Win — Win — Win Strategies

Setting the standard



Introductions

CR Herro, VP Environmental Affairs

CR.Herro@MeritageHomes.com
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Overview of Meritage Homes

= 7th Jargest homebuilder by 2015 U.S.
closings

e 9states, 21 markets, 254 communities

 Headquartered in Scottsdale, AZ

= Leader in energy-efficient homebuilding

Key Statistics — 2015:

= 6,522 homes closed
= Revenue up
= Profits down

= Driven by increasing cost in the industry




How do typical customers buy a home?
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The Mother of Invention

US housing building permits, annual rate

2.5 million units
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Customer Priorities

* Location

* Price

* Floor Plan




“Green” features climbing the scale of
top features desired

MOST LIKELY Features in Typical Single-family Home in 2014
{1=Not at all likely, 5=very likely; avg. rating)

Walk-in closet in master bedroom 4.9
Low-e windows 4.8
Laundry room 4.8
Great room 4.7
Energy-Star rated appliances 4.5
Programmable thermostat 4.5
Energy-Star rated windows 4.5
9'feet+ 1st Floor Ceilings 4.5
2-car garage 4.4
Double sink in kitchen 4.3
Granite countertops in kitchen 4.3
Central Island in kitchen 4.3
Bathroom linen closet 4.2
Front porch 4.2
Private toilet compartment 4.2
Exterior lighting 4.2
Patio 4.1
Insulation higher than required by code 4.1

Source: NAHB EcHP Group, HMI Survey, December 2013,
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http://bldr-media.com/portal/wts/ccmcjx2euQi6efmyDLiMjkzLmPsrocd

Consumer Choice drives change

Rate the importance of the following
when purchasing your next home:

M%Homes
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'. ENERGY STAR

81%

say higher energy efficiency would cause them to
choose one new home over another.
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™" Shelton™

ENERGY STAR

4%

think energy-efficient homes are healthier homes.
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Benefits, not Features

TOP 5 REASONS TO BUY GREEN HOME / MAKE GREEN IMPROVEMENTS TO HOME

Cost savings on power and
heating

94%

Reduced use of water

Reduce the impact | have on
the environment

Improved air quality in home

Increase the value of your
home

@ 2009 J.D. Power and Associates,
The McGraw-Hill Companies, Inc. L
All Rights Reserved. JAND ASSOCIATESE

|||||||||||

11




Setting New Expectations



WIFM

Meritage ;
ENERGY PERFORMANCE RATING ENERGY SAVING FEATURES

The Sﬂlidﬂ 4032 More Solor: We use o befier solor plafform thot produces over fourdimes more energy, and odvanced

feahsres that heat your water, heat and cool your oir, monogs fresh air, and ollow remote energy

-Fi management from onywhere in the world through o computer or smart phone.
HOW THIS SCORE IS DETERMIMED.
More Health: We include EPA Indoor Air plus features such as low YOO paints and finishes, besier home
Homa Ensegy Rafing System, or simply HERS, is o scoring systam Typicol air filiration and circulation, o fresh oir manogament system, and odvanced themaosiots. The result is
4t by the Rasidenfiol Enargy Servicas Matwork [RESMET] o 10 _l;’:"g reduced pollusion, allergens, and dirt which make your home mone comfortable, ceaner and besier for the
maeazurs a homa's anergy afficiency and dalormina i it maats - “ whale family.
EMERGY STAR guidelines. Tha lowar tha HERS Index, the more 120
snargy afficiant o homa is? - Mare Comfort: We use indusiry leading spray foam insulafion which seals the building wenhefive fimes
no le=tier than standard insuloficn, redwcing beoks, drofts, and wasted =nergy. It will also make the home
. quieter, more comfortable, and cleaner.
This home exceeds 9 . Typeal
@ i 1 — More Sustainability: We include EPA WaserSenss foucets, showers, toilets, imigafion controllers,
Uigelines. Homa
and EMERGY STAR Appliances, reducing your woter consumpfion by 50%, with no soorifice in lifestyls
0 rfo 3
Plan Salida 4032 e Srpermare
Amsa a0 = More Savings: With on unprecedsnted level of =nengy effici=ncy throughaut our homes, cur tohal
Living 2,246 sq.ft.
HERS scare in this community is as low os XX, reducing home energy consumpfion by up o XX% in
HERS Score 59 these homes.
[Home Energy Rating] w
[P N S &0 E f f
—w nergy performance for
# 50
ea rS . > ’ This Meritoge home performs at a
I HERS score of 59. This equates fo a

55% energy use reduction compared
io o typical new home.

