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1. Introduction

1.1. BIOSIRE project

BIOSIRE aims to establish a shift towards bio-diesel and electric propulsion
for fleets, ships and special vehicles in tourist areas in Spain, France,
Greece, ltaly, Croatia and Austria. The consortium is composed of regional
authorities of tourist areas, energy agencies and research and consultancy
organisations specialised in energy, agriculture and transport.

BIOSIRE local actions are directed at market transformation and changing
the behaviour of fleet operators, tourists and residents, farmers and the
potential suppliers of used cooking oils. These actions cover the full
production and distribution chain.

During the first project year, on the regional level, the stakeholders have
been identified and local working group meetings and a local workshop
were organised to prepare the market transformation

This Market Transformation Plan has its focus on the region of Veneto,
Italy. A similar plan is produced for the other five regions in the BIOSIRE
project.

All deliverables and other information on the BIOSIRE project can be found
at www.biosire.eu.

1.2. Scope and approach

The market transformation plan summarizes the conclusions from the first
activities on the local level and provides a detailed planning for the coming
phase.

Veneto Region, and in particular the area of Venice lagoon, are one of the
most important attractive areas for tourism in north east of Italy. Actually the
number of visitors that Venice welcomes every year is somewhere between
7 and 8 million people. Such characteristics inevitably produce situations of
traffic congestion, pollution and energy consumption. Considering Venice
as a fragile context, seen both from the point of view of environment and
landscape heritage, these facts transform Venice in an important stage to
implement and promote a more sustainable mobility.

Veneto Region aims define and analyse the feasibility of the transition to
biofuels for the local water collective transport, which serves both tourists
and local citizens. The feasibility study is investigating several aspects of
the use of biofuels such as technological, environmental, economic and
legislative ones, with particular attention to two different kinds of alternative
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raw material derived from biomass: recycled waste cooking oil and pure
vegetable oil from dedicated energy crops. .

Veneto Region aims to evaluate the potential areas that could be dedicated
to the production of biofuels and which are the impacts of a similar decision
in terms of effects on land use, as well as the total market opportunity for
collecting waste cooking oil.

Veneto Region will also conduct a series of consultations with key actors in
the area to identify obstacles, opportunities and to promote the initiative in
order to involve all potential stakeholders and actors in a short supply chain
perspective.
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2. National Market
Framework

Italy produced 470 million tonnes of biodiesel in 2007 (8% of EU
production, third country behind Germany and France). However, in
contradiction to what's happening in whole EU, production and
consumption of biodiesel in Italy is decreasing especially because of the
lack of clear and motivating laws and because of increasing prices of
vegetable olils.

As in whole EU, production capacity in Italy increased quickly, but on the
other hand consumption decreased even if national law obliged oil
producers to introduce a variable content of biofuels into the market.

This lack of consumption together with a growth in production capacity is
explainable with the fact that Italian biofuel producers found a big
opportunity in selling their production to other national governments that
respect EU guideline 30/2003.

In Italy are active 18 production plants (Fig. 1.1) specially allocated near
coasts to reduce transport costs, on Padana Plain (9 out of 18) where the
largest amount of oil seeds is produced.

Veneto Region is the second biggest producer of biodiesel (560°000 tonnes
of productivity capacity) behind Lombardia, and together with other two
regions, represent 55% of the total national biodiesel potential production.

However the big capacity doesn’t reflect productivity which is very low
(27°000 tonnes in 2007)

Fig. 1.1 — Italian biodiesel producers
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Pure Vegetable Oil has only recently (2006) been considered as biofuel
that could be benefited from taxes reduction, limited in practice the market
of this fuel.

Even if its use in engines for auto-motion is still so far away from taking off,
it is already considered as an important fuel for static engines to produce
electricity and heat.

Information from Italian GSE (manager of electric services) and Terna
(society responsible for electricity distribution), lead to the conclusion that in
Veneto Region in 2008 there were 119 working units (11% of national level)
and other 42 were in planning. Altogether, power generated from engines
that use biofuels was 0.67 MW (0.1 % of total power from renewable) and
corresponds on two different plants that utilize imported palm oil.

Future scenarios seem to be positive for the development of this kind of
renewable resources because, in base of GSE data, on 82 new plants are
projected, 21 will run with biofuels corresponding to 72% of total new power
installed.
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2.1. Existing legal framework

General overview

Energy production from renewable resources is supported at national
level without distinction on the kind of source of energy.

