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COMMUNICATION FROM THE COMMISSION

Biomass action plan

1 INTRODUCTION

Energy is key in helping Europe achieve its objectives for growth, jobs and sustainability.
High ail prices put the spotlight on Europe’ sincreasing dependency on imported energy.

The Union needs to respond strongly to this challenge. The central importance of energy
policy in helping Europe to meet the challenges of globalisation was confirmed by the
Union’s heads of state and government at the informal Hampton Court summit in October
2005.

With this in mind, the Commission is carrying out a fundamental review of its energy policy.
This will be the subject of a Green Paper in spring 2006, with three main objectives —
competitiveness, sustainability and security of supply.

Essential elements of this policy are, within the context of stronger economic growth,req the
need to reduce energy demand’; increase reliance on renewable energy sources, given the
potential to produce them domestically and their sustainability; diversify energy sources; and
enhance international cooperation. These elements can help Europe to reduce dependence on
energy imports, increase sustainability and stimulate growth and jobs.

Success requires a coherent management of these objectives, within appropriate timetables.
The process will include mechanisms to involve Member States, representatives of the
European Parliament and stakeholders.

It isin thiswider context of an integrated and coherent energy policy and, in particular, of the
promotion of renewable energy sources that the Commission is presenting this action plan. It
IS just one component of the measures needed to achieve the objectives set out above — but an
important 39ne, since biomass presently accounts for about half of the renewable energy used
inthe EU °.

In its 2004 communication on the share of renewable energy in the European Union, the
European Commission committed itself to produce a biomass action plan, highlighting the
need for a coordinated approach to biomass policy. * The Spring Council of 2004 concluded
that increased use of renewable energy is essentia for “environmental and competitiveness
reasons’>, while the European Parliament recently noted “that biomass has many advantages

! Addressed in the recent energy efficiency Green Paper “Doing more with less’, COM (2005) 265
These mechanisms will include the Energy and Transport forum, the “ Amsterdam” sustainable energy
forum, the “Berlin” fossil fuel forum, the “Florence” regulatory forum for electricity and the “Madrid”
regulatory forum for gas. In addition, the Commission recently decided to set up a high level group for
competitiveness, energy and the environment.

44% according to the “substitution approach”, 65% according to the “classical approach” — see impact
assessment, section 2.

4 “The share of renewable energy in the EU”, COM (2004) 366, section 4.3.1.

> Brussels European Council, 25 and 26 March 2004, Presidency conclusions.
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over conventional energy sources, as well as over some other renewable energies, in
particular, relatively low costs, |ess dependence on short-term weather changes, promotion of
regional economic structures and provision of alternative sources of income for farmers’®.

This action plan sets out measures to increase the development of biomass energy from wood,
wastes and agricultural crops by creating market-based incentives to its use and removing
barriers to the development of the market. In this way Europe can cut its dependence on fossil
fuels, cut greenhouse gas emissions and stimulate economic activity in rura areas. The
measures are listed in annex 1.

This action plan is a first, coordinating step. It sets out measures to promote biomass in
heating, €electricity and transport, followed by cross-cutting measures affecting biomass
supply, financing and research. It is accompanied by a general impact assessment. As a
second step, individual measures will be brought forward subject to specific impact
assessment in line with Commission rules.

1.1 Biomass potential

The EU currently meets 4% of its energy needs from biomass. If it made full use of its
potential, it would more than double biomass use by 2010 (from 69 mtoe’ in 2003 to about
185 mtoe in 2010) — while complying with good agricultural practice, safeguarding
sustainable production of biomass and without significantly affecting domestic food
production.® Bulgaria and Romania’s accession will improve availability®, and imports offer
more potential still.

In the Commission’s judgement, the measures in this action plan could lead to an increase in
biomass use to about 150 mtoe in 2010 or soon after.’ Thisis less than the full potential; it is
in line with the indicative renewable energy targets.™*

1.2. Costs and benefits

It follows from severa scientific and economic studies that this increase in biomass use could
bring the following benefitsin 2010:

e diversification of Europe’s energy supply, increasing the share of renewable energy by 5%
and reducing reliance on imported energy from 48 to 42%;*

e areduction in greenhouse gas emissions of 209 million tonnes COxg ayear;®

Resolution on “Renewable energy in the EU”, plenary session of 28 September 2005.

