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ABSTRACT

Appendix N represents an inventory of local, state, federal, regional and international policy measures undertaken
that address biofuels. While the major focus is on New York policy measures, ten other states considered to be
leaders in terms of biofuels policy were examined in order to gain perspective on how other parts of the country are
choosing to manage biofuels policy.
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1 INTRODUCTION

The incentives, laws and programs included in this Appendix form a compilation of existing policy levers' from
four distinct categories: federal, New York, other leading states, and international/regional. The purpose of this
compilation is to supplement Appendix M of the New York Biofuels Roadmap. Appendix O also contains more
information on state and regional biofuels initiatives. Unless otherwise specified, the policies found herein have
been taken or adapted from the Department of Energy’s (DOE) Alternative Fuels and Advanced Vehicles Data
Center.” Specifically, Sections 2-4 contain materials derived from this DOE source unless otherwise noted, and
Section 5 contains policies that have unique sources. It should be noted that the individual state policies are
current as of Spring 2009; significant federal and regional initiatives have been updated since that time.

Federal Levers: The development of the renewable fuels industry is heavily influenced by federal incentives and
policy mandates. This section begins with a review of the latest developments at the federal level, including some
notable Supreme Court decisions. Next follows a review of existing policies and a discussion of those now under
consideration, which may critically affect industry development.

New York Levers: This section identifies existing New York state policy levers that may be applied to promote the
industry at all the stages of the supply chain. Included are those outside the purview of “traditional” biofuels
incentives, such as general economic development grants.

Other Leading State Levers: This section documents the toolkit of policy incentives specific for biofuels that ten
leading states are using to promote the development of the biofuels industry through the whole chain of feedstock
production, feedstock distribution, refining, blending and retailing to the consumer. These states are: California,
Iowa, Kentucky, Massachusetts, Michigan, Ohio, Pennsylvania, Tennessee, Texas and Vermont. The toolkit will
include regulatory mandates, financial incentives and other appropriate policy measures.

International/Regional Levers: This section documents relevant international policy incentives and laws, focusing
particularly on Canada and regional compacts including the Regional Greenhouse Gas Initiative (RGGI).

1.1 SUMMARY

While there are many innovative policies being implemented at the state, regional and federal levels, there are
certain examples that warrant special attention. In addition to funding The New York State Energy Research and
Development Authority (NYSERDA) has provided for alternative fuels, New York City has introduced legislation
requiring improvements in fuel economy as well as alternative fuel use requirements. The State has also established
a Climate Action Council (CAC) which is currently assessing how New York can best address climate change by
examining how “all economic sectors can reduce greenhouse gas (GHG) emissions and adapt to climate change.
California’s Low Carbon Fuel Standard requires a 10% reduction in the carbon content of fuels sold in the state by
2020. The Governor's Office of Energy Policy (OEP) in Kentucky is focusing on developing a strategy for the
production of alternative transportation fuels and synthetic natural gas from fossil energy resources and biomass
resources, including biodiesel and ethanol. The Vermont Department of Agriculture, Food and Markets is
developing an economic initiative to provide assistance for research and planning to aid farmers in developing
business enterprises that harvest biomass, convert biomass to energy, or produce biofuels such as biodiesel and
ethanol. There are also several types of incentives that have been widely implemented. For example, California,
Iowa, Michigan, Ohio, Tennessee, and New York have all provided for alternative fuel fueling infrastructure grants.
Further, California, Ohio, Pennsylvania, Michigan, New York, [owa, Vermont, Massachusetts, Tennessee and
Kentucky have all implemented vehicle acquisition and alternative fuel use requirements for state vehicles.

! A policy lever is a measure intended to induce a change in behavior in order to accomplish a particular goal.
2 Department of Energy’s Alternative Fuels and Advanced Vehicles Data Center,
http://www.afdc.energy.gov/afdc/incentives_laws.html.

3 New York State Climate Action Council, http://www.nyclimatechange.us/index.cfm.
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At the regional level, Michigan and Ohio have joined Indiana, lowa, Kansas, Minnesota, South Dakota, and
Wisconsin in adopting the Energy Security and Climate Stewardship Platform Plan designed to promote the use of
biofuels in the region. New York, Connecticut, Delaware, Maine, Maryland, Massachusetts, New Hampshire, New
Jersey, Rhode Island and Vermont also participate in the Regional Greenhouse Gas Initiative (RGGI), which
facilitates the trading of carbon emission allowances in order to reduce greenhouse gas emissions.

Federally, the Energy Independence and Security Act (EISA) of 2007 requires the national supply of renewable
fuels, such as cellulosic biofuels and biomass-based diesel, to reach 36 billion gallons by 2022. Under the American
Reinvestment and Recovery Act (ARRA) of 2009, $16.8 billion in funding was given to the DOE’s Office of
Energy Efficiency and Renewable Energy (EERE) to support alternative fuel and advanced vehicle technology grant
programs, research and development initiatives, and fleet improvement efforts. The U.S. Environmental Protection
Agency (EPA) has finalized regulations implementing the National Renewable Fuel Standard Program (RFS) for
2010 and beyond (RFS2), establishing specific annual volume standards for cellulosic biofuel, biomass-based diesel,
advanced biofuel, and total renewable fuel that must be blended into transportation fuel each year.

1.2 GRAPHICAL ANALYSES OF CURRENT INCENTIVES, LAWS AND PROGRAMS

The following four graphs created by Caley Johnson at the National Renewable Energy Laboratory summarize the
current and historical trends in policy.4 When reviewing these graphs, however, it is important to keep in mind that
the significance and size of these incentives are not reflected. A renewable fuel standard, for example, will have a
greater impact than a small tax credit.’” Reviewing the number of enactments, however, may still be useful in
analyzing general trends in federal biofuels policy.

Generally speaking, policy has seen a shift toward energy independence and security, partially in response to high
petroleum prices, by promoting alternative fuels such as biofuels.® Incentive legislation dramatically increased from
2005 through 2007. Although tax credits and similar incentives have played a significant role in promoting biofuels,
the establishment of the renewable fuel standard has the potential to provide even greater support for biofuels.”

* For more information about the data, analysis, and trends presented in this section, please contact Caley Johnson at the National
Renewable Energy Laboratory. caley johnson@nrel.gov. These graphs may be found at the Department of Energy Website at
http://www.afdc.energy.gov/afdc/data/laws.html.

