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The information in this prospectus is not complete and may be changed. We may not sell these securities until the registration statement filed
with the Securities and Exchange Commission is effective. This prospectus is not an offer to sell these securities and it is not soliciting an offer
to buy these securities in any state where the offer or sale is not permitted.

SUBJECT TO COMPLETION, DATED JULY 13, 2007

Shares

Renewable Energy Group, Inc.

Common Stock

Prior to this offering, there has been no public market for our common stock. The initial public offering price of our common stock is
expected to be between $ and $ per share. We intend to apply to list our common stock on The New York Stock
Exchange under the symbol "RWE."

The underwriters have an option to purchase a maximum of additional shares from us to cover over-allotments of shares. The
underwriters can exercise this right at any time within 30 days from the date of this prospectus.

Investing in our common stock involves risks. See ''Risk Factors'' on page 9.

Underwriting Proceeds to
Price to Discounts and Renewable Energy
Public Commissions Group, Inc.
Per Share $ $ $
Total $ $ $
Delivery of the shares of common stock will be made on or about , 2007.

Neither the Securities Exchange Commission nor any state securities commission has approved or disapproved of these securities or
determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

Credit Suisse
Goldman, Sachs & Co.

Banc of America Securities LLLC Thomas Weisel Partners LLC
The date of this prospectus is , 2007.
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You should rely only on the information contained in this document or to which we have referred you. We have not authorized
anyone to provide you with information that is different. This document may only be used where it is legal to sell these securities. The
information in this document may only be accurate on the date of this document.

Dealer Prospectus Delivery Obligation

Until , 2007, all dealers that effect transactions in these securities, whether or not participating in this offering, may be
required to deliver a prospectus. This is in addition to the dealers' obligation to deliver a prospectus when acting as an underwriter with
respect to unsold allotments or subscriptions.
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INDUSTRY AND MARKET DATA

This prospectus contains statistical data that we obtained from industry publications and reports. These industry publications generally
indicate that they have obtained their information from sources believed to be reliable, but do not guarantee the accuracy and completeness of
their information. Although we believe that the publications are reliable, we have not independently verified their data. In particular, we have
referenced information published by the National Biodiesel Board, or the NBB, regarding existing biodiesel production capacity and additional
production capacity from facilities under construction. These figures are based on questionnaires that are completed by facility owners or
developers and represent only the NBB's compilation of this information. The NBB does not independently verify the existence of any facilities,
facility production capacity, or construction activity. Further, the NBB has not published data reporting actual production by these facilities,
which we believe is significantly less than the production capacity that facility operators or developers self-report to the NBB. Because the NBB
is a trade organization for the biodiesel industry, it may present information in a manner that is more favorable to the biodiesel industry than
would be presented by an independent source. One of our executive officers has been elected by the members of the NBB to serve on its
governing board, a position for which he does not receive any compensation. Unless the context requires otherwise, references to diesel fuel in
the U.S. are to distillate fuel, which is a general classification for one of the petroleum fractions that includes diesel fuels known as Diesel No. 1,
No. 2 and No. 4, used in on-road diesel engines, such as those in trucks and automobiles, as well as off-road engines, such as those in railroad
locomotives and agricultural machinery, and fuel oils No. 1, No. 2 and No. 4, used primarily for space heating and electric power generation.
References to diesel fuel in Europe are to gas diesel oil, which includes diesel fuel used for compression ignition, light heating oil for industrial
and commercial uses, and other heavy gas oils.
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PROSPECTUS SUMMARY

This summary highlights selected information contained elsewhere in this prospectus. Because this is only a summary, it does not contain
all of the information you should consider before investing in our common stock. You should carefully read the entire prospectus, especially the
risks set forth under the heading "Risk Factors" and our consolidated financial statements and condensed consolidated financial statements and
related notes included elsewhere in this prospectus, before making an investment decision. References in this prospectus to "REG," "we," "us"
and "our" refer to Renewable Energy Group, Inc. and its subsidiaries and its predecessors during the period presented unless the context
requires otherwise. References in this prospectus to "our predecessors" refer to the biodiesel operations of West Central Cooperative,

InterWest L.C. and REG, LLC unless the context requires otherwise.

RENEWABLE ENERGY GROUP, INC.
Overview

We believe we are the largest operator, marketer and distributor of biodiesel in the U.S. We have played a leading role in defining the U.S.
biodiesel industry for the past ten years. This experience has enabled us to develop expertise in operations, procurement, marketing, production,
logistics, risk management and biodiesel facility construction management. During 2006, we marketed approximately 78 million gallons of
biodiesel, representing approximately 27% of U.S. biodiesel sales. Most of this biodiesel is marketed under our SoyPOWER® brand, which we
have been selling for more than a decade. We operate a 132 million gallon network of biodiesel production facilities, currently consisting of one
facility wholly-owned by us and four facilities owned by third parties, for which we manage facility operations, input procurement, quality
control, marketing and distribution logistics, as well as assist with risk management. We believe the network of biodiesel production facilities
that we operate is the largest producer of biodiesel in the U.S. We also provide new facility construction management services to third parties
and have used our construction expertise and design technology to become a leading builder of biodiesel facilities in the U.S. We believe our
vertically integrated approach of constructing, owning, operating and marketing biodiesel production strongly positions us to capitalize on
multiple aspects of the biodiesel industry's growth potential.

We are in the process of developing a national network of biodiesel production facilities. In addition to the 132 mmgy of production
capacity currently in our network, we recently commenced construction of two wholly-owned facilities: one 60 mmgy production capacity
facility in St. Rose, Louisiana, which we refer to as our New Orleans facility, and one 60 mmgy production capacity facility in Emporia, Kansas.
In the third quarter of 2007, we expect to begin construction of a 60 mmgy production capacity facility in Cairo, Illinois. With the construction
of these three facilities, we expect to own four operating facilities with aggregate production capacity of approximately 192 mmgy by the end of
2008. In addition, we currently are managing the construction of two member-owned biodiesel production facilities with aggregate production
capacity of 90 mmgy, each of which is expected to be completed by the end of 2007. Each of these member-owned facilities under construction
is expected to become part of our network, as we have agreed to manage their operations following construction and sell their finished biodiesel
product under our SoyPOWER brand for the account of the owner. By the end of 2008, we expect to have approximately 492 mmgy of
production capacity in our network.

We have established strategic relationships with industry leading participants to assist us with feedstock supply, distribution and risk
management. These parties, which are also investors in our company, include Bunge North America, Inc., or Bunge, a subsidiary of one of the
world's largest oilseed processors, E D & F Man Netherlands BV, or E D & F Man, a large bulk liquids transportation and storage and
commodity trading company, and West Central Cooperative, or West Central, a large grain, agronomy and soybean processing company.
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The table below provides a summary of the biodiesel production facilities in our network in operation, under construction and in
development as of July 10, 2007:

REG Biodiesel Production Network

In Under In
Operation Construction Development(1) Total
Locations 5 4 4 13
Annual biodiesel production capacity (mmgy) 132 210 150 492
Diversified feedstock capable 5 3 4 12
MMGY production capacity owned/managed 12/120 120/90 60/90 192/300

)]
For third-party owned facilities that we classify as "in development," we have entered into agreements with the facility owner to
perform, and are in the process of performing, preconstruction services such as providing architectural and civil drawings, assisting
with governmental permitting, finalizing documentation and pricing, and placing orders for equipment. For wholly-owned facilities
that we classify as "in development,” we are engaged in the same activities for our own account.

We also have an agreement with Peter Cremer North America, LP, or PCNA, to purchase at least 32 million gallons of finished biodiesel
each year through September 2008 produced at an independently owned and operated facility in Cincinnati, Ohio.

For the year ended December 31, 2006, our total revenues were approximately $211.0 million and our net income was approximately
$5.2 million, each on a pro forma basis to reflect our acquisition of REG, LLC as of January 1, 2006. For the quarter ended March 31, 2007, our
total revenues were approximately $55.5 million and our net loss was approximately $1.6 million.

We operate in two principal segments, Biodiesel and Services. Through our Biodiesel operations, which represented approximately 58% of
our revenues in 2006 or approximately 49% on a pro forma basis, we operate our wholly-owned biodiesel production facilities, currently
consisting of our 12 mmgy capacity production facility in Ralston, Iowa, and we purchase and resell biodiesel produced by third parties.
Through our Services operations, which represented approximately 42% of our revenues in 2006, or approximately 51% on a pro forma basis,
we provide construction management services, whereby we act as general contractor for the construction of biodiesel production facilities, and
facility management and operational services, whereby we provide day-to-day management and operational services to biodiesel production
facilities that, together with our wholly-owned facility, form our network. We expect that our Biodiesel segment as a percentage of revenues will
increase over time as a result of our plans to add significant wholly-owned production capacity.

Industry Overview

Biodiesel is a biodegradable engine fuel produced from renewable sources such as vegetable oils or animal fats. In the U.S., biodiesel is
generally blended with petroleum diesel, though it is also used in its pure form. Although biodiesel's physical and chemical properties are similar
to petroleum-based diesel fuel, biodiesel has beneficial environmental and lubrication characteristics. Biodiesel also is non-toxic, so it is safe to
handle, store, and transport. Annual biodiesel production in the U.S. has expanded from approximately 15 million gallons for the 12 months
ended September 2002 to approximately 250 million gallons for the 12 months ended September 2006, according to data compiled by the
National Biodiesel Board, or NBB. Annual biodiesel production in the U.S. increased to 288 million gallons for the calendar year ended
December 2006, according to the NBB.
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We believe the biodiesel industry is well positioned for continued growth as an alternative fuel because it:

reduces dependence on imported oil and extends diesel fuel supplies, particularly in the U.S., which imports more crude oil
and other fuel supplies than it exports;

is more environmentally friendly than petroleum-based diesel fuel as biodiesel has been shown to reduce greenhouse gas,
carbon monoxide, particulate matter and hydrocarbon emissions;

has excellent engine lubrication characteristics, even when blended with diesel fuel at low blend rates such as 1% or 2%,
which is increasingly important as mandates for reduced sulfur diesel fuel are being phased in;

can be used in existing diesel engines generally with no or minor engine modifications;

is compatible with the existing diesel fuel distribution infrastructure;

can be produced to meet ASTM D6751 specifications from a wide variety of renewable feedstocks; and

enjoys numerous incentives from the federal and more than 40 state governments designed to encourage the production, use
and distribution of biodiesel.

Competitive Strengths

The following competitive strengths have contributed to our market leadership positions and we expect these strengths to continue to support our
leadership positions and growth in the future:

Biodiesel industry leadership. For more than ten years, we have played a leading role in defining the biodiesel marketplace
in the U.S. We have developed proven expertise in operating and managing the construction of biodiesel production
facilities that produce high quality biodiesel fuel consistently, and marketing and distributing biodiesel fuel. During this time
we have also established strategic relationships with key industry participants to help us build new facilities, procure
feedstock, distribute finished biodiesel and manage financial risk.

Vertically integrated biodiesel offering. We participate in multiple aspects of the biodiesel industry from managing
construction and operating biodiesel production facilities to marketing and selling finished biodiesel. We believe this allows
us to add capacity, grow our network, improve production technology and biodiesel quality, and distribute large quantities of
biodiesel consistently and efficiently. Moreover, our vertically integrated approach helps us to diversify and grow our
revenues across the biodiesel industry.

Leading sales, marketing and distribution capabilities. We have worked to create a national distribution system for our
network of biodiesel production facilities, with truck, rail and barge access and terminal storage capabilities, in order to
provide market access for SoyPOWER brand ASTM D6751-certified biodiesel. We have sold our SoyPOWER brand
biodiesel in more than 35 U.S. states.

Efficient facility design and operation. We design and operate efficient, high capacity, continuous flow biodiesel production
facilities. Our facility design technology allows for high production volumes due to fewer system interruptions and reduced
input requirements.
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Expertise and relationships to rapidly add production capacity. We have extensive experience designing and managing the
construction of biodiesel production facilities. We have established relationships with construction firms, Todd &

Sargent, Inc. and TSW, LLC, and a process engineering firm, Crown Iron Works Company. Together we have constructed
five operational
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biodiesel production facilities, and are currently working on the construction of four additional facilities.

Experienced management team. Our management team has extensive experience in the biodiesel industry and in related
agricultural businesses.

Risk management expertise. We have extensive experience in managing risk for our own account and advising the
member-owned facilities that we manage. We also receive input from others with risk management expertise and utilize
research conducted by outside firms to provide additional market information in forming our risk management strategies.

Our objective is to build on our leading market positions in the U.S. biodiesel industry and to continue to capitalize on the substantial growth
potential of the industry. Key elements of our strategy include the following:

Add efficient and technologically advanced owned biodiesel production capacity. We intend to capitalize on the growing
U.S. demand for biodiesel by using our facility construction management and operations expertise to rapidly expand our
owned production capacity over the next several years.

Select strategic site locations for our wholly-owned facilities. We intend to continue to select sites that are strategic to our
ability to favorably secure our key input, feedstocks, and distribute our principal product, biodiesel. We intend to select sites
for our facilities that reduce our feedstock costs, focusing on sites that are co-located with oilseed or other feedstock
producers or that are near domestic and international feedstock distribution points, and that improve the efficiency with
which we can distribute biodiesel to both domestic and international markets.

Expand market demand for biodiesel and our SoyPOWER product. We plan to create additional demand for biodiesel by
continuing to produce and market high quality biodiesel and expand the brand awareness associated with our SoyPOWER
branded biodiesel product. In 2006, we marketed approximately 78 million gallons of ASTM D6751-quality biodiesel,
accounting for 27% of U.S. biodiesel sales.

Diversify our feedstocks. Building on the success of our multiple-feedstock technologies, we designed the Wall Lake, lowa
facility and most of our network facilities under construction and in development to produce ASTM D6751-quality biodiesel
utilizing one or more feedstocks in addition to refined vegetable oils, such as crude or crude degummed soybean oil, animal
fats or palm, corn or canola (rapeseed) oils. We are also investigating the use of other feedstocks over time.

Provide a full suite of construction management services to third parties. We intend to continue to offer a full suite of
design, construction management, facility operations and marketing services under multi-year agreements with entities
funding new facility development. We believe this integrated services approach allows us to capitalize on multiple aspects of
the biodiesel industry's growth potential.

Pursue strategic investment opportunities. We believe that opportunities for expansion of our business through industry
acquisitions and investments will arise as the biodiesel industry continues to grow. We will continue to evaluate
opportunities to acquire or invest in additional biodiesel production and distribution facilities or biodiesel or other renewable
energy production and design technologies in the U.S. and internationally.

4
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Risk Factors

Investing in our common stock involves substantial risk. In addition, our ability to execute our strategy is subject to significant risks. The
risks described under the heading "Risk Factors" immediately following this summary may cause us not to realize the full benefits of our
strengths or may cause us to be unable to successfully execute all or part of our strategy. Before you invest in our common stock, you should
carefully consider all the information in this prospectus, including matters set forth under the heading "Risk Factors."

Corporate Information

We were incorporated in Delaware in June 2006. We were formed by West Central and its affiliates and we commenced operations in
August 2006. Our principal executive offices are located at 406 First Street, Ralston, Iowa 51549. Our telephone number at that location is
(712) 667-3500. Our website address is www.regfuel.com. Information on our website is not part of this prospectus and should not be relied
upon in determining whether to make an investment decision.

Renewable Energy Group, REG, the REG logo and SoyPOWER referenced in this prospectus are our trademarks or registered trademarks.
All other trademarks, trade names and service marks appearing in this prospectus are the property of their respective owners.

11
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The Offering
Common stock offered by us shares
Common stock to be outstanding after this offering shares
Over-allotment option offered by us shares

Use of proceeds

Risk Factors

Proposed New York Stock Exchange symbol

We intend to use the net proceeds to finance a portion of the
construction costs of three new biodiesel production facilities, the
payment of accrued dividends on our preferred stock and the
remainder for general corporate purposes, including amounts related to
working capital and capital expenditures. We may also use a portion of
our net proceeds to acquire or invest in other biodiesel production
facilities or complementary technologies, businesses, feedstocks or
other assets. We have no current agreements or commitments with
respect to any material acquisitions. See "Use of Proceeds."

You should carefully read the "Risk Factors" section of this prospectus
for a discussion of factors that you should consider carefully before
deciding to invest in shares of our common stock.

RWE

Unless otherwise stated, all information in this prospectus assumes:

a -for-1 reverse split of our common stock;

the issuance of 1,999,998 shares of series B preferred stock and warrants to purchase shares of common
stock pursuant to the Series B Stock Purchase Agreement dated July 13, 2007;

the conversion of all of our outstanding shares of preferred stock into common stock upon the closing of this
offering, assuming a one-to-one conversion ratio of our outstanding shares of preferred stock. To the extent the
offering price per shares is less than $ , there may be additional shares issued upon conversion of the
series B preferred stock. See the section entitled "Description of Capital Stock Preferred Stock" for more
information concerning the conversion ratio for shares of our series B preferred stock; and

no exercise of the over-allotment option granted to the underwriters.

The number of shares of common stock to be outstanding immediately after this offering:

includes shares of common stock outstanding as of , 2007;

includes shares of common stock issuable upon the exercise of warrants outstanding as of , 2007, at
a weighted average exercise price of $ per share;

excludes shares of common stock issuable upon the exercise of warrants outstanding as of , 2007, at
a weighted average exercise price of $ per share;

excludes shares of common stock issuable to Bunge in connection with the execution of a ground lease in

Cairo, Illinois. See the section entitled "Certain Relationships and Related Party Transactions Commercial
Transactions Bunge North America, Inc." for more information concerning this obligation;

excludes

shares of common stock issuable upon the exercise of options outstanding as of ,2007, ata

weighted average exercise price of $ per share; and

12
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excludes shares of common stock available for future issuance under our stock option plans following the
date of this offering.

13
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Summary Historical and Pro Forma Consolidated Financial and Operating Data

The information set forth below should be read in conjunction with "Capitalization," "Selected Financial and Pro Forma Data,"
"Management's Discussion and Analysis of Financial Condition and Results of Operations," "Unaudited Pro Forma Condensed Consolidated
Financial Information" and our consolidated financial statements and related notes included elsewhere in this prospectus.

The statements of operations data for the years ended December 31, 2004, 2005 and 2006 have been derived from the audited consolidated
financial statements and related notes of the Company, which are included elsewhere in this prospectus.

The consolidated statements of operations data for the three month periods ended March 31, 2006 and 2007 and the balance sheet data as of
March 31, 2007 have been derived from our unaudited condensed consolidated financial statements that are included elsewhere in this
prospectus and have been prepared on the same basis as our audited consolidated financial statements. In the opinion of management, our
unaudited condensed consolidated financial statements include all adjustments, consisting only of normal recurring adjustments, necessary for a
fair presentation of the information. Our results of operations for the three month period ended March 31, 2007 are not necessarily indicative of
the results that can be expected for the full year or any future period.

The following table also presents unaudited summary pro forma condensed consolidated statements of operations data for the fiscal year
ended December 31, 2006 to reflect our acquisition of REG, LLC as if it had occurred on January 1, 2006. Such data have been derived from our
unaudited pro forma financial information included elsewhere in this prospectus.

