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Disclaimer

“Colorful and complicated charts are credited to
Patrick Kelly, API

Boring material credited to various Environmental
Regulatory Agencies

The rest Is mine.
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Definitions

According to EPA:

Biomass-Based Diesel: Biodiesel, renewable diesel if fats and oils not co-processed with
petroleum

Cellulosic Biofuel: Renewable fuel produced from cellulose, hemicellulose, or lignin E.g.,
cellulosic ethanol, Biomass to Liquid ("BTL”) diesel, green gasoline, etc.

Advanced Biofuel: Can be essentially anything except corn starch ethanol
Includes cellulosic biofuels and biomass-based diesel

Renewable Biofuel: Ethanol derived from corn starch — or any other qualifying renewable
fuel
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Definitions

ccording to Industry:

Biodiesel — diesel derived from fats and oils. Can be co-processed with petroleum and is
designated as such (B100, B99, etc.)

Green Diesel - chemically the same as petroleum diesel, but it is made from recently living
biomass. Unlike biodiesel, which is an ester and has different chemical properties from
petroleum diesel, green diesel is composed of long-chain hydrocarbons, and can be mixed
with petroleum diesel in any proportion for use as transportation fuel. Green diesel
technology is frequently referred to as second-generation renewable diesel technology.

Ethanol — traditionally an alcohol-based fuel made by fermenting and distilling starch crops,
such as corn or sugar cane.

Anhydrous Ethanol — ethanol that has gone through the dehydration process, can also be
called dry ethanol.

What does this mean? Definitions are not clear
cut and depend on many things — make sure you
understand what the productis. B |CHARTER



Renewable Fuels Primer

1
“Congress first established an RFS with the enactment of the Energy Policy Act of 2005 (EPAct,
P.L. 109-58). This initial RFS (referred to as RFS1) mandated that a minimum of 4 billion gallons be
used in 2006, and that this minimum usage volume rise to 7.5 billion gallons by 2012. Two years
later, the Energy Independence and Security Act of 2007 (EISA, P.L. 110-140) superseded and
greatly expanded the biofuels blending mandate. The expanded RFS (referred to as RFS2)
required the annual use of 9 billion gallons of biofuels in 2008 and expanded the mandate to 36
billion gallons annually in 2022, of which no more than 15 billion gallons can be ethanol from corn
starch, and no less than 16 billion must be from cellulosic biofuels. In addition, EISA carved out
specific requirements for “other advanced biofuels” and biomass-based biodiesel.”!

« RFSis enforced by the EPA
 RFS1 created the tracking system based on RINS
 RFS2 builds on RFS1 but adds:

— Mandated volumes are greatly increased and the time frame is expanded

— Total RFS requirements are divided into four categories (total renewable fuels, advanced biofuels, biomass-based
diesel, and cellulosic ethanol) each with its own volume requirement

— Biofules qualifying under each category must meet minimum lifecycle GHG emission reductions
—  All renewable fuels must be made from feedstocks that meet a new defition of renewable biomass

1CRS - Renewable Fuels Standard (RFS): Overview and issues report by Reandy Schnepf and Brent Yacobucci, dated January 23,
2012

B |CHARTER



EISA Renewable Fuel Standard
2007-2022

Biomass Based Diesel:

Biodiesel - Ester
35 - Standalone Renewable Diesel
§ Non-cellulosic Advanced:
>30 - Sugar Ethanol
’cg_ Co-processed Renewable Diesel
229 - S
o Advanced Cellulosic Biofuel
©
020 -
S RFSl\
215 -
Q
510 § Non-Advanced Renewable Fuel
Conventional Corn Ethanol
5 F I I I I I I
0

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

50% GHG Sloaenien FEBHERIER  20% GHG Reduction (For new construction only.
Reduction Sl pRERlleienl  Existing corn facilities have no reduction requirement.)
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| )\) Rulemakings to Set Standards

By November 30" each year, EPA is to determine the
cellulosic biofuel volume “projected to be sold or introduced
into commerce in the United States”

« EPA feels it may project higher levels to “provide an incentive for
developing cellulosic biofuel facilities to come on line as expeditiously

as possible”
* Requirements for 2012:
» Cellulosic Biofuel: 0.006%
* Biomass-based Diesel: 0.91%
« Advanced Biofuel: 1.21%
 Renewable Fuel: 9.23%

