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For many, the story of ethanol is an argument in favor of renewable,
domestic energy. For others, it’s about a clean alternative to
petroleum and a tool to fight climate change.

Brian Jennings,
Chief Executive Officer

For ACE, the story of ethanol is a profile in courage.
That’s because this industry was developed and built by ordinary
people from small communities. They were fighting to create a path
out of the crushing economic conditions that besieged rural America
at the dawn of the 21st century. Without any template or precedent –
and long before the explosion in clean technology or mainstream
enthusiasm for sustainability – brave individuals came together and
committed their own money and time to rescue their families,
neighbors, and communities by building ethanol plants.
Since 1987, ACE has served those visionaries, the grassroots
advocates who built an industry from the ground up. Today, ACE
represents ethanol plants, commodity organizations, industry goods
and service providers, and individuals from across the country.
From advocating for a fair marketplace in state and federal
legislation, to working directly with fuel retailers to save consumers
money at the pump, and communicating ethanol’s role in improving
air quality through reducing greenhouse gas emissions, ACE
members, staff and leadership work daily to continue the mission of
those ethanol pioneers.

Ron Lamberty, Senior Vice President
& Market Development Director

Shannon Gustafson, Senior Dir. of
Operations & Programming

Liz Bunkers, Director of Member &
Industry Relations

Contact ACE with your ethanol inquires:
5000 S. Broadband Lane Suite 224
Sioux Falls, SD 57108
605-334-3381
www.ethanol.org
www.ethanoltoday.com
www.flexfuelforward.com
@aceethanol
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Katie Fletcher,
Communications Director

Chuck Beck, Director of Special
Projects & Outreach

E15 Year-Round
EPA is accepting comments through April 29 on a proposed rule to extend Reid vapor pressure (RVP) relief to E15
so retailers can offer the fuel option year-round. EPA is proposing to reform the way the Renewable Fuel
Standard’s (RFS) Renewable Identification Number (RIN) market works in the same rulemaking.
ACE wants a legally-defensible RVP rule for E15 (and all blends above E10) to be in place by the June 1st summer
driving season but opposes many of EPA’s RIN proposals because they would undermine ethanol demand.
Congress can help by pressing EPA to complete the E15 rulemaking by June 1st free of unnecessary RIN
reforms which would dampen ethanol use.

Renewable Fuel Standard
EPA has waived RFS blending obligations for so-called small refineries totaling 2.61 billion gallons for the 2016
and 2017 compliance years and as of March 26, 2019, had nearly 40 Small Refinery Exemption (SRE) requests
pending for 2018. Also, later this year, EPA is expected to propose a rule to “reset” RFS volumes for years 2020
through 2022.
Any benefit of selling E15 year-round will be wiped out until and unless EPA follows the rule of law regarding
refinery waivers. That’s why ACE has petitioned EPA to reallocate these blending obligations and joined litigation to
reverse blanket SREs.
ACE is grateful to Members of Congress who have joined us to demand that EPA stop abusing the small refinery
waivers. We ask for continued support to get the RFS back on track by following the rule of law.
Congress can also urge EPA to look at the reset as an opportunity to increase undifferentiated renewable fuel
volume beyond 15 billion gallons for 2020 to 2022 by reallocating the 2.61 billion gallons waived so far for
small refineries and restoring the 500 million gallons unlawfully waived in 2016.

Ethanol’s Low Carbon, High Octane Benefits Can Help Reduce GHGs and Improve Fuel Economy
As climate change returns to the forefront Congressional action on climate could be viewed as a significant cost
that will penalize farmers or a chance for new economic opportunities. ACE intends to engage in the discussion to
emphasize the opportunities for low carbon renewable fuels.
Rural America is becoming increasingly aware of the role it can play in mitigating climate change but will need to
see concrete benefits from policies that provide a return on investment. Leveraging the existing greenhouse gas
(GHG) benefits of the Renewable Fuel Standard with new policies which make ethanol part of the solution to even
greater climate improvements would be a win-win for the planet and rural America.
As Congress considers ways to tackle climate change and maintain improvements in fuel economy, ACE
supports efforts which would 1) increase the role of renewable fuels in further reducing GHG emissions, and 2)
promote fuel efficiency through a high octane fuel standard.
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Land use change? Try efficiency improvements.
Since RFS2 was enacted, farmers are
producing more corn on about the same
number of acres thanks to higher yields.

