7053, Lightolier 80
103 | A2B 1 LV Accent Recessed, |Halo 160
04 | A26 12 iLght Frojectz Cable Lighting, 50 iR 16 1.530
105 | F27-2 1 |wall soonco samples, 851-A-CF, Shaper 210
106 |F274| 1 |wall sconon samples. 21914-FCS, Amerivan Glass Light 210 |
107 | F27-6 4 |wvall sconce samples, 4181, | ightalier 210
108 jr2v6 1 |\Wall sconue sampias, EWSSA, Prescolie 210
100 yT27.7 1 |Wall sconce samples, Samples, TBD 210
110 | F27-8! 1 {Mirs Spotiimor Fixture, MIROS IP-04, ZumtobelStaff 110
411 | F279« 1 JWall sconce samples, Samples, TED 210
112 |Fer10 1 (Wall sconce samples, GVWSI3SEH, Gammahx 210
113 |F27-12] 1 |wall sconcs samples, Samples, TBUD 20 |
114 A28 19 |iriz Recassed LV Accart, Parl No. GE EXN 50 WATT 12V, A0 MR 16 2,100
15 5 A3 1 |Advanced Fibor Opic Fiber Optic 1,280
116 | A33 1 IKurt wersen 2-Lamp Dowm Light Rectangle, Pert No, T421 6-DCT 120, 140
50 MR 16 .
117 | A4Z 1 |Low voltage undercounter, ROS1-85. Eurofase 130 i
118 F1 19 |Kurt Versan Recessed Nown Light. Part No. PB27-120V, O/5 42 1.780 -
wATT CFL #100K
118 2 45 M ithenig Ronessed 2x2 Parabaoiic, Past o 2PM3NGBZUS16LD dsQ
j 120MOT1CC, Floursscent
12d F3 8 |Zurmtohel Siaff Recessed 2x2 D/, Part Nu, RCF1222406PW10IM / 1,300
ECO 10, 2 40WT5TT
121 F3a § |Zumtcbel Siall Recessed Zx? N4, Part ido. SC12224D5CWW1 Dit/ 1,010
FCO 1D, 2 40WTETT
122 F4 12 |1 ithonia Recassed 2x2 Troffer, Parl No. 28HEG2L316 Al12125 2020
t .120MOT1U$, O3 FO17/B41
123 § FS & |Focal Point DirectiIndirect Linesr Pendant (12' Secfions), Part No. 3,030
Fvz 29 B 415H0 D 120 HXX NS WH 12 Lutron FDB-1554-120-2
{720 Wolt Dimming Ballasty
124 F& 4  [Lrnonia Redessed Wall Wash, Par No. WWE232420MOT100 IRLD, 420
Fioursscent
125 F6 7 |Lithonia Recessed Wall Wash. Part No, Ww(G232120, FO32/841 73D
126 F7¥G5 © |Visa Wall Sconce, Part No. CB3102 SAL-2F13, CF43 1.190
127 . F8 2 Hl.edaite Directiindirect Lineas Pendant (48" Section), Mar No. EXGO, 770
| F032/835
Tapanen Group, frc. . FPage 13
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 Adne { el f OTY, L 'Mﬁr&eﬂfaﬁmx Gﬂm‘lbto
..'.'.liﬂ'.’?'-?i - . ] Onitg . G T T
128 Fa 3 |Peetless Directiindirect Linear Pendant (48" Sactions), Part No. 4 780
ENMA 2 S4TSHO LUTRON FDB-TE54-120-2 (120 v DIMMING
! BALEAST)(2-12' AND 2.8) 3 RUNS OF 40' + Qceupancy Sensor
129 | F10 ' & jvisa \Wall Scunce, Part No. QW 1222 2TF32 SAL PSB, (2) 32 WATT 3,210
TI
130 F30 1 |Recessed wash, 178, Calumbia 130
134 F31 1 {Surtace wash Elliptipar 3-50 wait biax fluorescerd 130
132 F32 1 {Deccorative round pendant! down iight, 32 watt ofl, Hubbell 110
133 F34 . 1 DA wall motmt, 2-32 T dim ballast, Prudential 00
134 Fas i 1 IDA Davorative vound pandant, §-3& watt biax, (3-Lighting 141
135 ;| F3 ! 1 [{Revcessed wash lighl. 2-40 wall Lis1 TA. Lits Conirol 100
136 1 P37 | 1 iincirect wall mount, 1-26 wialt blax, PAL 90
137 } F38 ' 1 iDirectrecessed 2X2, 2-39 watt biax, Zumtobol 280
138 ! rac . 1 |Direct recessed 2X2 basket, 7-30 watt biax, Zemiobet 290
140 § F41 © 1 [2X4 para 78 cell, 2-32 watt T8, Columtia 100
143 FA2 1 t2X2 para 38 call, 3-30 watt biax, Zumtobed 130
AE ¥4 F43 i 2X¢ T HO, Ann BR22 3 24GLS, Columbia 130
143 | 45 | 1 |2X2 para 12 cell, 2-31 walr L, Columbia 100
144 | F46 | 1 |2X2 para 12 cell, 2-31 watt U, Lithonia 100
145 F47 1 {2X2 para 9 cell, 2 40 watt biax, Culumbia 100
148 F48 1 “%1 para 6 cell, 2 18 watt ofl, Zumichel 100
147 F49 1 *X1 para 6 cell, 1-3B wait 20, Design FPian 90
148 F50 1 |Down light, 1-32 watt cfl, Hala 80
148 F51 1 |Down Light, 1-32 watt cfl, Dalray 90
150 | F53 1 |Recessed wall wash, 2-32 watt of, Hale 100
151 F54 1 |{Down light, 3-26 watt cfl, Kirlin 130
182 F55 1 Down light, 1-42 watt cfi, Kurt Versen a0
153 F56 1 |Down light, 3-26 watt cfl, Wila 130
154 E57 2 |CFL track fight, 442 wat ofl 280
155 b F59 i 1 [Decodown light dimmable, 1 32 watt ofl, Prescolite 130
186 | F80 | 2 [1Jown light, 1-32- watt CFL, Indy 170
157 ) F61 | 2 !Down ight, 2-26 wat ofl, Lightolier 200
168 § F6Z © 1 iDown light. 2-18 walt ofl, Zumiobet 190
158 § F63 | 1 iCooperMetalux Anchitecivrs! Surlace Mount, Parl No. ARL-254T5- 149
: FLI-RPUMRD-UNY, TSHO
160 § FB4 . Z jl]affel. down light, 2-26 watt cfl, Kurt Versen 340
161 FEs + 1 Deco down light,2-26 watt cfl, Stait 170
162 F66 ; 2 |Downlght, 2-18 watt cfl, Indy 200
183 | F87 | 2 |Down hght. 3-26 watt of), Kidin 260
164 | F68 | 2 [Recessed wal wash, 2-18 walt ofl, Staff 260
1658 | FG8 | 1 [Recessed wall wash, 2-26 watt ¢fl, Indy 130
166 | F70 1 |Wall Sconce, Attimede 2-18 wait ¢l 279
1687 | FM1 i 1 |Eurface decorative, 3-13 o, Refuvination 170
168 | F/3 ;¢ 1 [Surfapa decorative, 5L3 8001, Prescalite 170
169 | F74 10 |Down lights, Compact dimming flup. 1,280
170 | P78 ¢ 1 [2X2 recessed round, 1-32 watt ofl, Ardee 90
171 | F78 | 2 |Visa vanity fluorescert 430
172 F77 : 1 Gammalux TFL Wall Sconce, Parl No. GWS+35G, CFL13 . 170
73 | Ir4 1 |Fendank Liquid tight, TUN 423200 120, Wiliams 430
174 | Fa0 3  |Diractindirect Linear Pendanl (48" Sectinns), FOJ2/E30 510
175 | 81 1 -|DAC Dgcay Jelly Jar, Part No. DB010-1F32-120-CU-PS, 32 WATT 210
CFl
176 | +82 4 |EHiptipar Dirgctfindirect Linzer Perdant (72" Sections), Part No. F148 1,830
T236-X-22-1-00-0/6522.48-UVBRZ2-44-0
77| F83 1 [FPeerdess Wai! Mount Shelf Unit. Pars Na. Al2-4-3320-+120 UlM4NG 349
BALLAST, FO3RID '
Tapanen Groupg, Inc. Page 14
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5 '-Ujﬂ[s'*. Eh

178 Fa4 3 |Birectindirect linear pendant (48" seciions), Prudential 5810

178 | F8S 1 [Wila Down Light 10°, Parl No. 20200-33 / L223CKTS { 86a30L27 - 140
SPEAKER GRILL ONLY, WITH FIXTURE

180 56 1 "wila Down Light 507, Part No. 2C201-33 / Lad30kTs f 846311.37 - 130
SMOKE DETECTOR, WITH FREURE

189 Far 1 |Kurt Versen Down Light Ractangle, Parl Ne. T41£2-120%, 42 WATS 10
CFL

182 | F88 1 IKurt Versen Dowmn Light Square. Pant No. H7323-120V DM, 32 230
WATTCIL

183 FBg 1 DAG CIL Pendant, Part Na. D5171-1F32-120-MG-RD, 32 WATI' CFL 410

184 | FaO 1 |DAC CFL Pendant, Part No. D5190-1F42-120. 42 WATT GFL 300

185 [ F91 1 |Weall saence, Devan 210

188 +oz 3 |lcon Hecessed 2xd Flourescen, "srit No. SAR4R23AIFR277Y, 4801
FO32/835

187 | Fo5 2 |Wall scance, CB 3102-2F 13120V MD23840-1 HOUISING SAL 430

. i BACKGROUND WHT MERNS. Visn

88 |F95-1: 1 |Existing 2X4 troffer, 4-lamp, Unknown Manufaciurer 21Q

489 | ra6-2 1 |Retrofitted 2X4 troffer, 2-lamgp, Unknown Manutacturer 10Q

193 | Fa5-3 1  |Retrofilbed 2X4 troffer, 2-lamp, Unknown Manufacturer 100

81 | F86-4, t  |Retrufiled 2X4 coffur. 2-lamp, Urknown kianufacturer ! 100

192 | F9? . 1 |Recessed down lightinduction, QREEE301E-NBG1LL Porifalio 130

193 | Y88 . 1 |exteriorwall mount, 24P a2W TRE 120 G4 BI. NP, Gardeo 170

104 | F100 I 1 |Recessed 2x4 patient care, 2M B CHAU W EB, Daybrits, Lile Cantrol 130

185 | Fi101 ¢ 4 i9x4 surface duorescent EPZMX 232 §18 H 530

196 | F102 1 iDirectindirect liner pendant (96” sections). ? ID§2 38 T8 LP ELB, . 210
Lite Control

187 | Fi03 1 Linear wall sconce, W AID 34 1 3 THOHO PFF LPYELB 210

188 | Fi05 3 CFL dimniing dewn lighi, 5/32T/CSF-Lutron 2-wire dimming balkast 400
120 ¥V, ids

109 | F1Q8 2 ICFI. dimming down light, 5/32TMAWWEEF/Lutron 2-wire dimming 270
ballast 120V, lis

200 | FiQ? 1 ICFL wall sconce, Eichmnyg Senes HZ525, HHalo 170

201 | F108 1 CFL wall sconce, Straturn H2585 GS, Halo 170

202 | F103 1 [GFL wall sconce, Berkley BER13 EL, Lightway . 170

203 § F110 1 {CFL wail scone, Palm Beach PLB117-NL, Lightway 170

04 | Fi14 2 (CFL pendant, Alum EDPSFT42EE, Frescolite asn

205 | F112 | 2 ICFL pendant, 476 CFL32, Shaper 850

206 | F113 & [Fluo. Under counter, SQ CFL32 : 1.060

207 | F114 4 |Flun. Under/over nounter, 105-PLL, Alken 530

208 H1 19  |Kurt Versen Recessed Down Light, Part No. R2340-70-k1 1WA 34070
120, 70 WAST MASTER ED 17 MEDIUM

2D9 H3 1 |CooperFail Safe Surface Extertor Vandal Resistant. Sarl Mo, GLUIC- 270
PP-85-120WHT, 85 WATT INDUGTION

20 | 115 1 |Directindirect inear pendant (48" sections). OfS FIP §4/841H0, 5101
Zunitobel

211 H1B6 1 Diractindirect linear pendant (48* secfions}, S Fi* 28/4 1/HC. 510
Selux

212 | H40 1 |Parking Garage fixture, Kim 130

rah Ha3 1 Exterdnr Pole Light - Sali 70 :

274 X1 1 |Exit Sign 96

215 X2 1 |Exit Sign g0

216 X3 1 Exit Sign a0

217 x4 1 |Exit Sign 20

218 x5 1 |Exit Sign ) j+

Tapanen Group, Inc. Page 15
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218 X5 1 [Exit Sign : S0

220 | X7 1 'Exil Sign o0

.yl XE 12 Concedllta Emeraency Light, Part No, F5-20-90-NE-HT. 35 MR16 5,100

222 | XEH 1 |Even Light Emergency Light, Part No, MIRA 50CL-1.5C, 35 MR16 250

273 , 1 |Slamberg Area Light [streetlighl/lamp post) l 380

224 ! 1 B |Bxerar fitures o moxtel house : 610

225 | i 4B |Snckets & switchas {ighltrult wail display) 610

226 3 |sustum refectors (over reception desky 100

277 4 |Switches qo with the oeiing sensors below (on wall display) 0

228 4 |Ceiling sensors {occupancy sensors) - an wall displzy 1an

229 3 ol mounted ogcupancy sensars {on wall display arez) 130

20 2 iTimers ton wall matnt display ares) &0

23 1 |Pendant (litrsty) B850

232 1 American Fluorestert Chandelier 130

233 1 |Lebby vefraciing sconce 170

234 1 |Lot Elertrical Display Wiring infrastruciure : 54,000 0
238 i iCapr Acjustable Pale, Patt Ne. KAME B0

237 (§  zsed17

238 I

230 Zay ! ¥ 259,600

Tapanen Group, tnc. ’ Page 16
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Appraisal Scrvices & Valuation Consulting

PROFESSIONAL QUALIFICATIONS

LARRY J. TAPANEN, ASA

Valuation Autharily & Expert Witness
tor Speciat Purpose and Complex Properties

PROFESSTONAL SPECIALIZATION

Mr. Tupanen has over 37 years experience
in ndustrial valuation and has an in-depti
oxpertive  of engagementy  for  variows
purgnases, including purchase and sale price
aflocations, vost segmentaiion, sale and
leuschack  transuctions,  inswrance  and
casuaity loss, and ad valorem tox.

