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EXECUTIVE SUMMARY
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UPEl and its members have embraced the
EU’s ambition to reach a climate-neutral econ-
omy by 2050, and as such are fully commit-
ted to contributing to achieving this target
through the supply of carbon-neutral fuels by
2050. In this regard, we welcome the Com-
mission’s recognition of fuel suppliers’ and
distributors needs’ for clear policy signals on
the value of sustainable renewable and low
carbon fuels, as stated in the Commission’s
Climate Target Plan and Sustainable Mobility
Strategy. Europe’s climate neutrality ambition
will need to be built on coherent, clear and
predictable regulation to allow businesses to
make the investments needed to achieve a ful-
ly sustainable transition. In its previous policy
paper “Avoiding regulatory inconsistencies in
future policy frameworks”, UPEl and its mem-
bers identified inconsistencies amongst exist-
ing legislation that hinder investment certainty
and limit the decarbonisation potential.

The EU legislative framework needs to fully
embrace the potential that sustainable re-
newable fuels can provide by setting out
a consistent regulatory environment that
equally recognises the contribution of diverse
solutions and promote them in a technology
open manner. These energies and fuels are
opposed to conventional fossil fuels, e.g. gas-
oline and diesel, that need to be replaced to
achieve carbon neutrality in across all sectors.

UPEI would like to present its paper “Solving
the fuels policy conundrum” on finding the
right balance of measures and policies in the
upcoming “Fit for 55” Package to remove
inconsistencies and build bridges between
pieces of legislation affecting the fuel sector
in particular, in order to maximise synergies
and effectively attain the intended objectives.

First, the Package will need to ensure that
any leeway provided to EU Member States to
adapt to local conditions does not inherently
lead to less consistency in the functioning EU
fuels market, hence the Commission should
develop necessary implementing legislation
and provide clear guidelines for the imple-
mentation of the Package. Moreover, UPEI
recommends that the Commission focuses
on stimulating the demand for sustainable
renewable fuels in the road transport sector.
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Second, achieving the increase of the 2030
transport target will require a complete align-
ment of legislation and maintaining existing
key principles, notably in the Renewable Ener-
gy Directive (REDII) and the Alternative Fuels
Infrastructure Directive (AFID). Many inves-
tors have already made investments based
on these principles (e.g. sustainability criteria),
and their reversal could prove highly problem-
atic for future investments. On the other hand,
certain areas in the REDII and the Fuel Quality
Directive (FQD) need to be aligned together,
i.e. by reworking the way targets and multipli-
ers are expressed.

Third, the upcoming Package needs to recog-
nise the role that renewable fuels can make in re-
ducing emissions from current and future fleets.
A consistent regulatory environment will need to
be based on aligned definitions, without putting
low carbon technologies at odds with one an-
other, but rather allowing them to compete on a
life-cycle or Well-to-Wheel basis.

Fourth, the Package needs to remove current
obstacles that limit cleaner fuels from being ful-
ly unleashed. A clear example can be seen in
the ongoing blending walls for biofuels in the
FQD, not allowing these fuels to be blended
adequately to achieve higher fuel decarbonisa-
tion. The Package should encourage the great-
er use of renewables including through manda-
tory blending rates, and lifting the food-crop
cap of the REDII when risks of Indirect Land
Use Change are low. Additionally, the success
of this framework can only happen if there is
public acceptance - this should be achieved by
addressing consumers’ misperceptions and in-
troducing favourable pricing and taxes.

Lastly, the Package will also need to recognise
that the current framework is not fit for pur-
pose in maintaining and promoting fair com-
petition between small suppliers and integrat-
ed energy companies in supplying sustainable
renewable fuels. Independent fuel suppliers
should not be required to undergo excessive
administrative burdens in light of their small
resources and be allowed to compete with re-
finers for availability of supplies of advanced
biofuels and other means of reduction their
emissions, such as credits for Upstream Emis-
sions Reductions.
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UPEI'S COMMITMENT TO
CLIMATE NEUTRALITY

UPEI and its members have embraced the Euro-
pean Union's ambition to reach a climate-neu-
tral economy by 2050. Our sector will play a
crucial role in supplying various energy vectors
and in allowing the EU to reduce emissions in
all modes of transport and buildings.