3 James Wolf, personal communication February 2010.

® Biofuels Incentives: A Summary of Federal Programs, 2006, http://lugar.senate.gov/energy/links/pdf/Biofuels_Incentives.pdf.

7 Biofuels Incentives: A Summary of Federal Programs, 2006, http://lugar.senate.gov/energy/links/pdf/Biofuels_Incentives.pdf.
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Figure N-1. Incentives/Laws by Fuel Type/Technology Type

Incentive & Law Enactments by Fuel/Tech Type
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Incentives and Law Enactments by Fuel/Technology Type
Tech Type 2002 2003 2004 2005 2006 2007 2008 Total
Biodiesel 28 35 25 37 74 97 59 355
Blends 6 8 9 18 30 51 26 148
Efficiency 0 6 4 6 9 8 13 46
Emissions 6 8 12 4 23 16 16 85
Ethanol 25 29 17 30 70 98 65 334
Electric
Vehicles 24 34 21 26 40 32 28 205
Hybrid Electric
Vehicles 4 8 10 15 19 18 24 98
Hydrogen 22 24 18 18 44 28 23 177
Idle Reduction 2 4 16 18 10 20 70
Natural Gas 28 38 16 23 45 32 27 209
Propane 27 27 14 21 30 27 22 168
Total 170 219 150 214 402 417 323 1,895

Data Source: DOE Alternative Fuels and Advanced Vehicles Data Center (AFDC) database query on April 9, 2009
Notes:

Because a regulation may apply to more than one technology type, adding the totals for each row results in counting some
regulations multiple times.

Enactments mean any incentive or law that went into force, even if it is now expired.

Numbers in the 2009 query changed slightly from its 2008 predecessor due to refinement in the database in incentives

previously labeled as "all alternative fuels".

Counts incentives and laws enacted by all 50 states and the District of Columbia.
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Figure N-2. Incentive Enactments by Incentive Type

Incentive Enactments by Incentive Type
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Incentive Enactments by Incentive Type

Incentive Type 2002 2003 2004 2005 2006 2007 2008 Total*
Fuel Discounts 3 1 4
Exemptions 4 3 5 5 7 6 9 39
Grants 2 4 6 7 24 23 14 80
HOV Access 1 3 1 1 1 7
Loans 3 2 6 7 1 19
Rebates 3 3 1 3 10 6 2 28
Tax Incentives 9 8 16 19 19 24 14 109
Tech. Assistance 13 1 1 1 2 18
Total 19 34 31 37 71 68 44 304

Data Source: DOE Alternative Fuels and Advanced Vehicles Data Center (AFDC) database query on April 9, 2009

Notes:

e  Because an incentive may apply to more than one incentive type, adding the totals for each row may result in counting

some incentives multiple times.
e  Enactments mean any incentive or law that went into force, even if it is now expired.

e  Numbers in the 2009 query changed slightly from its 2008 predecessor due to refinement in the database in incentives
previously labeled with multiple incentive types.

e  Counts incentives and laws enacted by all 50 states and the District of Columbia.
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Figure N-3. Regulation Enactments by Regulation Type
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Regulation Enactments by Regulation Type

OFuel Prod. Stnds.

B Renew Fuels Sntd.
B Renew Fuels Mndt.

OAcquis. Req'ts
OVeh. Registr.

O Emis. Inspec.
@Idle Reduc.
OFuel Use Req'ts.
OFuel Taxes
BDrvng. Rest.

B Econ. Devel.

Regulation Enactments by Regulation Type

Regulation Type 2002 2003 2004 2005 2006 2007 2008 Total*
Economic
Development 1 2 5 3 17 25 21 74
Driving Restrictions 3 8 6 8 4 5 6 40
Fuel Taxes 9 7 3 10 3 8 4 44
Fuel Use
Requirements. 2 3 2 9 12 16 12 56
Idle Reduction 1 3 15 10 3 16 48
Emission.
Inspection 1 2 1 3 7
Vehicle
Registration 7 11 3 10 9 10 5 55
Acquisition
Requirements 7 11 6 7 11 12 14 68
Renewable Fuels
Mandates. 1 2 4 3 10
Renewable Fuels
Standard. 4 1 5
Fuel Production
Standards 1 1 10 10 8 30
Total 33 42 28 65 82 95 92 437

Data Source: DOE Alternative Fuels and Advanced Vehicles Data Center (AFDC) database query on April 9, 2009

Notes:

e  Because a regulation may apply to more than one regulation type, adding the totals for each row can result in counting

some regulations multiple times.
e  Enactments mean any incentive or law that went into force, even if it is now expired.

e  Counts incentives and laws enacted by all 50 states and the District of Columbia.
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Figure N-4. Incentives/Laws Enactments by Targeted Agent

Laws & Incentive Enactments by Targeted
Agent :
300 TSE Builder/Oper.
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c
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Incentive and Law Enactments by Targeted Agent
User Type 2002 2003 2004 2005 2006 2007 2008 Total
Alternative Fuel
Purchaser 10 8 2 16 26 26 15 || 146
Alternative
Fuel/Alternative
Fuel Vehicle
Researcher. 3 5 5 3 15 18 12 || 73
Alternative Fuel
Dealer 11 6 6 18 34 30 17 || 154
Alternative Fuel
Producer 5 5 14 15 34 53 29 | 185
Fleet Purchasing/
Manager 24 39 28 52 72 52 58 | 469
Individual 10 21 18 35 39 28 34 | 263
Original Equipment
Manufacturer/
Retrofitter 3 3 3 4 13 10 12 || 64
Station
Builder/Operator 3 19 9 16 37 27 23 | 188
Truck Stop
Electrification
Builder/Operator 1 2 3 8
Total 69 107 85 159 272 247 200 | 1,550

Data Source: DOE Alternative Fuels and Advanced Vehicles Data Center (AFDC) database query on April 9, 2009
Notes:
e  Because an incentive or law may apply to more than one targeted agent, adding the totals for each row results in counting
some incentives and laws multiple times.
e  Enactments mean any incentive or law that went into force, even if it is now expired.
e  "Targeted Agent" means the person whose actions the incentive or law is intended to influence.
e  Counts incentives and laws enacted by all 50 states and the District of Columbia.
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2 FEDERAL LEVERS?

