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OHIO AIR QUALITY

DEVELOPMENT AUTHORITY

March 3, 2010

Ms. Catherine Turcer, Director
Money in Politics Project

85 East Gay Street, Suite 713
Columbus, OH 43215

Dear Ms. Turcer:

T want to update you on our progress on your public information request

for communication between the Ohio Air Quality Development Authority and the

Ohio River Clean Fuels (Baatd Energy) project.

As I told you, as of the date of miy response, OAQDA had received no
request from the project to renew its bond inducement resolution. The day after
my letter, we were verbally informed that Ohio River Clean Fuels intended to
make such a request. Due to the fact that the original inducement had expired, we
informed the project it would be necessary to make a new application. That
application was received on February 23 and a copy is enclosed.

The company has not asserted any claims of confidentiality on the
contents of this application and, accordingly, it is being shared with you in its
entirety. In keeping with our standard practice, the company has been notified of
yout public information request and OAQDA’s intention to comply with it within
the parameters of applicable statutes.

We continue to review email files; to date, we have found no “hard copy”
correspondence between OAQDA and the company for the dates requested. As
soon as the email review is complete, I will share the findings of that review with
you.

Please contact me with any questions.

Sincerely,

AT

Mark R. Shanahan
Executive Director

CLEANATR

P, 003

CLEAMN ENERGY
ARRODOT BUSHERE
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Application to:

io- Air Qual]

Ohio Air Quality Development Authority

Application for Financing |
Of
Air Quality Facility

. | Ohio River Clean Fuels, L.L.C.

o 53,000 barrel per day

Coal/Biomass-to-Liquids Facility
Wellsville, Ohio

Submitted by:
Ohio River Clean Fuels, LLC

Buoard Energy, LLC

February 11, 2010
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RECEIVED .

Ohio River Clean Fuels, LLC FEB 23 2010

Baard Enevay, LLC DHDAE]\F; R!I.JHA#TY

February 12, 2010

Mr. Mark Shanahan

Executive Director

Ohio Air Quality Development Awuthority
1718 LeVeque Tower

50 West Broad Strect

Colurnbus, Ohio 43215-5910

Subject: Ohio River Clean Fuels Application for Financing Air Quality Facility
Dear Mark:

Enclosed is the subject application for the 53,000 barrel per day Coal/Biomass to Liguids project in
Wellsville, Ohio. As you know, our previous inducement expired this past month and we wish to
take the opportunity to update the Ohio Air Quality board and reestablish this important program for
the ORCF project.

There have been many significant milestones accomplished since our last application and these are
covered i the enclosed information package. The total projected cost of construction for the project
is covered on page 13 of the Presentation where we explain the justification for our request for a
$4.8 billion inducement based upon conterplated financing structure for debt and sub-debt.

As you know, the past 18 months have been a very difficult time for the debt markets. Added to this
is the umcertainty of the role that coal will play as our nation’s energy policy evolves. However, we
have included design and technologies that enable a comprehensive business model which address
the demand for environmentally responsible use of our abundant coal and biomass resources. Better
yet, we will produce ulfra-clean transportation fuels which can compete against imported crude oil
economically and environmentally, Finally, our State’s economy is more than ready for this job-
generating project to become a very important part of Ohio’s advanced energy portfolio.

We look forward to the continued support of the Ohio Air Quality Development Authority and the
State of Ohio for this very important project.

Sincerely,

Kcie Norfhac -

Stephan M. Dopuch
Vice President

CC:  Governor Ted Strickland
John A. Baardson

%60 NE TENNEY ROAD, SIUTE 110, #104 = VANCOUVER, WA 98685 = TFEL: 360-546-2342 = Fax: 360.574.2795 = WWW.BAARDENERGY.COM
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APPLICATION |
'Financing of Air Quality Control Facility
Ohio Air Quality Development Authority

Ohio River Clean Fuels, LLC

-—-—m—_— ‘

" Baard Energy, LLC
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RECEIVED

OHIO ATR QUALITY DEVELOPMENT AUTHORITY FEB 23 2010
APPLICATION FOR FINANCING OF AIR QUALITY CONTROL FACILITY OHARQUALITY
DEV. AUTH,
Type of Businass (Circle Al that Apply): Sole Froprieter Individual Parinership Corporation

Firn Association MNot-for-Profit Pablic Emtity

|. Name of Business Ensity: @1u0 River Glean Fuels, L.L.C.