 Petition for Reconsideration of the 2011 Standard
« EPA Required to respond, but no timeline established

« EPA to set the 2013 biomass based diesel standard 14
months in advance

B |CHARTER



| ) EPA Registration

"« Biofuel Producers and Importers:
— Third party engineering review
— Determine lifecycle GHG score

« Obligated Parties - Refiners and importers of
gasoline & diesel

* Gasoline and diesel exporters (incur an obligation
according to their export volumes)
* Any other entity that handles RINs

— Companies not registered with EPA may not buy or
sell RINs




| \\) RINS Overview

“Parties: Who is subject to RFS and RINS?
Obligated parties include:

— Importers
— EXxporters
— Producers

Transactions: What transactions impact RINS
— An import creates a RIN
— Production of renewable fuel creates a RIN

— Purchasing and selling renewable fuel can transfer a
RIN

— An export exhausts a RIN




) Equivalency Values

Regular vs. Advanced RINS

 Based on a renewable fuel’s energy content in

comparison to ethanol where ethanol = 1.0

 Biodiesel (alkyl esters): 1.5
 Renewable diesel: 1.7
« Butanol: 1.3

— One biodiesel gallon generates 1.5 RINSs

— The biomass-based diesel obligation is increased to
reflect the higher equivalency value:

1.0 billion gallon requirement to be met with 1.5 billion RINs




N RIN Codes

YYCCCCFFFFFBBBBBRR KYYYYCCCCFFFFFBBBBBRRDSSSSSSSSEEEEEEEE
= RIN assignment code (1=assigned, 2=unassigned)

* YYYY = Year batch is produced/imported (when it leaves the facility)
« CCCC = Company registration ID
« FFFFF = Facility registration 1D
« BBBBB = Producer assigned batch number
*  RR = Equivalence Value for the renewable fuel
D =1 for cellulosic biomass ethanol under RFS1 regulations
= 2 for all other renewable fuels under RFS1 regulations
= 3 for cellulosic biofuel
= 4 for biomass-based diesel
= 5 for advanced biofuel
= 6 for other renewable fuel
= 7 for cellulosic diesel

« SSSSSSSS = RIN Block Starting Number
« EEEEEEEE = RIN Block Ending Number

B |CHARTER



) RIN Lifecycle

INs are generated by biofuel producers or importers
— RINSs are “attached” to the biofuel volumes
— Certain limitations allow producers to detach a limited number of RINS
« Obligated Parties may “detach” RINs
— Biofuel marketer or other intermediaries may not detach RINs
* Non-obligated parties that physically blend biofuel may detach RINs
« Detached RINs are openly traded
— No limitation on parties that may participate
— Must register with EPA to use EMTS
* RINs are submitted for compliance by Obligated Parties
— 1 year life (may be used for current or subsequent year’'s compliance)
— No more than 20% of an obligation may be met with prior year RINs

— Cellulosic shortfalls may be met with EPA generated RINs
 Price determined in EISA legislation (2012 = $0.78 per gallon)

« Issues with RINs
— Accounting
— lllegal or improper RINS

B |CHARTER



\) EPA Moderated Transaction System
)/ (“EMTS”)

«"All RIN transactions are handled in EMTS
Transactions entered within 5 days of title transfer

What EMTS does:

— Reduces risk of transposition and other errors in transactions

— Tracks all RIN transactions
 Generate RINS
* Purchase RINs
* Sell RINs
« Separate RINs
* Retire RINs

What EMTS does not do:
— Match buyer and seller
— Handle contracts, pricing, invoicing, etc.
— Show counterparty positions or other entity’s RIN activity




{= EPA may deem more biodiesel RINs as invalid over alleged fraud: lawyer - 0il | Platts News Arti - Windows Internet Explorer

G@f - |E hikkps v plakts . comR5SFeedDetailedhews /R 9SFeed /Ol 6659233 bl ||*1~|| X | |Gu:n:|gle ||}:I |"’|
File Edit Miew Favorites Tools  Help
' Go g'E EIMS fraud v ';','l Search =+ More »> SignIn W -

‘ﬂ.’ oty [ EPA may deem more biodiesel RIMNs as invalid over alle. .. I l

>

@' B @'@PaQEv@TDDISv

EPA may deem more biodiesel RINs as invalid over

alleged fraud: lawyer
Mew Yark (Flatts }-9Mov2011/400 pm EST/Z100 GMT

The S Environmental Protection Agency may end up deeming maore biodiesel renewable identification
numbers (RIMNs) as invalid following federal investigations into two companies that allegedly sold RIMNG
without producing the appropriate volumes of biodiesel, a lawyer familiar with the matter said Wednesday.

