Page |1

- AW : ~Pri : . esearch
’ﬁ' Public-Private Alliance Foundation
PPAF

PPAF Third Annual Partners Against Poverty Event

at the United Nations

Report of the Discussion on
Business Model Innovation for Investment Partnerships
for Ethanol Development and Production

7 May 2009

In cooperation with

‘\l'ﬁ
. . N0 . .
UnitestiNations 7V UnitediNations
Divisiomfor Office:for,
Sustainable qul nlsup Rartnerships
Export & Invastmant Canler
Development Mission of Brazil "'"“‘"”’"“"""““"“;"‘

to the United Nations 18 tha Unined Nariens

PPAF: David Stillman, PhD = Tel: 914-924-0108 m ppafoundation@gmail.com = www.ppafoundation.org
ResearchPAYS: Tom Kadala, MBA m Tel: 914-450-9731 m tom@researchpays.net m www.researchpays.net



Page |2

PPAF Third Annual Partners Against Poverty Event at the United Nations

Report of the Discussion on Business Model Innovation for
Investment Partnerships for Ethanol Development and Production

7 May 2009

Table of Contents

s Summary

« What are some key regulatory features of the landscape?
« Why is access to capital difficult?

+» What about government?

+ How better to align policies and resources?

% What are some of the infrastructure issues?

% What could be the Business Model Innovation?

+ Is ethanol a race to increase product yield, or more?

+ How to apply a viable new business model?

++ Can the Dominican Republic become a model for business innovation
internationally?

« What are the possibilities for collaboration in ethanol and other biofuels?

Summary
A group of 45 selected professionals from Brazil, the Dominican Republic, Haiti, Honduras, and

the United States of America converged at the United Nations on 7 May 2009 for a facilitated
discussion on ethanol and related bioenergy organized by Public-Private Alliance Foundation
and ResearchPAYS®, Inc. The participants represented the stakeholder interests of
government, private sector, civil society and international organizations. Among the participants
were representatives of state-of-the-art pioneer companies, business associations, banking and
investment firms, university and foundation researchers, and a bioenergy specialist from the
Inter-American Development Bank.

The Minister of State and President of the Dominican National Energy Commission, Aristides
Fernandez-Zucco, and the Executive President of a major Dominican group of sugar and other
companies, Felipe Vicini, and several senior staff of Grupo Vicini, were active participants at the
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meeting. Their comments gave the discussion a firm footing on the many real energy issues
confronting the Dominican Republic and other countries in similar situations.

The discussions drew upon the sugar-based ethanol experience of Brazil, biodiesel issues and
waste-to-energy innovations underway in various locations, and capital market commentaries
from those involved in financing. The discussions explored the main economic considerations
of land, labour, capital and technology in relation to ethanol and other biofuels, and likewise the
importance of the internationally agreed Millennium Development Goals
(www.un.org/millenniumgoals) and the principles of the United Nations Global Compact
(www.unglobalcompact.org), and addressed the following broad questions:

What could or should be done differently for ethanol production?

How to change current business models in different geographic areas?

What should be generally highlighted for priority attention?

How to address stakeholder concerns on environmental, social and economic issues in
relation to sustainability, profitability and poverty reduction?

hoonh =

In the two hours of lively exchange, the group touched on many key aspects of ethanol
development, production, distribution, usage, and policy. The discussants enthusiastically
tackled tough issues, including assessment of near-term and longer term petroleum and
renewable energy options; the availability of short and long term capital in the current global
financial situation; the pace and nature of technological advances; the integration of economic
objectives with social, environmental and political ones; specific versus total costs of production
(including government infrastructure support to education, health, roads, etc.); conditions of
employment, mechanization and workers’ training; cultural and political issues generally facing
the Island of Hispaniola; and regional and global concerns.

Participants began to identify a framework for business model innovation with emphasis on
(a) bringing together local and international stakeholders involved directly and indirectly with
ethanol and other biofuels, and (b) focusing on integrating collaborative efforts among
stakeholders for sustainable undertakings with a positive business, development and
environmental impact.

