Transport Biofuels in the UK and beyond

An overview of the UK and European markets
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European Biofuels Legislation

« The main driver for growing Biofuels has been Policy intervention
(rural economy, energy security or environmentally driven)

» Governments across the EU are switching their Biofuels driver from
incentivisation to penalisation to increase speed of introduction

« The EU directive is being interpreted differently by each member state and
the level and method of application varies accordingly. 3 main areas of
variation

1. Level of liability
Indicative — voluntary basis, usually accompanied by an incentive scheme
Obligation — financial penalty for non-conformance, potential for ticket
scheme
Mandate — legal obligation for all relevant parties to conform

2. Level of targets - % targets vary by region but in most cases are capped by
OEM warrantees. They can either be applied to the road traffic fuel pool as
a whole (i.e. could focus entirely on bio-diesel and opt out of bio-gasoline)
or on a product-by-product basis (as in France)

3. Liable party — refiner or importer (at duty point) or pump owner (at pump) or
anywhere in-between on the supply chain
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Forecast European Biodiesel Demand
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To satisfy demand in 2010 requires 30 new 250Ktes Biodiesel plants
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Background : EU Diesel Demand Growing

Million Tes

EU 25 Market Trend

250

200 -

150

100

._

(2]
o

—4—Diesel
== Petrol

1995

2000

2005 2010

2015

INEQS Enterprises




UK Road Traffic Fuels Obligation (RTFO)

The UK government currently operates an incentive scheme at 20p/litre which is

one of the lowest incentives in Europe. As such take up is very low (0% bio-gasoline

and 0.4% bio-diesel at 2005 rates).

Current indicative targets were 2% in 2005 and 5.75% by 2010, both based on

energy content.

Consultation currently underway for a UK RTFO initiative with the following timeline;

¢ Policy tied down by summer 2006 with targets set for 2008 (2.5% by vol) and 2010
(5% by vol) - complete

« Draft legislation developed late 2006/early 2007 - complete

» Consultation on draft legislation in 2007 — responses in by May 17t 2007

¢ Implementation in April 2008

« Targets increased annually

The main elements of the RTFO consultation are:

« Keeping the 20p/litre tax incentive - confirmed until 2010/2011

« Adding 15p/litre buy out scheme to Obligated Parties in the UK to force blending of
biofuels to the indicated levels

« Preferred obligated parties are the Refiners / Importers of crude oil. There is an
option for this obligation to be pushed closer to the consumer and lay with the
distributor but this option does not have much support

¢ What to do with the buy out fund — recycle?
« Sustainability and CO2 footprint benchmarks?
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Forecast UK Biofuels Demand
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2006 UK Biodiesel capacity = 341,800 tes
2006 actual production =124,035 tes
Even when the production capability has been built plants had huge issues running at full capacity in 2006
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Value chain - Sustainability

P1. Conserve Carbon

P2. Conserve Biodiversity

P3. Soil conservation

P4. Sustainable Water Use |S th e RTFO

P5. Air quality SUStainability
P6. Compliance with applicable law (social issues) criteria

P7. Contracts and subcontractors sustainable

P8. Freedom of association and right to collective b argaining Wlth out a

P9. Working hours time”ne fOr

P10. Child labour compliance?
P11. Health and safety

P12. Wages/compensation Should this be
P13. Discrimination an EU direCtiVE?
P14. Forced labour

P15. Land right issues
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Value chain — CO2 footprint

Crop Feedstock Drying & Feedstock c .
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INEOS Refineries - Internal need for Biofuels

INEOS refineries
produce:

¢ 4.5 million tonnes of
Diesel per year

¢ 2.5 million tonnes of
Gasoline per year

INEOS has an internal
need for more than
400ktpa of biodiesel
by 2010
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INEOS Enterprises Biodiesel Summary

Established biodiesel producer
110ktpa production from Baleycourt plant
Plans announced to double Baleycourt production to 220ktpa by 2008

INEOS Refineries
Internal need for biodiesel in excess of:

250ktpa by 2008

400ktpa by 2010

Future scope
Plans have been announced to build a world scale, 500ktpa production facility
within the UK, linked to our Grangemouth refinery & wider European locations.

Timeline

Baleycourt 2008
Grangemouth 2008
Antwerp 2009
Lavera 2010
Germany 2011
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These plans will lead to INEOS Enterprises being the
first truly Pan European supplier of Biodiesel.

The first step of this strategy will be to achieve 2 million
tonnes of biodiesel output by 2012, with at least 1.2
million tonnes by 2010.

Thank you

24 May 2007
Jason Woods — Biofuels Business Development Manager
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