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Good afternoon, Chairman Gennaro and Members of the Committee on Environmental
Protection. I am Carter H. Strickland, Jr., Senior Policy Advisor for Air and Water, Mayor’s
Office of Long Term Planning and Sustainability, and am testifying on behalf of the Bloomberg
Administration. Thank you for this opportunity to submit comments today on this important
matter. At the outset, I want to recognize the work of this Committee and especially the
leadership of Chairman Gennaro in crafting thoughtful and careful environmental policies.
Today’s hearing follows that tradition by allowing for detailed fact finding and a full airing of
the complex issues surrounding the production and use of biofuels, particularly biodiesel
intended for blending with heating oil.

Our sustainability plan, PlaNYC, adopts the goal of having the cleanest air of any major
U.S. city by 2030. At present our metropolitan area is out of attainment with national standards
for fine particulate matter (PM 2.5) and ozone, pollutants that exacerbate respiratory and
cardiovascular illness and contribute to hundreds of premature deaths annually, To address this
problem, PIaNYC sets out initiatives to reduce emissions from on-road vehicles, marine vessels,
construction vehicles, buildings, and power plants. PlaNYC includes several initiatives to clean
up the heating fuel sector, which is responsible for up to a third of the locally-emitted fine

particulate matter or PM2.5 and significant emissions of nitrogen oxides or NOx, which is a



precursor to ozone formation. The emission of heavy metals from the combustion of heavy or
residual grades of heating oil also creates a significant threat to public health.

This hearing is focused on issues surrounding the blending of biodiesel into heating oil. -
Biodiesel is typically manufactured through a process called “trans-esterification” that uses an
industrial alcohol (typically methanol, sometimes ethanol) and a catalyst to convert base plant oil
or animal fat into a fatty-acid mono-alkyl ester fuel (biodiesel). In the United States, most
biodiesel is made from soybean oil. However, canola oil, surdlower oil, recycled cooking oils,
palm oil, animal fats, and other oils are also used as feedstocks. Biodiesel is not the same as
renewable diesel, which is a non-ester based diesel blend derived from the same non-petroleum
sources but processed in a refinery along with petroleum stocks. Renewable diesel is
indistinguishable from petroleum diesel and does not need to be blended downstream of the
refiﬁery. Biodiesel is also different from straight vegetable oils and recycled greases (also called
waste cooking oil or yellow grease) that have not been pro;:essed.

The use of biodiesel blends is one possible approach to lowering the local emissions of
certain pollutants from heating oil because the base biodiesel stock does not contain sulfur. A
blend of 5 percent biodiesel will reduce sulfur levels by approximately 5 percent, with some
variation due to the lower energy content of biodiesel and the need to burn more of the blended
fuel than petroleum fuei. Accordingly, for No. 2 oil that is allowed to have up to 2,000 parts per
million (ppm) sulfur in New York City, a BS blend would reduce aliowable sulfur content to a
maximum of 1,900 ppm, a B10 blend would reduce sulfur to 1,800 ppm, and a B20 blend would
reduce sulfur to 1,600 ppm. These reductions would be an improvement over current levels but
would not come close to the reductions that could be achieved through a sulfur cap of 500 ppm

or lower. Since transportation fuels already have lower sulfur limits — down to 15 ppm — the use



of biodiesel blends has a negligible effect on PM2.5 levels and is reported in some instances to
increase NOx emissions.

Nevertheless, to test the feasibility of biodiesel blends and to support an infant industry
that shows some promise to reduce emissions and our dependence on petroleum, the
Administration has committed to use B3/No. 2 grade heating oil blends in municipal boilers and
biodiesel and ultra-low sulfur diesel blends in certain agency heavy truck fleets. The
Administration is also piloting the use of a B20/No. 6 heating oil blend.

The Administration, however, is riot yet ready to support broader citywide mandates for
blends of biodiesel and heating oil because of open questions regarding sustainability,
operations, and supply. We are also concerned that prescriptive technology-based standards
focused on biodiesel alone may be less preferable that performance-based standards that are open
to all fuels or other approaches that will reduce pollution.

First, the sustainability of biofuels feedstocks is an unresolved issue that has attracted
policymakers’ attention around the world. All of us want to do the right thing withc;ut adopting a
cure that is as bad as the disease.

There is no national standard for the sustainability of biofuels. Typically, but not
exclusively, sustainability is measured in the “embedded carbon” or “carbon footprint™ of
different fuels from different sources. Over the past year, publications by Timothy Searchinger -
(e.g., Science 319: 1238-40 (2008)) and others started an important policy discussion about the
unintended consequences of biofuels policy. These papers have hypothesized that the demand
for biofuels in the United States and other countries, and the demand for food displaced by
biofuels production, will cause widespread deforestation and other “indirect land use impacts.”

Some of this deforestation may occur in tropical rain forests, where clearing can release



significant amounts of carbon into the atmosphere, but all agricultural production involves the
release of carbon to the atmosphere in varying amounts. Scientists have also ¢ited the great use
of fertilizer and water in biofuel crops.l These criticisms have been taken up by the Union of
Concerned Scientists, the Natural Resources Defense Council and other groups.

These critiques of biofuels are not uniformly accepted, as we expect you will hear in |
detail from other speakers today. In particular, many researchers, scientists, and trade groups
(1) have noted the uncertainty in attributing indirect land use change to biofuels as opposed to
the growth in pop.ulation, demand for meat, timber extraction, internal migration,
suburbanization, and other land use changes, (2) have questioned the assumptions made about
the elasticit-y in food demand, land productivity, and land conversion, and (3) have pointed out
that the indirect effects of the exploratibn, production, and development of petroleum fuels has
not been calculated. Clearly, there are significant differences of opinion among qualified parties
on critical issues.

This debate has suspended or slowed many biodiesel initiatives by éities, states, and even
several European countries, because many existing biofuels mandates did not have provisions or
mechanisms to address sources or sustainability. For example, the 2006 New York State
executive order that required state agencies to use biodiesel and the 2007 Maine law that
instituted alternative-fuel vehicle rebates and grants did not address sources or sustainability.
Other states such as Pennsylvania, Virginia, lllinois, and Minnesota have enacted biofuels
legislation that promotes the use of “domestic” or in-state biofuels through incentives or triggers
based on attaining certain thresholds of in-state production; these laws address sourcing to some
degree but not in a way that would allow for consideration of indirect land use effects or other

sustainability factors.



More recent biofuels initiatives do incorporate sustainability standards that are objective,
enforceable, and part of a comprehensive quality assurance system. It is worth pointing out that
the biodiesel industry has not adopted or enforced sustainability standards or labeling protocols,
as exist in limited form for tropical hardwoods and fish. In early February 2009, the National
Biodiesel Board announced that it had adopted sustainability principles. While we applaud this
initial step, it has not yet evolved into a self-policing and independently-verified labeling regime
that would allow purchasers to meet sustainability criteria. The National Biodiesel Board has
acknowledged the need to elaborate on these principles.

The experience of Massachusetts is instructive. In July 2008, that state enacted a
statewide mandate for using blends of alternative fuels and heating oil, starting at 2 percent in
2010. The initial drafts of that statute, and the version signed by Governor Patrick, had required
that such fuels be made from “feedstocks that are grown in a sustainable manner.” After
concerns were raised about the enforceability of that vague provision, however, the final statute
passed by the Legislature required that eligible fuels achieve a 50 ﬁer cent reduction in lifecycle
greenhouse gas emissions. It is not yet clear how Massachusetts will establish or enforce that
standard.

It is clear, however, that Massachusetts is following the lead of the U.S. Congress. In
December 2007, Congress enacted the Energy Independence and Security Act (EISA or the Act)
and set a graduated schedule for biodiesel and other biofuels to comprise a certain percentage of
transportation fuels sold in the United States. The Act requires that eligible biofuels must
achieve at least a 50 percent reduction in lifecycle greenhouse gas emissions compared to the
baseline lifecycle greenhouse gas emissions of equivalent petroleum fueis. Congress directed the

U.S. Environmental Protection Agency (EPA) to make those determinations for various fuel



sources and to include any significant indirect emissions from land use changes and other
factors. The EPA has struggled to develop a méthodology for quantifying lifecycle greenhouse
gas emissions from renewable fuels and failed to meet a December 19, 2008, deadline for
finalizing regulations. We understand that draft EPA regulations may be released in the near
future, but final regulations are probably a year or two away. Upon the completion of EPA’s
rulemaking there will be national low carbon fuel standards.

‘The other major effort underway is by the California Air Resources Board (CARB). That
effort has national significance because of the unique status that California has under the U.S.
Clean Air Act and with the regulation of air quality generally. In January 2007, the Governor of
California issued an executive order that called for a 10 percent reduction in the carbon intensity
of California's transportation fuels by 2020. The order required CARB to issue regulations to
establish and implement the low carbon fuel standard by 2010 and over the past year CARB has
investigated the lifecycle energy use and greenhouse gases of different pathways of
transportation fuels. CARB’s so called well-to-wheel analysis includes various factors related to
sustainability, fuel co-products, and uncertainty that are fed into complex models. It has
completed its preliminary analysis for some pathways, including Midwestern soybeans to
biodiesel in January 2009. However, CARB’s preliminary conclusions do not include indirect
land use changes and CARB has not yet released its model for calculating indirect land use
impacts.

The land use issue has caused New York State to pull back on additional initiatives for
biofuel production and use, including the possible uses of biofuels as a strategy to comply with
the cap and trade regime established by the Regional Greenhouse Gas Initiative. It has launched

an interagency effort to assess the sustainability of biofuels based on New York and Northeast



feedstocks and the implications for biofuels policy. The effort is led by the New York Energy
Research and Development Authority, with the Department of Agriculture and the Department
of Environmental Conservation. New York and other Northeast states have also asked the
Northeast States for Coordinated Air Use Management (NESCAUM) to develop an effective
regional strategy to reduce the carbon intensify of fuels used for transportation, heating, and
electricity generation, using the full-lifecycle carbon emissions from fuels similar to the CARB
standard. NESCAUM’s effort is motivated in part by the recent Massachusetts law, which
explicitly directs that state to use information and best practices available from other sources to
develop the standard for meeting the greenhouse gas reduction standards. Presumably the
Massachusetts’ Legislature had in mind the EPA, CARB, and NESCAUM efforts to develop low
carbon fuel standards in the transportation sector,

It is our belief that New York City should wait for the scientific understanding of
sustainability issues to mature and for the completion of national systems for determining low
carbon fuel standards for biodiesel and heating oil blends. In advance of those developments, it
is not clear how New York City would adopt or enforce sustainability standards for biofuels or
obtain the resources to administer a complicated, stand-alone sustainability system for biodiesel.

Second, we have continued operational concerns about purchasing and using biodiesel
blends. Municipal and other large purchasers have detailed specifications for fuel oil so that they
can perform tests of deliveries to ensure quality and consistency. The City relies on national
standards for fuel content published by the American Society for Testing and Materials
International (ASTM). For example, heating oil must meet ASTM D396 specifications. The
primary industry standard for biodiesel (the B100 blendstock used to produce biodiesel biends),

is ASTM D6751. The conventional petrodiesel specification for road fuels, ASTM D975 can



now contain up to 5 percent biodiesel. That means that No. 2 diesel can now include B5 and still
be considered the same fuel without labeling the blend. In October 2008, the ASTM adopted
specifications for blends of on- and off-road middle distillate diesel oil that contains 6 to 20
 percent biodiesel, designated B6 to B20 (ASTM D7467-08). The new specifications will allow
the testing of a biodiesel blend against the ASTM numbers for physical verification of quality.
However, there are no ASTM specifications for biodiesel blends with the heavy grades of No. 4
or No. 6 heating oil that emit much of the pollution from the heating sector in New York City.

National specifications are important because boiler manufacturers rely on them to
determine the scope of their warranties. Manufacturers warrant the parts and workmanship of
boilers, not the fuels that are burned in them; but if the manufacturers can attribute a problem to
fuels they won’t honor warranties. The resolution of problems caused by fuel depends upon the
ability of boiler and burner owners to seek recourse against fuel suppliers and to prove that fuel
caused the problem. Only one boiler and burner company has stated explicitly that the scope of
their warranties encompasses the use of B5/No. 2 blends; in 2007, Beckett published a technical
bulletiﬁ indicating that they will honor warranty coverage for blends of up to B5 with No. 2
heating oil. Carlin, Power Flame, and other boiler and burner manufacturers are still reviewing
the matter. The new ASTM standards for B6 to B20 blends with No. 2 oil will provide
manufacturers with specifications for testing to determine whether the scope of warranties can be
expanded to encompass those blends. At this time, we are not aware of explicit statements
extending boiler and burner warranties to blends higher than B5 or in blends with No. 4 or No. 6
grade heating oil.

The warranties, in turn, are an important issue because biodiesel is a solvent. Over time,

its use can degrade O-rings, gaskets, pump seals, hoses and other components of heating oil



systems that contain natural rubber. Biodiesel will also clean out deposits left in the system by
petroleum diesel and clog filters upon initial use. For blends higher than B20, the industry
recommends the use of steel, mild steel, stainless steel, aluminum, fluorinated polyethylene
fluorinated polypropylene and fiberglass vessels because tanks or lines made of brass, bronze,
and copper or lead, tin, and zinc may cause high sediment formation and filter clogging. Pumps
and fuel lines can be ordered with biodiesel compatible parts but the existing boiler fleet
throughout the city does not contain those elements and any use of blends higher than B20 will
require a switchover. The Administration also has concerns about the degradation of biodiesel
when stored for a long time, an issue that is particularly relevant to the use of heating oil in
emergency generators.

Third, we have to make sure that the supply of biodiesel — and the storage tanks and other
local infrastructure required to store and distribute biodiesel and blends at varying amounts - is
sufficient to meet mandated levels. Just in the past few weeks, Sprague Energy, the City’s
supplier of B5 and ultra low sulfur diesel blends for our truck fleet, was unable to meet delivery
obligations because of infrastrﬁcture problems and fuel line issues at the Stuyvesant Terminal in
the Bronx. The storage infrastructure should also be sufficient to handle significant spikes in
short-term demand. For example, the tariffs for natural gas customers on an interruptible rate
require that customers have a 10-day supply on site or contracts in place that guarantee delivery
in 24 hours. The constraint notices issued by utilities can trigger widespread use of backup
supplies that need to bé replenished at once and at the same time.

A fourth and fundamental concern relates to the structure of pending proposals. A
biodiesel mandate would be a departure from fuel-neutral performance standards and would

essentially pick one solution, biodiesel blends, rather than renewable diesel, other fuels or even



non-fuel solutions. Again, Massachusetts’ statewide mandate is instructive; as originally drafted
it referred exclusively to biodiesel but the final law refers to “eligible petroleum distillate
substitute fuels” that meet certain greenhouse gas reduction standards. To be sure, the City has
adopted technology rather than performance approaches in recent diesel retrofit and other
environmental laws and the use of technology standards in appropriate circumstances can lead to
easier;enforcement and implementation. But as a general matter, performance standards are
preferable because they lead to flexible and cost—gffective solutions. For examplc, one of the
City’s most successful pollution control laws — the mid-1960s cap on sulfur content in fuels — has
endured for decades through shifts in fuel mixes because it is technology neutral. In the heating
oil sector, additional and lower sulfur caps would cqntinue that legacy. Efforts are underway in
the Northeast states to adopt low sulfur rules. While sulfur levels are the principal reason that
heating oil creates pollution, it contains other pollutants that could and should also be addressed.
We look forward to continuing to work closely with thé Council and this Committee in
particular to develop sound environmental policy. Thank you for the opportunity to testify today

on this important matter.
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Testimony of Don Scott before the Committee on Environmental Protection
February 25, 2009, 10 a.m.

Good afternoon Chairman Gennaro and members of the committee. [ appreciate the opportunity
to testify before you today.

My name is Don Scott. [ serve as the Director of Sustainability for the National Biodiesel Board.
I am an environmental engineer with over a dozen years experience protecting natural resources.
I left my position as chief of surface water resources for the state of Missouri and joined the
biodiesel industry because I realized our society’s most critical need is for renewable fuels that
are environmentally friendly. We must transition to more sustainable alternatives to fossil fuels
if we are to maintain our current standard of living that affords us the great strides we have made
in this country protecting clean air, clean water, and natural habitat. It is toward these goals that
I offer my services to this industry and to this committee.

The US biodiesel industry was founded a mere 15 years ago to offer a healthier, homegrown fuel
that can invigorate economies throughout the US, and increase energy independence. The US
biodiesel industry has consistently sought to provide a sustainable solution to America’s energy
needs. Biodiesel offers significant greenhouse gas emissions reductions compared to its
petroleum counterpart and has the greatest energy balance of any U.S. produced transportation
fuel. This means biodiesel is the most sustainable alternative currently available for light duty
vehicles, heavy equipment, freight, public transport buses, and heating oil.

The most comprehensive lifecycle inventory for biodiesel was conducted in 1998 by the United
States Department of Agriculture (USDA) and the Department of Energy (DOE). This analysis
considered every bit of energy and associated greenhouse gas (GHG) emissions emitted in the
production of soy biodiesel. This included everything required to plant, grow, harvest, transport,
and crush soybeans, as well as the energy required to convert surplus soybean oil to biodiesel
and transport it to a retail fuel station. The inventory showed that for every unit of energy
invested in this process, 3.2 units of energy were returned’. This study was recently updated by
USDA and the University of Idaho which found that today 4.56 units of energy are returned.
This increase from 3.2 to 4.56 in 10 years is a result of improvements in farming and production
technology. These continual improvements in efficiency are expected to yield 5 44 units of
energy per unit of input by 20152

The USDA/DOE lifecycle inventory also concluded that biodiesel use reduces greenhouse gas
emissions by 78% compared to petroleum diesel'. It can be expected that this reduction is also
improving as a result of efficiency improvements. This reduction is obtained because the carbon
emitted as biodiesel is burned was originally pulled from the atmosphere by a soybean plant. In
effect, the carbon is being naturally recycled with no net addition of CO2 to the atmosphere.
This is in stark contrast to petroleum which pulls carbon, in the form of crude oil, from deep
within the Earth’s crust and spews that carbon into the air as it is refined or burned in a vehicle.
It is this process of unlocking millions of years of sequestered carbon from buricd fossil fuels
that is responsrble 80% of human-induced greenhouse gas em1ss10n and is the leading cause of
global warming that threatens our earth and our way of life®. If we want to reverse global
warming, we must find alternatives to fossil fuels.



Reversing the 1mpact of fossil fuels on climate change will not happen overnight. That is why
we must begin a transition to renewable fuels immediately. ‘We must also act quickly to protect
human health. A twenty percent biodiesel blend in heating oil can reduce nitrogen oxide
emission by 20 percent and reduce sulfur oxide emissions by 83 percent Biodiesel in engines
can reduce polyaromatic hydrocarbons, which have been identified as cancer causing
compounds by 50 to 90 percent B20 use can reduce the estimated risk of premature death due
to air toxics by up to 5 percent

The original USDA/DOE lifecycle analysis was done on soy biodiesel production because soy
was and remains our nation’s largest available source of surplus natural oils. Biodiesel can be
made from any under-valued vegetable oil or animal fat. Considerable volumes of biodiesel are
made from recycled cooking oil, especially in urban areas; and technology is blossoming for
biodiesel made from waste greases. The New York metropolitan area produces enough recycled
cooking oil to make 20 million %allon's of biodiesel each year, and enough waste grease to make
an additional 30 million gallons®. Waste greases include sources such as restaurant grease traps.
Removing these waste greases from municipal wastewater streams has significant envrronmental
benefits. The City of San Francisco is building a plant to convert waste grease to biodiesel”. San
Francisco officials estimate that $3.5 million dollars in public works expend1tures could be saved
every year if they could eliminate sewer backups related to waste greases in their sewers".

Alternative sources for biodiesel are growing in proportion to the total volume. The versatility of
biodiesel to utilize the growing number of alternative sources while meeting a consistent ASTM
specification for biodiesel, #2 diesel fuel, and heating oil stimulates advancements like the
development of renewable fuel from algae. Many biodiesel plants can use a variety of
feedstocks, which helps their economic sustainability in times of fluctuating markets. Biodiesel
is a great fuel now. Public support fosters its potential to get even better.

Biodiesel is the most sustainable liquid fuel available today. And still one of its most compelling
attributes is that this young industry has the opportunity to play an even greater role in a
sustainable energy future. The US biodiesel industry is not only generating a product with
documented health and environmental benefits, it has aggressively committed to continually
increase its sustainability. The National Biodiesel Board has developed a Sustainability Task
Force and a set of sustainability principles to ensure the highest degree of sustainability for our
country and our industry. These principles support biodiesel that significantly reduces
greenhouse gases compared to petroleum, improves food security, and protects natural resources
such as soil, water and air’. Biodiesel made from a wide variety of materials, including
soybeans, animal fats, recycled and waste greases, and algae meet that standard.

The National Biodiesel Board is not alone in focusing attention on the sustainability of biodiesel.
International organizations such as the Roundtable on Sustainable Palm Oil are implementing
criteria for feedstock production to ensure that biofuels are neither causing nor being blamed for
unsustainable practices associated with burning forests or illegal logging.

Our objective is to ensure that the future will encourage new research and innovation;
incorporate sound science and knowledge based on credible, transparent data; create mechanisms
for continual assessment and improvement; and provide the opportunity for biodiesel to realize
its full potential as a sustainable, domestic energy source.



Mr. Chairman, once again, thank you for the opportunity to be here today and thank you for your
leadership on issues related to biodiesel and green energy.
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Testimony of Shelby Neal before the Committee on Environmental Protection
February 25, 2009, 10 a.m.

Good afternoon Chairman Gennaro and members of the committee. I appreciate the opportunity
to testify before you today.

My name is Shelby Neal. I serve as the Director of State Governmental Affairs for the National
Biodiesel Board (NBB). The NBB serves as the trade association that represents the nation’s
176 biodiesel production facilities, In this capacity, [ have been actively involved in
implementation of the California low carbon fuel standard (LCFS) and serve on an advisory
committee which is helping the Midwest Governors Association draft an LCFS policy. I hope to
bring some perspective from this work to the committee today as you consider ways to move
away from petroleum, which we know is unsustainable.

I am sure any number of other witnesses will speak to biodiesel’s many benefits in terms of
human health, the natural environment, energy independence, and the economy. So what I wish
to speak to today are the issues that have arisen from articles published by the popular press and
other critics of biofuels. Every industry has critics and enjoys their day in the sun with the news
media. Unfortunately, our industry has not been exempt from this phenomenon. So, with the
permission of the Chairman, what I would like to do today is walk through some of the most
frequently mentioned issues that have been raised by critics.

On March 27, 2008, Time Magazine published an issue featuring an ear of corn on the cover
with the following caption: “The Clean Energy Scam.” The article, based on work by a
Princeton University attorney, Timothy Searchinger, asserted that biofuels are accelerating
global climate change — that they are actually worse for the environment than petroleum. It was
also asserted that a global food crisis was occurring because increased use of biofuels is raising
the price of commodities. The article went so far as to suggest this has sparked “tortilla riots” in
Mexico. For sure, these are serious charges. And although corn-based ethanol is clearly the
target of the article — Searchinger’s paper did not mention biodiesel — biodiesel is mentioned in
the Time article, so we are compelled to respond.

I want to first say that, were these charges true, we in the biodiesel industry would be the first to
do something about it. Why biodiesel is not a perfect fuel — we can always improve -- members
of this industry take a great deal of pride in knowing that they produce a green, sustainable

- product that helps improve the health of the planet and our people. To be sure, converting
rainforests for production of crops to produce biofuels does not make sense. Likewise, starving
humans to produce biofuels does not make sense. Obviously, no one wants this. But is it
happening? This is the real question.



The best available scientific data does not support these charges. With regard to Searchinger’s
paper, which was based on modeling done by the U.S. Department of Energy’s (DOE) Argon

National Laboratory, the DOE itself responded to the report by writing: “The Searchinger study

is plagued with incorrect or unrealistic assumptions, and obsolete data.” The response went on

to detail a number of errors such as Searchinger: 1) assumed 30 billion gallons of consumption of

ethanol, rather than the 15 billion that is called for in the federal Renewable Fuel Standard; 2)

assumed no increase in corn yields over the course of the 167 year timeframe, even though com

yields have increased by an average of two percent per year since 1975; 3) relies on the worst

case scenario for all land conversions; and 4) does not take into account export of dried distillers

grains, which contribute significantly to the world food market. )

I think it is also important te point out that, while Time Magazine asserts that biodiesel is worse
for the climate than petroleum-based diesel, to my-knowledge — and I am yet to be corrected — no
government study or paper published by a scientific journal has come to the same conclusion. It
appears that through either negligence or convenience Time completely overlooked leading
scientific thought on the issue. As proof of this statement, the 12 institutions and governments
that have conducted full lifecycle assessments for biodiesel have concluded that it is at least 41
percent better than petroleum — all of them. The average of the studies suggests biodiesel is a
little more than 60 percent better than petroleum. And these sources are no slouches. They
include the U.S. Department of Energy (DOE), the U.S. Department of Agriculture (USDA), the
National Academy of Sciences, Argon National Laboratory, the California Air Resources Board,
Natural Resources Canada, the European Commission, the Dutch Ministry of Economic Affairs,
the United Kingdom Department of Transport, and a research arm of the Australian
Commonwealth. Even the oil compames — British Petroleum, Total, and Shell Oil — sponsored a
study that showed biodiesel’s GHG emissions are 55 to 80 percent less than petroleum’s.
Nevertheless, in light this mountain of evidence to the contrary, Time magazine chose to publish
a theory devised by an attorney at Princeton University that had not been peer reviewed and still,
to this very day, has not been validated with real world data.

