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Disclaimer

This presentation and the information contained therein, as well as any additional documents and
explanations (together the “Presentation”), are for your information only, and EAA is not soliciting
any action based upon it. The Presentation is not intended as, and does not constitute, an offer or
solicitation for the purchase or sale of any security or other financial instrument of EAA or of any
other entity. Similarly, the Presentation is not intended to constitute, and does not constitute,
advice or a recommendation by, or with respect to, EAA or any other entity. Any offer of securities
would be made pursuant to definitive documentation that may contain material information not
contained herein and to which all prospective purchasers would be referred.

Opinions expressed herein are EAA’s present opinions only. This Presentation is based upon
information that EAA considers reliable, but EAA does not represent, guarantee, or warrant,
expressly or implicitly, that the Presentation is accurate, complete, or suitable for any particular
purpose, and it should not be relied upon as such. EAA is not obliged to update or periodically
review the Presentation. EAA accepts no liability with respect to, or arising directly or indirectly out
of, the Presentation.

The distribution of this Presentation in certain jurisdictions may be restricted by law and persons
into whose possession this Presentation comes are required by EAA to inform themselves about,
and to observe, any such restrictions.
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Firm Overview

Energy Asset Advisors, LLC provides full-lifecycle financial advisory & project support
solutions to Clients in the renewable & conventional energy industries.

Energy Asset
Advisors, LLC

>

Financial Advisory

/ Structuring And \

Closing Debt &
Equity For
Development And
Traditional M&A
Activity, Financial
Optimization &
Corporate
Consulting Services

Project Support

- /
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/ Origination, \

Structuring &
Negotiation of
Commercial
Agreements, Due
Diligence, Merger
Integration,
Government
Relations, Gov’t
Grants, Incentive &
Financing and
Interim

Management

K Solutions j

Why EAA?

Seasoned professionals that average 20 years of
energy financial service experience

Unigue experience as members of middle-market
and bulge bracket sell side firms as well as private
equity investment firms

Strong experience with conventional & renewable
energy projects technologies

Dedicated senior level professionals to ensure
efficient execution

Boutique firm that provides small and mid-cap
companies with bulge-bracket service

A local, national and international network of
energy investors

Strong sense of urgency: In a transactional world,
timing and accuracy drive successful deal

execution
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State of the Market - US

Biomass power & Biofuels are an important and growing
component of the broader energy industry

Nonhydropower renewable sources meet 41% of total

electricity generation growth from 2008 to 2035 Biofuels meet most of the growth in liquid fuels supply

billion kilowatthours million barrels per day
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State of the Market - US

Despite its importance for power & fuels, the domestic
biomass industry as a whole is challenged

e Cost/ MWh

e Unlikely to be competitive w/natgas
or coal w/o carbon / GHG legislation

e Wood Chips can competitive w/solar
& wind

e Wood Pellets too pricey w/o carbon /
GHG legislation

e Tailoring (3 yr breather)

e Boiler MACT & CISWI—new rules
being implemented

e Hostile legislative climate
¢ Environmentalists / Public Opinion

e Serious misunderstanding / mistrust of
industry practices (esp. sustainability)
and carbon-neutrality of biomass

e  “Nothingthat burns can be
good!”
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e Rays of Hope

e State-level RPS

e BCAP

e Partially defunded by budget compromise

Levelised cost of energy, Q3 2010 ($/MWh)
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State of the Market - EU

In the absence of US federal carbon 300

policy and with continued spiraling

demand from EU countries, the US

biomass pellet industry will remain = B
almost entirely export focused e — o

Figure 4—United States pellet and waste wood exports
(U.S. International Trade Commission 2009).
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State of the Market
(Biomass Resources & Pellet Production)

Biomass Resources of the United States
Forest Residues

North American Pellet Production Facilities

Biomass Resources of the United States
rop Residues

Source: USDA

Despite EU subsidies favoring ag-oriented
biomass, US production will remain largely
focused in forest-dense areas due to existing pulp
& paper infrastructure & favorable port access
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State of the Market
(Business Models)

e Business Models
e All Export Driven / Oriented
e Majority Model
e US-sited, US-owned (Undisclosed Client)
e Can include cellulose coops

e Minority Models
e US-Sited, Foreign-Owned (Green Circle)
e Foreign-Sited, US-Owned (Undisclosed Client)

e The “Dixie Green” Hangover

e Still a factor for US investors
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State of the Market
(The Impact of Torrefaction)

e European utilities willing to do things for start-up torrefaction entities that
they won’t do for standard pellet companies