In December, the European leaders agreed to
increase European climate ambition of at least
55% emission reductions by 2030 below 1990
levels. Although the journey ahead will not be
easy, as has been recognised in the Commis-
sion’'s Communication on Climate Target Plan'
and the Strategy for Smart and Sustainable Mo-
bility?, independent fuel suppliers stand ready
to do their outmost in supporting the green
transition.

Europe’s climate neutrality ambition will need
to be built on coherent, clear and predictable
regulatory frameworks to allow businesses to
make the investments needed to achieve a fully
sustainable transition.

RECOMMENDATIONS FOR THE “FIT FOR
55" PACKAGE

In our previous policy paper “Avoiding regula-
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tory inconsistencies in future policy frameworks”,
UPEI and its members identified inconsisten-
cies amongst existing legislation that hinder in-
vestment certainty.

The fuel supply sector is currently subjected to
a number of requirements set out by different
regulations, which however aim at diverging
objectives and are materialised in different ob-
ligations.

—

— Inconsistencies can be demonstrated in
the particularly problematic relationship be-
tween the Fuel Quality Directive® (FQD) and
the Renewable Energy Directive* (REDII), the
incomplete support of carbon neutral solu-
tions under the CO2 Standards for vehicles®,
the Energy Efficiency Directive® (EED), the
Energy Taxation Directive’ (ETD), and insuffi-
cient support to the necessary diversification
of Europe’s fuel pool under the Alternative Fu-
els Infrastructure Directive® (AFID).

In parallel, while it is likely to expand the EU
Emission Trading Scheme (ETS)? to the mari-
time sector, the European Commission is also
looking at establishing an emission trading sys-
tem for buildings and road transport, which will
add another layer of complexity in the already
heavily regulated fuel sector.

UPEI believes that besides increasing the cli-
mate ambition, the upcoming “Fit for 55" Pack-
age should remove inconsistencies and build
bridges between pieces of legislation affecting
the transport sector in particular, in order to
maximise synergies and effectively attain the
intended objectives. We regret that the FQD
is not expected to be fully revised at the same
occasion, as some of the fuel quality technical
parameters currently limit the potential of sus-
tainable renewable fuels to put road transport
on the path to climate neutrality.

However, while solving major points of regu-
latory inconsistencies would allow independ-
ent fuel suppliers to more efficiently transition
towards sustainable renewable solutions, am-
bition underlying the upcoming “Fit for 55"
Package provides a significant opportunity to
greatly accelerate this path towards 2030.

EU Climate Target Plan https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52020DC0562

2 Sustainable and Smart Mobility Strategy https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A52020DC0789

3 Directive 2009/30/EC of the European Parliament and of the Council of 23 April 2009 amending Directive 98/70/EC as regards the specifi-
cation of petrol, diesel and gas-oil and introducing a mechanism to monitor and reduce greenhouse gas emissions and amending Council
Directive 1999/32/EC as regards the specification of fuel used by inland waterway vessels and repealing Directive 93/12/EEC

4 Directive (EU) 2018/2001 of the European Parliament and of the Council of 11 December 2018 on the promotion of the use of energy from
renewable sources

5 Regulation (EU) 2019/631 of the European Parliament and of the Council of 17 April 2019 setting CO2 emission performance standards for

new passenger cars and for new light commercial vehicles, and repealing Regulations (EC) No 443/2009 and (EU) No 510/2011; Regulation

(EV); Regulation (EU) 2019/1242 of the European Parliament and of the Council of 20 June 2019 setting CO2 emission performance standards

for new heavy-duty vehicles and amending Regulations (EC) No 595/2009 and (EU) 2018/956 of the European Parliament and of the Council

and Council Directive 96/53/EC

Directive (EU) 2018/2002 of the European Parliament and of the Council of 11 December 2018 amending Directive 2012/27/EU on energy efficiency

