The Air Resources Board of the State of Californiairgently needs to
choose a direction in regards to residential biomasenergy.

While the European Union, and the federal goverrnr{iRBESA), have made
residential biomass heating appliances key compsraériheir move
towards carbon neutral fuels, the Air Quality Oigs under the California
Air Resources Board, are making rules that outlagiscourage renewable
biomass home heating appliances.

Residential Biomass heating is a sustainable andwronmentally sound
alternative to fossil fuels.

The technology behind pellet fueled appliancesvéstpfurnaces, and
boilers), has made huge steps forward in the gears. Manufacturers are
building appliances that can cleanly and efficightat using timber
industry and locally generated agricultural wasteese appliances are
increasingly automated, with constantly monitoriegperature controls &
modulating heat outputs, similar to the most adedrgas furnace systems.

Pellet stoves, fireplace inserts and residentiaddoes and boilers are clean
burning. Particulate hydrocarbon emissions aregdly below 1 gram per
hour, 86% lower than the EPA’s clean-burning stathder wood heaters.
Residential biomass wood pellet combustion prodtioesowest amount of
acid equivalents per unit of heat of all the homa&ce heating options.

The disconnect between the ARB and the local AQMDs

California air districts have very specific mandaéad neither renewable
energy nor global warming is among their prioritiesmaking laws to meet
attainment goals for PM2.5, some air districts fineimplest to restrict all
solid fuel appliances. While lumping pellet appbas in with open
fireplaces and pre-EPA wood stoves, may simpligydir districts message,
pellet fueled appliances do not represent a siamiti part of the particulate
problem and should be embraced as a part of ti@l

Without some direction and focus from the ARB, laaa districts may soon

inadvertently eliminate one of the best and brighselutions for
California’s long term energy self sufficiency.

The following is a brief overview



Biomass Overview
Residential Biomass Energy Overview

KEY INDUSTRY FACTS

« Thousands of homes are now heated with biomass 8 - Biomass
fuel available in the Western US will heat approaialy 130,000 homes
in 2008. Nationwide there are over 650,000 psliete owners. There
are over one million homes, businesses and scheolg pellet heat for
fuel according to the Pellet Fuels Institute. Plagential for growth in
biomass is enormous due to our forest and farnuress. In the future
farmers will be growing dedicated energy crops Wwhidll be used for
biomass heating.

- Pellet mills are located throughout the country, mee are being built
each year -There were approximately 1.5 million tons of pislle
consumed in the US for the 2006-07 heating seasom &pproximately
60 pellet mills. Pellet production is expectedtow about 50% this
year. There are 23 new mills in the U.S. expetidak producing pellets
in 2008.

- Biomass industry creates jobs in a number of key olustries - Pellet
production mills are a growing industry which hlas potential to create
many jobs especially in rural areas and boost nagjieconomies. Pellet
mills have a trickle down effect with respect tb greation. Additional
mills will reduce transportation costs and thereffurel costs, making the
fuel even more cost effective for homeowners. Asarhomeowners
convert to biomass pellets, jobs will be addedhanrmanufacturing,
transportation, retail and service sectors of theket.

- The State of California has significant biomass resirces.
Agricultural and forest waste produced in Califarnan be used to heat
homes and businesses with a carbon neutral fu¢heAsame time we
would be creating an economically viable, air gydliendly, solution to
dispose of crop waste.

« Good businessln 2006 100% of the pellet fuel consumed in Catifar
was imported from other states. Encouraging laeall production would
help state and local economies and be right inditle California’s
commitment to reduce carbon dioxide emissions.
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Well established network of experienced applianceeadlers- There is
an established network of appliance dealers ineplaughout the
country that sell, install and service biomass&soand central heating
systems. Many of these dealers are industry mettihrough the
National Fireplace Institute (NFI) as well as fagttrained and certified
for the products they sell. Many of these dedbetsng to the Hearth
Products and Barbecue Association (HPBAW.hpba.org, or the
Pellet Fuels Institute (www.pelletheat.org).

The efficiency of biomass fuel production is far biger than making
ethanol from corn or cellulose Biomass wood pellets use less energy
to produce per BTU of useable heat than ethanaol frorn or cellulose.
The production efficiency and high fuel value gilbademass an
advantage over other renewable fuels for homengpati is sound
energy policy to put more resources into renewaidsn burning
biomass.

Greenhouse gas emissions are reducedtomass is clean burning and
is considered carbon neutral. A typical homeowneZalifornia uses 2
tons of pellets per year offsetting 2.5 tons of2€Rissions. Nationwide
the equivalent of 187 million gallons of gas & ard 2 million tons of
COz were displaced by using biomass wood pellets (200 heating
season).

Biomass is the only major renewable energy sourcédt is
unsubsidized— Biomass represents a significant percentageeof t
renewable energy used in the United States bsitlita only fuel which is
unsubsidized. Tax credits for biomass conversiereasential for the
growth and development of the biomass industry. Hihergy Policy Act
of 2005 which was signed by President Bush incladis< credit for
homeowners but the bill is in limbo at the Deparnitn& Energy and
remains unfunded.

