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          2                 CHAIRPERSON GENNARO:  A catchy title

          3  to this morning's Hearing.  There are simply no two

          4  ways about it.  In the U.S. we burn a lot of

          5  petroleum-based fuels, such as gasoline and diesel.

          6  For example, in 2005, the nation burned just over 20

          7  million barrels per day of petroleum with a total

          8  world petroleum consumption at just over 80 million

          9  barrels per day.  The U.S. consumes at one-fourth of

         10  all petroleum burned worldwide each year. Imagine

         11  that.

         12                 There are severe consequences of this

         13  great level of consumption.  First, that we rely

         14  heavily on imported oil, much of which comes from

         15  unstable regions or nations, some of which are run

         16  by regimes that we do not want to support, much less

         17  rely upon. Number two, we emit great quantities of

         18  pollution, including NOx, SOx, PM, carbon monoxide,

         19  CO2, toxins, you get the picture.

         20                 As many of those in the room here

         21  know, pollution from burning all this fossil fuel

         22  poses serious threats to our health and to our

         23  environment.  It certainly contributes to the City's

         24  high rate of asthma, to breathing ailments,

         25  especially for young, old and the infirm.  It
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          2  certainly contributes to cancer and other lung

          3  diseases, heart disease.  It has also been much in

          4  the news recently for its impact on global warming,

          5  which here in the City is expected to lead to more

          6  health problems, as well as potentially devastating

          7  impacts on our infrastructure and natural systems.

          8                 We heard yesterday, just on a side

          9  note, that the Mayor released a carbon inventory

         10  yesterday.  We're going to be hearing a lot more on

         11  April 22nd, Earth Day, about our efforts to reduce

         12  greenhouse gases, so those of you who missed that

         13  press conference, it was a wonderful thing.  We're

         14  going to be doing great things there.

         15                 But back to today's topic.  Biofuels,

         16  namely, ethanol, biodiesel and bioheat have

         17  significant potential to address some of these

         18  adverse effects of fossil fuel use.  By displacing

         19  gas and diesel, these biofuels offer the opportunity

         20  to cut down on our reliance on foreign oil, making

         21  us more energy secure, and by cutting emissions they

         22  help clean up New York City's air and curb its

         23  emissions of global warming pollution.

         24                 Biofuels can also be produced by

         25  renewable sources. In some cases, they can or at

                                                            5

          1  COMMITTEE ON ENVIRONMENTAL PROTECTION

          2  least may soon be able to utilize waste materials

          3  that would otherwise be discarded, thereby providing

          4  additional benefits.

          5                 On the other hand, each of the

          6  biofuels we will discuss today comes its own

          7  potential limiting factors or other obstacles to its

          8  use in the City.

          9                 So today I hope that we can delve

         10  into all these matters a little more deeply in order

         11  to assess the opportunities that biofuels may

         12  present to New York City, as well as the obstacles

         13  that may hinder their application.  It is my hope

         14  that by so doing we can begin to identify the

         15  elements of a strategy for adding biofuels, as

         16  appropriate, to the set of tools that New York City

         17  can use to fight the environmental and other

         18  problems that are associated with our current

         19  petroleum dependence.

         20                 I should note that last year I gave

         21  direction to the staff to begin the process of

         22  drafting legislation to promote biofuels in New York

         23  City.  I continue to be very serious about this

         24  legislation and look to this morning's Hearing to

         25  further guide this bill writing process.
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          2                 So to help us sort through the

          3  opportunities and obstacles related to use the

          4  biofuels in New York City, we have invited and will

          5  hear from the Administration, from biofuels experts,

          6  from advocates for the environment, and others.

          7  We're very grateful for everyone who is here with us

          8  today.

          9                 Before we call our first witness, I

         10  just want to recognize the members that we have in

         11  attendance.  We have Council Member Stewart, Council

         12  Member Recchia, Council Member Melissa Mark-

         13  Viverito, Council Member Vallone, and making his

         14  maiden voyage as a member of the Committee, Vincent

         15  Ignizio.  It's a pleasure to you here, Vinnie.

         16  Vinnie worked on Council staff for many years, as

         17  did I, and was elected to the State Assembly and now

         18  is chosen to represent the 51st District, and we

         19  congratulate him on his election and welcome him

         20  here, not only to the Council, but on this

         21  Committee.  We all miss Andrew, who's moved on and

         22  is doing other things, but we're very, very happy

         23  and proud to have Vincent among us.

         24                 So I just want to thank the staff of

         25  the Committee, the Committee Counsel, Donna
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          2  DeCostanzo, Policy Analyst, Dan Avery, my Chief of

          3  Staff, Peter Washburn, and so without further ado,

          4  we'll call up the representatives of the Bloomberg

          5  Administration, Rocco DiRico of the Department of

          6  Sanitation, Galileo Orlando of DOT, Keith Kerman

          7  from the Parks Department.

          8                 It's a pleasure to have you gentlemen

          9  here with us today.  The Counsel to the Committee

         10  will swear you in in a moment, but before that

         11  happens, I just want to let you know that I'm very

         12  aware of the good things that each of your agencies

         13  have been doing with regard to the use of different

         14  kinds of fuels and biofuels, and I know that the

         15  Department of Sanitation has been the recipient of

         16  an award from the Federal EPA.  I hear from many

         17  folks who I talk to in the fuels business about the

         18  wonderful things that you're doing, and I hope that

         19  your testimony you talk a little bit more about some

         20  of the good things that you're doing, and we're just

         21  grateful to have you here with us.  The Counsel to

         22  the Committee will swear you in, after which you can

         23  present your testimony.  Donna?

         24                 COUNSEL TO THE COMMITTEE:  Please

         25  raise your right hand.  In the testimony that you
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          2  are about to give, do you swear or affirm to tell

          3  the truth, the whole truth and nothing but the

          4  truth?

          5                 MR. DIRICO: Yes.

          6                 MR. ORLANDO: Yes.

          7                 MR. KERMAN:  Yes.

          8                 COUNSEL TO THE COMMITTEE:  Thank you.

          9                 CHAIRPERSON GENNARO:  Just be sure to

         10  state your name for the record and then proceed with

         11  your statement.

         12                 ASSISTANT COMMISSIONER DIRICO:  Good

         13  morning, Councilman Gennaro, Members of the

         14  Committee on Environmental Protection.  I'm Rocco

         15  DiRico, Assistant Commissioner for Support Services,

         16  the New York City Department of Sanitation.

         17                 I have with me here today supervisor,

         18  Spiro Kattan (phonetic).  He's our alternate fuels

         19  supervisor and leader.  And certainly I'm here today

         20  to testify about Sanitation experience with

         21  biofuels.

         22                 The Department of Sanitation has

         23  always taken a proactive approach to testing and

         24  utilizing advanced pollution control technology and

         25  alternative fuels, and our clean air accomplishments
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          2  have been nationally recognized as the most advanced

          3  among the large, heavy duty fleets in the U.S.

          4                 As you know, DSNY's first experience

          5  with biodiesel goes back approximately seven years

          6  when we started utilizing ethanol fuel, known

          7  commonly as E85, to comply with Local Law Number 6.

          8  E85 is a blend of 85 percent ethanol and 15 percent

          9  unleaded gas.  It is domestically produced, emits

         10  lower exhaust pollutants and helps reduce our

         11  nation's dependence on foreign oil.

         12                 Today, Sanitation dispenses E85 from

         13  six facilities citywide and operates a fleet of

         14  approximately 500 flex fuel vehicles capable of

         15  running on ethanol.  DSNY must make sure that E85 is

         16  not dispensed into a non-FFV vehicle.

         17                 The use of E85 in a non-FFV vehicle

         18  can lead to driveability issues and premature fuel

         19  system failures.  To minimize startability,

         20  driveability problems during cold weather, during

         21  the winter a 70 percent blend of ethanol and 30

         22  percent gasoline is used.  E85 does require some

         23  special handling when servicing a vehicle's fuel

         24  system.  Although the use of E85 has posed some

         25  operational challenges, our experience has been
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          2  positive overall.

          3                 In keeping with Sanitation's

          4  pioneering spirits in complying with our

          5  government's goal to reduce our nation's dependence

          6  on foreign oil, we proactively commenced a B5

          7  biodiesel pilot to explore utilization of a

          8  domestically produced renewable fuel into the DSNY

          9  fleet and building heat as well.  The product has

         10  been utilized in a Bronx fleet of approximately 40

         11  vehicles, as well as one building in Manhattan, once

         12  again, for a heating system.

         13                 B5 is a blend of 5 percent bio, as

         14  you probably know, and 95 percent ultra low sulfur.

         15  Biodiesel is environmentally friendly and can be

         16  used with existing diesel fuel infrastructure.  When

         17  used at higher concentrations, biodiesel helps to

         18  reduce exhaust pollutants even further.  It is our

         19  intention to begin testing biodiesel blends in the

         20  amount of B20 in select Sanitation districts this

         21  spring in tandem with Mack Truck once the weather

         22  conditions become more suitable.

         23                 To date, we have consumed over 37,000

         24  gallons of B5 without any depreciable difference in

         25  fleet operations.  A close examination of large
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          2  quantities of filters from both the fuel dispensers

          3  and vehicles in the Bronx did not reveal anything

          4  unusual in terms of contamination and/or any

          5  elements from B5 fuel.

          6                 Fuel analysis conducted by Sanitation

          7  and DCAS indicated that the product did meet the

          8  ASTM standards for diesel fuel quality.

          9                 During the few cold weather spells we

         10  encountered this winter season, B5 product did not

         11  have a negative impact of any sort on our operation.

         12                 Even with the benefits of biodiesel

         13  has to offer, agencies must take a prudent approach

         14  when using this product. Blends of B20 or higher may

         15  be susceptible to gelling during winter weather

         16  operations.

         17                 If I may, I do have a hand out, a

         18  color photograph, of what happens to biodiesel when

         19  you're at below freezing temperatures in B5

         20  strengths, B20 strengths and B100 strengths, I

         21  believe it's somewhere up on the table.  The

         22  particular photograph depicts a 19 degree day. When

         23  you look at the photo, the B5 is transparent,

         24  perfectly refined.  The B20 has some evidence of

         25  gelling, and the B100 is about the consistency of
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          2  peanut butter.

          3                 So based on what we've seen so far,

          4  the B5 is fine, and it can be rolled out citywide at

          5  a moment's notice with the right preparations, just

          6  provided the economics work.  But B20 may become an

          7  issue during cold winter months in New York City.

          8                 So we intend, as I said earlier, we

          9  intend to work with Mack Truck to test B20 in about

         10  a month, run it right through up until November.

         11  Our expectation is that it would be fine, but once

         12  the temperatures drop, we have concerns about what

         13  you'll see in the photograph depicted.

         14                 At some point there may be some

         15  additives that can be introduced, but at this time a

         16  roll out of B5 is really the safest move to make at

         17  this point.  But the B20 is being looked at, and

         18  certainly we will do everything in our power to see

         19  if that can be worked out through the winter months.

         20                 A couple of other notes.  Biodiesel

         21  blends may and do affect engine warranties, whether

         22  it be Mack Truck, Cummins, Detroit Diesel, whoever

         23  it may be.  I don't believe any of them allow the

         24  use of B20 or higher at this time, although they're

         25  all becoming more flexible considering what we're up
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          2  against and, again, once again, that's why we're

          3  testing.

          4                 Biodiesel may not be fully compatible

          5  with certain materials used in older engines, so we

          6  need to be careful with that, but the B5 level is

          7  negligible.  There wouldn't be any issue. Of course,

          8  the biodiesel is subject to market rates and

          9  volatility.  I think DCAS can better comment on the

         10  rates and the delta associated with the difference

         11  in cost, but it's pretty negligible at this time.

         12  It's very critical that B100 stock be used when

         13  blending for biodiesel of any sort, of any strength.

         14                 The Cummins Engine Corporation

         15  requires that biodiesel fuel blends be purchased

         16  from a BQ9000 certified marketer, and users should

         17  follow the biodiesel handling and user guidelines

         18  issued by the United States Department of Energy.

         19  That's the end of the bullets, I guess at this

         20  point.

         21                 In 2006, the DSNY's current supplier

         22  of biodiesel is Sprague Energy, became the first oil

         23  terminal operator in the United States to earn the

         24  BQ9000 marketing status.  The BQ9000 status proves

         25  that Sprague has demonstrated the ability to provide
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          2  biodiesel that meets the ASTM standards for

          3  biodiesel as a blend stock for ultra low sulfur

          4  diesel and heating oil.

          5                 In March of '07 DSNY expanded the use

          6  of B5 throughout the entire on and off road diesel

          7  fleets in Bronx and Manhattan although I must step

          8  back and say that that has not been done yet, but it

          9  is in progress.  As we require fuel deliveries, it

         10  is our intention to take B5 in the Boroughs of the

         11  Bronx and Manhattan.

         12                 As stated earlier, DSNY plans to test

         13  B20 in our fleets at select locations throughout the

         14  Bronx and Manhattan.  We also plan to continue

         15  testing bioheat in our buildings.

         16                 To better understand the direction of

         17  biofuels in the State of New York on March 14th I

         18  attended a one- day symposium on biofuels organized

         19  by the Environmental Business Association of New

         20  York State, and at this symposium there was a strong

         21  interest in manufacturing and promoting the use of

         22  biofuels in the State of New York.

         23                 Sanitation is proud of its

         24  accomplishments and pledges to continue doing our

         25  share to keep the air in New York City clean and
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          2  help reduce our nation's dependence on foreign oil.

          3  Thank you for the opportunity to testify this

          4  morning, and I certainly would be happy to answer

          5  any questions you may have.

          6                 CHAIRPERSON GENNARO:  Thank you, Mr.

          7  DiRico.  I'll withhold my questions on your

          8  testimony until we hear from the full panel.  So the

          9  next witness.

         10                 MR. KERMAN:  Good morning, Chair

         11  Gennaro and Members of the Environmental Protection

         12  Committee.  On behalf of Mayor Bloomberg, First

         13  Deputy Mayor Patty Harris and Commissioner Benepe,

         14  my name is Keith Kerman, and I'm the Chief of

         15  Operations for the Parks Department.  I'm joined

         16  today in addition to my fleet friends, it's rare to

         17  get the fleet group into one of these hearings, but

         18  we meet a lot in kind of different settings.  But

         19  I'm joined by Michael Schnall, our Director of

         20  Government Relations at the Parks Department.  Thank

         21  you for the opportunity to discuss our use of

         22  biofuels in our fleet program.

         23                 Parks operates about 650 fleet

         24  vehicles and equipment pieces that use diesel fuel.

         25  We use these units to remove garbage from within
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          2  parks and playgrounds, care for New York City's

          3  street and park trees, cleaning the sand in our 14

          4  miles of public beach, and support special events in

          5  every borough.  We dispense this fuel from 10 Parks

          6  Department managed fueling sites in every borough.

          7  In 2006, these vehicles used 540,000 gallons of

          8  diesel fuel costing about $1.2 million, I believe.

          9                 Parks uses ultra low sulfur diesel at

         10  all of our fueling sites, like I think we all do.

         11  In the last two years, we have also been testing the

         12  use of biodiesel made from soy beans. Biodiesel is a

         13  domestically produced and renewable fuel source that

         14  provides reductions in harmful emissions as compared

         15  to standard diesel fuel.

         16                 In the fall of 2006, Parks initiated

         17  the use of biodiesel at our fuel sites in the Bronx

         18  and in Staten Island serving about 200 of our diesel

         19  trucks.  We used biodiesel 20, which was talked

         20  about a little bit, a mix of 20 percent biodiesel

         21  and 80 percent ultra low sulfur diesel.  The B20

         22  blend does not require any modifications to vehicle

         23  engines or to fueling sites. Basically, we just

         24  bought the fuel and introduced it.

         25                 The EPA estimates that B20 reduces
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          2  particulate matter by 15 percent.  It's specific to

          3  the asthma issue.  Carbon monoxide and sulfates by

          4  20 percent, and when you look at the complete

          5  production cycle, how it's grown and produced, B20

          6  can also result in 15 percent less carbon dioxide

          7  emissions addressing the specifically the issue of

          8  global warming.

          9                 Our experience with biodiesel has

         10  been very positive.  The biodiesel is procured from

         11  Sprague Energy, as was mentioned, and that's the

         12  company that provides all other diesel for the City

         13  through citywide contracts with DCAS, so we didn't

         14  need special procurements to go through a whole

         15  different kind of procurement and vetting cycle.

         16  We're getting that from a qualified and certified

         17  company that's already the City's fuel provider.

         18                 All our trucks and our fuel sites

         19  have operated normally, and we have no reports of

         20  maintenance or repair concerns due to biodiesel.

         21                 When we began this initiative, our

         22  research into biodiesel had identified four areas of

         23  potential concern.  First, biodiesel has solvent

         24  properties, basic cleaning properties that could

         25  cause the clogging of fuel filters in fuel systems.
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          2  It will clean waste debris within your fueling

          3  system, clean it out.  It's usually a good thing,

          4  but if it happens too quickly, you can clog your

          5  fueling systems, and that is actually very

          6  expensive, as we all know, to deal with.

          7                 Secondly, biodiesel decomposes more

          8  quickly than regular diesel, and the estimates are

          9  that you need to turn it around and use it within

         10  six to nine months.  You don't want to keep

         11  biodiesel sitting in an engine or in a tank for long

         12  periods of time.

         13                 Third, biodiesel blends over 20

         14  percent, and as was discussed, may undermine some

         15  manufacturer warranties if the damage is

         16  attributable to the fuel.  We have not experienced

         17  that.  I believe Cummins has just recently

         18  authorized the use of 20 percent biodiesel.  It may

         19  be the first engine manufacturer to do that. But

         20  right now manufacturer warranties are a potential

         21  concern for over 20 percent biodiesel, and that's

         22  something that has to be considered seriously.