2.1 RECENT FEDERAL ACTIVITY

This list includes recent federal actions, such as Federal Register notices, rulemaking actions, agency directives and
publicly-available agency communications, all of which are related to alternative fuels and vehicles, fuel blends,
hybrid vehicles, and idle reduction and fuel economy measures. They appear in date order (the date on which the
federal action occurred) beginning with the most recent.

U.S. EPA Finalizes New Regulations for the National Renewable Fuel Standard Program

February 3, 2010

The U.S. Environmental Protection Agency (EPA) has finalized regulations implementing the National Renewable
Fuel Standard Program (RFS) for 2010 and beyond (RFS2), as required by the Energy Independence and Security
Act 0of 2007. The new requirements establish specific annual volume standards for cellulosic biofuel, biomass-based
diesel, advanced biofuel, and total renewable fuel that must be blended into transportation fuel each year. The 2010
RFS volume is set at 12.95 billion gallons, increasing to 36 billion gallons by 2022. With RFS2, each fuel category
must meet specific greenhouse gas reduction standards, based on a lifecycle analysis, as compared to the petroleum
fuels they displace.

U.S. EPA Finds that Combined Emissions from Vehicles Contribute to GHG Pollution

December 7, 2009

EPA Administrator Lisa Jackson signed a Cause or Contribute Finding that confirms that the combined emissions of
greenhouse gases (GHGs) from new motor vehicles and new motor vehicle engines contribute to GHG pollution.
The Administrator has also signed an Endangerment Finding, which determines that the current and projected
concentrations of six GHGs, including carbon dioxide, methane, nitrous oxide, hydrofluorocarbons,
perfluorocarbons, and sulfur hexafluoride, are a threat to the public health and welfare of current and future
generations. The findings are based on the thorough examination of scientific evidence as well as a review of
comments received during a 60-day public comment period. The findings on their own do not impose any emission
reduction requirements, but rather, allow the EPA to finalize the GHG standards for new light-duty vehicles, which
were jointly proposed by the EPA and the U.S. Department of Transportation's National Highway Traffic Safety
Administration (NHTSA) earlier this year.

U.S. EPA Responds to Ethanol Waiver Request

December 1, 2009

The EPA has responded to a biofuels industry request to allow for the use of up to 15% ethanol in conventional
gasoline. EPA announced that although not all studies have been completed, the current data indicates that 2001 and
newer model year vehicles will likely be able to accommodate higher ethanol blends. In March 2009, Growth
Energy, a biofuels industry group, requested a waiver to increase the ethanol content in conventional gasoline from
10 to 15%. EPA has been evaluating the request and has received public comments as part of its rulemaking process.
The EPA and the DOE have also undertaken a number of studies to determine whether vehicles can operate on

¥ This section contains materials derived from the Department of Energy’s (DOE) Alternative Fuels and Advanced Vehicles Data
Center Website (http:/www.afdc.energy.gov/afdc/incentives laws.html), unless otherwise noted.
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higher ethanol blends without modification to the vehicles. The EPA’s response to Growth Energy noted that the
agency has also begun taking steps to address fuel pump labeling requirements should EPA approve the use of
ethanol blends greater than 10%. The EPA expects to make a final determination in mid-2010, after additional
studies have been completed.

President Obama Signs Executive Order to Set Sustainability Goals for Federal Agencies

October 5, 2009

President Obama has issued an Executive Order that requires each agency to establish a Strategic Sustainability
Performance Plan, focusing on improvements in environmental, energy, and economic performance. Each agency
will be required to measure, reduce, and report their GHG emissions, and establish an agency-wide GHG emissions
reduction target for 2020 as compared to 2008 baseline emissions. Reductions will be achieved through a variety of
measures including reduced petroleum consumption, use of alternative fuel vehicles (AFVs), and fleet optimization
efforts. Federal fleets of 20 vehicles or more will be required to reduce petroleum consumption by a minimum of 2%
per year through the end of fiscal year 2020 as compared to 2005 baseline usage. Within 180 days, the DOE, in
coordination with the General Services Administration (GSA), will issue guidance on federal fleet management,
addressing the acquisition of AFVs, use of alternative fuels, fuel economy improvements, fleet optimization,
renewable fueling infrastructure, and other petroleum reduction strategies.

U.S. EPA Releases Greenhouse Gas Reporting Rules

September 22, 2009

The EPA has issued the Final Mandatory Reporting of Greenhouse Gases Rule, which will require mandatory
reporting of GHG emissions from large sources in the U.S. Beginning on January 1, 2010, manufacturers of vehicles
and engines, suppliers of fossil fuels or industrial GHGs, and facilities that emit at least 25,000 metric tons of GHGs
per year will be required to submit annual reports to the EPA. Vehicle and engine manufacturers outside the light-
duty sector will be required to report carbon dioxide emissions levels beginning with Model Year 2011 and other
GHG emissions in subsequent model years. This includes heavy trucks, motorcycles, and non-road engines and
equipment; requirements related to light-duty vehicles are not included in this rulemaking. The new reporting
system covers approximately 85% of the nation's GHG emissions and will provide comprehensive data for analysis
to help inform future policy decisions.

U.S. EPA and U.S. DOT Issue Proposed Rule to Establish Federal Vehicle Standards

September 15, 2009

The EPA and the NHTSA have issued a joint proposal to establish a national program consisting of new federal
vehicle standards for GHG emissions and improved fuel economy. The standards would apply to Model Year 2012
through 2016 passenger cars, light-duty trucks, and medium-duty passenger vehicles, and are expected to increase
average fuel economy by approximately 5% per year. The proposed standards would create the first federal limits
on vehicle GHG emissions.

American Clean Energy and Security Act (ACES) Placed on Senate Legislative Calendar’

July 7, 2009

The American Clean Energy and Security Act (also known as ACES or the Waxman-Markey Bill) is primarily
known for its carbon cap-and-trade provisions. However, it addresses biofuels in several ways. Under the
Combined Efficiency and Renewable Electricity Standard, “renewable biomass, biogas and biofuels derived
exclusively from renewable biomass” qualify as sources of renewable electricity. In order to accommodate the
proposed renewable fuels standard, it amends the Clean Air Act “by expanding the amount of biomass from forested
land that could be used to produce fuels under such standard and eliminating the requirement that feedstock crops
come from previously cultivated land.” ACES requires that a National Bioenergy Partnership be established “to
provide coordination among programs that support the institutional and physical infrastructure necessary to promote
the deployment of sustainable biomass fuels and bioenergy technologies for the United States.” ACES goes into
detail on the establishment of a framework for allowing certain agricultural and forest resources to be used as offsets
under a cap-and-trade program. The EPA Administrator and the Secretary of Agriculture are required to perform a
study analyzing indirect GHG emissions associated with transportation fuels, and they must examine the issue of
emissions resulting from indirect land use change as well.