An average homeowner may save 25% or more in heagjrcosts -
Pellet prices vary across North America and reflleetcost of raw
materials, manufacturing costs, and transportatrmhhandling costs.
Homeowners have reported savings of 25% or more.

BIOMASS PELLET BURNING APPLIANCES
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Wide selection of pellet burning appliances There are currently
hundreds of models of pellet stoves and fireplaseris produced by 23
manufacturers in North America. Homeowners artallisg stoves in
central living areas and using the stoves as sampi&al heating sources
and converting heat wasting fireplaces into heasygjems. Due to the
nature of zone heating many homeowners are hetigngentire homes
in this fashion. Some appliance manufacturers @isduce central
heating pellet furnaces and boilers for residemagpglications. Fuel
storage and delivery systems for these centraifgegystems will help
make the use of biomass pellets even more conudioiewhole house
heating. There are a number of large biomassrisaled furnaces
available here, widely subsidized in Europe, fa usschools,
businesses and factories.

Clean burning - Pellet stoves, fireplace inserts and residefii@aces
and boilers are clean burning. Particulate hydtomaemissions are
generally below 1 gram per hour, 86% lower thanBR&'’s standard for
wood heaters. Residential biomass wood pellet cstidn produces the
lowest amount of acid equivalents per unit of lofatll the home space
heating options

Consumer friendly designs -Manufacturers are now building
appliances that are easy to use and require lassemance than pellet
stoves built 10 years ago. Refueling is only respionce or twice per
day and the ash created from burning pellets misgmal that many
stove models can burn 1 ton of pellets before #epan is emptied.
Some manufacturers incorporate microprocessor @tedrfeed systems
which provide a level of temperature control tlsaiore accurate than
many of the gas and oil heating systems on the eh&okiay.

No chimney required —Pellet stoves are power vented so they can be
“direct vented” through an outside wall of the honTéis allows
homeowners to install stoves without interferinghmexisting chimney
systems that are currently being used for theioogas heating systems.
This ssimple and low cost method of venting is possible in millions of

homes throughout the US,

Large scale commercial heating opportunities After more than
twenty years in residential heating, the pellet méustry has entered
into large-scale commercial applications, providmggt and energy
(boilers) to schools, theaters, prisons, manufaguacilities and farms.
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It is now possible to use pellet fuel in many paldr commercial
settings.

PELLETIZED BIOMASS HAS ADVANTAGES OVER WOOD CHIPS

AND RAW BIOMASS

Wide range of raw materials available for making p#ets - Pellets can
be made from waste products such as waste papapirghpallets, forest
residuals, corn stalks, bark, brush, grasses amd.g€urrently most
premium wood pellet fuel is made from saw dust fiaw mills, and or
wood scraps from furniture manufacturers.

Pelletizing biomass increases the heating value antbhkes the fuel
easy to transport and store Substantially lower moisture content (4%
to 8% water — compared to 20% to 60% for raw bi@hgsses the fuel a
higher BTU value. Higher density (40 Ibs. per culbi verses 10-25 Ibs.
for raw biomass) increases the stability of the &nel reduces the
amount of truck space required to move the fudle pellets can be
bagged or delivered in bulk and stored in silos faadnto heating
systems using off the shelf augers typically usgthbmers to feed
livestock. Once compressed and dried, pellets tianl form with

natural lignin which means that no glue or bindeesrequired. Pellets
are safe to transport, and do not pose environrhpollation or
explosion risk from spills as non renewable fokszls do.

Pelletized biomass is standardizethroughout North America — The
Pellet Fuels Institute has developed standardsdibet fuel diameter,
length, ash content and dust fines. The uniformneadf the fuel
provides advantages for appliance manufacturergarmbnsumers who
demand a consistent easy to burn fuel.

RENEWABLE ENERGY SUBSIDIES & PENDING LEGISLATION

Only 6% of US energy comes from renewable sourcedn 2004 8% of
US energy came from Nuclear power, 40% from petmole23% from
“clean coal”, 23% from Natural gas and only 6% cdroen renewable
energy sources. Most of the major sources of greng currently
subsidized.

Energy bill was passed in 2005The Energy Policy Act of 2005 is the

official title of the energy bill, passed by Conggen July 2005, and

signed by President George Bush on August 8, 2Z00& full energy bill
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Is over 1,200 pages of text and encompasses thasisdiprovisions
related to energy production, distribution and d¢ost variety of fuels.
This is the first comprehensive federal energyqyaio pass Congress
since 1992.

« Tax credits for homeowners for biomass stoves anatral heating
systems RESA, The Renewable Energy Security ProvisiongTit
(A), Sec. 206) provides a discount of 25%, cappekB8#00, for
consumers choosing renewable energy appliancdsding pellet
stoves, with a thermal efficiency rating of 75%heTprovision gives
oversight and full administrative authority to tie5. Department of
Energy to operate the rebate program. Addition#hg provision
authorizes funding levels for the program, butiesl require additional
action by Congress, in the form of an appropriaioreasure, in order to
implement the programiNo money has been appropriated by the U.S.
Congress for the implementation of this portion of the bill by DOE.
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