Million tonnes of oil equivalent

European Environmental Agency, “How much biomass can Europe use without harming the
environment”, briefing 2/2005; see annex 2.

For example, Bulgaria and Romania each have 0.7 hectares of agricultural land per capita, compared to
0.4 inthe EU25.

See annex 3 and impact assessment.

These targets are a 12% overall share for renewable energy, a 21% share in the electricity sector and a
5.75% share for biofuels in 2010. Through the measures in the action plan, the Commission estimates
that these shares can be achieved — in the case of the overall share, if not in 2010 then within a year or
two of that date.

See impact assessment, section 5.

See impact assessment, section 5.
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e direct employment up to 250-300 000 people, mostly in rura areas. Different studies
produce widely different figures;*

e potential downward pressure on the oil price as aresult of lower demand for ail.

Assuming fossil fuel prices about 10% lower than today’s, the directly measurable cost can be
estimated at €9 billion per year - €6 billion for transport biofuels and €3 billion for biomassin
electricity generation (biomassin heating is often cost-competitive).™ Thisis equivalent to an
increase of about 1.5 cents per litre of petrol or diesel and 0.1 cents per KWh of electricity.*

Benefits can aso be expected in extending the EU’ s technological leadership in these sectors.

These benefits can be expected to be obtained without additional pollution or other forms of
environmental damage.*’

The Commission is assessing the contribution that renewable energy could make to the energy
mix by 2020. This action plan could underpin an increase in renewable energy’s contribution
by 2020.

13 Biomassusein transport, electricity and heating

Oil prices have tripled over the last four years. Transport is a key economic sector; nearly all
the energy it uses comes from oil. Liquid biofuels, as the only direct substitute for oil in
transport, have ajustifiably high political priority.

Moreover, constant growth in the transport sector has not yet permitted the stabilisation of
greenhouse gas emissions, despite considerable efforts undertaken by the industry, Biofuels
are an expensive way of reducing greenhouse gas emissions, but within transport they are one
of only two measures that have a reasonable chance of doing so on a significant scale in the
near future (the other being the carmakers agreement to reduce CO, emissions from new
cars— see section 4.2).

In early 2006, the Commission will bring forward a communication dealing specifically with
biofuels.

While transport biofuels have the highest employment intensity and the greatest security of
supply benefits, biomass in electricity has the greatest greenhouse gas benefits and biomassin
heating is cheapest. Biomass should be promoted in all three sectors. At least up to 2010,
there will be no major competition for raw material: biofuels rely mainly on agricultural crops
while electricity and heating rely mainly on wood and wastes.

14 This figure assumes that 70-90% of biomass is produced in the EU. In terms of direct employment,

biofuels are typically 50-100 times as employment intensive in the EU as fossil fuel alternatives,

biomass electricity 10-20 times as employment intensive; biomass heating twice as employment

intensive. Commentators are divided on the indirect effects. Some point to multipliers or export
opportunities which could double the size of the direct effect. Others argue that jobs in bio-energy will

replace other jobs, and the net employment effect will be zero. (See impact assessment, section 5.)

See impact assessment, section 5.

16 Qil costs about $60/barrel or (at today’ s exchange rates) €48/barrel. To be competitive, biodiesel needs
an ail price of about €75/barrel while bioethanol needs a price of about €95/barrel. If the price of fossil
fuelsreflected their external costs, more forms of biomass would be cost-competitive.

v See annex 4.
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2. BIOMASSHEATING

Technology for biomass use in residential and industrial heating is simple and cheap. There
are strong traditions of biomass use and this is the sector where most biomass is used. New
techniques are available to turn wood and clean residues into standardised pellets that are
environmentally safe and easy to handle.

Nevertheless, biomass is growing slowest in heating.

As well as carefully monitoring the implementation of Community legislation on
cogeneration™ - an important outlet for biomass - the Commission will tackle this through the
following measures:

2.1 L egislation on renewable energy in heating
This is the missing piece of the jigsaw, aongside existing directives covering e ectricity and
transport. The Commission will work towards this legislation in 2006. It needs to take a

different approach from earlier directives, because the key problems lie in market confidence
and attitudes rather than costs. Elements to be examined will include:

e New specific legidation on renewable energy in heating, based on a critical review of the
potential contribution of:

- measures to ensure that fuel suppliers make biomass fuels available;

- the establishment of efficiency criteria for biomass and the instalations in
which it isto be used,