Council Directive 2003/96/EC of 27 October 2003 restructuring the Community framework for the taxation of energy products and electricity

Directive 2014/94/EU of the European Parliament and of the Council of 22 October 2014 on the deployment of alternative fuels infrastructure

ETS: Directive (EU) 2018/410 of the European Parliament and of the Council of 14 March 2018 amending Directive 2003/87/EC to enhance

cost-effective emission reductions and low-carbon investments, and Decision (EU) 2015/1814
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Future legislation needs to avoid creating new
points of regulatory inconsistency between var-
ious policy measures that seek to decarbonise
transport.

The sections below will explore the necessary
legislative and policy signals that our sector
will need in order to promote all forms of sus-
tainable renewable fuels in the future “Fit for
55" package.

. SHARED AND CLEAR
ACCOUNTABILITY

Reaching the EU’s increased target for 2030
of 55% including removals, let alone the 2050
climate neutrality goal, will require all actors to
act consistently and responsibly to permit var-
ious sectors of the economy to transition their
value chains towards carbon neutrality.

(.1 Clarify responsibilities between the EU
and Member States

EU Member States will play a crucial role in
reaching the increased target for 2030, as not
only they are the parties responsible for either
implementing or applying all parts of EU legal
framework, but they also are responsible for
putting the incentives and favourable condi-
tions in place for low and carbon neutral ener-
gies to succeed.

As such, Member States should retain flexibility
in defining their decarbonisation and fuel strat-
egies, in accordance with local conditions, in
line with the subsidiarity principle.

However, as Directives leave significant leeway
to Member States in their implementation, it
often results in considerable inconsistencies af-
fecting the smooth functioning of the internal
market. Clear examples of this can be found in
how Member States implement the ETD, and
for example optional tax reductions and ex-
emptions for specific products and uses, or the
REDII, due to the wide-ranging options in how
to implement the renewables in transport tar-
get that often lead to the fracturing of the inter-
nal market for renewable fuels'.
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— UPEI recommendations

The AFID should not impose the same
infrastructure requirements in all territo-
ries, but follow a more flexible approach
allowing to support the most suited alter-
native fuels infrastructure in accordance
with local circumstances and consumer
demand.

Provisions in the AFID, the ETD and the
REDIl should nonetheless be better
enforced, and the European Commission
should develop necessary implementing
legislation and provide clear guidelines for
implementation to guarantee a functioning
EU internal market for fuels.

.2 Clarify responsibilities among
fuel suppliers

Fuel suppliers, including the members of
UPEI", do not experience consistent treatment
in the way they are defined as responsible par-
ties for meeting legal obligations. While fuel
suppliers are generally defined as companies
that act as excise duty points, divergent imple-
mentation of the ETD has made this definition
more complex.

Furthermore, should the Commission take
this line of thinking in the revision of the
FQD, REDII, and the possible expansion of
the Emissions Trading System, this may prove
problematic. Indeed, certain companies that
act as excise duty points, in the independ-
ent sector in particular, do not have blending
facilities or have no possibility to reduce the
Greenhouse Gas (GHG) intensity of the fuels
they put into consumption, as for example
terminals, storage facilities, distributors op-
erating across borders.

The excise duty legislation should therefore
not automatically be used as a basis for the
identification of obligated parties for the pur-
pose of implementing GHG reduction or re-
newable fuels deployment targets, but rather

10 Obstacles to achieve an internal market for transportation fuels with bio-components, Rob Vierhout, MSc, July 2016

11 List of UPEI members https://www.upei.org/membership/members
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implemented only if it can guarantee that
all obligated parties have options to reduce
their emissions. If not, alternative ways to de-
fine obligated parties should be found.

— UPEI recommendations

The obligated parties for the purpose of
the FQD, REDII and most importantly the
possibly expanded ETS should be carefully
selected at national level based on the fea-
tures of the market.

