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l. Synopsis

The electric power sector smassive sourcef climateforcingcarbon dioxideemissions Accordingly,
global efforts to mitigate climate change have focusecarmoting and subsidizingero-emissions
renewable energyechnologiedike wind and solar energy replace fossil fuelsHowever many
countries alssubsidizevood-burning power plants as renewable enemggnerators despite the fact
that these facilitiesactuallyemit more carbon dioxid@er megawatthour on a dayto-day basighan
moderncoaltburning plantsWhile the carbon intensity abiomass power would seem to stand in stark
contrastwith the need to reducgreenhouse gasmissions, suppoffor bioenergyhas persistedn
Europe(EU)and the United KingdorfUK)based in parton apoorly understoodeuropearcarbon
accountingconventionthat countscarbonlossedrom forest harvestings a loss in larbdased carbon,
rather than as an emission from the power plants that burn wood as T convention has
contributedto confusion about actual emissions from webdrning power plants.

Generoussubsidiesfor bioenergyoffered in theEU and UkKave driverseveral largescalecoalto-
wood power plant conversiongs well aslevelopment of new woodburning power plants.These
facilitiesburn millions of tons ofwood per year,a large proportion of whiclsimported as wood
pellets manufactured fronfiorests of Canada and the United Statésfecyclegreenhouse gas impacts
of wood pellets are significant, encompassaagbon emitted duringwood harvesting pellet
manufacturing productshipping, andinally,consumption as fuel

In light of theglobalurgency of reducing GHG emissioajties, wood pellet manufacturing
companies and others benefiting financially frothe promotion of bioenergynay be tempted to
downplay carbon emissioressociated with theiproduct andexaggerate environmental or regulatory
benefits in order to promoteustomer interesor investment Thus, b investorsand consumers
concerned with eémate changeelated risks and opportunities, an understanding of #émissions and
other environmentalimpactsof wood pellets as compared wition-combustiontechnologies like solar
and windenergycould be material to decisions on where to invest. Inaate disclosures, and
omissions of relevant information, could mislead investors and cause them to misdirect their
investments.

Enviva Partners, LP

With sixwood pelletmanufacturing plants in the Southeash US Enviva Partners, LP (New York Stock
Exclange: EVA) is the biggest wood pellet manufacturer in the United States. Enviva primarily sells to
overseas customerso date, its biggest customer has beerairoperator of the largest powgant in

the UK. Initially operating as a privately held gamy, Enviva went public in April 2015 to fund its
expansion and cover the costs of a recent acquisition of a large competitor in Florida. Enviva Partners
LP had a market capitalization of $350 million as of October 27, 2015.

TheSecurities and Exchan@®mmissionNew York Stock ExchangedFederal Trade Commission

require US companies to meet standardslafclosure and transparenend to avoid misleading
communications to shareholders and consume¥S SEI YAY SR 9y OA#d Q& LINR & LJ
registraion statementthe companyfiled in conjunction withts Initial Public Offeringf April, 2015



We also examinedisclosure documents Enviva has filed with the SEC since then, including its October
MNX HAMP . dzads yell asdforrnagod posetl Gnthe @ Y LI Wweébsta.

Our review identifiel misleading statements and omissiomg Envivabout its emissions and
environmental impacts. Thedall into three categories:

1. Assertionghat burning wood pellets reduces emissions compared to,eathout disclosureof
the carbon accountingrotocolsupon which these assertions depend, including tlog-inclusion
of greenhouse gases emitted when the fuel is actually burned.

2. Inaccurate and misleading portrayals of current US and Europeliry devdopments,including
incorrect statements that EPA does not currently rageiicarbonemissiondrom wood-burning
power plants

3. Complexand selfcontradicting discussiortbat in our opinionexaggerate the sustainability of
feedstocksourcesand downplay tle use of whole treess pellet feedstock.

Throughout, the Companyas madesimilar claims and assertiobgssed on inaccurate, owdf-date or
misleading information, and has failed to provideditional contexineededto avoid misleading
investors. In ouropinion,the aggregate effect is to present a misleadingly optimistic view of
environmental benefits and financial prospects for growth of the wood pellet industry.

The Securities and Exchange Commission issued a guidelinEdinr2@isclosures relatetb climate
change. In addition, the New York Stateohttey Gereral has recently brought attention to disclosure
of environmental and climate related issu&8e cal for examination and oversigtof wood pellet and
other bioenergy industry claimsy the Seurities and Exchange Commissitire New York Stock
Exchange and the New York State Attorney Genéhéd.ask that scurities regulators examine, in
particular, statements from companies that their products "reduce"” carbon emisdiorensure that
such dsclosures are accompanied by the clarification, where applicablegrbon accounting
protocols, including whether emissions from fuel combustion are excludegach instance, we
request that the regulators assess whether thisclosures, such as thaye, constitute materially
misleading communications, whether each such communication involved an intent to mislead, and
whether corrective or enforcement actiois appropriate.



Il. Executive Summary

Biomass power generationthe combustion of woodagricultural residus, andother biological
materials as fuel ielectrical generating plantshas increased significantlly the EU and UK in recent
years driven by the eligibility of bioenergy to meet mandated renewable energy taagetsgyenerous
renewabk subsidies availabler renewable technologiedHowever, energing demandor biomasss
too large to be met with local sources, thus power companies in the EU aimdpdit millions of tons
of biomass each yeaa, large proportioraswood pelletsfrom a new and fastgrowing wood pellet
industry inNorth America The growth in international biomass supply and consumption has been
controversial, however. tlike wind and solar energy, burning biomass emits carbon dioaid&jor
greenhouse gas, and in faburning wood and other biomass fuels actually increases the amount of
carbon dioxide that a power plant emits per megawhattur of electricity generated, compared to
burning coal or gas. Treatment of biomass power as a renewable energy technology wforthy
subsidization has been basedparton a carborcountingprotocolin the EU and UK thagnores these
stack emissions and the considerable tiag that exists between emissions and their eventual
offsetting through new forest growtlandthe lack ofanyinstitutional or legaimechanisnfor
determining whether forest regrowth igctually sufficient to offset emissions

FigureESL. Picture froma Washington Post articleshowing an area where trees were harvested and sold to
Envivaor pellet mandactured ¢ KS LJ LIS NXDitile rériainsibit 8tympNaBd- pBddiEs indvhat was

once a bottomland hardwood forest on the banks of the Roanoke River in northeastern North Carolina. Many of
the trees were turned into wood pellets for burning in poplants in Europe. Others were sold for higtiue

uses such as furnituke(Joby Warrick/The Washington Post)

Further, the demand for biomass is growing rapidly, and already requires harvesting millions of tons of
wood from forests each yeaimpacts ae being particularlyoted in the Southeastern United States,
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where the wood pellet manufacturing industry harvests wood from both pine plantations and native
lowland hardwood forestghat arevalued for their exceptional biodiversity and high carbon sera
value(Figure EQ).

With sixpellet manufacturing facilities, the publically traded company EnRamdners LFs the largest
wood pellet manufacturing and exporting company in the United Staesziva exports pellets to
companies in the EU, ¢hUK, and Asia; currently, an important customer for the Company's pellets is
the Drax power plant in the UK, a

satie comerngpartorts. | DI
. . . 8.3 Carbon Dioxide (CO;)
that is converting part of its

generation capacity to be fueled | The power station emits CO, from the combustion of fuel as well as from the chemical

H reaction within the FGD process. The CO:z emissions are calculated and verified in
by \_NOOd' Enviva has made a compliance with the requirements of the EUETS. The breakdown for 2013 for each of
variety of statementsboth in the major combustion and process sources is provided in Table 6. Note that emissions
filings to the Securities and from biomass are counted as zero within the EUETS.

Exchange Commission (SEC) andable & €Oz emissions 2013
in publicfacing materials from its
website, that burning wood as Actual CO; EUETS CO,

fuel in power plants reduces (¢ cacuted) (¢ cocue)
carbon emissions compared to

coal HOWGVGI’, data on use of Coal and Petcoke 20,089,607 20,089,607

the biomass as fuel at the Drax Biomass 2,799,391 0

power station in UK E— — 53
demonstrates thaper

megawatthour, emissions are =l i ‘
actuallyhigher from burning All Fuel Oils 72737 | T T
wood than from burning coal

(Figure ES). Total 23,118,898 _ T

_ _ ~ Figure EQ. Drax dateon CQ emissiondrom burning fossil fuels and
As a company doing business in biomass in 2013. Inset shows electricity generated by coal and

the US, Enviva is subject to biomass. By combinirthese data sourcest is apmrent that in 2013,
disclosure and transparency theCQSYAdaaAzya NIXuS FT2N O2Ff
requirementsof the Scurities per megawatthour), while the emissions rate for biomass wégher,

and Exchange Commission (SEC)at2,128 Ib/MWh.See main text for details.

and the Federal Trade

Commission (FTG) K S { 9 /reQuire chidiizantesito discloseertaininformation to investorsith

I ¥20dza 2y aVYIl aB8NF { 8 KubyahtRINElIhdbd thaya reasonabinvestor

would consider it important in deciding how to vote or make an investment decision, or, put another

gl & AT GKS AYF2NXI(GA2Y ¢2dzZ R F FoicBnphniekeBgagirgyinl f Y
marketing, theFederal Trade Commissibnl 6 Srepliesentatian, omission, or practice & RS O S LJi

% Securities and Exchange Commissi@ommission Guidance Regarding Disclosure Related to Climate Change, 17 CFR
Parts 211, 231 and 241 [Reled$ms. 339106; 3461469; FF82]. Page 11.
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af it is likely to mislead consumers acting reasonably under the circumstances and is material to
Oz2yadzySNad RSOAaAA2Y A

Given the substantial greenhouse gas emissions from burning woagkkhdhke subsidization of

0A2Yl aa Sy SNHalongsile zeribissitns techhoBgies like wind and sdias proved
controversial In some cases, lvere policymakers have understood and acknowledtdedmagnitude

of bioerergy emissionsind the unertainty that emissions wiktventuallybe offset, they have removed

or restricted these subsidgs as for instancan Massachusetts, where leefficiency woodburning

LI2 oSN LI Fyida y2 f2y3aSNIljdz2fAFe F2N NBgrosid of S Sy
Standardlcombined heat and power plants that meet an efficiency standard still qualify)

Given thepotentiallylarge greenhouse gas and forest impact® of @ Awgdd Qs we evaluatedthe

Q Y LJ- yill&ge &ith the SEC, as well asthenpay @ Qa LJdzoft AO aidl 6SyYySydaszs G
Enviva is meetingTC an@EC disclosure requiremenpsrticularlythoseset forthin a 2010 SEC

guidanceon disclosure of climate changelated matters. Ourevaluationfound evidencehat Enviva

is misrepregntingactual emissions frorburning wood pellets as fuély widely representing their

LINE RdzOG & AGNBRdAzOAyYy 3¢ OF Nb 2 WithQuipkosiding Beyedsarpcdnfexil NB R
for understanding the limitations of that claim

Carbon Emission8re Off the Books

Despitethe physical realitghat burning wood increasestack emissions of carbon dioxidsative to

coal EnvivaNB LIS+ 6 SRt & Of FAYa Ay AdGa {9/ TFAtAy3aa I yR
compared to coal Theclaim expbitsa policy loopholen the EU and UK that iscreasingly recognized

by scientists and policymakers as contributingrisinformationabout the real impacts of burning

wood. Because carbon accounting protocols under the United Nations Framework Cimmvent

Climate Change (UNFCCC) count catbsses fronforest harvesting in the Agriculture, Forestry and
Other Land Use (AFOLU) sector of countries where they aatussions from burning that wood as

fuel arenot reported in greenhouse gas accounting BU member stateso as to avoidounting the
emissions twicé.

