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P-R-0-C-E-E-D-1-N-G-S
(8:34 a.m.)
WELCOME AND PLEDGE OF ALLEGIANCE

MODERATOR ORTIZ: Would you please
stand and join me in reciting the Pledge of
Allegiance.

(Pledge of Allegiance.)

MODERATOR ORTIZ: Please be seated.

Welcome everyone to the public
meeting hosted by Rural Development Under
Secretary Thomas Dorr to discuss sections of
the farm bill Title 1X Energy.

My name is Febe Ortiz. 1 am with
the Natural Resources Conservation Service,
and I will your moderator for the day.

I want to remind everyone
attending here to make sure to register at the
tables out front. This 1s a public meeting,
and 1t i1s being videoed and audiotaped and
will be archived and available later for the
public at the end of the day.

The video will be available via
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USDA Farm Bill website. The public may listen
in to the live audio by dialing 800-857-5233
with a passcode of 7136861#. If you have any
comments you will have up to 15 days following
this meeting to make them to Robin Robinson.
Her email is Robin Robinson at wdc.usda.gov.

We"ll now have a few introductions
and some opening comments. Let me bring to
the podium Rural Development Under Secretary
Thomas Dorr. Please help me welcome Under
Secretary Dorr.

(Applause.)
INTRODUCTION OF DEPUTY SECRETARY CHUCK
CONNER BY UNDER SECRETARY DORR

MR. DORR: Thank you, all. Thank
you all very much. Thank you all for coming.

Before 1 do start I would like to
make just a couple of introductions and
acknowledgments. First of all putting a forum
like this together and getting all the
announcements out and addressing all the

details requires a lot of effort, and 1 would
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like to particularly thank Ben Anderson, our
administrator for business coop services and
his staff headed up by Bill Hagey. They have
done yeoman®s work in pulling this together.

1°d also like to thank all my
colleagues on the panel, particularly John
Mizroch and Karl Simon who have graciously
consented to spend some of their time here
today listening to your comments and receiving
your input on these i1ssues as well as all of
my colleagues from across the department.

I am certain there are a number of
our senior USDA staff members here who will be
in and out all day. As you figure out who
they are, my deputy under secretary Doug
Faulkner i1s down here in the front. |If you
have any questions, any suggestions for that
matter, or things that you would like to plug
in perhaps a little quietly or behind the
scenes, please don"t hesitate to contact
anyone.

And finally thank you all, each
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and everyone of you, for coming. This iIs a
terriftic pleasure for me to welcome all of you
to USDA, and actually to introduce someone who
I"m sure needs no introduction to some of you,
someone who I"ve had the good fortune to work
with for the last 3-1/2 years and get to know,
Deputy Secretary of Agriculture Chuck Conner.

You will find no more passionate
advocate for agriculture than Chuck. He spent
most of his professional life In the service
of agriculture, as a Senate staffer, at the
White House, three years at the Corn Refiners
Association, and now the last 3-1/2 years as
a deputy undersecretary, and for awhile, the
acting secretary.

In all of these efforts Chuck has
excelled. Chuck i1s not simply an aggie; he is
a forward looking 21st century aggie, and
frankly someone who 1 believe recognizes that
both agriculture and rural America have
changed; that we have new markets and as a

result new opportunities; and that these
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actually include substantive involvement in
renewable energy as well as bio-based
products.

Throughout the process of writing
the farm bill Chuck has been a tireless
advocate for a robust Title IX. Now this of
course was clearly an objective for the
president going into the farm bill debate.

It"s no secret that there were
some aspects of this farm bill about which the
administration was less than enthusiastic.
That"s over, and that®"s past, and I"m going to
leave 1t at that.

But the energy title that we"re
here to discuss today largely reflects
President Bush®s vision and his commitment
from the very outset of this process.

And I would like to take just a
moment to reiterate that when this
administration came to Washington, D.C. in
2001, one of the very first policy statements

It made was regarding our dependence on

Page 11



bertina.adams
Rectangle

bertina.adams
Rectangle

bertina.adams
Rectangle

bertina.adams
Rectangle


© 0 ~N oo o b~ w N P

(Y
(@)

11
12
13
14
15
16
17
18
19
20
21
22

imported oil, and our need to diversify into
renewable and alternative resources.

So as a result that means that
Title 1X also reflects the tireless work done
by Chuck and others when it got down to doing
the heavy lifting. Chuck In fact i1s one of
the architects of the enhanced and expanded
Title IX that we are discussing today. And
the bottom line is, | see no discernible
difference between a pit bull and Chuck Conner
- for those of you who saw the speech.

I know that Chuck shares your
excitement about the potential that lies
ahead, and we are delighted that his schedule
permits him to join us today for a brief time.
Please join me in welcoming Chuck Conner.

(Applause.)

OPENING REMARKS - DEPUTY SECRETARY CHUCK
CONNER

DEPUTY SECRETARY CONNER: Tom, |

think I"m going to thank you for that

introduction.
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I do want to welcome all of you
here for an early morning gathering. 1 know
this 1s by Washington standards early morning.
There 1s a Starbucks, ladies and gentlemen, iIn
the basement, iIn case you don®"t know that,
where 1 frequently visit.

We"ve got a great gathering here
today, and Tom has put together, and his folks
have put together, a great program.

It really 1s about giving us the
chance now to take farm legislation and really
put 1t on the ground. Congress as you guys
know did give us a 700-page exhaustive what
they called the Food Conservation and now
Energy Act of 2008. And you know you®ve
reached a milestone when you make 1t to the
title of the farm bill.

And we"ve done that - 1"m probably
going to continue to refer to it as the farm
bill, but energy has established i1ts place in
this legislation.

This legislation does contain a
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wealth of new i1deas, a wealth of new
approaches to agriculture, conservation,
nutrition issues, and of course now energy.

But of course as well while
Congress has mapped out the big picture for us
they"ve left plenty of details, plenty of
administrative details for us to sort through
In order to put these programs on the ground
at what we would call an operating level.

And we all know i1t"s the details
of these government programs where things can
oftentimes get knocked off the track and
headed to the ditch. And i1t"s oftentimes
where the best policy intentions get run
aground.

And that"s why, ladies and
gentlemen, we have asked each and every one of
you to come here today simply put to help us
fill in the blanks that Congress has left for
us, and to figure out the best way to apply
this policy prescription out to the real

world, to the operating level 1T you will.
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We want to make sure the rubber
meets the road here, and that all of the new
programs created under our new Title IX, the
energy chapter of the new farm bill, are
indeed implemented in the most cost effective
and In the most useful way possible.

We are going to need your help to
do that. With your expertise, and with the
knowledge that iIs represented at gatherings
like this on renewable energy, we believe you
can help us spot those pitfalls, and perhaps
even avoid stepping on those pitfalls.

The exciting thing, ladies and
gentlemen, about this new energy title iIs that
It does iIndeed break new ground. It maps out
a bold vision of the nation®s energy future,
and 1t does provide a set of policy tools to
really help us turn that vision i1f you will to
a complete reality.

It does commit more than $1
billion of federal dollars to these programs,

the programs established under the bill over
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the next five years. It is a big-thinking
piece of legislation. And for the first time
USDA will be able to help biorefineries adopt
new production technologies, technologies that
could be available on a commercial scale.

Under Section 9003 of the bill we
will be able to provide loan guarantees of up
to $250 million to support the development and
construction of commercial and demonstration
scale of birorefineries that will put these
very technologies into service.

With this authority we believe we
can help the most promising technologies make
the leap from research lab into the real
world, and to make that leap much more
quickly, and on a larger scale, than perhaps
what otherwise might be possible at this stage
In the process.

The biomass crop assistance
program, what we call Section 9011, will
create integrated models to help a successful

biomass Industry to run, and to run more
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efficiently and effectively. 1t will pull the
key pieces together by giving producers
incentive to grow the native grasses and the
fast-growing trees as feedstocks for a nearby
conversion plant, and helping them recover the
cost of harvesting, collecting and
transporting those feedstocks for their
biomass production process.

Once these models are refined and
in place and tested, we believe they can be
followed and used all over the country.

Title IX will also provide new
support for producers of advanced biofuels,
and we will help existing biorefineries to
convert theilr own operations into operations
that are running on renewable energies as
well.

As you know Congress and the
administration did have our fair share of
disagreements on the final shape of the farm
bill, and Tom has noted this rightfully. But

we have an ambitious agenda and a common
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ground on Title IX that outlines from this
broad agreement that we have.

The importance in this outline 1is
to advance renewable fuels; advance our
nation®s renewable fuels capacity, and to do
so absolutely as quickly as possible.

So we believe at USDA this is an
exciting time. We are all on the ground floor
of a shift - a shift In our national energy
policy. And you don"t have to watch the news
very much, you don®"t have to watch the
political debate very much, to know that we
are indeed In a changing time.

And in the future, 1 do believe
ladies and gentlemen that we will look back,
look back at the policies laid out i1In the farm
bill in Title IX, and realize that we had a
profound affect on the future of this country.

I look forward to that. 1 am
excited by that. 1 hope you are as well.

We always have to note that there

Is not single answer to our energy challenges
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that we face, and we should not over-promise.
Solving them as the president has noted will
require reviving domestic exploration and
production of oil; expanding our refining
capacity; as well as developing other
renewable energy sources, particularly energy
sources like biofuels.

But the serious debate on whether
biofuels are an important and sustainable part
of this solution, the serious debate, is
really over from our standpoint. Biofuels
have clearly earned their place iIn the
nation®s portfolio, and they 1 believe and you
believe are here to stay.

Achieving our goals will take
smart science, targeted to government support,
innovative business minds, and the application
of plenty of energy and hard work throughout
rural America to make these goals achievable.

We are going to need all the tools
of Title IX, all the tools that it gives us,

to lay this foundation for a new industry, and
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to nourish 1t, and to bring it about until we
see the day when these biofuels, particularly
biofuels from cellulosic ethanol, can make
their way into the mainstream private sector
market.

We look forward to those days.
It"s a long road ahead, but today we believe
iIt"s one of those fTirst steps that we must
take, and if we step In the right direction we
will succeed.

So ladies and gentlemen, again,
please give us your best thoughts, your best
comments. We are here to listen; we are here
to work together with you on this very very
exciting endeavor going forward.

And again, thanks for
participating once again in our joint efforts.

Thank you all.

(Applause.)

OPENING REMARKS - UNDER SECRETARY DORR
MR. DORR: Thank you, Chuck, thank

you for the very helpful remarks to start this
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hearing off with. And again to all of you
welcome to USDA.

I would like to take just a
moment, though, to personally thank Joe
Glauber, Gary Mast, Floyd Gaibler, Karl Simon
and John Mizroch, all who are taking
substantive amounts of time out of their
schedule today, to also indicate that all of
us, myself included, have a number of other
commitments. So we are going to be floating
in and out of here today, and 1 do hope that
It Isn"t too disruptive.

But i1t shows you in my view the
commitment that we have both within the
Department of Agriculture and across the
government on an interagency basis to building
out this new industry, taking it very
seriously, and trying to ramp up these
opportunities as quickly as possible.

Your commitment interestingly
enough, and 1 want to acknowledge this at the

outset, i1s also substantive, In that we have
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a full roster of speakers today that we could
legitimately get In. We have every time slot
filled, and 1t is going to press us to get
this all In In the appropriate time.

One other introduction 1 would
like to make i1s that I am delighted that we
have some members of the senior staff of the
House ag committee and Senate ag committees
with us today. 1 believe Anne Simmons and
Adam Durand are here from the House ag
committee. And Eldon Bowes who is on the
Senate ag committee staff have joined us as
well.

I think that these comments today
will also be helpful and insightful to them as
well.

You know after the deputy
secretary®s remarks, there"s perhaps little to
add. We are determined if 1 have anything to
say about 1t to start on time at 9:00 o"clock.
This 1s a day for you to talk and for us to

listen, so I intend to be very brief.
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We are here today though because
renewable energy i1s an extraordinary
opportunity for the nation and especially for
rural America. And all of us collectively
involved recognize that potential.

All of us I"m sure also understand
the long historical evolution that has brought
us here. For national security, for economic
security, and for environmental reasons, for
rural development reasons, the rapid
commercialization of renewable energy iIs a
high priority, and so ultimately i1s exploiting
the potential of bio-based products and the
carbohydrate economy.

These things are now clearly
within our reach, and I would even be so bold
as to suggest that we are far beyond the basic
research stage in this effort.

Now that said talking and doing
are two completely different things. There
have been many false starts before, and many

of you are warriors of the last 30 years 1iIn
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many of those false starts.

Today 1 believe that we are iIn a
much different situation. Technologies have
literally matured. Global energy demand 1is
surging; we know that. The comparative price
regimes have shifted. And growing
environmental concerns constrain our options
pretty much across the board.

So for all of these reasons
renewable energy i1s clearly of age.

The good news, though, is that the
United States has made tremendous progress on
renewables sine the beginning of this decade,
in fact due to most of your tireless efforts
we lead In most renewable energy categories
around the world and across the spectrum.

We are very much aware, that
renewables are in fact building out from a
very low base. Essentially what we have done
Is reach the lift off stage, and the test of
our success will ultimately be our ability to

sustain and accelerate the buildout over
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decades, and not just months or years, or to
the next farm bill.

The potential is very clear. And
our intent I hope is quite clear. But the
devil, as is always the case, is iIn the
details. In the notice for this meeting, for
example, we listed 59 specific questions
related to those i1ssues In Title IX that we
hope to implement.

Several of those had subparts, and
I*m sure that some of you will raise
additional questions and concerns that have
clearly not yet occurred to us.

This meeting i1s being held 1n fact
to solicit your advice and your counsel, and
we look forward to your presentations.

Now many of you have been down
this road before. | know that; we all have.
But nevertheless let me say from a USDA
standpoint it i1s refreshing that we are in
fact at a time that is not beginning from

scratch. Much work has already been done by

Page 25



bertina.adams
Rectangle

bertina.adams
Rectangle


© 0 ~N oo o b~ w N P

(Y
(@)

11
12
13
14
15
16
17
18
19
20
21
22

many of you involved in this effort.

In 2002, just six years ago,
Congress gave us for the very first time an
energy title In the farm bill, and we have
come a very long way in that short period of
time. In 2002 and 2003 we had a very
challenging job of literally standing up a
series of new programs essentially from
scratch.

Now 1 know that Bill Hagey is
here. 1 don®"t know iIf Pandor Hadjy or George
Schultz or Joseph Ben Israel or David Grahn
are with us today, but let me acknowledge the
substantive path-breaking work that they have
done over just the last six years.

Let me also acknowledge that we
now have a team just in rural development
alone of In excess | believe of two dozen
people focused entirely on a plethora of
renewable energy strategies.

So we are moving on to the next

stage. We have assembled another
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implementation team for the 2008 farm bill
from across USDA, and we are of course
collaborating closely with our partners iIn the
Department of Energy as well as EPA.

The key people here though today
are really you. Our mission iIs to support
you, you in the private sector, so that you
can succeed. And If renewable energy i1s to
achieve its potential, in the final analysis
It 1s going to be singularly because of the
work and the successes that you experience in
the private sector, and frankly because of
some of the failures that you experience that
also reflect on things that we need to know.

And 1 want to make that point, and
I want to make 1t very clear. You know we
reflect a lot of this in the biotech world in
the context of the technology environment that
occurred in Silicon Valley over the last 30
years. Remember one thing: we at agriculture
don®"t tend to celebrate success very well. In

fact 1T we lose a farm we hide our tails and
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we walk away In shame.

Clearly Silicon Valley learned how
to celebrate success, and they also learned
how to celebrate failure, because they knew it
was the next point to the next success story.
And 1 think 1t"s Important that we remember
that as we go down this road.

So we are eventually going to
publish a proposed regulation In a number of
these program title areas, all of which you
will have an additional opportunity to respond
to after we have received the written comments
at the end of the 15-day period following this
hearing today.

We are grateful for your
participation. And so with no further ado,
let me turn the balance of the day over to
you. I encourage you to challenge us with
everything you have in your quiver, and
hopefully we will all go away today much more
informed as to the challenges that we have to

deal with to make these various titles
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successful.

Thank you all very very much. We
look forward to the balance of the day.

(Applause.)

PUBLIC COMMENT
ON SECTION 9003 BIOREFINERY ASSISTANCE:

MODERATOR ORTIZ: Thank you, and as
noted we have panelists here, and we also will
have some alternates throughout the day as it
i1Is a very long day. Ben Anderson, Douglas
Faulkner as mentioned earlier.

The panelists are here to listen
to your comments as Under Secretary Tom Dorr
mentioned. As we begin there are agendas
available here i1n the Jefferson Auditorium.

IT you didn"t receive one they are out there
at the table.

There 1s also a media room for the
press located out in the hall to the left iIn
Room 1605. Audio capability i1s available
there iIn the press room.

You also may have noticed as you
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came in this morning there is an exhibit out
on the left. There are a lot of fact sheets
for you to pick up there as well as some USDA
experts to answer any questions you might
have.

A few groundrules for the
presenters today. Each of you will be called
up to the podium and will have up to 10
minutes to present. | will announce who will
follow each presenter, and you will be timed.
Your times will be monitored by Tyler O"Bourne
down there. If you see him, he"s waving
there. He will give you a sign when you are
at five minutes, and then again when you are
at one.

I ask that you be mindful of the

The agenda will be as follows.
Section 9003, 9007 will be discussed prior to
noon. And then we will have lunch from 12:00
to 1:00. Lunch is on your own; the cafeteria

iIs down the hall to the right.
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After lunch Sections 9009, 9013
are open for comment. And then we will be
heading for closing remarks somewhere around
4:00 o"clock.

IT you need to take a break please
do so quietly. As you exit the auditorium the
men®s restroom is out to your left at wing
five, and the ladies of course will be down
here in wing four.

All right, we will begin. First
speaker today is Ms. Geri Simon, and then
following that will be Ron Barmore.

Would you please come up, Ms.
Simon?

GERI SIMON, TYONEK NATIVE CO.

MS. SIMON: Thank you. Good
morning. As someone said, if you need more
coffee there 1s a Starbucks down the hall, iIn
the basement.

I am Geri Simon. 1 represent the
Tyonek Native Corporation in Anchorage,

Alaska.
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Before 1 go on I1°d like to
introduce our board president, Danida Slawson,
IS here iIn the audience with me.

Thank you.

We appreciate this opportunity to
talk about some of the projects iIn and around
Tyonek. And after this last week most
everybody 1s becoming familiar with Alaska I
think from Governor Palin.

I*m trying to figure out how to
work this. There you go.

There i1s the state of Alaska. And
the red star there i1s where Anchorage 1is.

(Pause.)

All right, there is Anchorage.
Right next to i1t is Tyonek across the water.
This little machine is giving trouble.

There 1s the Cook Inlet. Again,
Anchorage i1s about half an hour plane ride
from Anchorage - or Tyonek i1s. There are no
roads to there. And the next year we may be

getting a fast ferry.
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Tyonek Native Corporation has
about 200,000 acres of land In the West Cook
Inlet. 1t is the former Dena®ina reservation.
It 1s the only Athabascan whaling community 1in
Alaska. TNC was formed under the Alaskan
Native Claims Settlement Act, of 1971, and
through that act we own as 1 mentioned
approximately 200,000 acres of surface land.
The subsurface i1s owned by a regional
corporation, Cook Inlet Region, Inc.

Tyonek i1tself Is a gated community
In the sense that you will find gated
communities in Chicago and California and
other places. The village i1tself was burlt up
with private funds, the airstrip there is
private, and the community members continue to
want to keep that community private.

It 1s an offroad system as |
mentioned. There are no roads there. The
plane round trip air ticket to go into town to
go shopping or make your doctor-®s

appointments, it"s about $180 roundtrip.
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In the area itself there have been
gas fTields that have been developed over the
last 40 - 50 years supplying the urban area of
Anchorage. And as this next slide will show
you, there are a number of developments in and
around Tyonek.

The village i1tself i1s right on the
water there, the native village of Tyonek.

The red outlines the land, the 45,000 acres
that 1s the former reservation. There iIs an
industrial site and a port site, which It we
had another 800 feet, would be cape class
available.

Up In the far right hand, you will
see the town of Nakacheba. This i1s land that
Tyonek Native Corporation is obligated to give
to the community for future expansion, and the
village of Nakacheba is placed in that
specific spot because i1t is quite far from the
core of the community where 1t will still
remain a gated community.

As you will see outlined In the
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top left the Chuitna coal mine. That"s about
12 miles. Also from this map you will be able
to see that the native village of Tyonek is
about 12 miles from the Beluga power plant.
And that®"s the plant that provides about 375
megawatts to the rail belt.

The green area that you see there,
that"s the Chuitna River, and that is one of
the areas that the Tyonek Native Corporation
IS seeking a conservation easement to protect.

The projects in and around Tyonek
Native Corporation include the Chuitna coal
mine, which will be about a $600 million
investment. There i1s a coal to liquid power
generation plant being discussed. The
Chakachamna hydropower, and the Mt. Sputt
geothermal power. All of those are within
about 45 miles of Tyonek and 1ts ports.

The Chuitna coal mine i1s planned
to be the second largest coal strip mine 1iIn
the U.S. Infrastructure permit application has

been submitted. Tyonek Native Corporation has
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been negotiated with the Pac Rim Coal, and
along with the native village of Tyonek, to
seek contracting opportunities during this
project.

There are potential easements
planned across TNC land. They are planning
for an 180-man camp at the mine, a 10,000 foot
conveyor across TNC land to the ship-loading
dock. And this conveyor is much like the ski
resort ski lifts that you see. The people
that are producing the technology are the ones
who have completed the Aleyska resort ski
lift.

The planned mine life 1s 25 years,
and as 1 mentioned, $600 million capital
investment. The coal to liquids is another
project. Again the coal mines are about 12
miles from Tyonek"s dock. The TNC board of
directors has set aside a 1,000 acre port
site, industrial site. There already is the
existing port, and as | mentioned, with 800

feet we will be able to take cape class sized
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vessels.

The Fischer-Trope fuel system 1is
being planned for 80,000 barrels a day, with
400 megawatts of waste heat power generation
which can either be pumped straight into the
grid or used for other development projects
within Alaska.

The unique situation for Tyonek 1is
that because of the 40 or 50 years of gas
development we can sequester the CO2 right
there. 1 know that there has been quite a bit
of push over the years to have that CO2 not be
a major part of any development project. But
again because of the gas development iIn the
area, we are able to use that as - to pump up
more gas from the reservoirs.

This is a $12 billion project,
5,000 construction workers planned for five
years, and 500 operations staff. And this
will need a base camp or a community for the
life of the project.

Again as you will see right there,

Page 37



bertina.adams
Rectangle

bertina.adams
Rectangle


© 0 ~N oo o b~ w N P

(Y
(@)

11
12
13
14
15
16
17
18
19
20
21
22

that i1s where i1t says the FT plant at the
Tidewater, that is the Fischer-Trope system
can be built as with other Fischer-Trope
systems in another country; pulled right up to
the Tyonek industry site; and propped right up
to begin working. And again 12 miles from the
Beluga power plant.

The next project i1s the
Chakachamna hydropower. 1t*s planned for 300
megawatts of power to the rail belt with a 5-
cent per kilowatt hour estimated. The three
to five years of studying and permitting; five
years of construction completed in 2018; it"s
a $2 billion project. That"s 40 miles from
Tyonek.

The folks that we have been
talking to have promised to use Tyonek and the
native village of Tyonek whenever possible.

Approximately 2,000 construction
workers and 20-plus operational staff.

The next project is the Mt. Spurr

geothermal project. The bid opening is
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September 10th, which i1s next week. There are
two experienced bidders expected. The
geothermal exploration will begin in 2009,
with 150 megawatts for the rail belt grid.
Four hundred megawatts is being planned with
one of the bidders for aluminum production.
It will be five to eight years for project
completion; a $3 billion project with an
estimated 2 cents per kilowatt hour; again,
3,000 construction workers, and 300
operational staff.

All right, thank you. Before I
leave though, 1 would like to say that with
these major projects coming on, we are also
planning on protecting the natural resources
in and around Tyonek with a conservation
easement and with other projects, again making
use of the full farm bill.

Thank you for your time.

RON BARMORE, RANGE FUELS, INC.
MR. BARMORE: Good morning.

I"m Ron Barmore. |1"m the director
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of project development with Range Fuels, and
I appreciate the opportunity to address the
panel this morning.

And Under Secretary Dorr, this 1is
a pleasure; 1t"s a good opportunity for us.

On November 6th, 2007, Range Fuels
broke ground on our Ffirst commercial scale
cellulosic ethanol plant near Soperton,
Georgia. This plant will be the first in the
United States to produce commercial quantities
of ethanol from biomass, which include all
plant and plant-derived material, such as
wood, grasses and corn stover.

The state of Georgia has an
abundance of sustainable and renewable forest
derived biomass, and 1t has a long standing
and broad reaching program of conservation and
stewardship of i1ts forest lands. Known as the
million-pine city, the town of Soperton®s
proximity to feedstock supplies for the plant
as well as i1ts proximity to the region®s

ethanol markets make this the perfect location
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for our first facility.

Utilizing this woody biomass the
Soperton plant is expected to produce ethanol
and other alcohols at a rate comparable to the
latest and most advanced corn ethanol
facilities running today.

The challenge of building the
first commercial scale ethanol facility is
made more daunting because of the economic
conditions In the United States and around the
world today. The rapid rise in commodity
prices, and the significant worldwide boom in
energy and other capital-intensive projects
have created challenges to our efforts to
build large capital projects such as the one
In Soperton.

Range Fuels is very fortunate: we
completed a very successful funding effort iIn
the first quarter of 2008, reported to be one
of very few that have closed 1In the first half
of this year. We continue to advance our

project, and remain encouraged by the results
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Page 42

we"ve obtained In our iIntegrated test unit
supporting all of our plans.

Despite these encouraging signs,
however, the challenge remains a very large
one. Our country®s goals for cellulosic
ethanol production as enumerated iIn the
renewable fuel standard incorporated into the
recently passed Independence and Security
Act are very ambitious. Emphasizing the
importance of renewable fuels to our nation®s
security.

Meeting these goals will require
the utmost iIn coordination between industry
and agencies and policymakers concerned with
the security and economic health of our
nation.

Adding to this challenge capital
markets have been rocked by fallout from
subprime mortgages, and related pressures on
lenders make obtaining the capital resources
necessary to commercialize projects such as

Soperton more and more difficult.
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All of this makes the swift
enactment of Section 9003, the biorefinery
assistance program, essential.

We have begun construction of the
Soperton plant, and our construction is
underway as we speak. Range Fuels encourages
the USDA to enact the rules as swiftly and as
broadly as the law allows to provide the
essential financial assistance necessary to
get these early projects to full
commerciality. Time is of the essence.

The importance of loan guarantees
cannot be underestimated in this market.
Although Range Fuels was very successftul In
our Series B funding and has raised
significant amounts of equity In our company,
debt also will play a vital component in our
company”"s ability to finance 1ts operations.
The tight debt markets make it virtually
impossible to secure debt on a plant that is
the first of its kind. The 9003 program will

play a significant and meaningful role iIn
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combining both debt and equity into a
compelling fund-raising strategy.

Also we encourage the USDA to
promulgate rules that judge each loan
guarantee application on its merits, and
maximize the amount of loan guarantee that an
individual project can obtain.

For early stage projects the
larger the production capacity of a project,
the more likely i1t i1s that that project will
benefit from economies of scale which increase
1ts chances of commercial success. Any rules
that penalize a project because of its sizes
or the capital needs that i1t requires are
going to be counterproductive to the
commercial deployment of second generation
biofuels.

Finally we ask that the department
keep in mind that those of us who are the
early entrants are participants in the
creation of an entirely new iIndustry. This is

an industry whose future promise can only be
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imagined. But i1t i1s also an industry that
cannot be judged by the metrics currently
applied to mature energy businesses.

To attempt the building of such an
industry in competition with these mature
businesses without the support of our
policymakers will slow implementation and
stymie our attempts to assist In reaching our
nation®s energy goals.

That"s why we need the federal
government®s assistance now. Our programs
should recognize that this i1s a brand new
industry. These are first of a kind
commercial facilities, and we are driving it
forward into the teeth of a very challenging
credit market.

Any analysis done on applications
for loan guarantees needs to reflect not only
where the technology is today but also where
It can go from here and i1ts promise in the
future.

Thank you for your time.
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MODERATOR ORTIZ: Thank you. Next
up will be Mr. Manea. And following that will
be Bret Healy.

ION MANEA, FLOWER POWER USA AND HERITAGE
FARM COOPERATIVE

MR. MANEA: Good morning. My name
iIs lon Manea. 1°m with Flower Power USA, a
Heritage Fund Cooperative. And I1°d like to
thank you for the opportunity to make this
presentation, and have some recommendations
for two terms for the bill.

We grow sunflowers in Washington
and Oregon State, and including the Yakima
Nation reservation. And they crush these
seeds, and they make a specialty type of oil
that can be used directly as a diesel fuel
into the farm equipment.

So I"m going first to make my
recommendation, and then time permitting, |1
will go to do the narrative for this
recommendation.

So the first recommendation IS iIn
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regards to the term biofuel. We propose the
following interpretations: the term biofuel
includes all fuels-solid, liquid, gases-
derived from renewable biomass including
vegetable oils from plants and algae. The
term, advanced biofuels, includes natural
vegetable oil that can be used directly or
indirectly as fuel, fuel additive, or
feedstock for the production of energy,
regardless of energy®"s enriching tasks. These
are jet engine or fuel cells.

And the second recommendation 1in
regards to the definition of biorefinery. We
propose a definition of biorefinery to be
interpreted as: the term, biorefinery, means
a facility including equipment and processes
that, A, converts any organic matter that is
available on a renewable or recurring basis,
including agricultural communities; and to
advanced fuels including vegetable oil that
can be used directly or indirectly as fuel,

fuel additives, or fuel feedstock for the
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production of energy; and B, may produce
electricity; and C, produced by oil based
products including food or feed.

Now I will go ahead and time
permitting to read the narrative to these two
proposals.

As for this bill, original
technology includes advanced biofuel and
biorefinery terms. Advanced biofuel
specifically includes diesel equivalence for
a fuel from renewable biomass including
vegetable oil.

Biorefinery means a facility that
converts renewable biomass into biofuels, and
bio-based products, and may produce
electricity. Biofuel means a fuel derived
from renewable biomass.

Renewable biomass includes any
organic matter that is available on a
renewable basis including renewable prime
material including feed grains and other

agricultural commodities, other plants and
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trees and algae.

It 1s well established that plant
and algae materials are renewable biomass. It
i1Is well established that vegetable oil is a
product of plant and algae and could be
derived from their deposits, not from starch
deposits.

It"s a well established fact that
vegetable oil is a fuel that can be combusted
with oxygen to generate energy close to that
generated by an equal volume of fossil diesel
fuel .

It follows according to the bill
definition that vegetable oil as a fuel
derived from renewable biomass is a biofuel,
and vegetable oil as a fuel derived from
renewable biomass but not from corn kernel
starch 1s an advanced fuel.

Vegetable oil used as a feedstock
Is the sole reason some chemical derived
diesel equivalent fuel claimed biofuel and

advanced biofuel status.

Page 49



bertina.adams
Rectangle

bertina.adams
Rectangle

bertina.adams
Rectangle

bertina.adams
Rectangle


© 0 ~N oo o b~ w N P

(Y
(@)

11
12
13
14
15
16
17
18
19
20
21
22

Page 50

Though emerging technologies for
direct usage of natural vegetable oil as
diesel or heating fuel equivalence are
emerging, and at least potential for jet fuel
formulation and fuel cell hydrogen feedstock
has been documented in America. Fuel grade
quality assured vegetable iIndustries --

We propose the following
interpretation. The term, biofuel, includes
all fuel, solid, liquid and gasses, derived
from renewable biomass including vegetable oil
from plants and algae. The term, advanced
biofuels, includes natural vegetable oil that
can be used directly or indirectly as fuel;
fuel additives; or feedstock for the
production of energy regardless of the energy
generation pathway. These are jet engine,
fuel cells, et cetera.

And now In regards to biorefinery
definition - biorefinery, excuse me.
Biorefinery is a facility that converts

biomass Into biofuels and bio-based products
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that may produce electricity. Biobased-
product means a product determined by the
secretary to be a commercially or industrial
product other than food or feed, that is
composed in whole or in significant part of
biological products, or an intermediate
ingredient or feedstock.

It 1s not clear if In addition to
conversion of an equal biomass to biofuels at
biorefineries mandated to produce bio-based
products as well. In the production of bio-
based products - if the production of bio-
based products is not mandatory, then no
further clarification is needed, and any
facility that produces advanced biofuels
includes vegetable oils meets the definition
of biorefinery, regardless of production of
bio-based products.

IT the production of bio-based
products i1s mandatory, then more clarification
IS needed. One interpretation would be that

1T food and feed are commercial 1ndustrial
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biological products, then they can be used as
an intermediate ingredient or feedstock, the
secretary”s determination Is not needed. This
interpretation i1s iIn accordance with Section
9008 that specifically includes animal feed as
a commercial industrial product derived in
connection with the conversion of biomass to
fuel .

It"s also In accordance with
another specification in Section 9008 that
includes animal feed as a part of the range of
diversified bioproducts that potentially can
include the feasibility of fuel production and
fuel biorefinery.

Another interpretation would be
that food and feed are not bio-based products.
In this case a facility that converted
biological materials to advanced biofuels and
food or feed byproducts will not meet the
definition of biorefinery, regardless of their
high commercial or industrial value as foods

or feeds, iIntermediate agreement or feedstock.
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An example would be a facility that produced
advance biofuel, and other commercial
industrial byproducts, that either have a high
biological content, or can be used as
intermediate ingredients or feedstock.

IT the byproducts are utilized in
the food or feed supply chain, a value will be
added to them to substantially reduce the cost
of that advanced biofuel. However, the
facility will not meet the requirements for
the biorefinery definition, despite fulfilling
the purpose and goals of Section 9003, and
having the potential to increase the
feasibility of fuel production iIn that
facility. |If the same products would be
utilized 1n a nonfood or nonfuel application,
thus leaving the food and feed supply chain,
It 1s probably that their contribution to the
production, cost reduction, of advanced
biofuel be minimum. However, the facility
will meet the requirements of biorefining

definition.
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And we have another issue here
with definition of commercial or industrial
products. If the byproduct isn*t a commercial
or industrial byproduct, and 1t is not
composed in significant part of biological
products, or is not an iIntermediate ingredient
of foodstock, then i1t is not a biobased
product. And then the facility producing it
as biofuel does not meet the definition of
biorefinery requirements.

IN this case even a facility with
a high degree of conversion of biological
material to advanced biofuels, while having a
small byproduct of known commercial or
industrial value will not be meeting the
biorefinery requirements. An example would be
a wood gassification facility that will
convert most of the wood to clean combustion
gas, and will have a small nonbiological ash
residue of no commercial or industrial value.

We propose a definition of

biorefinery to be iInterpreted as: the term,
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biorefinery, means a facility including
equipment and processes that, A, converts any
organic matter that is available on a
renewable recurring basis including
agricultural commodities, and advanced
biofuels, including vegetable oil that can be
used directly as fuel, fuel additives, or
feedstock for the production of energy; B, may
product electricity; and C, may product bio-
based products including food and/or
feedstock.

Thank you very much for your
attention or consideration. If you have any
time for questions, | would be happy to
address them.

MODERATOR ORTIZ: Thank you, Mr.
Manea.

