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Who We Are

* Limited Liability Company
e 3 Partners — Jason, Elizabeth, Michael
— Licensed “Renderer”
— Biodiesel Wholesaler and Retailer
— WVO Wholesaler and Retaller
— Conversion Kit Sales and Installations
— Fueling Station Equipment
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Where we came from

o Started out as non-profit Austin Biodiesel
Cooperative In 2005, presented last year

e Discovered that non-profit status limited
our ability to work with vendors and
customers

 Had little success organizing resources to
work cooperatively

 Formed LLC immediately after returning
from last year's conference
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Challenges

Licenses, Location, Legality
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Business Basics

Initial funding (<$5000) by partners

Found 1200sgft warehouse inside mini-
storage compound

Bought used tanks and truck from
Craigslist

Obtained sales tax license

ODbtained business insurance and auto
insurance ($4000 per year)

Secured $65,000 credit line
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Rendering License

 Required to collect oll for commercial use
In Texas

 Reqgulated by “Meat Safety Assurance”
e $750 plus MANY strict requirements

* Took over six months from initial filing to
license Iin hand

e Had to submit “construction” documents
and request waliver for most requirements
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Motor Fuels Tax License

 Required to sell motor fuels at wholesale
level, Including bulk deliveries

e Texas’ definition of biodiesel technically
iIncludes WVO

e $30,000 bond to ensure we pay road taxes
to state (despite no tax due on biodiesel)

 Months of being rejected for bond,
Insurance company finally came through
($1000 fee, must renew for 4 years)
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IRS Registration

* IRS requires special registration to pay
excise taxes (road taxes) IF you sell fuel
that has not already had taxes paid

* Initial filing (Form 637) was rejected
* Re-filed and finally registered as a blender

* IRS gave conflicting info about tax liability
of WVO as a fuel, still no answer for this
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Texas Environmental Issues

* Along with California, Texas is one of only two
states with state-run emissions control board
(Texas Commission on Environmental Quality —
TCEQ)

e Major pollution in Dallas and Houston led to
TCEQ threatening to ban blended biodiesel in
most counties (due to old test data showing NOXx
Increase) — continuing lobbying effort to come to
agreement

e Biodiesel producers and distributors must report
gallons sold monthly
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Reporting

 Monthly sales report to Texas State
Comptroller (road taxes)

e Quarterly blending report to TCEQ

* Quarterly sales tax reporting

e Quarterly excise tax payments (IRS)

* Blending credit refund filing as needed

 WVO sales reporting not required (but
probably should be!)
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Time Management

* Three partners with full time jobs
* One night per week open to public
 OIl collection schedule has evolved

 Thousands spent at Home Depot, Lowe’s,
Grainger (last minute purchases)

* Average 15-20 hours per week each

« Currently bringing in enough revenue to
pay the bills, but no salaries
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Current Projects

Collecting 1000 gallons per month

— Initial Process
e 12v pump, 55 gallon drums, boil water, filter

— New Process (currently testing)

e Sucker tank, 2 x 650 gallon settling tanks,
centrifuge with heater

— Profit margin on oll is 5 times higher than
biodiesel, making this a very high priority
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Current Projects 1

« Selling 1000 gallons of WVO per month

— “retall pump” at our warehouse (second
location coming soon)

— Home delivery in 250 gallon totes (Dell
commuters)

— Fleet customer with 4 converted delivery
trucks (dual tank)

— Lots of travelers passing through
— Demand far exceeds current supply
— Biodiesel producers lining up for our product
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Current Projects 2

e Selling 7000 gallons of B99 per month
— Main retail pump at local green living store
— Additional pump at our warehouse

— Home delivery in 250 gallon totes (Green
Guru)

— Fleet customers (Delivery trucks & Willie
Nelson)

— Brokering large deals
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Current Projects 3

Converting vehicles to run on WVO
— Recommend two tank kits (like Greasecar)
— Designed on-board filtration system
— Taking LOTS of phone calls, not much action
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Current Projects 4

e Supporting local community

— Attend local green living and renewable
events

— Advise prospective diesel owners on vehicle
purchases

— Provide tips for homebrewers and DlY’ers
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Things not to do

« Spill 200 gallons (or 40 gallons or 20 gallons)
e Spend $50,000 without a business plan

e Set timers to run heaters to start in the middle of
the night

« Use a 50psi meter with a 200psi pump

 Allow a teenage farmer to move a tank (without
watching where he’s going)

 Share warehouse space with a welder
 Use 1 micron filters for B100 retail pump
e Sell Palm Oil B99 in the winter (even in Texas)
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Other fun events

 Had bank accounts frozen after not filing zero
dollar returns for 3 months in a row

 Raw sewage pouring out of water runoff grate
during inspection

e Main competitor pumped out our bad fuel and
brought it to us

e Counseled very sad customer after $800 of B99
drained out of cracked tank

e Drove 400 miles with 600 gallons of WVO In an
old Ford F250 with no tie rod bushings
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| essons Learned

* Buy the right equipment to do the job

* Everything costs twice as much and takes
twice as long as estimated

« Always do dangerous tasks with two
people

* Plan your work and work your plan

* Waste oll collection is a dirty, smelly job
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Future Prospects

Partners coming on full time one at a time,
hopefully starting this year, with salaries

Having custom gooseneck trailer to tow
1000 gallon biodiesel delivery tank

WVO retail pump alongside B99 tank at
our retail partner

Full compliance with fire codes, safety
practices, other regulations

Expand B99 retail outlets
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Q&A

e Questions?
e Comments?
e Suggestions?

www.DieselGreenFuels.com
InNfo@dieselgreenfuels.com

Biodiesel Coop Conference July 2007



