ENERGY INDEPENDENCE PLAN

Biofuels Investment & Infrastructure Working Group

Chair: Lt. Governor Quinn

Co-Chair: Hans Detweiler, DCEO

Minutes for the December 13, 2006 Meeting

Call to Order: Hans Dewier called the meeting to order at 2:05 p.m.

Roll Call: Illinois Lt. Governor Pat Quinn; Hans Detweiler – DCEO; Steve Anderson – Johnson Controls; Tracy Barkley – Prairie Rivers Network; Tom Binder – ADM; Dick Breckenridge – IEPA; Darryl Brinkmann – Illinois Farm Bureau; Roger Brown – Illinois Institute of Rural Affairs; Darwin Burkhart – IEPA; Robert Carney – Caterpillar, Inc.; John Caupert – National Corn to Ethanol Research Pilot Plant; John DeRosa – American Lung Association of Illinois-Iowa; Walker Filbert, Western Illinois Ethanol Project; Rich Gunther – GM; Tom Jennings – Illinois Department of Agriculture; Pam Keck – National Corn to Ethanol Research Center; Mark Lambert - Illinois Corn Growers; Dan LeFevers – Gas Technoplogy Institute; Tim Lindsey – Illinois Department of Natural Resources; Dave Loos – DCEO; Steve Massey – IDOT; King Moon – Johnson Controls; Will O'Brien – Qik n EZ/Chronister Oil Company; Rebecca Richardson – Illinois Soybean Association; Jurgen Scheffran – UIUC; Seth Snyder – Argonne National Laboratory; David Sykuta – Illinois Petroleum Council; Norm Marek – DCEO; Laura Sinclair – House Republican Staff; Jason Keller – Illinois AFL-CIO; Phil Thornton – llinois Corn Growers; Angela Tin – American Lung Association; Brad Ware – Illinois Petroleum Marketers Association; Greg Webb – ADM; Rodney Weinzierl – Illinois Corn Growers Association; Mary Culler – Ford Motor Company; Chris Disher – Flex Fuel, U.S.; John Fennell Jr. – Office of the State Fire Marshall; Rich Gunther – GM; Laura Jaskierski – Office of the Governor; Ann McCabe – Policy Solutions; John Moore – Environmental Law and Policy Center; Kirk Morris; Verena Owen – Sierra Club, Illinois Chapter; Mitch Sremac – Flex Fuel, U.S.; Jill Rendleman – Illinois Finance Authority; Irene Banas – British Petroleum; Matthew Kooperman – Office of the Lieutenant Governor; Ben Pietrzyk – Office of the Lieutenant Governor; Katie McClain – Office of the Lieutenant Governor; Katie Stonewater – Office of the Lieutenant Governor; Carolyn Brown-Hodge – Office of the Lieutenant Governor; Marc Miller – Office of the Lieutenant Governor; Israel Salazar Jr. – Office of the Lieutenant Governor. 

1) Report from the Production Sub-Group:

Rebecca Richardson reported on the Biofuels Production Sub-Group conference call that was held November 29, 2006.  Refer to the minutes from the Production Sub-Group meeting for a complete recap.  

a) A production requirement of 30 million gallons per year (MGY) would be too great a requirement for cellulosic ethanol plants.  Legislation should provide funding for cellulosic ethanol production, but remain flexible with regards to scale.  Cellulosic ethanol plants are likely to begin production at levels below 30 MGY.

b) There was discussion of the criteria involved in rewarding construction grants.  

c) A uniform ASTM standard must be adopted for biodiesel to ensure fuel quality nationwide.  

d) Best management practices and good neighbor policies for biofuels plants should be adopted.

2) Discussion of key issues regarding production: 

a) Funding Issues
Lt. Governor Quinn
Question to Jill Rendleman: What level of funding is the Illinois Finance Authority (IFA) recommending to move forward with the biofuels program?  Will the IFA provide rural loan guarantees?

· Rendleman Answer: The IFA is the capital finance arm of the State.  They have not come up with a dollar amount yet.  The possibilities include loans, loan guarantees, bonds, credit financed bonds, etc.  They have many financing techniques available, and can expand those if needed.  They can bump up the funding levels to the greatest extent allowed under the existing statutory funding authority.  They have a limit as far as the limit of bad debt.  Rendleman needs direction from the Governor and Lieutenant Governor regarding funding levels in the upcoming legislation.  