Next up 1s Bret Healy. He will be
followed by Al Christopherson.

BRET HEALY, KANSAS BIOSCIENCE AUTHORITY

MR. HEALY: Good morning, and

thanks for the opportunity to be here.
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I want to applaud the leadership
of Under Secretary Dorr in bringing this
forum together and pushing Title IX which as
he rightly noted can be one of the big
levers for the renewable energy industry.

111 help get us on time, because
I*m going to be very, very brief. 1"ve got
two main recommendations 1 want to make from
the perspective of the Kansas Bioscience
Authority, which 1s a public entity created
by the legislature and governor of Kansas to
invest In the biosciences, bioenergy being
one of the five main sectors of iInvestment.

First and foremost, as the rules
are developed, and the loan guarantee model
that maximum amortization to the fullest
extent allowed 1 guess by statute, by
precedent, i1s in place.

Oftentimes renewable energy
projects are faced with a more challenging
capital structure and amortization schedule

compared to conventional oil and gas, and
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conventional coal-fired and other electrical
generation capacity projects that have 30 to
50-year time periods on the amortization.

It"s critically important to
these projects.

Secondly, and probably a more
specific to the interests of the Kansas
Bioscience Authority, is that as this loan
guarantee package is put together, given
that there i1s a statutory limitation that
the secretary can only do 90 percent loan
guarantees, that rules 1T they are allowed
to be developed that other entities can fTill
up the bucket for a 100 percent loan
guarantee for that portion, particularly as
another speaker mentioned the challenging
debt markets that we are in, the fact that
this 1s cutting edge technology. There are
going to be hits and misses as these
technology projects go forward, and that a
very critical component to getting the

investors, getting the banks and other

Page 57



bertina.adams
Rectangle

bertina.adams
Rectangle

bertina.adams
Rectangle

bertina.adams
Rectangle


© 0 ~N oo o b~ w N P

(Y
(@)

11
12
13
14
15
16
17
18
19
20
21
22

financial institutions will to underwrite
those loan guarantees and put the funds in
place, that they are not be a confusing 10
percent tail that"s out there. So that
entities like the Kansas Bioscience
Authority or others can step in, Till that
loan guarantee bucket up, making that a
product that trades a little easier in the
markets, and something that iIs easier to get
those loan guarantees.

With that, those were the two
specific recommendations we had to make
today, you*ll have written comments for some
of the rest. And with that, get us back on
track.

Thanks.

MODERATOR ORTIZ: Thank you.

Next up 1s Al Christopherson, and
following that will be Rick Grant.

AL CHRISTOPHERSON, AGRICULTURAL UTILIZATION
RESEARCH INSTITUTE

MR. CHRISTOPHERSON: My name is Al
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Christopherson. [I1*m chairman of the board
of directors of Minnesota Agricultural
Utilization Research Institute, which iIs a
nonprofit organization created by the
Minnesota legislature to improve the economy
of rural Minnesota through the development
of new uses of our state®s agricultural
commodities.

A key area of value added
advancement continues to be iIn the
development and implementation of renewable
energy enterprises, fueled by the
agricultural products and other renewable
sources.

AURI has a long history of
advancing renewable energy from agricultural
products. We®"ve worked extensively on
biofuels research and development of
alternative energy resources, such as
biodiesel, biomass, and biogas. Since 2004
we have operated the Center for Producer-

Owned Energy which was created from USDA
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funding, awarded through the agricultural
Innovation center demonstration program.
Since 2006 we have coordinated
the Minnesota Renewable Energy Roundtable,
which iIs a statewide effort involving more
than 100 organizations to identify barriers
and create action plans for advancement of
renewable energy opportunity in the state.
It is our belief that this
background and experience can help
contribute to the efficiency and
effectiveness of several of the energy
programs outlined in this bill. 1t has been
our experience that providing local
grassroots assistance that can be applied
locally offers businesses and community the
greatest chance for commercial success.
Under Section 9003, biorefinery
assistance, we certainly understand the
importance of that program. AORI programs
revolve around determining technical and

economic feasibility and commercial
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Page 61

viability. It i1s important that unbiased
studies are conducted, and to the extent
possible results shared with other
Interested parties. This prevents
unnecessary duplication, or as we call it,
reinventing the wheel, of efforts and paves
the way for future groups iIn the next
generation of development.

It is vital that economies of
scale are considered as well as plans for
applying what has learned on the
demonstration scale to fit commercial sized
operations.

It has been our experience that a
key factor in the viability of any renewable
energy enterprise, particularly one
involving biomass, resolves around the
feedstock. Most biomass has different cost,
handling, storage, and transportation
considerations, other than traditional
energy sources. These variables factor

heavily Into a project"s operating costs and
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overall viability.

We have found it vital that
organizations venturing into this area have
a network of resources to assure access to
the best possible solutions and the
implementation plans.

In terms of 9004, repowering
assistance: for existing biorefineries,
existing or energy cost greatly impact the
profitability. Many are looking to offset
these costs by adapting new technologies
utilizing biomass or other available
resources to their operations.

We have successfully assisted
several Minnesota processors in their
efforts to repower using biomass. These
plants are using various feedstocks such as
agricultural residue, wood fiber, ethanol
processing co products, and other low value
sources to power their operations.

Through technologies such as

gassification, fluid bed reactors, and
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anaerobic digesters, many of these
processors have significantly reduced their
need for fossil fuels.

Installing many of the current
technologies requires significant capital
investment, and we"ve talked about that
here. Funding through the repowering
assistance program will certainly help
offset that barrier. It is vital that
biorefineries that are considering
repowering get unbiased information and
consider all possible technology given the
available feedstocks.

Seeking out and tapping into
expertise is certainly vital to success, and
helps opportunities to develop more rapidly.

Colocating facilities should also
be considered. Currently in Minnesota, warm
water from a sugar beet processing plant is
being captured for an aquaculture facility,
and excess heat from a refinery is being

captured for greenhouses that produce food
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Page 64

for local markets.

This colocation can maximize the
efficiency and spur development as well as
wise energy use.

The biorefinery program 1is
outlined 1n 9005, certainly the Mustang
wasn®"t Henry Ford"s first car. It was
developed after several generations of
vehicles. Similarly, efforts are underway
to develop the next generation of biofuels
using alternative feedstocks.

The key to success in this
program will be to - the ability to foster
implementation. Now here our experience has
been that many technologies using biomass
and forestry resources for fuel are
technically feasible but aren®"t currently
economically competitive.

It will take funding as well as a
network of support to develop sustainable
options.

These options will need to be
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proven both technically and economically
prior to implementation. And again,
unbiased evaluations need to be developed,
and that information shared with iInterested
parties In an effort to spur further large
scale development.

Now we have some comments
regarding the rural energy self-sufficiency
initiative, and into the biomass assistance
program. 1"m going to exclude those in the
effort to remain within my time.

One of the things we have found,
however, that audits of each community will
reveal unique resources and circumstances
with baseline information that could be
universally beneficial. And all of this
begs the effort to be communicative amongst
the various agencies which has been a
problem to say the least, and to share that
information. Again, in this whole arena, we
need not keep reinventing the wheel. We

need to swallow our own pride and recognize
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that other people may have done some of the
things that we are trying to do.

In conclusion one of the most
important lessons that the AORI has learned
In 1ts 20 year history is that no project
should stand in isolation, but rather a
broad collaborative work of experts. And
that work of experts should be credited to
assure success from feasibility to
implementation. Whether a project i1s found
to be viable or not, the lessons learned
from each should add to a broader body of
knowledge that is easily accessible and
fosters wider success i1n the next generation
of programs.

I want to thank you for the
opportunity to provide these comments today.
It 1s encouraging to see the serious
attention being given to the development of
long term energy solutions from renewable
resources that not only work towards energy

independence but also economic prosperity
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for our communities, which iIs a keystone of
the AORI.

And while we are - one final
comment - while we are a state organization
per se, and designed to benefit Minnesota
producers, it is folly to believe that the
necessary infrastructure that iIs required to
utilize all these various forms of
alternative sources of energy, i1t is folly
to believe that all of this has to be within
our state, and to develop that
infrastructure we certainly have to have a
nationwide effort, and so for that reason we
are very happy with the inclusion of this
information in this part of the farm bill.

Thank you very much.

MODERATOR ORTIZ: Thank you, Mr.
Christopherson.

Next up is Mr. Rick Grant, to be
followed by Kyle Simpson.

RICK GRANT, BOISE, INC.

MR. GRANT: My name i1s Rick Grant,
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and I thank you for the opportunity to speak
to you today on behalf of Boise, Inc. 4,600
employees, headquartered in ldaho.

Boise, Inc., is a paper and
packaging manufacturing company that
generates revenues In excess of $2 billion
annually. My intention today is to draw
attention to the unintended effects of
government subsidization of biomass-based
renewable energy i1nitiatives may have on the
national supply and demand balance of our
national raw wood materials.

I request as you develop and
implement regulations that you are fully
aware of the consequences of companies in
the forest-based industries. We are seeing
new pressures on the raw wood materials
supply from government subsidized bioenergy
companies. Given this new competition,
established industries are not only
contending with higher input costs for

energy, chemicals and freight, but also
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stand to be unfairly disadvantaged by
competing with subsidized entities for vital
biomass feedstock.

Wood fiber i1s the key component
in the production of paper and packaging
materials. At Boise, we are committed to
sustainability. Our integral values are
working safely, using our natural resources
wisely, engaging In our communities where we
operate, and taking positions to improve the
environment for future generations.

We have obtained chain of custody
certification, the sustainable forest
initiative, FSI, and the program for the
endorsement of forest certification.

Our paper and manufacturing
facilities have an environmental management
system that i1s certified to meet I1SO 14001.
Boise has made it a priority to protect air
quality. From 2000 to 2004 we reduced
greenhouse gas emissions by 5 percent

companywide. In 2007 we set a new goal for

Page 69



bertina.adams
Rectangle

bertina.adams
Rectangle

bertina.adams
Rectangle

bertina.adams
Rectangle


© 0 ~N oo o b~ w N P

(Y
(@)

11
12
13
14
15
16
17
18
19
20
21
22

further reductions of at least 10 percent by
2014.

As part of our commitment as a
member of EPA"s climate leadership
partnership, which Boise joined in 2005,
Boise i1s also a member of the Chicago
Climate Exchange and Energy Star.

At Boise, Inc., approximately 65
percent of the energy used in our
manufacturing facilities come from renewable
resources, with the bulk being biomass.
Given our commitment to sustainability, and
the fact that we operate a de facto
biorefinery already, Boise supports the
movement to biomass based energy. We
understand the vital role 1t plays iIn
reducing our country®s dependence on fossil
fuels and greenhouse gas emissions.

But the government and
legislature emphasis on biomass energy has
significant implications for our company and

our peers In the forest products iIndustry.
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For example in the state of Alabama where we
operate our Jackson paper mill, we are
seeing a rapidly expanding number of new and
planned bioenergy facilities that will
compete with us for wood biomass iIn that
state. In Minnesota six fTacilities are
under consideration with one to 260 miles of
our International Falls mill.

All that would consume mill
residuals, open market biomass, and/or round
wood and woody biomass. In the Pacific
Northwest where we operate two paper mills
the situation is similar.

The reason for their increased
activity we believe are partly global iIn
nature, and partly the result of pressure iIn
the U.S. to i1dentify alternative sources of
fuel given high oil and gas costs. Globally
various environmental initiatives including
the cap 1In trade, are emerging from the
European Union. This has provided an

impetus for member countries to look for
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alternative fuels to meet their
environmental objectives. The U.S. 1s one
of their targets.

Here 1n the U.S. as you know
there are several specific driving
contributes to this trend: development of
regulations for energy; the title of the
farm bill by your office is a critical
component to this situation.

I would like to now address
specific elements of Title IX on energy in
the 2008 farm bill, biorefinery assistance.

Specifically the energy title for
the farm bill provides one billion to
promote biomass energy, including forest
based biomass energy, in several programs.
Section 9003 calls for grants and loan grant
guarantees to new and retrofitted commercial
scale biorefineries.

The secretary must take i1nto
consideration whether the project will be a

positive impact on resource conservation,
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public health and the environment.

Moreover i1n Section 9003, the
Secretary must evaluate several critical
criteria including whether an applicant can
establish that i1f adopted the biofuel
production technology process in the
application will have - not have any
significant negative Impacts on existing
manufacturing plants or other facilities
that use similar feedstocks, page 424.

We believe this determination is
essential to avoid potential economic
hardship on mills® operation already using
this fTiber.

In addition the legislation
provides $320 million in mandatory funding
for loan guarantees for commercial
biorefineries; $250 million of the maximum
amount i1s guaranteed for physical year 2009
and “10. The joint manager state that
exists in facilities including wood products

facilities should be eligible for this
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program, page 217.

It"s essential that the funds
amending the Biomass Research and
Development Act of 2000 be provided.

Lastly, Section 9005 of the 2008
farm bill includes $300 million for a period
of four years to fund biomass growers. In
this regard we urge the Agency to factor in
the following managers® statement: With
respect to forest biomass, the feedstock for
the production of advanced biofuel is often
the same feedstock used by forest products
facilities, including pulp and paper mills.
The managers encourage the secretary to
consider competing market outlets when they
establish a payment rate for such
feedstocks, page 226 of the joint statement
of managers.

Biomass crop assistance: we urge
Section 9011 that current wood products
operations be eligible for remuneration

under Section D. We believe this may be the
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original intent of the legislation, and we
believe that the Agency taking this
position, it will be a greater incentive for
my company and others to expand their
renewable energy supplies.

Boise®"s position: we appreciate
the new economic development opportunities
in our local area, and under the need to
diversify our national energy portfolio, but
we must ensure that existing wood consuming
mills be given a fair opportunity for
survival.

It is critical that an economic
balance be focused on the agencies
developing regulations. Otherwise we may
damage economic equilibrium and created
unintended consequences for operations and
our employees.

History has shown that subsidized
competitors often behave differently in a
marketplace than unsubsidized competitors.

A new plan bioenergy producers bolstered by
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subsidies and incentives disproportionately
consume and constantly run up the price of
chips, round wood, local mills will be
placed in a crisis situation. Ultimately
jobs may move offshore.

Existing businesses have
contributed to the nation®s economy engine
for decades, and we want this tradition to
continue. This will ensure that our
packaging, paper, manufacturing businesses
are given a fair opportunity to prosper and
thrive i1In the years ahead.

We appreciate the opportunity to
share our viewpoint with you today. We
offer any assistance that will be useful to
ensure prosperity for our employees, our
communities, and shareholders, while also
recognizing the importance for the U.S. and
the rest of the world In creating more
sustainable sources of energy.

Thank you.

MR. DORR: One quick question. We
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appreciate your remarks. There was nothing
in them that reflected on the gains and
productivity based on a number of new
technologies that are occurring and creating
the development of enhanced production
efficiencies.

Do you have information that you
could provide us that would factor In on
some of these issues, too, relating your
existing concerns?

MR. GRANT: Sure. We"ll send that
to you.

MR. DORR: Thank you.

MODERATOR ORTIZ: All right.
Thank you, Mr. Grant.

Next i1s Mr. Kyle Simpson, and he
will be followed by Mr. Chris Roach.

KYLE SIMPSON, RENTECH LLC.

MR. SIMPSON: Thank you for the

opportunity to provide comments on the

implementation of Title IX. My name is Kyle

Simpson. I"m with the firm Brownstein, Hyatt,
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Farber, Shreck, and I*m appearing here at this
public meeting on behalf of Rentech, which is
one of the world"s leading synthetic fuels
technology and development companies.

Over the last 25 years the company
has developed and patented the Rentech
process, an advanced version of the well
established Fischer-Trope process. The
Rentech process can convert a wide array of
carbon-bearing material, including green
resource such as biomass, into ultra-clean
fuels and chemicals.

Our objective i1s to create value
for our stakeholders by helping the world
reduce i1ts dependency on oil and to lower
emissions including harmful greenhouse gases.

With these goals In mind, we
strongly supported the inclusion of language
in the conference report that accompanied the
act that specifically encourages the secretary
of agriculture and the secretary of energy to

put development of renewable aviation fuels on
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equal footing with other fuels by giving
consideration to projects under the
initiatives iIn Title 1X that would perform
innovative and beneficial research and
commercial development of renewable aviation
fuels.

This language in the conference
report clearly shows that the Congress sought
to expand the United States Department of
Agriculture®s efforts on renewable fuels,
development to include renewable aviation
fuels.

Rentech is a company that is
developing a U.S.-based synthetic jet fuel
production capability, and is iInterested in
support from the federal government to meet
the capital requirements that are necessary to
build these very expensive facilities.

An initial customer for the
renewable jet fuel will be the United States
Air Force which has a goal of providing about

half of 1ts fuel In a synthetic combination
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with petroleum-based fuel by 2016.

The bioenergy program for advanced
biofuels authorizes initiatives that could
provide funding that would help us to
accelerate our ability to demonstrate the
company®"s capacity to commercialize a facility
to make renewable aviation fuel.

For example as a part of our
development plan, Rentech would like to
acquire a gassifier to convert renewable
feedstocks to synthetic gas. Rentech has a
proprietary process that can convert that
syngas to jet fuel.

The current challenge i1s the
commercialization of biomass gassification
systems, which exist but are not in commercial
operation in the U.S. Rentech would like to
acquire and install an existing gassifier at
its East Dubuque, Illinois fertilizer plant.
The gassifier would provide syngas from
biomass to the fertilizer plant for fertilizer

production which would be a one-of-a-kind
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facility. And we would also transport some of
that syngas to our product demonstration unit
in Colorado, where it would be used to produce
jet fuel.

Just a few weeks ago we began to
produce synthetic aviation fuel from natural
gas at that production demonstration unit.

In addition to Section 9003, and
perhaps 9005 in the act, other sections that
you are taking comment on today may well be
suited to advance the production of renewable
aviation fuel and feedstocks for that purpose.

As intended by Congress, we
encourage you to give equal consideration to
projects implemented under any of these
initiatives that would perform innovative and
beneficial research In commercial development
of renewable aviation fuels.

Thank you.

MODERATOR ORTIZ: Thank you, Mr.
Simpson.

Up next Is Mr. Grant - excuse me,
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Mr. Chris Roach; is going to be followed by
Ryan Stroschein.
CHRIS ROACH, ABENGOA BIOENERGY

MR. ROACH: Thank you. We®"ll wait
a second for the presentation to be put up on
the screen.

1"d like to thank Under Secretary
Dorr and the committee for the opportunity to
speak today.

My name is Chris Roach. 1"m the
project development manager with Abengoa
Bioenergy. Today 1"d like to talk about our
company and our efforts to develop the fTirst
commercial scale facility employing our
cellulosic ethanol technology.

Considering the time I"m going to
move through the slides pretty quickly to get
to our comments about the sections in Title
1X.

Abengoa 1s a technology company
that i1s dedicated to the development of

sustainable solutions and sustainable
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technologies, especially in the area of
energy. Two of our business units up on this
slide are our bioenergy unit and our solar
unit.

Abengoa Bioenergy today, we are
one of the largest producers of ethanol 1In
North America. We are the largest producer of
ethanol i1n Europe. We are present in all
three major markets, Brazil, Europe and North
America. We also are a leader in the
development of new ethanol technologies, and
we"ve got almost $500 million committed today
to the development of new ethanol
technologies, including biomass conversion to
ethanol.

This i1s our facilities globally.
By 2010 we"ll1 have nearly 700 million gallons
a year of ethanol production.

One of the key components of our
strategic growth today i1s the development and
commercialization of a price-competitive

biomass to ethanol technology.
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I skipped over a slide 1711 just
mention. We are also very involved with the
Department of Energy in the development of
these technologies. In particular we"ve
received a $76 million grant for this
commercial biorefinery that we are working on
In southwest Kansas, which I1"11 talk a little
bit about, which is Abengoa Bioenergy Hybrid
of Kansas. That"s the name of the project
company .

First commercial facility of
Abengoa Bioenergy, cellulosic energy
technology. 1It"s a $500 million project, of
which we received, again, the $76 million
grant from the Department of Energy. And
Abengoa, our parent company, IS going to
supply all the required equity for this
project.

Our project start of construction
Is anticipated in the middle of 2009, with
operation by 2011. We currently have project

engineering and development which has been
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ongoing since 2007 with over $20 million spent
to date. Our location i1s In Hugoton, Kansas,
which 1s the southwest corner of Kansas, and
that was based on the local grain and feed
market. A significant supply of biomass - we
are targeting corn stover, wheat straw and --
and then eventually dedicated energy crops,
mainly switchgrass for that area. And the
very strong state and local support that we
received when we were doing our site
selection.

The project: i1t"s a hybrid
facility. We are combining our cellulosic
biomass to ethanol technology. In addition we
are also implementing a biomass gassification
technology. And then also a more tradition
grain-to-ethanol facility, which is going to
be primarily utilizing grain sorghum as
available i1n the area.

We"re looking at 150,000 dry tons
per year of biomass converted to 12 million

gallons per year of cellulosic ethanol;
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250,000 dry tons of biomass to synthesis gas
or biogas to replace any natural gas that we
would normally need for this facility. And
then 30 million bushels of a combination of
primarily grain sorghum and then corn as
necessary for 90 million gallons of ethanol.

Challenges today to the cellulosic
ethanol i1ndustry: these are new technologies
that have not yet hit their commercial scale,
and are not yet competitive with more
conventional ethanol technologies. And there
Is certainly a higher risk associated with
these new technologies. The development of a
sustainable supply of biomass i1s also a
challenge today. We are looking to college
biomass on a scale that really hasn®"t been
done before.

So one of the key components for
the future success of our Industry is the
development of that sustainable supply of
biomass. So iIn essence, really, what we are

looking at are challenges to be economic, to
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be financial competitive, for these projects
to stand alone and be financially viable. And
then also the technology risk associated with
them.

For our project and our company,
It"s not an issue of raising the necessary
equity to get this project off the ground;
It"s a matter of getting the necessary
financing which is really our biggest
challenge today.

Which leads to our comments about
Title 1X, the main being the potential
assistance in the biorefinery assistance
program; the loan guarantee program really
could go a long way towards our project and
our company being able to secure the kind of
financing needed to get this project into
construction.

A guarantee could ensure a higher
subscription rate during our syndication
process which is where we solicit lenders to

join 1In on the project.
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As far as how to maximize the
program®s effectiveness, for us, because we
are starting the project next year, It needs
to be available to us in as early 2009 as
possible, so that when we go to the financial
market we"ve got some kind of commitment
available to us.

Comments earlier about the level
of guarantee are also important for us, either
to get a 100 percent loan guarantee, which 1s
not what is currently written into the bill,
or to allow stripping of the non-guaranteed
debt from the guaranteed debt, because having
a non-guaranteed debt split off will allow us
to attract more iInvestors for the guaranteed
debt piece. Having a quasi-combined debt
piece i1s going to limit the types of financial
institutions that would be willing to iInvest
in the project.

And then also we think 1t"s
important to prioritize awards not only on

probability of success technically but
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financially.

I also would like to make some
comments about the biomass crop assistance
program, which we also think is potentially a
big asset in the development of biomass supply
of reliable and sustainable biomass supply,
which is important for us for financing as
well. 1°d like to read some comments about
the section.

Part (a)(7), the definition of
producer with regards to payments: we would
like consideration to include a producer that
has partial investment or ownership by the
project sponsor or project companies like
ours. In many cases we are finding that to
get producers to move into biomass crop
production may require some outside
investment, and we may be the only outlet to
provide that investment.

In part (c)(5)(b) which 1s about
the land preparation costs, these should

include land preparation - leveling of land to
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make it suitable for harvesting; week control
during the first establishment years - we
would believe the first three years is
appropriate; and any nutrient supplements that
might be required.

And then secondly, although the
law excludes land currently enrolled in CRP,
we feel 1t i1s critical for the successful
establishment of energy crops that this
program supports the proactive and sustainable
version of CRP acres into eligible land under
this program. Benefits from this would
include: for acres that are coming off CRP
that can"t be re-enrolled due to
oversubscription, which 1s the case near our
project, those acres could be converted to
producing switchgrass that would preserve the
same conservation goals of CRP, and after a
few years will be supported by private
industry instead of the CRP program.

The alternative is, these fragile

soils could be torn up and converted to
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farmland once they come off CRP. For
landowners who want to convert fro CRP to this
program for economic reasons, potentially the
same benefits that | just mentioned. CRP
conservation goals could be met after these
incentives expire, and the costs again would
be covered by private industry.

We are also thinking about how to
successfully convert from CRP to BCAP. We
would propose a consideration that CRP acres
that are coming up for expiration but are
still in CRP be allowed to begin to establish
these energy crops prior to coming off a
contract, so that when they come off contract
they would already be producing energy crops.
Or for acres that are going to come off of
contract in the near term before this program
iIs available, consider an extension of those
acres within CRP so that they could then go
through this establishment period and again
have these dedicated energy crops available

when they come off of CRP.
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MODERATOR ORTI1Z: Thank you, Mr.
Roach. Ten minutes has passed. Your comments
will be available on the public comment site,
on the website, so we will have to move on
unfortunately.

MR. ROACH: Thank you. Thank you
very much.

MODERATOR ORTIZ: Next is Mr. Ryan
Stroschein, and will be followed by Richard
Altman.

RYAN STROSCHEIN, AIR TRANSPORTATION
ASSOCIATION, AVIATION

MR. STROSCHEIN: I have a
presentation.

MODERATOR ORTI1Z: Thank you.

MR. STROSCHEIN: well, thank you
for the opportunity to be here today. My name
IS Ryan Stroschein. 1"m director of
government affairs for the Air Transport
Association.

The ATA is a group that represents

all the major airlines and air carriers iIn the
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United States: Alaska, American, Continental,
Jet Blue, Midwest, and several others; and
also the major cargo carriers in the U.S.
including UPS and FedEx.

And my presentation today is
designed to demonstrate how very interested
and committed the U.S. aviation industry is to
the development of renewable alternative fuel
sources.

And my presentation iIs intended to
be considered in conjunction with one that you
will hear in a few minutes by Richard Altman
who 1s the director of CAAFI, the Commercial
Aviation Alternative Fuels Initiative. We are
a member of CAAFI, and he will have some
speciftic recommendations on exactly what we
would like to see for the implementation of
Title IX.

But 1*m here today to make it
clear how committed we In the U.S. aviation
industry are to developing renewable aviation

fuels.
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As you can see from slide one,
that depicts the expense that we"ve incurred
over this decade in fuel costs. And as you
can see early on in this decade we were
spending well under $20 billion a year in
fuel. This year we will spend In excess of
$61 billion on fuel alone.

Put that in context: that"s the
equivalent of 267,000 full-time jobs assuming
$75,000 a year in salary. So a very
conservative estimate.

As you can see by the green line
on this chart, that is not a function of our
increasing our fuel usage. We will use less
fuel 1n 2008 than we did in 200, but our fuel
costs will have gone up more than five times,
an increase of $20 billion in just one year.

So fuel has become the single
largest cost center for the airline industry,
and 1t"s causing us significant economic
hardship.

The reaction to that: we"ve been
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forced to cut service. As you can see these
bars iIndicate the contraction iIn service that
we"ve undertaken over the early part of this
year, and some projections about what"s
already been announced for service cuts toward
the late part of the year. As you can see
fewer planes, fewer flights, fewer seats
flying around the country.

And obviously we are not in the
business of getting smaller and providing less
service. But that i1s what we*ve been forced
to do to react to these soaring fuel costs.

And one take-away from this slide:
I would suggest that you may want to book your
holiday travel plans now.

This map just quickly shows, every
single three digit code on this map iIs an
airport that has completely lost service from
a major ailr carrier in the United States,
completely pulled out, lock stock and barrel.
And as you can see, these are not all tiny

airports: BWI, JFK In New York, Chicago
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Midway, St. Louis, San Antonio, Oakland. All
of these airports, dozens and dozens of them,
have completely lost commercial air service
just strictly due to the high cost of
petroleum.

In the last chart 1711 show on
this 1mpact i1s the impact on the U.S.
workforce iIn the aviation industries. You can
see, 2003, we were almost 470,000. And by the
end of this year we expect to be under
400,000. And this is almost all due to high
fuel costs.

That"s why access to sustainable
renewable domestically produced fuel i1s so
important to our iIndustry, and why we are so
committed trying to see that developed.

This last slide speaks to why we
are so interested in domestically produced
fuel. This chart shows, the blue line is what
we have historically paid for fuel here in the
U.S., for jet fuel. The red line indicates

what our European competitors are paying for
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jet fuel. And as you notice, at the very peak
in July, when prices hit their highest, we
were paying $180 a barrel for jet fuel in the
U.S. Our European competitors, because they
were paying in Euros, were paying $115; a $65
difference, putting us at a huge disadvantage
to our international competitors.

So those are some of the economic
reasons why we are so excited about Title IX,
and about what the prospects the farm bill has
for helping us develop this industry.

And the other thing that i1s highly
motivating us iIs the change that we see coming
in federal and international policy as it
pertains to the treatment of carbon. If we
are being realistic, | think we certainly in
the airline iIndustry are anticipating
operating In a carbon constrained economy iIn
the years going forward. Because that is such
a huge component of our cost structure, we are
very concerned about that. The Lieberman-

Warner bill we estimate would have cost our
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industry $5 billion in the first year, with
prices going up from there.

The European Union is in the final
stages of approving an amendment to their
emissions trading scheme to pull aviation into
that scheme, so that U.S. air carriers that
fly into Europe will have to pay a European
special assessment for the carbon that they
burn.

Obviously we are going to fight
that, and there will be some litigation. But
I think 1t indicates that that i1s the track we
are going down.

So we are anticipating that, and
obviously anything that we can do to swap out
the fuel we are using now for lower carbon,
more efficient fuel, 1s only going to inure to
the benefit of us, and to the whole country.

So we do seriously believe that
renewable fuels can be the game changer for
the U.S. aviation industry in terms of supply

and economics and environmental impact.
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That concludes my remarks, and
again, I do commend the presentation of Rich
Altman 1n a few minutes from CAAFI, and he
will give some specifics about what we and
CAAFI would like to see contained or like to
see for implementation steps for Title IX.

Thank you.

MODERATOR ORTIZ: Thank you, Mr.
Stroschein. Next is Mr. Richard Altman, and
will be followed by Mr. Bill Imbergamo.
RICHARD ALTMAN, COMMERCIAL AVIATION
ALTERNATIVE FUELS INITIATIVE

MR. ALTMAN: Thank you, and thanks
for the introduction, Ryan. And thanks to
Under Secretary Dorr and Deputy Under
Secretary Faulkner, who assisted in helping us
to gain some dialogue with the community.

What 1*d like to do is just go
through and explain who CAAFI is. And is my
picture up yet? Maybe 1 can get some help?

MODERATOR ORTIZ: We"re working on

it. If you could just go ahead and begin,
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please, and we"ll get it.

MR. ALTMAN: Just push arrow one?
Now we have a dark screen.

MODERATOR ORTIZ: 1T you could go
ahead - i1f you could just begin your
presentation, we"ll be looking for 1t here.

MR. ALTMAN: Okay, all right.

Let me just explain to you who
CAAFI 1is specifically. What we are iIs a
coalition of airlines represented by ATA, and
Ryan®s organization, airports, the Airport
Council International; the aerospace
industries® association, which are the
manufacturers of airplanes and engines; and
the FAA Office of Environment and Energy.

Shall 1 try again?

The - now as mentioned previously
we are very pleased that we did - were able to
provide provisions in the legislation, and
that the agriculture department are now acting
on provisions to give equal consideration to

projects that would perform innovative and
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beneficial research on commercial development
of renewable aviation fuels.

So we appreciate that; we
appreciate the aggressive action which you are
taking, and the assistance of Deputy Under
Secretary Faulkner®s office 1n helping us to
focus on that activity.

You®ve heard both from Rentech as
a supplier - here 1 am, okay. You have heard
both from Rentech as a potential supplier to
our industry, and from the airline users. And
I wanted to just explain why we think - we
understand there is no birthright in this
legislation or in your implementation of it,
for aviation. But I just wanted to point out
that aviation we think 1s a very good partner
for the Department of Agriculture, and for the
agricultural energy producers, as we are
really dependent on hydrocarbon-based fuels.
There are no windmills; there 1Is no geothermal
energy that will help airplanes.

We have a concentrated
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distribution system which should not be
underestimated iIn 1ts importance. Eighty
percent of the fuel goes to 35 locations in
the aviation business, and that helps with
deployment initially.

We have a single regulatory
framework, governed by the Chicago Convention;
iIt"s actually international i1n nature, and we
create a global market, and we don®"t have
regulation by 50 different states per se.

We have accelerated our safety and
worthiness certification targets, both for
Fischer-Trope biomass blends similar to what
Rentech 1s working on that you heard about
earlier; and hydro-treated renewable jets,
which are targeted for certification in 2010.

We have globally accepted air
quality models implemented via the FAA MIT
Environmental Center of Excellence that we
would like to grow to fully accommodate
biofuels.

We have aviation systems
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engineering and R&D experience, and we have a
small group of evaluators - that"s what CAAFI
iIs - and implementers that drive rapid
consensus in the aviation industry. So |
think we are very well suited to be an
introductory party to what 1t 1s that the
Department of Agriculture is attempting to do
with Title IX. Oops.

We 1n as early as April began
working with the renewable rural development
area, iIn the partnership office, business
development, on candidate tasks under the
section. And we have identified five areas
that we think are extremely important.

Production scale-up for engine
certification: 1711 go Into that in a little
bit more detail in the next chart.

Optimization of biomass and coal
blend, co-production techniques. That"s
similar to what Rentech was talking about, and
very important that we economically optimize

how we bring biofuel to a coal-biomass blend.
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And that is a lot of what will produce
adequate quantities of production.

Optimize distribution to the
customers, and use of sustainable biofuels iIn
aviation. Very important with the pipeline
companies that supply ailrports i1Is to make sure
that that works well.

Production scenario analysis: as
you may know the aviation industry has a next-
gen program to grow the aviation system long
term in this country. Right now 1°d have to
say i1t"s fuel challenged. Where i1s the fuel
going to come from to support 2X or 3X growth
In aviation?

So being able to predict with the
help of Title 1X what might be available to us
and when will be important.

And then optimize indirect land
use algorithms iIn the analysis. FAA is
extremely well qualified to produce the output
of aviation flight. But one of the key

issues iIn well-to-wake i1s going to be indirect
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land use. 1It"s very much crop dependent, and
we need help with some of the supply community
to do that.

Next week we have a important
mission. Just to go on the supply issue,
specifically this chart indicates the level of
supply that we need in order to fully certify
a product. It"s on the order of 250,000
gallons, and that"s bigger than lab supplies.

So the purpose of 9003 the way |1
read 1t, could very well be a key factor in
loan guarantees, to provide the activity and
support the activity that we are intending via
the production of pilot plants.

The airlines 1 know will be
helpful 1n moving that along.

Next week we have a meeting that
Bill Hagee will speak to, and we will have a
combined Air Force CAAFI group, advisory
group, to put together a program. It includes
manufacturers; it includes biofuels producers

UOP, GE, Tysons, University of North Dakota,
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NESTI, all of whom have supplied adequate fuel
to the Air Force research lab to begin fit-
for-purpose testing with key qualification
criteria.

But we will need to move toward
pilot plants, so | think the USDA program fits
in extremely well.

