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LI Main themes for discussion

» Socially Responsible Investing (SRI) is gaining both momentum and
a new acronym. “ESG” incorporates Environmental, Social, and
Governance issues

e For investors, it's not just about the environment, but also concern
about fiduciary responsibilities

* Environmentally sensitive investing is cognizant of both risks and
opportunities

* There can be dramatic impact from ongoing technological change
and structural adjustments in the economy
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Ul Socially responsible investing strategies
$2.29 trillion in total assets for 2005
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sl Assets controlled by INCR participants
$4.0 trillion in total assets for 2006
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+'wd  Examples of Exchange Traded Funds

Ticker Name Description
KLD iIShares KLD Select Social Index Uses an optimization technique to overweight and
Fund underweight companies based on social and

environmental performance.

PBW PowerShares WilderHill Clean Comprised of companies that promote renewable and
Energy Portfolio alternative energy.
CALVIN Calvert Social Index Broad-based, benchmark for measuring the
performance of large US-based socially responsible
companies.

KLD BMSI KLD Broad Market Social Index Socially screened companies within the Russell 3000.
These companies are also included in KLD Broad
Market Social Index.

DJSI STOXX Dow Jones STOXX Sustainability Consists of a pan-European and a Eurozone index,
Indexes the DJSI STOXX and the DJSI EURO STOXX.

Source: SRI World Group, Inc.
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Wi Fiduciary responsibilities come first

* Pension fund managers must focus on providing strong returns for
plan participants

» Until recently, there was scant evidence that environmentally
sensitive investing generated favorable returns

* The “Eco-Efficiency Premium” may be increasing as more investors
focus on these characteristics, and they are more appropriately
priced in the financial markets (Derwall, et al, 2005)
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1l Climate change and investing
New opportunities will likely continue to develop

Investment vehicle Commentary

Mutual Funds According to the Social Investment Forum, there were 200 SRI dedicated mutual
funds as of 2003. We anticipate that additional professional managers, although
not necessarily adopting a pure SRI mandate, will increasingly incorporate
environmental issues into their fundamental analysis.

ETFs Several socially conscious and/or environmentally oriented funds have been
developed in the past year.

Company-specific Companies that are better positioned for a carbon-constrained world could have a
relative advantage relative advantage vis-a-vis other companies in the same industry (i.e., potential
factor in pair trade ideas).

Insurance Demand for protection from weather-related property damage, health-related risks
due to pollution, and D&O liability for inadequately addressing climate change
threats will likely all increase.

Reinsurance The ability to transfer and share the risk of loss from weather-related incidents will
likely gain in importance

Carbon-emissions In a cap and trade environment, carbon has a value placed on it by the emissions
trading trading market. Investors with views on the price of carbon have a direct way of
approaching this theme.

Source: Goldman Sachs Portfolio Strategy.
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+#dl  Companies consider risks and
opportunities

e Earlier focus was on participants in at-risk industries; the “usual
suspects”

* More sophisticated approach considers environmental sensitivity in
all industries and activities, including those that are affected

* Opportunities to “make green by being green”
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4l Climate change risks and opportunities
The list will likely grow

Topic Risk Opportunity Commentary

Reputation X X Companies viewed as environmentally “friendly", even within troubled
industries, likely to see their reputation enhanced as opposed to those
companies that are viewed as being environmentally "unfriendly."

Regulation X Uncertainty surrounding potential future regulation at the Federal and/or
State level introduces uncertainty for companies that are heavy emitters of
GHG.

Litigation X As with Asbestos, the potential for liabilities to be realized at a future date is a

real issue, especially for potential acquirers.

Competitive Position X X Companies that are better able to adapt to a "greener" world will have a
competitive advantage over those companies that can not, or will not, adapt.

New product X Business opportunity for any company that can develop new "green"
development products or technology to reduce the emission of GHG by existing products
or processes.

Impact on business X The unpredictable element in planning, but shifts in weather patterns due to
operations climate change could impact any business, i.e., insurance, travel, tourism,
construction, etc.