Mr. Tupanen is a special puipose property
appraisal  expert  and ks provided
approisal services for buth indusiry il
government (federal, state. und country).
He speciglizes in the valwation of heavy
industry, including fresh anid processed
mecls, baked goods, puictoes and other
Jood processing, wood products, plastics,
metal, and  aotural  resvnrce  processing
Jacilfties.

PROFESSIONAL LICENSING

# Swle of Oregon Certified Appraiger,
#COQ 9y

o State of Washinpton Cerlilied Appraiser,
TTAPAAN]. JA13RG.

PROFESSIONAL ATTILIATIONS

« Certified Oregon and Washinglon Appraiser

s Scujor Member of the Americam Sociery of
Appraiscrs (ASA)

»  Portland arca ASA chapler member,
Prustdent fram 1983-1984

Profossional Quaﬁf;baﬁbns

e Institute of Professionals in Taxation (1PT)

o Appraisal Fonndation Deard of Oregon,
Chair in 19%0

¢ Oregon Tax Ressasch Board of Directors.

v Associatsd Chegon Industrics, Tax Policy
Commitiee

APPRATSAL & VALUATION EXPERT
WITNESS TESTIMONY

»  Federal Disiriet Conrt

«  Oregon Tux Court

e Washington District Court

»  Owepon Departmen of Revenue

« PBoards of Lqualization and Tax Appeal
Boards m:

v Calilfornia, Oremm, Washington, & Kdaho

e Kamsus, Lah, Montana

EDUCATION

v Huchclor of Seience in Lnpinesring, Orugon
State Univarsily, Corvallis, {hegon, 1964

PROFESSIONATL EXPERIENCE

e Tapanen Group, Inc., 1997-Presour, Chist
Exceutive Officer, Bugapements Manager

1985-1997,  Chigt
Exsuutive Cliicer, Projects Manager

«  Marshal & Stevens (., 1977-1985, Senior
Valuaiiva Coosullant

v Copsilium,  Imc.,

v Ceneral Appraisn) Co. (Aarericas Appraisal
Co.), 1964-1977, District Manager
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TAPANEN GROUY,
5 ImC.

Appraisal Services & Valuation Consulling

PROFESSIONAL QUALIFICATIONS

WESLEY J. GALE, A.M,

Industrial  Appraiser - Speeiul  Purpose
FProperties

PROFESSIONATL SPECIALIZA® FLON
My, Gale tas performed appraisat anolysis
Jor tndustrial compiexes and machinery and
equipie:d for fawilities across the Limied
States. INis work hos supported approisals
for sewmifls, plyweod plants, - secondory
wond products.  logging  equipment, £o-
genergrion  jacilitles,  foud  processing.
comumercial printing, computer amd office
eqripmiend, und arigtion equipment.

My, UGale has provided vaination of
inchastrial fuciiities in support of a variery of

husiness transavtivns, ncluding purchase
and sale price alluveations, cost segregation.
safe and leaseback wransaciions. insurance
and vasualty loss. and ad valorem rax.

EDTCATION

» Rachelor of

Science,  Profussional
Acrongutics, kmbre Riddle Actonautical
Unjversity, 2002

»  Completion of a sceries of courscwork i
corrent appraisal technigues und principles.

»  Addiional coursework in environmental
lewsremediation,  business  computing,
compuier modeling, insurance imd business
lpss mewsurcnent, civil engineering and
mechanical drafting.

PROFESSIONAL LICENSING

e State of Orcpon Licensed  Appraisal
Assistunt, HFAAQI437

Professional Quafifications

PROFESSIONAL AFFILIATIONS

*  Acoredited Member (A.M.) of the Ametican
Sociely of Appraisers {ASA), i the
designation of Machinery & Technical
$peviallies’ Machinery & Fouiputent.

s  Porland arca ASA vhapler accrediied
membw:.

s Helieopter Association Inernational (HAI)

o  Airerall Owners and Pilots Association

(AOPA)

1015t Airkorne {Air Assaull}  Uivision

Asanciation

PROFESSTONAL FXPERIENCE

» Tapanen Group, Inc, Appraiser, 2000-

Present

« LHilliop Roscarch, o, Pharpracanlical
Rescarch Coordinalor/Revords, 1996-2000

» K & B Hngincering., Quality Contrul,
television cable mapping, 1999

¢  Trpoint, Ine., Asgistant Planl Logineer.
JO96- 1008

a  Columbia Steel Castings, Steel Castings
Yressman and Tork)ift Operator, 19951996

e« DPacific Filve, Longview, WA Wood
Products Truck T¥spaichor, 1993

o« U8 Army TYBS-1995  Chicf Waceant
Officer Combat Telicopter Pilor & Saltty
Manager; Mon-  Commissioned  Officer
Hulicopter Mechanic
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Earth Advantage has exhibited steady revenue growth from 1999 through 2003 followed
by reduced revenue in 2004. This revenue growth is the result of heavy advertising and
promotion for the certification coupled with government income from the Energy Trust.
Reductions in Energy Trust income in 2004 caused total revenue to decrease in 2004
however, revenue exclusive of Energy Trust actually increased each of the years
analyzed.

Earth Advantage

$500,000
$400,000
$300,000
$200,000
$100,000
$-

1999 2000 2001 2002 2003 2004

M Revenue Growth

Net income was negative each of the years analyzed.

Earth Advantage

$2,500,000
$1,500,000
$500,000
$(500,000) A
$(1,500,000)
$(2,500,000) 4
1999 2000 2001 2002 2003 2004

B Net Income

This is primarily due to heavy advertising expense. In the early years it was necessary to
market the Earth Advantage concept to area builders and equipment / materials
manufacturers. This “marketing” push resulted in over 120 contractors and numerous
equipment and materials sponsors. After the initial marketing push, Earth Advantage
drastically reduced advertising and marketing expense (this expense is not borne by the
contractors and manufacturers that build to Earth Advantage specifications. In addition,
Earth Advantage incurred substantial additional development costs. These costs have
also decreased substantially as the Earth Advantage logo/criteria matured.

Fair Market Value Appraisal 17
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The reduction in the above major expense categories narrowed the loss significantly in
the latter years of our analysis. However, Portland General Electric began charging
Corporate Allocations during these years, which offset some of the savings from reduced
marketing and development.

4.1.2 Past Results Conclusion

Revenues are increasing and expenses are declining however, the Earth Advantage
product has not operated profitably. Management indicates a major reason for this lack
of profitability is the Earth Advantage “for profit” status. Due to the environmental
nature of Earth Advantage, management believes it is well positioned for public and
private grants. However, these grants are not forthcoming as long as the ownership
remains with Portland General Electric Company. Once Earth Advantage is transferred
to a non-profit organization, it is anticipated that grants and donations will ensue.

4.1.3 Management Forecast

Management for Earth Advantage has prepared forecasts of revenue based upon
historical results and current activity. Table 4-2 presents management’s forecast.

TABLE4-2
Earth Advantage
Fee For Service Revenue Forecast
Fee for Service Revenues 2005 2006 2007
Builders $ 300,000 $ 350,000 § 400,000
Remodelers $ 15,000 $ 15,000 $ 15,000
Consulting 3 - § 50,000 $§ 100,000
Contracting 3 - $ 112,500 $ 75,000
Education & Training $ 50,000 $ 60,000 $ 70,000
Existing Sponsors $ 67,500 $ 67,500 $ 67,500
Interest Income
Gain or (loss) on investments
Other Income

Total Revenues $ 432500 § 655,000 § 727,500

Fair Market Value Appraisal
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As illustrated in Table 4-2, revenues are forecast to nearly three times the 2004 level.
The forecast was provided by Company management who indicate it is based upon
current activity. 2004 was a major growth year in the addition of new contractors and
equipment manufacturers. Revenues from this growth are anticipated to occur in 2005
and beyond.

In addition to the above forecast, management has forecast expected revenue and
expenses from the Energy Star licensing agreements, which are also being donated to the
non-profit. This is presented in Table 4-2(a) below.

TABLE 4-2(a)
Earth Advantage
Energy Star Revenue & Expenses

2005 2006
Revenue $ 250,000 $ 37,500
Expense (142,000) (21,250)
Income $ 108,000 $ 16,250

Fair Market Value Appraisal 19



S.

VALUATION METHODOLOGY

The valuation of a company involves consideration of the three standard approaches to
value: the cost, the market, and the income approaches. These are the same approaches
used to value any asset, including a house, a piece of artwork, or a machine. When more
than one approach is used, the results are compared and the relevance of each discussed.
The resulting estimated values are then reconciled to identify a single opinion of value.

In this Section, we will establish the value of the intangible assets of Earth Advantage.
This valuation will include the value of the two years remaining on the Energy Star
licensing contract. We have retained the services of The Tapanen Group, Inc. for
valuation of Earth Advantages tangible assets In Section 6 we will conclude the
combined value of both the tangible and intangible assets of Earth Advantage.

5.1 APPROACH SELECTION

The choice of valuation approaches to be used in a given appraisal assignment is a
judgment made by the appraiser. The appraiser’s choice of methods is determined by the
characteristics of the business to be appraised, the availability of reliable information, and
the function and use of the appraisal.

5.2 INCOME APPROACH — EARTH ADVANTAGE

The value of an income producing property, like a rental home or a commercial office
building, is the present value (the value in today’s dollars) of the net rental moneys an
investor expects to receive in the future. The expected future net rental moneys are
discounted back to a present value at a rate of return that compensates the investor for the
risk that those moneys will not be received. An investor would at least want to earn a
rate of return equal to a very safe investment (like U.S. Government bonds) plus a little
more, depending on how marketable the property was and its locations, etc.

In business valuation, we discount the forecasted earnings of the business at a rate, which
appropriately reflects the risk of achieving these earnings. Required rates of return for
business are generally much higher than for rental real estate, because the risk of an
investment in a business is generally much higher. This analysis is referred to as
discounted cash flow analysis (DCF). The formula that summarizes this is as follows:

Value = Retum + Return + Retumn + . +  Return*(1+k)
(1+d)’ (1+d)* (1+d)* (dk) / 1+k)"

Where d = discount rate, or required rate of return
Where k = assumed growth rate after forecast year

It is a well known principle that the higher the perceived
risk of an investment, the higher the rate of return an
investor will require to make that investment, because if an
investor can receive the same return for less risk he will
always make the lower risk investment for the same
potential return. Therefore, for higher risk investments, the

Fair Market Value Appraisal 20



investor will require a commensurably higher return to induce him to make the
investment. If we assume that the return will grow at a constant rate in perpetuity then
the above equation simplifies as shown below. This equation is referred to as the
constant growth model. It represents the present value of a perpetual stream of returns
growing at a constant rate, and is referred to as the capitalization of income method.

Vk = Returno(1+g)

d-g
Where:
Vi = present value of common stock
Returne= the return in the current period
d = required rate of return on common stock
g = growth rate

Therefore, in using the income approach we can either use the DCF method or the
capitalization of income method. In this appraisal, because we are anticipating
substantial growth in the near-term followed by stabilization thereafter, the DCF method
is considered appropriate.” 0

5.2.1 Determining The Return — Relief from Royalty

The return on equity for investors is normalized net cash flow. However, for this
appraisal, Earth Advantage, there has been a history of losses. In such situations, it is
appropriate to use a “royalty” or “relief from royalty” methodology. This concept
assumes that if a business does not own a particular patent or trademark, it would be
required to pay a contracted royalty for its use’’. This cost savings from the relief from
royalty is therefore considered the appropriate return for use in the DCF calculations.

5.2.1.1 RoyaltySource®

In order to establish an appropriate royalty level for Earth Advantage, we performed an
inquiry of the RoyaltySource® Intellectual Property Database. The source of information
in the database includes public financial records, news releases and other articles and
references. It also includes date from the Licensing Economics Review. In our search
we specifically sought licensing transactions related to copyright content and trademarks
which were related to construction & home improvement.

Our search resulted in ten transactions that appeared relevant to the valuation of Earth
Advantage. Table 5-1 below illustrates a summation of the royalty data. (A more detailed
summary of these ten transactions is included in Appendix A).

*® Thomas E, Copeland and J, Fred Weston, Financial Theory and Corporate Policy 2nd Ed. (Reading

Mass.: Addison-Wesley Publishing Co.) 1983, p. 21;

Richard E. Brealey and Steward C. Myers, Principles of Corporate Finance, 3rd Ed. (New York, New

York: McGraw-Hill Book Company) 1988, p. 52

Zui Bodie, Alex Kane and Alan J. Marcus, Investments (Homewood Illinois: Richard D. Irwin, Inc.) 1990,
p. 473-475.