         23                 Finally, in the cold weather months

         24  biodiesel will gel up at temperatures much higher

         25  than regular diesel.  To date, only the cold weather
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          2  issue has had any impact on us.  In the first cold

          3  weeks this December in 2006, we did experience

          4  limited gelling of fuel in delays starting some

          5  trucks on particularly cold mornings.  It did

          6  happen.  There was no damage to the trucks. There

          7  was literally a delay in starting the vehicles, not

          8  much different than you sometimes experience on cold

          9  days generally, but we did know it was attributable

         10  clearly to the fuel.

         11                 As a result, for at least our first

         12  year, we switched to B5 for the rest of the winter.

         13  We've had no gelling or other concerns, as

         14  Sanitation mentioned, with B5 at all.

         15                 As of March, 2007, this year and

         16  currently, Parks is now using B20 fuel at all 10 of

         17  our fuel sites and for all the Parks Department

         18  diesel equipment.  Our current plan is to use B20

         19  throughout our busy season, through March into

         20  November, and to switch to B5 for the winter.

         21                 We historically use two fuels.  For

         22  decades, the Parks Department would use a cold

         23  winter fuel and a regular nine month fuel, so this

         24  is not something that's unusual for us.

         25                 We also hope, we haven't finalized
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          2  that with DCAS, but we hope to pilot and test B50 at

          3  at least one site this summer. As been mentioned,

          4  when you do get into higher blends, the

          5  environmental potential benefits are better, but you

          6  can have more potential vehicle issues.  You are

          7  starting to push the limits of engines and

          8  warranties and how the vehicles may operate.  It

          9  doesn't mean it's not a good idea, but you do open

         10  up more potential concerns there.

         11                 So far, biodiesel's been very a

         12  successful component of Parks' many efforts to

         13  expand the use of sustainable practices, fueling

         14  sources and products.

         15                 Parks was first introduced to

         16  biodiesel at our annual fleet and equipment show on

         17  Randall's Island on Tuesday, May 22nd from 9:00 a.m.

         18  To 3:00 p.m.  We look forward to hosting our 19th

         19  show, been doing this for two decades.  The show is

         20  free to vendors, to all of you, to the public, and

         21  we expect over 130 companies to come out and display

         22  the best and latest in trucks, in equipment, in

         23  fueling, in alternative energy.  So we have some

         24  distributions, some flyers, but we hope you all come

         25  out.  It's a fun show, and it's free food.  It's a
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          2  chance to take an interest in trucks, at least one

          3  day here, and have some fun with it.

          4                 Parks is very excited about

          5  continuing to build a parks system that will be more

          6  accessible to all New Yorkers and allow us to expand

          7  our fitness, greening and community development

          8  agendas that have been the guiding principles over

          9  the last five years.  We're working to integrate

         10  into everything we do that we contribute to the

         11  health of our air, water and land with the use of

         12  environmentally friendly initiatives, and we believe

         13  we're the only carbon positive agency since we plant

         14  the trees.

         15                 As we continue to improve the

         16  aesthetic environment of our City green spaces, the

         17  use of biofuels is just one initiative.  We are

         18  engaging in others to help keep our environment

         19  clean, and we appreciate tremendously the

         20  progressive and innovative leadership of Mayor

         21  Bloomberg, and we look forward to answering your

         22  questions.

         23                 CHAIRPERSON GENNARO:  Thank you, Mr.

         24  Kerman.  I appreciate your testimony.  Mr. Orlando,

         25  right?
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          2                 ASSISTANT COMMISSIONER ORLANDO:  Good

          3  morning, Chairman Gennaro.

          4                 CHAIRPERSON GENNARO:  I just to want

          5  to let you know this is the flyer for the show.

          6  There you go.  The vehicle and equipment show.

          7  Thank you.  I'm sorry, Mr. Orlando.

          8                 ASSISTANT COMMISSIONER ORLANDO:  Good

          9  morning, Chairman Gennaro and Members of the

         10  Environmental Protection Committee.  My name is

         11  Galileo Orlando, and I'm Assistant Commissioner for

         12  Roadway Repair and Maintenance at the New York City

         13  Department of Transportation. I'm joined by Lou

         14  Calcadno (phonetic) of our alternate fuels group at

         15  DOT.  This testimony will focus on DOT's pilot

         16  program to evaluate biodiesels, specifically B20.

         17                 Biodiesel is an alternate diesel fuel

         18  that is produced from vegetable oils and animal fats

         19  that could include recycled restaurant oils.  It

         20  could be used alone, but is more commonly mixed with

         21  regular diesel.

         22                 Biodiesel has significantly lower

         23  emissions than petroleum diesel.  For example,

         24  according to a 2002 USEPA study, B20 biodiesel has

         25  20 percent less hydrocarbon emissions, 10 percent
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          2  less particulate matter, and 11 percent less carbon

          3  monoxide than conventional petroleum diesel.

          4  However, the EPA does report a slight increase, one

          5  to two percent, in NOx emissions and a similar

          6  decrease in fuel economy.

          7                 As you have heard, the Department of

          8  Sanitation and the Department of Parks and

          9  Recreation have already established a biodiesel

         10  program for some of their diesel fuel equipment.

         11  Starting this summer, DOT will also begin a pilot

         12  program utilizing B20 biodiesel.

         13                 The purpose of DOT's biofuel pilot

         14  program is to examine any operational, mechanical or

         15  logistical concerns that may arise from the use of

         16  B20 in the Department's equipment.  We will use the

         17  diesel fuel equipment assigned and operated at our

         18  Roadway Repairs Maintenance Division's Central

         19  Depot, based at the Brooklyn Army Terminal in

         20  Brooklyn.  There are approximately 130 pieces of

         21  equipment to be included in this program.  This

         22  equipment is utilized in the resurfacing program in

         23  the Boroughs of Brooklyn, Queens and Manhattan and

         24  consist predominantly of dump trucks and dump

         25  trailers, as well as some smaller miscellaneous
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          2  diesel equipment.  The fuel use is expected to be

          3  10,000 gallons a week.

          4                 However, before B20 can be utilized

          5  in our equipment, it must be retrofitted with a fuel

          6  filter suitable for biofuels.  This fuel filter

          7  retrofit process is expected to commence on or about

          8  May 1st, and we can expect to begin using the fuel

          9  by July 1st.  The estimated cost of retrofitting is

         10  $500 per truck and is a one- time expenditure.  The

         11  incremental fuel costs we expect to be three percent

         12  over the cost of the ultra low sulfur diesel fuel

         13  currently utilized, and this will be a recurring

         14  expense.  But through the cold weather operational

         15  difficulties expected with the B20, DOT plans to

         16  suspend usage on or about October 1st and then will

         17  resume usage on or about the following May 1st.

         18                 Thank you again for inviting us here

         19  today.  I'd be happy to answer any questions you may

         20  have.

         21                 CHAIRPERSON GENNARO:  Thank you, Mr.

         22  Orlando.  I appreciate your testimony.  We're joined

         23  by Council Member Yassky. I appreciate him coming

         24  today.  I have some prepared questions. Mr. Orlando,

         25  in your statement you make reference that there is a
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          2  retrofit process that you need to commence in order

          3  to do your B20 pilot, and the other agencies didn't

          4  indicate that they had to go through a retrofit

          5  process.  So I wanted to ask you about that.  So you

          6  can respond a little more about what this retrofit

          7  is, this fuel filter, I want to ask the other

          8  agencies whether or not this is something that they

          9  had to do for their vehicles as well.

         10                 MR. ORLANDO:  There's two reasons for

         11  that.  One, as Keith here from Parks referred to,

         12  was the solvency effect.  We're going right to B20,

         13  so we want to make sure we have a fair pilot

         14  program, and we're not going to be based anything on

         15  a less than optimum fuel filter.  Cummins does

         16  recommend for their engines to use a certain type of

         17  biofuel filter, but basically since we're ramping

         18  right up to the more stronger type, we want to start

         19  with clean filters to give a fair and balanced test.

         20                 CHAIRPERSON GENNARO:  I see.  Okay.

         21  Any other comment on the retrofit issue from the

         22  other agencies?

         23                 MR. KERMAN:  It's the same issue as

         24  solvency.

         25                 CHAIRPERSON GENNARO:  You have to
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          2  state your name every time you speak, just for the

          3  purpose of the record, we have to state your name.

          4                 MR. KERMAN:  Keith Kerman from Parks.

          5    It's the same issue about solvency.  We did a test

          6  with the Department of Sanitation that they helped

          7  us with where we did change the fuel filters and put

          8  new fuel filters on, I think, about 10 to 20

          9  vehicles and that's to test the solvency issue, to

         10  see how much debris from within the fuel filters and

         11  fuel tank is actually being cleaned out by the fuel.

         12    And it's absolutely true.  It's not a bad practice

         13  at all to change out all the fuel filters before

         14  doing it. You certainly have to monitor your fuel

         15  filters for that same issue.  We're taking the

         16  approach that we're monitoring them closely, and so

         17  far we haven't had to vary from our normal

         18  preventative maintenance schedule, but it's a good

         19  practice if you want to go that route.

         20                 ASSISTANT COMMISSIONER DIRICO:  Rocco

         21  DiRico, Sanitation.  I believe it's a good practice

         22  as well although in Sanitation we have a primary and

         23  secondary fuel filters, 30- day PM cycle, so what we

         24  did was we timed the use of our B5 with the PM cycle

         25  in the particular district, so that the filters were
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          2  changed on their own natural cycle ahead of it.

          3                 What I don't believe was mentioned by

          4  any of us was that the in- ground tanks, we have a

          5  couple of hundred in- ground fuel tanks around the

          6  City, and before we progress from facility to

          7  facility with the B5 or B20 or whatever it may be,

          8  we change the in- ground fuel filters just because

          9  we want to start at ground zero.  But I don't count

         10  that as an initial cost either because we do that as

         11  well as a matter of regular practice.

         12                 CHAIRPERSON GENNARO:  Okay.  Thank

         13  you.

         14                 MR. KERMAN:  Keith Kerman, Parks.

         15  Just as a note, we did change out the fuel filters

         16  on the fueling sites, the actual dispensing tanks,

         17  but that's not a major cost or project.

         18                 CHAIRPERSON GENNARO:  Okay, thank

         19  you.  We're just having a little sidebar

         20  conversation here.  We think for the purpose of the

         21  line of questioning that we may have, we should

         22  probably also call to the panel, not to testify, but

         23  to answer questions to sit up there with the other

         24  panelists, Ariella Rosenberg from the Mayor's Office

         25  who might be in a position to answer some of the
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          2  questions that are sort of part of this segment

          3  here.

          4                 COUNSEL TO THE COMMITTEE:  Please

          5  raise your right hand.  In the testimony that you

          6  are able to give, do you swear or affirm to tell the

          7  truth, the whole truth and nothing but the truth?

          8                 MS. ROSENBERG:  Yes.

          9                 COUNSEL TO THE COMMITTEE:  Thank you.

         10                 CHAIRPERSON GENNARO:  It's been good

         11  to hear of the plans for the Department of

         12  Sanitation and Transportation and Parks.  We want to

         13  talk about City agencies as well.  What additional

         14  plans, if any, do other City agencies have for

         15  expanding their own use of biodiesel?  If any of you

         16  gentlemen know anything about that or perhaps

         17  Ariella.  If you know anything about other agencies'

         18  plans to sort of use biodiesel.  Anybody?

         19                 MS. ROSENBERG:  Thanks for the

         20  opportunity.

         21                 CHAIRPERSON GENNARO:  Say your name

         22  for the record.

         23                 MS. ROSENBERG:  Ariella Rosenberg

         24  Marin.  As you know, we're working on PlaNYC, the

         25  sustainability plan, which will be released in a
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          2  couple of weeks.  One thing that has come to our

          3  attention throughout this process, and which you may

          4  have heard at yesterday's press release on our

          5  greenhouse gas inventory, that 79 percent of our

          6  greenhouse gas emissions comes from buildings, of

          7  which about 50 percent is from heating and hot

          8  water.  So there are definitely cleaner ways that we

          9  can heat and create hot water for our buildings.

         10                 Some of this comes through

         11  efficiency, which you will all hear a lot more of

         12  that one when the plan is released, but some of it

         13  is from using cleaner fuels in our buildings.  So

         14  we're currently evaluating ways to do so, both by

         15  working with the state potentially on sulfur

         16  standards in heating oil, but then also looking at

         17  what we could do in our own buildings as well.

         18                 Something through this analysis we

         19  found is that over 450 of our schools use Number 4

         20  and Number 6 heating oil, which are pretty dirty.

         21  So cleaning those is a priority.  It's expensive.

         22  We've heard from NYPA and SCA that it's about $2.5

         23  million per boiler to replace.  However, by

         24  replacing these boilers we allow for the opportunity

         25  to use other cleaner fuels, natural gas, Number 2
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          2  heating oil and biodiesel become an option as well.

          3                 CHAIRPERSON GENNARO:  Thanks for

          4  taking me where I was going to go anyway with regard

          5  to stationary sources and bioheat.  You were just

          6  talking about the use in schools, and you indicated

          7  that you would have to change the boilers, change

          8  the burners in order to do that?

          9                 MS. ROSENBERG:  Well, it depends on

         10  the type of boiler.  It depends on the type of

         11  school that's being heated.

         12                 CHAIRPERSON GENNARO: Because we just

         13  done getting coal boilers out.  Wasn't it only a

         14  couple of years ago that we retired the last coal

         15  boiler, and it was like --

         16                 MS. ROSENBERG:  There is current no

         17  more coal.  But we still have --

         18                 CHAIRPERSON GENNARO:  And it was like

         19  a zillion dollars to do that, so do we have to do

         20  another complete replacement of all the boilers?

         21                 MS. ROSENBERG:  Well, some over time.

         22    It will be time to replace them anyway, but

         23  prioritizing the replacement of these dirty burning

         24  boilers, especially in neighborhoods where asthma

         25  rates are especially high has to become a priority.
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          2                 CHAIRPERSON GENNARO:  But is it

          3  necessary to change boilers in order to do bio heat

          4  in schools?  Is it necessary to do that in every

          5  case?  Or can you just introduce the fuel?

          6                 MS. ROSENBERG:  I can't answer the

          7  technical aspects of that right now, but I can tell

          8  you we're exploring a variety of cleaner fuels and

          9  the most cost effective way to do that.

         10                 CHAIRPERSON GENNARO:  The purpose of

         11  today's Hearing is to look at what the obstacles

         12  are, what the opportunities are. I just need a

         13  little something more in terms of what the

         14  opportunities are and what the obstacles are.  I

         15  don't think that would violate any of the details of

         16  the plans for the big plan, which is coming on April

         17  22nd.  But certainly, you can talk a little bit

         18  about what the opportunities may be, and what the

         19  obstacles really are in a little more specificity

         20  than what you're saying now.

         21                 MS. ROSENBERG:  There's really not

         22  much more that I could say, not because I don't want

         23  to give out details, but because we're still

         24  exploring this and looking into it, but we do know

         25  that, at least for these boilers that are burning
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          2  the Number 4 and Number 6 oils, in order to use

          3  cleaner fuels, we do have to switch them out, in

          4  some cases potentially just the burners, in a lot of

          5  cases the entire boilers.  The average cost as we

          6  looked into this about $2.5 million, which, if you

          7  consider there's 450 of these boilers in schools, is

          8  a significant amount of money, so that is a large

          9  challenge.

         10                 The opportunity is once you do change

         11  over these boilers, there's a variety of cleaner

         12  fuels, one of which is biofuel that can be used.  In

         13  addition, what we have seen is in many cases not

         14  only can you switch to just Number 2 fuel oil, which

         15  is cleaner, and we're hoping to improve standards,

         16  so that it becomes even cleaner than it is, but you

         17  can combine Number 2 and biofuels as well.

         18                 CHAIRPERSON GENNARO:  Okay.  Thank

         19  you.  We're joined by Council Member Koppell, a

         20  member of the Committee it's a pleasure to have, and

         21  Council Member DeBlasio is here as well, who has a

         22  hearing elsewhere in the building.

         23                 There are many environmental benefits

         24  for using biodiesel, but it is our understanding

         25  that there has been a concern about using biodiesel
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          2  in mobile sources due to a slight increase in NOx

          3  emissions, and I know that the gentleman from DOT

          4  had mentioned that in his testimony as well.  Is

          5  this your understanding, and has this problem been

          6  addressed in your opinion? Anyone who wishes to

          7  answer.

          8                 ASSISTANT COMMISSIONER ORLANDO:

          9  Galileo Orlando from DOT.  I did mention that the

         10  USEPA did report a slight increase, but I think if

         11  you look at the other decreases, it more than

         12  overcomes.  You're talking in the order of a

         13  magnitude of 10 to 20 percent on the hydrocarbon and

         14  particulate matter, and one to two percent on the

         15  NOx end of it.  So ultimately you end up with a

         16  benefit.

         17                 Also, I want to point to the fact

         18  that most of the City fleets, under Local Law I

         19  believe 38, and 77, is introducing retrofits to

         20  reduce particulate matter, in some cases NOx, on

         21  their existing equipment.

         22                 CHAIRPERSON GENNARO:  That was going

         23  to be my follow- up is that something we don't

         24  really want to see anything go up if there's any way

         25  around that, and what might be an opportunity to
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          2  sort of speak to that.  It's your testimony that the

          3  particulate traps, or whatever, that the retrofit

          4  device could give some benefit in that area.  Has

          5  that actually shown to be the case?  Do they

          6  actually hold that check and lead to no increases in

          7  NOx emissions if you use that thing properly?

          8                 ASSISTANT COMMISSIONER ORLANDO:

          9  Well, it will lead to a reduction. Again, using the

         10  biodiesel may lead to a very slight one to two

         11  percent increase according to the USEPA, but overall

         12  there's a benefit.

         13                 CHAIRPERSON GENNARO:  Thank you.

         14  What types of federal and New York State incentives

         15  and funding might be available, or are currently

         16  available for the purchase and use of biodiesel by

         17  the City?  Incentives, funding incentives, anybody

         18  giving anything away?

