CERTIFIED GREEN INVESTMENT i C GWATERBORNE PROGRAM
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CGlI Program Savings Principle T visit: http://www.energystar.gov/index.cfm?c=small_business.sb_autodealer

The CGI Shared Savings Standard:

GRC-Pirk provides funding for changing from solvent based paint to waterborne paint under a Certified Green Investment
fi C Gdhdred-savings program aimed at improving the environmental efficiency of automotive paint and body shops. CGI
shared savings assessment allow shops to self-fund i paid through the environmental savings i waterborne changeover
expenses that lower energy and operating costs; Spray booth, building and power systems savings; Waterborne
performance guarantees enable shops to purchase and use waterborne coatings at a lower labor cost; and services
guarantees allow customers to purchase a Certified Green environment for a predictable cost. GRC-Pirk utilizes industry
standard protocols and lease financing to predict and monitor environmental savings, and assumes all risk relating to
predicted savings.

The GRC-Pirk Company:

GRC-Pirk, or Environmental Service Company i E S C @ a business that partners with paint suppliers to develop, install
and finance waterborne changeover projects designed to improve the environmental efficiency and maintenance costs for
auto repair shops over a three to seven year period. E S C Ogeserally act as project developers for a wide range of tasks
and assume the technical and performance risk associated with the project. Typically they offer the following services:
Develop, design and finance environmental efficiency projects,

Install and maintain the environmental efficient equipment involved,

Measure, monitor and verify the project’s environmental savings and

Assume the risk that the project will save the amount of savings

The services are bundled into each project’s cost and are repaid through the dollar savings generated.

CGl for Auto Repair Shops

Whether an auto repair shop owns their building or are a tenant, they typically need lighting, heating, air conditioning,
power for spray equipment, and other services to stay in business. With free, unbiased information and technical support
from a Certified Green Investment they can more easily improve the company's financial performance by reducing the
cost of painting vehicles, disposing of wasteand ener gy costs, while protecting

What Shops Get
e Free, accurate, unbiased Safety & Pollution Prevention information SP2 Pollution Prevention Knowledge
Technical support through Email a Technical Question service and Technical Resources
SavingsTrack™ i Accounting Software and records management through ReComply.com
National and local ftertified greendrecognition
Public relations materials to promote your shop.
What Others Are Doing
e Small Business Network List
e Award Winners
What Shops Are Saying
e Vista Fordi Savings of $17,095.25
Penske Toyota - Annual Savings of 130,475 kWh
Marcos Auto Body i Savings of $15,850.36
Seidner's Collision Centers i_Savings of $32,560.80
Harbor Chevrolet i Savings of $11,890.78

Program Funding Options:

GRC-Pirk teams-up with a paint suppliers and their customers, and third party financing partners such as Bank of America
BofA Environmental Funding to design a CGl plan at no charge to the customer. Funding options available include tax-
exempt capital leases, tax-exempt operating leases, bonds, and certificates of participation. Customers may also pay
cash for their own project. GRC-Pirk offers clients three funding options: 1) a lease-purchase with GRC-Pirk as the lessor;
2) a lease-purchase using a third party lessor; or 3) customer-obtained financing. GRC-Pirk warrants a Registered
Environmental Assessment and covers the initial capital outlay for the shop improvements, and is then reimbursed by
receiving a predetermined percentage of the monthly savings. Product performance risk is limited to the extent possible.
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Use of Shared Savings:

GRC-Pirk uses shared savings leasing arrangements as the method for financing CGI projects. GRC-Pirkd shared
savings plan requires customers to make a monthly payment based on a fixed percentage of the environmental savings
measures implemented. GRC-Pirk guarantees that the monthly savings from the environmental and operational efficiency
measures will cover the costs of the lease payments. Any savings shortfalls below the guaranteed level will be covered by
GRC-Pirk. GRC-Pirk uses value engineering and oversight from licensed energy service subcontractors to ensure that the
savings projected through CGI design and implementation are met. Although customers are certainly free to seek out
alternative funding and other environmental professionals, the impetus and motivation for such risks is greatly reduced
through GRC-Pirk& management role in the project.