800 MNE Tenney Road, Suite 110-1 M'Cit}r State & Zip: Vancouver, WA 85685
X .

Arddyess:
Coumty: __ UBA Telophone: (30 )_ 5462342 Fag (=m0 y 4402427
Contact Mame: _>tephan M. Bopuch Title:  Vice President

B.Mail Address; S00PUCH@Daardenergy.com yy.cie Address: Wiww.baardenergy.com

Baard Energy, L.L.C.

2. Pagent Corporation Wame and Address:
800 NE Tenney Road, Suita 110-104, Vancmuver, \WA BBEE8S

3., Wil Parent Corporation be involved in financing? X Ve . No

4. Applicamt’s Legal Cownsel: Kapiin Jones, Esq. -
Varnum, LLP

Company;
Address: 990 Bridge Street NW City, Stare & Zip: _orand Rapids, Michigan 45504
County: J-5-A- Telephons; (616 ) 336-8820 Fax: (816 )_336-7000

E-Mai] Address: KSiones@vamumlaw.com Website Addrass: _WWW.varmnumiaw.com

3. Brief deseriprion of proposed 2ir quality facifity. Please includs 2 copy of detafled project description including quantities of
polintion eonirolled andior prevented as well 2z enargy saved or rednced. Alsg incinde the equipment model and seriat
number(s).

53,000 bpd Coai/Biomass to Liquids facilily producing clean transportalion fuels.
Seo atiached summary.

& Approximate date(s) of sqnipment{s) delivary: 4013 for Major Companants

Approximate date actal construction will commence: 2010 Slte, 2011 Faclily Construction

7. Status of plans:
Conract with consilting cagingers | ]

Preliminary plans completed 1]
Detaited plans completed (Include copy of plany, if completedy [ ]
7. Inorder to satisfy statatory requirement, please indicate best estimates of the following:
o .

A, Present employment at subject facilicy:

B. Addsticanal foll-tme employmment that will be aeated ab the completion of this
pruj;_ct: 400 - 450

o County{ias) where Air Quality Faeility will be locased: Columblana County, Ohlo
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10,

11.

ESTIMATED COST OF FACTLITY
TOTAL COST COST ELIGIRLE FOR FINANCING
A. ProjectNo.
See Attached Summary $6 Billion $4.8 Billion
Sub-Total __ : 5
B. Supporting Services and ‘
Contingency 3
Total $6 Billion s $4.8 Billion
FINANCING INFORMATION
Proposed Lender: i/lorgan Stanley |
Lown Officer name: David Albert Title: - Managing Director
. Adaress: 1585 Broadway City, State & Zip: _New York, NY 10036
County: Telephone: (212) 7611222 Fax: ()

FMail Addrcss: 98Vid.albert@morganstaniey.com  wepeire Address:

Loatt Amonnt: $4.8 billion Tterest Rates 180 . ClosingDatnRo:queéted: TBD ‘

AUTHORIZATION

This application must be signed by the applicant or an officer of the corporation.

Name: %m 228 -QDQ'MC-“' ~ -

Titte: Vice President Dage: [ 0rUary 10, 2010
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EXECUTIVE SUMMARY

Ohio River Clean Fuels, L.L.C.

