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The Danish Energy Authority’s comments on the Commission’s consultation on Biofuels
issuesin the new legislation on the promotion of renewable energy

Question 1.1:
Do you think the " possible way forward" described aboveisfeasible?

Question 1.2
What do you think the administrative burden of an approach likethe" possible way
forward" would be? (If possible, please quantify your answer.)

Question 1.3

Please give your general commentson the" possible way forward", and on how it could
beimplemented. Doesit give an adequate level of assurance that biofuelswill be sustain-
ably produced?

If you think the problem should be tackled in a different way, please say how, giving
details of the proceduresthat would be used.

Answer to question 1.1

A biofuels certification scheme can help promote the most sustainable biofuel technologiesin
terms of energy accounting, biodiversity and socia circumstances. The Commission’sinten-
tion to table a proposal on this later in the year istherefore a very positive step.

Any certification scheme should be a simple scheme with the focus on a major environmental
impact at low cost. General instruments are the most cost-effective basis. If external factors
can be sufficiently internalised in market prices through suitable quotas, taxes and general
rules then the markets themselves can be expected to promote acceptabl e biofuels.

One should therefore ask to what extent the need for special certification of liquid biofuels for
transport purposes springs from shortcomings in the general environmental rules governing
production in agriculture, forestry, the processing industry, etc., which could be better reme-
died using general instruments rather than introducing a certification scheme.

One of the problems may be to ensure that the same requirements are genuinely set on the
sustainability of biofuels or raw biomass imported into the EU as are set on what is produced
inthe EU. An international certification scheme may be needed to adequately guarantee that.

Developing certification systems and criteria takes time and we therefore welcome the fact
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that the Commission is proposing a simple system based on environmental sustainability. The
introduction of a certification system is urgent given the high speed of developmentsin the
biofuels sector. At the same time analyses can be started up to permit the later inclusion of
further aspects. The certification system should deal with parameters that are not covered by
other general instruments and the basis should as far as possible be aggregated variables
rather than detailed rules. For example, the impact on food prices can be a parameter for the
inclusion of social sustainability. Similarly, the monitoring of agricultural land use should be
based on macro analyses rather than inspection of individual areas.

Answer to 1.2

There are bound to be administrative burdens regardless of how a certification system is set
up. Thisisdifficult to quantify whileit is still unclear what kind of control and verification
requirements there will be. It isimportant to guarantee a scheme that is transparent for busi-
nesses, which means, for instance, that the certification system should not include aspects that
could just as easily be regulated by other means, see above. There is not much Danish experi-
ence with the certification of agricultural products.

Answer to 1.3

The method described is an initial step towards a simple method which can be continually
improved and extended. Criterion 1 should cover al greenhouse gas emissions, not just CO,
emissions.

The proposed target for reducing greenhouse gas emissions by replacing conventional gaso-
line/diesel with biofuel is definitely felt to be too low (10%) given the typical replacement
rate, which the Commission estimates at ca. 30-50% for the cheapest EU-produced first-
generation biofuels, and a replacement rate of ca. 90% for imported bioethanol produced from
sugar cane and future second-generation fuels. The environmental purpose of using biofuelsis
to reduce greenhouse gas emissions by the transport sector. The Commission should also con-
sider the possibility of gradually adjusting the target so as to promote the devel opment and
cost-effective use of new, more efficient technologies.

A prerequisite for a certification system is that there is agreement on a common method for
calculating greenhouse gas emission savings from the use of biofuels.

Another aspect which it isimportant to include is energy efficiency. A lot of energy iscon-
sumed in converting biomass into biofuel using current biofuel production methods, plus
there is the energy consumed in growing the crops. Even if the biofuels produced using CO,-
neutral energy, e.g. biomass, show a handsome reduction in greenhouse gas emission com-
pared to other biofuels, this does not mean that energy consumption islow. There will there-
fore be a need to evaluate the overall energy efficiency in the future, because biomass for en-
ergy isalimited resource.

! Review of economic and environmental data for the biofuels progress report, 5389/07 ADD 1, Brussels,
16 January 2007.
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Question 1.4

Carbon stock differences between land uses would be taken into account under criterion
2. Should they also be taken into account under criterion 1? If so, what method should
be used to deter mine how the land in question would have been used if it had not been
used to produceraw material for biofuels?

Question 1.5

Asdescribed in the " possible way forward", criterion 3 focuses on land uses associated
with exceptional biodiversity. Should the criterion be extended to apply to land that is
adjacent to land uses associated with exceptional biodiversity? If so, why? How could
thisland be defined?

Question 1.6
How could the term " exceptional biodiversity” (in criterion 3) be defined in a way that
is scientifically based, transpar ent and non-discriminatory?

