hington Update — Creating Demanc

Value Within‘the Gurrent Policy
ture for Biofuels '

Emerging ISsues Foertim
April 10, 2014

Douglas A. Durante
Executive Director
Clean Fuels Development Coalition
www.cleanfuelsdc.org




RFS Has Met & Surpassed Every Goal & Objective
Most Successful Alt Fuel Program in US History

 Petroleum, Feeder, Marine and Other Industries in
Relentless Attack on Biofuels and the RFS

- Market Realities of Blend Wall Limiting Use

- Ethanol Gone From Hero to Villain....Losing the PR Battle,
draining energy & resources.--RFS has turned out to be a
bigger challenge than being “subsidized”



ate of Renewables ACross

- ﬂ "“J—'_)“J_/.:)LJ anarGonfused

Flerida == RepealearState’ RES; Legisiation
Renouncing FedenallRES

[The Chicken GoVEOrS Gpting out

KS Senate Voted ter Repeal state RPS
IN'Repealed State Efficiency: Program
California Schitzo— LCES —ILUC

Various States eliminating reguirements.
Incentives, etc.

New Citibank Study — A New Dawn for g
Renewables ’




Uunderthe Jurlsdlctlon O EPAS

EVeny option; ter hreak threughrhbiend wallfand gain' access
to the market dependent en EPA

- E10, E15, E30, ESS......
- Vapor Pressure/Taillpipe Emissions

-- Modeling and weighting--Land Use as well as
Emissions

CAFE, Greenhouse Gas/CO2, RES, Tier 3,
Then there Is the Big Hammer-- the Reset of RFS Levels
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- 20% of volume is waived for 2 years
- 50% for one year

Administrator can modify volumes for all years following
the year of the waiver-- any time after 2016.

EPA/DOE/USDA to consider:

- Environment

- Energy Security

- Infrastructure

- Rate/Status of Commercialization
- Cost

- Jobs, ag/food impacts, prices, etc..




ccusations or rFailure

= O)le) Felifliuls — Nei 2ngre)y Selligge)
Feed VS [FUEl miIleagel oSS, Waterr USAage,
land chiange; EMISSIGNS; EIC:.

Speciiic torther RES......".

Nowhere te putthe fuel (RINFRun up 201.3)
No' Distribution Infrastructure for FFVS
Not Enough FFVs

Cannot Produce Enough of the -
“‘Phantom Fuel™ -- buying cellulose
credits
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250 Million Gallons IJDD.M.I.I.Lm.n.Ga.LI.n.ns_I 1 Billion Gallons




All )

2001 and Newer Approved for 15%,or 80% of all
cars on the road

- E15 extremely controversial, Retailers very
slow to adopt

-- Vapor Pressure/Seasonal Restrictions

-- Opposition by Oil/Feeders/Small
Engine/Marine interests

Flex Fuels & E85 Handicapped by Big Oil —
they claim no demand but don’t offer them




EP
Practicalities...

- Continuing decline in gasoline

consumption = smaller blend pool, hence, the
dreaded "blend wall"....

RFS Schedule called for the 16.5 BGPY In
2013 to increase to a total of 18 Billion........
Instead, proposed volumes of
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a
range of 15-15.52 billion gal (down from 18.15
billion as originally envisioned);

13.01 billion gal of conventional biofuel (mostly
comprised of corn-based ethanol and down from
14.4 billion gal as originally envisioned);

2.20 billion gal of advanced biofuel, and a range
of 2-2.51 billion gal, (down from 2.75 billion gal
as originally envisioned);
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a AUMBEN e ISSUESs--

RINS

Slews: Imports From Brazil under
Advanced

Lessens the push for legislation
that could be worse (Feinstein)

Generally calms the issue down
Could get us back on track
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precedent O gIVING IRrte: anti kiefuel
INterests; centainly antirethanolnterests.

- [lakes away Incentive terselve seme of the
market problems--helps build the blend wall

- Could result mran annual fight like we
SEEe Now
- Absolutely chokes off Investment

- In 2017 EPA has the authority to
permanently re-set




arting arEirestorm

= ERA prepesalignited an unprecedented
[ESPORSE= NUgE reseurce drain

= EPA handlied it wreng but may. e
packing dewn In the face of the backlash

= Ethanel Industry, [Lawsuit woeuld be il
advised-— could take years.

= “Freezing” at 2013 levels = a “timeout™




anol Cannot Alilow Itself to be

Defined by the RFS

= Ohsessien W/RESHNUMIBERS
Underscernes Flaws i Cuient Appreach

(Percentages Ratherthan Hand Numbers)

= Must Have a ValuerPreposition te Move
Beyond RES and Create Demand

= |ncentives Rather than Mandates—for
both VVehicles & Fuels

= Key IS access to market —Pathway to that
market Is through EPA FDC i
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iWorking to Great
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High Octane Fuels to Meet CAFE & Future
GHG Requirements”

Ford, 2012: While additional work Is

needed to quantify and optimize the costs
and benefits, ...it appears that substantial
societal benefits may be associated with
capitalizing on the inherent high octane
rating of ethanol for future high octane
needs. -
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Carbon Content and Less GHG
Emissions....and offers most expedient
and least expensive means to lessen
CO2 for Liquid Fuels.