Similarly, ethanol producers are efficiently
making nearly 3 gallons of ethanol, 16 pounds
of distillers’ grain feed, and ¾ of a pound of
distillers’ oil from just one bushel of corn.
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Since the RFS was enacted, ethanol’s carbon intensity has continued to
drop while gasoline’s has increased. Today corn ethanol has nearly 50
percent lower GHG emissions than gasoline and the trend is ethanol’s
friend, indicating even lower emissions in the future.
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Since U.S. corn ethanol production capacity exceeds 15 billion gallons,
scientists have measured actual land use change (or the lack thereof)
and the facts refute the hype.

Historical Land Use Change Studies
120
100
80
60
40
20
0

RFS goes
into effect
30
8.5

5











On Mar. 12, 2019, EPA Administrator Andrew Wheeler signed a rule proposing Reid vapor pressure (RVP)
relief for E15. EPA intends to finish the rulemaking before June 1 st so retailers nationwide can offer E15 as
an option to their customers year-round.
EPA’s E15 rulemaking includes controversial and unwarranted proposals to reform the way Renewable
Identification Number (RIN) credits are handled under the Renewable Fuel Standard (RFS).
ACE wants a legally-defensible rule providing RVP relief to E15 (preferably for all ethanol blends above E10)
to be in place by the June 1st summer driving season but opposes many of EPA’s RIN proposals because
they would undermine ethanol use.
E15 is a clean, safe, and low-cost fuel which can be used in more than 90 percent of the cars on the road
today (EPA has approved the use of E15 in all vehicles made in model year 2001 and after).
Record growth and investment in retail infrastructure continues to increase E15 availability at over 1,500
retail locations in 30 states and counting.
Allowing the sale of E15 year-round will enable retailers to sell the fuel if they wish, give consumers the
option to buy the low-cost fuel, reduce refiner RIN costs, and open market access for surplus corn.
Congress can help by pressing EPA to complete the E15 rule by June 1 st free of unnecessary RIN reforms
which would undermine ethanol demand (and negate the upside benefit of E15 year-round).

EPA measures the evaporative emissions of fuel using RVP expressed in pounds per square inch (psi).

The Clean Air Act prohibits the sale of gasoline with an RVP in excess of 9 psi during the high ozone “summer” season
(June 1 – Sept. 15). To help allow the use of E10 year-round, Congress amended the Clean Air Act in 1990 to provide
a 1-psi RVP waiver for fuel blends “containing gasoline and 10 percent ethanol” (the highest ethanol content in
gasoline at the time).
In 2011 EPA approved the use of E15, a fuel with slightly lower evaporative emissions than E10, for use in all lightduty vehicles made in model year 2001 and after. EPA did not allow an RVP waiver for E15 at the time. Because EPA
only has volatility limits on gasoline during the “summer” season, E15 can be sold outside the June 1 – Sept. 15 time
frame. E15 has slightly lower evaporative emissions than E10.
At the direction of President Trump, due to the growing presence of E15 in the marketplace and changed
circumstances since it was approved in 2011, EPA is now proposing to allow E15 to be sold during the “summer”
season.
When finalized, EPA’s rule will deem E15 as “substantially similar” to fuel (E10) used to certify Tier 3 light-duty
vehicles and offer a new interpretation of the Clean Air Act to apply the 1-psi RVP waiver to gasoline “containing at
least 10 percent” ethanol. “Therefore, E15, which has within it 10 percent ethanol, meets this definition and should
receive the 1-psi waiver specified in the Clean Air Act.”1
Nine of every 10 cars on the road are E15 approved, and most vehicles under warranty today were built to run on
E15. Travelers Motor Club and Association Motor Club Marketing, with more than 20 million members in all 50 states,
report no engine damage from ethanol and endorse E15 as safe and affordable.
E15 typically costs 2 to 10 cents per gallon less than E10 and gasoline and has a higher octane rating, so allowing the
sale of this fuel would give consumers the option to buy a higher quality product and save money at the pump.

6

____________________________________________________
1

Modifications to Fuel Regulations to Provide Flexibility for E15, EPA Proposed Rule, March 12, 2019