e View from Europe is that torrefaction is the best way forward

e (Cap on standard pellet opportunities / development

e Europe getting short on time to line up the biomass supply chain

Hardgrove
Grindability
Index

Moisture
Content

Energy Value

Ash Storage

Densit .
y Content Behavior

per Ton

Southern Pine

4,100 - 5,700 Btu

35% -50%

20-25

19 - 23 Ib/ft3

~8%

Prone to Mold & Decay

Green Chips
Ag Residues 7,000 Btu 10% Unknown ~7% Prone to Mold & Decay
(Corn Stover)
Wood Pellets 7,800 — 8,000 Btu 5% -10% 25-28 | 38-431b/f® | 1%-5% | FronetoMold & Decay
Explosion Risk
Ag Residue Pellets 7,000 - 7,500 Btu 8% -12% Unknown 40lb/ft3 8% -9% No Data
Bituminous Coal 10,000 - 14,000 Btu 5% - 25% 50 50-53 Ib/ft*| 5-10% Stable
[V)
Torrified Pellets | 9,500 — 11,000 Btu <3% 50-55  |45-52Ib/f| ~4% Stable
(Hydrophobic)
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State of the Market
(Noteworthy Deals)

. . Strategic /
Company Investor Location Size Investment . g. Type
Financial
Intrinergy . us 1.3M/TPY . . Standard Wood
(Enviva) Riverstone (Various) (# plants - projected) 3250M Financial Pellets
. o us Strategic Standard Wood
Georgia BioMass RWE (Georgia) 750K / TPY $150M (Power) Pellets
Pinnacle Pellets Various Canada 750K / TPY Unknown Unknown Standard Wood
(5 plants) Pellets
e o Strategic Standard Wood
BioE E 22 23.

Pacific BioEnergy lectrabel Canada 5K / TPY $23.5M (Power) Pellets
Suzano Energia Suzano Papel e . Strategic Standard Wood
Brazil 1M/ TPY 1.3B

Renovavel Celulose SA razl 3x / °1.3 (Paper) Pellets
Undisclosed us 250K / TPY Undisclosed Undisclosed [ Torrefied Biomass
CONFIDENTIAL (Pending) (Various) (projected) (Pending) (Pending) Pellets
Undisclosed us 100K / TPY Undisclosed Undisclosed |Torrefied Biomass
CONFIDENTIAL (Pending) (Various) (projected) (Pending) (Pending) Pellets
Europe 60K / TPY . Torrefied Biomass
Topell RWE (Netherlands) (projected) $21M Strategic Pellets
Other Torrefied
Biomass Firms Various Various 200K / TPY $75M Various Torrefied Biomass
(Stramproy, Torrsys, (# plants - projected) Pellets
Rotawave)
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Final Thoughts — Take Aways

e The biomass industry is becoming
mature

e Entry of commodity markets, indices &
trading firms

e Biomass is a supply chain game

e He with the best supply chain (least cost,
most sustainable & reliable) wins

e BTU’s matter, but technology is
irrelevant (assuming you can prove it works)

e New product offerings have
disruptive potential

e Esp. Torrefaction
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Export markets will drive biomass
pellet deals for the foreseeable
future

e Accordingly, export market sensitivities —
especially sustainability of supply — will be
keys success factors

Solid deals — strong management,
clear economics & good plans —
will continue to be funded

e Likely sources will be European and other
foreign investors (see “Add’l Content”)

US energy policy disconnects will
not resolve in the near-term

e Biomass — power & fuel — will continue to be
a renewable energy “stepchild” (see “Add’l

Content”)
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Final Thoughts — Wild Cards

e US adoption of CES / RPS / Carbon Legislation

e Depending on the details, could create a major shift of focus by US utilities, IPPs and investors

e EU economic collapse

e  Would likely lead to a curtailment of current renewable energy subsidies, depressing the export
market

e Supply disruptions

e Unpredictable disruptions related to shipping, stumpage, environment, etc. will be a persistent
worry for investors

ENERGY ASSET ADVISORS
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Additional Content

e Biomass

e For a project-specific view of the biomass pellet market, visit
our website at http://www.energyassetadvisors.com/keys-to-
financing-a-biomass-pe/

e US Energy Policy

e For our view of an integrated path-forward for US energy
policy, see our presentation “Changing the Game for US
Renewable Energy Policy” available on our website at
http://www.energyassetadvisors.com/integrating-us-energy-

policy/
@ ENERGY ASSET ADVISORS
May 4, 2011 13



http://www.energyassetadvisors.com/�
http://www.energyassetadvisors.com/keys-to-financing-a-biomass-pe/�
http://www.energyassetadvisors.com/keys-to-financing-a-biomass-pe/�
http://www.energyassetadvisors.com/integrating-us-energy-policy/�
http://www.energyassetadvisors.com/integrating-us-energy-policy/�

Contact Information

KANSAS CITY HOUSTON

Charles R. Brettell @ ENERGY ASSET ADVISORS

Chris Elrod
Partner Partner

(713) 521-6520 office
(816) 824-3980 cell
bbrettell@energyassetadvisors.com

(713) 521-6520 office
(407) 474-7331 cell
celrod@energyassetadvisors.com

4309 Yoakum Boulevard | Houston | Texas | 77006
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