The other issue mentioned by Time is the idea that biofuels are causing commodity prices to
spiral out of control, which is causing food prices to spiral out of control, which is causing
people to go hungry around the world. On this assertion, I wish to be more succinct than the last
by merely making the point that soybean prices have decreased by nearly 50 percent over the
past year while biodiesel production increased by more than 50 percent over the same time span.
The reason there is signiﬁcantly less correlation between soybean prices and biodiesel ‘
production than many assert is because current U.S. b10d1ese1 production only requires a little
more than eight percent of the nation’s soybean crop A 5 percent Bioheat mandate in New
York City would require less than four-tenths of one percent of the nation’s soybean crop.
Moreover, eighty percent of that eight percent (and four-tenths of a percent) is soybean “meal,”
which is used exclusively for animal feed. Only 20 percent of the soybean is comprised of the
oil that goes into Twinkies and Snickers bars. :

Needless to say, we are still working to repair the damage done by this single article, which has
spawned dozens more news articles. While we are doing this, we are also working to educate
people about other aspects of sustainability that are important. I would like to mention a few of
those now.

! This estimate assumes 60 percent of the U.S. biodiese! market is met with soybeans, per 2008 U.S. Census data.




In terms of water use, all U.S. biodiesel production uses less water than is required to irrigate two
South Texas golf courses. On the crop side, soybeans require only one-fifth the amount of water
corn does. And according to a U.S. Department of Energy and U.S. Departmént of Agriculture
joint study, biodiesel produces 79 percent less waste water than the petroleum-diesel production
process and 96 percent less hazardous waste.

In terms of U.S. soybean farmers, GHG-friendly no till practices increased from 6 to 22% from
1990 to 2004. According to the U.S. Environmental Protection Agency, herbicides used today
are 10 times less toxic than those used before the 1990s. From 1990 to 2002 yields increased
from 34.1 to 42.7 bushels per acre and are expected to increase as much as 10 percent in the next -
two years due to new seed varieties. And, finally, it is important to remember that soybeans do
not require nitrogen fertilizer — unlike corn, they make their own nitrogen.

The primary way all these improved environmental practices can be measured is in biodiesel’s
so-called energy balance, which is to say how many units of energy are required to produce a
unit of biodiesel. Fewer passes with the tractor over the field and fewer chemical applications
made with the assistance of petroleum means less energy is needed to make biodiesel, resulting
in an improved energy balance. According to the National Renewable Energy Laboratory
(NREL), biodiesel’s net energy balance in 1992 was 3.2 to 1, meaning it takes one unit of energy
to produce 3.2 units of biodiesel. By contrast, according to the same NREL study, petroleum-
based diesel requires 1 unit of energy to create .83 units of energy. A USDA-funded study
released just last month, which uses the same test protocols as the 1992 study, indicates that
biodiesel’s energy balance has now increased to 4.56 to 1, meaning only one unit of energy is
needed to create more than five units of biodiesel. This is the highest energy balance of any
commercial fuel made in the United States.

Finally, I have been asked to comment on the Roundtable on Sustainable Palm Qil, or RSPO for
short. As you may know, a group of some 350 stakeholders — including palm growers, palm oil
processors, retailers, and 20 environmental and social development organizations — have come
together to create a set of principles and criteria that could be independently verified. This effort
has been fully up and running for about nine months now. In the interest of time, I will not speak
in depth about the protocols, but I will say that traditional critics of the palm industry, such as the
World Wildlife Fund, have endorsed the RSPO process. While, as an organization, the NBB has
not yet endorsed RSPO, this certification process is an approach that many view as an excellent
way of addressing their concerns. RSPO certification has, for example, been used by the
Hawaiian Electric Company with the endorsement of the Natural Resources Development
Council. :

Once again, I would like to thank the Chairman for his advocacy of biodiesel and for inviting me
to testify before the committee here today. If time permits, I would be pleased to answer any
questions members of the committee might have. '
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EXECUTIVE SUMMARY

Faced with dwindling fuel reserves and the intensifying impacts of climate change, society’s hopes for the
furure of our food and energy systems rest on the notion that we can produce renewable fuels. Yet a global
debare has erupted over the best sources of renewable energy. “Biofuel” proponents speak of meeting future
energy needs while raising farm incomes and renewing rural economies. Critics, however, warn that what
we are getting are “agrofuels,” produced in industrial systems that extract wealth out of communities and
pollute the environment.

Meanwhile, recent federal policies have mandated major increases in U.S. agrofuel consumption, causing us
to reach outside of our borders to countries such as Brazil to meet our demand. As the United States’
appetite for agrofuels continues to grow and other countries join this trend, the ecological and social foot-
print of agrofuel consumption will be increasingly felt throughout the wotld. Recognizing the growing inter-
dependency of our food and energy systems, this report addresses the agrofuels debate from a fresh perspec-
tive: that of communities who are trying to feed themselves.

Casc studies, testimonials from farmer and indigenous movements, and reports from international and U.S.
agencies demonstrate that the trend towards massive expansion of agrofuel production is the latest in a pro-
gression towards industrial agriculture and corporate consolidation of the world’s land, food, and warter
resources, This trend poses a particular threar to the community food security movement, which promotes
the right of all people in all communities “to obtain safe, culturally acceptable, nutritionally adequate diet(s)
through 2 sustainable food system that maximizes community self reliance and social justice.”!

This report exposes the threat of industrial-scale agrofuel production to community food security through
examination of the following arcas: Food Security and the Right to Food, Agricultural Workers’ Rights,
Community Economic Development, and Environment, This report is addressed to the many constituen-
cies within the community food sccurity movement, including antd-hunger advocates concerned by rising
food prices and dwindling food supplies; family farmers threatened by increased corporate control; and food
system activists, conservationists, and others working in the areas of health, environment, and justice.

Food Security & the Right {o Feod

"The right to food is already denied to the twenty per-
cent of the world’s population who are food insecure.?
Expansion of agrofuel producdon (including the indus-
wrial-scale production of “second generation” agrofuels)
will directly compete with community resources for
food production {e.g., land, water, and nutrients);
increase dependency on food imports; and perpetuate
an unregulated market for agricultural commodities
that neither guarantees food for all nor fair prices for
farmers.
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Agricultural Workers’ Rights

Human rights violations are prevalent in industrial agricultural fields today. The growth of agrofuel produc-
tion, which relies on large-scale plantations, will only perpetuate a system thac already disregards workers’
rights. Increased demand for agrofuel crops such as sugarcane and soy will likely lead to increased human
rights violations including slave wages, enslavement, and child labor, as well as increased incidences of sick-
nesses and deaths resulting from dangerous plantation work.

Community Economic Development

Agrofuels are often presented as a way of rescuing an industrial agriculture-based economy thac is deeply bro-
ken. The reality is thar the commedity markets themselves are broken. Withourt addressing corporate con-
centration, parity for family farmers, and the need for local food systems to feed communities, simply selling
more commodities for agrofuels will not reverse existing failures, nor will it bring lasting prosperity 1o rural
communities in the U.S. or abroad.

Environment

Agrofuels are promoted as a “green” technology, yet current production practices contribute to water deple-
tion, soil erosion, contamination by genetically modified organisms, and other environmental problems. The
refining process is also quite polluting, and the common placement of refineries in low-income communities
has raised serious environmental justice concerns. Furthermore, the net energy balance of agrofuels remains
subject to major debate, and as carbon-capturing forests are felled to make way for fuel crops, the result will

be increased, rather than decreased, greenhouse gas emissions.
Conclusions and Recommendations

The principles of community food security imply that fuel is not a priority over food, and governments’
actions to make it so undermine the world’s hungry and struggling rural communities. Unless the agrofuels
market builds new wealth that stays in rural economies, strengthens the social fabric of communities, and
builds greater resilience for an uncertain future, communities will gain very little from agrofuel production.

While this report focuses on industrial-scale agrofuels, there are examples of integrating sustainable energy

and agriculture that benefit community food security,
such as small farmer settlements in Brazil intercropping
energy and food crops and community farms in the U.S.
using locally-made biodiesel for farm machinery. Family
farmers, indigenous peoples, and environmentalists are
using these examples to further explore the connections
between sustainable energy, food security, and rural
development and to promote food and energy sovereign-
ty — the democratization of both food and energy sys-
tems. Below are key actions that focus on food security
and developing real sustainable energy solutions.
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What you can do to support community food security
and sustainable energy:

Sign your group/organization on to the moratorium on global agrofuels trade. For more information
and to sign on, contact the Rainforest Action Networlk: www ran.org.

Fell Congress that you do not support policies (c.g., subsidies, targets, and other measures) that increase
the production of industrial agrofuels.

Tell Congress that you want real market reforms for family farmers, including support for fair prices for
food and loosening of agribusiness’ control over our food and fuel markers.

Resist the threat to the hungry from increasing food prices and dwindling food supplies by advocating
for price stabilization and national food reserves.

Support sustainable agricultural practices that reduce energy consumption. Promote more localized food
systems to reduce food mileage.

Join with ecojustice and family farm movements throughout the world, such as the Movement of
Landless Rural Workers (MST) in Brazil and the Via Campesina global peasant network, that are
fighting back against agrofuel monoculitures.

Publicize the conflict of interest when agribusiness corporations gain greater control of the fuel industry,
and vice versa.

Organize your community to resist corporate control of local food and energy resources. Join movements
calling for enforcement and strengthening of anti-trust and anti-monopoly measures.

Focus the energy debate on conservation and energy consumption rates. No alternative to fossil fuels
will be able to meet current and future energy demands if we do not decrease our energy usage altogether
and put a major emphasis on conservation,

! Anne C. Bellows and Michael W, Hamm, “U.S.-Based Coramunity Food Security: Influences, Practice, Debate,” fonrnal for the
Study of Food and Society 6.1 (2002): 31-44,

2 Food and Agriculture Organization of the Unired Nations, State of Food Jnsecurizy in the World 2006 (Rome: UN FAQ, 2006), 06
December 2007 <http:/fwww.fac.orgidocrepf009/a0750e/a0750e00. htmes.

A Community Food Secuerity Porspective on Agrofuels 3



4 Fueling Disaster



Industrinl agrofuels are already exacting heavy costs on food security and rural communities around
the world. The anticipated increase in agrofuel production could lead to catastraphic impacts on
community food security. This report addresses these impacts and identifies actions that would
buffer communities from increased hunger; poverty, and environmental degradation.

INTRODUCTION

Faced with dwindling fuel reserves and the intensify-
ing impacts of climate change, the interdependency
of our food and energy systems is more appatent
than ever. Our global food system relies heavily on
fossil fuels and is a major producer of greenhouse
gases. At the same time, agriculture is proving to be
increasingly vulnerable to the erratic conditions
brought about by global climate change. On a glob-
al scale, people are realizing char energy has become
an agricultural issue.

Qur society’s hopes for the future of our foed and
energy systems rest on the notion that we can pro-
duce renewable fuels. Yet a global debate has erupt-
ed over the best sources of renewable energy. While
“biofuel” proponents speak of meeting future energy
needs while raising farm incomes and renewing rural
economics in the U.S. and internationally,? others
see ominous warning signs. Increasingly, global
attention is being paid to the facr that “green” energy
sources, when produced in an industrial model, may
create more harm than good. Critics quite properly
warn that what we are actually getting are “agrofu-
els,” produced in industrial systems that are as
extractive as the fuel refining process itself.

As the community food security movement in the
U.S. grapples with these issues, it has an imporeant
role to play in supporting holistic, sustainable, and
community-based sofutions to our global food, ener-
gy, and climare crises. In doing so, it must confront
the global agrofuel trend that is undermining the
goals of the community food security movement and
exacerbating the very problems the movement strives
to address,

This report addresses the agrofuels debate from a
fresh perspective: that of communities who are trying
to feed themselves. Viewed from the vantage point of
communirty food security, our analysis raises critical
questions abourt agrofuel production in an industrial
model. This report is addressed to the many con-
stituencies within the community food security
movement, including anti-hunger advocates con-

Why Cali___ Them Agrofuels"

Agmﬁmb are hqmd ﬁmls from blomass gxown ot
a Earge industrial agrlculture scaic Agm{:ucls are"-
-cuucntly produced From plants such as corn, 0:1 :
. pa.im, : soy, sugar canc, sugar.: bce:, rapesecd

'_ canola, ]atmpha'.nce, and, wheat as. Weﬂ as m-'_-_-

falsciy prcscnt :
:_s_u_s!:a;nab_le .a_nc[ _green

o 'L'ungu'ng'c iidaptcd'-ff:'q “Moratormm on U.S, lnccnnvcs::-
‘for Agrofur:ls, us.. Agroencrgy _Monocuimrcs and: Global;
fu v
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cerned by rising food prices and dwindling food sup-
plies; family farmers threatened by increased corpo-
rate control; and food system activists, conservation-
ists, and others working in the areas of health, envi-
ronment, and justice.

A Community Food Security Approach

The overarching goal of the community food securi-
ty movement is for ‘@il community residents to obtain
a safe, culturally acceptable, nutritionally adequare diet
through a sustainable food system that maximizes com-
munity self-reliance and social justice.”? Inherent in
this goal is respect for basic rights, including the uni-
versal right to food; the rights of farmers and agricul-
tural workers to fair wages and safe working condi-
tions; and communities’ rights of self-determination
and political voice in shaping their food and agricul-
ture systems. Community food security also priori-
tizes use of productive land o meer communities’
food needs through diversified, sustainable agricul-
ture based on ecological principles.

The community food security movement is a
response to the predominant corporate-driven food
system. This system is based on an industrial model
of agriculture that depletes the Earth while extracting
wealth from communities and fostering hunger and
poverty. This report argues that the trend rowards
massive expansion of agrofuel producrion is the latese
step in a progression towards industrialization and
corporate consolidation of the world’s land, food,
and water resources. Agrofuel production causes the
same environmental, healeh, and labor problems as
the industrial-scale production of other agricultural
commodities grown for food or food inputs (e.g.,
corn). The trend toward agrofuels, however, is par-
ticulatly alarming because of the rapid rate at which
farmland, forests, and other productive land are
being converted into fuel-crop monocultures, deplet-
ing precious resources such as water and topsoil in
the process. Equally troubling are the new alliances
being formed between agribusiness and energy con-
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glomerates that are actively working against the goals
of the community food security movement.

This report is not an argument against the use of
biomass for fuel, which has long played a role in
meeting society’s energy needs (e.g., growing fodder
for draft animals or burning dung and wood for
heat). Our main goal is to identify and denounce
the current threats to community food security from
industrial-scale agrofuels. From case studies, testi-
monials from farmer and indigenous movements,
and recent reports from international and U.S. agen-
cies, there is clear evidence that agrofuel production
is already exacting a heavy toll on community food

security.

The report presents evidence of the impacts of agro-
fuels in the following areas: Food Security and the
Right to Food, Agricultural Workers’ Rights,
Community Economic Development and the
Environment. Attention is given to the impacts of
agrofuels in both rich and poor countries, while
emphasizing those communities in poor countries
that are the most severely affected. While we prima-
rily focus on the impacts of agrofuels in the
Americas, the issues we analyze are part of a global
trend.

The report concludes that when agriculture is used
to fulfill fuel needs, it should be done from a com-
munity food security framework that includes
diverse, sustainable, community-based farming and
puts communities’ food needs first. Increasingly, the
community food security movement is pointing to
food sovereignty, the right of people to determine
their own food and agriculeural policies, as offering a

clear step forward in the food versus fuel debate.



BACKGROUND

Modern agrofuel development in the U.S. began
during the oil crisis that erupted in 19733 This set
the stage for development of a domestic agrofuel
industry, which included establishment of an import
tariff on ethanol to protect U.S. agrofuel
production,4 along with support for agrofuel facili-
ties, production-related paymensts, and exemption of
agrofuels from fuel-excise taxes.5 An estimated $5.5
billion ro $7.3 billion are spent annually in U.S.
agrofuel subsidies for ethanol and biodiesel.6 In
January 2007, President George W. Bush set a policy
direction to reduce gasoline consumprion by twenty
percent in 10 years through a fifteen percent substi-
tution of conventional gasoline with agrofuels and
five percent gasoline reduction through increased
fuel efficiency.” Since setting the “Twenty in Ten”
goal, a proliferation of additional federal and inter-
national agrofuel support programs have been pro-

posed.

The U.S. set a mandatory agrofuel target called the
Renewable Fuel Standard (RES) in the 2005 Energy
Bill. To meer the 2007 “Twenty in Ten” goal,
Congress is poised to increase the RFS and U.S.
cthanol infrastructure in the 2007 Encrgy Bill.3

Even with major expansion of the U.S. agrofuel
industry in recent years (from 2004 to 2005, there
was a twenty percent increase in agrofuel produc-
tion),? current levels of U.S. agrofucl-based fuel use
total only about three and a half percent of tortal
U.S. gas consumption.!® Agrofuel proponents and
critics alike agree that reaching the fifteen percent
target will require importing agrofuels from countries
where the ethanol industry and infrastructare is
more advanced, such as Brazil.!! To facilicate mass
importation of agrofuels, the Bush Administration s
currently working to process and impott agrofuels
via Central America, the Caribbean, and Mexico,
where regional trade agreements and bilateral memo-
randums of understanding circumvent the1973

ethanol import tariff.12 These anticipated sources
mean that sugarcane, corn, and palm oil will serve as
the primary means of agrofuel supply for the foresee-
able furure.

The U.S. will only continue turning to other regions
to meet its energy needs through agrofuels. Ina
March 2007 meeting between President Bush and
Brazilian President Lula, Brazil's agrofuel industry
and technology were the major topic of discussion,
indicating a strengthening alliance for Brazil-U.S.
agrofuel import.)? Other developments include
World Bank and Inter-American Development Bank
investment in research and policy development for
the growth of agrofuel production in Central and
South America.'¥ The United Staces’ appetite for
agrofuels continues to grow, and other countries are
seeing opportunities both to produce and consume
agrofuels. As these trends continue, the ecological
and social footprint of agrofuel consumption will be
increasingly felt throughout the world.
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ANALYSIS

THREATS TO FOOD SECURITY
AND THE RIGHT TO FOOD

The Right to Food

A fundamental principle of community food security
is access to safe, nutritions, and culturally appropriate
Jood for all peaple at all times. Similarly, the
International Convention on Economic, Social and
Culrural Rights (Article 11) codifies the right to food
and governments’ obligation to uphold it.13 The
right to food means having regular, permanent, and
unrescriceed access to food, through the means o
produce or to purchase food that is quanticatively
and qualitatively adequate. The right to food is
already denied to the twenty percent of the world’s
population who are food insecure.'® Expansion of
agrofuel production will only increase this number
and further challenge che values of community food
security.

The United Nations Special Rapporteur on the
Right to Food, Jean Ziegler, recently expressed greae
concern to the Human Rights Council that agrofuels
are contriburing to hunger.'? Ziegler states, “The
sudden, ill-conceived, rush to convert foed - such as
maize, wheat, sugar, and palm oil - into fuels is a
recipe for disaster. There are serious risks of creating
a battle between food and fuel that will leave the
poor and hungry in developing countries at the
mercy of rapidly rising prices for food, land and
water, If agro-industrial methods are pursued to turn
food into fuel, then there are risks that unemploy-
ment and violations of the right to food may
result...”'® Fuel crops use resources - land, water,
credit, labor - that could otherwise be dedicated to
food production, and cases of violations of the right
to food as a result of agrofuel production are already
surfacing, Zeigler notes that in Brazil, the aggressive
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production of ethanol is inhibiting the potential of
six million landless people to obtain land and pro-
duce food for their families. Similarly, in Africa, “it is
becoming clear that whenever agrofuels are on the
agenda, the pressure on farmers to leave their land
intensifies.”1? The agrofuel industry is even
prospecting countries facing famine, such as
Ethiopia, where vast tracks of land are now being
granted to foreign companies to produce energy for
export to Europe.20

A Broken System

In the last century, agricultural industrialization and
supportive trade and agriculture policies, including
the U.S. Farm Bill, have moved in the opposite
direction from community-based food systems and
the reality of food for all. The dominant agriculeural
model relies on the markee o set prices for commod-
ity foods and, ostensibly, to keep those prices low
enough to “feed the world.” Yert the continuing
prevalence of hunger worldwide clearly shows that
the market approach hasn't succeeded in feeding the
world, let alone in providing adequarte income to

sustain family farmers and rural livelihoods.

It is clear that the industrialization of agrofuels is an
extension of a failed market approach to agriculture
that has and will result in corporate concentration,
unstable prices for farmers, and more hunger. Under
the current system, agrofuels have become one more
end product, like meat or processed foods, compet-
ing for the global supply of raw commodities.
Inereased competition for corn as the raw material
for corn-based ethanol, for example, has already
resulted in higher corn prices which, combined with
high oil prices, has contributed to recent increases in
food prices.2!



Higher retail food prices, however, are not reflected
in prices paid to growers, especially for growers who
produce raw commodities rather than food crops.
Recent price spikes will not create any lasting solu-
tion for family farmers, who face skyrocketing costs
for fuel, fertilizer, and other inputs, and who are ar
the mercy of a volatile marketplace in which prices
could change at any moment. Historically, due to
farmers’ lack of market power, each time the prices
paid to farmers have risen, input suppliers or buyers
have found ways to increase farmers’ costs.2223 The
USDA Economic Research Service (ERS) predicts
that agrofuels will have far-reaching effects through-
out the U.S. agricultural sector, including increased
volatility of crop prices and reduced supplies of crops
for food.2¢ The U.S. currently only holds a few
months’ worth of grain reserve as a buffer against
production shortfalls, natural disasters or other
shocks. This creates an even more precarious situa-
tion for farmers and consumers alike. The increased
volatility of the U.S. food system spurred by the
agrofuels boom is coming at a time when many
community food and family farm allies are advocat-
ing for just the opposite — 2 sound food and farming
system that ensures fair, stable prices for producers while
maintaining secuve access to affordable food for con-
sumers. Such a system would include infrastructure
to move fresh foods to local markers, as well as

strategic reserves for storable foods such as grains.2s

The threat that agrofuels pose to food security is not
so much the increases in crop prices as it is the per-
petuation of an unregulated market for food com-
modities that makes no guarantee that everyone will
get enough food. The world’s poor — both consumers
and producers — are the most vulnerable in this mar-

ket-driven food system.

increased Dependency
on Food Imports

A primary concern impacting the right to food is
that the increased land use for agrofuel production

will make more people increasingly reliant on food
purchases or food aid, as communities will be lesg
able to produce food for themselves.?¢ Short-term
projections by the UN Food and Agriculture
Organization (FAO) calculate that the poorest coun-
tries will see their cereal import bill increase by one
quarter over the course of a scason, spurred by
demand for agrofuel.?” The USDA ERS also pre-
dicts that ethanol expansion in the U.S. will impact

countries that import U.S. food.2s

The recent uproar over tortilla prices in Mexico is 2
dramatic example of the long-term impact of mar-
ket-driven agricuftural trade policies compounded by
competition of agrofuels for global commedity sup-
plies. Mexico has become increasingly dependent on
U.S. corn since the passage of the North American
Free Trade Agreement (NAFTA) in 1994. NAFTA
pushed through industry and land reforms that
resulted in increased food and agriculture industry
concentration, fewer small farmers able to feed them-
selves, and greater dependency on food imports.2.30
Given this framework, it came as no surprise this
past year that as corn prices increased in the global
marker, the price for corn tortillas skyrocketed in
Mexico. Increased demand for agrofuels is one of
the major reasons cited for this price spike, along
with speculation and hoarding by agroindustrial
monopolies and increased energy costs.3! Price
spikes were an especially great assault on the poor,
who most rely on corn tortillas as a staple food.32
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The tortilla price crisis was particularly alarming
because Mexico’s capacity for domestic food produc-
tion has been eroded by the passage of NAFTA, leav-
ing local communities even more food insecure.
Throughout the world, development of agrofuel
markets exacerbates the erosion of local food produc-
tion by shifting food supplies and agricultural
resources to energy production for the global market.
In South Africa, where corn is a critical staple food
for the poor, its availabiliy has plummeted and
prices have increased because of the country’s ethanol
push.3 In Argentina, the agrofuel boom is further
driving the production of soy, accelerating the rate at
which staple food crops are being replaced with
agroindustrial commodities.?® In Indonesia, the very
communities who are producing palm oil for the
global agrofuel market cannot afford the same palm
oil for their basic cooking needs.?

Not only does increased competition for commodi-
ties decrease food access for the poor, increased com-
petition coupled with the lack of food reserves make
it harder to respond to emergencies such as wars and
droughts that require food aid. UN agencies, U.S.
government agencies, and prominent charitable food
programs?¢ have all recently testified to the dramaric
increases in food prices as well as shipping costs,
with drastic consequences for the amount of food aid
available to the hungry of the world.

Second Generation Agrofuels
as the Answer?

Agrofuel proponents often claim chac any food secu-
rity threats posed by agrofuels today will be mitigat-
ed by the development of “second generation” agro-
fuels derived from fast-growing trees and grasses in
the future. These second generation agrofuels will
not undermine food securicy, they argue, because
they will be derived from non-food crops and can be
planted on marginal land so as not to compete with
food crops for more productive land. What they fail
to mention, however, is that these crops, even if they
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are not food crops per se, will continue to compete
for the very same resources as food crops (e.g., water,
nutrients, and even land). According to Eric Hole-
Giménez of Food First, “The issue of which crops
are converted to fuel is irrelevant. Wild plants culei-
vated as fuel crops won't have a smaller ‘environmen-
tal footprint.” They will rapidly migrate from
hedgerows and woodlots onto arable lands to be
intensively cultivated like any other industrial crop,
with all the associated environmental externalicies.”?
The bottom line is that any industrial agricultural
production - whether corn or switchgrass - that
attempts to produce large quantities of agrofuel stock
for the global marketplace will compromise the
resources available for food production.