- equipment labelling to enable people to buy clean and efficient devices;
- other technical measures;

- the appropriateness of setting targets;

voluntary agreements with industry.

o Amendment of the directive on the energy performance of buildings to increase incentives
for renewable energy;*®

e A study of how to improve the performance of household biomass boilers and reduce
pollution®, with a view to setting requirements in the framework of the eco-design
directive.®

18 Directive 2004/8/EC on the promotion of cogeneration, 11.02.04

19 Directive 2002/91/EC on the energy performance of buildings, O.J. L1, 4/01/2003; see annex 5.

20 If biomass is burnt without proper controls, it can be a major source of pollution. This can result from
illegal incineration of waste, or from the use of biomass boilers without adequate combustion control
and pollution prevention. Modern pellet boilers and district heating plants cause much less pollution.
Directive 2005/32/EC establishing a framework for the setting of ecodesign requirements for energy-
using products, O.J. L191, 22/07/2005

21
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2.2. Therenewal of district heating

District heating (collective heating) can manage the use of renewable fuels more easily and
burn more types of fuel with lower emissions. It is easier to develop biomass use in district
heating than in individual heating.

56 million EU citizens are served by district heating, 61% of them in the new Member States.
The accession of Bulgaria and Romania will add more. District heating faces problems in
competing with individual heating. Many schemes need modern plant, infrastructure and
management to improve their fuel use and cost-efficiency and make them more convenient to
use. Schemes need to be converted to use biomass as fuel. The Commission encourages
district heating schemes to develop in thisway.

The Commission urges the Council to agree to its proposal to add the supply of district
heating to the list of goods and services to which Member States may apply a reduced rate of
VAT.? It would then recommend Member States to extend to district heating any reduced
VAT rate aready applied to natural gas or el ectricity.

The Commission may also bring forward a legislative proposal on tax issues affecting district
heating. It will examine whether other measures should be proposed at the same time.

3. ELECTRICITY FROM BIOMASS

Electricity can be generated from all types of biomass using several technologies (see annex
6). The Commission encourages Member States to harness the potential of all cost effective
forms of biomass electricity generation.

The directive on renewable energy in electricity generation provides the framework for
electricity from biomass®?® Member States have committed themselves to targets for
electricity from renewable energy. In most cases, it looks impossible to achieve these without
using more biomass.* Implementation of the directive is therefore the key to the development
of biomass use in electricity. The Commission will continue to pay close attention to this.>

In combined heat and power plants, biomass can provide heat and electricity at the same time.
The Commission encourages Member States to take this double dividend into account in their
support systems.

2 In COM(2003)397 of 23.07.2003

= Directive 2001/77/EC of 27 September 2001 on the promotion of electricity produced from renewable
energy sourcesin theinternal electricity market, O.J. L283, 27/10/2001

In last year's communication on the share of renewable energy the Commission pointed out that, among
the three main renewable energy sources for electricity generation, the share of hydropower is nearly
static, biomass is growing slowly and wind power is growing fast. The targets in the directive will not
be met unless biomass starts to grow faster.

See separate Communication on support for electricity from renewable energy sources (COM(2005)
627).

24
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4. TRANSPORT BIOFUELS
4.1. Implementation of the biofuelsdirective

As in éectricity generation, a framework is set by Community legislation: the biofuels
directive®®, which sets as reference values a 2% market share for biofuels in 2005 and 5.75%
sharein 2010.%’

The 2005 reference value will not be achieved. There is substantial variation in Member
States efforts®; if all Member States achieve the targets they have set, biofuels will attain a
share of only 1.4%.

To implement the directive, many Member States are relying on fuel tax exemptions.?® These
are subject to state aid control. In line with the guidelines on environmental state aids, the
Commission has taken a generally favourable attitude to the notifications received. However,
anumber of practical problems have arisen. A number of Member States have recently turned
to biofuels obligations, requiring fuel supply companies to incorporate a given percentage of
biofuels in the fuel they place on the market. More details of the two approaches are given in
Annex 9. Biofuels obligations seem a promising way of overcoming difficulties with tax
exemptions and ensuring that targets are achieved cost-effectively. They also make it easier to
give favourable treatment to second-generation biofuels, which the Commission encourages.

