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ETHANOL 

Marketing, Taxation & ReportingMarketing, Taxation & Reporting

An Industry UpdateAn Industry Update

FollowFollow--Up to 2006 Up to 2006 

Tim TurgeonTim Turgeon

CHS Inc.CHS Inc.

Ethanol Industry 2006

�� First Federal Mandate in placeFirst Federal Mandate in place

�� Plants making moneyPlants making money

�� Congress Talks about increasing MandateCongress Talks about increasing Mandate

�� Rapid Expansion Rapid Expansion –– New PlantsNew Plants

�� Times were goodTimes were good
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••103 ethanol plants, 4.8 billion gallons/year capacity103 ethanol plants, 4.8 billion gallons/year capacity

•• 52 plants under construction52 plants under construction

•• 12 expansions12 expansions

•• 3 billion gallons under construction3 billion gallons under construction

Ethanol Industry 2007

�� Continued growth Continued growth –– Volume and PlantsVolume and Plants

�� Mergers and acquisitionsMergers and acquisitions

��VeraSun & US BioEnergyVeraSun & US BioEnergy

�� Congress Passes Expanded “Renewable Congress Passes Expanded “Renewable 
Fuels Standard”Fuels Standard”

�� Petroleum Prices UpPetroleum Prices Up

�� Life looks even betterLife looks even better
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Renewable Fuels Standard

OLD                     NEW 

4.0 Billion        2006   

4.7 Billion       2007

5.4 Billion       2008         9.0 Billion

6.1 Billion       2009       10.5 Billion

6.8 Billion       2010       12.0 Billion

7.4 Billion       2011       12.6 Billion

7.5 Billion       2012       13.2 Billion

2015      15.0 Billion

Ethanol Industry 2008

�� Overexpansion of industryOverexpansion of industry

�� Corn Prices over $7 bushelCorn Prices over $7 bushel

�� Recession/Tight CreditRecession/Tight Credit

�� Plant owners overextendedPlant owners overextended

�� Bad business decisionsBad business decisions

�� Troubled TimesTroubled Times
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Pacific Ethanol could run out of cash by April 30Pacific Ethanol could run out of cash by April 30Pacific Ethanol could run out of cash by April 30Pacific Ethanol could run out of cash by April 30
By Dale Kasler 

Published: Wednesday, Apr. 1, 2009 - 12:00 am | Page 8B 
Pacific Ethanol Inc. is running out of gas.

White Energy, Ethanol Producer, Files for Bankruptcy (Update4White Energy, Ethanol Producer, Files for Bankruptcy (Update4White Energy, Ethanol Producer, Files for Bankruptcy (Update4White Energy, Ethanol Producer, Files for Bankruptcy (Update4) ) ) ) 

By Dawn McCarty and Michael Bathon
May 7 (Bloomberg) --

Pekin-based ethanol producer Aventine files for 
bankruptcy protection
By Dirk Lammers

Associated Press

Georgia Ethanol Plant Could Face Bankruptcy 
Camilla, Ga.-based First United Ethanol LLC could be seeking bankruptcy protection, the Atlanta Business Chronicle 
said. The company said in a recent filing with the U.S. Securities Exchange Commission that it is struggling with 
liquidity issues. Georgia's only corn-based ethanol plant opened last fall, and as of June 30 had

Bankrupt VeraSun Files Plan to Cancel 
Common Stock 

Bankrupt VeraSun Energy Corp. last week filed a plan with the U.S. 
Bankruptcy Court in Delaware to liquidate and cancel all shares of its 
common stock, according to Reuters. According to the plan, shareholders 
would not be paid for their shares. VeraSun filed for bankruptcy protection 
last October after locking in costly contracts for corn. Valero Energy Corp. 
won an auction for seven of the VeraSun plants in March.
(Reuters, July 31, 2009)
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Ethanol Supply vs. Mandate

0
1000
2000
3000
4000
5000
6000
7000
8000
9000

10000
11000
12000
13000
14000

 J
a

n
 0

7

 M
a

r
 0

7

 M
a

y
 0

7

 J
u

l 
0

7

 S
e
p

 0
7

 N
o

v
 0

7

 J
a

n
 0

8

 M
a

r
 0

8

 M
a

y
 0

8

 J
u

l 
0

8

 S
e
p

 0
8

 N
o

v
 0

8
*

 J
a

n
 0

9
*

 M
a

r
 0

9
*

 M
a

y
 0

9
*

 J
u

l 
0

9
*

 S
e
p

 0
9

*

 N
o

v
 0

9
*

 2
0

1
0

*

 2
0

1
2

*

Ethanol Imports

Ethanol Production

Mandate

Ethanol Industry 2009

20092009

��Stabilizing IndustryStabilizing Industry

��Corn Prices downCorn Prices down

��Crop size upCrop size up

��Bankrupt Plants back on lineBankrupt Plants back on line

��Boom or Bust Ahead???Boom or Bust Ahead???
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••201 ethanol plants, 13 billion gallons/year capacity201 ethanol plants, 13 billion gallons/year capacity