° Based on summary provided by the Library of Congress, http://thomas.loc.gov/cgi-
bin/bdquery/z?d111:HR02454: @@@D&summ2=mé&.
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U.S. EPA Grants California Vehicle Emissions Waiver Request

June 30, 2009

The EPA has granted California a vehicle emissions waiver, which will allow the state to set standards to help
control GHG emissions from motor vehicles beginning with the 2009 model year. California first requested a waiver
in December 2005, which was denied by the EPA in March 2008. In early 2009, the California Air Resources Board
submitted a letter requesting that the EPA reconsider the waiver denial. Soon after, President Obama directed EPA
to revisit the waiver request via a Presidential Memorandum. The EPA re-opened a written comment period and
held a public hearing to do so. Based on the review of statutory language, legislative history, comments received,
and technological considerations concerning lead time and implementation costs, EPA determined that a waiver
should be granted. This decision is consistent with the EPA's traditional interpretation of the Clean Air Act, which
gives the EPA the authority to allow California to adopt its own emission standards for new vehicles due to the
severity of the state's air pollution challenges. Once new federal vehicle standards for fuel efficiency and GHGs
take effect, California has committed to allow automakers that show compliance with the national standards to also
be deemed in compliance with state requirements.

On February 6, 2009, the EPA announced it would reconsider its decision that denied California permission to set
standards controlling greenhouse gases from motor vehicles. As part of this process, the EPA re-opened a written
comment period and held a public hearing in March. The announcement stems from a letter the EPA received on
January 21, 2009, from California outlining several issues for Administrator Lisa Jackson to review and reconsider
regarding the EPA’s previous denial of a waiver request. Shortly thereafter, President Obama directed the EPA to
revisit the waiver request via a Presidential Memorandum.

U.S. DOT to Implement Car Allowance Rebate System

June 24, 2009

President Obama has enacted the Consumer Assistance to Recycle and Save Act of 2009, which establishes an
incentive program to encourage consumers to trade in older, less fuel efficient cars and trucks for newer, more fuel
efficient vehicles. The NHTSA will implement the voluntary Car Allowance Rebate System (CARS) program.
Consumers may receive $3,500 or $4,500 toward the purchase or lease of a new vehicle at a participating dealership.
The incentive amount depends on the type of vehicle purchased and the improvement in fuel economy of the
purchase vehicle as compared to the trade-in vehicle. In general, trade-in vehicles must have a combined
city/highway fuel economy rating of 18 miles per gallon (mpg) or less and must be in drivable condition, less than
25 years old, and registered and insured for the full year prior to trade-in. For passenger vehicles, the purchase
vehicle must be at least 4 mpg more fuel efficient than the trade-in vehicle. For vans, sport utility vehicles, and
pickups, the purchase vehicle must be at least 2 mpg more fuel efficient The NHTSA was to publish rules for the
program within 30 days of enactment and the program was to end either on November 1, 2009 or when DOT
exhausts the funds set aside for the program, whichever comes first.

U.S. EPA and U.S. DOT Announce Upcoming Joint Rulemaking to Establish Federal Vehicle Standards

May 22, 2009

The EPA and the NHTSA, on behalf of the DOT, have issued a Notice of Upcoming Joint Rulemaking to establish
federal vehicle GHG emission and fuel economy standards. This action follows President Obama's announcement
of a national policy to reduce GHG emissions and increase fuel economy for new passenger cars, light-duty-trucks,
and medium-duty passenger vehicles sold in the U.S. As the EPA is responsible for regulating air pollution under
the Clean Air Act (CAA) and NHTSA is responsible for regulating Corporate Average Fuel Economy (CAFE)
standards, the two agencies will work in coordination to propose standards for GHG emissions and fuel economy,
respectively. The standards will apply to Model Years 2012 through 2016 and will take into account the expected
cost and commercial availability of new technologies.
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Obama Administration Announces New Fuel Economy Standard

May 19, 2009

The Obama administration announced that automakers must meet an average U.S. fuel-economy standard of 35.5
miles per gallon by 2016, matching the target set by California under a 2004 state law. This nationwide plan
represents the first-ever U.S. limit on greenhouse-gas pollution from vehicles.'

It surpasses the 27.3 mpg that the U.S. Transportation Department in March said automakers would have to meet for
their 2011 models. On March 27, 2009, the DOT issued a final rule establishing the average fuel economy standards
for Model Year (MY) 2011 passenger cars and light trucks. The new standards would have raised the industry-wide
combined average to 27.3 mpg as estimated by the National Highway Traffic Safety Administration. This would
have resulted in an increase of 2 mpg over the 2010 model year average and would have saved an estimated 887
million gallons of fuel and reduced carbon dioxide emissions by 8.3 million metric tons. The MY 2011 standards
would have used an attribute-based system, which sets fuel economy standards for individual vehicle models based
on size. The DOT was working on a multi-year fuel economy plan to ensure that the industry-wide combined
average of all new passenger cars and light trucks is not less than 35 miles per gallon by MY 2020. This plan
included an evaluation of fuel saving technologies, market conditions, and future product plans from the
manufacturers.

A law previously enacted by Congress in 2007 required automakers to raise fuel-economy standards by at least 40%,
which would have forced them to meet a target of 35 mpg by 2020."

U.S. EPA Proposes Revised Renewable Fuel Standard Program Regulations

May 5, 2009

The EPA has issued a Notice of Proposed Rulemaking for the Renewable Fuel Standard (RFS) program for 2010
and beyond (RFS2). The Energy Independence and Security Act of 2007 mandates a national supply of renewable
fuels of 36 billion gallons by 2022, requiring a significant expansion of the current RFS (RFS1). The proposed
revision to the RFS1 program specifies the volume of cellulosic biofuel and biomass-based diesel that must be used
in transportation fuel each year. The program classifies these fuels as advanced biofuels, which are defined as fuels
other than corn-based ethanol that produce half the greenhouse gas emissions of the fuel they replace. Once the
RFS2 program is implemented, the EPA expects to conduct an annual notice-and-comment rulemaking process in
order to determine the appropriate standards applicable in the following year.