So in closing I1*d just like to
point out to you that we have certainly from
what you®ve heard from Ryan a compelling
supply requirement. We are extremely
organized and focused on early certification
and development of our program. We have a
favorable distribution model, an environmental
LCA focus, which will be important to
acceptance as we go forward. And we have
implementation aligned with the farm bill,
Sections 9003 and 9005 provisions, and we
would like to continue to work with the
offices of rural development, and with the
assistance of Bill Hagee and others, be able

to join with the BRDI and have you do in with
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us as we go forward.

So thank you again.

MODERATOR ORTI1Z: Thank you, Mr.
Altman.

Next is Mr. Bill Imbergamo, and
following that will be Mr. Robert Kozak.
BILL IMBERGAMO, AMERICAN FOREST & PAPER
ASSOCIATION

MR. IMBERGAMO: Thank you. Mr.
Under Secretary, other panelists, thank you
for the opportunity to present the statement
on behalf of the American Forest and Paper
Association.

AFPA 1s the national trade
association of the forest, pulp, paper board
and wood products industry. We produce
essential products from renewable and
recyclable resources that sustain the
environment. And our industry accounts for
about 6 percent of U.S. manufacturing, and we
rank among the top 10 manufacturing employers

In 42 states, with an estimated payroll
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exceeding $50 billion.

Our industry supports policy
efforts to Increase our nation®s energy
security. As you heard from one of my
members, Boise, Inc., earlier, we are major
producers of renewable energy at our
facilities currently. Sixty-four percent of
the energy used In AFPA member paper mills,
and 74 percent of the energy in our solid wood
products industry is already produced by
carbon-neutral biomass. We are the largest
producers of renewable biomass energy in the
country, accounting for 82 percent of
renewable biomass energy produced by all
industries.

We produce and use renewable
energy while adhering to a disciplined market-
based standard of accountability that ensure
that the wood fiber we use is grown and
harvested iIn a sustainable manner.

Since 1995 all AFPA members must

subscribe to the Sustainable Forestry
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Initiative, or SFI, which sets rigorous
forestry management standards that are
reviewed by external partners from
conservation groups and research
organizations.

With over 226 participants and 156
million acres of certified well managed
forests, the SFI program ensures that
America®s forest and paper companies are
committed to sustainable management.

Our historic commitment to
renewable energy and sustainable forest
management demonstrates that a balance between
the two i1s both possible and necessary.

As has been pointed out, both the
text of the farm bill and the statement of the
managers indicate that the new bioenergy
programs are intended to strike a similar
balance between the needs of existing biomass
users, and the need to develop additional
sources of bioenergy.

We strongly support this goal. We
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encourage USDA to make every effort to ensure

that these programs are implemented to achieve
It, and ensure that existing users of biomass

and producers of bioenergy can participate iIn

all of the new programs.

In particular we are concerned
about three of the programs: biorefinery
assistance, Section 9003; bioenergy program
for advanced biofuels, 9005; and biomass crop
assistance, Section 9011, which 1 will
discuss.

As you know the biorefinery
assistance program creates grants and loan
guarantees for commercial scale biorefineries,
both new and retrofitted. Both the grants and
loan guarantees have a number of criteria that
USDA has to take into consideration. For
grants they will have to demonstrate that the
project will have a positive impact on
resource conservation, public health and the
environment.

And for loan guarantees, the
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Secretary has to analyze 10 factors, including
whether or not the new technology will not
have any significant negative Impacts on
existing manufacturing plants or other
Tacilities that use similar feedstocks.

We urge USDA to evaluate product
proposals under this program carefully under
this criteria, and ensure that existing users
are not severely harmed, and that the
agricultural and civil cultural capability of
the forest regions of the U.S. 1s not
compromised.

There is widespread concern about
the unintended consequences from biofuel
production. Carefully reviewing proposals to
ensure that they do not threaten natural
resources while meeting the demands of
existing biomass feedstock users will help
address this concern in advance.

Ensuring that this review Iis
meaningful and rigorous will help maintain a

working balance between the resource needs of
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existing biomass users, and the emerging needs
of the cellulosic biofuels i1ndustry. So all
produce the health, vitality and productivity
of our agricultural and forest lands
throughout the country as well as the
economies in rural areas.

The joint statement of the
managers specifically states that existing
facilities, including wood product facilities,
should be eligible for this program. And we
would encourage you to take that into
consideration as you receive proposals.

The bioenergy program for advanced
biofuels similarly recognizes that with forest
biomass there are competing demands. The
gentleman from Boise mentioned the statement
of the managers.

We urge USDA to take this caveat
seriously and evaluate the impacts of this
bioenergy program on other biomass users.

The potential of the farm bill

programs, combined with the narrow definition
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of renewable biomass in the Energy
Independence and Security Act causes us great
concern. It restricts eligibility for biomass
based on forest types and successional stages,
and disqualifies most fiber from public
ownerships, which has the potential to focus
all wood bioenergy demand on existing forest
plantations which are a critical part of our
fiber supply.

The biomass crop assistance
program has already been mentioned. It is
potentially a very large program that in
addition to establishing project areas with
sign-up for enrollment. There is up to a $45
per ton subsidy for storage, transportation
and harvest of renewable biomass to a biomass
conversion facility.

Again, as Mr. Grant noted, we
believe that existing wood products facilities
and paper mills, which as | noted are large
bioenergy producers, should be eligible for

payment under this program. We believe that
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was the intent of the bill, and that this will
encourage renewable energy production at
existing facilities, and the development of
bioenergy industry in harmony with the
existing wood and paper products industry.

Thank you again for the
opportunity to provide input on these
important programs. We know that the USDA has
heard a great deal about the need to balance
food needs with new bioenergy production, and
we believe that the model of sustainable
management pioneered by America®s forest
products industry can be used as a guide to
implement the bioenergy provisions to avoid
unnecessary conflicts, and support development
of new bioenergy sources in a rational manner.

Thank you very much.

MODERATOR ORTIZ: Thank you, Mr.
Imbergamo.

Next i1s Mr. Robert Kozak, and will
be followed by Mr. Denny DeVos.

ROBERT KOZAK, ATLANTIC BIOMASS CONVERSIONS
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MR. KOZAK: Good morning, thanks
for inviting me. My name is Bob Kozak. [I™m
president of Atlantic Biomass Conversions.

We produce enzymes to overcome
biomass recalcitrance in hemi-cellulose,
pectin and lignin biomass. And I"'m also a
founding board member of Advanced Biofuels,
USA.

In looking forward I hope that the
next administration whoever 1t might be will
take the comments that we are making today to
heart, and 1 hope this doesn"t wind up on the
Tloor somewhere when the next administration
comes 1In.

I also hope that once we get past
the continuing resolution In FY 2009 there
actually might be money appropriated for these
projects. But enough of that.

In looking at Title IX of the
energy bill, the implementation of 1t, 1 think
there should be two overall considerations.

And the first one is that i1t should be used to
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develop an American advanced biofuels industry
that 1s sustainable both environmentally and
economically. 1 think those are two key
things. I know we"ve all talked about i1t, but
I don"t think It"s a bad thing to say it
again.

I think the other thing to
recognize iIn implementation of this iIs that
USDA and DOE must recognize that the advanced
biofuels technology that are commercially
available - that there are a lot that are not
commercially available today in 2008.

There®s lots of very good
innovative i1deas and conversion systems and
new crops at the lab level, and I think It"s
important to use Title IX to get these to
market as fast as possible.

In terms of Section 9003, |
suggested, because the program does have
limited funds, that i1t should be focused on
only third generation advanced biofuels. And

here real quickly are my definitions.
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Just for clarify, first generation
biofuels are the corn to ethanol and soybean
biodiesel that we all know about that is
commercial.

Second generation are the
cellulosic ethanol conversion systems. It
seems that there is a fair amount of money out
there right now. DOE has funded a number of
projects, and from my hearing today that there
are other projects out there. Therefore I
think that money iIn this section should be
focused on third generation.

And some examples of third
generation biofuels are are the advanced
biojet fuels that were discussed earlier; the
advanced bio-diesel fuels; gasoline
substitutes, the so-called grassolines; and
also advanced hemi-cell lignin conversion
processes that produce intermediates.

In terms of the selection
criteria, 1°d like to make the following

recommendations.
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First off, especially for the
grant programs, that when - these are high
risk technologies, and USDA should not be
afraid of a number of these failing. Lots of
state programs that are involved In venture
type efforts recognize that and 1 think you
should do that as well. If you come up with
conservative criteria that ensure a high rate
of success, you get conservative technologies.

Secondly, 1 think that because of
the limited amount of money pilot scale
facilities should be focused on more bang for
the buck, quite simply.

Furthermore, another issue is In
biorefinery design. 1 hope that USDA-DOE is
not limited to the integrated biorefinery
concept that is out there. Some such things
as decentralized or hybrid models should be
considered as well.

And the reason | bring this up 1s,
It"s something we often forget in the

production of biofuels is that the

Page 118



bertina.adams
Rectangle

bertina.adams
Rectangle


© 0 N oo o b~ w N P

(Y
(@)

11
12
13
14
15
16
17
18
19
20
21
22

transportation of the biomass is one of the
largest costs, and if we can come up with
biorefinery designs that limit those costs, |
think that i1s - I think that should be a key
factor.

I just have two questions on the
wording in the farm bill. First, what is
demonstration scale? 1 guess those of us iIn
the field are used to pilot or prototype. |
think that needs some clarification.

And furthermore, what is a large
scale market? In transportation fuels | think
all markets tend to be rather large.

Just a couple of quick comments on
Section 9005. In terms of selection factors,
again, 1 think it should be limited to third
generation biofuels only. Perhaps an extra
concern for national defense issues iIn terms
of selection. This gets into the jet and
turbine markets.

And also 1°d hope that there 1is

some way that the payments could not only go
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to the finished producers of the final fuel,
but also intermediates. And anybody who is in
the jet fuel development knows this, that you
have 40 to 50 components going in, that there
has to be someway that the producers at that
lower level should benefit from this program
as well.

Those are all my comments on that.
I thank you for your time. 1 will be
submitting final written comments.

MODERATOR ORTI1Z: Thank you, Mr.
Kozak.

Up next is Mr. Danny DeVos, and
will be followed by Mr. Steve Flick.
DANNY DeVOS, POET

MR. DeVOS: Thank you. Under
Secretary Dorr and distinguished panel
members, | think you for the opportunity to
provide Input in this very important energy
title that we have before us.

As stated, 1 am Danny DeVos. |

am the corporate finance director for POET.
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POET currently has 26 ethanol facilities in
the Midwest with a combined production
capacity of approximately 1.5 billion
gallons.

I will provide input on 9003,
biorefining assistance; 9004, repowering;
and then 9005, the bioenergy program for
advanced biofuels.

Relating to biorefining
assistance, POET believes that the
biorefining assistance grant program will
potentially benefit our project, BELL, which
iIs a cellulosic pilot plant that will
convert corn cobs and corn fiber iInto
ethanol.

Project BELL is currently under
construction and will be producing
cellulosic ethanol before January 1st of
2009.

Research conducted at Project
Bell, along with research at POET"s bench

and lab scale facilities, will enable POET
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to begin construction of Project Liberty, a
25-million gallon cellulosic facility, In
late 2009 or early 2010.

Of equal 1T not greater
importance, under Title Section 9003 is the
biorefining assistance loan guarantee
program. POET believes that we will not be
able to obtain loan funds to finance new or
emerging technologies being adopted to
produce advanced biofuels without loan
guarantees.

Examples of biomass conversion
facilities that would be supported by the
loan guarantee program are: solid fuel
boilers; cellulosic ethanol fTacilities;
anaerobic digesters; oil extraction; and
fractionation facilities.

These technologies will be
adopted in both new and existing facilities.
Because of this i1t is essential that
implementation of the guarantee program

includes the ability to work with facilities
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that have existing debt.

I will provide a couple of
scenarios, because this same iIssue comes up
under the repowering program.

wWith that I will move onto my
comments about repowering. The repowering
assistance programs offers the opportunity
for our existing ethanol production
facilities to further reduce or eliminate
the use of fossil fuels In our production
process.

At POET we do not believe there
iIs a single solution to eliminating the use
of fossil fuels. A combination of systems
such as anaerobic digestion, solid fuel
boilers, land-fill biogas, and wind towers,
might be employed at a single production
facility.

Assuming a cost of $9 per MMBTU
of natural gas, the cost of natural gas on
an annual basis at a 65 million gallon

ethanol production facility are
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approximately $17 million. We estimate that
the capital i1nvestment required to
significantly reduce or eliminate the use of
fossil fuels to be somewhere between $1 and
$1.25 per gallon of production capacity.

At present lenders are only
willing to lend approximately $1 per gallon
of production capacity for the basic ethanol
production facility without any repowering.
Therefore there i1s no financing available
for repowering ethanol facilities without
guaranteed loans to support the new
Investment.

And again these technologies will
be adopted in existing facilities.

Therefore 1t 1s again essential for the
guarantee program to be able to work with
existing debt.

Possible scenarios of how this
might work are, and I will provide more
information In my written comments in this

area, but a producer obtains a $20 million
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guaranteed loan to add solid fuel boiler
fueled by renewable biomass to an existing
facility. The cost of the boiler project is
$25 million, so there is a room there for
the limited guarantee at 80 percent.

Prior to the solid fuel boiler
project, there is remaining debt with first
lien security on all the company assets of
$35 million. The original cost of the plant
was approximately $65 million.

For the guaranteed program to be
utilized, the guaranteed loan would only be
able to obtain a first security lien
position on the new solid fuel boiler
assets, or be of adequate size to refinance
the existing debt.

IT the existing debt is not
refinanced, the guarantee could be provided
a second lien on the existing company
assets.

Not only will the guaranteed

loans be essential to achieve repowering, at
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a minimum level, the authorization is also
available to provide a payment for the
energy replaced or produced. POET
recommends a payment of $3 per MMBTU. This
payment is needed for approximately three to
five years.

This 1s a program that we would
be ready to implement today. We have a
facility today where we are very close to
bringing online a solid fuel boiler that is
taking local wood waste from the area, and
we are In the process of piping landfill gas
to that facility.

And we, 1T we had the capital
available, we would be able to implement
current technologies we have available to
implement this program. So we strongly urge
you to implement and make this program
available as soon as possible.

Now I would like to make comments
on the bioenergy program for advanced

biofuels, Section 9005. This program
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authorizes the secretary to make payments to
an eligible producer of advanced biofuels.
An advanced biofuel is defined as a fuel
derived from a renewable biomass other than
corn kernel starch.

By definition the Secretary could
enter into a contract with a producer of
cellulosic ethanol or a producer of ethanol
from starch, as long as the starch is not
from the corn kernel.

Furthermore, renewable biomass is
defined as any organic matter that is
available on a renewable or reoccurring
basis. Therefore the Secretary is also
authorized under this program to make
payments for the utilization of landfill and
sewer gas, and solid fuels such as wood
chips, wood waste, corn stover grasses, and
manure, as sources of energy.

POET recommends that the payment
be made based on gallons produced, or energy

unit replaced, such as MMBTU, or kilowatt.
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Since the payment is made
directly to the producer of the advanced
biofuel, i1t should not have any impact on
eligibility for other tax credits that might
apply.

It 1s strongly recommended that
the duration of the contract with the
Secretary match with the length of the loan
obtained to finance the capital investment
required to produce the advanced biofuel.
This will greatly enhance the ability to
obtain financing, since 1t provides some
stability to the cash flow.

IT Section 9005, the bioenergy
program for advanced biofuels, were used in
conjunction with Section 9004 for repowering
assistance, i1t would not be necessary to
make payments for energy replaced by
repowering from funds allocated to Section
9004, the repowering assistance program.

Likewise, as long as there iIs a

separate payment made to producers of
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cellulosic ethanol, payments made under this
program could exclude payments for the
production of cellulosic ethanol.

This program for advanced
biofuels iIs a great opportunity to encourage
rapid deployment of capital and investment
in the production of the advanced biofuels.
I encourage you to move quickly not only on
this program but all these programs, because
the greatest inhibitor we have today is not
the technologies necessarily; it is more the
capital that is not available to implement
the technologies we have.

I thank you for the opportunity
to provide input and would be open to any
questions.

MODERATOR ORTIZ: Thank you, Mr.
DeVos. Following Mr. DeVos, next up Is Mr.
Steve Flick, and after Mr. Flick is Mr.
Michael Brower. Mr. Michael Brower will be
closing out the Section 9003 biorefinery

assistance, and we"ll be moving into Section
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9005, the bioenergy program for advanced
biofuels, with - beginning with Ms. Brenda
Robinson after Mr. Michael Brower.

Mr. Flick, thank you.

STEVE FLICK, SHOW ME ENERGY COOPERATIVE

MR. FLICK: Under Secretary Dorr
and distinguished panel members, thank you for
your time.

My name is Steve Flick, and I™m
chairman of the board of the first 400-member
producer coop in the United States of
cellulosic energy. That"s Show Me Energy in
Missouri.

It"s designed and built on
science, and operated on economics, for bio-
based products.

With the advent of high fossil
fuel prices, bio-based products®™ time IS now.
Several renewable ideas have been talked
about, but as an organization we on the ground
are operating, providing jobs, reducing CO02,

and creating rural opportunities.
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In the past years the coop has
learned a lot about growing, collecting,
harvesting, and processing biomass for fuel -
miscanthus, switchgrass - and i1s eager and
willing to assist USDA in developing programs
that will [launch the United States iInto the
next cellulosic revolution and lessen our
dependence on fossil non-renewable fuels.

We have put our blood, sweat and
tears into making this plant a reality, and we
are not asking for a handout, but a hand up.

Show Me Energy cooperative iIs a
biorefinery, and we suggest to the USDA to use
broad definitions of biofuel and
biorefineries. If we as a society are moving
to a renewable future, why limit the
opportunities for the advancement of biofuels.

Our definition of a biofuel is
straightforward: the final product of
commingling cellulosic fiber or plant oil, and
then chemically or physically altering the

biomass the yield a fuel.
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Show Me Energy is a replicable
model driven by producers® input and
ownership. Our biorefinery processes several
different feedstocks, from switchgrass to corn
stocks to wood. Our location allows us to use
wood fittings from the Ozarks, along with
native warm and cool season grasses, harvested
within Missouri®s seed producing area.

In fact, iIn the past we would have
burned this grassy biomass as there was no
market for i1ts use now.

Our recommendation to USDA i1s to
support processes that provide both
environmental conservation benefits on the
farm, and real energy applications allowing
the end user to displace coal or liquid fuels.

USDA should support biofuels based
on net energy ratio, BTU value, and CO2
reduction.

We also recommend the USDA that
the collection of feedstocks should be limited

to within 85 to 100 miles of the biorefinery,

Page 132



bertina.adams
Rectangle

bertina.adams
Rectangle


© 0 N oo o b~ w N P

(Y
(@)

11
12
13
14
15
16
17
18
19
20
21
22

and have strong but simple wildlife
considerations.

Further, USDA should support
programs that use industrial biomass sources,
such as coffee, tea, grass clippings; that"s
what we"re doing. By iIncorporating these
inputs, the biorefinery reduces landfill
space, and mitigates generation of methane.

All biorefineries should receive
financial support to help this embryonic
industry to get off the ground. Show Me
Energy believes that a 20 to 30 percent target
support of the fuel manufacturer will help
facilitate this market approach.

Project proposals should be well
organized, and should identify funding sources
capitalized by regulatory or a non-regulatory
institution.

In fact, one of the hardest
accomplishments of our coop was receiving
financing even though we had 70 percent equity

ownership cash money iIn the bank. This has to
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be easier, folks; and iIn today"s market credit
IS key - strong private investment with cash
in the bank to launch this industry.

Size has no bearing. Although
Show Me believes that the biofuel industry
will have a competitive economy of scale with
smaller locally owned biorefineries. Also the
type of fuels should not have any bearing in
determining what entity will receive payment.

We would also like to comment on
the participating end user size: It does not
matter, from the smallest boiler in the local
American Legion hall to the energy plant for
this huge building. I am willing to sell you
some pellets to get a boiler started. The
building we are in now is the key. Utilizing
the fuel today.

As a group we need to start
cellulosic landscape now. With 200 bushel
corn farmers from lowa, wheat farmers from
Kansas, and grass farmers from Missouri.

Producers will provide feedstock right away.
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But we should be thinking about
reducing our reliance on crops. Instead of
corn stocks, myofiber cereal straws, cool
season grass stock, native grass seed-
producing monocultures and newly established
polycultures can be used. Let"s not reinvent
the wheel and tear up our existing farm
resources, but complement them.

On the i1ssue of BCAP i1f we make
too many restrictions on the rules for
producers to participate in the BCAP program
we will push back the development and growth
of cellulosic biomass i1ndustry many many
years. Producers must be able to participate
in this new Industry no matter what the size
of their operation, because producer or
producer group participation in this new
agriculture production arena i1s a critical
element in moving the industry forward along
today.

One other thing 1°d like to share

with you, 1t Is going to be very important for
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us to focus on giving priority to projects
that provide optional benefits to the local
producers even after the removal of target
support occurs. We need to assure that large
entities are not able to come into a local
region, through the advantage of government
subsidies, and be able to drive down the long
term value of bioenergy crops In an area.

Now I will share with this group -
I have spoke many many places about our
cooperative. And just the other day a lady
seen me in the airport, and she said, you are
with that farmer group that partnered with the
University of Missouri Columbia and the
University of Missouri Rolla, making
cellulite. No, ma“"am, 1t"s cellulose.

(Laughter.)

Thank you for giving your time and
attention, and thank you for holding this
important meeting.

MODERATOR ORTIZ: Thank you.

Next 1s Mr. Flick - oh, you"re Mr.

Page 136



bertina.adams
Rectangle

bertina.adams
Rectangle

bertina.adams
Rectangle


© 0 N oo o b~ w N P

(Y
(@)

11
12
13
14
15
16
17
18
19
20
21
22

Brower. Thank you. Sorry, go ahead.
MICHAEL BROWER, MOSAIC FEDERAL AFFAIRS

MR. BROWER: 1 have a presentation.

MODERATOR ORTIZ: Okay, thank you.
IT you could - are you able to start?

MR. BROWER: 1"m Michael Brower
from Mosaic Federal Affairs. Thanks to Deputy
Secretary Faulkner, good to see you, and Mr.
Dorr, and all of y“all for being here and
holding this important meeting.

I*m acting for and on behalf of
some open loop and closed loop woody biomass
interests iIn New York, and the northeast. The
biorefinery in New York, Catalyst Renewables
Corporation, Renewables LLC, Tree Source
Solutions, Lyonsdale Biomass, U.S. Salt"s
Woody Biomass Conversion Project, SUNY ESF,
which 1s a college of environmental science
and forestry in New York; the College of
Technology at Delhi; the SUNY Center for
Sustainable and Renewable Energy; Obrenegear,

and SUNY College of Agriculture®s controlled
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environment and agriculture project.

We need the programs in Title IX
that are authorized by the act deployed as
soon as you can get them deployed. And we
urge USDA as you move this year and next year
and years forward in the budget process that
you hold on to the strategy that the farm bill
holds, and make sure that the Congress gets
the requests as they wrote them this year,
because sometimes they change. Because this
was a good strategic maneuver.

We are very pleased with what you
have done with the biorefinery assistance
program, because we figure 1t"s a chance for
us to stand up and say, that the northeast has
been excluded generally, all things being
equal, 1n biorefinery kinds of assistances,
from the federal government. And we ask that
you, as you make your rules and make your
decisions, to ensure regional parity for New
York and for the northeast in the application

of woody biomass kinds of technologies.
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You know using a New York State
renewable portfolio standard required
sustainable forest management plan, Lyonsdale
Biomass, one of the interested parties here,
has been cited by New York State DEC as the
healthiest forest In New York State. This can
be done with forest biomass.

And there i1s a lot of 1t; there 1s
a lot of 1t in the northeast; there"s a lot of
it In the nation. There are 368 million dry
tons for the nation is one of the numbers that
Is kicked around.

Nationally we know that growth
rates exceed removals by 50 percent, and in
the northeast it"s better than that, and in
New York State with huge forests, there is a
lot of rural New York north of the Tappan Zee
Bridge, New York State biomass growth exceeds
removals by 300 percent. That iIs because the
pulp and paper iIndustry has virtually moved
out of New York State.

We weren®"t as pleased with
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repowering assistance. We felt that it was a
subsidy to corporate agriculture to existing
plants, and if there is a way within the
statute, and i1t seems like there i1s a way
within the statute, that you can expand the
eligibility we strongly suggest that.

You finally have got the right
answer with advanced biofuels. Somebody has
finally gotten one bill that comes and says,
we can move biomass forward. So we ask that
you ensure there is parity for thermal
chemical and biochemical processes. WE ask
you to ensure parity for advanced
hydrocarbons. There are a lot of people who
have been talking about jet fuel. There are
other advanced hydrocarbons that are important
particularly in the northeast like heating
fuels and things like that. And for next
generation alcohols as well.

And we ask that USDA ensure that
you put these plants where the demand is,

because transportation i1Is another big cost
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always. And we say the northeast has a big
argument for that.

Rural energy for America: again we
are only asking that you provide regional
parity both in the audit programs so that you
look at open and closed loop woody biomass as
part of that mix on a regular basis; that you
use local resources and expertise in the
northeast, the northeast states research
cooperative, part of the Forestry and Range
Research Act of the Forestry Department; SUNY
ESF circuit rider program; and that
feasibility studies look at regional rural
feeding districts using woody biomass.

It will solve the issues where
people are coming up with legislation for wood
for schools and everything else.

9006 grants i1n the northeast, all
the applications that were made for 9006
forest utilization grants were pretty much
excluded. Part of i1t is that MSA exclusive

requirements In the northeast because all the
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metropolitan service areas are quite rural 1iIn
the northeast as they exclude most grants.

We need to get our hands around
the difference between federal lands and
public lands, and understand that the public
lands i1n the northeast are just as important
as the federal lands. Adirondacks is bigger
than a lot of parks.

Biomass crop assistance program:
we want to ensure regional parity for short
rotation woody biomass crops, willow, it"s
been supported by the department for a long
time. It is finally moving forward. It is
proven. 1t"s been cofired, 1t"s been fTired,
It"s been gassified, i1t"s been extracted, i1t"s
been catalyzed. 1t iIs a great resource for
the northeast and other places.

This year Catalyst Renewables
installed 600 acres of commercial willow.

This 1s a transition for
university research to real operational

adaptation by farmers. This 1Isn"t a Catalyst



bertina.adams
Rectangle

bertina.adams
Rectangle

bertina.adams
Rectangle


© 0 N oo o b~ w N P

(Y
(@)

11
12
13
14
15
16
17
18
19
20
21
22

program. They have leased to farmers, they
have farmers planting this willow now as a
crop on their farmland, and in New York
unfortunately there i1s over 1.2 million acres
of underutilized or abandoned farmland. We
are not talking food crop land. Half of i1t
was private dollars; half of it was federal
and state dollars for this initial expansion.

This program is in fact still a
demonstration. It has to be proved that i1t"s
operational. And so we need a mechanism which
can enable farmers to take the leap from
applying a three year or four year lead time
crop into the ground, to bridge those kinds of
risks, and deploy this crop for all of the
energy and environmental reasons that are
there.

We can"t let this - and this 1is
not a criticism of what conservation reserve
IS, but we wrote In the last farm bill, not
this one, provisions for harvest for willow iIn

the previous farm bill, and 1t was never
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deployed because of rulemaking. And so we
need to make sure that there is a straight
pathway in rulemaking to be able to deploy
these closed loop energy biomass products.

Again, we have great projects in
the northeast that are ready to go. We have
plenty of transportation fuels that can be
produced; we have plenty of heat and power
that can be produced; these are being produced
right now. But there i1s no unified federal
support program in the northeast.

Right now at Lyonsdale Biomass
they are producing heat and power, and the
only reason that Burroughs Paper exists iIn
Lyonsdale, New York, is because they can sell
them the steam from their plant for $3 per
million BTU as opposed to $9 per million BTU
of natural gas. That i1s the largest employer
in the region.

Thank you very much for your time,
and you will be getting the written testimony.

MODERATOR ORTIZ: Thank you, Mr.
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Brower.

That closes our section 9003,
biorefinery assistance.

Thank you.
SECTION 9005, BIOENERGY PROGRAM FOR ADVANCED
BIOFUELS

MODERATOR ORTIZ: And we are now
moving into Section 9005, bioenergy program
for advanced biofuels. And our first speaker
would be Ms. Brenda Robinson, and following
Ms. Robinson will be Mr. Manning Feraci.
BRENDA ROBINSON, ENVIRONMENTAL SOLUTIONS, INC.

MS. ROBINSON: Thank you. Thank
you for the opportunity to address the panel.

Good morning, my name iIs Brenda
Robinson, and I"m president and CEO of
Environmental Solutions. We are headquartered
in Richmond, Virginia. We are an 18-year-old
women-owned business, and our business is the
beneficial use of waste materials as - the use
of agricultural and industrial byproducts to

make new products.
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One of the major initiatives we
have 1s the manufacture of a proprietary
cellulosic fuel or biomass that is used for
industrial manufacturers to supply energy. We
have relieved the demand on the paper industry
for some of the demand of the forest products,
and we"ve doubled the BTU for some of the
boilers that the paper industry is using.

We also provide environmental
consulting services, help companies evaluate
processes to both increase recycling
opportunities and minimize waste.

ES1 also provides a brokering
services for industrial waste to maximize both
economic return and beneficial use
opportunities.

We employ more than 30 people, and
also own and operate the Sustainability Park
which is an old tobacco manufacturing company
that has been converted to an eco-industrial
park in a rural community south of Richmond<

Virginia where businesses manufacture and
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market environmentally sustainable products
and services.

Contained with in the park®s 140-
acre boundary is infrastructure that includes
a water treatment plant, a waste water
treatment plant, and three modern boilers.
These ready-to-use assets represent an
opportunity for rapid commercialization of a
bioenergy project.

We have tenants in the park that
are consumers of energy, and industrial
manufacturers seeking green energy solutions.

We are seeking partners to convert
the boilers to an alternative energy using
cellulosic or renewable energy crop, or a
combination of the two.

This background is important,
since | believe the components of the farm
bill have some correlation with where 1 see
our company heading.

This morning 1°d like to share the

opportunities we see, but more specifically
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the barriers 1 believe may exist for companies
like mine that wish to engage iIn the very
active search for better, more environmentally
appropriate alternatives for energy.

As a background representatives of
our company have met with the USDA staff on
several occasions to discuss opportunities at
the Sustainability Park, and how we might
participate in the government®s intensive
effort to establish alternative energy
sources. To this point we have not applied
for nor have we received any funding to
support any initiatives at the park or ESI
through the farm bill.

It"s not because we don"t want to
however. Based on our discussions and our
research the program provided for the farm
bill are generally not designed to help small
rural companies leverage their experience,
knowledge and history to support either
modifications to existing energy systems,

expand unique energy alternatives; or to
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participate or expand research activities.

The available USDA funding 1is
structured to pass through large institutions
or companies; universities; or nonprofit
organizations. The fast track solutions that
small entrepreneurial businesses may offer are
excluded as the challenges of partnering have
severe barriers.

We believe that as you begin to
explore the most efficient manner to implement
the 2008 farm bill, renewable energy programs,
you should do the following.

Target small business as a viable
resource to introduce new technologies and
energy solutions. The USDA and its government
partners should encourage research iIn
agriculture and energy that promotes
partnerships between the private and public
sectors, with focus and specific emphasis on
supporting small business. The country was
built on the shoulders of American

entrepreneurs, and | believe that the
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government has a responsibility to foster
creativity not just in the public sector but
the private sector as well.

Job creation and innovation is
strongly tied to small business entrepreneurs.
Let me give you an example. Tomorrow I will
be headed for Virginia Tech in Blacksburg,
Virginia. It is a trip that I am very excited
about. Tech is a land grant university, and
It has historic interests in agriculture and
forest products. My company and Virginia Tech
have much in common and my trip i1s designed to
explore with Virginia Tech possible partnering
opportunities. Should they exist, we would
like to think that one or two potential
projects would complement specific objectives
of the farm bill. ;

I"m a business woman, and my
perspective on an opportunity is different
from Virginia Tech. | have to make payroll,
pay taxes, develop strategy, and then

implement those strategies to sustain my
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company .

I have an urgency to commercialize
technologies for those very reasons. |
mention this, because while conversations and
our dialogue will happen with or without the
farm bill, specific opportunities that might
have very real promise, whether they are
related to rural energy self-sufficiency, crop
biomass, or cellulosic biomass, may not occur
without access to grants or other funding
sources provided by the farm bill.

Perhaps | have customer demand for
new solutions, and expertise capable of
executing projects, but we seek research funds
to move our ideas to market.

That i1s why 1 would encourage you
to make application process efficient,
establish a quick response protocol that
supports small business; rural agricultural
businesses; the world economy is fast and
difficult, and I believe that the efforts like

the farm bill should provide much needed
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support to ensure businesses like mine can
compete with other large institutions and
organizations.

Let me mention one or two examples
of what 1 see as a potential barrier. The
forest biomass for energy program is a good
step at deriving the use of sustainable
biomass as fuel source. ESI has a great
product that we already produce, and that is
made from recycled wood. This is innovative
and unique technology, and 1 believe it is
easily transferrable to the low valued forest
biomass. Our technology is proprietary; it
has great promise, and we would like to be
ensured that we engage in a substantial
research and development effort with a public
university for iInstance; and the technology
could remain ours.

Decisions regarding the energy and
whether and how to commit resources to
research are generally challenge decisions by

Fortune 500 companies. However, they are
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considered In many cases life or death to
small minority businesses like mine.

I believe the USDA and various
government agencies responsible for
accelerating those programs contained in the
farm bill, and specifically 9004, 9005 and
9012, should prioritize funding in a manner
that supports rural farmers and small rural
businesses like ours, rather than allocating
large dollars to a few projects that are only
available to nonprofits, universities or large
organizations. |1 would suggest that a portion
of the farm bill be set aside to encourage
small businesses, farmers, and rural
entrepreneurs the opportunity to change the
face of our energy landscape, and provide
innovative technology solutions for
alternative energy products.

Thank you very much for the
opportunity to speak.

MODERATOR ORTIZ: Thank you. Next

IS Mr. Manning Feraci, and following Mr.
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Feraci will be Ed Hegland.
MANNING FERACI, NATIONAL BIODIESEL BOARD

MR. FERACI: Good morning. Thanks
for sticking around.

My name is Manning Feraci. [I™m
the vice president of federal affairs for the
National Biodiesel Board.

And before 1 start 1°d like to
thank USDA for holding this public hearing
today. We really appreciate the opportunity
to weigh In with you, and let you know what we
think about these important programs.

And likewise, we want to thank you
for your continued support for biofuels.
You®ve always been there, very supportive of
advancing biofuels In the U.S. And 1 think
iIt"s good public policy, and our industry
certainly appreciates everything you do.

Just for a little background so
that everyone understands who NBB i1s, what we
do, the National Biodiesel Board is the

industry trade association for the U.S.
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biodiesel industry. And we really do
represent the whole waterfront of the
biodiesel industry, everything from biodiesel
producers to fuel marketers to feedstock
providers.

And as an i1ndustry we"ve
experienced some pretty significant growth
here 1In the past couple of years, and we are
pretty proud of some of the things that we
have done as an industry to iIntegrate
ourselves into the fuel supply. We are
starting - what started off as a niche fuel 1s
now becoming a mainstream fuel. We are seeing
consumers are more comfortable with our fuel.
We are seeilng more acceptance with engine
manufacturers. We are seeing dramatic
improvements in fuel quality that are helping
to increase biodiesel®™s penetration into the
fuel supply.