One of these is represented by “White certificates” adopted with
Ministerial Decrees in 2004 and 2007. These solutions where
addressed to the increment of energy efficiency, to the promotion of
renewable energies and energy saving from big energy producers and
distributors to final users and consumers.

Another big incentive to the production of energy from renewable
resources with particular attention to biomass is represented by Rural
Development Plan 2007-2013 which enclose different measures to
promote and sustain private initiatives towards  energy
production/energy saving in rural areas and farms.

Green Certificates (Certificati Verdi — CV) are one of the most
recognized and well known way of promoting renewable in Italy,
nevertheless just 30% of renewable energy production was sustained
by these kinds of incentives, especially represented by new sources of
energies (biomass, wind, solar ...) while “old” sources (big hydropower
plants...) are not.

Actually the market of Green Certificates is quite saturated with a
decrease of emissions since 2007 in relation to some weaknesses of
the market mainly represented by the fact that market seems to be too
concentrated on CV demand and on the fact that there are no clear
indications on how to manage surplus.

Precursors of Green Certificates were CIP6 subsidies (Comitato
Interministeriale Prezzi) that, in 2007 financed 374 energy plants,
mostly represented by renewable energies. Unfortunately just 18% of
these ones were effectively represented by renewables while the major
part was represented by assimilated energies (CRW)

In 2007, assimilated energy power from CIP6 was especially
concentrated in Tuscany and Sicily, while renewable energy power from
CIP6 was concentrated in Lombardia and Tuscany.

In any case CIP6 energy production is decreasing quickly because of
their rapid exhaustion prevented for 2010 and later on, for 2020.

In total, plants that are working with renewable resources at 2007 are
2300, especially represented by hydropower plants while biomass
plants represent 22% in number, 17,3% installed power and 24,9% total
production of energy and at the same time they represent the source
with the higher increase if compared to other kind of energies.

Biodiesel
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Biodiesel entered into Italian law since 1995 with the “Testo Unico delle
Accise — DL 504/95” and then it was modified by law n. 388 of 23"
December 2000 (budget law 2001). This last one scheduled that
biodiesel was exempted from excise taxes, with the limit of 300000
tons produced. This subject was then ruled by a new Decree of the
ltalian ministry of economy n?256, 25 ™ July 2003 which substituted the
previous Decree n° 219/98 and it indicated the modality and the
instructions for exemption of taxes on biodiesel: in particular it had to be
respected:

1. the annual maximum amount of biodiesel production on the basis of
the Economic Ministry;

2. it's possible to mix up biodiesel and normal diesel if it's respected
the fiscal regime and the annual maximum amount of biodiesel
(actually at 200’000 tons);

3. it's possible to commercialize biodiesel blended up to 5% on normal
fuel stations and up to 25% in an out of net distribution. This
commercialisation is subjected to the conformity of biodiesel to
specific peculiarities decided by a dedicated commission (CUNA);

4. producers who want to take advantage from exemption of taxes
must be conformed to UNI rules.

Decree n°128 of 30 ™ May 2005, receipted UE guideline n° 2003/30/CE
and decided that 1% an 2,5% presence of biodiesel had to be reached
before 31% December 2005 and the end of 2010. 200’000 tonnes of
biofuels in general were exempted of taxes, sketching out subsidies to
shift crops from food to energy purposes promoting grants to install
local production chains.

In addition to this, budget law 23" December 2006 n°266 defined that
income from energy production from renewable in agricultural sector
has to be considered as “agricultural income” and for this reason it will
have tax exemption .

Law nB81 of 11™ March 2006 established in 1% minimum the
percentage of biofuels to be introduced into distribution on the basis of
sold quantitative of previous year. This percentage should be improved
of 0,5%l/year to reach 5% 2010-2011.

Budget law 2007 (n°296/2006) clarified in 1% for 2006, 2% for 2007
and 5,75% (without bond) for 2010, allocating 73 million euro to support
fiscal exemption on biofuels. In addition, tax breaks on farmers income
will enclose also biofuels if mainly derived from farm territories. In
practice farmers that produce and use biofuels derived from material
produced inside the farm won't be subjected to additional taxes.

Late additional laws (n° 100 23" April 2008, n° 110 29™ April 2008)
decided respectively the type of sanctions for whom won't respect the
minimum introduction of biofuels and the modality of this introduction.

