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h Requirements of the German Sustainability Decree




med

Once the Sustainability Decree is implemented, it will have major

Impact on the entire biofuels market*

Biofuels will be only credited to the quota obligations and are only eligible for tax reductions if the fulfillment
of the requirements of the Sustainability Decree is proofed

Requirements on biofuels and
their production

/\

Sustainable production of the
biomass used

Requirements of a sustainable cultivation
of agricultural land

Requirements to safeguard natural
habitats

Minimum GHG reduction
potential is ensured

GHG reduction potential of at least 30%

GHG reduction potential of at least 40%
from 1.1.2011 onwards

* The Directive has been passed by Cabinet in Dezember 2007. It has been notified to the European Commission and the WTO. However, possible
regulations on the EU level (Renewable Energy Directive, Fuel Quality Directive) will have priority over the German Directive
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Good Agricultural Practice and the prescriptions of Cross Compliance are
prerequisites for a sustainable land cultivation

Good Agricultural Practice /
Cross Compliance

Similar prescription

No similar prescriptions

The requirements for a sustainable
land cultivation are fulfilled, if the
biomass is produced according to
the requirements of the Good
Agricultural practice or according to
the prescriptions of Cross
Compliance

The requirements for a sustainable
land cultivation are fulfilled in other
countries, if prescriptions like Good
Agricultural Practice or other
comparable decrees / prescription
exist, and the biomass is produced
according to these requirements

If no similar prescriptions exist, the
requirements are fulfilled if the

following requirements with impact
on global natural habits are fulfilled:

* No significant increase in emissions
of acidic, eutrophic, ozone reducing
or toxic substances

* No significant deterioration of soil
functions and soil fertility (e.g.
safeguarding organic substances,
avoiding erosion)

* No significant deterioration of water
quality and water balance

* No significant deterioration of species
and biological diversity

* Use of pesticides and fertilizers
according to environmental
requirements
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GHG emissions have to be proofed on a biomass and conversion
specific base

The default values quoted in the Sustainability Decree are not sufficient to achieve the minimum GHG savings set
(30%, 40% from 2011 onwards). Therefore, a specific proof has to be provided by the biofuels producers
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Default Values of the Decree

(will be used, if no specific proof is provided)

Ethanol Wheat
Europe

Ethanol Corn
North America

@ Direct Land Use Change

Ethanol Sugar
cane Latin
America

Ethanol Biodiesel
Sugarbeet Rapeseed
Europe Europe

W Biomass Production

6

O Conversion

30% GHG
reduction as
market en-
trance barrier

Reference value fossil diesel
¥ (86.2 kg CO,-Equivalents/GJ)

oil Southeast
Asia

O Transport

% Reference value gasoline
™ (85 kg CO,-Equivalents/GJ)

Biodiesel Soya Biodiesel Palm Biodiesel Soya
Latin America

North America
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If land use change is excluded through appropriate certification, imported
biofuels have a big advantage
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Default Values without Land Use Change

Reference value fossil diesel
(86.2 kg CO,-Equivalents/GJ)

. Reference value gasoline
(85 kg CO,-Equivalents/GJ)

— 34,3

Ethanol Wheat
Europe

25

Ethanol Corn
North America

55,5

Ethanol Sugar Ethanol
cane Latin Sugarbeet
America Europe

W Biomass Production

15,2

Biodiesel
Rapeseed
Europe

O Conversion

7

30% GHG
reduction as

14,6

Biodiesel Soya Biodiesel Palm Biodiesel Soya
Latin America oil Southeast North America
Asia

O Transport

market en-
trance barrier

40% GHG
reduction as
market en-
trance barrier
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Costs for the mineral oil industry for the abatement of 1 kg of greenhouse
gas emissions differ tremendously between biofuels

Abatement costs for 1 kg of GHG (based on biofuel production costs, incl. tariffs and transport and on default values of
the German Biomass Sustainaiblity Ordinance without land use change)*

1,76

€/kg greenhouse gas abatement

0,0 -
ethanol wheat ethanol corn  ethanol sugar  ethanol sugar  biodiesel rape  biodiesel soya biodiesel palm  biodiesel soja
Europe North America cane Latin beet Europe Europe Latin America Southeast Asia North America
America

Source: meo, based on NVO

* Rough estimates 8
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/ﬂ Implementing a global certification scheme: Pilot project overview
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The German Ministry of Agriculture and the FNR support a project to
Implement and test a global certification system for biofuels

Assignment: @ Federal Minist
ry

In October 2006, BMELV/FNR started to support a project of a consortium Efn,jF 'Eund,{sﬂlcr”;trsismn

managed by meo. A first concept was successfully developed in 2007

In February 2008, BMELV/FNR decided to support a project of a consortium
managed by med to implement and test the concept in a pilot phase i I

RONSTORE & 1

Project objectives: L

Test of a pragmatic, internationally oriented certification scheme that...