U.S. EPA Considers Clean Air Act Waiver Applications to Increase the Allowable Ethanol Content of Gasoline to 15
Percent; and Requests Comments

April 16, 2009

The EPA is considering applications seeking to waive the provision prohibiting the introduction of certain fuels and
fuel additives into commerce (specific fuels and additives are set forth in section 211(f) of the Clean Air Act and 40
CFR Part 79). Currently, the general limit is on blending ethanol into gasoline is E10, meaning that gasoline may
not contain more than a 10% blend. An application filed on March 6, 2009, by Growth Energy and 54 ethanol
manufacturers attempts to increase the allowable amount of ethanol in motor vehicle gasoline up to 15% (E15).

EPA has established a public docket for the first application filed under Docket ID No. EPA-HQ-OAR-2009-0211.
The EPA Administrator has 270 days to respond to the application.

U.S. EPA Releases Proposed Greenhouse Gas Reporting Rules

March 10, 2009

The EPA has issued a proposed rule requiring mandatory reporting of GHG emissions from large sources in the U.S.
that emit at least 25,000 metric tons of carbon dioxide equivalent per year. Under the proposal, manufacturers of
motor vehicles and engines would be required to report GHG emission rates of new vehicles and engines beginning
with Model Year 2011. Reporting would take place at the same time and use the same process currently followed
for criteria pollutant emission certification and, where appropriate, fuel economy reporting. The purpose of the rule
is to collect comprehensive and accurate data on GHG emissions that can be used to inform future policy decisions.
EPA expects that the rule will cover 85-90% of total national GHG emissions.

10.19 1 ‘Hughes and K. Chipman, Obama Speeds Fuel-Economy Standard, Sets Carbon Limit (Updatel), Bloomberg News,
http://www.bloomberg.com/apps/news?pid=20601170&refer=home&sid=aKUXiuTCkyhw.
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American Recovery and Reinvestment Act of 2009

February 17, 2009

President Obama signed the American Recovery and Reinvestment Act (ARRA) of 2009 (Public Law 111-5), which
directs nearly $800 billion toward the creation of jobs, economic growth, tax relief, improvements in education and
healthcare, infrastructure modernization, and investments in energy independence and renewable energy
technologies. Specifically, the ARRA provides $16.8 billion for the DOE’s Office of Energy Efficiency and
Renewable Energy (EERE). This funding will support a variety of alternative fuel and advanced vehicle technology
grant programs, research and development initiatives, and fleet improvement efforts. The ARRA also expands the
existing tax credits for installing alternative fuel infrastructure and purchasing plug-in electric vehicles, and provides
additional funding for the Advanced Technology Vehicle Manufacturing Loan Program. The complete legislation
can be viewed on the Library of Congress Web site.

President Bush Enacts Energy Improvement and Extension Act of 2008

October 3, 2008

The Emergency Economic Stabilization Act (House Resolution 1424) was signed by President Bush, enacting the
Energy Improvement and Extension Act of 2008. The bill amends and extends existing biodiesel blending and
production tax credits, extends existing alternative fuel excise tax credit, and extends the alternative fueling
infrastructure tax credit. The bill also creates a new tax incentive toward the purchase of qualified plug-in hybrid
electric vehicles based on vehicle weight and battery capacity. Additionally, qualified idle reduction devices are
exempt from heavy-duty truck retail excise taxes.

U.S. EPA Proposed Rule for the Renewable Fuel Standard Withdrawn

October 2, 2008

Under the Energy Independence and Security Act (EISA) of 2007, which amended the Clean Air Act, the EPA
Administrator is required to quantify Indirect Land Use Change (ILUC) impacts that may occur over the entire
“lifespan” of the production of a certain fuel source. Under the Bush administration, Administrator Johnson
announced a proposed rule with a modified standard for renewable fuels increasing the national requirement to 9.0
billion gallons in 2008 and rising to 36 billion gallons by 2022. Of the latter total, 21 billion gallons was required to
be obtained from advanced biofuels (defined as cellulosic ethanol and other biofuels derived from feedstock other
than corn starch). Starting in 2016, the total increase in the RFS target was to be met with advanced biofuels, and
explicit standards for cellulosic biofuels and biomass-based diesel were established. Renewable fuels produced
from new biorefineries were to be reduced by at least 20% the life cycle GHG emissions relative to life cycle
emissions from gasoline and diesel. However, because of adverse comment, the EPA withdrew the amendments to
40 CFR 80.1129(b)(1), 80.1129(b)(4), 80.1129(b)(8), 80.1131(a)(8), and 80.1131(b)(4) published at 73 FR 57248 on
October 2, 2008, effective November 26, 2008. As of April, 2009, the Obama administration is reviewing the
withdrawn rule and has not yet announced a new proposed rule.

U.S. Senate Designates National Alternative Fuel Vehicle Day

September 24, 2008

The U.S. Senate agreed to Senate Resolution 665, designating October 3, 2008, as "National Alternative Fuel
Vehicle Day." National Alternative Fuel Vehicle Day is intended to promote programs and activities that will lead
to the greater use of cleaner, more efficient vehicles and transportation fuels. The U.S. Senate urges Americans to
increase their personal and commercial use of alternative fuels and advanced technology vehicles; to promote public
sector adoption of alternative fuels and advanced technology vehicles; and to encourage the enactment of federal
policies to reduce the dependence of the nation on foreign oil through the advancement and adoption of alternative,
advanced, and emerging vehicle and fuel technologies.