N>

The European Union has naifiedrules for counting emissions from bioenergy, allowing member

states to report as they see fit, and in the Wte only bioenergycarbon dioxide emissiorthat are

countedby the power sectoare thosefrom fossil fuels burned in the course of wood pellet

manufactuing and transatlantic shippingThus, althoughanewable energy policy and incentives in

the EU and UK have increased demandiood and othetbiomassfuels by tens ofmillions of tons per

year, in turn representngtens ofmillions of tons of carbon dioxidemitted when the wood is burned,

if that wood comes from the US or some other courttrgt does not report forestarbon lossesinder

the Kyoto ProtocoEk G KS GNJ yaFSNI 2F OFNb2y FTNRY (KS F2NBa
booksé

5CSRSNI}f ¢NI}YRS /2YYA&aaA2y®d mMc /Cw tINI HcnE DdzARSE F2NJ
KGGLIAYKKkG66PFIOPI2 Kk AAISANBRST A GGUBHELONSDd/k B 8 & OB HD R T A RS
“US8S IMRE&F YIAY NBLRNI F2NJF Y2NB RSGIAf SR SELXFYylFGA2Yy 2
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Envivadoes not explairthat its claim ofd NS R dzOS R ¢
emissiongs based orthis regulatory accounting loophole
that excludeghe CQ coming out the siokestackwvhen
wood fuel is burned. Thgortrayal of wood pellets as
reducing power plant emissions is pervasivel . e
unqualified as for instance in Figure BSfrom a “significant greenhouse

4. dzaAy Saa h @S nNigishSdacinvésréndzy SEAKSaVINgs compared to ”

We Reduce Carbon Emissions

European Union 2014
report: biomass can lead to

November 2015 fossil fuels”

For public casumptionthe @ YLJ y & Qa GCNBIljdzSy it @
81 SR vdzS&aiRaesié 6SoLI IS

d have heard that burning wood pellets actually s e S oo el

results in more carbon emissions than burning coal. Is )
that true? Figure ES. Graphic from Novemb&015

G. dza A YIRS 4 &SSOy OA O

No. According to the UK Environment Agency,

switching from coal tdbiomass reduces emissions of carbon dioxide by between 74 and 90% on a
lifecycle basis.[1] Enviva consistently exceeds the Greenhouse Gas (GHG) reductions targeted by
governments like the UK.[2] We know this because we track, internally audit, andyalarke

assessed by stringent 3rd party audits of all GHG emissions associated with the harvest, transport,
processing, and shipping of our products. We report these total lifecycle emissions on a regular
basise

This is a misleading answer tothe quésff = 06 SOI dza S G K S GHGarigsigny foyid G K I @
KFNBSad FyR ad2drté¢ ftAFSOe0ftS Syraaaiazya | NB 02d
carbon in the wood that is removed from the land, whistoxidized taCQ when the wood is burned.
However the protocolto which the Company refedoesnot includethe carbon that is contained in

thewood YR GKS DI D SYA&aAzya staténiest @erloilIRQG 6 A 1 K G K|
produced fromfossil fuelghat areburned in the course of wabharvesting.

The SEC requires companies to disclose knoaterialtrends and risks in their filings, so that

investors may evaluate the soundnessafinvestment. Environmental regulations are considered a

risk for companies, sometimes involving et complianceEnviva misrepresents the current status

of US Environmental Protection Agency (Efegulation of biomass plant carbon dioxide in the US
downplaying the risk of regulationin its risk disclosures to the SEC, Enviva stafesi A éthati? & 4 A 0 |
the future,USEPA or individual states may seek (or be required) to regulate carbon dioxide or other

GHG emissions from biomaBsh NB R LJ2 & Soaverlin louf dpiidnghe statement is

misleading, becausePAalreadyregulates these emisions and has done so since 2014

SKGGLIYKK 86605y OA TR GFINBV dBSy WS BB k SING AR RS ah Ot p o SN
°t NB & LIS Od dzgo ¢k 3 S
1SOliArRy Lol o



Also in its risk disclosures, Enviva discusses the importance of renewable energy subtidigmteer
companies in the UK that buy its pellebsit does notdisclosethat the UK government discussed, and

then exectied, areduction inone of thesubsidy programs upon whichDEax 9y @A @ Qa Y I A Y
depends. The reduction was accompanied by a statement from thegoNernment that emissions

FTNRY o0A2YlFaa SySNHeé& | NB fA1S8te GaichtagatEk G2 YSS

Enviva is eager to develop a market fonitsod pellets in the United States, and has mautker
statementsregarding the regulatory environmeaindthe G Y LJ Y8ptbapectshat could mislead

investors The Clean Power PI8PPjs(i K S Set df r@giulationgor reducing carbon dioxide

emissions from the power sectdiVhile theEPAhas left the door open to some types of bioenergy as
compliance measuresnder the CPPthe EPAdid not include biomass energy as part of its approach

F2N) 0KS ao0Sad aeaildrfedicifg elivstodsddir2zhy Cleat FRodzd Blaagl y ¢

during the rulemakingthe agency acknowledged that-doing biomass with coal can degrade facility
efficiency andthusincreaseCQ emissions However B/ @A @ Q& LINB&aa NBf Sap S  dzL
give the impression that EPs&lectedbiomass as a favored technologyitledd 9 Yy @A @ G ! LILIX | d
2y wStSFasS 2F (KStatgst Sy t 2SN tflyzé Al

G/ 2y @S Ndiradylants @aiédicated or elired biomass plants is one of the quickest and
most costeffective ways of achieving substantial reductions in emissions of carbon dioxide and
other pollutantsé*®

In our assessmenthe statement is misleading becausece againt does not acknowledge the
physicalreality that burning biomass in power plants actuatigreaseslay-to-daycarbon dioxide
emissionscomparedto coal.

Envivdd & R A aabduthie dehitBed of wood it usese also misleading in our opinion, because they
downplay theharvestingof whole treesfor pellet feedstockand thegeneralimpacts of forest

harvesting The @Gmpanyobtains wood from a variety of sources, including sawmill resicdunesow-

diameter tops and limbs left over after trees aret éor sawlogd & ¥ 2 NB & (i NDaaM@d A RdzS 4 € (
Envivashow that50% or more of the wood processed into pellets is from naturally regenerated

hardwood stang (Figure E8), many of them located in wetland$ Roundwood rather than low

diameter forestry residuess a major source of pellet feetdek (see Figure 4, main report).

81 S G AgoD. @

°U.S. Environmental Protection Agency. Documentation for EPA Base Case v.5.13 Using the Integrated Planning Model.
Page 3. http://www.epa.gov/powersectormodeling/docs/v513/Documentation.pdf

Yoy @gaglk LINBaa NBfSIASKOGOUNdza & 6w BNB dzihi § 0B OO BEN O § OF Gk Hnmp
AR!{y. énncnnnlbmnnb. {2unmpodynnl %290Y2  {vagac2EO0dpT

Yoy @Gr gl RA KEGLIVYROPDINB Y @A B2 2B A yEERAENIDA 2 awh 1o A 61 y R
523g22R ! ffAlIYyOSARlI RARPANSYHSRY IgRiltlryRad wSLINBaSydal
KGGLIYkk 666 ®R2I 5 2RV (f § YA 1y/dSt o2 NBackod B H pyWIAC kAT SINGPRIR T
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Species Information

Mill Species Breakdown (hardwood vs. softwood)
' Ahoskie | HW-78%, SW-22%
Amory HW-483%4, SW-523%
| Monroe (Third-party supplier) | HW-82%, SW-18%
Northampton HW-89%, SW-11%%
Southampton HW-100%
| Wiggins HW-43%; S\W-57%

Figure E®. The balance of hardwood and softwood use®a®@ A @ Q& ISttt SG YAt f ao

| 26 SOSNE 9y OBAQDF Qa aidl GdSYSy i amork grominénily desddoeheh O Y I (i &
QRYLI yeQa FSSRail an tesidudsForeStly Medidyies, afddBeY sources of waste
wood® C2NJ Ay&aidlyOSs 9y gdAgdlk Qa LINRaLSOldAsE RIGSR 1L

G/ dNNBy Gt ez 2dzNI NI ¢ YFGSNAIFIE & NS 0eLINRPRdAzOG &
and limbs of trees as wels other low-value wood materials that are generated in a harvest, and
industrial residuals (chips, sawdust and other wood industry byprodiéts).

I ONROKdzZNBE FNRY 9y OAQDlIQa 6Soaras

YSYUABYy@NKIRSE NRBdzyR GAYOSNE OADPSOPI
PUTTING UNDERUSED RESOURCES TO GOOD USE
Enviva produces wood pellets from both processed and unprocessed wood residues. Our processed
wood raw materials include chips, bark, and sawduspimducts from woogrocessing facilities.
Unprocessed residues include tree tops, branches, stumps, and other forestry debris remaining after
the primary biomass (or the tree trunk) has been processed and shipped from the forest. These
unprocessed residues would most liketlyerwise go unused as a resource. Additional biomass
sources currently include legrade round timber?

aldlrasSa GKFG F8
GNBSao Ay LI ¢

The use of roundwood by the pellet industry competes directly with wood use by the domestic pulp

and paper industry, which is increasingly alarmedwdtihe sharp increase in wood harvesting by the

pellet industry. Representative concerns, as set out in a presentitioren on behalf of the pulp and

paper companyMeadWestvao, are that he pellet industrywill create damage and dislocation in

domestt wood marketsthat available forest resourcgs2 Yy Qi adza Gt Ay (GKS KI NBSa
the vast majority of the fiber is coming from whole trees, not residualsecent report commissioned

by the American Forest and Paper Association (AFPAYeen8la G KIF G GKS | YQa ySg

Yoy gagt FLOGAKSSH GAGESR a9y QPBADE 5WHnpF2NI ¢NFRSNI 9! ¢w [/ 2°

BrBiazy Lo/ o

Yt N2 aLISOddzothl IS

Pr&EGGLIYKK S 6DOSY SADRFESY K & anideavakearkiLtwt SGa. N2EOKdZNBwWSEAAT Sydn

BLNBYS Y26l f0T &1 5ANBOG2NE Dt 26kt { 2dzNDAyAC2NE &0 AtOEER dadsi
ly Rdza i NBE t SNE SOl A OBS d¢ t NBaSyidldazy 3IA@SYy +iG GKS YSyidoO]
' G AT KOGBYKk Kl AdzOOFFNBY G@OANK @LIRAKHAMOKANY W2 S 1 Ol 81 ¢t NBa S
KGGLIYKK S 6 6 DRIYUDSY Y & 2 3 122 6R & kOl M pukt MNBKAYS Yy G F GA 2 Y ®LIRT
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RATFSNBY OS¢ &a0KSYS:I gKAOK IAPSEA NBYySéglotS SySNE
pellet producers to pay up to $53 per ton of wood fiber, far greater than the recent price of $11 per

green ton paicby domestic pulp and paper makersPartially in response to these concerns, the EU
recently announced an investigation into the next ctmalvood conversion of a boiler at the Drax

LX Fyds &dFdAay3a GKEG GKS O2y 03N A AW GKEE BARIA REA

Envivaalso states that abf its forestry operations areXNI A FASR a2y |y 2y 3I2Ay 3
potentially creating the impression that forests are protected during harvesting, when in fact this
appearstorefdl) 2y f & (G2 GOKIFAY 27F OdzacérafiRidustair@yheaivasied O (i A 3
wood from uncertified wood.As far as we are able to ascertain from the disclosutesCompany

does not disclose what portion of its forests aetually certifiedas sustainably harvestedhe

complex disclosures on this issue may create the impression for investors and the public that forests
utilized by Enviva are more protected during harvesting than they actuall{ drefact, there seem to

be few limits on lhe intensive forestry practices that Enviva employs, which include clearcutting

hardwood forests that have remained undisturbed for decades.

