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Overview

The U.S. biofuels sector in 2023 registered the
flourishing of new technologies and billions in
new investments  Vand an unprecedented low
level of M&A activity: only two operating

biofuels plants and two non -operating plants,
worth 310 million gallons per year (MGPY) of
plant capacity. All the M&A activity occurred in
ethanol. There were no deals in renewable
diesel (RD) or biodiesel (BD).

Investors placed significant bets on the
industry continuing to prosper, but the M&A
market was spooked by the uncertainty of the
tax credit implementation, an uptick in
ethanol profitability, the shifting dynamic
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between RD and BD, and the new structure
and ownership of RD plants. Ultimately, these
factors resulted in irreconcilable valuation

gaps between buyers and sellers. Ocean Park
was aware of and advised on several
transactions that could not find a market -
clearing price and structure.

While all was quiet on the M&A front,
companies committed billions of dollars to
strategic joint ventures, new greenfield
construction, refinery conversions, plant
expansions, feedstock investments, and
carbon capture & sequestration (CCS)
initiatives.
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Ethanol M&A

NORTH AMERICAN ETHANOL M&A, 2019  -2023
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Source: Ocean Park analysis.
Note: Excludes minority ownership transactions.

In 2023, ethanol M&A volume was below average. Only two operating and two non -operating
plants changed hands.

The four transactions involved four plants with 310 MGPY of combined capacity:

@) VERBIO bought South Bend Ethanol from Mercuria Investments

VERBIO, a German biofuels producer, acquired South Bend Ethanol from Mercuria
Investments. The 85 MGPY plant in South Bend, Indiana added a second ethanol plant to
GMé=uAyr ,eEnt ! BN&edQAA RANNAS

Green Plains sold its ethanol plant in Atkinson, Nebraska .

O

Green Plains completed the sale of its 55 MGPY non -operating ethanol plant in Atkinson,

. NkcArt A Reac avnsv BgAAKdeA Ae AN ?2ADZr QKer NDZ k? " Nas
production capacity six percent to 903 MGPY, across 10 ethanol plants. Green Plains remains

the fourth largest ethanol producer in the u.sS.

0 Cardinal Ethanol acquired substantially all of the assets of Element, LLC.

>AEDHANAK Mat AANe K A Qe ? d &N DZ-opa&aMiByiethangl plantinColWicheeh Ae A
Kansas for $44 million through a bankruptcy.

0 KAAPA acquired a majority interest in Aurora > e e n N&A aahénsly plant in Aurora,
Nebraska .
KAAPA Ethanol and Aurora Cooperative closed on a joint venture, forming KAAPA Partners
Aurora, LLC which will operate the 100 MGPY ethanol plant and grain facilities located west
of Aurora, Nebraska. With this deal, KAAPA added a third Nebraska plant to its fleet while
Aurora retained a minority interest through the new company.
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The above analysis does not include a minority incentivized owners to hold on to their plants
ownership transaction in which Dakota AANDZ DZre W N r NAANaEry WAK?AAnde
Ethanol acquired an ownership stake from higher.

© !. @] e gy AERELAL  WANEE Y6 Anol\{ﬁ\ert e')o(‘p{}:lr?aﬁ(on %rﬁt(h'?‘a (l\JIf\in d%all\activity
Hankinson, North Dakota. .

is that many ethanol plant owners and boards
There were several reasons for the lack of are actively considering or have committed to
NAat AAe KA TA! DNAAKArs . e A Ak Amar capNaKiniBstrents (it tAeAehsfoh ¢ e A
expectations were higher than buyers were millions of dollars), targeted at net -zero
willing to pay. Sellers set their valuations decarbonization and product diversification,
based on increased future cash flows from the which divert resources that could be used to
not -yet defined Inflation Reduction Act (IRA) make acquisitions.
decarbonization; buyers balked. High
margins, upwards of $0.40 per gallon, further

2023 CCS Implications in M&A

U.S. ethanol producers are exploring carbon capture and storage
options to profit from IRA policy incentives. However, details of

the plan have not been finalized, fueling volatility in ethanol plant
valuations because the timing and amount of benefits are still
unknown. Some of the announced CCS pipelines have had slow
starts VNavigator canceled its Heartland Greenway pipeline

project, and Summit Carbon Solutions is delaying its expected

start date to 2026 due to regulatory headwinds. Meanwhile, two

on -site storage projects became operational VRed Trail Energy
and Harvestone /Blue Flint Ethanol in North Dakota.
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Biodiesel & Renewable Diesel M&A

NORTH AMERICAN BIODIESEL & RENEWABLE DIESEL M&A, 2019 -2023
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Source: Ocean Park analysis.
Note: Based on transaction closing date.

Following a standout year for biodiesel and fewer commercial -scale, independent plants
renewable diesel M&A in 2022 due to A remain. There is a limited pool of buyers for
>t NW e Ayr AQe?dr dgadeA eR étvegeplaniseas veel, NeAA g AP

[BEIS EnEEel D I 2028, In RD, capacity has rapidly increased to

The only M&A activity that OP tracked was a account for 59% of the BBD gallons produced
result of the Ryze Renewables bankruptcy. in the U.S. However, most of these plants are
Ryze had been developing two RD plants in oil refineries converted to RD by large oil
Nevada that were never commissioned. refiners or integrated oil companies who
Camber Energy acquired é r ' Nigfinished intentionally designed production capacity to
project near Reno, and Edgewood Renewables meet compliance obligations. The result is
acquired the project in Las Vegas. little appetite or strategic rationale for selling
RD plants.

There were many developments in biomass -
based diesel (BBD) in 2023, just not in M&A. Furthermore, in an industry that is looking like
ANN dAr NA kel Xnvnne ¢éE >e Aithassargus praddctioA capacity, the RD

f NNDZ AeQt uBnAdOAAandeAr dA prablucerssalong with other players are
focusing their resources on buying existing or
building new feedstock sources. Ocean Park
forecasts 8.5 billion pounds of additional
so]\ébRan oil to hit the market from 2023
%rougp{ 5026, enough to produce 1.1 BGPY of
RD.

In BD, there are few independent plants. The

large, integrated soy crushers that produce BD

now account for two  -thirds to three -fourths of

the BD producedinthe USs ! RANa& >t NW
acquisition of REG in 2022, only a dozen or
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2023 RD
Construction &
Feedstock
Implications in M&A

Billions of dollars are being invested into the
BBD sector, just not in M&A. BBD producers
continue to focus investments on RD
construction projects. RD plants totaling 735
MGPY of capacity commenced operations in
2023, with another 1.6 BGPY expected to
come online in 2024. These new plants
represent billions of dollars invested mostly
by traditional oil refiners into RD production.
Almost all these new plants are owned by
obligated parties / oil refiners.

In addition to the RD buildout, BBD
producers are spending billions on
controlling feedstock. One recently
announced joint venture was Marathon
Petroleum and ADM partnering on a $350
million soybean processing complex. In
2023, soybean crushers announced
expansions or new construction of 790
million bushels of new annual capacity by
2026, accounting for $5.8 billion of total
investment. Ocean Park has tracked 20
feedstock transactions between RD
producers and feedstock providers since
2020.

One consequence of increasing RD production has
been an oversupply of advanced biofuels renewable
identification numbers (RINs) and Low Carbon Fuel
Standard (LCFS) credits, resulting in shrinking margins
on BBD production. This lower profitability
environment could contribute to the reluctance by
buyers to consolidate and pursue acquisitions.
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