AGRICULTURAL
WORKERS RIGHTS

Fundamental principles of community food security
are fair wages, decent working conditions, and sustain-
able livelihoods for farmers and food system workers
altke. Human righes violations are prevalent in indus-
teial agricultural fields today. As we have seen, the
growth of agrofuel production and development will
only perpetuate a system that already disregards
workers rights. The cost to human lives and dignity
as a result of these human rights violations remains
mostly invisible, because the effects are predominant-
ly felt by marginalized people in developing coun-
tries.
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Research on the connections between agrofuel pro-
duction and human rights is in preliminary stages,
but initial reports are alarming. The situation on
sugarcane plantations, where the majority of Latin
American agrofuel biomass is grown, is among the
most well-documented. These examples are not
exclusively drawn from agrofuel-dedicated planta-
tions, but these cases clearly demonstrate the current
reality for many plantation workers - and what more
we can expect from increasing agrofuel production.

The majority of agricultural workers are landless
migrants from the poorest regions of countries like
Brazil, or migrant workers who travel from a poor
country to a more agricuiturally developed neighbor
(e.g., from Nicaragua to Costa Rica). They have lit-
tle power to negotiate wages, hours, or working con-
ditions, and are often forced to live under the param-
eters of the plantation since they have no home of
their own. Some governments have laws on the
books to protect agricultural wortkers, but they are
rarely enforced. In Costa Rica, for example, where
Nicaraguans annually migrate for the sugarcane har-
vest, wages are generally based on tons harvested,
and usually do not equal the legally-mandated mini-
mum daily wage.? In Brazil, workers in the largest
ethanol-producing state, S50 Paulo, are also paid by
the ton, earning $1.20 per ton harvested. Sugarcane
plantacions st a typical daily quota of ten to fificen
tons, which, harvested by hand, translaces to a back-
breaking thirty swings of the scythe per minute for
eight hours -- and enly a minimal monthly salary.3?
While some reports highlight these wages as a good
deal for migrant workers given the lack of other
options,”® on-the-ground human rights investiga-
tions uncover that most sugarcane workers cannot
meert the quotas. Not only do they then not receive
their monthly pay, this is often used as grounds for
firing, often without retroactive pay.1!

The most atrocious reporis coming from the agrofuel
fields are cases of slavery and child labor. In June
2007, Brazil’s Ministry of Labor uncovered 1,108

workers living under slave conditions in a sugarcane

plantacion in the Amazon.#> An earlier Greenpeace
repore revealed slave labor on soybean plantations,
also in the Amazon.® The conditions on these plan-
tations included being paid with food, harvesting
equipment, and lodging before being paid wages.
Under these conditions, workers remain in debt to
plantation owners and are unable to earn their way
out of debt. In Bolivia, the sugarcane industry is
notorious for using child labor on plantations. One
study found that 7,000 children and adolescenes
work in the fields. The youngest are categorized as
“helpers,” while adolescents cut sugarcane up to

twelve hours a day, sometimes without pay.t4

The working and living conditions for agrofuel
workers are extremely harsh with regards to healch.
The standard method of sugarcane harvest is to burn
the fields before cutting the cane. The resulting poor
air quality has led o cases of asthma, bronchial ill-
nesses, headaches, burns and dehiydration in both
workers and their families living on or near the plan-
tation.?> A Brazilian worker describes the work of
cutting sugarcane, saying, “By the end of the day,
your entire body hurts so much you think you are
going to die.”¢ From 2005 to 2006, 17 workers in
Brazil died from pure exhaustion, and in 2005, 450
deaths of Brazilian sugarcane workers were officially
reported from assassinations, accidents, health-relat-
ed conditions and burns. Some estimates indicate
that between 2002 and 2006, 1,300 sugarcane work-
ers died from these combined causes. 47
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COMMUNITY ECONOMIC
DEVELOPMENT

A critical component of community food security is
“u sustainable food system that maximizes community
self-reliance and social justice.” This means a food sys-
tem that is adapted to local ecology and culture; is
responsive to diverse community needs; and fosters equi-
table access to healthy, culturally appropriate food.
These principles are currently being violated by an
extractive food and fuel economy in which wealth
and resources are drained from communities to serve
cotporate interests. Agrofuels are often presented as a
way of rescuing an industrial agriculture-based econ-
omy that is deeply broken. Yet the commodity mar-
kets themselves are broken. Simply selling more
grains will not reverse these failures, nor will it bring
lasting prosperity to rural communities in the U.S.

or abroad.

Rural Community Survival

Commodity markets are exceptionally efficient at
extracting wealth from rural areas. In the U.S.,
farmers have doubled productivity since 1969, while
net farm income fell from $40 billion to $6 billion
{in 2005 dollars).®8 Federal farm subsidies help 10
compensate for these losses, but they do not solve
the underlying problems. Faced with difficult cir-
cumstances, farmers are often encouraged ro take on
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more debt than local credit sources can sustain.
When farmers pay interest on these loans, they ship
far more dollars out of the community than subsidies
can replace.# Although some farms may prosper,
the region as 2 whole is weakened. As a result, rural
communities find themselves depleted by commaodi-
ty markets. Already, ethanol facrories have stareed to
close, ironically squeezed by rising prices of corn and
fossil fuel on one side and the lack of distribution
infrastructure on the other.5¢

The situation is similar internationally. Agrofuel
production offers little benefit or foundation for
rural economies and communities. Brazil is one of
the best case studies for understanding what happens
when industrial agriculture becomes the basis for a
rural economy. Decades of large-scale agricultural
production have led to increasing concentration of
land ownership in a few hands and massive exodus
of small farmers. The expansion of agrofuel produc-
tion is causing even more dramatic disappearances --
not only of farmers, burt of entire rural villages and
communities. In the Amazon, soy plantations are
buying out whole communities.3' In norcheast and
southern Brazil, expansion of sugarcane planrations
is plowing through rural areas, leaving no sign of the
pre-existing communities except for community
members that end up working on the plantations.5?
In Colombia, the government has given away large
tracts of indigenous Afro-Colombian peasants’ land
to paramilitary group for the production of palm
oil.33 Such exploitive practices, of course, are not
new. The point is that increased industrial agrofuel
production only exacerbates them, in the absence of

democratic channels for local resource planning,

Agrofuels further skew the balance of agricultural
development towards large producers who do not
feed the local community. Local transactions that
could cycle resources and wealth within rural locales
are not favored by existing economic infrastructure -
including tax policies, lending, and distribution
channels. In Brazil, programs that encourage family



farmers to grow agrofuel crops have been touted as
an example for che U.S. to follow. Evidence shows,
however, that family farmers in Brazil would rather
have government support for growing food.54

Some agrofuel proponents state that agrofuels could
spell a real win for developing countries if they result
in less “dumping” of agricultural commodities into
local markets, as corn and soybeans are diverred for
fuel production.’s The fact is that much more
would be needed to renew rural economies devastat-
ed from years of exploitative agricultural policies,
and agrofuels only make a bad situation worse.
National agricultural markets in Mexico, for exam-
ple, are so decimated from years of dumping under
the North American Free Trade Agreement, that
becoming food self-reliant would require investment
in agricultural development for food production and
a reversal of trade policies. This is a very unlikely
scenario, particularly when agricultural investment
dollars are instead growing for agrofuel production
and decreasing for food production. The real issues
are the extractive economic model and continued
fluctuation of commaodity prices, both of which will
only continue under the new agrofuel markers,56
that prevent family farmers around the world from

having secure livelihoods.

Agrofuel Industry and
Corporate Concentration

Industrial agrofuel development takes communities
off the pach toward self-reliance by placing decision-
making power in the hands of those outside the
community. Governments and corporations are
investing billions of dollars in agrofuel production,
and food and energy companics are forming new
partnerships. According to Miguel Altieri,
University of California at Berkeley professor, these
new food and fuel alliances are in a position to
decide the future of the world’s agricultural land-
scapes. Alcieri explains thar the agrofuel boom con-
solidates corporations’ control over our food and fuel

systems and allows them to decide what will be
grown, the modes of production, and the global sup-
ply of food and agrofuel. Corporations’ concern will
not be for the communities invisible to the marker,
and the result will be more rural poverty, environ-

mental descruction, and hunger.57

The ultimate beneficiaries of the agrofuel revolution
will not be rural communitices, small farmers, or con-
sumers, they will be major grain merchants including
Cargill, ADM and Bunge; petroleum companies like
BP, Shell, and Chevron; and biotech corporations
such as Monsanto, DuPont, and Syngenta. We see
the move towards corporate consolidation already
with processing facilities. While 34% of U.S. ethanol
plants are currently owned by farmer associations,
88% of newer facilities are owned by large corpora-
tions.’ Clearly, small farmers are not the main ben-
eficiaries of the agrofuels trend, as the agrofuels
industry would have us believe. Instead, the very
same megacorporations that the community food
security movement has fong been up against are now
behind this agrofuel push - and new, powerful
alliances are forming across industry sectots to pro-
mote the agrofuel agenda.
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ENVIRONMENT: THE
EROSION OF RESOURCES
FOR COMMUNITY FOOD
SECURITY

The community food security movement is dedicat-
ed to good food, clean water, fertile soil, healthful crops
and sustainable agricultural practices. These values can
only be realized through « food system based on
diverse, agroecological, community-based family farm-
ing and small-scale agriculture.

Agrofuels are promoted as environmentally-friendly
“green” technology. But while there is proven tech-
nology to convert biomass to energy, there arc major
challenges to implementing such technology in a
way that conserves resources and has a positive envi-

ronmental impact. The industrial agrofuel model is

not meeting those challenges.

An analysis of Brazil’s expanded ethanol program
demonstrates that continuing Brazil's program will
create a social and ecological disaster.?® Agrofuel
production simply expands the number of hectares
in large-scale industrial agriculwure production, and
leaves intact the underlying social problems of land-
lessness, hunger, and joblessness. Industrial agricul-
ture increases chemical inputs, soil erosion, water
use, and pollution. Ultimately, more acreage in
industrial agrofuel production will lead to greater
environmental degradation - further contributing to
social problems and poverty.
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Impacts on Community Food Resources

Water depletion, soil erosion, contamination by
genetic modification, and pollution are just some of
the specific ecological crises that will be exacerbated
by agrofuel production.

Forty percent of the world’s population currently
experiences water shortages. Aquifer depletion,
drought, and dry riverbeds are challenges many com-
munities already face, while water needs continue to
grow worldwide. Growing crops for fuel and agrofu-
el processing will cause an even greater strain on
water resources. The International Water
Management Institute analyzed the impact of agro-
fuels on water availability and found that in India
and China, the increasing production of sugarcane
and corn for ethanol is resulting in water transfers
from water-abundant to water-scarce areas. The
study concludes, “These [water transfet] projects are
controversial because of their costs, environmental
impacts, and number of displaced people by big
dams. Unless other less water-intensive alternartives
are considered, biofuels are not environmentally sus-
tainable.”6t

Using biomass as a fuel source - which can mean
removing whole-plant top growth from fields - has
the potential to quickly deplete soil productivity if
not replaced by other organic matter. When high
prices cause more acres to be planted with year-
round monocultures instead of healthy crop rota-
tions, agrofuel production will prove damaging to
long-term soil productivity. According to the
Ontario Ministry of Agriculture, “Organic matter is
key to soil productivity. If we allow it to be depleted,
there might be a short-term financial gain, but we'll
be faced with compaction, poor soil structure and
many other long-term soil quality issues.”s!

Increased agrofuel production will further threaten
food supply through expansion of so-called “green



deseres” - huge swaths of land planted with a single
crop: one which is usually a sterile hybrid, and often
genetically modified. In the fast century, 75% of the
world’s crop diversity has been lost, primarily due to
large-scale production of a handful of crops.s2
Further land conversion to production of agrofuel
monocultures accelerates the loss of genetic diversity
in our food stocks. Crop diversity, especially in-situ,
is important for buffering the impacts of the crop
diseases, pests, and climate change on local and glob-

al food supplies.

There are already grave concerns over the safety of
genetically modified (GM) food crops. The agrofuel
boom is a2 major opportunity for the biotech indus-
try 1o further expand its reach over the agricultural
sector, and biotech companies are in the midst of
developing and patenting a host of new GM agrofuel
crops to complement what is already being grown in
the fields. For example, Monsanto plans to sell a
GM maize variety with high starch content for
ethanol production and a GM sugarcane variety
resistant to its RoundUp Ready pesticide.83 Biotech
companies are also pushing to lift 2 ban on genetic
seed sterilization, more commonly known as
Terminator Technology, in the name of “contain-
ment” of GM crops to prevent generic contamina-
ton. Furthermore, the promise of cellulose-based
“second generation” agrofuels is being built around
the “promise” of genetically-modified microbes and
synthetic biology, since current conversion processes
are not cfficient enough to be commercially
viable.64.65

Environmental Justice

The health of all humans is tied inextricably to the
health of the environment, but low-income commu-
nities are often most vulnerable to repercussions of
environmental degradation. For reasons that mirror
the controversial situating of sewage treatment plants
or oil refineries in low-income communidies, the
agrofuel industry has now come under scrutiny for

environmental justice concerns. Both existing and
new ethanol refineries are predominancly located in
low-income communities.56 Ethanol plants are in
the top 20% of the worst U.S. facilities for emissions
of recognized carcinogens. The refining process
releases carbon monoxide, sulfur dioxide, particulate
matter, fine particulace matter, volatile organic com-
pounds, and nitrogen oxide. The resulting smog
causes respiratory damage, asthma, and cancer.67.68
As new findings aze just beginning to emerge in this
area, new plants and several existing ones are already
meeting increased resistance by those citizens fight-
ing for environmental justice.s?

Food Security vs. Climatie Change?

Climate change is a serious community food security
concern. Real solutions will be required to alleviarte
the predicted impacts on food production, especially
in vulnerable regions of the global South. Agrofuels
are promoted as part of the solution to mitigate cli-
mate change. However, there is still a great deal of
debate over the ner energy balance of agrofuels -
some studies have found that agrofuels (particularly
corn ethanol) have a net energy loss due to inputs
and processing,”® while others have showed an ener-
gy gain.”! Even in the lateer studies, however, net
energy gain is minimal, demonstrating that agrofucls
are not going to eliminate our reliance on carbon-
burning fossil fuels any time soon.

Industrial agrofuel production requires major agri-
cultural inputs including energy-intensive fertilizer
and pesticides.”? Planting and harvesting are done
by machinery powered by conventional fuels.
Converting plant biomass into liquid fuel produces
significant greenhouse gas emissions,” while trans-
port to markets further raises fossil fuel use.
Furthermore, as carbon-capturing forests are felled to
make way for fuel crops, carbon emissions will
increase, not decrease.”4 Increased deforestation not
only contributes to climate change, it also destroys a
vital community food resource.
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CONCLUSIONS AND RECOMMENDATIONS

Today, the industrial production of agrofuels is not
aligned with community food security nor is it sus-
tainable.7s Agrofuels are another step in the indus-
trial-corporate transformation of our energy and
food systems that further takes control of food and
fuel resources away from communities. The princi-
ples of community food security imply that fuel is
not a priority over food, and governments’ actions to
make it so undermine the world’s hungry and strug-
gling rural communities. Unless the agrofuels mar-
ket builds new wealch thart stays in rural communi-
ties, strengthens the social fabric of communities and
builds greater resilience for an uncerrain furare, rural
communities will gain very little from agrofuel pro-
duction.

There are some proposals that insist that increasing
the use of agrofuels, with safeguards to protect the
environment and family farmers, will bring the pos-
sibility of a rural revitalization (primarily in the
U.S5.}.7 This might be true in an ideal agrarian con-
text, but that is not the reality today. Many condi-
tions and policies would be needed to allow agrofuels
to be a foundation for rural revitalization in the
U.S., including fair prices that actually go to farmers
and farm workers; a national system of grain
reserves; local use of feedstock and fuel; and local

ownership of processing plants. This scenario is just
as far from reality in the international contexr.
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The values of community food security and sustain-
able energy are not opposed; in fact, the two are very
much interrelated.?7 Although this report has’
focused on industrial-scale agrofuels, it is important
to point out that many communities have taken
their energy needs into their own hands. New ways
of integrating sustainable encrgy and agriculture that
benefit community food security are surfacing, from
small farmer settlements in Brazil intercropping
energy and food crops, to community farms in the
U.S. using locally made biodiesel for farm machin-
ery. Small farmers, indigenous peoples, and environ-
mentalists are using these examples to further explore
the connections between sustainable energy, food
security, and rural development. A powerful exam-
ple from the global South is a proposal for a new
sustainable development paradigm that combines
food sovereignty and energy sovereignty - the democ-
ratization of both food and energy systems.?

Food sovereignty and the building of local food sys-
tems can do more for climate change mitigation and
feeding people than industrial agrofuel production
can.” Around the world, small farmers are calling
for local agricultural development that would bolster
small-scale production of sustainable energy for local
use under local control and prioritize food in diverse,
agro-ecological farming systems. Creating and sup-
porting local food systems plays a viral role in local
development (including for sustainable energy). If
rural communities could make policy for themselves,
the most rational way for them to invest would be in
creating green energy systems that fuel local food
production. This would reduce living costs and
build greater self-reliance. Further community bene-
fits would include reducing the costs of shipping
fuels great distances, and removing the need to
defend foreign production and distribution channels.
The next steps needed to counter the tremendous

impact of agrofuels on community food security
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include short-term changes to stave off immediare
damage, and longer-term shifts in rural development
and agricultural policies that work towards 2 com-
munity food security vision. Immediate action is
needed to soften the blow of U.S. agrofuel policy on
communities in the U.S. and around the world.
Alliance building and organizing with global South
and North networks and movements are needed to
bring abourt fucure shifts in sustainable food and
encrgy systems. Lastly, participatory and transparent
dialogue is needed to bring critical issues like energy

consumption into the agrofuel discussion. Below are
key actions that address this range of recommenda-
tions.

What you can do to support
community food security and
sustainable energy:

= Sign your group/organization on to the morato-
rium on global agrofuels trade. For more infor-
mation and to sign on, contact the Rainforest
Action Network: www.ran.org.

«  Tell Congress that you do not support policies
(e.g., subsidies, targets, and other measures) that
increase the production of industrial agrofuels.

+  Tell Congress that you want real market reforms
for family farmerss, including suppost for fair
prices for food and loosening of agribusiness’
control aver our food and fuel markets.

*  Resist the threat to the hungry from increasing
food prices and dwindling food supplies by

advocarting for price stabilization and national
food reserves.

*  Support sustainable agricultural practices that
reduce energy consumption. Promote more
localized food systems to reduce food mileage.

o Join with ecojustice and family farm movements
throughout the world, such as the Movement of
Landless Rural Workers (MST) in Brazil and the
Via Campesina global peasant network, that are
fighting back against agrofuel monocultures.

= Publicize the conflict of interest when agribusi-
ness corporations gain greater control of the fuel
indusery, and vice versa.

¢« Organize your community to resist corporate
control of local food and energy resources. Join
movements calling for enforcement and
strengthening of anti-trust and anti-monopoly
measures.

+  Focus the energy debate on conservation and
energy consumption rates. No alternative to fos-
sil fuels will be able to meet current and furure
energy demands if we do not decrease our ener-
gy usage altogether and put a major emphasis on
conservation.

A broad network of social and environmencal move-
ments is working hard to make the vision of locai-
ized, community-based food systems a realicy. If we
do not buffer communities from the effects of agro-
fuel production, their efforts will be greatly compro-
mised. [mmediate action is needed to prevent gov-
ernments around the world from setting and imple-
menting targets requiring increased production and
importation of agrofuels. It is time to bring the
attention of governments and the public back to the
importance of true food and energy security. It is
time to develop real and sustainable solutions rather
than painful policies that hurt farmers, the environ-
ment and the poor and hungry.
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Testimony of Richard Nelson before the Committee on Environmental Protection
February 25, 2009, 10 a.m.

Good morning/afternoon Chairman Gennaro and members of the committee. Thank you for the
opportunity to come before you today and offer testimony concerning one important issue
currently facing the biodiesel industry.

My name is Richard Nelson and I currently serve with the Center for Sustainable Energy at
Kansas State University. In addition, I am principal of Enersol Resources, a private energy and
environmental consulting firm. I have been associated with applied research and assessment of
bioenergy feedstocks and land base utilization for over 19 years and have served as a consultant
to the National Renewable Energy Laboratory, Oak Ridge National Laboratory, Idaho National
Laboratory, the Western Governors® Association, and a variety of private entities, mostly
focusing on bioenergy feedstock energy and environmental assessment, in particular sustainable
biomass production.

My purpose before this committee is to address issues related to land use for biofuel production,
specifically those related to biodiesel. First of all, I would like to state upfront that converting
rainforests for production of agricultural commodity crops of any kind makes absolutely no
sense whatsoever from many different perspectives. The same can certainly be said of
“removing” land and feed grains and/or oilseeds from the market for biofuel production at the
expense of feeding the world’s population.. Without question, preserving the natural resources
and environmental and ecological services of our land is critical to the future of our society.

There are two important points 1 wish to make here at the beginning of my presentation that have
direct bearing on the issue of land use change, direct and indirect. First, in the public discussion
of indirect land use, land is, for the most part, perceived as basically homogeneous; by all means
it certainly is not. Land bases differ by their individual chemical and physical characteristics as
well as local climate conditions (precipitation, sunlight, etc.), all of which affect how they are
utilized and managed which coupled together can make a world of difference in their sustained
productivity. Within the larger discussion of biofuels development, including land use, it’s time
to get very real about exactly what land bases we are considering in order to get a clearer picture
about sustainable biodiesel development. This has not really been done on a refined regional or
localized scale. '

The second point I would like to make, which builds upon the previous one, involves how I
believe the biodiesel industry, and in particular, soybean-based biodiesel, is being unfairly
painted as carrying a large burden of unsustainable global land management. No other industry
has been held accountable by regulators for actions that occur in the global economy beyond the
control of its operators. So I ask the following question: To what extent should biofuels be
burdened with some or all other factors concerning land use change and global land
management? To start with, I believe it’s vitally important to establish what actually constitutes
a “baseline” condition regarding the global food, feed, and fiber supply (e.g., without US and/or
global biofuel production) and their affects on global land management, pro and con. This is an
extremely important point I believe and one that absolutely must be addressed. For example,
Michael Wang of Argonne National Laboratory pointed out the Searchinger article wasn’t clear



what baseline, if any, was used in the analysis. This type of data is absolutely critical as we
discuss sustainable biofuel development. Understanding local agronomic, economic, and
political factors affecting land use decisions and the factors that lead to land degradation and
land loss via unsustainable farming is crucial. As an example of this, a recent paper suggests
ineffective and impoverished economies, failed political systems, lack of agricultural technology
transfer to developing countries, and ill-conceived agricultural and trade policies are the real
culprits.' This is definitely something to consider.

On the more technical side, due to my work in biofuel production and land base sustainability,
four areas immediately come to mind that need to be both considered and deserve further
analysis and research.

Yield improvements are extremely important to sustainable biofuel feedstock production and
have a direct impact upon land base utilization. From 1990 to 2007 US soybean yields increased
from 34.1 to 41.7 bushels per acre (a 22.3% increase) and are expected to increase as much as
10 percent in the next two years due to new seed varieties. Gaining productivity on the same
acres/land base will only help increase the sustainability of oil and meal production from
soybeans.

New crops (new to the biofuel world) such as high-yielding oilseeds like Camelina, Brassica
Juncea, and others may provide sustainable sources of oils with less energy inputs thereby
increasing the energy-profit ratio (renewable energy output versus fossil fuel input), provide
environmental enhancements such as improved soil tilth to the land bases upon which they are
grown, and also potentially provide a greater return to the rural landowner. In addition, the
hottest research area in biofuels involves production of oil from algae. This isn’t quite at the
large-scale commercial stage as of today, but does have tremendous potential to significantly
increase the oil supply without impacting the land base.

Double cropping — In certain geoclimatic areas of the US, it is possible to “double crop”
soybeans with a small-grain crop such as winter wheat. Soybeans are no-till planted
immediately after winter wheat harvest. This makes utilization of the same acreage for two
annual crops, versus only one, possible. And in the case of growing soybeans directly behind
winter wheat, they, as a legume, provide a replenishment of nitrogen to the soil which helps
maintain and/or increase soil quality/productivity. In this case, no “extra” land would be
required for biodiesel feedstock production.

Potential Utilization of Underutilized/Marginal lands — One overlooked aspect associated with
increasing the biodiesel supply is the utilization of underutilized/marginal lands which are
generally defined as not being able to support sustained commodity crop production due to a
variety of reasons such as low rainfall, depleted soils, etc., but very well may be able to provide a
sustainable base for biodiesel feedstock production when paired with one or more of the new
crops mentioned above, which have fewer nutritional needs and have greater drought tolerance.
Planting high-yielding oilseed crops on marginal acreages will very likely provide for land base

' GEIST,H.]. & LAMBIN, EF., 2002, Proximate Causes and Underlying Driving Forces of Tropical Deforestation,
BioScience, 52(2), pp. 143-50.



enhancement/improvement due to less soil erosion and subsequently less carbon loss and water
runoff, as well as an overall improvement in soil tilth due to annual cover. Given these
attributes, biodiesel feedstock production on these types of lands would definitely be a good
thing for air, soil, and water quality. In Kansas we currently have a dedicated effort to
investigate use of all types of underutilized/marginal acreages for many types of bioenergy
feedstock production and see how they affect environmental quality, pro and con. This, to me, is
extremely important area we really need to consider and begin to earnestly analyze nationally.

The science of indirect land-use change is certainly in its infancy and is highly uncertain.
Analysis of indirect GHG emissions with respect to biofuel development requires an intimate
understanding of a myriad of global agricultural, economic and trade, commodities and demand,
social, and political issues and effects. Even among researchers who agree indirect land use
change effects of biofuels should and can be analyzed, the disparity in the estimates of these
effects is absolutely huge. A recent study by researchers at Purdue University concluded, for
example, land use emissions associated with expanded com ethanol production under the US
RFS was nearly four and one-half times lower than the estimates reported by Searchingf:r.2 This,
to me, proves conclusively, far and wide differences exist in how the issue of indirect land use
change is viewed. Upon review, I personally found the data and assumptions used by the Purdue
University researchers more realistic than those used by Searchinger et al. In addition, California
is currently planning to include a factor for indirect land use which, even upon inclusion, will
likely still make biodiesel from soybeans about 40 percent better than petroleum in terms of
GHG emissions.