Views expressed in the meeting included that sugar-based ethanol could make an important
contribution to expanding sugar productivity, creating jobs for people in agricultural and related
sectors and reducing Dominican dependence on imported petroleum. Cellulosic materials such
as sugar cane bagasse and municipal waste could have potential as technology and the
industry evolve. At the level of rural communities especially, production of biodiesel from
jatropha and other oily plants could be worthwhile, and programs using such feedstock on the
frontier with Haiti could help efforts to improve living standards and job training opportunities on
both sides of the border.
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Participants felt that low-cost and effective distribution of feedstock and biofuels product, and
access to capital were two key issues needing attention. They noted that sector development
requires long-term capital, though the current financial environment favors short-term periods
and projects. With regard to the popular debates on food versus fuel and indirect land use,
discussants felt these were not relevant in the Dominican Republic where sugar production has
declined in recent years, fields lie fallow and farmers are out of work.

In brief, it was felt that “green energy” in the Dominican Republic has great potential in
economic, environmental and social terms. Discussants agreed that follow-up meetings should
be held -- at the United Nations, in the Dominican Republic and possibly elsewhere, with the
intent that these exchanges lead to actions and related investments.

Highlights of issues treated by the group are given below.

What are some key regulatory features of the landscape? Important legislation was recently
passed in the Dominican Republic to promote ethanol investments (Law 5707), which has been
a matter of growing interest for a decade. The so-called “Bush-Lula” agreement of 2007
promotes Brazilian ethanol technology for production in the Caribbean and Central America.
The DR-CAFTA (Dominican Repulic-Central America Free Trade Agreement) improves access
for member products to the USA markets. This can have implications for ethanol exports. Also
the work and project funding of the Inter-American Development Bank in the areas of bioenergy
and other renewables are significant.

Meeting participants discussed the importance of variables including the artificial influence of
price fluctuations for petroleum, the yield improvements derived from advancing technology for
different renewables, the nature and utility of various feedstocks, and production and distribution
economics at macro or micro-scale. During the session, group members increasingly saw a
need to understand more fully the totality of pertinent costs, benefits and risk as viewed from a
fully integrated solution.

Why is access to capital difficult? Participants noted that with the current global economic
crisis, commercial banks and private equity have restricted their lending more toward short term
loans. This has hurt the potential for ethanol plant installations which require a multi-year lead
time. Plant construction may require up to hundreds of millions of dollars and may take several
years before producing revenues. They also noted that as biofuel innovations move ahead,
ethanol investments risk exposure to technological breakthroughs that could be significant game
changers even before a given project can be completed.

As is known from the experience of the past year, the price of petroleum can fluctuate
dramatically. The implications of price swings and related uncertainties have had an impact on
the attractiveness of investment in biofuels. Meeting participants recognized that both short-
and long-term planning issues need to be addressed. Organizations such as the Inter-American
Development Bank (IDB) were commended for such work. However since the IDB mandate
limits its participation to 25 percent of an investment, commercial banks and other investment
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partners are necessary. The needs and concerns of the private sector investment group must
be addressed.

What about government? Considerable importance was given to the role of public sector
entities, with examples given for the Dominican Republic, Brazil, and the USA. As noted, the
Dominican government has taken steps for legislation and tax incentives to attract foreign
investors. Offers of full repatriation of earnings, ten-year tax exemption for imported ethanol
production equipment, and accelerated depreciation for capital investments have all been
designed to provide cash flow advantages and early returns to foreign investors.

In Brazil it was stated that a main focus has been to align the product with key assets and
investors available internally. Drawing from over forty years of experience with sugar-based
ethanol, Brazil has deliberately designated ethanol production for large business ventures and
biodiesel to smaller scale producers organized by locally owned cooperatives. In each case
the government initially subsidized the research and development costs to improve crop yield
and land management. The subsidies have since been discontinued allowing businesses to
thrive independently.

In the USA the government was recognized for its efforts to institute a cap and trade system for
carbon-based pollutants and for providing research and development subsidies to companies
working on the most promising biofuels technology. The USA already has mandates for (corn-
based) ethanol in gasoline, a system of subsidies for domestic producers, and tariffs against
ethanol producers from outside the DR-CAFTA group. (It was noted that the DR has major
ports on its shores that could distribute duty-free ethanol to markets in the USA and elsewhere
in accordance with the DR-CAFTA agreement.)

How better to align policies and resources? It was felt that the United Nations Climate
Change Conference, to be held in Copenhagen in December 2009, could provide standardized
policies. Governments would be encouraged to follow these recommendations based on a
number of country-specific parameters. Developed countries would be encouraged to provide
financial and related support to developing countries. In the current global financial crisis the
future of North to South exchanges is constrained, making it all the more important to develop
multilateral agreements and funding. Obviously this would require steps beyond the purely
governmental, to embrace the major economic role of the private sector.