Three Months Ended
Year ended December 31, March 31,
2006
2004 2005 2006 Pro Forma(2) 2006 2007
(In thousands, except share and per share amounts)

Consolidated Statements of
Operations Data:(1)
Revenues:

Biodiesel $ 28,073 $ 83,599 $ 102,564 $ 102,564 $ 20,711  $ 23,676

Services 413 2,696 75,465 108,386 842 31,871
Total revenues 28,486 86,295 178,029 210,950 21,553 55,547
Cost of goods sold:

Biodiesel 25,250 72,591 92,423 92,423 17,966 24,511

Services 761 70,751 103,699 581 28,970
Total cost of goods sold 25,250 73,352 163,174 196,122 18,547 53,481
Gross profit 3,236 12,943 14,855 14,828 3,006 2,066
Total operating expenses 1,751 2,504 11,688 12,337 899 5,114
Income (loss) from operations 1,485 10,439 3,167 2,491 2,107 (3,048)
Total other income (expense), net (360) (535) 740 1,267 (110) 610
Income (loss) before income taxes 1,125 9,904 3,907 3,758 1,997 (2,438)
Income tax benefit 745 1,482 873
Net income (loss) 1,125 3 9,904 $ 4,652 $ 5240 $ 1,997 $ (1,565)

] ] | ]

Earnings (loss) per common share
Earnings (loss) per common
share basic and diluted $ 031 $ 0.33 $ (0.24)

14



Edgar Filing: RENEWABLE ENERGY GROUP, INC. - Form S-1

Average number of shares
outstanding basic and diluted

Pro forma income tax
information:(3)
Pro forma income tax expense

Pro forma net income

Three Months Ended
Year ended December 31, March 31,

I

10,207,840 11,395,802 12,633,118

I
$ 460 $ 3397 $ 1,212 $ 640
L | L | I I
$ 665 $ 6,507 $ 2,695 $ 1,357
L | L | I I

7
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Three Months Ended
Year ended December 31, March 31,
2004 2005 2006 2006 2007
(In millions)
Operating Data:
Total biodiesel gallons marketed 9.0 342 78.0 13.1 18.2
Biodiesel gallons sold for our account(4) 9.0 27.6 43.0 9.0 10.4
Biodiesel gallons marketed for member-owned facilities(5) 6.6 35.0 4.1 7.8

As of March 31, 2007

Pro Forma
Actual Pro Forma As Adjusted
(In thousands)
Consolidated Balance Sheet Data:
Cash and cash equivalents(6) $ 33,036 $ $
Working capital 68,527
Total assets(6) 142,406
Total debt 3,350
Total stockholders' equity(6) 105,223
(H

@

3

“

&)

(6

Unless stated otherwise, consolidated financial statements contained in this prospectus include our historical operations, other than our
construction management services previously owned by REG, LLC, which is accounted for as a purchase as of July 31, 2006, the date
of acquisition. Accordingly, the results of operations of our construction management services are not reflected in our consolidated
financial statements prior to July 31, 2006.

Pro forma condensed consolidated statements of operations for the periods shown is presented assuming the acquisition of REG, LLC
as if it had occurred on January 1, 2006. See Notes to Unaudited Pro Forma Condensed Consolidated Financial Information for a
description of the pro forma adjustments to our historical consolidated financial statements.

See Note 2 to Consolidated Financial Statements and Note 2 to Condensed Consolidated Financial Statements.

Includes the number of gallons sold of biodiesel that we produced at our wholly-owned facility in Ralston, Iowa, and that we acquired
for resale under our agreement with PCNA.

Includes the number of gallons of biodiesel that we marketed under our facility management agreements for the account of biodiesel
production facilities in our network owned by third parties.

A $1.00 increase (decrease) in the assumed initial public offering price of $ per share would increase (decrease), on a pro
forma as adjusted basis, each of cash and cash equivalents, total assets and total stockholders' equity by approximately $ million,
assuming the number of shares offered by us, as set forth on the cover page of this prospectus, remains the same and after deducting
the estimated underwriting discounts and commissions and estimated offering expenses payable by us.

The preceding table presents a summary of our balance sheet data as of March 31, 2007:

on an actual basis;

16
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on a pro forma basis to give effect to the issuance of shares of common stock and 526,315 shares of
series A preferred stock and 1,999,998 shares of series B preferred stock issued after March 31,

2007, shares of common stock issuable upon the exercise of warrants and the conversion of all of our
outstanding shares of preferred stock upon the closing of this offering; and

on a pro forma as adjusted basis to give effect to the sale of shares of common stock in this offering at an
assumed initial public offering price of $ per share, after deducting the estimated underwriting discounts
and commissions and estimated offering expenses payable by us.

17



Edgar Filing: RENEWABLE ENERGY GROUP, INC. - Form S-1

RISK FACTORS

You should carefully consider the risks described below before making a decision to buy our common stock. The risks and uncertainties
described below are not the only ones we face. If any of the following risks actually occurs, our business, financial condition and results of
operations could be harmed. In that case, the trading price of our common stock could decline and you might lose all or part of your investment
in our common stock. You should also refer to the other information set forth in this prospectus, including our financial statements and the
related notes.

Risks Related to Our Biodiesel Segment

Our gross margins in our biodiesel segment are principally dependent on the spread between feedstock prices and biodiesel prices. If the
cost of feedstock increases and the cost of biodiesel does not similarly increase or if the cost of biodiesel decreases and the cost of feedstock
does not similarly decrease, our margins will decrease and results of operations will be harmed.

Our gross margins depend principally on the spread between feedstock and biodiesel prices. The spread between biodiesel prices and
soybean oil prices has narrowed significantly in recent periods. Although actual yields vary depending on feedstock quality, assuming 7.4
pounds of soybean oil yield one gallon of biodiesel, during the period from February 2005 through September 2006, the average monthly spread
between B100, as reported by The Jacobsen Publishing Company, or Jacobsen, and crude soybean oil, based on the nearby futures contract as
reported on the Chicago Board of Trade, or CBOT, was over $0.85 cents per gallon. However, in recent months the spread has decreased
substantially. For the first five months of 2007, the average monthly spread between biodiesel and feedstock prices was less than $0.62 cents per
gallon.

Soybean oil, which has been our principal feedstock to date and comprised approximately 82% of total costs of biodiesel sales for our
facility in Ralston, Iowa during the first quarter of 2007, does not have a direct price relationship to the price of biodiesel. The price of soybean
oil is influenced by general economic, market and regulatory factors. Any conditions that negatively impact the supply of soybean oil, such as
decreased soybean acres planted by farmers, severe weather or crop disease, or factors that increase demand for soybean oil, such as increasing
biodiesel production or changes in governmental policies or subsidies, will tend to increase prices. Farmer planting decisions are a key driver of
the price of crop-based feedstocks. In the past two decades, soybean acreage in the U.S. has ranged from approximately 58 million acres to
approximately 75 million acres. Over the past 10 years, the number of soybean acres has steadily increased; however, according to a report
issued by the U.S. Department of Agriculture on June 29, 2007, soybean producers planted 64.1 million acres in 2007, a decrease of
approximately 15% from 2006. This is the smallest number of soybean acres planted since 1995, as many farmers are devoting more acres to
corn as expansion of the ethanol industry is increasing the demand for corn. Planting decisions for 2008 and beyond are likely to be based on
relative government supports and anticipated crop prices. As a result of the general decrease in planted acres of soybeans and other oilseed
crops, the price for these feedstocks, and the costs of producing biodiesel, may increase.

Biodiesel is marketed primarily as an additive or alternative to petroleum-based diesel fuel, and as a result biodiesel prices are primarily
influenced by the supply and demand for petroleum-based diesel fuel, rather than biodiesel production costs. This lack of correlation between
production costs and product prices means that we are generally unable to pass increased feedstock costs on to our customers. Any decrease in
the spread between biodiesel prices and feedstock prices, whether as a result of an increase in feedstock prices or a reduction in biodiesel prices,
would adversely affect our financial performance and cash flow.
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Market prices for the commodity products that largely determine gross margins in the biodiesel production business are volatile and our
results of operations could fluctuate substantially as a result.

The supply and price of soybean oil, other vegetable oils and animal fats have fluctuated greatly in the marketplace and may fluctuate
significantly in the future. The price for soybean oil and biodiesel are generally subject to significant volatility and uncertainty. Over the period
from January 2001 through May 2007, soybean oil prices (based on daily closing nearby futures prices on the CBOT for crude soybean oil) have
ranged from $0.3584 per pound in May 2007 to $0.1441 per pound in February 2001, with closing sales prices averaging $0.2251 during this
period. Over the period from January 2001 through May 2007, average diesel prices based on Platts reported pricing for Group 3 (Midwest) have
ranged from approximately $3.03 per gallon reported in October 2005 to approximately $0.48 per gallon December 2001, with prices averaging
$1.26 per gallon during this period. Over the two-year period from February 2005, the first date on which this data became available, through
May 2007, biodiesel prices, reported by Jacobsen, for the average monthly B100 price for Upper Midwest, have ranged from approximately
$3.28 per gallon reported in May 2007 to approximately $2.48 per gallon reported in February 2005, with prices averaging approximately $2.86
during this period. Because of the volatility of the price of these commodities, our future results may fluctuate substantially. We may attempt to
offset a portion of the effects of such fluctuations by entering into forward contracts to supply biodiesel or to purchase soybean oil or by
engaging in transactions involving futures contracts and options relating to one or more commodities, but these activities involve substantial
risks and may be ineffective to mitigate these fluctuations.

Our biodiesel segment is substantially dependent on the operations of the one biodiesel production facility that we own and a third-party
owned facility in Cincinnati, Ohio, that produces substantial volumes of biodiesel that we acquire for resale. Loss of this resale relationship
or an operational disruption at either of these facilities could result in a reduction of our revenues.

A significant portion of our revenues are, and in the near-term will continue to be, derived from the sale of biodiesel produced at the one
facility that we own with 12 million gallon production capacity per year and from our resale of finished biodiesel produced at an independently
owned and operated approximately 50 mmgy biodiesel production facility in Cincinnati, Ohio. PCNA has an obligation to sell us at least
32 million gallons each year of biodiesel produced at the Cincinnati facility. Under our agreement with PCNA, PCNA may repurchase from us
at cost the biodiesel that we acquired from PCNA, and we record the revenues from the PCNA repurchases, and 50% of any profit on PCNA's
sales, as revenue. Accordingly, in 2006, repurchases of biodiesel by PCNA accounted for approximately 27.1% of our Biodiesel revenues and
15.6% of our total revenues. For the first quarter of 2007, we sold to PCNA approximately 52% of our total gallons sold. This agreement will
expire in September 2008 and we or PCNA may elect not to renew the contract. If this contract is not renewed, we will need to add
wholly-owned production facilities to our network or acquire rights to sell more biodiesel from our member-owned facilities or from third
parties or our revenues may decline substantially. In addition, these facilities may be subject to significant interruption if any of these facilities
experiences a major accident or is damaged by severe weather or other natural disasters.

In addition, these facilities may be subject to labor disruptions and unscheduled downtime, or other operational hazards inherent in our
industry, such as equipment failures, fires, explosions, pipeline ruptures, transportation accidents and natural disasters. Some of these operational
hazards may cause severe damage to, or destruction of, property and equipment or environmental damage, and may result in suspension of
operations and the imposition of civil or criminal penalties. For example, in 2001, West Central had to stop operations for 12 months following
an explosion at its facility. Our insurance may not be adequate to fully cover the potential operational hazards and resulting business interruption
described above or we may be unable to renew this insurance on commercially reasonable terms or at all. Any suspension in our operations will
cause our revenues to decline.
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We intend to devote substantially all of the proceeds of this offering to the construction of biodiesel production facilities currently in
development and under evaluation. We may be unable to implement this strategy as planned or we could incur additional costs as a result of
increased construction costs or delays due to, among other things, increasing competition for suitable sites and optimal equipment, obtaining
governmental permits, weather, labor or material shortages, permitting or zoning delays, or opposition from local groups.

We recently commenced construction on two new wholly-owned production facilities. We contemplate commencing construction on
additional wholly-owned network facilities in 2007 and 2008. We believe that there is increasing competition for sites offering attractive access
to feedstock supplies and distribution channels. As a result, it may take longer than expected to select a site. Once a site has been identified, our
schedule depends upon several assumptions, including our ability to acquire the necessary real property and related access rights for the sites.
We must also obtain numerous regulatory approvals and permits in order to construct and operate additional facilities. These requirements may
not be satisfied in a timely manner or at all. As a result, we may not be able to build on more desirable sites or our costs may be higher than
expected due to permitting or zoning delays, opposition from local groups, inability to negotiate attractive governmental incentives, adverse
weather conditions, equipment delays or labor or material shortages. In addition, compliance with federal and state governmental requirements,
including those relating to the discharge of materials into the air, water and ground, may substantially increase our costs, which could have a
material adverse effect on our results of operations and financial position.

Our construction or equipment costs also may increase to levels that would make a new facility too expensive to complete or unprofitable to
operate. We have not entered into any construction contracts or other arrangements with respect to the construction of our new facilities or our
facilities in development and under evaluation that might limit our exposure to higher costs in developing and completing any new facilities.
Moreover, we use Todd & Sargent Inc., or Todd & Sargent, and its affiliate TSW, LLC, or TSW, exclusively as our prime subcontractors, and
we expect to rely on Crown Iron Works Company, or Crown Iron Works, to provide process engineering and equipment. These and other
subcontractors, engineering firms, construction firms and equipment suppliers also receive requests and orders from other companies and,
therefore, we may not be able to secure their services or products on a timely basis or on acceptable financial terms. We may suffer significant
delays or cost overruns as a result of a variety of factors, such as shortages of workers or materials, transportation constraints, adverse weather,
labor issues or other unforeseen difficulties, any of which could prevent us from completing construction and commencing operations as
currently expected. Any delay or failure to add new production capacity will harm our ability to increase our operating revenue.

If substantial growth in demand for biodiesel does not continue, our operating results will likely decline.

Our ability to increase our revenues depends on increased demand for biodiesel. If adoption of biodiesel as a diesel fuel additive or
alternative does not occur to the extent we anticipate, our business and results of operations will likely decline. Biodiesel is marketed primarily
as a cleaner-burning diesel fuel. As a result, biodiesel demand is strongly influenced by the supply and demand for diesel fuel. In addition, the
adoption of biodiesel as a diesel fuel additive or alternative is uncertain and will depend in particular upon:

consumer confidence in the quality and availability of biodiesel;

continuation of existing, and adoption of new, governmental incentives for biodiesel production and use;

widespread availability of biodiesel to consumers; and

the cost of biodiesel production relative to petroleum-based diesel prices.
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If diesel fuel demand decreases, or biodiesel does not gain broad market acceptance as a diesel fuel alternative or additive, our results of
operations and financial condition may be materially adversely affected.

New plants under construction or decreases in the demand for biodiesel may result in excess production capacity in our industry, which
could cause the price at which we sell biodiesel, and our revenues, to decline.

Approximately 288 million gallons of biodiesel were sold in the U.S. during 2006, according to data compiled by the National Biodiesel
Board, or the NBB. However, the NBB also reports that, as of June 2007, 148 facilities in operation claim an aggregate annual production
capacity of approximately 1.4 billion gallons and 96 facilities under construction expect to add annual production capacity of approximately
1.9 billion gallons. The substantial increase in capacity and continued development of biodiesel facilities will increase the available supply of
biodiesel and may result in excess capacity. Excess capacity in the biodiesel industry could result in lower sales prices for our biodiesel,
adversely affecting our results of operations, cash flows and financial position. In a manufacturing industry with excess capacity, producers have
an incentive to manufacture additional products for so long as the price exceeds the marginal cost of production. This incentive can result in the
reduction of the market price of biodiesel to a level that is inadequate to generate sufficient cash flow to cover the costs of production. If the
price at which we sell our biodiesel falls due to excess production, our revenues will likely decline, which would decrease our cash flow and
negatively impact our operating results.

If the market price of petroleum-based fuels decreases, the market price of biodiesel may decrease, resulting in reductions in our
revenues and profits.

Historically, biodiesel prices have generally been strongly correlated to petroleum prices. Petroleum prices are volatile due to global factors
such as the impact of wars and other political events, OPEC production quotas, worldwide economic conditions, changes in refining capacity
and natural disasters. Just as a small reduction in the real or anticipated supply of crude oil can have a significant upward impact on the price of
petroleum-based fuels, a perceived reduction of such threats can result in a significant reduction in petroleum fuel prices. Because the costs of
biodiesel production are high compared to petroleum production and refining costs, a reduction in petroleum-based fuel prices can have a
significantly adverse effect on our revenues and profits.

We have contractual obligations to purchase soybean oil and biodiesel which may cause us to incur losses if we are unable to operate
our wholly-owned network facilities or sell the finished biodiesel at or above the prices we are required to pay under these agreements.

Under our agreement with PCNA, which expires in September 2008, we must commit in six month periods to purchase specified amounts
of biodiesel produced for PCNA at prices that are tied to the price of soybean oil plus various pre-determined processing costs. Once we make
this election, we are committed to purchase the biodiesel for the entire six month period. As noted above, the price of soybean oil does not
necessarily correlate with the price of biodiesel. Accordingly, we may be committed to purchase significant amounts of biodiesel at prices that
are in excess of the price we are able to obtain when we sell the biodiesel. Similarly, we expect that, once operational, our two wholly-owned
network facilities that are currently under construction will be supplied principally by Bunge North America, Inc., or Bunge, under agreements
that generally commit us to purchase approximately 20 million pounds of soybean oil, representing approximately 53% of the feedstock
requirements for each facility on a monthly basis during the contract term, even if the intended facility does not require that amount of soybean
oil or the facility is not then operating. Accordingly, if we are unable or if it is commercially impracticable to operate one or more of these
wholly-owned network facilities at capacity, or to sell the finished biodiesel at prices in excess of production costs, our cash flows and results of
operations may be adversely affected.
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Problems with product quality or product performance could result in a decrease in customers and revenue, unexpected expenses and
loss of market share.

The production of biodiesel is complex, and our product must meet stringent quality requirements. Concerns about fuel quality may impact
our ability to successfully market our biodiesel. Biodiesel produced at each of our network facilities and the biodiesel we obtain from PCNA is
sold by us under the SoyPOWER brand name. If the biodiesel from our network facilities or from PCNA does not meet the industry quality
standard, our credibility and the market acceptance and sales of our biodiesel could be negatively affected. In addition, actual or perceived
problems with quality control in the industry generally may lead to a lack of consumer confidence in biodiesel and harm our ability to
successfully market biodiesel. For example, a batch of biodiesel produced by one of our competitors that failed to meet industry specifications in
Minnesota resulted in a 10-day waiver of that state's 2% biodiesel, or B2, mandate. Similar quality control issues in biodiesel that we produce,
that is marketed under the SoyPOWER brand or that is produced by other industry participants could result in a decrease in demand or mandates
for biodiesel, with a resulting decrease in our revenue.

We primarily sell our biodiesel through distributors, and if our relationships with one or more of those distributors were to terminate,
our operating results may be harmed.

We market and distribute substantially all of our product primarily through distributors. We do not have written agreements with many of
our distributors and our distributors are under no obligation to continue to distribute our product. Our operating results and financial condition
could be significantly disrupted by the loss of one or more of our current distributors, pricing discounts that we may offer to reward significant
customers or to compete for sales, order cancellations, delays in shipment to one of our major distributors or the failure of our distributors to
successfully sell our products.

Technological advances may place us at a competitive disadvantage if we are unable to adopt or incorporate such advances into our
operations at reasonable costs.

The development and implementation of new technologies may result in a significant reduction in the costs of biodiesel production. If we
are unable to adopt or incorporate technological advances into our operations, our production facilities, including those we are constructing or
developing for our account, could become less competitive or obsolete. We expect that technological advances in biodiesel production methods
will continue to occur. Congress is considering initiatives to fund additional research in biodiesel technology. New technologies for biodiesel
production may develop as a result of this initiative or a wide variety of private investment initiatives. For example, development of processes to
make the conversion of oils and fats into biodiesel faster and more efficient could significantly change the biodiesel production process. If
improved technologies become available, it may be possible to produce biodiesel at a substantially lower cost than is currently the case. This
could require us to acquire new technology and retrofit our plants so that we remain competitive. There is no assurance that third-party licenses
for any new proprietary technologies would be available to us on commercially reasonable terms or that any new technologies could be
incorporated into our facilities. The costs of upgrading our technology and facilities could be substantial. If we are unable to obtain, implement
or finance new technologies, our facilities could be less efficient than our competitors' and our results of operations could be substantially
harmed.

We engage in hedging transactions and other risk mitigation strategies that could harm our results if we realize losses under these
arrangements.