Biofuels definitely need to be part of the overall energy security solution and I certainly feel they
should not unnecessarily be burdened with the whole of problems in global land management
due to increased energy and environmental needs and concerns worldwide. I would also like to
emphasize, that in my opinion, reliance upon a single analysis or two by individuals, parties, or
organizations concerning how to account for indirect land use, such as the one advanced by
Searchinger et al. is premature and really makes no sense given the other many analyses.

The number and type of factors that drive land use expansion worldwide are numerous and
extremely complex and as I have shown earlier, wide variations in land use emissions exist. So,
if I were to make one recommendation to policy makers today, it would be to rely on the current
scientific consensus until such time as a new consensus based on sound scientific research (and
possibly a worldwide standard from the International Standards Organization) is developed and
realize we as a scientific community are still researching and investigating this issue.

Again, thank you for the opportunity to address this committee. If time permits, I would be
pleased to answer any questions members of the committee might have.

2 Tyner, W.; Taheripour, F.; Balso, W. Land use change carbon emissions due to US Ethanol Production.”
Department of Agricultural Economics, Purdue University. Revision 3 Draft. January 2009.
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Sustainability of Biofuels
February 25, 2609

Good morping Chairman Genatro and members of the Environmental Protection Commiitee.
My name is Michael Seilback, VP Public Policy & Communications for the American Lung
Association in New York.

Today, you have heard and will continue to hear a lot about feed stocks, life cycles and carbon
footprints. 1 hope you will indulge me as I veer a little off that course. As we sit here today,
over one million New York City residents have been diagnosed with asthma, including 320,000
children. I want to speak a little this morning about them and the struggles that many of them
face daily to breathe.

New Yorkers are exposed to some of the most unhealthy air poltution levels in the country, Year
after year the American Lung Association State of the Air report shows that the outdoor air
quality in the five boroughs is toxic. The State of the Air report is a county-by-county report card
on the two most pervasive air poilutants: particle pollution (soot) and ozone (smog). Long term
exposure to both of these polluiants can permanently damage lung tissue and has been shown to
shorten lives.

In order to significantly improve the air quality right here in New York City, our Association has
long advocated for cleaning up home heating oil. The combustion of sulfur-laden home heating
oil coniributes significantly to the high ambient concentrations of ozone and fine particles found
in New York State ~ particularly in New York City and all of the surrounding counties. To that
end, we are strong advocates for the use of bicdiesel in the home heating sector to address this
significant source of pollution. -

Since it has such a high level of sulfur, combustion of home heating oil makes it the second
largest source of sulfur dioxide emissions in the State, second only to the power sector.

In New York City alone, nearly one million households heat their homes each winter with
heating oil. Over 79% of the State’s consumption of heating oil occurs in the New York
Metropolitan area, contributing to New York City’s poor air quality. Yet most New Yorkers are
not aware that this is a significant source of pollution in their homes and that alternative, cleaner
fuels exist for home heating purposes. Bicheat is one such alternative that New York City
should work to promote as a cleaner, cost efficient option.
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Unlike the use of biofizels in some other seciors, Bioheat has been shown to reduce emissions of
all pollutants. Promoting the use of Bioheat, consisting of @0 % biodiese! in combination with
low or ultra low-sulfir fuel, will significantly eliminate the sulfur dioxide emissions from
heating oil use and simultaneously reduce NOx emissions. '

Not only will cleaner fuels result in decreased emissions of harmful pollutants, but use of cleaner
biotuels can also produce sconomic advantages for the consumer. For example, boilers need to
be serviced less frequently and they have been shown to foul at least 50% less frequently. In
fact, if cleaner home heating oil were used statewide, homeowners would save $200 miliion
annually in cleaning costs.

At the State level, there is also a Residential Bioheat tax credit. This credit provides an
sconomi¢c benefit for apartment owners, to use the cleaner Bioheat alternative mstead of
traditional home heating oil,

The time is now to clean up the air that we breathe. We implore you to consider the public
health of New York City residents when deciding the future of how we will heat our homes.
Intros 594 and 599 are two pieces of legislation which would help towards that goal.

Thank you for the opportuniiy to comment. We are happy to enteriain any questions you may
have,
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On behalf of the New York League of Conservation Voters, I am here
today to pledge our support for legislation that would drastically clean up
home heating oil. Specifically the legislation would require home heating
oil consumers to switch to environmentally friendly bioheat as well as
require the fuel to have less sulfur in it.

New York State is the largest consumer of home heating oil in the United
States with New York City alone consuming an estimated 500 million
gallons of fuel oil a year. The burning of home heating oil contributes
significantly to environmental and health problems in New York. The
consumption of home heating oil is responsible for releasing 42,000 tons
of sulfur, a major lung irritant that has been shown to trigger asthma
attacks, into our atmosphere each year. Heating oil is also a significant
contributor to greenhouse gas emissions and is a major component of the
79% of New York City’s greenhouse emissions that come from buildings.

Bioheat offers an affordable, sustainable and domestically produced
alternative to traditional home heating oil. By blending biodiesel, a
relatively clean fuel made primarily from agricultural products such as
soybeans, with lower sulfur home heating oil, New York City can make a
significant impact on the health of our communities. Bioheat containing
anywhere up to 20% biodiesel (“B20™) can be used in conventional
heating systems and can reduce sulfur emission by as much as 83% and
carbon dioxide emissions by as much as 20%.

The State Legislature has recently restored the New York State
Residential Bioheat tax credit, which will provide financial assistance to
homeowners who switch to bioheat. The time has come for the City
Council to act on proposed legislation that would require ali City
buildings to begin using bioheat, would eventually require all heating oil
distributed in the city to contain bioheat, and would mandate that it all
contain a maximum level of 500ppm sulfur and eventually be in par with
on-road diesel fuel at 15ppm.

This legislation will improve the health for countless New Yorkers and is
a critical step forward in the city’s pioneering fight to combat climate
change. We urge the Council to continue its tradition of environmental
leadership and act swiftly to approve this bold initiative to clean up home
heating fuel.



Testimony to the NYC Council on the Sustainability of Biofuels. February 25, 2009
Introduction ‘ '

On behalf of NYSERDA, we thank you for the opportunity to testify here today on the sustainébility of
biofuels. :

NYSERDA, the New York State Energy Research and Development Authority, is a public benefit
corporation involved in a variety of energy and environment-related topics.

We currently manage a range of bioenergy and bioproddct programs including initiatives to develop,
test, and evaluate biofuels as potential alternatives to the fossil-fuel-based transportation'and heating
fuels New Yorkers now use. Environmentally sustainable biofuels can be produced locally, thus
supparting energy independence, minimizing export of dollars for fuel, creating local economic
development, raising farmer incomes and maintaining our agricultural base. However many technical,
economic, and environmental issues remain to be solved. NYSERDA is supporting research in feedstock
development, production techniques, and information collection. We lead a $25M program supporting
two cellulosic ethanol pilot facilities that will use a variety of biomass feedstocks, including willows
grown here in New York. Research to better understand the emissions, life-cycle greenhouse gas, and
land-use implications of biofuels is also being conducted. Results from NYSERDA's biofuels program will
provide information to help support development of the New York State Biofuels and Feedstock
Sustainability Roadmap recommended in the Governor's 2008 Renewable Energy Task Force Report.
Besides biofuels, NYSERDA also invests in a diverse portfolio of other bio-energy technologies (e.q., solid -
biomass fuels, biogas) to pursue a range of applicati-ons in the transportation, power generation, and
heating sectors. With appropriate standards in place for feedstock sustainability, these combined bio-
energy resources can play a major part in New York’s future fuel mix,

The infrastructure needed to distribute biofuels to New Yorkers is also important. We helped upgrade

terminals in New York sa biofuels can be added to the suite of products for sale, and meet fuel quality

standards. Retail gas stations also received funds to install tanks and pumps dedicated to biofuels. Public

_and private fleet demonstrations have proved that biofuels work in New York’s climate, further allowing
other fleets such as school districts switch to blended biodiesel in their buses. !

in recent years, the “green-ness” of biofuels has come under greater and more public scrutiny. The topic
of environmental sustainability is an extremely complicated one, and biofuels have many of their own
nuances: (unlike wind to electricity, for example, which starts with one feedstock and ends with one
product) biomass starts with mahy different feedstocks, uses many different conversion processes,
makes many different products that are used in many different end-use applications, and sold to
customers in many different market sectors. It is therefore important not to paint all pictures with the _
same broad brush. Our goal at NYSERDA is to support programs that provide a balanced scientific
approach to further our understanding of the rapidly changing dynamics of the biofuels industry. This
approach is designed to be a conscientious response to national and global concerns about the
economic and environmental implications of biofuels and the fuels they replace, including better
understanding the direct and the indirect land-use effects. '



Environmental Impacts and Sustainahility

We have recently initiated several studies to better understand the environmental impacts of biofuels.
We are closely following the developments of organizations like NESCAUM, {Northeast States for
.Coordinated Air Use Management), CARB (California Air Resources Board), and EPA, as well as federal
programs in advanced biofuels development. :

NYSERDA is in final stages of completing a report entitled “The Environmental Impacts of Biofuels in ‘
New York State”. The report inciudes assessment of potential environmental impacts and sustainability
goals for biofuels. . The evaluation focused on lifecycle analysis of ethanol from corn and cellulosic
feedstocks; biodiesel from soybeans and waste grease; biobutanol; and renewable diesel. In this report,
. we began to develop NY-GREET, which is a New York specific version of the GREET model for evaluation
of the total fuel cycle emissions and energy use for alternative fuel vehicles (which inciudes biofuels).
Ongoing NY-GREET work is expanding this model to include biofue! production pathways. New research
on.indirect land use effects by Searthinger and others are addressed briefly in this report, and the topic
is being addressed in our ongoing research. E

Field Studies on emissions

New Yorkers use approximately 2.3 billion gallons of petroleum-based heating oil each year. NYSERDA,
with Brookhaven National Laboratory, has taken the lead in studying the introduction of biodiesel in the
residential home heating oil market. Field demonstrations have been conducted in residential homes
and institutions, and research has been initiated to improve furnace equipment for biodiesel use.
Research for all sizes of furnace equipment shows lower emissions (including NOx) and reduced
maintenance costs for biodiesel compared to fossil fuels.” T '

In addition, NYSERDA has sponsored several field studies to characterize emissions from biofuels in a
variety of applications, such as off-road equipment and power generators. These studies in diesel engine
applications showed large decreases in fine particulate matter and they support previous studies that
showed that at low to medium blends (e.g., B20), _biod'iesel used in a compression igniﬁon engine would
not result in increased NOx emissions. Biodiesel {B100) did increase NOx, however." ¥

State-wide Biodiesel Study

In 2004, NYSERDA looked at the feedstocks available to produce biodiesel focally. In-our 2004 report,
the “Statewide Feasibility Study for a Potential New York State Biodiesel Indus_try,"" the authors
concluded that: 1) if biodiese! were blended into diesel statewide at a 2% level, transportation and
heating would use more than 60 million gallons/year of biodiesel, increasing to more than 70 million by
2012; and that, 2} New York could supply its own feedstock to make about 40 mgpy of biodiesel by
12012. Of that about 30% comes from farming seed crops and 70% from fats and greases. Most of the
grease is from restaurants, which are concentrated in major urban.areas. Though little specific data
exists, we believe this environmentally friendly feedstock is currently under-coilected and thefefore



underutilized. The authors also concluded that properly designed biodiese! production and use policies
would attract investment, expand the State economy, generate additional income for New Yorkers,
create new jobs, and benefit farmers. '

Roadmap

In their February 2008 report, Governor Paterson’s Renewable Energy Task Force recommended that a
Renewable Fuels Roadmap and Sustainable Biomass Feedstock Study for New York (“the Roadmap”) be
developed. ¥ This study was in part prompted by concern over some of the recent findings regarding
the potential adverse environmental impacts of some biofuel pathways. NYSERDA, a member of the
Task Force, has worked with the Governor’s Office and the other agencies on the Task Force, including
the New York State Department of Environmental Conservation, the New York State Department of
Agrrculture & Markets, and the New York State Department of Economic Development to develop the
Roadmap. Work on the Roadmap has recently begun, and is being led by the Pace Energy and Climate
Center. The City Council is invited to participate in the Roadmap. We encourage you to attend an
upcoming stakeholder meeting in Westchester on March 26, 2009."

The Roadmap: 1) addresses life-cycle environmental and public health consequen_ces'of renewable fuels
compared to fossil fuels; 2) outlines sustainability criteria and best management practices to mitigate
poténtial negative impacts; 3) analyzes New York State land use, resource condition, and feedstock
supply (baseline and potential) and local, state and regional economic effects; 4) evaluates
technological and economic barriers to large-scale feedstock production in New York and analyzes
potential solutions; and, 5) compares current and future renewable fuel feedstock and process
technologies to each other, current and future fossil fuels, and competlng uses for biomass in terms of
sustainability criteria, highest-value uses, and commercial viability in New York State. Now, sustainability
is a term that encompasses many things, including deforestation, carbon impacts, and food versus fuel,
but also jobs and economic development opportunities. Public perception of sustainability will be
assessed, including which criteria are most important, which can be enforced, and Wthh can even be
measured.

The Biofuels Roadmap and Sustainable Feedstock Study will be available in draft form in the fourth
quarter of 2009. The resuts of this study will help inform our State-policy on biofuels.

" -Collaboration

NYSERDA is also collaborating regionally. Environmental and energy officials from eleven Northeast and
mid-Atlantic states signed a Low Carbon Fuel Standard Letter of Intent on December 29, 2008. States

' have agreed to work together on plans for a regional, market-based, technology-neutral standard. The

objective in setting the standard is to lower the carbon content of fuels for transportation, home

heating, industrial processes, and electricity generation. NYSERDA signed the letter and is a partsc;pant

in the ongoing process to develop the standard.



Conclusion

Though our knowledge of biofuels is incomplete, based on all we know to date, there are some biofuels,
feedstocks, and applications that appear to affer clear environmental benefits, One exampleis the use
_of yellow-grease derived biodiesel in heating applications (which offers local and regional poliution
reduction benefits and solves a waste management problem). No one biofuel can solve'all of our
problems, however. There is not enough ye“ow grease to supporta biodiesel industry, and even the
new research aimed at using trap grease would likely add only a few more million gallons of biodiesél
per year to the suppls\r. Yet doing nothing is a poor choice. Though feedstock-specific standards are not
perfect, they could poteﬁtially be implemented as an interim measure until better performance-based
standards are developed. ’

In conclusion, given that fossil fuels are not sustainable, we need to find the best alternatives. The
sustainability of biofuels is clearly a complicated topic, but the energy and environmenta! challehges
associated with our current fossil-based system are so significant that New York and the nation will need
to consider a wide variety of options to solve them. Biofuels are rapidly evolving and improving so it
would therefore be prematuré to categorically dismiss all biofuel pathways. Our challenge is to find the
pathways, ie the feedstocks, conversion processes, and applications that are indeed environmentally
and economically sustainable for our region. And in so doing, New York may have the opportunity to be
a leader in the emerging clean energy economy. ‘

We welcome the opportunity to work with New York City in the development of science-based policies
_toward that end.

| http://www.nyserda.org/publications/ Draft%20Executive%20Summary%20%20Report%2008-07.pdf
i htto://www.powernaturally.org/About/LUibrary.asp# :

i http://www.nvserda.ore/nub|ications/ln—Use%ZOEvaluation%200f%20Emissions%20from%20Non-
Road%20Diesel%20Equipment%20Using%20Biodiesel%20Fuel 2008-03-17.pdf ‘

“ b tip://www.nyserda.org/publications/Generic%20Protocol Final.pdf

v httQ:Z[www.nyserda.org[‘gublications[ biodieselreport.pdf

Y http://www.nyserda.org/funding/1249rfp. pdf

il http://www.pace.edu/page.cim?doc id=33540




NEW YORK
RENEWABLE FUELS
~ WORKSHOP

Please join us for this unique opportunity to learn about and provide feedback on the
planned NY-Renewable Fuels Roadmap project and provide critical input (gathered by
survey at the workshop) on issues important to New Yorkers. The New York Renewable
Fuels Roadmap project (funded by NYSERDA, NY Ag & Markets and NYS DEC) seeks to
address these and other questions for New Yorkers: ' '

| 1) How much biomass (wood, grasses, and energy crops) do we have?
2) What factors are important in producing sustainable biomass? |
3) What new business opportunitics do you see in biomass?

REGISTRATION REQUIRED FOR THIS FREE WORKSHOP. (Lunch provided.)

Attendance may qualify for planning board training credit.

Meeting size is limited so remember to pre-register.

VOICE YOUR OPINIONS: If you are not able to attend but would like to fill in a survey,
please contact a Cornell Cooperative Extension office listed below for detajls. :

HHOSTED BY: Cornell Cooperative Extension in collaboration with Pace University Energy and
Climate Center, NYSERDA, NY Ag & Markets, and NYS DEC. ’




'NEW YORK RENEWABLE FUELS

- WORKSHOP
PRELIMINARY AGENDA

10:00. am Welcome and introductions

10:10 am

‘10:30 am

10:45 am

11:00 am

- 11:30 am

11:35 am

12:00 pm

- 1:00 pm

Plan for the morning

Renewable Fuels and how they fit into the Renewable
Energy Framework — an overview from beginning
resources to possible end uses and how biomass fits
into the big picture.

First feedback session: What’s going on with biomass
in your area? What unique opportunities and
resources exist in your home town?

Outcome of the NY Renewable Fuels Visioning
Meeting: Vision Statement and Goals

Video: New York Renewable Fuels Roadmap Project

The concept of physical Sustainability: Video: The
Earth as an Apple (from Ag in the Classroom). ‘

NY Renewable Fuels Feedback and Discussion: What
have we forgotten? What is of critical importance to
you? How much biomass (wood, grasses, energy
crops) do we have? What factors are important in
producing sustainable biomass? What new business
opportunities do you see in biomass?

Turn in surveys and pick up your lunch as the
discussion continues. '

Adjourn- Thank you for your participation!

HOSTED BY: Cornell Cooperative Extension in collzib()l"alti()ll with Pace University Energy and
Climate Center, NYSERDA, NY Ag & Markets, and NYS DEC.




MEETING TIMES AROUND THE STATE

For an updated meeting list please visit the events page at: hitp://www.law. ace._edu/eher

/ KNGS
. RICHMOND
Oneida County |
FEBRUARY 6, 2009 (Friday)

10 am at the Cornell Cooperative Extension Oneida County
Contact: Cindy at Cornell University Cooperative Extension of Oneida County 121
Second Street, Oriskany, New York 13424 :
Phone: 315.736.3394 Extension 124; clc66@cornell.edu www.cce.t:ornell.cdu/oheida

Chautauqua County
FEBRUARY 9, 2009 (Monday)

10 am at the Cornell Cooperative Extension Chautauqua County
Contact: Wendy Sanfilippo, Recycling educator, Cornell Cooperative Extension

3542 Turner Rd. Jamestown, NY 14701; wes33@cornelledu
Chautauqua County: 1.716-664-9502 ext. 221 Cattaraugus County: t.716-938:2487

-=-=-Continued on next page -

HOSTED BY: Cornell Cooperative Exténsion in éollnboration with Pace University Energy and
Climate Center, NYSERDA, NY Ag & Markets, and NYS DEC. ;




Washington County
FEBRUARY 13, 2009 (Friday)

10 am at the American Legion in Schuylerville

American Legion, 6 Clancy St, Schuylerville, NY, off of Burgoyne Ave.
Contact: Aaron Gabriel, Cornell Cooperative Extension of Washington County
518-746-2560 adgl2@comell.edu http://counties.cce.cornell.edw/washington

- Orange County

FEBRUARY 18, 2009 (Wednesday) -

10 am at the Cornell Cooperative Extension Orange County
. Contact: Larry Hulle, Cornell Cooperative Extension Orange County

18 Seward Avenue, Suite 300, Middletown, NY 10940

(845) 344-1234; Ith6@cornell.edu www.cce.cornell.edu/orange

Steuben/Schuyler County-

March 19, 2009 (Thursday)

10 am Civil Defense Center, Route 54, Bath, NY,
Contact: Carl Albers, Cornell Cooperative Extension Steuben County or
Brett Chedzoy, Schuyler County

To register call CCE-Steuben County at 607-664-2300.

Westchester County.
MARCH 26, 2009 (Thursday) A

1:30 pm at the Pace University Energy & Climate Center

Contact: Zywia Wojnar, Pace University Energy & Climate Center - :

Pace University School of Law, 78 North Broadway White Plains, New York 10603

014-422-4450; zwojnar@]law.pace.edu www.law.pace.edu

#x*%Special 9:00 am Renewable F uels Policy Colloquium to precede the 1:30 pm workshop
- contact Dana Hall at dhall@law.pace.edu or (914) 422-4063 for more information***

St. Lawrence County - Date to be announced

Tompkins County - Date to be announced

For an updated meeting list please visit the events page at: http://www Jaw.pace.edu/energy-

HHOSTED BY: Cornell Cooperative Extension in collaboration with Pace University Energy and
Climate Center, NYSERDA, NY Ag & Markets, and NYS DEC.



Testimony of Michael Ferrante
President, Massachusetts Oilheat Council
New York City Council — February 25, 2009

Biofuels and the Home Heating Oil Industry

As President of the Massachusetts Oilheat Council, a state trade association of nearly 350
retail and wholesale heating oil companies, I am most pleased to submit testimony for your
consideration as you weigh the possible introduction of biofuel blends within the home
heating oil marketplace in New York City.

I have been employed at the Council for 18 years and | consider my work on biofuels and
bioheat to be the most important project of my career. [ truly believe it will help reshape the
Oilheat industry, offer consumers an innovative and clean burning fuel, reduce our overall
use of fossil fuels, and spark economic development in states that embrace biofuel use.

THE MASSACHUSETTS LEGISLATION

On July 28, 2008, An Act Relative to_Clean Energy Biofuels was signed into law by
Massachusetts Governor Deval Patrick, making Massachusetts the first state in the nation to
mandate a blend of biofuel for home heating oil and transportation diesel beginning no later
than July 1, 2010. At that time, all #2 petroleum distillate fuel must contain at least a 2%
blend of “eligible petroleum distillate substitute fuel.” The blend escalates to 3% by July 1,
2011, 4% by July 1, 2012 and 5% by July 1, 2013.

OILHEAT INDUSTRY SUPPORT

[t is important to note that the Board of Directors of the Council, which is comprised of 40
retail and wholesale companies statewide, unanimously supported the biofuels legislation and
our association played a key role in drafting the final measure. In addition, the National
Oilheat Research Alliance (NORA), which represents the Oilheat industry in 24 states,
endorses the introduction of biofuels for Oilheating up to a 5% blend.

IMPORTANT ELEMENTS OF THE MASSACHUSETTS BIOFUELS EXPERIENCE

Prior to passage of the Massachusetts biofuels law, Governor Patrick and our state legislature
assembled the Advanced Biofuels Task Force (ABTF). In their final report, the Task Force
states that it was created “out of respect for the magnitude of this task,” and because
“biofuels policy can be complicated and contentious.” The Task Force held public
hearings throughout the state to learn from academic institutions, communities,
environmental groups and industry representatives. The hearings gathered input on
biofuels research and development, production, commercialization, distribution, and
utilization.
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By holding these hearings the Task Force “tapped into expertise close to home and
around the world, explored what other states and countries have implemented or are in
the process of implementing, and reviewed the most current scientific research.”

[ encourage the New York City Council to establish a similar task force. I have included
a copy of the final ABTF report with my testimony for your review. I have also included
a copy of the Massachusetts biofuels law and I’'m hopeful that the measure will help
guide you as you examine:

1. Greenhouse gas emissions standards as they relate to biofuels

2. The use of ASTM fuel standards, specifically ASTM 6751, to ensure the highest
quality feed stocks for home heating oil equipment

3. Options for possible implementation of BQ 9000 certification for manufacturers
of biofuels '

4. Low Carbon Fuel Standards

5. Legislative off-ramps in the face of supply disruptions, lack of blending facilities or
unreasonable cost, and

6. Averaging of heating oil sales to meet any mandate you may impose

In summary, Massachusetts has thoroughly examined all aspects of biofuel use for home
heating oil and transportation diesel. Although regulations to support the law still need to be
drafted and approved, I am confident that Massachusetts will help lead the nation in
implementing a biofuels program that will advance energy policy on reducing fossil fuel use,
jump start the use of cleaner energy fuels, provide benefits to Oilheat consumers, improve the
environment and create jobs.

I stand ready to assist the New York City Council with additional information or guidance.
Thank you for the opportunity to provide testimony.

Michael Ferrante

Massachusetts Oilheat Council

118 Cedar Street, Wellesley Hills, MA 02481
Ph: 781.237.0730

Fax: 781.237.2442 :

Email: mferrante@massoilheat.org-

On the web @ www.massoilheat.org
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The Commonwealth of Massachusetts
Advanced Biofuels Task Force

April 16, 2008

Dear Governor Patrick, Senate President Murray, and Speaker DiMasi:

In November 2007, you created the Advanced Biofuels Task Force and directed us to "develop a strategic
framework to accelerate the development and deployment of commercially viable advanced biofuels, and
facilitate expansive biofuel research throughout the Commonwealth.” We present this report to you in
fuliliment of our charge,

While there are detailed findings and recommendations throughout the report, our proposals to aggressively
move an advanced biofuels sector forward while maintaining high environmental standards include the
following priorities:

*  Prioritize efforts to achieve near-term implementation of a regional, technology-neutral and
performance-based Low Carbon Fuel Standard [LCFS), with Massachusetts leading the way,

*  While a Massachusetts LCFS is being developed, pass amended versions of the legislation you co-
spansored, implementing targeted transitional biofuels mandates and exempting cellulosic biofuels
from the state gasoline tax, with a sunset date, Both the transitional mandates and cellulosic fuel
exemption should require significant greenhouse gas reductions and other environmental protections,
including direct and indirect impacts such as those on land use. The mandates and cellulosic tax
exemption shouid be as technology-neutral as possible, and should phase out as a Low Carbon Fuel
Standard comes into existence,

*  Support pilot deployment in the state fleet of plug-in hybrid and all-electric vehicle technolegy in
fight- and heavy-duty vehicles, as well as fuel-efficient flex-fuel vehicles.

