ENERGY INDEPENDENCE PLAN

Biofuels Investment & Infrastructure Working Group

Chair:  Lt. Governor Quinn

Co-Chair:  Hans Detweiler, DCEO

Minutes for the October 17, 2006 Meeting

Call to Order: Lieutenant Governor Pat Quinn, Chair, called the meeting to order

at 2:15pm

Roll Call: 

Illinois Lt. Governor Pat Quinn; Hans Detweiler - DCEO; Darwin Burkhart - Illinois EPA; Hans Blaschek - University of Illinois; Darryl Brinkmann - Illinois Farm Bureau; Roger Brown - Illinois Institute for Rural Affairs; Mike Carrigan - Illinois AFL-CIO; Kevin Conlon - Conlon Public Strategies; Mary Culler - Ford Motor Company; Taylor Davis - John Deere; Will Duensing - Bunge Milling Co.; Bill Fleischli - Illinois Petroleum Marketers Association; Monica Metzler - Conlon Public Strategies; Jeff Nelson - Stepan Company; Bill Orrill - Laborers International Union of North America; Verena Owen - Sierra Club; Rebecca Richardson - Illinois Soybean Association and Checkoff Board; Becky Stanfield - Environment Illinois; David Sykuta - Illinois Petroleum Council; Tom Walters - Caterpillar; Rodney Weinzierl - Illinois Corn Growers Association; Daniel Bailey - UIC Department of Mechanical and Industrial Engineering; Dick Breckenridge – Illinois E.P.A.; Grady Chronister - Qik n EZ/Chronister Oil Company; Amy Chronister Ridley - Qik n EZ/Chronister Oil Company; Director Chuck Hartke - Illinois Department of Agriculture; Laurie Jaskierski - Office of the Governor; Bob Lindstrom - Rock Valley College; Dave Loos - DCEO; Jim Mazzaro - Cook County Highway Department; Will O'Brian - Qik n EZ/Chronister Oil Company; Seth Snyder - Argonne National Laboratory; Angela Tin - American Lung Association; John Walton - DuPage County, Chicago Area Clean Cities; Greg Webb - ADM; Harold Wimmer - American Lung Association of the Upper Midwest; John Bartman - IDOT; Rodney Bothast; Steve Massey - IDOT; Thomas Binder - ADM; Wialker Filbert; Carolyn Brown Hodge - Office of Lt. Governor; Marc Miller - Office of Lt. Governor; Israel Salazar Jr. - Office of Lt. Governor; Matthew I. Kooperman - Office of Lt. Governor; Ben Pietrzyk - Office of Lt. Governor; Katie Stonewater - Office of Lt. Governor; Bryan Kress - Office of Lt. Governor.
1) Opening Remarks / Welcome:

In the opening remarks, Lt. Governor Quinn welcomed everyone to the first meeting of the Biofuels Investment & Infrastructure Working Group.

2) Overview of the Energy Independence Plan:
Hans Detweiler gave an overview of the Governor’s Energy Independence Plan for Illinois:


Goal is to replace 50% of the state’s energy supply with homegrown renewable fuel by 2017.  Key elements include:



Investing in biofuels



Increasing the use of biofuels



Investing in coal gasification technology



Reducing emissions



Reduce energy use and improve efficiency

Detweiler also discussed the issues Illinois faces in reaching those goals:


Rising prices in oil, natural gas, and the electric sector in Illinois and globally


Insufficient alternative for consumers


Product development and utilization

3) Review Mandate for the Biofuels Investment & Infrastructure Working Group:

(a) Rod Weinzerl-Illinois Corn Growers


Illinois corn yields are accelerating-40% more yield in 10 years


Production technologies are improving

53 proposed plants, 36 going through EPA process currently, 3 will break ground this year.  In ‘09, 10-15 more plants will/may break ground

Lt. Governor Quinn

Question to Rod Weinzerl Group-> What of the Conservation Reserve Enhancement Program?  Will this land return to corn?

· Weinzerl Answer: Not foreseeable if anyone sees ground coming into production along streams or other locations.   There may be some land in the country that was put aside because of overuse… this land may come back into production; but rule changes will still be needed before CREP land can be used. Overall, the capacity for production is going up, thus, less land is being used.  There are no foreseeable environmental problems and by in large, you are not going to see “wholesale” acres come out of CREP for biofuels use.

(b) Rebecca Richardson-Illinois Soybean Association


Need to identify area in State for sustainable biodiesel production


1.3 billion gallons biodiesel used each year nationally, target 10% of that market for Illinois (120-150 million gallons of annual production)

Quality concern issue-how to provide consumer information and confidence for Biodiesel

Lt. Governor Quinn

Question to Rebecca Richardson ( Do you support mandates or incentives in helping the biofuels industry grow?

· Richardson Answer: Organization is currently in support of Incentives but remains open-minded about other possibilities.

Mary Culler-Ford Motor Company


Needed: national production quality standards for biodiesel


Consumer warranty issues


Illinois sells B-11, Ford warranty is for B-5, Illinois consumers need to know they are using B-11

Rebecca Richardson

Soybean Association is currently working diligently to get a specification validated for the use of b11 and all the way up to b20.

(c) Hans Blaschek-University of Illinois


More research in next generation technologies – cellulosic and biomass


Look at dedicated energy crops


There is 1.3 billion tons of biomass available in the US per year, could be used for fuel production.

