September, 2008

The Gathering Storm

Another hurricane was headed into New Orleans as we moved into September, and the GOP
curtailed some of the convention excitement in order to keep their eye on the storm. Thankfully,
Hurricane Gustav wasn’t the “mother of all storms” some had predicted, but it was bad enough. And
still, we're likely to experience more “windstorms” from the political parties as we approach the
November election.

Shortly after Republican John McCain announced Sarah Palin—whom the media has said made
her name fighting “oil corruption” in her state—presidential nominee Barrack Obama and his choice
for VP were touring a biodiesel plant in Pennsylvania. There’s no doubt that energy issues and
energy security issues will continue to be responsible for a lot of the “wind” in the coming electoral
storm. So batten down the hatches, but keep your ears and eyes open for the latest developments.

Apples to Apples

Some of you have mentioned that you would like more side-by-side price comparisons in the Pump
Prices—Here & There table, below. We agree that the price comparisons are interesting, but we
have to be careful, because, blending patterns in the different countries can mean that you end up
comparing apples to oranges. For example, all gasoline sold in Brazil is 25 percent ethanol—so
there is no price for pure gasoline. Another example is the 100 percent biodiesel price. Although
pure biodiesel exists in Brazil, it cannot, under the law, be purchased by consumers. The only
customer for 100 percent biodiesel in Brazil is the National Petroleum Agency (ANP,) which
regulates all fuel in the country. They purchase large lots of biodiesel in regular auctions.

The last of those auctions was on August 15, and the ANP bought 66,000 cubic meters of biodiesel,
that would be eventually blended, at three percent, into petroleum diesel sold for road use in that
country. The average price ANP paid for biodiesel at that auction was R$2,609.70. Now, since a
cubic meter is equal to 1,000 liters, we calculate that they paid R$2.61 a liter for the biodiesel, and
at the August 15" exchange rate of 1.64 reals to each U.S. dollar, that comes to about US$6.01 per
gallon for the unblended stuff. And that, keep in mind, is the wholesale rate. We don’t put those
prices into the “Pump Prices” chart because that $6.01 figure isn’t a pump price—the only way you
can get 100 percent biodiesel in Brazil, right now, is to join a cooperative that makes the alternative
fuel.

Pump Prices — Here & There September 2" and 3", 2008
us Brazil

B100 $5.67 / gal NA
B3 -NA - $4.89 / gal
B11 $4.11/ gal - NA-
100% Ethanol - NA - $3.85/ gal
E85 $3.19/ gal -NA -
Gasoline $3.68 / gal $5.90 / gal*
*contains 25% ethanol **
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Brazil: More Tanks = More Biofuels

A motor vehicle manufacturers’ association said last month that Brazil will have built 4,000 new
towed tank wagons for transporting biofuels by the end of 2008. According to the Tribuna do Norte
newspaper, that would represent a nearly 35 percent increase in the manufacture of such
implements over last year. Last year, the National Highway Implements Manufacturers’ Association,
or Anfir, as it's known in Portuguese, had predicted an eight- to ten percent increase in manufacture
and sales of towed biofuels tank. More recently, that estimate was bumped to 25 percent growth..
According to Norberto Fabris, executive director of Randon, one of the largest companies in the
highway transport implement sector in Brazil, the increase in demand is the result of greater
biofuels demand brought about by greater use of flex-fuel technology. The expansion, however, is
not without its growing pains: industry sources say manufacturers are suffering from a shortage of
skilled labor for building the implements.
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Brazil: Minimum Prices for Biofuels Feedstocks?

A Brazilian house committee last month killed a bill to
subsidize biofuels production. The bill would have set a
minimum price of at least 110 percent of the equivalent
fossil fuel. Additionally, the total minimum prices of each
feedstock used in the production of a given biofuel would
have to add up to at least 70 percent of the minimum
price for the biofuel itself. Legislators rejected Bill
592/07 in committee. One legislator justified the rejection
of the floor price by pointing out that Brazilian biofuels
producers already have mandates for biofuels use—of
25 percent in gasoline and three percent in diesel fuel.
Despite the committee’s rejection, the bill will be
considered by additional committees, and eventually will
make its way to the House floor.
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Argentina Exports Biodiesel

Argentina’s MDZ Online reports that country’s biodiesel exports showed “phenomenal” growth in the
first half of the year,. The total value of biodiesel exports is expected to reach US$500 million for the
year. According to a study, biodiesel exports jumped from 163,000 metric tons in 2007, to 237,000
metric tons in just the first half of this year. Dollar values of biodiesel exports were also up, from
$135 million for all of 2007, and $264 million for January through June of this year. The main buyers
were the United States and the Low Countries. The study was carried out by the Investigaciones
Economicas Sectoriales consultancy, or IES.
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Brazil-Peru Feasibility