*  Develop infrastructure necessary for consumer use of biofuels and implement limited-cost investments
in equipment for ethanol and biodiesel distribution, such as E85 stations along major state highway
corridors, subject to budget constraints.

*  Develop standards for full lifecycle evatuation of biofuels that consider their carbon and other
environmental impacts, including direct and indirect land use impacts.

*  Parallel to progress on biofuels, continue to explore policy options for vehicle efficiency and reducing
vehicle miles traveled.

We developed these and other recommendations outlined in the full report through a robust process of analysis
and public engagement. Biofuels policy can be complicated and contentious. Nevertheiess, we have arrived at a
set of recommendations that allows the Commonwealth to aggressively seize the economic opportunities you
foresaw, while also protecting the environment and combating climate change. It is clear to us that, with the
appropriate safeguards, advanced biofuels can and should be a central part of the Commonweaith's clean
energy strategy.



The potential for economic growth, environmental protection, and the improvement of our energy security is
significant. Qut of respect for the magnitude of this task, we held public hearings throughout the state to learn
from academic institutions, communities, environmental groups and industry representatives the lessons they
have learned and the wisdom they wished to pass along. This included input on research and development,
praduction, commercialization, distribution, and utilization. We have tapped into expertise close to home

and around the world, explored what other states and countries have implemented or are in the process of
implementing, and reviewed the most current scientific research.

We hope that these recommendations will be of use to you in considering iegislative and administrative actions
to promote the development of an advanced biofuels industry in the Commonwealth. We look ferward to

following up with you in the coming weeks.

Sincerely,

ONR.,

Secretary fan A. Bowles
Energy and Environmental Affairs
(Chair)

Q_/A/d_,g

David W. Cash
Energy and Environmental Affairs
(Secretary's designee)

firct

Bruce A. Jamerson
CEO, Mascoma

%

Colin South
President, Mascoma (designee)

4%/

David S. Davenport
Department of Revenue

g

Representative Bradley H. Jones, Jr.
Minority Leader

G Oern

Senator Pamela P. Resor
Chair, Joint Committee on Environment,
Natural Resources and Agriculture

Bepbz

Senator Benjamin B. Downing
Chair, Senate Committee on Ethics and Rules

G5

Senator Bruce E. Tarr
Assistant Minority Leader

B % Dowptf

Representative Brian 5. Dempsey
Chair, Joint Committee on
Telecommunications, Utilities, and Energy

Cal l S p

Representative Frank |. Smizik
Chair, Joint Committee on Environment,
Natural Resources and Agriculture
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Report of the Advanced Biofuels Task Force

EXECUTIVE SUMMARY

In November 2007, the Governor, Senate
President and Speaker of the House announced
the creation of an Advanced Biofuels Task Force
to “promote the development of an advanced
biofuels industry in the Commonwealth.” At
that time, the price of oil was about $85 per
barrel. In the five months the Task Force has
been doing its work, the price has risen roughly
30%, reaching $110 per barrel. By itself, the
dramatically rising cost of energy would be
reason enough for
Massachusetts to
seek alternatives
to imported fossil
fuels. But there
are marny more
reasons—the
opportunity to
become the global

QVERNOR DEVAL PATRICK STRESSES THE

center for advanced
POTENTHAL OF ADVANCED BIOFUIELS
biofuels; growth
of jobs in R&D,
production and commercial applications; and

reduction in harmful emissions.

In this context, the Task Force was charged with
drafting a strategy to seize opportunities related
to biofuels development and explore their
economic, energy, and environmental benefits
and costs. This report outlines such a strategy.
It is the result of intensive work by the Task
Force, legislative and executive staff, four public
hearings throughout the Commonwealth, and
input from academic experts as well as a wide
range of industry, environmental, community,
and other stakeholders.

Biofuels are substitutes for liquid petroleum
fuels, including gasoline, diesel, and heating

oil, that are derived from renewable organic
matter and promise several advantages over
fossil fuels. Petroleum products
used for transportation currently
contribute more than a third

of greenhouse gas emissions in
Massachusetts. Due to limitations
in domestic supplies, reliance

on petroleum makes the U.S.

dependent on imports from foreign

SPEAKER SAtvaTowE DIMASt ADDRESSES

nations, many of them politically
unstable. And Massachusetts,

THE AUDIENCE ON BIOTUELS

having no supplies of our own, pays
high prices for imports from around the country
and around the world.

Advanced biofuels, which are defined in federal
law as those that yield a net lifecycle reduction
of at least 50% in greenhouse gas emissions
compared with fossil fuels, offer particular
advantages for the environment as well as

the Massachusetts economy-—
including playing to our strengths
in research and technology
development and sustainable
forestry.

This Executive Summary briefly
reviews the main findings of the

Task Force's report and provides

SENATE PRESIDENT THERESE MUnamay

the policy recommendations
SHEAKING AT THE ANNCGUNCEMENT

resulting from its deliberations. The
report has six chapters:

Chapter 1 - The Potential Economic
Opportunities of an Advanced Biofuels Sector
in Massachusetts

Commonwealth of Massachusetts



TR S
ot iy
SRR H

EXECUTIVE SUMMARY

CONGRESSMAN WILLIAM DELARUNT

SPEAKING AT THE ANNQUNCEMENT

HEME

S THITTRE PR

Chapter 2 — The Energy and Environmental
Lifecycle of First-Generation and Advanced
Biofuels

Chapter 3 ~ Biofuel Feedstocks—Energy Crops,
Biomass, and Waste Products

Chapter 4 — Statutory and Régulatory Mandates,
Regulatory Flexibility

Chapter 5 — Promoting Infrastructure for
Delivery and Distribution of Biofuels

Chapter 6 — Grants, Loans, and Tax Incentives

Chapter 1 - The Potential Economic
Opportunities of an Advanced Biofuels
Sector in Massachusetts

Given the state’s intellectual capital and
academic and laboratory resources for research
and development,
supporting an advanced
biofuels sector offers
potentially significant
opportunities for
economic development
and job creation.

In-state production

of advanced biofuels
derived from feedstock
grown in Massachusetts
could replace about 6%
of our gasoline use, reducing our dependence on
imported energy sources while generating jobs
at home and boosting the state’s growing energy
sector, Biofuels have the potential to keep
marginal agricultural land in production—a
benefit for a state like Massachusetts, which
values small-scale farming as part of its
economic and physical landscape.

As an emerging technology, the economic
viability of advanced biofuels still needs to be
proven, however, and will depend significantly
on the true extent of the greenhouse gas
reductions these fuels provide.

Advanced Biofuels Task Force Report

The Task Force estimates that a mature
advanced biofuels industry—including
technology development, feedstock cultivation,

and processing into fuel—could contribute

$280 million to $1 billion per year for the
Massachusetts economy by 2025, while
generating 1,000 to 4,000 permanent jobs

and 150 to 760 temporary construction jobs.
Including indirect “multiplier” effects, we
estimate the permanent gains as $550 million to
$2 billion and 2,500 to 9,800 jobs.

Chapter 2 - The Energy and
Environmental Lifecycle of
First-Generation and Advanced Biofuels

Depending on the feedstocks utilized {corn,
soybeans, waste oil, switchgrass, tree trimmings,
the organic portions of municipal solid waste),
the energy source used to convert the feedstocks
(coal, natural gas, renewables), and the land on
which the feedstocks are grown (land already

in production, forests or grasslands converted

to croplands), biofuels can either reduce or
increase greenhouse gas emissions relative to
fossil fuels.

Without considering indirect impacts from
changes in land use, corn ethanol could reduce
greenhouse gases by approximately 20% relative
to petroleurn, possibly more if production
processes are improved. Soybean-based
biodiesel gets much better initial reviews, with
greenhouse gas benefits estimated to be in the
70% range.

But recent research finds that it is critical to
take land use changes into account. Shifting a
substantial part of the world’s food supply to
fuel production is likely to cause forests and
grasslands to be converted to crop farming
somewhere in the world. It would take decades
for future crops planted on these lands to absorb
the amount of carbon diexide that is released
(due to burning and decomposition of trees,
plants and soil) when they are initially cleared
for farming.



As a result of direct and indirect changes in land
use, use of corn ethanol, soy biodiesel, and other
crop-based fuels may result in even greater
greenhouse gas emissions than burning gasoline
and petroleum diesel, though it is essential to
use direct and indirect impacts of petroleum
production in any comparison to biofuels
production. The scientific analyses for true
“apples to apples” comparisons are still being
developed, so no firm conclusions can be drawn.

Better environmental results are expected from
advanced biofuels, such as those derived from
cellulosic sources. Cellulosic fuels, including
cellulosic ethanol, can be made from feedstocks
such as tree trimmings and switchgrass, which
require little or no fertilizer or pesticides. They
can be grown on agriculturally marginal lands
and thus do not necessarily compete with food
production. As a result, they may yield as much
as a 90% reduction in carbon dioxide emissions
compared with gasoline. But since cellulosic fuel
is not yet produced on a commercial scale and
the technology is still evolving, there are still
uncertainties about environmental impacts—
though compared with first generation biofuels,
these advanced biofuels offer much promise.

Recommendations of the Task Force:

1. Develop standards for lifecycle evaluation
that consider the carbon and environmental
impacts of biofuels, including potential
impacts on agricultural, forest and other
land use in Massachusetts and on a
global basis, using definitions like those
employed in California and included
in the new federal energy law, These
evaluations must include both direct and
indirect impacts, as well as consideration
of impacts on environmental justice. Due
to the complexity of lifecycle analysis, to
the extent possible Massachusetts should
make use of analyses done by other parties,
including the California Air Resources
Board, U.S. EPA, and the European Union.

2.

Lifecycle evaluation methods should put
biofuels, petreleum fuels, and other energy
sources for vehicles (such as electricity and
hydrogen} on a level playing field, assessing
secondary and indirect impacts for all.

To receive state support for biofuels
development and/or use, a particular biofuel
must provide
a substantial
reduction in
greenhouse
gas emissions
relative to
petroleurn
fuels on a
lifecycle basis.

The state
should
ensure that
developers of refineries meet stringent water
discharge limits and select technologies that
reduce water needs.

Since biofuel made from in-region waste
materials, such as waste oils, is likely to have
lower greenhouse gas and environmental
impacts than biofuel from virgin materials,
state agencies should have the latitude

to exempt fuel produced from waste
materials from a full lifecycle greenhouse
gas emissions analysis, However, state
agencies should require a review that
considers the highest reuse option for the
waste feedstock (including recycling) and
conduct appropriate environmental reviews
of biofuel production processes that seek to
minimize potential air and water impacts,
as well as chemical and energy use.

Support the development and
implementation of fuel quality standards
{for example, federal ASTM standards) to
provide consumer assurance of reliability of
advanced biofuels.

EXECUTIVE SUNMARY

Commonwealth of Massachusetts



Chapter 3 — Biofuel Feedstocks—Energy
Crops, Biomass, and Waste Products

In comparison with other states, Massachusetts
is not a large agricultural producer, and so has
limited potential to benefit economically from
first-generation crop-
based biofuels such as
corn ethanol and soy
biodiesel.

The Commonwealth
has greater potential
to capitalize on
second-generation, or
advanced, cellulosic
feedstocks such as

agricultural switchgrass,
willow and crambe

(an industrial oil crop that grows well in cool
climates), agricultural waste products (such

as cranberry waste), forest residues and wood
from sustainably managed forests, and the
organic component of municipal solid waste.
Potential benefits include keeping marginal or
threatened agricultural lands in production,
providing income from open lands not currently
in agricultural production, displacing imported
fuels, and providing a market for waste oils.

Total in-state feedstocks could replace roughly
6% of petroleum imports, although these same
materials are also under consideration for use in
electricity generation and thermal applications,
where they might displace coal, natural gas,

or petroleum fuel, and potentially be used for
transportation via plug-in hybrid or electric car
technology.

Recommendations of the Task Force:

Note: A variety of tax and other state incentives
have the potential to support the development
of advanced biofuels feedstocks in the
Commonwealth. Recommendations relating
to state incentives are discussed in detail in
Chapter 6.
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Conduct additional field trials and
commercial demonstration plots on
biomnass crops in Massachusetts to
determine optimal crops, production
methods and costs for the state, Trials
on marginal agricultural land and other
working landscapes are of particular
interest. Evaluation of these trials should
include environmental impacts (including
carbon emissions and soil sequestration)
and infrastructure needs for planting,
harvesting, and transporting materials.

Expand a preliminary UMass study on
economic potential of energy crops in
Massachusetts to include other crops
and non-agricultural marginal lands and
to improve yield and cost assumptions.
Develop a spatial model illustrating
potential lands that may be conducive to
biomass crops.

Support development work {genomic and
breeding) on energy crops such as crambe
and switchgrass, to improve crop yvields and
biofuel production.

Explore opportunities to promote

algae production by the Massachusetts
aquaculture industry, and bicengineering
research at Massachusetts companies and
universities,

Conduct an internal review of all state
agricultural preservation and assistance
programs for the purpose of integrating
energy crop production. Explore the
benefit of establishing capacity at the state
Department of Agricultural Resources and
UMass Extension to provide outreach and
training to farmers and other landowners
interested in establishing early commercial
plantations.

Complete the current work of the
Massachusetts Sustainable Forest
Bioenetgy Initiative on woody residue and
forest biomass feedstock and consider
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the potential use of this feedstock for
production of cellulosic ethanol,

Work with the federal government to
support biorefinery technologies and
demonstration projects that can be
developed on smaller scales to utilize locally
available fuel, including waste feedstocks.

Investigate the feasibility and design of a
statewide program to increase the collection
of waste vegetable oil and grease trap
waste from restaurants and institutional
kitchens and transportation of these
wastes to biofuel production facilities. The
investigation should consider needs for
collecting, transporting and processing
these wastes, and the use of technical
assistance, incentives and mandates to
accomplish these goals.

Due to the inherent environmental benefits
of reusing waste products over virgin
sources of biofuels, give state environmental
agencies the authority to reduce or provide
exemptions from greenhouse gas emissions
lifecycle analysis requirements when
applied to biofuels produced from waste
feedstocks.

Further investigate the applicability of
cellulosic waste materials, including

the organic portions of municipal solid
waste, paper sludge, and construction and
demolition debris, for cellulosic ethanol
production, while maintaining strict
regulatory controls to ensure that no.
increases in toxics or other pollutants take
place.

EXECUTIVE SUMMARY

Chapter 4 - Statutory and Regulatory .
Mandates, Regulatory Flexibility

This chapter addresses the principal statutory
and regulatory mechanisms available to
promote biofuels: a Low Carbon Fuel Standard
and content mandates. It also suggests the
need for regulatory flexibility to facilitate pilot
demonstrations of new technologies.

Content mandates, like those in the federal
Energy Independence and Security Act of
2007, require the use of specified amounts of
particular biofuels. Some states have enacted
content mandates, although in the Northeast
they generally apply only to fuel use by state
vehicles,

Legislation filed by Governor Patrick, Senate
President Murray, and House Speaker DiMasi in
November 2007 would exempt cellulosic ethanol
from the state gasoline tax and set minimum
requirements for the use of biodiesel blends in
diesel motor vehicle fuel and Number 2 heating
oil sold in the state. The Task Force supports this
legislation with amendments that would make

it more performance-based and technology-
neutral, as well as addressing implementation
issues and the need for 2 transition to a Low
Carbon Fuel Standard.

A Low Carbon Fuel Standard (LCFS) isa
performance-based, technology-neutral
approach that sets limits on greenhouse

gas emissions without mandating specific

fuel content. It allows the market to drive

the development of alternative fuels and
technologies at the lowest cost. California is
currently developing regulations to implement
its LCFS, which would require a reduction

of 10% by 2020 in the carbon intensity, on a
lifecyele basis, of vehicle fuel sold in California.
By not picking winners among technological
alternatives to petroleum propulsion, the LCFS
allows the best approaches to powering vehicles
to win out over time, whether they be biofuels,
all-electric vehicles, plug-in hybrids, or hydrogen

Commonwealth of Massachusetts
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fuel cells. Because the market for fuels in the
Northeast is regional, rather than state-by-state,
and the LCFS is a complex tool, it would be far

limited, such as by being tied to in-state
production of the feedstocks and by phasing

out as a Low Carbon Fuel Standard comes

preferable to implement it on a regional basis.

Recommendations of the Task Force:

Prioritize efforts to achieve near-term
implementation of a regional, technology-

neutral and performance-based Low Carbon 4.

Fuel Standard. Position Massachusetts as a
leader in this regional development. Given
the uncertainty of regional coordination,
however, the Commonwealth should also
move forward without delay in designing

a Massachusetts-specific LCFS that

other states and provinces can adopt,

The Standard should include lifecycle
greenhouse gas reduction standards, as
discussed in Chapter 2 of this report, and
should reward companies for performance-
based results in achieving such reductions.

Consider incentives to promote the best
uses of sustainably harvested biomass,
whether as a replacement for transportation
fuels or in other energy applications, such
as a liquid fuel substituting for heating oil
or as a solid fuel used directly for space
heating and/or electricity generation. This
would move the state farther along the
continuum of being technology-neutral,
searching for the most cost-effective means
of reducing petroleum use and greenhouse
gas emissions.

While a Massachusetts Low Carbon Fuel
Standard is being developed, implement
transitional, carefully targeted mandates,
such as requirements for minimum
percentages of biodiesel in motor and
heating fuel. Mandates should require
that the fuels yield substantial lifecycle
greenhouse gas reductions, including
direct and indirect impacts such as those
on land use, while not increasing the
release of other pollutants; and should be

Advanced Biofuels Task Force Report

into existence, Mandates should be as
flexible and technology-neutral as possible.
Use of a trading system for meeting the
requirements should be considered,
although the regulatory complexities this
would add must be weighed carefully.

The state should ensure that temporary,
pilot scale biorefineries are atlowed to
proceed after review of appropriate
environmental safeguards and evidence
that the pilot’s results will be useful

if it succeeds. Analysis of potential
contaminants contained in or produced
from the processing of waste products such
as construction and demolition waste, the
organic fraction of municipal solid waste,
and biosolids from wastewater treatment
plants. MassDEP should review its
regulatory authority to determine whether
revisions are needed to allow pilot scale
waste-to-fuel production. MassDEP should
assist in the review of pilot scale projects
(whether or not they need a permit) to
ensure that, when a proponent seeks
approval for a commercial project, those
permits can be issued in a timely manner.

The state should support the demonstration
of operational, maintenance and
environmental impacts from the use of
waste-based renewable fuels in commercial
boilers or turbines. Funding for the
purchase of biofuels and to oversee tests
done at state facilities may be needed.

State environmental agencies should adopt
reasonable reporting requirements for
those deciding to burn advanced fuels.

The continued use of existing permitted
fuel, if the advanced biofuel is unavailable,
should be allowed.

Further research and analysis should be
done to evaluate the benefits and costs of
policies to support biofuels development



through a regulatory framework, including 2.

those in (3) above, on an expedited timeline,

Chapter 5 — Promoting Infrastructure for
Delivery and Distribution of Biofuels

For Massachusetts to become a national leader
in the development and use of advanced biofuels
as a substitute for petroleum, the infrastructure
for biofuels delivery and distribution will have
to be in place. Consummers will need to be able to
use biofuels in their vehicles and homes in order
to make them a true alternative to petroleum
products.

The Commonwealth has no crude oil
production, no refining capacity, and no direct
service by a major interstate petroleum pipeline.
All petroleum products are imported from

two main sources: domestic refined products,
originating in the Gulf Coast, and imports
supplied primarily by Canada, Venezuela and
the U.S. Virgin Islands.

While ethanol and biodiesel are both used
almost exclusively in blends with petroleum,
their supply chain and infrastructure needs
differ significantly. For biofuels to transition
successfully from the current usage of corn-
and soy-based feedstocks in low blends

into a significant industry in the region,
accommodations will be needed in the

mechanisms by which Massachusetts meets its 5.

fuel needs in transportation, heating, and other
uses—mechanisms that are now geared almost
exclusively to the use of petroleum products.

Recommendations of the Task Force:

1. Implement limited-cost investments in
infrastructure for ethanol and biodiesel,
subject to budget constraints, such as
E85 stations along major state highway
corridors, and possible assistance for
storage and distribution of biodiesel.

"
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Study the benefits and costs of measures
to increase the share of flex-fuel vehicles
in Massachusetts, including mandates and
incentives. Such research should take into
account both short- and long-term impacts
on actual greenhouse gas emissions and
other environmental concerns. Explore
policies to induce automakers to provide
more fuel-efficient flex-fuel vehicle models
than are currently available. For its own
fleet, the state should purchase flex-fuel
vehicles that exceed the average CAFE
standard mileage requirements for each
vehicle class.

Subject to

state budget
constraints,
provide incentives
to encourage
development of
smaller regional
biorefineries,
especially for
cellulosic biofuels,

that utilize locally
available fuel including waste feedstocks.

Support pilot deployment of plug-in hybrid
and all-electric vehicles, including flex-fuel
plug-in hybrid vehicles, in both light-duty
and heavy-duty vehicle classes.

Investigate the costs and benefits of
incentives for additional heated storage
tanks and blending infrastructure at
regional terminals.

Support rail freight infrastructure for
biofuels as part of a broader policy

of promoting rail over road freight
transportation.

Commonwealth of Massachusetts
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Chapter 6 - Grants, Loans, and Tax Incentives

Aggressive expansion of an advanced biofuels
industry holds the promise of jobs and economic
growth as part of a larger clean energy sector
that capitalizes on Massachusetts’s advantages
in technology, venture capital, sustainable
forestry and a highly skilled workforce. In
addition, advanced biofuels offer the prospect of
environmental benefits in the form of reduced
greenhouse gas emissions as they displace the
use of imported petroleum in our engines and
furnaces. Reducing oil imports is also vital

to the energy security of the U.5. as a whole.

To realize this promise of global leadership,

job creation and retention, economic growth,
and environmental benefits, Massachusetts
should begin rigorous benefit-cost analysis to
identify the financial tools that can develop the
sector. Such an effort must necessarily account
for revenue impacts and direct and indirect
environmental impacts.

As a general matter, state governments have the
ability to use their own financial resources to
aid particular industries whose growth they see
as being in the public interest. Generally, the
instruments at their disposal for this purpose
include grants, loans, and the state tax code.
Massachusetts has used these tools in recent
years to provide targeted assistance in a number
of areas, including for manufacturers, R&D
companies, biotechnology, and the film industry.
This chapter discusses the applicability of these
options to the emerging biofuels industry, and
makes recommendations about how to tailor
state financial incentives to maximize the
industry’s potential in the Bay State.

Most existing federal and state biofuel subsidies,
including various tax incentives, are designated
for first generation biofuels, mainly corn-based
ethanol and soy-based biodiesel. Such policies
are common in states with large agricultural
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sectors, but would have relatively little

_potential for providing economic benefits in

Massachusetts. Advanced, or cellulosic-based,
fuels are more promising candidates for support
from the Commonwealth, since we have greater
ability to supply feedstock for them and produce
them.

Recommendations of the Task Force:

1. Exempt cellulosic biofuels from the state’s
gasoline tax, with a sunset date. An
excise tax exemption will encourage fuel
distributors to purchase cellulosic ethanol
when available, and minimize the risk
associated with investment in cellulosic
biofuel development.

2. Conduct rigorous benefit-cost analysis of
prospective financial support policies for
the biofuels industry, comparing benefits
(including greenhouse gas reduction,
employment gains, energy security, and tax
revenues from economic development) with
costs (including environmental impacts,
state budgetary costs, and consumer/
business expenses}.

3. Subject to state budget constraints and
lifecycle environmental and greenhouse gas
criteria, consider the use of production tax
credits and other tax incentives targeted
at advanced biofuels production and
commercialization in those cases where
analysis shows that projected benefits
exceed costs. To better assist pre-profit
firms, study the implications of making tax
credits refundable or transferable.

4. Subject to budget constraints, consider the
costs and benefits of implementing state tax
credits for the production of in-state biofuel
and biomass feedstocks from managed
forests and the cultivation of energy crops.



Benefits to be considered should include
stimulating investment in forestry and

agriculture, improving the market demand
and competitiveness of these feedstocks
relative to residue sources of woody
biomass, and maintaining and improving
the Commonwealth's working landscapes.
(See discussion in Chapter 3)

Subject to budget constraints, authorize
state funding for research in partnership
with private companies and universities

to improve existing technologies for
converting wastes, including cranberry
and other agricultural residues, to carbon-
reducing, environmentally beneficial fuels.
Before putting such technologies to work on
a wide scale, however, subject the diversion
of waste products for biofuels to full
environmental and economic analysis. (See
discussion in Chapter 3)

Subject to state budget constraints and
lifecycle environmental and greenhouse
gas criteria, create a fund that would

provide grants and loans to attract
advanced biofuels R&D, demonstration, and

production facilities to the Commonwealth
in those cases where analysis shows that
projecied benefits exceed costs.

Phase out financial incentives for

-producers and consumers of biofuels with

implementation of a Low Carbon Fuel
Standard, since the standard will provide
durable incentives to achieve greenhouse
gas reductions and displacement of
petroleum fuels at the lowest cost to
consumers on a performance-based,
technology-neutral basis. However, R&D
incentives may have a longer-term role in
state support for the industry.

Include biofuels in priorities for state-level
research on renewable energy, presumably
associated with a state college or university.
This educational institution should take
the lead in identifying and pursuing federal
funding in collaboration with biofuels
companies,

Biaruers Task Force
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Chapter 206 of the Acts of 2008

AN ACT RELATIVE TO CLEAN ENERGY BIOFUELS.

