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- IMPORTANT NOTICE -

THIS MEMORANDUM INCLUDES CERTAIN STATEMENTS REGARDING OUR ANTICIPATED FUTURE RESULTS, PERFORMANCE
AND ACHIEVEMENTS. THESE STATEMENTS ARE SUBJECT TO VARIOUS RISKS, UNCERTAINTIES AND OTHER FACTORS
THAT COULD CAUSE OUR ACTUAL RESULTS, PERFORMANCE AND ACHIEVEMENTS TO DIFFER MATERIALLY FROM THOSE
EXPRESSED IN, OR IMPLIED BY, THESE STATEMENTS. THE INFORMATION CONTAINED IN THE BUSINESS PLAN WAS
PROVIDED BY THE COMPANY AND OTHER SOURCES. IT HAS BEEN REVIEWED, APPROVED, AND RELEASED BY THE
COMPANY, WHO ASSUMES RESPONSIBILITY FOR ITS CONTENTS. ESTIMATES AND PROJECTIONS CONTAINED HEREIN
HAVE BEEN PREPARED BY THE MANAGEMENT OF THE COMPANY AND INVOLVE SIGNIFICANT ELEMENTS OF SUBJECTIVE
JUDGMENT AND ANALYSIS AND ARE BASED ON CERTAIN ASSUMPTIONS. ACTUAL RESULTS MAY VARY FROM ESTIMATES
AND PROJECTIONS AND THESE VARIATIONS MAY BE MATERIAL.

THE INFORMATION PRESENTED IN THIS DOCUMENT IS HIGHLY SENSITIVE AND CONFIDENTIAL AND IS TO BE USED BY
AUTHORIZED PARTIES FOR THE PURPOSE OF DETERMINING A PRELIMINARY INDICATION OF INTEREST IN PHENIX
ENERGY GROUP, INCORPORATED (“THE COMPANY”). BY ACCEPTING THIS MEMORANDUM, YOU ACKNOWLEDGE AND
AGREE THAT: (A) THE INFORMATION CONTAINED IN THIS MEMORANDUM IS THE COMPANY’S PROPERTY AND CONTAINS
CONFIDENTIAL INFORMATION WHICH IS THE COMPANY’S PROPERTY, (B) YOU WILL NOT RELEASE THIS MEMORANDUM
OR DISCLOSE THE INFORMATION CONTAINED IN THIS MEMORANDUM FOR ANY PURPOSE OTHER THAN YOUR
EVALUATION OF THE COMPANY, (C) YOU WILL NOT REPRODUCE THIS MEMORANDUM, IN WHOLE OR IN PART, (D) IF
YOU DO NOT WANT TO PURSUE THIS MATTER, YOU WILL EITHER DESTROY OR RETURN THIS MEMORANDUM TO US AT
THE ADDRESS LISTED BELOW AS SOON AS PRACTICABLE, TOGETHER WITH ANY OTHER MATERIALS RELATING TO THE
COMPANY WHICH YOU MAY HAVE RECEIVED FROM THE COMPANY.

NO REPRESENTATION OR WARRANTY, EXPRESSED OR IMPLIED, IS MADE AS TO THE ACCURACY OR COMPLETENESS OF
THE INFORMATION CONTAINED IN THIS OVERVIEW. NOTHING CONTAINED HEREIN IS, OR SHALL BE RELIED UPON AS, A
PROMISE OR REPRESENTATION, WHETHER AS TO THE PAST OR THE FUTURE. THE MEMORANDUM DOES NOT PURPORT
TO CONTAIN ALL OF THE INFORMATION THAT MAY BE REQUIRED TO FULLY EVALUATE THE COMPANY FOR A
POTENTIAL BUSINESS RELATIONSHIP, AND ANY RECIPIENT THEREOF SHOULD CONDUCT THEIR OWN INDEPENDENT
ANALYSIS AND DUE DILIGENCE PROCESS. THIS PRESENTATION IS FOR INFORMATION PURPOSES ONLY AND DOES NOT
CONSTITUTE AN OFFER TO SELL OR SOLICITATION OF AN OFFER TO BUY ANY SECURITY.