Applying the EPA principle of CGl

It happens quite frequently that savings measures i many of them identified in an environmental assessment - are not
realized even though they are profitable. The most common barriers to the realization are difficulties in financing and in
the availability of professional environmental assessments. Investments in environmental efficiency have to be
competitive against other investment needs of the body shop. Planning and implementing an investment is always an
issue outside the daily routines of the body shop and needs extra attention and resources.

One way to overcome these barriers is to apply the E P A frisiciple of energy savings. The GRC-Pirk CGI principle aims
at improving energy efficiency and includes all steps from the phase of identifying waterborne changeover measures till
monitoring the performance of all the investments. It is typical for GRC-Pirk to arrange financing so that the body shop
does not need to tie up its own capital. The payment takes place in the form of transferring part of the cost savings
following the paint supplierd waterborne changeover to GRC-Pirk. An essential element in all the variants of the CGI
contract is the payment by the body shop to GRC-Pirk on the basis of the environmental cost savings based on prior
operational cost history.

The EPA shared savings principle has been applied in energy performance contracting for over 20 years and has become
known and adopted as a way of doing energy services business in the United States and most European countries.

The contractual procedures as well as the ways of arranging financing have been developed so that risks in these
respects can be kept low. Still the individual characteristics of each project have to be carefully analyzed.

The background conditions and initial environmental assessment are crucial for setting up a successful CGI contract.

The typical CGI shared savings project includes the following elements:
e 3-party (GRC-Pirk, Paint Supplier, and Shop) confidential letter of intent
Paint supplier design and installation cost for waterborne changeover,
Investment grade Registered Environmental Assessment,
Operational costs accounting (3-years utility bills and paint supplier invoices),
Identification of possible environmental saving and efficiency improving actions,
Establish shared savings baseline and payment process contract,
Comprehensive engineering and project design and specifications,
Shared Savings Agreement for the results by proper contract clauses (performance contract),
Code compliance verification and guarantee,
Procurement and installation of equipment,
Project management and commissioning,
Facility equipment operation & maintenance for the contract period,
Purchase of paint products and energy (heat, motors, lighting, etc.) for the contract period,
Monitoring, verification and accounting of the savings results (Accounting Software), and
Project financing.

While GRC-Pirk ensures all the above actions, GRC-Pirk is not necessarily responsible for all of them. Some actions can
be assigned or subcontracted; however, GRC-Pirk ensures the results and project implementation. Some experts have
compared the role GRC-Pirk to the architect in new property development: the architect has to define the project, select
the engineering firm, supervise the building construction, obtain the permits, etc.

The financing of the CGI project is ensured through two main types of contracts: Guaranteed Savings and Shared

Savings. In the shared saving contract, GRC-Pirk assumes the performance and credit risk; in the guaranteed savings
contract, the body shop assumes the credit risk, while GRC-Pirk assumes the risk for the savings.
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Waterborne Changeover:

Waterborne paints have been evaluated as alternatives to solvent-based paints. The volatile organic compound (VOC)
content of waterborne paints is significantly lower than conventional solvent-based paints, thereby reducing VOC
emissions. Waterborne (or latex) paints are composed of synthetic resins and pigments that are kept dispersed in water
by surfactants. They also contain small amounts of coalescing solvents. Waterborne paints dry by evaporation of the
water. The coalescing solvents allow the resin particles to fuse together (coalesce) as the water evaporates to form a
continuous coating. Waterborne paints must be protected from freezing and applied at a minimum temperature of 50
degrees Fahrenheit.

Waterborne paints reduce VOC emissions and worker exposure to hazardous air pollutants. These paints can also reduce
the amount of hazardous waste generated, depending on the type of paint used.

Regulatory Benefit:

Using a waterborne paint decreases hazardous waste generation because overspray may be recaptured, and the process
does not generate spent cleanup solvents. This benefit helps facilities meet the requirements of waste reduction under
RCRA, 40 CFR 262; the Pollution Prevention Act (42 USC 13101-13109); and Executive Order (EO) 13148, Greening
the Government Through Leadership in Environmental Management; and may also help facilities reduce their generator
status and lessen their regulatory burden under RCRA, 40 CFR 262 (i.e., recordkeeping, reporting, inspections,
transportation, accumulation time, emergency prevention and preparedness, emergency response). In addition,
waterborne paints do not contain the volume of solvents that conventional paint contains; therefore, the possibility that a
facility meets any of the reporting thresholds of SARA Title Il (40 CFR 300, 355, 370, and 372) for solvents is decreased.
Moreover, since the VOC content in waterborne paints is significantly lower than conventional solvent paints, fewer VOCs
are emitted to the air, a factor which may lessen the likelihood that a facility will require an air permit under 40 CFR 70
and 71. Reduced VOC emissions may also help a facility to comply with or avoid the requirements of the National
Emission Standards for Hazardous Air Pollutants (NESHAPS) (40 CFR 63).