Center for Advanced Bioenergy Research will be opened at U of I

(d) Director Hartke-Dept. of Agriculture


There has been an ethanol and biodiesel explosion in Illinois


900 million gallons of ethanol produced in IL, using 800million bushels of corn annually



By 2008, 2.8 billion gallons, using 1 billion bushels of corn



IL has capacity to supply corn and soy for the facilities

(e) Darwin Burkhart-IEPA


In 2005, Illinois has seen an increase in E-85 applications


Incentives



E-85 and B20 rebates-Alternate Fuels Rebate Program



Biodiesel rebates-Clean School Bus Program



Marketing-IL Green Fleets & IL Green Fuels Program



Education-E-85 and Biodiesel Seminars in Illinois

4) Brainstorming session to identify priorities within each policy area
(a) Biofuels Production

I. Goal of 20 new corn ethanol plants ($100 million in state support), approximately four new cellulosic ethanol plants ($100 million in state support), and 5 new biodiesel plants ($25 Million in state support)

II. What award structures are appropriate for these projects, as per the existing Renewable Fuels Development Program, or are changes necessary?

Detweiler:  Current key elements of the Renewable Fuels Dev Program include:

· 30 mil gal/ year minimum capacity for eligibility

· IL agricultural commodities need to be used

· Project Labor Agreement (PLA) required

· $5.5M max award

· Incentive structure as grant (not production incentive or other).

The PLA and IL agricultural commodity requirements would not be expected to change, but for cellulosic ethanol incentives to work, all of the other elements may need to change.

Weinzierl:  May need to look at creating a graduated scale to allow for smaller/larger cellulosic ethanol projects; discussed technical reasons why corn kernel fiber is likely to be the bridge feedstock for other cellulosic resources

Snyder:  Concurred with Weinzierl and said that development of corn kernel cellulosic ethanol would also produce a better livestock coproduct

Verena Owen:  Asked that new program include incentives for CHP systems, for CO2 capture, and for systems that use significantly less water (greater incentives should be made available for best practices in those areas)

Greg Webb: Challenges the group that we not only consider giving incentives to the producer… we should also look to incentives for infrastructure 

Lt. Governor Quinn:

May be on to something here (in regards to infrastructure). Wall Street is already looking to fund this aspect. The challenge is actually having the infrastructure to support the product and meet the demand.

Detweiler:  We in Illinois do have the tax incentives/exemptions to help with this issue (infrastructure).

Phil Preston:  Perhaps a loan guarantee could help (with infrastructure)?  It’s not just the ethanol plant… it also the aquaculture, glycerin, bio-economy that gets built around this plant… these grant and loan guarantees can help develop this….

Lt. Governor Quinn: 

Public dollars will be used to leverage private funding

Phil Preston:  That’s exactly right (re: Lt. Gov.’s Comment above) and in most cases, if successful, they will not have to pay back this immediately.

Lt. Governor Quinn:

This can lead to a bio economy

(b) Biofuels Utilization:

I. Goal of providing 50% of our motor fuels needs by Illinois Crops by 2017

II. Goal of having 100% of gas stations providing E-85 by 2017 (up from 2% today)

III. Need for more flexible fuel vehicles

Bill Fleischli: Illinois Petroleum Marketers Association likes incentives

They are concerned with the infrastructure (tanks, linings) and the State Fire Marshals are looking into the problem.

· Presently, there are no approved dispensers by the UL… 

· Infrastructure cost about $100,000 for one dispenser

· Price drives the demand of this product (Ethanol)… some people are concerned that the price has to be .25 .30 cents cheaper to make it competitive.

· Buying a flex fuel vehicle doesn’t mean they will buy ethanol

· Afraid that the tax incentives will disappear… and then they will not be able have the force behind their initiatives.

Lt. Governor Quinn:

Question to Fleischli: What about the $100,000 cost?  Can this be addressed some other way?

Fleischli Answer:  The price is probably at a low end right now… it will most likely increase in the near future as costs in general increase.  Specifications seem to change often…

Hans Blaschek: There’s lots of potential for the Distiller grains … this can be explored in the “next generation” of bio-refineries.

Hartke:  Removing the fiber from the DDGs would be good for livestock industry currently located in Illinois.

Lt. Governor Quinn:

It’s beneficial because it helps reduce water use, captures co2 and we can use the bi-products.  We’ll have Illinois become the leader in that as well.

(Discussion) 


The use of Dry Distiller Grains to feed livestock is a possibility.  Finishing cattle would need to be located and the DDGs would need to be exported as needed.  This could help promote Biofuels further.

(c) Biofuels Research , Development, and Demonstration
I. Establish coordinated and comprehensive biofuels research and development program that will increase production, efficiency, environmental benefits and profitability

(Discussion)


The process used to create ethanol (either wet or dry mill) has bi-products that can be beneficial as well.  There should be studies done to show how efficient the process is.  Also, there could be incentives available to the private industry to perform their own R&D on different feed stocks.

Verena Owen: Combined heat and power (CHP), cogeneration, is an efficient, clean, and reliable approach to generating power and thermal energy from a single fuel source.  This technology has been around for several years and should be integrated.  Also, a market can be found for CO2 instead of releasing it into the environment.

Dan Bailey:  There is not much federal funding for their research program.  Wants to keep research in the state, as well as the industry.

Lt. Governor Quinn:


Asks Dan Bailey to create a study/report (white paper) and we will take it into consideration and place the information on the website.

Phil Preston:  wet distiller grains can be used to create energy

Bob Lindstrom: the wet stillage from the ethanol process can create refined distiller grains and methane energy



Handout ( bi-county partnership to showcase biofuels of all kinds… originally started as a clean or green hydrogen project as produced from wind and solar sources…have begun to embrace bio fuels and biomass energy… We could use this showcase to help promote biofuels with a demonstration opportunity.

Closing:  

Lt. Governor Quinn: 

We will meet again in early December (Tentative) but in the interim, if anyone has any thoughts, reactions, or suggestions as to where we should go from here, email them to us and we will put them on our website. “We really have the cream of the crop here and we want to make a big difference”  

Next meeting: December 13th, 2007 @ 2pm