I"m going to be very brief,
because we"ve got some people who are going to

follow me up here that are going to provide a
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little more meat on the bone, and I want you
to hear from them.

But the main thing that we want to
talk about today i1s Section 9005, the
bioenergy program for advanced biofuels
program.

Let me just give you some of our
thoughts on how we*"d like to see that program
implemented.

You know this was a program that
we were very supportive of i1ts inclusion in
the farm bill. We worked closely with the
American Soybean Association to advocate this
program®s inclusion. We think 1t has a lot of
merit and value In terms of helping out the
U.S. biodiesel industry and subsequently
getting the good public policy benefits that
you have from having increased biodiesel use
in the United States, displacing petroleum
fuels.

With me today and some of the

folks that are going to speak after me to kind
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of highlight this, I mentioned at the
beginning that we have a wide swath of folks
from industry. What you are going to have 1is,
you are going to have the chairman and vice
chairman of our organization. One iIs a
farmer; one is a significant fuel producer and
marketer. You are going to hear from a small
producer who"s multi-feedstock, produces
multiple feedstocks. You are going to hear
from a soy producer. You are going to hear
from the American Soybean Association.

And what you are going to hear
from them is a consistent message about the
way that we want to see this program
structured to make 1t work best for everybody.
And let me just briefly touch on that, and
then again, I"m going to defer to the other
speakers behind me to kind of let them fill iIn
some of the blanks beyond that.

Under Secretary Dorr made an
interesting comment in this opening comments,

and 1 think 1t"s relevant to what we are
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talking about here. He said that in 2002 that
farm bill really helped lay the groundwork for
a lot of the programs that we are talking
about there. And we really think that that
applies on the bioenergy - on this bioenergy
program. You know our - the people in our
industries experienced with the previous CCC
bioenergy program was mostly a positive one.
In terms of the administration of the program,
they were very supportive of it.

So 1 think 1If you look back at
that program, there®s going to be a lot there
that we think is going to be helpful and
useful i1n implementing the new program. But
there are two things that we think are
important that could be done to improve the
program.

The first 1s adjusting the way the
payments are made. Previously you had,
everyone 1Is aware that you had two levels of
payment. You had one where you had a base

production allowance, and then increased
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production. And what you will see In written
comments that we are going to provide is that
we are suggesting that there be one level of
payment for all gallons of production, which
iIs another change. Previously it was based on
feedstocks consumed, iIs what your payment was
based on. We are advocating a system that you
provide 1t on gallons produced. So i1f you go
to a single level of payment, and you do it on
gallons produced, we think 1t would make the
program easier to administer; we think it will
be easier for producers to take advantage of
the program so it will make it easier for them
as well; and we think 1t si consistent with
sound energy policy in terms of it"s going to
be feedstock neutral and provide assistance to
producers out there.

The second thing I"m going to
point out is something that you guys have
heard a billion times; maybe not a billion
times, but you®"ve heard multiple times this

morning. But 1t"s a sentiment that we echo:
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implementing the program as timely as possible
IS an industry priority, using the authority
that you have to get the funding that Congress
provided, and beginning in FY "09 to have that
available to have that available at the
beginning of the fiscal year.

And then a timely implementation
of the final rules so there is some certainty
out there for providers and producers so they
would know the benefit Is coming.

You know we think that if you
implement the program in this manner, these
slight tweaks to the existing bioenergy
program that you had previously, that you will
have an effective program that will do a lot
of good to help the U.S. biodiesel industry.

And speakers after me will get
into some of the public policy benefits that
you get from increased biodiesel use.

111 be very candid: it"s not
going to be a silver bullet. 1It"s not going

to be the be-all and end-all for the U.S.
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biodiesel industry. But the fuel®s business
iIs a high volume low margin industry, and to
support that can come from this bioenergy
program can go a long way in terms of making
U.S. biodiesel producers more competitive in
the marketplace.

So as we go forward, we look
forward to working with you on this. We"ve
always had a great relationship with USDA. We
look forward to working cooperatively with you
to get a program that is structured optimally
to help our i1ndustry out.

With that I1*11 conclude my
remarks. Thank you.

MODERATOR ORTI1Z: Thank you, Mr.
Feraci.

Next up Mr. Ed Hegland, and will
be followed by Gary Haer.

ED HEGLAND, NATIONAL BIODIESEL BOARD

MR. HEGLAND: Thank you, and good

morning.

1"d also like to echo the
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sentiments of the previous speakers. Thank
you very much for allowing us this public
forum to address these issues.

My name is Ed Hegland, and as
Manning said In his statement, I"m the

farmer of the group. And I farm In Western

Minnesota; | raise corn, soybeans and wheat.

And 1°ve been involved iIn the biodiesel
industry | guess as a spokesperson and as a
voluntary lobbyist through the Minnesota
Soybean Growers Association. And now I*ve
been working with the National Biodiesel
Board, still a voluntary lobbyist. My wife
says now I"ve been promoted to a full time
volunteer. But | do manage to be home on
the farm and do that sort of work.

Manning said he wasn"t going to
steal my thunder, but I think 1t"s been
stolen. He said a number of things I™m
going to say, but 1 will reirterate and add
to some of those.

The National Biodiesel Board is

Page 162



bertina.adams
Rectangle

bertina.adams
Rectangle


© 0 N oo o b~ w N P

(Y
(@)

11
12
13
14
15
16
17
18
19
20
21
22

the national trade association representing
the biodiesel iIndustry as the coordinating
body for research and development in the
United States. It was founded in 1992 by
state soybean commodity groups who were
funding biodiesel research and development
programs.

Since that time the NBB has
developed into a comprehensive industry
association, which coordinates and interacts
with a broad range of cooperators including
industry, government and academia.

NBB*s membership is comprised of
state, national and international feedstock
and feedstock processor organizations;
biodiesel suppliers; fuel marketers and
distributors; and technology providers.

We"ve seen tremendous growth iIn
the biodiesel industry in the last number of
years, over the last 15 years. In 2007 the
industry produced 500 million gallons of

biodiesel and 1s on pace to iIncrease
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production above these levels in 2008.

Today there are 171 plants in
operation, with a capacity to produce more
than 2.2 billion gallons of biodiesel and 60
new plants under construction or expansion
which will add another estimated new
capacity of nearly 1.13 billion gallons.;

One of the reasons we are here
today in front of this group of people is
economic development and providing green
jobs i1n rural America. In 2007 alone the
U.S. brodiesel i1ndustry contributed over
$4.1 billion to the nation®s gross domestic
product, and supported 21,803 jobs.

In addition economic modeling
suggests that a vibrant biodiesel industry
will positively impact the U.S. economy 1in
multiple ways. America"s biodieisel
industry will add $26 billion to the U.S.
economy between 2007 and 2012, assuming
bioidiesel growth reaches one billion

gallons of annual product by 2012.
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Biodiesel production will create
a projected 38,856 new jobs i1n all sectors
of the economy, and additional tax revenues
from biodiesel production will more than pay
for the federal tax incentives provided to
the i1ndustry.

Equally as important it will keep
billions of dollars In America that would
otherwise be spent on foreign oil.

NBB urges USDA to implement the
bioenergy program for advanced biofuels In a
timely manner, as Manning had stated, and in
an equitable manner that provides payment on
all gallons of production.

With 1s the CCC bioenergy program
important for U.S. biodiesel producers?

This program provides CCC payments to
biodiesel producers to help offset the cost
of the feedstock used to produce biodiesel.
Feedstock costs make up more than 80 percent
of production costs. Over the past year

feedstock costs have doubled, reaching
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record highs, and making it difficult to
economically produce the fuel.

A CCC bioenergy program that
provides payment on all gallons of
production will help all U.S. biodiesel
producers displace petroleum with clean-
burning domestically produced biodiesel.

Thank you.

MODERATOR ORTI1Z: Thank you, Mr.
Hegland. Next is Mr. Gary Haer, and
following Mr. Haer will be Bob Henry.

Mr. Haer.

GARY HAER, REG

MR. HAER: Good morning. [I°m Gary
Haer, 1"m vice president of sales and
marketing for Renewable Energy Group, and also
serve as vice chairman of the National
Biodiesel Board.

1*d like to thank the panel for
the opportunity to address you this morning,
and I want to talk today about the state of

the biodiesel i1ndustry.
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First a little background on
Renewable Energy Group. Renewable Energy Group
iIs a leading company in the biodiesel industry
that has helped build the U.S. biodiesel
industry through construction of biodiesel
plants, providing biodiesel production
technology, and providing marketing and sales
of biodiesel within the U.S. market, and in
emerging markets for biodiesel.

I think just from the state of the
industry today, as was said previously, huge
growth opportunities; a lot of emerging
applications for biodiesel in the U.S. market.
A very bright future. We contribute and
support energy independence. We provide 3.5
units of energy for every unit of energy used
in the production and manufacture of
biodiesel.

From a lifecycle analysis we have
the highest energy balance of any fuel
produced in the United States today.

We also provide climate benefits
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in reduction of CO2 emissions, so our fuel 1is
very well poised to help our nation contribute
to climate benefits as well as energy
independence.

Then as Ed mentioned, we also
provide new jobs in rural America, an
investment in rural America that is solely
needed at a time when jobs are leaving rural
America for higher paying opportunities in
metropolitan areas, biodiesel and biofuels
production in rural America provides new high
paying jobs to those communities that are
sorely needed.

So those are bright future
opportunities for biodiesel, and things that
we are contributing to the U.S. marketplace.

We have also received many
positive market developments. Recently we
passed a renewable fuel standard for biodiesel
which will go into effect in 2009, which again
helps provide a base for biodiesel demand iIn

the U.S. marketplace.
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Our industry has a goal of 5
percent biodiesel usage in the diesel fuel
pool in the United States market. That
represents a three billion gallon opportunity
for biodiesel today.

As Ed mentioned, our current
production capacity, or current production
level, i1s currently 500 million gallons. So
there is a huge growth opportunity for our
industry and a very bright and promising
future.

However, with that positive
outlook, our industry is hurting severely. We
are faced with challenges In terms of high
feedstock costs. Feedstock costs contribute
or account for over 80 percent of the costs of
biodiesel in the marketplace today from a
manufacturing standpoint.

Many of our biodiesel plants were
burlt with the i1dea or the working capital
needs and estimates that were more of an

historic nature 1In terms of feedstock costs.
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Today feedstock costs are three times those
historic levels that we have seen. So we have
never seen feedstock costs at these high
prices. It is a severe challenge to our
industry and to our biodiesel producers. And
while there i1s much research and development
going on to look for alternatives to
traditional feedstocks for biodiesel, and we
believe that those will come into the
marketplace, we are going to be challenged as
an industry until those are commercialized and
help bring more competitive feedstocks to us
as an industry.

We also have a U.S. marketplace
that i1s open to the world, and open to global
production in biodiesel. Many of those
overseas producers can come into the U.S.
market and compete on a level playing field.
Many of those overseas producers receive
financial assistance, or financial incentives,
for production of biodiesel by their home

countries. So they are a challenge to us as
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an industry, but i1t"s a challenge that our
industry is prepared to meet.

We also are facing a situation now
where many of our plants have i1dled, and
reasons for our plants to have - in our
industry to have i1dle capacity today is
because we are faced with a profit margin
squeeze, obviously due to the high feedstock
costs.

Our estimate is that currently 25
percent of our capacity is being utilized
today, and part of that i1s due to working
capital constraints; part of that is due to
inefficiencies of production. Our market 1iIn
our Industry was a young, growing and emerging
market, characterized by small scale
production. Some of that small scale
production is inefficient. But there are ways
for us to transition over to a thriving
industry and a more competitive industry.

The result of this has been that

our industry i1s going through a consolidation
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and attrition phase, and we are challenged
with an industry that has been weakened, and
iIs currently on its knees. The bioenergy
program for advanced biofuels will be helpful
in that, and we are much appreciative as an
industry.

However, the previous program that
was available to our industry was much helpful
as well, because i1t did help launch our
industry. So we are grateful and appreciative
for that assistance from USDA.

However, a short term program will
not solve our industry®s challenges. Our
industry needs creative and innovative
solutions to form a solid financial foundation
for our industry to grow and flourish. Some
of the ways that this may be met would be
through direct loans to complete new capacity
that 1s on the drawing boards today. This new
capacity again i1s different from the capacity
that came into the marketplace when It was an

emerging market. This capacity is commercial
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size and large scale, utilizing modern
production technology that will give it more
efficient production and manufacturing cost
and allow us to be more competitive in the
marketplace.

Loan guarantees may be another
option. Long term low interest loans or
financing would be a way that our industry
could be assisted.

And also production loans for
working capital for the reasons that I
mentioned earlier.

In summary, our industry is very
appreciative, and realizes and recognizes,
that the bioenergy program for advanced
biofuels will be helpful. However our
industry needs a bridge for a long term
solution. A long term solution that will
enable the U.S. biodiesel industry to grow and
flourish and meet the demand goals that we
have as an industry.

A short term program is not going
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to be the solution to our iIndustry®s
challenges. And with our help and with a long
term program, our industry will be poised to
help our nation achieve i1ts national energy
independence goals.

And with that 1 thank you for the
time to address you today.

MODERATOR ORTIZ: Thank you, Mr.
Haer .

Next 1s Mr. Bob Henry, and
following that will be Mr. Bill Horan.
BOB HENRY, AMERICAN SOYBEAN ASSOCIATION

MR. HENRY: Good morning. [1"m Bob
Henry. | am also a corn and soybean farmer
from Robinson, Kansas.

I am here today on behalf of the

American Soybean Association, as soybean oil
Is the primary feedstock used for U.S.
biodiesel production, we have a strong
interest in the implementation of Section
9005, the bioenergy program for advanced

biofuels.
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We are submitting full comments iIn
writing, but 1 would like to address the major
Issues here today.

We appreciate very much USDA rural
development and rural business cooperative
services holding this public meeting on the
farm bill energy title programs, including the
bioenergy program. The ASA and National
Biodiesel Board work together to actively
support the inclusion of the bioenergy program
and the farm bill reauthorization. | believe
our organizations were the most active
supporters of the program, which is also
evident by our presence here today.

The soybean producer organizations
played a large role in the development of the
U.S. biodiesel industry. We continue to work
closely together with our industry partners,
and soybean producers and rural communities
that we live 1In have benefitted tremendously
from the new markets that have resulted from

the biodiesel production.
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We are very proud to be
contributing to the effort to move our country
toward energy independence while boosting the
economy in rural America and improving the
environment.

While U.S. biodiesel 1s being
produced from a diverse array of feedstocks,
and more second generation feedstocks are iIn
development, soybean oil is still used for up
to 80 percent of U.S. biodiesel production.
This market has helped to reduce the
historical surplus level of soybean oil stocks
and replace the markets lost as a result of
the shift away from transfats.

In addition the increased use of
soybean oil for biodiesel has created
increased supplies of soybean meal, a valuable
food and feed commodity.

As you know the biodiesel industry
has grown tremendously over the past several
years. Production has increased from two

million gallons 1n 2000 to over 500 million

Page 176



bertina.adams
Rectangle

bertina.adams
Rectangle

bertina.adams
Rectangle


© 0 N oo o b~ w N P

(Y
(@)

11
12
13
14
15
16
17
18
19
20
21
22

gallons i1n 2008.

While the i1ndustry has made
tremendous strides iIn a short period, It is
not without challenges. Due to feedstock
costs, which represent over 80 percent of
biodiesel production input costs, many
producers have been forced to suspend
operations, or operate at below margin.

We are also facing a well
publicized 1nvestment in biodiesel production
on the part of foreign countries such as
Argentina, which uses differential export
taxes as an export subsidy, and has an
artificially lower cost of production.

We believe that the challenges
facing the U.S. birodiesel iIndustry can and
will be overcome. In the near term feedstock
costs have eased recently, and USDA"s most
recent crop estimates for 2008 project one of
the largest soybean crops iIn history.

Beginning in 2009 there will be an

expanded renewable fuel standard. That
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includes a specific program for biomass-based
diesel and other advanced biofuels.

This RFS for biomass-based diesel
begins at 500 million gallons 1in 2009, and
ramps up to one billion gallons iIn 2012.
Longer term we expect to see continued
advances i1n agricultural productivity that
will iIncrease yields and efficiency. There
could also be developments in second
generation feedstocks that could further
expand biodiesel production capabilities.

To realize that future potential
and meet the objectives of greater U.S. energy
independence, rural economic development, and
improving the environment, we need this
Section 9005 bioenergy program for advanced
biofuels to support current domestic biodiesel
production.

The bioenergy program should
support necessary to make U.S. biodiesel more
competitive, and ensure that the new RFS is

filled with domestically produced biofuels.
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As mentioned previously as an
example, Argentina i1s poised to substantially
Iincrease their biodiesel exports. Argentina“s
use of DDTs provides an effective export
subsidy to its biodiesel exports, and this has
contributed to the tremendous expansion of
Argentine biodiesel capacity production and
exports that is underway.

Seed piracy and the lack of
intellectual property enforcement has allowed
Argentine producers to utilize seed
technologies for free while U.S. farmers are
paying for these very same technologies.

This seed piracy and lack of
intellectual property enforcement allows
Argentine soybean and soybean oil to be
produced and marketed at an artificially lower
cost.

Again the bioenergy program could
provide the support necessary to make U.S.
biodiesel more competitive, and ensure that

the new RFS i1s fTilled with domestically
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produced biofuels, further our goal of energy
independence.

There are several important
implementation priorities for the biodiesel
industry that we believe will help ensure that
the bioenergy program is utilized to its
Tfullest extent, that is consistent with the
congressional intent and national goals and
energy independence, economic development and
a cleaner environment.

Number one, timely implementation.
First we urge you to move expeditiously to
implement the bioenergy program and provide
payments to U.S. biodiesel producers in fiscal
year 2009. As you know the program provides
$55 million in mandatory funding for fiscal
year 2009.

While the development of final
program rules and regulations may be lengthy,
we urge you to use your authority to ensure
that the full $55 million in program funding

Is delivered to eligible producers as early as
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possible in 2009.

Number two, payment on all gallons
of eligible biodiesel produced. A top
priority for U.S. biodiesel producers is to
ensure that the bioenergy program payments are
provided on all gallons of biodiesel produced.
The previous bioenergy program was focused by
statute on iIncreased or incremental
production.

Based on extensive comments from
biodiesel producers, USDA used its authority
to provide some payments on base production.

The statutory language for the bioenergy
program has changed in this farm bill
reauthorization to eliminate the reference to
Increase production and report language was
included that indicates the intent of Congress
that the program support existing advanced
biofuel production as well as encourage new
production.

This principle iIs important to

ensure competitive fairness among biodiesel
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producers that have maintained production
during the industry®"s difficult economic
times.

IT the program were to focus or
provide a higher level of payment on increased
production, i1t would provide a competitive
advantage to new producers, or those who
restart after having suspended production.

Those who have maintained their
biodiesel production should not be punished or
put at competitive disadvantage. We believe
that providing payments on all gallons of
biodiesel produced will also have an added
benefit In simplifying the program rules.

Again 1 want to reiterate our hope
that the bioenergy program supports biodiesel
to the fullest extent possible; that the
program be implemented in a timely manner; and
that payment be provided on all gallons of
eligible U.S. biodiesel produced.

I want to thank you for your

consideration on these comments. We look
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forward to working with you and your staff to
implement the bioenergy program quickly and
effectively.

We also appreciate your iInterest
in the long-term rural development and
renewable energy answers of our nation, and
the economic viability of the biodiesel
industry. We stand ready to work with you on
any ideas or concerns that you may have to
ensure U.S. soybean farmers and U.S. biodiesel
producers continue to iIncrease our
contribution to renewable energy, energy
independence, rural development, and the
environmental goals of this nation.

Thank you.

MODERATOR ORTIZ: Thank you, Mr.
Henry. Next is Mr. Bill Horan, and following
him will be Mr. Jim Conway.

BILL MORAN, REG

MR. MORAN: Good morning. |1 also

want to thank the committee today for your

time 1n allowing us to offer some comments.
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I have worked with many of you iIn the past,
and 1t"s a pleasure for me to be back today.

I am also a farmer from northwest
lowa, corn and soybeans, and I always like to
start my remarks with an illustrated story or
joke. And my wife told me yesterday that that
would be totally iInappropriate for this
meeting. So | said, but Pam, you know, 1-°d
like people to remember me as kind of a wit.
And she said, well, you®"re half way there.

(Laughter.)

You®"re going to have to keep up.
I*m going to end up with the same
recommendations to the committee that you®ve
heard from the three previous speakers. But
my job here today as I see i1t is to explain
why that®"s important.

About two years ago four partners
and myself started a company, the Biodiesel
Group, and we proceeded to build four
biodiesel plants in lowa, 30 million gallon

plants, around the state. We went out and
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raised $85 million of equity, most of it came
from ma and pa checkbooks. People were very
interested for all the reasons you“ve heard
this morning in iInvesting In renewable energy,
particular biodiesel.

Well, our plants that we built
contracting through REG are multi-feedstock
plants, and it was - we are very thankful that
we did that because we have been surviving on
animal fat. Of course we all started out
soybean oil, but as the soybean oil prices
skyrocketed, we were able to convert to animal
fats. We"ve run all the vegetable oils in our
plants; we"ve run all of the animal fats. So
we have the economic numbers on all the
feedstocks.

The reason that it Is important in
this margin environment we have today, for a
few cents at a time, iIs that we are In a
business that i1s going to be converting now
back to more and more veg oils as we move iInto

the winter months, because we you know because
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of the coal flow properties.

As we do that the margins are
going to get tighter and tighter, because of
the high veg oil prices. So I1t"s been
critical in a low margin business all summer.
It"s going to get more critical as we go
through the winter. We need this program
implemented to bridge us Into next summer.

We think that the animal fat
acceptance has been tremendous. We"ve even
seen animal fats being used now in Europe. So
the quality 1s there. We can produce the
fuels. We have multiple feedstock, and we"re
going to be able to go forward with this
bridge legislation to the bright future that
Gary Haer and others talked about down the
road.

We have coming corn oil from DDGs;
we"re very excited about that. Virtually
every ethanol plant in the Midwest is
installing equipment to take the corn oil from

the DDGs. That is going to be a great
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feedstock for us. It"s a difficult feedstock
to work with, but we have developed the
technology to do 1t. So we need to bridge to
that. The equipment is just now being
installed. It will be next year before much
of that oil 1s on the market; so that"s why It
IS very critical.

I want to end my comments with
anecdotal evidence. When we started this
business we thought people would want to
invest in renewable fuels to make some money.
And we did when people wrote out their checks,
we did hear some of that. But more often than
not we heard people say, I"m writing this
check out of our savings account because |
want to lessen our dependence on foreign oil.
This 1s money that is going to stay in the
United States.

And 1™m very pro-military. 1"m an
ex-Marine, and a Vietnam veteran. But we had
one lady write out a fairly sizeable check.

And she said to us, 1If this check stops one
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more fTlag-draped coffin from coming into this
country I"m happy. |1 don"t care 1T I make a
dime on renewable fuels.

So my point is, the renewable fuel
business is much bigger than the economics,
and environmental benefits, the rural
development; all of those things are great.
But the American people understand that the
renewable fuel industry is much bigger and
much more important than that.

And so that"s why 1 think that the
work that you are doing here today, and the
implementation of this legislation, is one of
the greatest things we can do for our country.

Thank you.

MODERATOR ORTIZ: Thank you, Mr.
Horan.

Next 1s Mr. Jim Conway, and
following Mr. Conway will be Mr. Race Miner.
JIM CONWAY, GRIFFEN INDUSTRIES

MR. CONWAY: Good morning.

Biofuels are a very important segment of any
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future energy policy of the United States, so
I appreciate your interest, Under Secretary
Dorr and the entire panel, to discuss the
benefits that renewable energy produced
basically by rural America can have for our
entire country, and how to best implement the
new energy program passed by the 110th
Congress, and 1 am particularly interested iIn
Section 9005 of the farm bill.

As | said, 1 am Jim Conway. I am
vice president of sales and marketing for
Griffen Industries. And currently 1 also
serve as the secretary of the National
Biodiesel Board.

Griffen Industries i1s a family-owned
company, located in Northern Kentucky, that
has been in business for over 65 years. We
currently have over 1,400 employees that
operate 23 plants in 15 states. Mostly in
rural communities like Dublin, Georgia; Butler
in Russelville, Kentucky; Bastrop, Texas, and

Hampton, Florida, to name a few.
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All of our operations recycle food
waste. We do collection and processing of
bakery waste, collection and processing of
waste cooking oil from restaurants. And last
year we processed over one million tons of
food waste that might have ordinarily gone to
landfills.

In addition since 1998 we have
operated a biodiesel production plant full-
time. In fact we were the fourth biodiesel
production plant opened in the United States.

The head of the Griffen family,
back in the early "90s, had a vision of how
important biofuels would be to the long term
energy security of our country. He invested
the family money in building a plant to
produce biodiesel, which at that time was a
product very few people had even heard of.

During those early years of
production, our company operated this plant at
an economic loss. But we were committed to

the concept of renewable fuels, and dedicated
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ourselves to persevering and In maintaining
our production.

And 1 might say that part of that
production went to our own fleet of over 600
power truck units that we operate everyday, .

The farm bill of 2002 which
created the fTirst Commodity Credit
Corporation®s bioenergy program was a valuable
asset in our efforts to continue production,
and to see our industry grow to the point
where today there are over 170 production
plants 1n existence.

I believe the bioenergy program
was Indeed a spring board to this story of
significant growth.

I*m encouraged that Congress had
the foresight to renew this program with the
new farm bill. 1"m also thankful that
Congress had the wisdom to give USDA the
direction to formulate the rules and to
administer this program.

Now there are some elements of the
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old program that 1 feel need to be addressed
to make 1t even more relevant effective iIn
supporting continued development of advanced
biofuels of which biodiesel 1s perhaps the
leading producer.

I would encourage the department
to formulate a payment plan that treats and
pays all gallons equally. 1 emphasize gallons
produced as opposed to pounds of feedstock
used as a simpler and more effective program.

The biodiesel iIndustry must have
equal treatment of all produced gallons to
ensure fair and sustained growth of both the
industry and all of i1ts participants. As
you“ve heard higher feedstock prices have
affected all producers equally. And the
program, this program, is designed to offer
some relief from those costs.

And while we want to encourage new
and expanded production, we cannot exclude
older and more established producers from this

type of assistance. By treating all
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production equally, the program will ensure
the optimum return that the program was
designed, to the energy consuming public.

I would also encourage the
department to ensure that the entire funded
amount, $55 million for 2009, be fully
disbursed to advanced biofuels iIndustries. |If
the supplemental $25 million is funded, it too
should be fully disbursed again on gallons
produced.

And hopefully these funds will be
made available for gallons produced beginning
October 1st of this year, or at least
retroactive to that date i1f at all possible.

Contrary to the early formats
contained in the old bioenergy program, I also
think it 1s important that all feedstocks be
treated equally with the new program. As
production has increased, and as further
Increases are envisioned, 1t 1s paramount that
all feedstocks capable of producing quality

biodiesel should be utilized. The cost of
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various feedstocks are closely related. As
one goes up In price, they all tend to follow.

All producers should be afforded
the opportunity to access the feedstocks which
are the most favorably logistically available
to them, without regard to how they may be
treated by this program.

Uniformity of treatment of all
feedstocks i1s 1mperative to the continued
success of this Important program.

Again, 1 wish to thank Under
Secretary Dorr and the entire panel for your
time today, and for allowing me to share these
brief comments with you. 1 know that your
task 1s a huge one, but I am confident that
you will produce a program that is both fair
to all producers, and iIs effective iIn
promoting energy security for the American
public.

I thank you. I will be submitting
written comments to follow these up, and if

there are any 1 would be happy to answer any
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questions.

Thank you.

MODERATOR ORTI1Z: Thank you, Mr.
Conway -

Up next will be Mr. Race Miner,
which will get us very very close to the noon
hour, and we may not have another speaker, and
we" 1l be breaking for lunch, and 1°11 have a
few comments before we go. So.

MR. MINER: Is that a hint to be
brief?

MODERATOR ORTIZ: No, do what you
got to do.

MR. MINER: I will be anyway.

MODERATOR ORTIZ: Ten minutes,
that"s all you®ve got.

MR. MINER: 1 don"t need that much
time.

RACE MINER, KEYSTONE BIOFUELS, INC.

MR. MINER: Again, thank you for

allowing me to be here. 1t is a privilege.

My name is Race Miner. 1"m the
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president, CEO and founding partner of
Keystone Biofuels.

Keystone Biofuels 1s a biodiesel
producer located in south central
Pennsylvania. We are about 2-1/2 hours north
of Washington, D.C.

We started producing biodiesel
from soybean oil 1n March of 2006, and since
that time as everybody has testified here
earlier, soybean stock prices have gone from
18 cents a pound at that time to over 70 cents
a pound now. We of course have started
looking for other feedstocks, and we were
successful In that endeavor. We have a multi-
feedstock facility. We have the ability to
produce biodiesel from a range of feedstocks,
and we have successfully done that, going from
soybean oil to chicken fat to pork fat to now
most recently to used cooking oil.

We have grown our facility from
initially a half a million gallon plant per

year to now being able to produce 20 million
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gallons of biodiesel a year. And part of that
was with the help of the Rural Development
community, and their loan guarantee program
that we took advantage of 1n 2007.

Starting production in 2006, we
weren"t really able to take advantage of the
existing 2002 farm bill, CCC program. But it
still played a pivotal role in our decision-
making process as to whether or not to build
a plant. Unfortunately, we just weren"t able
to take advantage of i1t because of
construction delays, and that particular
program exhausted.

We believe very strongly that the
CCC program of the 2002 farm bill as well as
the one now proposed In the 2008 farm bill, as
well as the federal excise tax credits and any
local and state incentives that you are able
to receive are investments, very sound
investments, iIn what | see as a post-petroleum
era, and the place that we are headed, and the

place that we need to be iInvesting our money.
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We think it"s a very viable
investment, and we applaud rural development
and USDA for their efforts.

We would just like to in closing
reiterate those points that have been made by
my colleagues before me, which i1s, the CCC
bioenergy advanced biofuels program, if It is
to be implemented, we ask for swift timely
implementation, on a per gallon basis, per
gallon produced domestically, U.S. biodiesel
refiners, regardless of feedstock. We think
that program would be easily implemented. The
most efficient and effective way to implement
it, not only from the department®"s standpoint,
but also from a producer®s standpoint as well.

And we have - or actually 1 have
submitted a letter that highlights all these
things as well.

So thank you all very much for
your time.

MODERATOR ORTIZ: All right, great.

I think we have Mr. J.C. Bell - are you back
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there, Mr. Bell? We"ve got some extra time,
Mr. Bell. But you have 10 minutes.
J.C. BELL, BELL BIOENERGY

MR. BELL: Thank you. 1°m J.C.
Bell with Bell Bioenergy. |1 am grateful for
the opportunity to be here to speak to tell
you about our company and our concerns in the
new farm bill.

Bell Bioenergy is in the
development process of manufacturing long
chain hydrocarbons from biomass. We use a
bacterial process to break down the biomass
directly into hydrocarbon.

The hydrocarbon molecules are
commonly referred to as petroleum, or oil. We
are not talking a biodiesel; 1t i1s actually
oil.

We are to the step now of building
seven production facilities that are going on
six Army bases, and one Defense energy support

center installation.

During the next year we will be
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working through Defense energy to certify that
all of the products that we are producing are
drop-in equivalents, and meet all ASTM
standards for hydrocarbon fuels, whether i1t be
gasoline, diesel, jet fuel, or home heating
oil.

In the new farm bill what concerns
us the definitions of a biofuel. We are
chemically and from a molecular standpoint
indistinguishable from fossil fuel, but we
manufacture it from renewable biomass. We are
to the point, one year from now, a year 1In
October, we will begin the construction of
full scale production facilities after all of
our products have been certified.

In 18 months we will be to the
point of manufacturing 500,000 barrels of what
we call bio-crude per day, each of those
barrels being 42 gallons, and go from there.
In two, two and a half years, we"ll be up to
a million barrels a day.

We want to make sure that the
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funding is there for the assistance to build
those plants to make sure that farmers,
cities, and other people have the capability
to supply the biomass necessary. We need that
Teedstock.

Now a great deal of what we are
using now iIn the demonstration facilities are
waste components, whether it be corn stover or
straw as I"ve heard, or city inert biomass,
instead of going to a landfill, we take that
inert biomass and turn it into oil.

We are very concerned that
everyone be treated exactly the same. IT
there are credits to be i1ssued for biodiesel
or ethanol then our production should be
covered i1n that.

We are looking at a very sizeable
development, and are currently in the process
of creating those plants.

The other thing that concerns us
iIs the ability to help farmers with long term

planning on additional biomass that they can
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grow specifically for fuels, whether it be
biodiesel or a product like ours.

The farmers out West, the farmers
In south Georgia where we are from, need that
additional income. And we can®"t have them
making a decision, do | grow and energy crop
or do I grow a food crop. WE have to plan for
both.

And 1 thank you for the
opportunity to speak, and | hope you have a
good lunch.

MODERATOR ORTIZ: Thank you, Mr.
Bell.

We will stop here so we can break
for lunch. When we come back we"ll hear from
Mr. Mark Rokala. He"s the last speaker under
Section 9005, bioenergy program for advanced
biofuels. And then we"ll continue on with the
rest of the agenda.

We will be starting promptly at
1:00 o"clock so make sure that you are back

here. 1 want to reintroduce the panel so we
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can properly thank them with our applause for
their time.

And here today of course we had
Under Secretary of Rural Development Thomas
Dorr. But sitting in for him is Douglas
Faulkner, who Is deputy under secretary for
rural development.

We also have Joseph Glauber, chief
economist from the office of the chief
economist; Gary Mast, deputy under secretary,
natural resources, and environment; Floyd
Gaibler, deputy under secretary, farm and
foreign services; Rob Hedberg, special adviser
to research i1n education and economics; and
Karl Simon, director of compliance and
innovative strategies division, office of
transportation and air quality environmental
protection agency, and we also had John
Mizroch, a principal deputy assistant
secretary, office of energy efficiency and
renewable energy, Department of Energy.

Thank you so much, panel. And
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we"ll be breaking for lunch a little early,
but please be back at 1:00. We"lIl start
promptly at 1:00.

(Applause.)

(Whereupon at 11:55 a.m. the

proceeding In the above-entitled

matter went off the record and

resumed at 1:06 p.m.)

MODERATOR ORTIZ: Good afternoon,
everyone. We are going to continue with the
public meeting.

We have to close out a couple of
things. We have the panel back. Just to make
sure everyone knows who the panel i1s, we have
Doug Faulkner, Deputy Undersecretary for Rural
Development. We have Joseph Glauber, chief
economist, Office of the Chief Economist; Gary
Mast, Deputy Under Secretary, Natural
Resources, Environment; Floyd Gabler, Deputy
Under Secretary, Farm and Foreign Services.
We"ve got Rob Hedberg, special adviser,

research, education and economics, and |
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believe later we might have Karl Simon,
director of compliance and i1nnovative
strategies division; and possibly John
Mizroch, principal deputy assistant secretary,
Office of Energy Efficiency and Renewable
Energy, Department of Energy.