In an attempt to partially offset the effects of volatility of feedstock costs and biodiesel fuel prices, we may enter into contracts to purchase
a portion of our soybean oil or other feedstock requirements or supply a portion of our biodiesel production on a forward basis. The financial
statement impact of forward contracts at fixed prices will depend on market prices at the time of performance and could result in more or less
favorable results than if we had utilized indexed contracts. Forward purchase

13

22



Edgar Filing: RENEWABLE ENERGY GROUP, INC. - Form S-1

contracts also present risks that we will be unable to sell biodiesel in volumes commensurate with contracted feedstock amounts. Forward sales
contracts expose us to the risk that we will be unable to produce contracted volumes. Hedging arrangements also expose us to the risk of
financial loss in situations where the other party to the hedging contract defaults on its contract or, in the case of exchange-traded or
over-the-counter futures or options contracts, where there is a change in the expected differential between the underlying price in the hedging
agreement and the actual prices paid or received by us. Hedging activities can themselves result in losses when a position is purchased in a
declining market or a position is sold in a rising market. Changes in the value of these futures instruments are recognized in current income. We
also vary the amount of hedging or other risk mitigation strategies we undertake, and we may choose not to engage in hedging transactions at all.
Further, our ability to reduce the risk of falling biodiesel prices is limited as there is no established market for biodiesel futures and fixed-price
long-term contracts are generally not available. As a result, our results of operations and financial position may be adversely affected by
increases in the price of soybean oil or decreases in the price of biodiesel that we do not hedge effectively.

Our business is subject to seasonal fluctuations, which are likely to cause our revenues and operating results to fluctuate.

Our operating results are influenced by seasonal fluctuations in the price of our primary input, feedstocks, and the price of our primary
product, biodiesel. Our sales of biodiesel tend to rise during the spring planting season, from April to June, and rise again during the fall harvest
season, from August to September, due to increased demand by the agricultural industry. Our sales tend to decrease during the winter season due
to concerns that biodiesel will not perform adequately in colder weather and the decrease in agricultural activities. Less demand in the winter
may result in excess supplies and lower biodiesel prices. As a result of seasonal fluctuations and the growth in our business, we believe
comparisons of operating measures between consecutive quarters may be not as meaningful as comparisons between longer reporting periods.

Our operations are subject to hazards that may cause personal injury or property damage, thereby subjecting us to liabilities and
possible losses that may not be covered by insurance and which could have a material adverse effect on our results of operations and
financial condition.

Our workers are subject to the hazards associated with producing biodiesel. Operating hazards can cause personal injury and loss of life,
damage to, or destruction of, property, plant and equipment and environmental damage. For example, a predecessor facility to our existing
facility in Ralston, owa experienced an explosion in 2001 requiring the insurance carrier to pay approximately $1.5 million to a third-party
contractor for related injuries. We also maintain insurance coverage in amounts and against the risks that we believe are consistent with industry
practice. However, we could sustain losses for uninsurable or uninsured risks, or in amounts in excess of existing insurance coverage. Events
that result in significant personal injury or damage to our property or to property owned by third parties or other losses that are not fully covered
by insurance could have a material adverse effect on our results of operations and financial position.

Insurance liabilities are difficult to assess and quantify due to unknown factors, including the severity of an injury, the determination of our
liability in proportion to other parties, the number of incidents not reported and the effectiveness of our safety program. If we were to experience
insurance claims or costs above our coverage limits or that are not covered by our insurance, we might be required to use working capital to
satisfy these claims rather than to maintain or expand our operations. To the extent that we experience a material increase in the frequency or
severity of accidents or workers' compensation claims, or unfavorable developments on existing claims, our operating results and financial
condition could be materially and adversely affected.
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Acquisitions could be difficult to find and integrate, divert the attention of key personnel, disrupt our business, dilute shareholder value
and adversely affect our financial results.

As part of our business strategy, we intend to consider other acquisitions of biodiesel production facilities, building sites, and storage or
distribution facilities. Acquisitions involve numerous risks, any of which could harm our business, including:

difficulties in integrating the operations, technologies, existing contracts, accounting processes and personnel of the target
and realizing the anticipated synergies of the combined businesses;

difficulties in supporting and transitioning customers, if any, of the target company;
diversion of financial and management resources from existing operations;

the price we pay or other resources that we devote may exceed the value we realize, or the value we could have realized if
we had allocated the purchase price or other resources to another opportunity;

potential loss of key employees, customers and strategic alliances from either our current business or the business of the
target;

assumption of unanticipated problems or latent liabilities, such as problems with environmental contamination, facility
operations or the quality of the products of the target;

our inexperience in making acquisitions and integrating the acquired operations; and

inability to generate sufficient revenue to offset acquisition costs.

Acquisitions also frequently result in the recording of goodwill and other intangible assets which are subject to potential impairments in the
future that could harm our financial results. In addition, if we finance acquisitions by issuing convertible debt or equity securities, our existing
stockholders may be diluted, which could affect the market price of our common stock. As a result, if we fail to properly evaluate acquisitions or
investments, we may not achieve the anticipated benefits of any such acquisitions, and we may incur costs in excess of what we anticipate. The
failure to successfully evaluate and execute acquisitions or investments or otherwise adequately address these risks could materially harm our
business and financial results.

Our ability to raise capital and expected debt facilities in the future may be limited and our failure to raise capital when needed could
prevent us from executing our growth strategy.

We believe that our existing cash and cash equivalents, and expected debt facilities, together with the net proceeds from this offering, will
be sufficient to fund planned capital expenditures and other anticipated cash needs for at least the next 12 months. The timing and amount of our
working capital and capital expenditure requirements may vary significantly depending on numerous factors, including:

increased market acceptance of our products and services;
the need to adapt to changing technologies and technical requirements;

the existence of opportunities for expansion through new development or acquisition; and
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access to and availability of sufficient management, technical, marketing and financial personnel.

If our capital resources are insufficient to satisfy our liquidity requirements, we may seek to sell additional equity securities or debt
securities or obtain debt financing. The sale of additional equity securities or convertible debt securities would result in additional dilution to our
stockholders. Additional debt would result in increased expenses and could result in covenants that would restrict our operations. We have not
made arrangements to obtain additional financing and there is no assurance that financing, if required, will be available in amounts or on terms
acceptable to us, if at all. If we do
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not obtain additional financing, we would likely be forced to cut back on or delay our plans to add additional owned production capacity.

We are dependent upon our executive officers for management and direction, and the loss of any of these persons could adversely affect
our operations and results.

We are dependent upon our executive officers for implementation of our proposed expansion strategy and execution of our business plan.
We believe that our future success is highly dependent on the contributions of Jeffrey Stroburg, our Chief Executive Officer, Nile Ramsbottom,
our President, Daniel Oh, our Chief Operating Officer, and Jeffrey Pattison, our Chief Financial Officer. The loss of any of our executive
officers could have a material adverse effect upon our results of operations and financial position. With the exception of Mr. Oh, we do not have
employment agreements with our officers or other key personnel. In addition, we do not maintain "key person" life insurance for any of our
executive officers. The loss of any of our officers could delay or prevent the achievement of our business objectives.

In order to fully execute our business strategy of growing our owned biodiesel production capacity, we intend to obtain credit facilities
that may subject us to financial and other covenants that could limit our flexibility in managing our business. If we do not obtain the
amounts of debt financing, we may need to modify our business plan.

We recently commenced construction on two biodiesel production facilities for our own account and, in the third quarter of 2007, we intend
to commence construction of an additional wholly-owned production facility. We plan to finance approximately one-half of the construction and
initial costs of these two wholly-owned facilities with debt financing that is not currently in place. In addition, we also will need to raise
additional debt financing to be used, together with most of the proceeds of this offering and cash flow from operations, to construct three
additional wholly-owned production facilities we plan to build in Cairo, Illinois and two locations expected to be sited on or near a U.S. coast.
See "Management's Discussion and Analysis of Financial Condition and Results of Operations Liquidity and Capital Resources Capital
Expenditures." If we do not obtain sufficient debt financing, we would likely be forced to cut back on or delay our plans to add owned
production capacity. There is no assurance that sufficient amounts of debt financing will be available on terms that are acceptable to us or at all.
We expect that the revolving credit facility that we are currently negotiating and potentially other indebtedness we incur over time will have
variable interest rates making us vulnerable to increases in prevailing interest rates. Obtaining significant amounts of financing may also place us
at a competitive disadvantage because we may be substantially more leveraged than some of our competitors. These financings typically restrict
the borrower from engaging in certain activities, including restrictions on the ability (subject to certain exceptions) to:

make distributions and dividends;

incur liens or encumbrances;

incur further indebtedness;

make investments, including capital expenditures, or acquisitions;

guarantee obligations;

dispose of a material portion of assets or otherwise engage in a merger with a third party;
pledge accounts receivable; and

engage in new businesses.

We expect that any credit facility or bonds that we obtain may contain financial covenants that require us to maintain a tangible net worth,
specified debt-to-equity ratio, debt-to-cash flow coverage
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ratio, and/or fixed charge coverage ratio. If we are unable to meet the terms of the financial covenants or fail to comply with any of the other
restrictions contained in our credit facility agreements, an event of default could occur. An event of default, if not waived by our lenders, could
result in the acceleration of any outstanding indebtedness, causing that debt to become immediately due and payable. If such an acceleration
occurs, we may not be able to repay the indebtedness on a timely basis. Because we anticipate that any borrowing under the credit facilities will
be is secured by all assets, acceleration of this debt could result in foreclosure of those assets.

Risks Related to our Services Segment

Our services segment depends on the demand, capital spending and operational decisions of our potential and existing customers,
which are directly affected by trends in the biodiesel industry and other factors. If our customers or potential customers decide not to invest
in new facilities or update facilities or to reduce or exit their biodiesel production operations, our business, results of operations and
financial condition would be harmed.

Demand for our management services depends on capital spending by potential customers and existing customers, which is directly
affected by trends in the biodiesel industry. We believe demand for these services would decrease in the event of a sustained increase in the price
of feedstocks or decrease in the price of finished biodiesel. See the discussion under the headings " Risks Related to Our Biodiesel Segment" and
" Risks Related to Our Industry" for the factors affecting the prices of feedstocks and finished biodiesel. We currently have agreements in place
to manage the construction of three facilities that are currently under construction for third parties. At present, we do not have any other binding
commitments from third parties for our new facility construction management services. Although we currently have several facilities under
development for potential customers, these customers are not obligated to move forward with facility construction until they execute a binding
design-build contract with us. As a result, the revenue we currently anticipate from our services in managing the construction and operation of
the facilities that are currently under development may not materialize. In addition, we do not control the facilities that we manage. Because our
management services fees generally are based on the amount of biodiesel produced at the managed facility and the profitability of that facility, if
the owners of the facilities that we manage determine to abandon or reduce their biodiesel production operations or to insufficiently capitalize
facility operations, our revenues from our facility management services could decline and our results of operations and financial condition could
be harmed. Any other event that causes an interruption to the production of biodiesel at our managed facilities could similarly impact our results
of operations and financial condition.

If we are unable to accurately estimate the overall risks or costs when we bid on a new third-party plant construction contract, we may
achieve a lower than anticipated profit or incur a loss on the contract.

Substantially all of our revenues from our new facility construction services are derived from fixed unit price contracts. Fixed unit price
contracts require us to perform the contract for a fixed unit price irrespective of our actual costs. As a result, we realize a profit on these
contracts only if we and our subcontractors successfully estimate our costs and then successfully control actual costs and avoid cost overruns.
Further, we subcontract substantially all of our construction work to Todd & Sargent, Inc. and TSW on a time and materials, rather than fixed,
basis. As a result, we do not have control over the largest component of our plant construction costs and the risk of cost overruns generally falls
on us rather than our subcontractors. If we or our subcontractors do not execute a contract within cost estimates, then cost overruns may cause us
to incur losses or cause the contract not to be as profitable as we initially expected. This, in turn, could negatively affect our cash flow, earnings
and financial position.

The costs incurred and gross profit realized on our plant construction contracts can vary, sometimes substantially, from the original
projections due to a variety of factors, including, but not limited to:

onsite conditions that differ from those assumed in the original bid;
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delays caused by weather conditions;

contract modifications creating unanticipated costs not covered by change orders;

changes in availability, proximity and costs of materials, including steel, concrete, aggregate and other construction
materials;

availability and skill level of workers in the geographic location of a project;

our subcontractors' or suppliers' failure to perform;

mechanical problems with our subcontractors' machinery or equipment;

citations issued by a governmental authority, including the Occupational Safety and Health Administration;

difficulties in obtaining required governmental permits or approvals;

changes in applicable laws and regulations; and

claims or demands from third parties alleging damages arising from our work.

For example, if we or our subcontractors perform extra or change order work that is not approved by the customer in advance we may have
a dispute with the customer over whether the work performed is beyond the scope of the work included in the original project plans and
specifications or, if the customer agrees that the work performed qualifies as extra work, the price that the customer is willing to pay for the
extra work. These disputes may result in us not receiving payment for all or a significant portion of work that we or our subcontractors have
performed. Even where the customer agrees to pay for the extra work, we may be required to fund the cost of that work for a lengthy period of
time until the change order is approved and paid by the customer. To the extent actual recoveries with respect to change orders or amounts
subject to contract disputes or claims are less than the estimates used in our financial statements, the amount of any shortfall will reduce our
revenues and profits, and this could have a material adverse effect on our working capital and results of operations.

For our construction management services we are entirely dependent on Todd & Sargent, Inc. and TSW, LLC as our prime
subcontractors, which could increase our costs and impair our ability to bid on or complete contracts on a timely basis or at all, which would
adversely affect our profits and cash flow.

We intend to rely exclusively on Todd & Sargent, Inc., or Todd & Sargent, and its joint venture with Weitz Company, TSW, LLC, or TSW,
as our prime subcontractors to perform all of the basic engineering and construction services on new plants that we will own, or plants that we
have agreed to build for others. Since we have no internal construction capabilities and we intend to retain only Todd & Sargent and TSW, our
ability to submit bids and perform biodiesel facility construction services depends on Todd & Sargent or TSW having sufficient resources to
take on additional projects of ours, which is entirely outside of our control. As a result, we are dependent on Todd & Sargent's and TSW's ability
to attract and retain a sufficient number of trained engineers and skilled workers to perform the contracts for which we would like to submit or
have submitted a bid. We believe the demand and competition for these employees is intense. Further, we do not have a long-term agreement
with Todd & Sargent or TSW that governs construction of future sites for which we have not submitted a bid, although we generally do not bid
on contracts unless Todd & Sargent or TSW has indicated it has sufficient capacity and has provided cost estimates for the anticipated scope of
the contract and at prices that we have included in our bid. Therefore, to the extent that we cannot engage Todd & Sargent or TSW, we would be
unable to execute our plans to expand our owned production capacity or submit a bid to provide our biodiesel facility construction management
services. In addition, if any other subcontractor is unable to deliver its services according to the negotiated terms for any reason, including the
deterioration of its financial condition, we may suffer delays and be required to purchase the services from another source at a higher price. This
may reduce the profit to be realized, or result in a loss to us, on a construction contract.
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We have relied on Crown Iron Works to provide process engineering for our new facility construction contracts, and if we are unable
to obtain their services in a timely manner or at all, our revenues from our construction management services may decline.

We have relied on Crown Iron Works to provide process engineering for our new facility construction services contracts, and we do not
have a long-term agreement with Crown Iron Works to assist us with future sites on which we have not yet bid, although we do not bid on
contracts unless we have commitments from Crown Iron Works at prices that we have included in our bid. Thus, to the extent that we cannot
obtain commitments from Crown Iron Works or we cannot obtain them in time to meet the customers' needs, our ability to bid for contracts may
be impaired. In addition, if Crown Iron Works is unable to perform according to the negotiated terms of an agreement for any reason, including
the deterioration of its financial condition, we may not be able to meet contractual performance requirements and be required to purchase the
materials from another source at a higher price. This may reduce the profit that we realize, or result in a loss, on a contract, which would reduce
our revenues and harm our results of operations.

Our failure to meet schedule or performance requirements of our new plant construction contracts could subject us to penalties.

In most cases, our construction contracts require completion by a scheduled acceptance date. Failure to meet any such schedule could result
in additional costs being incurred or penalties and liquidated damages being assessed against us, and these could exceed projected profit margins
on the contract. For example, some of our design-build contracts provide that we will be subject to a liquidated damages penalty in a specified
amount for each day that the project is not complete following the negotiated project completion date stated in the contract. Performance
problems on existing and future contracts could cause us to suffer damage to our reputation within the biodiesel industry and among our
customers.

Defects in the construction of the third-party plants that we have agreed to construct could result in a reduction in our revenues and
profitability.

Our design-build contracts for construction of third-party biodiesel plants contain warranties with respect to materials and workmanship
and assurances that the plant will operate at design capacity. We are required to correct all defective workmanship and materials within a period
of one year from the date a new plant is substantially complete and, in some instances, we may be required to repair defects that occur after one
year. If defects occur in a plant that we have built, we will incur additional cost to repair such defects and our profitability could be materially
adversely affected.

We may not be able to fully realize the revenue anticipated by our reported construction contract backlog which could materially harm
our cash flow position, revenues and earnings.

At March 31, 2007, our construction contract backlog was approximately $57 million. Backlog refers to expected future revenues under
signed contracts. However, the dollar amount of our backlog does not necessarily indicate future earnings related to the performance of that
work. Cancellations of projects in backlog or adjustments to the anticipated scope of work may occur. As construction of our projects progress,
we increase or decrease contract backlog to take account of changed conditions, change orders and other variations from initially anticipated
contract revenues and costs. Due to changes in project scope and schedule, we cannot predict with certainty when or if backlog will be
performed. In addition, even where a project proceeds as scheduled, it is possible that the owner may determine not to continue with or complete
construction or the owner may default and fail to pay amounts owed. Any delay, cancellation or payment default could materially harm our cash
flow, revenues or earnings.
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Actual results could differ from the estimates and assumptions that we use to prepare our financial statements.

To prepare financial statements in conformity with accounting principles generally accepted in the U.S., or U.S. GAAP, management is
required to make estimates and assumptions as of the date of the financial statements which affect the reported values of assets and liabilities,
revenues and expenses, and disclosure of contingent assets and liabilities. Areas requiring significant estimates by our management include
contract costs and profits, application of percentage-of-completion accounting, and revenue recognition of contract change order claims,
provisions for uncollectible receivables, customer claims, recoveries of costs from subcontractors, suppliers and others, and accruals for
estimated liabilities. Our actual results may differ from those estimates.

In particular, as is more fully discussed in "Management's Discussion and Analysis of Financial Condition and Results of Operations" under
the heading "Critical Accounting Policies," we recognize revenue from construction contracts using the percentage-of-completion method.
Under this method, estimated contract revenue is recognized by applying the percentage of completion of the contract for the period to the total
estimated contract costs. Estimated contract losses are recognized in full when determined. Contract revenue and total cost estimates are
routinely reviewed and revised as the work progresses and as change orders are initiated or approved, and adjustments based upon the
percentage of completion are reflected in construction contract revenue in the accounting period when these estimates are revised. To the extent
that these adjustments result in a reduction or an elimination of previously reported contract profit, we recognize a charge against current
earnings which could be material.

Adpverse weather conditions may cause delays, which could slow completion of our contracts and negatively affect our revenues and
cash flow.

Because all of our construction projects are built outdoors, work on our contracts is subject to unpredictable weather conditions. Lengthy
periods of inclement weather may interrupt construction, and this can lead to cost overruns. While revenues can be recovered following an
interruption due to bad weather, it is generally impossible to recover the efficiencies, and hence, we may suffer reductions in the expected profit
on contracts or incur penalties for failure to complete the facility by our contractually mandated deadline.

Our dependence on a limited number of customers could adversely affect our business and results of operations.

Due to the size and nature of our construction contracts, one or a few customers have in the past and may in the future represent a
substantial portion of our Services revenues, total revenues and gross profits in any one year or over a period of two consecutive years. For
example, in 2006, approximately 53.5% of our Services revenues and 22.7% of our total revenues was generated from two customers of our
facility construction management services. Once we complete construction of a facility, we expect many of our construction management
customers will continue to utilize our facility operations management services; however, these customers typically will not require additional
construction management services. Thus, if we do not regularly secure new customers for our facility construction management services, our
revenues may decline substantially and our results of operations may be harmed.

If we are unable to enforce our intellectual property rights or if our intellectual property rights become obsolete, our competitive
position could be adversely impacted.

