Nacogdoches Power Project

Project Summary
100 MW Biomass-fired Facility
Nacogdoches County, Texas

* The 15 MW biomass-fired Alexandria Power Proje:
developed by Energy Management, Inc.
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Nacogdoches Power Project

100MW biomass-fired plant
Primary fuel is wood waste

Located in Sacul, TX in
Nacogdoches County

Fully permitted

Interconnection studies
complete

Joint venture between
BayCorp Holdings, Ltd. and
Energy Management, Inc.
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Experienced Development Team

BayCorp Holdings, Ltd. § Energy Management, Inc.

Merchant energy Project Development

Located in Portsmouth, NH Located in Boston, MA
Privately-held (formerly traded  Privately-held (30 years of

as “MWH") experience)

Owned 174 MW of New Developer, owner and operator

England generation 15 MW wood-fired project
Owns/operates New England  (Alexandria, NH)

hydroelectric generation 6 natural gas-fired power
Developing additional projects (860 MW)

renewable generation Sold portfolio to focus on
Owns and operates oil and renewables

natural gas resources in Texas
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Nacogdoches Project Benefits

Renewable Uses a renewable fuel and results in roughly twice
the greenhouse gas benefits of other types of
renewable energy

Reliable Greater than 90% availability

Price Predictable pricing, customers protected from

Predictability natural gas price volatility and cost of carbon
controls

=conomic Creates nearly 500 jobs in the local community

Development

Timely Avoids future construction cost uncertainty because

project is ready to begin construction
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Biomass Energy is Renewable

Biomass - organic material from trees
Contains energy stored from the sun
Can be regenerated in a sustainable manner
Biomass is recognized domestically and internatipnas renewable

Of the 33 states with Renewable Portfolio Stand&@ri#isS) or goals, all
of the statesecognize biomass energy as an eligible technology
(including Texas)

Biomass qualifies for Green-e certification
Biomass gqualifies for the federal Production Tardr (PTC)

Biomass energy projects are eligible under therClzevelopment
Mechanism and Joint Implementation of the Uniteddtes Framework
Convention on Climate Change (UNFCCC)

8/15/2008 Slide 5



Support for Biomass Energy from Leading
Environmental Groups

World Wildlife Foundation (WWF)

“WWEF will work with [the] biomass industry and the power
sector to promote biomass as a replacement for unsustainable
energy production and use.”

Natural Resources Defense Council (NRDC)

“Biomass helps America lower toxic pollutants in the air and
decreases our reliance on foreign olil”

Union of Concerned Scientists (UCS)

“Blomass energy brings numerous environmental benefits—
reducing air and water pollution, increasing solil quality and
reducing erosion, and improving wildlife habitat.”
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Biomass Energy Does Not Increase Greenhouse Gas

Biomass energy is considered a zero-greenhousergeisng
technologyby the Regional Greenhouse Gas Initiative (RGGthe
Northeast U.S. and the EU Emission Trading SchétheETS)

Carbon emissions from the biomass used as fueldredntually
have been emitted through some other mechanismdgcgy)
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Biomass Energy Can Reduce Greenhouse Gase:!

i
“The record shows that electric generation usimgrass that would
otherwise be disposed of under a variety of congeat methods (such as
open burning, forest accumulation, landfills, cosipng) results in a
substantiahet reductionn GHG emissions

California Public Utilities Commission, January Z0Mecision 07-01-039

Biomass plants that use waste wood reduce the gtiodwf more potent
greenhouse gases caused by decomposition - methaQe2b times more
potent than carbon dioxide (GO

NREL estimates that a biomass-fired facility widheéeve al48%
reductionin global warming potential compared to coal

Reduction attributed to the Nacogdoches projeesisnated at
approximately 300,000 metric tons of Ce&xyjuivalent per year
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Other Environmental Benefits

Contributes to healthy forestry practices
Reduction in wildfire risk

Improvement in solid waste management

Helps alleviate environmental problems caused by natural disaste

Disposal of waste after such incidents incurs costs and utilizes
landfill space

Open burning of waste can cause significant air quality impacts
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Proven Boiler Technology

Bubbling fluidized bed boiler
with back-end emissions controls
(SNCR, baghouse)

Continuous emission monitoring | 1" 2% |

Efficient combustion

Over 15 years of operating
history for bolilers of this type

A similar sized boiler in
operation for over five year
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Alr Emission Controls
NO

X
Bubbling fluidized bed boiler design & combustion controls
Selective non catalytic reduction (SNCR)
SO,
Biomass is an inherently clean fuel in terms of sulfur content
Inherent scrubbing of exhaust gases by calcium content of fuel
Particulate Matter
Baghouse
Other Emissions
Bubbling fluidized bed boiler design & combustion controls

Inherent scrubbing of exhaust gases by calcium content of fuel
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Other Environmental Considerations

Water Discharge
TPDES permit issued

TCEQ considered the impact of the discharge on water quality
and the aquatic resources, including temperature impacts