?. Scott McMullin, The Valuation of Patents (Business Valuation News), September 1990
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Table 5-1
Earth Advantage

RoyaltySource Intellectual Property Database

Lowest 50th Percentile

Licensee Licensed Royalty
Licensee Business Property Rate
Knickerbocker LLC Dolls & stuffed toys Trademark for Clean Room Ionizers and products for 2%
use in removing harmful particles from the air.
American Remodeling Inc. Construction - special trade contractors Exclusive license to trademarke in connection with 3%
various construction related products. E.g.: siding,
gutters, windows.
National Safety Associates of Govemnment Agency Trademarks associated with advertisement, promotion 3%
Canada, Inc. and sale of various types of water filters and water
treatment systems
QYL Manufacturing Refrigeration & Heating Equipment Nonexclusive, non-transferrable rights to trademark in 2% - 5%
connection with marketing of HVAC products.
Catalina Lighting Inc. Electric lighting and wiring equipment licensing agreement for use of Westinghouse logo. 4%
Average of Lowest 50th Percentile 3%
Median of lowest 50th Percentile 3%
Highest 50th Percentile
Licensee Licensed Royalty
Licensee Business Property Rate
Ranco Inc. Process control instruments Assignment of trademarks to sale manufacture and 5%
merchandising of smoke alarms, cabon monoxide
detectors, heat detctors and flamable gas dectectors.
John Goss Projects Pty Ltd.  Insulation products Licensing for standards on energy efficiency, new code 5%
requirements for Austrailia.
National Association of Home builders association Profitable research center owned by home builders 5%
Home Builders association. Lawsuit resuited in royalty payments
Coleman Spas Inc. Electric houswares and fans Assingment of trademarks to sale, manufacture and 8%
distribution of spas, hot tubs and parts.
American Remodeling Inc. Construction - special trade contractors Licnesing agreement to use the Sears trade name. 12%
Average of Highest 50th Percentile 7%
Median of Highest 50th Percentile 5%

As illustrated above, royalties ranged from 2% of sales to 12% of sales. Royalties are
based upon a number of factors including: Name recognition, revenue generated, and the
profitability of revenues.

The Earth Advantage trademark has regional recognition rather than national or
international. While it is becoming known, it is far from a household name (such as Sears

or Coleman). Furthermore, revenue, while increasing, is limited and not profitable.
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Therefore, when considering a reasonable royalty for use in the relief from royalty
methodology, it is appropriate to use a royalty at the low end of the range. The median of
the lowest 50™ percentile of the royalty range is 3% (as is the average). We have selected
3% as a reasonable royalty level for Earth Advantage.

5.2.2 Relief From Royalty Calculation

Table 5-2 presents Company management’s forecast of revenue and our calculation of
relief from royalty.

Table 5-2
Earth Advantage
Fee For Service Revenue Forecast

2005 2006 2007
Builders $ 300,000 $ 350,000 $ 400,000
Remodelers $ 15,000 $ 15,000 $ 15,000
Consulting 3 - $ 50,000 $ 100,000
Contracting $ - $ 112,500 $ 75,000
Education & Training $ 50,000 $ 60,000 §$ 70,000
Existing Sponsors $ 67,500 $ 67,500 §$ 67,500
Total Revenues $ 432500 $§ 655,000 § 727,500
Multiplied by Royalty Percentage 0.03 0.03 0.03
Equals Relief from Royalty 3 12975 % 19,650 § 21,825

5.2.3 Required Rate Of Return — Relief from Royalty

An investor’s required rate of return is influenced by the risk of not receiving anticipated
earnings, or not receiving them when expected. As the risk of an investment increases, so
does the return the investor will require in order to make the riskier investment. Equity
investments are more risky than debt investments, because a debt instrument provides a
specific promise as to the amount and timing of returns on the investment. In fact some, if
not most, of the return of a debt investment comes regularly throughout the holding period
in the form of interest payments. This is not the case with equity investments where there
is no promise of a specific return, and in fact there may be no return during the holding
period until the investment is sold.

The additional risk of the equity holder over the debt holder is referred to as a risk
premium. This premium is added to what is considered a risk free rate of return. We
chose the strip rate (yield) on 20-year U.S. Treasury bonds, which have been divided
(stripped) into two securities. One represents the principal of the note, the other represents
interest payment. The two securities are then traded on a stand-alone basis. An investor
can eam the above quoted rate of return by simply buying the strip security, which has a
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guaranteed interest rate, and guaranteed payoff. It has no risk of default or loss of capital
as long as the security is held to maturity.

In order to determine the premium for the required rate of return for equity investments,
which Earth Advantage intangible assets represent, in relation to the risk free rate of return,
we researched historical equity returns over a long-term investment horizon. According to
the study Stocks, Bonds, Bills, and Inflation: 2004 Yearbook’*, the annual refurn premium
on the Standard & Poor’s 500 Composite Common Stock Index above the risk free rate
was 7.19% (arithmetic mean) over the period 1926 - 2004.

The equity risk premium was derived from a broad composite of returns of large, highly
capitalized companies trading on the national exchanges. It does not take into account the
business and financial risk, specific to a small entity such as Earth Advantage. According
to Stocks, Bonds, Bills, and Inflation: 2004 Y earbook53, the mean return for stocks of
companies with a market capitalization below $197 million over the period 1926 to 2003
reflected an additional small-stock risk premium of approximately 3.2% over the generic
risk premium found for the larger S&P 500 Composite Common Stock Index (Beta
Adjusted).

The risk premiums we have discussed so far do not reflect the business and financial risk
of associated with Earth Advantage. The most significant of these risks is the possibility
that contractors may determine a reduction in value related to the Trademark and the Earth
Advantage program. Additionally, management has forecast substantial growth in the near
term and, lack of positive historical cash flow may render the trademark useless.

The industry is expected to expand. However, historically, Earth Advantage has not
generated revenues similar to forecasts. Therefore, it is considered too early to reduce risk
based upon the industry expected growth.

Table 5-3 illustrates our determination of the appropriate discount rate for Earth
Advantage.

52 SBBI Stocks, Bonds, Bills, and Inflation Valuation Edition 2004 Yearbook, p. 66
%3 SBBI Stocks, Bonds, Bills and Inflation Valuation Edition 2004 Yearbook, p. 38
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TABLE 5-3
Earth Advantage

Schematic Diagram of Elements of a Discount Rate

Component
Explanation of Component Value Source
Risk Free Rate 'US Treasury Rate at or Near the Valuation Date 4.85] 20 Year US Treasury Bond Yield at December 31, 2004
Equity Risk Premium Data Available from Ibb A i Rep 7.19 Long Horizon Expected Equity Risk Premium Times
Equity Return (S&P 500) over US Treasury Instrument Beta. Source for Long Horizon Equity Premium:
Rates. Tobotson SBBI 2004 Yearbook.
Small Stock Premium Data Available from Ibb A iates R 3.20 Size Premium Times Beta. Source for Size Premium:
Additional Risk Inherent in Small Company Stocks Ibbotson SBBI 2004 Yearbook.
Industry Risk Premium Incremental Addition to the Discount Rate: Additional 0.004 Additional Industry Risk Premium. Source: Ibbotson
Retum to Stocks of Companies In the Subject SBBI 2004 Yearbook.
Company's Industry
Specific Risk Industry / Company Specific Risk Premium. 5.004 See Specific Company Risk Notes Below
20.24)
Rounded 20.00

Specific Company Risk Notes:

a Length of Time in Business

Earth Advantage is a relatively new business

b Financial Consideration:

¢ Condition of the Economy

Discount rate adjustment: 2%
ial forecast for growth. Risk that growth doesn't materialize
Capitalization rate adjustment: 4%

U.S. Economy is improving.

Capitalization rate adjustment: -1%

Total Company Specific Risk 5%

5.2.4 Income Approach Conclusion — Relief from Royalty

Table 5-4 presents our determination of the value of Earth Advantage intangible assets
based upon the income approach. For this determination, we used management’s 3 year
forecast followed by perpetual growth at a rate similar to inflation (3%).
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TABLE 5-4
Earth Advantage
Discounted Cash Flow - Relief From Royalty Calculation

Years 2005 2006 2007 Terminal Year (1)
Return Return + Return + Return +...+ Return * (1+k)
(1+d)’ (1+d’ (1+dy’ (1+d)"

Where d = discount rate, or required rate of return

Where k = assumed growth rate after forecast year

Years 2005 2006 2007 Terminal Year (1)
Return (Relief From Royalty) $12975 +  $19.650 +  $21.825 + $21.825*1.03
(1+.20)! (1+.20)? (1+20)° 20-.03 /(1+.20)°

Where d = discount rate, or required rate of return

Where k = assumed growth rate after forecast year

2005 2006 2007 Terminal Year (1)
Return (Relief From Royalty) $12.975 + $19.650 +  $21.825 + $22.480
1.20 144 1.73 0.10

Where d = discount rate, or required rate of return
Where k = assumed growth rate after forecast year

Distounted Future Cash Flow $10,813 + $13,646 + $12,630 + $228,500
Present Value $265,589

Rounded $265,000

Discount Rate | 0.20 |

(1) Terminal year is the year in which royalty revenue is expected to stabilize.
We anticipate stabilized growth to be similar to expected inflation or 3% per year.

Table 5-4 presents the value established from the relief from royalty calculation. This
calculation develops the value of the intangible assets of Earth Advantage. The tangible
asset value as determined by the Tapanen Group, Inc. will be presented in Section 6 of
this report.

5.3 INCOME APPROACH — ENERGY STAR

As with the Earth Advantage income based methodology, the Energy Star licenses also
can also be valued using an income approach. However, unlike Earth Advantage, the
Energy Star licenses have generated a profit and are expected to generate a profit through
their expiration.

5.3.1 Determining the Return — Energy Star

Management has provided revenue and expense forecasts through the expiration of the
Energy Star licensing agreements. Unlike Earth Advantage, these licensing agreements
have been profitable and will remain profitable through their expiration. The projected
profitability was presented in Table 4-2(a) in Section 4 of this report.
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5.3.2 Required Rate of Return — Energy Star

As discussed previously, the Energy Star licensing agreements generate positive income.
Furthermore, these licensing agreements are funded by government agencies. Therefore,
the risk associated with the revenues is greatly diminished when compared with Earth
Advantage where revenue is generated from contractors and manufacturing companies.
The substantially reduced risk results in a reduced discount rate from that required for
Earth Advantage. Table 5-5 illustrates our discount rate determination for the Energy
Star contracts.

TABLE 5-5
Earth Advantage
Schematic Diagram of Elements of a Discount Rate
Component
Explanation of Component Value Source
Risk Free Rate US Treasury Rate at or Near the Valuation Date 4.85 20 Year US Treasury Bond Yield at December 31, 2004
Equity Risk Premium Data Available from Ibbotson Associates Represents 7.19 Long Horizon Expected Equity Risk Premium Times
Equity Return (S&P 500) over US Treasury Instrument Beta. Source for Long Horizon Equity Premium:
Rates. Ibbotson SBBI 2004 Yearbook.
Small Stock Premivm Data Available from Tbbotson Associates Represents 3.2 Size Premium Times Beta. Source for Size Premium:
Additional Risk Inherent in Small Company Stocks Ibbotson SBBI 2004 Yearbook.
Industry Risk Premium Incremental Addition to the Discount Rate: Additional 0.004 Additional Industry Risk Premium. Source: Ibbotson
Return to Stocks of Companies In the Subject SBBI 2004 Yearbook.
Company's Industry .
Specific Risk Industry / Company Specific Risk Premium. (3.00 See Specific Company Risk Notes Below
12.24
Rounded 12.004
Specific Company Risk Notes:
a Length of Time in Business Well known branding, licensi is with g
Discount rate adjustment: -1%
b Financial Consideration: Li ing are short-term, forecasts are considered reliable
Capitalization rate adjustment: 2%
¢ Condition of the E E i iderations are not expected to impact the reliability of the income from licensing agreements
Capitalization rate adjustment: 0%
Total Specilic Risk -3%

5.3.3 Income Approach Conclusion — Energy Star

Table 5-6 illustrates our determination of the value of the balance of the Energy Star
licensing agreements.
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TABLE 5-6
Earth Advantage
Discounted Cash Flow -Energy Star

Years 2005 2006
Return Return + Return
(1+d)’ (1+d)?

Where d = discount rate, or required rate of return

Where k = assumed growth rate after forecast year

Years 2005 2006
Return (Eamings from Energy Star License) $108.000 + $16.250
(1+.20)" (1+.20)
2005 2006
Return (Earnings from Energy Star License) $108.000 + $16.250
1.12 1.25
Distounted Future Cash Flow $96,429 + $12,954
Present Value $109,383
Rounded $110,000
Discount Rate | 0.12 |

Note: Unlike the Earth Advantage Relief from Royalty calculation, these licensing agreeements
expire in 2005 & 2006. Therefore, there is no terminal value for this calculation.

5.4 MARKET APPROACH

The market approach is another approach used to value a business. This approach values
the subject by comparison with recent transactions conducted by similar companies. For
this appraisal assignment, the value determined in the income approach was developed
from relief from royalty methodology. The royalty relief was developed from the sale of
similar intangible assets, which resulted in royalties paid to the seller. Therefore, the
income approach as developed in this report under relief from royalty is considered both
an income and a market approach.

With regards to the Energy Star licensing agreements, we were unable to obtain direct
market information for such short-term contracts with such specialized focus. Therefore,
the market approach was rejected due to lack of available information.
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5.5 COST APPROACH (ASSET BASED APPROACH)

In business valuations, the cost approach is more commonly termed the asset-based or
adjusted net asset approach. The theory behind the asset-based approach is that the value
of a company equals the cost to replicate assets less the liabilities owed by the company.
In valuing the intangible assets of a company, we use the cost to replicate assets of the
company that are not listed on the balance sheet.

In review of the costs incurred in the development of Earth Advantage were
approximately $675,000. The marketing of the brand to builders, developers,
manufacturers and the public was more than $4.0 million. These costs were integral in
developing the name recognition necessary to generate potential royalty income.

However, to place emphasis on these costs as an indicator of value would overstate the
fair market value as defined in Section 1.5 of this report. Therefore, we have rejected the
cost approach in determining the fair market value of the intangible assets of Earth
Advantage. The tangible value of Earth Advantage assets was determined by the
Tapanen Group, Inc. This value will be included in Section 6 of this report when we
determine the final value of all tangible and intangible assets of Earth Advantage.
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6.

VALUATION CONCLUSION

At this point in the appraisal of Earth Advantage, we combine the value of the intangible
assets with that of the tangible assets as determined by the Tapanen Group. Table 6-1
presents the value of all tangible and intangible assets of Earth Advantage, including the
Energy Star Licensing Agreements, as of the valuation date.