Answer to 1.4

Carbon storage in the ground and forests is an important parameter in recording greenhouse
gas emissions. However, that does not mean that a certification system has to contain a de-
tailed verifcation of the use and monitoring of all the EU’ sland. For EU-internal production
in any case the question is whether a certification system is the correct instrument for a de-
tailed regulation of land use for different purposes. We should try to find a simple system
which is capable of monitoring and verifying production outside the EU.

Answer to 1.5 and 1.6

Biodiversity is an important criterion in a certification scheme. At the 2002 UN World Sum-
mit in Johannesburg a resolution was adopted aaimed at achieving a substantial reduction in
the loss of biodiversity by 2010.

Protecting land with a high asset value, which is characterised by extensive farming practices,
isakey element in achieving the target in 2010 but this also appliesto cultivated land. We
should therefore ensure that agricultural and forestry land in the broad sense does not experi-
ence areduction in biodiversity as aresult of an increase in biomass production. This should
be based as far as possible on a macro-analysis of impacts.

Question 2.1:
Please give your commentson the " possible way forward" described above. If you think
the problem should be tackled in a different way, please say how.

Question 2.2
Do you think it ispossible to link indirect land use effects to individual consignments of
biofuel? If so, please say how.

Answer to 2.1
The described, more general monitoring of the evolution of agricultural land useisagood
solution since it is definitely a difficult problem to tackle.
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Answer to 2.2

No, it isvery difficult to imagine how indirect effects can sensibly be included directly ina
certification system. We should try to take account of indirect effects viathe general monitor-
ing of land use evolution and regul ate them via other environmental measures.

Question 3.1:
How should second-gener ation biofuels be defined? Should the definition be based on:

a) the type of raw materials from which biofuels are made (for example, " biofuel from
cellulosic material™)?

b) the type of technology used to produce the biofudl (for example, " biofuels produced
using a production technique that is capable of handling cellulosic material™)?

c) other criteria (please give details)?

Answer
On the whole it is appropriate to promote biofuels using the desired general characteristics
and not detailed production-method specifications.

The decisive factor isto what extent biofuels, in technological terms, have been devel oped
sufficiently to be nationally competitive and environmentally sustainable, i.e. contribute to
reducing greenhouse gas emissions and be sustainable as regards energy accounting, biodiver-
sity and social circumstances. In contrast, whether the specific production method can be de-
scribed asfirst- or second-generation technology is less important.

Also, thereis no sharp distinction between first and second generation technologies. An ex-
ample can be taken from the most advanced Danish trials on producing bioethanol from straw
in DONG Energy’sIBUS plant. DONG Energy apparently envisages the future industrial -
scale production of bioethanol from straw as being integrated with bioethanol production
from wheat germ since the production lines can come together, e.g. at the distillation stage, so
that the end-product is an inseparable mixture of straw- and wheat-ethanol. The integration
can be done, for instance, to minimise costs in collecting the biomass and to gain economies
of scalein the production process.

It is generally true that when biofuel isfirst produced it isin practice very difficult to deter-
mineits origin. Large bioethanol storage tanks can be expected to contain bioethanol of vary-
ing origin.

Some technologies, including gasification, can without problem use the whole grain, e.g.
whole maize plants, or special energy crops on asingle production line.

Definition (b) isthe most relevant in the sense that the decisive feature is that second genera-
tion technology extends the potential biomass base to cover cellulosic material. But the defini-
tion cannot always be used in practice to assess whether a given quantity of biofuel should be
characterised asfirst or second generation.
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Question 3.2:
Please give your comments on the " possible way forward" described above. If you think
the problem should be tackled in a different way, please say how.

Question 3.3
Should second-gener ation biofuels only be able to benefit from these advantagesif they
also achieve a defined level of greenhouse gas savings?

Answer:
We can envisage a number of problemsin granting specia aid for the use of second-
generation biofuels.

First, it isnot possible in practice to make a clear distinction between first and second genera-
tion biofuels, see the answer to question 3.1. Second, a given political objective can usualy
be promoted most cost-effectively via general instruments designed in relation to the objec-
tive.

The political desire in the EU to replace a certain amount of conventional gasoline/diesel in
the transport sector with biofuels, which istypically justified by the increase in energy secu-
rity, CO, reduction and the promotion of rural development, can, for instance, be satisfied by
ageneral order to the oil companies that biofuels must make up a certain percentage of sales,
after which it can be | eft to the oil companies themselves to decide the cheapest way they can
satisfy that requirement in terms of the choice of fuels, the blending percentages, regional
variations, etc.