Ash

Is a non-hazardous material and no disposal permit required

Potential for beneficial use of ash as soil enhancer
Endangered or threatened species

Review performed as part of 404 permitting process

No endangered or threatened species or critical habitat identifie
Cultural resources

No cultural materials or evidence of occupation

No further investigations warranted
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Potential Biomass Fuel Sources

Fuel Requirements ~ 1 million tons per year

In-forest residues Urban wood residue

e Slash and cull trees  Wood & brush from clearing,
* Pre-commercial thinnings tree trimming & landscaping
Wood processing residues Opportunity fuels

* Round-offs, end cuts o Storm debris

e Sawdust, shavings  Agricultural waste

* Reject lumber

Other waste materials
 Discarded pallets and
packaging wood
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Wood Fuel Supply

Independent studies indicate over 2 million tons of logging
residue and over 2.5 million tons of mill residue are produced
each year within a 75 mile radius of the plant

Project-specific study by established forestry consultant confirms
that sufficient wood fuel is available at an acceptable price

Type Demand Total Potential Project Supply
(Tons per year) (Tons per year)
Logging Residue 600,000 2,500,000 - 2,800,000
Mill Residue 250,000 900,000 - 1,100,000
Waste Pallets 75,000 100,000
Municipal Wood 75,000 100,000
Total 1,000,000 3,661,000 — 4,161,000
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Fuel Sustainablility — Logging Residue

2007 Texas Forest Service Redditmass from Logging Residue
and Mill Residue in East Texas

Estimates 2.5 million tons of logging residues were produced
In 2005 in the Procurement Area, an increase of 200,000 tons
from the prior reporting period (2003)

Concludes, Most of the logging residue in East Texas has not
been marketed for competing uses and is left at the logging
sites.”

2006 Advanced Ecology Study found that for the procurement are:

Based on logger interviews and studies the 15 million tons of
wood harvested in 2005 equates to 2.8 million tons per year of
logging residue
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Economic Benefits

Economic Development
200+ construction jobs during three year construction period
Approximately 38 new permanent plant jobs

Hundreds of secondary employment in biomass procurement
(logging, forestry, trucking, processing)

US DOE estimates 4.9 workers per MW of installed biomass
capacity:100MW x 4.9 = 490 jobs!

Supports existing local businesses and encourages new investn
Biomass fuel dollars stay in the local and state economy

Long-term contracts will enable local loggers/chippers to make
capital investments

The project will provide stable demand for wood
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Economic Benefits (cont’d)

Lowers electricity rates

Dispatch analysis shows millions in annual savings to electricity
consumers in Texas

Fuel diversity and security from a domestic fuel source
Provides reliable base-load power
Reduces dependency on foreign resources
Provides stablility from volatile fuel prices
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Support Letters

“The Nacogdoches County Commissioners Court istal support of the plalns
for Nacogdoches Power LLC; creating a future bisygenerating facility in
Sacul, Nacogdoches County, Texas.”
-Nacogdoches County Commissioners Court — August 8, 2008

“There are significant energy, environmental, acon®mic benefits that will
result from this plant for East Texas and the oé¢hhe state.”
- Representative Wayne Christian, State Representative Distrigtugust 13, 2008

“Biomass electric generating facilities hold grpedmise for the economy in
East Texas, where renewable wood fuel resourcgdeméful and
underutilized.”
- Senator Robert L. Nichols, State Senator District 3 — January 31, 2007

“I have met with the developers, and they assur¢haikethey are committed to
this project, which is designed to provide sigr@aht benefits to Texas electricity

consumers...” .
- Former Senator Todd Staples, State Senator District 3

(Current Commissioner Texas Dept. of Agriculture) — July 11, 2006
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Unprecedented Events Are Driving Up Power Costs
I
Natural gas, coal and crude oll prices hit record high levels in 2008

Equipment costs rising dramatically due to:
Steel, copper aluminum and other commodity prices skyrocketing
Global demand for power generation equipment
Dollar decline against foreign currencies

Construction costs rising

Credit crisis increasing debt costs

As a result the cost of power from all types of power plants is
Increasing dramatically
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New Generation Capital Cost Increases
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Nacogdoches Power’s Cost Advantages

. . . . 0
In reducing power plant operating and capital gase matters due to
economies of scale

For biomass plants, the size is limited by the [ab# fuel supply within
an economic transportation distance

100 MW is the largest practical size for a projadEast Texas

The Nacogdoches project, at :00MW, provides theimax economy
of scale

Acting quickly to lock in capital costs is critical this time of increasing
costs

The Nacogdoches project is ready to begin construat early 2009 and
will begin generating clean, renewable energy ih220
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For More Information

Nacogdoches Power, LLC
www.nacogdochespower.com

1 New Hampshire Avenue, Suite 207
Portsmouth, NH 03801
Tony Callendrello (603) 766-8748
acallendrello@baycorpholdings.com
Len Fagan (617) 904-3100, ext. 122
lenfagan@emienergy.com
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