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» Canola Market History

* Biodiesel Industry

» What can Biodiesel mean to Canola?
» What can Canola mean to Biodiesel?
» Competitive Issues for Biodiesel
 Policy Required

» Business Model Considerations
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Value of the Canadian
Canola Industry

 $2 billion annually to growers

* Create $11 billion in economic activity and
214,000 jobs in Canada

« 60,000 growers rely on canola for 30-50%
of their net revenue and we are Canada’s
largest cash crop by value.

¢ Only “Made in Canada” crop.
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Canola Production
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Canola Seed Supply & Disposition
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The Big Picture on Canadian
Canola Seed Exports (000 tonnes)

2002/2003 2003/2004
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Canadian Canola Oil Exports 2003- 04
Total — 719,100 Tonnes
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Canadian Canola Meal Exports 2003- 04
Total — 1,570,400 Tonnes
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Biodiesel Benefits

« Environmental benefits — biodegradable,
nontoxic, lower exhaust emissions

« Renewable — very favorable energy balance,
3.2to 1 - Life Cycle Assessment

 Improved lubricity — ultra low sulfur diesel fuel
improved lubricity with B2

* New market for oils and fats
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Canadian Diesel Fuel Demand
by End Use, 2003

28.9 Billion Litres
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Potential Biodiesel Production from
Canadian Feedstock Sources
2007 to 2010

Source Biodiesel Production
Tallow 160 million litres
Yellow Grease 80 million litres
Canola 220 million litres
Soybeans 40 million litres

TOTAL FORECAST 500 million litres
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What can Biodiesel mean to
Canola in Canada

» B2 Blend- 680,000 tonnes of Canola
Seed

+ B5 Blend- 2,600,000 tonnes of Canola
Seed
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The Big Picture on Canadian
Canola Seed Exports (000 tonnes)
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What can Biodiesel mean to
Canola in Canada

» B5 Blend would be similar to finding
approximately 1.7 Japanese sized
customers for Canola seed

» Domestic customers
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The Canola Advantage in
Biodiesel
» Abundant Supply

* Quality

 High Oil Content,
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Canola Supply and Sales

Millions of Tonnes
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The Impact of Technology on Canola Supply
2015 — 14 Million Tonnes

*Hybridization

*Only 50% of current
crop is hybrid

eAlready resulting in
record yields (2005: ~35
bushels/acre)

*Genetic potential is
enormous
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The Impact of Technology on Future Supply
2015 — 14 Million Tonnes

eIncreased Acreage
«Currently at 13 million acres
«Drought tolerant varieties could significantly increase acreage (B. juncea)

*Growers respond to price: better returns from increased demand (e.g.,
through biodiesel) will grow acreage

eAgronomic Improvements

«Better planting/harvest techniques can have a tremendous impact on yield
and quality (e.g., oil content)

*Pod shatter resistant varieties will also increase harvested yield
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Quality: It's in the Seed
Canola Biodiesel

« Excellent cold flow properties - Lowest
saturated fat content of any available feedstock
(7%). Remember the Canadian climate.

« Good oxidative stability

« Can produce biodiesel which meets both ASTM D
6751 and European EN 14214 quality specifications

» Feedstock has “proven itself” in the EU!  In 2004
EU produced and consumed 1.65 Billion liters of
biodiesel mainly from rapeseed/canola feedstock.
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Why is Quality Important?

*We are seeking to create a partnership between
the agriculture and the petroleum/automotive
sectors that is sustainable over the long-term.

*Acceptance by petroleum and OEM industries is
critical and should be a primary objective for a
Canadian Biodiesel Strategy.
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Biodiesel from United States

« Biodiesel Blenders Tax Credit of $1.00 US
per US gallon or at current exchange rate
approximately $0.31 Can. per liter

 Various small biodiesel producer and
primary producer equity incentives
eg: Small Biodiesel Producer = $0.10 per gal
Missouri Primary producer Equity incentive =

$0.30 per gal on first 15 million gallons and
$0.10 per gal on next 15 million gallons
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Biodiesel Produced in Manitoba

Provincial Road Tax Incentive =
$0.115/liter

Federal Excise Tax Incentive = $0.04/liter
Total = $0.155 per liter

Major Issue

canADI CAL A
GROWERS ASEGCIATION

2>

Potential New Technologies

« Hydro-cracking — currently being developed
by petroleum Industry
¢ Addresses many logistics issues
* Quality now under a more controlled environment
« Currently yields 85% of biodiesel process

* Canola potential feedstock into refinery —still
positive for canola grower
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Policy Needed

1. Phased-in bio-fuel specific RFS of 2% for 2010 and
a 5% target for 2015.

2. Investment incentive parity with the USA (e.g.,
$1/gallon blender’s credit, faster capital
depreciation, etc.)

3. Incentives to encourage grower participation in
value-added production.

4. Quality parameters to ensure end user acceptance
and therefore long term success of the industry.
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KOH

Energy (in kW) 9.21
Raw Material Biodiesel
911.57 kg =) CPU 1000 ) 1000 |t
990.88 Itr 880 kg
| e, 20 ' & I | G-Phase
162.26 kg
Methanol
153.14 Itr
Specific Weight Flow in kg: 121.45 kg
In Out (Including recovered)
Biodiesel 911.57 880.00
Raw Material 9.21 162.26
Methanol 121.46
1042.25 1042.25
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What is the Right Business
Model?

* No one answer
e Long term sustainable

 Quality, Quality, Quality
» Primary Producer Involvement as feedstock

supplier, biodiesel and meal customer

» Value Added Opportunity as equity

participant
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Business Model — Things to
Consider

Oil Extraction

Cost of Maintaining Quality Standards
» Expertise Required

» Economics of Scale

« Customer’s perspective

Business Model - Quality

* Must meet either ASTM D 6751 or EN

14214 Quality Standards

» Customers will want to see Quality

Procedures like BQ 9000 in place.
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Business Model - Expertise

« Risk management program for feedstock
procurement

 Crushing and biodiesel production
» Marketing of biodiesel and co-products
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Business Model — Economics of
Scale

e |s it anissue? 80% of in the cost of the
feedstock

e Current U.S. plant sizes? Expected size of
40 currently being constructed in U.S.

* EU plant sizes?
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Window of Opportunity

*Must provide supply-side policy
measures quickly if we want significant
domestic biodiesel production

+Dwindling capital pool evidenced by
ongoing investment commitments in
the US, EU and South America.

*Takes several years for breeders to
effect yield/oil content but will not
move unless a signal is provided.

«Large scale build out will also take
several years, need to make decisions
now if Canadian production is to meet
the RFS demand.

Tying it altogether...

Nationally and globally, use of renewable
resources represents an opportunity to
improve the health of people and the
environment...

Biodiesel offers a valuable market opportunity
for Canola...

Canola provides a plentiful and superior
biodiesel feedstock...

Need the policies in place to stimulate the
investment in the right Business Model
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Thank you
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