In accordance with the biofuels directive, the Commission will bring forward a report in 2006
on the directive' s implementation, with a view to a possible revision. It will address the issues
of:

e national targets for the market share of biofuels;

e using biofuels obligations;

e requiring that, through a system of certificates, only biofuels whose cultivation complies
with minimum sustainability standards will count towards the targets.*

The system of certificates would need to apply in a non-discriminatory way to domestically
produced biofuels and imports.

4.2. Thevehicle market

The Commission will soon bring forward a legidlative proposal to encourage public
procurement of clean vehicles, which could include those using high biofuel blends.®

2 Directive 2003/30/EC of 8 May 2003 on the promotion of the use of biofuels or other renewable fuels
for transport, O.J. L123, 17/05/2003

2 See annex 7.

28 See annex 8.

2 These are facilitated by Directive 2003/96/EC of 27 October 2003 restructuring the Community

framework for the taxation of energy products and electricity, O.J. L283, 31/10/2003

The Commission will also look into how minimum sustainability standards could also be applied for
biomass used for other energy purposes.

Public procurement also has an important role in promoting other forms of biomass, especially for
heating.

30
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The Commission is examining the scope for the use of alternative fuels, including biofuels, to
count towards CO, reduction targets for light duty vehicles as part of its review of how to
move towards the Community objective of average emissions of 120 g/km. The future
strategy, to be proposed in 2006, will be based on an “integrated approach”. This means that
measures such as the use of biofuels, fiscal incentives, consumer information and congestion
avoidance will be considered in addition to car manufacturers’ efforts on vehicle technology.
This strategy will take into account of the strategy on the future of the automobile industry,
which will aso be proposed in 2006.

4.3. Balancing domestic production and imports

Biofuels and their raw materials are traded on world markets. An autarkic approach to
meeting the EU’s needs is neither possible nor desirable. However, the Union has some
discretion about how far to encourage domestic production or imports. Annex 10 describes
the current situation as far as trade in bioethanol is concerned. Annex 11 assesses three routes
to a5.75% market share for biofuels:

- minimum share for imports

- maximum share for imports

- balanced approach.

The Commission prefers the balanced approach. Therefore, it will:

e Propose the amendment of standard EN14214 to facilitate the use of a wider range of
vegetable oils for biodiesel, to the extent feasible without significant ill-effects on fuel
performance;

e Address the issue of amending the biofuels directive so that only biofuels whose
cultivation complies with minimum sustainability standards count towards its targets;

e Maintain market access conditions for imported bioethanol that are no less favourable than
those provided by the trade agreements currently in force;

e Pursue a balanced approach in ongoing free trade agreement negotiations with ethanol-
producing countries/regions. The EU must respect the interests of domestic producers and
EU trading partners, within the context of rising demand for biofuels.

e Support developing countries that wish to produce biofuels and develop their domestic
markets. Thisis of particular importance in the context of the sugar reforms.*

The Commission will take these objectives forward in bilateral negotiations (e.g. with
Mercosur) and multilateral negotiations (e.g. the Doha World Trade Organisation round and
discussion on trade in environmental goods).

4.4. Standards

The fuel quality directive® establishes limits on the content of ethanol, ether and other
oxygenates in petrol. It limits the vapour pressure of petrol. Standard EN590 states that diesel

% This aspect will be addressed further in the forthcoming communication on biofuels.

10
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must contain no more than 5% biodiesel by volume (4.6% in energy terms). These limits
constrain how increased use of biofuels can be achieved..

The Commission is reviewing the fuel quality directive. It will assess the impact of options to
address the above issues. The Commission is considering a variety of factors, taking into
account the costs and benefits of the affected sectors. In reviewing these options, the
Commission will, inter alia, consider:

- impacts on health and environment (including pollutant emissions and greenhouse
gas emissions);

- Impacts on the achievement of the objectives in the biofuels directive and the cost of
achieving them.

45, Removal of technical barriers

There are technical barriers to the introduction of biofuels. For example, industry has argued
that

- petrol blended with ethanol cannot be carried in oil pipelines,

- it is not practical to offer a petrol basestock with a reduced vapour pressure suitable
for the direct blending of ethanol.

The Commission will ask the industries concerned to explain the technical justification for
these barriers and will also seek the views of other interested parties. It will monitor the
behaviour of the relevant industries to ensure that there is no discrimination against biofuels.