TABLE 6-1
Earth Advantage
Valuation Summary

Indicated

Value

Intangible Asset Value (From Section 5) $ 265,000
Energy Star Licensing Agreements $ 110,000
Tangible Asset Value (From Tapanen Group, Inc.) $ 259,000
Combined Value of Tangible and Intangble Assets 3 634,000

Ritonstt Ao

s
Richard H. Gasstfer, JD, MBA

For: McCoy & Company CPAs, P.C. For: McCoy & Company CPAs, P.C.
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APPENDIX A: ROYALTYSOURCE® INTELLECTUAL PROPERTY DATABASE
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6.1.1.1 RoyaltySource Intellectual Property Database
A service provided by AUS Consultants

Trademark: Construction & Home Improvement Related

15-Feb-05

Licensee: O.Y.L. Manufacturing Company, Shenzhen O.Y.L.
Electrical Co . Ltd & P.T. O.Y.L. Sentra Manufacturing
Licensee Business: Refrigeration and heating equipment

Licensor: AAF MSQuery Inc

Licensor Business: Refrigeration and heating equipment

Royalty Rate, % (low range): 2.00

Royalty Rate, % (high range): 5.00

Upfront Fee:

Licensed Property:

Trademark License and Royalty Agreements dated December 27, 1995, the Company, a
subsidiary of a publicly traded Malaysian company, has granted a nonexclusive,
nontransferable rights and licenses to use the trademark "McQuay" in connection with the
sale and marketing of certain HVAC products exclusively through Shenzhen’s, OMC’s
and PT OYL’s respective international distribution networks.

Compensation Detail:

Royalty: OMC, Shenzhen and PT OYL have each agreed to pay the Company earned
royalty payments ranging from 2% to 5% of the accumulated net sales of such products.

Source: Form 10-K405 AAF MCQUAY INC, 9/23/1997
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6.1.1.2 RoyaltySource Intellectual Property Database
A service provided by AUS Consultants

Trademark: Construction & Home Improvement Related

15-Feb-05

Licensee: Knickerbocker L L Co Inc

Licensee Business: Dolls and stuffed toys

Licensor: American Environmental Systems Inc
Licensor Business: Hazardous waste management

Royalty Rate, % (low range): 2.00

Royalty Rate, % (high range): 2.00

Upfront Fee:

Licensed Property:

The Company has entered into licensing agreement for the trademark "ECT(R) as part of
a Product Development and License Agreement on August 4, 1992 for ECT Clean Room
System Ionizers and products; a device for removing potentially harmful particles (such
as second hand cigarette smoke, bacteria, dust and pollens) from an indoor environment.

Compensation Detail:
Royalty: The Company pay a royalty of two percent of the proceeds received by the
Company from all sales of the products using the trademark "ECT(R)

Source: Form 8-K Knickerbocker L L Co Inc, 11/20/1996
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6.1.1.3 RoyaltySource Intellectual Property Database
A service provided by AUS Consultants

Trademark: Construction & Home Improvement Related

15-Feb-05

Licensee: American Remodeling Inc

Licensee Business: Construction - Special Trade Contractors
Licensor: Century21 Real Estate Corp

Licensor Business: Real estate investment trusts

Royalty Rate, % (low range): 3.00

Royalty Rate, % (high range): 3.00

Upfront Fee:

Licensed Property:

On October 17, 1995, the Company granted to Licensor an exclusive license to the
Trademark in connection with the marketing, selling, furnishing, and installation of home
improvement products; "CENTURY 21" and the stylized version and logo depicted;
"Century 21 Home Improvements". LICENSED PRODUCTS: Siding and related
products, which related products include, but are not limited to, overhang and trim; 2.
Continuous guttering; 3. Windows and related products, which related products include,
but are not limited to, storm windows (interior and exterior), shutters, awnings, screens
and skylights; 4. Kitchen cabinet refacing and related products, which related products
include, but are not limited to, counter tops and replacement cabinets; 5. Kitchen and
bath remodeling, including all related materials, products and trades; 6. Roofing and
related products, which related products include, but are not limited to, attic ventilation,
insulation, whole house fans and skylights; 7. Exterior coating; 8. Brick and decorative
stone facing; 9. Painting (exterior and interior) and related products, which related
products include, but are not limited to, exterior textured coating and stucco; 10. Doors,
including, but not limited to, entry doors and patio doors; 11. Garage doors; 12. Patio
enclosures; 13. Deck, patio, and related products, including, but not limited to, wood
decks, car ports, roofovers and foundations.

Compensation Detail:

Royalty: ARI will make royalty payments to 21 in initial amounts equal to the greater of
$11 million per year or 3% of revenues, with the minimum royalty payment increasing to
an estimated amount of $40 million by the end of the 20 year term of the License
Agreement and will make contributions to an advertising fund in the amount of $10
million per year. ARI also has the right to grant sub-licenses under the License
Agreement.

"Sublicensee Royalties" shall mean three percent (3%) of all revenue of Licensee's
sublicensees upon which any payments to Licensee by Licensee's sublicensees pursuant
to sublicense agreements hereunder are based.
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Source: Form 8-K AMRE, INC.: EXHIBIT 7.1, 10/27/1995
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6.1.1.4 RoyaltySource Intellectual Property Database
A service provided by AUS Consultants

Trademark: Construction & Home Improvement Related

15-Feb-05

Licensee: Coleman Spas Inc

Licensee Business: Electric housewares
Licensor: Coleman Company Inc
Licensor Business: Electric housewares and fans
Royalty Rate, % (low range): 8.00

Royalty Rate, % (high range): 8.00

Upfront Fee:

Licensed Property:

February 26, 1992; Assignment of trademarks to sale, manufacture, and distribution of
spas, hot tubs, parts, and accessories. Coleman licensed its name and logo to the
operators of its spa and hot tub business and the gasoline-powered portable generator
business.

Compensation Detail:

Royalty: Coleman licensed its name and logo to the operators of its spa and hot tub
business and the gasoline-powered portable generator business, in exchange for a royalty
of 8 percent of sales.

Source: Form 10-K Coleman Company, Inc. Exhibit 10.3, 3/25/1993
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6.1.1.5 RoyaltySource Intellectual Property Database
A service provided by AUS Consultants

L _ —— — — — — _____—__——————————— —— — —————————————
Trademark: Construction & Home Improvement Related

15-Feb-05

Licensee: Ranco Inc

Licensee Business: Process control instruments
Licensor: Coleman Company Inc
Licensor Business: Electric housewares and fans
Royalty Rate, % (low range): 5.00

Royalty Rate, % (high range): 5.00

Upfront Fee:

Licensed Property:

As part of an asset sale, the Company granted to the purchaser, as of March 24, 1998, an
exclusive license throughout the Territory during the Term to all of Licensor’s right, title
and interest in and to the Licensed Mark for use as a trademark and service mark, solely
in conjunction with the term "Sheltra," for use solely in connection with the manufacture,
advertising, merchandising, promotion, publicity, use, sale, distribution and servicing of
Licensed Merchandise; Licensed Mark shall mean the trademark "COLEMAN," and the
variations thereof and associated logos and Merchandise shall mean smoke alarms,
carbon monoxide detectors, heat detectors, flammable gas detectors and indoor air quality
monitors.

Compensation Detail:
Royalty: Licensee shall pay Licensor a royalty of five percent (5%) of Net Sales.

Source: Form 8-K COLEMAN CO INC: EXHIBIT 10.1, 4/3/1998
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6.1.1.6 RoyaltySource Intellectual Property Database
A service provided by AUS Consultants

Trademark: Construction & Home Improvement Related
15-Feb-05

Licensee: John Goss Projects Pty Ltd.
Licensee Business: --

Licensor: Cool or Cosy Ltd
Licensor Business: -

Royalty Rate, % (low range): 5.00
Royalty Rate, % (high range): 5.00
Upfront Fee:

Licensed Property:

April 2004 licensing agreement (including the right to the trademarked name) between
two Australian companies. Under the agreement, licensee is licensed to install Cool or
Cosy products in the regional cities of Rockhampton and Gladstone, the town of Emerald
and surrounding areas. Cool or Cosy are insulation products and the licensee is an
electrical contractor. The introduction of licensing agreements follows changes to the
Building Code of Australia setting a new national standard on energy efficiency. The
code requires ceiling insulation to be installed during the construction of all new homes.
The licensee will be licensed to use the Cool or Cosy name as part of its business, and
will source all its insulation materials exclusively from Cool or Cosy.

Compensation Detail:

Royalty: Cool or Cosy will gain from the sale of its cellulose insulation product and will
also retain a 5 per cent royalty on all insulation sales made by John Goss Projects.

Source: AAP Company News (Australian) SECTION: Financial News, 4/5/2004
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6.1.1.7 RoyaltySource Intellectual Property Database
A service provided by AUS Consultants

Trademark: Construction & Home Improvement Related
15-Feb-05

Licensee: National Association of Home Builders (NAHB)
Research Center
Licensee Business: -

Licensor: National Association of Home Builders (NAHB)
Licensor Business: --

Royalty Rate, % (low range): 5.00

Royalty Rate, % (high range): 5.00

Upfront Fee:

Licensed Property:

October 2004, details of a related-party trademark licensing agreement (2002) have come
to light because of a messy court case. A U.S. home-builders association with a
profitable research center sought to minimize taxes by entering into a licensing agreement
with the research center to license it's trademarked name to the center. Tax issues,
employee issues, and board disagreements have resulted in a lawsuit between former
directors/employees and the association. Omne former employee is claiming tortious
interference with contract and civil conspiracy and is seeking $9 million in damages.
Note that there were two very different royatly recommendations made by consultants
prior to the signing of the memorandum of agreement. The association went with the
higher of the recommendations.

Compensation Detail:

Royalty: Trademark consulting company InteCap Inc. was summoned to study the issue.
It recommended the center should pay anywhere from 4 percent to 6 percent of its annual
gross revenue in royalties to the association. Upon the advice of Powell Goldstein, the
NAHB and the center's board agreed upon a 5 percent annual fee.

Source: Broward Daily Business Review SECTION: LAWYERS; Vol. 45; No. 221; Pg. 10, 10/21/2004
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6.1.1.9 RoyaltySource Intellectual Property Database

A service provided by AUS Consultants

Trademark: Construction & Home Improvement Related

15-Feb-05

Licensee: American Remodeling Inc

Licensee Business: Construction - Special Trade Contractors
Licensor: Sears, Roebuck and Co

Licensor Business: Department stores

Royalty Rate, % (low range): 12.00

Royalty Rate, % (high range): 12.00

Upfront Fee:

Licensed Property:

From 1981 through 1995: The Sears License Agreement covered specific territories and
gave the Company the right to market, sell and install siding and related exterior home
improvement products, kitchen cabinet refacing and countertops, replacement windows
and exterior coating under the Sears brand name in those territories.

Compensation Detail:

Royalty: In 1995, the Sears License Agreement provided for license fees to Sears of 12%
of the Company’s contract revenues from sales in the licensed territories. The Company
did not renew the Sears License Agreement when it expired on December 31, 1995.

Source: Form 10-K405 AMRE INC, 3/12/1996
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6.1.1.10 RoyaltySource Intellectual Property Database
A service provided by AUS Consultants

Trademark: Construction & Home Improvement Related

15-Feb-05

Licensee: Catalina Lighting Inc

Licensee Business: Electric lighting & wiring equipment
Licensor: Westinghouse Electric Corp
Licensor Business: Television broadcasting stations
Royalty Rate, % (low range): 4.00

Royalty Rate, % (high range): 4.00

Upfront Fee:

Licensed Property:

DATE: November 19, 2001. The Company hereby grants the Licensee an exclusive
license, without the right to grant sublicensee, to use the MARKS solely on or in
connection with the PRODUCTS and solely in the TERRITORY until the expiration or
termination of this Agreement. MARKS - The trademarks WESTINGHOUSE, Circle W,
and You can be sure as shown in Appendix B attached hereto and made a part hereof.
PRODUCTS - The lighting fixtures, portable lights and flashlights specified in Appendix
C utilizing the MARKS. TERRITORY - United States, Canada and Mexico

Compensation Detail:

Royalty: CATALINA agrees to pay WESTINGHOUSE four (4.0%) percent of the NIP
of all PRODUCTS sold, leased or otherwise transferred by or for CATALINA. If a NIP
is not available for such PRODUCTS, a commercially equivalent amount shall apply. 4.2
CATALINA also agrees to pay WESTINGHOUSE a minimum annual payment of Two
Hundred Fifty Thousand Dollars ($250,000) for fiscal year (October 1 through September
30) 2002.

Source: Form 10-Q CATALINA LIGHTING INC: Exhibit 10.24(d), 2/14/2002
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APPENDIX B: VALUATION METHODS CONSIDERED BUT REJECTED
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Valuation Methods Considered But Rejected

Cost Approach

As discussed in Section 5, the cost to develop the intangible value of Earth Advantage
were such that to rely upon cost of development as an indicator of value would overstate
the fair market value. Therefore, the cost approach was rejected. With regards to the
Tapanen Group appraisal of tangible assets, the costs were considered and discussed.

Capitalization of Income Method

Earth Advantage revenues are forecast to grow substantially in the near term followed by
stabilization in the future. The use of the capitalization of income method would result in
an understated value for Earth Advantage. Therefore, we rejected this methodology.
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APPENDIX C: QUALIFICATIONS OF VALUATION ANALYSTS
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QUALIFICATIONS OF VALUATION ANALYST
MARKE. FOAT, CBA

Mark E. Foat was born and raised in Portland, Oregon. He graduated from Warner
Pacific College with a Bachelor of Science in Business Administration.

Mr. Foat was employed for over ten years by large financial institutions. As a
commercial lender, he approved millions of dollars in loans for closely held businesses
and has facilitated the finance of numerous business acquisitions in the Pacific
Northwest.

Currently, Mr. Foat is a Principal in International Business Associates, a full service
business brokerage, that also provides business appraisal, consulting services; and a
Principal in the Certified Public Accounting firm of McCoy & Company., CPA’s, PC.
He holds the Certified Business Appraiser (CBA) designation from the Institute of
Business Appraisers. He is an active business broker, provides business valuation
services, arranges and negotiates financing, and acts as business advisor to both firm’s
clients.