P 010
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Ohio szer Clean F uels, LLC

"'<LM EI,"..— DL —

P ﬂ”‘?
Baard Energy, LLC

PROJECT SUMMARY

53,000 BPD COAL-TO-LIQUIDS FACILITY
WELLSVILLE, OHIO

February 2010

Baard Energy, L L.C. » 800 NE Tenney Road s Suife 110, #104 » Vancouver, WA 38685
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A. The Company

Baard Energy, L.L.C. (“Baard’), through its affiiate Ohic River Clean Fuels, L.L.C. ("ORCF” or “the
Compary™, has commenced development of a 53,000 barrel per day (bpd) coal-to-liquids (“CTL") facility at
Wellsville, Ohio (the “Projact”). DBaard and its affiliated companies has over 20 years of experience in the
design, development and construction of a variety of energy projects, including natural gas powered electric
generating facilities, ethanol production plants, biodiesel production plants, and coal to liquids projects. Baard
is a private project development company based in Vancouver, Washington. ‘

Recently, the Company entered into an agraernent with European American Equities, LEC (EAE) and will work
together in the development of the Ohio River Clean Fuels project as well as other global opportunities in the
alternative energy indusity. EAFE has a 20% ownership interest in the ORCF Project.

B. The Projact

Continued high prices for transportation fuels coupled with increased concern about snergy security has led io
a focus on the developmeni of domestically sourced fuel supplies, especially those that have desirable
emissions profiles. With the largest coal reserves in the world, the U.5. is particularly wel-positioned for the
development of coalto-liquids projects for the production of Fischer-Tropsch (‘FT7) fuel. Many paries,
including the Department of Defense, have procleimed their preference for the widespread adoption of FT
fuel, States with significant coal reserves have also been active proponarts for varlous GTL projects, Below
iz a simple block flow diagram depicting the CTL process:

. Ehentendsl Suliur, Mareuny
and Pure GO,

Gastfication

Interial Recycla

i
W hes g Watter 25 Blowdown

Retiowrable Diegalllet Fusls

I
1
: Naplitha

The Company intends to develop and construct the Project in fhrea phases — a first phase that congists of 2
17,600 bpd CTL plant, followed by a second and third phases fo expand the aggregate capacity to 53,000
bpd. Each phase will involve a production train that consisis of two gasifiers feeding into one FT reactor. One
refining process will be constructed during the first phase and wil have sufficient capacity to handie the output
from all three traing. In addition, the Project will utilize the Rectisol™ process developed by Linds and Lurgi to
clean, isolate and capture carbon dioxide for use in enhanced oil recovery ("EOR”) in neighboring ofl fields in

Eastern Chio.

The Project has partnered with the Columbiana County Port Authority (“CCPA") to secure & 1200 acre site
adjacent fo the Ohio River.  The site has easy barge access, rail access through the Norfollk Southern main
lines and proximity to abundant eastarn bituminous coal reserves. The site is located within 20 miles of oil
fialds which are waill-suited for the injection of carbon dioxide captured from the CTL production process for
EOQOR. The Project expects to uge a combination of eastern hifuminous coal and biomass to produce fuels
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Page 3 of 7 Ohio River Clean Fuels L.L.C.

including ultra low sullur FT dieseal, et fuel and naphtha, all with a lower emissions profile than traditional
petroleum based products.

Below is a basic overview of the inputs and outputs of the Project both for Phase | and fully developed.

inpuiz ~ Optimized for FTDIssel - [SI::lzs;r:a.ln) Des:lgied
# Gagifiars 2 B
#FT Reactors 1 3
Gagltter Coal Capaclty, Short ton per day 4,400 4,400
Coal Type . Pitt #8 Pitt #8
Raw Coal Feed rate, short ton day 9200 27,600
Drind Coal Faed rate (to 1.6%), short ton/day 8,800 28 400
Efficlznay, HHY : . A7 A7
Post-commissioning Availability 86% 93% '
Cutputs
Total Liquids, bblfday 16,200 £3,000
FT Diseal & Naphtha Product, bblfday 10,400 0,000
FT LPG, bbliday 800 3,900

Net Power Generated, approximate, MW B 250

The Company has received the major environmental permits necessary fo proceed with the Project.  All three
phases of the Froject are covered by these parmits.