UPElI members are willing to do their share to
contribute to achieving EU climate goals, by
repurposing the existing infrastructure for the
distribution, wholesale and retail, of fuels. Yet
fuel suppliers need to see holistic measures,
addressing both demand (consumers) and sup-
ply (producers) in addition to setting objectives
for the products put on the market. Supply
and demand-side measures should go hand-
in-hand, to avoid the artificial development of
a refuelling infrastructure which would not be
justified by consumer demand and enhancing
an ecological, economical and socially accept-
able transition. This is the approach that is be-
ing taken in the maritime and aviation sectors,
thanks to the so-called “basket of measures”
announced in the European Sustainable and
Smart Mobility Strategy.

— UPEI recommendations

While supply is already covered by both the
FQD and REDII, the focus in the road trans-
port should be on stimulating demand for
cleaner fuels, through the rethink of the
CO2 standards and the AFID, which should
be used to foster awareness-raising and in-
centives at Member States level for the up-
take alternative fuelled vehicles.
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2. TRANSLATING THE 553 TARGET

The Commission has made considerable steps
in outlining the direction of travel for European
sustainable mobility both via the Sustainable
and Smart Mobility Strategy and the Climate
Target Plan, providing some clarity on future
policies meant to drive the transformation of
the economy towards climate neutrality.

Reaching an increased 2030 target requires re-
adjusting legislation while respecting the conti-
nuity of recent pieces of legislation. The size of
investments into renewable and low carbon fuels
is often substantial; hence investors need to be
able to rely on the principles set by the existing
legislation to enable them to make sound busi-
ness decisions and to have investment certainty.

— UPEI recommendations

Recently agreed upon definitions, biomass
sustainability criteria, lists of feedstocks in-
cludedin the REDII, as well as the definition of
alternative fuels in the AFID, should not be re-
opened to safeguard the regulatory stability
required to attract investments into the de-
carbonisation path. The reviews should focus
on the scope and the level of the targets.

Meeting obligations set by the REDII does not
currently automatically mean achieving fuel de-
carbonisation targets of the FQD, and vice-ver-
sa. This is because the REDII sets its obligations
based on specific targets for the supply of re-
newable fuels, calculated as a percentage of
the total of energy consumed in transport of
Member States, and often translated as vol-
ume-based targets. The FQD, however, sets a
reduction objective for the GHG intensity, cal-
culated over the life-cycle, of transport fuels.

Solving the fuels policy conundrum: Recommendations for a holistic and ambitious “Fit for 55” framework



While REDII targets can also be transposed
into GHG targets, as it is the case in Germany,
it can only contribute to any FQD decarbonisa-
tion target as much as it falls within its scope,
meaning that it would only be applied to the
fuels that fall within the REDII™.

Furthermore, the way the REDII allows the use
of multipliers may lead to a situation where the
actual, physical share of renewable electricity
and sustainable biofuels remains rather limited,
and creates distortions between different solu-
tions. These multipliers are not counted under
the FQD, thus not rewarding the supply of re-
newable electricity for transport or advanced
biofuels.

— UPEI recommendations

The REDII target should be expressed in
terms of lifecycle GHG intensity, rewarding
the best performing fuels and thus match-
ing the requirements under the FQD.

The current multiplier system in REDII
should be turned into a technology open
measures, promoting the best renewable
fuels based on their lifecycle GHG foot-
print. The FQD should be aligned with the
approach adopted.

3. FUELS IN THE SCOPE OF A COHERENT
LEGISLATION

There currently are inconsistencies regarding
the types of fuels promoted as part of the en-
ergy transition and the rationale for it, as thor-
oughly explained in UPEI Inconsistencies Paper.
To sum up, the REDII promotes renewable fu-
els, the AFID promotes alternative fuels, which
comprises of renewables and non-renewables,
CO2 standards for vehicles promotes in par-
ticular certain alternative fuels having 0 emis-
sion at the tailpipe including non-renewables,
the FQD promotes fuels with a lower GHG in-
tensity over their life cycle.

To effectively reduce emissions in the shortest
delays, policies should not only address new
vehicles but also the existing fleet.