The renewability of using trees as fuel is hypotheticadlljd, since in theory, new trees can replace
those cutfor pellet feedstock. However, the theoretical renewability of a fuel should natdndélated

with havinglow emissions, or no emissionSmokestack emissions from burnibgpmassare greater

per megawatthour than from coal, and lifecycle emissionsasated with manufacturing and
transportingwood pellets overseas increase greenhouse gasssiondurther. It may be inconvenient
F2N) OKS /2YLIhye GKIG AG&a LINRPRAzOOIZ GoKSYy dzaSR | 3
emissions, but given the imp@ance of environmental concerns in promoting its business it is essential
for the Company to avoid distortion of those benefits by omitting necessary coMhite Envivd) a
customers in the EU and Whkay capitaliz on a loophole in carbon accounting pglithat exempts
smokestack emissions from burning wodthviva itselhas an obligatiomnderUS law, includin@EC

and FTC ruleso include sufficient additionalisclosures sthat its publicationsdo not materially
exaggerateenvironmental benefits.

Altogether,Envivahas made a number of statemernitsat are misleadingboth in public documents

and in filings to the SEC, and has failed to disabtiser facts that would beof significant interesand

concernto investors, especially investoigcusedon renewable energy andustainable investments

OV OPADI Qa adlrasSySyida GKFG GKSANI LISttSia aNBSRdzOS¢
without an explanationof how this conclusion is basedzairopeancarbon accounting framework that

does notcount emissions fronactuallyburning the pelletsprominentstatementsthat the @mpany
primarilyrelies on mill and forestry residues for feedstock are misleading givelesisgorominent

mentions and evidence from the company thratindwoodand whole tresplay a major rolas pellet

YWL{LZ Hamp® !y lylféara 2F !Y o0A2YlLaa LRsSNI LRfAOes ! {
NBf SIKES LIY& kK T YyRLI @2 NBK Y SRB & SayrSFodalix 2 ARG [-# oRdia-R R &-§ A
Y I NJF @aNd 2TRA 6 S NJ

BodzNR LIS Yy /-2NBaaanNByStasSy a{ il RELIWKRY yOBSEVAIEANAP Y2 NFYia A
5N} E LI26SNI LX I yiodég . NHzaaSfas p WIKTIS NS ywbnyvdekdti YT K G G LIY K K

YsSOiramy o
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feedstock statements that EPA does not currentbgulateCQ from wood-burning power plants are
demonstrablyincorrec | YR (GKS FI AfdzNBE (2 RA&aOf 2&n&hed Ga Odza
omission. We urge the Feeral Trade Commission, the Securities and Exchange Commission, the New
York Stock Exchangmdthe New York Attorney Genertd examine these failings in disclosure

individually and in the aggregat&Ve ask thathe officials of these entities assess wier the

Company has presented a materially misleading portrait of its environmental and financial strengths,
then take appropriate corrective and enforcement action, including requiring the Company to revise,
supplement, update or correct existing disaloss.
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[I. Background

Subsidized as renewable energy alongside wind and satangdss electricity, burning wood and

other plant materials as fuel in power plargsepresents a growing industry in tli&uropean Union

and the United KingdomPower comparas are developing new wood burning power plants and
converting coal plants to burn wood, making them eligibleréarewable energgubsidiesHowever,
European forest© I y Qi LINE A RS (iféeBeqiiradbywh@HfudningfaEilitiészo/ & 2 F
utilities areimporting wood from other countries,ncluding theUnited StatesShipping wood chips is
inefficient, because wood is about half water by weight, thmgncrease its value as fystood is
processed intgellets, which are manufacturdoly pulverzing, drying, and extruding wood through a
die. Inthe U.S., wood use for pellet manufacturing was around 20 million tons in 2014, and is
projected by Forisk, a forestry research consulting fimrapproximately double by 20138.

With sixoperating wod pellet manufacturing facilities in the Southeastern UEByiva is the largest
pellet manufacturingand exportingcompany in the United State$o datethe most important
customer for9 y @ Ap@llet®iias beethe 3,000 MW Drax coal plant in the UK, igthhas converted
two of its six boilerdrom coal to woodand are ramping up biomass use in a third unih the goal of
full conversion

company bt o fund expz
company but to fund expansion | Uik

and reimbursethe Companﬁ a The power station emits CO; from the combustion of fuel as well as from the chemical

recent acquisition of akarge reaction within the FGD process. The CO:z emissions are calculated and verified in

. . . compliance with the requirements of the EUETS. The breakdown for 2013 for each of
competltor In Florlda,the the major combustion and process sources is provided in Table 6. Note that emissions
Companywent public in April from biomass are counted as zero within the EUETS.
2015. To attract investment, Table 6. COz emissions 2013
Envivaneedsto convince US
shareholders and investors that Actual CO, EUETS CO,
its business model is solickthat (t catcutatea) (8 catcuiated)
it has an assured and growing
market for its product$n the EU Coal and Petcoke 20,089,607 20,089,607
andUK and potentially in the Biomass 2,799,391 0
United States.Howeverthe

: . P 53 53

Companyis faced with a ropane
challengewhen describing and FGD (CIARLEN Drax generation 2013 |
promotlnglts.pl’OdUCti Th? All Fuel Qils 72,737 | coul TWh 233 88%
central premise upon which the
wood pellet industry is baseg! Total 23,118,898 | giomass Wh 29 12%
that it is beneficial to the climate Figure 1Drax data orCQ emissions fronburning fossil fuels and
¢ is at odds withthe physical biomass in 2013. Inset shows electricity generated by coal and
reality that wood-burning power  biomass. Per megawaktour, emissions from biomass exceed those
plants emit as much or more from coal (see text).

PC2NRA]l /2yadZd GAYyId 2nzifp. A2SYSNHE ! { NBLRNISZ v
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carbon dioxidgper megawatthour ascoal burning units.

Data from Draxtself show the magnitude of wood use and emissions. In 2013, the facility burned

about 1.6 million metric tmnes of pellets, emitting almo& 8 million metric tonnes of carbon dioxide

(Figure 1¥* By combining emissions data witlata on electricitgenerationL N2 A RSR Ay 5 NJ |
60 A2 YLl & adocanthtit iifistapparent that in 2013, thaverageCQ emissiongate for coalat

Drax was 1,901 Ib/MWIppunds per megawathour), while theaveragedemissions rate fowood was

higher, at2,128 Ib/MWh?® Drax increased its wood use significantly in 2014, burning 4weitlion

metric tonnes of pelletd* that representel more than twice as many teres ofrawwood prior to

processingnd drying®

Since the goal of generating renewable energy is to reduce carbon emissions and mitigate climate
change, why would the Uslibsidize companies like Drax to convert to burning eéyabburning wood
emitsmore carbon dioxidghan burning coa?

A key factor is provision of EU carbon policy thmeats combustion othe actual wood fuehs if it

emits zero carbon dioxid® (as referenced in the Drax table of emissions at Figuwehich states,

éemissions from biomass are counted as gerodzy RS NJ 9 dzZNR LISy ! yA2Y 9YAAaal
(EUETS)les). Theonly CQ countedis that from fassil fuels that are burned in the course of

manufacturing and transportingiomassuels.

LJ- NI(DESGdescridedhe OnyisSion®E & I y
/] @0t S 1 002dzyiAy3vY

A201ANB L2 NI FTNRY (KS YQa

¥ ! 58
loopholeo [ / ! ¢ &aidlyRa F2NJ[ATS

A5 NFE !yydzd t wSOASSE 2F 9y AAINBLIYWKSy@Id & © R NS NFaOr2 WkOYSSR Al nkvpocdp p! v
t SNF 2 NS @Aa08am o ®LIRF

ZE N} EQ& O0A2YIl aa adzZll)d & NBRINGLIFRING &1 G amR NI B/ RO H eI SISedaibaat Maodd: v ¢
HAaMn ®LIRT

2 Emission rate for coal:

1 20,089,607metrictonnesCQ x 1.10231 English tons/tonne x 2000 Ib/English ton = 44,289,949,384C33 Ib
§ Divided by 23.3 TWh x 1,000,000 MWh/TWh = 23,300\00h
44,289,949,384.34 I8Q + 23,300,000 2,900.86 Ib/MWh

Emission rate for biomass
1 2,799,39ImetrictonnesCQ x 1.10231 English tons/tonne x 2000 Ib/English ton = 6,171,593,386C3 Ib
§ Divided by 2.9 TWh x 1,000,000 MWh/TWh = 2,900,000 MWh
1 6,171,593386.42 IbCQ + 2,900,000 2,128.14 Io/MWh

MROGLIYKK GG DRNI EDO2 Y&k ISR B PIEpPLIRT A 2 Y I 4 &

PLYRdz2GNE S&GAYFGSa F2NJGKS |Y2dzyld 2F NRdzyRé22R NBIj dzA NBR
CKAE SA0AYlI W IRFRANIWYKE IYOGHE 2F G2L1A FyR fAYoa 2F (GNBSa
dzaSFdzA a FSSRadGt201 o6dzi I NB o60dzNYySR F2NJ SySNHe i GKS LIS

13 y2ONBRIZANG [6é (GKS LyadAaddzZiS T2 N2¥WISNBEK 21y ER aONINNSLZ NID d2

@ LRfAOE FTNIYSH2N] X 0A23SYyA0 /hu Syraairzya FNRY Oz

I PEB 93!S (LJAif2A OASNE R2 K2t R O2YLI yASa o0 deNIAQEIzZNRY2Y

LR2NIAY3 622R FdzSt X 0680l dzasS (KSASOSYAdiRA AIDESENE

MO @ /' P Nb2y | O02dzyiiAy3a FT2NJ oA2SySNAH&d W2Ayid wS

ZFSY 0 2 dzNH 0

B O ¢
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G¢KS wSySglroftS 9ySNHE S5ANBOGAGS [/! YSGK2R2f 2
harvesting, procesng and transport of the biomass feedstocks. It also includes direct land use
change where the land use has changed category since 2008, e.g. from forest to annual crop land,
grassland to annual crop land. However, the Renewable Energy Directive LCAalogyoes

not account for changes in the carbon stock of a forgsiregone carbon sequestration of land