Source: Goldman Sachs Portfolio Strategy.
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Company-specific environmental actions
Striving to meet targets

Policy Initiatives

Company Sector

Targets

Achieved

Gap Inc. Consumer Discretionary

General Motors Corp. Consumer Discretionary

BP PLC Energy
Johnson & Johnson Health Care
Caterpillar Inc. Industrials
United Parcel Service Inc. Industrials

Source: The Climate Group.
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Reduce GHG emissions by 11% per square foot
from 2003 to 2008.

Reduce global CO, emission by 8% from 2000-2005.

Reduce GHG emissions by 10% to 1990 levels by
2010. Have flat net emissions from 2002 to 2012.
Invest $350 million in energy efficiency programs
over 5 years starting from 2004.

Reduce absolute worldwide C0O, emissions by 7% by
2010 to 1990 baseline. Reduce CO, emissions per

km driven from worldwide vehicle fleet by 30% by
2010 to 2003 baseline.

Reduce GHG intensity (CO,e per million $ of sales
and revenue) by 20% between 2002 and 2010.

Decrease gallons of fuel consumed per package to
0.1008 by 2007.

Increased energy efficiency of stores in the US by
27% per square foot between 2001 and 2004.

Reduced CO, emissions by 7.1% between 2000 and
20083.

Met GHG reduction target in 2001, nine years ahead
of schedule. Reduced GHG by 4 million tonnes
through energy and flare reduction projects between
2001 and 2004. Reduced absolute emissions by
14% between 1998 and 2004.

Reduced absolute CO, emissions by 3% between
1990 and 2004. Worldwide used 18% of energy
from renewable sources.

Reduced direct GHG by 35% between 1990 and
2005 in the U.S.

Reduced CO, emissions by 13% per 1,000
packages between 2002 and 2004.
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Company-specific environmental actions
Striving to meet targets

Policy Initiatives

Company

Sector

Targets

Achieved

International Business
Machines Corp.

Motorola Inc.

Dow Chemical

Du Pont (E.L)

American Electric Power

PG&E Corp.

Information Technology

Information Technology

Materials

Materials

Utilities

Utilities

Source: The Climate Group.
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Reduce absolute 10% PFC emissions from
semiconductor manufacturing processes between
2000 and 2005. Reduce CO, emissions from
electricity and fuel use by 4% each year between
2000 and 2005.

Reduce energy use by 25% to a 2000 baseline by
2010.

Reduce energy use per pound of production by 20%
between 1994 and 2005.

Reduce GHG emission by 65% on 1990 levels by
2010. Source 10% of global energy from
renewables by 2010. Hold total energy use flat using
1990 baseline.

Reduce GHG emission to 3% below baseline levels
(average of 1998 - 2001) by 2005, and by 4% in
2006.

Increase power supply from renewable sources to
20% by 2015.

Reduced PFC emissions by 57.6% compared to
2000 baseline. Reduced worldwide CO, emissions
by 37.8% from energy conservation between 1990
and 2004.

Reduced absolute energy use by 78% between
2000 and 2004.

Reduced total direct CO, emissions by 28%.
Reduced energy intensity by 21% between 1994 and
2005.

Reduced GHG emissions by 72% between 1990 and
2003. Used 4% of energy from renewables sources
in 2005. Reduced global energy consumption 7%
below 1990 levels.

Reduced CO.e emissions by 13% between 2000
and 2004.

Prevented the release of 25 million tonnes of CO,
over the past 3 decades. Reduced SF6 emissions
by 56% between 1998 and 2004.



4l Technological change and structural
adjustments in economies

* There can be notable effects from these wide-ranging factors which
may not be driven by policy

* Example: there has been a dramatic shift in energy supplies during
the last 150 years and a revived focus on new potential sources

* Economic shifts, including outsourcing of energy-intensive activities
to developing economies, can affect energy intensity and
environmental impact
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++ Renewable and alternative energy
investments

Renewable and Alternative Energy Investments

Other, e.g.