The companies — Maryland-based Clean Green Fuels and Texas-based Absolute Fuels - are accused of
selling RIMNS without producing the commensurate biodiesel, following separate probes by the LIS Aftorney's
Office in Maryland and the LS Attorney's Office far the Morthern District of Texas.

Accarding to the Lubbock Avalanche-Journal newspaper, citing federal affidavits, Absolute Fuels of Lubbock
sold 340 million in RIM=, representing over 36 million gallons of bicdiesel.

Article continues below...

Sign up for Qilgram HNews

&7 Qilgram Mews brings fast-breaking global petroleum and gas news to your
deskiop every day. Our extensive global network of correspondents report on
supply and demand trends, corporate news, government actions, exploration,
technology, and much maore.
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)) California Low Carbon Fuel Standard

* Requires 10% reduction in GHG between 2010 and 2020
« The program is not on an absolute basis, rather it is done a per gallon of fuel

 Not tied to demand, in other words fuel efficiencies of cars does not count in the
reduction

« The life cycle of the fuel is the basis . The program follows the fuel from the
production, transport, and consumption to determine the total GHG impact

* Producers and importers are required to register at certain carbon intensity level

* Primary means for meeting these goals, use of biodiesel and ethanol

— The value in ascending order from a GHG reduction perspective is: Corn ethanol, regular biodiesel,
soy oil, sugar ethanol, Biodiesel from waste grease

« Other manners of offsetting GHGs are limited for industry; ex: land fill gas recover

 Thereis awall in 2014 which will require huge amounts of sugar based ethanol to
meet the requirements
* The entire program is currently under legal challenge. The lower court ruling held
that CA is regulating beyond its borders and issued an injunction against CARB.
This ruling is being appealed by CARB at the 9t Circuit.
— Will CARB be able to continue to enforce?

* |Infrastructure issues?

What do we do: Wait and see SQHARTER
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" Biodiesel:

HTSUS Issues for Renewable Fuels

— US Statistical Note 1 from CH 38 “For the purposes of heading 3824,
the term “biodiesel” means fatty acid esters of a kind used as fuel,
derived from animal or vegetable fats and oils, whether or not used.

3826.00

3826.00.10

3826.00.30

00

00

Biodiesel and mixtures thereof, not containing or containing
less than 70 percent by weight of petroleum oils or oils

obtained from bituminous materials:

Biodiesel not containing petroleum oils or oils obtained

from bituminous materials (B100)

................... kg.......|4.6% 1/

Other. ... Kg....... 6.5% 1/

- Covers B100 to B30 if it is a fatty acid ester

B |CHARTER



under the HTSUS?

No fatty acid esters?

{= CROSS Customs Rulings Online Search System - Windows Internet Explorer

A - - — =
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File Edit ‘iew Favorites Tools Help
Gouogle | chp cross v|>"l Search | More Signin A -

— = ~ »
ﬁ *{}’i:‘ [ECROSS Custams Rulings Online Search System ] l ﬁ @ G = - I-_;}Page ~ {0 Tools ~

5 § UIS. Customs and Border Protection
Securing America’s Borders

oy
c R* SS CUSTOMS RULINGS SEARCH |bi sssss diesel HELP | ABOUT
ONLINE SEARCH SYSTEM

Collection [a] [w] | naFTA Filier [oFF] | | view [T1 5

No documents matched your query

& By, (10 ai5LamM

Heading/
Subheading

Stat.
Suf-
fix

Unit
Article Description of
Quantity

1518.00

Animal or vegetable fats and oils and their fractions, boiled,
oxidized, dehydrated, sulfurized, blown, polymerized by
heat in vacuum or in inert gas or otherwise chemically
modified, excluding those of heading 1516; inedible
mixtures or preparations of animal or vegetable fats or oils
or of fractions of different fats or oils of this chapter, not

elsewhere specified or included:
B CHARTER
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HTSUS Issues for Renewable Fuels

Where does biodiesel with no fatty esters belong under the HTSUS?
Chemically the same as diesel?

