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Our organization & our strategy

To The Plug Power Community:

| have been asked on several occasions why Plug Power wants to publish a
sustainability report, or even champion a sustainability initiative at all. Plug
Power is not a profitable company yet, so the line of questioning goes. Aren’t
there better uses for our limited resources? My response is a definitive No. In
short, the answer lies in our ability to link sustainability with the financial well-
being—in addition to the environmental and social health—of the company.

Viewed from a macroeconomic perspective, the environmental degradation

that occurs as a result of economic activity traditionally has been labeled an
externality, as opposed to a direct cost of production. Therefore these costs
are not borne by the producer and passed onto the consumer...directly.

As a result, none of us really have been paying the “fair” market price for what we consume. Essentially we have
borrowed resources against promise of future payment. That note is coming due. These costs have compounded
and the results are clear and disheartening: Air and water pollution. Desertification of arable land.
Resource scarcity. Global climate change.

In an attempt to offset these harsh realities, we (as a society) tend to enact environmental regulations and
implement market-based incentives, which at their most basic level, are an attempt to reallocate the so-called
externalities back to the costs of production. Or put more simply, it is an attempt to pay off our debt. As our
environmental problems become more pronounced, our environmental regulations and laws become more
numerous, stringent and costly.

But to date, regulations have merely scratched the surface, treating symptoms (or what comes out of the end of
the pipe) without tackling causes of our problems. For Plug Power, and alternative energy in general, success
entails a somewhat radical rethinking of our energy systems and infrastructure.

Sustainability at Plug Power is more than an attempt at environmental and social consciousness (although it is
that too). It is a strategy to mitigate the increasing costs of our current system of energy use, resource scarcity
and waste generation for competitive advantage. Leveraging sustainability at an organizational level helps build
efficiencies into the operation now that are driving down costs. In my opinion, our investment in this initiative will
be viewed as a prudent business decision in the future.

This report details our environmental initiatives, such as product lifecycle management, wiser use of water

and energy resources and reduced waste generation. It also illustrates our belief that it is people who
build a company and companies must benefit people. To that end, we have an established program in our
environmental health and safety division to reach beyond what is merely required by law. And we take seriously
our mandate to be a learning organization that develops our employees in order to maximize their personal and
professional potential. You will also read about our socially conscious employee-driven community outreach
initiatives that ground Plug Power and our employees as an integral member of a larger community.
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Sustainability at Plug also means recognizing that we are an alternative energy company that sees itself as
part of the solution to our well-publicized energy problems. We want to change the system by transforming the
way energy is harnessed and distributed. As such, we are an important building block for our customers’
sustainability initiatives. Quite simply, sustainability is why we exist.

But sustainability also means that we must become a profitable company if we are going to pursue all
of these laudable goals. Over the next three to five years we must control costs and stabilize the company to
ensure that we will be around well into the future.

Currently there are no fuel cell companies that have gained the kind of market traction that makes profitability
imminent. In part, this has to do with a lack of a hydrogen infrastructure to support fuel cell technology. But it is
also the case that the technologies that we are trying to replace in the near term, lead-acid batteries and in some
cases diesel generators, are entrenched. For our technology to achieve success, the economics around batteries
and internal combustion engines must be re-thought. Fuel cells are a disruptive technology. Markets have been
slow to react to their promise.

We do see progress. Our customers for both motive and backup power have experienced the economic and
operational value as well as the environmental benefits our products and services offer. Often the economic,
operational and environmental benefits are intertwined, as is the case with eliminating the costs and time
associated with safe handling, cleanup and disposal of lead-acid batteries.

This linkage is succinctly expressed by the distilled version of our sustainability credo—People, Planet, Profit.
Not hierarchical, this concept only works as a system, where each piece is interrelated and supportive of
the other two.

Any attempt at corporate responsibility must include transparent and genuine communication that details what
we do well, what we must do better and how we plan to sustain the former and address the latter. Only through
honesty, integrity and sincerity can we expect to legitimize our efforts to our stakeholder groups—
employees, customers, investors, government and community partners, and suppliers.

This report will have been issued the day | retire from Plug Power. | am deeply gratified that the sustainability
initiative has taken root. And | thank the group here at Plug that has embraced these ideas and developed the
programs that support our sustainability initiative. My wish is that wherever you find yourself in the future that
some element of this journey we have taken together forever remains part of your being. As my last official
communication with the Plug Power community, | can think of no worthier subject to address.

Thank you,
2 &,W*Sa;uh;.-m

Roger Saillant
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about Plug Power

Plug Power Inc. (NASDAQ: PLUG) develops, manufactures,
integrates and services proprietary fuel cell solutions, which provide
clean, reliable on-site energy for customers throughout the world.

The company has gained early commercial traction

in the backup power market for telecommunications,
utility and uninterruptible power applications, and in
the motive power market for the material handling
industry. Since its inception in 1997, Plug Power has
worked mainly to commercialize fuel cells built on a
platform-based systems architecture using Proton
Exchange Membrane (PEM) and related fuel-processing
and system-management technologies. Operating at
relatively low temperatures (60-160°C) with high power
density, PEM fuel cells can vary their output quickly to
meet shifts in power demand, and they are well suited
for applications requiring quick startup.

Plug Power was first to market with commercially viable
fuel cell products. It has installed more than 750 fuel
cells for primary, backup and motive power applications
throughout the world. As an established leader in the
emerging hydrogen fuel cell industry, Plug Power also
maintains a large portfolio of intellectual property

with 350 patents issued or pending worldwide. The
company is headquartered in Latham, New York. It also
has offices in Richmond, British Columbia; Apeldoorn,
The Netherlands; and Washington, D.C. Plug Power
employs 390 people.

sustainabilityreport200
4 W

our organization & our strategy

The Latham facility houses executive, sales and
administrative offices as well as research laboratories
and a 50,000 square-foot manufacturing facility with
dedicated production and production test facilities
based on lean manufacturing principles. Additional
research, sales and customer support activities are
carried out in Apeldoorn. The Richmond, BC office is
the headquarters for Plug Power’s motive power unit.