Whereas, The deferred operation of this act would tend to defeat its purpose, which is to
provide forthwith for the immediate production and use of clean biofuels to reduce oil
dependence and greenhouse gas emissions in the commonwealth, therefore it is hereby
declared to be an emergency law, necessary for the immediate preservation of the public
convenience.

Be it enacted by the Senate and House of Representatives in General Court assembled,
and by the authority of the same as follows:

SECTION 1. Chapter 64A of the General Laws is hereby amended by striking out
section 1, as appearing in the 2006 Official Edition, and inserting in place thereof the
following 2 sections:-

Section 1. As used in this chapter, the following words shall, unless the context
otherwise requires, have the following meanings:-

“Appellate tax board”, the board established by section 1 of chapter 58A.
“Average price”, the weighted average selling price per gallon of fuel exclusive of federal
and state motor fuel taxes imposed thereon sold by licensees, as determined by the
commissioner on a consistent basis from information furnished by distributors,
unclassified exporters and unclassified importers with their monthly returns and from
other statistical data reflecting the average level of such prices at the time such
determination - 1s made.
“Cellulosic biofuel”, fuel that may be used in place of petroleum-based fuel derived from
cellulose, hemicellulose or lignin  derived from  renewable  biomass.

“Commissioner”, the commissioner of revenue.
“Department”, the department of energy resources within the executive office of energy
and environmental affairs.

“Distributor”, shall include: (1) any person qualified to do business in the commonwealth
who produces, refines, manufactures or compounds fuel, as herein defined, or any person
who operates a port or pipe line terminal within the commonwealth for the receipt of fuel,
as herein defined; and (2) any person who elects to qualify as a distributor by importing
into the commonwealth or by receiving within the commonwealth fuel, as herein defined,
by pipe line, vessel, tank car or tank truck lots, for resale in pipe line, vessel, tank car or
tank truck lots; provided, that no person under clause (2) shall qualify as a distributor
unless his facilities is regularly used for the receipt and storage of fuel, as herein defined,
are such that not less than 25,000 gallons may be stored in the aggregate, at 1 location
within the commonwealth; and provided, further, that at least 75 per cent of the fuel
imported or received by him is sold to others for resale exclusive of sales to government
instrumentalities.



“Eligible cellulosic biofuel”, cellulosic biofuel that yields at least a 60 per cent reduction
in lifecycle greenhouse gas emissions relative to average lifecycle greenhouse gas
emissions for petroleum based fuel sold in 2005, as determined by the department in
consultation with the department of environmental protection and the executive office of
energy and environmental affairs.
“Feedstock”, raw material used to produce a fuel.
“Fuel”, all products commonly or commercially known or sold as gasoline, including
casing-head and absorption or natural gasoline, regardiess of their classification or uses;
and any liquid prepared, for American Society Testing Materials Method D-86, not more
than 9 per cent at 176° Fahrenheit, and which have a distillation range of 150°
Fahrenheit, or less, or liquefied gases which would not exist as advertised, offered for
sale, or sold for use as or commonly and commercially used as a fuel in internal
combustion engines, which when subjected to distillation in accordance with the standard
method of test for distillation of gasoline, naphtha, kerosenc and similar petroleum
products (American Society for Testing Materials Designation D-86) show not less than
10 per cent distilled (recovered) below 347° Fahrenheit (175° Centigrade) and not less
than 95 per cent distilled (recovered) below 464° Fahrenheit (240° Centigrade); provided,
that the term “fuel” shall not include industrial solvents or naphthas which distill, by said
American Society liquids at a temperature of 60° Fahrenheit and a pressure of 14.7
pounds per square inch absolute. For the purposes of this chapter, “fuel” shall include
products sold or used as fuel for aircraft, except aircraft fuel as defined in section 1 of
chapter ' 641.
“Lifecycle greenhouse gas emissions”, the aggregate quantity of greenhouse gas
emissions, including direct emissions and significant indirect emissions such as
significant emissions from and use changes, as determined by the department in
consultation with the department of environmental protection and the executive office of
energy and environmental affairs, related to the full fuel lifecycle, including all stages of
fuel and feedstock production and distribution, from feedstock generation or extraction
through the distribution and delivery and use of the finished fuel to the ultimate
consumer, where the mass values for all greenhouse gases are adjusted to account for
their relative global warming potential.
“Low carbon fuel standard”, a requirement that the average lifecycle greenhouse gas
emissions attributable to use of energy in an economic sector are equal to or less than a
specified numeric level, or a similar standard or system, such as the requirement
contained in California Executive Order S-1-07. The level may be stated as units of
greenhouse gas emissions per unit of delivered energy, corrected for differences in the
efficiency of the energy in the particular end use; for example the difference between
efficiency of a gasoline engine and an electric motor in powering a vehicle. The standard
may apply to energy used in motor vehicles or to another energy consuming sector.
“Motor vehicle”, shall include any vehicle propelled by any power other than muscular,
except boats, tractors used exclusively for agricultural purposes and such vehicles as run
only on rails or tracks.
“Purchaser”, shall include, in addition to its usual meaning, a distributor and unclassified
importer in the case of a transfer of fuel by a distributor or an unclassified importer into a
motor vehicle, or into a receptacle from which fuel is supplied by him to his own or other
motor vehicles.



“Renewable biomass”, non-fossil fuel based material, including: planted crops; crop
residues; planted trees and tree residues from sustainably managed forests; waste
materials including animal waste, animal by-products, organic portions of municipal solid
waste, grease trap waste, construction and demolition debris; and algae, or as otherwise
determined by the department, in consultation with the department of environmental
protection and the executive office of energy and environmental affairs.
“Sale”, shall include, in addition to its usual meaning, the transfer of fuel by a distributor
or an unclassified importer into a motor vehicle or into a receptacle from which fuel is
supplied by him to his own or other motor vehicles.
“Tax per gallon”, shall be 21 cents per gallon. For aviation fuel, “tax per gallon” shall
mean 7%z per cent of the average price, as determined by the commissioner, for each
calendar quarter, computed to the nearest tenth of a cent per gallon; provided, however,
that such tax shall not be less than 10 cents per gallon.
“To sell”, in all of its moods and tenses, shall refer to a sale as herein defined.
“Unclassified importer”, any person who imports or causes to be imported fuel, as herein
defined, for use, distribution or sale in the commonwealth, but who does not qualify as a
distributor.

“Unclassified exporter”, any person licensed as a distributor in another state who exports
or causes to be exported fuel, as herein defined, for use, distribution or sale outside the
commonwealth, but who does not qualify as a distributor.
“Waste feedstock”, previously used or discarded solid, liquid or contained gaseous
material with heating value resulting from industrial, commercial or household food
service activities that would otherwise be stored, treated, transferred or disposed. Waste
feedstock shall include, but not be limited to: waste vegetable oils, waste animal fats,
substances derived from wastewater and the treatment of wastewater or grease trap
waste. Waste feedstock shall not include petroleum-based waste or waste that otherwise
meets the definition of hazardous waste, unless otherwise determined by the department
of environmental protection.

Section 1A. Notwithstanding the definition of “tax per gallon” in section 1 and subject
to section 20 of chapter 29, for fuel consisting of eligible cellulosic biofuel or of a blend
of gasoline and eligible cellulosic biofuel, the tax per gallon shall be reduced in
proportion to the percentage of the fuel content consisting of eligible cellulosic biofuel,
measured by available energy content, as determnined by the department of energy
resources, hereinafter referred to as the department.
Manufacturers and wholesale distributors of cellulosic biofuel who seek to have their fuel
classified as eligible cellulosic biofuel shall provide documentation satisfactory to the
department that such fuel yields at least a 60 per cent reduction in lifecycle greenhouse
gas emissions per unit of delivered energy, in comparison to the petroleum-based fuel
displaced.



In determining the percentage reduction in lifecycle greenhouse gas emissions relative to
petroleum-based fuel achieved by particular supplies of cellulosic biofuel, the
department, in consultation with the department of environmental protection and the
executive office of energy and environmental affairs, shall use information and best
practices available from other sources, including other states, the federal government,
foreign governments, academic research and private and non-profit organizations.

If the department determines through an initial review that a waste feedstock will yield at
least a 60 per cent lifecycle greenhouse gas reduction, is free of hazardous materials and
hazardous waste and meets any other conditions established by the department, the
department may exempt fuel produced from such a feedstock from a full lifecycle
greenhouse : gas emissions analysis.

The department, in consultation with the department of environmental protection and the
executive office of energy and environmental affairs, shall promulgate rules and
regulations necessary to carry out the provisions of this  section.

SECTION 2. Chapter 94 of the General Laws is hereby amended by inserting after
section 249H the following section:—

Section 249H1/2. (1) As used in this section, the following words shall, unless the
context  clearly  requires  otherwise, have the following  meanings:-

“B(-9000”, the National Biodiesel Accreditation Program for producers and marketers
of biodiesel fuel, operated by the National Biodiesel Accreditation Commission.
“Commissioner”, the commissioner of the department of energy resources.
“Department”, the department of encrgy resources within the executive office of energy
and environmental affairs.
“Eligible petroleum distillate substitute fuel”, petroleum distillate substitute fuel that
yields at least a 50 per cent reduction in lifecycle greenhouse gas emissions relative to
average lifecycle greenhouse gas emissions for petroleum distillate fuel sold in 2005, as
determined by the department, in consultation with the department of environmental
protection and the executive office of energy and environmental affairs.
“Feedstock”, the raw material used to produce a fuel.
“Lifecycle greenhouse gas emissions”, the aggregate quantity of greenhouse gas
emissions, including direct emissions and significant indirect emissions such as
significant emissions from land use changes, as determined by the department, in
consultation with the department of environmental protection and the executive office of
energy and environmental affairs, related to the full fuel lifecycle, including all stages of
fuel and feedstock production and distribution, from feedstock generation or extraction
through the distribution and delivery and use of the finished fuel to the ultimate
consumer, where the mass values for all greenhouse gases are adjusted to account for
their relative global warming potential. '



“Low carbon fuel standard”, a legal requirement that the average lifecycle greenhouse
gas emissions attributable to use of energy in an economic sector are equal to or below a
specified numeric level, or a similar standard or system, such as the requirement
contained in California Executive Order S-1-07. The level may be stated as units of
greenhouse gas emissions per unit of delivered energy, corrected for differences in the
efficiency of the energy in the particular end use; for example the difference between
efficiency of a gasoline engine and an electric motor in powering a vehicle. The standard
may apply to energy used in motor vehicles or to another energy consuming sector.
“Petroleum distillate substitute fuel”, fuel that is derived predominantly from renewable
biomass; and meets American Society for Testing and Materials specifications for use in
home heating applications, or such other quality certification standards as are approved
by the department. For industrial and commercial applications, the department may
substitute operational performance requirements that it determines are acceptable.
“Renewable biomass”, non-fossil fuel based material, including: planted crops; crop
residues; planted trees and tree residues from sustainably managed forests; waste
materials including animal waste, animal by-products, organic portions of municipal solid
waste, grease trap waste, construction and demolition debris; and algae, or as otherwise
determined by the department in consultation with the department of environmental
protection and the executive office of energy and environmental affairs.
“Waste feedstock”™, previously used or discarded solid, liquid or contained gaseous
material with heating value resulting from industrial, commercial or household food
service activities that would otherwise be stored, treated, transferred or disposed. Waste
feedstock shall include, but not be limited to: waste vegetable oils, waste animal fats,
substances derived from wastewater and the treatment of wastewater or grease trap
waste. Waste feedstock shall not include petroleum-based waste or waste that otherwise
meets the definition of hazardous waste, unless otherwise determined by the department
of environmental protection.

(2) Manufacturers and wholesale distributors of petroleum distillate substitute fuel who
seek to have their fuel classified as eligible petroleum distillate substitute fuel shall
provide documentation satisfactory to the department that such fuel yields at least a 50
per cent reduction in lifecycle greenhouse gas emissions per unit of delivered energy, in
comparison to the petroleum distillate fuel displaced.
In determining the percentage lifecycle greenhouse gas reductions achieved by particular
fuels, the department, in consultation with the department of environmental protection
and the executive office of energy and environmental affairs, shall use information and
best practices available from other sources, including other states, the federal
government, forcign governments, academic research and private and non-profit
organizations.



If the department, in consultation with the department of environmental protection and
the executive office of energy and environmental affairs, determines through an initial
review that a particular waste feedstock will clearly yield at least a 50 per cent lifecycle
greenhouse gas reduction, is free of hazardous materials and hazardous waste, and meets
any other conditions set by regulations promulgated by the department, the department
may exempt fuel produced from such a material from a full lifecycle greenhouse gas
emissions analysis.
For supplies that the department determines meet the criteria above for reductions in
greenhouse gas emissions, the department shall certify the supplies as eligible petroleum
distillate substitute fuel and shall provide documentation or certificates to suppliers of
such fuel showing the number of gallons of neat eligible petroleum distillate substitute
fuel supplied. The department shall, by regulation, determine which suppliers the
documentation shall apply to, and shall create a mechanism for tracking such supplies. |

(3) Except as provided in paragraph (4), the following shall apply to all number 2
petroleum distillate fuel and all other liquid fuel sold as a substitute for number 2
distillate fuel, offered for sale to end-users, retail sellers or to any other entity that will be
providing such fuel directly to end-users in the commonwealth for use in residential,
commercial or industrial heating applications. Such fuel must contain at least 2 per cent
eligible petroleum distillate substitute fuel, measured by available energy content or as
otherwise provided by the department, no later than July 1, 2010. Except as provided in
subsection (4), all such fuel must contain at least 3 per cent eligible petroleum distillate
substitute fuel no later than July 1, 2011, 4 per cent eligible petroleum distillate substitute
fuel no later than July 1, 2012, and 5 per cent eligible petroleum distillate substitute fuel
1no later than July 1, 2013.

The department shall study the feasibility of applying the percentage requirements above
to number 4 and number 6 petroleum distillate fuel, including whether blends of eligible
petroleum distillate substitute fuel with number 4 or number 6 petroleum distillate fuel
will operate correctly in applicable heating equipment. If the department determines that
doing so is feasible, it shall extend the percentage requirements above to number 4 and
number 6 petroleum distillate fuel.

The department may delay these implementation dates for the period of time which it
determines, in consultation with the department of environmental protection and the
executive office of energy and environmental affairs, that providing sufficient supplies of
the required eligible petroleum distillate substitute fuel to end-use consumers is not
feasible due to lack of supply, lack of blending facilities or unreasonable cost. If the
department delays implementation as provided in the preceding sentence, the
commissioner shall file a report within 30 days of such decision with the clerks of the
house of representatives and senate who shall forward the same to the house and senate
comrmittees on ways and means, the joint committee on telecommunications, utilities and
energy, the joint committee on environment, natural resources and agriculture and the
joint committee on transportation explaining the reasons for any such decision to delay
implementation. o



If a low carbon fuel standard or a similar standard or system, that will achieve equal or
greater reductions in greenhouse gas emissions to the minimum content requirement for
eligible petroleum distillate substitute fuel specified by this section, is adopted by the
commonwealth, or a standard applying to the commonwealth is adopted by the federal
government; then at least 60 days prior to the effective date of the standard the
department of environmental protection shall submit a statement to the general court that
the standard will become effective on the particular date, and the department of
environmental protection’s determination that the standard will achieve the specified
reduction in emissions. If the general court takes no action, the minimum content
requirement specified by this section shall expire on the date that the regulations
implementing the standard or system becomes effective, or at such other date specified by
the department, but in any case within 1 year of implementation of the regulations. If the
department chooses an expiration date other than the effective date of the regulations it
shall submit a statement to the general court explaining its reasons for doing so prior to
said effective date.

(4) The department, in consultation with the department of environmental protection and
the executive office of energy and environmental affairs, shall study the feasibility,
benefits and costs, including benefits and costs to consumers, producers and the state
government, of making the percentage mandates in subsection (3) apply on a statewide
average basis rather than for every gallon of petroleum distillate fuel sold for heating
purposes. If the department determines that such a system is feasible and that its benefits
substantially exceed its costs, the department shall have the authority to implement such a
system. The department shall determine on which entities the percentage requirements
shall be applied. If the department implements such a system, the department shall
promulgate regulations allowing and tracking sales of certificates or other documentation
from the department that show use of eligible petroleum distillate substitute fuel in the
commonwealth. Entities may meet their percentage requirements for use of eligible
petroleum distillate substitute fuel by purchasing certificates or other documentation, and
such certificates may be re-sold.

(5) Manufacturers and wholesale distributors of eligible petroleum distillate substitute
fuel, and of fuel blended from petroleum distillate and eligible petroleum distillate
substitute, doing business in the commonwealth shall furnish samples of such products to
the department, shall permit the entry and inspection by the department or the department
of environmental protection of the premises of such manufacturers or distributors, and the
ingpection and sampling of fuel stored thereon.

{6) Manufacturers of eligible petroleum distillate substitute fuel that is sold in the
commonwealth shall meet quality assurance criteria or accreditation requirements
determined by the department, in consultation with the department of environmental
protection. Manufacturers shall submit documentation of quality assurance or
accreditation to the department by November 1, 2009, or at least 3 months prior to the
date on which the department certifies their fuel as eligible petroleum distillate substitute
fuel, and shall submit documentation to the department showing that their accreditation
remains current every 2 years thereafter.



(7) The department shall evaluate the feasibility and desirability of requiring BQ-9000 or
other comparable accreditation requirement for producers and wholesale distributors of
petroleum distillate substitute fuel and petroleum distillate fuel blended with petroleum
distillate substitute fuel operating in the commonwealth. If the department concludes that
such accreditation is feasible and desirable in order to protect consumers and the
environment, the department shall promulgate regulations to implement an accreditation
requirement.

(8) The department shail promulgate regulations to implement the provisions of this
section.

(9) No person shall sell or offer to sell petroleum distillate heating fuel in the
commonwealth, including eligible petroleum distillate substitute fuel that does not
conform to the provisions of this section.

(10) Notwithstanding section 249H, failure to comply with subsection (9) of this section
shall constitute an unfair or deceptive act under chapter 93A, and may be enforced as
provided _ therein.

SECTION 3. Said chapter 94 is hereby further amended by inserting after section 295G
the | following section:—

Section 295GY2. (1) As used in this section, the following words shall have the following
meanings:-

“BQ-9000", the National Biodiesel Accreditation Program for producers and marketers
of biodiesel fuel, operated by the National Biodiesel Accreditation Commission.
“Commissioner”, the commissioner of the department of energy resources.
“Department”, the department of energy resources within the executive office of energy
and environmental affairs.
“Diesel substitute fuel”, fuel that is derived predominantly from renewable biomass; that
meets American Society for Testing and Materials specifications for use in diesel
engines, or that meets such other quality certification standards as are approved by the
department for the application involved. For diesel substitute fuel used in on-road motor
vehicles, the fuel shall meet the registration requirements for fuels and fuel additives
established by the United States Environmental Protection Agency under section 211C of
the Clean Air Act, 42 UsC section 7545.
“Eligible diesel substitute fuel”, diesel substitute fuel that yiclds at least a 50 per cent
reduction in lifecycle greenhouse gas emissions relative to average emissions for
petroleum-based diesel fuel sold in 2005, as determined by the department, in
consultation with the department of environmental protection and the executive office of
energy and environmental affairs.
“Feedstock”, the raw material used to produce a fuel.



“Lifecycle greenhouse gas emission™, the aggregate quantity of greenhouse gas
emissions, including direct emissions and significant indirect emissions such as
significant emissions from land use changes, as determined by the department, in
consultation with the department of environmental protection and the executive office of
energy and environmental affairs, related to the full fuel lifecycle, including all stages of
fuel and feedstock production and distribution, from feedstock generation or extraction
through the distribution and delivery and use of the finished fuel to the ultimate
consumer, where the mass values for all greenhouse gases are adjusted to account for
their relative global warming potential.
“Low carbon fuel standard™, a legal requirement that the average lifecycle greenhouse
gas emissions attributable to use of energy in an economic sector are equal to or below a
specified numeric level, or a similar standard or system, such as the requirement
contained in California Executive Order S-1-07. The level may be stated as units of
greenhouse gas emissions per unit of delivered energy, corrected for differences in the
efficiency of the energy in the particular end use; for example the difference between
efficiency of a gasoline engine and an electric motor in powering a vehicle. The standard
may apply to energy used in motor vehicles or to another energy consuming sector.
“Renewable biomass”, non-fossil fuel based material, including: planted crops; crop
residues; planted trees and tree residues from sustainably managed forests; waste
materials including animal waste, animal by-products, organic portions of municipal solid
waste, grease trap waste, construction and demolition debris; and algae, or as otherwise
determined by the department in consultation with the department of environmental
protection and the executive office of energy and environmental affairs.
“Waste feedstock”, previously used or discarded solid, liquid or contained gaseous
material with heating value resulting from industrial, commercial or household food
service activities that would otherwise be stored, treated, transferred or disposed. Waste
feedstock shall include, but not be limited to: waste vegetable oils, waste animal fats,
substances derived from wastewater and the treatment of wastewater and grease trap
waste. Waste feedstocks shall not include petroleum-based waste or waste that otherwise
meets the definition of hazardous waste, unless otherwise determined by the department
of environmental protection.

(2) Manufacturers and wholesale distributors of diesel substitute fuel doing business in
the commonwealth who wish to have their fuel classified as eligible diesel substitute fuel
shall provide documentation satisfactory to the department that such fuel yields at least a
50 per cent reduction in lifecycle greenhouse gas emissions per unit of delivered energy,
in comparison to the petroleum-based diesel fuel displaced.

In determining the percentage lifecycle greenhouse gas reductions achieved by particular
fuels, the department, in consultation with the department of environmental protection
and the executive office of energy and environmental affairs, shall use information and
best practices available from other sources, including other states, the federal
Env1r0nmental Protection Agency, foreign governments, academic research and private
and non-profit organizations.



If the department, in consultation with the department of environmental protection and
the executive office of energy and environmental affairs, determines through an initial
review that a particular waste feedstock will clearly yield at least a 50 per cent lifecycle
greenhouse gas reduction, is free of hazardous materials and hazardous waste, and meets
any other conditions set by regulations promulgated by the department, the department
may exempt fuel produced from such a material from a full lifecycle greenhouse gas
emissions analysis.

For supplies that the department determines meet the criteria above for reductions in
greenhouse gas emissions, the department shall, by regulation, certify the supplies as
eligible diesel substitute fuel and shall provide documentation or certificates to suppliers
of such fuel showing the number of gallons of neat eligible diesel substitute fuel
supplied. The department shall, by regulation, determine which suppliers the
documentation shall apply to, and create a mechanism for tracking such supplies.

(3) Except as provided in subsection (4), the following shall apply to all diesel motor
vehicle fuel and all other liquid fuel used in motor vehicle diesel engines, offered for sale
to end-users, retail sellers or to any other entity that will be providing such fuel directly to
end-users in the commonwealth for use in transportation. All such fuel must contain at
least 2 per cent eligible diesel substitute fuel, measured by available energy content or in
such other manner as determined by the department no later than July 1, 2010. Except as
provided in subsection (4), all such fuel must contain at least 3 per cent eligible diesel
substitute fuel no later than July 1, 2011, 4 per cent eligible diesel substitute fuel no later
than July 1, 2012, and 5 per cent eligible diesel substitute fuel no later than July 1, 2013.

The department may delay these implementation dates for the period of time which it
determines, in consultation with the department of environmental protection and the
executive office of energy and environmental affairs, that providing sufficient supplies of
the required eligible diesel substitute fuel to end-use consumers js not feasible due to lack
of supply, lack of blending facilities or unreasonable cost. If the department delays
implementation as provided in the preceding sentence, the commissioner shall file a
report within 30 days of such decision with the clerks of the house of representatives and
senate who shall forward the same to the house and senate committees on ways and
means, the joint committee on telecommunications, utilities and energy, the joint
committee on environment, natural resources and agriculture and the joint committee on
trapsportation explaining the reasons for any such decision to delay implementation.

If a low carbon fuel standard or a similar standard or system, that will achieve equal or
greater reductions in greenhouse gas emissions to the minimum content requirement
specified by this section is adopted by the commonwealth, or a standard applying to the
commonwealth is adopted by the federal government, then at least 60 days prior to the
effective date of the standard, the department shall submit a statement to the general court
that the standard shall become cffective on the particular date, and the department of
environmental protection’s determination that the standard will achieve the specified
reduction in emissions.



If the general court takes no action, the minimum content requirement specified by this
section shall expire on the date that the regulations implementing the standard or system
becomes effective, or at such other date specified by the department, but in any case
within 1 year of implementation of the regulations. If the department chooses an
expiration date other than the effective date of the regulations it shall submit a statement
to the general court explaining its reasons for doing so prior to said effective date.

(4) The department, in consultation with the department of environmental protection and
the executive office of energy and environmental affairs, shall study the feasibility,
benefits and costs, including benefits and costs to consumers, producers and the
commonwealth, of making the percentage mandates in subsection (3) apply on a
statewide average basis rather than for every gallon of diesel motor fuel sold. If the
department implements such a system, the department shall promulgate regulations
allowing and tracking sales of certificates or other documentation from the department
that show use of eligible diesel substitute fuel in the commonwealth. Entities may meet
their percentage requirements for use of eligible diesel substitute fuel by purchasing
certificates or other documentation, and such certificates may be re-sold.

(5) Manufacturers and wholesale distributors of eligible diesel substitute fuel, and of fuel
blended from petroleum diesel and eligible diesel substitute, doing business in the
commonwealth shall furnish samples of such products to the department, shall permit the
entry and inspection by the division and department of the premises of such
manufacturers or distributors and the inspection and sampling of fuel stored thereon.

(6) Manufacturers of eligible diesel substitute fuel that is sold in the commonwealth shall
meet quality assurance criteria or accreditation requirements determined by the
department, in  consultation with the department of  environmental
protection. Manufacturers shall submit documentation of quality assurance or
accreditation to the department on or before November 1, 2009, or at least 3 months prior
to the date on which the department certifies their fuel as eligible diesel substitute fuel,
and must submit documentation to the department showing that their accreditation
remains - current every 2 years thereafter.