         19                 ASSISTANT COMMISSIONER DIRICO:  Rocco

         20  DiRico, Sanitation.

         21                 CHAIRPERSON GENNARO:  It's a DCAS

         22  question that is?

         23                 ASSISTANT COMMISSIONER DIRICO:  I

         24  believe so, yes.  The contracts are managed by DCAS,

         25  and there are some incentives at the production
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          2  level, at the supply level, but for us I believe

          3  there's no direct federal or grant monies available

          4  just yet, but my anticipation is that that's going

          5  to change in the very near term.  There are tax

          6  incentives for the use of CNG.  I know that's a

          7  different subject matter, but just like that's

          8  become available, I would expect that biodiesel will

          9  have the same benefit going forward.

         10                 CHAIRPERSON GENNARO:  Okay.  So so

         11  far it's kind of like more for the makers rather

         12  than for the consumers?

         13                 ASSISTANT COMMISSIONER DIRICO:  Yes,

         14  at this point more for the producer, but, once

         15  again, I think everybody in the room knows what's

         16  happening, and my sense is that something will be

         17  coming out.

         18                 CHAIRPERSON GENNARO:  Okay.

         19                 MS. ROSENBERG:  If you just want the

         20  specifics, there's a New York State tax credit of 20

         21  cents on the gallon for B20, five cents for B5, and

         22  two cents for B2, et cetera.  There's also a federal

         23  tax credit for investment.  It's $1.00 per gallon at

         24  this point.  There was at one point additional state

         25  incentives that came from NYSERDA, which had expired
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          2  and that many hope will return once again.

          3                 In addition, a big way to reduce the

          4  cost is to not have to transfer our biodiesel from

          5  far away and actually have it created in the City.

          6  We know that there are folks working on that. A few

          7  of them are here in this room.  One in particular

          8  actually received money from the IDEA with the City

          9  support, so the City is supporting having

         10  manufacturing generation of biodiesel right here in

         11  New York City, which is not only providing job

         12  through^ just as the transport costs of biodiesel as

         13  well.

         14                 CHAIRPERSON GENNARO:  Okay.  Thank

         15  you.  Someone in their testimony talked about the

         16  use of bioheat in one of the agencies.  I think it

         17  was Sanitation.  Would you talk a little about your

         18  experience with bioheat?

         19                 ASSISTANT COMMISSIONER DIRICO:  Yes,

         20  once, again, Rocky DiRico, Sanitation.  Yes, in one

         21  of our Manhattan districts we've used approximately

         22  10,000 gallons of B5, in fact, Manhattan 8 in

         23  particular in the boiler systems over there.  We've

         24  had absolutely no issue whatsoever, and to talk a

         25  little bit about what we mentioned earlier about
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          2  school systems, or I can't speak of schools in

          3  particular, but obviously, there are some facilities

          4  out there in City government that are very, very old

          5  and the boilers are probably quite questionable in

          6  general.  But I believe that any boiler that you can

          7  replace the burner mechanism on, most probably could

          8  burn B5.  And replacing a burner is a whole lot

          9  different than replacing a boiler, so Sanitation's

         10  intention, we have almost 200 facilities, by the

         11  way.  It's our intention to roll that B5 out to all

         12  our heating plants at some point.  To talk a little

         13  bit more about heating plants, the --

         14                 CHAIRPERSON GENNARO:  Just to jump in

         15  on that though, so that was going to be my next

         16  question anyway about how you might expand this, but

         17  as you go forward and do the expansion, you'll try

         18  it on the burner to see if it works, and if it looks

         19  like that you need to change the burner to do that,

         20  then you would do that?  So you're not going to

         21  change all burners at first?

         22                 ASSISTANT COMMISSIONER DIRICO:  No,

         23  no.

         24                 CHAIRPERSON GENNARO:  You'll see how

         25  it goes, and then change accordingly?

                                                            38

          1  COMMITTEE ON ENVIRONMENTAL PROTECTION

          2                 ASSISTANT COMMISSIONER DIRICO:  In

          3  fact, this plan is in place already. We would move

          4  to our newer facilities, again, there's quite a

          5  number of them, but move to the newer facilities

          6  where there's absolutely no issue whatsoever and

          7  just go ahead and transition to B5.  The only thing

          8  we would do in those facilities would be, once

          9  again, as I mentioned earlier, to change the filters

         10  in the supply tanks so that you know that you're

         11  starting fresh, which is, again, a natural

         12  progression for building maintenance.  So we don't

         13  see that as an additional cost.

         14                 As you get into the medium range, and

         15  older boilers we'll certainly have to tip toe and be

         16  more careful.  In some cases, you can heat your hot

         17  water, and maybe not your building heat.  But in

         18  either case, if we're going from the newest to the

         19  medium level to the oldest level, and it's our

         20  expectation that it's not going to be much of an

         21  issue, as long as we stick with B5.

         22                 The other thing about facilities is

         23  that often times the storage tanks for the boilers

         24  are indoors, so the winter season concerns we have

         25  for the vehicle fleets, because the in- ground tanks
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          2  during the course of the winter pose a problem for

          3  the vehicles.

          4                 CHAIRPERSON GENNARO:  Right, they're

          5  outside.

          6                 ASSISTANT COMMISSIONER DIRICO:

          7  Right.  Right.  In many cases, the facilities' tanks

          8  are indoors, so we may even be able to go beyond B5.

          9    I certainly wouldn't want you to quote me on that,

         10  but it's my expectation that we might be able to go

         11  beyond B5 where the tanks are indoors because that's

         12  the only thing preventing us from going beyond B5 on

         13  our vehicles is the winter season.  New York City's

         14  climate obviously is pretty radical, so I just want

         15  to make that clear.

         16                 CHAIRPERSON GENNARO:  Sure.

         17                 ASSISTANT COMMISSIONER DIRICO:  Where

         18  possible, it will go beyond that. And also, I don't

         19  know if it's appropriate, but we're also looking at,

         20  we're looking at solar power.  I mean, these

         21  facilities, there's a lot to think about going

         22  forward.  We haven't made any moves as yet, but

         23  we're looking into solar power and wind power and

         24  things of that nature, and we expect to aggressively

         25  pursue it. Maybe using solar power in some cases you
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          2  can at least offset the hot water aspect.

          3                 CHAIRPERSON GENNARO:  Right.

          4                 ASSISTANT COMMISSIONER DIRICO:  Of

          5  your building or of your energy needs.  It doesn't

          6  have to be everything.  It could just be a portion

          7  of the energy consumption, so we need to talk to OMB

          8  and to the City of New York about that before we

          9  pursue it, but those are the things that we're

         10  looking at right now in terms of facilities.

         11                 CHAIRPERSON GENNARO:  Well, thank

         12  you.  I certainly appreciate those comments and

         13  great to see that agencies are moving forward on

         14  biodiesel, on other kinds of renewables without an

         15  overarching City policy on that, which, as I

         16  mentioned at the outset in my opening statement, is

         17  the subject of a bill request that I've had in for a

         18  year.  But in deference to the sustainability

         19  initiative, where I know this is being discussed,

         20  while we're waiting for that process to go forward,

         21  and we know that good things are going to come out

         22  that.

         23                 I'll just mention anecdotally that

         24  Local 01 that was passed this year regarding

         25  cleaning on site generation for the City to look at
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          2  its facilities for the use of clean on site

          3  generation, we weren't fortunate enough to get solar

          4  in that bill, but it's good to see that the

          5  Department of Sanitation is pushing forward, and

          6  other agencies hopefully are too.  Although we went

          7  forward with that bill without solar, we still have

          8  a deep commitment to that at the Council and want to

          9  push that.  Certainly, we're going to see what

         10  PlaNYC has to say about that on April 22nd.  But I'm

         11  grateful for all of your efforts.

         12                 I want to turn to my colleagues now

         13  who have questions.  It's my understanding that

         14  Ariella, you've got a time concern, and I know

         15  you've stayed longer than you had time for already.

         16  If you can stay a little more, that's great.  If

         17  not, we certainly understand.  We have your phone

         18  number, so we know where to get you, so feel free to

         19  leave when you have to.  With that said, I recognize

         20  Council Member Vallone.

         21                 COUNCIL MEMBER VALLONE:  Thank you.

         22  Let me also add my thanks to all of you, except for

         23  you, Ariella, since you're leaving.  There goes a

         24  half page of my questions.  No, it's okay. I have

         25  your number also.
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          2                 This is a topic that's very important

          3  to myself and Chair Gennaro for a long time now.  As

          4  you probably know, my bill I introduced was a bill

          5  to reduce carbon dioxide emissions before that was

          6  popular, well before Al Gore's movie.  Chair Gennaro

          7  and I have held off on that bill, which would

          8  mandate carbon dioxide reductions by over 20 percent

          9  because RGGI is on the way, a statewide, at least

         10  nine states will be involved in doing exactly what

         11  we plan to do here in New York City.  But it's an

         12  example of New York City leading the way, so what

         13  you guys do here will be copied everywhere else, and

         14  we appreciate your efforts.

         15                 Let me start with Local Law 77, which

         16  came into effect in January of this year and says

         17  that all diesel non- road vehicles have to use ultra

         18  low diesel fuel, and you need to use the best

         19  available technology to reduce emissions of

         20  pollutants.

         21                 Based on your testimony, I assume

         22  you're in compliance with that, but I wanted to know

         23  if each of your agencies is in compliance with that.

         24                 MR. KERMAN:  Sure, I believe we're

         25  writing you a letter on that as we speak.

                                                            43

          1  COMMITTEE ON ENVIRONMENTAL PROTECTION

          2                 COUNCIL MEMBER VALLONE:  Yes, I did

          3  send a letter. Before I knew this hearing was

          4  coming, I sent a letter to every agency to ask if

          5  you guys were in compliance with this.

          6                 MR. KERMAN:  We've installed about

          7  100 what are called diesel oxidation catalysts.

          8  They're basically mufflers for diesel equipment, and

          9  they reduce emissions by about 20 percent in

         10  different categories.  We are in the process of

         11  installing about 80 more, and the Department of

         12  Transportation actually helped fund some of those.

         13  We thank them.

         14                 And we are buying with our new

         15  equipment, which is now federal law, order called

         16  the diesel particulate filters.  And the diesel

         17  particulate filters are much more expensive, and

         18  it's a much newer technology, but will achieve

         19  nearly 90 percent reductions in particulate matter

         20  in other emissions.

         21                 So we've moved forward on the diesel

         22  oxidation catalyst for a lot of our equipment that's

         23  older.  Parks has the oldest fleet in the City, but

         24  we're actually making a lot of progress in that

         25  lately, and we appreciate that.  And some of that
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          2  equipment could not sustain, and just economically

          3  you couldn't put a $10,000 brand new filter in a 20-

          4  year old truck.  You probably wouldn't want to do

          5  that.  So we're putting the diesel oxidation

          6  catalysts on our older fleet, and then we're buying,

          7  which is part of a federal law anyway, we're buying

          8  the diesel particulate filters with our new fleet.

          9  Plus, of course, we use the ultra low sulfur diesel,

         10  and in our case our entire fleet uses B20.

         11                 COUNCIL MEMBER VALLONE:  So you said

         12  you've used it on 80 vehicles with 80 more coming?

         13                 MR. KERMAN:  Actually, we have 100

         14  diesel --

         15                 COUNCIL MEMBER VALLONE:  Out of how

         16  many?

         17                 MR. KERMAN:  Well, our entire fleet

         18  is about 650 vehicles, but there are two different

         19  local laws that begin to overlap, so to some extent

         20  we're rolling out diesel oxidation catalysts to our

         21  whole fleet of all of equipment.  There's a series

         22  of years we have to do that in the second Local Law,

         23  which number I can't remember off the top of my

         24  head, 38.

         25                 But we're making pretty good speed.
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          2  By the end of probably June or July we'll have 180

          3  vehicles out of our 650 that will have the DOX, the

          4  diesel oxidation catalysts, and then about 40 to 50

          5  that will have the DPFs, the diesel particulate

          6  filters. And then next year we do a whole new round

          7  of all new equipment comes with the diesel

          8  particulate filters, and then we do another round.

          9  Hopefully, we'll get some more help from the DOT of

         10  buying the diesel oxidation catalysts, so we're

         11  making pretty good progress.  In Local Law 38

         12  there's a chart.  In each year you have to meet a

         13  different goal, and I'm pretty sure we're fine on

         14  that goal.  Plus, of course, we do have the extra

         15  benefit that our entire fleet is B20, so you get

         16  across the whole universe of vehicles the extra

         17  emissions benefit from the B20, so we think we're

         18  doing pretty well.

         19                 COUNCIL MEMBER VALLONE:  Sounds like

         20  you are.  I'm sure you're putting that in the letter

         21  to me, so I can analyze it not in front of everybody

         22  and bore everybody to death.  But the question was,

         23  on your off road vehicles, are they all using ultra

         24  low diesel fuel?

         25                 MR. KERMAN:  Yes.
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          2                 COUNCIL MEMBER VALLONE:  How about

          3  the other agencies?

          4                 ASSISTANT COMMISSIONER ORLANDO:

          5  Galileo Orlando, DOT.  Yes.

          6                 ASSISTANT COMMISSIONER DIRICO:  Rocky

          7  DiRico, Sanitation.  Yes, absolutely, 100 percent.

          8                 COUNCIL MEMBER VALLONE:  Okay, great.

          9    You also need to answer those letters though,

         10  okay?

         11                 ASSISTANT COMMISSIONER DIRICO:  Yes,

         12  that's been done.

         13                 COUNCIL MEMBER VALLONE:  Thank you.

         14  You mentioned, I believe it was you, Mr. Kerman,

         15  that mentioned the biodiesel's coming from soybeans.

         16    I assume it's the same biodiesel, but I wanted to

         17  answer that for every agency, and I wanted to know

         18  why you chose soybeans over others.  I don't really

         19  have a preference, but I know that might be a little

         20  bit more expensive.

         21                 MR. KERMAN:  Keith Kerman, Parks.

         22  Well, soybean is the biodiesel being provided by

         23  Sprague, and Sprague is the citywide fuel vendor, so

         24  from that standpoint that was what is available to

         25  us.  What we've talked to vendors, actually a number
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          2  of vendors who have come to our fleet show who were

          3  involved in other aspects of biodiesel, there's

          4  recycled biodiesel, the kind of vegetable oil that

          5  gets a lot press.  It's recycled biodiesel. There

          6  are other sources of biodiesel and development, but

          7  basically we like soybean, and it's what's available

          8  to us and what we could implement very quickly

          9  through the City contractors, and, of course, it's

         10  domestic.  It's a domestically produced fuel source.

         11                 COUNCIL MEMBER VALLONE:  Is it the

         12  same oil used by every agency?

         13                 ASSISTANT COMMISSIONER DIRICO:  Yes,

         14  I believe we all buy off the Sprague contract, which

         15  is a DCAS managed contract.

         16                 COUNCIL MEMBER VALLONE:  Okay, and

         17  none of you mentioned ethanol.  Is that something

         18  that we're no longer experimenting with now that

         19  we're going to bio -- Oh, Sanitation, I'm sorry.

         20  Maybe it was --

         21                 ASSISTANT COMMISSIONER DIRICO:  Yes,

         22  Rocky DiRico.  In the case of ethanol, I think we go

         23  back to about six or seven years ago under Local Law

         24  6 we began using the 85 percent ethanol, 15 percent

         25  gasoline to comply with Local Law 6.  Through the
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          2  course of time we installed six fueling facilities

          3  around the City to sustain the use of these about

          4  550 vehicles that run on ethanol, light- duty

          5  vehicles.  We're very proud of that.  We're probably

          6  the only source of ethanol in the City of New York,

          7  and we certainly would like to continue to do so

          8  unless something better comes along.              Ethanol

          9  obviously coming from corn is obviously a big bonus

         10  to everyone in a lot of different ways, and we

         11  certainly would like to keep going with the 85.

         12  Just to comment on that, in the winter E85 is a

         13  little bit of a problem in cold weather, much like

         14  B20 probably will be, so we switched to E70, but

         15  that's also obviously 70 percent ethanol, so we

         16  probably use a couple of hundred gallons of ethanol

         17  a year.  Like I said, the fleet size is well over

         18  500.

         19                 Depending on what happens, I mean, I

         20  see a lot of sport utility vehicles right across the

         21  gamut of OEM suppliers coming out with the 85 flex

         22  fuel vehicles now.  So depending on the source, the

         23  budget and the need of the agency, well, certainly I

         24  suspect that we'll probably be buying more of the 85

         25  powered vehicles, but we don't have enough fuel to
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          2  support the entire City, that's for sure.  We only

          3  have six stations, and we have over 200 fueling

          4  tanks citywide, and only six of them, I'm sorry

          5  there's two per facility, so only 12 of the 200 are

          6  ethanol.

          7                 So it's difficult for us to offer

          8  ethanol to other agencies at this time, but

          9  certainly exceptions can be made, but that's where

         10  we stand.  I believe it costs $200,000 or $300,000

         11  to install an ethanol tank that's from seeing them

         12  design, construction to completion for the benefit

         13  of anyone that's interested.  At least that's what

         14  we paid overall.

         15                 COUNCIL MEMBER VALLONE:  Are there

         16  plans to increase the amount from 12?

         17                 ASSISTANT COMMISSIONER DIRICO:  Well,

         18  again, it depends on what the OEM's come out with to

         19  offer us in the way of vehicles. Categorically, we

         20  have a life cycle, and as our vehicles come up for

         21  life cycle, if in that category there's ethanol

         22  available, and it happens to be clean in class, and

         23  it's not cost prohibitive, of course, we would

         24  pursue that further.  Obviously, at that point we

         25  would look to expand the volume of ethanol available
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          2  around the City.

          3                 COUNCIL MEMBER VALLONE:  You

          4  mentioned flex fuel vehicles.  Now you mentioned the

          5  biofuels and the ethanol.  What you're using now,

          6  are the same engines capable of using these, or are

          7  we talking about engines down the road?  How does it

          8  work?