What are some of the infrastructure issues? Participants saw the necessary infrastructure
for ethanol as including arrangements and incentives for production, distribution, marketing,
flex-fuel automobile and other equipment specifications, and other technical, policy and social
issues. Some of these could be addressed nationally but others would require much broader
agreements and standard-setting. It was agreed that establishing pilot initiatives for local
solutions could become a cost-effective manner to obtain valuable data for scaling integrated
solutions elsewhere.
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One problem was in the distribution chain — getting feedstock to processing plants and then the
product to market. Another problem was timely availability of feedstock. It was pointed out that
in the Dominican Republic sugar can only be harvested 190 days of the year while in Colombia
it can be harvested year-round. Another option could be fast-growing switchgrass. Using
cellulosic materials as feedstock could help to address the downtime issue as well as taking
technology to the next level. Cellulosic ethanol plants represent the next generation of
production, but are not yet well established. Their feedstock can vary widely and can include
bagasse (the by-product of sugar cane processors) and municipal waste. Representatives of
companies dealing with the latter participated in the discussions and made the case for this
feedstock both in terms of energy and of sanitation and public health.

Attention was also drawn to the desirability of a broad agreement on a standard energy
molecule such as gasoline, ethanol, or butanol. Standardizing the energy molecule of choice on
a broad level would help reduce investor risk while encouraging greater cooperation and
exchange of relevant information across borders. As one participant expressed, the need to
identify promising technological breakthroughs and offer protection to allow proper scaling is
critical, so that the innovation can assume a dominant role, as is currently the case in computer
software.

Participants saw petroleum companies, environmentalists, employees dependent on petroleum
revenues, and producers and consumers in the global food chain as all having a stake in the
questions of the infrastructure for ethanol. It was argued that perhaps the greatest issue for
politicians and policymakers would be to accept the uncertain timeline and investment
commitments to reach critical mass, a point when biofuels could efficiently replace petroleum
sources.

What could be the Business Model Innovation? The overall accepted objective by
participants was to view the local production of biofuels as a means to become energy
independent or at least less energy dependent. To obtain sustainable success, the business
model of choice would ensure that all of the stakeholders involved progressed together at the
same pace. It was recognized that breakthroughs in technology or yield could disrupt the
progress made from the other stakeholders such as feedstock providers, investors, regulatory
changes, political endorsements, etc. Overseeing management and system flexibility and policy
and support arrangements would be needed to help the various stakeholders catch up or adjust.

Awareness and action on the various moving parts such as feedstock type, plant location,
distribution infrastructure, technological breakthroughs, employment and training, policymaking
and regulations, and changing consumer perceptions on energy usage so they move coherently
was seen as being imperative to the safe keeping of long term investments and progress in the
sector. With an understanding that each component is linked to the advancement of the others,
participants endorsed the idea that the greatest advantage for each could come from collective
advancement with minimal risk for all.
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Is ethanol arace to increase product yield, or more? The yield game for ethanol was
compared to the evolution of computer software storage space, with advances in sugar
production, cellulosic enzyme technology, and waste-to-energy processes leading to continually
improving results. Also the overall impact from increasing yields through advanced biological or
chemical techniques was seen as having several potentially dramatic effects -- on social and
economic factors due to mechanization of feedstock recovery, with possible labor dislocations
and retraining requirements for a more skilled workforce; on regulatory factors within countries;
and on geo-political factors due to shifts among energy producing countries

The group concluded that the new business model for biofuels would require attention to
increasing the yields of each component -- technology, social, regulatory and geo-political.
Already the Government of Brazil was on record as affirming that the well-being of the regional
“neighborhood” was important to the well-being of the country. Some felt that helping to shape
the respective roles and integrating their advancements could require an overall perspective
from a neutral institution such as the United Nations.

How to apply a viable new business model? At some point, all of the components and
understandings developed in theory require an actual situation where they can be measured
and monitored. In our proposed business model members of the group considered
collaborating at some level that would integrate land, labor, capital and technology in a live
setting.

Some of the meeting participants emphasized the value of sugarcane as a readily available
feedstock which could be distilled into ethanol by companies already in the sugar business.
Descriptions also were given of improved housing, health and education being provided to some
workers in the Dominican Republic. Brazilian speakers emphasized the importance of such
social services through private sector as well as government, and also the importance of a
gradual process of mechanization of harvesting, so as to avoid severe dislocations, combined
with training programs to improve skills of workers for future jobs.