Peruvian President Alan Garcia has put a September visit to Brazil on his agenda, but he’s
unlikely to have time for relaxing at Copacabana Beach. Instead, according to Peruvian
media reports, he’s looking for investors—principally in sugarcane ethanol production.
Garcia is reportedly hoping for a deal to be signed by the two countries’ state oil
companies for an economic and technical feasibility study to be performed on Peru’s
eventual production of ethanol. Brazilian ethanol investors may spend where Petrobras
has given the thumbs-up.
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Flex-fuel Cars

Brazil has not only grown to become the world’s sixth-largest automobile producer, but more and
more of those cars are of the so-called “flex-fuel” variety, which allows motorists to put as much
pure ethanol into their gas tanks as they wish. Nearly 90 percent of all passenger vehicles licensed
in the first half of the year we bi-fuel, versus only eight percent that operated exclusively on
gasoline. That's down from ten percent gasoline-only cars for the first half of last year. At the same
time, says Unica, one of Brazil's sugarcane producers’ associations, ethanol sales outstripped
gasoline sales in February—a first-time event.
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UK Activists Just Say “No”

British scientists have requested permission from Britain’s Forestry Commission to plant biotech
trees for a study the feasibility of producing ethanol from them. According to the Telegraph,
researchers would use biotechnology to lower the lignin content of poplar trees to make it easier to
produce ethanol. So far, though, activists have blocked any biotech research on trees. In 1999,
protesters destroyed 115 biotech trees at the Berkshire site. One researcher pushing the effort told
a newspaper that "The extreme environmentalists are preventing us from collecting the evidence.
We have to go public and try to move the public debate forward. We know what the consequences
will be but we need that debate."
http://www.telegraph.co.uk/earth/main.jhtml?xml=/earth/2008/08/09/eatrees109.xml
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Starvation and Rainforests

Under the headline “UK Biofuel Probably Made of Starvation, Rainforests,” Britain's The Register
reported last month that “...the emerging popular picture of the linkage between current biofuels
supplies and rainforest destruction and high food prices seems to be borne out.” The paper drew
the conclusion after the government of Great Britain released a monthly report on use of biofuels in
the UK, reporting that only slightly more than two percent of all fuel consumed in the UK is biofuel.
The paper went on to complain that the British government did not seem to know on what type of
land—cropland or non-cropland—the feedstock for the biodiesel portion of the consumption was
grown. http://www.theregister.co.uk/2008/08/08/uk _gov_biofuel report/
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A Rose by Any Other Name...

With a new zero-tolerance policy for drinking and driving across Brazil, it just didn't make sense to
have motorists filling up with alcohol at stops along the highway. At least that was part of the
thinking in legislation proposed last month to change the name of the sugarcane-based biofuel from
alcohol to ethanol. Plus, there’s the fact that just about everyone else around the world calls the
stuff ethanol. And, if the goal is to become an internationally traded commodity, it's best to start by
making the terminology uniform. The effect of any change would not be to change the product, but
just the word at the more than 36,000 service stations across Brazil. Brazil's Sugarcane Industry
Union proposed the name change and the slogan “alcohol and driving don’t mix” along with it.
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Grease to Greece Challenge

In all the hectic activity of the past month, you may have missed
news of the “Grease to Greece” rally, from London to Athens, in
August. Not to worry, though, The Biofuels Report has you
covered. The rally, a 2,000-mile run by ten cars—eight of which
finished the race—finished by August 28. According to The
Scotsman, vegetable oil for participating vehicles was obtained
along the way from restaurants, hospitals and nursing homes.
According to The Scotsman, “the Grease to Greece rally has
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demonstrated that driving—indeed long-distance driving—can be almost emissions-free, even if it
does mean raiding the nearest deep-fryer.”
http://thescotsman.scotsman.com/features/Grease-is-the-word.4433764.jp
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Minnesota Distillery Gets Cash Boost

Just as Republicans began gathering in Minnesota, keeping a wary eye on Hurricane Gustav in the
Gulf, the Star Tribune reported that a Fairmont, MN ethanol plant managed a $20 million line of
credit to continue operating. This came about none to soon for the company, whose parent,
BioFuel, revealed recently it had lost $39 billion in financial deals with Cargill, said the paper. “It's
not as profitable a business as it was a year ago,” said Minnesota state representative Bob
Gunther, according to the Star Tribune, as corn prices have risen.
http://www.startribune.com/business/27680504.html?page=1&c=y
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Demos’ Turn