          9                 ASSISTANT COMMISSIONER DIRICO:  Well,

         10  we have primarily two categories. We have the light

         11  duty fleet and a heavy duty fleet.  Light duty being

         12  under 8,500 pounds, passenger cars, four by fours,

         13  light trucks.  That's where we're using ethanol, and

         14  they're considered flexible because they can run on

         15  gasoline or E85.  It's transparent.  The fact that

         16  we have the ethanol fuel obviously forces us to use

         17  nothing but ethanol in those vehicles.  If we ran

         18  out of ethanol, it could run on gasoline, so it's

         19  actually a pretty nice safety net, if you will.

         20  That's the understanding of flex fuel on the light

         21  side.

         22                 On the heavy side, B5, which is what

         23  we're planning to roll out citywide, that's very

         24  heavy duty vehicles.  We have about 4,000 of those

         25  vehicles out there.  Those trucks can run on either
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          2  ultra low sulfur diesel fuel or on B5, B10 or

          3  whatever strength of bio becomes allowable by virtue

          4  of the climate.  So that makes that a flex fuel

          5  vehicle as well.

          6                 COUNCIL MEMBER VALLONE:  But not

          7  ethanol?

          8                 ASSISTANT COMMISSIONER DIRICO:  Not

          9  on the diesel, no.  Diesels won't run on ethanol.

         10  Ethanol is for gasoline powered vehicles that allows

         11  gasoline to flex as ethanol.  On the heavy truck

         12  side, diesel and bio flex.

         13                 COUNCIL MEMBER VALLONE:  Okay.  I had

         14  some questions about the timing of your pilot

         15  program, but I've been asked to end up, so let me

         16  again just thank all of you for your efforts, and

         17  look forward to my letter and to continuing to work

         18  with all of you to set an example for the rest of

         19  the country, so a great job.

         20                 CHAIRPERSON GENNARO:  Thank you,

         21  Council Member Vallone.  We're joined by Council

         22  Member Tom White, a member of the Committee.  We're

         23  happy to have him here today, and I recognize

         24  Council Member Stewart for questions.

         25                 COUNCIL MEMBER STEWART:  Thank you,
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          2  Mr. Chair. Gentlemen, I've been sitting here and

          3  listening carefully to some of the great things that

          4  you've been doing.  We know of all the great things

          5  in terms of environmental benefit, but do you see

          6  any less in terms of break downs, engine failure,

          7  and things like that? You haven't said much about

          8  that.

          9                 MR. KERMAN:  Keith Kerman, Parks.

         10  Over the two years we've done the pilot and now

         11  we're one month as an agency that completely uses

         12  biodiesel, the answer is no.  Our initial supervisor

         13  in Staten Island was a kind of a grumpy, hard- nosed

         14  guy and very skeptical.  At one point he thought the

         15  cars might be running better on biodiesel.  To be

         16  honest, we have not had mechanical issues, the only

         17  exception being what I mentioned that in the winter

         18  there is no question we had a real cold December

         19  morning, and we probably had 10 to 15 vehicles that

         20  just wouldn't start.  As we looked into that, the

         21  fuel was gelling.  I know that Sanitation has done

         22  experiments.  A simple experiment put them in the

         23  freezer, and you'll see that biodiesel will start to

         24  gel up much more quicker than will regular diesel,

         25  but other than the gelling issue, which is a well-
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          2  known issue, and which we're going to manage by

          3  using the B5 in the winter and the B20,

          4  mechanically, we've been fine, and we're pretty

          5  happy about that.

          6                 COUNCIL MEMBER STEWART:  How do you

          7  compare the costs, the fueling costs as to regular

          8  gas?  How much are you saving, or if it's much more

          9  expensive?  How do you compare?

         10                 ASSISTANT COMMISSIONER DIRICO:  Well,

         11  I mentioned this earlier, so I guess I'll just

         12  repeat it.  DCAS manages the contract for fuels with

         13  Sprague in the case of bio and/or ethanol.  I happen

         14  to know for a fact that in the case of the bio, the

         15  Monday crude oil price dictates what the contract

         16  price will be for the week on diesel fuel, ultra low

         17  sulfur diesel fuel and/or biodiesel in whatever

         18  strength you're using.  The delta has been from zero

         19  to six cents on the up side for bio.  In other

         20  words, the bio has been as much as six cents per

         21  gallon higher, but it's been flexing between a flat

         22  line and six cents, and again, that price is set on

         23  Monday mornings based on the crude, I'm not sure if

         24  it's a crude oil price, but there's a commodities

         25  market that they use that's called out in the
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          2  contract.  But DCAS is the manager of that contract,

          3  and the information really should come from them.

          4                 COUNCIL MEMBER STEWART:  I want to

          5  switch a little bit.  Has there been any attempts to

          6  really combine the different type of, you know we

          7  have saturated oils, and so on.  I want to know if

          8  the efficiency in terms of whether the oil is

          9  saturated or not.  Any studies been done on that?

         10  Or even a combination of oils and alcohol?

         11                 ASSISTANT COMMISSIONER DIRICO:  In

         12  the case of Sanitation, we've used nothing but the

         13  crude stock that's certified, which comes from

         14  Sprague.  We've not used anything other than that.

         15  In other words, we haven't experimented with any

         16  local suppliers of sort.  We're using the quality

         17  crude stock that is certified by the maintenance

         18  council and the other oversight agencies.  If I may,

         19  Spiro Cattan, Supervisor of Mechanics for our

         20  alternate fuels program, just brought in- this is

         21  B100.  We put it in the refrigerator when we got

         22  here just to show you that it's like, I just it's a

         23  solid.  I mean, it's peanut butter.  I'm not showing

         24  you this to scare anybody because I'm just showing

         25  you the differences in what temperature does to
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          2  different grades of bio.  B5 in a freezer is fine.

          3  B20 begins to crystalize at below freezing, but B100

          4  becomes a solid, so New York City I don't, at this

          5  juncture, technologically speaking, cannot go to

          6  B100.

          7                 COUNCIL MEMBER STEWART:  I understand

          8  that, but what happens, assuming that one uses B20

          9  or even one of those for that may be designed for

         10  the summer, but it so happens the person may drive

         11  up to a place like Canada, what if the engine gets

         12  cold, what would one do to at least dissolve that

         13  gel to get it less?  What would one do?

         14                 ASSISTANT COMMISSIONER DIRICO:  Well,

         15  at this time I really couldn't answer that

         16  productively other than waiting for the temperature

         17  to change.

         18                 COUNCIL MEMBER STEWART:  So if the

         19  temperature changes, it's okay?  All right.

         20                 ASSISTANT COMMISSIONER DIRICO:  Oh,

         21  yes.  If this sits in the room, it will become

         22  liquid again, so temperature change will bring you

         23  back to where you started.  There may be some effect

         24  on the filter overall if it gets into the filters

         25  and it might gel things up a bit, but, generally
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          2  speaking, when the weather changes, the consistency

          3  will change as well.

          4                 This is not a fact, this is just

          5  speculation, but I'm sure the engine manufacturers

          6  and the big OEM's are looking at technologies that

          7  will allow higher concentrations of biofuel to be

          8  used in a cold climate.  It's just that the

          9  engineers and the scientific community that's

         10  looking at those things have yet to release any

         11  information like that, so we can just hope that

         12  something like that is being looked at.

         13                 COUNCIL MEMBER STEWART:  Mr. Orlando,

         14  I just have one last question, Mr. Chair.  Mr.

         15  Orlando, you spoke about restaurant oils being used.

         16    Is there anything that has to be done? I would

         17  assume so, but is there anything that has to be done

         18  for these oils to be able to be used?  The oils need

         19  to be consistent because sometimes the oil has been

         20  heated, so it's no longer unsaturated, it becomes

         21  saturated at that point.  Then the use might be

         22  slightly different.  Is there any studies being done

         23  on that?

         24                 ASSISTANT COMMISSIONER ORLANDO:  I

         25  referenced that biodiesel can come from recycled
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          2  restaurant oils.  We have not used any from that

          3  source, but overall, biodiesel has to meet a

          4  national standard from the ASTM, and we feel that if

          5  it meets and is certified to that standard, there

          6  probably would not be an issue.  Certainly one can

          7  assume that there may be a question of consistency

          8  and also supply from a local small time producer of

          9  these types of products, but there may be a use for

         10  them.  In operating a large fleet, we would probably

         11  want a little more consistency of quality and

         12  supply.

         13                 COUNCIL MEMBER STEWART:  Thank you.

         14                 CHAIRPERSON GENNARO:  Thank you,

         15  Council Member Stewart.  Council Member Koppell.

         16                 COUNCIL MEMBER KOPPELL:  Thank you,

         17  Mr. Chairman. I'm impressed, and I address this to

         18  the Sanitation Department. I'm impressed that you

         19  have vehicles that run on 85 percent ethanol.  I

         20  wasn't aware that we had such.  Are there technical

         21  barriers to creating heavy duty vehicles that would

         22  run on ethanol? I understand that your current is a

         23  diesel fleet, so it wouldn't run on ethanol, but are

         24  there are technical difficulties there?  Or is that

         25  a feasible objective?
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          2                 ASSISTANT COMMISSIONER DIRICO:  Well,

          3  the OEM, the heavy truck industry, the original

          4  equipment manufacturers for heavy trucks, Class A

          5  trucks, have not even considered using an ethanol.

          6  Ethanol is more of a gasoline match than a diesel

          7  match, and the heavy truck industry requires diesel

          8  engines and their counterparts because of the tall

          9  curves and the power requirements that gasoline

         10  doesn't really provide, so it's not a great match

         11  for the heavy industry.  To my knowledge, there's

         12  nothing big going on like that. I think right now

         13  for the most part it's limited to light duty

         14  vehicles.  There could be some testing going on, but

         15  nothing on a large scale.

         16                 COUNCIL MEMBER KOPPELL:  My only

         17  thought is that perhaps the City, since you are a

         18  large customer, could indicate to the industry that

         19  there would be interest in heavy duty vehicles that

         20  don't rely on diesel given the limitations on the

         21  use of alternate fuels with diesel you point out.

         22  You know, five percent is nice, but it's still only

         23  five percent.

         24                 ASSISTANT COMMISSIONER DIRICO:

         25  Right.
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          2                 COUNCIL MEMBER KOPPELL:  And

          3  contrasts very markedly with 85 percent, which

          4  sounds a lot more welcome, so you need to stimulate

          5  a market, or you need to stimulate the manufacturers

          6  to know that there's a market there.

          7                 ASSISTANT COMMISSIONER DIRICO:  Yes,

          8  we do.  In fact, while we're pursuing perfecting the

          9  B20 application in winter months with Mack Truck

         10  because we have such a large fleet, we have a 6,000

         11  vehicle fleet by the way, very large.  In terms of

         12  our strength in the industry, we're pretty big, so I

         13  think, yes, I think we can influence the industry to

         14  some degree, and we are with the B20. But what we're

         15  doing parallel with that is we're looking at hybrid

         16  technology, hybrid hydraulic and hybrid electric

         17  technology both.

         18                 We have MOU's in process for both

         19  hybrid hydraulic and hybrid electric with different

         20  manufacturers as we speak. We're very excited about

         21  it.  It's a little bit early to talk a whole lot

         22  about it because of the integrity of the programs.

         23  I just wanted to mention that even though we may not

         24  have pushed them to do ethanol, we are pushing very

         25  hard for the things that the industry feels that
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          2  they can grasp, and that is the hybrid, the Class 8,

          3  which is the 70,000 pound vehicle that we use, the

          4  Class 8 hybrid.  In stop and go, house to house,

          5  collection, hybrid technology really, really fits

          6  perfectly, so we're excited that in the next couple

          7  of years we'll be running some hybrid trucks.

          8                 COUNCIL MEMBER KOPPELL:  I think

          9  that's a good idea. I think I would point out to you

         10  that the MTA, I believe, is doing considerable

         11  amount of looking into, and they have some hybrid

         12  buses, and those would also be heavy duty vehicles,

         13  I would think.

         14                 ASSISTANT COMMISSIONER DIRICO:  Yes,

         15  they are.

         16                 COUNCIL MEMBER KOPPELL:  Just, Mr.

         17  Chairman, I might observe in closing that I just

         18  took delivery on Friday of a hybrid SUV.

         19                 CHAIRPERSON GENNARO:  Mazel Tov.  I

         20  want to thank this panel in a special way for your

         21  dedicated efforts and your creativity.  Your

         22  agencies have been out in front of the policymakers,

         23  and you certainly deserve great credit for that.

         24  It's a real pleasure to have you before this

         25  Committee, and thank you once again for your
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          2  dedicated service.  We appreciate it very much.

          3                 ASSISTANT COMMISSIONER DIRICO:  Thank

          4  you.

          5                 CHAIRPERSON GENNARO:  The next panel,

          6  what I'll do is, I'll call this panel, and then I'll

          7  reference the next panel, which would be on deck.

          8  Gene Pullo from Metro Terminals Corporation, Brent

          9  Baker, Tri- State Biodiesel, Dave Schildwachter from

         10  Schildwachter Fuel, and to be followed, the panel

         11  after this would be Mr. Greene from NRDC and Corri

         12  Freedman from the American Lung Association, so Mr.

         13  Greene and Corri Freedman would be the next panel

         14  after this one.  Three on this panel  Thank you,

         15  gentlemen, for being here today.  Counsel to the

         16  Committee will swear you in, and then you can

         17  proceed with your statements.

         18                 COUNSEL TO THE COMMITTEE:  Please

         19  raise your right hand.  In the testimony that you

         20  are able to give, do you swear or affirm to tell the

         21  truth, the whole truth and nothing but the truth?

         22                 MR. PULLO: Yes.

         23                 MR. BAKER: Yes.

         24                 MR. SCHILDWACHTER: Yes.

         25                 COUNSEL TO THE COMMITTEE:  Thank you.
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          2                 CHAIRPERSON GENNARO:  Okay, Gene,

          3  good to see you again, Gene.  I appreciated meeting

          4  with you recently to hear about your plans, and it's

          5  a pleasure to have you before us here today. Why

          6  don't we start with you?

          7                 MR. PULLO:  Thank you.  Good morning,

          8  Mr. Chair and Members of the Committee.  My name is

          9  Gene Pullo, President of Metro Terminals Corp., a

         10  60-year-old Brooklyn-based energy service provider.

         11                 Metro is one of the country's few

         12  BQ9000 National Biodiesel Board certified

         13  distributors of biodiesel and bioheat. We are now

         14  planning the construction of a 110 million gallon a

         15  year biodiesel production facility in Brooklyn, one

         16  of the largest such facilities proposed anywhere in

         17  the United States.

         18                 Metro's investment in biodiesel stems

         19  from the belief that all Americans have an

         20  obligation to do whatever is in their power to

         21  reduce our dependency on foreign oil, lower harmful

         22  emissions that cause global warming and health

         23  problems for our children and contribute to smart

         24  and sustainable growth of our economy.  Metro plans

         25  to produce biodiesel for truck fleets as well as
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          2  bioheat for residential and commercial buildings.

          3  So why should New York invest in this industry?

          4                 Biodiesel is a major tool in the

          5  toolbox in our mandate to fix the environment.  It

          6  is biodegradable, non flammable, non- toxic and

          7  significantly reduces greenhouse gas emissions.

          8  Biodiesel contains no sulfur, significantly reduces

          9  carbon monoxide, carbon dioxide, cancer causing

         10  hydrocarbons and asthma causing particulate matter.

         11                 B100 biodiesel, or pure biodiesel,

         12  can be 100 percent domestically produced.  With

         13  careful planning, it can be 100 percent New York

         14  State produced.  New York is already a large grower

         15  of soybeans, which are commonly used to make

         16  biodiesel.  We can crush the seeds into energy-

         17  grade virgin vegetable feedstock at a crushing

         18  plant, barge it down the river and have it produced

         19  and sold right here in New York.

         20                 B20 biodiesel, a blend of 20 percent

         21  biodiesel and 80 percent petrodiesel, can be used in

         22  any diesel truck with no modification to the engine

         23  and in any oil heating system without modification

         24  to the burner.

         25                 Biodiesel creates jobs at every step

                                                            64

          1  COMMITTEE ON ENVIRONMENTAL PROTECTION

          2  from the seed to the engine.  Metro's production

          3  facility will create approximately 50 construction

          4  jobs and 30 new full- time community based jobs.

          5                 Metro's proposed facility contributes

          6  to the growth of New York's industrial sector in an

          7  environmentally responsible and efficient way.

          8  Metro plans to barge in its virgin vegetable oil

          9  feedstock, process it into biodiesel in a

         10  state-of-the-art emissionless plant and run our own

         11  40-truck fleet on B20.

         12                 Plus, research is currently being

         13  conducted on the feasibility of growing energy-grade

         14  soybeans on Brownfields, a potentially revolutionary

         15  development that would remediate and utilize

         16  abandoned industrial eyesores.

         17                 Metro is doing something to reduce

         18  America's dependency on foreign petroleum, clean up

         19  the environment and help the economy.  And while

         20  federal and state incentives were enough to get

         21  traditional fuel marketers like Metro to begin

         22  investing in biodiesel, as a City, we need to become

         23  large- scale producers, not just retailers or

         24  wholesalers, to make a significant impact on air

         25  quality and achieve other significant benefits.
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          2                 We're taking the next step in laying

          3  plans to build a production facility in Brooklyn,

          4  but we need the City's support to set the stage for

          5  success.

          6                 Here are three key recommendations:

          7                 Create significant citywide biodiesel

          8  funding initiatives to help New York City-based

          9  biofuel producers offset initial operating costs.

         10                 Create a biodiesel market.  The City

         11  can significantly improve air quality and encourage

         12  a sustainable market by mandating that some blend of

         13  BQ9000 quality certified biodiesel be used in all

         14  city-owned trucks and bioheat be used in city-owned

         15  buildings like public schools, which would set a

         16  strong example of environmental consciousness for

         17  our kids.