Participants recognized that both the government and industry in the Dominican Republic and
elsewhere are shouldering greater social and economic burdens than the production of ethanol
alone could solve, though with a revised business model it could help. This issue was part of a
recognition of a general need to take into account the total costs and the total implications of
producing and using products, whether biofuels or petroleum or anything else. The realities of
the recent global financial crisis, and of climate change, and of international efforts in many
fields through the United Nations meant that participants from all perspectives readily grasped
this assessment.

As one example of application of this new business model, plans and activities were announced
for collaborative initiatives for biodiesel based on jatropha in communities along the border of
Haiti and the Dominican Republic. It was reported that the community biodiesel model was also
being implemented successfully in Brazil. Since the current high incidence of Haitian
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immigration to the Dominican Republic was related to extreme poverty and unrest in the home
country, it was felt that joint efforts on the frontier could have multiple beneficial results.

Can the Dominican Republic become a model for business innovation internationally?
Group members spoke of the Dominican Republic as offering a microcosm of the multiple
components needed to develop a sustainable strategy for development and production of
biofuels. It was small in size yet rich in resources to be developed and with real issues to
address within the country, on the island, and in the region.

Speakers asserted the Dominican Republic could support the growth of a basket of sugarcane
and several other varieties of ethanol and biodiesel feedstock. Production sites or communities
could serve as vocational training grounds, with results that can possibly be replicated
elsewhere. Serving as an interim field testing program, the programs undertaken could attract
persons from academic institutions, regulatory bodies, civil service entities, and companies, as
well as investors, attorneys, and elected officials. These could converge on various sites,
become engaged and exchange ideas, review results and adopt new strategies that could be
scaled and applied elsewhere.

What are the possibilities for collaboration in ethanol and other biofuels? The meeting
ended with questions that these participants and others intend to take up later in greater depth.
Initiatives to establish ‘next steps’ include a similar discussion to take place in Dominican
Republic with local representatives from the public, private, academic, field testing, and financial
sectors. Other meetings are being discussed in other Latin American and Caribbean countries.

Identifying the interests, willingness and participation of possible collaborators is a critical task
that needs to be further pursued. Representatives of government, private sector, civil society
and the United Nations agreed that such initiatives are worthwhile and deserve to be pursued.

In closing one participant summed up a critical outcome. He said, “We must stop referring to
energy in terms of dollars per gallon but rather in a way that measures the energy dependence
and options of an entire country.” The task now will be to convene more focused discussions
that take these initial perspectives and understandings and make them the basis for action, with
a business model that the investment world can embrace long term.

HitH
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Appendix A
List of those Present
Participants
Thomas |. Apperson, Managing Director, Investment Banking, Bradley Woods & Co., Ltd.

http://www.bradleywoods.com/banking/team.html

Antonio M. Bento, PhD, Associate Professor, Applied Economics and Management,
Cornell University http://aem.cornell.edu/faculty_content/bento.htm

Charles Betances, Commercial Manager, CAEI, Grupo Vicini
www.caei.com www.grupovicini.com

Brian C. Dean, President, Gateway Florida, Inc. www.gatewayflorida.org

Campos de Moya, Vice President — Communications, Grupo Vicini www.grupovicini.com

Erica Fabo, Bioenergy Research Coordinator, UN Foundation www.unfoundation.org

Daniel Faustin, MD, Executive Vice President, SIMACT, Inc. www.simact.net

David Rosenblum Felson, Research Associate, Council on Hemispheric Affairs www.coha.org

Aristides Fernandez-Zucco, Minister of State and President, Dominican Republic National
Energy Commission www.cne.gov.do

Noel P. Gurwick, PhD, Bureau of Economics, Energy and Business, US Department of State
http://www.state.gov/e/eeb/

Paul Hasbun, Energy & Industry, Grupo Vicini www.grupovicini.com

Wm. Anthony Hogan, Hogan & Company, Inc. www.grupovicini.com

John B. Howe, Vice President, Public Affairs, Verenium Corporation www.verenium.com
Lindsay Jolly, Senior Economist, International Sugar Organization www.isosugar.org

Timothy K. Judge, Vice President, External Relations and Operations, Masada Resource
Group, LLC www.masadaonline.com

Gregory B. Julian, PhD, Chair and Professor, Political Science Department, Pace University
http://www.pace.edu/page.cfm?doc_id=4108

William Kennedy, Senior Program Officer for UNFIP, UN Office for Partnerships
www.un.org/partnerships