CONFIDENTIALITY PROVISION

BY ACCEPTING THIS BUSINESS PLAN, THE RECIPIENT AGREES TO MAINTAIN IN STRICT CONFIDENCE THE CONTENTS
HEREOF AND OF ALL RELATED DOCUMENTS AND NOT TO USE SUCH INFORMATION TO THE DETRIMENT OF THE
COMPANY OR ANY OF ITS EMPLOYEES, AFFILIATES, AND OTHER REPRESENTATIVES. DISTRIBUTION OF THIS
MEMORANDUM TO ANY PERSON OTHER THAN RECIPIENT AND THOSE PERSONS RETAINED TO ADVISE THE RECIPIENT
WITH RESPECT THERETO IS UNAUTHORIZED. ANY DISTRIBUTION OF THIS MEMORANDUM OR USE OF IT FOR ANY
PURPOSE OTHER THAN EVALUATING A POTENTIAL INVESTMENT IN THE SECURITIES, ANY DISCLOSURE OF THE
CONTENTS OF THIS MEMORANDUM, OR ANY REPRODUCTION OF THIS MEMORANDUM OR RELATED DOCUMENTS, IN
WHOLE OR IN PART, WITHOUT THE PRIOR WRITTEN CONSENT OF THE COMPANY, IS PROHIBITED. NOTWITHSTANDING
THE FOREGOING, RECIPIENT AND ITS PARTNERS, EMPLOYEES, MEMBERS, REPRESENTATIVES OR OTHER AGENTS MAY
DISCLOSE TO ANY PERSON WITHOUT LIMITATION OF ANY KIND THE TAX TREATMENT AND TAX STRUCTURE OF THE
CONTEMPLATED TRANSACTION AND ALL MATERIALS OF ANY KIND (INCLUDING OPINIONS AND OTHER TAX ANALYSES)
THAT ARE PROVIDED TO THE RECIPIENT RELATING TO SUCH TAX TREATMENT AND TAX STRUCTURE.

CONTENTS OF MEMORANDUM; ADDITIONAL INFORMATION

EXCEPT FOR THE FINANCIAL STATEMENTS AND AS OTHERWISE INDICATED, THIS MEMORANDUM SPEAKS AS OF MARCH,
2010. NEITHER THE DELIVERY OF THIS MEMORANDUM NOR ANY SALE MADE HEREUNDER SHALL, UNDER ANY
CIRCUMSTANCES, CREATE ANY IMPLICATION THAT THERE HAS BEEN NO CHANGE IN THE AFFAIRS OF THE COMPANY
AFTER SUCH DATE.
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For additional information, contact:

Fhenix Encrgg GrouP

Owned and Operated by

Gerald J. Leroux

CEO

USA Office

34950 US 19 North,
Palm Harbor, Florida 34684, USA
Phone: (727) 772-1704 Fax: (727) 772-1784

Email: gjl@phenixgrp.com
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1. PLANNED SCADA REPORTING SYSTEM

Effects Whachosd B
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Overview:

SCADA or Supervisory Control and Data Acquisition,
generally refers to industrial control systems. Although

there

are many companies that manufacture

components or complete systems, there is no one
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absolute definition for the system. In
most applications, the SCADA devices
are used to provide supervisory
=«  oversight. Historically, this meant that
the supervisor could review
oy | (historically) statistics or indicators
that led up to or were leading up to an

P~ Y

event. In recent years, DCS or
Distributed Control Systems made an
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effort to supplant SCADA but the
underlying capabilities of SCADA

supplemented by low latency and greater bandwidth
has resulted in a narrowing of the discrepancies
between them and now there is little room for
argument as to which accomplishes the most.

These diagrams on this and the following
pages depict a SCADA system that is used to
monitor and respond to an error state in a
flow control system. The screen shots show
iconic representations of valves, relays,
switches and sensors. Different colors are
used to identify the current status of the
given device and a knowledgeable operator
can infer certain conditions based on the
display state.

The Changing Face of SCADA:

For years, SCADA only reported on what had happened
and it required a very capable operator to pull all the
pieces together to identify trends leading to significant
events before they actually occurred.
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Now, high bandwidth, predictive algorithms and highly
trained operators allow us to identify trends in the
functioning of devices that clearly indicate potential
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failure or aberrant behavior in the
making. By streaming data across
high speed internet and processing
all “outside the norm” signals, we are
able to map out and predict failures
well in advance of their actual
occurrence. Billions of instances of
sensor reporting can be quickly
analyzed and non-conforming data
segments (error signals) can be
grouped and analyzed together to

help pinpoint potential aberrant behavior thereby
reducing or eliminating component failure.

