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STAY AHEAD OF THE CURVE

Now is the Time to Assess the Impacts
of Climate Change on Your Business

Companies can no longer postpone consideration on the impact of climate change regulation
and the resulting carbon-constrained economy on their business until the day after climate
change legislation is enacted. Jeffrey Immelt, CEO of General Electric, recently described his
company's consideration of climate change regulation on its business plans as follows: "I run
my company assuming there is going to be a market for carbon some day, and a cap and trade
system some day. No publicly traded company should have a different philosophy. The day
you decide is already ten years too late for me." (Remarks before the National Governors
Association Annual Meeting, Washington, DC, February 23, 2008.)

In the absence of federal climate change legislation, how should a company evaluate the
impact of forthcoming climate change regulation on their business plans? Companies
can start by recognizing that in many parts of the country climate change regulation already
has been enacted at the state level, and that federal policy is likely to resemble this effort, only
on a national scale. In this regard, most northeastern states have joined the Regional

—

CONTACT

For more information regarding
the impacts of climate change
on your business, please
contact any of the attorneys at
McKenna Long & Aldridge LLP
with whom you regularly work.
You may also contact:

Peter Gray
202.496.7707
pgray@mckennalong.com

Fred Anderson
202.496.7370
fanderson@mckennalong.com

Geri Edens
202.496.7371

Greenhouse Gas Initiative ("RGGI"), which will take effect January 1, 2009. Under RGGI,
greenhouse gas emissions from fossil fuel burning power plants will be capped at 2009 levels
until 2015, and thereafter must reduce emissions 2.5% annually until 2018. Similar schemes
have been adopted in numerous other states. These measures will have a significant impact on
the cost of electricity; businesses that buy power from these utilities will face higher energy
costs which could price their products out of the market. Planning for such contingencies
must begin now.

gedens@mckennalong.com

Steve Gardner
202.496.7661
sgardner@mckennalong.com

Another sign of the changing perception of the pressures on the carbon economy is the recent adoption of the so-called "Carbon
Principles” by three of the world's largest financial institutions -- JP Morgan Chase, Citi, and Morgan Stanley. Under the
Carbon Principles, these financial institutions state that they will consider the cost of carbon emissions or mitigation of
the emissions on their investment decisions and investment advice. Thus, for example, before financing a coal-fired power
plant these banks would estimate the cost per ton of carbon of carbon dioxide emissions which the plant might have to pay to
emit under future legislation -- and consider that cost as part of the investment decision. This new approach will have profound
effects on carbon-intensive industries: for firms with plans to expand operations or open build new plants, the cost of borrowing
just went up.

While costs will undoubtedly increase, climate change legislation will also create opportunities for investment and new ways to
do business. These are but a few of the concrete climate change-related developments that firms can assess now.

With that in mind, every business should consider starting the evaluation process of where they are today and how they
may be able to grow in the new climate-change world. The Climate Change Team at McKenna Long & Aldridge LLP has
developed a systematic approach for performing this evaluation. We call it a climate change audit. Working with technical
consultants, MLA will quantify your carbon footprint, determine which aspects of your operations contribute disproportionately
to the footprint, and evaluate options for improving energy efficiency, as well as for securing low cost power through innovative
energy contracts or forward contracts for acquiring carbon emission credits or offsets. Based on those findings, MLA will
recommend a strategy for the company to plan for a carbon constrained economy.

About Us

McKenna Long & Aldridge LLP is an international law firm of lawyers and public policy advisors. The firm provides business solutions in the areas of
environmental regulation, international law, public policy and regulatory affairs, corporate law, government contracts, intellectual property and
technology, complex litigation, real estate, energy and finance. To learn more about the firm and its services, log on to www.mckennalong.com.

*This Climate Change Advisory is for informational purposes only and does not constitute specific legal advice or opinions. Such advice and opinions are provided
by the firm only upon engagement with respect to specific factual situations. This message is intended as a transactional message for clients of the Firm. If you are
not a client of the Firm, you have received it for informational purposes only and should not consider it an advertisement or solicitation.
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