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Presentation

A Canadian wood pellet industry update
A Insurance and safety issue
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Canadian annual pell@roduction capacity
as of June 1, 201dtonnes

Plants Average Largest Total %

Western 16 118,000 400,000 1,889,000 64%
Canada

Eastern 21 58,000 130,000 1,042,000 36%
Canada

All of 37 79,000 400,000 2,931,000 100%
Canada
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New Capacity 20101

New Capacity
Province (tonne/yr)

1 Northwest Wood Preservers Vanderhoof BC 30,000
2 Pacific BioEnergy Prince George BC 180,000
3 Pinnacle Pellet - Burns Lake Burns Lake BC 400,000
4 Firemaster Kamloops BC 30,000
5 Highland Pellet Manufacturing Merritt BC 29,000
6 [Tahtsa Pellet Burns Lake BC 30,000
7 Groupe Savoie St-Quentin NB 55,000
8  |Holson Forest Products Roddickton NL 50,000
9 Granulco Sacre-Coeur QC 20,000
10 |Granules de la Mauricie Shawinigan-Sud QC 22,000
11  [Trebio Portage-du-Fort QC 130,000

976,000
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Western Canadian Plants

A Mostly overseas export focussed

A Pellets loaded on rail cars at plant site

A Rail to Vancouver or Prince Rupert

A Unloading and temporary storage at terminal
A Bulk carrier to Europe or Asia
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Eastern Canadian Plants

A Domestic and NE US focussed
A Small plants and high fibre cost

A 1 million tonnes capacity
competing for 100,000 tonnes
marketc mostly bags

A Just 3 of 21 plants shipping
overseas from Halifax and
Belledune

A Need to pook create
marketing/shipping company
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Canadian pellet shipmentstonnes*

2010 2011F

Europe 1,350,000 1,700,000
North America 90,000 90,000
Japan 60,000 60,000
Korea 0 50,000

1,500,000 1,900,000

*estimates onlyg Statistics Canada does not track wood pellets as a

separate product and producers are reluctant to share data
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European markets for Canadian pellets
A Belgiumg power generation

A The Netherlandg power generation

A United Kingdont power generation

A Denmarkg power/district heating

A Italy ¢ residential heating

A Canadian market share in Europe ~ 15%
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Estimating European wood pellet demand
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*Some experts forecast more than 50 million tonnes for 2020
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Known:
A 20-20-20 targets
A National action plans

Unknown:
A National renewable energy support schemes

A Will pressure on national governments to reduce deficits
result in loss of renewable energy subsi@®es
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European pellet economics as of May 2011*

Coal euro/MWh cif ARA €12.32
Carbon emissions euro/MWh coal 5.72
Combustion efficiency adjustment  euro/MWh biomass -1.9€

16.0¢
Wood pellets euro/MWh cif ARA 27.3€

Spread to be bridged by subsidies  euro/MWhcif ARA € 11.3(

*Source:Forest Energy Monitppublished by Hawkins Wright
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European Industrial Wood Pellet Buyers Group

Dong,Drax Electrabel EONFortum, RWEVattenfall
Holding private meetings since June 2010

Planning to impose on producers:
I Standard contracts

I Universal product standards

I Mandatory sustainability criteria

A Producers have been excluded so far, but invited to
particpatestarting in September 2011

o To Ix

: Competition
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APXENDEX & Port of Rotterdam Plans*

A Biomass exchangestarting with pellets in 2011
A Trade for 5 hours twice weekly
A 9 contracts per session: 3 month, 3 quarters, 3 years

A Initially nonclearedg counterparties made known to
each other at conclusion of trade

A Physically settled (as opposed to cash settlement)
A Strict sustainability criteria

w Port of

” Rotterdam

*Source: Hawkins Wright ——
apXx-_-endex
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South Korean Market Situation

A Committed to 306GHG by020

A RPSor power generation: 2012 2%

A Increase Y2% annually unt2022¢ 10%

A Biomass energy target for 2020: 4,211,000 toe
A Pellet equivalent: 10 million tonnes
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Insurance and Safety Issu

A Unacceptable frequency of
Incidents

AwAaAiAy3a 62NJ] SNAEQ
premiums:

I 2008: $1.33 per $100 of payroll

i 2011: $2.04 per $00 of payroll equals
54% increase

A Some members refused insurance
A Insurers leaving the sector
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