The primary reason Congress enacted the RFS was to reduce greenhouse gas (GHG) emissions by requiring oil
refiners to blend increasing volumes of renewable fuels in the motor fuel they make. By this measure, the RFS is
a success. According to the Renewable Fuels Association (RFA), ethanol-blended gasoline in 2018 helped
reduce transportation GHG emissions by 55 million metric tons, the equivalent of removing 12 million cars from
the road for an entire year. Ethanol also displaces petroleum-based aromatics in gasoline, cutting toxic
emissions which harm humans.
Congress was also convinced the RFS would support new value-added markets for farmers and jobs in rural
America. Congress was right. The RFA reports that in 2018 a typical ethanol plant added nearly $2 of additional
value to every bushel of corn processed through the production of ethanol, distillers’ grains, and corn distillers’
oil. What’s more, the U.S. ethanol industry supported 71,000 direct jobs, 294,000 indirect and induced jobs,
and generated $46 billion to U.S. gross domestic product in 2018.
American consumers have also benefited from the RFS because it provides lower-cost and cleaner fuel options
at the pump. In 2018, average wholesale ethanol prices were 55 cents per gallon less than wholesale gasoline
prices.
EPA Mismanagement of the RFS Hurts Farmers and the Rural Economy
Unfortunately, recent mismanagement of the RFS by the Environmental Protection Agency (EPA) has
undermined the progress of the program and caused economic pain for farmers and rural communities.
Under President Obama, EPA bowed to oil refiners and waived RFS blending obligations below statutory levels
due to the so-called “blend wall,” sending net farm income into a freefall. ACE and others filed suit, and in 2017,
the U.S. Court of Appeals for the DC Circuit ruled EPA violated the statute and ordered the restoration of 500
million gallons back to the 2016 RFS compliance year. So far EPA has not followed the court order.

Net Farm Income and EPA Mismanagement of the RFS
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Under President Trump, EPA has retroactively granted more than 50 so-called “hardship” waivers for small
refineries, erasing 2.61 billion gallons worth of RFS blending obligations for the 2016 and 2017 compliance
years. This is equivalent to eliminating the market for Indiana’s corn growers who produced just over 900
million bushels in 2017. EPA’s mismanagement of the RFS has contributed to a 50 percent cut in net farm
income and rising farm debt. If the nearly 40 Small Refinery Exemption (SRE) petitions pending (as of March
26, 2019) for the 2018 compliance year are also approved by EPA, it will make bad conditions even worse for
rural America. While designed for small refineries, companies such as ExxonMobil and Chevron have
benefited from EPA’s hardship waivers. Refiners are reporting double-digit profits1 but the heart of America is
being left behind. The best way to spur market-based demand for farmers and improve economic conditions in
rural America is to increase the production and use of renewable fuels. This is even more critical given the
uncertainty created by trade wars and efforts to renegotiate existing trade pacts.

ACE has joined with other groups to challenge EPA’s abuse of the SREs in court, but Congress could help by
urging EPA to get the RFS back on track, return to the rule of law, and reallocate the waived blending
obligations.
Refinery Waivers Remove the Incentive to Blend Ethanol
According to RFA, year-over-year domestic ethanol use declined in 2018 for the first time since 1998, falling
from 14.49 billion gallons in 2017 to 14.38 billion gallons in 2018. The national ethanol blend rate retreated
from 10.13 percent in 2017 to 10.07 percent in 2018. EPA refinery waivers contributed to these setbacks.
An oil refiner can comply with the RFS in one of two ways. It can buy and blend ethanol with the gasoline it
makes, or, it can purchase RFS compliance credits, called Renewable Identification Numbers (RINs), from
another refiner that blends more ethanol than required under the law. A RIN is equivalent to one gallon.

Ethanol RIN Prices Collapse Under Small Refinery Exemptions
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1https://www.bloomberg.com/news/articles/2018-02-01/billions-from-trump-tax-cuts-supercharge-fossil-fuel-industry

