Transportation Sector


Biofuel Development and In-State Production Incentive Act
Work Plan for Potential GHG Reduction Measure

Lead Staff Contact: Joe Sherrick (717-772-8944)

Summary:  The Biofuel Development and In-State Production Incentive Act, Act 78 of 2008, previously referred to as the PennSecurity Fuels Initiative, requires minimum volumes of cellulosic ethanol and biodiesel to be blended into gasoline and diesel fuel, commensurate with specified in-state production levels of these biofuels.   
Other Involved Agencies:  PennDOT, PA Department of Agriculture
Potential GHG Reduction:  Range of 0.42 MMTCO2e to 2.21 MMTCO2e (see “Implementation Steps”
The GHG impact of Act 78 was modeled separately and in combination with the national Renewable Fuels Standard (RFS).  It was determined that the national RFS would result in the blending of 10% ethanol into all PA gasoline sooner and regardless of implementation Act 78.  The national RFS has minimum GHG lifecycle assessment standards for all biofuels.  These standards were incorporated into the modeling.  Because of the national RFS lifecycle standards for ethanol, no additional GHG reductions are expected for PA as a result of the cellulosic ethanol requirement in Act 78.  However, there are additional reductions in GHG emissions beyond what is provided in the national RFS, because Act 78 ensures a greater volume usage of biodiesel, provided that in-state production and infrastructure requirements of Act 78 are met.  The details of Act 78 that specify minimum production levels that will trigger the required blending of biofuels are as follows:  

· E-10 required one year after in-state production of cellulosic ethanol reaches 350,000,000 gallons

· B2 required one year after in-state production of biodiesel reaches 40,000,000 gallons

· B5 required one year after in-state production of biodiesel reaches 100,000,000 gallons

· B10 required one year after in-state production of biodiesel reaches 200,000,000 gallons

· B20 required one year after in-state production of biodiesel reaches 350,000,000 gallons

The results of the modeling indicate that:

· The RFS will result in 6.49 MMTCO2e reductions (regardless of whether Pennsylvania utilizes B10 or B5).  The RFS will impact a certain percentage of diesel in PA such that whether the established number of gallons of biodiesel is blended at a 10% rate (B10), which will impact fewer diesel gallons or blended at a 5% rate (B5) doubling the number of gallons impacted, the resultant emissions reduction is the same.

· With sufficient in-state production and the necessary distribution infrastructure to support mandatory usage of B20, Act 78 will result in 6.70 MMTCO2e reductions (gross).  The net benefit from Act 78, taking into consideration the federal RFS, is estimated to be 2.21 MMTCO2e.
· With sufficient in-state production and the necessary distribution infrastructure to support mandatory usage of B10, Act 78 will result in 5.50 MMTCO2e reductions (gross).  The net benefit from Act 78, taking into consideration the federal RFS, is estimated to be 1.01 MMTCO2e.

· With sufficient in-state production and the necessary distribution infrastructure to support mandatory usage of B5, Act 78 will result in 4.91 MMTCO2e reductions (gross).  The net benefit from Act 78, taking into consideration the federal RFS, is estimated to be 0.42 MMTCO2e.

· PA already has the necessary biodiesel production capacity sufficient to meet the B2 requirement.  The required infrastructure for statewide distribution and blending will become available in the near future.  It is fully anticipated that at least 2% biodiesel will be blended with every gallon of petroleum diesel through 2025.  Act 78 will result in 4.55 MMTCO2e reductions (gross).  The net benefit from Act 78, taking into consideration the federal RFS, is estimated to be 0.07 MMTCO2e.

Economic Cost:  Based on the economic analysis performed by John Urbanchuk of LECG LLC., in support of the of PennSecurity Fuels Initiative, in-state production and all associated spending for materials, operations, employment, etc. will add nearly $1.5 billion per year, to the Pennsylvania economy.  

Implementation Steps:  In-state production must continue to increase and the required infrastructure (blending, transportation and storage) must continue to be installed.
Amendments to this Act could be considered to reduce the trigger levels for utilization of higher blends or biodiesel (B10 and B20).  Such an amendment will likely be necessary to fully realize the economic and environmental benefits provided.

Potential Overlap:

· PA Clean Vehicles
· Nitrogen Tire
· Low Rolling Resistance
· Diesel Anti-Idle
· Pay As You Drive Insurance

· Public Transit
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