In addition to valuation engagements performed for partnership dissolution, marital
dissolution and estate planning, Mr. Foat has also been retained by financial institutions
to appraise businesses for lending purposes. Commercial lenders have relied upon his
reports and analyses for the purpose of business acquisition; US Small Business
Administration guaranteed loans; leveraged ESOP transactions and conventional
commercial financing. Institutional clients include: US National Bank, West Coast Bank,
Newcourt Financial Services Columbia Credit Union and Centennial Bank (Now
Umpqua Bank).

Mr. Foat has lectured on commercial finance, business valuation and other business
topics at seminars for various business groups.

Below is a list of organizations and accomplishments:

CBA - Certified Business Appraiser

Licensed Business Sales Agent — State of Oregon

BS - Warner Pacific College (Cum Laude)

Passed Securities and Exchange Commission Series 6 & 63 Securities Licenses
examinations

IBA - Institute of Business Appraisers

e Over 15 years in public and private companies dealing with closely held
companies for finance, mergers and acquisitions, buy/sell agreements,
partnership/shareholder valuations and marital dissolution.
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QUALIFICATIONS OF VALUATION ANALYST
RICHARD H. GASSNER, JD, MBA

Richard H. Gassner was born and raised in Lake Oswego, Oregon. He graduated from
Portland State University with a Bachelors degree in Business and a Masters of Business
Administration degree. Mr. Gassner is also a graduate of the College of Law at
Willamette University. Mr. Gassner is a member in good standing of the Oregon State
Bar Association.

Mr. Gassner recently served as Tax Director for PacifiCorp. He was Tax Specialist and
Attorney for Portland General Corporation prior to joining PacifiCorp. Prior to Portland
General Corporation Mr. Gassner was employed by Arthur Andersen & Co. Currently
and for numerous years has assisted various Law firms and Certified Public Accounting
firms as an adjunct consultant on complex corporate and individual tax matters.

Mr. Gassner is a Principal in International Business Associates, a business appraisal,
sales, merger, acquisition and consulting firm; and a Principal in the Certified Public
Accounting firm of McCoy & Company., CPA’s, PC., where his practice includes
business appraisals, mergers and acquisitions, tax and business consulting.

Mr. Gassner has testified before various regulatory bodies on complex tax matters. In
addition, Mr. Gassner has extensive experience before the Appeals Division of the
Internal Revenue Service where he has negotiated favorable resolution of numerous large
and complex tax matters. Further, Mr. Gassner has testified as an expert witness on tax
related issues.

Below is a list of organizations and accomplishments:

BS — Portland State University

MBA — Portland State University

JD — Willamette University College of Law

Oregon State Bar Association

IBA - Institute of Business Appraisers

e DPast President, Tax Executives Institute, Portland Chapter

e Over twenty-five years experience in public and private companies dealing with
large corporations, closely held companies, partnerships, and other business
entities. Experience includes corporate, individual, partnership and other flow-
through tax issues. Mr. Gassner also is experienced in mergers and acquisitions,
employee plan and benefit issues, and private foundations. Mr. Gassner has also
been a trustee for numerous qualified settlement funds.
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STANDARD ASSUMPTIONS AND LIMITING CONDITIONS

The business valuation process requires certain assumptions and limiting conditions,
many of which may have significant influence on the valuation conclusion.

1. This appraisal is based upon information obtained from sources that, with
exceptions, if any, as noted herein, the appraiser believes to be reliable. However, the
appraiser has not made a specific effort to confirm the validity of any of the
information, and accordingly, its accuracy or completeness cannot be guaranteed.

2. McCoy & Company CPAs, P.C. may have reviewed portions of Shareholder
Agreements or other legal documents with the intent of making a good faith estimate
of the portions which could have a material impact on value and to provide the reader
a general description of those portions. McCoy & Company CPAs, P.C. general
descriptions should not be considered a substitute for the reader’s review of the full
text of the legal documents with the aid of a qualified attorney.

3. The appraiser is not required to give testimony in court or be in attendance during
any hearings or depositions with reference to the matters stated, directly or indirectly,
unless prior arrangements have been made with the appraiser.

4. Some assumptions inevitably will not materialize and unanticipated events and
circumstances may occur. The actual performance in any areas estimated, forecasted
or projected will vary from the estimates, forecasts, and projections, and the variation
may be material. While developed in good faith and as a non-advocate, McCoy &
Company CPAs, P.C. does not express any form of assurance on the likelihood of
achieving same or on the reasonableness of the used assumptions.

5. Possession of this report, or a copy hereof, does not carry with it the right of
publication of all or any part of this report without the expressed written consent of
the appraiser, and then only in the event of proper attribution.

6. Should you provide copies, or the right of review to others, said other parties may
be assured that this report, while performed in the employ of our client, was prepared
on an non-advocacy basis. Said other parties, however, are cautioned that McCoy &
Company CPAs, P.C. has no duty to you, and therefore, no warranty is expressed or
implied. Nothing in this report is intended to replace any third party’s independent
sole judgment, due diligence, or decision to seek legal, accounting, or valuation
counsel. All such other parties will be considered “unintended users” under the terms
of our engagement.

7. The opinion of value expressed within this appraisal report is applicable only to the
type of value stated within the report, and then only the referenced definition of that
type of value.
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8. The fee for this report is for McCoy & Company CPAs, P.C.’s expressed opinion of
value on the effective date, without warranties or guarantees as to the outcome of any
litigation, negotiations with prospective purchasers, or contrary opinions of value as
of the same date. '

9. Any references to the value of intangible assets of the business are estimates of fair
market value, based upon the use of those assets as elements in a going concern, and
not used items valued for orderly or forced liquidation, unless specifically stated as
such. Any comments regarding the condition and or state of the art of any assets are
based upon the representations of management, or as specified within the report.

10. This appraisal, unless specifically stated otherwise herein, assumes there are neither
litigious, regulatory compliance, nor similar problems, nor restriction nor other
qualifications within the documents referred to above which could materially affect
the value of the property being appraised. No representations or warranties are
expressed or implied regarding such conditions and no consideration has been given
to the possible effects of any such conditions.

11. The value estimate assumes there is no hazardous or environmentally unsafe
material on or in the property that would cause a loss in value. McCoy & Company
CPAs, P.C. is not qualified to detect hazardous or potentially hazardous materials
which may affect the value of the property. No responsibility is assumed for any such
conditions or for any expertise or engineering knowledge required to discover or
abate such conditions.

12. If the purpose and function of this appraisal report assumes a sale, the resulting
value opinion assumes an absence of disruptive competition by the seller.

13. This report gives no consideration to any contingent assets or liabilities other than
those specified, if any, within this report.

14. Neither our opinion of value nor this report constitutes advice for any specific
action.

15. Unless specified to the contrary, financial restructuring or a public offering has not
been considered. If material changes, other than those specified herein, occur in the
ownership, financing or public offering opportunity, the impact upon value could be
significant and the assumptions inherent in this valuation could be invalid.

16. In the event differences exist between the financial data contained in a primary
year’s financial statements and the amounts shown for the same item in the prior year
column of the following year’s financial statements, it is understood we will use the
amounts reflected in the prior year column of the following year’s statements.

This report is further subject to any other contingencies, assumptions and limiting
conditions set out elsewhere within this report.
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INTERNATIONAL GLOSSARY OF BUSINESS
VALUATION TERMS
Published August 6, 2001

To enhance and sustain the quality of business valuations for the benefit of the profession
and its clientele, the below identified societies and organizations have adopted the
definitions for the terms included in this glossary.

The performance of business valuation services requires a high degree of skill and
imposes upon the valuation professional a duty to communicate the valuation process and
conclusion, in a manner that is clear and not misleading. This duty is advanced through
the use of terms whose meanings are clearly established and consistently applied
throughout the profession.

If, in the opinion of the business valuation professional, one or more of these terms needs
to be used in a manner that materially departs from the enclosed definitions, it is
recommended that the term be defined as used within that valuation engagement. This
glossary has been developed to provide guidance to business valuation practitioners by
further memorializing the body of knowledge that constitutes the competent and careful
determination of value and, more particularly, the communication of how that value was
determined.

Departure from this glossary is not intended to provide a basis for civil liability and
should not be presumed to create evidence that any duty has been breached.

Adopted by:

American Institute of Certified Public Accountants
American Society of Appraisers
Canadian Institute of Chartered Business Valuators
National Association of Certified Valuation Analysts
The Institute of Business Appraisers

Adjusted Book Value Method — a method within the asset approach whereby all assets
and liabilities (including off-balance sheet, intangible, and contingent) are adjusted to
their fair market values (NOTE: In Canada on a going concern basis).

Adjusted Net Asset Method — see Adjusted Book Value Method.

Appraisal - see Valuation.

Appraisal Approach - see Valuation Approach.

Appraisal Date - see Valuation Date.

Appraisal Method - see Valuation Method.
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Appraisal Procedure - see Valuation Procedure.

Arbitrage Pricing Theory — a multivariate model for estimating the cost of equity
capital, which incorporates several systematic risk factors.

Asset (Asset-Based) Approach - a general way of determining a value indication of a
business, business ownership interest, or security using one or more methods based on
the value of the assets net of liabilities.

Beta - a measure of systematic risk of a stock; the tendency of a stock's price to correlate
with changes in a specific index.

Blockage Discount - an amount or percentage deducted from the current market price of
a publicly traded stock to reflect the decrease in the per share value of a block of stock
that is of a size that could not be sold in a reasonable period of time given normal trading
volume.

Book Value — see Net Book Value .
Business - see Business Enterprise.

Business Enterprise - a commercial, industrial, service, or investment entity (or
acombination thereof) pursuing an economic activity.

Business Risk ~ the degree of uncertainty of realizing expected future returns of the
business resulting from factors other than financial leverage. See Financial Risk.

Business Valuation - the act or process of determining the value of a business enterprise
or ownership interest therein.

Capital Asset Pricing Model (CAPM) - a model in which the cost of capital for any
stock or portfolio of stocks equals a risk-free rate plus a risk premium that is
proportionate to the systematic risk of the stock or portfolio.

Capitalization - a conversion of a single period of economic benefits into value.

Capitalization Factor - any multiple or divisor used to convert anticipated economic
benefits of a single period into value.

Capitalization of Earnings Method — a method within the income approach whereby
economic benefits for a representative single period are converted to value through
division by a capitalization rate.

Capitalization Rate - any divisor (usually expressed as a percentage) used to convert
anticipated economic benefits of a single period into value.
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Capital Structure - the composition of the invested capital of a business enterprise, the
mix of debt and equity financing.

Cash Flow - cash that is generated over a period of time by an asset, group of assets, or
business enterprise. It may be used in a general sense to encompass various levels of
specifically defined cash flows. When the term is used, it should be supplemented by a
qualifier (for example, "discretionary" or "operating") and a specific definition in the
given valuation context.

Common Size Statements — financial statements in which each line is expressed as a
percentage of the total. On the balance sheet, each line item is shown as a percentage of
total assets, and on the income statement, each item is expressed as a percentage of sales.

Control - the power to direct the management and policies of a business enterprise.

Control Premium - an amount or a percentage by which the pro rata value ofa
controlling interest exceeds the pro rata value of a non-controlling interest in a business
enterprise, to reflect the power of control.

Cost Approach - a general way of determining a value indication of an individual asset
by quantifying the amount of money required to replace the future service capability of
that asset.

Cost of Capital - the expected rate of return that the market requires in order to attract
funds to a particular investment.

Debt -Free - we discourage the use of this term. See Invested Capital.

Discount for Lack of Control - an amount or percentage deducted from the pro rata
share of value of 100% of an equity interest in a business to reflect the absence of some
or all of the powers of control.

Discount for Lack of Marketability - an amount or percentage deducted from the value
of an ownership interest to reflect the relative absence of marketability.

Discount for Lack of Voting Rights — an amount or percentage deducted from the per
share value of a minority interest voting share to reflect the absence of voting rights.

Discount Rate - a rate of return used to convert a future monetary sum into present
value. ‘

Discounted Cash Flow Method — a method within the income approach whereby the
present value of future expected net cash flows is calculated using a discount rate. _

Discounted Future Earnings Method — a method within the income approach whereby
the present value of future expected economic benefits is calculated using a discount rate.
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Economic Benefits - inflows such as revenues, net income, net cash flows, etc.
Economic Life - the period of time over which property may generate economic benefits.
Effective Date - see Valuation Date.

Enterprise - see Business Enterprise.

Equity — the owner’s interest in property after deduction of all liabilities.

Equity Net Cash Flows - those cash flows available to pay out to equity holders (in the
form of dividends) after funding operations of the business enterprise, making necessary
capital investments, and increasing or decreasing debt financing.

Equity Risk Premium - a rate of return added to a risk- free rate to reflect the additional
risk of equity instruments over risk free instruments (a component of the cost of equity
capital or equity discount rate).

Excess Earnings - that amount of anticipated economic benefits that exceeds an
appropriate rate of return on the value of a selected asset base (often net tangible assets)
used to generate those anticipated economic benefits.

Excess Earnings Method - a specific way of determining a value indication of a
business, business owne rship interest, or security determined as the sum of a) the value
of the assets derived by capitalizing excess earnings and b) the value of the selected asset
base. Also frequently used to value intangible assets. See Excess Earnings.

Fair Market Value - the price, expressed in terms of cash equivalents, at which property
would change hands between a hypothetical willing and able buyer and a hypothetical
willing and able seller, acting at arms length in an open and unrestricted market, when
neither is under compulsion to buy or sell and when both have reasonable knowledge of
the relevant facts. {NOTE: In Canada, the term "price" should be replaced with the term
"highest price"} '

Fairness Opinion — an opinion as to whether or not the consideration in a transaction is
fair from a financial point of view.

Financial Risk — the degree of uncertainty of realizing expected future returns of the
business resulting from financial leverage. See Business Risk.

Forced Liquidation Value - liquidation value, at which the asset or assets are sold as
quickly as possible, such as at an auction.

Free Cash Flow — we discourage the use of this term. See Net Cash Flow.

Going Concern - an ongoing operating business enterprise.
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Going Concern Value - the value of a business enterprise that is expected to continue to
operate into the future. The intangible elements of Going Concern Value result from
factors such as having a trained work force, an operational plant, and the necessary
licenses, systems, and procedures in place.