So that is our panel for this
afternoon. We are going to have Mark Rokala.
He i1s the last presenter for Section 9005,
bioenergy program for advanced biofuels. And
then we" 11 be moving on iInto Section 9007,
rural energy for America program. And Mr.
Craig Metz will be the first presenter right
after Mark Rokala.

IT the presenters would please
speak Into the mike so that all the audience
can see. And this is again being taped, so
that they can pick up what you have to say and
present here.

So we"ll start right away. Mr.
Rokala.

MARK ROKALA, NATIONAL SORGHUM PRODUCERS
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Page 206
MR. ROKALA: Thank you.

First 1°d like to thank Rural
Development for the opportunity to provide
comments on the expanding rural renewable
energy opportunities provided in the new
authorities of the energy title of the Food
Conservation and Energy Act of 2008.

My name Is Mark Rokala, and I"m
here on behalf of the National Sorghum
Producers.

1"d like to provide some
background on sorghum®s role as an advanced
biofuels feedstock, before 1 provide some
comments on Section 9005, the energy program -

the bioenergy program for advanced biofuels,
and Section 9011, the biomass crop assistance
program.

Grain sorghum i1s known as a water
sipping crop, as It uses one-third less water
than other starch sources. More Importantly,
the plant goes dormant in times of drought

rather than dying as most other annuals and
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Page 207

perennial plants do. When it does rain the
plant reinvigorates itself and starts growing
again.

Because of these drought traits,
sorghum is grown in the semi-arid regions of
the United States, from South Dakota to Texas,
and west of the Mississippi to California.

Also there has been a recent Texas
A&M study, research, that shows that foraged
sorghums produce the same amount of silage
using one-third to one-half the amount of
water as corn silage.

The sorghum industry is very
excited about the fact that sorghum i1s known
as a water-sipping crop, and we believe that
that characteristic and trait expands that
ethanol belt outside the traditional ethanol
belt, and also expands the cellulosic ethanol
belt.

As 1 mentioned the sorghum
industry is very excited by its role as a

feedstock. Grain sorghum produces the same



bertina.adams
Rectangle

bertina.adams
Rectangle


© 0 N oo o b~ w N P

(Y
(@)

11
12
13
14
15
16
17
18
19
20
21
22

amount of ethanol as a bushel of corn.
Currently almost a quarter of sorghum is used,
processed by an ethanol plant in the sorghum
belt.

Next, sweet sorghum, a close
cousin of grain sorghum, Is used i1n India,
Brazil, and the Philippines as a feedstock in
ethanol production. Sweet sorghum®s sugar
content is almost i1dentical to sugar cane.
And many of you may know sweet sorghum as
sorghum molasses, the old biscuits molasses.

Finally forage sorghums has a
brown midrib, which is a lower percentage of
lignin per ton, which means 1t can be
processed into ethanol faster; iIt"s easier to
break down than other cellulosic feedstocks.

Also, brown midrib foraged
sorghums 1s high in cellulose, which 1s an
important feedstock needed by the cellulosic
plants, processing plants, and yields a higher
level of sorghum - or ethanol per ton.

Also just to give you a scope of
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the scale of the sorghum industry, there are
eight million acres of grain sorghum and
foraged sorghums planted in the United States.
There i1s a significantly smaller sweet sorghum
population that is raised in Kentucky and
Tennessee.

About eight million acres, the
increase in the corn crop this year was 10
million new acres, so that gives you kind of
a concept of the size of the sorghum industry.

Related to the energy title
comments, the sorghum industry also worked
very hard to expand the scope of the energy
title in the farm bill. We worked with our
champions up on the Hill to make sure sorghum
was iIncluded and would be eligible for
programs like 9005 and 9011.

First we encourage USDA and DOE to
similar chronologies in their biofuels
programs. As they implement these programs,
we want to make sure that there is not a lot

of confusion between the two programs. And as
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a producer group representing a potential
feedstock, we ask that the energy title be
implemented In a timely manner.

We understand some of the
constraints that USDA and DOE are working
with. However 1T you look at the importance
of the cellulosic industry and the starch-
based 1ndustry as providing domestically
produced transportation fuel, we hope we can
get this done i1in a timely manner, and get
these programs working quickly.

Regarding Section 9005, the
bioenergy program for advanced biofuels, the
sorghum industry encourages USDA to include
all advanced biofuel feedstocks iIn the
program. As mentioned earlier, we also worked
with our colleagues up on the Hill to move
that program forward.

A majority of the sorghum is
produced in states that also produce oil, and
the ethanol i1ndustry has only recently started

to find sorghum as a starch base. Including
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sorghum in the program will help expand the
ethanol i1ndustry, outside the traditional corn
belt, and further develop the ethanol iIndustry
in the sorghum belt. And sorghum right now 1is
the second largest feedstock, in terms of
starch-based feedstock.

Also the sorghum industry is well
positioned to utilize Section 9011. Abengoa
Bioenergy is building a commercial scale
cellulosic demonstration belt in the heart of
the sorghum belt, and they are focusing on
using crop residues In that area. There are
about 600,000 acres of CRP land. There 1is
about 300,000 acres of dry land wheat. There
Is about 250-300,000 acres of dry land
sorghum, and about 100,000 of corn.

Obviously what USDA does in terms
of moving this program forward has a huge
impact on land use in that area. We encourage
USDA to look at ways to make land that 1is
coming out of CRP eligible, make 1t work so

that they can be used to produce a biomass
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Teedstock.

As you look at that plant, they
are needing 100 truck loads of bone dry
material a day. That is a lot of material
from the sorghum standpoint. They are very
interested i1n making sure there i1s the
resource, and the research and technology to
make sure that the harvesting, storage,
transportation of biomass works well.

In conclusion, at a recent USDA
research education economics conference,
highlighting sorghum®s biofuel potential,
Chinese officials discussed with the sorghum
industry their desire to use sorghum as a
feedstock for their biofuels industry. The
Chinese are very excited about the drought and
heat tolerance of sorghum. We hope the USDA
recognizes these same traits as the Chinese,
and works to include all sorghums in the
energy title programs.

Thank you.

MODERATOR ORTIZ: Thank you, Mr.
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Rokala. That closes out the Section 9005
bioenergy program for advanced biofuels.
SECTION 9007, RURAL ENERGY FOR AMERICA
PROGRAM

MODERATOR ORTI1Z: The next
presenters will be addressing Section 9007,
Rural Energy for America Program. Mr. Karl
Metz.

MR. METZ: Think of the baseball
team, the Mets.

MODERATOR ORTI1Z: Okay, Metz. Mr.
Metz, and after Mr. Metz will follow Ms. Karen
Edwards. Thank you.

CRAIG METZ, ENSAVE, INC.

MR. METZ: Thank you very much.
And 1 do have a presentation.

Well, first I want to say thank
you very much to Rural Development, and also
to the distinguished panel, for being present,
and giving Ensave the opportunity to comment.

My name is Craig Metz. 1"m the

CEO of Ensave. And we have a history of
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partnering or working with USDA on the energy
title in the farm bill both in formulating
policy and to implement program goals in the
field.

Areas we have assisted USDA in
energy issues include i1n 2003 Ensave partnered
with MacTech Federal Programs to assist USDA
with establishing guidelines, regulations, and
a delivery model for the loan portion within
the energy title of the 2002 farm bill.

Ensave also has recently worked
with NRCS to develop the standards for the
audits, and working through the American
Society of Agricultural and Biological
Engineers to be able to help those audit
standards be developed.

We also are part of the committee
working with ASABE to be able to edit those
standards, and to be able to work together.

We also have worked with Rural
Development and NRCS to be able to communicate

a little better between the two agencies when
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we wanted that NRCS wanted energy as a stated
purpose, and we are looking Into the farm
energy audits, that we wanted to make sure
that they were communicating with rural
development, to be able to make sure that the
two programs met or i1t there were any
differences, to make sure that those
differences were coordinated and addressed.

We also have made several comments
presenting information about agriculture
energy efficiency to USDA leaders and with
Tield staff.

We also were invited to speak, by
Chief Knight back in 2005, for the energy
management dialogue about farm energy audits,
and the availability of farm energy auditors
throughout the United States.

1"d like to just set the table
here a little bit, that Ensave, the reason why
we are here, we are not an eligible entity to
do farm energy audits, although we have had

this long history, we and also working with
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energy efficiency programs, and doing over
1,500 audits throughout the United States, we
are not an eligible entity.

And Ensave has recognized that
there has been a need, iIn order to be able to
get qualified energy auditors, data
collectors, out in the field. And what we did
IS, we partnered with the National Association
of Resource Conservation Development Councils
as well as the National Association of
Conservation Districts, and we have begun the
training of those folks to be able to be data
collectors i1n the field to be able to do the
energy audits.

And in this partnership and the
delivery of this infrastructure, which i1s well
underway, the training has been completed iIn
Alabama, Maryland, Oregon and Texas. And
Ensave will be providing training in the
following states i1In the coming months:
Montana, Colorado, New Jersey, Florida,

Vermont, Virginia, California and Arkansas.
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Four of those states will be
through conservation innovation grants; one
will be through the state energy office; and
two will be through other funding
opportunities.

We also have a statewide program
Iin Texas where, through the office which is
operated by the Texas comptroller of public
accounts, and the state energy conservation
office, this program will support REAP by
generating more energy audits, and therefore
more REAP applicants from a state which
historically has had low participation in
rural development energy programs.

In addition to providing farm
energy audit data collection training,
performing energy audits and promoting the
program, Ensave worked to ensure Texas rural
development could have multiple opportunities
to promote REAP and provide grant application
training to interested farms, rural small

businesses, and grant packaging consultants.
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Within the title itself, there is
a section at the bottom of this particular
title, D, that states that any similar entity
determined by the Secretary may be able to
conduct audits. And what we are asking for is
that language be added to the rulemaking that
reads that a corporation or rural small
business that has demonstrated the ability to
conduct agricultural energy audits be added.

Ensave has developed an
infrastructure. We have developed this
infrastructure through this process, and
hopefully those states that have not had a lot
of applications will be participating In this
program.

We also have over 17 years of
experience in the agriculture energy fTield.
Ensave has also conducted work with several of
our program partners, but iIf we are not - if
this language i1s not added to the rule, then
we will have to partner with an entity that

perhaps has the authority or the ability to do
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the audits - or I should say, has the
authority to do the audits, but maybe not the
ability, which would add another layer of what
we would consider bureaucracy, or an
inefficient process.

Ensave has shared i1ts knowledge
with several agencies of USDA iIn regards to
energy issues, and we would like to continue
to do so. And Ensave, as Under Secretary Dorr
had said in the beginning about the quiver
analogy, that we believe that we are an arrow
that fits well within that quiver, and we
believe that as a leader in agricultural
energy efficiency that we certainly should be
able to do our work.

And that is 1t. Thank you.

MODERATOR ORTIZ: Thank you, Mr.
Metz.

Next presenter is Ms. Karen
Edwards, and Mr. Charles Kubert will follow
Ms. Edwards.

KAREN EDWARDS, BIOBASED PRODUCTS COALITION
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MS. EDWARDS: Thank you.

I appreciate the opportunity to
testifty on behalf of the Biobased Products
Coalition. This coalition was formed last
year with a group of small, medium and large-
sized companies all producing biobased
products in the United States, as well as
allied organizations primarily representing
the feedstocks that go into biobased products.

All of these groups care about the
biobased provisions that were First created in
the 2002 energy title of the farm bill, and
work to enhance those provisions in the new
farm bill.

First 1 would like to thank iIn
particular Under Secretary Dorr who has been
a long time champion of biobased products, and
he gets 1t about the benefits that they do,
and has supported USDA"s implementation of the
bio-preferred program, that now the new farm
bill has carried further the vision for

biobased products at the federal level to
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encourage markets for biobased products
throughout the nation, and has even renamed
the program of course to the biobased markets
program.

We see that as a real positive
vision, because 1In fact Midwest governors,
counties across this country, and the private
sector are recognizing the benefits of
biobased products ranging from carpet backing
to spray-foam insulation to absorbents and
many, many more for their potential to what we
call the three Es, benefit the environment,
energy security, and of course, the rural
economy .

And we thank Dr. Glauber, your
group, for providing an assessment in the U.S.
biobased products market potential and
projections through 2025.

Biobased products manufacturers
gathered in July i1n Washington, D.C, and we
appreciated that Agricultural Secretary

Schafer came and met, and as a business
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entrepreneur himself he also gets i1t about the
challenges and the opportunities that face
these biobased products industries as they try
to market into a really traditional
marketplace oftentimes.

So they see great potential, but
they also see great obstacles. And that®s
where we have three points that we would like
to communicate about how USDA rural
development can assist the biobased products
industry in this country.

Number one, please continue, and
thank you for your past, the support that you
have provided to the overall USDA efforts to
implement the general bio-preferred program.
USDA Rural Development has supported that
effort, and in particular biobased products
companies need that label. They need the
whole program implemented soon, and they
really need that label, because i1t is key to
their marketing efforts to all sectors, not

only just to the government but to the private
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sector as well.

So 1Tt USDA can move forward on
that, you can continue to be supportive, that
IS greatly appreciated.

Number two, 1 will relate to you a
story of one of our biobased products
manufacturers just this week. This i1s a small
business i1n a rural area that i1s economically
facing a lot of hardships. And this little
company has been a startup, and they have
created jobs.

Just this week they contacted
their state rural development office and said,
hey, we"re a small business. We"re producing
this product. 1It"s got great environmental
benefits. Is there any program within rural
development that would help us In our company
including our marketing efforts? And the
response to them was, wow, It sounds like you
have a great product. But unfortunately, your
small business doesn®"t really fit into any of

our existing programs.
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So therefore the biobased
companies would benefit from a carve out or
something that specifically assists them in
participating in USDA rural development
programs so they can individually and
collectively market and do other marketing
efforts that will help their industry.

Number three, the biobased
companies can play a great role in the rural
energy for America REAP program and similar
efforts. There are biobased spray foam
insulations; there are roofing products that
can greatly contribute to the energy
efficiency of existing or retrofitted
facilities. Some of the biobased products can
fit Into ways to energy.

So we would encourage you to look
for ways to encourage the people who do get
REAP program funds and other types of programs
like that to use biobased products In their
overall effort.

And because, let me just conclude
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and say there are so many biobased products
out there, already USDA has designated 33
biobased product categories that they estimate
cover 2,741 different products. And there are
many more to be designated, and there are many
more products coming online.

Therefore, we look forward to
working with you, because with so many
different products 1t"s hard to specify any
one program. But we would look forward to
working with you as you can identify
opportunities to advance this young industry
that 1s competing against some tough
traditional products.

Thank you.

MODERATOR ORTIZ: Thank you, Ms.
Edwards.

Next up to present is Mr. Charles
Kubert. And following Mr. Kubert will be Ms.
Martha Noble.

CHARLES KUBERT, ENVIRONMENTAL LAW AND POLICY

CENTER
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MR. KUBERT: Thanks. 1 feel like
I*m coming up for the high school play from
the back of the room here.

I*m Charley Kubert. 1"m with the
Environmental Law and Policy Center in
Chicago.

The Environmental Law and Policy
Center i1s the largest energy advocacy group iIn
the Midwest Great Plains area. We are based
in Chicago, with satellite offices iIn Des
Moines, Sioux Falls, and now Jamestown, North
Dakota.

ELPC has been active iIn the
design, passage and implementation of the
energy title in both the 2002 and the 2008
farm bills, beginning In about the year 2000.
And since that time we have built a national
ag energy network, composed of producer
groups, rural development organizations,
sustainable ag advocates, and many others.
We"ve got several thousand people on our farm

bill interest list to keep them informed of
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what®"s going on with farm bill energy issues.

And we"ve developed a close
partnership with USDA, some would argue
perhaps too close, in the implementation of
the Section 9006, now known as the REAP
implementation. In fact, 1 think we actually
coined the term, rural energy for America
program, in a brainstorming session a year or
two ago.

Can we go back one, please?
Forward.

To give you a sense of our close
partnership, several of you may have seen the
brochure on the left. This 1Is an American
success story. What we did iIn this
publication was, we used i1t primarily to
highlight some of the early successes out of
the Section 9006 program, projects that were
successful, projects that were saving farmers
money through energy efficiency, or generating
them revenue through renewable energy

projects.
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We"ve circulated several thousand
copies of this publication. It"s gone
everywhere from folks on the Hill to potential
applicants to the program to give them some
sense of how the program has been used in the
past.

We"ve also developed a very -
fairly widely tracked website, farmenergy.org.
This has provided both important resources for
potential applicants to the REAP program, as
well as trying to keep people up to speed both
in farm energy policy issues, and ag energy
events around the country.

The bulk of my remarks 1s going to
be primarily on the Section 9007 program,
which has been enormously successful by any
account. It"s funded almost 2,000 projects
since i1ts inception in 2003 in all 50 states,
and we are pleased and excited that the
funding is going up from what had been $23
million a year in the first four years of the

program to almost $50-60 million over the next
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four years.

I am also going to speak as time
allows on the Section 9011 program, the BCAP
program, which again 1 think i1s a tremendous
opportunity to fund pilot projects to grow,
transport, and process and utilize biomass.

And what is exciting about that is
at least at this point there i1Is no statutory
funding cap on the program.

The guiding principles as we see
them for the REAP program, one is really to
1dentify opportunities to save and produce
energy, through energy technical assistance.
Now energy technical assistance was something
that was included in the 2002 farm bill as a
separate section but was never actually
funded. This time we"ve got some funding for
the program.

Second is really to improve the
quality of the Section 9007 applicants through
feasibility study support. This is often for

many renewable energy projects, this is often
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the hardest money to come by. And setting
aside 10 percent of the money for a
feasibility study will help farmers get, and
rural small businesses get through those
initial feasibility study thresholds.

And third, 1 think 1t"s important
that the REAP program going forward supports
projects of all sizes, technologies, and
markets throughout the country. Although we
have had projects in all 50 states, as you
will see a little bit later, we have had
enormous concentration of REAP funding iIn just
two or three states, and we"d like to see that
spread out a little bit more.

In terms of specific
recommendations on the energy technical
assistance program, we want this to possibly
include infield technical assistance for farms
that are trying to figure out ways to reduce
both diesel and fertilizer use iIn the field,
either through the implementation of precision

agriculture or other technologies.
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We think it"s important that the
grantees of this program deliver both direct
audit services such as Ensave provides as well
as workshops and training to essentially
spread the word on the opportunities for
energy efficiency.

It"s important, this is a rural
development program, it"s important that the
energy technical assistance support rural
small businesses as well as farms and
agricultural-related businesses.

We believe the program should
support multi-year grants to ensure local
program continuity and success. One-year
grants are really not going to do it for a
program that is trying to sow the seeds of
energy efficiency over a broad group of
eligible farmers.

Finally we think the grant
eligibility should extend to other nonprofits
as long as they have access to energy

professionals.
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And last we think that the
preference for this grant program should go
toward states without existing ag energy
technical assistance programs, to essentially
bring them up to the speed of some of the
states that have had successful state funded
or university funded programs.

In terms of feasibility studies,
again as I"ve emphasized, good feasibility
studies make for good projects, and they
derail bad projects before they get too far
along. The REAP statute calls for 10 percent
of the money set aside for these studies. We
believe that the consultants that people use
should be independent of the technology
vendors. The feasibility study grants should
not affect eligibility for 9007 project
grants. In other words, although 1t"s nice
for someone to have had a 9007 feasibility
study grant, it"s not essential for applying
or shouldn®t give them preference in getting

9007 capital grants.
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And finally we believe that the
applicant cost share on this program should be
about 50 percent, similar to the value-added
producer grant program.

In terms of the actual REAP
grants, as you can see by this bar chart, what
I mentioned before is that a huge share of the
Section 9006 funding in the last five years
has been concentrated in just a few states.
Over 45 percent of the money has gone to
Minnesota and lowa. While we think that those
two states have done tremendous work and
outreach on this program, we would like to see
more of the work - we"d like to see a lot of
the money spread around much more around the
country.

In addition the REAP legislation
now calls for 20 percent of all funds set
aside for grants under $20,000. As you can
see from this graph, from the next graph, over
the first four years of the program, less than

7 percent of the dollars have gone to projects
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of that size.

So USDA i1s going to have to make
some major changes in order to ramp that
number up, or to try to reach the goal of 20
percent funding there.

Reaching this goal i1s going to
require the energy technical assistance
program that the legislation provides for, far
expanded USDA outreach, and far more
streamlined simplified applications.

I know that the agency has done
tremendous work the last couple of years to
make this program accessible to smaller
applicants. And i1t"s showing. In the last
year, 2008, 14 percent of the money went to
projects of $20,000 or less.

And finally reduced emphasis on
loan guarantees, and iIncreased emphasis by
USDA on grant outreach.

I want to touch for a moment on
the loan guarantee issue, because this really

seems to have been a sticking point with USDA.
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The agency has placed increased emphasis on
loan guarantees since 2006. In fact, over 50
percent of the funds have been set aside for
loan guarantees in the program.

And USDA has also promised
priority review of loan guarantees, or loan
guarantee grant combination applications.

The results, 1f you see what"s
happening in practice, they have fallen short
of USDA expectations. Small projects iIn
certain states have essentially - have
requested loan guarantees not because they
need a loan guarantee, but because 1t simply
boosts their chances of getting a grant.

And in a sense loan guarantees are
being forced on applicants who don"t need
them. And yet the results are that despite
the 50 percent set aside, there®s only been $9
million in loan guarantee awards versus the
$200 million set aside that USDA put for this.

Let me switch quickly In my

remaining time to the biomass crop assistance
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program. Again this is a critical program for
priming the biomass supply chain.

The principals that we see here
are that we want to see USDA and this program
apply sustainability and rural economic
development criteria to energy crop
production; provide a safety net to farmers
willing to transition to energy crops; and
encourage visible working models for energy
crop and biomass production and utilization.

In terms of the environmental
criteria, the managers report really
emphasized these criteria iIn selecting
projects, particularly the wildlife issues.
It"s important that the agencies incorporate
wildlife water quality and carbon
sequestration measures selecting the
particular projects.

We want to see the project not be
limited to native plantings, and we would like
to see at least some projects awarded to high

yield noninvasive energy crops such as
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miscanthus.

Finally I think 1t"s important
that the program support both geographic and
project size diversity. Size doesn"t matter
here; there are plenty of applications and
plenty of users of biomass who are small and
local, and both large and small projects
should be encouraged.

Other issues 1 just want to
mention just very briefly. You asked for
comments on what kind of guarantee the biomass
conversion facility should have who purchase
the energy contract. Simply a purchase
contract or a letter of intent should be
adequate.

In terms of establishment cost -
in terms of the three types of payments under
this program, we believe that all these should
be independent of one another. In other words
1T one 1s awarded, one should be able to get
a harvest transfer payment or an annual

payment without necessarily getting
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establishment cost payments.

And finally, and I want to
emphasize this again, don"t bias the program
against small projects, either on the grower®s
side or on the biomass conversion facility
side. Ramping scale up too quickly might not
be the best approach. Smaller projects
Increase innovation and iIncrease the diversity
of types of applications, and allows efforts
in multiple approaches and technologies, and
allows everything from large coal-fired power
plants to small combined heat and power
facilities to ethanol plants to cellulosic
ethanol facilities to take advantage of this
program.

MODERATOR ORTIZ: Thank you, Mr.
Kubert.

MR. KUBERT: Thank you very much.

MODERATOR ORTIZ: Following Mr.
Kubert i1s Ms. Martha Noble, and following Ms.
Noble will be Mr. Bob Gray.

MARTHA NOBLE, SUSTAINABLE AGRICULTURE
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COALITION

MS. NOBLE: Good afternoon, and
thank you for the opportunity for me to
present the recommendation of the Sustainable
Agriculture Coalition on the new authorities
of the 2008 farm bill for expanding rural
renewable energy opportunities.

And also thank you for your
patience and your stamina, as we go into the
afternoon here. 1 admire i1t very much.

The coalition represents 33 family
farm rural development conservation and
environmental organizations from around the
U.S. that share commitment to federal policy
reform which promotes sustainable agriculture,
and healthy vibrant rural communities.

I will also be submitting written
remarks, and 1"m going to keep these fTairly
brief.

In the opening remarks here, I
woulld like to just focus on some general

principles that were developed by the
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Sustainable Agriculture Coalition shortly
after the enactment of the 2002 farm bill.

It was clear that the federal
government in that bill was making a
commitment to energy, bioenergy from
agricultural feedstocks, and energy generation
based n farms and rural communities.

We were concerned both with the
2002 farm bill, but then with the huge ramp up
from the renewable fuel standard of the
initial focus being almost solely on corn
ethanol, particularly when 1t actually has
resulted in some operations losing diversity,
going to continuous corn; and a system that
has high inputs of fertilizers and pesticides;
and also In terms of the fossil fuel
breakpoints isn"t as good as some other
systems in these next generations which we"re
really talking about today could be.

And we also wanted to ensure that
rural communities would share in the benefits

of agriculturally-based bioenergy and not
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simply be mined for their resources, for their
agricultural resources.

In our position paper we have a
number of general principles, and 1 just want
to emphasize for this talk three of them that
I think apply to almost all the bioenergy
programs in the farm bill. And then 111 just
talk about the two, the 9007 and the 9011
sections.

The first point for us i1Is that the
immediate priority of any energy policy is to
manage current energy use through conservation
in energy efficiency. Reducing unnecessary
use of energy iIs commonsense; It saves money;
it helps the environment. And likewise
numerous studies have shown that improving the
efficiency with which energy is used is the
cheapest and quickest energy source.

And we do need a lot of work on
energy efficiency and energy conservation on
our farms and in our rural communities. IT

we"ve seen the distress of farmers who have
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been looking at what we are going to probably
see as a continuing trajectory of high energy
prices with spikes, energy price spikes along
the way.

A second major principle for us is
that the development of new energy sources
should not only be ecologically sound but
socially responsible, and locally managed when
possible. A farm-based sustainable energy
system has great potential to be naturally
responsive to the economic needs of rural
communities and family farmers.

The public good of a farm-based
energy system must meet the same criteria of
a sustainable agricultural system:
economically viable; locally managed;
ecologically sound; and socially responsible.
The appropriate scale of new renewable energy
systems and their impacts on rural communities
should be considered.

A third i1ssue goes to the

environmental and conservation sustainability.
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Biomass energy crops should be grown and
harvested in a way that embodies best
stewardship practices to maintain or improve
air, water and soil quality.

In looking at specific criteria
for judging sustainable biomass energy
production it should include the impact both
on water quality as well as on water quantity.

Water should not be consumed
beyond replacement levels.

The impact on soil quality is
extremely important, and 1 don"t think really
has had enough attention iIn this vision or
this ramp up of all the energy, all the
bioenergy we are going to get out of our
agricultural systems.

These systems will be renewable
systems as long as the underlying resources in
them are being maintained and protected, and
that they are healthy systems. Otherwise our
renewable energy will not be renewable in the

long run.
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We also have to consider the
effects on wildlife. Harmful effects on
wildlife should be held to a minimum with
sound and effective wildlife conservation
planning.

Air quality i1s always an issue of
importance, and we are looking to some of
these systems to help reduce air pollutants,
particulate matter, and of course for carbon
sequestration. Those are Important iIssues.

The net energy balance is also an
iIssue, and that should be measured over a full
lifecycle analysis. When we are looking at
what we want to proceed with in terms of
agriculturally-based energy.

Diversity is also an issue.
Biomass energy production must avoid the
monoculture trends of industrial agriculture.

Crop rotations must be iIncorporated at the
landscape scale in order to ensure sufficient
diversity of species to attain soil quality,

wildlife habitat and ecosystem health. ;
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With the increase pressure of
biomass energy production on the nation®s
agricultural resources and its natural
resources, it 1s well worth the time, the
energy and the forethought of USDA to develop
biomass energy systems that can improve the
environmental performance of agriculture and
increase the health and economic vibrancy of
rural communities.

Now I want to turn briefly to a
couple of recommendations for specific
programs, First the Section 9007 rural energy
for America program.

With regards to the energy audits
and the technical assistance, SAC was very
glad to see the farm bill provision for energy
audits retained and combined with the
renewable energy development to the technical
assistance portion in the REAP program.

The audits were sadly neglected in
the implementation of the 2002 farm bill, and

we would like them to be a high priority for
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the 2008 farm bill.

We also have, going to the second
point, we are also concerned about the
eligible entities. The coalition represents
a number of nonprofit organizations, and many
of our organizations have been working, have
a history of working, with farmers and
ranchers on energy audits and technical
assistance. You will be hearing actually from
a representative of one of those organizations
next, Bob Gray representing the National
Center for Appropriate Technology.

We would like to see the Section
9007 be - any similar entities include private
nonprofit to have energy expertise, and to
have a track record of working with farmers
and ranchers.

We are glad to see the fTeasibility
study grants for energy efficiency
improvements and renewable energy systems
going to agricultural producers and small

business, and we agree with some previous
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speakers that there will need to be a fair
amount of outreach by rural development on
these grants.

And we were also very happy to see
the smaller grants, $20,000 or less, with a
carve out in this program. And those we do
endorse what you have just heard from Charles
Kubert with the Environmental Law and Policy
Center.

But in addition we would like USDA
to consider in this grant program of taking
some of the approaches that the sustainable
agricultural research and education program
has taken iIn terms of incorporating farmer-to-
farmer demonstrations as part of that system.
Farmers I think in many cases learn best from
other farmers, and from learning what has
happened to them, not only successes, but also
failures, which can teach a lot of people a
lot of things.

So taking that approach, or

considering working within the SAIR to help
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with that demonstration. They"ve been doing
that for years, for 20 years. They just had
their 20th anniversary. And they have been
doing i1t very well.

IT 1t goes to the BCAP progranm,
Section 9011, a few things. We are very
interested in the criteria for project
selection; we worked very hard on that section
during the farm bill development. We think
the variety and production approaches and
range of eligible crops i1s one of the most
important sections, and should have a high
priority.

Avoirding monocultures have
geographic diversity iIn the project, a variety
of land and soil types, crops with multiple
uses. Things like mixed perennial systems,
resource conserving crop rotations, can
provide benefits both for the land and the
farmers.

We are also concerned about huge

monocultures from the perspective of putting
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farmers® eggs all in one basket, of
essentially tying farmers to enterprises many
of which may be new. We think 1t"s best to
have economic diversity.

And of course we are interested in
the criteria for the impact on soil, water and
related resources. This iIs an extremely
important provision, and should be a high
priority in project selection.

We also recommend that USDA
explore the option of allowing the BCAP
project farmers to enroll in EQUIP
automatically or if they are eligible the
conservation stewardship program. We
understand that BCAP is going to be
administered through the Farm Service Agency,
and so we would also recommend that the Farm
Service Agency have the Natural Resources
Conservation Service as a consultant on
conservation planning and technical
assistance. This isn"t new. This is part of

the conservation reserve program. 1°m now
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saying it should be done exactly that way, and
we" 1l be giving you our written comments with
more ideas on that.

With regards to the annual
payments to the farmers, we do not think that
those payments should be reduced, or they
should be reduced minimally, even if the
farmer ends up selling the crops from the
project. Farmers need clarity going into
these projects, and some incentive that they
will have some safety iIn their economic
operation. As you have heard from the
biorefineries, these are new projects. They
may not work. They may fail. There may be
some problems along the way. And if you
really want to get farmers to do this on a
project and trial basis, | think 1t"s good to
give them a little certainty of how they are
going to fare.

And finally we have a number of
problems with the harvesting and collection.

We will give you our references on that, but
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there was a study done by agricultural
research scientists in late 2007 which said we
do not have the economic factors even for corn
stover, which is the one we know most about,
in terms fo how much residue should be left
for soil quality. We know about the erosion;
but we don"t know about soil quality.

Thank you.

MODERATOR ORTI1Z: Thank you, Ms.
Noble.

Following, our next presenter 1is
Mr. Bob Gray who will be the last presenter in
Section 2007, closing out the rural energy for
America program.

And then we*l1l be moving iInto
Section 9009, rural energy self-sufficiency
initiative, with Dr. Ernst Cebert.

Mr. Gray.
BOB GRAY, NATIONAL CENTER FOR APPROPRIATE
TECHNOLOGY

MR. GRAY: Thank you very much.

I would like to express my
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appreciation to the department for doing this,
because 1t Is coming at a critical time. And
I have to say to all you gentlemen, you have
been very attentive; you have been very
diligent in listening to all the
presentations, and we really appreciate that.

I am Bob Gray, and I work with the
National Center for Appropriate Technology,
which is a private nonprofit organization.

And 1*d like to just digress for just a moment
a little bit of history here, because I am a
history buff.

NCAT got formed in 1976 as a
result of the huge gas lines we saw and the
energy problems we saw in those days. And at
that time they concentrated their efforts on
two areas, doing demonstration projects in
solar, wind, geothermal. They even did some
biofuels work iIn those days.

And they also helped homeowners
through an 800 toll-free line that they had

who were either going to retrofit their homes
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or building new homes or getting new furnaces
to do energy conservation work, because that
was a major emphasis at that time as well.

Interestingly enough, as time went
on, NCAT got a lot of calls from farmers
asking about energy related issues. And for
example they got a number of calls at that
time of course over the years iIn Montana, iIn
Butte, Montana. But they got calls from
farmers on energy conservation with water
irrigation. And so the idea was that we have
an 800 toll-free line for energy use for homes
and other kind of demonstration projects for
renewable energy. We should do something in
agriculture.

And that®"s how the appropriate
technology transfer to rural areas program was
formed in the mid-"80s by NCAT, and it has
been going on now for almost 21 years.

And this program works out of six
different states; has offices not only in

Montana, California, Arkansas, Louisiana, lowa
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and Pennsylvania. And it provides information
to farmers through a toll-free line, 800 line,
through an extensive website, through
publications and through workshops; those are
sort of the four areas it operates under.

It has a grant, a cooperative
agreement with rural business cooperative
service, with RBS, and we"ve had it for a
number of years. And 1 would have to say that
the working relationship with RBS has been
tremendous, and 1°d like to give credit to Ben
Anderson. | don"t know if Ben is here, but he
runs a great shop, and we appreciate all the
help and guidance that they have given us.

So over the years ATRA®"s mission
has primarily been on sustainable farming
practices, and to help farmers with value
added products. Because we are working in
rural development, there is a lot of emphasis
on value-added products. And we have been
doing right from the start, helping farmers

with Incorporating sustainable farming
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practices on their operations.

But over the last several years we
started getting more and more energy
questions, as you would expect. And so we
have been doing a lot more work in the energy
area.

And interestingly enough, when the
farm bill just passed, I"m just going to jump
to another title, Title VI, the rural
development title, title Section 6016 has
authorized ATRA and clarified i1ts mission and
added some i1tems under energy, renewable
energy and renewable energy work; in other
words, saying we will help farmers reduce
input costs, conserve energy resources,
diversity their operations through new energy
crops, and energy generation facilities.

So 1n a way that we have been
doing this, but now it has been placed as part
of the farm bill 1n the rural development
title.

Just to give you an i1dea of some
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of the things that we have been doing over the
last couple of years, last year for example we
held In 12 states we met with over 1,500
producers on farm scale biodiesel production,
and our publications are very much sought
after. We have a publication for example on
irrigation efficiency, and more than 30,000
copies of that were downloaded from our
website.

I would just like to concentrate
my comments this afternoon on two areas of the
energy title In the farm bill. The Ffirst one
Is Section 9007, the rural energy for America
program section. And we have i1n our work, we
have worked across the board with USDA
officials i1n all different agencies including
CSR, EES, RMA, NRCS of course as well as the
Rural Development Agency. So we are ready to
work together. We want to avoid any
duplication that we might have in the work
that we already do.