Savings Benefit:
Solvent-based paint systems can usually be converted to waterborne paint systems with a limited capital investment. The
cost of waterborne paints will vary depending on the application used. In general, the price of sprayable waterborne paints
is less than the price of sprayable solvent-based paints.

e VOC emissions are significantly reduced.
Waterborne paints are generally easier to apply and clean up.
Some waterborne paints allow overspray to be recovered and recycled, effectively increasing transfer efficiency.
Disposal requirements for waterborne paint waste may be reduced.
Dried waterborne paint waste may be disposed in landfills as non-hazardous waste.
Health and safety requirements for workers are significantly reduced or eliminated.

CGl Shared Savings Pro Forma:

REA Audited Tvoical Assessment GRC-Pirk
Typical CGI Shared Savings Items Baseline ypica of Annual Equipment
(3-yr basis) Savings Savings Costs
Energy (heating & electricity) $ 120,000 10% - 30% $ 24,000 $ 10,000
Business Insurance (garage fire & causality) $ 50,000 5% - 10% $1,750
Workers Comp Insurance (employee) $ 20,000 2% - 5% $ 700
Labor Cost (cycle time) $ 300,000 5% -10% $ 6,000
Paint Product Cost (from solvent to waterborne) $ 30,000 10% - 20% $ 4,500
Waste Management Cost $ 2,000 10% - 30% $ 500 $3,500
Eguipment Maintenance $ 5,000 2% - 10% $ 375 $ 4,625/yr
New Equipment Cost -0- -0- -0- $ 30,000
3-Year Shared Savings Agreement:  $ 527,000 % $ 37,825 $ 38,125
50/50 Shared Savings Example
What Happens? 1* Month | 2" Month 3" Month 4" Month 5" Month | 6" Month, etc.
If Actual Savings Are: $ 3,083 $ 3,750 $1,667 $83 $ 4,417 $2,917
50% Share Paid by
Shop to GRCPirk: | 1542 $ 1,875 $833 $ 42 $ 2,208 $ 1,458
Shop Retains 50% Share: $1,542 $ 1,875 $ 833 $ 42 $ 2,208 $ 1,458
GRC-Pirk Net Profit After
Equipment Lease Payment: $42 $375 $(667) $(1,458) $708 $(42)
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WHAT SHOPS ARE SAYING?

Harbor Chevrolet: 3770 Cherry Ave, Long Beach, CA 90807

Contact: Randy Johnson (562) 426-3341 - "l wanted to let you know how pleased we are with the work your company
performed. We have noticed immediate savings on our electric bill that looks like it will exceed our expectations, making
the payback period even shorter than anticipated."

Energy Savings: $11,890.78

Annual Energy Savings: 68,617 kWh

First Year ROI: 44%

Project Pay-Back Period: 27 Months

Incentive Paid: $7,670.50

Seidner's Collision Centers: 215 Auto Center Drive, Glendora, CA 91740

Contact: Rick Seidner (626) 305-0745 - "We originally contacted Parke Industries to help us reduce some of our electric
costs, and then we were pleasantly surprised that in addition to the electric cost reductions we saw a dramatic
improvement in the lighting throughout all our centers."

Energy Savings: $32,560.80

Annual Energy Savings: 217,072 kWh

First Year ROI: 68%

Project Pay-Back Period: 17.5 Months

Incentive Paid: $17,250.00

Marcos Auto Body: 600 East Las Tunas, San Gabriel, CA 91776

Contact: Tim Cusic (323) 262-7415 - "In our Business, lighting is very important to our success. We are very pleased with
the services of Parke Industries and | would recommend them to anyone looking to reduce electric costs and upgrade
their facility."