         18                 Strongly encourage the use of

         19  biodiesel in all area power plants that use Number 6

         20  heating oil.  NYPA's 886 megawatt Poletti plant in

         21  Astoria, Queens set a great example of what can be

         22  accomplished with they successfully experimented

         23  with B20 biodiesel last year.

         24                 New Yorkers recently got the new

         25  nickname, The Big Green Apple.  Let's hope that we
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          2  can continue on this path and embrace renewable fuel

          3  such as biodiesel and bioheat.  Thank you very much.

          4    I'll be happy to answer any questions the

          5  Committee has.

          6                 CHAIRPERSON GENNARO:  Thank you,

          7  Gene.  I appreciate your statement.  I'll withhold

          8  my questions and comments until we hear from the

          9  rest of the panelists, but I can't help but resist

         10  saying at the outset that it was my focus last year

         11  during the budget process we put forward some money

         12  to help spur what we call green manufacturing and to

         13  meet with local businesses and local labor and local

         14  products.  Some of the demand that we've been

         15  generating by virtue of some of the environmental

         16  legislation we've done over the last couple of years

         17  was leading to a market for or a demand for green

         18  products and services.

         19                 Your vision here for what you try to

         20  do is completely consistent with what we need more

         21  people to do.  I'll withhold the rest of my

         22  questions and comments until we hear from the panel,

         23  but I just couldn't resist that little statement

         24  there. Thank you, Gene.  Brent, right?  Okay.  Can I

         25  have your statement? Here it is, I have it right
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          2  here.

          3                 MR. BAKER:  Yes, that correct.

          4  Thanks for having me.  Thanks to the Environmental

          5  Committee for the invitation and also for all the

          6  great work you've been doing.

          7                 My name is Brent Baker.  I'm the

          8  founder of New York City's first biodiesel

          9  production business, Tri- State Biodiesel. Before

         10  founding Tri- State Biodiesel in 2004, I spent the

         11  majority of my adult life educating and organizing

         12  around the issue of global warming and aggressively

         13  promoting biodiesel fuel.  I first testified before

         14  this body on this subject over two years ago in

         15  March of 2005.

         16                 I want to speak to you today not only

         17  about the benefits of biodiesel fuel, but also how

         18  we can maximize those benefits on behalf of the City

         19  and its residents.

         20                 Biodiesel, as we've heard, is a clean

         21  burning, renewable fuel that can be used in any

         22  modified diesel equipment. Using biodiesel fuel

         23  reduces harmful emissions by about 75 percent

         24  overall compared to petroleum diesel.  Biodiesel is

         25  a low carbon fuel and will help New York City
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          2  greatly reduce greenhouse gas emissions of some of

          3  its dirtiest vehicles.  Perhaps best of all, the

          4  exhausts of this amazing fuel is 90 percent less

          5  toxic to children and adults who breath it.

          6  Biodiesel fuel has been widely tested and approved

          7  by the United States EPA, and last year about 200

          8  million gallons of this fuel was used in diesel

          9  equipment across America, including in about 850

         10  government and private fleets.

         11                 Unfortunately, biodiesel is not

         12  currently available to the public here in New York

         13  City.  My company, Tri- State Biodiesel, and my

         14  colleagues here at this table, hope to change that

         15  and are leading the charge to bring this

         16  environmentally friendly fuel home to New York.

         17                 Tri- State Biodiesel has secured an

         18  industrial site in Red Hook, Brooklyn, and with the

         19  help of New York City's industrial development

         20  agency, is about to begin construction on the City's

         21  first biodiesel process facility.  The Tri- State

         22  Biodiesel facility will produce initially about

         23  three million gallons of biodiesel per year made

         24  exclusively from locally generated waste cooking

         25  oil.
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          2                 New York City consumes huge amounts

          3  of diesel fuel each year.  In fact, we would need to

          4  build several hundred plants of this size in order

          5  to replace it all.  Because of the limited

          6  availability of biodiesel in such a large diesel

          7  market, I would like to propose today that the City

          8  target the use of biofuel in order to maximize both

          9  the environmental and the health benefits of the

         10  fuel.  Petroleum displacement and emissions

         11  reductions will be achieved regardless of where in

         12  the City the fuel is used.  But if we target New

         13  York City school buses for its use, we can

         14  concentrate the benefits of the fuel exactly where

         15  they are needed the most, in the City's low income,

         16  emissions distressed communities.

         17                 As I'm sure you know, many of New

         18  York neighborhoods have asthma rates that far exceed

         19  the nation's average and that diesel exhausts is

         20  linked to asthma and lung disease.  You may also

         21  know that studies have shown that diesel exhaust is

         22  often four times higher than normal inside school

         23  buses.

         24                 I propose that the City of New York

         25  mandate B20 biodiesel use in all New York City
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          2  school buses.  Further, I propose that tax

          3  incentives be given to City school bus operators to

          4  offset any additional costs that may incur in buying

          5  biodiesel fuel.  This low cost mandate in a surplus

          6  year would help the City's environment, help to

          7  encourage green industry and, most of all, help our

          8  kids literally breath easier.

          9                 I also just want to say at the end

         10  here that I just received a fax last night from a

         11  State Assemblyman who has recently proposed a school

         12  bus biodiesel bill in the State Assembly, so that's

         13  fresh off the presses.  I hope that New York can get

         14  out in front of that as well.  Thanks for the

         15  opportunity to speak today, and I welcome your

         16  questions.  I have a lot of biodiesel information,

         17  so I welcome any questions you have.

         18                 CHAIRPERSON GENNARO:  Thank you,

         19  Brent.  Mr. Schildwachter, good to see you again.

         20  You have to talk right into it.  It's on when the

         21  light and the red button is off, then the microphone

         22  is on.

         23                 MR. SCHILDWACHTER:  Okay, you may

         24  very well remember, Mr. Chairman, November 1st of

         25  2002.
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          2                 CHAIRPERSON GENNARO:  Yes, I was up

          3  there.

          4                 MR. SCHILDWACHTER:  Yes, you were.

          5  And Biodiesel Day was by proclamation of the City

          6  Council in effect in our Schildwachter Terminal in

          7  the Bronx.  That's good to see Councilman Koppell

          8  from the Bronx here too.  Good to see a Bronxite.

          9                 I am not going to go through my hand-

         10  out.  It's 22 pages of technical information that

         11  together with a great book it's all referenced in

         12  here, Biodiesel America, I challenge the Committee

         13  to read it and to look into it, and the Bible really

         14  for biodiesel.  Answers all the questions you've

         15  been asking the panels before is contained in it.

         16  The Department of Energy, 2004, handling the

         17  guidelines for biodiesel, and here it is.  It's

         18  ready for you to explore.

         19                 Let me, however, tell you where we've

         20  been since 2002.  We originally were involved with

         21  World Energy as our supplier of the ASTM 60, 751

         22  product that these fellows make, or will be making,

         23  I'm sure, and sold it then mostly to the federal

         24  government requires certain fleets, municipal

         25  fleets, postal service, military, and so forth, when
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          2  they secure new equipment to get alternate fuel

          3  equipment.  That's the law in 1992, it was.  In 1998

          4  it was revised so that instead of having to buy a

          5  certain percentage of vehicles, you could use an

          6  alternate fuel.  If you used enough of at least

          7  bio20, this is not bio5, bio2, it's bio20, you would

          8  earn those credits.

          9                 So obviously that was a market that

         10  was created at that time by the federal regulation

         11  and, indeed, we sold millions of gallons through

         12  those years to that market.  I have to tell you that

         13  there were absolutely no problems from any of those

         14  gallons, and if there were to be a problem, the

         15  Mayopac (phonetic) School District had a problem

         16  with water in their tank, and they had water

         17  problems in their tank the next year, and indeed a

         18  third year, so guess what?  It was a problem with

         19  their tank.  It was certainly not a problem from

         20  anybody else, any other place.  If that were to be a

         21  problem, we'd certainly hear about it.

         22                 So with that very positive

         23  experience, and then we heard an oil company in

         24  Newburgh, Abbott & Mills, was using B20 blend as a

         25  pilot program with NYSERDA for home heating.  Again,
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          2  they had very positive results using 20 percent

          3  blend of biodiesel, which, by the way, biodiesel is

          4  not diesel.  It's an agricultural product.  The

          5  federal government keeps wanting to call it diesel,

          6  but it isn't diesel, but if you fill out EPA

          7  reports, you guys know what I'm talking about.  But

          8  it's an agricultural product that is carefully

          9  manufactured.  It's a methyl- esterized product,

         10  basically using soybean.  There are other feedstocks

         11  available, of course, and some less expensive.  The

         12  soybean feedstock is a little more expensive, and

         13  the biodiesel is a little more expensive than home

         14  heating oil, but the bottom line is that Abbott and

         15  Mills used it very well.

         16                 So we thought a couple of years ago

         17  that we would do a pilot test.  We had a pilot test

         18  of 100 customers, and we sold them what we now call

         19  bio20, and we have trademarked it bio20. Those

         20  results were outstanding as well.  We had all the

         21  service reports for each of those customers.  We had

         22  minimal service.  The annual tune- up with

         23  efficiency tests and really no changing of filters,

         24  no changing of nozzles, strainers or any particular

         25  need as a result of using the bio20.  The bio100
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          2  that you saw sitting here, my gracious.  We had a

          3  customer call us, and she wanted B100. She actually

          4  had four or fives in Purchase.  She was a tree-

          5  hugger, and she wanted to reduce dependence on

          6  foreign oil, all the good reasons to conserve fuel,

          7  but we said, no, we just really can't do that.

          8                 The bio20 has been tested by

          9  Brookhaven Labs for years, and other testing

         10  agencies B20.  Our own experience we're showing that

         11  B20 not only as a transportation fuel.  Oh, by the

         12  way, and the point was raised bio20 in a saddle tank

         13  in a tractor trailer up in Canada could have a

         14  problem, so what we have been doing is putting a

         15  cold port depressant in all of the diesel, so even

         16  our B20 diesel, the 80 percent component, which is

         17  ultra low sulfur, of course, under 15 parts per

         18  million now, has a cold port depressant.  It's take

         19  it to 30 degrees below zero, so if we get that

         20  problem, it's not material any longer, and I'm sure

         21  you guys will do the same thing with your diesel.

         22                 CHAIRPERSON GENNARO:  What was that

         23  again?  Can you just me by that again?  You said

         24  that the cold weather that sometimes affects B20,

         25  you implemented some fix for that.  I kind of missed
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          2  that.

          3                 MR. SCHILDWACHTER:  Yes, well, we put

          4  a cold port depressant additive in the diesel.  A

          5  little side story.

          6                 CHAIRPERSON GENNARO:  So the way that

          7  problem was solved is that you have some additive

          8  that goes in the B20 or bio20 and then that avoids

          9  the congealing of the thing, okay.

         10                 MR. SCHILDWACHTER:  Yes, it goes to

         11  30 degrees below zero.

         12                 CHAIRPERSON GENNARO:  Okay.

         13                 MR. SCHILDWACHTER:  The City Manager

         14  of Brookhaven, I think he went to Mt. Crisco

         15  presentation, and he was talking about how excellent

         16  the B20 was.  They use all it from their snow plows

         17  to their dump trucks, the garbage trucks, whatever.

         18  The Town of Brookhaven used the bio20 without any

         19  problem.  Then his purchasing agent thought the next

         20  winter was suggested to be very cold.  So we better

         21  put some caro in that to be sure we don't have a

         22  problem with it.  And he complained about the cost

         23  of it.  Later on after the break during lunch, I

         24  said to him, you know, I guess you didn't know, but

         25  we've been putting a cold port depressant.  If you
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          2  look page 12 or something in here, it has that

          3  comment of the cold port additive.  The biodiesel,

          4  World Energy and cold port properties wasted money

          5  by Nacaro (phonetic).

          6                 Anyway, with the positive experience

          7  that we had with the transportation product, B20,

          8  and the good reports from Newburgh, Abbott & Mills,

          9  our own experience for two years with these 100

         10  customers under test, we decided last summer that

         11  we'll do two or three million gallons of bio20, take

         12  certain neighborhoods and provide those customers

         13  with the bio20.

         14                 Then New York State came along with

         15  the 20 cent credit for bio20.  The regulation

         16  referred to earlier was for individual homeowners

         17  buying the alternate fuel.  They'd get a penny a

         18  gallon per percent, so in the case of our customers

         19  with 20 percent, they'd get a 20 cent a gallon

         20  direct savings on their New York State income tax,

         21  or if they don't file income taxes, because we know

         22  retired folks, they don't even file one, but file it

         23  and get a payment then for 20 cents a gallon.  So

         24  the typical homeowner would use say 1,500, 1,700

         25  gallons a year, that's a direct $300 greater credit
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          2  on their income tax, which they're realizing as we

          3  speak.  So it was a real plus.

          4                 But now we're doing all of our

          5  customers, and I have to say that with the roughly

          6  11 million gallons of bio20 we served this last

          7  wintertime, in addition to the millions of gallons

          8  that we sold for transportation use, we haven't had

          9  one single problem attributable to the bio20.  There

         10  were no clogged filters as a result of that, no

         11  leaky seals.  We hear from different equipment

         12  manufacturers that, oh, my goodness, if you go

         13  bigger than B5, you're going to have seal leaks,

         14  you're going to have gasket leaks, and so forth.

         15  Could be, but we didn't have any.  These are tanks

         16  that are located in the basement, they're located

         17  outside, they're above ground, they're below ground,

         18  they're new equipment, old equipment, new boilers,

         19  old boilers.

         20                 To answer the question earlier today

         21  with respect to changing boilers, no, all you need

         22  to do is put in the bio20 in the fuel, period.

         23  That's what was done at Poletti.  We supplied the

         24  bio20 for the power plant.  I can't imagine or had

         25  difficulty imagine using 1,000 gallons a minute, but
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          2  that, in fact, is what the Poletti plant used.

          3                 CHAIRPERSON GENNARO:  This would be a

          4  good opportunity for me to jump in and ask some

          5  general questions of the panel about the use of this

          6  fuel for power generation.  But did you have any

          7  further item of substance in your statement because

          8  I was going to start questioning now?  If you could

          9  just conclude your statement.

         10                 MR. SCHILDWACHTER:  Mr. Chairman, I

         11  could go on all afternoon, but you're the Chair.

         12                 CHAIRPERSON GENNARO:  I know it would

         13  be enjoyable, because we're all interested in it.

         14                 MR. SCHILDWACHTER:  I spoke with a

         15  bunch of servicemen last night.  You know, it's

         16  people learning.  This is a new business.  It's

         17  really the involvement of the agricultural business

         18  and petroleum.

         19                 CHAIRPERSON GENNARO:  Right.  And

         20  it's a pleasure to be speaking with the pioneers, so

         21  to speak.  So before I just launch into my questions

         22  regarding the use of biofuels for the stationary

         23  sources, which is a real topic of concern for me, I

         24  just want to state that we're certainly eager to

         25  look at what's going to come out from
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          2  sustainability.  Certainly, there are going to be a

          3  lot of pronouncements on this, but I'll just

          4  reiterate that before me had sustainability, we had

          5  a bill request in to call upon the City to have a

          6  complete and comprehensive biofuels program,

          7  something that I've been sort of holding back in

          8  deference to sustainability.  Certainly we'll see

          9  what sustainability does with this, but, as

         10  appropriate, we're certainly not shying from our

         11  right to legislate in this area if what comes out of

         12  sustainability is not everything that it can be

         13  although we have some level of confidence that it

         14  will be certainly very good.

         15                 What you've put forward in your

         16  testimony already, all of the panelists, has been

         17  very helpful in us to get a greater understanding of

         18  this new fuel and this new process and this new

         19  dynamic, and we certainly appreciate your being the

         20  pioneers that you are.

         21                 Let me just get to some questions.

         22  If you can please just a general question.  I want

         23  to know a little bit more about the use of biodiesel

         24  in power plants.  Are there any major obstacles to

         25  using it for this application?  We've already heard
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          2  from Dave a little bit about the use of the fuel at

          3  Poletti, but if anyone else has anything to add to

          4  that because we heard earlier testimony from the

          5  Mayor's Office about they don't know about putting

          6  it in the school boilers, and so we want to probe

          7  that. Did you have something on that, Gene?  I think

          8  you were just about to jump in.

          9                 MR. PULLO:  Dave actually

         10  participated in the Poletti one.

         11                 MR. SCHILDWACHTER:  The Poletti one,

         12  yes.

         13                 MR. PULLO:  The Poletti experiment.

         14  So he actually has --

         15                 CHAIRPERSON GENNARO:  If you can

         16  speak right into the mic, Gene, that would be

         17  helpful.

         18                 MR. PULLO:  Dave actually

         19  participated in the Poletti's experiment.  He has

         20  firsthand information on the actual Poletti's.

         21                 CHAIRPERSON GENNARO:  I see, but I'm

         22  talking more about the small burners like you'd find

         23  like in a school.

         24                 MR. PULLO:  School burners,

         25  hospitals, homes, there is no retrofit.  Yes, if you
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          2  have older equipment, there's been talk about gasket

          3  leaks or seal leaks.  If the tanks have not been

          4  cleaned, which is not a tremendous expense, they

          5  should be cleaned before we get to a B20 probably,

          6  but to go to a B5 in any stationary in homes or

          7  buildings, manufacturing facilities, we see no

          8  problems whatsoever.

          9                 We see no problems really at B20.

         10  We're participating right now with Brookhaven.

         11  Metro's participating in the test on a B20 test, and

         12  they're finding that there's no significant change

         13  whatsoever to the equipment.  They're finding that

         14  the equipment actually runs more efficient.  The

         15  test is not complete yet.  It will be complete at

         16  the end of June, but we're in a three- month pilot

         17  program with them.  They're using 20,000 gallons a

         18  month, just constantly running the equipment.  We're

         19  two months into it, and we've had no significant

         20  change of efficiency or a change in breakdown.