Texas Renewable Fuels Standard Waiver Request Denied by EPA

August 7, 2008

The EPA denied a request made by Texas Governor Rick Perry to waive 50% of the RFS mandate for the
production of ethanol from grain. According to EPA, the waiver request failed to sufficiently demonstrate that
implementation of the RFS during the time period at issue (September 1, 2008, through August 31, 2009) would
severely harm the state, regional, or U.S. economy. As a result of this action, the total mandated renewable fuel
volumes to be blended into transportation fuels sold in the U.S. remained at 9 billion gallons for 2008 and 11.1
billion gallons for 2009.
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Congress Passes Food, Conservation, and Energy Act of 2008 (Farm Bill)

May 22, 2008

In May, Congress overrode a presidential veto to pass the Food, Conservation, and Energy Act of 2008 (House
Resolution 2419), which provides funding for commodity, rural development, conservation, and energy programs.
The bill includes language that authorizes $1 billion in funds for renewable energy programs and new feedstock
production, and reauthorizes many 2002 Farm Bill programs, including the Biomass Research and Development
Initiative, the Biobased Products and Bioenergy Program, and a biodiesel education program. The bill also allows
for a cellulosic biofuel production credit.

IRS Updates Alternative Fuel Excise Tax Forms

May 12, 2008

The Internal Revenue Service (IRS) has updated several tax forms used to claim the Alternative Fuel Excise Tax
Credit. As a result of these updates, taxpayers claiming a rebate or payment for the $0.50 per gallon credit must file
Form 8849, Schedule 3. Additionally, corporations and businesses may use Form 8849, Schedule 3 to claim a
quarterly credit instead of using Form 4136 to claim an annual credit. According to the IRS, claimants intending to
file Form 8849, Schedule 3 must file no later than the end of the quarter following the quarter in which the fuel was
used or sold.

U.S. DOT Releases Proposed CAFE Regulations

April 22, 2008

The National Highway Transportation Safety Administration (NHTSA) released a Notice of Proposed Rulemaking
that calls for a substantial increase in the Corporate Average Fuel Economy (CAFE) standards for passenger cars
and light trucks manufactured in Model Years (MY) 2011-2015. The proposed rulemaking raises required average
fuel economy to 35.7 miles per gallon (mpg) for passenger cars and 28.6 mpg for light trucks, for an estimated
industry-wide average fuel economy of 31.6 mpg by MY 2015. The proposed regulations are expected to increase
energy security, address climate change by reducing carbon dioxide tailpipe emissions, increase the applicable life
of fleet credits from three to five years, and allow credit trading between vehicle classes and among manufacturers.
The national fuel economy standard passed by the Obama administration in May 2009 surpasses this action,
however.

U.S. EPA Raises the Renewable Fuels Standard for 2008

February 7, 2008

In response to the Energy Independence and Security Act (EISA) of 2007 signed into law by President Bush in
December 2007, the EPA has subsequently increased the 2008 Renewable Fuels Standard (RFS) to 7.76% in order
to meet the new requirement that all transportation fuels sold contain a minimum of 9 billion gallons of renewable
fuel in 2008, as set by the EISA. To determine these volumes, the EPA calculates the percentage-based standard
annually, which applies to refiners, importers, and non-oxygenate blenders of gasoline. The new RFS supersedes
the 2008 RFS that EPA published in November 2007, prior to the enactment of the EISA. The EISA requires an
increase in the overall volume of renewable fuels that must be blended into transportation fuels each year, increasing
to 36 billion gallons per year by 2022. In addition, beginning in 2013, a certain percentage of the renewable fuels
must be advanced and/or cellulosic based biofuels and biomass-based diesel.

Appropriations Act Boosts U.S. DOE Funding for Renewable Energy and Energy Efficiency

December 27, 2007

President Bush approved an omnibus appropriations act that provides a 17% increase in funds for the DOE’s Office
of Energy Efficiency and Renewable Energy (EERE). The act appropriated nearly $1.74 billion for EERE, an
increase of more than $250 million above the $1.474 billion that was included in a continuing resolution approved in
February 2007. The appropriations act did not provide a breakdown of the funds by program, but it did mandate that
any change in program implementation be submitted for congressional approval as part of DOE's budget
submission. The appropriations act also provided $5.45 million for the administration of DOE's Innovative
Technology Loan Guarantee Program.



U.S. EPA Denies California Vehicle Emissions Waiver Request

December 19, 2007

The EPA denied California's request for a waiver that would have allowed the state to implement its greenhouse gas
emissions standards for motor vehicles. In explaining his decision, EPA Administrator Stephen Johnson stated that
the recently-enacted Energy Independence and Security Act of 2007 establishes a national vehicle efficiency
standard of 35 miles per gallon by 2020 and that this unified standard is preferable to a state-by-state approach.
California’s current waiver request is distinct from all prior requests in that previous waiver petitions covered
pollutants that predominantly impacted local and regional air quality.

Energy Independence and Security Act of 2007 Signed Into Law

December 19, 2007

President Bush signed the Energy Independence and Security Act (EISA) of 2007 (House Resolution 6), designed to
improve vehicle fuel economy and help reduce U.S. dependence on oil. EISA aims to increase the supply of
alternative fuel sources by setting a mandatory Renewable Fuel Standard (RFS) requiring transportation fuel sold in
the U.S. to contain a minimum of 36 billion gallons of renewable fuels by 2022, including advanced and cellulosic
biofuels and biomass-based diesel. In addition, the law requires the CAFE standard to reach 35 miles per gallon by
the year 2020. The EISA is projected to reduce energy consumption by 7% and greenhouse gas emissions by 9% by
2030.

Federal Court Upholds California's Vehicle Emissions Standards

December 12, 2007

A U.S. District Court ruled against a group of automobile manufacturers challenging California's authority to set and
implement greenhouse gas emissions standards for motor vehicles. The auto industry had argued that the state's
proposed regulations amount to setting fuel efficiency requirements for new vehicles, and that such efficiency
standards can be set only by the federal government, specifically, the Department of Transportation's National
Highway Traffic Safety Administration. A similar ruling was issued in September 2007 in Vermont against
automobile industry plaintiffs challenging that state’s authority to adopt California’s vehicle emissions standards.
California's proposed standards would be gradually phased in between Model Years (MY) 2009 and 2016, and
would require approximately a 30% reduction of tailpipe greenhouse gas emissions from new motor vehicles by MY
2016.

Ninth Circuit Court of Appeals Rules That NHTSA Must Set New Light Truck Emissions Standards

November 15, 2007

The U.S. Court of Appeals for the Ninth Circuit rejected new fuel economy standards for light trucks, stating the
NHTSA did not properly assess greenhouse gas emissions when it set new minimum fuel economy requirements for
Model Years 2008 to 2011. The court ordered NHTSA to develop new standards "as expeditiously as possible."