Goodwill - that intangible asset arising as a result of name, reputation, customer loyalty,
location, products, and similar factors not separately identified.

Goodwill Value - the value attributable to goodwill.

Guideline Public Company Method — a method within the market approach whereby
market multiples are derived from market prices of stocks of companies that are engaged
in the same or similar lines of business, and that are actively traded on a free and open
market.

Income (Income -Based) Approach - a general way of determining a value indication of
a business, business ownership interest, security, or intangible asset using one or more
methods that convert anticipated economic benefits into a present single amount.

Intangible Assets - non-physical assets such as franchises, trademarks, patents,
copyrights, goodwill, equities, mineral rights, securities and contracts (as distinguished
from physical assets) that grant rights and privileges, and have value for the owner.

Internal Rate of Return — a discount rate at which the present value of the future cash
flows of the investment equals the cost of the investment.

Intrinsic Value — the value that an investor considers, on the basis of an evaluation or
available facts, to be the "true" or "real" value that will become the market value when
other investors reach the same conclusion. When the term applies to options, it is the
difference between the exercise price or strike price of an option and the market value of
the underlying security.

Invested Capital - the sum of equity and debt in a business enterprise. Debt is typically
a) all interest bearing debt or b) long-term interest-bearing debt. When the term is used, it
should be supplemented by a specific definition in the given valuation context.

Invested Capital Net Cash Flows - those cash flows available to pay out to equity
holders (in the form of dividends) and debt investors (in the form of principal and
interest) after funding operations of the business enterprise and making necessary capital
investments.

Investment Risk - the degree of uncertainty as to the realization of expected returns.

Investment Value - the value to a particular investor based on individual investment
requirements and expectations. {NOTE: in Canada, the term used is "Value to the
Owner"}.

Fair Market Value Appraisal 56



Key Person Discount - an amount or percentage deducted from the value of an
ownership interest to reflect the reduction in value resulting from the actual or potential
loss of a key person in a business enterprise.

Levered Beta - the beta reflecting a capital structure that includes debt.

Limited Appraisal — the act or process of determining the value of a business, business
ownership interest, security, or intangible asset with limitations in analyses, procedures,
OrT scope.

Liquidity - the ability to quickly convert property to cash or pay a liability.

Liquidation Value - the net amount that would be realized if the business is terminated
and the assets are sold piecemeal. Liquidation can be either "orderly" or "forced.”

Majority Control - the degree of control provided by a majority position.

Majority Interest - an ownership interest greater than 50% of the voting interest in a
business enterprise.

Market (Market-Based) Approach - a general way of determining a value indication of
a business, business ownership interest, security, or intangible asset by using one or more
methods that compare the subject to similar businesses, business ownership interests,
securities, or intangible assets that have been sold.

Market Capitalization of Equity — the share price of a publicly traded stock multiplied
by the number of shares outstanding.

Market Capitalization of Invested Capital — the market capitalization of equity plus the
market value of the debt component of invested capital.

Market Multiple — the market value of a company's stock or invested capital divided by
a company measure (such as economic benefits, number of customers).

Marketability - the ability to quickly convert property to cash at minimal cost.
Marketability Discount - see Discount for Lack of Marketability.

Merger and Acquisition Method — a method within the market approach whereby
pricing multiples are derived from transactions of significant interests in companies
engaged in the same or similar lines of business.

Mid-Year Discounting — a convention used in the Discounted Future Earnings Method

that reflects economic benefits being generated at midyear, approximating the effect of
economic benefits being generated evenly throughout the year.
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Minority Discount - a discount for lack of control applicable to a minority interest.
Minority Interest - an ownership interest less than 50% of the voting interest in a
business enterprise.

Multiple - the inverse of the capitalization rate.

Net Book Value - with respect to a business enterprise, the difference between total
assets (net of accumulated depreciation, depletion, and amortization) and total liabilities
as they appear on the balance sheet (synonymous with Shareholder's Equity). With
respect to a specific asset, the capitalized cost less accumulated amortization or
depreciation as it appears on the books of account of the business enterprise.

Net Cash Flows — when the term is used, it should be supplemented by a qualifier. See
Equity Net Cash Flows and Invested Capital Net Cash Flows .

Net Present Value — the value, as of a specified date, of future cash inflows less all cash
outflows (including the cost of investment) calculated using an appropriate discount rate.

Net Tangible Asset Value - the value of the business enterprise's tangible assets
(excluding excess assets and non-operating assets) minus the value of its liabilities.

Non-Operating Assets - assets not necessary to ongoing operations of the business
enterprise. {NOTE: in Canada, the term used is "Redundant Assets"}.

Normalized Earnings — economic benefits adjusted for nonrecurring, noneconomic, or
other unusual items to eliminate anomalies and/or facilitate comparisons.

Normalized Financial Statements — financial statements adjusted for nonoperating
assets and liabilities and/or for nonrecurring, noneconomic, or other unusual items to
eliminate anomalies and/or facilitate comparisons.

Orderly Liquidation Value - liquidation value at which the asset or assets are sold over
a reasonable period of time to maximize proceeds received.

Premise of Value - an assumption regarding the most likely set of transactional
circumstances that may be applicable to the subject valuation; e.g. going concern,
liquidation.

Present Value — the value, as of a specified date, of future economic benefits and/or
proceeds from sale, calculated using an appropriate discount rate.

Portfolio Discount - an amount or percentage deducted from the value of a business
enterprise to reflect the fact that it owns dissimilar operations or assets that do not fit well
together.

Price/Earnings Multiple — the price of a share of stock divided by its earnings per share.
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Rate of Return — an amount of income (loss) and/or change in value realized or
anticipated on an investment, expressed as a percentage of that investment.

Redundant Assets — see Non-Operating Assets.
Report Date — the date conclusions are transmitted to the client.

Replacement Cost New — the current cost of a similar new property having the nearest
equivalent utility to the property being valued.

Reproduction Cost New — the current cost of an identical new property.

Required Rate of Return — the minimum rate of return acceptable by investors before
they will commit money to an investment at a given level of risk.

Residual Value — the value as of the end of the discrete projection period in a discounted
future earnings model.

Return on Equity — the amount, expressed as a percentage, earned on a company’s
common equity for a given period.

Return on Investment — see Return on Invested Capital and Return on Equity.

Return on Invested Capital — the amount, expressed as a percentage, earned on a
company’s total capital for a given period.

Risk-Free Rate — the rate of return available in the market on an investment free of
default risk.

Risk Premium — a rate of return added to a risk-free rate to reflect risk.

Rule of Thumb — a mathematical formula developed from the relationship between price
and certain variables based on experience, observation, hearsay, or a combination of
these; usually industry specific.

Special Interest Purchasers — acquirers who believe they can enjoy postacquisition
economies of scale, synergies, or strategic advantages by combining the acquired
business interest with their own.

Standard of Value — the identification of the type of value being used in a specific
engagement; e.g. fair market value, fair value, investment value.

Sustaining Capital Reinvestment — the periodic capital outlay required to maintain
operations at existing levels, net of the tax shield available from such outlays.
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Systematic Risk — the risk that is common to all risky securities and cannot be
eliminated through diversification. The measure of systematic risk in stocks is the beta
coefficient.

Tangible Assets — physical assets (such as cash, accounts receivable, inventory, property,
plant and equipment, etc.).

Terminal Value . see Residual Value .
Transaction Method - see Merger and Acquisition Method.
Unlevered Beta — the beta reflecting a capital structure without debt.

Unsystematic Risk — the risk specific to an individual security that can be avoided
through diversification.

Valuation — the act or process of determining the value of a business, business ownership
interest, security, or intangible asset.

Valuation Approach — a general way of determining a value indication of a business,
business ownership interest, security, or intangible asset using one or more valuation

methods.

Valuation Date — the specific point in time as of which the valuator's opinion of value
applies (also referred to as "Effective Date" or "Appraisal Date").

Valuation Method — within approaches, a specific way to determine value.

Valuation Procedure — the act, manner, and technique of performing the steps of an
appraisal method.

Valuation Ratio — a fraction in which a value or price serves as the numerator and
financial, operating, or physical data serves as the denominator.

Value to the Owner — see Investment Value .
Voting Control — de jure control of a business enterprise.
Weighted Average Cos t of Capital (WACC) — the cost of capital (discount rate)

determined by the weighted average, at market value, of the cost of all financing sources
in the business enterprise's capital structure.
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SUMMARY AND CONCLUSION

In the opinion of McCoy & Company CPAs, P.C. using the valuation methods described and subject to the
assumptions and limiting conditions incorporated herein, the fair market value of the Tangible and
Intangible Assets of Earth Advantage and the Energy Star licensing agreements, as of March 5, 2005 is as
follows:

$634,000

APPRAISERS CERTIFICATION

This report has been prepared for the confidential use of Portland General Electric Company. It
was prepared using standard valuation techniques and practices. Our analysis, opinions, and
conclusions were developed and this report has been prepared, in conformity with the Uniform
Standards of Professional Appraisal Practice, promulgated by The Appraisal Foundation and
endorsed by the American Society of Appraisers. This valuation and report was also completed
in accordance with Institute of Business Appraisers business appraisal standards for conducting
and reporting on business valuations.

This report was prepared by Mark E. Foat and Richard H. Gassner. Qualification statements for
these individuals appear at the end of this report. No individuals other than those identified
provided significant professional assistance to the persons signing this report.

To the best of our knowledge and belief, the statements of fact contained in this report are true
and correct. The reported analysis, opinions, and conclusions are limited only by the reported
assumptions and limiting conditions, and are the unbiased professional analysis, opinions, and
conclusions of McCoy & Company CPAs, P.C. (MCO) and the individuals involved in this
appraisal. Our compensation is in no way contingent on an action or event resulting from the
analysis, opinions, or conclusions in, or the use of, this report. Neither McCoy & Company
CPAs, P.C. nor the individuals involved in this appraisal have any present or contemplated future
interest in the subject property, or any other interest, which might tend to prevent making a fair
and unbiased appraisal.

Authorized reports will be signed by the appraiser. Copies which do not bear said signature are
unauthorized and incomplete.
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1.

INTRODUCTION

1.1 SUBJECT OF THE APPRAISAL

McCoy & Company CPAs, P.C. was retained to perform an appraisal of the Fair Market
Value of the Earth Advantage Trademark and related tangible and intangible assets. In
addition, we will include the value of the balance of a certain licensing agreement titled
Energy Star. The value of each of these are determined as of March 5, 2005.

1.2 SUMMARY DESCRIPTION OF THE SUBJECT ASSETS

o The Earth Advantage Trademark and the related programs developed and
specifications required in order to certify homes built as meeting the “Earth
Advantage” requirements.

o Two Energy Star license agreements. These licensing agreement began in 2004
and will expire in 2005 and 2006. Energy Star is a government-backed program
designed to help individuals and businesses protect the environment through
improved energy efficiency. Portland General Electric provides services under
these agreements (primarily contract labor) and receives funding from
government agencies.

o The tangible assets owned by Earth Advantage. We have retained the services of
Tapanen Group, Inc. to appraise said assets. A detailed listing is included in that
appraisal report and is included as an Appendix to this report.

1.3 INTENDED USERS OF THE APPRAISAL REPORT
The intended users of this report are Management of Portland General Electric Company.

1.4 NATUREAND PURPOSE OF THE APPRAISAL

Portland General Electric Company has informed us of their intent to donate the subject
assets to a not for profit entity. The purpose of this valuation is to establish the fair
market value of these assets for financial statement preparation and income tax purposes.

1.5 DEFINITION OF FAIR MARKET VALUE

Fair market value is defined as: The price at which property would change hands
between a hypothetical willing buyer and a hypothetical willing seller when the former is
not under any compulsion to buy and the latter is not under any compulsion to sell, both
parties having reasonable knowledge of relevant facts.

The definition of fair market value for this appraisal includes the following assumptions:

the hypothetical buyer is prudent but without synergistic benefit;
the assets will continue as a going concern and not be liquidated,;
the hypothetical sale will be for cash; and

the buyer and seller are ready and able as well as willing.
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1.5.1 Value in Liquidation

Uniform Standards of Professional Appraisal Practice (USPAP 9-3) requires an appraiser
to investigate whether the value would be greater in liquidation than continuing the
operation in its current form.

Because the assets are intangible, their only value is in continued operations. Liquidation
would result in nominal if any value.
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1.6 UNIFORM STANDARDS OF PROFESSIONAL APPRAISAL (USPAP) REQUIREMENTS
e The nature and history of the business.

o This is discussed in Section 2.1.

e Financial and economic conditions affecting the business enterprise, its industry and
the general economy.

o This is discussed in Section 3.1.

o Past results, current operations and future prospects of the business enterprise.

o This is discussed in Section 4.

e Past sales of capital stock or other ownership interests in the business enterprise
being appraised.

o This is discussed in Section 5.3

o Sales of similar businesses or capital stock of publicly held similar businesses.

o This is discussed in Section 5.3

e Prices, terms, and conditions affecting past sales of similar business equity

o This is discussed in Section 5.3
e Economic benefit of intangible assets.

o This is discussed throughout Section 5

1.7 SOURCES OF INFORMATION

e Interviews with Company Management performed Mark E. Foat, CBA and

Richard H. Gassner, JD, MBA.

Projected financial information provided by Management

Historical revenue and cost information provided by Management

Licensing Agreements for similar assets

The fair market value appraisal of tangible assets performed by the

Tapanen Group.

e Valuing a Business and Valuing Small Businesses and Professional
Practices, Shannon P. Pratt 4th edition.

e 1997 IBA Valuation of the Closely Held Business Advanced Theory and
Applications.

e Federal Reserve Internet Site www.federalreserve.gov/releases .

e Other sources referenced throughout this report.
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2.

COMPANY BACKGROUND

Uniform Standards of Professional Appraisal Practice requires an appraiser to consider
the nature and history of the business. This Section addresses this requirement.

2.1 NATUREAND HISTORY OF THE BUSINESS

The Earth Advantage name and logo are registered trade / service mark obtained by
Portland General Electric Company legal department.