         21                 CHAIRPERSON GENNARO:  Okay, this is

         22  kind of like an on the record note to staff that

         23  what I seem to perceive here is a little bit of a

         24  disconnect between the perspective of these

         25  gentlemen and that representative of the City who
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          2  put forward that it seems like the sustainability

          3  people are hearing from the Department of Ed. That

          4  there's some kind of significant obstacle to moving

          5  forward with the schools.  It could seem it may be

          6  that the people who monitor and deal with school

          7  facilities have some innate reluctance to change and

          8  embrace, and so we should bring that to the

          9  attention of the sustainability people because if

         10  it's perceived that we have to do this massive

         11  capital overhaul in order to use this fuel, and to

         12  segue way that into a question, back to you guys.

         13  Is there this notion about there among property

         14  managers and others that they think that this fuel

         15  is going to mess up their boilers?

         16                 MR. PULLO:  No, I think what's

         17  happening with the City, to come back to that

         18  question, because there is a disconnect.

         19                 CHAIRPERSON GENNARO:  Because you

         20  heard it.  They sat there and said it.

         21                 MR. PULLO:  The City has not taken in

         22  consideration Number 4 and Number 6 biofuel.

         23  They're looking at it as Number 2 biofuel because

         24  that's what they're reading about.  But as the

         25  Poletti's plant has proven, Number 6 oil mixes very
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          2  well with biofuel, and it should be mixed with

          3  biofuel.  It cleans it up a lot better.  It reduces

          4  the sulfur.  It makes it run more efficient, and you

          5  get more BTU value out of it.

          6                 CHAIRPERSON GENNARO:  So, again, not

          7  to jump in and interrupt.  They want to go to Number

          8  2 what was now predominantly they were burning

          9  Number 6?

         10                 MR. PULLO:  They are running Number

         11  4.  Most of the schools and hospitals run on Number

         12  4 and Number 6 fuel.

         13                 CHAIRPERSON GENNARO:  4 and 6?

         14                 MR. PULLO:  Yes, which is a heavier

         15  grade fuel. It's a higher sulfur content.  It's a

         16  much thicker fuel.  It kind of fits right into they

         17  can actually go a much higher grade of biodiesel

         18  mixed into the fuel because they don't have the

         19  gelling factors and the tanks are already heated.

         20                 CHAIRPERSON GENNARO:  Right, sure.

         21                 MR. PULLO:  But they have not run any

         22  tests on that. They're jumping ahead.  In other

         23  words, they're really going ahead of where they

         24  should be.  They should first be testing this

         25  product, even if it's pilot testing with a couple of
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          2  hospitals or schools and see what the results are

          3  before they start talking about spending huge

          4  capital expenditures to start retrofitting.        CHAIRPERSON

          5  GENNARO:  Because the retrofit would happen anyway.

          6  Because anyone who's burning 6 or 4, to move to

          7  Number 2, they got to do some --

          8                 MR. PULLO:  You would have to change

          9  the burner out.

         10                 CHAIRPERSON GENNARO:  Right, to make

         11  that happen.

         12                 MR. PULLO:  To make that happen.

         13                 CHAIRPERSON GENNARO:  So what the

         14  City's looking at is that now we're burning Number 4

         15  and Number 6, wouldn't it be great if we were

         16  burning Number 2, plus bio, right?  Is that fair to

         17  say?

         18                 MR. PULLO:  Yes.  They can be burning

         19  Number 4 and 6 plus bio.

         20                 CHAIRPERSON GENNARO:  I see.

         21                 MR. BLINKER:  And I don't think

         22  they've considered that or done any tests.  We're

         23  not aware of any.  The industry is not aware of any.

         24    As a matter of fact, Cornell University, John

         25  Nettleton is here, and he is running tests on 4 and
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          2  6 oil.  We're actually participating in some of them

          3  in some buildings in lower Manhattan on Number 4 and

          4  Number 6.

          5                 CHAIRPERSON GENNARO:  Right.

          6                 MR. PULLO:  Where they just want to

          7  be green, and they don't have to go through a large

          8  expense of retrofitting. They're going to try power

          9  program.  We're going to go a couple buildings all

         10  summer long burning bio4 or bio6.

         11                 CHAIRPERSON GENNARO:  Right.

         12                 MR. PULLO:  I strongly suggest that

         13  people look into that, and let's see what we can do.

         14                 CHAIRPERSON GENNARO:  Okay.  Let's

         15  jump over to home heating fuels.

         16                 MR. SCHILDWACHTER:  Can I just add

         17  what was said there?

         18                 CHAIRPERSON GENNARO:  Sure.

         19                 MR. SCHILDWACHTER:  That's absolutely

         20  true.  What it really demonstrates is the lack of

         21  knowledge.  People don't understand what this

         22  biodiesel thing is, and they're scared to death with

         23  it because they don't know about it.  It's that

         24  simple. We've come to know about it.  As a matter of

         25  fact, without confusing people on the Poletti thing,
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          2  one of the concerns, of course, with New York power

          3  authority is the cost of it.  And there are other

          4  feedstocks.  As an example, palm oil.  Palm could,

          5  and is a heck of a lot less expensive, than soy.

          6  Now what's the problem with palm oil?  It has a cold

          7  pore problem.  If you tried to use it in a typical

          8  usage we've been using the soybean for, you'd have

          9  big problems.  But not with 6 oil.  6 oil you're

         10  going to have to heat it anyway.  So they're now

         11  looking at the possibility of using a biodiesel with

         12  a palm oil feed rather than the soybean, so to save

         13  money, make it more efficient.  But as far as the

         14  City concerned, they really need to do some

         15  homework.  And they can start here or there, or

         16  here, and I won't have any 20 true or false

         17  questions for anybody that I've given this out to.

         18                 As far as home use is concerned --

         19                 CHAIRPERSON GENNARO:  Yes, let me put

         20  that question out there about the use of bio with

         21  regard to home heating oil, which I take it would be

         22  Number 2 oil, is that right?

         23                 MR. PULLO:  Number 2, that's right.

         24                 CHAIRPERSON GENNARO:  So what could

         25  the City be doing in that regard and just generally
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          2  what happens when people with regular boilers or

          3  whatever use this in their home heating oil?

          4                 MR. PULLO:  Well, like for instance,

          5  the Department of Housing, all the housing in New

          6  York City, most of it is dual fuel gas oil.  They

          7  could be using the B20 heating oil with no retrofit,

          8  with nothing.  It would be seamless.

          9                 CHAIRPERSON GENNARO:  In what kind of

         10  facilities did you say?

         11                 MR. PULLO:  In the Housing Authority.

         12                 CHAIRPERSON GENNARO:  Housing

         13  Authority.

         14                 MR. PULLO:  All the City of New York,

         15  the Housing Authority.  Metro happens to have some

         16  of the contracts.

         17                 CHAIRPERSON GENNARO:  The Housing

         18  Authority uses a dual fuel?

         19                 MR. PULLO:  Most of the Housing

         20  Authority is gas oil interruptable.  They can use

         21  either or.  They use gas.

         22                 CHAIRPERSON GENNARO:  So gas or

         23  Number 2?

         24                 MR. PULLO:  Or Number 2.  They are

         25  not using bioheat right now.  They should be, and
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          2  that would be an easy way of stopping greenhouse

          3  gases.

          4                 CHAIRPERSON GENNARO:  Sure.

          5                 MR. PULLO:  Something that doesn't

          6  require any retrofit, and this is just something

          7  that's got to go through like DCAS.  We have to get

          8  them to stop bidding quantities of this stuff.

          9                 CHAIRPERSON GENNARO:  Sure.

         10                 MR. PULLO:  Put some buildings on a

         11  pilot program. We have to start at some point.  We

         12  have to start at a point where somebody makes a

         13  commitment to say, okay, this is available, and the

         14  fuel is available.

         15                 CHAIRPERSON GENNARO:  Right.

         16                 MR. PULLO:  As Dave knows, we can get

         17  certified BQ9000 certified fuel.  It's available in

         18  the City of New York.  It meets the ASTM spec.  This

         19  fuel is now readily available.  A year ago or so it

         20  was a little harder to get, but now it is ready and

         21  available in bulk.  Certainly, we should have some

         22  pilot programs if people don't want to make a

         23  commitment large scale.

         24                 CHAIRPERSON GENNARO:  Sure, well,

         25  certainly what we were seeking to do legislatively
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          2  was to set these mandates that would require that to

          3  happen, but we're all on the threshold of

          4  sustainability.  We'll see what that results in, and

          5  we'll re visit that, as appropriate, if we don't get

          6  what we're looking for. My next questioner, and the

          7  next Council Member I'm going to recognize is

          8  Council Member Yassky has a great interest in this,

          9  and I will know will follow up on this as well.  I'm

         10  happy to have David here, and I recognize Council

         11  Member Yassky.

         12                 COUNCIL MEMBER YASSKY:  Thank you,

         13  Chair Gennaro. You were touching on this near the

         14  end of your question.  I just want to talk about the

         15  broader use.  City buildings is one thing, and I see

         16  no, I mean, tell me if I missed something.  There's

         17  no reason that City- owned buildings can't be using

         18  20 percent biofuel today, tomorrow, am I right?

         19                 MR. PULLO:  Absolutely.

         20                 MR. SCHILDWACHTER:  Absolutely

         21  correct.

         22                 COUNCIL MEMBER YASSKY:  Zero reason,

         23  okay.  In terms of broader use even beyond that, for

         24  regular building owners, both commercial and

         25  residential, there's no infrastructure or rather
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          2  there's no equipment reason that regular building

          3  owners can't be using certainly 5 percent, probably

          4  more, biofuel as well.  Am I right about that?

          5                 MR. SCHILDWACHTER:  Yes.

          6                 COUNCIL MEMBER YASSKY:  In other

          7  words, they don't have to replace their equipment?

          8                 MR. PULLO:  Yes, and Governor Pataki

          9  had put in place in the fall up to 20 cents a gallon

         10  tax credit to the consumer for up to B20.

         11                 COUNCIL MEMBER YASSKY:  But as far as

         12  you know, is anybody using that?

         13                 MR. PULLO:  Yes.  People are using

         14  it.

         15                 MR. SCHILDWACHTER:  All of our

         16  customers are, 7,800 of them, all winter long,

         17  without a problem, without any service problem.  I

         18  thought I said that and shared with you that we've

         19  sold, I guess, about 11 or 12 million gallons of

         20  bio20 this past winter time.

         21                 COUNCIL MEMBER YASSKY:  These are to

         22   --

         23                 MR. SCHILDWACHTER:  Homeowners.

         24                 COUNCIL MEMBER YASSKY:  Regular home

         25  owners.
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          2                 MR. SCHILDWACHTER:  Commercial

          3  buildings, schools, churches, our full customer

          4  base.  The homeowner base was able to get the 20

          5  cent credit, so in January we send them a little

          6  statement and said you used this many gallons and

          7  take your 2401 form and fill it out to your 201 and

          8  attachment and all of the rest of the nonsense, and

          9  get your credit.  It works, and what word gets used

         10  a lot is transparent.  It's a good word because

         11  there's been no change.

         12                 COUNCIL MEMBER YASSKY:  That's like a

         13  market, or is that word related to the word

         14  marketing in this context?

         15                 MR. SCHILDWACHTER:  Michael Wallace

         16  can tell me about marketing your words, and stuff,

         17  but the point is without a problem.

         18                 COUNCIL MEMBER YASSKY:  Yes.

         19                 MR. SCHILDWACHTER:  If we thought

         20  there would be one, we sure in heck wouldn't

         21  jeopardize our customers.

         22                 COUNCIL MEMBER YASSKY:  Right.

         23                 MR. SCHILDWACHTER:  And after all is

         24  said and done, this is something, sure it's good for

         25  the community and improving air.  Jeff Klein was a
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          2  prime mover of this for years.  It's good for the

          3  community, and it's good for our company, but

          4  basically it's good for our customers.

          5                 To summarize the whole thing, it's

          6  like an hour glass.  I believe the supply is there

          7  today more than ever before, as Gene has mentioned,

          8  and it's true.  We now get it by barge loads from

          9  Bayonne.  It used to be trucked in.

         10                 COUNCIL MEMBER YASSKY:  Just thinking

         11  really kind of ambitiously and looking at the whole

         12  City here, the City uses, I have in my head, what

         13  400 million gallons of heating oil a year?

         14                 MR. SCHILDWACHTER:  You said that

         15  better than I would.

         16                 MR. PULLO:  That sounds like that the

         17  number, yes. It's 400 million gallons a year of

         18  heating oil.

         19                 COUNCIL MEMBER YASSKY:  So five

         20  percent of that would be 20 million?

         21                 MR. PULLO:  Yes, but you can go to

         22  much higher number on heating oil.  You can go to 20

         23  percent.

         24                 Let me make a comment.  The tax

         25  credit came out late in the fall.  There was no real
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          2  press about it.  The public doesn't really have an

          3  awareness of it.  The fuel oil marketer is trying to

          4  get the word out, but I really believe that the

          5  politicians should get the word out.  People should

          6  understand that this is a good way to save some

          7  money and be environmentally friendly.  There should

          8  maybe be some television ads about it or whatever,

          9  but something has to happen because the word really

         10  didn't get out there.  If we didn't take it as

         11  marketers to get the word out that this tax credit

         12  was given, the consumer had no idea.

         13                 As a matter of fact, most of the

         14  landlords in New York don't know about it unless

         15  we're telling them about it.  And when we try to sit

         16  down with them, they say, well, we have to speak to

         17  our accountant about it.  So the word is not really

         18  getting out, and we really need that to start to

         19  happen.  I think that would really get you where you

         20  want to be because then you would start to find a

         21  bigger demand in the 20 percent range rather than in

         22  that five percent.  I think that that's really where

         23  we should be heading, 20 percent on the bioheat,

         24  would be the number.  It's very sustainable.  It's

         25  something that I think would be much better to clean
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          2  up the air, especially after this last report.  This

          3  is a big wake- up call.

          4                 COUNCIL MEMBER YASSKY:  Okay, thank

          5  you.

          6                 COUNCIL MEMBER VALLONE:  I was told

          7  to recognize myself since the Chair isn't here.  So

          8  me recognize the best Council Member on the, no, I'm

          9  kidding.  On the far right side of the desk, oh,

         10  darn he's back.  Okay.  I had one quick question.

         11  It was a follow up to something the Chair had said.

         12  He asked about Poletti, but I don't think we ever

         13  got to the answer.  I want to know more about the

         14  experiment that happened at Poletti, and before I

         15  follow up, let's start there.

         16                 MR. SCHILDWACHTER:  Yes, it was a

         17  two- day test at the various blends, two, five, ten,

         18  fifteen and twenty blend.  The conclusion of all it

         19  is that certainly but the 20 blend by definition is

         20  there's no sulfur in the biodiesel, so automatically

         21  was clearing up the air.

         22                 With respect to NOx's, which is a

         23  large concern, it didn't seem to do much as far as

         24  NOx's go.  Speaking of NOx, I guess folks are aware

         25  that that's one of the principal concerns in
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          2  emissions.  Use in a boiler fuel, be it our

          3  homeowner or commercial accounts or larger school

          4  buildings and stuff, there's a one percent savings

          5  per percent of blends.  So if it's a 20 percent

          6  blend, there's a 20 percent reduction in NOx's.

          7  I've got a whole thing in here on NOx's.

          8                 COUNCIL MEMBER VALLONE:  So it did

          9  not increase the NOx?

         10                 MR. SCHILDWACHTER:  It decreased the

         11  Nox substantially.  We're on the high road to really

         12  a good product.

         13                 COUNCIL MEMBER VALLONE:  This was

         14  only a two- day test?  How does that work?  Dave, if

         15  you could talk right into the mic.

         16                 MR. SCHILDWACHTER:  I'm sorry.

         17                 MR. BAKER:  You should mention that

         18  that was actually the single biggest use of

         19  biodiesel ever in the history of the United States,

         20  I believe.  And you'll tell me if this is right.

         21  400,000 gallons?

         22                 MR. SCHILDWACHTER:  Yes, we did.  No,

         23  we used 100,000 gallons in the two days, and it was

         24  in Reuters.  I think it was a world record as far as

         25  use of biodiesel in a given event, but it was just a
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          2  brief period of time.  Our experience has been this

          3  whole winter time, and I think that speaks louder

          4  than any brief laboratory experiment.

          5                 COUNCIL MEMBER VALLONE:  So,

          6  obviously, maybe not obviously, but parties in my

          7  district, and I started out before as a Council

          8  Member suing to close that, wanted -- although

          9  there's a legal loophole which is allowing them to

         10  remain open.

         11                 MR. SCHILDWACHTER:  For a couple of

         12  years.  I don't think it's for a long time.  I think

         13  it's just a short period of time.

         14                 COUNCIL MEMBER VALLONE:  Basically

         15  until we get over 80 percent production elsewhere,

         16  which is a ridiculous rule.  We've got about 77

         17  percent right now.  But so are you aware of the

         18  result now?  Are they actively searching or

         19  intending to use this biofuel?

         20                 MR. SCHILDWACHTER:  Okay, now this is

         21  New York Power Authority, and they are working with

         22  NYSERDA and with Brookhaven Labs to develop perhaps

         23  a different feedstock, but the concept of cleaning

         24  green, green is good, as I think Gene mentioned.  I

         25  got my green birthday tie on, so it isn't always
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          2  easy being green, but that's very definitely a state

          3  policy to try to clean as well as they can.  And

          4  even in power plants, and I think that is the way

          5  it's going to go.  If you want exact detailed

          6  information on it, get a hold of the fellows in

          7  White Plains, New York Power Authority, and I'm sure

          8  they'll give you the results of those tests.

          9                 COUNCIL MEMBER VALLONE:  Is there

         10  anybody specific that you think I should speak to?