•• 31 plants idle, 1.5 billion gallons/year capacity31 plants idle, 1.5 billion gallons/year capacity

•• 12 plants under construction12 plants under construction

Ethanol Manufacturing
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Ethanol Manufacturing

�� Manufactures fuel grade ethanolManufactures fuel grade ethanol

�� Advancements add 20% to capacityAdvancements add 20% to capacity

�� Adds denaturantAdds denaturant

�� Usually natural gasolineUsually natural gasoline

�� 2% not 5%2% not 5%

�� Markets to petroleum industryMarkets to petroleum industry

�� Directly or through MarketerDirectly or through Marketer

�� Enhanced Manifest Generation CapabilitiesEnhanced Manifest Generation Capabilities

�� Unit train capabilitiesUnit train capabilities

Unit Train Plant
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Ethanol Marketing

�� Manufacturer sells direct to SuppliersManufacturer sells direct to Suppliers

�� Manufacturer hires a MarketerManufacturer hires a Marketer

��6 Billion Gallons through Marketers6 Billion Gallons through Marketers

�� Ethanol moved by rail or truckEthanol moved by rail or truck

��Mainly to IRS approved terminalsMainly to IRS approved terminals

��FOB origin or destinationFOB origin or destination

Ethanol Marketing

�� TransTrans--load Facilitiesload Facilities

�� Rail cars inRail cars in

�� Truck loads outTruck loads out

�� Small storage capacitiesSmall storage capacities

�� Regional Distribution CentersRegional Distribution Centers

�� Manly Teriminal LLC, near Clear Lake IAManly Teriminal LLC, near Clear Lake IA

�� BBT LLC BBT LLC -- Birmingham ALBirmingham AL



9

JUNE      JULY

E85 = 85% ethanol 15% gas

?

State Taxation of Ethanol

�� Licensing requirementsLicensing requirements

��Most states require some type of Most states require some type of 

licensing for ethanol marketinglicensing for ethanol marketing
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State Tax Potential

20062006

�� 4.0 Billion gallons @ .25 per gallon4.0 Billion gallons @ .25 per gallon

$1,000,000,000.00
20102010

�� 12 Billion gallons @ .25 per gallon12 Billion gallons @ .25 per gallon

$3,000,000,000.00$3,000,000,000.00
�� $60,000,000 per state$60,000,000 per state
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Reporting and Tracking

�� A Must for StatesA Must for States

��States need UniformityStates need Uniformity

�� Gas tax laws don’t work for ethanolGas tax laws don’t work for ethanol

��Tax at the Rack StatesTax at the Rack States

�� Tax free transfers to IRS terminalsTax free transfers to IRS terminals

�� Marketer ConsiderationsMarketer Considerations

�� Coming soon Coming soon -- IRS ExStars Reporting? IRS ExStars Reporting? 

States Reporting that Works

�� IAIA

�� Tax at Rack StateTax at Rack State

�� Allows tax free transfer to IRS terminal Allows tax free transfer to IRS terminal 

•• Terminal ID must be on ManifestTerminal ID must be on Manifest

�� Manley Storage RulesManley Storage Rules

�� Needs Marketer ConsiderationNeeds Marketer Consideration

�� MinnesotaMinnesota

�� Allows tax free transfer to IRS terminalAllows tax free transfer to IRS terminal

�� Taxable if Delivered to NonTaxable if Delivered to Non--TerminalTerminal

�� ILIL

�� No reportingNo reporting
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States that don’t Work

�� MichiganMichigan

�� Expanded Gas Tax Law to EthanolExpanded Gas Tax Law to Ethanol

�� Some Deliveries to Terminals TaxedSome Deliveries to Terminals Taxed

�� Destination State Collection IssuesDestination State Collection Issues

�� South DakotaSouth Dakota

�� Taxes Terminal Deliveries with ExceptionsTaxes Terminal Deliveries with Exceptions

�� Recover taxes based on Sales from TerminalRecover taxes based on Sales from Terminal

�� All States that Tax All States that Tax allall ImportsImports

�� Terminal Receipts should be tax freeTerminal Receipts should be tax free

Industry Discussion Issues

�� Rail Car Manifest DatesRail Car Manifest Dates

�� Unit Trains Unit Trains 

�� Taxable Terminal StorageTaxable Terminal Storage

�� Terminal receipt verification?Terminal receipt verification?

�� TransTrans--load Reportingload Reporting
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State Discussion Issues

�� Protection of Tax RevenueProtection of Tax Revenue

Questions?

Tim TurgeonTim Turgeon

(651) 355(651) 355--51075107

tim.turgeon@chsinc.comtim.turgeon@chsinc.com