According to Portland General Electric Company, Earth Advantage establishes and
maintains performance standards for building methods, materials and equipment systems
by which homes can be measured against a baseline of local and national building and
manufacturing codes and standard industry practices. This requires secondary research,
expert analysis, professional documentation and quality presentation. The standard is
composed of four areas of benefits to the homeowner, local community, and society:
energy efficiency, indoor air quality, environmental responsibility, and resource
efficiency. The standards behind the marks are important to maintaining the quality of
the name. The standards represent the accumulated intellectual capital from the past ten
years compiled in the form of written manuals, research documents, point sheets, testing
procedures, etc.

Earth Advantage generates revenues from various sources. These include:

1. Builders who consider the Earth Advantage logo a marketing tool for the sale of
newly constructed homes. Currently, there are over 120 existing builder /
remodeling contractors which are contracted with Earth Advantage. Of these
contractors, contracts range from one home to three hundred homes.

2. Sponsorship from equipment and product manufacturers. These manufacturers
seek to have their products used by the 120 contracted Earth Advantage
contractors.

3. Donations and grants from various governmental and non-profit agencies. This
revenue source has not been exploited because the trademark is owned by a utility
rather than a non-profit organization. It is anticipated that this will change when
Earth Advantage is owned by a non-profit entity.
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3.

NATIONAL ECONOMIC AND INDUSTRY CONDITIONS

3.1 GENERAL ECONOMIC CONDITIONSAND OUTLOOK

Uniform Standards of Professional Appraisal Practice requires a business appraiser to
consider the economic outlook in general and the condition and outlook of the specific
industry in particular. This Section addresses the economy as it relates to the subject
business. Section 3.2 addresses the specific industry.

The economy more or less affects every business. If the demand for the product/service
is elastic, the business will be impacted to a greater extent by economic changes than
those businesses whose products are considered a necessity. The capacity of consumers
to delay or cancel purchases determines the extent to which economic factors will
influence each business enterprise.

The subject Company uses the Earth Advantage program to certify qualifying
construction that meets specific standards. When the economy slows, the construction
can be delayed or cancelled. This indicates Company program is elastic and is impacted
to a greater extent by economic changes.

The following are discussions on the economy, at or near the time the date of valuation.

3.1.1 U.S. Economy

Advance fourth quarter data for 2004 from the U.S. Department of Commerce indicates
that real (inflation adjusted) gross domestic product (GDP) - the output of goods and
services produced by labor and property located in the U.S. - grew by an annualized rate
of 3.1 percent. It should be noted that advance estimates are based on preliminary and
incomplete data that is subject to further revision (upward or downward). Real GDP
grew by 4.4 percent for the entire year (an advance figure) compared to 3.0 percent in
2003 and 1.9 percent in 2002. Major contributors to GDP growth throughout the year
include personal consumption expenditures, equipment and software, exports, residential
fixed investment, and federal government spending.!

Forecasters with the National Association for Business Economics (NABE) believe that
economic expansion is back on track after a soft patch during the second quarter,
according to their November survey. The group raised its forecast slightly for overall
GDP growth in 2004 from 4.3 percent predicted in September to 4.4 percent in
November. Their increased optimism was prompted by foreseeable growth in consumer
spending, higher levels of business fixed investment, growth of inventories, and elevated
residential investment. The outlook for 2005, on the other hand, was lowered once again
from growth projections of 3.8 percent in May and 3.7 percent in September to 3.6
percent in the November survey. Panelists downgraded their forecast based on the
increasing trade deficit. The recent surge in oil prices have affected the near-term
forecast for inflation, however, core inflation (which excludes volatile oil and food
prices) is expected to remain in check. Lower oil prices, reduced unemployment, and

'us. Department of Commerce, News: Gross Domestic Product: Fourth Quarter 2004 (Advance), January 28, 2005.
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continued economic expansion is anticipated for 2005. The consensus economic survey
of professional forecasters from the membership of NABE has been performed on a
quarterly basis since 1965.%

Economists with Wachovia Securities are in agreement with NABE forecasters with a
growth forecast of 4.4 percent for this year, but are slightly more pessimistic than NABE
regarding next year, projecting 3.2 percent growth in 2005. Wachovia analysts John
Silvia, chief economist, and Mark Vitner, senior economist, see slower consumer
spending, higher interest rates, and a deceleration in business spending on capital
equipment ahead as the economy moves into the mid-phase cycle. According to them, it
1s during this time of the economic cycle that productivity slows and labor compensation
rates rise (increasing the cost of labor). These factors feed into higher output prices and
subsequently into inflation indicators. Growth in 2005 will still reflect the fundamentals.
However, with no bubble in the equity market to fuel capital equipment purchases,
spending is likely to be more restrained, yet consistent with overall economic growth and
corporate cash flow.>*

3.1.2 Consumer Spending

Personal consumption expenditures (PCE) make up two-thirds of the gross domestic
product, so it is an important economic indicator. After hitting a soft patch in the second
quarter, consumer spending improved in the third quarter with 5.1 percent growth
followed by an increase of 4.6 percent in the fourth quarter. Consumption grew by an
average of 3.8 percent in 2004 compared to 3.3 percent in 2003 and 3.1 percent in 2002.°
While economists such as Ethan Harris, chief U.S. economist with Lehman Brothers,
voiced concern at the beginning of the year that household spending might be more
focused on reducing historically high debt levels instead new purchases,® consumers
continued to defy that scenario with persistent spending on big ticket items (especially
cars and trucks), driving the savings rate to a depression-era low of 0.4 percent in the
third quarter.’

Housing starts rose to 1.95 million in 2004, an increase of 5.7 percent from the previous
year and the highest level since 1978. David Seiders, chief economist for the National
Association of Homebuilders projects a decline of approximately 3.6 percent in 2005, to
1.88 million. The rate on 30-year fixed-rate mortgages is expected to rise from its current
level of 5.75 percent to 6.75 by the end of 2005. While higher rates will make monthly
payments steeper, industry economists suggest that wage and job growth next year will
offset the cost of borrowing. With rising interest rates and an increase in the supply of
homes, some analysts anticipate a cooling trend. Nevertheless, expectations for such a
trend were expressed last year and proven wrong.® Lawrence Yun, a senior economist

2 NABE Outlook, November 22, 2004.

3 Monthly Econoniic Outlook, Wachovia Securities, October 15,.2004.

4 Monthly Economic Outlook, Wachovia Securities, December 20, 2004.

Sus. Department of Commerce, News: Gross Domestic Product: Fourth Quarter 2004 (Advance), January 28, 2005.
§ “Jobless Recovery? Not in 2004, Economists Say,” Wall Street Journal, January 2, 2004.

! “Economy Grows at 3.7% Rate in 3Q,” Washington Post, October 29, 2004,

¥ “Home Construction Continues at Robust Pace,” Wall Street Journal, January 20, 2005.
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with the National Association of Realtors, believes that home-buying activity will drop
somewhat when mortgage rates approach the 7 percent mark.’

Lynn Franco, director of The Conference Board’s Consumer Research Center, reports
that consumers are ending the year on an upbeat note and expect the economy to continue
expansion through the first half of 2005.!° Consumer confidence and consumer sentiment
indexes halllve moved up and down from month to month; however, consumers have kept
spending.

3.1.3 Labor Market

Since the first quarter of 2001, both consumers and economists have been concerned
about the number of layoffs announced by Fortune 500 companies in an attempt to stop
declining profits.'> The unemployment rate was at 5.4 percent in December 2004,
relatively unchanged since the beginning of the year and down from a peak of 6.3 percent
in June 2003. The active housing market continued to support job gains in construction
and related financial activities throughout the year. For the first time since 1997, the
manufacturing sector experienced an overall gain. Approximately 76,000 factory jobs
were added in 2004, although most of the growth occurred earlier in the year. There were
2.2 million new jobs created in 2004."

When asked why employment has not increased more during the current economic
expansion, NABE panelists answered with the same set of factors specified a year ago;
namely, productivity gains, increased technology, inadequate demand, and cautious
CEOs. The group is projecting employment growth of 1.7 percent in 2005, which would
translate into 2.2 million new payroll positions next year.'*"”

3.1.4 Inflation

The consumer price index (CPI), which is a measure of the average change in prices of
goods and services over time, increased by a seasonally adjusted annual rate (SAAR) of
3.0 percent in the fourth quarter. CPI averaged 3.3 percent for 2004 compared to
increases of just 1.9 percent in 2003 and 2.4 percent in 2002. The unpredictable energy
index rose by an average of 16.6 percent in 2004, the largest annual increase since an
18.1 percent rise in 1990.%

Core inflation, the measure of CPI exclusive of the more volatile food and energy items,
was more subdued with an annualized rise of 2.0 percent in the fourth quarter and more
aligned with inflation rates for 2000, 2001, and 2002. Core inflation has ranged between
roughly 2 percent and 2.7 percent from 1997 to 2002."7 According to economists with

® “Home Sales Still Sizzle...,” The Washington Post, July 28, 2004.

1The Conference Board, Press release, December 28, 2004. Available: www.conference-board.org.
1 «UJS Consumer Confidence Slips in Sept...,” Boston Globe, October 1, 2003.

12 «UJS Economy Grows Faster Than Expected...,” Boston Globe, April 28, 2001.

13 Bureau of Labor Statistics, Statement of Kathleen Utgoff, Commissioner, January 7, 2005.

'* NABE Outlook, October 4, 2004.

15 NABE Outlook, November 22, 2004.

' U.S. Department of Labor, News: Consumer Price Index: December 2004, January 19, 2005.

7 U.S. Department of Labor, News: Consumer Price Index: December 2004, January 19, 2005.
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Wachovia Securities, core inflation and employment are two of the Federal Reserve’s
main “guideposts.” The expectation is for inflation to rise, but only moderately, with no
inflationary spikes of the 1970s anticipated.'®

The economic panelists who participate in the biannual Livingston Survey expect the
consumer price index to hold relatively steady, averaging 2.5 percent a year over the next
ten years, a projection that has remained unchanged since December 2001 1

3.1.5 Interest Rates
After lowering rates 13 times between January 2001 and June 2003, the Federal Reserve finally
raised its target for the federal funds rate (the overnight rate banks charge each other) by a quarter
point in each of their June, August, September, November, and December meetings, bringing the
rate to 2.25 percent. The gradual movement was anticipated and monetary policy remains
“accommodative.” The Fed considers underlying inflation to be relative low despite the recent
energy price spikes and plans to remove the policy of accommodation at a “measured” pace.20

Lower interest rates encourage borrowing, and result in additional consumer spending and
investment, higher imports, overall elevated economic activity, and possibly faster inflation.
Higher interest rates, of course, achieve just the opposite.21

3.1.6 Financial Markets

The end of the three-year bear market was called during the second quarter of 2003.* By
the end of that year, low interest rates, tax cuts, and a return to healthy profit growth
combined to boost the stock market into its first up-year since 1999. Technology stocks
lead the rebound as investors gambled on an economic recovery that would renew
spending by companies and individuals on next generation computer hardware and
software. The close of 2004 brought another year of gains for the stock market and
analysts expect that 2005 will make it three years in a row. Although that is the
consensus, it is by no means a sure thing. Any sudden uptick in inflation and interest
rates, or faltering corporate profits could send stocks into retreat. After rising by 25
percent in 2003, the Dow Jones Industrial Average gained 3.15 percent in 2004. The
Standard & Poor’s 500 stock index and the NASDAQ finished the year with gains of 8.99
percent and 8.59 percent, respectively. The main reason for optimism regarding solid,
but not spectacular, performance in 2005 is that interest rates have remained low despite
the five increases in the target rate by the Fed since June. While some analysts are
preparing clients for a sharp pullback in the latter half of 2005, others suggest that
corporate profits will outpace expectations in 2005 as they did in 2004, thereby providing
incentive for continued stock gains.”*

18 Monthly Economic Outlook, Wachovia Securities, April 8, 2004.

1% Livingston Survey: December 2004, December 21, 2004.

2 Federal Reserve Board, Press releases. Available: www. federalreserve.gov.

2! The Economist Guide to Economic Indicators, Wiley & Sons, Inc. Pg. 171.

2 «“Bankers Signal an End to the Bear Market...,” Financial Times, June 29, 2003.

2 “Market Caps Off Sustained Rebound...,” The Washington Post, January 1, 2004.

2 «Year-End Review of Markets & Finance 2004; Bull Pedals Hard in Uphill Climb,” Wall Street Journal,
January 3, 2005.
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After being quelled in 2000, a victim of recession, corporate scandals, and a sluggish
stock market, merger and acquisition activity picked up significant steam in the fourth
quarter of 2004. The comeback has been fueled by an expanding economy, strong
corporate profits, higher stock prices, and readily available cash for deals. Other factors
include stricter governance standards that have forced some poorly performing CEOs and
boards to entertain unwanted takeover bids, as well as a repeat of the trend of the 1990s
when deals spawned more deals resulting in the consolidation of entire industries. The
steel, telecommunications, pharmaceutical, banking, and software industries are
particularly active at present. Although subdued when compared to an average annual
deal volume of $1.6 trillion between 1998 and 2000, volume in 2004 rose by 49 percent
over 2003 to reach $809 billion. Lehman Brothers and Bank of America executives
expect a further increase of 15 to 20 percent in 2005.”

By contrast, when the stock market is volatile, it becomes difficult for businesses to agree
on a value for their companies. A “roller-coaster” market will often induce companies to
focus on their own businesses rather than participate in mergers and acquisitions.*®

3.1.7 Industry

When surveyed about fourth quarter business conditions within their industries during the
second week of December 2004, 104 of the more than 2,500 NABE members reported
slightly higher demand for goods and services, robust employment (however, hiring over
the next six months is expected to soften), strong capital spending, and slightly lower
material costs. About one-third (35 percent) of respondents experienced rising profit
margins, down slightly from a recent peak of 37 percent in the July survey, the largest
percentage reported since the fourth quarter of 1987. Survey panelists also anticipate a
modest rise in prices received in the first quarter of next year. More than three quarters
of the panelists (80 percent) predict the economy will grow by 2 to 4 percent in the first
half of 2005, reflecting expectations for “trend” growth (3.0 to 3.5 percent).”’