         11                 MR. SCHILDWACHTER:  Yes, I'm trying

         12  to think of it. Bill Lauer (phonetic) is the fellow

         13  that ran the test, and Jim, I'll call you and give

         14  his name, but anyone really there.  The President of

         15  New York Power Authority is, I'm sorry, I lost his

         16  name, but I'm sure you could get that information

         17  specifically what the test results of that test,

         18  October 24th and October 25th.

         19                 COUNCIL MEMBER VALLONE:  If you could

         20  send me the information you have.

         21                 MR. SCHILDWACHTER:  Sure.

         22                 COUNCIL MEMBER VALLONE:  My phone is

         23  274- 4500- 718. 274- 4500.  If you will send me.  I

         24  already spoke to somebody who represents you.

         25                 MR. SCHILDWACHTER:  274.

                                                            98

          1  COMMITTEE ON ENVIRONMENTAL PROTECTION

          2                 COUNCIL MEMBER VALLONE:  4500.

          3                 MR. SCHILDWACHTER:  That would 718?

          4                 COUNCIL MEMBER VALLONE:  Right.  I'd

          5  like to get moving on this as quick as possible.

          6                 MR. SCHILDWACHTER:  Okay, 274 what?

          7                 COUNCIL MEMBER VALLONE:  4500.

          8                 MR. SCHILDWACHTER:  4500, all right.

          9                 COUNCIL MEMBER VALLONE:  I can give

         10  you a cell phone number too if you'd like.

         11                 MR. SCHILDWACHTER:  But don't call

         12  after 11 o'clock, right?

         13                 COUNCIL MEMBER VALLONE:  Yes, good.

         14  But I want to get moving on this as soon as

         15  possible.

         16                 MR. SCHILDWACHTER:  Sure.

         17                 COUNCIL MEMBER VALLONE:  Because this

         18  is very intriguing.  And I want to find out how this

         19  might relate to private companies because, as you

         20  know, other than Poletti, there aren't any other

         21  state run facilities, especially in my district,

         22  which provides over 75 percent of the power for the

         23  entire City right now, so perhaps we can mandate its

         24  use at private facilities also, so I know we need to

         25  get out of this room, so I'll look forward to
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          2  getting this information from you as soon as

          3  possible, so thank you all.

          4                 MR. SCHILDWACHTER:  Councilman, I

          5  agree with what you've said.  I have a real problem,

          6  and I hate to really the word mandate, I have

          7  difficulties with that word because there's so much

          8  that goes into a mandate.  That means a law that

          9  someone like everyone needs to comply with, and I

         10  think that's a problem.  I really do.  But anyway,

         11  some mechanism, from a financing viewpoint, tax

         12  credit viewpoint, that's great.  I think that would

         13  work.

         14                 CHAIRPERSON GENNARO:  Thank you.

         15  Just very, very quickly I want to get one last

         16  little question on the record before I move to the

         17  other panels that we have to hear from, and time is

         18  short.

         19                 You spoke, Dave, briefly to the good

         20  experience with regard to NOx from stationary

         21  sources, but there has certainly been concern, and

         22  this will be spoken to by one of our panelists that

         23  we're going to hear from next, but there's still

         24  some concern about slight increase when you use the

         25  biodiesel in mobile sources.
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          2                 MR. SCHILDWACHTER:  For

          3  transportation.

          4                 CHAIRPERSON GENNARO:  Yes.  Has it

          5  been your experience that the NOx?

          6                 MR. SCHILDWACHTER:  I don't have any

          7  experience.  I don't test any NOx's, but if you --

          8                 CHAIRPERSON GENNARO:  Gene, I think

          9  has something to add to this.

         10                 MR. PULLO:  That test that you're

         11  speaking about was done in 2002.  At the time of

         12  that test, 74 percent of the vehicles used in that

         13  test were 1994 or older vehicles.  94 percent of the

         14  vehicles were 1997 and older vehicles.  Newer engine

         15  technology with computerization on the diesel

         16  engines have made them run much more cleaner.  A new

         17  recent test from the National Renewable Energy

         18  Laboratory, which is part of the Department of

         19  Energy, done in 2006, September 28, 2006, it was

         20  published.  The small apparent increase in NOx

         21  reported for engine testing results in the EPA 2002

         22  review occurred because the database was not

         23  adequately represented on highway engines.  In

         24  particular, nearly half of the NOx observations

         25  occurred in the review were from engines from a
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          2  single manufacturer.  Newer engines and chassis

          3  studies which on average show B20 effect on NOx are

          4  not representative samples either. However,

          5  considering all of the database which concluded that

          6  B20 has no net impact on NOx.  This report is

          7  available.

          8                 CHAIRPERSON GENNARO:  Thank you.

          9                 MR. BAKER:  The bottom line on NOx is

         10  that it's all --

         11                 CHAIRPERSON GENNARO:  You have to

         12  speak in the microphone for your statement.

         13                 MR. BAKER:  I just said that -- Brent

         14  Baker.  The bottom line on NOx is that the old EPA

         15  test data is old information, and the industry is

         16  lobbying hard to get that off the books because the

         17  new test data does not support it.

         18                 CHAIRPERSON GENNARO:  Okay, well,

         19  that's going to have to be the last word, but we're

         20  very, very grateful to this panel and so this is

         21  like the pioneer panel here.  I have officially so

         22  designated that by the power vested in me.  So thank

         23  you very much for being here, but we got to get the

         24  other panels up here.  I appreciate it because we

         25  got the sergeant, and he needs the room for another
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          2  hearing.

          3                 We have Nathanael Greene from NRDC

          4  and Corri Freedman from American Lung Association.

          5  Okay, thank you.  Mr. Greene, a pleasure seeing you.

          6    Ms. Freedman, thank you for being here as well.

          7  I'll tell you what.  We're going to dispense with

          8  the swearing in.  We'll just have to move forward,

          9  and we're more interested in hearing your testimony

         10  than having you swear at us. Ladies first, is that

         11  okay?

         12                 MS. FREEDMAN:  Sure, I'll take

         13  advantage of that. Hi, my name is Corri Freedman.

         14  I'm here on behalf of the American Lung Association

         15  of the City of New York and the American Lung

         16  Association of New York State, and I'm joined by my

         17  colleague, Peter Iwonowitz (phonetic), who's come

         18  down from Albany today.

         19                 I'll go into some of my testimony

         20  although some of it has been heard already, so I'll

         21  cut it down a little bit.

         22                 We all know that New Yorkers are

         23  exposed to some of the most unhealthy air in the

         24  country.  For the seventh year in a row, the

         25  American Lung Association's State of the Air report
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          2  found that the air quality in New York City is poor

          3  due in large part to ozone and particle pollution,

          4  which pose serious health threats for New York City

          5  residents, especially those living with respiratory

          6  disease.

          7                 We know that in New York City alone

          8  one million residents are living with asthma,

          9  including 300,000 children, which I think is very

         10  important when you think about what we heard from

         11  the Mayor's Office about heating oil in the schools,

         12  what's being used and the extra pollution that

         13  they're being exposed to in the school setting.

         14                 In order to significantly improve New

         15  York City's air quality, our Associations have long

         16  advocated for cleaning up heating oil.  The

         17  combustion of sulfur- laden home heating oil

         18  contributes significantly to the high ambient

         19  concentrations of ozone and fine particles found in

         20  New York State, particularly in New York City and

         21  all of the surrounding counties.

         22                 To that end, we are strong advocates

         23  for the use of biodiesel in the home heating sector

         24  to address a significant source of pollution.  Home

         25  heating oil is essentially the same as diesel fuel

                                                            104

          1  COMMITTEE ON ENVIRONMENTAL PROTECTION

          2  except there are virtually no limits to the level of

          3  sulfur that can be in it.  Since it has such a high

          4  level of sulfur, combustion of home heating oil

          5  makes it the second largest source of sulfur dioxide

          6  emissions in the State, second only to the power

          7  sector.

          8                 In New York City alone, nearly one

          9  million households heat their homes each winter with

         10  heating oil.  Over 79 percent of the state's

         11  consumption of heating oil occurs right here in the

         12  New York metropolitan area, contributing to our poor

         13  air quality.  Yet most New Yorkers are not aware

         14  that this is a significant source of pollution in

         15  their homes and that alternative cleaner fuels exist

         16  for home heating purposes.

         17                 Bioheat is one such alternative that

         18  New York City should work to promote as a cleaner

         19  cost efficient option.  Though biodiesel use in the

         20  transportation sector has been shown to increase

         21  nitrogen oxide emissions, bioheat has been shown to

         22  reduce emissions of all pollutants.  Promoting the

         23  use of bioheat consisting of 20 percent biodiesel in

         24  combination with lower or ultra low sulfur fuel,

         25  will significantly eliminate the sulfur dioxide
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          2  emissions from heating oil use and simultaneously

          3  reduce NOx emissions.

          4                 Not only will cleaner fuels result in

          5  decreased emissions of harmful pollutants, but use

          6  of cleaner fuels can also produce economic

          7  advantages for the consumer.  For example, boilers

          8  need to be serviced less frequently, and they have

          9  been shown to foul at least 50 percent less

         10  frequently.  In fact, if cleaner home heating oil

         11  were used statewide, homeowners would save $200

         12  million annually in cleaning costs.

         13                 At the state level, you've heard

         14  about the bioheat tax credits.  That was passed for

         15  the 2006- 2007 heating season. It's set to expire on

         16  July 1, 2007, so this is a very timely issue and

         17  something that we're advocating for at the state

         18  level to be re- introduced, but we could really use

         19  the City's help in advocating for this and also

         20  helping to publicize it.  As we heard from the

         21  industry folks, most people don't know about it, and

         22  they took it upon themselves to publicize it.  It

         23  would be particularly beneficial to New York City

         24  apartment owners and large co- ops and would

         25  encourage them to use cleaner fuel.  These buildings
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          2  currently either use Number 2 fuel, capped at 2,000

          3  parts per million of sulfur or a heavier Number 6

          4  fuel capped at 3,000 parts per million.  Because

          5  Number 6 is cheaper, several co- ops are choosing

          6  this dirty alternative, but New York City should

          7  work to encourage homeowners to use much cleaner

          8  heating oil by supporting the extension of this tax

          9  credit.

         10                 Additionally, we urge the City

         11  Council to take action in capping the allowable

         12  sulfur content of home heating oil to 15 parts per

         13  million, the current on highway standard.  We

         14  believe the City Council can start by legislating

         15  the use of lower sulfur heating oil like bioheat and

         16  ultra low sulfur diesel in all city- owned

         17  properties, as others have mentioned today, and then

         18  cap the sulfur levels of heating oils citywide.

         19                 Just to go in a little bit on the

         20  transportation sector, use of biofuels in the

         21  transportation sector is being highly promoted as a

         22  means to lower pollution levels and to lessen

         23  petroleum dependence.  We think decision makers

         24  should carefully analyze the use of biofuels and

         25  mobile applications to prevent unintended air
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          2  pollution increases.  For example, low

          3  concentrations of ethanol in gasoline can lead to an

          4  increase in ozone forming emissions.  Evidence to

          5  date suggests that biodiesel can assist by reducing

          6  particulate emissions.  However, past research

          7  indicates that biodiesel can increase the emissions

          8  of NOx, an important smog precursor and a fine

          9  particulate particle forming agent.  Decision makers

         10  need to review all emissions data on biodiesel to

         11  draw firm conclusions and identify mitigation

         12  strategies to address potential concerns with NOx

         13  emissions.

         14                 Thanks for the opportunity to

         15  comment, and we're happy to entertain any question.

         16                 CHAIRPERSON GENNARO:  Thank you,

         17  Corri.  We'll pose some questions, but I learned a

         18  lot in like three pages.  I really appreciate that.

         19  Thank you.  Mr. Greene?

         20                 MR. GREENE:  Thank you very much for

         21  having me here. I'm Nathanael Greene from the

         22  Natural Resource Defense Council. I'm a Senior

         23  Policy Analyst there, and for the last five or seven

         24  years I've been really focusing on bioenergy broadly

         25  and biofuel specifically.  I want to let you know
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          2  how NRDC has been thinking about biofuels and then,

          3  I think inject an important note of caution.

          4                 The NRDC comes at biofuels as a tool

          5  to solve and try to reverse the global warming

          6  that's already occurring and stop future global

          7  warming, and we do believe that biofuels can be done

          8  right and play an important and large scale role in

          9  fighting global warming.

         10                 But most of what we've been talking

         11  about today, the issues of tailpipe related impacts

         12  of biofuels, are actually a relatively small part of

         13  the overall environmental picture associated with

         14  biofuels.

         15                 Biofuels can be good for the

         16  environment, but it is not a given.  The way we

         17  produce the feedstocks, the palm oil, the soy oil,

         18  the corn, the sugar cane, all of the raw biomassed

         19  material and that we then refine into these fuels

         20  really dominates the overall environmental impacts

         21  of biofuels.  You may have read in the newspapers

         22  and magazines recently the stories of rain forests

         23  being burned, both the timber being burned and then

         24  the soils, the peat being burned as well, in

         25  Malaysia and Indonesia, most particularly, to
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          2  produce land to grow palm oil to feed Europe's

          3  demand for biodiesel.

          4                 This clearing has taken relatively

          5  tiny countries like Malaysia and Indonesia and moved

          6  them into the top sources of anthropogenic global

          7  warming pollution, a transition that is sort of

          8  almost unimaginable unless you realize and step back

          9  and realize that land use conversion overall

         10  globally is responsible for about 20 percent of

         11  human global warming pollution.

         12                 So the land use changes associated

         13  with how we grow our biomass really dominate the

         14  overall global warming impacts of using these fuels,

         15  and unfortunately, because the agricultural markets

         16  are international in scope and operate as any market

         17  does in trying to achieve sort of an elite

         18  equilibrium between supply and demand, the impacts

         19  are often very much indirect.

         20                 So we start using soy oil here in the

         21  United States. It seems like a nice domestic source

         22  of vegetable oil that we can process into biodiesel,

         23  but that causes soy oil demand to go elsewhere.

         24  It's not like the soy oil that we're now using for

         25  biodiesel isn't still in demand for cooking oil and
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          2  other food related process.  That soil oil demand

          3  moves down to Brazil predominantly.  It may not even

          4  move.  Some of that will move right into the

          5  rainforest, which is a prime place to grow soy oil,

          6  so they slash and burn the rainforest in Brazil to

          7  plant soy, but some of it may go into grasslands,

          8  where ranchers and cattlemen are raising cattle down

          9  there, and those cattlemen then move into the

         10  forest.

         11                 So you have these both direct and

         12  indirect effects. Obviously, the Malaysia and

         13  Indonesia stories are very much direct. The story of

         14  soy oil here in the United States is one of very

         15  much indirect impacts.

         16                 The same is true of corn.  The

         17  predominant way of growing corn in the United States

         18  is a corn soy rotation where every other year you

         19  grow one crop or the other, helps with pesticide

         20  reduction, nitrogen fertilizer reduction.  But if we

         21  increase our demand for corn ethanol significantly,

         22  as we are doing right now, we already are seeing

         23  farmers shift from a corn soy rotation to a corn

         24  corn rotation, which reduces the amount of soy we

         25  produce.  Again, it's not like the demand goes down,
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          2  just the production here in the United States goes

          3  down, and again that production is going to be met

          4  not on a one- for- one basis, elasticities and

          5  everything being what they are, it's going to be a

          6  smaller amount, but some amount is going to be

          7  produced somewhere else, again probably causing

          8  rainforest destruction somewhere.

          9                 And then there are whole host of

         10  environmental impacts associated beyond the global

         11  warming pollution of increasing agricultural

         12  intensity, the amount of demand we make per acre,

         13  which generally comes with increased water

         14  pollution, increased soil erosion, and increased

         15  wildlife habitat destruction.           Again, these

         16  impacts, some of them are direct and some of them

         17  are indirect, but unless we are paying attention to

         18  them as we increase our demand for biofuels more

         19  broadly, we are almost certainly going to be

         20  increasing these impacts.

         21                 So, as I said at the beginning, NRDC

         22  does believe that we can do biofuels right, but

         23  especially as the City Council and the Mayor think

         24  about establishing mandates and requiring increases

         25  in our consumption of these fuels, we need to
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          2  simultaneously think about how the producers of

          3  those fuels are buying their biomass and

          4  establishing environmental criteria for their source

          5  of materials.  It's very much like specking recycled

          6  paper.  It's not just about the paper we consume.

          7  It's about the materials that are used to produce

          8  that paper.

          9                 In order to really do this right, we

         10  need to keep a few things in mind.  A lot of these

         11  impacts, especially the indirect impacts, can only

         12  be managed through a comprehensive climate policy.

         13  And fortunately, the City is really leading the way

         14  in a lot of ways in thinking and action on this, but

         15  we need to make that very much clear, that our

         16  commitment to biodiesel or bioethanol or any of

         17  these biofuels is part of an overall commitment to

         18  try to drive, not just the City but our country as a

         19  whole, to address climate global warming pollution.

         20                 Then we need to establish specific

         21  standards really for the fuels.  And, of course,

         22  most importantly, put the fuels in the most

         23  efficient vehicles possible because whether we're

         24  using regular old petroleum or the fanciest and

         25  coolest of biofuels, if we're not putting it into
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          2  the most efficient vehicle, then we're either

          3  wasting that gallon of petroleum, or we're wasting

          4  the acre of land that was used to grow the feedstock

          5  to make the biofuels.

          6                 Just in conclusion, this market is

          7  growing so fast. We're in a real gold rush situation

          8  right now.  Unless we start to really pay attention

          9  to the quality, the environmental quality of the

         10  biofuels, not just as we see their impacts here in

         11  the City at the tailpipe and the smoke stack, but

         12  really going back to where the biomass is grown and

         13  how it's grown and whole agricultural system in

         14  which it's grown, we're really going to end with a

         15  lot of fool's gold.  So I urge you to think about

         16  the whole system.