4.6. Use of ethanol to reduce demand for diesdl

The European vehicle fleet is biased towards diesel vehicles. However, Europe has greater
capacity to produce bioethanol than biodiesel, using less land and with more room to reduce
costs through economies of scale. There is aso scope for increased imports of ethanol from
third countries.

The Commission will encourage the use of ethanol to reduce demand for diesel, including the
use of 95% ethanol in modified diesel engines. As part of the re-examination of standard
EN14214, it will propose evaluation of a change to allow ethanol to replace methanol in
biodiesel production.

5. CROSS-CUTTING ISSUES
5.1. Supply of biomass

The measures described above depend on the availability of an adequate supply of biomass.
This section sets out measures to promote this.

3 Directive 98/70/EC of 13 October 1998 relating to the quality of petrol and diesel fuels (O.J. L350,
28/12/1998), as amended by Directive 2003/17/EC of 3 March 2003 (O.J. L76, 22/03/2003)

11
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Common agricultural policy (CAP)

The 2003 reform of the CAP means that income support for farmersis no longer linked to the
crops produced. As a result, farmers can respond freely to increasing demand for energy
crops. This reform also introduced a special “aid for energy crops’® and maintained the
possibility of using mandatory “set-aside” land for growing non-food crops (including energy
crops). In 2006 the Commission will report to the Council on implementation of the aid for
energy crops, accompanied, if appropriate, by proposals taking into account the Union's
objectives for biofuels.

In the past, only a limited range of energy crops could benefit, through the set-aside regime,
from support. The reform paved the way for farmers to grow more energy crops, including
short rotation coppice and other perennial crops. Decisions about the appropriate energy crops
to grow are best taken at a regional or local level. The Commission will finance an
information campaign about the properties of energy crops and the opportunities they offer.®
Fast-growing wood, in particular, needs a changed approach because farmers have to tie up
land for severa years and at least 4 years must pass before the first harvest.

Forestry

About 35% of the annual growth of wood in EU forests is not used®. In many countries there
is only a limited market for small size thinnings, which can be used to produce heat and
electricity. Most of the unused resources are in small private holdings, making their
mobilisation difficult. Some countries have tackled this problem by setting up supply chains
coupled to existing plants, and by supporting the organisation of logistics systems, forest
owner cooperation and transport. The Commission will seek to disseminate the lessons learnt
from this experience and support similar initiatives in other countries.

The Commission is preparing a forestry action plan, to be adopted in 2006; this will address
energy uses of wood.

The Commission will review the impact of the energy use of wood and wood residues on
forest based industries.

Waste

Waste is an underused energy resource. The Commission is developing a thematic strategy on
the prevention and recycling of waste and preparing a proposal on the revision of the waste
framework legidlation. Options under consideration include:

e promotion of waste management techniques that reduce the environmental impact of using
waste asafuel;

o taking amarket approach to recycling and recovery activities,

The “energy crop payment”, under which a premium of €45 per hectare is available, with a maximum
guaranteed area of 1.5 million hectares as the budgetary ceiling, for the production of energy crops.

The campaign will also cover forestry.

(Not counting forests in protected areas such as Natura 2000 areas.)

35
36
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e developing technical standards to enable recovered materias to be considered as goods
(making it easier to use them for energy purposes);

e encouraging investment in energy-efficient techniques for the use of waste as fuel.

13
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Animal by-products

Animal by-products not intended for human consumption are increasingly being recovered for
energy, especially in biogas and biodiesel. Technological and scientific progress constantly
lead to the development of new production processes. The Commission will review the
regulatory framework for the authorisation of such processes, so that new sources of energy
may be opened up, while ahigh level of protection for public and animal health is maintained.

Standards

European standards for solid biomass fuels are needed to facilitate trade, develop markets and
increase consumer confidence. The European Committee for Standardisation (CEN) is
working on them. The Commission will encourage it to give high priority to this work.

Improving the supply chain

A European trading floor for pellets and chips has been initiated with support from the EU
Intelligent Energy for Europe programme. Volumes are low. The Commission will look at
how the results can be improved, with a view towards an EU-wide trading system (if
technically and economically feasible).

National biomass action plans

National biomass action plans can reduce investor uncertainty by assessing the physical and
economic availability of biomass of different kinds, including wood and wood residues as
well as wastes and agricultural crops, identifying priorities for the types of biomass to be used
and how biomass resources can be developed, and indicating the measures that will be taken
at national level to promote this. They can also be linked to consumer information campaigns
on the benefits of biomass. Regions can usefully do the same thing. The Commission
encourages the devel opment of national biomass action plans.