2N AYRANBOG AYLI OGa 2y OFNbzy aiz2014a Ay 20KSN

Thed O ND 2 yh the abdve fudteefers to the carbon in soil, trees, and otheegetation Al

other things being equal, the carbon that is removed from the land as wood is equivalent to the carbon
32Ay3 dz2lJ GKS &idl 01 o6la OFNb2y RAZEARSO 6KSy 22
aSljdz2SaidN) GA2y 2 7F sdyihgfHatsf treed\wiere Aok citNdi fiel, BuRINsEaR Wére

allowed to keep growing, they would continue taking carhliioxideout of the atmospherdthus

reducing atmospheric carbon dioxide concentratiolr) summary, the LCgrotocol does not

representctotalé lifecycle accounting, because it does not include the largest source of carbon

emissions associated with biomass fgéhe carbon dioxidemitted when wood is burned®

The DECC report goes on to state thaditlifecycle accounting is required tletermine theGHG

impacts of bioenergy:
GLT GKS OFNb2y ait2NBR Ay I F2NBad NBRdzOSaz OF
whereas if the carbon stock of a forest increases, CO2 is removed from the atmosphere and
sequestered as biomassinth2 NS a i X® wSOSy i NB lasweladtorkomiied a K 2 ¢
in the Renewable Energy Directive LCA methodology can have significant impacts on the total
GHG intensities of some types of bioenergy feedstocks, ietdefore need to be considered if we
wish to understand the true GHG intensities of different bioenergy feedstocks and technoldgies

Similarly} NBLIZ NI FNRY (GKS 9dzNRBLISIY /[ 2YYA4&aumyea Ly a
failure of EU and Ukemissions accounting include chages in forest carbon means policies
promoting bioenergynay not reduce emissions mtimelyway S & LJISOAlF f & 6KSy (NB
are harvested for fuel:
GAY 2NRSNJ G2 aasaa GKS OftAYIFIGS OKFy3aS YAGAITL
assumption of biogenic carbon neutrality is not valid under policy relevant time horizgins

particular for dedicated harvest of stemwood for bioenergy only) if carbon stock changes in the
F2NBadG INB y20 | 002dzyiSR T2 N

TLGSLKSyazys | o[ s | yR al OYIFIés 50Wd/ & Hamnd {OSYylNAZA
NBIljdZANBYSyiiad 2F dzaiAy3d b2NIK ! YSNAOLY ¢22Re& o0A2Ylaa TF2NJ
/I fAYF(ISZ/ K2YyR2y> ! YO Y
KOGGLIAYKK GG 6DIA2PDdZl KI2OSNYYSyYyilikdzZLt 2 RakadeadSyYkdzLda2 | Rakl @

The exceptionistha®EQS YA aaA2ya FTNRY O0dz2NYyAYy3d o6A2YlF&aa I NB O2dzy SR iz
under UNFCCaQles if fuel is obtained from areas in that same country where there isl@edconversion, as for

instance if a forest is replaced by agriculture
# 32a0AYyAs 1o SO LEd wamMod /I NbB2Y

|.
/I 2YYA & aKARILIY kI kiA S i ¢ 2D ® & C@ISKHAIBTE S Tk ©
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The origin othe loopholethat excludes bioenergy stack emissions waenign. Countries report
national greemouse gas emission totals undearbon accounting protocolsf the United Nations
Framework Convention on Climate Change (UNF@CG€gordkeeping mechanisrthat has no
enforcement onsequences. The UNFCCC protooahts carbon impacts of forest harvestimg each
O 2 dzy Agdduifue, Forestry an@ther Land Use (AFOLU) sectbusto avoid countingcarbon
impactstwice, carbonemitted from wood burned in power plants not courted. Howeverthis
conventionof not counting stack emissiongas alsancorporated intothe EU rules governing power
sector carbon accounting for renewable energy and emissions tragihgp under the Kyoto Accord
In the UK, the onlpiomassrelated carbon dioxide emissions that are officially counted drese from
fossil fues burned durindbiomassfuel manufacturing and transpoit emissions from burninthe

wood itselfare not counted Thusgven agenewable energy policy and incentives in thedfid UK
areincreasingdemand forimported wood fuel by millions of tons per year, if that wood fuel comes
from the US ofCanada, neither of which is party to Kyptbe transfer of carbon from the forest to the
FGY2ALIKSNBE Aa &FFEaomkdddifietas & 18s§ if catbén3rom forest harvesting in
the home country, nor as stack emissions in the country where the fuel is burned.

The contradiction between the physical reality that burning biomass emits as much orGbeas

burning fossifuels, andthe EQa L2 f A 0& 27F y 20 O2 dzgoibustigh,ay A daA 2y
induce wood pellet manufacturers to avoid discussing emissmreven to actively state that burning

wood reducescarbon emissionwithout adding the needed qualificatiaiat thisreflectsan

accounting convention rather than physical realifor instancefviva hasadvertised its wood pellets

in the United Stateas a way to reduce emissions, claiming in a recent press reieatse

G/ 2y @S Ndiradylants @alédiated or cefired biomass plants is one of the quickest and
most costeffective ways of achieving substantial reductions in emissions of carbon dioxide and
20KSNI LI f dzli | yiaodeé

As a publicly traded company doing business in the United States, Envigeist $a disclosure and
transparency rules set by the Federal Trade Commission (FTC) and the Securities and Exchange
Commission (SEQn particular, thel 9 / Q& NXziulically N&lgdotmhddies to disclose
additionalinformation to investorsvhere necessary to avoid materially misleading th&hirhe
RSTAYAGAZY 27F aYdKSNR | i Ebddpfiaisainéodibata yeashrable

investor would consider it important in deciding how to vote or make an investment decision, or, put
a2 G KSNJ gl &3 AF GKS AyF2NXYIGAZ2Y 62 dA@oranfoi@ SNI (KS
RSGFIAf SR RA&aOdzaarzy 27F (GKS {9/ Qa séelhdigpenmB)Y Sy a 7

lY2y3a GKS {9/ Qa NXBIj dzA NB Rnatlers, u0H a2 thedzhisBoi conpNdag witty A NP
environmental rules. In 2010, the SEC issued new guiddbreessist companies idisclosing matters
relating to climate changeThese guidelindsighlight the need for disclosure on direct risks arising

Yoy GgADGl LINBaa NBfSI ASKUUUNdza i 65 BNEB dzii § B D SBEN O § OF Gk Hnmp
AR! {Yy. é6nncnnnl bmnnd0 Y22 ninvwipadaycnz2nl O T

*SEC Rule 16 17 C.F.R. 240.1G

%2 Securities and Exchange CommissiBommission Guidance Regarding Disclosure Related to Climate Change, 17 CFR
Parts 211, 231 and 241 [Release Nos9336; 3461469; FF82]. Page 11.

16



from existing or pending climate changelated legislation or regulation in the US or internationally;
indirect risks such as the potential for decreased consumer demand; and reputational risks.

Theguidance states
G5A a0t 2adz2NE RS OA dantands, codhiymrisNayfenty, And (inidiainkes >
generally should involve the:
9 consideration of financial, operational and other information known to the registrant;
1 identification, based on this information, of known trends and uncertainties; and
1 assesment of whether these trends and uncertainties will have, or are reasonably likely to

have, a material impact on the registrant's liquidity, capital resources or results of
2LISNT Przyaoé

Companiesloing business the United States are also requireddomply with Federal Trade

Commission (FTC) rules unfair trade practicethat require companies to avoid making misleading
aldlaSySyiaa Fo2dzi (&BNRB IND 8ziR\G codpardedzshbuld @i&use a

claims of environmental benefitleemingl refiresentation, omission, or practice | & R 3$f@S LIG A B¢
fA1Ste G2 YAatSIR O2yadzySNa | OGAy3a NBlFazylofeée d
decision®¥ The Green Guides also stress the importance of disclosures, stating

GTo prevent deceptive claims, qualifications and disclosures should be clear, prominent, and
understandable. To make disclosures clear and prominent, marketers should use plain language
and sufficiently large type, should place disclosures in close prpxorthie qualified claim, and
should avoid making inconsistent statements or using distracting elements that could undercut or
O2yUNI RAOG GKS RA&AOf 2adzNBdE

28 SEFYAYSR 9y QOAgdlIQa {9/ FAEtAy3I& |yR LlzoandO &ail
transparency to explore whethétnvivahas disclosed information that would alloweasonable

investor toevaluate theCompan2a Of | A Ya | dé@rmingwoddpélietsals fvayz® redu€e

power sector carbon emissionand theviability of theCompanyas an investment.

Our investigation revealed nieading statements and omissions, which ii@db three categories:

1. Assertionghat burning wood pellets reduces emissions compared to ea#thout disclosureof
the carbon accounting assumptis@ndprotocolsupon which these assertions depend,
including the failure to count stack emissions

2. Inaccurate and misleading portrayals of current US and European regulatory restrictions
including:
a. Incorrect statements that EPA does not currently regailsibenergy carbon emissions.
b. Failures to disclose regulatory risks associated with wimaching power plant
emissions

L
UCSRSNIf ¢NI RS /2YYAdaaArzyo Mc / Cw tIFINIl HcnX DdZARS&E F2NJ
KOGLIAYKKGooDTIOPIA2P0kAAISABRSTRA A MNBALONERdk RE & OBENS §yi 4 kA RS
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c. Failure to disclose subsidy lossB9 y @A @ Qa f S RAy 3 Odza (2 YSNW®

3. Complex and contradictorgtatementsregarding sources of wodthat give disproportionate
prominenceto the role of forestry and mill residueand much less prominence tse of whole
treesk YR aGNRdzyRg22RE & LISEtSi FSSRauz201 o

The disclosure and omission of these issues, individaaltythe aggregate, mawyislead investos

regardingd KS / 2 YL y& Qa Sy @A NERY Y SNeiugd thelSgtirities angl Exgh@ngd 2
Commissionthe New York Stock Exchangedthe New York Attorney Genertd examine these

disclosure issueandassess theimateriality, and then to ke appropriate action, including requiring

the Company to revise, supplement, update or correct existing disclosures.

).

IV.  Omissions and Misrepresentations ET %1 OiBchAIRD $

A. Qaims About GreenhouseGas Emissions From Burning Biomass

Enviva makesultiple statementsti K+ G SAGKSNI AYLIX 83X 2NJ adl S RANEBC
power plantemissions.Envivadoes notdisclose in any SEC filitiiat combustionemissionsare not
counted underEuropeancarbon accounting protocols€Representative exanigs follow.

1. daims in SEC filingghat burning biomass reduces emissions

9y @A G Qa 4. dz&wagsbtimétedto&SEBA S 6 ¢ :
along with theCompan2a y {1 NBLI2 NI RI (SE ke
2015. The document contains statements, some European Union 2014
presented in a graphicérm (Figure 2), claiming that the report: biomass can lead to
CompanRd LINP RdzO0 NBRdzOS& OIF Nb 2 y SYAaa?\Z ao ¢KS&S
statements rely on the fact that EU and UK policy treat e
emissions from burning wood pellets as zero by policy
convention, and are thus misleading in the absence of

additional information.