If the oil companies are told to sell more biofuel than can be used in existing vehicles without
technical and environmental problems costs are liable to rise substantially.

A set of suitably general rules on greenhouse gas emissions with quotas, taxes, etc., can en-
sure that the oil companies take the necessary account of the CO, impact. The general envi-
ronmental rules, see the answer to questions 1-2, can ensure that poorer solutionsin environ-
mental terms are discouraged a priori or wholly ruled out.

If thereis apolitical desire to promote specia production methods thought should be given to
whether this can be done most effectively by direct support to research, devel opment and de-
monstration projects for the technologies. Or the support could be linked to the effect, in par-
ticular the replacement of greenhouse gases, rather than specific production technologies.

Question 4.1:
Should the legislation include measuresto ensure that diesel containing 10% biodiesel
(by volume) can be placed on the market, and isin fact placed on the market?

Answer:

In general terms, opportunities to use larger quantities of biofuel can be promoted by imple-
menting EU-wide rules and standards allowing biofuels to be added to conventional gaso-
line/diesel at the highest percentages possible without causing technical problems in respect
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of use in existing cars without modifying them, and without this being at the expense of es-
sential environmental considerations. This must depend on a precise technical assessment of
where the upper limit lies. The Commission is asked to ensure that this assessment is carried
out with the necessary thoroughness.

If the compulsory sale of diesel with a specific amount of biodiesel isforced through this will
be at the expense of cost-effectiveness by comparison with a solution in which it isleft up to
the oil companiesto decide how to comply with a specific requirement on the sale of biofuels,
cf. the answer to questions 3.2-3.3.

Question 4.2:
Should the legislation include measur esto encour age the use of ethanol and biodiesel in
high blends? If so, what?

Question 4.3:
Should thelegislation include measur es to encour age the use of biomethane, methanol
and DME in transport? If so, what?

Answer:

The Commission should try to draw up common European rules, norms and standards both
for vehicles and for fuels which ensure that special biofuels can only be used at high percent-
agesin special vehiclesin away that essentially complies with the same environmental and
technical requirements as apply to fossil fuels and normal vehicles.

Aswe have already mentioned, special technologies can be promoted by strengthening devel-
opment efforts.

Question 4.5:
Should the legidation ask the Commission to review, by a given date, whether it is possi-
ble to be confident that the 10% target can be achieved through:

a) rulesthat allow 10% blending by volume of ethanol in ordinary petrol, plus
b) rulesthat allow 10% blending by volume of biodiesel in ordinary diesel, plus
c¢) thefour optionslisted under 'other optionsfor solving the problem’;

If so, what should the date be?

If the review wereto concludethat thetarget isunlikely to be met, what action should
the Commission take?

Question 4.6
More generally, what role should taxation play in the promotion of biofuels (considering
different situations such aslow blends, high blends and second-gener ation biofuels)?

Answer

It isimportant to evaluate the targets set at EU level. The 10% biofuel target must be condi-
tional on the development of second-generation biofuels and on sustainable production. There
are also requirements on cost-effectiveness, cf. the conclusions of the European Council of 8-
9 March 2007.
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The legidation should therefore also contain a requirement that the Commission should per-
form amid-term evaluation, e.g. in 2015, to verify that the conditions have been fulfilled and
that the 10% target appears to be achievable in a cost-effective manner under the rules on fu-
elsand vehiclesvalid at the time.

The lowest unit costs can be realised if specific and binding targets for biofuels are restricted
to alevel than can be achieved in existing vehicles without technical or environmental prob-
lems or extraordinarily high additional costs, as also mentioned in our answer to questions 3.2
and 3.3.

The initiatives that would be taken on the basis of a mid-term evaluation in 2015 are difficult
to assess at the present time.

With regard to the addition of ETBE we must stress that for environmental reasons thisis not
adesirable course of action in Denmark. ETBE’s properties are very similar to MTBE'’s, and
even in very small quantities the latter can make drinking water undrinkable. High concentra-
tions of MTBE have been found in Denmark in the groundwater surrounding relatively old
service stations. Drinking water suppliesin Denmark are based to a very large extent on un-
treated groundwater. The Danish oil sector has therefore promised the Danish environment
minister not to add MTBE to 92 and 95 octane gasoline. The addition of ETBE would be un-
acceptable for the same reason. MTBE is only added to 98 octane gasoline, which accounts
for some 1% of total gasoline sales and is sold from specially protected service stations. Con-
siderations of clean, untreated drinking water are therefore an obstacle to the use of ETBE in
Denmark.

It should be l€eft to individual Member States to decide whether to stimulate the use of special
biofuels or blending percentages with the aid of a system of taxes.
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