Ingo Krieg, President, Green Power Systems, LLP www.greenpowersystems.com
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Francis Lorenzo, Ambassador, Mission of the Dominican Republic to the United Nations
www.un.int/dr

Ken Mackay, Chief Executive, MS Global Finance, LLC www.msglobalfinance.com

Guilherme Patriota, Minister Plenipotentiary, Mission of Brazil to the United Nations
www.un.int/brazil

Edgar Pichardo, Energy & Industry, Grupo Vicini www.grupovicini.com

Leticia Phillips, Government & Institutional Relations, UNICA (Brazilian Sugarcane Industry
Association) http://english.unica.com.br/

Jerry Robock, President, Community Biofuels, LLC www.communitybiofuels.com

Ivan Romero-Nasser, Deputy Permanent Representative, Mission of Honduras to the United
Nations http://www2.un.int/public/Honduras/0/English/

Jorge Selman, Trade Representative, Center for Export & Investment, Dominican Republic
(CEI-RD) www.cei-rd.gov.do

Joseph Sherman, Executive Director, IETHA — International Ethanol Trade Association
www.ietha.org

Mark Tibberts, Partner, Fulbright and Jaworski, LLP www.fulbright.com
Rafael Vélez, Energy & Industry, Grupo Vicini www.grupovicini.com
Felipe A. Vicini, Executive President, Grupo Vicini www.grupovicini.com

Arnaldo Vieira de Carvalho, Sustainable Energy Specialist, SECCI, Inter-American
Development Bank http://www.iadb.org/topics/climateChange/secci/index.cfm?

Andrew Yager, Officer-in-Charge, Water, Energy & Strategies Branch, UN Division for
Sustainable Development www.un.org/esa/dsd/index.shtml

Observers
James R. Huerta, Chief Executive Officer, ResearchPAYS®, Inc. www.researchpays.net

Richard Jordan, Non-Governmental Organization Representative, International Council for
Caring Communities http://www.international-iccc.org/

Erasmo Lara-Pefia, Adviser to the President of the UN General Assembly, former Permanent
Representative of the Dominican Republic to the United Nations www.un.org/ga

Diego Malpede, Office of the President of the UN General Assembly www.un.org/ga
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Bill Miller, Producer/Moderator, Global Connections Television
http://www.rlc.dcccd.edu/modelun/videos.php Miller’'s videos start at No. 53.

Julio Pujols, Counsellor, Mission of the Dominican Republic to the United Nations
www.un.int/dr

Manny Rivera, Senior Counsel, Fulbright and Jaworski, LLP www.fulbright.com

Kerry Stefancyk, Program Assistant, Global Foundation for Democracy and Development, and
GFDD/ FUNGLODE Representative to the UN Economic and Social Council www.funglode.org

Xenia von Lilien-Waldau, Liaison and Public Information Officer, North American Liaison Office,
International Fund for Agricultural Development (IFAD) www.ifad.org

Organizers
David Stillman, PhD, Executive Director, Public-Private Alliance Foundation
www.ppafoundation.org

Tom Kadala, President, ResearchPAYS®, Inc. and PPAF Senior Fellow www.researchpays.net

PPAF Board Members and Senior Fellows
V. Judith Bowman, former Citibank Executive and PPAF Senior Fellow

John L. German, Executive Director, Non-Profit Computing, Inc. and PPAF Senior Fellow
http://www.idealist.org/en/org/65488-252

Jeanne Betsock Stillman, President, Strategies for Development, Inc. and PPAF Board
Secretary www.stratdev.com

Scott Wright, Esq., Scott W. Wright, PC and PPAF Board Member http://www.swrightpc.com/

Volunteers and Interns
Elena Bertusi, Attorney; Intern, United Nations Office for Partnerships

Asha Castleberry, 1*! Lieutenant, U.S. Armed Forces

Makdyanet Cedeno, Intern, Mission of Dominican Republic to the United Nations and
Graduate Student, New York University

Marco Colangeli, Graduate Student, Department of Political Science, Pace University

Rosario Rodriguez, Intern, Mission of Dominican Republic to the United Nations, and
Graduate Student, State University of New York, Albany

Flavia da Rocha Leite, Engineer; Student, EF International Language School

Maria Luiza Morinigo de Souza, Attorney; Student, EF International Language School

Gregory Stillman, Commercial / Film Production Professional

Samantha Young, Graduate Student, University of Toronto
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