We seek to protect our engineering, design and process technology, and related data and know-how, primarily as trade secrets. Under our
agreement with Crown Iron Works, the technology in our Ralston, Iowa facility and technology that is developed jointly by us and Crown Iron

Works is considered to be jointly owned. After the expiration of this agreement in June 2008, Crown will be
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entitled to use or sell, on a non-exclusive basis, jointly developed technology without obtaining any license from us or paying any royalties or
other fees to us. We view our process and design technologies as one of our competitive strengths and we use it as part of our efforts to
differentiate our service offerings. We may not be able to successfully preserve these intellectual property rights in the future and these rights
could be invalidated, circumvented, or challenged. If we are unable to protect and maintain our intellectual property rights, or if there are any
successful intellectual property challenges or infringement proceedings against us, our ability to differentiate our service offerings could be
reduced. In addition, if our intellectual property rights or work processes become obsolete, we may not be able to differentiate our service
offerings, and some of our competitors may be able to offer more attractive services to our customers. As a result, our business and revenue
could be materially and adversely affected.

Risks Related to Our Industry

Loss of favorable tax benefits and other governmental incentives for biodiesel production and use could substantially harm our
operating margins.

The biodiesel industry has been substantially aided by federal tax incentives. Because biodiesel has historically been more expensive to
produce than diesel fuel, the biodiesel industry has depended on governmental incentives that have effectively brought the price of biodiesel
more in line with the price of diesel fuel to the end user. These incentives have supported a market for biodiesel that might not exist without the
incentives. The most significant of these incentives for biodiesel is the federal Volumetric Ethanol Excise Tax Credit, which we refer to as the
blenders' tax credit. The blenders' tax credit provides a $1.00 tax credit per gallon of pure biodiesel, or B100, made from virgin oils or animal
fats and a $0.50 tax credit per gallon of biodiesel made from recycled oils or animal fats to the first blender of biodiesel with petroleum-based
diesel fuel. The blenders' tax credit was scheduled to expire December 31, 2006. However, pursuant to legislation signed in August 2005,
Congress extended the incentives to December 31, 2008. These tax incentives may not continue beyond their scheduled expiration date or, if
they continue, the incentives may not be at the same level. The elimination or reduction of tax incentives to the biodiesel industry could result in
our inability to produce and sell biodiesel profitably. In addition, numerous states have adopted incentives to encourage biodiesel production and
use. For instance, Minnesota and Washington have each adopted regulations mandating that all petroleum-based diesel fuel be blended with at
least 2% biodiesel. In addition, the blenders' tax credit, as well as other federal and state programs favoring biodiesel, generally are subject to
U.S. governmental obligations under international trade agreements, including those under the World Trade Organization Agreement on
Subsidies and Countervailing Measures, and might be the subject of challenges thereunder, in whole or in part. If the federal or state
governments eliminate or sharply curtail these incentives, we believe that our earnings and financial condition could be seriously harmed.

The reduction or termination of environmental regulations that favor the use of biofuels in motor fuel blends would adversely affect the
demand for biodiesel.

The biofuels industry in the U.S. currently depends on the existence of federal environmental regulations which favor the use of blended
fuels, including biodiesel. For instance, under the Clean Air Act Amendment, the U.S. Environmental Protection Agency, or the EPA, in an
effort to regulate harmful air emissions, promulgated regulations mandating a reduction in the amount of sulfur content in diesel fuel. As a
result, the use of biodiesel has increased because blending the mandated ultra low sulfur diesel with biodiesel, even at low blend rates, has been
shown to restore necessary lubricity that is lost when petroleum-based diesel is desulfurized. Similarly, the Energy Policy Act of 2005, or EPAct
2005, mandates that covered entities, principally producers, distributors and marketers of petroleum-based and alternative fuels, use specified
amounts of renewable fuels. Under EPAct 2005, however, the U.S. Department of Energy, in consultation with the Secretary of Agriculture and
the Secretary of Energy, may waive the renewable fuels mandate with respect to one or more states if the Administrator
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of the EPA determines that implementing the requirements would severely harm the economy or the environment of a state, a region or the U.S.,
or that there is inadequate supply to meet the requirement. Any repeal, substantial modification or waiver of the renewable fuels mandate or
other environmental regulations at the federal or state level could reduce the demand for biodiesel and have a material adverse effect on our
results of operations and financial condition.

We face intense competition from other biodiesel producers, some of which have significantly greater feedstock, distribution and
financial resources than we do.

The biodiesel industry is extremely competitive and will continue to be in the future as more production facilities are built and the industry
expands. Our business may face competitive challenges from other or larger facilities that can produce a wider range and larger quantity of
products than we can. According to the NBB, as of June 2007, there were 148 facilities in operation reporting aggregate annual production
capacity of approximately 1.4 billion gallons and an additional 96 facilities under construction reporting aggregate annual production capacity of
approximately 1.9 billion gallons. Some of these facilities are owned, in whole or in part, by Archer Daniels Midland Company, or ADM, and
Cargill, Incorporated, or Cargill. ADM and Cargill are major international agribusiness corporations with the financial, sourcing and marketing
resources to become formidable competitors in the industry, without geographical, funding or feedstock restraints. Traditional petroleum-based
diesel fuel refiners, including major integrated oil companies, are also choosing to enter the biodiesel market. Producers of petroleum-based
diesel have substantially greater financial and other resources than we do and could offer blended biodiesel directly to distributors and users,
which may be a significant competitive advantage since biodiesel is used primarily as a blend with petroleum-based diesel. In addition, because
petroleum-based fuel producers control the vast majority of vehicle fueling stations, they may make it more difficult for us and our distributors
to supply biodiesel to end-users.

All of these plants compete, or will compete in the future, with us for feedstocks and biodiesel customers. Also, given the absence of any
tariffs on the import of biodiesel, if demand for biodiesel increases, we expect that foreign biodiesel producers and marketers may increasingly
focus on selling in the United States. We expect that additional biodiesel producers and resellers will enter the market if the regulatory
environment remains favorable and the demand for biodiesel continues to increase. We may not be able to compete effectively against other
biodiesel producers, in which event our net revenue and profitability could be adversely affected.

We and the biodiesel industry in general face intense competition from outside the biodiesel industry, including, for example, from
manufacturers of renewable diesel and potential alternative clean power engines under development.

The biodiesel industry is in competition with the diesel fuel segment of the petroleum industry. Biodiesel is more expensive to produce than
diesel fuel, and is able to compete with diesel fuel only as a result of government environmental regulations and economic incentives. If the
diesel fuel industry is able to produce diesel fuel with acceptable environmental characteristics or if governmental regulations and tax incentives
cease to favor biodiesel, we would find it very difficult, if not impossible, to compete with petroleum-based diesel fuel. Further, in April 2007,
ConocoPhillips announced that it intends to modify several of its oil refineries in order to produce approximately 175 million gallons annually of
renewable diesel. Renewable diesel, which can be made at existing petroleum refineries from animal fats or vegetable oils mixed with crude oil
through a thermal de-polymerization process, has performance and environmental characteristics comparable to petroleum-based diesel fuel.
Nevertheless, renewable diesel is now eligible for the $1.00 per gallon blenders' tax credit and other governmental incentives offered to
producers of biodiesel. The petroleum industry also is lobbying states to make renewable diesel eligible for their incentives and mandates. If
renewable diesel proves to be more cost-effective than biodiesel, our revenues and results of operations would be adversely impacted.
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The biodiesel industry will also face increased competition resulting from the advancement of technology by automotive, industrial and
power generation manufacturers which are developing more efficient engines, hybrid engines and alternative clean power systems. Improved
engines and alternative clean power systems offer a technological solution to address increasing worldwide energy costs, the long-term
availability of petroleum reserves and environmental concerns. If and when these clean power systems are able to offer significant efficiency and
environmental benefits and become widely available, the biodiesel industry may not be able to compete effectively with these technologies. This
additional competition could reduce the demand for biodiesel, which would negatively impact our revenues.

Problems with product performance, such as cold weather causing biodiesel to gel, could cause consumers to lose confidence in the
reliability of biodiesel which, in turn, would have an adverse impact on our ability to successfully market and sell our biodiesel.

Concerns about the performance of biodiesel could result in a decrease in customers and revenues and an unexpected increase in expenses.
For example, cold temperatures can cause biodiesel to become cloudy and eventually to gel, and these phenomena can lead to plugged fuel
filters and other problems for customers. Cloud point is defined as the highest temperature at which a fuel exhibits a noticeable cloudiness and is
the conventional indicator of a fuel's potential for cold weather problems. The lower the cloud point, the better the fuel should perform in cold
weather. The cloud point of pure soy-based biodiesel is typically between +30°F and +35°F, while the cloud point of No. 2 petroleum diesel
fuel, the non-biodiesel fuel currently used in machines, is approximately 0°F. When diesel is mixed with soy-based biodiesel to make a two
percent biodiesel blend, the cloud point is approximately 3°F, and a twenty percent blend has a cloud point of approximately 7 °F. Even these
small increases may cause the demand for our biodiesel in northern and eastern markets to diminish during the colder months.

The tendency of biodiesel to gel in colder weather may also result in long-term storage problems. In cold climates, fuel may need to be
stored in a heated building or heated storage tanks. This may result in a decrease in demand for our product in colder climates due to increased
storage costs. This and other performance problems may also result in increased expenses as we try to remedy the performance problem. Any
reduction in the demand for our biodiesel product will reduce our revenue and have an adverse effect on our cash flows and results of operations.

Competition for qualified personnel in the biofuels industry is intense and we may not be able to hire and retain qualified managers,
engineers and operators to operate our network facilities efficiently.

‘When construction of a facility nears completion, we need to hire employees to operate it. Our success depends in part on our ability to
attract and retain competent personnel. We must hire or otherwise engage qualified managers, engineers and accounting, human resources,
operations and other personnel. Competition for employees in the biofuels and broader agribusiness industries is intense. If we are unable to hire,
train and retain qualified and productive personnel, we may not be able to operate our network facilities efficiently.

Because the glycerin market generally is characterized by oversupply, the price at which we may sell our glycerin in the market may be
quite low, with the result that revenues and earnings from our glycerin production could be minimal and could negatively affect our
financial results.

Glycerin is produced as a co-product of biodiesel production and is also produced as a co-product or by-product of several other
manufacturing processes and can be produced as a primary product. Notwithstanding the number of commercial uses for glycerin, the market for
glycerin has been characterized by oversupply and significantly lower prices as the biodiesel industry has grown. Expected increases in biodiesel
production are likely to result in further downward pressure on the price of glycerin. Decreases in the market price of glycerin will result in our
generating less revenue from
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glycerin and the production of glycerin could become unprofitable, resulting in a reduction in our earnings.

Growth in the sale and distribution of biodiesel is dependent on the expansion of related infrastructure which may not occur on a timely
basis, if at all, and our operations could be adversely affected by infrastructure limitations or disruptions.

Growth in the biodiesel industry depends on substantial development of infrastructure for the distribution of biodiesel by persons and
entities outside our control. Expansion of the distribution system will require, among other things:

additional railcar capacity;

additional terminal and storage facilities for biodiesel;

growth in the number of service stations offering biodiesel;

growth in the manufacture of clean diesel vehicles; and

commercial use of pipelines to transport biodiesel.

Substantial investment required for these infrastructure changes and expansions may not be made or they may not be made on a timely
basis. In many cases, the scope and timing of any infrastructure expansion are beyond our control. Also, we compete with other biofuel
companies for access to some of the key infrastructure components such as railcars and terminal capacity. As a result, increased production of
biodiesel or other biofuels will increase the demand and competition for necessary infrastructure. Any delay or failure in making the changes to
or expansion of distribution infrastructure could hurt the demand for or prices of biodiesel, impede our delivery of biodiesel, and impose
additional costs on us, each of which would have a material adverse effect on our results of operations or financial condition. Our business is
dependent on the continuing availability of infrastructure for the distribution of increasing volumes of biodiesel and any infrastructure
disruptions could have a material adverse effect on our business.

Our business is subject to extensive and potentially costly environmental regulations that could change and significantly increase our
operating costs.

Our biodiesel production facilities are subject to environmental regulations of the federal EPA and various state environmental agencies,
including those relating to the discharge of materials into the air, water and ground, the generation, storage, handling, use, transportation and
disposal of hazardous materials, and the health and safety of our employees. Compliance with these regulations requires a significant investment
of resources, including both financial resources and personnel time and expertise. A violation of these laws and regulations or permit conditions
can result in substantial fines, natural resource damages, criminal sanctions, permit revocations and/or facility shutdowns. The EPA or state
environmental agencies may seek to implement additional regulations or implement stricter interpretations of existing regulations. The nature
and scope of future legislation, regulations and programs cannot be predicted. While our plant technology is designed to limit the amount of
emissions consistent with current standards, there still may be risks that the environmental laws and regulations may change with respect to
emissions by our facilities. Changes in environmental laws or regulations or stricter interpretation of existing regulations may require significant
additional capital expenditures or increase our operating costs. Our plant could also be subject to environmental nuisance or related claims by
employees, property owners or residents near the plant arising from air or water discharges. Such environmental and public nuisance claims, or
tort claims based on emissions, could also increase our operating costs.
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We are subject to federal and state laws and regulations regarding occupational safety and compliance with or changes in these
regulations could significantly increase our operating costs.

Compliance with federal and state occupational laws and regulations, such as the federal Occupational Safety and Health Administration, or
OSHA, regulations could significantly increase our operating costs. The most significant OSHA issue is process safety management, a 14-point
analysis system to minimize releases of hazardous chemicals. Other OSHA standards deal with the management of contractors, ongoing training
procedures and an emergency action plan. The possible adoption of stricter regulations and standards in this area could further increase our costs
and adversely impact our operating results.

Risks Related to this Offering and our Common Stock
Our stock price may be volatile, and you may not be able to resell shares of our common stock at or above the price you paid, or at all.

Prior to this offering, there has not been a public market for our common stock. We cannot predict the extent to which a trading market will
develop or how liquid that market might become. The initial public offering price for the shares will be determined by negotiations between us
and the representatives of the underwriters and may not be indicative of prices that will prevail in the trading market. The trading price of our
common stock could be subject to wide fluctuations due to the factors discussed in this risk factors section and elsewhere in this prospectus. In
addition, broad market and industry factors may decrease the market price of our common stock, regardless of our actual operating performance.
In the past, following periods of volatility in the market price of a company's securities, securities class action litigation has often been instituted
against companies that experienced such volatility. This litigation, if instituted against us, regardless of its outcome, could result in substantial
costs and a diversion of our management's attention and resources.

We and our external auditors have identified material weaknesses in our internal control over financial reporting that, if not corrected,
could result in material misstatements in our financial statements.

We are not currently required to comply with Section 404 of the Sarbanes-Oxley Act of 2002, and are therefore not required to make an
assessment of the effectiveness of our internal controls over financial reporting for that purpose. However, in connection with the audit of our
financial statements as of December 31, 2005 and 2006 and for the three years ended December 31, 2006, we and our auditors have identified
certain matters involving our internal control over financial reporting that constitute material weaknesses under standards established by the
Public Company Accounting Oversight Board, or the PCAOB (United States).

The PCAOB defines a material weakness as a significant deficiency, or combination of significant deficiencies, that results in more than a
remote likelihood that a material misstatement of our annual or interim financial statements will not be prevented or detected by our employees.
A significant deficiency is defined as a control deficiency, or a combination of control deficiencies, that adversely affects the company's ability
to initiate, authorize, record, process, or report external financial data reliably in accordance with generally accepted accounting principles such
that there is more than a remote likelihood that a misstatement of the company's annual or interim financial statements that is more than
inconsequential will not be prevented or detected. A control deficiency exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A
deficiency in design exists when a control necessary to meet the control objective is missing, or an existing control is not properly designed so
that, even if the control operates as designed, the control objective is not always met.
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A deficiency in operation exists when a properly designed control does not operate as designed, or when the person performing the control
does not possess the necessary authority or qualifications to perform the control effectively.

The material weaknesses we have identified result from currently inadequate controls over external reporting and technical accounting
matters, inadequate integrated financial systems, inadequate financial reporting and closing processes, and inadequate written policies and
procedures. Specifically, the following items were identified:

Our financial close and reporting system and processes were not designed or operating effectively in order to enable the
Company to prepare financial statements, including required note disclosures, on a quarterly or annual basis in accordance
with SEC requirements;

We have not performed or documented a formal entity-level risk assessment to evaluate the implications of relevant risks on
financial reporting from operating and other activities, including the impact of our increasing complexity as a result of
rapidly expanding the number of our wholly-owned and member-owned facilities in our network and non-routine
transactions such as the issuance of debt and equity and potential acquisitions;

We do not have a comprehensive set of information systems policies including information security and change control. We
have not followed a consistent process for documenting, testing, approving and implementing changes to the information
systems environments; and

Our process level controls in regard to revenue recognition are not effectively designed or implemented.

We are in an ongoing process of implementing changes to strengthen our internal controls. These actions have been underway to varying
degrees since we commenced operations on August 1, 2006. Specific actions include:

The hiring of additional accounting and finance staff, related on-the-job training and coaching for existing staff and those
staff relied upon under a contract for services with West Central, and interim augmentation of staff as deemed necessary
from external accounting firms and temporary staffing services. In December 2006, we hired a new controller and in
June 2007, we hired a new CFO, Jeffrey Pattison, previously the controller of Bandag Incorporated. We plan to add
accounting professionals during the remainder of 2007 to augment our current staff;

Relocation of our headquarters to Ames, Iowa by the fall of 2007 to facilitate hiring of accounting and finance related staff
with necessary skills and experience to improve performance to required standards;

The development of a comprehensive entity-level control environment, including the development of a boundaries and
authorizations policy containing specific authorization and approval levels throughout the organization, the formalization of
risk management procedures and the development of a formalized risk assessment process to be conducted on a periodic
basis;

The documentation of information system requirements, the identification of potential vendors and the engagement of
external expertise to assist in the final vendor selection to replace the current information management system, as well as
ongoing efforts to improve the current information management systems through incremental upgrades and improvements;

The formal documentation of our internal control environment and development of a specific remediation plan as part of a
Sarbanes-Oxley Act compliance process begun in the fall of 2006 that continues in concert with our process improvement
and information system upgrade activities; and
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The retention of an outside accounting firm to assist us in reviewing and documenting our current internal controls policies
and procedures and a technology consulting firm to help select new information technology systems to improve our internal
controls over financial reporting.

Additional measures will be necessary and the measures we expect to take to improve our internal controls may not be sufficient to address
the issues identified, to ensure that our internal controls are effective or to ensure that such material weakness or other material weaknesses
would not result in a material misstatement of our annual or interim financial statements. In addition, other material weaknesses or significant
deficiencies may be identified in the future. If we are unable to correct deficiencies in internal controls in a timely manner, our ability to record,
process, summarize and report financial information accurately and within the time periods specified in SEC rules will be adversely affected.
This failure could negatively affect the market price and trading liquidity of our common stock, cause investors to lose confidence in our
reported financial information, subject us to civil litigation and civil and criminal investigations and penalties.

Some arrangements that we have with our principal stockholders may not be the result of arm's-length negotiations.

We have entered into various agreements with West Central, Bunge and E D & F Man, three of our principal stockholders, and their
affiliates, relating to corporate and commercial services that are material to the conduct of our business, and we may enter into additional
agreements with these parties and their affiliates. For example, we lease the property and obtain the feedstock for our Ralston, Iowa facility from
West Central. We also have a services agreement and an asset use agreement with West Central pursuant to which we obtain office space and
administrative services, such as human resources and accounting. Because we entered into some of these agreements when we were controlled
by West Central, the terms were not established through arm's-length negotiations. In addition, we have entered into feedstock supply and
terminal leasing arrangements with Bunge and E D & F Man and their affiliates. Although we believe that these agreements, as a whole, are no
less favorable to us than could be obtained through arm's-length dealing, these agreements include specific terms and conditions that may be
different from terms contained in similar agreements negotiated with unaffiliated third parties. In addition, because these parties are also our
principal stockholders and because we have significant contractual or strategic relationships with these parties, it may be difficult or impossible
for us to enforce claims that we may have against one or more of them. For a more complete discussion of our arrangements with our principal
stockholders, see the discussion under the heading "Certain Relationships and Related Party Transactions."

Our principal stockholder will continue to have significant influence over us after this offering, which limits the ability of our other
stockholders to influence significant corporate decisions and could delay or prevent a change of control or depress our stock price.