Ethanol RIN credit prices averaged approximately 70 cents in 2016 and 2017. But in 2018, as EPA
retroactively granted more than 50 SREs and allowed the refineries to keep the compliance credits, a surplus
of RINs led to an 80 percent collapse in prices. Low RIN prices took pressure off refiners to blend ethanol. At
the beginning of 2018, a 70-cent ethanol RIN was a strong incentive for refiners to blend ethanol. But by the
end of 2018, as the supply of compliance credits swelled and RIN prices cratered, a refiner could buy more
than 12 RINs (representing 12 gallons of ethanol for RFS compliance purposes) for the cost of just one gallon
of ethanol, creating an even stronger artificial incentive to buy cheap RINs and avoid blending ethanol.2 As
EPA’s waivers took pressure off refiners to blend in 2018, ethanol prices fell to record lows and many farmer
and locally-owned ethanol plants were forced to reduce output or shutdown. RFA estimates the losses could
total $1 billion for the ethanol industry.
The “Reset” is an Opportunity to Reallocate Blending Obligations and Get the RFS Back on Track
Sometime in 2019, EPA is expected to propose a rule to “reset” RFS volumes for years 2020 through 2022.
The reset is triggered because volumes for advanced and cellulosic biofuel have fallen short of the statutory
levels set by Congress.
Congress can help ACE urge EPA to use the reset as an opportunity to increase undifferentiated renewable
fuel volume beyond 15 billion gallons for 2020 to 2022 by reallocating the 2.61 billion gallons waived so far
for small refineries and following the court order to restore the 500 million gallons to the 2016 compliance
year.
What Happens to the RFS after 2022?
While there is no expiration date or sunset in the RFS statute, the calendar years for which Congress specified
statutory volumes for total renewable fuel, advanced biofuel, cellulosic biofuel, and biomass-based diesel end
in 2022 and EPA is given greater discretion to set future volumes.
EPA has limited discretion with the RFS after 2022. The statute requires EPA to determine future volumes, in
coordination with the Secretary of Energy and the Secretary of Agriculture, based on a review of the RFS
preceding 2022, the expected annual rate of future production of renewable fuels, and an analysis of the
impact of the production and use of renewable fuels on the environment, energy security, infrastructure, cost
to consumers, job creation, the price and supply of ag commodities, rural economic development, and food
prices.
The reset stipulates that advanced biofuel volume can be no lower in percentage terms than the 2022 volume
set by EPA and cellulosic biofuel must be set at a volume that won’t trigger the cellulosic waiver authority. The
law requires EPA to promulgate rules establishing post-2022 volumes “no later than 14 months before the
first year for which such volumes will apply.” Since 2023 would be the first year which post-2022 volumes
would apply, EPA must promulgate rules in the 2021 calendar year.
While ACE believes EPA could not reduce ethanol volumes after 2022 without negative impacts on many of
the factors the agency is required to analyze in setting the volumes, it is also true that under Presidents
Obama and Trump, EPA has abused the law to find ways to reduce blending obligations for refiners.

____________________________________________________
2Ethanol

and RIN prices as reported by the Oil Price Information Service (OPIS)
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EPA’s Mismanagement of the RFS Inhibits Low Carbon Fuels and Hurts the Rural Economy
While statutorily intact, EPA’s mismanagement of the Renewable Fuel Standard (RFS) has undermined the use of low carbon
renewable fuels. Refinery waivers have contributed to the first decline in ethanol use in 20 years, with U.S. consumption falling
from 14.49 billion gallons in 2017 to 14.38 billion gallons in 2018. The waivers also damage markets for farmers. With net
farm income collapsing and expenses on the rise, bankruptcies are at the highest level in the last decade.
Focus on Federal Climate Policy is an Opportunity and Risk for Rural America
As the rural economy suffers, Congressional action on climate could be viewed as a significant cost or a chance for new
economic opportunities. With depressed farm income and rising debt, farmers are extremely concerned that climate policy will
result in increased costs for fuel, fertilizer, and other inputs.
There is also opportunity. Congress could provide Rural America with concrete benefits from climate-centered policies that
outweigh potential negatives. One important way of doing so is to recognize the role agriculture can play to address climate
change and increase the use of low carbon fuels.
Agriculture Potential to Help Address Climate Change
Agriculture can play an important role in mitigating climate change through soil carbon sequestration. USDA identifies
sequestration as “among the best options for carbon storage in terrestrial ecosystems,” and estimates that U.S. farmers
already store 20 million metric tons of carbon per year. USDA forecasts that agriculture could store an additional 180 million
metric tons per year, representing an estimated 12-14 percent of total U.S. carbon emissions annually.
Lifecycle Science Shows Corn Ethanol is Part of the Solution to Reduce GHGs
In 2018 ACE published “The Case for Properly Valuing the Low Carbon Benefits of Corn Ethanol” to highlight how farmers and
ethanol producers are improving efficiencies and adopting technologies to dramatically reduce lifecycle GHG emissions from
corn ethanol. This report explains how increasing the use of corn ethanol beyond levels called for in the RFS will help reduce
GHGs. It also calls on EPA to adopt the latest U.S. Department of Energy “GREET” model for making determinations about
ethanol’s lifecycle GHG emissions, because EPA’s own analysis overstates reality.
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Low Carbon Fuel Policies Unlock Climate Benefits and Generate Economic Opportunities
Significant carbon sequestration practices are currently left untapped due to a lack of proper market
drivers, but work is underway at the state level to gain access to low carbon markets based on adopting
soil health production practices. According to South Dakota State University, if all of South Dakota’s six
million corn acres were eligible to sell carbon offsets on the voluntary market it could mean nearly $90
million per year in revenue for the state’s farmers.
Unlocking the marketplace for low carbon fuels creates the economic driver to help farmers adopt
practices that maximize atmospheric carbon sequestration in soil. For example, if the California Low
Carbon Fuel Standard (LCFS) accounted for soil carbon sequestration benefits from corn production,
Midwest ethanol delivered to the LCFS market could receive a $0.26 per gallon premium at current credit
prices in California and at current SOC sequestration rates found in the Midwest. This would generate an
additional $26 million in revenue per year for a 100 million gallon ethanol facility, creating meaningful
rural economic and producer benefits.
Ethanol is a High Octane Source of Low Carbon Fuel
With a blending octane rating of 113, ethanol’s low carbon attributes are matched by its potential to
improve the octane of motor fuel. Research by the Department of Energy indicates high octane fuel
comprised of 25 to 30 percent ethanol (98 to 100 RON) would benefit consumers and enable automakers
to reduce GHG emissions and improve fuel economy.
While oil refiners can also produce high octane fuel, ethanol delivers the cleanest and highest octane at
the lowest cost, allowing automakers to benefit by continuing to develop high-compression engine
technologies and other product offerings to achieve efficiency improvements and reduced emissions.
Time is Right to Engage Agriculture/Ethanol on Pro-Climate Policies
Farmers and ethanol producers are becoming increasingly aware of the role they can play in mitigating
climate change but the economic stakes intensify the need for policies which provide a return on
investment.
As Congress considers ways to tackle climate change and maintain improvements in fuel economy, ACE
supports efforts which would 1) further transform the motor fuel marketplace by increasing the use of
renewable fuels like corn ethanol which are proven to reduce GHG emissions at accelerated rates and 2)
promote fuel efficiency through a high octane fuel standard which harnesses the clean octane benefits of
ethanol.
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Source: Energy Information Administration, accessed 3/14/2019
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States already using more than 10% ethanol
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.