12 UPEl's Inconsistencies paper for more details
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It is all the more pressing, as the European Au-
tomobile Manufacturers Association’s recent
study on average lifetime of vehicles reveals
that EU passenger cars are now on average 11.5
years old, vans 11.6 years, trucks 13 years and
buses 11.7 years, with motor vehicle fleets get-
ting older year-on-year’®. Moreover, there are
significant average age differences in EU Mem-
ber States fleets, meaning that a broad range of
solutions that respond to the current needs of
markets in specific countries or regions will be
key to decarbonise current transport fleets.

Fortunately, the majority of low carbon and car-
bon-neutral fuels, such as advanced biofuels,
e-fuels, and to a smaller extent hydrogen, e-gas
and biogas, can be swiftly deployed thanks to
the repurposing of the existing distribution in-
frastructure to make a significant impact on de-
carbonising the current fleets.

— UPEI recommendations

Since all solutions are needed for an ef-
fective pathway towards 2030 goals and
ultimately climate neutrality in 2050, defini-
tions should be aligned and inconsistencies
should be removed, to ensure the coherent
promotion of all renewable, alternative, low
carbon and carbon neutral fuels that can
support the transition.

The review of the AFID should help pro-
mote a gradual transition, by supporting
lower emitting alternative fuels that are al-
ready commercially available at a competi-
tive price, and refrain from allocating ener-
gies to specific segments and uses.

The EU legislative framework needs to fully em-
brace the potential that sustainable renewable
fuels can provide by setting out a consistent
regulatory environment that equally recognis-
es the contribution of diverse solutions. These
energies and fuels need to be opposed to con-
ventional fossil fuels, e.g. gasoline and diesel,
that need to be replaced to achieve carbon
neutrality in the transport sector.

13 https://www.acea.be/statistics/article/average-age-of-the-eu-motor-vehicle-fleet-by-vehicle-type
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An approach based on the lifecycle perfor-
mance of energy various solutions will incentiv-
ise the vehicles that can accept carbon-saving
alternatives and higher renewable fuel blends,
while ensuring a level-playing field across all
technologies, allowing the market to decide
where and how to make these choices.

— UPEI recommendations

A new mechanism that recognises the con-
tribution of sustainable renewable fuels
when determining manufacturers compli-
ance with their CO2 emission targets should
be introduced in the CO2 standards for cars,
vans, and trucks , in the form of a voluntary
crediting system'.

The ETS, if expanded to road transport and
buildings, should introduce in a single car-
bon price per sector, applying equally to all
fuels and energies based on their GHG per-
formance, with renewables counted as 0.

4. UNLEASHING THE FULL POTENTIAL OF
CLEAN FUELS

Although fixing the legislative issues outlined
and treating fuels based their lifecycle emis-
sions and in a technology neutral manner will
certainly help, this unfortunately does not solve
all problems that suppliers of cleaner fuels face.

One such example are the so-called blending
walls, which do not permit suppliers to ade-
quately blend biofuels and alternative fuels into
conventional fuels to meet the FQD's Article 7a
target of reducing the carbon intensity of fuels.
As UPEI has explored in its Inconsistencies Pa-
per, very few EU Member States have adopted
mandatory blending rates or certain fuel blends
are simply not available. In addition, there are
usage limitations due to the 7% blending wall
in EN590, and the 10% cap and the 3,7% mass
oxygen limit in the FQD Annex 1 restricting
bioethanol blending.

This situation is further compounded by the
food-crop cap of REDII, limiting the possibility
to use conventional biofuels to reach the FQD

POSITION PAPER

target even though they present low ILUC risks.
Strong sustainability, including GHG saving
thresholds and ILUC criteria are now in place.
Given the size of the climate challenge, the
REDII should not restrict any opportunity to
develop renewable energies.

— UPEI recommendations

By revising the FQD, blend walls and meas-
ures of equivalent effect should be removed
towards a full contribution to an increased

target for renewables in transport under the
REDII.