After this offering, West Central and its affiliated entities will beneficially own % of our outstanding common stock. As a result,
West Central may have the ability to effectively control the outcome of stockholder votes, including votes concerning the election of a majority
of our directors, charter and bylaw amendments, approval of merger transactions involving us or the sale of all or substantially all of our assets
or other business combination transactions, and other significant corporate actions. As a result, we may not be able to execute a transaction
favored by management or a majority of our other stockholders if West Central does not approve, which could delay or prevent a change in
control or depress our stock price.

If securities or industry analysts do not publish research or reports about our business, or if they change their recommendations
regarding our stock adversely, our stock price and trading volume could decline.

The trading market for our common stock will be influenced by the research and reports that industry or securities analysts publish about us
or our business. If one or more of the analysts who
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cover us downgrade our stock, our stock price would likely decline. If one or more of these analysts cease coverage of our company or fail to
regularly publish reports on us, we could lose visibility in the financial markets, which in turn could cause our stock price or trading volume to
decline.

Substantial future sales of our common stock in the public market could cause our stock price to fall.

Additional sales of our common stock in the public market after this offering, or the perception that these sales could occur, could cause the
market price of our common stock to decline. Upon completion of this offering, we will have shares of common stock outstanding. All
shares sold in this offering will be freely transferable without restriction or additional registration under the Securities Act of 1933. The

remaining shares of common stock outstanding after this offering will be available for sale as follows:

Number of Shares Date of Availability for Sale

180 days (subject to extension in specified circumstances) after the date of
this prospectus due to the release of the lock-up agreement these
stockholders have with the underwriters.

At some point after 180 days (subject to extension in specified
circumstances) after the date of this prospectus, subject to vesting
requirements and the requirements of SEC Rule 144 (subject, in some
cases, to volume limitations), Rule 144(k) or Rule 701.

At any time and without public notice, any or all of these shares may be released prior to expiration of the 180-day lock-up period at the
discretion of Credit Suisse Securities (USA) LLC. As restrictions on resale end, the market price of our common stock could decline if the
holders of those shares sell them or are perceived by the market as intending to sell them. In addition, after this offering, the holders of
approximately shares of common stock will be entitled to rights to cause us to register the sale of those shares under the Securities Act.
Registration of these shares under the Securities Act would result in these shares becoming freely tradable without restriction under the
Securities Act immediately upon the effectiveness of the registration.

As a new investor, you will experience immediate and substantial dilution.

Purchasers in this offering will immediately experience substantial dilution in net tangible book value. Because our common stock has in
the past been sold at prices substantially lower than the initial public offering price that you will pay, you will suffer immediate dilution of
$ per share in net tangible book value, based on an assumed initial offering price of $ per share of common stock.
The exercise of outstanding options and warrants, of which are outstanding and exercisable as of , 2007, may result
in further dilution.

Management may apply our net proceeds from this offering to uses that do not increase our market value or improve our operating
results.

We intend to use our net proceeds from this offering to finance approximately one-half of the cost of one wholly-owned facility currently
under development in Cairo, Illinois and two wholly-owned facilities currently under evaluation, with the remainder for general corporate
purposes and working capital. We have not reserved or allocated our net proceeds from this offering for any specific purpose, and we cannot
state with certainty how our management will use our net proceeds. Accordingly, our management will have considerable discretion in applying
our net proceeds, and you will not have the opportunity, as part of your investment decision, to assess whether we are using our net proceeds
appropriately. We may use our net proceeds for purposes that do not result in any increase in our
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results of operations or market value. Until the net proceeds we receive are used, they may be placed in investments that do not produce income
or that lose value.

We may be a U.S. real property holding corporation, in which case non-U.S. investors may be subject to U.S. federal income tax
(including withholding tax) in connection with the disposition of our shares, and U.S. investors selling our shares may be required to certify
as to their status in order to avoid withholding.

We may be a U.S. real property holding corporation, in which case non-U.S. investors may be subject to U.S. federal income tax (including
withholding tax) in connection with the disposition of our shares, and U.S. investors selling our shares may be required to certify as to their
status in order to avoid withholding.

We believe that we are not currently and have not in the past been a U.S. real property holding corporation within the meaning of the
United States Internal Revenue Code of 1986, as amended. We do not expect to become a U.S. real property holding corporation in the future.

A non-U.S. holder of our common stock will generally be subject to U.S. withholding tax (but not U.S. income taxation on a net basis) with
respect to distributions made by us that are treated as dividends for U.S. federal income tax purposes. A non-U.S. holder not otherwise subject to
U.S. income taxation on a net basis would generally not be subject to U.S. withholding taxes or U.S. federal income tax on a net basis on the sale
or other disposition of our common stock, unless we are, or have been, a U.S. real property holding corporation at any time within the five year
period preceding such sale or disposition (or the non-U.S. holder's holding period, if shorter). Generally, we will be a U.S. real property holding
corporation if the gross fair market value of our U.S. real property interests equals or exceeds 50% of the gross fair market value of our
worldwide real property interests and other assets used or held for use in a trade or business, all as determined under applicable U.S. Treasury
regulations.

Certain non-U.S. holders of our common stock may be eligible for an exception to the foregoing general rule if our common stock is
regularly traded on an established securities market during the calendar year in which the sale or disposition occurs and the non-U.S. holder
holds no more than 5% of our outstanding common stock, directly or indirectly, during the relevant period (the "5% exception"). If we are a U.S.
real property holding corporation during the relevant time period, and the 5% exception does not apply, the buyer or other transferee of our
common stock will generally be required to withhold tax at the rate of 10% on the sales price or other amount realized, unless the transferor
furnishes an affidavit certifying that it is not a foreign person in the manner and form specified in the applicable treasury regulations.

Delaware law and our corporate charter and bylaws will contain anti-takeover provisions that could delay or discourage takeover
attempts that stockholders may consider favorable.

Provisions in our certificate of incorporation and bylaws that we intend to adopt before the closing of this offering may have the effect of
delaying or preventing a change of control or changes in our management. These provisions include the following:

the right of the board of directors to elect a director to fill a vacancy created by the expansion of the board of directors;

the requirement for advance notice for nominations for election to the board of directors or for proposing matters that can be
acted upon at a stockholders' meeting;

the ability of the board of directors to alter our bylaws without obtaining stockholder approval;

the ability of the board of directors to issue, without stockholder approval, up to 10,000,000 shares of preferred stock with
rights set by the board of directors, which rights could be senior to those of common stock;
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a classified board;

the required approval of holders of at least two-thirds of the shares entitled to vote at an election of directors to adopt, amend
or repeal our bylaws or amend or repeal the provisions of our certificate of incorporation regarding the classified board, the
election and removal of directors and the ability of stockholders to take action by written consent; and

the elimination of the right of stockholders to call a special meeting of stockholders and to take action by written consent.

In addition, because we are incorporated in Delaware, we are governed by the provisions of Section 203 of the Delaware General
Corporation Law. These provisions may prohibit or restrict large stockholders, in particular those owning 15% or more of our outstanding voting
stock, from merging or combining with us. These provisions in our certificate of incorporation and bylaws and under Delaware law could
discourage potential takeover attempts and could reduce the price that investors might be willing to pay for shares of our common stock in the
future and result in our market price being lower than it would without these provisions.

We will incur increased costs as a result of being a public company.

As a public company, we will incur significant legal, accounting and other expenses that we did not incur as a private company. In addition,
the Sarbanes-Oxley Act of 2002, as well as rules subsequently implemented by the Securities and Exchange Commission and the New York
Stock Exchange, have required changes in corporate governance practices of public companies. We expect these new rules and regulations to
increase our legal and financial compliance costs and to make some activities more time-consuming and costly. For example, as a result of
becoming a public company, we have added an independent director, created additional board committees and adopted policies regarding
internal control over financial reporting and disclosure controls and procedures. In addition, we will incur additional costs associated with our
public company reporting requirements. We also expect these rules and regulations to make it more difficult and more expensive for us to obtain
director and officer liability insurance and we may be required to accept reduced policy limits and coverage or incur substantially higher costs to
obtain the same or similar coverage. As a result, it may be more difficult for us to attract and retain qualified persons to serve on our board of
directors or as executive officers. We cannot predict or estimate the amount of additional costs we may incur or the timing of such costs.

30

40



Edgar Filing: RENEWABLE ENERGY GROUP, INC. - Form S-1

INFORMATION REGARDING FORWARD-LOOKING STATEMENTS

This prospectus contains forward-looking statements that involve risks and uncertainties. The forward-looking statements are contained
principally in the sections entitled "Prospectus Summary," "Risk Factors," "Management's Discussion and Analysis of Financial Condition and
Results of Operations" and "Business." In some cases, you can identify forward-looking statements by terms such as "may," "might,"
"objective," "intend," "should," "could," "can," "would," "expect," "believe," "estimate," "predict," "potential,” "plan," or the negative of these
terms, and similar expressions intended to identify forward-looking statements. These statements reflect our current views with respect to future
events and are based on assumptions and subject to risks and uncertainties. Given these uncertainties, you should not place undue reliance on
these forward-looking statements. Forward-looking statements include, but are not limited to, statements about:

non non non non

our plans to rapidly expand our wholly-owned production capacity;

anticipated production facilities, including expected locations, completion date, production capacity, diversified feedstock
capability, capital expenditures, and the ratio of debt and equity financing;

our ability to obtain planned and unplanned debt facilities;

the proportion of debt and cash, including proceeds from this offering, that will be used to fund the construction of our
facilities currently in development and under evaluation;

proposed legislation affecting the biodiesel industry;

proportion of our revenues attributable to our Biodiesel segment in the future;

facilities under construction joining our network;

facilities under development progressing to the construction and operational stages;

our intention to rely on our existing prime subcontractors and process engineer for construction of our future network
facilities;

our intention to locate our facility in development in Cario, Illinois;

our intention to obtain feedstock from and distribute biodiesel to international markets;

expanding the market for biodiesel and potential biodiesel consumers;

factors that influence our facility site selection;

portion of our feedstock that will be high phosphorus or high fatty acid content;

our anticipated equity interest in our network facilities, including our intention to exercise our option to acquire an equity
interest in the owner of the Newton, Iowa facility;
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our expectations regarding our expenses and sales;

our anticipated cash needs and our estimates regarding our capital requirements and our needs for additional financing;

the estimates inherent in our percentage-of-completion accounting policies;

our anticipated growth strategies;

our intellectual property;

anticipated trends and challenges in our business and the markets in which we operate; and

our ability to attract customers.
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These statements reflect our current views with respect to future events. These statements are based on assumptions and involve known and
unknown risks and uncertainties. Given these uncertainties, you should not place undue reliance on these forward-looking statements. We
discuss many of these risks in this prospectus in greater detail under the heading "Risk Factors." Also, these forward-looking statements
represent our estimates and assumptions only as of the date of this prospectus. Unless required by U.S. federal securities laws, we do not intend
to update any of these forward-looking statements to reflect circumstances or events that occur after the statement is made.

You should read this prospectus and the documents that we reference in this prospectus and have filed as exhibits to the registration
statement, of which this prospectus is a part, completely and with the understanding that our actual future results may be materially different
from what we expect. We qualify all of our forward-looking statements by these cautionary statements.
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USE OF PROCEEDS

We expect that the net proceeds we will receive from the sale of the shares of common stock offered by us will be approximately

$ million, based on an assumed initial public offering price of $ per share, after deducting the estimated underwriting
discounts and commissions and estimated offering expenses payable by us. A $1.00 increase (decrease) in the assumed initial public offering
price of $ per share would increase (decrease) the net proceeds to us from this offering by approximately $ million,

assuming the number of shares offered by us, as set forth on the cover page of this prospectus, remains the same and after deducting the
estimated underwriting discounts and commissions and estimated offering expenses payable by us.

We intend to use approximately $ million of the net proceeds we receive from this offering to finance approximately one-half of
the construction costs of three new wholly-owned network facilities, each of which is expected to have 60 mmgy production capacity. One of the
facilities is expected to be located in Cairo, Illinois, and the other two facilities are expected to be located on or near a U.S. coast. We expect the
remaining construction costs for each of these planned biodiesel facilities will be funded through future debt funding arrangements and cash
generated from our operations. We expect the aggregate construction costs for these three facilities to be in the range of $211 million to
$248 million. If we are unable to procure this additional debt financing, we would likely be forced to cut back on or delay our plans to build
these production facilities. See "Management's Discussion and Analysis of Financial Condition and Results of Operations Liquidity and Capital
Resources Capital Expenditures." We also intend to use the net proceeds we receive from this offering to pay the dividends that have accrued on
our series A preferred stock and series B preferred stock that are payable in connection with their conversion to common stock upon
consummation of this offering. Assuming the offering is consummated on , 2007, the aggregate amount of these dividends will be
approximately $

A portion of the net proceeds may also be used to acquire or invest in additional biodiesel production and distribution facilities or biodiesel
or other renewable energy production and design technologies in the U.S. and internationally. We have no current plans, agreements or
commitments with respect to any such acquisition or investment. We intend to use the remaining net proceeds from this offering for general
corporate purposes, including working capital and capital expenditures.

As of the date of this prospectus, however, we cannot predict with certainty all of the particular uses for the proceeds of this offering or the
amounts that we will actually spend on the uses set forth above. The amount and timing of actual expenditures may vary significantly depending
upon a number of factors, such as selection of sites to build facilities, the federal, state and local permitting and licensing process, the
construction schedule for our contractors, the delivery of goods and equipment by our suppliers, receipt of additional funding and various other
considerations typically associated with large-scale construction projects. Accordingly, our management will have significant flexibility in
applying the net proceeds of this offering. Pending use of the net proceeds as described above, we intend to invest the net proceeds of this
offering in short-term, interest-bearing, investment-grade securities.

DIVIDEND POLICY

Our series A preferred stock accrues cumulative dividends at the rate of $0.95 per share per annum and our series B preferred stock accrues
cumulative dividends at the rate of $1.10 per share per annum, in each case compounded annually from the date of issuance whether or not
declared. These dividends will become payable by us in cash upon the conversion of the series A preferred stock and series B preferred stock
into common stock in connection with the closing of the offering contemplated by this prospectus. We have never declared or paid any cash
dividends on our common stock. We expect to retain all of our earnings to finance the expansion and development of our business and we do not
currently intend to pay any cash dividends on our common stock in the foreseeable future. We expect to retain future earnings, if any, to fund the
development and growth of our business. Our board of directors will determine future dividends, if any. We expect that our proposed working
capital facility, and any future debt agreements, will restrict our ability to pay dividends. See the section entitled "Management's Discussion and
Analysis of Financial Condition and Results of Operations Liquidity and Capital Resources."
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CAPITALIZATION

The following table describes our cash and cash equivalents, short-term debt and capitalization as of March 31, 2007:

on an actual basis;

on a pro forma basis to give effect to the issuance of shares of common stock, 526,315 shares of series A preferred
stock and 1,999,998 shares of series B preferred stock after March 31, 2007, the issuance of shares of common stock
upon exercise of warrants and the conversion of all of our outstanding shares of preferred stock upon the closing of this

offering; and

on a pro forma as adjusted basis to give effect to the sale of shares of common stock in this offering at an assumed
initial public offering price of $ per share, after deducting the estimated underwriting discounts and commissions and

estimated offering expenses payable by us.

You should read this table together with "Management's Discussion and Analysis of Financial Condition and Results of Operations" and
our audited, unaudited and pro forma consolidated financial statements and the related notes appearing elsewhere in this prospectus.

As of March 31, 2007

Actual

Pro Forma
Pro Forma Adjusted

(in thousands, except share data)

Cash and cash equivalents $ 33,036 $ $
I I I

Debt, current portion $ 330 $ $
Bond payable, less current portion $ 3,020 $ $
Stockholders' equity:
Convertible preferred stock, $0.0001 par value; shares authorized; shares
issued and outstanding, actual; shares authorized, no shares issued and
outstanding, pro forma; authorized, no shares issued or outstanding, pro
forma as adjusted 1
Common stock, $0.0001 par value; shares authorized, shares issued and
outstanding, actual; shares authorized, shares issued and outstanding, pro
forma; shares authorized, shares issued and outstanding, pro forma as
adjusted 1
Additional paid-in capital 107,889
Accumulated deficit (2,668)

Total stockholders' equity 105,223

Total capitalization $ 108,243  $ $
I I I
The actual, pro forma and pro forma as adjusted information set forth in the table:
excludes shares of common stock issuable upon the exercise of warrants outstanding as of , 2007, at a weighted

average exercise price of $ per share;
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shares of common stock issuable upon the exercise of options outstanding as of

average exercise price of $ per share;
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excludes shares of common stock available for future issuance under our stock option plans following the date of this
offering;
excludes shares of common stock issuable to Bunge in connection with the execution of a ground lease for Cairo,

[llinois. See the section entitled "Certain Relationships and Related Party Transactions Commercial Transactions Bunge North
America, Inc." for more information concerning this obligation; and

assumes no exercise of the over-allotment option granted to the underwriters.

A $1.00 increase (decrease) in the assumed initial public offering price of $ per share would increase (decrease) the net proceeds to us
from this offering by approximately $ million, or approximately $ million if the underwriters exercise their option to purchase
additional shares of common stock in full, assuming the number of shares offered by us, as set forth on the cover page of this prospectus,
remains the same and after deducting the estimated underwriting discounts and commissions and estimated offering expenses payable by us.
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DILUTION

Our pro forma net tangible book value as of March 31, 2007 was $ million, or $ per share of common stock. Pro forma net
tangible book value per share represents the amount of our total tangible assets less total liabilities, divided by the pro forma number of shares of
common stock outstanding, assuming the issuance of shares of common stock, 526,315 shares of series A preferred stock and
1,999,998 shares of series B preferred stock after March 31, 2007, shares of common stock upon the exercise of outstanding warrants and
the conversion of all of our outstanding shares of series A preferred stock and series B preferred stock into the same number of shares of our
common stock. Net tangible book value dilution per share represents the difference between the amount per share paid by purchasers of shares
of common stock in this offering and the pro forma net tangible book value per share of common stock immediately after completion of this
offering on a pro forma as adjusted basis. After giving effect to the sale of the shares of common stock by us at an assumed initial public
offering price of $ per share, and after deducting the estimated underwriting discounts and commissions and estimated offering expenses
payable by us, our net tangible book value as of March 31, 2007 would have been $ ,or$ per share of common stock. This
represents an immediate increase in net tangible book value of $ per share of common stock to existing common stockholders and an
immediate dilution in net tangible book value of $ per share to new investors purchasing shares of common stock in this offering. The
following table illustrates this per share dilution:

Assumed initial public offering price per share $
Pro forma net tangible book value per share as of March 31, 2007 $
Increase in pro forma net tangible book value per share attributable to new investors
Pro forma net tangible book value per share after this offering
Dilution in pro forma net tangible book value per share to new investors $
I
A $1.00 increase (decrease) in the assumed initial public offering price of $ per share would increase (decrease) the net proceeds to
us from this offering by approximately $ million, assuming the number of shares offered by us, as set forth on the cover page of this

prospectus, remains the same and after deducting the estimated underwriting discounts and commissions and estimated offering expenses
payable by us.

The following table summarizes as of March 31, 2007, on the pro forma basis described above, the number of shares of common stock
purchased from us, the total consideration paid and the average price per share paid by existing and new investors purchasing shares of common
stock in this offering, before deducting the estimated underwriting discounts and commissions and estimated offering expenses.