Representativest 1 SYSyda FNRY 9y OAGh Qexcerpwr&@é@ngswaweWR

IPO filing documerdlso do not disclose that EU investorpresentationfurnished to investors
conventionignores combustion emissiond he following  and filed with theSEGn Form 8K (Current
statementsare not false, but they lack the necessary Developments)November 16, 2015.
clarification ofcatbon accounting conventiont® make

them not misleading:

foxml fu< Is”

¥g. dzarySaa h@SNDBRYS F 2INNB S a G 2 NA dd2o0YAGGSR 08 9y@A@E tlhN
AY CHNM/YPMNNByl 5S@St2LSytaoe LyAdAltte RIFIGSR hOG206SNI
MCZ HAMPXEX 5SOSYOSNI uHyykmcodnamp Bl RAYR (‘) €CSoNHzZ NBE HpZ H
KidLWYkkoosdaSODI2Bk! NOKA BS Ak SRI NkoRl ik ykmvSpEdepdnRomr dkKnliinYn mm i n ¢
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a) Woodpelletst Sy 6t S YI22NJ LI2gSNI ASYSNI (igaNk (2 LINE-
manner that reduces the overall cost of compliance with mandatory GHG emissions limits
and renewable energy targets®

b) Coal plant conversions I NB I GG NF OGABS RdzS G2 | O2YoAy!l GA
generators to profitably extend the permitted lives of plants that provide critical baseload

powerge/ SN} GK3¥* KSf LI O2dzy GNASa YSSG NB3IdzZA I GA2ya
emissionsand renewable energy usagé

Reading these statementan investor could benided, for instanceto believe that woodnherently
emits less carbon at the smokestgwér unit energy than coal, as is the case for natural®gas.

2.Caims in public documentsthat burning biomass reduces emissions

OYDBADI Qa LINBY2(GA2ylLt YIFIGSNRARFf A AyOfdzRS LINBaa NE
of the claims made ithese materials appear to be misleading under FTC rules that regulate business
to-consumer transactionandbusinesgo-business transactions. To the extent that claims made in

public materials are not properly qualified or contextualized in companyé$limith the SEC, they also

can bemisleading to investorgkepresentative examples follow.

a) The Clean Power PIgEGPPA & 9t ! Q& Na&dichyCh misgighdrantidpower sector

The EPA developegimission reductiomgoals for each stateithad 8 3G aeadSY 2F SYAiaa
(BSERat includesreplacingsomefossiHueled generation witlzero-emissions renewable

technologies like wind and solpower. EPA explicitly did not include biomass energy as pahieof

BSER, and while EPA has iatdid statesmay be able to burn some biomass under thlean Power

Plan the agency has acknowledged thatfaing biomass with coal can degrade facility efficiency and
increaseCQ emissions” NonethelessEnvivaissueda press releadéf2 f £ 2 g A yimalizaAianof Q &

the Clean Power Plahat may create the impression for investors that EPA is encouragHigrap

wood pellets with coal, oconverting coal plants to burn woods a way to reduce emissiomsder the

CPm CAGE SR a9y AAtAS yf LOLX A IIMREL Oty Z&2yA G adl dSay

G/ 2y @S Ndrddylants @aiédicated or efired biomass plants is one of the quickest and
most costeffective ways of achieving substantial reductions in emissions of carbon dioxide and

¥y GAGlE t N2&aLISOldzad CAf SR ! LINAf HDE HamMp® tF3IS nkmud !
KOGLWYKKG66PaSOPI20k! NOKADBSEAKSRIFNKRFGIFKMP PHAPTKANAMMPO M

Yo yn@l LINRALISOlGdza LI IS MKk pd ¢KS &l YS &Gl aGSYSyid 61 a NBLSH
F@rAtlrotS G GKS b! {5!Ki WLIOKIKAAGSITTOIFFIDB G S/eralt 12132 R A SR M ik MM
t ! we b[ovE-L t-h! { 5! WALIRT

®2 KAtS LISNJ a2 K aitl O1-FTENBRAAR FENR KX il (i azNITMENDERE d SN SINB FLIE - (/G
YSGKFYS SYAaadarzya | aa20AFr0iSR ¢AGK 3L & SEGNYOGAZ2Y FyR GN

39 U.s. Environmentérotection Agencybocket ID No. ERMQ-OAR2013-:0602 Technical Support Document for Carbon
Pollution Guidelines for Existing Power Plants. GHG Abatement Mea3unes,2014. &)e 616.

Yoy GAdl LINBaa NBf S| &SKUGUA eiciisSmERNHORMPKE NICHEN (@iaaatnSv phkin y k n n K
AR!{y.énncnnnlbmnnb. {2unmpdynnl %290Y2  {vagac2EO0ddpT
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other pollutants.. Countries arand the world are turning to biomagisicreasingly wood pellets

as a renewable, low-carbon source of base load energy and we are pleased that the EPA has

2LISYSR GKS R22NJ (2 GKSasS O2rftniz2noAzYlaa 02y Q0
As t is a physicaldct that burning biomass emits mof&Q per unit energy than burning fossil fuels, it
ismisleadingo claim that replacing coal WiK 0 A 2 Yl 84 & NBRdzOS & éappsoyiiatad &4 A 2
gualificatiors as discussegreviously in this review

b) A Novembe®015presentation for investofs from Envivaquotes a document from the
LYGSNH2OSNYYSyGlt tIySt 2United Nafions Clingite 2004: @atbén o Lt / /
emissions from coal are 4 timgreater than from forest wood biomadst t S kHzithad 2 F
documentthey cite” reveals that the chart from which Enviva is presumably qudtiegts CQ

emissionsrom biomasscombustionas zeran its assessment fakotalé¢ emissions from biomass,
whereascombustion emissionare included for coal.

c) Enviva @ebsite homepag® claims emissions are reduced relative to coal:

O0We export our pellets primarily to power plants in the United Kingdom and Europe that previously
were fueled by coaknabling them to reduce their carbon footprint by about 80 percehite

YIFE1S 2dzNJ LISt €SGa dzaAy3a adzadlrAylrofS LINFY OGAOSa
more than making pellet&Ve work for lower emissionshealthy forests and strong communities.

d) TheCompany &reguently Asked Questiohs 6 S 6"Islatés S

A have heard that burning wood pellets actually results in more carbon emissions than burning
coal. Is that true?

No. According to the UK Environment Agency, switching from coal to biomass reduces emissions of
carbon dioxide by between 74 and 90% difezycle basis.[1] Enviva consistently exceeds the
Greenhouse Gas (GHG) reductions targeted by governments like the UK.[2] We know this because
we track, internally audit, and are regularly assessed by stringent 3rd party audits3HfiG

emissions assciated with the harvest, transport, processing, and shipping of our produdige

report thesetotal lifecycle emission®n a regular basis.

CKA&a A& F YAatSIFIRAY3I FyagSNI G2 GKS jdzSadAaz2ys o8
I Yy R aliflegydld einissions are counted would be interpreted by most people to include carbon in

the actual wood that i®iarvestedfrom the land, which iemitted asCQ when the wood is burned.

However,as explained above, y @A I Q& I (@ odey'tie Xafbdn thakisScantained in the

“6.darySaa h@SNBASeb LINBaSyidrdizy F2NI AyodSadz2Na FAESR . @
C2N¥ yp/ dNNByYid 5S0SKRIRSyQEDEASNIYMMiA L fp R dzlIRF GSR GSNEA 2
Mc,g HAMpP Z 589§YOSNJ Hyg H}rIE/IpTA[')fR C§()[\IszI- NAJé“ HpVZ HI'I,MCCD (ON
KUOULIWKK@ZgEgoPaSOPIA2QKk! NOKA DS A kKSRII NkoRl nitl ykmviSpEdemdnRomr dKninnYn mm i n ¢

PROGLIYKK G666 DA LIBOMBD KR NREK NpaBaax A LIOOYy a@@d Np pOKIF LII SN ®LIRT

B 00SaaSRuph Oip o6 SNJ

MKOGLIYKK 666 0SY OA B GFANSYj diSyWid BN k SINGGS AR dh O p o SNJ
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harvestedwood fuel. The 74t0 90% NBE RdzOG A2y ¢ Ay fAFSO0tS SYAAaadAr:z
citation from a report which additionallstatesthat A (I impaitantito noté€ (i t& &ndlysid is based

on estimating emh & a AR tg the paint the biomass fuel enters the boiler, engine, or powerplant

and thus excludes combustion emissidnddowever, Envivéails to includethis important disclaimer

when it cites the statistic.

e) A brochuré® downloadableord y gAanBlo@d (S RA&AOdzaasSa a222R LISt f S
SYrAaarzyazé aaqraAy3a GKIFG FdzRAGA KIF @S T2 RA &1 @
0 NP OK dzNB  (iTHefeare detieraliréagoBs foil these very significant GHG redicgonst A & G A y 3
GPositive Drain/Growth Ratio 6 0 KS | NBdzYSy G GKIFdG GKS {2dziKS|I
harvested which does not relate directly to the calculationaafrbon emissions when wood
is burned?)

ORobust Sustainable Forestry Practicésére aresubstantialissues regarding the
sustainability oD y @A @ Q& LINI O (ids Oitudssed helgwi KS I NP dzy R

6Reduced Local Transpbré  EnwiRnnientally Friendly Shipping to Eutbpe 6 ¥ 2 Odza A y 3 2
emissions from land and sea transport).

However, he brochuredoes notlist the principal carbon accountingremisebehind theemissions
beinga t 2 d@harNdalcthat biomass combustion emissions are not counted

3. Jaims that EPAdoes not regulate bioenergy carbomemissions

Enviva is eager to develop a market for utiirade wood pellets in the United States, because their
customer base is currently limited relativelyfew companieoverseas TheCompanyprospectus
projectsthat the US marketor pelletswill be about 4 million tons per year by 202hd9 y @ An@dst Q &
recent filing to the SEC, ti@ompanystates that9 t ! Qlzan Power Planvhich mandateseductions

BlY 9YGANRYYSYy(d ! 3Sy0és Hnndd® aAiyrmySySWHeI NBSYSHNE ded 2 Yy A
KOGLWYKKG66DIAT 20 f 0A2SYSNERP2NAKAAI 2 RAKYSRAFkndpnn P9y dAN
PaAYAYAAAYIPINBSYK2dzaSyYal aPSYAaar2yaypyFNRYPoA2YlF aaypSySNE

I EKGGLWIYKkK 666 OSYDADRFE SYH & DR ARERAILSW S 4SS NFOKzMBIRE & A T

YOy GADl Q4 ONBROKdAINB AyOfdzRSa + OKIFNI &K2gAy3d AyONBEaAy3a ¥
adlkdSa GKI {coaskténtlygewsimisrs fimber than is harvestedihis is a specious argument when used to
justify treatment of bioenergy combustion as if it has zero emissions, as shown in the folkneimarios. Sayregion
grows 10 units of wood per year. In the first scenario, 1 unit of wood is harvaatturnedfor fuel. Emissions are
thus 1 unit anchet growth is 9 units. In the second scenario, 9 units are harvested and burned. Emissions are thus 9
units and net growth is 1 unit. In both scenarios, the 10 units of growth exceed the amount that was harvested and
burned, but emissions differ by 9@@rcent. In neither case can emissions be considered #ardher, it is a false
argument to claim that emissions from burning wood harvested in one location are offset by forest growth happening in
another location unless that offsite mitigation reents additional carbon sequestration that would not have
otherwise occurred.