Any restriction or cap on the use of cer-
tain feedstocks should be removed from
the REDII provided that all criteria are met.
Only high-ILUC-risk biofuels must be lim-
ited and then progressively phased out,
but not sustainable crop-based biofuels.
Restrictions at national level should not be
allowed, for the smooth functioning of the
internal market.

Sustainable biofuels are mature technologies
and can be further deployed in an effective
manner by being blended into conventional fu-
els, therefore bringing immediate climate ben-
efits. Several European countries already have
blending obligations in place™. However, there
is a huge potential beyond strict RED Il require-
ments.

The success of the renewable energy regulato-
ry framework will also depend on consumers’
awareness and empowerment. For example,
unjustified negative consumers’ perceptions
have adversely affected the roll-out of fuels
with higher blends of renewables.

UPEI supports measures providing factual in-
formation to consumers alongside incentives,
to ensure societal acceptance of the signifi-
cant changes the energy sector will undergo
in the next decades. In particular, this can be
achieved through better communication and
promotion of low and carbon neutral solutions
in a revised AFID.

14 https://www.frontier-economics.com/media/4347/crediting-system-for-renewable-fuels.pdf

15  UPEI, Biofuels Matrix, 2018 https://www.upei.org/library/download/463/381/17?method=view
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Changes in behaviour cannot occur without sig-
nificant updates to the current regime of ener-
gy taxation. As the Commission has recognised
for over ten years', the ETD is no longer effi-
ciently serving its original purpose. Moreover,
the tax rates, reductions and exemptions pro-
vided for in the current ETD do not adequately
support the development of alternative fuels
and energy carriers.

In particular, the current taxation model en-
grainedinthe ETD based on fuel volume has led
to a situation where renewable alcohol-based
fuels are more heavily taxed than fossil fuels.
Meanwhile, it has equally not kept up with the
technological development and not provided
suitable tax rates for new technologies such
as hydrogen, renewable electricity, synthetic
e-fuels and advanced biofuels, that could allow
them to compete with fossil fuels.

Moreover, while the EU legislators should
close existing inconsistencies, the Commission
should be careful not to open new ones as part
their review of REDII, AFID, as well as the ETS,
especially by maintaining coherency and avoid-
ing double taxation or equivalent effect.

— UPEI recommendations

The revision of the REDII should include
clear provisions to encourage mandatory
blending rates applicable equally in all EU
Member States. In addition, the use of sus-
tainable biofuels could be developed in ap-
plications where they are not yet commonly
used e.g. aviation, non-road mobile machin-
eries, maritime transport, heating & cooling.

The legislative reforms planed in the “Fit for
55" Package, and in particular the review of
the REDII, should boost the research, invest-
ment and commercial deployment of renew-
able fuels with high CO2 savings potential.

The AFID should provide for the develop-
ment of online tools and campaigns to ad-
dress consumers misperceptions as part
of Member States’ measures to support
the uptake of alternative fuels. Information
on prices should be available online and
through apps, before the consumer reaches
the refuelling/recharging station.

16 White Paper 2011
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All tax rates under a revised ETD should be
defined on the basis of both the energy con-
tent and the GHG emissions of each energy
product, to drive effective climate mitiga-
tion, energy efficiency improvements and to
ensure a level playing field between differ-
ent technologies. Attention should also be
given to the risks of carbon leakage, in par-
ticular in the maritime sector.

Should the ETS system be expanded to
road transport and buildings, appropriately
capping and pricing the GHG emissions of
different fuels and energies, it would revoke
the need to include a GHG emissions-based
tax alongside the energy content-based tax
in the revised ETD.

5. FAIR COMPETITION IN THE FUEL
MARKET

As independent fuel suppliers primarily consti-
tute small and medium enterprises that do not
refine or produce fuels themselves, the current
legislation is not fit for purpose in maintaining
and promoting fair competition between small
suppliers and integrated energy companies in
supplying sustainable renewable fuels.