... reduces the administrative burden of certification to a minimum possible

... reduces the risk of non-sustainable production of biomass and bioenergy

... can be used as proof for GHG emissions of biofuels throughout the value chain

The project will:

.. take account of political developments concerning biomass, bioenergy and sustainability
.. seek acceptance in the different political framework conditions

.. test and analyze different chain of custody options

.. include relevant stakeholders

.. take account of existing certification schemes and activities by other countries


http://www.bmelv.de/cln_045/nn_754188/EN/00Home/EN/00Home/homepage__node.html__nnn=true
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Key features of the pilot project

Core features

Process
development to
ensure the
sustainability of
the added value
chain
considering
different chains
of custody

Specific
calculation of
GHG emissions
for the biofuels
certified
(methodology,
default values
for different
biomass,
biofuels,
regions)

Establishment
of verification
and monitoring
components
(certificates,
registration unit,
market place
for certificates,
etc.)

Development
of a meta-
system
(Harmoni-
sation of
different
certification
schemes) incl.
organisation
and processes

Development
and operationa-
lisation of crop
and region
specific
minimum
standards for
certification

Validation of the interaction of the different system components
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Crops and regions considered in the pilot phase

Soya in Brazil and
Argentina

Palm in Malaysia und

Sugar cane in Brazil .
Indonesia

Crops and regions
considered

Corn and soya in the

1 *
Wood in Europe USA*

Wheat and corn in

Europe Rape seed in Europe

Sugar beet in Europe

*: In the current project application wood in Europe as well as corn and soya in the
USA are not covered 12
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International expertise along the value chain is included in
the project team

med
NGOs/
Aariculture Trading Biofuels Mineral Oil Automotive International
g Houses Industry Industry Industry Organizations
Others
EU Malaysia Indonesia Brazil Argentina

13
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H Order and delivery process within different CoCs and meta system
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The simulation and analysis of order and delivery processes for different

biofuels and chains of custody is a first pilot task

First pilot tasks

improvement and implementation

= Simulation of the order and delivery process for different biofuels, countries and Chain of Custody systems
(e.g. book & claim, mass balance, track & trace)
= Analysis of lessons learnt, implications for other certification system elements and recommendation for

Biofuel value chain
(illustrative, as it may be different for different biofuel types and sourcing alternatives)

N Mineral oil > <
/20 industry e
L C
— r EN
I Q, A
; GEJ:
| ~74
O
'S
< c, N tj' | Relevant Blofuels for pilot phase
Q/ ationa -
\\,’ govermental B!OthanOI
body = Biodiesel
= VVegetable oil
=ETBE

v

Feedstock
producer/
plantation
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A meta certification system will be applied; example Germany
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The proposed meta system is open for direct application by producers as
well as endorsement of established certification systems

Option 1 (direct application of producers) Option 2 (endorsement of certification systems)

Meta System

Endorsement

Accreditation

Certification System
(RSPO, PEFC, GlobalGAP etc.)

Accreditation --- A
\ 4

Certifier N Certifier
(SGS, DNV, TUV etc.) (SGS, DNV, TUV etc.)
Certification l—l Certification l—‘
Producer Producer
(Farmer, plant operator etc.) Application (Farmer, plant operator etc.) Application

17
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Expected contribution and results of the pilot project

The project will lead to sustainability and greenhouse gas certification of biofuels

= Different order and delivery processes of biofuels (chain of custody systems) will be tested and
analyzed (effectiveness, efficiency, costs, pro and cons, etc.)

= Translation of sustainability criteria into real certification of biomass and biofuel production from
different feedstock and in different countries

= Establishment of a meta-system for certification
= Establishment of registry for sustainability certificates and of trading platform

» Real and credible sustainability and GHG certification of biofuels from different countries
throughout the entire value chain. Supply of sustainable biofuels

= Contribution to European and international debate on:
» biofuels sustainability
= methodology of GHG balances
= certification of biomass, biofuels and bioenergy

= Operative meta-system for the sustainability certification of biomass and bioenergy