«  Air Permit (Permit to Install) — The Ohio EPA issued the Project a Final Air Permit in November 2008

v 401 /404 Water Quality Cerfification — 401 Certificate received July 2008 and 404 Certificate under by
Army Corps of Engineers was received in November 2008

«  Waste Water Digcharge Permit (NFDES) — The Ohio EPA issued the NPDES permit in August 2008

Engineering, Procurement and Construction

The Company has completed a Phase | project enginearing through AMEC Paragon, Black & Veatch, and
Uhde Corporation of America (‘BVU"). Working in conjunction with Idsho National Laboratory, the consortium
has established an FT plant reference design for conceptual engineering (pre-FEED), plot plan layout,
technolony sizing and validation, and plant integrations. The deslan will be used as the basis for the EPC
contract. The Project front end enginesring and deslgn (“FEED") is currently anticipated to commence
January, 2010,

ORCF has assembled an experienced team that will, collectively, be responsible for all aspects of the
development, construction and startup of the Project.  Major Project participants will () advise on the
selection, customization and configuration of key Project technologies, (ji) serve as FEED / EPC contraciors,
(i} manage Project construction and (iv) provide ORCF with independent third-parly review and analysis of
the technology and investment opporturiity. These companies all have extensive experience in large-scale
industrial projects including experichce in the gasn‘“ ication sector, and have participated In energy and
petrochemical projects world-wide.
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Feedstock Supply

The Project will be designed to use coal as its main feedstock and will be capable of substituting up to 30% of
the coal with biomass. As a part of the initial design paramsiers and technology selection, ORGF has
emphasized the importance of feedstock flexibility which would allow the Project fo take advaniage of nat only
existing traditional ¢oal and biomass feedstocks, but to Incorporate feedetocks that will likely become available
in the future. These include harvested biomass feedstocks (non-food energy crops), pet coke, municipal
wasgtes and other available hydrocarban sources.

The Project is located in Wellsville, OH, near the border of West Virginia, Pennsylvania, and Ohio. This
location ie the heart of the coal corridor in the Midwest United States. These three states have combined
recoverable reserves of over 1,285 million tons, which is sufficient to satisfy the Project's coal needs for the
life of the plant. The Project's rail and river access facilitates coal procurement from various sources. The
State of Ohio containg over 300 million tons of extractable reserves of eastern hifuminous coals as well as
existing mines/mining technology and other resources necessary fo support a large CTL plant. The State's
mining industry is currently producing approximately 20 million tons per year, over 80% of which is delivered
to the utility industry. However, the coal industry's ability to inerease coal usage is presenily limited by the
higher sulfur levels and inability for the existing coal fleet to use these coals without significant investment in
air pollution controls. This high sulfur coal can be utilized by the Project because it Is able to economically
remove the sulfur, as well as other harmful constituents, such as mercuty, in the gas-cleanup section of the
plant. Therefore, the Project will not only have access to significant coal reserves that are currently idled, but
it also expects o be able to procure this coal at a discount fo coal with lower sutfur content. Due to its
advantageous location, the Project can also access cost-competitive coal supplies from neighboring coal
producing staiss such as Pennsylvania, West Virginia, Kentucky, Nlinois, and Indiana. Petrolsurn coke
reserves are also available to the Project from numerous refinery producers located along the Ohio River
Basin. ‘

The following table illustrates that there is ample coal supply in the surrounding region to meet the
requirements of the Project without pulting excesg pressure on regional coal prices. In fact, coal production in
the Appalachian Region decreased in 2006 by 6.8 million tons as a result of decreased demand from coal-
based electricity generation, decreased exports to other regions, and increased imports of compliant (Jow
sulfur) coal from other regions.”