Shares Purchased Total Consideration
Average
Price
Number Percent Amount Percent Per Share
Existing stockholders % $ % $
New investors
Total 100.0% $ 100.0%
I I L] I
The table above assumes no exercise of any outstanding stock options or warrants. As of March 31, 2007, there were shares of
common stock issuable upon exercise of outstanding stock options at a weighted average exercise price of $9.50 per share and there
were shares of common stock available for future issuance under our stock option plans. As of March 31, 2007, there were also warrants
outstanding to purchase shares of our common stock at a weighted average exercise price of $ . To the extent that any of these

options or warrants are exercised, there will be further dilution to new investors.
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SELECTED CONSOLIDATED FINANCIAL AND UNAUDITED PRO FORMA DATA

The following selected consolidated financial data and unaudited pro forma data should be read together with "Management's Discussion
and Analysis of Financial Condition and Results of Operations" and our financial statements and related notes included elsewhere in this
prospectus. The selected consolidated balance sheet data as of December 31, 2005 and 2006, and the selected consolidated statements of
operations data for each year ended December 31, 2004, 2005 and 2006, have been derived from our audited consolidated financial statements
which are included elsewhere in this prospectus. The selected consolidated balance sheet data as of December 31, 2002, 2003 and 2004, and the
selected consolidated statements of operations data for the years ended December 31, 2002, and 2003 have been derived from our unaudited
consolidated financial statements not included in this prospectus. The selected consolidated balance sheet data as of March 31, 2007, and the
selected consolidated statements of operations data for the three months ended March 31, 2006 and March 31, 2007, have been derived from our
unaudited condensed consolidated statements of operations which are included in this prospectus. The unaudited pro forma condensed
consolidated statements of operations data have been derived from our unaudited pro forma financial information which is included in this
prospectus. The unaudited consolidated and pro forma condensed consolidated financial data and related notes have been prepared on the same
basis as the audited consolidated financial statements contained in this prospectus and include all adjustments, consisting only of normal
recurring adjustments, that we consider necessary for a fair presentation of our financial position and operating results for the periods presented.
Our results of operations for the three month period ended March 31, 2007 are not necessarily indicative of the results that can be expected for
the full year or any future period.

Year Ended Three Months Ended
December 31, March 31,
2006
2002 2003 2004 2005 2006 Pro Forma(2) 2006 2007
(In thousands, except share and per share amounts)

Consolidated Statement of
Operations Data:(1)
Revenues:

Biodiesel sales $ 2548 $ 9,136 $ 21,219 $ 77,181 $ 93,649 $ 93,649 $ 18,711 $ 21,972

Biodiesel government

incentives 6,067 6,854 6,418 8,915 8,915 2,000 1,704

Total Biodiesel 2,548 15,203 28,073 83,599 102,564 102,564 20,711 23,676

Services 43 413 2,696 75,465 108,386 842 31,871
Total revenues 2,548 15,246 28,486 86,295 178,029 210,950 21,553 55,547
Costs of goods sold:

Biodiesel 2,252 12,555 25,250 72,591 92,423 92,423 17,966 24,511

Services 761 70,751 103,699 581 28,970
Total costs of goods sold 2,252 12,555 25,250 73,352 163,174 196,122 18,547 53,481
Gross profit 296 2,691 3,236 12,943 14,855 14,828 3,006 2,066
Total operating expenses 360 1,070 1,751 2,504 11,688 12,337 899 5,114
Income (loss) from operations (63) 1,621 1,485 10,439 3,167 2,491 2,107 (3,048)
Other income (expense), net:

Interest expense (122) (302) (360) (535) (442) (442) (110) (50)

Interest income 689 854 573

Income from equity method

investees 493 855 87
Total other income (expense), net (122) (302) (360) (535) 740 1,267 (110) 610
Income (loss) before income taxes (185) 1,319 1,125 9,904 3,907 3,758 1,997 (2,438)
Income tax benefit 745 1,482 873
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Net income (loss)

Dividends payable to preferred
stockholders

Income (loss) to common
stockholders

Earnings (loss) per common
share basic and diluted

Average number of shares
outstanding basic and diluted

Pro forma income tax
information:(3)
Pro forma income tax expense

Pro forma net income
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Year Ended Three Months Ended
December 31, March 31,
(185) 1,319 1,125 9,904 4,652 5,240 1,997 (1,565)
I NN L& |
(1,095) (1,437)
$ (185 $ 1,319 $ 1,125 $ 9,904 $ 3,557 $ 5240 $ 1,997 $ (3,002)
I NN L& |
$ 031 $ 0.33 $ (0.24)
I
10,207,840 11,395,802 12,633,118
I
$ 460 $ 3397 $ 1,212 $ 640
I N L]
$ 665 $ 6,507 $ 2,695 $ 1,357
I N L]
37

50



Edgar Filing: RENEWABLE ENERGY GROUP, INC. - Form S-1

As of As of
December 31, March 31,
2002 2003 2004 2005 2006 2007
(in thousands)

Consolidated Balance Sheet Data:
Cash and cash equivalents $ 370 $ 386 $ 501 $ 1,221 53,698 33,036
Working capital 356 822 5,512 9,421 69,930 68,527
Property, plant and equipment, net 6,660 6,587 6,741 6,318 12,188 13,471
Total assets 7,654 8,328 23,638 20,726 143,606 142,406
Long-term obligations, net of current portion 6,840 5,910 3,680 3,350 3,020 3,020
Total liabilities 7,420 6,774 15,015 6,958 37,717 37,183
Total members' net investment and
advances/stockholders' equity 234 1,554 8,623 13,768 105,889 105,223

6]

@

3

Unless stated otherwise, consolidated financial statements contained in this prospectus include the historical operations of all of our
businesses, other than our construction management operations previously owned by REG, LLC, which is accounted for as a purchase
as of July 31, 2006, the date of acquisition. Accordingly, the results of operations of our construction management business are not
reflected in our consolidated financial statements prior to July 31, 2006.

Pro forma condensed consolidated statements of operations data for the period shown is presented assuming the acquisition of REG,
LLC as if it had occurred on January 1, 2006. See Notes to Unaudited Condensed Consolidated Pro Forma Financial Information for a
description of the pro forma adjustments to our historical consolidated financial statements.

See Note 2 to Consolidated Financial Statements and Note 2 to Condensed Consolidated Financial Statements.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis of our financial condition and results of operations should be read together with "Selected
Consolidated Financial Data" and our consolidated financial statements and related notes appearing elsewhere in this prospectus. In addition
to historical information, this discussion and analysis contains forward-looking statements that involve risks, uncertainties and assumptions.
Our actual results may differ materially from those anticipated in these forward-looking statements as a result of a variety of factors, including
but not limited to, those set forth under "Risk Factors" and elsewhere in this prospectus.

Our historical financial data discussed below reflects the historical results of operations and financial position of Renewable Energy
Group, Inc. Accordingly, the historical financial data does not give effect to the completion of this offering. See "Unaudited Pro forma
Condensed Consolidated Financial Information" included elsewhere in this prospectus. The following discussion and analysis of our results of
operations includes periods prior to the acquisition of REG, LLC's construction management business. Accordingly, our historical results of
operations are not indicative of what our future results of operations will be.

Overview

We believe we are the largest operator, marketer, and distributor of biodiesel in the U.S. We have played a leading role in defining the U.S.
biodiesel industry for the past ten years. This experience has enabled us to develop expertise in operations, procurement, marketing, production,
logistics, risk management and biodiesel facility construction management. During 2006, we marketed approximately 78 million gallons of
biodiesel, representing approximately 27% of U.S. biodiesel sales. Most of this biodiesel was marketed under our SoyPOWER brand, which we
have been selling for more than a decade. We operate a 132 mmgy network of biodiesel production facilities, currently consisting of one facility
wholly-owned by us and four facilities owned by third parties, for which we manage facility operations, input procurement, quality control,
marketing and distribution logistics, as well as assist with risk management. We believe the network of biodiesel production facilities that we
operate is the largest producer of biodiesel in the U.S. We also provide new facility construction management services to third parties and have
used our construction expertise and design technology to become a leading builder of biodiesel facilities in the U.S. We believe our vertically
integrated approach of constructing, owning, operating and marketing biodiesel production strongly positions us to capitalize on multiple aspects
of the biodiesel industry's growth potential.

We are in the process of developing a national network of biodiesel production facilities. In addition to the 132 million gallons per year, or
mmgy, production capacity currently in our network, we recently commenced construction of two wholly-owned facilities: one 60 mmgy
production capacity facility in St. Rose, Louisiana, which we refer to as our New Orleans facility, and one 60 mmgy production capacity facility
in Emporia, Kansas. In the third quarter of 2007, we expect to begin construction of a 60 mmgy production capacity facility in Cairo, Illinois.
With the construction of these three facilities, we expect to own four operating facilities with aggregate production capacity of approximately
192 mmgy by the end of 2008. In addition, we currently are managing the construction of two member-owned biodiesel production facilities
with aggregate production capacity of 90 mmgy, each of which is expected to be operational by the end of 2007. Each of these member-owned
facilities under construction is expected to become part of our network, as we have agreed to manage their operations following construction and
sell their finished biodiesel product under our SoyPOWER brand for the account of the owner. By the end of 2008, we expect to have
approximately 492 mmgy of production capacity in our network.

We do not intend to use any proceeds from this offering to finance our New Orleans or Emporia facilities. We expect that the proceeds of
this offering will be devoted primarily to the construction of
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three additional wholly-owned biodiesel production facilities with aggregate production capacity of 180 mmgy. We expect one of these
facilities, currently in development, will be located in Cairo, Illinois and two of these facilities, currently under evaluation, will be located near
U.S. coasts and deep water ports, providing access to both international and diversified feedstock supplies. For further discussion of our planned
capital expenditures, see the discussion under " Liquidity and Capital Resources" below.

The table below provides a summary of the biodiesel production facilities in our network in operation, under construction and in
development as of July 10, 2007:

REG Biodiesel Production Network

In Under In
Operation Construction Development(1) Total
Locations 5 4 4 13
Annual biodiesel production capacity (mmgy) 132 210 150 492
Diversified feedstock capable 5 3 4 12
MMGY production capacity owned/managed 12/120 120/90 60/90 192/300

)]
For third-party owned facilities that we classify as "in development," we have entered into agreements with the facility owner to
perform, and are in the process of performing, preconstruction services such as providing architectural and civil drawings, assisting
with governmental permitting, finalizing documentation and pricing, and placing orders for equipment. For wholly-owned facilities
that we classify as "in development," we are engaged in the same activities for our own account.

We also have an agreement with Peter Cremer North America, LP, or PCNA, to purchase for resale at least 32 mmgy of finished biodiesel
each year through September 2008 produced at an independently owned and operated facility with approximately 50 mmgy production capacity.

We were formed by West Central Cooperative, or West Central, a large grain, agronomy and soybean processing company. We
commenced operations on August 1, 2006 upon acquiring the assets and operations of West Central's biodiesel division and of two of West
Central's affiliated companies, InterWest, L.C. and REG, LLC. Our consolidated financial statements contained in this prospectus include the
historical operations of all of our businesses, other than our construction management business previously owned by REG, LLC. Although
REG, LLC was acquired in connection with our formation, because REG, LLC was only 50% owned by West Central, it is accounted for as a
purchase as of the date of acquisition. Accordingly, the results of operations of our construction management services previously owned by
REG, LLC are not reflected in our consolidated financial statements prior to July 31, 2006. Pro forma consolidated statements of operations data
in this Management's Discussion and Analysis of Financial Condition and Results of Operations is presented assuming the consolidation of
REG, LLC are presented as if the acquisition had occurred on January 1, 2006. See "Notes to Unaudited Pro Forma Condensed Consolidated
Financial Information" for a description of the pro forma adjustments to our historical condensed consolidated financial statements. In
connection with the commencement of our operations, we obtained equity financing from an investor group that included Bunge North
America, Inc., or Bunge, a subsidiary of one of the world's largest oilseed processors, and E D & F Man Netherlands B.V., or E D & F Man, a
large bulk liquids transportation and storage and commodity trading company.
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Business Segments
We derive revenue from two reportable business segments: Biodiesel and Services.

Our Biodiesel segment includes:

the operations of our wholly-owned biodiesel production facilities, currently consisting of our 12 mmgy capacity production
facility in Ralston, Iowa; and

our purchases and resales of biodiesel produced by third parties.

Of the approximately 78.0 million total gallons of biodiesel that we marketed in 2006, approximately 43.0 million gallons of biodiesel that
we sold is reflected in our Biodiesel segment, with the remainder marketed by us for the account of member-owned facilities in our network.
The 43.0 million gallons consists of approximately 10.8 million gallons produced at our Ralston, Iowa facility and approximately 32.2 million
gallons of biodiesel that we purchased and resold through our agreement with PCNA.

PCNA sells us biodiesel it acquires from an independently owned and operated biodiesel production facility located near Cincinnati, Ohio.
Under our agreement with PCNA, we elect in six-month intervals whether to purchase at least 2.67 millions gallons of biodiesel per month at
prices based on market soybean oil prices plus a conversion fee. The gallons available to us may exceed this minimum monthly amount as the
production facility has recently increased its capacity from 32 mmgy to approximately 50 mmgy. We sell back to PCNA at cost a portion, and
during some periods all, of our committed volumes for resale by PCNA. Our agreement with PCNA provides for each company to share with the
other an amount equal to 50% of any profit, but not loss, on sales of biodiesel covered by the agreement. The price of biodiesel that we purchase
from PCNA is primarily based on soybean oil costs and production fees rather than market prices for biodiesel and, as a result, our sales margins
may be more or less favorable than would apply to resales of biodiesel acquired in the spot market. Because of our profit-sharing arrangement
with PCNA and because of the relatively high production costs and related fees that determine the price that we pay to PCNA for biodiesel, our
gross profit per gallon is significantly higher on biodiesel that we produce at our Ralston, Iowa facility than biodiesel we acquire from PCNA
and resell. Our agreement with PCNA is scheduled to expire on September 30, 2008 unless both parties agree to an extension. If our agreement
with PCNA is not renewed and we are not able to replace the gallons we acquire for resale under this agreement from our wholly-owned
facilities, our member-owned facilities or other independent third-party producers, our revenues may decline.

We derive a small portion of our revenues from the sale of glycerin, which is a co-product of the biodiesel production process.
Approximately one pound of glycerin is produced for every 10 pounds of biodiesel produced. Glycerin is used in the animal feed market and
glycerol, the highly purified form of glycerin, is used in soaps, cosmetics, food and beverages, pharmaceutical products and animal feeds. In
2006, our revenues from the sale of glycerin were $0.4 million, or less than one percent of our total Biodiesel segment revenues.

The Biodiesel segment generated revenues of $102.6 million in 2006, representing approximately 58% of our total revenues and
approximately 49% of our total revenues on a pro forma basis. The Biodiesel segment generated revenues of $23.7 million in the three-months
ended March 31, 2007, representing approximately 43% of our total revenues. We expect that for fiscal years ending after 2007, our Biodiesel
segment, as a percentage of revenues, will increase as a result of our plans to add significant wholly-owned production capacity.

Our Services segment includes:

construction management services, whereby we act as the construction manager and general contractor for the construction
of biodiesel production facilities; and
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biodiesel facility management and operational services, whereby we provide day-to-day management and operational
services to biodiesel production facilities that, together with our wholly-owned facility, form our network.

Our construction management services primarily include assistance with pre-construction planning, such as site selection and permitting,
facility and process design and engineering, engagement of subcontractors to perform all construction activity and to supply all biodiesel
processing equipment, and project management services. Because we do not have internal construction capabilities and do not manufacture
biodiesel processing equipment, we rely on our prime subcontractors, Todd & Sargent and its joint venture with the Weitz Company, TSW, and
our system processing equipment supplier Crown Iron Works, to fulfill the bulk of our obligations to our customers. Payments to these prime
subcontractors and supplier represent most of the costs of goods sold for our Services segment.

Our ability to offer construction management services largely depends on the availability, timeliness and workmanship of Todd & Sargent
and TSW and our other subcontractors. In addition, we typically enter into fixed unit price contracts with our customers, requiring us to
construct a facility for a fixed price irrespective of our actual costs. At the same time, our contracts with our prime construction subcontractors
are on a time and materials basis, rather than a fixed basis, exposing us to the risk of cost overruns in the event of faulty cost estimates by us or
our prime subcontractors. Accordingly, our profitability will increase or decrease based on the extent to which the fixed cost that our customers
pay is more or less than the costs we incur.

Demand for our construction management and facility operations services depends on capital spending by potential customers and existing
customers, which is directly affected by trends in the biodiesel industry. Since the spread between soybean oil and biodiesel prices narrowed
considerably in the second half of 2006 and through the first half of 2007, orders for our new facility construction services have slowed
primarily as a result of lower petroleum-based diesel prices, causing downward pricing pressure on biodiesel, and higher soybean oil prices
primarily as a result of increased demand for supply of soybean oil.

Our facility operations management services involve a broad range of activities including employee training, procurement of feedstocks and
process chemicals, product testing, corporate administrative services and biodiesel product marketing and sales. Under our Management and
Operational Services Agreement, or MOSA, that we enter into with a facility owner, we typically receive a monthly fee based on gallons of
biodiesel produced or marketed and we are eligible for a bonus based on the facility's net income. Our MOSAs generally have a three-year or
five-year term. Our revenue from these arrangements consist of the fees that we receive under the MOSA. As required by Emerging Issues Task
Force (EITF) 99-19 "Reporting Revenues Gross as a Principal or Net as an Agent," we do not recognize revenue from the sale of biodiesel
produced at managed facilities, which we sell for the account of the member-owner as we act as an agent for these transactions.

The Services segment generated revenues of $75.5 million in 2006 representing 42% of our total revenues, and, on a pro forma basis,
$108.4 million representing 51% of pro forma revenues. In the quarter ended March 31, 2007, the Services segment generated revenues of
$31.9 million, representing 57% of our total revenues. To date, most of our profits in the Services segment are attributable to our new facility
construction management services. We expect that our revenues attributable to our facility operations management services, relative to the
revenues generated by our new facility construction management services, will vary substantially in the future depending primarily on the
number of facilities under construction relative to the number and size of operational facilities under management during the period.

See Note 19 of Notes to Consolidated Financial Statements and Note 11 of Notes to Condensed Consolidated Financial Statements for
financial information regarding each of our segments.
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Factors Influencing Our Results of Operations

The results of our vertically integrated operations are primarily affected by industry-wide factors affecting the profitability of biodiesel
production. The principal factors affecting our segments are the market prices for biodiesel and the feedstocks used to produce biodiesel, as well
as governmental programs designed to create incentives for the production and use of biodiesel. These industry-wide factors directly impact our
owned biodiesel production and marketing operations, and indirectly affect the demand for our biodiesel facility construction and facility
operations management businesses.

Biodiesel and feedstock price fluctuations

Our operating results generally reflect the relationship between the price of biodiesel and the price of feedstocks used to produce biodiesel.
During the first quarter of 2007, feedstock costs represented approximately 82% of biodiesel costs of goods sold. Methanol, a catalyst in the
production process, represents our second largest cost, the price of which is tied to the cost of natural gas. Unlike other industries where prices
for finished products may be most significantly impacted by changes in production costs, because biodiesel is used as an additive or alternative
to diesel fuel, biodiesel prices are more strongly correlated to petroleum-based diesel fuel prices. Furthermore, diesel prices and prices for
soybean oil, historically our principal feedstock, have been volatile, resulting in significant fluctuations in our results of operations from period
to period. Our results of operations generally will benefit when the spread between biodiesel prices and feedstock prices widens and will be
harmed when this spread narrows.

Biodiesel is primarily used as an additive to petroleum-based diesel fuel and, as a result, biodiesel prices have generally tracked
petroleum-based diesel fuel prices. Accordingly, biodiesel prices are impacted by the same factors that affect petroleum prices, such as
world-wide economic conditions, wars and other political events, OPEC production quotas, changes in refining capacity and natural disasters.
The graph below shows sales price data for biodiesel and diesel fuel from February 2005 to May 2007.

M
Biodiesel prices are based on the monthly average of the midpoint of the high and low prices of B100 (Upper Midwest) as reported
weekly by The Jacobsen Publishing Company, or Jacobsen, reduced by $1.00 per gallon to approximate the effect of the federal
blenders' tax credit on the
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retail sales price for blended biodiesel. For further information on the federal blenders' tax credit, see the discussion under
" Governmental programs favoring biodiesel production and use."

@3]
Diesel prices are based on petroleum-diesel prices reported by Platts based on the closing sales price for low sulfur diesel (Group
3-Midwest Region) from February 2005 through September 2006 and on the midpoint of the high and low sales prices for ultra low
sulfur diesel (Group 3-Midwest Region) in succeeding periods.