5.2. EU financial support for biomass ener gy

Many of the regions assisted by the structural and cohesion funds have high potential to
pursue economic growth and employment creation or stabilisation through biomass. This is
particularly true for rural regions in central and eastern Europe. Low labour costs and high
resource availability can give these regions a comparative advantage in the production of
biomass. Supporting the development of renewable and alternative energy sources such as the
production of biomass is therefore an important objective for the structural and cohesion
funds, as set out in the Commission’s proposal for Community strategic guidelines for
cohesion.?” These funds can support the retraining of farmers; the provision of equipment for
biomass producers; investment in facilities to produce biofuels and other materials;, and fuel
switching to biomass by electricity and district heat producers.

The Commission calls upon Member States and regions, when preparing their National
Strategic Reference Frameworks and operational programmes, to ensure that the potential
benefits of biomass have been thoroughly taken into account.

37 COM (2005) 299 of 5.07.2005
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Investment on or near farms, for example in biomass processing, can be supported through the
rural development policy, as can the mobilisation of unused biomass by forest holders. The
Commission has proposed Community strategic guidelines for rural development which
emphasise renewable energy in general and biomass supply chains in particular.® The
Commission encourages Member States to take up these opportunities for the devel opment
and diversification of the rural economy through their national rural development
progranmes. The Commission proposes a specific ad hoc group to consider biomass
opportunities within these programmes.

5.3. State aids

Official support for biomass production and use must comply with Community state aid
policy. The Commission can authorise investment aid and operating aid on the basis of the
Community guidelines on State aid for environmental protection.®® The rules in these
guidelines take into account the beneficia effects that energy produced from biomass may
have compared to energy production on the basis of fossil fuels. Aid for investments in
assisted areas may be found compatible with the common market under the guidelines for
national regional aid.”’ There should not be undue distortions of competition. See also annex
0.

6. RESEARCH

The Commission’s proposal for the Seventh Framework Programme gives a high priority to
biomass research. It includes several actions with a biomass component:

e “Biomass for fuels, electricity, heating and cooling”, with the objective of developing and
demonstrating a portfolio of technologies;

e “Smart energy networks’, including the integration of biomass installations into electricity
grids and feeding biogas and synthetic gas into the natural gas grid;

o “Life sciences and biotechnology for sustainable non-food products and processes’,
including the use of biotechnology to improve the productivity, sustainability and
composition of biomass raw materials and develop new bio-processes.

Some of the most important areas of work will be:
e The development of an industry-led “biofuel technology platform”;
e The“bio-refinery” concept, getting the most out of all parts of plants;

e Research into second-generation biofuels, where a substantial increase in Community
funding is expected.

The Commission will consider how best to take forward research into the optimisation of
agricultural and woody crops for energy purposes, and into conversion processes.

38 COM (2005) 304.
% 0J C37 of 3.2.2001, p.3.
40 0J C74 of 10.3.1998, p.9.
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Through the Intelligent Energy for Europe programme, the Commission will support the
dissemination of techniques that have been proven through research.

More details are given in annex 12.

7. CONCLUSION

Europe needs to break its dependence on fossil fuels. Biomass is one of the main alternatives.
Cost effective measures in favour of biomass need to be developed at European level to:

¢ draw maximum advantage from national and local innovation;
e provide aclear way forward for major industries organised on a European scale;
e share burdensfairly.

This communication sets out a coordinated programme for Community action, including
measures to improve demand for biomass; improve supply; overcome technical barriers; and
develop research.

The action plan has taken nearly a year to develop. It draws on widespread consultations with
interested parties.** Their response to the idea of a vigorous Community approach in this area
has been largely, and often powerfully, positive. The next step is to put the programme into
practice. Next spring’'s Green Paper on a coherent European energy policy will address
progress and further developments.