{Milllona of Tons) Annual Demand  Z0-year Demand
Phase | 341 &2
Fully Daveloped 9.3 186

2006 Racoverable

Production Reservex
Ohio 3 11,485
Pannsylvanla €5 10,294
Wezt Virginia 152 17,958
Total 238 40,433
Pecent of Total 1.3% 0.2%
Fully
3_90 A 0,
Developed to 0.5%

Product Offiake

The Company has also discugsed offtake contracts with several petroleumn-based businesses that have
expressed interest in acquiring significant volumes of synthetic fuel, including FT wax, FT diesel and FT

1 U.&. Coal Supply and Derand: 2006 Review, p. 3. Published by U.S. Energy Informtitian Administration
1 Source: hitp: elink.miltransformati i 00B-114a111006b.ht
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naphtha. Furthermore, the Company has received contingent commitments from several large commodity
trading firms which have indicated willingness to enter into an offtake agreement for the synthetic fuels
produced by the Project. ‘ '

The Company retained Purvin & Geriz to evaluate local and regional refined product markets. Purvin & Gertz
concluded:

Fischer-Tropsch Diesel Markets:

« Phase 1 diesel volumes are small portion of local demand and should be able to penetrate the focal
area (Pittsburgh, Cleveland and Columbus are within a 150 mile radius)

« Phase 2 and 3 diesel volumes would have a significantly higher share of the local market and there
for are expected to move to the larger regional markets

» Diesel spot markets in Chicago, Philadelphia or New York should absorb Phase 2 and 3 volumes

« Phase 1 diesel volumes would receive local netbacks, Phase 2 and 3 volumes would have spot
market pricing

» Parinering with a regional refiner could offer an alternative marketing strategy
«  Trucking is most economical means for Phase 1 diesel disposition

Fischer-Tropsch Naphtha Markets:

« The most economic naphtha disposition is expected to be the Samia petroc:hemicél industry or
Waesiern Canada for heavy Crude diluent use

« Nethacks are very close as the Samia feedstock market is related to Western Canada condensaie
market

= Need for condensate for bitumen blending in Western Canada will continue to increase resulting in
growing imports :

s Condensate imports to Western Canada

+ The Scuthern Lights diluent pipeline project from Chicago to Western Canada is expected to proceed,
starting up in late 2010

+ - Naphtha netbacks from sale to Samia or Chicago are about one cent per gallon or less than the
USGC spot natural gasoline prices

« Rallis the most effective means of transporting naphtha product to Sarmia or Chicago

Carbon Management Strategy

Although carbon dioxide (CQj) emissions are not currently regulated, the Company is already pursuing
economic opiions and contingencies towards management of CO, emissions from the plant. The Campany
designed the facility’s process to concentrate CO; streams throughout the plant to a single pickup point in
order to capture and process the CO; hy-product in the event these regulations evolve and to take advantage
of a market opportunity. The Company believes there are two viable options for handling the CO, by-product;
EOR and sequestration in saline aguifers. The primary target for the produced CO- will be for EOR in the East
Canton Oil Fields, west of the plant site in Stark Gounty, Ohio, The Wellsville site is also near geological
structures that can accommadate large volumes of CQ. for deep-well storage (permanent sequestration).

The East Ganton Qil Fields, discovered in 1947, are estimated to have contained over 1.5 billion barrels of
original oil in place. -

Foliowing preliminary technical discussions with a large publicly held Exploration & Production company in
Ohio, Baard Energy, LLC, an affiiate of ORCF, executed an MOU with that company and have proceedead
with conducting EQOR field trials. ORCF, thtough its affiliate Baard Energy, had previously secured
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congressionally directed project funding of $2.25 million fo support these early trials which will |n|t|ally
measure the economic feasibility of using CO. for commercial-scale enhanced oil recovery operations in East
Cantons. The first phase of CO. injection test was completed during the week of August 18th and the results
should he available by November, 2008.

Prior to the Project, there has baen no industrial or natural source for large amounts of CO. necessary fo
advance EOR in the Appalachian region. The Company intends to leverage a similar business model as
pursuzd by the Dakota Gasification Gompany which operates a synfuels plant in MNorth Dakota, Dakota
Gasification Company conveys over 5,000 tons per day (86 million cubic feet per day) of COzfor use in EOR
af the Weyburn Oil Fiefd.

Environmental

The ORCF plant will use approximately three-fimes the amount of coal as a 1000 MW coal fired eleciric plant
and will have significantly lower alr emissions.