Follow-up Questions: Can you provide funding for cellulosic ethanol?  Are all three types of biofuels eligible for funding under existing authorization?

· Rendleman Answer: The IFA has programs that specifically support biofuels.  Ethanol from corn, cellulosic ethanol and biodiesel are all eligible for funding.

Hans Detweiler 

· Ethanol, cellulosic ethanol and biodiesel are eligible for funding, but more funding is necessary.

Jill Rendleman

· There is a total amount of guarantees that IFA can have outstanding and they are currently bumping up against that limit.  IFA needs more funding.

b) Environmental Best Practices

Hans Detweiler 

· There should be guidelines on environmental best practices for biofuels plants that include water conservation, energy efficiency, and other areas.  

· DCEO has concluded that there is authority within the existing law to make changes to the rules without the need for legislative change. 

Rod Weinzierl
· There are technologies being adopted by companies in the areas of energy and water efficiency.  Some changes have been made.  More progress should be made.  These topics should be addressed later in a research sub-group.

c) Water Issues

Hans Detweiler 

· Regarding water usage, DCEO lacks information about how much it would cost to construct facilities that reduce water usage.  ECEO requires data on this.  Hans Detweiler’s office is prepared to work with stakeholders to obtain this information.  

· The main focus should be on incentives to entice the pants to use less water.  

Ethanol is not a zero discharge industry.  There can be as many as two gallons of discharge that has a negative environmental impact.  Any guidelines should have best practices with environmental standards for water usage so we get the best facilities in Illinois.  

Lt. Governor Quinn

Question for Dick Breckenridge: Has the Illinois Environmental Protection Agency done any research on this?

Breckenridge Answer:

· IEPA has seen information indicating that in some cases, as much as six or seven gallons of water could be used in the production of one gallon of ethanol.  However, most new ethanol plants coming online today recycle water.  The objective is zero process discharge of water.  

· The quality of the water input for biofuel production is a significant issue.  Mineralization can occur when low quality water is used.   

· IEPA is looking into best management practices and other technology.

There is a supply issue with rural water supply.   

Verena Owen

Questions: 
1) What powers do local governments have on water usage?  

2) What is the status on the State water survey?  

· Answer by Marc Miller: The governor issued an Executive Order to conduct a statewide water survey.  The current status of the survey is unknown at this time. 

· Lt. Governor Quinn: Representatives of the Illinois Department of Natural Resources and the Illinois Geological Survey should be asked to attend the next Biofuels Working Group meeting to make a presentation to the stakeholders on these topics. 

Traci Barkley
· Prairie Rivers has seen anywhere from three to eight gallons of water used per gallon of ethanol produced.  They would like to see some environmental standards used/written into award structures.  

d) Production Capacity of Cellulosic Ethanol Plants

Hans Detweiler
· There is clear consensus that additional State funding is required to support the production of cellulosic ethanol.  There is also consensus that 30 MGY would not be practical for a cellulosic ethanol plant.  That number should be changed in the legislation.  

e) Co-Products

Greg Webb (submitted comment on behalf of Phil Preston)
· Serious consideration should be given to funding co-product distribution, since money has already been dedicated by Wall Street to the production of biofuels.   

Hans Deweiler
· If you change the composition of the distillers grains, then a greater variety of livestock can use them.

3) Report from the Utilization Sub-Group:

Mark Lambert reported on the Utilization Sub-Group conference call held on November 28, 2006.  Please refer to the minutes from the Utilization Sub-Group meeting for a comprehensive overview of the conference call.  

a) The legislative proposal should authorize the $30 million for E85 infrastructure.  

b) The sub-group expressed concerns regarding the third party certification of E85 dispensing equipment and the development of standards by Underwriters Laboratories.  

c) ASTM standards should be adopted for biodiesel blends.

d) Limitations exist to making E85 available at every station in the State.  There is a flaw to the logic that every Illinois gas station should have at least one E85 pump.  First, there is a logistical issue.  Many gas stations are located in remote areas.  Second, there is issue of practicality – ie: what are we really trying to accomplish.  The sales volume at many service stations is so small that it would not make economic sense to mandate the sale of E85 at many of these stations.  