S A M |0 hkkps s usite, gow/publications)docstakafhts (b chapker 1201038, pdf 1"u"l 4| X | | B2
File Edit GoTo Favorites  Help
Go g'E W ""l Search = ¢ More Sign In '.\ -
— — >
'ﬂi’ E[Rf [{3 hikkp s e, usite, gosfpublicationsdocstatalbks Bywe., I l ‘ﬁ h [;3 BT jF‘age v ‘ﬂ'TDDE <
BH& C eF iz 00w - |[=la :
Click o fill the window with each page and scroll through B

pages continuausly

B

Harmonized Tariff Schedule of the United States (2012) (Rev. 1)

Annotated for Statistica | Reporting Purposes

vl
38-25
Heading/ [5tat Unit Rates of Duty
Subheading [Suf- Article Description of 1 2
fix O wantity Geaneral Special
3824 (con.) Prepared binders for foundry molds or cores; chemical
products and preparations of the chemical or allied
industries (including those consisting of mixtures of natural
products), not elsewhere specified or included (con.):
3824.90 Other (con.):
(con )
Other (con.):
Other:
38249048 |00 Mixtures that are in whole or in part of
hydrocarbons derived in whole or in part
E= from petroleum, shale oil or natural gas. . . .. kg.......|[6.5% 1/ Free (A+AUBH, [25% 1/
B CA,CLDE, B
IL,J.JO,
KL.MA,
MX,OM.P, -

ker af HT... T & BRI e, T




HTSUS Issues for Renewable Fuels

Where does biodiesel with no fatty esters belong under the
HTSUS?

Chemically the same as diesel?

2710 (con.) Petroleum oils and oils obtained from bituminous
minerals, other than crude; preparations not elsewhere
specified or included, containing by weight 70 percent or
more of petroleum oils or of oils obtained from bituminous
minerals, these oils being the basic constituents of the
preparations; waste oils (con.):
Petroleum oils and oils obtained from bituminous
minerals (other than crude) and preparations not
elsewhere specified or included, containing by
weight 70 percent or more of petroleum oils or of oils
obtained from bituminous minerals, these oils being
the basic constituents of the preparations, other tha|n
those containing biodiesel and other than waste
oils (con.):
2710.19 Other (con.):
(con.)

Distillate and residual fuel oils (including

blended fuel oils) (con.):
2710.19.11 Testing 25 degrees AP.l.ormore. ....... ). ........ 10.5¢/bbl 1/




v \\) Other Considerations

TSCA — is the new product subject to TSCA? Is it on the
TSCA inventory.

Drawback — classification will impact the ability to claim
drawback

— QOutside 1313(p) can be difficult to match imports and
exports

FDA — could be subject to FDA and prior notice
requirements

Exporting a renewable fuel — licensing, classification

Valuation — RINS value separately invoiced from the
seller




TD 66.16 Implications

Raised by CBP Laboratory and Scientific
Services ("LSS”) at the FTZ gulf coast forum

« Considerations

— Inputs/Recelpts for blending
« EX: biodiesel for blending

— Outputs/Shipments
« Ex: Shipment of biodiesel

» Different names — does this impact?
« Some products are chemically identical

and are used in the same manner vs.
chemically differently




A Fine for Not Usmg a Blofuel That Doesn’t Exist

id Eggen 7'-( Th v X
Refiners are required to blend motor fuel with cellulosic biofuel made from wood chips or the inedible parts of plants like
corn cobs.