General Motors, 2012: Ethanol can be
used to produce new, higher octane fuels
that can be used more

efficiently........ using ethanol to increase
octane of fuels could be a cost effective
means of to reduce GHG..... "
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Value to Automakers

= Chnysler="Notian autemaker teday Who
IS ot concerned withr@ctane™ (2014 )

‘GHG Reductions and CAFE The most
Daunting Challenge terthemiinthe last 30
years

= “Need New Minimum For Octane™
“‘Need to take that story to EPA”

Mercedes: E30/high Octane= “Ridiculous
Power and performance” |




Val

= U
be
= E30 May be sweet spot utilizing strengths,
minimize weakness
- Less mileage penalty than E85, could add
6pts octane
- Initially in FFVs, eventually in optimized
vehicles
= Small bore, high compression engines need high
octane.

ntify




thway EoIvara

= Short term: Peke threugh the bliend wall
with EL5; EBS

RVP \Waiver, Minimum ©ctane
= Mid Term: Develep Significant and

sustainable FlexkFuel Market—which
means cars, pumps, and consumers.

CFEDC/NEB FlexFuel Awareness Program

= |_.ong Term: Move towards greater
efficiency blends, e.g optimized E3
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With Proper Incentives, Automakers could continue to
produce

New CAFE/GHG Rule Significantly Reduces Value of FFVs
to Automakers

- Phase out of MPG credits and transition to GHG
- EPA Says CO2 emissions 5% < Gasoline at E85 vol
--  Limited Use of E85 assumed to be 20% of time to = 1%!

Ethanol Needs to Demand Parity w/ EVs, NGVs, &
other Alternatives Clearly Favored in Regulatory Structure---




FFVs in Use in the U.S.
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Pathway Forward, cont.

= S Hew derwerhelprautemakers get the
Valtiertney:say Wwerhiave?

-Reinstate FEV IRcentives (no cost to
CONSUMErs, taxpayers)

- Improeve CarbonkFeoetprint Medeling
- Commit te Refueling Infrastructure
A Padd Il Approach?

- Get them the octane they neeg
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Urban Air Initiative focusing on this issue.

Octane derived from the most toxic, carbon intensive, and

harmful components in oil-- aromatics.

Regulated under Air Toxics, CAA 1990 Requires EPA to limit

- Benzene, Toluene, Xylene

Modest but Meaningful Reductions in Air Toxics could result

In significant demand for Clean and Low Carbon Octane

EPA Acknowledges Octane Value of Ethanol

- Models do not reflect Gasoline Contribution to PM

- High Ethanol/Oxygen Content would significantly reduce
Black Carbon, particulates, and positively impact health

- Need to allow splash blending on E10.




RVP WailVer

An extensive set of vapor pressure data for ethanol blends with
market gasolines and blendstocks of varying volatility (ASTM
D4814 Class AA to Class E) [12] was reported in the study by
ARl [4]. RVPs for blends of ethanol in three representative

gasoline blendstocks spanming a wide range of volatility
classes are shown in Figure 1.

110

100

90

DVPE (kPal

i i
i ———ASTM Class E

- A5TMM Class O
e 55T Class A

0 10 20 30
Ethiarnol (Saw)
Figure 1 — Reid vapor pressures (Dry WVapor Pressure Equivalent) for
ethanol-gasdcline blends of varying volatility [4]. The ASTM wolatility
classes shown are for the base gasoline without ethanaol {EO). CLEAN
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Tax Credits: Wind, Solar, Etc. Expired
2013, now being taken up again for 2yr. Ext.
. Cellulose and alt fuel credits likely
Budget/Sequestration: Dollars are tighter
than ever and DOE, USDA programs
unable to offer much help to Ethanol

—arm Bill: Latest 5 year Extension passed,
Retains some biofuel programs, ($1BB) but
Denies Funding for Blender Pumps




hasantalt ruel

Unfaidly Denied StattstAmena the
Alternatives—EPACI 11992

Alt-Fuel Trax Incentive el 50cpa

Arguably the Best Defense we hiave fer CO2,
Efficiency/Petreleum Reduction; ete

Ethanoel Denied incentives and Programs for
NGVSs, Evs, Propane, even Methanol

Advance Technology Motor Vehicle Program
has $16 B'in Loan Authority to reduce carbon
and produce efficient cars
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Cellu
original goals

Slow progress will retard development of
vehicles and infrastructure

At some point E15 will provide a relief as all cars
eventually are approved

Smaller volumes but higher values from the
octane drivers

Congressional Action Unlikely but EPA remains
key to the future, and last months ruling gives a

glimpse to that future.




tal ball, cont.

The RVO Rule is Sucking all the Oxygen out of the
Room

CFDC, Urban Air, many others Believe a Legal
challenge to the RVO is Not the Answer Unless Tied
to the Toxics Issue

The Battle Has to be Fought on Higher Ground--
Health, Environment, Climate/Carbon

That said, it must be Reversed or E15, E30, E85
will never grow and Failure becomes a self fulfilling
prophecy for the olls




» Life Before The RFS For Petroleum Industry
- 2005-2007 Gasoline Market 145 bg,
- With RFS less 10 BGPY= 135

= 2030 projected decrease in gasoline to 110 bgpy
- Less .30 bgpy
- Now Gasoline Market = 77bgpy

= Going from 140 to 77......no wonder they are
fighting.
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Nebraska Ethanol Board Administrator Todd Sneller and FlexFuel Campaign Director Doug Durante
have been promoting flex fuels for years!




For more information log on to

www.cleanfuelsdc.org
www.ethanolacrossamerica.net

X L
AWARENESS = CAMPAIGN
WWW.FFV-AWARENESS.ORG
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