Alabama (10.4%)
Arizona (10.4%)
Arkansas (10.4%)
California (10.4%)
Colorado (10.4%)
Connecticut (10.4%)
Delaware (10.4%)
District of Columbia (10.4%)
Hawaii (10.4%)
Idaho (10.4%)
Illinois (10.1%)
Iowa (11.5%)

4,500 E85 Locations
12

13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.

Louisiana (10.4%)
Maine (10.1%)
Maryland (10.3%)
Massachusetts (10.4%)
Minnesota (12.5%)
Mississippi (10.4%)
Montana (10.4%)
Nevada (10.4%)
New Hampshire (10.2%)
New Jersey (10.4%)
New Mexico (10.4%)
New York (10.1%)

25.
26.
27.
28.
29.
30.
31.
32.
33.
34.

1,575 E15 Locations

North Dakota (10.4%)
Oregon (10.4%)
Rhode Island (10.4%)
South Dakota (10.4%)
Texas (10.4%)
Utah (10.4%)
Virginia (10.1%)
Washington (10.4%)
Wisconsin (10.4%)
Wyoming (10.4%)

Expensing of intangible drilling costs

$1,629

Deduction of tertiary injectants

$10

Exception to passive loss limitation for working interests in oil and
natural gas

$19

Percentage depletion for oil and natural gas cut

$966

Domestic manufacturing deduction for fossil fuels, annual cost

$1,049

Two year amortization period for geological and geophysical
expenditures, annual cost

$288

TOTAL:

$3,961

TOTAL:

$0

Intangible drilling costs
Account for roughly 70-85% of the cost
of extracting natural resources and the
value of IDCs can be expensed
immediately to offset taxable income

Manufacturing deduction
Oil companies can reduce their taxable
income by up to 6% of manufacturing
deductions, limited to 50% of the
firms’ wages that it pays employees

Percentage depletion
Allows oil producers to automatically
deduct 15% of revenue

Sources: Energy Information Administration, 2017. OECD, “United States Self Review of Fossil Fuel,” 2015.
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H.R. 104 – LEVEL Act (Leave Ethanol Volumes at Existing Levels Act)
Sponsor: Congressman Michael Burgess (R-TX-26) Co-Sponsors: 0
Would repeal Renewable Fuel Standard II, keeping RFS I volumes intact.

H.R. 1024 – Consumer Protection and Fuel Transparency Act of 2019
Sponsor: Congressman Austin Scott (R-GA-8) Co-Sponsors: 5
A bill to require the Environmental Protection Agency (EPA) to revise
labeling requirements for fuel pumps that dispense E15. Labels for E15
would be required to include the word “WARNING,” the words “check your
manual,” be 5”x7” or larger, include indicators with respect to vehicles,
engines, and equipment prohibited from using E15 (including pictograms
depicting a boat, lawnmower, chainsaw, motorcycle, and snowmobile and
include warnings with respect to pre-2001 model year vehicles). The law
would also require additional labeling for blender pumps, warning
consumers of residual gasoline left in gasoline pump hoses from previous
dispensing.
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