By MATTHEW L. WALD

Published: January 9, 2012

WASHINGTON — When the companies that supply motor fuel close RECOMMEND
thahanl-e an ants thav will nay about $6.8 million in penalties tothe w5 TwiTteR

Friday, March 23, 2012 ) Web @ Sijte Search
to mix a special type of biofuel into their ) LINKEDIN

Hawa 1 1] Free PreSS :d by law. e

Front Page Search Articles About HFP

Current Articles | Archives | Search LINKS:
TEXT "follow
Wednesday, January 11, 2012 HawaiiFreePress" to
i 40404
The Renewable Fuels Disaster
By NCPA :: 273 Views :: National News, National Politics ‘a‘ JOIN OUR EMAIL LIST

From NCPA RSS FEED |atest 25

articles

Deficit hawks, environmentalists and food processors are celebrating the expiration of the
ethanol tax credit. This corporate handout gave $0.45 to ethanol producers for every gallon they
produced and cost taxpayers $6 billion in 2011. However, the continuation of the Renewable
Fuel Standard (RFS), which creates government-guaranteed demand for corn, will limit the

effectiveness of the tax break expiration and continue to distort the market for corn, says Aaron -
Smith, an associate professor at the University of California, Davis. 2aHawaii ‘ HAR I E R
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¢ New JJork Times Science

N ‘ !WS WORLD U.S.  N.Y./REGION BUSINESS TECHNOLOGY SCIENCE HEALTH @ SPORTS OPINION

ENVIRONMENT SPACE & COSMOS

e the pleasure
ET : Brad Addington 1]y
**PERPLEXING NEW EXPORT |

CODES ASIDE, U.S. ETHANOL Butter Holds the Secret to the Latest Biodiesel Fuel
EXPORTS DROPPED IN JANUARY By KENNETH CHANG

Published: August 9, 2010

Butter is not the fuel of the future, but it is possible to churn perfectly = 3 RECOMMEND

good diesel fuel out of it. ¥ TWITTER
i - - « . m LINKEDIN
US Navy sails 1,200 miles on algae biofuel @, Enlarge This Image “It was something we wanted to show
» . . 1 SIGNINTOE-
Posted on March 21, 2012 - 10:06 by Pete Danko, EarthTechling could be done, said Michael J. HE].EISJ a MAIL
research biochemist at the United S5 PRINT
States Department of Agriculture.
Newt Gingrich may mock algae as a source of clean fuel, but the U.S. Navy's got no problen [ REPRINTS

the Navy is extending - literally - its use of biofuels derived from the stuff.

“It’s quirky,” he acknowledged of the ] SHARE

Last November, a remotely controlled destroyer using a 50-50 blend of algae-derived, hydr¢ dairy— to-diesel research. which was
3

L

and a standard petroleum fuel made a 17-hour trek 150 or so miles up the California coast fi
SOUND OF MY VOICE

to the Naval Surface Warfare Center Port Hueneme. wesley Bedrosian  published in June in the Journal of
Agricultural and Food Chemistry.

IN THEATRES 04.27.20012

That was the Navy's lar | Click ta Viaw
fuel demo - until now. According to

Solazyme, the U.S. Navy Frigate fleet

ship USS Ford just sailed from its

homeport in Everett, Wash., down to

San Diego using 25,000 gallons of the

company's Soladiesel blended in even

proportions with F-76 military diesel.

Solazyme didn't say exactly how far
the trip was, but charts from the
National Oceanic and Atmospheric

Administration [PDF] peg the distance
from Seattle (about 30 miles south of E ‘ H AR I E R
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As EU Ramps Up Biofuels,
! News - Climate Debate Intensifies
4 oo .

o *.." peninsula that hosts one of _ ‘
A - busiest poris in the world;

.‘m‘[:'_“ " ' land’s Neste Of hgsj ish
L1 ‘

'3 converting” a'plot ‘of ‘ land
claiined-from -the in
: | | biggest biodiesal fefinery in
WSJ Article by Alessandro Torello. Mgt biodiesel refnery n)
. The: €670 rillion ($850
lion) investmént by the stit
- controHed company-iti the plant;
- whichi\is-already: transformimg