I would like to just echo Mr.

Page 256



bertina.adams
Rectangle

bertina.adams
Rectangle

bertina.adams
Rectangle

bertina.adams
Rectangle


© 0 N oo o b~ w N P

(Y
(@)

11
12
13
14
15
16
17
18
19
20
21
22

Metz® comment though about in the - we have
been doing these farm energy audits for some
time. We did several hundred last year. But
we noticed 1In the language In Section 9007(b)
that nonprofit organizations - i1t doesn"t
spell out nonprofit organizations being
eligible to receive funds to do these farm
energy audits. And I would like to see that -

it says 1t"s as determined by the Secretary.
We hope that when you write the rules that you
will broaden that so an outfit like NCAT with
their ATRA program can do that.

Also we think the - having 10
percent of the rural energy for America
programs going to feasibility studies iIs a
very very good i1dea. And we have the ability
with our staff, which has a number of
different agricultural disciplines in it
including folks with disciplines across many
areas of expertise i1n agriculture; but we also
have engineers available as well. But we

think that i1dea of 10 percent set aside for
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feasibility study is a good idea. That is
something that we can help to oversee, those
feasibility studies.

And lastly 1°d like to comment on
the Section 9009, the rural energy self-
sufficiency initiative.

We have been doing assessments,
our engineers at NCAT, have been doing energy
assessments for a number of communities
throughout the country. As a matter of fact
we just completed a couple of assessments
recently, one In a community, North Carolina,
and In Montana. And we have helped those
communities look at becoming self sufficient
energywise. We are more than happy and will
be sharing that information with USDA, and
that works right into Section 9009.

So 1 guess what I"m saying i1s, we
are not rested, but we are tanned and ready to
continue to do the work that we have already
been doing with the department, and we look

forward to working with you on this energy
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title in implementing 1t, and we think we can
do even more than we have already been doing.

Thank you very much.

MODERATOR ORTIZ: Thank you, Mr.
Gray, and that closes out Section 9007, rural
energy for America program.
SECTION 9009: RURAL ENERGY SELF-SUFFICIENCY
INITIATIVE

MODERATOR ORTI1Z: We®ll now move
into Section 9009, Rural Energy Self-
Sufficiency Initiative. And Ernst Cebert is
up to present.

Following that we will go into
Section 9011, Biomass Crop Assistance Program.
And Ms. Rita Neznek will be following Dr.
Ernst Cebert. Thank you.

Dr. Cebert.
DR. ERNST CEBERT, ALABAMA A&M

DR. CEBERT: Thank you very much.
And 1 would like to thank the panel for giving
me the opportunity, and also the staff for

making sure all the logistics for something
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like this comes off very well.

I"m very surprised that I"m the
only one here from a university. And of all
universities, a small land grant university in
HBCU, and as usual from the university system
we always have our PowerPoint to click
everything away. But 1 did not send my Power
Point on time, so I am going to have to make
believe on the concepts that would be in the
PowerPoint.

And the reason my presentation was
going to be and is on a concept which we put
together out of Miami University. It"s
referred to as the Biodiesel Classroom on
Wheels.

Basically what the concept is, |
came up with by putting a fully functional
biodiesel processing unit on a trailer with
all the necessary aspects necessary to turn -
to convert any feedstock into biodiesel. By
feedstock 1 mean iIn this case waste vegetable

oil, animal rendering, yellow grease, which
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ever feedstock we might have.

And 1t"s been exactly a year ago
last September since we launched the project,
and that trailer has covered more than 13,000
miles across the state of Alabama.

So what i1t 1s, we call i1s the
Biodiesel Classroom on Wheels, basically COW
for short, Classroom on Wheels. We take the
demonstration to the site. We would tell
farmers or small business owners who are 1iIn
need of diesel where the price of fuel is
basically driving them out of business that as
long as they can accumulate a certain amount
of feedstock we will come to their location
and have them actually do their own biodiesel
so they can learn the process properly.

The success of the program has
been simply unbelievable to a point where
right now I no longer run the program out of
the university; the state Department of
Agriculture has taken i1t over, because they

have better resources to run it across the
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state.

The good thing about the system is
that you take your feedstock, you convert it
to diesel, you take that diesel, you put 1t In
the same pickup truck that is pulling it
across the state.

But what we are learning more as
farmers are requesting the use of this
particular demonstration system is that they
want to know, can they have - can they find
funds from programs such as the rural
development program to create a similar type
of trailers where it can be a coop within a
small community, where i1t can go from farmer
to farmer to farmer in the wintertime or
anytime during the year. And furthermore, the
farmers, they would like to simply put aside
20, 40, 50 acres of land to grow an oil seed
crop and make basically produce their
feedstock; convert that feedstock to biodiesel
for self sufficiency right there on the farm.

And that right now is something
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that 1 cannot stay iIn my office, because every
week 1"m being summoned by a farmers® group
somewhere around the state to put the logistic
on paper as to how this can be done.

What i1s the bottleneck right now?
The bottleneck right now is simply the money.
Again, we at our university, HBCU, we are
dealing with a lot of small farmers, people
with 500 acres or 1,000 acres or so. So
having cash flow to Invest iInto a system like
this i1s just not readily available, even
though with a small coop they feel 1T they can
get help, a small sized grant, we are talking
about $50,000 or less, to actually help build
these type of systems, they feel that they can
actually overcome this burden of high fuel
cost that is on the constant rise. Even
though the price of feedstock - we are seeing
that feedstock price is going up, but as
feedstock prices are going up, the farmer that
Is growing it is not making a profit, simply

because on the front end he 1s paying more for
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fuel, and he is also paying more for all the
biobased product, the fertilizers, and all of
the herbicide which are biobased product - |
mean not biobased but petroleum based
products. So therefore their profit has been
cut off completely.

So this success story hopefully 1
am going to send - not hopefully, I will send
all the written information and put It on the
record for this, so others can view it,
because i1t i1s definitely something | believe
which can be emulated by other states and
other rural areas across the country.

I appreciate the time.

MR. MAST: 1 have one question.
How many farmers have you touched and worked
with to produce biodiesel?

DR. CEBERT: Well, let me start
answering the question by saying that we held
a field day, 1 don"t even mention what 1 do
for a living at the university; I1"m a plant

breeder, and 1 work with canola, and I™m
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developing new canola culture varieties to be
grown in the southeast as feedstock for
biodiesel. And i1t is because of that that 1
am in the business of biofuel now.

We held a field day in which we
had over 250 participants came In to see the
canola crop, but at the same time to see a
demonstration using a biodiesel classroom on
wheels. And since we have done that we have,
as | said, we"ve traveled all over the state,
and actually having farmers hands-on doing the
- some biodiesel demonstration.

Right now the last one I went to
iIs through Marion, Indiana, where the farmers-®
group, they just right now are feverishly
looking for money to put a system like this iIn
place.

So we are working with many
farmers, and also entrepreneurs in the
process.

Thank you very much.

MODERATOR ORTIZ: Thank you, Dr.
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Cebert.

And that closes out Section 9009,
rural energy self-sufficiency initiative, and
we are moving on to Section 9011, Biomass Crop
Assistance Program. First up is Ms. Rita
Neznek. And after Ms. Rita will be Mr. Bart
Ruth.

SECTION 9011: BIOMASS CROP ASSISTANCE
PROGRAM
RITA NEZNEK, AMERICAN FOREST FOUNDATION

MS. NEZNEK: Good afternoon.

Thank you for the opportunity to
comment today on the implementation of the
energy title In the 2008 farm bill.

I am here today representing the
American Forest Foundation and its network of
over 90,000 family forest owners and
conservation leaders.

Today we are at a crossroads. We
have a tremendous opportunity to produce the
next generation of home grown energy by

tapping one of the largest sources of
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renewable biomass, the 262 million acres of
family forests in the U.S.

At the same time we can make our
water and air cleaner; strengthen our rural
economies; keep our lands forested; and create
better habitat for wildlife.

How can we do this? We can make
sure family forest owners have access to
renewable energy markets, while providing
these owners with the tools and technologies
to harvest biomass sustainably.

Renewable energy markets can
create a new revenue stream for family forest
owners while helping them stay on the land and
continue to provide the environmental and
economic benefits we all enjoy. These markets
can add to, not replace, existing wood
products markets.

The 2008 energy - farm bill"s
energy title provides iImportant incentives to
encourage sustainable product from renewable

energy from family forests. 1711 focus my
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comments on two priority areas in the title
that present the greatest opportunity and
potentially the greatest challenges for
producing renewable energy from family
forests.

First, AFF i1s extremely pleased
with the inclusion of biomass from family
forests i1n the overall definition of renewable
biomass In the energy title.

Since the incentives iIn the title,
whether 1t"s grants for building a biorefinery
or payments for growing or purchasing
feedstock, are focused on renewable biomass,
family forests will greatly benefit from the
incentives in the title, throughout the entire
title.

This definition creates a
challenge, however, because of the disparity
between the farm bill"s definition and the
definition in the renewable fuels standard iIn
the 2007 energy bill.

Unfortunately the energy bill
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restricts what renewable biomass feedstocks
can be used to meet the RFS. In doing so
large amounts of biomass from family owned
forests cannot be used to help meet the new
RFS. The 2008 farm bill creates iIncentives to
help meet the RFS, but includes a different
definition of biomass that can be used as
feedstock that includes family forests as |
mentioned.

This will not be easy to resolve
and will create uncertainty and conflict in
the market as well as i1n the administration of
the 2008 energy bill, or energy title of the
farm bill.

Ultimately the energy bill
definition should be amended to include all
sustainably harvested biomass from family
forests as one of the largest potential
sources of renewable feedstock. In the
meantime, USDA and DOE must maintain the farm
bill"s broader definition and ensure that the

incentives provided In the farm bill are jump
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starting the next generation of bioenergy
production and tapping the tremendous supply
of feedstock available from family forest.

In developing the regulations to
implement both the energy bill and the farm
bill, the American Forest Foundation
encourages consideration of the role of
certification, forest certification that is,
and what role i1t can play iIn sustainable
renewable energy production from family
forests.

Family forest owner certification
through the internationally recognized
incredible American tree farm system, a
program of AFF, can help family forest owners
harvest their biomass sustainably for the
production of renewable energy as well as
other environmental and economic benefits.

Currently 91,000 family forest
owners who own roughly 24 million acres are
certified through the American tree farm

system.
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My second point of emphasis today
will be on the biomass crop assistance
program. And it"s another great opportunity
for encouraging sustainable biomass production
from family forests. New and existing family
forests should be eligible under the program,
regardless of whether they are establishing a
new forest for biomass production, or taking
steps to manage their forests to increase
opportunities for biomass production for
renewable fuels.

Establishment payments should
include funds for activities that are needed
to improve availability of biomass for
renewable energy. This could include
activities such as site preparation, thinning
and pesticide application to manage competing
vegetation.

Annual rental payments should take
Into consideration differing market conditions
for forests as compared to traditional

agricultural lands.
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Payments for harvesting,
collecting and storing feedstocks should be
available to either the individual landowner
or the logger allowing flexibility for
different harvesting situations of family
forest owners.

The AFF"s American tree farm
system could serve as a vehicle for grouping
landowners together into a BCAP project area
and coordinating the supply of forest biomass
to a bioenergy facility. Flexibility to work
with a range of private sector aggregators
such as AFF"s tree farm system should be
incorporated into the program.

The entire farm bill energy title
has the potential to encourage sustainable
renewable energy production from biomass
harvested from family forests. Appropriate
implementation of the renewable biomass
definition and of BCAP are critical to making
this happen.

We look forward to working with
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you as you implement these programs. Family
forest owners are extremely excited about this
new opportunity to play a key role In meeting
the nation®s energy and environmental
challenges.

Thank you very much for your time.

MODERATOR ORTI1Z: Thank you, Ms.
Ritz Neznek. Next we have Mr. Bart
Ruth, and following Mr. Ruth will be Mr.
Maurice Hladik.

BART RUTH, 25x25 ALLIANCE

MR. RUTH: Thank you. 1°d like to
begin by thanking the department and Under
Secretary Dorr for having this meeting today,
and to the distinguished panel for listening
so intently.

And 1 guess any panel that has a
fellow Nebraskan on it has to be
distinguished. So I"m looking forward to
providing comments today on the rulemaking
process for the programs authorized under the

Title 1X energy title In the Food Conservation
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and Energy Act of 2008.

My name is Bart Ruth, and I"m a
soybean and corn farmer from eastern Nebraska
and currently serve on the 25X25 national
steering committee.

As the 21st century unfolds,
America has an opportunity to chart a new
course for its energy future. Our nation®s
farmers, ranchers and forest land owners have
set a bold vision to provide solutions from
the land to meet our energy needs.

The right policy framework and
programs are needed, however, to make this
reality - make this vision a reality.

The 25X25 national steering
committee supports all of the energy programs
authorized under Title IX of the Food
Conservation and Energy Act of 2008, and urges
USDA to fully support the following program
imperatives.

First, while we appreciate the

complexity of the rulemaking process, we urge
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USDA to move expeditiously in developing and
finalizing the rules that will guide the
implementation of the programs authorized
under Title IX.

We appreciate USDA"s early
scheduling of today"s listening session, and
we urge the department officials to fast track
rulemaking for all Title IX programs.

Secondly, we strongly urge USDA to
aggressively work within the federal budget
process to ensure that the programs authorized
in the Food Conservation and Energy Act of
2008 are fully funded. And I can commit that
our organization and our coalition members
will be carrying on that - that - that
aggressive agenda as well.

Third, USDA should significantly
expand i1ts renewable energy research,
development and deployment programs.
Specifically USDA should support a national
goal for research, development, demonstration

and deployment of reducing the costs for
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renewable energy production by at least 45
percent by the year 2025.

This goal is consistent with the
National Renewable Energy Laboratory®s current
goals.

And finally we encourage USDA to
fully utilize the traditional wood-using
industry such as sawmills, pulp mills,
manufactured board companies, and others, in
appropriate programs of Title IX.

These companies look forward to
joining USDA i1n development of future
bioenergy facilities, and urge USDA to select
existing partners at such sites while seeking
out new wood-using energy facilities in areas
where wood fiber resources are underutilized.

Furthermore, in order for the
forest industry to maximize their
participation in the USDA bioenergy programs,
the definition of eligible woody biomass needs
to encompass biomass produced from across the

entire forestry sector.
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Even though the Energy Security
and Independence Act of 2007 provides another
definition of eligible biomass from wood for
the EPA administered programs, the EISA
definition excludes a significant portion of
potential wood resources.

We urge USDA to follow
congressional intent of the woody biomass
definition as written in the Food Conservation
and Energy Act of 2008. ;

In addition to these overarching
recommendations, 25X25 national steering
committee offers the following comments on
individual Title IX programs.

Section 9005, bioenergy program
for advanced biofuels: 25X25"s number one
renewable fuel priority is to accelerate the
commercial production of cellulosic and next
generation biofuels. We support 9005, and
encourage USDA to simplify and to streamline
the program rules to get the highest rate of

participation from a variety of producers.;
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Furthermore, we urge USDA to make
payments to producers based on all gallons of
biodiesel produced. The program should not
tie higher levels of payment to iIncrease
production, because i1t puts producers with
consistent levels of production and those that
have weathered the recent market challenges at
a disadvantage.

Section 9011, biomass crop
assistance program, 25X25 strongly supports
the biomass crop assistance program. The
program should provide transition payments to
farmers, forest owners, and ranchers for the
conversion of land to energy crop production
In preparation for future bioenergy
operations.

The program should require the
establishment of perennial plant materials
such as switchgrass or short rotation trees,
and should provide annual payments for the
establishment period of that crop. We

recommend that the rules for this very
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important program set broad parameters for
feedstock eligibility, allowing for
experimentation with feedstocks of various
types.

We also urge USDA to consider that
BCAP 1s first and foremost an energy program,
and while bioenergy feedstocks should be
planted In a sustainable and environmentally
friendly manner, BCAP should not be burdened
by so many additional requirements as to force
low producer participation.

Currently Section (C)(2)(a)
requires a letter of commitment from biomass
conversion facility. Some producers are
concerned with possible interpretations of
this letter of commitment. |IFf USDA gives
preference to projects with a signed contract,
this may lead to reduced participation.

It may be difficult for producers
to receive a letter of commitment from a
biorefinery in advance. Determination of

project eligibility should be made based on a
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case-by-case basis, and not solely rest on the
existence of a letter of commitment.

Section (D)(2)(b) assistance with
collection, harvest, storage and
transportation: despite an abundance of
biomass feedstock In this country, feedstocks
are often located at significant distances
from refineries. Therefore cost-efficient
storage and transportation of feedstocks will
be a challenge for producers.

Hence we see this section as a
critical component to the effective operation
of the BCAP program, and urge that it be fully
funded as intended by the law.

Thank you for the opportunity to
share our preliminary comments and
recommendations, and we look forward to
submitting additional comments during the
formal rulemaking process which will follow.

Thank you for your time.

MODERATOR ORTIZ: Thank you, Mr.

Ruth.
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Up next to present is Mr. Maurice
Hladik, and following Mr. Hladik i1s Mr. Andrew
Bater.

MAURICE HLADIK, I0GEN CORP.

MR. HLADIK: I wish to thank all
the panel members and people 1n USDA for
making today happen, and also some special
thanks to Anne and Ellen who are out in the
crowd there for making this day happen.
Without the legislation we wouldn®"t be here.
So thanks for the patience in listening to me
so many times drone on about the things I™m
going to talk about today.

I*m from logen. 1It"s a Canadian
company, and we have been producing cellulosic
ethanol by the tanker truckload from biomass,
normally wheat straw, but other things work,
for the last four years. We"ve got a one acre
footprint, six-story high plant; but i1t"s a
quarter-million gallon capacity; that we"ve
been tweaking and working on over time.

We have 700,000 tons of straw
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contracted iIn Germany, ldaho and Western
Canada. And it looks like the Canadian site
will get the nod as the first plant, as the
Canadian government are on the verge of
offering us a $200 million interest-free loan.

But the U.S. i1s the prize for
technology. We want to be as large a player
in this market as we can, and I"m sure our
competitors have the same objective, and
that"s how business is.

Let me paint a picture first of
the opportunity and challenge that U.S.
agriculture i1s facing. The 16 billion gallon
RFS by 2022 which i1s really only 13 or so
years away involves, just for illustrative
purposes, let"s assume that the fermentation
and distillation in the technology that we use
meets the same economies of scale as a
conventional ethanol plant; 1t"s the same
system. And just for round numbers, we get 80
gallons, and that seems to be the industry

standard, of ethanol for every ton of biomass.
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So if you took a million tons of biomass,
that"s 80 million gallons of ethanol, and 80
million gallons would require 200 plants
producing cellulosic ethanol over the next 13
years.

Again, for i1llustrative purposes
assuming that the average farmer or grower
will provide 1,000 tons of biomass to each of
these plants; that involves 200,000 growers.

I jJust had a quote from the
National Association of Wheat Growers, and
there®s 166,000 wheat growers i1n this country,
and that includes a lot that are very small
operators.

So we are facing - we, everybody
In this room, and ourselves - are facing a
phenomenal change in how this iIndustry, 1.e.
agriculture, 1s going to face this. And this
isn“t a case of building another corn plant,
or another flower mill. This 1s new types of
agriculture. | just spent the last two days

around Stillwater, Oklahoma, talking to the
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people in that area. And it"s a great area
for switchgrass and other perennials, and they
want to become buyer or refinery ready, and
how do you get this started. How do you get
1,000 growers in a community within 50-60
miles tuned In to a perennial crop that they
have probably not even seen growing before,
and the concept of plantation agriculture. We
are talking 10-year contracts, maybe based on
some formula, but for growers, unless you are
into orchards or something, suddenly a row
crop grower facing 10 years, contracts, a new
crop; we need more of them than we have wheat
farmers i1n the next 12 to 14 years. This is
going to be a huge challenge for the industry.
Now the farm bill 1s addressing
this very nicely. Let me just comment on a
couple of things before we get into 9011.
Section 9003, the loan guarantee:
fantastic, works really well. Just two
comments which should be user friendly. To be

user friendly, two things that we"d really
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like to see. It should be open as much as
possible. So i1f the business plan 1s to the
stage where a loan guarantee iIs required, they
should not have to wait until the next year
for the next call for proposals. There should
be calls open all the time, or at least on a
quarterly basis. There would be access to
match the decision making cycle for the
biorefinery.

Secondly, particularly in early
years, these biorefineries have all sorts of
hiccups that occur. And there shouldn®"t be a
closure date. If an investor group has a loan
guarantee approved, there shouldn®"t be a
grandfather - i1t should be grandfathered. As
long as they can demonstrate that they are
active i1n the project, they shouldn®t have it
whisked away from them.

Again, on 9005, keep it user
friendly.

Now, to Section 9011, the main

reason I"m up here today, we are very
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concerned that there is a bit of a disconnect
here. 1t requires a commitment by the
biorefinery before the grower becomes eligible
for the program. Go right back to the last
couple of days in Oklahoma. The growers want
to get going; we want to get going. But we
can®"t commit because they have never grown
switchgrass before. They are not willing to
contract with us to grow switchgrass, because
we are not In the area yet. And it"s a real
chicken-and-the-egg thing, and 1It"s
unfortunate that for a legitimate biorefiner,
they are not going to commit to a community or
a group of farmers. And the unintended
consequences could be, A, this program has
very little uptake In 1t; and B, there could
be fly-by-night organizations that do commit
themselves to communities who do have very
little chance of getting a biorefinery going
quickly, and 1t"s just like they staked the
claim, then like the old gold rush days, and

the other biorefiners may be left out.
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So we have, and Anne and Ellen
know this very much, walking through one
approach whereby growers could perhaps put iIn
without any commitment from any biorefiner,
hopefully at iInterest, say five acres where
all the costs including the opportunity costs
were covered so they could learn how to grow
a new biomass crop. Then when we came along
we"d have confidence the grower knew how to do
i1t; contract with them; and they in turn would
have comfort In contracting.

And perhaps In Section 9008 there
would be a provision for this. But our real
plea 1s, focus on how this country can
mobilize 200,000 growers with the various
programs that you have got in front of them
now, and the opportunity to do rulemaking
perhaps to have a focus on this wonderful
challenge and wonderful opportunity.

And 1 thank you very much.

MODERATOR ORTIZ: Thank you, Mr.

Hladik.
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Next up to present is Mr. Andrew
Bater. Following Mr. Bater will be our last
presenter for the day, Mr. Jesse Caputo.
ANDREW BATER, BIOMASS CONNECTIONS

MR. BATER: Hi, good after, I™m
Andy Bater. And I"m grateful to be here this
afternoon, that you“ve all hung out this long.
I know 1t"s tough after lunch.

I thank you for the opportunity to
speak here today. |1 am actually both a small
farmer and a small business owner. My small
business, Biomass Connections dot com,
launched just a few weeks ago, just put It up
on the Internet. And 1t"s iIntended to be a
forum for farmers to talk to farmers. We
heard a lot about this in the last couple of
minutes. That is really the target 1"m going
after.

My Internet business was born out
of my small farm experience. | have a small
farm in Pennsylvania. 1It"s a new endeavor.

I retired from a previous career where |
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worked with a bunch of federal regulators just
down the street. |1 think It"s easier to get

a cab here. And I*ve learned on my small farm
what farmers do or don"t know. There is a lot
that I don"t know.

An earlier speaker said that he
was a farmer turned lobbyist. 1 hate to tell
you, I*m sort of a lobbyist turned farmer.

My farm has 20 acres of
switchgrass that we planted this past summer.
We had all the problems of an initial planting
of switchgrass. My wife was aghast at the
number of weeds that we"ve had in the field.

This was farmland that had been
let go fallow due to its difficult terrain and
poor soil. 1 researched the options for what
I could plant on this land. It"s very
picturesque land, but it really was not
suitable for continuing In its usage as a hay
ground.; It had been contoured and tilled in
the past. We realized it was really better

put into something like perennial grasses.
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And my proximity to Penn State was
a natural, because Penn State has an excellent
biomass program.

My target for the switchgrass is a
proposed cellulosic ethanol plant a few
communities away; just now broken ground in
Clearfield, Pennsylvania. 1It"s about 20
miles. It should be within a reasonable
target range.

Now the remainder of my land 1s
forested with lots of Pennsylvania®s black
cherry and oak trees, and unfortunately I have
a lot of miserable locust trees too. 1 really
need to take those locust trees out under some
sort of thinning program and send them off to
some other biomass program, hopefully fuels
for schools or something along those lines.

Folks, 1 spent the last three
months since | retired from my past life
learning about this category, and there is a
lifetime of more information to learn.

I have a few experiences today
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that 1 think are going to be useful to the
USDA. First experience is, | spent the summer
going to the FSA office to register my
farmland. Now that is a little bit of an
exaggeration. But I did take three tips to
the FSA office, and three mailings, and lots
of research to re-register my land in FSA"s
eyes, because i1t had gone fallow. Previous
farmers of that land, a few owners ago, had no
longer registered 1t. It took the FSA staff
a lot of time. Sometimes there were three or
four people behind the counter helping me.

The take-away thought here 1i1s, if
we are going to register land for these
programs, you need to make sure the folks at
FSA are ready for what i1s going to happen when
guys like me show up with farmland that hasn®t
been 1n use for quite some time.

I think the real key here is that
we need markets for biomass both for
cellulosic ethanol, bioheat, but we really

also need some alternative markets. No
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farmer, no one in my family - 1 come from a
farm family - no one will grow a product that
can"t be sold. Only gardeners do that. |1
learned last week of work that Michigan State
University i1s doing called ammonia fiber
explosion. This i1s wonderful work. This work
will allow materials like switchgrass to be
made more palatable both for cellulosic
ethanol production but also for animal feed.

And a key thing that struck me
when | heard the speaker last week was, that"s
a great thing. A farmer now knows he has a
market for this switchgrass, to the
neighboring dairy operation. Not just some
proposed cellulosic ethanol plant.

But what was key for me when 1
read through the act, and what I wanted to
mention here today, is that the Secretary has
some discretion iIn reduction to payments,
reduction iIn payments for alternative delivery
locations for biomass. 1 would urge that

anything that goes through an intermediate
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process that makes it suitable for biomass
should not be punished.

I want to envision a world where
there are not just big cellulosic ethanol
plants that require hundreds of acres of
storage, but that there are also Intermediate
densification or hop-off points. | think this
IS very important to our business.

And near Penn State, some of the
people at Penn State have told me that they
envision a model where a town just down the
road from my farm will have a hop-off point
where they can aggregate switchgrass or
miscanthus or whatever it i1s together, and
densify it, then i1t could be shipped by rail
to collection points closer to metropolitan
areas.

I think 1t"s very important that
these intermediate densification points, or
shipping points, or way points, or whatever
you want to call them, they really should have

all the positive benefits of the act, that a
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destination point would have.

We need a lot of implementation
assistance. 1 learned a lot planting my
switchgrass. We really need to spend a lot of
time telling farmers how this is done. 1
heard talk earlier of farmer-to-farmer
dialogue. It"s great. Farmers really want to
see other farmers doing this.

I learned from field days. We
need to foster shared skills and community
support, though. Some of the equipment is
necessary for switchgrass is specialty, no-
till drills. | had to have a guy come in from
the next state to plant my switchgrass. There
are specialty high density bailers that are
required.

These are things that small
farmers like me, and even some larger farmers,
will not have - and we need cooperative
arrangements, we need pools, we need places
for people to borrow or rent these materials.

I mentioned when 1 began that I
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have some woody forest area. There are a lot
of services that are needed there too. 1
would be thrilled i1If someone would come and
cut down all the locust trees In my woods and
haul them away and actually make my forest
better. But there really i1s no one to do
that. But in Pennsylvania, logging operations
revolve around larger trucks with booms that
haul away large logs.

We need some services, some
cooperatives or collectives, to do this kind
of thing. We need a lot of education.

I"ve been to a couple of seminars
now talking about how to thin forests, what
trees are desirable and what aren"t. We need
more seminars like that. That is going to be
a key thing.

And the closing point In that
education category i1s, I1°ve already seen
opposition to community-based wood heat or
biobased programs. We need to educate our

citizenry that 1t"s acceptable to have a plant
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- 1 hate to say it - in their back yard to
produce energy locally. This i1s very
important.

My last point before 1 get to my
quick conclusion is, | think we need some
reasonable forest stewardship requirements.
1"ve always thought that forest stewardship is
a wonderful thing. |1 love the forest. 1 love
the fact that the forests have come back after
years of decline. But most of the existing
forest stewardship programs are dependent on
forest owners having 10, 20 acres plus. There
are going to be a lot of small forest owners
who would like to participate in this
category, and they may not have the
wherewithal to participate In those
certification programs. We will need
alternative checks and balances that will
allow a guy with five acres to participate iIn
the biomass energy potential of our country.

Lastly, just a pitch, we need more

communication, farmer to farmer, rancher to
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rancher, logger to logger. That"s really what
my new business i1s about. | urge everyone iIn
this room, I urge everyone at USDA, we have to
do a lot better job.

Outside of people iIn this room,
this whole biomass energy business is unknown.
When 1 talk to people I know about what I™m
doing, they are like, where did this come
from? 1"ve never heard of such a business.

We need to get the message out; that"s perhaps
the most important task of everything that we
have ahead of us. Thank you.

MODERATOR ORTIZ: Thank you.

Last presenter will be Mr. Jesse
Caputo.

JESSE CAPUTO, ENVIRONMENTAL AND ENERGY STUDY
INSTITUTE

MR. CAPUTO: Hello, my name 1is
Jesse Caputo. [I"m with the Sustainable
Biomass and Energy Program at the
Environmental and Energy Study Institute here

in D.C.
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1"d like to thank you for the
opportunity to come here and give ESI*s
viewpoint on several of these programs. And
because I"m last 1 will try and be brief.

The first program that 1°d like to
comment on is Section 911, the biomass crop
assistance program.

We see BCAP as being a very
important solution to a very pressing problem.
The fact that investors are equally unwilling
to Invest in feedstocks before facilities are
built, as they are to invest in facilities
before there are feedstocks; the so-called
chicken and the egg problem that somebody
mentioned.

BCAP offers needed incentives and
assurance to farmers and foresters to produce
these feedstocks. This 1s an urgent problem,
and 1t iIs very important that this program be
implemented strongly and quickly, In time for
the 2009 planting season if possible.

I would also like to stress the
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importance of a robust outreach program to
ensure widespread interest and participation
from the very beginning. Also, because a
specific funding level has not been authorized
for this program, it is especially important
that funding for this important program is
vigorously pursued in the budget request
process.

A few additional comments and
suggestions. A clarification on the
definition of crops, agriculture, and
agricultural land is needed. In order to
develop a reliable, sustainable supply of
feedstocks i1n all regions of this country it
Is Iimportant that we incentivize the use of a
diverse range of feedstocks produced on a
diverse range of lands. It is iImportant that
BCAP encompasses the production of short
rotation woody crops, including willow and
poplar. 1t i1s important that fallow and
abandoned agricultural lands are eligible

where that i1s appropriate. And i1t"s equally
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important that residues from agriculture and
forestry are eligible where they are
appropriate.

Residues 1ncluding residues from
Title 1 crops for instance should be
considered a separate eligible crops for
collection, harvest, storage assistance
grants.

In subsection (C)(2)(b)(6), the
Secretary is directed to consider the impact
on soil, water and related resources when
selecting projects. The importance of this
provision cannot be overstated. The final
rule should favor projects that enhance water
sheds, preserve soils, promote biodiversity,
and utilize appropriate feedstocks and
sustainable management practices.

As for nonindustrial private
forest land we recommend that priority be
given to those projects that emphasize
management for a full suite of environmental

goods and services, including biodiversity,
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wildlife habitat, and watershed function.

We would especially discourage
funding projects under this program that
convert these nonindustrial private forests to
woody plantations, monocultures, or
agricultural crops.

1*"d also like to comment a little
bit about Section 9012, the forest biomass for
energy program. This is an incredibly
important program. Because we all know that
woody biomass is an abundant, valuable and
available feedstock. However, there are many
barriers to harvesting and using this woody
biomass In a way that is both sustainable and
cost effective.

The Section 9012 program will
provide much needed funding to researchers and
innovators helping to develop technology,
processes and methodologies to improve the
efficiency, effectiveness, and sustainability
of this resource.

In considering applicants for this
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program we hope that priority will be given to
those projects that seek to improve best
management practices; minimize negative
environmental impacts; and find ways to
utilize woody biomass that will complement a
wide range of forest stewardship objectives,
including habitat management, timber stand
improvement, hazardous fuels reduction,
biodiversity and others.

We also hope that priority is
given to projects that seek to understand the
economics of forest biomass, and improve the
cost effectiveness of using logging residues.
In an ongoing series of discussions the ESI
has held with stakeholders we have
consistently found that poor economics is the
primary barrier to the use of such forest
biomass In most regions of the country. This
IS one area where additional research dollars
could be especially effective.

Finally 1°d like to make a few

comments about the Section 9013 community wood
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energy program. This Is another program that
ES1 1s very excited about. While providing
funding for communities to do feedstock
assessments, draft community wood energy
plans, and install community wood energy
systems, this program focuses resources on
some of the most important aspects of
environmental sustainability: small-scale
projects; full assessments; and a strong
community focus.

This program has a lot of
potential, and I would encourage i1t to be
implemented and ramped up as quickly and as
robustly as possible.

Finally a couple of specific
suggestions for this program. Community wood
energy plans include an assessment of
available feedstocks. It i1s important that
availability is understood to mean much more
than a simple forest inventory. The
availability of woody biomass is dependent on

infrastructure, geography, environmental
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considerations, and the willingness of forest
owners to harvest and sell their material.

I would recommend the coordinated
resource offering protocol, CROP, as an
example of one tool that can be used to do
feedstock availability assessment that takes
all of these factors into account.

I would also suggest that full
consideration be given to woody biomass
resources, other than those from forestry -
urban wood residues, mill waste, industrial
residues, et cetera.

The community wood plan also
includes an assessment of the long-term
feasibility of supplying and operating a
community wood energy system. It is essential
that this assessment include the full suite of
environmental considerations, including how
woody biomass use will affect forest health,
biodiversity, wildlife habitat, and watershed
functioning in the community.

Subsection (B)(2)) directs the
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Secretary to consider other conservation and
environmental criteria In selecting projects.
Specifically we feel that priority should be
given to those projects that will help achieve
forest stewardship objectives, such as timber
stand improvement or hazardous fuels
reduction.

In addition ESI wants to recommend
the consideration also be given to the
greenhouse gas and climate change
ramifications of each project, giving priority
to projects that replace coal and oil over
those that replace natural gas.

Similarly, the end use of residues
that would not otherwise be used should be
considered, because residues that end up iIn
landfills or getting burned in wildfires or in
open burns also reduce - release methane and
carbon dioxide and other greenhouse gases.

Thank you again for allowing us
the opportunity to make these comments, and we

look forward to the rulemaking for the entire
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title.

MODERATOR ORTIZ: Thank you. That
Is our last speaker, and that closes out
Section 9011.

And 1 will turn the meeting back
over to Under Secretary Dorr.

CLOSING REMARKS - UNDER SECRETARY DORR

MR. DORR: Thank you, Febe. And
thank you to all of you who have taken the
time out of your schedule today to make these
presentations.