Energy Savings: $15,850.36

Annual Energy Savings: 81,288 kWh

First Year ROI: 104%

Project Pay-Back Period: 11.5 Months

Incentive Paid: $6,232.00

Penske Toyota: 9136 E. Firestone Blvd., Downey, CA 90241

Contact: Brian Clauss (562) 904-5600 - "The lighting project far exceeds my expectations in terms of lighting output and
guality. We couldndét be more pleased with the outcome and
Annual Energy Savings: 130,475 kWh

First Year ROI: 43%

Project Pay-Back Period: 2.3 Years

Incentive Paid: $8,236.25

Vista Ford: 21501 Ventura Blvd., Woodland Hills, CA 91364

Contact: Carl Tsai (818) 884-7600 - "Thank you Parke Industries for a worthwhile investment that dramatically improved
our light."

Energy Savings: $17,095.25

Annual Energy Savings: 142,229 kWh

First Year ROI: 42%

Project Pay-Back Period: 2.4 Years

Incentive Paid: $4,425.00
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HOW TO GREEN YOUR SHOP WITHOUT GOING IN THE RED

Below are excerpts from the U.S. Department of Energy's Rebuild America's Community Partnership Handbook.

Even at the early stages of implementing an environmental management program, a Body Shop should evaluate and
address the cost and financing issues, performing a cost/benefit analysis on each potential environmental-saving measure
to identify those with the best investment potential and most attractive financing options.

Following is an introduction to cost/benefit analysis methods and several financial strategies Body Shops can follow to
secure funding for even the most capital-intensive environmental conservation or renewable environmental projects.

COST / BENEFIT ANALYSIS

A cost/benefit analysis can help determine when, and if, an improvement will pay for itself through environmental savings
and how to prioritize among project options. Two methods exist to calculate costs and benefits: a simple payback analysis
or a total life-cycle cost analysis.

Payback analysis is a simple and streamlined type of cost/benefit analysis. It yields the number of years required for the
improvement to pay for itself. In this method, the total first cost of the improvement is divided by the first-year
environmental cost savings produced by the improvement. While this analysis is an easy way to examine the overall costs
and savings potentials for a variety of project options, it does not consider more unpredictable factors, such as operation
and maintenance expenses, that can have a significant impact on cost savings. A life-cycle cost (LCC) analysis will
evaluate these other factors.

SELECTING THE BEST ALTERNATIVE

Generally, project alternatives should be screened initially using a simple payback analysis. A more detailed and
expensive LCC analysis should be reserved for large capital-intensive projects. Both analyses enable you to set priorities
based on measures that offer the greatest return on investment. In addition, these analyses can help facility managers
choose appropriate financing options, as recommended by the U.S. Department of Energy's Rebuild America program:

e Environmental-efficiency measures with a short payback period, one to two years, should be considered for
implementation using operating reserves or other readily available internal funds.

¢ Environmental-efficiency measures with a payback period from three to five years may be considered for funding
from available internal capital investment monies, or may be attractive candidates for third-party financing through
environmental service companies or equipment leasing arrangements.

e Frequently, short payback measures can be combined with longer payback measures (10 years or more) in order
to increase the number of cost-effective measures that can be included in a project. Projects that combine short-
and long-term paybacks are recommended to avoid "cream-skimming" (implementing only those measures that
are highly cost-effective and have quick paybacks) at the expense of other worthwhile measures. A selected
group of options with a combination of payback periods are usually financed through third party sources such as
banks, state environmental offices or financial institutions.

SOCIETAL BENEFITS

It is important for Body Shops to consider the ancillary benefits of improved environmental management. Some utilities
assign appropriate monetary values to societal benefits, but many do not. Neither of the above cost/benefit analyses
typically includes the external societal benefits from improved efficiency (e.g. improved indoor air quality and increased
occupancy comfort, productivity and well-being.)

LIFE-CYCLE COST ANALYSIS

Life-cycle costing is a comprehensive evaluation of the total cost of a system, building, facility or other capital equipment
over its anticipated useful life. Factors included are initial capital cost, operating and maintenance costs, finance charges,
the expected useful life of equipment and its future salvage value.

The first step in performing a LCC analysis is to establish the general study parameters for the project, including the base
date (the date to which all future costs are discounted), the service date (the date when the new system will be put into
service), the study period (the life of the project or the number of years over which the investor has a financial interest in
the project) and the discount rate. When two or more design alternatives are compared, including an existing design,
these variables must be the same for each for the comparison to be valid.