National Research Initiative Competitive Grants Program

September 10, 2007

The U.S. Department of Agriculture's National Research Initiative (NRI) Competitive Grants Program requested
applications for Fiscal Year (FY) 2008 to support high priority fundamental and mission-linked research addressing
key issues of national and regional importance to agriculture, forestry, and related topics. Eligible projects for 2008
included areas such as air quality, sustainable alternative energy resources, and bioenergy production.

Supreme Court Rules U.S. EPA May Regulate Car Emissions

April 2, 2007

The U.S. Supreme Court ruled that carbon dioxide and other heat-trapping gases emitted from tailpipes are air
pollutants covered by the Clean Air Act. The court further ruled that the EPA has the authority to regulate
greenhouse gases unless it can provide a scientific basis for its refusal. The decision came in the case of
Massachusetts vs. EPA, 05-1120, in which Massachusetts, California, and 10 other states filed suit against the EPA
to force the agency to grant approval for their local programs to limit tailpipe emissions, beginning with the 2009
model year. The EPA had contended that it lacked authority to regulate those emissions or grant individual states the
right to regulate them.




2.2 FEDERAL INCENTIVES

2.2.1 Tax Incentives

Alternative Fuel Excise Tax Credit

An excise tax credit is available for alternative fuel that is sold for use or used as a fuel to operate a motor vehicle.
The credit is $0.50 per gasoline gallon equivalent (GGE) of compressed natural gas and $0.50 per liquid gallon of
liquefied petroleum gas, liquefied natural gas, and liquefied hydrogen. An entity is eligible for the credit if it is the
one liable for reporting and paying the federal excise tax on the fuel. Eligible entities must be registered with the
Internal Revenue Service (IRS). If a tax exempt entity fuels vehicles from an on-site fueling station, it can claim the
excise tax credit and receive a direct payment from the IRS. The credit was available until September 30, 2009,
except in the case of the credit for liquefied hydrogen, which expires September 30, 2014.

Alternative Fuel Infrastructure Tax Credit

A tax credit is available for up to 30% of the cost of installing alternative fueling equipment (the credit, however,
may not exceed $30,000). Qualifying alternative fuels are natural gas, liquefied petroleum gas, hydrogen, E85, or
diesel fuel blends containing a minimum of 20% biodiesel. Fueling station owners who install qualified equipment
at multiple sites are allowed to use the credit towards each location. Consumers who purchase residential fueling
equipment may receive a tax credit of $1,000. The credit was effective for equipment put into service after
December 31, 2005, and before December 31, 2009; the credit for hydrogen fueling property expires December 31,
2014. (Reference 26 U.S. Code 30C, EPAct 2005, section 1342)

Biodiesel Income Tax Credit

An entity that either delivers pure, unblended biodiesel (B100) into the tank of a vehicle or uses B100 as an on-road
fuel in their trade or business may be eligible for a nonrefundable income tax credit. Credits of $1.00 per gallon of
agri-biodiesel (e.g. biodiesel made from soybean oil) and $0.50 per gallon of pure biodiesel made from other sources
(e.g. waste grease) are available. The volumetric excise tax does not apply to the sale or use of B100. Eligible
entities must have a certificate from the biodiesel (B100) producer or importer identifying the product as biodiesel or
agri-biodiesel that confirms that it is properly registered as a fuel with the EPA and that it meets the requirements of
American Society for Testing and Materials (ASTM) specification D6751. This tax credit expired December 31,
2009. (Reference 26 U.S. Code 40A)

Biodiesel Mixture Excise Tax Credit

Biodiesel blenders registered with the Internal Revenue Service (IRS) are eligible for a volumetric excise tax credit
in the amount of $1.00 per gallon of pure agri-biodiesel (e.g. biodiesel made from soybean oil) blended with
petroleum diesel, or $0.50 per gallon of pure biodiesel made from other sources (e.g. waste grease) blended with
petroleum diesel. An entity is eligible only if it is registered with the IRS and has produced and sold or used the
qualified biodiesel mixture as a fuel in its trade or business. Eligible blenders must have a certificate from the
biodiesel (B100) producer or importer identifying the product as biodiesel or agri-biodiesel that confirms that it is
properly registered as a fuel with the EPA and that it meets the requirements of American Society for Testing and
Materials (ASTM) specification D6751. This tax credit expired December 31, 2008. (Reference 26 U.S. Code 6426)

Fuel Cell Motor Vehicle Tax Credit

A tax credit of up to $8,000 is available to purchase qualified light-duty fuel cell vehicles. After December 31,
2009, the credit was reduced to $4,000. Tax credits based on vehicle weight are also available for medium- and
heavy-duty fuel cell vehicles. Vehicle manufacturers must follow the procedures as published in Notice 2008-33 in
order to certify to the Internal Revenue Service that a vehicle meets the designated requirements. Notice 2008-33
also provides guidance to taxpayers about claiming the credit. This tax credit expires on December 31, 2014.
(Reference 26 U.S. Code 30B)

Heavy-Duty Hybrid Electric Vehicle Tax Credit

A tax credit of up to $18,000 is available for the purchase of qualified heavy-duty Hybrid Electric Vehicles (HEV)
with a gross vehicle weight rating of more than 8,500 pounds. Vehicle manufacturers must follow the procedures
published in Notice 2007-23 to certify to the Internal Revenue Service (IRS) that a heavy-duty vehicle meets the



designated requirements. See the IRS Heavy Hybrid Vehicles Web site for the current list of qualified vehicles and
credits. This tax credit expires December 31, 2009. (Reference 26 U.S. Code 30B)

Light-Duty Hybrid Electric Vehicle and Advanced Lean Burn Vehicle Tax Credit

A tax credit is available for qualified light-duty HEVs and advanced lean burn technology vehicles placed in service
after December 31, 2005. The Internal Revenue Service (IRS) must first acknowledge the manufacturers'
certifications of qualified vehicles and credit amounts. The credit begins to phase out in the second quarter
following the calendar quarter in which at least 60,000 of a manufacturer's qualifying HEV's and/or lean burn
passenger automobiles and light trucks have been sold. See the IRS Hybrid Cars and Advanced Lean Burn
Technology Vehicles Web site for the current list of qualified vehicles, credits, phase-out schedules, and required
forms. This tax credit expires December 31, 2010. (Reference 26 U.S. Code 30B)