Bt NRALISOUdzal KM 85 B IASEA RPN P GX BRESNADS adzoadl yaialtte |
Odzali2 YSNE Ay b2NlJKSNQV282hlIZNEd2]S@2Y$NhSI&'BAAYUBKE)\HZ@ZBLBNIEE 2
FYR FAYIFIYOAILIE LIRaAGAZ2Y YR FoAfAGe (2 YI4gS OF&akK RA&GNRAGC
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in CQ emissionsrom domestic power plantg) 2 dzf Rnew& &nabler fdér growth inascentUS
marketd'2

9t ! Qa NB3IAdzZA I GA2y 2F 0 AfedwhtheBtRe CRANNRIWRNPlarSeYicodrands2 Y &
growth in a US pellet market. In its risk disclosures, Enviva siates A& L}2aaAiof S GKI
EPA or individual states may seek (or be required) to regulate carbon dioxide or other GHG emissions

from biomassF A NBR LR PSNJ LI | yiadé

Box1:9t ! Q& NB3IdzZ I (iCQRyiissidieE 0 A2 Sy SNHe@

EPA issues pollution permits for langew or modified power plants under its Prevention of Significant Deterioration
(PSD) permitting program. In 2011, when EPA started regulzditigpn dioxideas a pollutant under the PSD program,
the agency enacted a thregear moratorium on regulation afarbon dioxideemissions from biomass power plantghe
moratorium was challenged in federal court by a coalition of environmental gratgstér for Biological Diversity v. EP|
722 F.3d 401;D.C. Cir. 2013lthough the environmental coalition won tlease, the court stayed the effectiveness of
its ruling pending resolution of broader challenges to regulation of all greenhouse gases under PSD program. As
EPA did not immediately start regulatingrbon dioxidérom biomass plants.

The Supreme Court subsequently upheld regulation of greenhouse gases in PSD permits at facilities large enoug
NEIj dzA NB LISNXAG&a T2 N (kg hikdgan Odlgs@ritl paitisudaié mattér). [ D.C.dzircuityalisq
finalized its rulig striking down the thregear biomasgarbon dioxideexemption, which expired of its own accord in
HnmnI O2yGNINB (2 9yO@AGIQa aidl 0SYSy i (TKdisknovikis cofdariey
that burn biomass for onsite powgsuch agnternational Paperwhich acknowledged iits Form 1&K for the year ended
5SOSYO6SNI omX H»Aamn that BAQT (Best Availék GCdntoof TechriolSdy) wauld be required for any
emissions increase above 75,000 tons per year if asoewce or Title V review was required for other regulated
pollutantsd ¢

However, EPAurrentlyregulates carbon dioxide frofmomass combustion in boilers that emit over a
OSNIIAY GKNBaK2fR 28. aP2y@SyaKaznl 9y OLWE Qdzi by &
biomass planOl Nb 2y RAZEARS aAy (KS TdzidaNBé A& YvYAraat Sl
misstatement elsewhere in the prospectus, statthgt a temporary exemption EPA granted for
bioenergyCQ from Prevention of Significant Deterioration permitting is still extan®  (UKitH the &
petition for rehearing in Center for Biological Diversity v. EPA is decided, the exemption for-biomass
fired power plants will remain in placeg®

S
R

B. Failure to DiscloseKnown Trends and Risks

AlthoughEnvivahas disclosed the existenoé regulatory risksincludingthe possibility that EPA or
another agency might altats treatment of bioenergythe disclosures stop short of disclosing the
emerging trendhat scientific and policy experiacreasingly recognézhat wood burning power
plantscan be a substantial source of carbon emissidesamples follow.

Yo, dzAAYSaa hOSNDASEhH LINBaSYydlGAzZy SEMIMYOSH (I2WE FROMGIRY 3 &
C2NXW Y/ dNNByli 5S0St2LISyiaoe LyAGAlItte RFGSR hOG206SNI mr
MCZ HAMpPE 5SOSYOSNIHYZ HamMpT YR CSONHZ NE HpX HAmMCO O !
KOGLIYKK 6 6DPaSODPI 2 @ip NI o &7 @ 31 20 kn 1R T I NkmRphvadr kv S NE dippiRIMbK G Y

0t N2 aLSOddzo ¢ IS

tNRALISOGdza 'd LI 3S nokoy PLINKS RIyES Azl S ¢ LN FLIS O @ra ! &
OF NP2y RAZEARS dzyRSNJ GKS /€SIy 'ANI! Olo
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1. EUand UK government scientists recognizecarbon impacts of bioenergy

Amodeling studyfromthe! YQa 5SLI NIYSyd 27F 9y S NEparticilagmMR / € A Y {
significant to Emiva and its main customer, DraXhe model comparedet emissions undescenarios

where trees are cut for pellets that are burneda power plant, versus scenarios where forests are left

to grow or are harvested for other products, and fossil fuelstadzNy SR F2NJ SYSNH& ® ¢ K
FYR GaINRgaé GKS F2NBa(tredifigRdSdes inl ferést clRboi ds GrieBigaibn & OS'y
carbon to the atmosphereand gains in forest carbon as a negative emission where carbon is taken out

of the atmosgnere. Whiled G FNRBY 5NJ E & K Dgemissikriate Fof bibmdsdwae Qa HJ
2,128 Ib/MWh(Figure 1)this is just what is coming out the stack and does not reflect net emissions

over time whichincludingthe lossin forest carbon uptake followmnharvestingsince reducing a sink

for carbon has the same effect @mosphericCQ concentrationas increasing a sourcdlhe DECC

report concluded thafor pellets maddargelyfrom naturally-regeneratechardwoodforests,the net

emissions rateemainshigh for decades, &,800 to 8,792 Ib CO2e/MWhwhen analyzed over a time

horizon of 40 years, and 1,689 to 11,407 Ib CO2e/MWh when analyzed over 108%Aaraie show

below, naturally regenerated hardwood forests aeeady a main source 6f Y @ Ap@llet feadstock

GKdza GKS &AO0SYINA2 A& RANBOGfe& NBtS@OlIyid (G2 9y DAL

2. Policymakersmay reduce subsidies for bioenergy based omarbon emissions

Enviva discusses thmportanceof renewable energgubsidiedor supporting thebioenergy industry
in its prospectus, butoes notdisclose theknown trend ofincreasing vulnerability of subsidies as
policymakers come to understand tiggeenhouse gasmissions impacts of wodadurning.

9 vy @ Ap@epextus acknowledges the importanakrenewable portfolio standards in tHéSand the
inclusion of wooeburning bioenergy as an eligible technology

dn addition to federal regulations that limit carbon dioxide emissions, 29 states and Washington,
DC have Renewable Portfolio Standards YRS require power generators to meet specified
renewable energy targets by certain datgs.

Renewable energy receives subsidies, and the loss of subsidies can serve as a disiAsentive.
discussed below, Washington DC has actually eliminated subfdistandalone biomass electricity
plant o6dzi GKAA FlLFOG Aa 2YAGOGSR FTNRBY 9y @A@lQa adal

The prospectus also notes that bioenergy is promoted by policies and financial incentives in the EU/UK:

Consumers of utility-grade wood pellets currently useproducts either as part of a binding
obligation to generate a certain percentage of low-carbon energy or because they receive direct or
indirect financial support or incentives to do>3o.

PeKS y2il 0 E2RNBEABASHKS It 20Ft 6FN¥YAY3 LRGSYGAIE 2F HEt 3
STTSN t2F/ So

BLOSLIKSYa2yHhgiR aDytPd S

> prospectus page13/123

®t NP & LIS Ofidmaoyd 38
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However Envivadoes not disclose an important trendhat asthe environmentalimpactsof
bioenergycome to light policymakers are increasingly questioning and even curtailing subsidies for
biomass power. In the U.SVashington DC has eliminated subsidies for-&fficiency wood burning
power plantsunder its Renewable Portfolio Standard prograffias has Massachusettéand in
Vermont, the Public Utilities Commission denied a Certificate of Public Good to abmooidg power
plant based on its carbon emissioifghus preventing it from being builtin the UKthe government
has beercutting subsidies for renewable energyandin one casespecifically identified bioenergy as
a carbonintensive technology that is not a losigrm climate solution. In a December 2014 decision to
terminate automatic extension & paticular subsidy prograrfor new coalto-biomass conversions (
subsidy hat would haveencouragel conversion of an additional Drax unit from coal to bion)alse

UK Department of Energy and Climate Chamgted that without significant development in casb
capture and storage,

"emissions from such biomass plants are likely to be too high if we are to meet our longer term
decarbonisation targets. This is therefore a technology for the gbort to help us meet our
2020 renewables target and to help ouansition to a lowcarbon power sector®®

Thisstatement ofUK government policy, which demonstrates a focus on wood pellet burning as a
transitional strategy but not as a losigrm strategy for renewable energigs highly relevant and
material to Envivaiven that Drax is one of its three main purchasers. The intent of the UK subsidy
decision appears to be to slow the growth of electricity generatiom biomass

¢ KS & /YIQND 2 yWebsithlAss fedognizethat subsidy cuts were intendeih reduce lomass
capacity growth:

GThe idea behind this is to prevent increases in biomass generating capacity. Today, there are
2.4GW of biomass conversion capacity that will convert if state aid approval is given. Without
2RI Q& OKIy3ISas &edndefto46GWiy020/2Rreeniing thiefideh R A Y
happening will, they say, avo500m in costs in 2020/2¢ %

Drax is a publicly traded company in the UHKe threat of cuts to subsidies for biomass made shares
of Drax fall significantly in December 20hs a result of the UK decision to cut subsidy levels. Shares

SKSH G LIYKK 6 6 ¢ DIV ISHYIE @ k RBEIK H 1 Mp K N1 0 KB M MM SR [ G GeHLARED . H 7
SGOLIYKK 6 6DY | & dz0A 208 BN SBAKE NBEHNBSND E 150 A 2 Y FLI2ANTINEERE SKRT ANERS

0 A 2 YUIETAA O dK Y f

{ SKSU G LIYK K 6 6 6 © LIFOLIA2DA ERESIN SRGH 2k yEIRINE W | RANB Sy ®eaaSa da A2y a

Pl doaARASA SSNB SEAYAWS (ER2 FI2ANA yISPs NI WIREyia FFGESN al NDK
0SYSTAG FTNRBY O2YLISGAGADBS G022y iNI-DI2FSNERFBPENEEBY JE&A 1ONI C
F2NI I [/ F5 AT (KSep3IDKAGKHSYy O YAWR YY1 2 FE AYAGSR dzasS 2F KS
0A2SYSNHe FILOAfAGASAa OFly o6SYySTAG NB3IIFINRfSaa 2F STFAOASY