I would make the observation that
we are actually much ahead of schedule, and iIn
discussion with a number of my colleagues, we
have decided that i1t there are any of you iIn
the audience who would care to make a comment
or two, we would encourage you to come up
front. We would like to do it from this
podium, since we are recording and taping
these comments so that we may work them
through our system.

But 1f there is anyone who would
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like to come up and make an observation or
comment, | would encourage you to do soO now.
Is there anyone who is interested in doing
that?

It appears not, but if you have -
I am going to take a couple of minutes, so If
you have a second thought, 1°d encourage you
to do i1t.

I would also like to turn to our
panelists, again thanking them for spending
all the time they have today, and also ask if
they have any observations they may care to
share briefly with the audience that is still
here.

Floyd, come on up here.

MR. GAIBLER: Okay. Thank you,
Tom. 1 just wanted to make one comment today
with respect to BiCAP, because 1 had noted
several speakers had raised concerns with
respect to the funding with this program. And
I jJust wanted to correct here for the record

that in the case of the BiCAP program, the
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statute requires such sums as necessary. This
Is mandatory funding from the Commodity Credit
Corporation. So this iIs not a project or a
program that does lack funding.

The other point I would make on
this particular program is that like some of
these other programs, they do not have
expedited rulemaking authority, so we will
have to issue a proposed rule. And in this
particular program we are going to have to do
some environmental impact analysis, which will
have to be i1ncorporated into that rulemaking.

So this, without the expedited
rulemaking i1t will take time. But this is a
new program, so we are going to have to put
this together very carefully.

MR. DORR: Thank you. That is an
Issue that had come up repeatedly. Are there
any other comments? Joe or Gary or Robb?

IT not, 1 learned a long time ago
that at the end of a long arduous day the last

thing you want to do is stand between your
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audience and their 5:00 o"clock toddy or the
end of the day or the exit or whatever the
case might be.

But let me assure you that this
has been a very helpful series of discussions
for us. Your contributions are remarkably
insightful, In the sense that although I think
we had thought about a number of them, what
you have done, and the ones, and the
presentations that 1 have heard, and the
discussion I°"ve heard today, you®ve expanded
on them in a way which I think gives us
greater insight.

I want to remind you that - and
for any of those who are perhaps listening iIn
on this as well - that we are keeping the file
open for another 15 days. We will be
receiving comments for another 15 days before
we begin to then hunker down and do the hard
work, the arduous work, of developing all the
rules and the regs and the proposed rules and

everything else that we need to do to comport
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with rolling out the program.

I think 1t"s important to know,
however, that the secretary has made it very
clear that although this is coming to the end
of an administration, that he has no intent
that we slow walk this. And so there i1s going
to be every effort made to aggressively work
these through the process In ways that comport
with the intent of Congress as well as those
of our constituents as we simultaneously
approach trying to do a good job.

And I have a couple of other very
quick observations, and that i1s the following.
It 1s clear to me that as we have evolved
through the development of these programs, and
these iInsights into renewable energy,
particularly biobased renewable energy, that
we have made a remarkable amount of progress
over the last several years, and that this
industry is largely, at least In retrospect to
where we were in 2002, much further down the

commercialization trail than we were In 2002.

Page 310



bertina.adams
Rectangle

bertina.adams
Rectangle

bertina.adams
Rectangle


© 0 N oo o b~ w N P

(Y
(@)

11
12
13
14
15
16
17
18
19
20
21
22

This 1s much broader than trying to embark on
a basic research strategy.

There are clearly developmental
and precommercialization issues that have to
be dealt with. But I think It"s important
that we all recognize that this industry is
clearly becoming one that has technologies
that in and of themselves make 1t competitive
in the long run, but that we have to obviously
work our way through this what we all call and
know as the valley of death.

I also think that in doing this
that i1t"s important to remember that the goal
at least from my standpoint, i1s that we make
these decisions based on economics and
scientific fact, as opposed to anecdotal,
subjective, or perhaps just general anecdotes
that perhaps don"t reflect the state of the
industry and where we"re at.

And 1 think that"s important to
remember. Because as | have said repeatedly,

the extraordinary nature of this country 1is
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the fact that we do have a constitution that
Is based on rule of law; that i1s based on
contracts; and it is based on legal
obligations that we can enforce. And i1f we
adhere to that we will do things that are
constructive both for the environment and
ultimately for the development of alternative
energy resource.

So with that, I would again like
to thank all of you for taking the time out of
your schedules to join us. 1 sincerely hope
that we have met your expectations to some
extent or another. We look forward to your
further comments.

And clearly, do not hesitate to
contact any of these folks i1f you feel that
there are things that we are not
understanding, or that we need additional
insight into.

So again, thank you very much,
have a safe day home, and we look forward to

working with you all in the future.
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Page 313
(Applause.)

MODERATOR ORTIZ: This concludes
the session.

(Whereupon, at 2:52 p.m. the
proceeding in the above-entitled matter was

adjourned.)
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209:17 210:12
213:1 277:15,19
285:19

9006 141:18,19
227:5,18 233:8

9007 6:3 30:19
205:11 213:3,6
228:15 229:20
232:17,19,22
241:8 245:12
246:14 256:13
259:5

9007(b) 257:4

9008 52:5,10 287:12

90096:12 31:1
251:16 258:5,17
259:7,10 266:2

90116:1516:20
74:20 110:10
206:16 209:17
211:8 229:3 241:8
248:6 259:14
266:4,8 278:9
284:18 285:21
306:4

9012 6:22 153:7
301:8,16

90136:23 31:1
302:22

91,000 270:19

911298:6

924:22

994:24
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Energy Projects In And
Around Tyonek Native
Corporation Lands

Tyonek Native Corporation

e 1689 C Street, Suite 201

Anchorage, Alaska 99501

September 2008



Alaska Land Ownership
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South Central Alaska- Cook Inlet

e

1§




Cook Inlet / South Central Alaska




Tyonek Native Corporation Lands

Former Dena’ina reservation.
Only Athabascan whaling community.

Under 71 ANCSA, subsurface to Regional
Corporation, lands to Village Corporation.

Gated community of 197 residents.

45,000 acres around Tyonek.

Off road system, living costs high.

Gas fields depleted that supply urban energy.
Energy alternatives impact Tyonek.



Tyonek Area Lands Activity
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West Cook Inlet
Energy Projects

Chuitna Coal

Coal to Liquid & Power Generation
Chakachamna Hydropower

Mt. Spurr Geothermal Power

TOTAL (millions)

600
12,000
1,750
3.000

$ 17,350



Chuitna Coal

Second-largest coal strip mine in USA?
Infrastructure permit application is submitted.
NVT/TNC contracts start 2010 under MOU.
Potential easements across TNC lands.
180-man camp at mine.

10,000-foot conveyor across TNC lands to
ship load dock.

Planned 25-year mine life.
$600M capital investment.



m Coal to Liquid

Coal gasification/liquid fuels

1,000 acre NFF Port Site

80,000bpd F-T fuel for ready markets
400 MW of waste heat power generation
CO2 sequestration w/EOR

$ 12 Billion Project

— 5,000 Construction workers for 5 years
500 Operation staff

Will need a camp or facility base



80,000 bbl/d Coal To Liquids “Beluga CTL Plant”
(Mine Mouth or Tide Water)

LMU 1
Mining Limit Beluga Power

'/ = Plant\
B iF

Chuitna Grou
Coal Leése Aria F_T Pla nt
at Beluga

j Coal Transport
Conveyor

N

North Foreland
Industrial Development
Area

Fairbanks
L ]

F-T Plant at
Tide Water



Chakachamna Hydropower

300 MW Power for Railbelt

$.05 per KW hour (estimated)

3-5 years for studies, permitting

5 years construction, complete 2018

$2 Billion project

40 miles from Tyonek

Promise to use TNC whenever possible
2,000 Construction workers

20+ Operations staff



Mt. Spurr Geothermal Power

Bid opening 10 September 2008.
Two experienced bidders expected.
Geothermal exploration in 2009.
150 MW power for railbelt grid.

400 MW for aluminum production with plant
on TNC land.

5-8 years for project completion.
$ 3 Billion project.

$.02 per KW hour (estimated)
3,000 Construction workers

300 Operation staff



NG

West Cook Inlet

Population Projections

14,000

12,000

10,000

8,000

Construction

6,000

4,000

2,000

2007 2008

Residents

Operations

2008 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020



N . Tyonek Land Planning Projects

e

New Community - ‘Nakacheba’ 150

Conservation Easement of approx 3,000 acres 20

1000-acre Industrial Site -0-
North Foreland Port & Facilities -0-
West Susitna Road Access 100
Fast Ferry 100
Au Port & Community Development 500

TOTAL (millions) $ 870
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Questions or Comments?

Geri Simon
General Counsel & CAO
Tyonek Native Corporation
1689 C Street, Suite 219
Anchorage, Alaska 99501

gsimon@tyonek.com

www.tyonek.com

1 (907) 272-0707



ABENGOA BIOENERGY

Abengoa Bioenergy Hybrid of Kansas
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USDA TITLE IX Energy Public Meeting
September 4, 2008

Science. Solutions. Service.



ABENGOA BIOENERGY Abengoa Overview

4 ™
Abengoa is a technology company that applies innovative solutions for sustainable development in

infrastructure, environmental and energy sectors. It is present in over 70 countries where it
operates through its five Business Units: Solar, Bioenergy, Environmental Services, Information
kTechnology, and Industrial Engineering and Construction.

J

Industrial Engineering & Construction Environmental Services

With engineering...

we build and operate conventional
and renewable energy power plants,
power transmission systems, and
industrial infrastructures

With waste ...

we produce new materials
through recycling, and we treat
and desalinate water

Bioenergy Solar

With biomass ... [ | ¥{\a

we produce ecological i
biofuels and animal | 8|
feed |

With the sun ...
| we produce thermoelectric
_. and photovoltaic electric

prea : L ol energy
Innovative Solutions for
Sustainability

Information Technology Focus Abengoa

With social and cultural policies ...
we contribute to economic progress
and the conservation of the
environment in communities where
Abengoa is present

With information technologies ...
we manage business and
operational processes in a secure
and efficient way

Science. Solutions. Service.



ABENGOA BIOENERGY Abengoa Bioenergy Overview

r
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Leader in new ethanol technologies

= $480 MM committed to new ethanol technologies, such as lignocellulosic
biomass, over the next four years

= U.S. Department of Energy ($113.7 MM) and European Union ($43.5 M)
research grants

» Improve current conversion technologies
= Develop biomass-to-ethanol technologies
= Demonstration programs for ethanol end uses

Technology innovator and provider to third parties

#1 ethanol producer in Europe: 142 MG actual capacity + 192 MG under construction in 2008

#5 ethanol producer in US: 198 MG actual capacity + 176 MG under construction in 2008

142 MIG marketed ethanol in EU, 198 MG in US and an additional 100 MG to third parties

EU: Grain purchases = 43.3 MBu / DGS marketed = 0.5 Mt
US: Grain purchases = 39.0 MBu / DGS marketed =0.3 Mt

Customer network: Major oil companies in EU and US: Total, Cepsa, Repsol-YPF, Agip,

Shell, Chevron-Texaco, Suncor, Valero, Apex Oil, BP, Exxon, Conoco, Preem, Lyondell,
Marathon, Sabic

Science. Solutions. Service. 3



ABENGOA BIOENERGY The Global Ethanol Company

Prod: production capacity
Cons: capacity under construction today

Cartagena Corun - | \ na Laca, FR Rotterdam | [ E“rePe - Million Galfy
4; I\/TI?/IeG\? 5; I\leI\/TGY 5333M'3|GC$ 6a6c?\;IMGY 1(;6eMI\;GY 2007 2008 2009 2010
) : ) ) . Prod: 142 142 208 334
Since 1999 Since 2001 Since 2006 Since 2007 Construction

Cons: 66 192 126

=

v % ; i - .‘I. ‘ -
: 'illll ﬁ R

=

York, NE Colwich, KS Portales, NM -
25 MMGY 55 MMGY 30 MMGY
Since 1994  Since 1984 Since 1997

Py | T Bt

AN

Dedini, SP

Ravenna, NE Evansville, IN Granite City, IL USA - Million Gal/y gi/zc?;/(}lm
88 MMGY  88MMGY 88 MMGY 2007 2008 2009 2010
Prod: 198 198 198 374

Since 2007 Construction Construction
Cons: 88 176 176

Science. Solutions. Service.



ABENGOA BIOENERGY Abengoa Bioenergy R&D

Abengoa Bioenergy carries out its R&D through its subsidiary company ABNT.
More than 50 investigators in Europe and US working in R&D
Use partnerships, JV's and shareholder equity to identify and
develop production technologies and new price competitive applications

Develop and
commercialize

price competitive
biomass technology

Increase co-products

value and develop
new co-products

Strategic Plan

Improve current
dry mill
technology

Develop final use
programs

Promote
development

of energy crops

Science. Solutions. Service. >



ABENGOA BIOENERGY Abengoa Bioenergy DOE Biomass

>

>

Abengoa Bioenergy's Biomass Project main features:

>
>

» US Government goal of making cellulosic ethanol cost-
competitive with gasoline by 2012

» Cellulosic ethanol saves even more net energy and results in
lower greenhouse emissions than traditional corn-based ethanol

Abengoa Bioenergy's partnership with the US Department of Energy (DOE) started in 2003 to
develop the technology for Advanced Biorefining of Distillers Grain and Corn Stover Blends.

Following their partnership in developing new biomass-based production technologies, US DOE has
recently awarded Abengoa Bioenergy with $76 MM for the construction of the first of a kind
commercial facility to produce ethanol from lignocellulosic biomass.

$500 MM total investment
Hybrid Concept:

- 12 MGPY of Cellulosic Biofuel based on enzymatic hydrolysis
technology

- 88 MGPY of Advanced Biofuel based on starch technology

Biomass gasification energy used in the process =% improves
the life cycle

Start-up of operations in 2011

Science. Solutions. Service.



ABENGOA BIOENERGY

Abengoa Bioenergy Hybrid of Kansas (ABHK)

w Py ™ NG Ky &
"% il ; g ! -#.; | A

ABENGOA

i | R ) A5 PN
+ ' Tt b : b . BIOENERGY

Science. Solutions. Service.



ABENGOA BIOENERGY ABHK Overview

Abengoa Bioenergy Hybrid of Kansas

> First commercial facility of Abengoa Bioenergy’s Cellulosic Ethanol technology

> A $500 million plus project, supported by a $76 million grant from the Department of
Energy plus an equity commitment from Abengoa Bioenergy

> Project start of construction, 2nd Half of 2009, operation by 2011

> Project Engineering and Development ongoing since 2007, over $20 million spent to date
with a staff in excess of 150 individuals (direct and contract)

» Hugoton Kansas site selected for project based on local attributes:
»  Local Grain and Feed market
»  Significant supply of biomass
»  State and local support for the project

> Key first project in the successful growth of Abengoa’s Cellulosic Ethanol Business and
the Nation’s Cellulosic Ethanol Industry

Science. Solutions. Service.



ABENGOA BIOENERGY ABHK Capacity
( ABBK Biomass Plant )
154,000 dry tons of biomass ™% 12 MMgy Cellulosic Ethanol

245,000 dry tons of biomass ==  Synthesis Gas to replace Natural Gas
ABSWK Cereal Plant
\_ 32 million bushels of grain m==) 88 MMgy Ethanol )
Abengoa Bioenergy Hybrid of Kansas (ABHK)
[ ABSWK Cereal Plant | [ ABBK Biomass Plant |
L (88 MMgy) ) (12 MMgy) )
Gasifier
'I.L
;ﬁ > < — —
Grain Syngas | | Syngas Biomass

5 £

Ethanol Animal Feed

Biomass

8 &

Ethanol Animal Feed

Science. Solutions. Service.



ABENGOA BIOENERGY USDA Title IX Energy

Cellulosic Ethanol Challenges

> Cellulosic Ethanol today is entering a commercial demonstration phase but is still not cost
competitive with 15t generation biofuel technologies.

> There is a higher level of risk associated with Cellulosic Ethanol technologies that can be
significantly reduced after completion of the demonstration phase.

> The development of a sustainable and significant supply of biomass is required for
Cellulosic Ethanol to become commercially viable.

> Key component of the creation of a sustainable cellulosic ethanol industry is getting
through the demonstration phase, the first wave of commercial facilities.

> With higher levels of risk and cost, Cellulosic Ethanol technology may struggle to attract
investment and financing.

Science. Solutions. Service. 10



ABENGOA BIOENERGY USDA Title IX Energy

Section 9003, Biorefinery Assistance

» Loan Guarantee Program could allow for more favorable financing terms, such as a
higher debt to equity ratio, lower interest rate, and longer principal repayment period

» Guarantee would insure a high subscription rate to the loan syndication

> Potential for significant improvement in securing necessary loans at attractive rates for
this project, insuring overall viability, and ultimately leading to project construction

> How to maximize program effectiveness:
> Availability in early 2009
» Loan guarantee level of 100% OR
> Allow stripping of guarantee debt from non-guarantee debt
>

Prioritize awards for projects with highest probably of success, both technically and
financially

Science. Solutions. Service. R



ABENGOA BIOENERGY USDA Title IX Energy

Section 9011, Biomass Crop Assistance Program

> Need for a long term supply of reliable biomass critical for investing and financing, BCAP
has potential increase likelihood of success

> BCAP could assist in starting facility residues and converting to dedicated energy crops.

» How to maximize program effectiveness:
» Include the cost of preparing land in establishment costs for perennial crops
» Allow for an early commitment by USDA for assistance, prior to biomass production
> Allow for third parties performing collection, harvest, storage, and transportation to
qualify for support under section (d)

Science. Solutions. Service. 12
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2008 Jet Fuel Expense' Will Break 2007 Record

Expense (Excl. Taxes and Into-Plane Fees) Could Exceed $61B on 18B Gallons

1 Expense ($ Billions)

—+— Consumption (Billion Gals.)

1. U.S. passenger and cargo airlines
2. Based on $75K to employ one FTE
3. Based on approx. $70M per aircraft

$20B equivalent to 267,000 Airline Jobs? ’

/

$61.2

$41.2
1 $38.5
$33.1
$22.7
1 $15.5 _ ™ _ _
$1é§ $1§ 0 * :/" - v S —
: $12.8
I I I
2000 2001 2002 2003 2004 2005 2006 2007 2008F

($0.81)  ($0.78)  ($0.71) ($0.85) ($1.16) ($1.66) ($1.97) ($2.10)  ($3.40)

Note: Value in parentheses below year is average price paid per gallon excluding taxes, into-plane fees, pipeline tariffs and hedging costs
Sources: ATA, Energy Information Administration, Department of Transportation



Soaring Fuel Prices Forcing Industry Contraction
Reduction in Domestic Route Frequency and Seating Capacity Reverses 2007 Trend
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I Flights (2.3) (1.6) (5.2) (9.1)
W Seats (1.0) (1.3) (4.6) (8.5)
B ASMs* (0.1) (1.3) (5.5) (10.3)

* An available seat mile (ASM) is one seat flown one mile and is the standard unit of capacity in the passenger airline sector
Source: ATA analysis of Seabury APGDat airline schedules as of Aug. 15, 2008




Dozens of U.S. Airports Have Lost or Will Lose Scheduled
Service by at Least One U.S. Airline by the End of 2008
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Soaring Fuel Prices Taking Heavy Toll on Airline Workers
U.S. Passenger Airline Jobs Will Fall Below 400,000 Before 2009

Thousands of Full-Time Equivalents (FTEs)
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http://www.bts.gov/programs/airline_information/number_of_employees/

U.S. Dollar (USD) Equivalents per Barrel

U.S. Airlines Paying Transatlantic Premium for Jet Fuel
USD-Euro Exchange Rate Has Boosted Fuel Price Differential to 45-60%

180

160

140

120

100

80

60

40

20

— USD Jet Fuel Spot Price
— Euro Jet Fuel Spot Price

Sources: Energy Information Administration (NYH/USGC/LA) and http://www.oanda.com/convert/fxhistory
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Commercial Aviation —
A Lead Customer for
USDA Renewable Fuels

Presented to: USDA Rural Development — Public Meeting on Farm
Bill Renewable Energy Provisions
Washington, D.C.

By: Richard L. Altman
Executive Director,

Commercial Aviation Alternative Fuels Initiative
(CAAFI)

DEICK 4 September 2008



USDA / Commercial Aviation Opportunity In Farm Bill

“give equal consideration to projects
....that would perform innovative and
beneficial research and commercial
development of renewable aviation
fuels’.....

.....Manager’s language Title 9, FY09’ USDA
Authorization



Aviation’s Unique Strength as Renewable Fuel Customer

Aviation is dependent on Hydrocarbon based liquid fuels

Concentrated Airport Distribution allows rapid deployment
(80% of fuel to 35 locations)

Single regulatory framework creates a global market (not
50 different states)

Accelerated Safety certification efforts targets —
- Fischer Tropsch Biomass blend approvals by yearend
- Hydrotreated Renewable Jet (HRJ) blend approvals by 2010

Globally accepted air quality models implemented via
FAA/MIT environmental Center of Excellence

Aviation systems engineering experience in R&D

Small group of key evaluators / implementers
drives rapid consensus via CAAFI Coalition



Aviation Focused on Secs. 9003, 9005 Response

CAAFI Candidate Tasks:

* Production Scale up for Engine certification of
pure Hydrotreated Renewable Jet (HRJ) (sec. 9003)

* Optimize Biomass & Coal Blend Co-Production
Techniques (sec. 9005)

* Optimize Distribution and Use of Sustainable
Biofuels in Aviation (sec 9005)

* Production Scenario Analysis for Aviation
System Planning (sec 9005)

* Optimize Indirect Land Use algorithims in “Well
to Wake” Analysis (sec 9005)



Sec. 9003 Focus — Pilot plants for 100% Certification
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CAAFI /AFRL Sustainable Biofuel Advisory Group 9/08

Mission

..... Develop and communicate common roadmaps that enable
aviation customers and funding sources to expedite development
and deployment....start with Hydrotreated Renewable Jet fuels
having quantities in place for multi-FFP tests at USAF Labs

Participants Targeted

- USAF (co-chair)

CAAFI (co-chair)

Aircraft Manufacturers (Boeing, GE, P&W)

Bio-fuels lead companies (UOP, GE, Tyson’s, U NDak, Neste)

FAA, NASA, EERE, USDA, DOD (DARPA)
Participation of all Bio Fuel Companies attending (>16 entities)

9/09 Meeting/Workshop Goals

- Familiarize Aviation Producers with USDA Program targets
- Formalize R&D / Aviation Certification / Deployment plans
- Form basis for joining/aligning with USDA/EERE BRDI




Commercial Aviation Renewable Fuel Opportunity

..... Compelling Supply
Requirement

.... Organized and Focused
on Early Certification /
Deployment

. Favorable Distribution
Model / Environmental
LCA focus

. Implementation aligning
with Farm Bill Sec.
9003, 9005 Provisions

Supporting USDA Producers Via the CAAFI Coalition !

Photos complements the Boeing Company




Synthetic Fuel FT Bio-Blend Process Workshop 09/08

Mission

All project are substantiated as carbon positive and biomass
blends are proven to meet both environmental and economic
gains...... Airlines are a customer of choice for bio blend Syn fuel
producers and > 50% supply of aviation fuel is achieved.....

Participants Targeted

- CAAFI (chair)

Aircraft Manufacturers (Boeing, GE, P&W, Airbus)

XTL lead companies (Rentech, Baard, ACCF, Sasol, Shell)
FAA, NETL, USAF, DOC, DOD (DLA)

Princeton / Noblis (detailed economics for Bio Blends
Participation of all XTL Companies attending (>10 entities)

9/09 Meeting/Workshop Goals

- Formalize Roadmaps to Optimize Deployment to Aviation

- Focus on Biomass feedstock transport/gasification technology,
end product transport and blending, optimized economics

- Form basis for joining/aligning with USDA/EERE BRDI
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7 Show Me fnergy Creatmlg Economic
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* VISION STATEMENT

Show Me Energy Cooperative has as
its guiding vision a commitment to
establish an innovative, profitable,
leading model for production of
biomass based fuels which may be
replicated across the country 6}:{ small
producer owned cooperatives that will
provide a positive economic impact on
the regions whevre they are located.



Energy Crops Utilized
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What is Bio [SS?

* Biomass vefers to living and recently dead
biological material that can be used as fuel
or for industrial production. Most
commonly, biomass refers to plant matter

grown for use as BioFuels.

SMEC will use crop residues such as native
and grass hay, corn stalks, Milo and soybean
stubble, cereal straw (wheat, oats), and seed
tailings, as well as industrial biomass sources

such as saw dust, paper fluff, tea and coffee

grounds.
© SMEC Members harvest (bale) cellulose from
perennial C4 plants.



Transportation of Biomass




)/

= Pellet Mills, at SMEC

-




Eriergy

Biomass
Pellets




MeErerygy
artnershiip with Aquila
— Siblevy, MO
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® For each ton of biomass co-fired, Aquila will avoid
emitting:
® -1.69 tons of CO2
° -145.82 ounces of Mercury
* SOX and NOX benefits to be determined
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PBenefits to theStute of
MIssour i

® Farmers’ Income '
* Increase Value Added Income Per Acre p\\ \ P
-

® Rural Community Development =

* Job Creation - Green Collar Jobs

® Renewable Energy Use through Utility Companies
® Urban and Rural Utilities Benefit

® Cleaner Water with Renewable Energy Crop Growth

® Energy Production Without Effecting the Feedstock
Supply for Animals or Humans



MoOosAIC FEDERAL AFFAIRS LLD

LUUNITED STATES DEPARTMENT OF
AGRICULTURE
RURAL BUSINESS-COOPERATIVE
SERVICE
PuBLIC MEETING
IMPLEMENTATION OF TITLE IX,
ENERGY AUTHORITIES
FOoOOD, OCONSERVATION AND ENERGY
ACT OF 2008

September 4, 2008

MOSAIC EBIEEEETE BARCLAY

FEDERAL AFFAIRS, LLC



SECTION 9003, BIOREFINERY ASSISTANCE

Provides loan guarantees to fund the development,
construction, and retrofitting of commercial-scale
biorefineries and grants to assist in paying the
cost of the development and construction of
demonstration-scale biorefineries.

Federal Biorefinery Assistance in New York and the
Northeast has been negligible.

1. Ensure Regional Parity for New York and L 6
Northeastern Woody Biomass Feedstocks \

MOSAIC ‘Hiscock ST

FEDERAL AFFAIRS, LLC



MOSA

FEDERAL AFFAIRS, LLC

LYONSDALE BIOMASS




SECTION 9003, BIOREFINERY ASSISTANCE

Open Loop Woody Biomass is plentiful

1.  Nationally, woody biomass can provide
368 million dry tons/year
2. Nationally, growth rates exceed removal

rates by almost 50% (net annual growth
on almost 500 million acres of U.S.
timberland)

3.  In north-central states, growth exceeds
removals by 95%

4.  Ratio is even greater in the northeast
states, where growth exceeds removals
by 125%

5. New York State has over 15.6 million
acres with over 750 million tons of
standing woody biomass

6. In NY, growth exceeds removals by
more than 300%

MOSAIC ‘Hiscock RN TII

FEDERAL AFFAIRS, LLC




SECTION 9004, REPOWERING ASSISTANCE

Provides for payments to be made to
biorefineries in existence at time of
enactment of the Act to replace fossil
fuels used to produce heat or power to
operate the biorefineries with renewable
biomass.

1.  Clearly favors food and feed-
based Ethanol plants

2. Bars new cellulosic/hemi-
cellulosic Woody Biomass
applications at forest products
industry sites.

3. Might conflict with existing
Production Tax Credit guidelines

4. Not a re-powering incentive, just
another corporate agriculture
subsidy.

MOSAIC

FEDERAL AFFAIRS, LLC




SECTION 9005, BIOENERGY PROGRAM FOR
ADVANCED BIOFUELS

Provides for payments to be made to eligible producers to support and ensure an
expanding production of advanced biofuels.

1.  Ensure parity for thermochemical and biochemical technologies

2. Ensure parity for Advanced Hydro-Carbon and Alcohol Next

Generation Liquid Transportation Fuels

3.  Ensure Regional Parity for New York and Northeastern Next
Generation Liquid Transportation Fuels

4. Ensure USDA-helps facilities sited closest to consumer demand.

MOSAIC ‘Hiscock ST

FEDERAL AFFAIRS, LLC



SECTION 9007, RURAL ENERGY FOR AMERICA
PROGRAM

Expands and renames the program formerly
referred to as the Renewable Energy
Systems and Energy Efficiency
Improvements Program.

1.  Audit/Assessment Program-Ensure
regional parity to guarantee diverse
feedstock focus including closed
and open-loop woody biomass.
Deploy resources to consortia such
as Northeast States Research
Cooperative or the SUNY-ESF

“Circuit Rider” program.

2. Feasibility studies- Ensure regional
parity and focus resources on
distributive combined heat and
power including rural municipal
heating districts in New York and
the Northeast.

MOSAIC ‘Hiscock ST

FEDERAL AFFAIRS, LLC




SECTION 9007, RURAL ENERGY FOR
AMERICA PROGRAM

3. Previous Section 9006 matters-Biomass
Utilization Grants

a. a. Unilaterally focused on
western forests

i. Clearly excludes New
York and the

Northeastern forests

b. b. MSA-designation exclusion
hurts the Northeast

c. c. Overly fixated on federal vice
public lands.

MOSAIC ‘Hiscock ST
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SEcTION 9011, BIoMASS CROP ASSISTANCE
PROGRAM (BCAP)

Provides support to the establishment and
production of crops for conversion to
bio-energy in project areas and to assist
with collection, harvest, storage, and
transportation of eligible material for
use in a biomass conversion facility.

1.  Ensure regional parity for short
rotation woody biomass closed
loop energy crops.

a.  Shrub willow biomass is a
proven closed loop
biomass energy crop




SEcTION 901 1, BIOMASS OCROP ASSISTANCE

PrROGRAM (BCAP)

commercial demonstration in New York in

2. Allied with cooperative growers, Catalyst :
Renewables planted 600-acres of shrub willow in w

2008.

a.  Catalyst’s strategic goal is 24,000 New
York acres by 2012

b. Transition from University research to
farm-based operations to influence
operational adaptation by farmers

c.  Used private dollars (50%) and federal
appropriations/New York State funding

assistance (50%)

MOSAIC

FEDERAL AFFAIRS, LLC




SEcTION 9011, BIoOMASS CROP ASSISTANCE
PROGRAM (BCAP)

d. FY 2009 follow-on appropriation
supported by four New York
Congressmen,/Congresswomen

e. Operational program still must prove
itself.

f.  Validation requires formalized, reliable
funding assistance mechanisms.

MOSAIC Hiscock SCEIIY
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SEcTION 9011, BIoMASS CROP ASSISTANCE
PROGRAM (BCAP)

3. BCAP cannot end up the
same bureaucratic “drill” of
the Conservation Reserve
and Conservation Reserve
(Enhanced) Programs.

4. BCAP should be the means to
assist funding for the
transition of under-utilized,
non-food farmland into
productive, suitable woody
biomass energy cropland
wherever feasible.

MOSAIC

FEDERAL AFFAIRS,



SECTION 9012, FOREST BIOMASS FOR ENERGY

The Forest Service is authorized to conduct a competitive
research and development program to use forest
biomass for energy.

1. Ensure regional parity for New York and
Northeastern woody biomass projects.

a. Integrated production of energy from
forest biomass is ready for commercial
demonstration in New York and the

Northeast at The Biorefinery in New
York.

b.  Manufacture of new transportation
fuels from forest biomass is ready for
commercial demonstration in New

York and the Northeast.




SECTION 9012, FOREST BIOMASS FOR ENERGY

2. At the Lyonsdale Biomass
20Mwe/15,000pph thermal CHP
plant in New York.

a.  NYSDEC cites the
surrounding Lyonsdale wood-
basket as, “the healthiest, best
managed forestland in New

York State.”

i.  Lyonsdale Biomass
employs a NYS RPS-
certified, sustainable
Forest Management

Plan.

MOSAIC

FEDERAL AFFAIRS, LLC



THANK YOU FOR YOUR INTEREST.

This Presentation
and the

Formal Submitted Written Comments

are
Posted on the Mosaic Federal Affairs
Website
FEDERAL AFFAIRS
Affiliated with
Michael Brower EBIEEEEIY BARELAY

Senior Federal Policy Director

: www.hiscockbarclay.com
www.mosaicllc.com


http://www.mosaicllc.com/
http://www.hiscockbarclay.com/

Expanding Rural Renewable
Energy Opportunities

Inviting a Dialogue with the Public on the New Authorities
of the Food, Conservation, and Energy Act of 2008

Presented by:
Craig Metz, Chief Executive Officer for EnSave, Inc.

September 4, 2008
Washington, DC

EnSave



Who is EnSave?

EnSave has provided energy efficiency services to
the agricultural sector throughout the United States
since 1991.

— Designing and implementing energy efficiency programs
for utilities, state energy offices, EPA, USDA and others

— One of EnSave’s core program offerings is farm energy
audits (over 1,500 completed for all types of farms)

EnSave



EnSave



Title IX — Energy, Section 9007 Language

“(b) Energy Audits And Renewable Energy
Development Assistance-

“(2) Eligible Entities — An eligible entity under this
subsection is-
“(A) unit of State, tribal, or local government;

“(B) a land-grant college or university or other institution
of higher education;

“(C) a rural electric cooperative or public power entity; and

“(D) any other similar entity, as determined by
the Secretary

EnSave



Suggested Language

EnSave respectfully requests the following
language be added to the list of eligible
entities:

“a corporation or rural small business
that has demonsftrated the ablility to
conduct agricultural energy audits”

EnSave



Why this iIs Important?

EnSave has developed an infrastructure to increase program
participation (especially in those states with low application rates).

EnSave has been serving America's agricultural energy needs
for over 17 years.

Entities such as EnSave would be able to conduct their work
without going through another layer of bureaucracy, thus ensuring
a more efficient process.

EnSave has shared its knowledge with several Agencies of the
USDA in regards to energy issues.

EnSave is the leading agricultural energy efficiency company
in the United States.

EnSave



Thank You

For questions, please contact me:

Craig Metz

Chief Executive Officer
EnSave, Inc.

(802) 434-1822

craigm@ensave.com

EnSave



Optimizing Sections 9007 and
9011 in the 2008 Farm Bill

USDA Public Hearing on Expanding Rural
Clean Energy Opportunities with the Food,
Conservation and Energy Security Act of
2008

Charles Kubert
Senior Environmental Business Specialist
Environmental Law & Policy Center

Environmental Law & Policy Center « www.farmenergy.org




About Environmental Law & Policy Center

Largest clean energy advocacy group in Midwest/Great
Plains

Active in design, passage and implementation of Energy
Title in 2002 and 2008 Farm Bills

Have built national ag energy network of producer
groups, rural development organizations, sustainable ag
advocates and others.

Close partnership with USDA in Section 9006 (REAP)
Implementation

Environmental Law & Policy Center « www.farmenergy.org




ELPC’s Close Partnership with USDA

AN AMERICAN SUCCESS STORY

THE FARM BILL'S CLEAN ENERGY PROGRAMS

NEW FARM INCOME

NATIONAL ENERGY SECURITY
RURAL ECONOMIC DEVELOPMENT
BETTER ENVIRONMENTAL QUALITY

Get

News

Success Stories
Farm Energy News
AgEnergy Newswire
Farm Bill Policy
Applications & Tools
Incentives

Grants & Loan Guarantee

State-Level USDA Contacts

About Clean Energy

aFuels

Geothemmal

Publications

Events

About FarmEnergy.org

Get

News

A Successful
New Energy
Independence
and Economic
Development
Program

Latest Farm Energy News

USDA Moves Fast On Farm Bill Energy Programs

In this update: USDA confirmed today that it will hold a public
| hearing next Thursday, September 4. USDA is fast-tracking two
Farm Bill clean energy programs. More details on REAP.