Qualified Alternative Fuel Motor Vehicle Tax Credit

A tax credit is available toward the purchase of Qualified Alternative Fuel Motor Vehicles (QAFMYV), which may
be either new, original equipment manufacturer vehicles or vehicles that have been repowered to operate on an
alternative fuel. Qualifying alternative fuels are those powered by natural gas, liquefied petroleum gas, hydrogen,
and fuel containing at least 85% methanol. The vehicle must be placed in service as an alternative fuel vehicle on or
after January 1, 2006. Vehicle manufacturers must follow the procedures published in Notice 2006-54 in order to
certify to the IRS that a vehicle meets the requirements to claim the QAFMYV credit. See the IRS QAFMV Web site
for the current list of qualified vehicles and credits. This tax credit expires December 31, 2010. (Reference 26 U.S.
Code 30B)

Small Agri-Biodiesel Producer Tax Credit

An income tax credit of $0.10 per gallon of agri-biodiesel is available to qualified small producers. A small
producer is one that produces up to 60 million gallons of agri-biodiesel per year. Agri-biodiesel is defined as diesel
fuel derived solely from virgin oils, including esters derived from corn, soybeans, sunflower seeds, cottonseeds,
canola, crambe, rapeseeds, safflowers, flaxseeds, rice bran, and mustard seeds, and from animal fats. The credit
applies only to the first 15 million gallons of agri-biodiesel produced in a tax year and expired December 31, 2008.
(Reference 26 U.S. Code 40A)

Small Ethanol Producer Tax Credit

An income tax credit of $0.10 per gallon of ethanol is available to qualified small ethanol producers. A small
producer is one that produces up to 60 million gallons of ethanol per year. The credit applies only to the first 15
million gallons of ethanol produced in a tax year and expired December 31, 2008. (Reference 26 U.S. Code 40)

Volumetric Ethanol Excise Tax Credit

Ethanol blenders registered with the Internal Revenue Service are eligible for a Volumetric Ethanol Excise Tax
Credit (VEETC) in the amount of $0.51 per gallon of pure ethanol (minimum 190 proof) blended with gasoline. An
entity is eligible only if it has produced and sold or used the qualified ethanol mixture as a fuel in its trade or
business. This tax credit expires December 31, 2010. (Reference 26 U.S. Code 6426)

2.2.2 Grants, Rebates, Loans and Other Funding

Biobased Transportation Research Funding

The Surface Transportation Research, Development, and Deployment (STRDD) program funds activities to promote
innovation in transportation infrastructure, services, and operations. A portion of the funding made available to the
STRDD program is set aside for the Biobased Transportation Research program to carry out biobased research of
national importance at research centers and through the National Biodiesel Board.

Biomass Research and Development Initiative

The U.S. Department of Agriculture Office of Rural Development, in conjunction with the DOE, provides grant
funding for projects addressing research and development of biomass-based products, bioenergy, biofuels, and
related processes under the Section 9008 Biomass Research and Development Initiative. Eligible recipients may
receive up to $1 million for projects that involve feedstock production for biobased fuels and products, converting
cellulosic biomass into biobased fuels, technologies for co-producing biobased products in biofuel production



facilities, and strategic guidance for improving overall sustainability and environmental quality of biomass
technologies. (Reference 7 U.S. Code 8601)

Renewable Energy Systems and Energy Efficiency Improvements Grant

Competitive grant funding and guaranteed loans are available from the U.S. Department of Agriculture Office of
Rural Development's Section 9006 Energy Program for the purchase of renewable energy systems and energy
improvements for agricultural producers and small rural businesses. Qualified projects must occur in a rural area
and implement technology that meets certain standards. Research and development does not qualify. Applicants
must provide at least 75% of eligible project costs, and grant assistance to a single individual or entity may not
exceed $750,000. Eligible projects include biofuels, hydrogen, and energy efficiency improvements, as well as
solar, geothermal, and wind. The Section 9006 Energy Program was not funded for Fiscal Year 2008. (Reference 7
U.S. Code 8106)

Value-Added Producer Grants

The U.S. Department of Agriculture Office of Rural Development awards Value-Added Producer Grants for
planning activities as well as working capital for marketing value-added agricultural products and farm-based
renewable energy. Independent producers, farmer and rancher cooperatives, agricultural producer groups, and
majority-controlled producer-based business ventures qualify as eligible applicants. They may apply for either a
planning grant or a working capital grant, but not both. In addition, no more than 10% of program funds may be
awarded to majority-controlled producer-based business ventures, and grants will only be awarded if the planning
activity is determined to be economically viable and sustainable. (Reference 7 U.S. Code 1621)

23 FEDERAL LAWS AND REGULATIONS

2.3.1 Fuel Standards/Mandates

Renewable Fuel Standard Program

The Energy Independence and Security Act of 2007 implemented an updated Renewable Fuel Standard (RFS)
requiring 36 billion gallons of renewable fuel to be blended into gasoline by 2022. The national Renewable Fuel
Standard Program (RFS Program) was developed to meet that goal. The EPA finalized RFS Program regulations,
effective September 1, 2007. In 2008, 9 billion gallons of renewable fuel must be used, increasing to 36 billion
gallons per year by 2022. Beginning in 2013, a certain percentage of the renewable fuels must be advanced and/or
cellulosic based biofuels and biomass-based diesel, pending final rulemaking by EPA. Cellulosic biofuel is defined
as any renewable fuel derived from cellulose, hemicellulose, or lignin, and achieves a 60% greenhouse gas (GHG)
emissions reduction. Advanced biofuel is defined as any renewable fuel, other than ethanol derived from corn,
derived from renewable biomass, and achieves a 50% GHG emissions reduction.

Each year, the EPA will determine the Renewable Volume Obligation (RVO) for parties required to participate in
the RFS Program. Any party that produces gasoline for use in the U.S., including refiners, importers, and blenders
(other than oxygenate blenders), is considered an obligated party under the RFS Program and is required to
participate. Parties that do not produce, import, or market fuels within the 48 contiguous states are exempt from the
renewable fuel tracking program. Small refineries and refiners are also exempt from the program until 2011. A
small refinery is defined as one that processes fewer than 75,000 barrels of crude oil per day, has a total crude
capacity of less than 150,000 barrels per day, and employs fewer than