Pure Vegetable Oil (PVO)

8/19



On the other side, PVO was recognized as biofuel with Decree n°128
30™ May 2005, receipting UE guideline n°2003/30/CE. In truth it has
been charged of full taxes as fossil fuel till budget law 2007 (n°296 21 *
December 2007), when an exemption was included for maximum 1
million euro/year exclusively dedicated to auto-consumption oil.

Decree n26 2" February 2007 specified which kind of characteristics
had to be respected to benefit tax exemption:

1. vegetable oils not chemically modified used for energy
purposes;

2. vegetable oils (year 2007) used in greenhouses;
3. vegetable oils used in engines applied in farmers means;

Law n° 222 of 29™ November 2007 introduced a distinction between
farmers that utilizes oil in engines for mobility in farm uses (with a
maximum consumption of 5 tonnes per year) and farmers that use oil to
produce electricity: the first ones won't be subjected to additional taxes,
while the second ones will continue to pay for excises but they could
benefit of “green certificates”.

This law introduces also an important innovation which stressed the
potentiality of “green agricultural certificate” that should derive from
short supply chains (material within 70 Km).

2.2. Institutional framework

Principal institutions that are in charge of rules making at national level on
bioenergies, energy field in general and waste management cycle;

e Ministry council;

e Italian Ministry of Economic and Financial;

e Italian Ministry of Innovation and Technologies;

e Italian Ministry of Economica Development;

e Italian Ministry of Agriculture, Food and Forest;

e Italian Ministry of Environment, Landscape Protection and Sea
¢ Regional Council;

* Regional Counsdllors to Environment, Mobility, Agriculture, Economy
and Development;

2.3. Market actors

Stakeholders that will be involved during the feasibility study can be divided
into three different categories reflecting the subdivision of the study. In
particular, actors of this market belong to:

A — Suppliers (producers/collectors);
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B — Transformers (of fuel/of engines);
C — Final users (big/small/medium ones);
A 1 - Collectors

In the first big group are enclosed two different kinds of suppliers: from one
side the ones related with the agricultural sector and on the other side
stakeholders that are working with used cooking oil. To these last ones
belong first of all two big consortiums that are already in charge of
collecting different varieties of mineral (COOU) and vegetable wasted oils
(CONOE). This last one in particular is one of the most important actor that
IS going to be involved in consultation process. Together with these, there
is the VERITAS company which is the local company dedicated to rubbish
collection and that had already some experience in testing the collection of
waste oil near the city of Venice.

These ones represent the firms that will be involved in collecting waste oils,
but on the other side also producers of waste oil are going to be involved:
big producers form one side (restaurants, hotels, receptive structures in
general ...) and on little producers as privates and households.

A 2 — Producers

From the agricultural point of view, the important work of negotiation will be
held by some of the biggest association of farmers such as CIA,
Confagricoltura and Coldiretti .

Together with these associations other experimental farms will be involved
in developing the project and in collecting data and information.

Last but not least also the municipality of Venice and surrounding
communes will be involved to the collection of data on territories that should
be suitable for Biosire purposes.

B_1 — Transformers of fuel

Among this group there are several industries and firms that are actually
involved in transforming raw material in different kind of fuels. From one
side there will be medium size firms that are working on cleaning waste oil
and transforming it into biodiesel, while on the agricultural side there are
several little farmers that are able to transform directly seeds into pure
vegetable oil, making shorter the production chain.

B_1 — Transformers of engines

This group is represented by different kind of firms, especially of Austria
and Germany that have already the opportunity to transform/to adapt the
existing technologies in terms of engines. Some of these firms are already
selling new vehicles with warranty that are able to run with biofuels such as
PVO.

C - Final users

This group is represented by the potential users of the biofuels that the
study will point out as reachable for the area of Venice. On the basis of the
potential production, there will necessarily be a final user.
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Consumers in this case will be reached in different steps: from one side the
big public company (ACTV) which is responsible for in line transport, and
from the other side non in line transport which will include several kinds of
actors such as taxis, rental companies and similar vehicles that are
currently working on Venice area.

Related websites:
http://www.coou.it/
http://www.consorzioconoe.it/
http://www.gruppoveritas.it/
http://www.venicecharms.com/it
http://www.coldiretti.it/
http://www.cia.it/cia/
http://www.confagricoltura.it/

www.comune.venezia.it/

3. Consultation key actors

3.1. Consultation process

Local working group is composed of Veneto Region, Veneto Agricoltura
and other important actors that are going to be involved into three different
groups of participants in relation to the different areas of the feasibility
study.