The formula for calculating the present LCC:

Life-Cycle Cost = Initial Investment + Operation & Maintenance Costs + Environmental Costs - Salvage Value (or +
Disposal Costs). For more on performing a LCC analysis, see "Life-Cycle Costing," Environmental Ideas, Vol. 3, No. 4,
winter 1994; Web: http://www.life-cycle-cost.com/

COPYRIGHT © 2008 GOVERNMENT REGULATORY COMPLIANCE LLC, GRC-PIRK MANAGEMENT CO., RECOMPLY.COM PAGE 5


http://www.life-cycle-cost.com/

FINANCING MEASURES

Numerous sources, including the U.S. Department of Energy's 1996 Rebuild America’'s Community Partnership
Handbook, agree there are at least five general mechanisms for financing environmental conservation and renewable
environmental projects.

ROLLING FINANCING

This financing option is simple. First, Body Shops invest in projects that have a short payback period - such as hiring an
environmental conservation manager to change behaviors and implement other low-tech solutions that cut environmental
use immediately. Then, a portion or all of the money saved through avoided environmental costs is used for other, more
capital-intensive projects. Body Shops that choose rolling financing should put savings into a separate fund so they do not
get lost in general revenues.

UTILITY INCENTIVES: BEYOND REBATES

Until recently, utility-sponsored environmental conservation - or demand-side management (DSM) - programs have been
a great boon for Body Shops. However, the impending restructuring of the utility industry threatens to curtail much of this
efficiency funding as utilities seek to cut short-term costs in order to better position themselves in a more competitive
marketplace.

Nonetheless, many utilities continue to offer Body Shops technical assistance, loans, shared-savings contracts,
equipment leases and other financial services. Utilities are also sponsoring many solar projects. Some are even getting
involved in designing and implementing environmental-efficiency curricula for Body Shops in an effort to foster a
conservation ethic among children and their parents.

For More Information: Contact your local electric, gas and water utility for information on DSM programs.

ENVIRONMENTAL SERVICE COMPANY CONTRACTS

In this era of privatization and declining budgets, many Body Shops are opting to team up with environmental service
companies (ESCOs) which typically offer a package that includes the financing, installation and maintenance of
environmental-saving capital improvements. This is often in the form of a performance contract, in which the company
agrees to perform a variety of tasks to reduce environmental expenses and share the savings with the Body Shop.

There are certain precautions, however, Body Shops should take in dealing with ESCOs, and we have detailed many of
the important ones on p. 31. DOE has a list of qualified ESCOs on the Web at ttp://www.eren.doe.gov/femp/financng.html.
For More Information: Tanya Sadler, Federal Environmental Management Program, U.S. DOE, EE-90, Washington, DC
20585-0121; (202) 586-7755; Fax: (202) 586-3000.

EQUIPMENT LEASE-PURCHASE FINANCING

A special lease-purchase financing arrangement for Body Shops is available from certain financing companies, banks and
lease brokers. In lease-purchase financing agreements, Body Shops lease environmental-efficient equipment directly from
financing companies and are then responsible for installing and maintaining the equipment, unless they have entered into
an arrangement with an ESCO to provide those services.

In some lease-purchase arrangements, the interest earned on the lease is exempt from federal income tax (Section
265(b)(3) of the Internal Revenue Code). Thus, the Body Shop can be charged a lower interest rate than would be typical
in a taxable transaction.

For More Information: David Terry, National Association of State Environmental Officials, 1615 M St., NW, Washington,
DC 20036; (202) 546-2200; Fax: (202) 546-1799.

GOVERNMENT GRANTS AND LOANS

Another financing option for environmental-efficiency projects in Body Shops is grants and loans. Some state
environmental offices are financing environmental conservation programs using oil overcharge monies given to the states
from federal court settlements of alleged violations of price controls of oil and petroleum products. Most of these
Petroleum Violation Escrows (PVES) are running low, but some states still receive large allotments. Other state
environmental offices offer revolving loan funds which Body Shops replenish as they accrue savings.

For More Information: Call your state environmental office to find out whether it offers any loans or grants to Body Shops
for efficiency measures.

