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Sustainable Sustainability

* Creating Value to Consumers
* Creating Value to Utilities

* Creating value to the US

* Extracting Value

— Builders
— Buyers
— Banks
— Utilities

— Economy

!!!!!!!!!!!




Establishing Meritage as a Leader
in Energy-Efficient Homebuilding

2009

* Committed to take the lead in sustainable building practices by implementing a strong,
unified sustainability platform across all divisions

+ Established a new vice president of environmental affairs position to lead our
sustainability platform

2010

* Exceeded ENERGY STAR® requirements on all new homes built

* Began advocating for sustainability regulations in the homebuilding industry

+ Started providing ‘Learning Centers’ at community model home complexes to educate
prospective homeowners about the benefits of sustainable living

2011

* First builder to reduce energy and water use by 50% as a standard feature of our home
designs

* First builder to have a national renewable energy program that cost effectively achieves
Net Zero energy consumption

2012

* National Association of Home Builders’ National Green Building Awards Project of the
Year for Single Family Production

* Began triple certifying homes to EPA ENERGY STAR®, WaterSense®, and Indoor airPLUS
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Award-Winner at National and Local Levels

* National Best by Authoritative Source
— 2013 U.S. EPA Energy Star Sustained Excellence Award
— 201 & 2011 U.S. EPA Energy Star Partner of the Year
— 2012 Project of the Year — Single Family Production, NAHB’s National Green
Building Award
— 2011 Energy Value Housing Award (EVHA), NAHB
— 2011 Peoples’ Choice Award, NAHB Research Center
* Meritage Best Standard - Proofs
— 15t NET ZERO Production Builder
— 15t Full EPA Triple-Certified Home: Energy Star, Indoor airPLUS, and WaterSense
— 1%t 100% Energy Star Production Builder
— 1t HERS<40 Community Builder
— DOE Building America Partner
* National Best by Media
— 2011 Builder of the Year, Builder and Developer Magazine

— 2010 Community of the Year, Green Home Builder Magazine
— 2012 CEO of the Year, Hanley Wood

Local Best
— 2011 Crescordia Award (“To Grow in Harmony”), Valley Forward
— 2011 Best Green Building Program, McSAM People’s Choice Awards
— 2011 MAME “Best Energy Efficiency”, North State BIA
— 2012 MAME Green Builder of the Year, BIA Bay Area
— 2011 Green Pioneer, Phoenix Business Journal

EPA Indoor
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What are our jobs?
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Customer Priorities

* Location
* Floor Plan

* Price
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GET MORE
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BE HEALTHY



LIVE BETTER



Progressing along the scale

MOST LIKELY Featuresin Typical Single-familyHome in 2014

(1=Not at all likely, 5=very likely; avg. rating)

Walk-in closet in master bedroom
Low-e windows

Laundry room

Great room

Energy-Star rated appliances
Programmable thermostat
Energy-Star rated windows
9'feet+ 1st Floor Ceilings

2-car garage

Double sink in kitchen

Granite countertops in kitchen
Central Island in kitchen
Bathroom linen closet

Front porch

Private toilet compartment
Exterior lighting

Patio

Insulation higher than required by code

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

Consumer Choice drives change

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

Single Family Detached
Better Home Layout

Energy Efficient Home

Larger Private Yard
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Consumer Focus

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,
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Existing
Homes 7_

Standard

New Home

Zero Energy
Home

Less Energy )

A home with a HERS
Index of 65 is 50%
more energy efficient
than the average
home in the US and
35% more energy
efficient than the
HERS Reference
Home.
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WHAT IS POSSIBLE?

Physics, Behavior, and New technology
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Reducing the Current Reality: 50% Waste

ooooooooooooooooooooo

Seall . ducts ...... : Insulating attics
....... d ........  Haplacing
: glzg::iclal;g - incandescent
‘ devices to S e
: energy
- efficient

: versions

.................

: Replacing

: conventional
“ kitchen appliances :

: with higher Sy
: efficiency

‘Upgradewater : b : 7 "l1 -

: heater to more
: efficient model :

Installing
sheathing/
......... wall insulation
: Sealing
Replace older

air conditioning *
unit with heat

pump or more

Replacing efficient model :
conventional washing SRy <0000
* machine/dryer with an !

.........

‘Insulating -
‘unfurmished :
‘basements

-----------------

Replacing conventional
furnace with higher
 efficiency furnace

oooooooooooooooooooooooooo

System of Interrelated Parts Meritagel lomes




Moving Forward — Building Science
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Meritage

The Salida 4032

HOW THIS SCORE 15 DETERMINED.