Several local working groups with round tables and meeting are planned
with stakeholders considered in par. 2.3 to better understand the situation
and identify possible solutions and projected actions.

These meetings will be held both together with some more than one
representative of stakeholders and also individually, to meet half way
interests and difficulties of special actors.

All meetings will help in defining strategies and actions to be implemented
in the area of Venice to follow principles of Biosire project.

Together with these individual meetings and round tables, three different
Local Workshops with different aims are planned:

1% LWS is dedicated to the presentation of the Biosire project also to
general public, consolidating relations with some of the stakeholders
mentioned above in par. 2.3, with particular referees to public transport
operators in lagoon area.

2" LWS is dedicated to the presentation of the way of functioning of the
entire production chain from the raw material to final use into engines, to
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show what engineers are already able to produce and how biofuels could
not be anymore considered as something of unbelievable.

3 LWS, further on, is dedicated to the presentation of results from the
feasibility study in which several different considerations will be made on
economic, environmental, engineering aspects, with particular attention to
the potential inducted local economy.

1% LWS

Regarding to the First Local Workshop, it was held on 7" February during
the international fair of Verona “Fieragricola” in the section dedicated to bio
energies “Bioenergy expo 2010” (http://www.bioenergyweb.it/index.asp).
During the workshop Biosire project was presented to the public and a first
interesting discussion between some of the stakeholders representing the
downstream supply chain, put the evidence on some fiscal problems
related to the use of bio fuels that will be fully considered into the feasibility
study. Discussion was furthermore dedicated to have an overview of
concrete case studies in which vegetable oil is used as bio fuel and also to
present the different step of the study.

Some important considerations were made by speakers of the public
transport company on the use of biofuel in big boats that will strongly took
in consideration during the feasibility study.

3.2. Results from consultation

First local workshop lead to three big themes that have necessarily to be
underlined and delved to better prepare the shift towards biofuels, as
Biosire project requests. These themes are mainly related to economic,
logistic and mechanical aspects.

The economic doubt is related to the effective cost of biofuel to the pump:
the truth is that for the moment in Italy there are almost no taxes on biofuels
such as PVO or Biodiesl, while on fossil fuels taxed are imposed for more
than 70% of their total cost. This means that in case of additional taxes on
biofuels, these ones will be probably out of the market reaching prices that
should be higher than fossil fuels in the reason of 50-100%.

The logistic doubt is instead related with a consideration on the area in
which the project wants to work: Venice lagoon and its nearness are very
fragile from both the point of view of environment and landscape heritage.
This means that modifying horizon and landscape architecture of Venice it
will be quite difficult. For this reason it’'s realistic to think about the possible
allocation of pump/distribution facilities for this new fuel. Concretely it will
be necessary to find new spaces to support the actual distribution that will
probably remain essential.

The mechanical doubt is related to the fact that some of the biofuels
considered in the feasibility study (PVO in particular) have never been
utilized in such a marine context and for this reason some doubts are still
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open on the reliability of the fuel. Some particular doubts were related to
the particular use of engines in boats that slow down their speed by forcing
engines in working in opposite regimes every few minutes, especially the
ones of in line transport.

Another important consideration was on the effective sustainability of these
fuels: a particular attention was carried out on the energy balance of
biodiesel production which seems not to be clearly positive because of the
great use of energy for its production. On the contrary PVO are considered
much more cheaper in terms of use of energy with a considerably high
positive energy balance: also for this reason they should prefer PVO to
biodiesel, especially if the general aim of the project is to reach an
environmental friendly and sustainable management of mobility.
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4. Market Transformation
Strategy

4.1. Field of application

As mentioned before, the specific target of the feasibility study is the area
of Venice and its surrounding including the lagoon area with particular
attention to the marine engines. In this way, the study focuses on marine
use of biofuels in engines that should work with both kinds of fuels: fossil
and vegetable ones. A special interest will be underlined on ships and
boats that are working for “in line” transportation inside the area of the city
of Venice and also of “not in line” transportation, including taxis and rental
boats of different dimensions.

The main fuel, which project considers, is biodiesel from waste cooking oil
from the area of Venice, but in any case a great interest will be held on
Pure Vegetable Oil (PVO) because of its low necessity in terms of use of
energy for its production and because of its great potentiality to create
some local economies.