Feedstocks for biodiesel production, such as soybean oil, palm oil and canola oil, are also globally-traded commodities and market prices
for them will be affected by a wide range of factors unrelated to the supply and demand for biodiesel and petroleum-based diesel fuels. These
factors include weather conditions, crop disease, farmer planting decisions, demand and supply, and government policies and subsidies. To date,
our wholly-owned facility and the member-owned facilities in our network have utilized soybean oil and, to a far lesser extent, animal fats as
feedstocks. Most of our owned and managed facilities under construction or in development will be capable of producing biodiesel from
multiple feedstocks, including soybean oil and one or more of the following: animal fat, palm oil, corn oil and canola oil. Our ability to utilize
alternatives to soybean oil will, however, depend on the ability to gain access to a consistent supply of the feedstock at competitive prices. The
graph below shows feedstock price data for palm oil, canola oil, soybean oil and animal fat from February 2005 to May 2007, adjusted based on
assumed conversion rates to illustrate the relative feedstock price per gallon of finished biodiesel.

)
Canola oil prices are based on the monthly average of the daily low sales price for canola oil that is refined, bleached and deodorized,
or RBD, delivered at Chicago as reported by Jacobsen.
@
Palm oil prices are based on the monthly average sales price of palm oil (RBD) from the U.S. Gulf of Mexico as reported by Jacobsen.
3

Soybean oil (RBD) prices are based on the monthly average soybean oil (RBD) delivered at Central Illinois as reported by Jacobsen.
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“4)

Soybean oil (crude) prices are based on the monthly average of the daily closing sale prices of the nearby soybean oil futures contract
quoted by the Chicago Board of Trade, or CBOT.

®

Choice white grease prices are based on the monthly average sales price delivered at Chicago, Illinois as reported by Jacobsen.

The following graph shows sale price data of soybean oil and biodiesel, and the spread between monthly average soybean oil prices and
biodiesel prices, from February 2005 to May 2007.

M
Biodiesel prices are based on the monthly average of the midpoint of the high and low prices of B100 (Upper Midwest) as reported
weekly by Jacobsen.

@3]
Soybean oil (crude) prices are based on the monthly average of the daily closing sale prices of the nearby soybean oil futures contract
quoted by the CBOT, adjusted assuming approximately 7.4 pounds yields one gallon of biodiesel.

3)

Spread between biodiesel prices and soybean oil (crude) prices.

Governmental programs favoring biodiesel production and use

Biodiesel has been more expensive to produce than petroleum diesel fuel and as a result the industry depends on federal and, to a lesser
extent, state tax incentives to be price competitive. The federal biodiesel blenders' tax credit provides for a $1.00 tax credit per B100 gallon for
biodiesel made from virgin oil derived from agricultural products, such as soybean oil and virgin animal fats, and a $0.50 tax credit per B100
gallon for biodiesel made from non-virgin, or recycled, agricultural products and animal fats. The federal blenders' tax credit is paid in cash to
the first blender of biodiesel with petroleum-based diesel fuel at a minimum blenders' rate of one tenth of 1% of diesel fuel. This tax credit
became available in January 2005. It was originally scheduled to expire in 2006 and has since been extended through December 31, 2008. In
2006, as a result of the federal blenders' tax credit and other tax credits, we recognized revenues totaling $8.9 million. The elimination or
substantial reduction of the amount of the blenders' tax credit would significantly harm our results of operations and financial condition.
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In 2006, approximately 77% of our sales of biodiesel produced at our Ralston facility were of B99.9, which we refer to as B99, where we
blend biodiesel with a small amount of petroleum-based diesel fuel and we receive the blenders' credit. The remaining 23% of our sales of
biodiesel in 2006 were of B100, where the blenders' tax credit was claimed by others in the chain of distribution. In 2005, essentially all of our
sales of biodiesel were B100. For gallons that we produce, revenues are substantially the same whether we sell B100 or B99, because the sale
price of B100 reflects the opportunity to obtain the blenders' tax credit. Where we purchase B99 from third parties for resale, we do not receive a
blenders' credit. As a result, revenue per gallon is significantly affected by the proportion of B99 that we acquire for resale. In 2005, 1% of the
gallons we purchased from PCNA were B99, while in 2006 76% were B99, resulting in lower average revenue per gallon.

Prior to the blenders' tax credit, we relied on payments from the Commodity Credit Corporation, or CCC, Bioenergy Program of the U.S.
Department of Agriculture to help offset our biodiesel production costs. The CCC incentive program made payments to producers of biofuels for
increases in their production, including new production, of biodiesel, ethanol or other biofuels. Under the program, the CCC reimbursed
producers of biodiesel for approximately 40% of the cost of soybeans used to produce the expanded biodiesel production at the local posted
soybean market price. Quarterly production was compared to the previous year quarterly production to determine the increased gallons of
biodiesel that qualify for the program subject to maximum payments of $7.5 million per fiscal year. The CCC program expired in June 2006. As
a result of the CCC program, we received cash payments totaling $6.9 million, $6.4 million, and less than $0.1 million, for the years ended
December 31, 2004, 2005 and 2006, respectively.

In addition, demand for biodiesel is being driven by environmental laws and regulations encouraging or requiring the use of renewable
fuels. For example, the Federal Energy Policy Act of 2005 mandates that refineries, blenders and importers of petroleum-based fuels use
specified amounts of renewable fuels. Also, environmental regulations limiting the sulfur content of diesel fuel have led to increased use of
biodiesel as a blend to restore the necessary lubricity that is lost when petroleum-based diesel fuel is desulfurized. For further information, see
the discussion under "Industry Overview-Governmental Incentives for Biodiesel Production and Use."

Components of Revenues and Expenses

We derive revenues in our Biodiesel segment from the following sources:

sales of biodiesel produced at our wholly-owned facilities, currently consisting of our Ralston, Iowa facility, including
transportation, storage and insurance costs to the extent paid for by our customers;

resales of finished biodiesel acquired under our agreement with PCNA or from others;

sales of glycerin, a co-product of the biodiesel production process;

incentive payments from federal and state governments, including the federal biodiesel blenders' tax credit, which we
receive directly when we sell our biodiesel in blended form, primarily as B99, rather than in pure form or B100; and

We derive revenues in our Services segment from the following sources:

amounts received from third parties for services performed by us in our role as general contractor and construction manager
for biodiesel production facilities; and

fees received from member-owned facilities in our network for operations management services that we provide for
biodiesel production facilities, typically based on production rates and profitability of the member-owned facility.
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Cost of goods sold for our Biodiesel segment include:

with respect to our wholly-owned production facility, expenses incurred for feedstocks, methanol catalyst and hydrochloric
acid used in the production process, utilities, depreciation, salaries and other indirect expenses related to the production
process, and, when required by our customers, transportation, storage and insurance;

changes during the applicable accounting period in the market value of derivative and hedging instruments, such as
exchange traded contracts, related to feedstocks and commodity fuel products; and

the purchase price of finished biodiesel acquired from third parties, to date primarily PCNA, and on the spot market, and
related expenses for transportation, storage, insurance and labor and other indirect expenses.

Cost of goods sold for our Services segment include:

for our construction management services activities, primarily our payments to subcontractors constructing the production
facility and providing the biodiesel processing equipment, and, to a much lesser extent, salaries and related expenses for our
employees involved in the construction process; and

for our facility management and operations activities, primarily salary expenses for two on-site management employees at
each facility and others who provide procurement, marketing and various administrative functions.

Selling, general and administrative expense consists of expenses generally involving corporate overhead functions, including payments
under our administrative services and asset use agreements with West Central, which provides us with office space and services in the areas of
data processing, accounting, environmental health and safety. See "Certain Relationships and Related Party Transactions Commercial
Transactions West Central Cooperative" for a discussion of these agreements.

Equity Accounting

We use the equity method of accounting is used to account for the operating results of entities over which we have significant influence.
We use the equity method to account for our minority equity interests in three companies as a result of our significant operational influence due
to our management of the member-owned biodiesel operations and the participation of one of our employees on each member-owned facility's
board of directors. These entities include the owner of a biodiesel production facility located in Glennville, Minnesota that commenced
operations in August 2005 and in which we hold a 10% equity interest and the owner of a biodiesel production facility located in Wall Lake,
Iowa that commenced operations in May 2006 and in which we hold a 2% equity interest. We expect to use the equity method to account for our
equity interests in all entities with which we execute a MOSA and have board participation. Under the equity method, we recognize our
proportionate share of the net income (loss) of each entity in the line item "Income from equity method investees."

Risk Management

As noted above, the profitability of the biodiesel production business largely depends on the spread between prices for feedstocks and for
biodiesel fuel. We actively monitor these risks and attempt to manage a portion of them. However, the extent to which we engage in these risk
management strategies varies substantially from time to time, depending on market conditions and other factors. Adverse price movements for
these commodity products directly affects the operating results in our Biodiesel segment. As we expand our wholly-owned production capacity,
our exposure to these risks
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will increase. We have extensive experience in managing risks related to biodiesel production. We also receive input from others with risk
management expertise and utilize research conducted by outside firms to provide additional market information in forming our risk management
strategies.

We manage feedstock supply risks related to biodiesel production through long-term supply contracts with soybean processors. All of the
feedstock requirements for our Ralston, lowa facility are supplied under a three year agreement with West Central. We have also entered into
feedstock supply agreements with Bunge for the facilities we are constructing in New Orleans, Louisiana and Emporia, Kansas, and we expect
that committed amounts under these agreements will satisfy approximately 60% of our feedstock requirements at these facilities when they
become fully operational. The purchase price for soybean oil under all of these agreements is indexed to prevailing market prices with a
substantial percentage being purchased at a fixed spread, or basis, from the prevailing CBOT prices. We have utilized futures contracts and
options to hedge, or lock in, the cost of portions of our future soybean oil requirements generally for varying periods up to one year. In addition,
we consult with PCNA on risk management strategies, which may affect the prices we pay for product purchased from them or the profits we
share on biodiesel sales.

Our ability to mitigate our risk of falling biodiesel prices is more limited. We have entered into forward contracts to supply biodiesel.
However, pricing under these forward sales contracts generally has been indexed to prevailing market prices, as fixed price contracts for long
periods on acceptable terms have generally not been available. There is no established market for biodiesel futures. Our efforts to hedge against
falling biodiesel prices, which have been relatively limited to date, generally involve entering into futures contracts and options on other
commodity products, such as diesel fuel and heating oil. However, these products do not always experience the same price movements as
biodiesel. Changes in the value of these futures or options instruments are recognized in current income.

Our hedging activities were more substantial in 2006, as we took advantage of the opportunity to purchase feedstock at the lower soybean
oil prices during this period. Our hedging activities have been limited so far in 2007 as a result of higher soybean oil prices. In 2006 and the first
quarter of 2007, our recognized gains on soybean oil and commodity fuel futures contracts and options reduced our costs of goods sold by
$2.9 million and $0.3 million, respectively. See "Critical Accounting Policies-Derivative Instruments and Hedging Activities."

We also advise member-owners in our network regarding risk mitigation and hedging strategies, although executed transactions are effected
solely for the account of the member.

Critical Accounting Policies

Our discussion and analysis of our financial condition and results of operations are based upon our financial statements, which have been
prepared in accordance with accounting principles generally accepted in the U.S. The preparation of these financial statements requires us to
make estimates and judgments that affect the reported amount of assets, liabilities, revenues and expenses and related disclosure of contingent
assets and liabilities. We evaluate our estimates on an ongoing basis. We base our estimates on historical experience and on various other
assumptions that we believe to be reasonable under the circumstances, the results of which form the basis for making the judgments we make
about the carrying values of assets and liabilities that are not readily apparent from other sources. Because these estimates can vary depending on
the situation, actual results may differ from the estimates.
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We believe the following critical accounting policies affect our more significant judgments used in the preparation of our consolidated
financial statements and our consolidated financial statements:

Revenue recognition. Revenue is recognized only when persuasive evidence of an arrangement exists, title and the risk and rewards of
ownership have passed to the customer and the price is fixed and determinable, and collectibility is reasonably assured. We participate in certain
biodiesel transactions where revenue is reported based on the net amount retained from the transaction. As outlined in EITF 99-19, Reporting
Revenues Gross as a Principal or Net as an Agent, we report revenues on a net basis when we act as an agent, do not take title to inventory or do
not assume risks and rewards typically associated with ownership. The decision to report revenue from a transaction on a net basis is a matter of
judgment that depends an analysis of the underlying facts and circumstances.

We manage the construction of and act as the general contractor for biodiesel plants for third parties under long-term contracts. Revenue
from these contracts is recognized on the percentage of completion basis when the outcome of the contract can be estimated reliably. The
percentage of completion method relies on estimates of total expected contract revenue and costs, as well as the dependable measurement of the
progress made towards completing the particular project. Recognized revenues and profit are subject to revisions during the project in the event
that the assumptions regarding the overall project outcome are revised. The cumulative impact of a revision in estimates is recorded in the period
such revisions become likely and estimable.

Our current revenue and profit estimates for projects may change due to the early stage of a long-term contract, new technology, changes in
the project scope, changes in costs, changes in timing, changes in third party customer's plans and other corresponding factors.

Goodwill asset valuation. While goodwill is not amortized, it is subject to periodic reviews for impairment. As required by Statement of

Financial Accounting Standard, or SFAS 142, Goodwill and Other Intangible Assets, we will review the carrying value of goodwill for
impairment at least annually (initial evaluation date as of July 31, 2007). The analyses will be based on a comparison of the carrying value of the
reporting unit to its fair value, determined utilizing a discounted cash flow methodology. Additionally, we review the carrying value of goodwill
whenever events or changes in business circumstances indicate that the carrying value of the assets may not be recoverable. Changes in
estimates of future cash flows caused by items such as unforeseen events or sustained unfavorable changes in market conditions could negatively
affect the fair value of the reporting unit's goodwill asset and result in an impairment charge. We do not expect recent economic conditions to
prevail on a sustained basis. We cannot predict the occurrence of events that might adversely affect the fair value of the reporting unit and
associated goodwill, which totaled approximately $16.1 million at December 31, 2006.

Income taxes. We utilize the asset and liability method of accounting for deferred income taxes, which requires that deferred tax assets
and liabilities be recorded to reflect the future tax consequences of temporary timing differences between the tax and financial statement basis of
assets and liabilities. At December 31, 2006, we had net deferred income tax liabilities of approximately $0.1 million. Annually, any deferred
tax asset is reviewed to determine the probability of realizing the asset. If it is determined unlikely that the asset will be fully realized in the
future, a valuation allowance is established against the asset. We believe there is a reasonable basis in the tax law for all of the positions we take
on the various federal and state tax returns we file. However, in recognition of the fact that various taxing authorities may not agree with our
position on certain issues, we expect to establish and maintain tax reserves. As of December 31, 2006 no reserves have been recorded.

Stock based compensation. 'We maintain a stock-based compensation program for employees and directors under the REG 2006 Stock
Option Plan, or the Plan. The Plan was approved by the Board of Directors on July 31, 2006. We account for the plan according to the
requirements of SFAS 123R,
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Share Based Payment (SFAS 123R), and use the Black-Scholes' option pricing model to determine the fair value of the stock-based awards. If
any of the assumptions under the Black-Scholes option pricing model change significantly, stock-based compensation expense, from additional
grants, may differ materially in the future from that recorded in the current period.

The calculation of stock-based compensation expense involves complex and subjective assumptions, including our stock price volatility,
expected term of the option grant, dividend yield and the applicable risk-free interest rate. For purposes of the calculation for the period ending
December 31, 2006, the expected stock-price volatility used was based on the average historical volatility rate for publicly traded companies that
are engaged in similar alternative fuel activities, a comparison that we deemed reasonable. The expected term of the options represents the
estimated period of time until exercise and is based on the simplified method prescribed in the SEC's Staff Accounting Bulletin No. 107.

Share-Based Payment, which is the average of the vesting and the contractual life of the option. Based on our limited operating history,
management considers the option term, as calculated in accordance with SFAS 123R, as reasonable and expects to update such expected term
upon the development of actual historical results. The fair value of the common stock was based on the third party transaction with our common
stock in connection with our acquisition of certain assets and liabilities of an operating division of West Central and of InterWest, L.C. at the
time of our formation. We have not paid dividends on our common stock and we do not expect to pay dividends during the option term.

Total stock-based compensation expense recorded during the year ended December 31, 2006 was $5.7 million. As of December 31, 2006,
approximately $9.0 million of unrecognized compensation expense, net of estimated forfeitures, related to stock options is expected to be
recognized over a remaining weighted-average period of 2.6 years. We intend to grant stock options in the future and, therefore, may recognize
additional compensation expense in connection with these future grants.

Derivatives instruments and hedging activities. The Financial Accounting Standards Board issued SFAS 133 Accounting for Certain
Derivative Instruments, or SEAS 133. SFAS 133 established accounting and reporting standards for derivative instruments and requires that an
entity recognize all derivatives as either assets or liabilities in the balance sheet and measure those instruments at fair value. We utilize options
and futures contracts to hedge soybean oil purchases and have designated the derivatives as non-hedge derivatives that are utilized to manage
cash flow. Unrealized gains and losses on the options and futures contracts are therefore recognized as a component of Biodiesel cost of goods
sold, and are reflected in current results of operations.

Purchase accounting. On July 31, 2006, our company was formed as a result of the contribution of certain assets and liabilities from West
Central and InterWest, L.C. The assets of West Central that were contributed to us were used in a division that was not a separate legal entity
operating within West Central. InterWest L.C., an Iowa limited liability company, was substantially wholly owned by West Central. The
contributions were accounted for in accordance with SFAS 141 Business Combinations, or SFAS 141. When accounting for a transfer of assets
or exchange of shares between entities under common control, the entity that receives the net assets or the equity interests shall initially
recognize the assets and liabilities transferred at their carrying amounts in the accounts of the transferring entity at the date of transfer.

Also on July 31, 2006, we acquired certain assets and liabilities of REG, LLC, formerly Renewable Energy Group LLC, in exchange for
2,036,506 shares of our common stock. The purchase was valued based on our management's estimate of profits for currently in-process and
future biodiesel facility construction projects. Under SFAS 141 the acquired assets and liabilities of REG, LLC were recorded at their fair value
as of the acquisition date. To allocate the purchase price to the acquired assets and liabilities, we used recorded book values where appropriate,
management judgment, industry knowledge and independent valuation experts.
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Results of Operations
Three months ended March 31, 2007 and three months ended March 31, 2006
Set forth below is a summary of certain financial information for the periods indicated:

Three months ended March 31,

2006 2007

(unaudited)
(in thousands)

Revenues:
Biodiesel $ 18711  $ 21,972
Biodiesel government incentives 2,000 1,704
Total Biodiesel 20,711 23,676
Services 842 31,871
Total 21,553 55,547

Cost of goods sold:

Biodiesel 17,966 24,511

Services 581 28,970

Total 18,547 53,481

Gross profit 3,006 2,066

Selling, general and administrative expenses 899 5,114
Income (loss) from operations 2,107 (3,048)

Other income (expense), net:

Interest expense (110) (50)
Interest income 573
Income from equity method investees 87
Total (110) 610

Income (loss) before income taxes 1,997 (2,438)
Income tax benefit 873

Net income (loss) $ 1,997 $ (1,565)

Revenues. Our total revenues increased $34.0 million, or 158%, to $55.5 million for the three months ended March 31, 2007 from
$21.5 million for the three months ended March 31, 2006. This increase was due to an increase in revenues from each segment, as follows:

Biodiesel. Biodiesel revenues increased $3.0 million, or 14%, to $23.7 million for the three months ended March 31, 2007,
from $20.7 million for the three months ended March 31, 2006. This increase in sales was primarily related to a 15%
increase in the number of gallons of biodiesel we sold in first quarter 2007, as compared to first quarter of 2006, due to
additional gallons we acquired from PCNA in 2007 compared to 2006, as well as an increase in the average sale price of
biodiesel consistent with overall market trends for biodiesel. This increase was partially offset by an increase in the number
of gallons of B99, versus B100, that we purchased from PCNA for resale and for which we do not receive any benefit of the
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blenders' credit.

Services. Services revenues increased $31.1 million, to $31.9 million for the three months ended March 31, 2007, from

$0.8 million for the three months ended March 31, 2006. This increase was due to the acquisition on July 31, 2006 of our
construction management services
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operations which contributed revenues of $31.5 million for the three months ended March 31, 2007, as we recognized
revenues from construction of four production facilities in Newton, lowa; Washington, Iowa; Algona, lowa; and Farley,
Iowa. Revenues generated from management services we provided to our member-owned network facilities were flat for the
first quarter of 2007 compared to the same period of 2006 on a net basis, despite the addition of one operating facility in the
first quarter of 2007, due to an offsetting decrease in the amount of revenues we received from REG, LLC in the first quarter
of 2007 compared to the first quarter of 2006.