         17                 CHAIRPERSON GENNARO:  Well, thank

         18  you.  It's hard for me to even explain how much both

         19  of your statements have really enriched this

         20  Hearing, and I do appreciate that.

         21                 Mr. Greene, with regard to doing it

         22  right, you indicated that there is a way to do

         23  biofuels right.  Then you started getting into a

         24  little bit about specking, and so on and making sure

         25  that we know where the biomass comes from.  Anything
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          2  further on how we may configure legislation that

          3  looks like that? Or are there any prototypes, or

          4  other kinds of legislation that we've done that kind

          5  of speak to that?  Help me out here.

          6                 MR. GREENE:  Yes, absolutely.  There

          7  are a variety of different models out there that

          8  we're using today.  Things like specking recycled

          9  paper is a good example where we say we want a

         10  product that has a certain history to it.

         11                 Then there are other examples where

         12  we speck specific types of wood, we prohibit certain

         13  types of wood used, and the challenge is that this

         14  is all happening so fast that really around the

         15  world there are efforts now to figure out what a

         16  comprehensive sustainability standard is for

         17  biomass.

         18                 So getting the City plugged into

         19  those efforts is a critical step, and there are a

         20  lot of mayors around the country and city councils

         21  that are starting to think about this, so it's an

         22  opportunity for New York to lead it, as well as

         23  really just expand its understanding.

         24                 CHAIRPERSON GENNARO:  Do you know of

         25  other jurisdictions specifically that have entered
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          2  the arena?

          3                 MR. GREENE:  Unfortunately at this

          4  point, no one except in the Netherlands has actually

          5  established a specific standard for sustainability.

          6  I think the Netherlands standard only at this point

          7  looks global warming pollution, which is a portion,

          8  a large chunk of it.  So it really is a question of

          9  simultaneously as we think about important

         10  recommendations like we've heard today about using

         11  biodiesel in ways that we get the most benefit at

         12  the tailpipe here in the City, things like using it

         13  for home heating, simultaneously building up an

         14  understanding and making sure that we don't lock

         15  ourselves into a level of consumption or type of

         16  consumption that we can't add these specifications

         17  in as we start developing them.

         18                 CHAIRPERSON GENNARO:  Thank you.  We

         19  have to get to our last witness certainly, but Ms.

         20  Freedman, I just wanted to state that I noticed with

         21  interest about the tax credit issue, and we

         22  certainly want to follow up with you on that to see

         23  what role we can play with you on that.  Because

         24  we'd like to work with you on that.  You mentioned a

         25  study with regard to Nox emissions and, of course,
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          2  the industry representatives, as you heard,

          3  indicated that the study is no longer an issue

          4  because of updated technology, newer engines, and

          5  what's your understanding of that?

          6                 MS. FREEDMAN:  I can defer to Pete in

          7  a second.  I think looking at, we always at the Lung

          8  Association like to look at all the science that's

          9  out there.  Looking at just one study and saying

         10  that that provides conclusive evidence about the Nox

         11  emissions, we would just caution against that.  We

         12  still have concerns about it, and if I can defer to

         13  Pete, he can speak specifically to the issues.

         14                 CHAIRPERSON GENNARO:  Okay, quickly.

         15  State your name for the record.

         16                 MR. WONOWITZ:  Absolutely.  Peter

         17  Wonowitz with the American Lung Association, New

         18  York State.  I was at the session when ENRELP

         19  (phonetic) presentation was mentioned earlier was

         20  presented, and the question really is, is it the NOx

         21  reductions or no penalty in NOx from those analyses

         22  a result of the B20, or is it the newer engine

         23  reflashing that was going on?  And they weren't able

         24  to answer that question.

         25                 CHAIRPERSON GENNARO:  I see.
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          2                 MR. WONOWITZ:  We think the question

          3  is still open about biodiesel in that sector, and

          4  with a huge market in the stationary side with

          5  tremendous advantages without any questions, that's

          6  really where the policy makers should be putting

          7  their emphasis.

          8                 CHAIRPERSON GENNARO:  Okay, thank

          9  you.  I appreciate that.  What's your belief as to

         10  when that we can use these biofuels to earn tax

         11  implementation plan credits, or so- called SIP

         12  credits for the state, is that a part of the

         13  organization plan for a cleaner air compliance?

         14                 MR. GREENE:  I think it can be.  We

         15  have to be very careful obviously how we use it.  As

         16  my colleague has pointed out, using low blends,

         17  particularly of ethanol, probably actually

         18  exacerbates urban ozone issues, so short of figuring

         19  out ways to use ethanol as high blends, ethanol

         20  would be problematic from a SIP perspective.

         21                 But the biodiesel as home heating oil

         22  as a potential, I guess a point of caution is going

         23  back to sort of my broader issue just about the

         24  scale, the amount of biodiesel that is likely to be

         25  available.  If we used every gallon of soy oil that
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          2  we produce here in the United States here, diverted

          3  all of that to making biodiesel, we could meet about

          4  10 percent of our current diesel demand.  Diesel

          5  demand makes up about 10 percent of our overall oil

          6  consumption, so we're talking about one percent of

          7  our overall oil consumption.

          8                 The market already, we use about 40

          9  billion gallons of diesel today.  The market already

         10  has capacity or is on course to have capacity to

         11  produce over a billion gallons of biodiesel, so we

         12  probably are very rapidly approaching the limit to

         13  how much biodiesel we can produce certainly without

         14  huge environmental impacts through displaced

         15  vegetable oil demand, and I suspect economic limits

         16  on the quantity of oil that we can divert.

         17                 So I wouldn't count on huge amounts

         18  of biodiesel becoming readily available for all

         19  sorts of uses, which goes back to the point of

         20  finding the most highest value uses of the

         21  biodiesel, things like the home oil, rather than

         22  just putting it into any old fleet.

         23                 CHAIRPERSON GENNARO:  Thank you, Mr.

         24  Greene.  I think you're good on that.  I'm trying to

         25  move forward.
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          2                 MR. WONOWITZ:  I'll be extremely

          3  brief.  Your answer is yes.  Whether it's through

          4  the use of biodiesel as a heating fuel substitute or

          5  lowering sulfur in existing fuel oils, you can

          6  reduce particulate matter associated with combustion

          7  of the fuels, and that can then be quantified into a

          8  state implementation plan from PM2.5 purposes.  It's

          9  a little tricky, it's not easy, but it can.

         10                 CHAIRPERSON GENNARO:  Thank you.  And

         11  with that said, we have to move to our last witness.

         12    Thank you so much for being here and making a big

         13  difference in the hearing.  Our last witness, John

         14  Nettleton from Cornell University.  Mr. Nettleton,

         15  we'll dispense with the swearing in.  I just want to

         16  hear your testimony.  You got to speak right into

         17  the microphone there.

         18                 MR. NETTLETON:  I'll excerpt my

         19  remarks and go straight to the questions.  A lot of

         20  this stuff was covered by folks that I work with in

         21  the field.

         22                 My name's John Nettleton.  I'm with

         23  Cornell Cooperative Extension in New York City, and

         24  I do program development around energy and food

         25  security issues.  I'd like to highlight and sort of
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          2  piggyback on some of the comments that were made,

          3  and then I have some suggestions from the applied

          4  research that we've been doing.

          5                 There's been a lot of discussion both

          6  of we're looking at biofuels both ethanol and

          7  biodiesel.  They're different. Biodiesel is

          8  inherently greener.  The reasons are several- fold.

          9                 I think we should start out by

         10  realizing that both of these are carbon sources.

         11  This is not a magic bullet.  In other words,

         12  biodiesel will reduce greenhouse gas emissions from

         13  regular diesel by about 41 percent.  Ethanol will

         14  reduce greenhouse gas emissions compared to gasoline

         15  by about 12 percent, so they're both still sources.

         16  This is not a sink in the way it's being done now,

         17  and that goes back to the NRDC comment.

         18                 The other important point is that

         19  ethanol is energy by volume has about half the

         20  energy of either gasoline or biodiesel, so it's, in

         21  essence, really a highly subsidized way to brew weak

         22  beer, quite frankly.  That means that if you tank

         23  up, if your colleague with the new hybrid SUV tanks

         24  up with E85, his mileage is going to go down by 20

         25  percent, and he's going to use five gallons of
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          2  slightly cleaner fuel to go the same distance that

          3  four gallons of gasoline will take him.  So those

          4  are some of the larger scale issues I think we have

          5  to look at.

          6                 The real advantage is in New York

          7  City in terms of space heating.  In the United

          8  States east of Pittsburgh and north of Washington,

          9  D.C. is about 90 percent of all the oil fired heat.

         10  The rest of the country is natural gas and some

         11  electric.

         12                 As a correction, I think I corrected

         13  it on the pages.  On page three, half the City's

         14  housing stock, that three million dwelling units is

         15  half the City's housing stock, which is a little

         16  over six million.  That's the '96 figure, uses

         17  either oil fired heat or interruptable gas, which

         18  means when the temperature goes below 15 degrees,

         19  the key span or the utility will automatically

         20  switch you over to oil.  So those are the two

         21  opportunities.

         22                 It's significant, as was pointed out

         23  by the two previous speakers who were talking about

         24  a huge particulate load in the City, both from power

         25  plants and from residential uses. Poletti burns
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          2  86,000 gallons an hour when it's going at full

          3  power, and that gives New York the third highest

          4  mortality rate from particulates, again, this is

          5  from their study, behind Beaumont, Texas and Baton

          6  Rouge, both of which are big oil refinery centers.

          7  So we're really looking at oil heat in the buildings

          8  as the real advantage and opportunity we have here.

          9                 Green buildings are great.  We've got

         10  about 100.  If you large in the City out of 950,000

         11  buildings, so we really have to re- work the housing

         12  stock that we've got.  Dave Schildwachter and Paul

         13  (sic) Pullo, we're working with them to demonstrate

         14  B20 in apartment buildings.  The price margin has

         15  come down now, so that with the tax credit people

         16  are beginning to sign on.

         17                 Again, it's like any new technology.

         18  People are hesitant.  There's a lot of sort urban

         19  myth out there about what it's going to do to your

         20  system, but clearly the dissonance between the

         21  discussion earlier about the school board buildings

         22  and what you can actually do, we could all be out

         23  there doing this yesterday.  I think that's the

         24  important point, and it's going to be a substantial

         25  cut in pollutants, particulates, CO2, sulfur dioxide

                                                            123

          1  COMMITTEE ON ENVIRONMENTAL PROTECTION

          2  and the NOx there's data on both sides of the

          3  questions. It seems to be slightly lower for

          4  boilers.  Again, there's data for transport that

          5  goes both ways.

          6                 The other issue is what we call big

          7  small users. All the universities, all the hospitals

          8  that are on interruptable gas, even moderate sized

          9  universities, St. John's University uses two million

         10  gallons a year.  So all the institutions can readily

         11  take advantage of this.  And when you look at the

         12  Housing Authority, you've got 170,000 units.  80

         13  percent of those are oil fired.  Most of them are

         14  not co- generation actually because most of them are

         15  just burning Number 6, and they're in health

         16  districts where the asthma is off the charts.  So if

         17  I had one wish, one rub the- lamp wish, it would be

         18  that the Housing Authority take those developments

         19  in the high asthma districts, Morrisania, Bushwick,

         20  South Bronx, and immediately get those on to B20.

         21  That's a good place to start.

         22                 Constraints.  There are some

         23  refineries coming on. Metro is doing that.  There's

         24  one in Elizabeth.  The other constraint as been

         25  pointed out is that most of this stuff is coming
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          2  from the Midwest, so we have to develop some

          3  regional supplies. We're looking clearly from a

          4  transportation cost and energy point of view.  Barge

          5  is better than rail.  Rail is better than truck.

          6  The new plant that's underway in Elizabeth is

          7  getting their soy oil barged up from Delaware, so

          8  clearly if we can figure out, in Cornell we're

          9  working with colleagues upstate to figure out a way

         10  to -- that's what the Hudson River is there for.

         11  That's how New York City got here.  We've got a

         12  harbor.  Both Schildwachter and Metro and the Tri-

         13  State diesel, they're all on the water.  They can

         14  all take barge supplies, so that would be a real

         15  opportunity. It's a niche fuel, as was pointed out.

         16  If you took all the apartment buildings in New York

         17  City, all the apartments, you figure 700 gallons a

         18  heating season, you multiply that out by 2.92

         19  million units, you give them all B20, that's this

         20  year's national supply.  So it's not going to

         21  happen, but we can make a big difference with that

         22  and tie it in with some New York supply.

         23                 Reinforcing the comment about palm

         24  oil.  I think the Council should seriously look at

         25  the same kind of standards that you have in terms of
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          2  sustainable forestry.  The data that shows that

          3  you're generating three times the tonnage of carbon

          4  dioxide by burning off the land to grow palm oil is

          5  really counter productive because the global warming

          6  problem doesn't really stop at the Holland Tunnel or

          7  any national boundaries.

          8                 In a previous incarnation I taught

          9  what was probably the first course, it was at

         10  Manhattan College in the Government and Politics

         11  Department, called Urban Impacts of Global Climate

         12  Change. If you were taking it in the spring of 1990,

         13  it would have been a very, very nice seminar.

         14                 So what you see with that kind of

         15  drive that Nathanael brought up is that in the

         16  Midwest now you've got ethanol plants.  Natural gas

         17  prices are going up, so they're powering their

         18  ethanol plants with coal, not a good idea.  Since

         19  the corn crop is going to be the highest since 1946,

         20  you need what for corn?  You need fertilizer, made

         21  with natural gas.  So where's the fertilizer going

         22  to be coming from?  Saudi Arabia and Venezuela

         23  because it's cheaper to produce it there, so we're

         24  substituting our fuel demand with a fertilizer

         25  demand.
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          2                 Some quick recommendations.  One is

          3  the Housing Authority and start with those

          4  developments in those health districts that have

          5  elevated asthma rates.  The DCAS example was brought

          6  up.  I think if people standing in line at One

          7  Center Street to get their marriage license knew

          8  that the municipal building was using B20, it would

          9  make a difference because you have that power of

         10  demonstration.

         11                 Assisting in helping with the success

         12  stories that we're getting out of the privately

         13  owned buildings, that's another opportunity.

         14                 The large users can't get the tax

         15  credits.  Those are for individual taxpayers or for

         16  co-ops and their corporate franchise tax, but there

         17  is the potential for looking at gross receipts tax.

         18  If you want to make Mt. Sinai, while Cornell,

         19  Memorial Sloan Kettering, make their boards feel

         20  more comfortable with this, the opportunity to at

         21  least modify the gross receipts tax based upon the

         22  percentage of biofuel or biodiesel is an

         23  opportunity.  That's a tricky subject because you're

         24  taking money out of the till, but it's certainly

         25  something to look at.
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          2                 Municipal operations, ag markets in

          3  New York City EDC, you have the Hunts Point Market,

          4  you have hundreds and hundreds of trucks that are

          5  idling all day, making the South Bronx a real

          6  serious area of concern for asthma.  The opportunity

          7  to have some co- generation or biofuel powered

          8  electricity so those trucks can be turned off, would

          9  be a good thing.

         10                 Looking at B20 for all of the ferries

         11  when they pull away from the ferry slip, you got a

         12  black cloud.  The crews are breathing that on their

         13  eight- hour shift.  The commuters are breathing

         14  that.  That's all particulate.  There's no reason

         15  that all the water taxis and the Staten Island

         16  ferries, which are burning something called bunker

         17  fuel, which is much, much dirtier than Number 6

         18  should be cleaned up.

         19                 The other opportunities would be to,

         20  you think about a film crew.

         21                 CHAIRPERSON GENNARO:  Is that in here

         22  about the ferries?

         23                 MR. NETTLETON:  Yes.

         24                 CHAIRPERSON GENNARO:  Okay.

         25                 MR. NETTLETON:  The film crews that
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          2  are on location, those nice trailers that are

          3  heating, lighting and cooling all those tall, thin,

          4  good- looking women that are out there being filmed.

          5                 CHAIRPERSON GENNARO:  I hadn't

          6  noticed.

          7                 MR. NETTLETON:  Those are all, I

          8  mean, they're not popular in the neighborhood

          9  because they're really disrupting things, but

         10  they're also burning diesel fuel.

         11                 CHAIRPERSON GENNARO:  I was making a

         12  joke.

         13                 MR. NETTLETON:  Okay, I got it.  But

         14  from a neighborhood point of view, that's a serious

         15  impact in the neighborhood, and those are all

         16  trailers, and those are stationary engines where you

         17  can go way above B20 if you get an opportunity.

         18  Helping with the look at barge traffic, helping

         19  improve supply and developing some cooperative

         20  agreements.  I think the opportunity for a policy

         21  standard around some of these oils in terms of point

         22  of origin is very important.

         23                 CHAIRPERSON GENNARO:  Well, Mr.

         24  Nettleton, thank you.  This is, after all, an

         25  oversight hearing, but with a view towards
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          2  developing legislation, and you've given us some

          3  very, very helpful insights we know will help us as

          4  we go forward.  We want to thank you for coming here

          5  and sharing your wisdom with us.  It's very, very

          6  useful what you put forward, and we thank you for

          7  your patience and your willingness to stick it out

          8  and thank you very much, Mr. Nettleton.  Thanks

          9  again.  And with no one else wishing to be heard,

         10  this hearing is adjourned.  Thank you all very much

         11  for participating.

         12                 (Hearing concluded at 1:15 p.m.)
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          2              CERTIFICATION

          3

          4

          5     STATE OF NEW YORK   )

          6     COUNTY OF NEW YORK  )

          7

          8

          9                 I, DEBORAH RICHARDS, do hereby

         10  certify that the foregoing is a true and accurate

         11  transcript of the within proceeding.

         12                 I further certify that I am not

         13  related to any of the parties to this action by

         14  blood or marriage, and that I am in no way

         15  interested in the outcome of this matter.

         16                 IN WITNESS WHEREOF, I have hereunto

         17  set my hand this 11th day of April 2007.
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          2             C E R T I F I C A T I O N

          3
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          5

          6

          7

          8

          9            I, DEBORAH RICHARDS, do hereby certify the

         10  aforesaid to be a true and accurate copy of the

         11  transcription of the audio tapes of this hearing.
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