4) Discussion of Utilization: 

a) E85 Pricing 

Lt. Governor Quinn

Question regarding Minnesota: How is Minnesota different from Illinois in the area of utilization?

· Hans Detweiler Answer: Minnesota has a large number of gas stations that are co-ops.  Minnesota has picked up on this idea and ran with it.  Illinois has been catching up, but could use more funding.

Lt. Governor Quinn

· Lieutenant Governor Quinn expressed concern that gas stations that sell E85 could change hands and that the new owners would not continue selling E85. 

Darwin Burkart

· Some stations fixed their price for E85 at ten cents less per gallon to peg it slightly below the price of regular gas.  This must be addressed if it is still the case.  

Lt. Governor Quinn

· The price of E85 in Chicago seems to always be different than the price of E85 downstate.  Pricing issues should be examined.  

· We need to look at the price of E85 compared to the gas mileage offered by regular gasoline.

Lt. Governor Quinn: Question regarding Saab’s E85 vehicle.  

· Rich Gunther Answer: The Saab is not certified in the U.S., and it is not a flexible fuel vehicle.  It has to run on E85 all the time.  Yes, the technology is moving towards E85 vehicles that run strictly on E85 and that are not flex fuel, however, these vehicles do not exist yet in the U.S. 

b) Underwriters Laboratories & the Development of Standards for E85 Dispensing Equipment

John Fennell, General Counsel, with the Office of the State Fire Marshall, attended the technical meeting at Underwriters Laboratories on November 1st and 2nd, 2006.  He presented an overview of the situation with Underwriters Laboratories.

· Illinois law requires third party certification of fuel dispensing systems.  The Office of the State Fire Marshall is not aware of any third party that has at this time certified a fuel dispensing system for use with E85.  

· Regarding gasoline containing ethanol, any blend below 20% is considered an additive.  The standards that exist for gasoline apply.  

· The Illinois State Fire Marshall requires third party certification for equipment dispensing fuels greater than 20% alcohol.  The problem with corrosion only occurs when fuel contains greater than 20% alcohol. 

· Fuels containing greater than 20% ethanol are not certified for use with the metallic components of fuel delivery systems.  There is concern with the sheer valves.  The Fire Marshall believes that the sheer valves may not be able to stop the flow of fuel if other parts fail.  Metals are susceptible to fatigue, cracking, stress, and other problems when they come into contact with ethanol.  

· Plastics are also susceptible to damage when exposed to ethanol.  The plastics used as seals in a fuel dispensing equipment can be permeated by ethanol.  This has not been a problem in the past because the plastic parts could not be permeated by petroleum products.  

· The U.S. Department of Energy (DOE) publishes a list of materials that are compatible with ethanol.  There is also a list of materials that are not compatible.  However, based on the experience of some manufacturers, some of the materials listed as compatible on the DOE lists are not compatible with certain grades of ethanol.  

· Pumps will not visibly change, but the materials inside them will change.

· The Office of the State Fire Marshall is concerned with tank conversions.  Relining an existing tank occurs when tanks reach a predetermined age limit or when an old tank leaks.  Underwriters Laboratories will not certify relined tanks.  However fiberglass and stainless steel tanks installed since 1991 are not a problem.  

· The relining materials are “elastimers”.  These materials are not compatible with the fuel.  

· Underwriters Laboratories held two days of technical meetings November 1st & 2nd, to gather information about how ethanol interacts with different materials.  Unfortunately, Underwriters Laboratories did not receive sufficient technical information from the meeting participants in order to quickly develop a standard.  

· Underwriters Laboratories continues to test materials.  It is now reaching out to other entities to obtain the necessary technical information.  The Office of the State Fire Marshall believes that a provisional standard should be available in approximately six months.  

· Service station owners will have until January 1, 2008 to modify their existing installations to conform to the new standard or to replace their dispensing equipment with devices that meet the new standard.  