Company Wind Solar Biofuels Hydrogen geothermal
BP v v v v X
o Chevron v v v v v
5 ENI v v v v v
'g ExxonMobil X X X v X
RD/Shell v v v v X
Total v v v v v
o Amerada Hess X X X v X
& ConocoPhillips v X X 4 X
-% Marathon X X X X X
& Murphy X X X X X
o Occidental X X X X X
= Unocal X X X X v

Source: Company data, Goldman Sachs Research (taken from Global Energy: Sustainable investing in the energy
sector, August 24, 2005).
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Energy-intensive activities are being outsourced
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accurately reflect my personal views about the subject company or companies and
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expressed in this report.
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WA Disclosures

Coverage group(s) of stocks by primary analyst(s)
There are no coverage groups associated with the analyst(s).
Company-specific regulatory disclosures

There are no company-specific regulatory disclosures.

Distribution of ratings/investment banking relationships

Goldman Sachs Investment Research global coverage universe

Rating Distribution Investment Banking Relationships
Buy Hold Sell Buy Hold Sell
Global 27% 59% 14% 57% 49% 45%

As of July 1, 2006, Goldman Sachs Global Investment Research had investment ratings on 2,129 equity securities. Prior to
June 24, 2006, Goldman Sachs utilized a relative rating system of Outperform, In-Line and Underperform, which, for the
purposes of the above disclosure required by NASD/NYSE rules, equated to Buy, Hold and Sell. As of June 24, 2006,
Goldman Sachs assigns stocks as Buys and Sells on various regional Investment Lists; stocks not so assigned are deemed
Neutral. Such assignments equate to Buy, Hold and Sell for the purposes of the above disclosure. See 'Ratings, Coverage
groups and views and related definitions' below.

Price target and rating history chart(s)

There are no price target and rating history chart(s).
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Regulatory disclosures

Disclosures required by United States laws and regulations

See company-specific regulatory disclosures above for any of the following disclosures required as to companies referred to in this report: manager or co-manager in a pending
transaction; 1% or other ownership; compensation for certain services; types of client relationships; managed/co-managed public offerings in prior periods; directorships; market
making and/or specialist role.

The following are additional required disclosures: Ownership and material conflicts of interest: Goldman Sachs policy prohibits its analysts, professionals reporting to analysts and
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Additional disclosures required under the laws and regulations of jurisdictions other than the United States

The following disclosures are those required by the jurisdiction indicated, except to the extent already made above pursuant to United States laws and regulations. Australia: This
research, and any access to it, is intended only for "wholesale clients" within the meaning of the Australian Corporations Act. Canada: Goldman Sachs Canada Inc. has approved of,
and agreed to take responsibility for, this research in Canada if and to the extent it relates to equity securities of Canadian issuers. Analysts may conduct site visits but are prohibited
from accepting payment or reimbursement by the company of travel expenses for such visits. Hong Kong: Further information on the securities of covered companies referred to in
this research may be obtained on request from Goldman Sachs (Asia) L.L.C. Japan: See company-specific disclosures as to any applicable disclosures required by Japanese stock
exchanges, the Japanese Securities Dealers Association or the Japanese Securities Finance Company. Korea: Further information on the subject company or companies referred to
in this research may be obtained from Goldman Sachs (Asia) L.L.C., Seoul Branch. Singapore: Further information on the covered companies referred to in this research may be
obtained from Goldman Sachs (Singapore) Pte. (Company Number: 198602165W). United Kingdom: Persons who would be categorized as private customers in the United Kingdom,
as such term is defined in the rules of the Financial Services Authority, should read this research in conjunction with prior Goldman Sachs research on the covered companies referred
to herein and should refer to the risk warnings that have been sent to them by Goldman Sachs International. A copy of these risks warnings, and a glossary of certain financial terms
used in this report, are available from Goldman Sachs International on request.