Homa Encegy Rofing Systam, or simply HERS, is o scoring sysiam
sat by o Residanficl Enangy Servicas Matwerk (RESMET] o
maazurs a homa's anergy afficiency and dalerming i it maats
EMERGY STAR guidalines. Tha lowar tha HERS Indax, the more
enargy cificiant o homa is®

This home exceeds

ENERGY STAR® Guidelines.

59

Plan Salida 4032
Living Areg 2,245 s .
HERS Score 59

|Home Enengy Rafing]

Estimated Reduchion

In Energy Use =3
Esiimated Average $115/ mo.
Marthby

>$7,000

>$15,000
>$37,000
>$65,000

5 Years:

30 Years:

ENERGY PERFORMANCE RATING

Additional available income for the family

Valuing E(nergy)

ENERGY SAVING FEATURES

More Solar: We use o befier solor platform thot produces over fourtimss more energy, ond odvanced
feahsres that heat your water, heat and cool your oir, manogs fresh air, and ollow remote energy
managem=nt from anywhere in the word through a computer or smart phone.

More Health: We include EPA Indoor Air plus features ssch as low YOO paints and finishes, besier home
air filiration and circulation, a fresh oir monogement system, ond odvanced thermosiots. The result is
raduced pollufion, ollerg=ns, ond dirt which maks your home more comfortable, cl=aner ond besier for the
whale famihy.

More Comfort: We use indusiny leading spray foom insulofion which s=als the building twentyfive imes
lbetier than standord insuloficn, redwcing leaks, drofts, ond wosted =nergy. It will also make: the home
quieter, mone comfortoble, and cleaner.

More Sustamability: We include EPA WaserSense foucets, showers, toilets, imigation controllers,
and EMERGY STAR Appliances, reducing your woler consumpficn by 50%, with no soorifice in lifestyls

or perfarmance.

B More Savings: With on unprecedented level of eneargy efficisncy throughout cur homes, cur tofal
HERS score in this community is os low os XX, reducing home energy consumpfion by up o XX% in
these homes.

Energy performance for

This Meritage home performs ata
I} HERS score of 59. This equates o @

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

in home energy bills?

Sean this code with your smart phone o s2e how
Meritage is changing the way homes are built.

%6 o arwy Wfcent e S GRS S Home. Spacicators b on S S0 armetons gy Comenson Coo FO PR Irison vt ST W ) S S e
T P g BTl Irpect Al NG T VA 1 Y Cled 17 o g ek, B Ay Bt o S pg
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ENERCY STAR® complete hernal anclosure syviem

T Misimum LowdZ window

3. Advarcedhoning Mencl bect oed eghaesd hate
3. 50 ey Pdpawhers ees) ubcn & voRt

4. Conciored a¥ic) ieded wih 297

-/ ENERCY STAL complate waker management vysten
5. Danppeac! Bavier on Delow-3roie CORTWE jew deem wh)
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TR e—————
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- Windew bahing
19, Malgwemsrion nadecl bet nd i and howan

ENERCY STAR complate beatag and cacling syskem
11, Msmm S20R 14 HVAC

13, lechd nadated 3

13, [wrp dects

T4, ANZ/AS-RAZ 63 2 racharicd Yudvor reagpanest yiwn
15. Msimm NIV 3 HVAC Shaton

Addional snsrgy-efficiest and skandard featrss
14. Inchpendest inapachona and imeing

17, ENEROY STAR opplcaan

1. CRigusg

19. Advanced pragenchis Pemaks

20, Witw oficent foecets and Shower heock

21, Duckxyoied kdets

22. Wachersersing ngatice commder

23, rgce wcter wnx

24, PO phming

25, Lowdozwo VOO mawich, pais, #oim and e
25, HInichis fumsd dram wi

T, ACCAnorect ang meersd dect and mplaee yere

24. Opsanci L2D ightng

29. i wrosd conconte S

~ Optcnal Nexka hons snsrgy monitoring asd contrel
30, Hone bricge

31. Wone hayped and ceadtcl

32, rhw fatiox wides TIBes

33. Agpharce nccele

34, RBanch rostoring condl oo opbp, iobiel or aneri phore
35, Hone ssegy roscpement Parrcits!
Optonal Edwo® selar systen

35. Zobr vl pareinfor samgy poduckon

T, lobirwaw racet

35, lobircoatxi cier

37, Bwncls rostoring condal oe loptp, kbiet or ;ncr! phore:

Standard Features Included
at Competitive Prices

Looking for a good reason to buy a Meritage home? Here are several.