(7) The department shall evaluate the feasibility and desirability of requiring BQ-9000 or
other comparable accreditation requirement for producers and wholesale distributors of
diesel substitute fuel and petroleum-based motor fuel blended with diesel substitute fuel
operating in the commonwealth. If the department concludes that such accreditation is
feasible and desirable in order to protect consumers and the environment, the department
shall promulgate regulations to implement an accreditation requirement.

(8) The department shall promulgate regulations to implement the provisions of this
section.

(9) No person shall sell or offer to sell heating fuel, including eligible diesel substitute
fuel, that does not conform to this section.



(10) Notwithstanding section 249H, failure to comply with subsection (9) shall constitute
an unfair or deceptive act under the provisions of chapter 93A, and may be enforced as
provided therein.

SECTION 4. The division of energy resources, in consultation with the department of
revenue, shall promulgate regulations concerning the timing and form of documentation
that will enable the department to determine the appropriate tax revenue to be collected
pursuant to this act.

SECTION 5. There is hereby established a special commission to study the feasibility
and effectiveness of various forms of incentives to promote the development and use of
advanced biofuels in the commonwealth including, but not limited to: production credits,
the production and harvesting of woody biomass or woody residue, feedstock incentives
and direct consumer credits for the use of advanced biofuels in various applications. The
commission shall be comprised of 11 members: 3 of whom shall be appointed by the
speaker of the house of representatives, 1 of whom shall be the house chair of the joint
committee on telecommunication, utilities and energy, who shall serve as co-chair; 1 of
whom shall be appointed by the house minority leader; 3 of whom shall be appointed by
the senate president, 1 of whom shall be the senate chair of the joint committee on
telecommunication, utilities and energy, who shall serve as co-chair; 1 of whom shall be
appointed by the senate minority leader; and 3 of whom shall be appointed by the
governor, 1 of whom shall be the secretary of the executive office of energy and
environmental affairs, or his designee, and 1 of whom shall be employed by a company
that works in the field of advanced biofuels. In conducting its investigation and study,
the commission shall consider biofuel incentive programs in other states and the
commonwealth’s relative competitiveness in the field.

The commission shall report to the general court the results of its investigation and study
and its recommendations, if any, together with drafts of legislation necessary to carry its
recommendations into effect, by filing the same with the cletks of the house of
representatives and the senate, who shall forward the same to the joint committee on
telecommunications, utilities and energy and the house and senate commitiees on ways
and means on or before March 31, 2009 .

SECTION 6. The governor and the secretary of energy and environmental affairs shall
develop and enter into, to the extent possible, an agreement among those states
participating in the Regional Greenhouse Gas Initiative, for the purpose of implementing
a low carbon fuel standard hereinafter referred to as LCFS, for transportation fuels;
provided, however, that when possible:

(1) the LCFS shall be measured on a full fuels cycle basis;
(2) the LCFS may be met through market-based methods by which providers exceeding
the performance required by an LCFS shall receive credits that may be applied to future
obligations or  traded to providers not  meeting the LCFS;
(3) the agreement shall establish a declining standard for greenhouse gas emissions
measured in CO2-equivalent grams per unit of fuel energy sold, sufficient to achieve a 10



per cent reduction in the carbon content of all passenger vehicle fuels sold in participating
states; and
(4) the commonwealth shall, with the other states participating in the agreement,
examine the regulations and implementation of a low carbon fuel standard in California
and other states and shall consider ways to coordinate and issue public findings on both
such matters, and shall, if applicable, use in the agreement the life-cycle analysis methods
employed by the California Air Resources Board to determine the carbon intensity of
fuel.

SECTION 7. There shall be a special commission to investigate and develop a strategy
to increase the use of advanced biofuels as alternatives to conventional carbon-based
fuels by the commonwealth, its agencies and political subdivisions and regional transit
authorities.

The commission shall consist of the secretary of administration and finance or his
designee, the secretary of energy and environmental affairs, who shall serve as the chair,
the commissioner of energy resources, commissioner of the department of public utilities,
the commissioner of revenue or his designee, the general manager of the Massachusetts
Bay Transportation Authority or his designee, and 6 members to be appointed by the
governor, 2 of whom shall represent the Massachusetts Municipal Association, 2 of
whom shall represent regional transit authorities, 1 of whom shall represent
environmental organizations in the commonwealth, and 1 of whom shall represent
suppliers of motor fuels in the commonwealth.

The commission shall develop strategies to increase the use of advanced biofuels by the
commonwealth, its agencies and political subdivisions and regional transit authorities and
methods to advance those strategies. Methods to be considered shall include, but not be
limited to: financing mechanisms including grants, loans and other incentive programs
for group procurement of advanced biofuels, vehicles using advanced biofuels and
distribution infrastructure and technical assistance.

The commission shall file a report detailing its strategies and methods and its
recommendations, if any, and cost estimates together with drafts of legislation necessary
to carry those recommendations into effect by filing the same with the clerks of the
senate and Thouse of reprcsentatives on or before April 15, 2009.

SECTION 8. Section 1 shall be effective for tax years beginning January 1, 2009 and
ending December 31, 2017.

Approved July 28, 2008



Heating New York With Biodiesel, A Bad Idea.

The New York City Council is currently considering legislation that would require heating
oil include biodiesel — a fuel primarily derived from vegetable oils. Bioheat proponents
claim that substituting biodiesel for petroleum can reduce oil imports, improve air quality,
and reduce greenhouse gas emissions.

In reality, a biodiesel mandate will increase heating oil costs by 15-30 cents a gallon, do
little to improve air quality beyond what can be achieved with ultra low sulfur diesel, encourage
environmentally destructive farming practices, have no impact on foreign oil consumption, drive up food prices,
devour millions of dollars in taxpayer subsidies, and increase greenhouse gas emissions (see the latest report from
Science, “Land Clearing and the Biofuel Carbon Debt™ and The New York Times coverage, “Biofuels Deemed a
Greenhouse Threat™).

Rather than require biodiesel, City Council should authorize an ultra low sulfur diesel (ULSD) heating oil
mandate. ULSD will improve air quality in the city dramatically and reduce heating oil consumption without
raising the cost of home heating or requiring government subsidies.

Biodiesel is a renewable fuel made from non-renewable resources

Biodiesel can be refined from a wide variety of vegetable oils and animal fats, but in the US, subsidies and tariffs
make soybean oil the dominant feedstock. Soybeans may be a renewable resource but America’s industrial-scale
farms devour and destroy enormous guantities of non-renewable and irreplaceable resources.

Powering the machines that plow, plaﬁt, harvest, cast fertilizers, spray pesticides, pump irrigation water, etc. is
energy intensive. The fossil fuels consumed by on-farm operations release significant quantities of greenhouse
gases and toxic air emissions.

Adding to soybean agriculture’s formidable fossil fuel tally, large amounts of natural gas are needed to produce
the nitrogen based fertilizers that promote their growth. These fertilizers break down in fields releasing nitrous
oxides, a global warming agent hundreds of times more potent than CO,. When these fertilizers leach from farm
fields they poison drinking water and ravage marine ecosystems. Run-off from Midwestern farm fields ends up in
the Gulf of Mexico where it contributes to a New Jersey-size “dead zone” almost entirely absent of marine life.”

A toxic rainbow of pesticides are sprayed on soybeans in an effort to combat weeds and insects. Making matters
worse, 91 percent of the US soybean acreage planted in 2007 was genetically engineered to tolerate herbicides,?
a development that has boosted glyphosate applications several fold. Glyphosate, a powerful weed killer, is
the third most common cause of pesticide illness in farm workers; exposure has been linked to rare cancers,
miscarriages, and premature births.!®

www.habitatmap.org



Blodlesel will increase greenhouse gas emissions & raise food prices
The US is on track to produce 3.3 billion gallons of biodiesel in 2009." A
quantity of fuel that would consume nearly every acre of US soybeans, yet
meet only 6 percent of our diesel demand.”” That 6 percent is not going to
secure our energy independence but it will increase greenhouse gas emissions
and raise food prices.

Clearing new land for energy crops releases up to 420 times more CO, than
the fossil fuels they displace.”® Low-income countries offer cheap land and
labor and tropical crops such as palm can yield eight times more ol per acre
than soybeans. If we continue to mandate the consumption of biodiesel we
will exhaust domestic soybean acreages and the economics of vegetable oil
will shift production to the tropics. Grasslands, wetlands, and forests will
be cleared to make way for palm plantations destroying wildlife habitat and
releasing millions of tons of greenhouse gases.™

Switching land from food to fuel raises food prices. In late 2006, the US
demand for corn based fuels contributed to a dramatic spike in the price of
corn, pushing up the cost of corn-intensive foods such as dairy, eggs, and
meat.”* And in Europe, the enormous demand for biodiesel stimulated by the
2003 Biofuels Directive has pushed up the cost of palm oil in Southeast Asia
threatening the food security of millions living on less than a dollar a day.!

And we're paying for all this?

Hundreds of government programs have been created to support virtually
every stage of production and consumption relating to biodiesel. Everyone
from soybean farmers to biodiesel distributors get handouts compliments
of the taxpayer. Every year grants, tax breaks, cheap credit, and regulatory
mandates funnel hundreds of millions of dollars into promoting biodiesel,
doling out around $2.00 for every gallon consumed.'

IfNew York City mandates bioheat
We will consume approximately
100 million gallons of biodiesel
anually by 2013, With an aver
age yield of 58 gallons of biodiesel
Per acre of soybeans,!” heating 0uf
hol‘nes and businesses would ¢
quire 1,724,138 acres of soybeans
Which in tumn would require:"®

* 9,120,690 gal. of diesel
3,362,069 gal. of gasoline
655,172 gal. of propane
120,690 c.f. of natural gas
7,931,035 kwh of electricity
161,551,731 1bs. of fertilizer

'\7:000,000 Ibs. of pesﬁc‘ii%/
What we can do

Contact your City Council Member and Mayor Bloomberg today in support of a ULSD heating oil mandate that
does not include biodiesel. Let them know that by simply switching to ULSD heating oil we can dramatically
improve the quality of the air we breathe daily while reducing oil consumption, and we can do it without raising
the cost of home heating or depending on unsustainable and environmentally destructive biodiesel!
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On behalf of the National Oilheat Research Alliance, I am
happy to be able to provide you and the committee with
some information on bioheat and the future of the
oilheating industry.

The oilheating industry has had a long history of working
to improve its environmental record. Over the years, the
industry has adopted modern technology to improve the
etficiency and emissions from oilheating equipment. The
industry has also adopte/gl /a1 3gare Pgi}g;e approach to
1mproving equipment# Recently,;fhe industry has decided
to support the efforts of the Mid Atlantic Northeast
Visibility Union’s effort to reduce sulfur in heating oil to
15 ppm. We believe that this will significantly reduce the
particulate emissions from heating oil combustion, and will
lead to the next generation of ultra-f,.efﬁcient equipment.

As part of this effort to improve the environmental record
and develop a better future for the industry and its
customers, the oilheating industry began to look into
biodiesel as a blendstock for heating oil. Early on, we
found that the addition of biodiesel to heating oil improved
its emissions of sulfur dioxide, nitrous oxides and
particulate matter. Additionally, we saw it as beneficial if
we could increase the domestic content of our fuel, and
simultaneously reduce emissions of carbon dioxide. We
believe that thig strategy coupled with the industry’s
integration of solar technology will allow us to continue to
be a very environmentally friendly fuel and pave the way
for a continued role in America’s energy future,



As the first phase of this strategy, we worked to ensure that
bioheat, a mixture of biodiesel and heating oil could be
used in existing heating oil equipment. Essentially, this
would allow our existing customers.to move to a greener
fuel with no investment in technology. |

After significant effort, we were able to establish a standard
for heating oil that provides for 5 percent of biodiesel to be
mixed with heating oil. This allows us to begin selling this
fuel to many of our customers. We believe this turn to a
greener fuel will benefit them and our society.

This hearing is examining many areas regarding the
efficiency and life cycle of bioheat. The issues are very
complicated and attempting to understand the primary,
secondary and tertiary impacts of our activities are
important and will provide guidance to our future.
However, at the same time we examine these implications,
people in the industry are moving forward. Additionally,
We are seeing continuous advances in the technology and
efficiency of biodiesel production and the crops that are
used in it. ‘There is no perfect solution, but as an industry
we are working to develop alternativ S, 4 ol /C/(//////' L
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Testimony of Gene Pullo, President of Metro Terminals and
Metro Biofuels Before the New York City Council
Environmental Protection Committee
February 25, 2009

Good morning Chairman Gennaro and members of the Environmental Protection
Committee. [’m Gene Pullo, President of Metro Terminals and Metro Biofuels. Metro is
a 66-year old family-owned energy services provider specializing in heating oil, diesel
fuel and most recently, biodiesel.

Metro is currently the largest marketer of biodiesel and bioheat in the New York
Metropolitan Area. We are in the process of building the region’s largest biodiesel
processing facility adjacent to our terminal on the Newtown Creek in Greenpoint,
Brooklyn. Our facility will be equipped to handle numerous biodiesel feedstocks
including soy, recycled restaurant grease and algae, to name a few. OQur facility will
directly create 30 green collar jobs and 50 construction jobs right here in New York City.
While other companies are fleeing the manufacturing business in Brooklyn, we are
expanding ours. We see the biodiesel industry in New York City and New York State as
a vital tool for economic growth during a time when we need it the most.

I would first like to thank Chairman Gennaro for his leadership in promoting the use of
cleaner and more responsible biofuels in New York City. I have traveled to biofuels
conferences all around the country and Jim is regarded as somewhat of a legend and a
visionary. Inmy travels, I am inspired by the success of biodiesel mandates and
initiatives in other cities and states such as San Francisco, Minnesota, Massachusetts,
Pennsylvania and Florida, but when I arrive back in New York, I am frustrated. I am
frustrated because my family and I believe that as a country, we need to improve air
quality, fight global warming and reduce our dependence on foreign oil. For someone
who makes his living in the petroleum business, these could be hard concepts to digest,
let alone preach. But my firm belief is that the status quo is unacceptable, and in a small
way, | feel like we have the power to change that.

The question is, why has New York City’s bioheat mandate legislation stalled? Has air
quality improved dramatically? Has global warming subsided? Has our dependency on
foreign petroleum suddenly ceased? I think we all know the answers to these questions.
But it bears repeating why there has been a global movement for biofuels and biodiesel in
the first place.

* Biodiesel has no sulfur - that means none of the soot or particulate matter that has
been linked to asthma, cardiovascular disease and respiratory disease. It’s simple
— biodiesel blends of B20 reduces overall sulfur and particulate matter emissions
by 20%. That, in and of itself, should compel every air quality advocate and
every environmental justice advocate to fight with everything they have to
mandate a fuel with 20% less sulfur — that is available; that is affordable; that



requires no expensive changes to oil refineries; and that requires no special
equipment..

* If that wasn’t reason enough, replacing diesel and home heating oil with biodiesel
blends will substantially lower our city’s carbon footprint — B100 reduces carbon
dioxide by 78%.

* And biodiesel reduces our dependency on foreign oil. It is made from diverse and
plentiful domestic products which include agricultural crops like soy as well as
recycled restaurant grease, animal fats and next generation feedstocks like algae.

* Biodiesel has been proven, in federal studies, to have a positive energy balance of
3.5 to 1 — meaning the amount of carbon it takes to make biodiesel is far, far
outweighed by the amount of carbon that is displaced by using that biodiesel
instead of 100% petroleum products like home heating oil and diesel fuel.

In fighting for biodiesel in New York State, | have found many allies in the
environmental and health advocacy communities -- leaders like the American Lung
Association and the League of Conservation Voters. Numerous other leading groups
joined Metro and the New York Oil Heating Association in our fight to restore the
bicheat tax credit in Albany.

Since this is an oversight hearing on the sustainability of biofuels, I would like to address
this issue as someone who has dedicated his life to learning about, and promoting
biodiesel — precisely because of its sustainability.

Our dependence on petroleum is not sustainable. It is not sustainable to keep importing
oil from foreign governments in the Middle East and Latin America that seek to do our
country harm, It is not sustainable to burn fossil fuels when a much cleaner, affordable
domestically produced alternative that contains significantly less fossil fuels is available
and New Yorkers can breath easier. And it is not sustainable to talk about global
warming, but ignore one of the most significant ways to fight it right here in our own
backyard. If by unsustainable, we mean, we can’t continue doing what we’re doing
because it will dig us further into the hole we are already in, then delaying a bioheat
mandate is the definition of unsustainable.

The fact is, “sustainability” has only become the latest tool to thwart progress toward a
greener, more politically stable country and a cleaner New York City. Few people can
even articulate what “sustainability” means; how to achieve a sustainability standard that
is viable; or provide any better alternative.

There are always those who resist change because it costs too much, or because it’s too
complicated. Miraculously, biodiesel does not have to cost too much and it is pretty
uncomplicated. But for some, if we don’t have the perfect fuel, they’d rather stay with
the status quo. Well, as the saying goes, the perfect is the enemy of the good.




There is no perfect fuel. Every renewable or alternative fuel has its unanswered
questions. But our job should not be to wait indefinitely for those answers. We all want
the perfect fuel but sometimes we need to work with what’s right there in front of our
eyes and then work to make it a better. That is exactly what is happening with biodiesel
right now. We know that there are good and sustainable feedstocks available today. We
also know that even better feedstocks are just a few years out — like algae and jatropha. If
the country doesn’t embrace bioheat and biodiesel now, it runs the risk of losing the kind
of green industry that most states are struggling to attract.

It is essential that the New York City Council enact a bioheat mandate that we can all live
with. Mayor Bloomberg has already pledged his support of biodiesel and bioheat by
converting many city fleets and city buildings to biodiesel and bioheat. Now we are
asking the Mayor, the Speaker and other city leaders to get behind a sensible bioheat
mandate that will make an even greater impact on the quality of life for New Yorkers.

Thank you. I will be happy to answer any questions you may have.
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Good Morning Mr. Chairman and Members of the Environmental Protection
Committee. My name is John Maniscalco and | am the Executive Vice
President of the New York Oil Heating Association, a trade association
comprised of mostly family-owned heating oil distributors and terminal
operators located throughout the City of New York. Thank you for the
opportunity to testify today.

As you know from past hearings, the New York Oil Heating Association
fully supports the increased use of Bioheat in New York City and has
testified in favor of Intro 594 as it pertains to a phased-in Bioheat mandate.
It is time we made this happen. We have more than enough information to
move forward with a sensible strategy to make our heating oil more
renewable, cleaner, greener and more sustainable for our city.

As an industry we still have logistical concerns about Bioheat, in particular,
concerns addressing immediate supply outlets, product quality control and
adequate ramp-up time for terminals to retrofit the storage of Bioheat into
their terminals. However, we have placed aside our hesitations and we
stand with environmental organizations and health advocacy groups like
the League of Conservation Voters and the American Lung Association to
support a Bioheat mandate because it is the right thing to do for our city,
for our industry, and for this country. It's the first step toward a cleaner
and greener future.

Mandating a B5 Bioheat blend could displace as much as 40 mitlion gallons
of distillate # 2 oil every year. As we ramp up to a B20 Bioheat blend, the
displacement of # 2 oil could be as much as 160 million gallons. These are
incredible numbers! Bioheat will enable our city to upgrade to a cleaner,
more renewable fuel with impressive air quality benefits without requiring
major equipment upgrades for our customers.

A COMPLETELY INTEGRATED TRADE ASSCCIATION REPRESENTING ALL BRANCHES OF THE OIL HEATING INDUSTRY IN THE METROPOLITAN NEW YORK AREA
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The industry supports Bioheat. Environmental groups and health
advocates support Bioheat. Mayor Bloomberg has already switched many
city truck fleets to biodiesel, and city buildings to Bioheat. And there is no
greater Bioheat advocate than Chairman Jim Gennaro ... but we're still
waiting — 2 years later — for a Bioheat mandate to pass, and it all seems to
hinge on the issue of “sustainability,” which is the topic of today’s hearing.

There are people here today that are much more qualified to speak to this
very complicated issue than |, and we've heard, or we are yet to hear from
many of them today. | am here to say that there will always be more
questions raised than answered. Sometimes it is wiser to wait for further
studies or a better political or economic climate to emerge before pursuing
a major initiative. This is not the case with Bioheat. To indefinitely delay
an initiative with such clear benefits like reducing our dependence on
foreign oil, improving air quality and fighting global warming because we’re
waiting for a low carbon fuel standard or because questions have been
raised about indirect land use change is, in a word, ludicrous. More than 1
million city housing units use heating oil to heat their living space, and
millions more gallons of heating oil are used in the commercial and
industrial sectors. Heating oil is here to stay. So why not make it better?
That is what Bioheat does — it makes a good product better for New
Yorkers, and with a mandate it will be done across the board on a level
playing field. We need to move forward with the good information we have
now and adjust accordingly as new issues emerge. New York City should
be leading the way — but right now we appear to be lagging behind.

| again thank you for the opportunity to testify here today, and would be
happy to answer any questions you may have.



Testimony on the Supply of Biodiese! for the New York City Area

First let me thank the Counsel for the opportunity to speak on behalf of this
very important piece of legislation and help advance the use of a clean
burning renewable fuel. My name is Daniel Falcone, | am the owner of Total
Fuel Services Corporation, a retail and wholesale distributor of Diesel and
Bio-diesel blended fuels. My retail company has been supplying a B20, Bio-
heat fuel to my customer base for the last two years, approximately 2 1/2
million gallons of bio-diesel blended fuel. | can honestly and safely report
no negative issues have been generated from the use of this fuel. Ever
since September 11th 2001, | have become very passionate in the
alternative fuel industry and believe strongly in supplementing our
dependency on foreign fuel not only for national security but for
reinvesting in our economic independeﬁc_e. | became.a member of the
Clean Cities Program, a member of the Envirohmental Business
Association, was elected Vice-Chair of Policy for the Bio-Fuels Industry
Committee and a Board member of the Connecticut Bio-diesel and Bio-heat
Association. | have taken a very active role in advocating Bio-diesel to the
public and private sectors. | am working with my constituents in the
petroleum markets by expanding our opportunity to available bio-diesel
product in a very economical and sustainable fashion. I believe Bio-diesel
not only needs to be environmentally sustainable but economically
sustainable. | have taken the position as the North East Wholesale Manager
with one of the largest regional distributors of Bio-diesel, Ultra Green
Energy Services. Ultra Green distributes a bio-diesel produced from non-
food resources such as recycled oils and reclaimed fats from industrial
processing. To help mature the markets for bio-diesel to be implemented
with traditional heating oil and diesel fuel, Ultra Green offers risk managed
prograr’hs to wholesale fuel terminals and retail distributors. They price

contracts against market indexes such as Platts, Opis and Nymex.



These are the very markets the current petroleum distributors uses to
purchase and sell fuels daily. By pricing against these markets, Ultra Green
helps the petroleum markets acclimate to utilizing a renewable fuel in a
very familiar, mature and economically sensible way. They take inventory
positions with terminal storage facilities and offer financing for the
implementation of proper storage, blending and distributing equipment. |
am proud to have aligned myself with a company that has decided to invest
in renewable fuels. Ultra Green is prepared to help with the growth of this
renewable fuel to the New York metropolitan area and to assure the City
Council and the Mayor's office that it will maintain economical
sustainability with this renewable fuel. Now, no one here today has been
spared from the recent financial-crisis, our ei;ono.mic fears @nd insegurities
are at an all time high. My goal here today is not to sell bio-diesel but to be
a part of something historic, something bigger then me, as faras 1 am
concerned New York is one of the cornerstones of our planet, it is a direct
reflection of our society's consciousness. Today we have an opportunity to
rise above the status quo and above our current situation and help by
reinvesting in ourselves. Bio-diesel is just one piece of the alternative
energy puzzle for us to work with. We need start today, we can always do
better but need to start somewhere, Bio-heat fuel works, it is sustainable
and it is available today. Please, let us not lose this opportunity to reinvest
in ourselves. | want to thank the Council again for this opportunity and look

forward for the advancement of a Bio-heat mandate in New York.

Sincerely,

Daniel Falcone
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My name is Brent Baker and | am a life-long environmental activist who has been
actively promoting biodiesel use in the United States for over 14 years. For many of
those 14 years | was the director of a non-profit organization that educated the public on
the dangers of global warming and about things like solar panels and biodiesel as ways
they could stand up and fight against it.

1 now am the CEOQ of one of New York Cities leading biodiesel companies, Tri-State
Biodiesel(TSB). My company collects cooking oil from well over 2000 NY city
restaurants, recycles it into biodiesel fuel and sells it to local trucking fleets and heating
oil consumers. 1didn’t begin TSB in order to make a quick buck, but rather | started the
company as the next logical step in a lifelong mission dedicated to bringing this amazing
low carbon diesel fuel to wide use and availability.

In preparing these words | looked back at the speeches | made before this body, on the
subject of biodiesel in early 2005, 2007, 2008 and today. In all those years there has
been a lot of talk about biodiesel, but unfortunately very little action.

Still today, 11 years after the release of a comprehensive Department of Energy study
showing that biodiesel use would yield a 78% reduction in carbon emissions and 3 and
give us back 3 half times the amount of energy used to create it, there is very little
biodiesel use in this city.

Its been 6 years now since NYSERDA released a study showing that New York State
had the ability, land and infrastructure to host a large biodiesel industry, and that it
would create huge clean air benefits and a robust green collar economy, and still there
is not a single biodiesel fueling station in the city.

It has been four years now since the Clean Air Task Force released a study pointi'ng out
that New York City lead the nation in premature deaths resulting from diesel emissions



and in the same year the American Lung Association in Washington DC, released a
finding that biodiesel exhaust was 90% less toxic for people to breathe and yet still to
this day the city has taken no action on getting biodiesel into school busses or school
boilers.