US D USDA Publishes Notice on Implementation of Farm Bill
Energy Programs
—

_ Here are details on plans from the United States Department of
Agriculture (USDA) to write the rules to implement new Farm Bill
clean energy programs. This process entails many decisions

which, in sum, will determine the overall success of the program. See, also, our
update on this process

W New Farm Blll Program Can Advance Energy Crops

The 2008 Farm Bill contained the groundbreaking Biomass Crop
i Assistance Program (BCAP). This program can spur a new
Gl climate-friendly and farmer-friendly energy source. BCAP,
implemented well, could make a major difference for our energy

future.

Hot off the AgEnergy Newswire

Potential biofuel crops thrive in North Dakota

=% A number of varieties of wheatgrasses and perennial grasses are
2 £ 4 being looked at as potential sources of biofuel in areas of
R'& e 1 southwestern North Dakota. According to the Farm and Ranch
W Guide, test plots at the Hettinger Research Extension Center are
showing that the plants can grow tall and lush, even through a season of tough
weather.

"Maybe switchgrass isn't going to work here," agronomist Eric Eriksmoen said. "But
there are other grasses that we can grow. And those will certainly work for cellulosic
ethanol."

U.8. Cattlemen's Association Supports Alternative Energy

In the midst of rising energy prices, the U.S. Cattlemen's
ced recently that it will support "bold,
3' e =

Environmental Law & Policy Center « www.farmenergy.org




Overview

Focus of remarks on implementation of:

Section 9007: Rural Energy for America Program (REAP)
*Funds energy technical assistance, feasibility studies, grants and
loan guarantees for rural clean energy projects
*Has funded 1,940 projects in all 50 states since 2003
*Funding increased from $36MM/year (FY08) to $250MM

(FY09-12)

Section 9011: Biomass Crop Assistance Program (BCAP)
*Funds pilot projects to grow, transport and utilize energy crops in
biomass conversion facilities
*No statutory funding cap

ELPC will submit written comments on these and other Energy

Title programs
Environmental Law & Policy Center « www.farmenergy.org




Rural Energy for America Program (9007)

Guiding Principles:

1) Identify opportunities to save/produce energy through

energy technical assistance
*Drive significant energy cost relief for farmers and rural
businesses

2) Improve quality of Section 9007 applications through
feasibility study support

3) Support projects of all sizes, technologies and markets
throughout the country

Environmental Law & Policy Center « www.farmenergy.org




Energy Technical Assistance-Recommendations

ETA services may include “in-field” energy assistance

* Grantees should deliver both direct audits and workshops/training

* Program should support rural businesses (not just agriculture) and
renewable energy (not just energy efficiency)

* Program should support multi-year grants to ensure local program
continuity and success

* Grant eligibility should extend to other non-profits with access to
qualified energy professionals (Section 9007, (b) (2) (B))

Environmental Law & Policy Center « www.farmenergy.org




Energy Technical Assistance-Recommendations

* Maximum grant awards: $250,000/year for single
entities, $500,000/year for collaboratives
* Total funding tops out at $2.8 MM/year (4%) in 2008

* Preference for states without existing ag energy
technical assistance programs

Environmental Law & Policy Center « www.farmenergy.org




Feasibility Studies- Recommendations

Good feasibility studies make for good projects (and derail
bad ones)

Statute calls for 10% of REAP funding set aside for
feasibility studies

* Consultants need to be independent of technology vendors,
appropriately credentialed

* Feasibility study grant should not affect eligibility for 9007 project
grant

* Applicant cost-share should be 50% (similar to VAPG)

Environmental Law & Policy Center « www.farmenergy.org



REAP Grants and Loan Guarantees

Large share of Section 9006 grant funding concentrated in
a few states

Cumulative Share of REAP Grants-
By State,2003-08

100%

% Share gg:;"
of Grant 40%‘:

Funds 20%
0%




REAP-Small Grants

REAP legislation requires 20% of funds set for
grants under $20,000

REAP Grants by Grant Size-2003-08

68:? —
Share of ‘5100/:

Grant 30%
Funds 20% 1

e =1 01K

Environmental Law & Policy Center « www.farmenergy.org



REAP-Small Grants

Reaching this goal will require program changes
: Energy Technical Assistance

S Expanded USDA outreach

Streamline and simplify applications.

Reduced emphasis on loan guarantees,
Increased emphasis on grant outreach.

Environmental Law & Policy Center « www.farmenergy.org




REAP-Loan Guarantees

USDA has placed increased emphasis on loan
guarantees since 2006
* Over 50% of funds set aside for loan guarantees
* Priority review of loan guarantee or “combo” applications

* Results fall short of USDA Expectations

* Small projects in certain states request loan guarantees to
boost chances

* Loan guarantees being “forced upon” applicants when
project doesn’t require one

* Overall demand for loan guarantees well below USDA set-
aside: FY08 $205 MM vs <$9MM in awards

Environmental Law & Policy Center « www.farmenergy.org




Biomass Crop Assistance Program

Important program for priming biomass supply chain

Addresses many challenges in biomass production and
utilization.

Guiding Principles:

6) Apply sustainability and rural economic development
criteria to energy crop production.

/) Provide safety net to farmers willing to transition to
energy crops.

8) Encourage visible working models for energy crop and
biomass production and utilization.

Environmental Law & Policy Center « www.farmenergy.org




BCAP- Project Selection Criteria

*Conservation/Environmental Criteria: Incorporate wildlife,
water quality and carbon sequestration measures.
*Seek input from NRCS, FWS.

*Native Plantings: Do not limit program to native plants.
*High-yield, non-invasive energy crops (miscanthus)
okay.

*Geographic and Project Size Diversity: Both should be
encouraged.

Environmental Law & Policy Center « www.farmenergy.org




BCARP- Other Issues

*Guarantee of BCF Purchase of Energy Crop: Purchase
contracts or letters of intent are adequate

*Establishment Cost Payments, Annual Payments and
Harvest/transport Payments: All should be independent of
one another

*Do not bias against small projects. Ramping scale up too
quickly may not be best approach. More smaller projects
iIncreases innovation. Allow efforts with multiple
approaches and technologies.

Environmental Law & Policy Center « www.farmenergy.org




For More Information. ..

* Please contact ELPC staff:
* Charles Kubert, Senior Environmental Business
Specialist
ckubert@elpc.org, 312-795-3716

* Andy Olsen, Senior Policy Advocate
aolsen@elpc.org, 608-442-6998

* John Moore, Senior Attorney
jmoore@elpc.org, 312-795-3706

Visit www.farmenergy.org for additional information.

Environmental Law & Policy Center « www.farmenergy.org




Mobile Biodiesel Processing in Alabama
“A biodiesel Classroom on Wheels”

Dr. Ernst Cebert
Alabama A&M University
Department of Natural Resources and Environmental Sciences

As interests in biofuels increase, it is essential that state policy makers ensure that producers
are well educated in the process of producing these fuels. The Environmental Protection Agency
and the Department of Transportation have specific quality standards for all biofuels produced in
the United States. Alabama A&M University, Department of Natural Resources and
Environmental Sciences and the Alabama Department of Agriculture and Industries have created
a ‘Biodiesel Classroom on Wheels’, which provides a mobile educational tool to citizens of
Alabama who are interested in the production of biodiesel.

The popularity of small scale biodiesel production
is due to the simplicity of the process, which requires
few inputs and minimum capital investment. The unit

can be taken to different locations around the state to

provide hands-on demonstration and training using

locally available feedstock (waste vegetable oil, canola

and other oilseed crops) and equipment from

BiodieselLogic™ of Albertville, Alabama.

Mobile Biodiesel Production Unit

The fully operational mobile biodiesel production system consists of: (1) BDL-55-SS, 84-
gallon Biodiesel Reactor with an internal 2250 watt heater; (2) Transfer/mixing pump; (3) 200
micron pre-filter; (4) A 15-gallon meth-oxide mixer & [y
methoxide injection system; (5) Control panel with temp
control & high temp limit; (6) Relief valve; (7) Methanol
recovery condenser; (8) Heavy duty stands with adjustable

locking caster; (9) One combo 110 gallon CS dry wash

Amberlite tank w/installed amberlite dry wash cell system;

State Senator Dr. Parker Griffith at the
final filter station; and (11) Storage tanks. The complete | unveiling of the unit on the campus of

Alabama A&M University, with Dr.
system is assembled on a 6°’x16° modified flatbed trailer | Cebert in the background.

(10) One biodiesel transfer pump w/installed 1-micron




The Mobile Classroom at Sparkman High for ease of transport to locations in Alabama and
School,'Harvest AL (Apr. 2008)

surrounding states.

The unit is part of the biofuel research project being
conducted by Dr. Ernst Cebert in the Department of
Natural Resources and Environmental Sciences, in

School of Agriculture at Alabama A&M University.

Widespread exposures to small-scale biodiesel have been
achieved by displaying the unit at state fairs, cooperative extension meetings and other
agricultural related events. The system has also been used as a tool to educate 4-H and FFA
youths in the school systems around the state of Alabama (see attached 2008 schedule).

During the fall-2007 Alabama State-fair season, the Biodiesel Classroom on Wheels was
unveiled at the Alabama Department of Agriculture and Industries’ Motor Pool facility in
Montgomery, Alabama. After its initial display in several 2007 Alabama state-fairs, the
Biodiesel Classroom on Wheels has been in great demand from schools, farmers, and industries.
Several industry groups have visited the unit at the Alabama A&M University, Winfred Thomas
Agricultural Research Station, in Hazel Green, AL. The Alabama Department of Agriculture and
Industries, other public and private institutions are using the unit as an educational tool for their
employees. This project has provided the State of Alabama a unique biofuel/biodiesel
educational tool to educate its citizens on the production of biodiesel from various feedstocks
including oil from locally grown winter canola, and sunflower. This project has been beneficial
to all parties including farmers, entrepreneurs, K-12 school systems, community colleges, and
end-users, especially for Alabama A&M University’s and the Alabama Department of

Agriculture and Industries.

The Mobile Classroom at a demonstration to
farmers in Tanner, Alabama (May 2008)




2008 Training, Demonstrations and Display of
The Alabama Biodiesel Classroom on Wheels

Trip

4 Date Event

1 Jan 22, 08 Alabama Energy Day, State House, Downtown Montgomery, AL

2 Jan 08 Black Caucus Convention, Fair Hope, AL

3 Jan 08 Fleet Managers Convention, Gulf Shores, AL

4 Jan 08 Alabama A&M University, Huntsville, AL

5 Jan 08 Biodiesel Conference, Florence, AL (on display at manufacturing
facility) Arab, AL

6 Feb 1. 08 Mont. County Extension Service (Cattleman Assoc.) at Farmers

’ Market Café (Downtown Montgomery) 7am Breakfast

Alabama - Florida Peanut Trade Show, National Peanut Festival,

7 Feb 6 & 7, 08 (Fairgrounds) Dothan, AL

8 Feb. 21, 08 Tuskegee University—Tuskegee, AL his till S5pm

9 Feb 22 & 23, 08 Montevallo FFA Farm Day, Montevallo, AL

10 | Feb 28, 08 Dr. Cebprt, North Alabama Center for Educational Excellence,
Huntsville, AL

11 March 13, 08 Dr. Cebert, AAMU Science Day, Huntsville, AL

12 | March 14 & 15, 08 | ”Clover Crawl”, Green Resource Center, AL Power, Homewood, AL

13 géml 9,10, & 11, Grand Bay, AL

14 | April 14, 08 Blount Co., Union Springs, AL

15 | April 24 & 25, 08 Earth Day Activity, Huntsville, AL (Toyota Plant; Sparkman high
school)

16 | April 26, 08 Marshall County PALS Environmental Fair, Guntersville, AL

17 May 18 & 19, 20, Alabama League of Municipalities, Annual Convention, at BICC.

2008 Birmingham, AL.

18 | May 21 & 22,2008 | Bridgeforth Farms, Athens, AL (Canola for Biodiesel Field Day)

19 | May 23 & 24, 2008 | Jubilee Fest, Montgomery, AL

20 | June 30, 2008 Russellville, AL, Senator Bedford

21 | July 7 & 8, 2008 Alabama Farmers Coop, Birmingham, AL




Trip

4 Date Event

22 | July 15,2008 Moving Alabama Forward, Birmingham, AL

23 | July 16, 2008 Moving Alabama Forward, Decatur, AL

24 | July 17,2008 Moving Alabama Forward, Montgomery, AL

25 July 22,2008 FFA Jefferson Jackson, B-Ham, AL

26 | July 31,2008 Agri-science Classes 4-High schools participated, Clanton, AL
27 | Aug. 2, 2008 Farm Expo—Clanton, AL

28 | Aug. 4,2008 Dept of Agriculture & Industry. (Beard Building) Montgomery, AL
29 Aug. 21 & 22,2008 | A&M Small Farm, North & South AL. Mobile, AL

30 | Aug.23,2008 Ecomax, Rep. Wren, Alcazar Temple, Montgomery, AL

31 Sept. 4, 2008 Flomaton High School, Flomaton, AL

32 | Sept. 16, 2008 Talladega School for the Blind, Talladega, AL

33 | Sept. 17- 18,2008 | Mid-South RC&D Council, Renaissance, Montgomery, AL

34 Sept. 18-h 9, 2008 | Cullman County Fair, Cullman, AL

35 | Sept. 23-25, 2008 Baldwin County Fair, Robertsdale, AL

36 Sept. 27, 2008 Marshall County PALS, Environmental Fair, Guntersville, AL
37 ?(e)gtg 28-Oct. 2, Tenn. Valley Expo, Morgan County Fair, Decatur, AL

38 | Oct.3 & 4, 2008 Fayette Chamber of Commerce, (Frog Leg Festival), Fayette, AL
39 | OCT. 4-12, 2008 Alabama National Fair, Montgomery, AL

40 Oct. 16-29, 2008 Greater Gulf State Fair, Mobile, AL

42 5)58'830_1\10\/' 8, National Peanut Festival, Dothan, AL

42 | Nov. 19 & 20, 2008 | A & M Small Farm Conference, Holiday Inn, Huntsville, AL
43 Dec. 5, 2008 Anniston’s Christmas parade, GO-GREEN, floats made from

recyclable material, Anniston, AL




Work from the past decade at Alabama A&M University has shown that, winter canola can
be an alternate to winter wheat and also can be double-cropped with soybean, sunflower and
sweet sorghum as additional feedstock for biodiesel and ethanol. The winter canola breeding
program in the Department of Natural Resources and Environmental Sciences is developing new
promising early maturing winter canola lines, which can be used as viable and profitable
feedstock for the production of biodiesel. Average seed yield from AAMU’s canola lines ranges
from 2000 to greater than 3000 kg ha in experimental plots in Northern Alabama.

Also, producers of biodiesel in Alabama would rather use canola oil, not only because of its
superior quality, but mainly because it
produces between 130-170 gallons of
biodiesel per acre, compare to 48-55
gallons per acre from soybean.
Therefore, by demonstrating the
profitability of winter canola, which

provided significant profitable yield in

the harsh 2006-2007 growing season

AAMU’s on-farm demonstration canola field in
(the Easter freeze followed by | Limestone County, Northern Alabama.

exceptional drought conditions); plus the
added-value from its by-products (canola meal) as a feed for poultry production and fish-
farming, it is essential to show growers and potential oilseed crushers of the economic wind fall
of winter canola for this region. Therefore, through this joint venture, Alabama A&M University
will provide educational literatures for producing winter canola as a feedstock for biodiesel in the
state of Alabama.

Currently, we are evaluating the energy yield potential of winter canola cultivars for
biodiesel; sweet sorghum and sweet potato biomass for ethanol. We have established a seed to
fuel evaluation system, whereby, harvested winter canola seeds will be pressed using a 6-ton
oilseed-press; determine oil yield; convert the oil to biodiesel using the “Biodiesel Classroom on
Wheels”, test the fuel for quality and use the final product in university vehicles. Alabama A&M
University has a federal permit to produce up to 10,000 gallons of ethanol per year for biofuel
research. We will be evaluating the ethanol output of sweet sorghum and sweet potato with a
distillation system built by AAMU engineering students. The Ethanol produced by AAMU will

be used to convert university vehicles to operate on biofuels.



Alabama A&M is collaborating with Auburn University to investigate a “Bio-energy
Rotation” system (cotton-canola-soybean) with irrigation in North Alabama, to determine the

bio-energy potential for each crop if drought conditions persist.

For More information, please contact:

Dr. Ernst Cebert

Department of Natural Resources and
Environmental Sciences

Alabama A&M University

PO Box 1208

Normal, AL 35762

(256) 372-4243
ernst.cebert@aamu.edu

Center for Alternative Fuels
Department of Agriculture & Industries
Glen Zorn, Deputy Commissioner
334-240-6594

Reida Spear

334-240-7287
reida.spear@agi.alabama.gov
caf(wagi.alabama.gov

www.agi.alabama.gov/alternative fuels




The Closed-Loop Renewable Energy Model

INTRODUCTION

The primary issue used to criticize biofuels is its negative impact on food prices, which creates
an unfair burden on consumers. Somewhere in the process, decision has to be made: food or fuel.
Current bionergy systems are rewarded based on government subsidies and incentives, and output
potential of the feedstock. The motivating force in the bioenergy market as is for all other businesses
is profit. Therefore, participants including feedstock producers (farmers), seed brokers (ADM,
Cargill and others) and biofuel facilities (biodiesel, ethanol) will choose fuel as long as government
subsidies continue to generate favorable profit. The unfortunate burden of higher prices of food can
be addressed by adopting non-food crops dedicated to biofules, or by creating a closed-loop system
whereby any food crop used as a feedstock for fuel must meet the 3F criteria: Food-Feed-Fuel in
that order.

Switching to non-food crops feedstock could worsen the problem, because farmers would use
their food-crop acreages to produce the more profitable fuel-crops. The non-food crop approach will
work only if biomass in the form of forest products, algae, switchgrass from non-row crop lands and
existing pastures become the primary feedstock for biofuels. In the 3F criteria, farmers can continue
to grow the usual food crops; however, the first use of the harvest should be for food, either by direct
human consumption or through normal food processing. The second use should meet the need for
animal feed, thereby reducing the un-intended side effect of increasing the costs of meat, eggs, dairy
and other animal products. The last of the 3Fs (fuel), should come from the waste stream of the first
two-Fs; row crop residues (corn stover, peanut hulls) waste vegetable oil, animal fat and animal

waste.

BIODIESEL CLOSED-LOOP SYSTEM
Currently, all oilseed crops (canola, cotton seed, peanut, sunflower and soybean) grown in the
United States can be used for a closed-loop biodiesel (CLB) system. In this project, we will consider

the use of winter canola and sunflower in a double cropping feedstock production scenario.

v Feedstock Production — Locally produced winter canola and sunflower will be purchased at
market price. Collaboration with growers will be arranged in order to obtain all input data

necessary to determine the economic impact of obtaining the crops locally versus being

Alabama A&M University, Alternative Energies Research Center (September 2008



The Closed-Loop Renewable Energy Model

shipped-in from other locations. Assessment of feedstock production potential to sustain a
pre-determine capacity of oil will be made on a radius not to exceed 100 miles.
Food Component
v" Oilseed Crushing
v" Processing food quality Virgin oil

v" Contracting with primary users of oil for cooking

Feed Component
v Processing of meal
v Formulating high quality meal for specific clientele

v Minimize waste-stream by including food component residuals in the feed co-products

Fuel Component
v Obtain waste vegetable oil (WVO) from primary users
v Process WVO for high quality feedstock
v’ Supply feedstock to biodiesel producers
v

Arrange to obtain glycerol from the biodiesel producers

The proposed model is being tested by Alabama A&M University and its partners in the community.
Funding is required to implement a scale-up pilot program of the concept.

Alabama A&M University, Alternative Energies Research Center (September 2008



The Closed-Loop Renewable Energy Model

Oilseed
Production

Biofuel Oilseed
Production Crushing

Facility

WVO
Feedstock
Processing

Food
Waste Processing

Vegetable Industry
0il *

Ernst Cebert and LaMar Hauck (September 2008)

Alabama A&M University, Alternative Energies Research Center (September 2008



I believe the following principles should guide USDA's delivery of
all of the Farm Bill energy programs:

1. The allocation of USDA energy program funding should be
distributed among the states. Every state in the US is taking steps
to increase energy efficiency and generate renewable energy, and
every state should receive assistance from USDA's programs. Any
concentration of awards to a _few states would be a failure of
national energy policy.

2. USDA Rural Development's greatest asset is its decentralized
structure and workforce. Grant award decisions should be pushed down
from the national level to the state level. This will allow maximum

use of USDA Rural Development's structural advantage. National
competitions -- which pass over USDA's close-to-the-customer

expertise & decision-making; which seem to require lengthy narrative
applications with long-turnaround times; and which tend to daunt
small rural applicants -- should be avoided as a delivery model.

3. Awards should be distributed widely among qualified applicants.
Rather than award applicants all-or-nothing of what they apply for,
local decision-makers should be given latitude to reduce award levels
in order to assist more applicants at still meaningful levels.

4. Applications should be simplified across the board. The smaller
the award, the simpler the application should be. The old Section
9006 application was excessive and needs to be dramatically limited.
USDA should develop specifically-tailored, simple application forms
rather than using "standard forms" and "general certifications" that
are confusing and off-target.

5. State RD offices should be authorized to develop application

Jforms and delivery mechanisms that mesh closely with their state's
energy incentive programs.

6. Award decisions should be announced in a expeditious manner. In
most cases, awards should be announced within 30 days of application
deadlines.

Thank you for your careful consideration of these comments.

Jeffrey Deiss



Comments of the Algal Biomass Organization in response to a call for comments and a Notice
of Public Meeting entitled “Expanding Rural Renewable Energy Opportunities—Inviting a
Dialogue with the Public on the new authorities of the Food, Conservation, and Energy Act of
2008 (Pub. L. 110-234) (“the Act”).”

Submitted to the Department of Agriculture, Rural Business Cooperative Service

September 19, 2008

Robin Robinson

Rural Business-Cooperative Service
US Department of Agriculture

Room 5830 South Agriculture Building
STOP 3201

1400 Independence Avenue, SW
Washington, D.C. 20250-3201

These comments are submitted by and on behalf of the Algal Biomass Organization (the “ABQO”) in the
above-referenced matter. The US Department of Agriculture is taking public comment regarding the
implementation of Title IX of the Farm Bill. The ABO is grateful for this opportunity to participate in this
important dialogue and submit comments.

The ABO was recently formed with the purpose of aggregating the interests of those entities most
interested in developing commercial applications for and further research on the practical uses of algae.
The ABO is a not-for-profit organization dedicated to the advancement through research and education
of the field of algal biomass production technologies. The mission of the ABO is to promote the
development of viable commercial markets for renewable and sustainable commodities derived from
algae.

The primary purposes of the ABO are as follows:
» Facilitate commercialization and market development of algal biomass specifically for biofuels

production and greenhouse gas abatement.

» Deliver information to the public on initiatives, funding opportunities, and industry
development.

» Provide networking and collaboration opportunities.

« Establish cutting edge research and commercialization summits and other meeting
opportunities.

« Develop a high quality interactive repository of information on algal biomass technology,
science, products, processes, patents, and economics.

« Facilitate intellectual property aggregation, licensing, and royalty management.

« Develop quality and measurement best practices for algal biomass, products, systems
technology, and econometrics.

« Afford career advancement and consultation opportunities.



The membership of the ABO is open to for-profit and non-profit organizations and all interested
individuals including investors, researchers, producers, end-users, and technology suppliers. The
organization is supported financially by member organizations and individuals, as well as grants and
donations from private, corporate, and government entities.

With that background in mind, the ABO’s overarching message to the USDA in the implementation of
the Farm Bill is to maintain a level playing field, to avoid adverse treatment of any particular class of
biofuel producers, and to allow all biofuel producers, including algae producers, to flourish under
programs established by the federal government to encourage the development of fossil fuel
alternatives.

Thank you, again, for this opportunity to participate in a dialogue on the implementation of Title IX. We
look forward to continued involvement in this process.

On behalf of membership and the Board of the Algal Biomass Organization,
Sincerely,

/signed/

Billy M. Glover

Board Co-Chair

Algal Biomass Organization
www.algalbiomass.org

+1 206 766 1484
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NGV

Natural Gas Vehicles for America

President
400 North Capitol Street, N.W. rkolodziej@ngvamerica.org
Washington, D.C. 20001 202.824.7366 office
ngvamerica.org 202.824.7087 fax

September 16, 2008

Ms. Robin Robinson

Confidential Assistant

Office of the Administrator

Rural Development, Business and Cooperative
Programs, Room 5803

US Department of Agriculture

South Agriculture Building, STOP 3201

1400 Independence Avenue, SW

Washington, DC 20250-3201

RE: Notice of Public Meeting on Implementation of Title IX, Energy Authorities
of the Food, Conservation and Energy Act of 2008

I. Introduction

Natural Gas Vehicles for America (NGVAmerica) respectfully submits the following comments
in response to the United States Department of Agriculture’s (“USDA”) notice requesting
comments on the various energy authorities adopted as part of the Food, Conservation and
Energy Act of 2008, Pub. L. No. 110-234 (“the Act”). See 73 Fed. Reg. 50302 (August 26, 2008).
NGVAmerica is a national organization of over 100 member companies, including: vehicle
manufacturers; natural gas vehicle NGV) component manufacturers; natural gas
distribution, transmission, and production companies; natural gas development
organizations; environmental and non-profit advocacy organizations; state and local
government agencies; and fleet operators. NGV America is dedicated to developing markets
for vehicles that operate on natural gas or biomethane and building an NGV infrastructure,
including the installation of fueling stations, the manufacture of NGVs, the development of
industry standards, and the provision of training.

I1I. Comments

NGVAmerica is dedicated to creating and advancing new markets for the use of natural gas
and biomethane as a motor vehicle fuel. This effort includes working with producers,
vehicle manufacturers, and customers to further the use of natural gas a transportation fuels.
Natural gas offers a number of advantages when compared with petroleum motor fuels.
These advantages include offsetting petroleum imports, reduced emissions of criteria
pollutants, and reduced greenhouse gas emissions. These advantages are enhanced when the
natural gas is produced from renewable biomass. Moreover, studies show that using



biomass to produce biomethane or renewable natural gas provides superior benefits when
compated with other transportation fuels produced from biomass." Several studies also
project that large amounts of renewable natural gas can be produced from a variety of
biomass sources. The claim regarding the greater efficiency of biogas is supported by the
submission of the Gas Technical Institute (GTT), which estimates that producing biogas
from renewable sources such as animal waste, forest residues and agricultural waste “can be
produced at efficiencies ranging from 60 — 70%.” We are confident that using biomass to
produce biomethane or renewable natural gas provides the best potential solution for rural
communities because it enables the most diverse possible use of this resource — as the fuel
can be burned on-site or transported via pipeline or tanker to nearby facilities for a number
of different uses, including use as a transportation fuel either in a gaseous form or liquefied.

NGVAmerica supports the USDA’s efforts to promote and facilitate greater production and
use of fuels from biomass. We also appreciate the fact that USDA appears willing to
consider and support a wide range of diverse uses for biomass. With respect to biogas and
efforts to promote its use, the Act specifically includes biogas as an advanced biofuel under
section 9001(3)(B)(v). This definition recognizes biogas produced from landfill gas, sewage
waste treatment gas and other sources of renewable biomass. Thus, there is no question that
biogas projects potentially qualify for the new programs enacted as part of the 2008 Farm
Bill. We anticipate that companies involved in facilitating biogas projects will be interested
in funding under sections 9003, 9004, 9005 and possibly several of the other sections.

Biogas use as a transportation fuel has received little attention here is the U.S. Most biogas
is instead used to produce electricity due to the fact that federal tax policy encourages this
use but does not encourage use for transportation purposes. Currently, if biogas is used on-
site to produce electricity, the operator receives a substantial tax credit (1.9 cents per KWH).
If the biogas is used for any other purpose (including as a transportation fuel), it does not
qualify for that tax credit. Despite this inequity, interest in biogas for transportation is
growing as concern over petroleum prices and imports is encouraging more aggressive
efforts to promote alternative fuel use. A number of projects are underway and several state
and local governments are pursuing initiatives to increase the use of biogas. California
officials have signed a memorandum of understanding with Sweden that commits them to
work together to promote biogas use. A delegation of Swedish officials also is slated to visit
Michigan later this month to discuss biogas development. Clean Energy Fuels, the largest
provider of natural gas for transportation use in North America, recently acquired the rights
to a landfill in Texas so that they can market and sell the landfill’s output of renewable
natural gas. We anticipate that the availability of USDA funding to support such programs
will only increase this interest particularly with respect projects in rural areas.

1

http://biopact.com/2006/10/hydrogen-out-compressed-biogas-in_01.html;
http://biopact.com/2007/02/study-biogas-can-replace-all-eu-imports.html


http://biopact.com/2007/02/study-biogas-can-replace-all-eu-imports.html
http://biopact.com/2006/10/hydrogen-out-compressed-biogas-in_01.html

ITI1. Conclusion

NGV America appreciates the opportunity to provide these comments and looks forward to
the chance to participate in these programs.

Sincerely,

Please contact the persons listed below for more information:

Richard Kolodziej
President

NGV America

400 N. Capitol Street, NW
Washington, DC 2001
(202) 824-7366

Jettrey Clarke

General Counsel & Regulatory Director
NGVAmerica

400 N. Capitol Street, NW
Washington, DC 2001

(202) 824-7364



Renewable Bio-gas:

An Opportunity for Substantial Carbon Reduction

Producing renewable gas (RG) and using it at
the site of production or distributing it through
the country’s existing natural gas infrastructure
is one of the most efficient ways to utilize a
variety of U.S. renewable resources.

RENEWABLE GAS FACTS

e Bio-gas from renewable sources including
animal manure, forest residues and
agricultural wastes can be produced at
efficiencies ranging from 60—70%.

=  This compares to biomass-to-liquid-fuels
efficiencies of 45-60% and biomass-to-
electricity efficiencies of 20-35%".

= Additionally, all of the technology
components to produce renewable gas
from this variety of sources exist today.

e RG is the most versatile form of bio-energy,
since it can be used directly at the site of
production, in residential commercial or
industrial applications, to produce
electricity, or used in the transportation
sector as compressed gas, which already
is a major transportation fuel throughout
the world.

e Another benefit of
generating RG is
that it can be
delivered to
customers via an
existing U.S.
pipeline
infrastructure
instead of over the road, which creates
additional greenhouse gas emissions.

e In 2001, biomass accounted for 3-4% of
the total primary energy consumption within
the European Union. Four of the fifteen
European Union member states have bio-
energy shares of more than 10%; Finland
(16%), Sweden (14%), Portugal (13%), and
Austria (11%).

1 http://www.sgc.se/Rapporter/resources/seminar_screen.pdf, pl 305.
2 http://www.ec-asean-greenippnetwork.net/dsp _page.cfm?view=page&select=146

RECOMMENDATIONS

Congress and policy makers should consider
creating an incentive for T :
renewable bio-gas similar
to the one that exists for
renewable electricity and
renewable liquid
transportation fuels.

This will create a level
playing field for investors in
the renewable energy
industry and generate a
renewable source that can be used by
residential, commercial and industrial customers
throughout the United States.

Waste Nut Shells
Photo courtesy of DOE/NREL

Renewable pipeline quality gas provides
industries like steel, aluminum, chemical and
heat treating a renewable option for production
without any changes to their operations.

RESOURCES FOR RENEWABLE BIO-GAS

¢ If the U.S. used half of this biomass source to
create RG, or one quad per year*, then about
5% of natural gas can be displaced by RG,
reducing CO, emissions by another 45-70
million metric tons per year.

o Utilizing major dairy farms, swine and cattle
feedlots to create pipeline quality gas (and
simultaneously reducing methane emissions
from the manure) can add another 10
million metric tons of CO, displacement to
this number.

*Based on the United States Department of Energy’s
recently completed scenario analysis3 for an RPS
standard of 15% renewables for electricity generation,
an incremental 2 quads equivalent of biomass energy
are used to help achieve this goal.

June, 2008
Prepared by GTI

3 http://www.eia.doe.gov/oiaf/servicerpt/prps/rps.html,

202-661-8645



September 19, 2008

Robin Robinson, Confidential Assistant

Office of the Administrator, USDA

Rural Development, Business and Cooperative Programs, Room 5803
South Agriculture Building, STOP 3201

1400 Independence Ave SW

Washington, DC 20250-3201

Dear Mr. Robinson:

Northwest Ohio greenhouse growers have come together to form the Maumee
Valley Growers (MVG), an industry-based association committed to sustaining and
growing our greenhouse industry. All growers benefit by working together through
a collaborative process and sharing resources and knowledge to identify solutions to
commonly shared problems. Our offices are located at The University of Toledo in
the Urban Affairs Center.

For the last three years, our MVG organization has worked closely with area
growers, academia (research) and public sector officials (city/county) to promote
local awareness through branding strategies, promotional campaigns and other
marketing techniques. This partnership continues to receive tremendous support
by our 9*" District Representative, Congresswoman Marcy Kaptur. These efforts
have transitioned structured activities into tangible regional accomplishments.

One of these accomplishments was the establishment of a voluntary pooled natural
gas purchasing program. This program allowed us to negotiate a level playing field
for retailers, wholesalers and multi-generational greenhouse grower
owner/operators not only in NW Ohio but throughout the entire state. Last year
alone, our organization was able to save nearly 60 growers 16% off their gas bills.
The success of this program is a direct result of offering access to ALL growers large
and small regardless of individual usage requirements.

Unfortunately, the ability for our growers to replicate this success through
participation in the USDA Farm Energy Bill is not possible. As you are well aware,
growers doing business in urban areas or those contiguous to them are NOT eligible
to apply. As many as two-thirds of our NW Ohio growers are from Lucas County
and are automatically disqualified from participating. This is also true for many
growers in Ohio operating facilities near Cleveland, Cincinnati, Columbus, Dayton
and others.

www.maumeevalleygrowers.com



http://www.maumeevalleygrowers.com/

We understand that over the years good intent has resulted in gradual unintended
consequences due to population shifts. It is imperative we recognize this inequality
and modify Section 9006 to accommodate ALL growers regardless of urban or
suburban agricultural producer status.

We believe the language under consideration will rectify the situation:

(1) IN GENERAL- In addition to any similar authority, the Secretary shall provide
loan guarantees and grants to agricultural producers and rural small
businesses--

(A) to purchase renewable energy systems, including systems that may be used to
produce and sell electricity; and

(B) to make energy efficiency improvements.

As our regional and statewide programs continue to develop and benefit our
growers, we look forward to the opportunity to participate in the USDA energy
program with equal vigor and enthusiasm.

We very much appreciate your consideration in this matter and look forward to your
decision.

Lo~
o

Joe Perlaky, Program Manager
Maumee Valley Growers

The University of Toledo
419-356-4847

cc: Congresswoman Marcy Kaptur - 9™, District, State of Ohio
Dr. Neil Reid, Director, Urban Affairs Center, Associate Professor
Geography and Planning, The Un