A

[
MemgeHom Setting the standard for cnergy-efficient homes™

. 9
E‘i" Energy-efficient features are standard in every home; m}{ b
" entire system designed to maximize energy efficiency TERTINATER g






PR
aDFF” 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 Average Resale

Heating $ 49 $101 $194

Cooling $ 320 $ 645 $ 987

Hot Water o $ 254 $ 266

Lights / Appliances $ $599 $608
Photovoltaics ($ 0 ($ 0

Service Charge $ 180 $180 $180

Total $ 720 $1,779 $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
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Residential Green and Energy Efficient
Addendum

Al Reports®

Form 820,034

Cliant File £

Appraizal File #:

Addendum

Residential Green and Energy Efficient

Cliant

Subject Proparty:

Additional respurces I:r.'- gid in the velugtion of grean propenties and the completion of thiz form can be found &t
praizalinatitute.on

ENERGY EFFICIENT ITEMS

education,

The following items ara conzidered within the sppraized value of the subjact proparty;

O Fiberglazs Blown-In O Foam Inzulation O Callulos=g O Fiberglazs Batt Inzulstion | R-Valus:
Insulation _ o

O Othar (Dezcriba): O Waillz

O Bazamant Inzulation (Descrbe): [ Cailing

O Floor Inzulstion (Desciba): O Floor

O Reclaimed Watar Syztem (Explain): — — . i .
Watsr Efficiency O Ciztemn - Size: Gallonz | Locafion:

C Rain Bamels - & O Rain Bamels Provide Imigation

O ENERGY — — - O Dowbla Pana | —

O Low E P .

Windows =TaR® e 1 High Impact | O Storm O Tegls Pane | — Tinied O Salar Shede
Day Lighting L Sheylights - - Solar Tubes - | — b ERGY STAR Light Fomurss | I Other (Explain):

EMERGY STAR Appliancas: Wiatar Hastar: . - )

, ) _ Appliance Enargy Sourca:

Appliances O Renga/Top LI Dishwasher — Solar O Propana Tl Blectric [ Matwral Gas

O Refrigarstor (O Other: _;rir:laﬁ (Urﬁ[:lillrnand_- D Other [Dezcribe):
HVAC [Describe O High Efficiancy HWAC - SEER: T Hest Pump O Tharmos=tat Controllar: 1 Pa=sive Salar
in Comments Area) |  Programmable Tharmestat 1 Wind | Radiant Fleor Heat  Gaothemnal

0 EMERGY ZTAR Home O Indoor Air PLUS Peckeds
Energy Rating O HPwES {Home Parformance with EMERGY STAR) O Enargy Racovery Ventilator Unit

[} Other (Deccribe). | Cartification Attached

| |
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Average U.S. Homeowner Costs
2007-2008

Property Homeowners
3
Tax? Insurance
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Benefits to Customer

Reduced Cost to Operate

Included / Integrated into Every Home

Cleaner, Quieter, Safer, Healthier, More Comfortable




Renewables Strategy

* Maintain Value
Create Awareness
* Drive Consumer value perception
* Installed Cost per Watt
* Unique Value Positions
> Augment our Innovation Brand
* ‘Zero Ready Homes’
* ‘Making the Best Homeseven IRRNRRNAREREE
better’ g, SGMAEER

Average PV System Price Decline

Average System Price ($

8
$
4 -
$2 4
3

* Maintain aesthetics and first cost
competitiveness

OOOOOOOOOOO




Better Re-Sale Potential

— Easier Resale
- Advanced Included Features
- Better Quality, Safer, Quieter
- More Comfortable, Healthier
- Lower Monthly Cost
— Better Investment
* Impending Green Appraisal Standards
* Cost of Rehab / Upgrading

]' — Better Homes = More Referrals
R

OOOOOOOOOOO

28 Build a Loyal Fan Base MefitageHlomes



Better I1s Better

Low Utility Costs (Energy Label)
Healthier (vocs, Merv 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 ...)

Safer (SPF, sealed attic, water management, Low Vocs)
Not Economically Reproducible in Resale
Municipal Partnerships (Development Time)

~  Appraisal Value / Underwriting Value / Resale
.. Value
D i MeritageHomes'

OOOOOOOOOOO

~" Without Changing Lifestyle



Lessons Learned

Builder Sophistication
— Cost / Benefit

— Assured directs / Unsure returns
— Business Strategies / Rebates
— Warranty

* Buyer Sophistication
— Temporal Discount
— Total Cost of Ownership

— “Nothing is wrong”

* Industry Sophistication

— Appraisal

— Underwriting

!!!!!!!!!!!
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BE HEALTHY



LIVE BETTER




Thank you!

CR Herro
Vice President of Environmental Affairs
CR.Herro@MeritageHomes.com



mailto:CR.Herro@MeritageHomes.com