3.1.8 Forecast

Economists caution that a recovery stimulated by deficit spending, rising consumer debt,
and record-breaking mortgage growth may not hold up.28 Continued economic expansion
may also be put at risk through the possible tightening of monetary policy (still classified
as “accommodative”) by the Federal Reserve to head off inflation, which would raise
interest rates and hurt consumers already burdened by high debt loads.” Businesses
would, in turn, become reluctant to spend and hire.*

25 «“Shake, Rattle, and Merger,” Business Week, January 10, 2005.

% «Y ear-End Review of Markets & Finance 2001:Volatile US Markets,” Wall Street Journal, January 2,
2002,

" NABE Industry Survey, January 24, 2005.

28 «“Growth Solid in Quarter...,” Boston Globe, April 30, 2004.

2 «“New Year Heralds Good Fiscal Tidings...,” Christian Science Monitor, December 31, 2003.

30 «Ahead of the Tape,” Wall Street Journal, December 30, 2003.
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Economists with the National Association for Business Economics, as well as those who
participate in the biannual Livingston Survey have revised their growth projections
downward for 2005. Both slightly lowered their projected increase in after-tax corporate
profits next year to 12.9 percent and 12.3 percent, respectively. While overall inflation
may rise in 2005, core inflation is expected to decline slightly and remain in check.
Short-term and long-term interest rates are also expected to rise through 2006. The
unemployment rate is expected to decline gradually over the next two years (through
2006). Both forecasting groups antici}gate stock price increases next year with estimated
gains of between 10 and 20 percent.*'*

Analysts with Wachovia Securities share the same expectations for tempered growth as
the economy enters the mid-phase of the business cycle. It is typical at this point in the
business cycle for labor compensation rates to rise, increasing the overall cost of labor,
resulting in higher output prices, and moderately increased inflation. The Federal
Reserve is expected to continue to raise the federal funds rate as it moves from an
accommodative monetary policy toward a neutral one.*?

Future policy-related issues that would affect growth forecasts going forward include
making the 2001 — 2003 tax cuts permanent; privatizing part of Social Security; and
pressuring China on trade and currency issues.

The two tables below include a range of short-term and long-term growth rates and a
detailed outlook for the U.S. economy from various forecasting groups.

Table 3-1
Earth Advantage

Real Domestic Product Forecasts

Annual Averages (Median Forecast Reported)

2004 2005 10-Year
National Association for Business Economics (NABE) 4.4 3.6
Livingston Survey (biannually, Philadelphia Fed) 44 3.6 32
Wachovia Securities (formerly First Union) 4.4 32

Sources: National Association for Business Economics: panel of 32 professional forecasters (November 22, 2004). Livingston
Survey: panel of 23 forecasters surveyed by the Philadelphia Federal Reserve (December 21, 2004). Wachovia Securities: John
Silvia — chief economist, Mark Vitner - senior economist (December 20, 2004).

3! NABE Outlook, November 22, 2004.

32 Livingston Survey: December, December 21, 2004,

33 Monthly Economic Outlook, Wachovia Securities, October 15, 2004.
3% NABE Outlook, November 22, 2004.
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Table 3-2
Earth Advantage
Detailed U.S. Outlook

2004 2005
Annual Averages (Median Forecast Reported) 2003 Actual  Forecast Forecast
(Median Forecast Reported)
Real GDP % 3 44 3.6
Personal consumption % 3.3 3.6 33
Business fixed investment % 33 10.2 9.1
Residential investment % 8.8 9.7 03
Change in business inventories (billions $) 0.8 50 45
Corporate profits (after tax) % 114 12.9 11
Unemployment (civilian) % 6 5.5 5.2
Industrial production % 0.3 4.5 4.5
Capacity utilization rate, mfg. 72.8 76 78.1
Housing starts (millions) 1.9 1.9 1.8
Consumer price index (CPI) % 23 27 2.4
Treasury bonds (10 year)% 4.02 4.3 4.8

Source: NABE Outlook , November 22, 2004.

3.1.9 International Economy

In the latest report on the World Economic Outlook, the International Monetary Fund
(IMF) lowered its global growth forecast to 4.3 percent for 2005, largely due to the
effects of higher oil prices. The global recovery that took hold during the spring has
matured over the summer and become more widespread. According to IMF forecasters,
it has been the fastest growth in nearly 30 years. Although Japan has experienced some
recent softness, their economy is still growing. However, it is not enough for them to
simply emerge from a decade long period of stagnation, they must recover some of their
past vitality and address issues brought about by a rapidly aging population. China is
picking up momentum again, however, forecasters believe that it is in the country’s best
interest for the economy to land at some time. India will need to focus on improving
infrastructure while bringing overextended government budgets back into balance. Latin
America is benefiting from Brazil’s reforms and domestic demand in the region is rising
on the strength of improving confidence. To maintain growth, reforms will need to
continue in order to prevent adverse debt dynamics from derailing the economy. Below
are projected growth rates for selected countries and regions for 2005.
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Euro 2.2%

Japan 2.3%

China 7.5%

India 6.7%

Middle East 4.8%

Commonwealth of Independent States (CIS) 6.6%

Risks going forward include higher oil prices and inflation. Monetary authorities must be
guarded. While the risk of runaway inflation in the U.S. is low, central banks in regions
such as Latin America, with their recent history of high inflation, will have less flexibility
to deal with inflation. If forced to raise interest rates quickly, overextended housing
markets in some developed countries could be affected, while some emerging markets
with significant public and external debt levels could face difficulties. The IMF suggests
that, while the downside risks have increased, global growth is still above trend.
Countries and regions should use this time to revise policies put in place to ensure
recovery and make domestic reform more of a priority, thereby helping to reduce global
imbalances.”

3.2 INDUSTRY CONDITIONS AND OUTLOOK

Uniform Standards of Professional Appraisal Practice requires a business appraiser to
consider the economic outlook in general and the condition and outlook of the specific
industry in particular. This Section addresses the specific industry. Section 3.1 (above)
addresses the economy.

The General Construction Industry. The overall industry key to this appraisal is
the construction industry in general. This broad industry is one of the most significant
industries in the United States. It includes:

Architectural and Engineering Services
Commercial and Heavy Construction
Manufactured Buildings

Residential Construction

Specialty Contracting

The construction industry is a significant aspect of the U.S. economy. Various
components are frequently noted as indicators of economic trends, e.g., housing starts.
The industry as a whole is a major provider of jobs and resources in the U.s.’®

The specific industry key to this appraisal is a subset of the overall construction industry.
Specifically, the industry segment is the so called "Green Building" industry. As a subset
of the vast construction industry, it permeates or is part of virtually all aspects of the total
industry. Accordingly, its future and prospects are in part the same as the overall

35 World Economic Outlook, International Monetary Fund. Transcript of press conference, September 29,
2004.
3¢ www.Hoovers.com
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construction industry. However, due to the unique nature of the industry segment, its
future and prospects are important and significant in their own right. Accordingly, this
analysis will focus on this unique industry segment.

The Green Building Industry. Green building is defined in many ways, but
generally means the resource-efficient design, construction, and operation of homes and
buildings. It represents an approach to both building and marketing homes and buildings
that highlights environmental and energy efficiency both in an outside of the home or
building. Most of the literature in this area focuses on residential construction. However,
as discussed later, it is clear that green building is making an impact in almost all aspects
of construction.”’

The trend of the industry expansion is exponential. According to Toolbase, in 1991 there
was one local program in the U.S. giving market recognition to green builders. In 2002,
there were twenty nationwide programs. In 1990 through 2001, there were only 18,887
green built homes constructed. In 2002 alone, there were 13,224 green home built.® A
recent count shows that the number of green built programs nationally is now over 40
versus 20 in 2002..

As noted, the trend of green building is strong. As discussed in the State of Green
Building by Jennifer Roberts®, a significant survey was initiated in 2000 that served as a
benchmark for the industry. In 2001, an update of the benchmark showed significant
growth and support for green building. For example, consumers were willing to pay
significantly more for up front energy and environmental upgrades than just a year
before. Nine of ten consumers cited energy efficiency as extremely or very important. In
addition, consumer were willing to wait longer to recoup the extra investment for energy
savings. On the builder side, in just one year, builder's participation rose significantly.

The National Association of Home Builders (NAHB) is the industry association for home
builders. Founded in 1942, it is a federation of more that 800 state and local associations
of home builders and is a significant lobbying and political force for home builders.
About one third of NAHB 220,000 members are homebuilders. The other members are
those in related industries like mortgage finance, etc. See NAHB.com

Since the NAHB is such a strong force in the building industry, their position on green
building is significant. According to an article in BuildingGreen.com, February, 2005,
the NAHB rolled out green building guidelines at the International Builder's Show in
Orlando, Florida in January, 2005. According to the article, the NAHB green building
guidelines are nothing short of remarkable given NAHB's past aversion to even voluntary
programs.40 This trend by such a powerful industry association is also shown by NAHB's
own Green Building Conference in March 2005 in Atlanta.* The change in trend is

7 www. Toolbase.org/Green Building/May 2003
38 7
Ibid.
3 www. housin gzone.com/gree
“ www.buildinggreen.com
41 www.nahb.com/news
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further shown by NAHB promotional materials that state "Green building, one of the
most significant developments in home building in the past three decades, is nothing less
than a quiet revolution in the way that new homes and communities are planned and
constructed."**Finally, an NAHB press release in March of 2004, states that the NAHB
unveiled key players in Model Green Home Building Guidelines. Clearly, the major
homebuilding association has joined the green building trend with significant support and
influence.

Further evidence of the expanding green building industry is illustrated by a recent article
in Environmental Design & Construction by Kristin Raff Douglas titled "Green Building
Goes Mainstream." The article notes that at a recent green building conference, the
overwhelming sense was that the green building industry is moving rapidly forward as
demonstrated by the sheer number of projects of all kinds (office buildings, stores, hotels,
libraries, post offices, embassies, zoos, and residential construction) and the diverse
industry sectors embracing green building (federal, municipal, sate, and commercial
entities).* The mainstream concept was also prominently noted in a recent article in
ToolBase, the technical information source for the NAHB.* Further evidence of
consumer support is shown in a recent article also published in ToolBase.*

Even though the NAHB is clearly supporting green building that fits with the standards it
supports, the NAHB came out recently attacking standards and requirements of the
International Energy Conservation Code saying that the requirements were too expensive
for the nominal energy savings. See www.nahb.org/news/2/24/05. Thus even though
many are supporting green building, any standard set of rules and requirements is likely
far in the future.

The central discussion thus far has focused primarily on residential housing. It is
significant to note that green building is not limited to that construction sector.

Green Commercial Building. A December 2004 article in the Economist, titled "The
Rise of the Green Building" indicates the trend The article notes that due to design and
technology, a new building in London is expected to use up to 50% less energy. The
article also notes that commercial buildings are typically high energy users and that
building green can mean significant savings. Building green is not only promoting
savings, but is also showing it reduces environmental impact and provides better places
for people to work.*® A recent article in Buildings notes that the number of LEED
registered buildings will grow more than five-fold over the next five years. (LEED -
Leadership in Energy and Environmental Desi gn)*"Broad based support is also shown by
the announcement of the "first ever national conference on green building for engineers”
co-hosted by the Cleveland Building Coalition in May, 2005.* The ever expanding web

2 www.toolbase.org/articles

* www.edemag.com/cda

* www.toolbase.org/green Green Building Trends: Mainstream Builders See Value of Green Building.
5 www.toolbase.org/Volume 122, 2/7/05

“6 www.economist.com

*7 www.building.com/articles

“8 www.hpac.com
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of influence is also shown by a recent article in Forbes. The article notes that Low-
Income Housing builder's are also using green building. More that 100,000 affordable
housing units are built each year using federal tax credits as support. The U.S.
Environmental Protection Agency has been pushing green building practices as part of
the federally supported programs.*

In addition to other various organizations taking notice of green building, the National
Association of Realtors is also now active in green building. As realtors become more
involved understanding and promoting green building, they may also further fuel the
mainstream expansion of the green building industry, particularly the residential
component.

3.2.1 Implications for the Earth Advantage

Green Building Industry growth is partially a function of growth and change in the
general construction industry that it supports and of which it is a part. Given strong
indications for growth in general and change due to market forces, the forecast for the
green building industry is positive. In addition, the growth trend and forecast for the
industry itself, apart from the general industry, is very positive. With greater emphasis
on green building to attract and keep customers, more builders will embrace green
building programs, thus business prospects are positive for the subject entity.

4 www.forbes.com/business/2004
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March 18, 2005

Via E-Filing and US Mail

Public Utility Commission of Oregon
550 Capitol St., NE, No. 215

P.O. Box 2148

Salem, OR 97308-2148

Attention: Commission Filing Center:
Re:  UP-220 - PGE Exhibit | to Application, Tracking No. 159

On February 25, 2005, PGE submitted an application to contribute certain property to Earth
Advantage, Inc., anon-affiliated, independent, non-profit company. In Section 1(h) of the
application, we noted that the Earth Advantage Asset Appraisal would be submitted as part of
Exhibit I after it was completed on February 28, 2005. Enclosed is acopy of the “Fair Market

Vaue Appraisal of the Fair Market Vaue of the Earth Advantage Trademark and Related Tangible
and Intangible Assets’ as prepared by McCoy and Company CPAS, P.C. This document should be
included as part of Exhibit | to PGE’s application in Docket UP-220.

If you have any questions or if | can provide further information to assist you in your review, please
cal me a (503) 464-7580 or Alex Tooman at (503) 464-7623. Please direct all formal
correspondence and requests to the following e-mail address pge.opuc.filings@pgn.com.

Sincerely,
/sl Patrick G. Hager

Patrick G. Hager
Manager, Regulatory Affairs

Encls.

cc: Barbara Halle
Steve McCarrel
Dorothy Sosnowski
g:\ratecase\opuc\dockets\up-220\e-file cvr Itr_2-17-05.doc