10 Years: >$15,000 -
20 Years: >$37,000 % S
30 Years: >$65,000 . TSI B

5 1ot cezwne 1w T e e 2 0 1% SEAon 2 sy Smunpton Tvsa i f VG S GO S fore e e s 47T VoL o m 5% MW gy et fa 575 S |, Secofrn tomd o e st ineyy Cormmtan Con =
“hertagn G in 8 Faclrrans of Mrtage Home Corporion, shich. et corisn featums i ceis desigraed (= o Al mesiadin cver i - s Mo sy ST an| - r g s s el Arusl mRRGR My Yy ST T R 1 par o Cen e, S anchr R et of sy e, W achasl e o codior.
ey e, i e i o e s ] St et PP e K. P, o, Bk, i, ek e sl e 2 S o et g L et St
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SN~ PowerWise Homes™

Get the best energy value possible in energy-efficient
SRP PowerWise Homes™, as featured by Meritage Homes.

General Information:

Conditioned Area: 1640 sq.ft
House Type: Single Family Detached
Bedrooms: 3

Annual Estimated Energy Use

Lyon’s Gate New to Code
Heating $ 49 $101
Cooling $ 320 $ 645
Hot Water o $ 254
Lights / Appliances $ $ 599
Photovoltaics $ 0
Service Charge $180 $180
Total $720 $1,779

Average Resale
$ 194
$ 987
$ 266
$608
$ 0

$180

$2,235

Your actual costs may be higher or lower than those illustrated, depending on individual lifestyle, number of
persons living in the house and SRP’s fuel cost adjustment factor. SRP reviews the adjustment factor every six

months, with any change made effective on July 1% and/or November 1st




a3, S Residential Green and Energy Efficient

o Addend
u-'*u,»:l._;i Tﬁ en um
i -5 II
SUSS
Cliant File #: Appraiaal File &
oot Residential Green and Energy Efficient
i s -
B | II‘ Addendum
| oy 1 -
: | i Cliant
- ol Al RE‘]]U['TS Subject Proparty:
Uy g * Form 820.03 City: State: Tip:
R Additional rezpurces to 8 in the velustion of green properties and the completion of thiz form can be found &t
& N g woww . aporaizalinatitute . ond/ education/ dreen_sneqgy_addendum.ss
?"-... i i £
== ENERGY EFFICIENT ITEMS
The following items are conzidered within the sppraized value of the subjact proparty:
O Fiberglazs Blown-In O Foam Inzulation O Callulos=g O Fiberglazz Batt Inzulstion | R-Valua:
Insulation
O Othar (Dezcriba): O Waillz
TN D TLETS O Bazement Inzulation (Describe): O Cailing
i E O Floar Inzulstion (Describa): O Floor
I B —— O Reclaimed Watar Syztem (Explain): — e . i .
P bl 4 | Water Efficiency O Ciztarn - Size: Gallonz | Location:
B e R C Rain Bamels - & O Rain Bamelz Provide Imigation
O ENERGY — — - O Dowbls Pana | — —
O Low E Zalar & 5
Windows =TaR® e 1 High Impact | O Storm O Tegls Pane | — Tinied O Salar Shede
Day Lighting L Sheylights - - SolarTubes - | — o ERGY STAR Light Fotures | I Other (Explain):
EMERGY STAR Appliancas: Wiatar Hastar: . - )
, ) _ Appdiance Enargy Sourca:
Appliances O Renga/Top O Dishwesher 1 Sodar = Propans —~ Bactic T Natural Gas
O Refrigarstor (O Other: _;rir;-.:lam (Urﬁ[:lillrnand_- O Other (Deccribe}:
HVAC [Describa O High Efficiancy HWAC - SEER:  Hest Pump O Tharmostat Controllar: 1 Pa=szive Salar
in Comments Area) | T Programmable Tharmestat 1 Wind | Radiant Fleor Heat  Gaothemnal
0 EMERGY ZTAR Home 0 Indoor Air PLUS Peckeds
Energy Rating O HPwES (Home Parformance with ENERGY STAR) O Enargy Recovery Yentilstar Unit mes:
[} Other (Deccribe). C Cartification Attached
- o T r o




Better is Better
Advantages of advanced features:

»  Low Utility Costs (Energy Label)
»  Healthier (vocs, Mmerv 8, SPF, Sealed attic ...)

+  More Comfortable (Low e2 windows, SPF, Conditioned attic,
TStat...)

»  Cleaner (merv 8, SPF, sealed attic...)

* Quieter (Low e2 Windows, SPF, sealed attic ...)

o Safer (SPF, sealed attic, water management, Low Vocs)

*  Not Economically Reproducible in Resale

*  Municipal Partnerships (Development Time)

- Appraisal Value / Underwriting Value / Resale Value
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Portents of the Future

Homes to the Power of ZERO

ZERO

ENERGY READY HOME

U.S. DEPARTMENT OF ENERGY

What is the DOE Zerc Energy
Ready Home™ Label?

iz Syrriool of Txoallznce for aremoy savings,
vz, neell, gualiy, and durabilice et by
= salzct grous of leading bu Iders macting

J 5 Department ol Eneragy Guidselines,

What is a Zero Energy
Ready Home?