As you have and will hear today, the science is overwhelmingly supportive of biodiesel
being better for our health and environment, and even the local petroleum industry has
embraced a biodiesel mandate, but still the Mayor of this city, who has been a great
champion on of health and environment in the past, sits on his hands on this issue. |
implore this administration that the time is now to take decisive action on this issue, and
pass the Bioheat Mandate today.

Pennsylvania and Massachusetts have already taken steps forward with blending
requirements but without the population center of the Northeast on board with biodiesel,
our region will continue to lag behind the rest of the country and our children and
environment will continue to suffer.

Consider this. According to the EPA, each gallon of biodiesel we burn instead of diesel
will displace about 17 pounds of Carbon Dioxide. If we blend 20% biodiesel into all the
heating oil in the city, as the bioheat bill proposes, we could be potentially reducing
petroleum diesel consumption by about 200 miltion gallons. That’s a carbon reduction
of about 3.4 billion pounds, or the equivalent of taking 280,000 cars off the road in
NYC....every year.

How anyone could call themselves an environmentalist and oppose taking 280,000 cars
off the road each year in favor of doing nothing baffles my mind. We have a great
opportunity here and we must take it.

Thank You,
Brent
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burning renewable fuel. My name is Daniel Falcone, | am the owner of Total
Fuel Services Corporation, a retail and wholesale distributor of Diesel and
Bio-diesel blended fuels. My retail company has been supplying a B20, Bio-
heat fuel to my customer base for the last two years, approximately 2 1/2
million gallons of bio-diesel blended fuel. | can honestly and safely report
no negative issues have been generated from the use of this fuel. Ever
since September 11th 2001, | have become very passionate in the
alternative fuel industry and believe strongly in supplementing our
dependency on foreign fuel not only for national security but for
reinvesting in our economic independence. | became a member of the
Clean Cities Program, a member of the Environmental Business
Association, was elected Vlce-Chalr of Policy for the Bio-Fuels Industry
Committee and a Board member of the Connecticut Bio-diesel and Bio-heat
Association. | have taken a very active role in advocating Bio-diesel to the
public and private sectors. | am working with my constituents in the
petroleum markets by expanding our opportunity to available bio-diesel
product in a very economical and sustainable fashion. | believe Bio-diesel
not only needs to be environmentally sustainable but economically
sustainable. | have taken the position as the North East Wholesale Manager
with one of the largest regional distributors of Bio-diesel, Ultra Green
Energy Services. Ultra Green distributes a bio-diesel produced from non-
food resources such as recycled oils and reclaimed fats from industrial
processing. To help mature the markets for bio-diesel to be implemented
with traditional heating oil and diesel fuel, Ultra Green offers risk managed
prograr‘hs to wholesale fuel terminals and retail distributors. They price

contracts against market indexes such as Platts, Opis and Nymex.



These are the very markets the current petroleum distributors uses to
purchase and sell fuels daily. By pricing against these markets, Ultra Green
helps the petroleum markets acclimate to utilizing a renewable fuel in a
very familiar, mature and economically sensible way. They take inventory
positions with terminal storage facilities and offer financing for the
implementation of proper storage, blending and distributing equipment. |
am proud to have aligned myself with a company that has decided to invest
in renewable fuels. Ultra Green is prepared to help with the growth of this
renewable fuel to the New York metropolitan area and to assure the City
Council and the Mayor's office that it will maintain economical
sustainability with this renewable fuel. Now, no one here today has been
spared from the recent financial crisis, our economic fears and insecurities
are at an all time high. My goal here today is not to sell bio-diesel but to be
‘a part of something historic, something bigger then me, as far as lam
concerned New York is one of the cornerstones of our planet, itis a direct
reflection of our society's consciousness. Today we have an opportfunity to
rise above the status quo and above our current situation and help by
reinvesting in ourselves. Bio-diesel is just one piece of the alternative
energy puzzle for us to work with. We need start today, we can always do
better but need to start somewhere, Bio-heat fuel works, it is sustainable
and it is available today. Please, let us not lose this opportunity to reinvest
in ourselves. | want to thank the Council again for this opportunity and look

_forward for the advancement of a Bio-heat mandate in New York.

Sincerely,

Daniel Falcone
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Good morning Chairman Gennaro and Members of the Committee on Environmental
Protection. My name is Fred Giffords. I am chairman of Interstate Biofuels (hereafter,
referred to as “Interstate”). I would like to thank the chairman and members of this
committee for the opportunity to testify on the benefits of biofuel as it relates to
Int. No. 599, the “Bioheat Act of 2007,” and Int. No. 594 regarding the use “of clean

heating oil in New York City.”

Background

Interstate is a project development company that is in the process of building,
owning, and operating four biofuel production facilities in New York, Massachusetts,
Connecticut, and Virginia. Interstate’s facilities will each produce about 15 million gallons
of biofuel, at a to_tal project cost of about $115 million. Interstate will utilize biodiesel
production technology that is feedstock flexible with the focus on using non-food
feedstocks: poultry fat, choice white grease, by-product corn oil, jatropha oil, and algae
oil.

By the way, when I use the term “biofuel” I am referring to the non-petroleum-
based product that can be used alone or blended with heating oil or conventional
petroleumn diesel, respectively, in residential and commercial furnaces and boilers and
diesel-engine vehicles, including trucks, buses, trains, ferries, construction equipment,
aircraft and in diesel generators used to generate electricity. The amount of biofuel
blended with heating oil or petroleum diesel is referred to as *BX”, where “X”" is the
percentage of biofuel blended with traditional heating oil or petroleum diesel: fuel
containing 20% biofuel is labeled B20, pure bicfue! is referred to as B100. Bioheat®
refers to blending B100 with No. 2 heating oil to create a blend ranging from B5 up to

B20. In June of 2008, ASTM International (formally known as the “American Society for
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Testing and Materials”) approved the inclusion of a B5 blend of biofuel in heating oil; other

ASTM standards for Bioheat® are expected.

Bioheat® as a Viable Fuel for Residential and Commercial Boilers

Older furnaces and boilers may contain rubber parts that would be affected by
biofuel’s solvent properties, but can otherwise burn biofuel up to a B20 blend and maybe
higher without any conversion required. Care must be taken since biofuel is a cleansing
agent and the residue left behind by petroleum diese! will be released and can clog filters
and pipes. Fuel filtering and prompt filter replacement is required. Thanks to its strong
solvent properties, once the residue is removed the furnace continues to burn cleaner,

requires less service calls and becomes more efficient.

Comments on Int. No. 594 and Int. 599

Interstate supports the approval of Int. No. 594 and Int. No. 599. Using the
document titled, "Briefing Paper of the Infrastructure Division and Committee on
Environmental Protection” dated January 24, 2008, and taken from the Committee on
Environmental Protection’s webpage as our point of reference, we made some minor
changes to Section III of the briefing paper, which is titled “Background and Intent of Int.
No. 594 and Int. 599”. The changes involved various implementation dates. This

information is contained in Appendix A.
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Benefits of Biofuel
I have divided Interstate’s comments today on the benefits of biofuel, or more
specifically biodiesel, into four topic areas: Air Quality, Global Warming, Energy Security

and Biodiesel Sustainability.

I. Air Quality

There are significant health and air quality benefits by using biodiesel.* Residential
and commercial furnaces and boilers and diesel vehicles using biofuel emit less air
pollution than those using regular heating oil and diesel fuel. Recent studies conducted by
the US Environmental Protection Agency (US EPA) and the Department of Energy’s
National Renewable Energy Laboratory (NREL) show that pure or blended biodiese! can
reduce emissions of the following:

e PM - Diesel and heating oil particulate
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significant impact on global warming.
As the percentage of biodiesel in the fuel mix increases, so do reductions in particulate
matter (PM), hydrocarbons (HC), and carbon monoxide (CO) as summarized in the EPA
graph above.?
The increase in nitrogen oxide (NOx) emissions are not material in most cases where the

blend is B10 or less. Some NOx exhaust after-treatment devices that have been
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successfully tested in transportation vehicles might be able to be modified for furnace and
boiler use.?

Particulate Matter. Biodiesel blends and pure biodiesel can reduce PM by
approximately 10% to 50%, respectively. EPA evaluated 39 studies of diesel fuel
emissions using various blends of biodiesel and found reductions up to 50%.*° Similar
studies conducted by NREL found PM emissions were reduced from 10% to 55% from
diesel trucks and buses using B20 and pure biodiesel, respectively.®” Reducing PM is a
priority of the EPA because of its serious health effects. Sensitive individuals such as the
elderly or those with compromised immune systems are at higher risk than the general
public. Adverse health effects from ambient PM include: increased respiratory diseases
such as chronic obstructive puimonary disease; decreased lung function; and increased
mortality rates (premature death).®%! In addition, diesel and heating oil PM is classified
as a probable human carcinogen by the US EPA, California’s Environmental Protection
Agency, and the World Health Organization. 1234

Hydrocarbon Emissions. Biodiesel can also reduce hydrocarbon (HC) emissions,
including volatile organic compounds (VOCs), the precursors to ozone formulation.*®
Ozone can exacerbate asthma and Increase hospital visits and sick days among sensitive
individuals.*® US EPA and NREL studies show biodiesel can reduce HCs and VOCs from
20% to over 60%, respectively.?’

Nitrogen Oxide Emissions. Older US EPA and NREL studies show relatively
smaller increases from 2% to 10% in NOx emissions from blended and B100 in diesel
trucks. More recent analyses conducted by NREL show a 4% reduction in NOx tailpipe
emissions with nine buses using bicdiesel in the Denver Colorado area.’® Similarly,
Montreal’s Biobus study reports neutral impacts on NOx emissions in 20 urban buses

using B20, with a slight reduction of 3% in NOx for buses equipped with electronic fuel
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injection systems.* NREL analysis also showed several options to adjust fuel properties
that can effectively reduce NOx emissions.?° In general, various mitigation techniques

may prove to be effective, and working with the US EPA on some variance is an option.

I1. Global Warming

Biodiesel can reduce greenhouse gas {(GHG) emissions, the pollution that causes
global warming, by up to 78%. A comprehensive study conducted jointly by US
Department of Agriculture and the US Department of Energy compared the overall CO,
emissions of a bus using pure biodiesel to one using regular diesel. The analysis included
all aspects of the life cycle of the fuel, from the extraction of raw materials from the
environment to the final end-use. The authors found the bus using B100 reduced CO,
emissions by 78% when compared with regular diesel. Similarly, buses using B20 reduce
their overall CO, emissions by 16%.%' California EPA specifically states that 1 gallon of
diesel fuel produces 28 Ibs of CO, whereas 1 gallon of B100 produces 6 Ibs of CO, 22 PM
reductions from biodiesel may also protect our climate, as PM has been shown to act as a

greenhouse gas and may contribute to global warming.?

III. Energy Security

One of the main drivers for adoption of biofuel is United States energy security.
This means that the US’s dependence on foreign oil is reduced, and substituted with use
of locally available renewable energy sources. Thus significant benefits can accrue to the
US from adoption of biofuel, even if there was not a substantial reduction in greenhouse
gas emissions. While the total energy balance is debated, it is clear that the dependence
on foreign oil is reduced. The US National Renewable Energy Laboratory has stated that

energy security is the number one driving force behind the US biofuel program?*.

62 Glen Cove Road, 2" Fl » Roslyn Heights, NY 11577-1738 » Tel: (516) 216-4503 e Fax: (516) 216-4229
Five Penn Plaza sNew York, NY 10001-1810 e Tel: (212) 694-7577 « Fax: (212) 202-3982



President Obama and Vice President Biden have characterized fhe importance of energy
security as a major reason for promoting biofuel as follows: “The energy challenges our
country faces are severe and have gone unaddressed for far too long. Our addiction to
foreign oil doesn't just undermine our national security and wreak havoc on our
environment -- it cripples our economy and strains the budgets of working families all
across America.” President Obama and Vice President Biden have a comprehensive plan
to invest in alternative and renewable energy, end our addiction to foreign oil, address the

dlobal climate crisis and create millions of new jobs.

IV. Biodiesel Sustainability

Every country and region has the need for new, improved and appropriate oil seed
crops to use as feedstocks for biodiesel production. We believe that the emphasis shouid
be on sustainable agricultural practices using marginal land that does not require
- extensive irrigation or fertilization, and does not disrupt food supplies. There should be
support for an aggressive international cooperative effort involving government, academia
and business. We agree with many experts that have testified about this topic over the
years, that in the 21st century, we as a nation are facing unprecedented energy
challenges as we transition from petroleum to more readily available and sustainable
sources of energy. If we are to make the right choices as a society, we must avoid the
pitfalls of polarized debates in which opponents turn to sound bite experts to address
conflicting points of view about our energy future. We encourage, instead, an open and
honest debate about energy security and how to provide a sustainable energy supply for
the future. No opticn is without its downside. The reality is that heating oil and diesel

fuel have a negative energy balance. Let us engage in an intelligent and informed
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dialogue about energy so that we can make sound choices. We owe that to ourselves as a

nation, to our children and to future generations.?

Interstate is focusing on second and third generation feedstocks such as animal

fats, choice white grease, jatropha oil, by-product corn oil and algae oil:

1,

Animal fat and choice white grease is already widely available and that which
isn’t used for animal feed is sent to landfills.

Jatropha is a plant that can grow on marginal land in many harsh, almost
desert-like locations. For example, jafropha is now being grown on one third
of the land owned by India Railways, the Jatropha oil is then processed and
mixed with diesel to run trains. If land otherwise considered useless in
America, Africa, Northern Brazil, etc. where there are miilions of acres of
marginal land, was ploughed up for jatropha plantations, output could total
millions of barrels a day and could go a long way to meeting global biofuels
commitments.

By-Product corn oil is readily available and a proven biofuel feedstock. Most
existing biofuel manufacturing facilities are not feedstock flexible and cannot
presently use it.

Algae is still in its infancy. Although being used in test facilities, commercial
production is still a few years away but showing great promise as a
sustainable product.

The biofuels industry in the U.S. is relatively new and evolving very quickly in both
the design of the manufacturing facilities and the feedstocks used to make the
product, New York City has the opportunity to become the leader in renewable

energy in the 21% century.
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Conclusion

New York City policymakers must pass the Bioheat Act of 2007 to guarantee the

creation of a local market that will:

» Jumpstart a local biodiesel industry that will generate a substantial number of
jobs and considerable investment in the City.

« Justify the huge financing, design, permitting, and construction of the
infrastructure necessary to produce and distribute biodiesel, all of which takes
years to accomplish.

As a businessperson, I can tell you with certainty that any further delay in establishing the
mandates will push the timeline for local infrastructure development out further, perhaps
jeopardizing it altogether, and will increase petroleum consumption and GHG (greenhouse
gases) emissions in the interim. So, in summary, we view the bioheat mandates as
critical, and we recommend they be implemented without a sunset provision. Biodiesel is
the only biofuel ready for prime time that can have positive tangible measureable results
in a short time frame. As policymakers, the New York City Council, and we, as business
people, must act prudently on the information we have. We must avoid analysis
paralysis. Doing nothing amounts to losing ground, and the stakes are way too high.
Accordingly, Interstate Biofuels supports Int. No. 594 and Int. No. 599 to encourage
actions that most reasonable people agree will lower GHG and toxic emissions, improve
health, improve local economies through the expansion of manufacturing business, reduce
the consumption of imported oil, and improve national security.

Please allow me to end my testimony with some words from Franklin D. Roosevelt,

“One thing is sure. We have to do something. We have to do the best we know how at the
moment... If it doesn't turn out right, we can modify it as we go along.”

Thank you.
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APPENDIX A

The following information is from Section III. Background and Intent of
Int. No. 594 and Int. 599", as it appeared in Briefing Paper of the Infrastructure
Division and Committee on Environmental Protection, dated January 24, 2008.
Prepared by Samara Swanston, Shadawn Smith, Finance and Anthony Hogrebe,
Communications.

Int. No. 594 and Int. No. 599 are the beginning of a move towards a more

sustainable way to heat out homes and buildings in the future.

Int. No. 594 would require the use of biodiesel and ultra low sulfur diesel for
heating purposes in city-owned and privately-owned buildings but has earlier
implementation dates for city-owned buildings. It also calls for a clean heating oil study
and a clean heating oil promotion strategy. Int. No. 599 calls for the use of biodiesel for

heating purposes for private use and in city-owned buildings as well.

Section 1 of Int. No. 594 amends Section 6-302 of the Administrative Code of the
City of New York to add five new paragraphs with key definitions of “biodiesel”,

“bioheating fuel”, “heating oil”, “heating system” and “ultralow sulfur diesel fuel”.

Section 2 amends chapter 3 of Title 6 of the Administrative Code of the City of New
York to add a new subchapter 7 which contains new section 6-317 through 6-319.

Section 6-317(a)(1) requires that as of July 1, 2008 [change to 2010], all heating
oil purchased for use in City-owned buildings must contain not less than 5% biodiesel and
no more than 500 parts per million of sulfur.

Paragraph (a)(2) requires that as of July 1, 2010 [change to 2011], all heating oil
purchased for use in City-owned buildings must contain not less than 10% biodiesel and
no more than 500 parts per million of sulfur.

Paragraph (a)(3) requires that as of July 1, 2012, all heating oi! purchased for use
in City-owned buildings must contain not less than 20% biodiesel and no more than 15
parts per million of sulfur.

Subdivision (b) permits the Director of the Environmental Purchasing (Director) in
conjunction with of the Director of the Office of Long Term Planning and Sustainability
(Office) to issue a waiver for the biodiesel or sulfur concentrations if a City agency finds
that a sufficient quantity of bioheating fuel or sulfur concentration is not available
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provided that the greatest percentage of biodiese! and the lowest concentration of sulfur
that is available is used. This section further provides that should a waiver be issued, it
would expire after three months but may be renewed.

Subdivision (c) calls for the preparation and submission of a report by the Director
of the Office, no later than March 1, 2009 and no later than March 1 every year
thereafter, indicating the quantity of fuel used, the emissions reductions achieved, all
waivers issued and renewed and specific information regarding the availability of
bioheating fuel and the agency’s efforts to obtain such fuel. This report is to be submitted
to the Mayor and the Speaker of the Council.

Subdivision (d) requires the Director, in coordination with the Director of the Office,
to complete a list of standards applicable to biodiesel that is produced in a sustainable
manner and to direct that the biodiesel that is purchased for use in City-owned buildings
meet such standards. This list must be prepared by May 1, 2008 and will be reviewed
every six months and revised as needed.

Subdivision (e) provides that subdivision (b) of section 6-303 of Chapter 6 shall not
apply to this subchapter.

Section 6-318(a)(1) calls for a clean heating oil study to be no conducted no later
than July 1, 2009 by the Director, in coordination with the Director of the Office, that shall
include publishing and implementing a plan for the testing and evaluation of the use of
bioheating fuel containing twenty percent biodiesel and fifteen parts per million sulfur.
Such plan shall be submitted to the Mayor and the Speaker of the Council and shall
include, but not be limited to, an assessment of the technical feasibility of using such fuel
in different heating systems, including in residential and commercial buildings.

Paragraph (2)(2) calls for the Director, in coordination with the Director of the
Office, to make a determination no later than January 1, 2011 regarding the feasibility of
using such bioheating fuel in different heating systems, based on the study conducted
pursuant to paragraph one of this subdivision, and submit a report detailing the results of
such study and the basis for such determination, including to the process, criteria and
specific analyses used for such study, to the mayor and the speaker of the council.

Paragraph (a)(3) allows for a walver of the requirement to use twenty percent

biodiesel and 15 parts per million of sulfur if the Director, in coordination with the Director

of the Office, makes a determination, pursuant to paragraph two of this subdivision, that
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the use of heating oil that is bioheating fuel containing twenty percent biodiesel and
fifteen parts per million sulfur is not technically feasible. Where such waiver is issued, the
Director, in coordination with the Director of the Office, shall review the waiver and the
determination on which it is based every six months and shall rescind or amend such
waiver as appropriate. Paragraph (3) also calls for the Director, in coordination with the
Director of the Office, to submit a report regarding the details of each review and
determination to the Mayor and the Speaker of the Council no later than five days after
the completion of such review and determination.

Subdivision (b) calls for the creation of a Clean Heating Oil Technical Advisory
Committee (Advisory Committee), by no later than January 1, 2008, to provide advice and
recommendations to the Director and the Director of the Office regarding the development
and implementation of the study required conducted pursuant to subdivision (a) of this
section and the list of standards completed pursuant to subdivision (d) of section 6-317 of
this subchapter. The Advisory Committee will be comprised of seven members, three of
whom shall be appointed by the Speaker of the Council and four of whom shall be
appointed by the Mayor. Its members, who serve without compensation, must have
technical, scientific or other relevant experience regarding the procurement or use of
biodiesel or ultra low sulfur diesel fuel. The Advisory Committee will select a chairperson.
Members serve at the pleasure of the appointing official and any vacancy shall be filled in
the same manner as the driginal appointment. The Advisory Committee serves until July 1,
2011, after which time such committee shall cease to exist. The Director and the Director
of the Office may provide staff to assist the advisory committee.

Section 6-319 calis for the development of a clean heating oil promotion strategy
by January 1, 2009 {change to 2010] which shall include, but not be limited to (i) an
assessment of possible financial and non-financial incentives that could be provided by the

City, and (ii) an education campaign for consumers regarding such fuels. No later than
ten days after its completion, such strategy shall be submitted to the mayor and the
speaker of the council and posted on the city’s website.

§3 provides that Subchapter 5 of Chapter 4 of Title 20 of the Administrative
Code of the City of New York is amended by adding a new section 20-673.4 pertaining to
the sale of clean heating oil. Section 20-673.4 a. provides five key definitions for the use
of clean heating oil.
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Paragraph (5)(b)(1) requires that no later than July 1, 2009, any person who
delivers heating oil for use in buildings in New York City shall ensure that such heating
oil is bioheating fuel containing not less than ten percent biodiesel and not more than

five hundred parts per million sulfur.

Paragraph (5)(b)(2) requires that no later than July 1, 2011, any person who
delivers heating oil for use in buildings in New York City shall ensure that such heating oil
is bioheating fuel containing not less than twenty percent biodiesel and not more than five

hundred parts per million suifur.

Paragraph (5)(b)(3) requires that, no later than July 1, 2013, any person who
delivers heating oil for use in buildings in New York City shall ensure that such heating oil
is bioheating fuel containing not less than twenty percent biodiesel and not more than

fifteen parts per million sulfur.

Subdivision (c) allows for the Director of the Office to issue a waiver of the biodiesel
percentage or sulfur concentration requirements of paragraph one, paragraph two or
paragraph three of subdivision (b) of this section where such Directors jointly make a
written finding that a sufficient quantity of bioheating fuel containing the applicable
biodiesel percentage or sulfur concentration is not available to meet such requirements.
Any waiver issued pursuant to this subdivision shall expire after three months but could

be renewed in writing.

Subdivision (d) provides that the requirements of paragraph (3) of subdivision
(b) of this section shall not apply to the extent of any waiver in effect pursuant to
paragraph (3) of subdivision (a) of section 6-318 of this Code (Clean Heating Oil
Study).

§4 amends subdivision (b) of section 20-674 of the Administrative Code of the
City of New York. To provide that any person who violates the provisions of section 20~
673.1 or section 20-673.4 of this subchapter or any rules or regulations promulgated
thereunder, shall be liable for a civil penalty of not less than five hundred dollars nor more

than ten thousand dollars,
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§5 is a severability provision.

86 provides that Int. No. 594 will take effect immediately upon its enactment.

Int. No. 599 would enact the "Bioheat Act of 2007” relating to the use of “bioheat”
in both privately-owned and city-owned buildings.

§2 amends Subchapter 5 of chapter 4 of title 20 of the Administrative Code of the
City of New York adding a new §20-673.4 relating to the sale of heating oil for private
use,

Subdivision (a) of §20-673.4 includes definitions of “biodiesel”, “bioheat”, “heating
oil”, “heating oil retailer” and “heating system”.

Subdivision (b) would prohibit the sale by a heating oil retailer after May 31, 2009
[change to 2010] and before June 1, 2011 of heating oil that does not contain at least five
percent biodiesel.

Subdivision (c) would prohibit the sale after May 31, 2011 and before June 1, 2013
of heating oil that does not contain at least ten percent biodiesel.

Subdivision (d) would prohibit the sale after May 31, 2013 of heating oil that does
not contain at least twenty percent biodiesel.

83 amends subdivision (b) of section 20-674 of the Administrative Code of the City
of New York. to provide that any person who violates the provisions of section 20-673.1 or
section 20-673.4 of this subchapter or any rules or regulations promulgated thereunder
shall be liable for a civil penalty of not less than five hundred doliars nor more than ten
thousand dollars.

§4 amends Section 6-301 of the Administrative Code of the City of New York by
adding new paragraphs (36) through (39) to include definitions for biodiesel, bioheat,
heating oil, and heating system.

§5 amends Chapter 3 of title 6 of the administrative code of the city of New York to
add a new Subchapter 7 entitled “Bioheat”, which contains a new §6-317.

§6-317(a)(1) requires that beginning on January 1, 2009, all heating oil purchased
for use in any building owned and operated by the City shall be bicheat containing not less

than ten percent biodiesel.
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Paragraph (a)(2) requires that beginning on January 1, 2011, all heating oil
purchased for use in any_building owned and operated by the city shall be bioheat

containing not less than twenty percent biodiesel.

Subdivision (b) of new section 6-317 provides that section 6-303 of this chapter
shall not apply to this subchapter.

§6 provides that this local law shall take effect immediately upon its enactment.
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Appearance Card

I intend to appear and speak onInt. No. ______ Res. No,.
J infaver [ in opposition

< -2§. 92

Date:

(PLEASE PRINT)
Name: ; Aue /%42 2A2¢)

Address: _ /& 2 /OALI’/{’ J’}[, S\V/}Zf s/

- I represent: Md\fﬁf‘/’ﬁ’i‘ém ) /7',{}4-7— &ypﬂc—/}__‘

Add Aot By ' ere /2y e e
ress .

’ Please complete this card and return to the Sergeant-at-Arms