% Consultation on changes to grandfathering pplidth respect to future biomass daing and conversion projects in the
Renewables Obligation, December 12, 2014
https://lwww.gov.uk/government/uploads/system/uploads/attachment_data/file/386289/biomass_condoc.pdf

BROGGLIYKK 666 DO ND ¥ F-8MRE REZISHX-RBIBETES 63 03 NGH & «
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fell again by more than quarter in 2015after analysts stated that the change in subsidies could
AAIYATAOLIyifteée NBRAzOS (20572 @BE@ueR)l yeQa SENYyAy3Ia Ay

Drax Group Plc
LON: DRX - Nov 18 1:53 ]!
215.00 +11.50 (5.08%)

1 day 5 day 1 month 3 month 1 year 5 year max

Figure3. Drax shee price November 18, 201@November 18, 2015

While the Drax facility purchases wood fuel from suppliers in several courtEnes/a reports thathe

bulk ofits wood pellets are sold to Drax and just two other custonfé@,dzZ33SadAy 3 GKF G 9
proa LISOGa FNBX LINKaSyidafte O2yySOGSR (2 (GK2aS 2F 5NJ
months after the December 2014 announcement in the UK, makes no mention of policymaker doubts
and subsidy cuts for renewable energy that included Drax and dieenassburning power plants in

the UK The Company does acknowledge in a general way that their busingk$s S A YL#EOG SR 6
bioenergy incentives change in the E.U.:

(4) Significant Risks and Uncertainties Including Business and Credit Coiocentrat

¢CKS tFNIYSNEKALIQa odzaAySaa Aa aArAayAFAOFydfe A
SySNHe tS3aratldAz2y yR NB3IdzZ I GA2ya Ay GKS 9dzN
Y2RAFTASA adzOK € S3IAaft | A 2s46bility oRnteNBtArdzf dotracs ¥sa = U K
the current contracts expire may be materially affectéd.

“p2aRSYys 9@ 4. dzRISG HnmpY DNBSY SySNHe& O02YLI yAsSa KAG | a
HAMpBPI G LIYKK 66600 St SINF LIKDO2 ddz] w i ANBSYRRBIRI-KEBEMT HT 0T vy K
| KI y GSti BB S ohddb §ARASADKEG YT

B9y @ArDdlr Qa Wdzy S o28/Rstatesiip K@n v | NG ySINEH KA LIQA LINA Y NE Ay Rdza G NA
9dzNR LIS® ¢ KNBS Odzadi2YSNE I O02 dzysél& Hurifg2hidhréereifontt® &nded Bufie 30,1 NIi y ¢
Hamp YR ez RdAdINAYy3I GKS AaAE Y2yiKa SyRSR WdzyS onI HAampd
product sales during the three months ended June 30, 2014 and 98% during the six months éhded JuX H A Mn d§

% From June 30 10Q page 22
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However, Enviva's prospectus argues that subsidy lossaséikelyto occur, even as they already
had:

Northern European countries, in which the primargtomers of utility-grade wood pellets are
located, all have strong track records in grandfathering biomass energy projects where significant
capital investment has been made. Although regulations for new biomass energy projects do
sometimes changéehere have been no examples to date of Northern European governments
implementing retrospective changes or cuts to incentives offered to such biomass energy
projects®
a2NB NBOSyilGfeszs 9yOADlIQa b2@OSYOSN) Hamp G thdeg@Ay Sa
{9/ OflAYa GKFG GKS g22R LISt fSG YIN)| SUAshfa a{ S
November 2015, Envivaad so farnot engaged ircorrective or updated disclosure of the loss of
subsidies by its largest customer as a result ohgeain UK policy.

C. daims About Forests and Fuel Brrvesting

Harvesting trees fofeedstockhas proved to beontroversial forEnviva®” When waste wood or

forestry residues are used as feedstock, it is assumed that because materials would eventually
decampose ancemit carbon dioxidey SG  OF NbD 2y SYAdaAizya FTNRBY 0dz2NYVA)
emissions that would occur anywaslthoughburning is instantaneoysvhereasdecomposition takes

years to decades). In contrast, harvesting trees that would wtise continue growing anthking

carbon dioxideout of the atmosphere has a greater and londasting net impact on atmospheric

carbon concentrationAdditionally,intensive forest harvesting for pellet feedstock has proven to be
inherently objectionabléo environmentalist&® andthe public

8¢ | 3 Sk aeipR a LIS O G dz&

6. dzarAySaa hOSNBASeh LINBASYdl A2y FT2NI AyOSdSadz2NBE TAt SR . @
C2N¥ Y/ dNNBy (i 5S@St2LSyidavd LYSRAGENBARYASRI GOGEB6SWI M
MCZ HAMPY 5SOSYOSNIHYZ HampT YR CSONMzZE NBE HpX Hamc® ¢
KOGGLIYkko66PaSODPI2 k! NODKA DS Ak SRII NkoRl itk yxmvSpEdsmdnRomr kKnlinYn mm n n ¢

71§85 Wdz Ay {OKSO| | yR-Fuek 36 KDKS5 ¢z8INY & &2 dZNF SN DI DHB E¥ NB &
online version May 27 2013. http://www.wsj.com/articles/SB10001424127887324082604578485491298288b14
W2068& 2| NNAO] @ | 26 9dz2NRPLISQa Of AYl GS LI forhPOst, Sue 2f 15 Afi 2 Y 2 ]
https://www.washingtonpost.com/national/healtfscience/howeuropesclimate-policieshaveled-to-more-trees-cut-
downrin-the-us/2015/06/01/ab1a2d9€060e-11e5bc72f3e16bf50bb6_story.html

% Greenpeac¥ ¢ KS 2 NAI y Ading & Bidvigsa: 3VhyNBbrhity Ndees toCEaiergy Will Harm People, the Climate,
YR C2NBataed Aa | KAIKE& ONARGAOFE €221 4G GKS /[ IylFRALFY
(http://lwww.greenpeace.org/canada/Global/canada/report/20MD/ForestBiomess_Eng.pdf)

National Wildlife Federation With Southern Environmental Law Center, NWF conducted a study that was highly critical of
the forest and biodiversity impacts of harvesting wood by Enviva and other pellet companies in the U&aSouthe
(http://lwww.nwf.org/news-and-magazines/mediaenter/reports/archive/2013/1205-13-forestry-bioenergyin-the-
southeast.aspx)

Natural Resources Defense Counicih dzNJ C2NBadGa ! NByQl CdzSfé¢ OKOAOGLIYKKGES S PY NR
sStates

a . dmidrees to produce electricity is dirty and destructive. It creates more carbon pollution than coal, gas, and oil. It
RSaidiNRrea FT2NBadGa FyR 2dzNJ KSNAGF IS f2y3 gAGK GKSY®E
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Enviva makes a variety of contradictory and confusing assertions about its wood harvesting practices
some of which may create the impression that iempanyprimarily uses forestry residues as pellet
feedstock, raher than whole trees These assertions add to the aggregate of misinformation that

might cause a shareholder to conclude tay’ @ ALINPCRdzOG a | NB G Sy .@hhgaty YSy (|
of the relevance of forest stock changescarbon accountingincludng both reductions in standing

carbon and reduceéuture carbon sequestration}the confusing information may raise additional

guestions about the viability of the company's wood pellets as a GHG reduction strategy.

1. A significant portionT £ %1 O Esfbéka@nesarAnd dhole trees, not wastaood

Despite varying descriptions of the categories of wood used as feedstock, it is cleardnge
LINELR2NIGAZ2Y 2F 9y OAQl Qa FTSSRailz20] WzhwapafyNRY NE

9y @A DtessalestriptiBn, as included in the prospectisnonstrateshe facility handlslogs:

Our production process can be divided into four subsystems:

1. Log Receiving, Storage, Debarking, Chipping, Chip Storage and Chip Transfer:

w Ly O2 YA yé& trutk\sbialeq afad akdirofitdd tcRu@loading areas and storage piles
based on their contents.

w Cranes feed logs into a processing system, where bark is removed.

w 5S0FNJ SR £23&a INBE FSR Ayid2 | OKALILISNI o& |
w / K A [filiel3sRrangf@rr2dvia conveyor either directly to the drier or into secondary

storage.
w . FN] o0@LINRRdzOG A& TSR RANBOGT @ 2 0KS ¥dzN

lj
w t dZNOKIF &SR 3INBSY OKALMA | NB dzyf 2 RSRhekhips I &S
to a furnace fuel reclaim system, a dryer fuel bin or a chip storag&’pile.

TheCompanyburnsbark andforestry residuegtree branches and top$d generate heat for the dryer:

Green Sizing, Dryer Heat Generation, Drying and Air PollutidnoCo

W /| KALJA TSR RANBOGf& FTNRBY (GKS LINAYINEB OKALL
green hammermill infeed conveyor which feeds the chips to a dryer metering bin.

w Bark, residuals and process waste are fed by front loading moédeipment or directly from
the debarking drum into the furnace fuel bin.

w CdzNy | OS FdzSf A& 0O02Y0dzalSR Ay GKS g22RmnFAN
flue gas is drawn through the drier with a furnace induced draft fan.

W / K adifiheadSisfed &ig the dryer metering bin through the rotary kiln dryer and conveyed
to the dry hammermill island.

w CfdzS 3ra Aa RNlIgy (GKNRdAK (KS Oeodfz2ySaz o

remove particulates prior to discharge to atsphere’

SierraCluy ¢ KS 2NBIFYAT A2y Qa8 GoA2Yl &a Jewrdybiom@sSghidanck)Statésly K K 6 & 6
GbliA@S C2NBadta FNB LINBaSyidfte GKS tFNBSAG a2dz2NDOS 2F  FdL
we oppose all biomass energy generation processes including fuel production which contribatddsttuction of
existing forests, including national or native forests as well as remainifg bI® 6 G K 2 NJ NR | Rf Saa I NBI 2

¥t N2 A LISOiidzaik h @ S
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Figure 4. Documents from Enviva specifying the types and amounts of vadeecan accept as pellet
feedstock at its facilities.

Yt N2 A LIS Okidzaik bk & S
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Document2 0 it AYSR TNRBY 9y OAGlI 2dzif Ay S*laiNeHgyFARI2(RA LA
(Figure 4), adspecifyg 22 R dzAS |0 OGKNBS 2F 9y OQOAQlI Qa LIl ydasz
OKALE |yR &l g6Rdza(d s O2yadAldziSa” RokrStaned; tBeddthiniedt 2 F
adlrdsSa GKIG 9y @ADEQa ! K2 a1l A Bsofuduhdydod periyeadi(45D G (G A Y S
truckloads per week), and 250,000 tons of chips and sawdust.

Datafrom5 N} EX 9y @A @ Q& indicatesthataddgnifi@ant fropBrtion df taepellets it
imports from the United States are made from whole treesppgosed to residuesn its fuel sourcing
report submitted to the UK governmetior 2014, Drax states that it bought 2,380,347 tons of pellets
from the United Stateswith more than 80% of these pelletsade fromcategoriesof wood that

include whole tres.