At the moment, there is an intense competition
for advanced biofuels (i.e. lignocellulose origin,
waste, HVO), hence it is very difficult for compa-
nies that are not fuel producers to purchase fu-
els blended with advanced biofuels. This leads
to a market failure, as large refiners retain such
products for sale through their retail networks
in order to meet the GHG reduction target
themselves. Integrated energy companies can
also implement upstream reduction strategies
(e.g. co-hydration) to help reaching their target,
which independent suppliers are not able to do.
The level of penalties is very different from one
Member State to the other, and in some cases
are not correlated to sales volumes, hence dis-
proportionally affecting small suppliers.

Additionally, it is crucial that the upcoming
legislative revisions do not introduce further
imbalances. Should emission trading be intro-

um: Re tions for a holistic and ambitious “Fit for 55" framework



duced for road transport fuels and buildings,
it needs to be done in a way that guarantees
that all the participants have various options for
action with different abatement costs (include
offsetting mechanisms), therefore not enhanc-
ing further the competitive disadvantage faced
by independent fuel suppliers.

These situations risk hampering the business
diversification in the fuel supply market, and
reinforcing monopolistic situations and market
concentration.

— UPEI recommendations

All fuel suppliers should have access to re-
newable fuels with high CO2 saving potential.

Easing the access of all obligated parties
to various options of cutting emissions, no
matter the size of the undertaking and its
resources, should be made a priority in the
upcoming review of the FQD, guaranteeing
a level playing field among competitors in
the market:

» A harmonised approach to the alloca-
tion of GHG emission reductions and
the designation of obligated parties, as
well as the full access of obligated par-
ties to sustainability certificates;

» A fluid and transparent Upstream Emis-
sions Reductions (UER) market, backed
by a EU-wide recognition system.

Such approach should be replicated for the
possible expansion of ETS to road transport
and buildings, where the same issues are
likely to be faced by independent suppliers.

Additionally, it is crucial that the upcoming leg-
islative revisions do not create new administra-
tive burdens that would be particularly exces-
sive for independent fuel suppliers.

One such example is the existing EU ETS sys-
tem, which the Commission has hinted would
cover all combustion of fossil fuels”. In the ex-
isting ETS system, the smallest facilities are ex-
cluded for most activities.
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We believe that a similar approach should be
taken in potential new sectors, in light of the
disproportionate administrative burden an ETS
would incur to both small fuel distributors and
regulatory bodies, compared with the expect-
ed climate benefits.

Additionally, complying with an ETS would gen-
erate further extensive reporting requirements
for the independents. Fuels suppliers current-
ly report much data to authorities, e.g. for the
purpose of statistics, energy taxation, blending
of biofuel components, carbon intensity re-
quirements. Hence, there is already precise and
robust data available.

These would also need to acknowledge that
for small and medium-sized independent play-
ers such as UPElI members the scale of invest-
ment required to provide the infrastructure for
these alternative fuels (in particular for hydro-
gen and LNG) is major and matched in terms
of risk, given that consumer demand has not
yet reached a significant level. Hence, clear
and coherent incentives at all administrative
levels are therefore necessary for small oper-
ators to enter this market.

Lastly, while the Commission is examining
whether to opt for a parallel system of the road
transport sector being included in the EU ETS
and EU ESR, this parallel option could poten-
tially result in negative consequences, primar-
ily through increased administrative burden,
potential for regulatory inconsistencies and
complexity for operators to navigate the two
parallel systems.

— UPEI recommendations

Should an ETS be introduced in the road
transport sector, the smallest facilities
should benefit from an exemption or sim-
plified requirements. No further separate
system of monitoring, reporting and verifi-
cation is necessary.

UPEI suggests not to adopt a parallel system
with concurrent emission reductions under
the EU ETS and ESR, and instead calls on
the Commission to thoroughly assess which
of the two systems is more appropriate for
road transport.

17 2030 Climate Target Plan https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52020DC0562
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POSITION PAPER

6. WAY FORWARD

Our sector will play a crucial role in supplying various energy vectors and in allowing the EU to
reduce emissions in all modes of transport. UPEl members stand ready to do their part in making
mobility more sustainable. We look forward to engaging with the Commission to make the actions
outlined in the 2030 Climate Target Plan and the Sustainable and Smart Mobility Strategy a reality.

