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Indicators that the Biodiesel Industry is Growing and
Poised to be a Significant Contributor to the U.S. Alternative Fuels Market

Recent achievement of three major long -term objectives : Because of the following 3 long-term

achievements, biodiesel has become one of the fastest (if not the fastest) growing alternative fuels in the
country.

1. ASTM: In December 2001, the American Society of Testing and Materials (ASTM) issued a
specification (D 6751) for biodiesel fuel. ASTM is the premier standard-setting organization for fuels
and additives in the U.S. This development is crucial in standardizing fuel quality for biodiesel in the
U.S. market and increasing the confidence of consumers and engine makers.

2. Health Effects: In May 2000, biodiesel became the only alternative fuel in the country to have
successfully completed the EPA’s Tier | and Tier Il Health Effects testing under Section 211(b) of the
Clean Air Act. The Tier | testing conclusively demonstrated biodiesel’s significant reductions in most
currently regulated emissions as well as most unregulated emissions—especially those associated
with cancer and lung disease. Tier |l testing demonstrated biodiesel’'s non-toxic effect on health.

3. EPACT: Effective November 1998, B20, a blend of 20% biodiesel and 80% petroleum diesel, was
approved by Congress as an EPAct (Energy Policy Act of 1992) compliance strategy. The
legislation allowed EPAct fleets to meet their alternative fuel vehicle purchase requirements simply
by buying 450 gallons of pure biodiesel and burning it in new or existing diesel vehicles in at least a
20% blend with diesel fuel. The Congressional Budget Office and the Department of Defense have
confirmed that the biodiesel option is the lowest cost alternative fuel option for meeting the federal
government’s EPAct compliance requirements.

Current Industry Progress and Initiatives:

¢ Biodiesel Use Is Increasing Significantly. In January of 1999, there were only a few fleets buying
and using biodiesel. By January 2002 there were well over 100 major fleets that had implemented
biodiesel programs across the country including federal fleets such as US Postal Service, the US Air
Force, the US Army, the US Department of Energy, NASA; state fleets such as Ohio, lowa, Virginia,
Missouri, Delaware and New Jersey; city buses such as Cincinnati Metro and Bi-State in St. Louis; and
major public utility fleets such as Commonwealth Edison, Florida Power and Light, Duke Energy,
Georgia Power, Alabama Power and others.

¢ Ultra Low Sulfur Diesel.  In January of 2001, the EPA finalized a rule that will require that sulfur levels
in diesel fuel be reduced from 500 ppm to 15 ppm, a 97% reduction, by 2006. The EPA, the petroleum
industry, and equipment manufacturers all recognized during the rulemaking process that the refinery
changes necessary to meet this requirement will also dramatically reduce lubricity of the fuel. Lubricity
is the characteristic in diesel fuel necessary to keep diesel fuel systems properly lubricated. Fuel that
lacks lubricity can cause premature wear or malfunction. Biodiesel is uniquely positioned to address
ultra low-sulfur diesel fuel because it has no sulfur and currently meets the 2006 standard. Moreover,



biodiesel offers superior lubricity even in very low blends. For example, a 1% blend of biodiesel can
improve lubricity by as much as 65% according to tests done by Stanadyne Automotive Corp.

Political and Public Support is Increasing Significantly: The US Congress is considering two bills
that would increase biodiesel use to help meet national energy goals while contributing to a healthier
environment. One establishes national goals for the use of renewable fuels such as biodiesel and
ethanol; the other would provide partial excise tax exemption for biodiesel similar to ethanol. Biodiesel
is now included in major state and nationwide legislative efforts, which are providing a mechanism to
quantify the benefits of the fuel and make it a cost-competitive option for achieving many national and
statewide goals. In 2001, 15 states passed legislation favorable to biodiesel, including Missouri,
Arizona, Hawaii, lowa, Montana, Nevada, North Dakota, South Dakota and Oregon. In 2002, Minnesota
enacted the first ever statewide law requiring the state’s diesel fuel be comprised of 2% biodiesel.

Low Blend Development: Low blends of biodiesel (5% and lower) have become increasingly popular.
The fuel's excellent lubricity offers a performance benefit. Low blends are also popular with farmers,
and an increasing number of diesel distributors are making low blends available for farm use. lowa
alone has 80 locations making biodiesel available. Additionally, since 1997, eight companies have
released premium additive packages containing biodiesel as a lubricity additive. These products have
had commercial success and demonstrated biodiesel’s effectiveness as a lubricity additive.

Military: The National Biodiesel Board has entered into a Cooperative Research and Development
Agreement (CRADA) with the Tank, Automotive and Armament Command (TACOM) of the U.S. Army to
assist them in their effort to incorporate biodiesel into the procurement provisions for the military.

¢ Most branches of the military have now committed to using biodiesel.

¢+ The Defense Logistics Agency (DLA) is streamlining the biodiesel procurement process for both the
military and individual federal agencies.

¢+ The Department of Defense has issued guidance to all branches of the military for biodiesel use that
is favorable to the purchase of the fuel.

+ Biodiesel blends have been included in the 21°' Century Truck Initiative, being spearheaded by
TACOM and the National Automotive Center as a leading alternative fuel for heavy-duty trucks
because other alternatives to fossil fuels are not able to deliver the power and performance
demanded by the heavy-duty sector.

OEMs: Most major diesel engine manufacturers have affirmed that use of B20 in their equipment will
not void their warranties and are actively working with industry on research and development activities.
Moreover, fuel injection equipment manufacturers have identified biodiesel as a renewable lubricity
additive. In fact, Stanadyne Automotive, Inc., the largest fuel injection equipment manufacturer in the
US, submitted comments to the EPA, which stated that biodiesel is a superior solution to lubricity loss in
low and ultra low-sulfur diesel fuel because of its effective lubricity enhancement and because it
eliminates the inherent variability of using additives.

Future Market Dynamics Show Promise:  As the EPA and fuel and equipment industry groups move
to improve performance and emissions of diesel technology, it is clear that diesel will continue to be the
preferred platform for heavy-duty applications for the foreseeable future. Furthermore, global warming
and greenhouse gases will continue to gain attention. Because biodiesel is compatible and
complimentary to these goals and future technology, biodiesel is uniquely positioned to provide benefits
in all these areas, which will further increase the fuel’'s economic competitiveness. Biodiesel offers fleet
managers an immediate and “seamless” ability to transform their diesel fleets into cleaner-burning
alternative fuel fleets, without requiring any capital investment.