Cost of goods sold.  Our cost of goods sold increased $34.9 million, or 188%, to $53.5 million for the three months ended March 31, 2007,
from $18.5 million for the three months ended March 31, 2006. This increase is due to an increase in the cost of goods sold from each segment,
as follows:

Biodiesel. Biodiesel costs of goods sold increased $6.5 million, or 36%, to $24.5 million for the first quarter 2007,
compared to $18.0 million for the first quarter 2006. The overall increase is attributable to supporting the increase in the
number of gallons of biodiesel sold and a significant increase in soybean oil feedstock costs for the first quarter of 2007. At
our Ralston, Iowa production facility, we experienced a 27% increase in the average cost per pound of soybean oil feedstock,
increasing production costs by approximately $0.48 per gallon of biodiesel produced. Increases in the cost of soybean oil
also affected the price of the biodiesel we purchase for resale for PCNA biodiesel, as our cost under the PCNA agreement is
tied to the facility's actual production costs. The increase in our costs of goods sold in the 2007 period was partially offset by
approximately $0.3 million in gains from our hedging activity, compared to gains of $0.5 million from hedging
arrangements in the first quarter 2006.

Services. Cost of services increased $28.4 million, to $29.0 million for the three months ended March 31, 2007, from
$0.6 million for the three months ended March 31, 2006. The acquisition of our construction management services
operations accounted for substantially all of the increase.

Selling, general and administrative expenses. Our selling, general and administrative expenses increased $4.2 million to $5.1 million for
the first quarter of 2007, compared to $0.9 million for the first quarter of 2006. Of this increase, $1.2 million was due to increased compensation
for staff to support our growth, supplement our executive team and professional staff and establish independent operations, $1.6 million was due
to professional services expenses as we engaged consultants and temporary professionals to improve accounting and financial reporting
functions in preparation for becoming a public company and $0.9 million was also attributable to stock compensation expense related to stock
options awarded to employees and non-employees in return for service pursuant to our 2006 Stock Option Plan. Because our 2006 Stock Option
Plan was not adopted until July 2006, we did not incur stock option compensation expense in the first quarter of 2006.

Other income (expense), net. Interest income was $0.6 million for the three months ended March 31, 2007, primarily due to increased
cash and short-term investments resulting primarily from the issuance of our shares of series A preferred stock. Income from equity method
investments in managed network facilities located in Glennville, Minnesota and Wall Lake, Iowa was $0.1 million for the three months ended
March 31, 2007. These investments were either owned by REG, LLC during the three months ended March 31, 2006 or were acquired by
REG, LLC subsequent to the three months ended March 31, 2006.

Income tax benefit. Income tax benefit was $0.9 million for the quarter ended March 31, 2007 compared to zero dollars for the quarter
ended March 31, 2006. The increase in income tax benefit was attributable to our recognition of an income tax benefit for the quarter ended
March 31, 2007 related to our pre-tax losses during the period that were not required or able to be recognized or allocated by our predecessors
during the comparable period in 2006.
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Fiscal year ended December 31, 2006 and fiscal year ended December 31, 2005
Set forth below is a summary of certain financial information for the periods indicated:

Year ended December 31,

2005 2006

(in thousands)

Revenues:

Biodiesel $ 77,181  $ 93,649
Biodiesel government incentives 6,418 8,915
Total Biodiesel 83,599 102,564
Services 2,696 75,465
Total 86,295 178,029

Cost of goods sold:
Biodiesel 72,591 92,423
Services 761 70,751
Total 73,352 163,174
Gross profit 12,943 14,855
Selling, general and administrative expenses 2,504 11,688
Income from operations 10,439 3,167

Other income (expense), net:

Interest expense (535) (442)
Interest income 689
Income from equity method investees 493
Total (535) 740
Income before income taxes 9,904 3,907
Income tax benefit 745
Net income $ 9,904 $ 4,652

Revenues. Our total revenues increased $91.7 million, or 106%, to $178.0 million for the year ended December 31, 2006, from
$86.3 million for the year ended December 31, 2005. This increase was due to an increase in revenues from each segment, as follows:

Biodiesel. Biodiesel revenues increased $18.9 million, or 23%, to $102.5 million for the year ended December 31, 2006,
from $83.6 million for the year ended December 31, 2005. This increase in revenues was primarily due to a 56% increase in
the number of gallons of biodiesel we sold in 2006, from 27.6 million gallons in 2005 to 43.0 million gallons in 2006, as a
result of a full year of resales of finished biodiesel acquired under our agreement with PCNA, which we entered into in the
third quarter of 2005. The increase in revenues in 2006 did not match the increase in gallons sold as a result of a significant
increase in the number of gallons of B99 we purchased from PCNA and resold relative to the number of gallons of B100 we
purchased from PCNA and resold. In 2005, substantially all of our purchases from PCNA were of B100, which carries a
higher price reflecting the opportunity for the $1.00 per gallon federal blenders' credit. In 2006, a majority of our purchases
from PCNA were of B99, and as a result our resale price does not reflect the opportunity for the blenders' credit. The
increase in biodiesel revenues was also attributable to a small increase in our average sale price of biodiesel in 2006 as
compared to 2005.
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The increase in revenue was principally offset by an increase in the number of gallons of B99 and a decrease of
approximately 7.5% in the number of gallons sold from our Ralston, Iowa facility in 2006, as compared to 2005, due to
inventory build-up later in the year.

Services. Services revenues increased $72.8 million to $75.5 million for the year ended December 31, 2006, from

$2.7 million for the year ended December 31, 2005 almost entirely as a result of construction management services, which
we acquired on July 31, 2006, related primarily to our member-owned network facilities in Newton, lowa, Washington,
Iowa, Farley, lowa and Algona, Iowa, each of which was then in the construction phase.

On a pro forma basis, our services revenue was $108.4 million for 2006 as a result of additional construction management
services provided by REG, LLC during the first seven months of 2006.

Cost of goods sold.  Our cost of goods sold increased $89.8 million, or 122%, to $163.2 million for the year ended December 31, 2006,
from $73.4 million for the year ended December 31, 2005. This increase was due to an increase in the cost of goods sold from each segment, as

follows:

Biodiesel. Biodiesel costs of goods sold increased $19.8 million, or 27%, to $92.4 million for the year ended December 31,
2006 from $72.6 million for the year ended December 31, 2005. The overall increase was primarily attributable to
supporting the approximately 56% increase in the number of gallons of biodiesel sold in 2006 from 2005. As a percentage of
Biodiesel revenues, Biodiesel costs of goods sold increased to 90% in 2006 from 87% in 2005, primarily as a result of an
approximately 10% increase in the average cost per gallon of soybean oil feedstock and, to a lesser extent, an approximately
24% increase in the amount of methanol we purchased, partially offset by higher average sales prices. Increases in the cost
of soybean oil and methanol not only directly affects our costs of goods sold for the biodiesel produced at our wholly-owned
Ralston, Iowa facility, but also the price of the biodiesel we purchase from PCNA, as our cost for biodiesel under that
agreement is tied to the facility's actual production costs. The increase in our costs of good sold was partially offset by a gain
of $2.9 million from our hedging activity in 2006 as compared to a net loss of $0.1 million from hedging activity in 2005.

Services. Cost of services increased $70.0 million to $70.8 million for the year ended December 31, 2006, from

$0.8 million for the year ended December 31, 2005. The acquisition of our construction management service contracts from
REG, LLC as of July 31, 2006, accounted for nearly the entire increase in costs of goods sold, representing payments made
to sub-contractors for costs related to new construction service contracts. Prior to our acquisition of REG, LLC, we provided
limited construction management services. The increase in cost of services revenue was also attributable to increased
services revenue derived from our member-owned network facility in Glenville, Minnesota, which was operational for a full
year and our member-owned network facility in Wall Lake, lowa, which became operational in May 2006.

Selling, general and administrative expenses. Our general and administrative expense increased $9.2 million, or 367%, to $11.7 million
for the year ended December 31, 2006, from $2.5 million for the year ended December 31, 2005. This increase was due to an increase to 51
employees on December 31, 2006 up from 22 employees on December 31, 2005, to support our growth and supplement our executive team and
professional staff as we expanded the scope of our operations and we prepared to become a publicly traded company. Stock option compensation
expense was $5.7 million in 2006. Because our 2006 Stock Option Plan was not adopted until July 2006, we did not incur stock option
compensation expense in 2005.
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Other income (expense), net. Interest expense decreased $0.1 million, or 17%, to $0.4 million for the year ended December 31, 2006 from
$0.5 million for the year ended December 31, 2005. This decrease was primarily attributable to the reduction in the principal amount outstanding
under our industrial revenue development bonds with the Iowa Finance Authority. Interest income was $0.7 million and zero dollars for the year
ended December 31, 2006 and 2005, respectively, primarily due to increased cash and short-term investments resulting primarily from the sale
of our shares of series A preferred stock. Income from equity method investments consists of our ratable share of earnings in SoyMor Biodiesel,
LLC, or SoyMor, and Western Iowa Energy, LLC. Income from equity method investments was $0.5 million for the year ended December 31,
2006 as a result of our ownership of a 5% equity interest in SoyMor and a 2% equity interest in Western Iowa Energy, LLC. There was no
income from these investments for the year ended December 31, 2005 as we had not yet acquired any equity interests.

Income tax benefit. Income tax benefit was $0.7 million for the year ended December 31, 2006 compared to zero dollars for the year
ended December 31, 2005. The increase in income tax benefit was primarily attributable to our recognition of an income tax benefit for the
period of 2006 after we commenced operations and generated pre-tax losses. We had no income tax benefit for the comparable period in 2005
because income taxes were not reflected in the consolidated financial statements for periods prior to August 1, 2006, the date we commenced
operations. See Note 2 of the Consolidated Financial Statements for additional information.

Fiscal year ended December 31, 2005 and fiscal year ended December 31, 2004

Set forth below is a summary of certain financial information for the periods indicated:

2004 2005
Revenues:

Biodiesel $ 21,219  $ 77,181
Biodiesel government incentives 6,854 6,418
Total Biodiesel 28,073 83,599
Services 413 2,696
Total 28,486 86,295

Cost of goods sold:
Biodiesel 25,250 72,591
Services 761
Total 25,250 73,352
Gross profit 3,236 12,943
Selling, general and administrative expenses 1,751 2,504
Income from operations 1,485 10,439

Other income (expense), net:
Interest expense (360) (535)
Interest income
Income from equity method investees

Total (360) (535)

Income before income taxes 1,125 $ 9,904
Income tax benefit

Net income $ 1,125  $ 9,904
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Revenues. Revenues increased $57.8 million, or 203%, to $86.3 million for the year ended December 31, 2005 from $28.5 million for the
year ended December 31, 2004. This increase was due to an increase in revenues from each segment, as follows:

Biodiesel. Biodiesel revenues increased $55.5 million, or 198%, to $83.6 million for the year ended December 31, 2005,
from $28.1 million for the year ended December 31, 2004. This increase was primarily attributable to a 205% increase in
gallons of biodiesel sold, from 9.1 million gallons in 2004 to 27.6 million gallons in 2005. The increase in gallons sold was
primarily due to 16.0 million gallons of biodiesel product purchased under the PCNA agreement, which became effective in
the third quarter of 2005. Sales of biodiesel produced by our Ralston facility increased 2.8 million gallons to 11.6 million
gallons, primarily as a result of increasing our distribution capabilities by adding several terminals, and to a lesser extent,
selling inventory that was produced in 2004 and slightly increasing production in 2005. The increase in biodiesel revenues
was also attributable to a 27% increase in our average sale price per gallon of B100 in 2005, as compared to 2004.

Services. Services revenues increased $2.3 million, or 553%, to $2.7 million for the year ended December 31, 2005 from
$0.4 million for the year ended December 31, 2004. This increase was attributable to revenues related to facilities
management services provided to our first member-owned network facility in Glennville, Minnesota that became operational
in August 2005.

Cost of goods sold.  Costs of goods sold increased $48.1 million, or 191%, to $73.4 million for the year ended December 31, 2005 from
$25.3 million for the year ended December 31, 2004. This increase is due to an increase in cost of goods sold from each segment, as follows:

Biodiesel. Biodiesel costs of goods sold increased $47.3 million, or 187%, to $72.6 million for the year ended

December 31, 2005, from $25.3 million for the year ended December 31, 2004. This overall increase was primarily
attributable to purchases of the approximately 16.0 million gallons we obtained under the PCNA agreement, which became
effective in the third quarter of 2005 and for which there was no corresponding cost in 2004. As a percentage of Biodiesel
revenues, Biodiesel costs of goods sold decreased to 87% in 2005 from 90% in 2004, primarily related to an approximately
21% decrease in the average cost per gallon of soybean oil feedstock.

Services. Costs of services were $0.8 million for the year ended December 31, 2005 and zero dollars for the year ended
December 31, 2004. This increase was due to costs associated with our construction management services provided to our
first member-owned network facility in Glenville, Minnesota in 2005.

Selling, general and administrative expenses. General and administrative expense increased $0.7 million, or 38%, to $2.5 million for the
year ended December 31, 2005 from $1.8 million for the year ended December 31, 2004. This increase is primarily attributable to an increase in
headcount to 22 employees on December 31, 2005 up from 15 employees on December 31, 2004 and, to a lesser extent, as a result of our
increased sales volume in connection with our entry into our agreement with PCNA and overall business growth.

Other income (expense), net. Interest expense increased $0.1 million, or 49%, to $0.5 million for the year ended December 31, 2005 from
$0.4 million for the year ended December 31, 2004. This increase was due to interest paid on our industrial revenue development bonds with the
Iowa Finance Authority.
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Seasonality

Our operating results in our Biodiesel segment are influenced by seasonal fluctuations in the price of the primary input, feedstocks, and the
price of our primary product, biodiesel. In recent years, the spot price for soybean oil, historically our primary feedstock, has decreased during
the late summer and early fall harvest season and increased during the early spring and the late fall and winter months. Our sales of biodiesel
tend to rise during the spring planting season, from April to June, and rise again during the fall harvest season, from August to September, due to
increased demand by the agricultural industry. Our sales tend to be lower during the winter season due to colder weather and the decrease in
agricultural activities in the states where our biodiesel sales are currently concentrated during this period. As our sales increase in the Southern
and Western states, we expect less fluctuation in our operating results. In the near term, however, as a result of seasonal fluctuations, we believe
comparisons of operations between consecutive quarters may not be as meaningful as comparisons between longer reporting periods or the same
period in previous years. To date, our operating results in our Services segment have not shown significant seasonal fluctuations.

Liquidity and Capital Resources

Sources of liquidity. Since our inception, our operations have been financed through cash flow from operations and the sale of our capital
stock. Through March 31, 2007, we had received cash proceeds of $77.5 million from private sales of series A preferred stock and common
stock. At March 31, 2007, we had total cash and cash equivalents of $33.0 million, compared to $53.7 million at December 31, 2006. At
March 31, 2007 and December 31, 2006, we had $3.0 million principal amount of debt relating to bonds issued in connection with the
construction of our Ralston, Iowa facility. In June 2007, we privately sold 526,315 shares of series A preferred stock and, in July 2007, we
privately sold 1,999,998 shares of series B preferred stock for aggregate net proceeds of approximately $26.7 million in cash.

Cash flows. The following table presents information regarding our cash flows and cash and cash equivalents for the years ended
December 31, 2004, 2005, and 2006 and for the quarters ended March 31, 2006 and 2007:

Three Months
Year Ended December 31, March 31,
2004 2005 2006 2006 2007

(in thousands)

Net cash flows from operating activities $ (2,784) $ 6425 $ (5,358) $ 1,460 $ (16,239)

Net cash flows from investing activities (815) (316) (6,085) (3,586)
Net cash flows from financing activities 3,714 (5,389) 63,920 (1,457) (837)
Net change in cash and cash equivalents 115 720 52,477 3 (20,662)
Cash and cash equivalents, end of period 501 1,221 53,698 1,224 33,036

Operating activities. Net cash used in operating activities for the three months ended March 31, 2007 was $16.2 million, compared to net
cash provided by operating activities of $1.5 million for the quarter ended March 31, 2006. The decrease in net cash was primarily due to a
$22.9 million increase in accounts receivable and a $3.3 million increase in inventory, partially offset by the payment of the receivable from
REG, LLC of $8.8 million. We also increased selling, general and administrative expenses by $4.2 million during the first quarter of 2007,
reflecting the increased expenses associated with operating separate from our predecessors, as compared to the prior period, as well as the
continuing expansion of our staff. We expect to experience significant growth in our operating expenses for the foreseeable future as we execute
our business plan and begin the significant expansion of our wholly-owned production capacity. As a result, we anticipate that these operating
expenses, as well as planned capital expenditures, will constitute a material use of our cash resources.
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Net cash used in operating activities for the years ended December 31, 2006 and 2004 was $5.4 million and $2.8 million, respectively, and
net cash provided by operating activities for the year ended December 31, 2005 was $6.4 million. The decrease in our cash flow from operations
for 2006 compared to 2005 was primarily due to an increase in operating expenses as a result of commencement of our operations separate from
our predecessors, particularly general and administrative expenses, and increases in inventory of $14.6 million and accounts receivable of
$25.9 million. These increases were partially offset by an increase in accounts payable of $30.3 million. Accounts receivable increased
$25.9 million, $2.0 million and $1.2 million in 2006, 2005, and 2004, respectively. Accounts payable increased $30.3 million and $10.3 million
in 2006 and 2004, respectively, and decreased $7.7 million in 2005. Increases in accounts receivable and accounts payable are related primarily
to billings for construction management services contracts acquired from REG, LLC and, to a lesser extent, increases in biodiesel production
volumes under our PCNA agreement.

Investing activities. Our investing activities primarily relate to our purchase of equity interests in member-owned network facilities and
purchases of property and equipment to contribute to the increase of our own production capacity. Net cash used in investing activities for the
three months ended March 31, 2007 was $3.6 million representing purchase of property and equipment. There were no investing activities
during the three months ended March 31, 2006. Net cash used in investing activities for the years ended December 31, 2006, 2005 and 2004
were $6.1 million, $0.3 million and $0.8 million, respectively. The increase in net cash used in investing activities in 2006 from 2005 and 2004
represents the purchase in 2006 of property, plant and equipment of $5.0 million and equity investments in two member-owned network
facilities. In 2005 and 2004, we made no equity investments and purchased $0.3 and $0.8 in purchases of property, plant and equipment,
respectively. We expect net cash used in investing activities will increase substantially as we begin the significant expansion of our
wholly-owned production capacity over the next two years and we complete our purchase of equity interests in member-owned network
facilities as these facilities are completed, as further discussed under the heading "Equity Accounting" above.

Financing activities. 'Through March 31, 2007, financing activities have consisted primarily of the sale of our series A preferred stock and
common stock, net members' investment and advances (distributions), which refers to cash payments from (and to) West Central prior to our
formation, and maturities of our bond financing. Net cash used in financing activities for the three months ended March 31, 2007 was
$0.8 million, which represents expenses we incurred in connection with potential debt financings and our public offering. Net cash used in
financing activities for the three months ended March 31, 2006 was $1.5 million, consisting entirely of net members' distributions. Net cash
provided by financing activities was $63.9 and $3.7 million in 2006 and 2004, respectively, and net cash used by financing activities was
$5.4 million in 2005. In 2006, cash provided by financing activities related primarily to the sale of series A preferred stock and common stock,
partially offset by net members' distributions, costs of our financing activities and maturities of debt obligations. In 2005, cash used by financing
activities consisted solely of net members' distributions and maturities of debt obligations. In 2004, cash was provided by net members'
investment and advances, partially offset by maturities of debt obligations.

Capital expenditures. We have plans to make significant capital expenditures in 2007 and 2008 in order to expand our wholly-owned
biodiesel production capacity. We recently commenced construction of two facilities, one in New Orleans, Louisiana and one in Emporia,
Kansas, with aggregate production capacity of 120 mmgy. We do not intend to use any of the proceeds from this offering to finance the
construction of the New Orlea