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Declared

Adjusted Pre-tax

Canadian wood pellet producer Viridis Energy has announced its
intention to purchase a wood pellet mill in Nova Scotia that could
treble its operating capacity and give it much needed economies of
scale.

The mill is the former MacTara Lumber Mill in Upper
Musquodoboit, approximately 100km from the Atlantic port of
Halifax. It consists of 20 buildings on 4 properties with a total of
157 acres, and a separate 22 acre wood lot. The wood pellet mill
houses 5 presses and has a capacity of approximately 110,000
tonneslyr.

The business had previously been purchased by a German
organisation and renamed Eligna Canada. It placed itself in
voluntary receivership in early August 2011 and ceased
production. The business had previously received $2.7m in loans
from the province of Nova Scotia. 50 people had been employed
at the facility.

The transaction needs court approval before it can go ahead. This
will be applied for during January.

The financial terms of the proposed transaction have not yet been
announced.

We understand that Eligna had been selling its wood pellets into
the European market at low prices, and had contracts priced in
Euros while its costs were in the Canadian Dollar. The Canadian
Dollar has been rising in value against the Euro for several years
now.

If this transaction goes ahead, it will make a considerable
difference to the short term outlook for Viridis Energy. We will
issue a new research note and adjust our earnings estimates as
soon as we have more details on the terms of the deal and the
method by which Viridis proposes to finance both the purchase
and the costs of getting the plant up and running again.

Viridis has also announced a new cost-saving bulk transport rail
contract to move pellets from the West Coast of Canada to NE
USA. Viridis Energy has two big requirements, to get scale-up and
to get costs down (it has more orders than it can meet and it also
has decent sales revenues even with just one plant operating).
The recent announcements tackle both issues.

We view both items of news as very positive developments for
Viridis Energy.

Undiluted

MG Sale  pre.tax Profit Profit EPS R e
Dec CAN$ m CANS$mM CANS$mM c. X c. %
2009A 0 - -
2010E 7.81 -0.1 2.9 -14.1 - - -
2011E 12.0 -4.6 4.6 -13.3 - - -
2012E 15.4 1.8 -1.8 4.3 - - -

Estimates are pre-acquisition
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Management

Major Shareholders

Chairman: John Campbell. He is also CEO of
First Star Resources.

Chief Executive Officer: Chris Robertson,
founder of Cypress Pacific Marketing, the largest
subsidiary of Viridis Energy. Previously an
executive with Forest City, a NYSE listed
company.

Chief Financial Officer: Michele Rebiere. 18
years senior management experience. Studied
finance at Wharton.

Vice President of Operations: Geordie Munro,
part of the Cypress Pacific management team for
five years.

Export Manager: Bob Wood, part of Cypress
Pacific management team.

Non-Executive Directors:

John Heimbecker, Vice President of Parrish &
Heimbecker, an agricultural company with $1.7bn
of sales. Also chairman of Canada Ports Clearing
Association.

Alphonse Plaktis, Principal of Soho Ventures
Inc.

Vivek Rastogi, Vice-President of Abellon

CleanEnergy

Cornwall Investments lic of New Jersey  18%

Abellon CleanEnergy 10%
NextView Capital of Chicago 6%
Insider Shareholdings: 17%

Key Dates

Key Milestones

March 2012: Full Year Results Announcement

June 2009: Sale of Grid Sense Systems, its previous
business leaving a clean shell. Change of name to Viridis
Energy.

March 8 2010: Acquisition of Cypress Pacific Marketing,
a wood pellet distribution company.

April 30, 2010: Acquisition of Okanagan Pellet Company
(known at the time as Westwood Fibre Products), a wood
pellet producer in BC.

February 2011: Strategic switch of emphasis from
seasonal domestic business to international commercial
and residential contracts.

April 2011: Letter of Intent signed with Heracles
International to supply oil palm biomass from Malaysia to
China and other Asian countries.

August 2011: Closure of equity fundraising, doubling
share capital.
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Disclaimer

The conclusions and opinions expressed in the investment research accurately reflect the views of the first named analyst. Hardman & Co provides
professional independent research services and the companies researched pay a set fee in order for this research to be made available. While the
information in the research is believed to be correct, this cannot be guaranteed. There are no other conflicts of interest.

Neither Hardman & Co nor the analysts responsible for this research own shares in the companies analysed in this research note. Neither do they hold
any other securities or derivatives (including options and warrants) in the companies concerned. Hardman & Co does not transact corporate finance and
therefore does not earn corporate finance fees. It does not buy or sell shares, and does not undertake investment business either in the UK or
elsewhere.

Hardman & Co does not make recommendations. Accordingly we do not publish records of our past recommendations. Where a Fair Value price is
given in a research note this is the theoretical result of a study of a range of possible outcomes, and not a forecast of a likely share price.

Our research is issued in good faith but without legal responsibility and is subject to change or withdrawal without notice. Members of the professional
investment community are encouraged to contact the analyst concerned.

This research is provided for the use of the professional investment community, market counterparties and sophisticated and high net worth investors as
defined in the rules of the regulatory bodies. It is not intended to be made available to unsophisticated individuals. In the UK, any such individual who
comes into possession of this research should consult their properly authorized professional adviser, or undertake one of the ‘self certified’ sophisticated
investor tests that are available.

This research is not an offer to buy or sell any security.

Past performance is not necessarily a guide to the future and the price of shares, and the income derived from them, may fall as well as rise and the
amount realised may be less than the original sum invested. For AIM and PLUS shares, it is the opinion of the regulator that risks are higher.
Furthermore the marketability of these shares is often restricted.

This document must not be accessed or used in any way that would be illegal in any jurisdiction.

In some cases research is only issued electronically and in some cases printed research will be received by those on our distribution lists later than
those receiving research electronically.

The report may be reproduced either whole or in part on condition that attribution is given to Hardman & Co, and on condition that Hardman & Co
accepts no liability whatsoever for the actions of third parties in this respect.

Hardman & Co is not regulated by the Financial Services Authority (FSA).
© Hardman & Co.

Hardman & Co welcomes suggestions from investment managers
of companies to add to its research list. This service is funded
entirely by contributions from the companies concerned.
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