I-iz a Figh-perfonmarcs homa so arargy
=Ficient, all or vz arnual energy
cosLmptior car be offzas with renewabla
=nargy nothe weecs, it s the Fores of
tha Futura.

A Symbol of Excellence

HEALTHFUL ENVIRONMENT
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ADVANCED TECHNOLOGY

ULTRA EFFICIEMT

QUALITY BUILT

DURABILITY

at

EY [ COE Zerw Energy Ready Home
B EMERGY START Certified Heme
[ | Existrg Home

lhiz grazkiz enmpacisan chot 2ermonstretes el
prrbrrmance of this 303 Semm D arey ooy Hars tn
a st Tnn = il betenen 1990 and 2000 and FH7ROY

STAE Cartifea Henes, Actuzl perkormanas may vy
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McKinsey Energy Efficiency Report

The research shows that the US economy has
the potential to reduce annual non-
transportation energy consumption by
roughly 23, eliminating more than $1.2
trillion in waste—well beyond the $520
billion upfront investment that would be
required. The reduction in energy use would
also result in the abatement of 1.1 gigatons
of greenhouse-gas emissions annually—the
equivalent of taking the entire US fleet of
passenger vehicles and light trucks off the
roads.
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sumptions

10% down, 30-yr
FMR at 4.6%

Current
Electricity Avg.
rate of $0.12 per
kWh

Electricity rate of
inflation = 4%

Cumulative Net CashFlow

CashFlows

$30,000
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Net Cash Flow, Cumulative

0 2 4 6 8 10 12 14 16 18 20 22 24 26 28 30

Year-by-Year Cashflows

m Federal Tax Credit

o State Tax Credit

@ Utility Bill Savings

B Tax Savings from Loan Interest
m O&M Costs

O Loan Payments
B Cash for System (or down payment)

01 2 3 4 5 6 7 8 91011 1213 14 1516 17 18 19 20 21 22 23 24 25 26 27 28 29 30
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Challenges

' Cost / Benefit

- Consumer Awareness




Renewable Energy: peak
reduction / Duck Curve

m SCE Residential Peak Load Shift
Impact of 10% PV Generation
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Win/Win: Load Leveling

Solar design to demand peak (western orientation)

Smart 62.2 Ventilation

Smart Appliances

Smart Tstat Control

Embedded Thermal Mass
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Thermal Mass / R factor

ﬁ ﬂm,1 . e Tirs Lag "
ﬁ*‘ﬂﬂ% Conduction

— Concrete 0.08
— Wood 1.0

— Fiberglass 3.5

Temparaturs

- Ureathane foam A4 A0 B AMK Mean 4 P (4" Wi A A 3 AL Moo 4 B Polart
Time of Day
* 3.5-6.0

. ... Storage / Delay S

30°C

" Thermal Emittance
— 70 to 90

Up to 6 - 8°C difference
between peak external
and internal temperatures

Internal Temperatures
with High Thermal Mass

Internal Temperatures
with Low Thermal Mass

15°C External Temperatures
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Thermal Mass from Isolated Slabs

PT to Footer w/ thermal break and subsurface

. insulation
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Insulated Concrete Panels

Top of Wall Continuous
Concrete Bond Beam

Horizontal Rebar(2)

ShearStrip® Technology
Eliminates Vertical Rebar

Energy efficient
Rot/Mold/Termite

e EPS Foam Shell

High Efficiency Insulation to
R-32

Concrete Stud

» Clean er, Healthie 6" 8” or 9” Wall Profile
Safer ShearStrip®
. Steel Stud Mounting
° Qu | eter Surface

Continuous Concrete Base

HERCUWALL Mefitagetiomes

'I.arstrlp“' Technol ogy EESRR ST




HercuWall® Job Site




Lessons Learned
* Buyer Sophistication
— “Nothing is wrong”

— Temporal Discount

— Total Monthly Cost of Ownership

* Industry Sophistication
— Appraisal
— Underwriting

* Sustainable Sustainability
— Cost / Benefit
— Assured directs / Unsure returns
— Business Strategies / Rebates

— Warranty
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Solar Benefits for the homebuyer

Further reduce energy costs
Meritage Homes focus on energy efficiency
SunPower help bring energy costs down close to Net Zero
Monthly cash flow positive
The decrease in energy costs can be more than the increase in the mortgage

payment - and utility rates keep increasing!
Better pricing through Meritage
Low-Interest Mortgage

Federal Income Tax Credit

30% of the system value off next year’s taxes
Greater home value

$5,000 per Kilowatt of system size premium

(CA)

Warranty

Roof warranty is not affected

25 year warranty on SunPower products

Easy
Direct Solar Consultation

SUN POW ER | © 2014 SunPower Corporation



GET MORE

mu;gaHomes
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BE HEALTHY

M%Homes
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LIVE BETTER




Questions?



Thank you!

CR Herro, VP Environmental Affairs

CR.Herro@MeritageHomes.com

Meritage Homes

www.MeritageHomes.com
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