4.2. Policy approaches

For sure the principal interest of public administrator is to promote initiatives
that are environmental friendly, in accordance with European Union rules.
EU indeed is focusing a lot of attention of renewable energies and climate
change topics, which are inevitably strictly related: supporting renewable
means necessarily to support a carbon free economy and mobility.

Policy in particular should improve the effectiveness of initiatives such as
what Biosire project is promoting, using law, subsidies and advertise to
form and inform people.

First prerogative of policy in this case should definitively be forming and
informing common people on the best behaviour to limit own impact on
environment. Once people is completely aware of problems that a wrong
behaviour should produce, then it will be easier to promote alternative
mobility or alternative kind of energies.

In Venice and Venice lagoon, this should be improved and make stronger
because of the massive presence of tourist during the whole year. It will
mean that each citizen will be more and more aware of its responsibilities
towards tourist and towards the big stage that Venice represents at
planetary level.
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4.3. Legal and financial issues

Money will continue to represent the most easy way to give the idea of the
importance of behaviours and actions. For this reason promoting and
supporting these initiatives from an economical point of view will be
necessary not to let them fall down as inadequate or impossible to reach in
a reasonable time.

For sure, one of the most important things will be to clarify and find a
solution to make sure that government will guarantee the exemption of
taxes on biofuels: without this premise the spreading of similar initiatives
will be lead on the singular sensibility, which are not necessarily
corresponding to the public wish.

Remaining in the economical area, another important solution will be
represented by a more strict regulation on restrictions for marine means
that are equipped with old engines working with fossil fuels, to add a new
kind of competition among competitors, who are going to battle to have the
cleanest and greenest fleet to offer to their clients.
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5. Planning of next phase
5.1. Tasks

Next steps of the work, as mentioned in part 3.1 are:

Activation of local working groups and round tables with key actors of:
- Other public transport companies (in line) and associations of taxis;
- Associations of farmers;
- Associations of waste oil recycle;
- Oil transformation industries;
- Oil producers (PVO from mills) and biodiesel producers;
- Companies that supply for modifying engines;

Organization of individual meetings with several potential stakeholders in
the project with particular attention to politicians and local administrators to
put them working together and form a stable step to work with in different
actions;

Collecting data and information on the potentiality of the local market for
biofuels on the basis of consultation process with stakeholders;

Organization of the feasibility study using collected data and information
and links between different stakeholders;

Organization of the next two Local Workshops one for the demonstration of
the validity of the project and one for the presentation of the general
overview of results achieved with the feasibility study.

- The first one will be held in Caorle (VE). It will be a demo
day opened to the general public, but invitations will be mostly
addressed to administrators and to media to give great redundancy
to the event;

- The second event will be more demonstrative with a
principal aim of disseminating the experience of the study. It will be
probably hosted in an institutional site in Venice. Several politicians
will be invited, together with operators and stakeholders involved
during the whole consultation process;

An important work will be dedicated to effort and better understand how to
overcome — together with political stakeholders — financial problems such
as the question of tax exemption and problems with the law in force.
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5.2. Roles and responsibilities

Roles in the different actions will be as follows:

Regione Veneto as partner of the project will evaluate and coordinate the
different phases of the feasibility study which will be done and developed
by the subcontractor Veneto Agricoltura.

The last one will be responsible for the management and organization of
Local Workshops and local working groups, with the general support and
supervision of Regione Veneto.

Single meetings and round tables with potential stakeholders to be involved
into the project will be contacted by Veneto Region that will care about
giving information and collecting data that will came out from the meetings
to the conducers of the feasibility study.

Local stakeholders belonging to the three different areas of the study
mentioned before will have the possibility to cooperate into the project
giving information and data that will become suitable to develop and correct
an economic model of implementing the shift towards biofuels.
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5.3.  Timing of activities

The Market Transformation phase has the following time plan:

WP 3: Implementation 13 14 |15 (16 |17 (18 |19 |20 (21 |22 |23 |24 |25

Sept |Oct |[Nov |Dec |Jan |Feb | Mar | Apr |May [Jun |Jul |Aug | Sept

3.2 Market Transformation
(Veneto and Croatia)

3.2.1 - 3.2.5 Analysis

3.2.6 Local working group
meetings

3.2.6 Local consultation
workshops (LWS)

3.2.7 Promotion to final
users

3.2.8 Roadmap for
Changing behaviour

18/19



Annex 1
Program 1% LWS
Verona Fair, 07/02/2010 (PDF)
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