Forestry residuesBranch wood, tops, bark and other residues (collected from forests at harvest,
which can include othdow grade woogt 942,039 tons
Diseased wood and storm salvagBimberthat is diseased or has been damaged during a storm:
164410 tons
Thinnings Roundwoodrom a forest or plantation thinning, as long as this practice does not
change the land use status of the ar&85,815 tons
Long rotation forestry, Low quality fiboréfrom broadleaf or conifer tree plantations felled after a
growing period of several decades, and then replant@i374 tons
/[ FGSIA2NASa 2F g22R GKIG OFy AyOfdzRS gK2tS GNBS
F2NBadz¢eé FyR at2¢ ljdatAGe FAONB FNRBY LI I ydl GAz2

I 002 NRA Y 3owi @ta,2hé Erjoidy ofXle wood theCompanyuses to make pellets is sourced
from hardwood forest® ¢ | 2 ¢ AS5F OB BldzNA o { 2whichTeleMdtogines) (i 62 2 RX

Species Information

. mill | Species Breakdown (hardwood vs. softwood)
Ahoskie HW-78%, SW-22%
Amory HW-48%%, S5W-52%
| Monroe (Third-party supplier) | HW-82%, SW-18%
Northampton HW-89%6, SW-11%
Southampton HW-100%
| Wiggins HW-43%; SW-57%

Figure5. The balance of hardwood and softwoaded at9 @A @1 nills. ISt £ S

MTeKS{IC2NBal {SNBAOS RSTAYSa GNP dzyRIRR By RNERWZOGNE IBHSHT & SR
GNBSa F2NJ AYRAZAGNRIf 2N O2yadzyYSNJ dzaSad Ly Of dzRSa &l gf 233
LAfAYIEAT LRESAaT LRadaT KSgy GASAT YAYS GAYOSNRT |yR @I

KliLIYKK 660 DY NERDHE 2 DT SMBLDA MIBA K RR2A& 1+ NBEKRSTI dzf 4 @ &LJ
oy gADr TFTdzSt akdSIAAYFkAKQ | AldeCREERE ENPO® A2vk 8 LIRAKH AMOKAYy KY2 6 1 Of &
BoyGArAdl FLHOGAKSSG GAGE SR GOy ODARSI CSaNHBpNER NJ ¢ NI RSNJ 9! ¢w / 2
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In contrast to he pine plantations that are found so abundantly in the Southeast, where genetically
homogenous trees are planted in rows, hardwood forestsnaturally regenerated andontain a

variety of native species. Unless the hardwood forest is converted toegpgbamtation, companies do
not typicallyreplant hardwood forests after harvesting, instead relying on natural regeneration of the
forest.

2. Satements that obscure use of whole treeas pellet feedstock

QY BADI Qa aul G4SYSyda itussdndyicrediektits imprassidnlingtdreotFanys 2 2 R
does not substantially rely on wheteee harvestingor pellet feedstock TheCompanydoesstate that

it uses whole trees as feedstodiyt such disclosures are buried amamgltiple, conflicting

statements i its public documents and SEC filings that predominatésgcrite the Company a

feedstocks as coming from sources of forestry residues (tops and branches left over from sawtimber
harvesting), mill residues (like sawdust) and other sources of waste wadtie aggregate, therefore,

we considetthese statementsto be confusing and misleading. For instance:

a)AO NP OKdzNE | @F At ofS (2 stateshat nikoof the @edBtytk i9fo@A O Qa
Gdzy RSNHza SRé NBAARMZSSAZ [dARR 20/X Yo SNy (A RYId X f (2B &

PUTTING UNDERUSED RESOURCES TO GOOD USE

Enviva produces wood pellets from both processed and unprocessed wood residues. Our processed
wood raw materials include chips, bark, and sawduspimducts from wood procesgj facilities.
Unprocessed residues include tree tops, branches, stumps, and other forestry debris remaining after
the primary biomass (or the tree trunk) has been processed and shipped from the forest. These
unprocessed residues would most likely othesvgs unused as a resourddditional biomass

sources currently include lowgrade round timber’

Reading this description, all but the most meticulous, skeptical reader might imagine that the bulk of
materials utilized come from waste materials that wooltherwise be cut down and left to
RSO2YLRaSo | S GKIF G 3 NIHIR S SNRIIYYRO Sl ANBGIS NNER AW a6t S
different reality-- that asubstantial portiorof pellet production comes from cutting down trekise

those pictured irFigure6, a photograph from a logging operation whdrarvested trees were trucked

ol O1 1 2pelenpd@it O Qa

"I KGO KK 666 OSYDADRFESYH & saiDRARERAILSW SGa. NEOKdZNBwSAAT Syd
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Figure6. Stumps at thdJrahaw Swamp in Woodland, N&hich was harvested iWlay, 2015. The stumps are
Bald Cypress Trees thaere several deades to more than 100 years old.

b) Similarly, almost none of the statements about materials sourci®yyh@ Ap@specius
FOly26t SRAS GKI G & @lNBeSdstéckihodgh thelcarégorRray lye inpldlin thé
LIKNJ &S af 2 ¢ @distthdrBre geReaked il a hiar@esy
Our raw materials are byproducts of traditional timber harvesting, principally the tops and limbs of
trees as well as othdow-value wood materials that are generated in a harvede procure
wood fiber directly frontimber owners, loggers and other suppliers. Industrial residuals (sawdust
and shavings) and forest residuals (woodchips and slash) are included opportunistically when they
provide a cost advantag®.

c) Other parts of the prospectus contain conflicting dé@stons. For instance, the following
allGaSYSyid Oly26tSR3ISa (GKFG 9y OPADE Qa GLINRKYI NEBE
the Companybalse¢ dza Sa Ay RdzZaGNALFE FyR FT2NBad NBaAARdAzZ t aod
where theCompany2 statement implies that only residues and lexalue materials are used

Our primary source of wood fiber is traditional pulpwogevhich has historically exhibited less

pricing volatility than other sources of wood fiber. To ensure a low-cost raw iadatposition, we

also procure industrial residuals (sawdust and shavings) and forest residuals (wood chips and

slash), which have been more volatile historically in terms of price and supply but occasionally

represent lower cost alternative inputs.

" http://www.dogwoodalliance.org/wpcontent/uploads/2015/06/Wetlandd_ogging nvestigationFlyer.pdf
°t N2 & LIS OMdzk uh @ S

Tt N2 & LISIO#SIz K MmN m
31



Thestatement that theCompanydza S&4 GG NI RAGA 2y € Ldzf LI622RE A& | f
GKFG 1020Ss GKFG 9y @ADL SY LjfragtieegiEnvivdnorRpetbiditfieStiR ¢ ¢ 2 2
with the pulp and paper industry fgulpwood. The domestic foi and paper industry is increasingly

alarmed at the harvesting pressure on certain areas of the Southeast where pellet plants are being
located. Representative concerns, as set out in a presenttigven on behalf ofhe pulp and paper
companyMeadWestvam, are that the pellet industrywill create damage and dislocation in domestic

wood marketsthat the forest resources intheregion 2 y Qi adzadl Ay GKS KI NBSai
the vast majority of the fiber is coming from whole trees, not residualsecent report commissioned

08 GKS ! YSNAOIY C2NBad FyR tIFLISNI!aa20AFrGA2y O2
scheme, which gives renewable energy generators a guaranteed price for energy that generally

exceeds the market price, willlaw pellet producers to pay up to $53 per ton of wood fiber, far

greater than the current price of $11 per green ton.

The domestic pulp and paper industry is concerned that these subsidies are driving up the price of
pulpwood. Partly in response to #se concerns, the EU has announced an investigation into that the
next coalto-wood conversion of a boiler at the Drax plant, stating that
GGKS Y2dzyld 2F 922R LIStftSta NBIdZANBR Aa O2ya;
global wood pellets marketral demand from the Drax conversion project could significantly
distort competition in the biomass market. The Commission is therefore also concerned that
on balance the measure's negative effects on competition could outweigh its positive effect
onachieW 3 9! wnwun GFENBSGE T2NI NBySsloftS SySNHE O

d) The prospectus also provides a list of feedstocks. Here dgairole ofé i NJ& Sawaplayed by
using KS LIKNJIINI R S6 [62@ R FAOSNE YR 62 2dHephiake G A& d:
GO2 YYSNDOYHAS 4 KR ¥ 3 Qisdaionthat the cordpaniyB faiesting whole trees:

Our procured wood fiber consists of:
w Low-grade wood fiberwood that is unsuitable for or rejected by the sawmilling and lumber
industriesbecause of small size, defe (e.g. crooked or knotty), diseadéJo LJS aid AyFSadal i

W ¢2LJA FYyR fAY0oAY GKS LI NI& 27 NESa GKFG
W I/ 2YYSNOAIIf GKAYYAYy3IAY KIN.]ZSéué 0KFG LINER Y:
weaker or deformed trees to reduce competition for waterNtSy 14 | YR adzyf A IKG”
W alff NBAARdISaAY OKALBEE al%Rdzald | yR 230KSNI |

BLNBYS Y24t fOl&81s 5ANBOG2NE Df26kFf { 2dzNDAyYAC2NR &0 AtOEER dadsi
LYRdzZAGNE t SNRALISOGA DS v t NBaSyidlridAazy 3IA@BSy i GKS YSydad
I @IOMESK GHGOLIY kK k { A dzO-OF FNBY GOANK 8 LIRAKk H A MoKk Ny W2 g 1 OT @1 wt NBa S
KGGLIYKK 66 6 DRIYVIISYYI&OHHE D RAKkHAMpkMMKY26Ff Ol 81wt NBaSydl Ga:s

“"WL{LZ HAMpPO® 'y FylLfteara 2F 'Y 0A2YIFaaylLBsSRI EROSNDRY N
NBf SIK&S LIk k| FI Y RLIF @2 NHk Y SNRB & SaynSadefix 1 HRO - oRaia-R R &-§ SR
Y I NJF GaNg 2RA 6 S NJ

8 European Commissiot NBaa NBf SFasSy a{ Gl iéth inveRigyation ito VK publié sugpgit f@ LISy & A
5N} E LI26SNI LX I yi®é . higizaudofated/rapidfpresstielgadal IRE2_ an.htm The tedmii
GoA2YlIaaé¢d KSNB NBFSNA (2 020K FdStg22R YR FSSRaG20] ¥+
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Figure7. A wood truck leaving a harvest site; another truck entering the pellet ffant.

e) When Enviva does acknowledge in the prospectus that it cuestrié states they ara y 2 y
Y S NOK | yoriothénkise éefective. However, these are the same materials that prdeiegstock
for the pulp and paper industry:

Demand for the non-merchantable trees, waste products or byproducts that we use is generally
low because they have few competing uses, and such raw materials represent approximately
10% to 30% of the value paid to a landowner for any given harvest. The tops, limbs and other
low-grade wood fiber that wood pellet producers take would otherwise gegdyalleft on the

forest floor, impeding reforestation, or burn&d.

f) On the website, the admission of whole tree use is found on the Frequently Asked Questions page:
oDoes Enviva use whole trees?
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