August brought the Democratic convention to nominate Barack Obama and Joe Biden, who, by
month’s end, were touring a biodiesel plant in Pennsylvania. The Pittsburgh Post-Gazette reports
that the plant makes biofuel from chicken fat. In one of his first campaign stops after gaining the
nomination of his party, Obama visited Pennsylvania Bio Diesel, a 20-empoyee plant with a 35,000-
gallon monthly capacity. The Pittsburgh Tribune-Review quoted Obama as saying “(the plant) “is an
example of how we can create jobs, save our environment and recycle products that would
otherwise go to waste,"

http://www.post-gazette.com/pg/08242/908065-100.stm
http://www.pittsburghlive.com/x/pittsburghtrib/news/breaking/s 585564.html
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Lawsuit Brings Biodiesel

A lawsuit may have ended up turning what would have been Florida’s first ethanol distillery into a
biodiesel facility. According to the St. Petersburg Times, the company planning to build the ethanol
plant lost its financing after delays brought about by a lawsuit. Since then, Dallas-based
GreenHunter Energy has stepped in to take up the 22-acre lease and build a 50 million-gallon
capacity biodiesel facility instead, at a cost of up to $100 million. The plant is scheduled to go online
by 2010. The company plans to produce biodiesel from animal fat and vegetable oil, and to make
biodiesel from jatropha, grown in Central America and South America.
http://www.tampabay.com/news/business/energy/article788854.ece
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US funds study of biofuels in Uganda

Afrique en Ligne reported, at month’s end, that the US Trade and Development Agency provided a
grant of $572,000 to “analyze the potential for a biofuels market” in Uganda. The money reportedly
will go toward executing a cost-benefit analysis on biofuels production there as droughts have
lowered the availability of hydroelectric power. US Ambassador Steven Browning said, “The
Ugandan government has passed the Renewable Energy Policy to encourage the development of
the country’s abundant renewable energy sources, especially biofuels... The two most serious risks
are rainforest destruction and possible negative impacts on food supply and food prices.”
http://www.afriquenligne.fr/us-funds-study-of-biofuels-in-uganda-2008082911712.html
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Federal Money at Home

In a web-exclusive report, Biomass Magazine
reports the US Department of Energy has provided
a $5.6 million grant for development of a new
solvent extraction technology that could lower the
price of water removal in the ethanol process. A
spokesman for the National Bioenergy Center said
the new process could bring about energy savings
in the ethanol-production process. The new
method involves sending the product through a
membrane-solvent system. Among entities
involved in the partnership developing the new
process are 3M Co, Archer Daniels Midland Co.,
the National Renewable Energy Laboratory and

Karges-Faulconbridge, Inc.
http://www.biomassmagazine.com/article.jsp?article id=1981
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Obama Acceptance Speech Touches on Biofuels
Politico.com reports that a record 38 million people watched Barack Obama'’s acceptance speech
last month, from a stadium in Denver. Here’s some of what he said about energy policy:

As president, | will tap our natural gas reserves, invest in clean coal technology
and find ways to safely harness nuclear power. I'll help our auto companies
retool, so that the fuel-efficient cars of the future are built right here in America. I'll
make it easier for the American people to afford these new cars. And I'll invest
$150 billion over the next decade in affordable, renewable sources of energy —
wind power and solar power and the next generation of biofuels; an investment
that will lead to new industries and 5 million new jobs that pay well and can't ever
be outsourced.

http://www.politico.com/news/stories/0808/13011.html
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The Spanish in Kansas

A Spanish company has said there’s no place like Kansas as home to its planned hybrid ethanol
plant, slated to manufacture 88 million gallons of ethanol and 12 million gallons of cellulosic ethanol
yearly, when up and running, according to Hutchinson News Online. Abengoa Bioenergy last year
announced plans to build a large ethanol plant in Hugoton, Kansas. At the time, there was little
doubt the town’s 5,000 residents were looking forward to the benefits of having the plant. But by the
end of last month, company officials were talking of spending even more on the plant, and working
with local farmers to develop contracts. One company official says the plant will need about
490,000 tons of biomass to produce the targeted 12 million gallons of cellulosic ethanol. The
Hutchinson News Online reports that approximate three-quarters of the company’s biomass will be
corn stover.

http://www.hutchnews.com/Todaystop/bio2008-08-28T20-50-58
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