SHmALY: | T
1. Huge investments by companies to - ,
meet biodiesel requirements (ex:
Neste Oil $850 million) other

company’s investments cited in the

1

- after‘adoptin y arot ;000%per ton, Iy CroD
f m " - mandates that by 202 ,°10% "Of While biodiesel prices range from - fosd: crops, ‘this'may dead: to |/
10% Of tran S po rt CO m e ro the ‘total energy used in frins-- $1,200. to- $1,400 per.ton, said more hunger if crops are not re- | |
; ] Matti Lehnus, tesponsible for oil . placed: ang. lead to ‘émissions |
ab | e SO u rCeS i ] ) ces’ 3 -products an ewable busines land-use ‘charige “if ‘they. [
re n eW : Oug : 2 Ofl= T - the ‘19 ‘scientists “said " in
. d f th e ar’ bi A liter of “'biofuel ‘emits , theit report.”. - - . o
kl S h h aS St arted —_— F rl e n S O [ I I " Toughly the saifie carbon dioxide * -:: #The potential corisegiiences
3 . B aC a than conventional fuels (. asaliter of fossil fus] when‘used . ‘of this bicenergy accounting er-
t - On Thursday; the envifonmens  in A car engine. But ‘biofuels” ror are immenge,” they said,"
h E ro e U r ed E U to d ro p targ e B tal organization Friends ofithe " made from refining ‘ vegetable In 2008; EU governments ang
E art u p . Earth: Europe trged ‘the EU.'to’ " oils have been considered virtis the European Parliament left for
"o serap its 2020 target, saying it . ally carbon nelitral becausé¢ ‘the later the highly controversial s
' S u m e r CO Sts Of €1 2 6 b " . ‘would cost consumers as much - plasits from “which the fuel'is - siefof how to account for the.full
C I tl n g CO n as €126  billior; withouit helping made-has previously: absorbed impact of higher demand for bio-
. . - theclimate, " <ot the: carbon dioxide that is emnit- . fuiels on-the’ global use of land.
H f an e | u e Stl 0 n | n g Wh et h e r 1 - “Elirope’s’ squeezed consim- - tad by burning it 5 5 Thejssye is-so coritfoversial that
4 S C | e n tl I C p q . -ers and taxpayers are paying the By setting a'target for 2020, -the European: Commissior, the
" price for a flawed' green‘policy the EU is effectively encou'raging EU’s executive body, is already a
H | re al I C ar‘ bo n n e utral : that delivers no environmental . farmers to grow’ biofuel'_qrops. year late in coming up with 3
b I Ofu e S are y " benefits,” said: Robbig Blake, ‘. But that potentially incentivizes way to account for ILUC in certi-
" campaigrier with the group.- - farmers to-cit down forests and fying bioftiels: - el
It policy makérs' judge biofu- move into peat lands, both'of = - Neste Oil says it isn't-worried
-els’ touted benefits*to" the’ cli-.* which absorb high levels of car<  about bolicy: change., In Rotter-
Tate to'be jllusory; officials say. bon -dioxide . in- their natiral dam; the’ éompany mainly pro-
changes in‘regulation could re- states. EVenif these lands arer’t - ducés NEXTBL=40% of Whose in-
sult~"That would likely ¢aise the claimed'dir,ecﬂy‘to“grow Crops - gredients are waste products;
demand’ for* biofuels' to- diop; . for biofiels, biofuel crops tould - - like anirmal fat-from the food'in-
corisequently ealling into ques- displace-food crops that -would . -distry. NEXTBL has the poteritial
tlon many investments. T then be forced to. mdve there, . to replace ‘other biodiesels be:
- The majority of European cars - This process is called indirect - camse it can be used-in higher
run on diesel engines, and com- ldnd vse change, or TLUC " percentages when -mixed - with
Dbanies Tiké' Cargill, Sofiprotéol. . The, ‘debate has - intensified -regular fuel, has a higher ‘eniergy
in Frahice ot Abengoa in'Spain.  since a panel of s¢iernitists from content - aid-can " stard lower
have-all ‘together invested bil- the E an |, Environmental — temperatures; Mr. Lievoriri s




Recent News

The WSJ article C|ted the Neste NEXTBL:

I'~IE BTL umut_:-ltedusclsh se:i;l._:u'll'nvle:slul.':ll s proprietay lechnology, which o ange ol raw malerials. bnils plant in Finland, the company currenlly wses a mi ol palm ail, rapesessed oil,
and animal fat to produce renewabls diesal. Ofeing axcellant product quality - even betle 1hz| 1!::551I-:.|r5-.55tl ME:BTL can ke usad in all digsal engines

Turning the reactor overboard

From Fracht Netherlands presentation Sept. 3, 2009 EQH}&BIAEGRE



Question & Answer