Hans Detweiler 
· Hans Detweiler voiced concern that there is now essentially a freeze on E85 installations in Illinois.

Lt. Governor Quinn 

Question directed to Greg Webb: It seems like we have to deal with the distribution as well as the retail aspects?

· Greg Webb: The availability of ethanol may not be substantial yet, but we need to lay a foundation for this for when ethanol is more widely available.

Dan LeFevers

Question: Can the state step in and accelerate the certification process?

· Fennell Answer: The short answer is NO.  

Rod Weinzierl

· We must keep working on this issue.  Minnesota has approached this issue much more optimistically.  They have taken the glass is half-full approach.  

c) Firefighting Equipment

John Fennell
· There are 43 ethanol production facilities in Illinois, in rural settings, and these rural areas have volunteer fire fighters.  These fire departments cannot afford to purchase the foam necessary to fight fires in an ethanol plant.  The legislation to enact this energy plan should contain authorization for money to be spent to finance these rural fire departments.  

d) ASTM Standards 

Rich Gunther

· The Biodiesel Board is looking for help directly from the government on the development of an ASTM standard.  

· General Motors is ready to work with B20 biodiesel, but they need an ASTM national standard for biodiesel quality.  American Society of Testing and Materials (ASTM) must adopt a standard for biodiesel blends.

· The Illinois biofuels legislation should adopt the ASTM standard and make it a regulatory requirement.  

5) Report from the Research, Development and Demonstration Sub-Group:

Seth Snyder reviewed the major points that came out of the RD&D Sub-Group.  The minutes from the RD&D meeting contain complete details.  

a) Illinois research dollars should be allocated to thermochemical conversion even though the federal government has not given thermochemical very much support.  

b) Geonomes to Life “GTL”.  Leverage state money.  GTL is transformational.  Make Illinois a center for biofuels research.  

c) Establish a blue ribbon panel at some time in the future to promote the biofuels agenda in Illinois…  The blue ribbon panel would go to the feds for funding and support.  

d) The RD&D Sub-Group also discussed the advantages and disadvantages of going after competitive federal money vs. obtaining earmarks…  

e) Put together a roadmap for the blue ribbon panel.  Develop a questionnaire to send to biofuels research programs around the State.  The purpose of this would be to inventory efforts statewide to determine which areas require additional research and which areas require funding.  The questionnaire will inquire into the types of research currently being conducted and the sources of current funding.  Roger Brown agreed to help draft the letter that will be sent. 

6) Discussion of key points arising from RD&D Sub-Group:

a) Feedstocks 

Lt. Governor Quinn

Question: What about the various feedstocks, including corn, switchgrass and miscanthus?

· Jurgen Scheffran: The University of Illinois has test fields planted with miscanthus.  It will be part of the GTL proposal.  Miscanthus is the highest yielding biomass crop in the world for Illinois’ soil and climate.  In Illinois, miscanthus yields twice the biomass of switchgrass.

· Lt. Governor Quinn follow-up Question: Is miscanthus an invasive species?

· Jurgen Scheffran: It is not native, but it is sterile.  

b) Funding Requests in the Capital Bill 

Lt. Governor Quinn

Question: Should we look at having matching funds in the capital bill?

· Norm Peterson: Money used in the GTL proposal, part of a capital bill, should be used to populate the research venues where the GTL research will take place… 

· Seth Snyder: Yes… It will keep the research centers ready to hit the ground running.  

7) Recap of Key Points/Legislative Proposals from the December 13, 2006 Working Group Meeting:

Hans Detweiler

· Funding for additional production facilities

· Output of 30 MGY is too ambitious for a cellulosic ethanol plant

· ASTM standards need to be developed for biodiesel

· Authority of the Illinois Finance Authority – expand funding authority

· $30 million to fund infrastructure for E85

· research and development funding – make sure there is a plan in place to take advantage of/capture federal money, make Illinois the national center of biofuels research and development 

8) Closing Remarks: 

Lt. Governor Quinn
· The next meeting should be sometime in the next quarter, however, there are upcoming deadlines for submitting bills to the General Assembly.  It will probably be necessary to meet before that deadline.  An announcement regarding the next meeting will be made in the coming weeks.  