European Union: Disclosure information in relation to Article 4 (1) (d) and Article 6 (2) of the European Commission Directive 2003/126/EC is available at
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Ratings, coverage groups and views and related definitions

Buy (B), Neutral (N), Sell (S) — Analysts recommend stocks as Buys or Sells for inclusion on various regional Investment Lists. Being assigned a Buy or Sell on an Investment List is
determined by a stock’s return potential relative to its coverage group as described below. Any stock not assigned as a Buy or a Sell on an Investment List is deemed Neutral. Each
regional Investment Review Committee manages various regional Investment Lists to a global guideline of 25%-35% of stocks as Buy and 10%-15% of stocks as Sell; however, the
distribution of Buys and Sells in any particular coverage group may vary as determined by the regional Investment Review Committee. Regional Conviction Buy and Sell lists represent
investment recommendations focused on either the size of the potential return or the likelihood of the realization of the return.

Return potential represents the price differential between the current share price and the price target expected during the time horizon associated with the price target. Price targets
are required for all covered stocks. The return potential, price target and associated time horizon are stated in each report adding or reiterating an Investment List membership.

Coverage groups and views: A list of all stocks in each coverage group is available by primary analyst, stock and coverage group at http://www.gs.com/research/hedge.html. The
analyst assigns one of the following coverage views which represents the analyst’s investment outlook on the coverage group relative to the group’s historical fundamentals and/or
valuation. Attractive (A). The investment outlook over the following 12 months is favorable relative to the coverage group's historical fundamentals and/or valuation. Neutral (N). The
investment outlook over the following 12 months is neutral relative to the coverage group's historical fundamentals and/or valuation. Cautious (C). The investment outlook over the
following 12 months is unfavorable relative to the coverage group's historical fundamentals and/or valuation.

Not Rated (NR). The investment rating and target price, if any, have been removed pursuant to Goldman Sachs policy when Goldman Sachs is acting in an advisory capacity in a
merger or strategic transaction involving this company and in certain other circumstances. Rating Suspended (RS). Goldman Sachs Research has suspended the investment rating
and price target, if any, for this stock, because there is not a sufficient fundamental basis for determining an investment rating or target. The previous investment rating and price target,
if any, are no longer in effect for this stock and should not be relied upon. Coverage Suspended (CS). Goldman Sachs has suspended coverage of this company. Not Covered (NC).
Goldman Sachs does not cover this company. Not Available or Not Applicable (NA). The information is not available for display or is not applicable. Not Meaningful (NM). The
information is not meaningful and is therefore excluded.

Ratings, coverage views and related definitions prior to June 26, 2006

Our rating system requires that analysts rank order the stocks in their coverage groups and assign one of three investment ratings (see definitions below) within a ratings distribution
guideline of no more than 25% of the stocks should be rated Outperform and no fewer than 10% rated Underperform. The analyst assigns one of three coverage views (see definitions
below), which represents the analyst’s investment outlook on the coverage group relative to the group’s historical fundamentals and valuation. Each coverage group, listing all stocks
covered in that group, is available by primary analyst, stock and coverage group at http://www.gs.com/research/hedge.html.

Definitions

Outperform (OP). We expect this stock to outperform the median total return for the analyst's coverage universe over the next 12 months. In-Line (IL). We expect this stock to perform
in line with the median total return for the analyst's coverage universe over the next 12 months. Underperform (U). We expect this stock to underperform the median total return for the
analyst's coverage universe over the next 12 months

Coverage views: Attractive (A). The investment outlook over the following 12 months is favorable relative to the coverage group's historical fundamentals and/or valuation. Neutral
(N). The investment outlook over the following 12 months is neutral relative to the coverage group's historical fundamentals and/or valuation. Cautious (C). The investment outlook
over the following 12 months is unfavorable relative to the coverage group's historical fundamentals and/or valuation.

Current Investment List (CIL). We expect stocks on this list to provide an absolute total return of approximately 15%-20% over the next 12 months. We only assign this designation to
stocks rated Outperform. We require a 12-month price target for stocks with this designation. Each stock on the CIL will automatically come off the list after 90 days unless renewed
by the covering analyst and the relevant Regional Investment Review Committee.
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