Using Real Time Data to Create Predictive Systems:
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Using technology developed in
the late 80s and early 90s called
expert systems; we developed
highly accurate predictive models
for all the devices used in
monitoring the construction and
operation of the pipeline. Expert
systems, by design have unique
characteristics. They duplicate
the methodologies used by
human experts in their analysis
and decision making processes to
arrive at a thorough and
comprehensive picture of the

incoming data. They also learn from the daily, ongoing,
process of data analysis. As the system decides what
the data means, retrospective review of the data

compared with the actual

outcome giVES more

information which permits the system to make better
informed decisions with each new opportunity. This
allows Phenix to preemptively repair or replace
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potentially failing components.
The key to delivering preemptive
response and intervention is
dependent on real time delivery of
data from all reporting points to the
data center and simultaneous
sorting of data streams to identify,
tag and forward any statistics that
fall outside the defined parameters.
In addition, some instances may
require cascading errors that, on their own, do not
constitute potential failure but linked to others within
parameter statistics, indicate a problem in the making.
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Because computers and software can analyze data at
many times the rate that human brains can, we tend to
rely on complex sorting algorithms to provide the first
acknowledgement layer. At that point, data is
simultaneously reviewed by another layer of software
analysis and examined by a trained operator. Either
can overrule the other in favor of passing the data up to
a higher incident level but neither alone can quash the
error report.

How SCADA Developed:

In the distant past, data was gathered during a physical
visit to the capture location and hand delivered to the
analysis center. With remote telephony and then later
satellite pulse transmission, the delay was significantly
reduced. In many remote areas, these are still the only
available options. Itis because of the inherent delays in
gathering and analyzing the information that SCADA
has earned its reputation as an oversight mechanism
and not a preemptive one. Our system combines the
latest in sensor devices gathering data in real time and
sending it over fiber optic cable to the twin data
centers, one at each end of the pipeline. Upon arrival at
the data centers, each center performs an independent
analysis of the information and determines whether it
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requires any further examination. Each data center
uses a different set of algorithms to determine if there
is a problem with the system. This allows us to
examine the errors from differing viewpoints and
reduces the likelihood that a serious situation can slip

through the net. Data that is fully within the optimal
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parameters is archived along with streaming video and
audio as well as surveillance and seismographic
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by the other data center. If there is no
agreement then another sampling is
taken to determine if the error was an
anomaly or if it portended a trend that
required further analysis.

Layout
Overview

Any escalation is noted and surrounding
data is examined to determine if there is
cause for intervention. Significant error
triggers a series of events including
shutting down of pumps, closing of

A4 CONTRL

valves, dispatching of drone aircraft, dispatching of

service crew by ground vehicle or helicopter. At the
same time, the incident is reported along with the
supporting data and analysis to the management office
in West Coast Florida. There, follow-up decisions are
made to assess the ramifications of the error condition
and the level of threat that could exist.

Everything from a failed sensor to a full scale military
attack can be identified and reacted to in a matter of
minutes of the detection of any error. The purpose is to
avert environmental accidents, military or insurgent
attacks, routine maintenance failures and sabotage.

Combining Data makes SCADA more Responsive:

Operating in parallel are other services that further
facilitate prompt reporting and response. The entire
pipeline route is serviced by a proprietary Wi-Fi
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network that permits computer access to the Phenix
data network as well as VOIP communications using
specially designed cell phones.

A singularly important aspect of this system is that the
entire process from Caribbean
Sea Deepwater Port across the
coastal plain, the mountain
backbone, the Pacific coast and
the Pacific Ocean Deepwater
port can be managed remotely
by a very small crew of
operators from their consoles
in Florida. This minimalist
approach permits Phenix to
GRULD | | ommermoue operate very economically

which is reflected in the low
cost to the oil consuming companies.
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Further, it benefits Phenix Energy Group by reducing
its cost of operation on an ongoing basis while
providing the highest level of response and service
available in the oil pipeline business today.

Summary:

Phenix Energy Group is dedicated to delivering the
highest level of customer service available in the
industry while maintaining strict security, the highest
quality of environmental protection, responsiveness
and support for both the local communities and for the
host country.

For further information about the technical
capabilities of Phenix Energy Group, Incorporated,
contact us through our website at
www.phenixgrp.com.
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