EMISSION RATE
POUND OF POLLUTANT PER TON OF COAL
EMISSION COAL FIRED POWER PLANT ORCF—GBTL % IMPROVEMENT
PM10 0.844 0078 00.8%
SULFUR DIOXIDE 4871 0.12 97.5%
NITROGEN OXIDES 2,281 0.130 94.3%
CARBON MONOXIDE 5.007 1,062 79.0%
VoG 0119 0.060 40.6%
MERCURY (FPM) 014 0.043 89.3%

The Fischer-Tropsch (FT) liguids (Diesel, Jet and Naphtha) burn cleaner than comparable petroleum products
with.[ower tailpipe emissions of criteria pollutants.

The ORCF plant design will allow for the capture over 80% of the CO; produced in the conversion process
and aé & result, the fuels made with the Fischer-Tropsch process have a significantly lower carbon-faotprint
(life-cycle greenhouse gas emissions) comparad to all petroleum-baged fuel. The CO» from the refining
process will be sequestered underground into an EOR project. The fuels produced by ORCF are much
cleaner fhan petroleum-based fuels and will significantly reduce tafl-pipe emissions from the vehicles using
these fuels. Sulfur emissions are reduced by over 80%. NO,, VOC and PMy, (particulates) emissions are
reduced by approximately 20%. ‘

Hacrease in Life-Cycle Urbar Emissions
FT DHesel Compared to Petroteum Low Sulfur Dieaal
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Project Highlights

Favorable Industry Dynamies. Sustained high energy prices and concerns about energy security have
spurred the growth prospecis of domestic sources of altemative energy, including CTL projects. The
abundance of low cost coal coupled with high oil prices makes CTL prajects economically attractive.

- Superlor Product and Process. FT fuels have superior emission profiles to traditional petroleum

products and the production process can be adjusted to maximize the production of a particular type of fuel
— diesel, jet fuel, naphtha - depending on relative market prices and contractual commitments. The FT
process has been deployed for decades in South Africa, Germany and other places and is technologically
proven. ‘

Strategic Location. The site is adjacent o significant reserves of Ohio, West Virginia, and Pennsylvania
cogl and biomass feedstock. Ready access to the largest river port in Ohio as well as the Norfolk Southern
main lines will facilitate transportation of feedstock and praducts. ‘

Carbon Sequestration. The Project is strategically located so that the carbon dioxide produced can be
readily conveyed to nearby oil fields for injection for enhanced oil recovery. As a result, the Project has a
desirable greenhouse gas emissions profile relative fo other CTL projects without such capability. In
addition, carbon saguestration, when combined with biomass use, makes the procass less carbon-
intensive than traditional diesel production.

Robust Comnmerclal Framework. The Project expects to enter into long-lerm coal and biomass
feedstock supply as well as product offtake agreements. The Project alzo expects to enter into an EPC
contract with & consortium of leading engineering and construction companies with terms that could
facilitate project financing.

Strong Local Support. The State of Ohio has provided financial and infrastructure support for the Project
In the form of access to tax exemnpt project debt and assistance with the acquisition of the Wellsville Ohio
site through the Ohlo Alr Quality Development Authority aind the Ohio Depariment of Development.

Experienced Developer. Baard has developed and constructed seven alternative energy projects over
the past 20 years. Bsard developed an 88 million galion per year Ethanol plant in Ravenna, Nebraska and
a 55 million gallon per year Ethano! plant in Coshocton, Ohio. A third 110 million gallon per year ethanol
development in lowa is fully permitted and financing Is currently being completed. Baard successfully
developed over 1,200 MW of electrical generation at four separate facilities in the last twenty years and
buiilt & retail electric marketing business in Michigan, Illinois, and Texas.

For more information, please contact the following:

Mr. John Baardgon, CEQ Mr. Steve Dopuch, Vice President
Baard Energy, L.L.C. Baard Energy, L.L.G.
360-546-2342 extenslon 304 440-257-0054

jbaardson@basardenardy . com sdopuch rdenergy_com
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Ohio River Clean Fuels, L.L.C.
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