Plug Power’s current form 10-K is available at
www.plugpower.com/investors/SEC.htm



oroduct commercialization

Plug Power today focuses on two commercial product lines:

AT TR
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GenCore®

GenDrive™
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GenCore® backup power solutions for
telecommunications, broadband, utility and
uninterruptible power supply applications.

GenDrive™ fuel cell power units and hydrogen
refueling technology for lift-truck fleets used in
high-throughput warehouse, distribution and
manufacturing facilities.

Plug Power has made significant headway into the
$1.9 hillion global market for backup power for the
telecommunications industry. GenCore fuel cells have
proven to be a cleaner and more economical alternative
to current technologies, lead-acid batteries and diesel
generators, for telecommunications companies seeking
cleaner, more reliable energy with lower life-cycle
costs. Our GenCore product offers:

— A cleaner and healthier alternative for
electricity production.

— Efficient, constant power production.
— A reliable and responsive solution.

— Increased energy diversity and security.

Likewise, the $1.5 billion motive-power market for
electric lift trucks holds great promise for hydrogen

fuel cells. Plug Power has already engaged some of
North America’s largest material handling operators
such as Wal-Mart and Sysco. Initial beta-testing and
follow-up trials have shown that GenDrive offers several
advantages over incumbent technologies:

— Increased productivity.
— Reduced operational costs.

— Reduced need for space now devoted to
battery rooms.

— Elimination of all emissions.

— A seamless transition from lead-acid batteries to
fuel cells and hydrogen refueling.

A separate Plug Power business unit works to develop
the next generation of continuous power products

and advanced concepts. Within this division, a third
product line, GenSys®, targets off-grid prime power
applications that can benefit from lower costs of
maintenance and fuel and longer life than internal
combustion engines.



In addition, Plug Power participates in several long-
range initiatives with great potential to contribute to an
emerging hydrogen economy. These include:

— A partnership with Honda to develop a home
fueling station.

— An unprecedented transatlantic alliance, funded by
the U.S. Department of Energy and European Union,
to develop and demonstrate high-temperature
combined heat and power PEM fuel cell systems.

— Research and development of solid oxide fuel cell
systems that are expected to provide a low-cost,
high-efficiency alternative to PEM systems in
certain markets.

Plug Power’s product overview page is at:
www.plugpower.com/products/overview.cfm

[t has taken longer than we expected to move from
early commercialization of fuel cells to their broad-
scale adoption—and profitability. Nonetheless, we
remain convinced that market forces and environmental
realities are requiring all of us to reconsider the way
we produce and use energy. Fuel cells represent a
disruptive technology. We envision a hydrogen economy
based on distributed energy production with a mosaic
of complimentary alternative energy sources.

We see emerging technologies taking us there.

[t won’t happen overnight, for Plug Power or our
society. But the companies that prepare and lead the
way will profit the most as the energy transformation
occurs. Our products will become increasingly
important in moving society towards a more sustainable
and diversified energy supply. And our commitment

to sustainability will get us there faster—because our
social and environmental impacts are key indicators of
our company’s success.

Plug Power is powered by passionate individuals who
all want to transform the energy industry in ways

that enhance three bottom lines: people, planet and
profits. Our commitment to sustainability reflects these
values. Our ongoing efforts to integrate our social

and environmental benefits into our business will lead
to new business opportunities and new challenges.
Our innovative employees are empowered to find
creative solutions.

Ours is not yet a profitable company. But we are
optimistic about fulfilling the promise of a company
that is poised for robust growth and profitability in
tomorrow’s energy landscape. We are committed to
evaluating and adapting our business practices and
processes to more deliberately reflect our social and
environmental bottom lines.

As a company that provides clean, reliable energy solutions,
we help drive sustainable practices for our customers.

That's why a focus on sustainability is critical to our success. Sustainability at
Plug Power means we must respect people, planet and profit.
And it requires us to act as a global steward for our generation and future generations.
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M fuel cell process

A fuel cell is an electrochemical energy conversion device which
converts chemical energy from a fuel directly into electricity and heat.
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When operated on hydrogen, the fuel cell produces this
energy with clean water as the only by-product. Unlike

a battery, which is limited to the stored energy within, a
fuel cell is capable of generating power as long as fuel

is supplied.

A single fuel cell consists of an electrolyte sandwiched
between two electrodes, the anode and the cathode.
In the proton exchange membrane (PEM) fuel cells
that Plug Power develops, hydrogen gas flows through
the channels of the fuel cell plate to the MEA. The
MEA, or membrane electrode assembly, is the heart
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Protons

Hydrogen is split into protons and
electrons at the MEA. Protons move
through the MEA to combine with oxygen
from the air. Electrons pass around the
MEA to generate electrical power.

Refer to our website for supplemental information:
www.plugpower.com/technology/works.cfm

Electricity is generated via an
electrochemical process versus
traditional combustion.

of the fuel cell. There, a catalyst causes the hydrogen
molecules to separate into protons and electrons. The
MEA only allows the protons to pass through it while
the negatively charged electrons follow an external
circuit to the cathode. This flow of electrons produces
electricity. On the other side of the fuel cell, oxygen
gas is drawn into the channels to the cathode. When
the electrons return from generating electricity, they
react with the oxygen and the hydrogen protons to
form water. This reaction generates heat that can be
captured and used outside of the fuel cell.

The outputs from the fuel
cell are electricity, water
and heat.
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