4 See annex 13.
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ANNEX 1 — Biomass action plan: summary of measur es

Biomass for heating and electricity

The Commission will:

work towards a proposal for Community legislation in 2006 to encourage the use of
renewable energy, including biomass, for heating and cooling;

examine how the directive on energy performance of buildings could be amended to
increase incentives for the use of renewable energy;

study how to improve the performance of household biomass boilers and reduce pollution,
with aview to setting requirements in the framework of the eco-design directive;

encourage district heating scheme owners to modernise them and convert them to biomass
fuel;

encourage Member States that apply a reduced VAT rate to gas and electricity to apply
such arate to district heating too;

pay close attention to the implementation of the directive on electricity from renewable
energy sources,

encourage Member States to harness the potential of all cost-effective forms of biomass
electricity generation;

encourage Member States to take into account, in their support systems, the fact that, in
combined heat and power plants, biomass can provide heat and electricity at the same time.

Transport biofuels

The Commission will:

Bring forward areport in 2006 in view of a possible revision of the biofuels directive. This
report will address the issues of:

— setting national targets for the share of biofuels;
— using biofuels obligations on fuel suppliers;

— ensuring, through certification schemes, that the biofuels used to meet the targets
satisfy minimum sustainability requirements.

Encourage Member States to give favourable treatment to second-generation biofuels in
biofuels obligations.

Bring forward a legidlative proposal promoting public procurement of clean and efficient
vehicles, including those using high blends of biofuels.

Examine how biofuel use can count towards the CO, emission reduction targets for car
fleets.
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Pursue a balanced approach in ongoing free trade agreement negotiations with ethanol-
producing countries/regions. The EU must respect the interests of domestic producers and
EU trading partners, within the context of rising demand for biofuels.

Propose amendments to the “biodiesel standard” to facilitate the use of a wider range of
oils, including imported oils, to produce biodiesel, and allow ethanol to replace methanol
in biodiesel production.

Assess the impact of options to address the issues of limits on the content of ethanol, ether
and other oxygenates in petrol; limits on the vapour content of petrol; and limits on the
biodiesel content of diesal.

Ask the relevant industries to explain the technical justification for practices that act as
barriers to the introduction of biofuels and monitor the behaviour of these industries to
ensure that there is no discrimination against biofuels.

Support developing countries by helping them to produce biofuels and by maintaining
market access conditions that are no less favourable than those provided by the trade
agreements currently in force.

Bring forward a communication dealing specifically with biofuels early in 2006.

Cross-cutting issues

The Commission will:

Assess the implementation of the energy crop scheme.

Finance a campaign to inform farmers and forest holders about the properties of energy
crops and the opportunities they offer.

Bring forward a forestry action plan in which energy use of forest material will play an
important part.

Review the impact of the energy use of wood and wood residues on forest based industries.

Consider how the waste framework legisation could be amended to facilitate the use of
clean wastes as fuel.

Review how the animal by-products legislation could be amended in order to facilitate the
authorisation and approval of aternative processes for the production of biogas and other
biofuels

Encourage the European Committee for Standardisation to speed up work on standards for
the quality of biomass fuels.

Explore how to develop a European spot market in pellets and chips.

Encourage Member States to establish national biomass action plans.
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Encourage Member States and regions to ensure that the benefits of biomass are taken into
account when preparing their national reference frameworks and operational plans under the
cohesion policy and the rural development policy.

Research
The Commission will:
¢ Continue to encourage the development of an industry-led “Biofuel technology platform”.

e Consider how best to take forward research into the optimisation of agricultural and woody
crops for energy purposes, and biomass to energy conversion processes.

e Give a high priority to research into the “bio-refinery” concept, finding valuable uses for
al parts of the plant.

e Give ahigh priority to research into second-generation biofuels, with an aim of improving

their efficiency and cost-effectiveness; a substantial increase in Community funding is
expected.
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ANNEX 2 — EU biomass production potential

The table assesses the EU’ s potential to produce biomass for energy use. These estimates are
conservative because they are based on the following assumptions:

¢ no effect on domestic food production for domestic use;

e noincreasein pressure on farmland and forest biodiversity;

e noincrease in environmental pressure on soil and water resources,
¢ no ploughing of previously unploughed permanent grassiand;

e a shift towards more environmentally friendly farming, with some areas set aside as
ecological stepping stones;

e the rate of biomass extraction from forests adapted to local soil nutrient balance and
erosion risks.

The first column of the table shows the quantities of EU-produced biomass used for energy
purposes today. The following columns show the potential contribution in 2010, 2020 and
2030. The potential for 2010 is 2% times the contribution today. The potential for 2020 is 3 to
32 times the contribution today, and the potential for 2030 is 3 to 4% times that of today.
Forests, wastes and agriculture all make a big cont