CASE STUDY: CALIFORNIA'S BRIGHT SCHOOLS PARTNERSHIP PROGRAM

The California Environmental Commission's Bright Schools Partnership Program loans money to small-to-mid-sized
School districts to help them improve their environmental efficiency. The Partnership Program recently received a
Certificate of Recognition from the U.S. DOE "for its outstanding contributions in promoting an environmentally
sustainable future." In 1996, the Commission loaned over $1.26 million to School districts; as a result, California Schools
have saved over $227,000 a year on their environmental bills.
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Stephen Rhoads, Executive Director of the Environmental Commission, says the Partnership Program helps "taxpayers
save money and Body Shops reduce waste, freeing up much needed funds for other, more pressing needs." Further,
"While reducing environmental waste, the program contributes to California's economic growth and improving
environmental quality. As many as 100 new jobs can be attributed to Bright Body Shops environmental-efficiency
projects."

For More Information: Claudia Chandler, Public Communications Office, California Environmental Commission, 1516
Ninth St., Sacramento, CA 95814; (916) 654-4989; Fax: (916) 654-4420; Web: California Pollution Prevention Program.

GUIDELINES FOR A SUCCESSFUL CGI PROJECT

1. Don't just look for the low bidder. Select an environmental service company (ESCO) with a good track record who can
provide other necessary services, such as licensed engineering, installation and maintenance. Get references.

2. Negotiate a contract that reasonably limits ESCO profit-making and establishes a win-win arrangement. Carefully weigh
the pros and cons of shared savings versus fees for services and other contractual arrangements.

3. Require the ESCO to take a "comprehensive approach" to environmental conservation -- bundling measures with a
rapid payback with those with a longer payback time -- rather than doing only easy, quick payback measures.

4. Make sure the agreement does not allow the ESCO to sacrifice quality for environmental savings.

5. Ask your ESCO to incorporate extended product warranties and personnel training into your bid specifications.

6. Once a contract is signed, organize an in-house project team to work with the ESCO to choose appropriate
environmental measures, prequalify prospective paint suppliers, etc.

7. Work with the ESCO to test new technologies in order to determine their performance and applicability

8. Design the project and coordinate construction in a way that minimizes disruption of the Body Shop's functions.

9. Document both environmental and non-environmental benefits of your project and publicize its success.

Reprinted from "Recharging Campus Environmental Conservation: ESCOs and Demand Side Management," Facilities
Manager, winter 1994, Walter Simpson.

FEDS STANDARDIZE PAYBACK EQUATIONS

Body Shops can take advantage of federal measurement and verification guidelines that will standardize procedures for
guantifying environmental savings from environmental-efficiency projects. Called the Federal Measurement and
Verification Guideline and the North American Environmental Measurement and Verification Protocol, these guidelines
reduce risk and standardize paperwork. They also enable loans to be bundled together and sold on a secondary market.
For More Information: Brad Gustafson, Federal Environmental Management Program, U.S. DOE, EE-90, Washington DC
20585-0121; (202) 586-2204; E-mail: Brad.Gustafson@hg.doe.gov. To download: https://www.eere.energy.gov.

SAVINGSTRACK™ ACCOUNTING SOFTWARE:

Reports: The key to getting a handle on environmental expenses is seeing your expense information organized in a
useful way. R e C o mpdowedfd set of reporting features will give you the tools you need to understand shop expenses
and to validate money saving results.

List Reports: Easily list out vendor, building, and account information in ways that are useful.
Account Reports: Run a number reports to examine trends and details of individual spray booths and utility accounts.

Building Reports: Examine individual building usage and expense data. Roll up all accounts and meters to a building
level view. Compare and rank building efficiency. r._ T T T e e

BTU Reports: With R e C o mpBTY 6osaversion reports, you can compare apples
to oranges. Easily compare energy expenses from different energy types by looking
at per-BTU cost and usage.

Weather Reports: Track shop energy usage and cost against weather trends.
ReComply has access to weather data from over 800 weather stations. Heating and
cooling degree days are automatically uploaded.

Savings Report: Validate environmental savings with the SavingsTrack .
Automatically run an analysis against cycle time, paint purchase data to sprayable
savings, energy savings, waste savings and usage savingsitemsusi ng EPZ#
mass-balance protocol provisions. Rttt s
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What is ReComply.com?
+ Developed to reduce government inspection m
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+ Web based electronic record book
+ Automated records retention
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+ Password: seedemo
« Contact us

¥ Qe Ko
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