UPEI, as the voice of Europe's Independent Fuel Suppliers, would propose the above points and
inconsistencies identified in UPEI paper “Avoiding regulatory inconsistencies in future policy frame-
works"”, to be addressed in the following legislative proposals:

Review of CO2 Standards for
light-duty vehicles for heavy-duty
vehicles;

» Review of the Renewable Energy »
Directive;

» Revision of the Fuel Quality Directive;
» Revision of the Alternative Fuels

» Review of the Energy Taxation Directive; . .
Infrastructure Directive;

» Revisions of the Directive on the EU
Emissions Trading System and the
Effort-Sharing Regulation;

» Revision of the Energy Efficiency
Directive.

Please find UPEI position papers on these individual pieces of legislation here.

CREATING A HOLISTIC AND AMBITIOUS “FIT FOR 55” FRAMEWORK

9 Solving the fuels policy

Flexible approach Better enforce EU Carefully select Focus on Use the AFID
of the AFID to provisions and obligated stimulating reform to
focus on the most ensure consistent parties among the demand stimulate
suited alternative implementation fuel suppliers for cleaner the uptake
fuels infrastructure by EU Member based on the fuels in of alternative
in accordance with States (in the features road transport fuelled
local circumstances ETD, , of national vehicles
and consumer FQD, AFID) markets
demand
Focus on Maintain existing Align targets Reconsider
expanding legislative and counting the current
scope and principles methodologies multiplier
targets essential for in the system
investment and FQD in the
stability turning it into
(in the , a technology
AFID) open measure
Align definitions Recognise the End the regime If ETS expansion AFID to Insert in the CO2
across the fuel lifetime of current of setting chosen for maintain standards for
legislative and future low carbon buildings and current vehicles a
framework vehicle fleets technologies road transport, alternative fuels mechanism that
against recognise the definition recognises the
one another need for and treat them contribution of
sector-specific equally sustainable
CO2 prices renewable fuels
End End the Promote Increase Address Ensure a level
blending walls food-crop cap mandatory higher consumers consumers playing field by
by revising in ; only blending rates and awareness of misperceptions revising the ETD
the FQD maintain limits boost the sustainable on alternative rates based on
and phase-out availability of renewable fuels energy and GHG
of high ILUC sustainable fuels content
biofuels renewable fuels
through the review
of
Ensure Ease access Do not create Exclude
fair competition of all obligated new the smallest
between parties to administrative companies
fuel suppliers various options burdens from the ETS
of cutting via ETS in light of low
emissions expansion cost/benefit
ratio
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WHO WE ARE

UPEI represents nearly 2,000 European importers and
wholesale/retail distributors of energy for the transport
and heating sectors, supplying Europe’s customers
independently of the major energy producers.

They are the interface between producers and
consumers, using their own infrastructure and flexibility
to supply existing demand for conventional and
renewable liquid fuels, as well as non-liquid alternatives
as part of the energy transition.

They cover more than a third of Europe’s current
demand. The organisation brings together national
associations and suppliers across Europe.

Independent fuel suppliers bring competition to
Europe’s energy market and are able to respond rapidly
to changes affecting supply, contributing to security on
a local, national and regional level. They have developed
and maintain a comprehensive infrastructure for the
sourcing, storage and distribution of transport and
heating fuels, with a commitment to delivering

a high-quality service to all consumers,

including those in remote areas.

Since 1962 UPEI has been advocating for a level playing
field and fair competition to ensure an affordable,
sustainable and secure energy supply for Europe’s
consumers. Today, in the context of the transition

to a low carbon economy, UPEI and its members are
also addressing the challenges of adapting the product
range and meeting consumer demand

through market-oriented solutions.

With its strong track record in pioneering the supply
of renewable fuels in the EU, UPEI’'s members remain
committed to delivering and embracing new,

cost effective solutions which further promote energy
efficiency and reduce pollutants and emissions.

#UPEI

THE VOICE OF EUROPE'S INDEPENDENT FUEL SUPPLIERS
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