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Objectives

Define multiple conformity, recognize its necessity and distinguish it from
double accounting

Look into the specific needs of multiple conformity related to ISCC EU and
ISCC CORSIA

Show how a consolidated mass balance can be used for managing

materials that conform to multiple programs
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Valero and Diamond Green Diesel

Valero and Diamond Green Diesel participate in all aspects of the sustainable
fuels supply chain

Valero Grain Marketing Valero Marketing and Supply Valero Energy Ltd
- First gathering point, EU : 'cl;rggesr I'\&Vith storage and collecting point, - Trader with storage, EU
- First gathering point, Plus _ Valero Energy (Ireland) Ltd
- Trader with storage, CORSIA )
_ - Trader with storage and proof
- 3 Trader with storage, EU of compliance trader, EU
- 3 Trader with storage, Plus Valero Enerqgy Inc
- Trader with storage, CORSIA

Valero Renewable Fuels
- 3 Ethanol plants, EU

Diamond Green Diesel
- HEFA, HVO and trader with storage, EU

- 4 Ethanol plants, Plus - HEFA, HVO and trader with storage, Plus Valero Energy Ltd
- HVO and trader with storage, EU - Co-processing plant, EU
S - HVO and trader with storage, Plus Valero Refining-Texas L.P.
8 - HEFA, CORSIA - Co-processing plant, EU

. Valero and DGD hold a combined 27 ISCC certifications /\’/Valerd



Mass Balancing of Sustainable Fuels

Mass Balance systems must accommodate competing and stacked regulatory programs

- Competing programs: Sustainable fuels are eligible for sale in multiple markets that are
regionally separated

— E.g. ISCC-EU certified products may be eligible for sale in California under LCFS

— Mass balance systems must recognize sales into competing markets in order to avoid double
accounting

« Stacked programs: Multiple obligations apply to fuel delivered into a given market
— Examples:

» Federal and state overlap: US EPA Renewable Fuel Standard and CA-LCFS
» Sector specific and Federal regulations: CORSIA and Canada CFR
— Fuels sold into these markets need to be recognized by all applicable sustainability programs

« Mass balances require that enough physical stock is present to cover book inventory
— This rule forces recognition of competing programs

1 Mass balances for separate programs are not mutually exclusive /w Valero



Stacked and Competing Markets

Competing markets
will not generate
multiple obligations or
credits for the same
fuel

Stacked programs within

the same market will
recognize multiple obligations

and credits generations

Global / Sector
Specific National/EU State/Provincial
California Low Carbon Emissions Standard
Oregon Clean Fuels Program
& US Renewable Fuels Standard
8 Washington Clean Fuel Standard
New Mexico Clean Transportation Fuel Program

o Alberta Renewable Fuel Standard

crs CORSIA " :

3 , British Columbia Low Carbon Fuel Standard

c Canada Clean Fuels Regulations - :

S Ontario Cleaner Transportation Fuel
- Quebec low carbon intensity requirement
o EU Renewable Energy Directive or ReFuel EU

< UK Renewable Transport Fuel Obligation or SAF Mandate

IMO




Recognizing Multiple Conformity

« Multiple Conformity: the recognition that a given material is
allowed for use in multiple sustainable fuel programs:

— These programs may be stacked or competing

— Approvals usually granted by unrelated governing bodies

« E.g. HVO has RED Il conformity recognized by ISCC, and CA-LCFS conformity
recognized by CARB

« Multiple conformity has always existed from the beginning of
mass balance schemes:
— Complexity will continue to grow as new programs are brought online

— Economic operators will require more sophisticated tracking tools to
manage materials while balancing flexibility with compliance requirements

— The concept is more familiar to North American operators who are used to
having state/provincial obligations in additional to national obligations

. Multiple conformity is required where obligations are stacked /"/V3|EI"O®



Multiple Conformity is not Double Accounting

 Double-Accounting: “... assigning environmental attributes to more than one
volume of product, or using them to satisfy multiple obligations or benefit from
more than one renewable incentive scheme.”

— This definition does not account for stacked obligations within the same market

Double-Accounting




Multiple Conformity is Required by Operation

Multiple conformity is required for production processes that make several co-products

« Example: SAF produced to meet CORSIA obligations
— Non-SAF co-products will need certifications from other programs to realize their value
— Therefore the feedstocks will require multiple conformity

] | > ISCC Plus
HVO Naphtha Chemical Processor
””””” -ISCC Plus
| > ReFuel EU Market
HEFA-SAF CORSIA Obligated
-ISCC EU and Airline
| CORSIA
: : HEFA Process
Used Cooking Oil >
J ISCC EU and ~ , EU Fuels
ISCC EU and ISCC CORSIA HVO Diesel Market
ISCC CORSIA 1SCC EU

: A Valero



Sustainable Aviation Fuel in the EU

« Jet fuel supplied to the EU will create a
blend obligation under ReFuel EU and

credit obligation under CORSIA or EU ETS SAF - 100 tonnes
* In this stacked market, SAF must be Importer retires the Airline looking
similarly recognized for meeting the ReFuel EU PoS, reports the to meet EU ETS
EU blend mandate and also providing credit ReFuel EU credits retires EU PoC
toward CORSIA or EU ETS and forwards either and claims
a CORSIA PoS or an credits

(0]

CORSIA

A
]
SAF - 100 tonnes

International airline

Producer ships SAF looking to meet
having EU and CORSIA retires the
CORSIA conformity PoS and claims

credits
9




Preparing for Upcoming ISCC Guidance

ISCC is expected to release guidance for managing EU and CORSIA dual conformity

« Consider how recordkeeping and mass balances will need to change
— Mass Balances may need to be consolidated or reworked to accommodate program overlap

— Sales of dual conforming SAF product or feedstocks will impact the inventory results for multiple
programs

« Develop internal checks and balances to ensure integrity of mass balances
* Provide for system expansion to recognize additional future programs, such as the IMO

« Understand the needs of your customers and suppliers
— Send only the attributes that your customers are certified to use
— Balances must show a reduction of attributes that apply to the consignment of shipped materials

 Work with certification bodies to ensure new certificates and scopes are obtained
« Consider how the changes will affect integration with the Union Database (UDB)

Mass Balance processes must remain flexible without introducing

10 risk of non-compliance X-Valero



Implementation of a Consolidated Balance (Before)

Scenario:

An HVO producer can hold certifications into _
over a dozen markets/programs C[;)ar]tq;ql;r:frljl " /ccounting Database

Over 150 combinations of environmental

attributes are needed to describe the eligible
materials:
-

— Raw material type x Country of Origin x Eligible
Programs Other Sustainable
Fuel Program

Workbooks

ISCC-EU
Complexity of balancing materials across these Workbooks [

markets is infeasible using spreadsheets alone

Off-the-shelf products for managing this level of
complexity at the enterprise level do not exist

Other
Declarations

Managing the balance of sustainable fuels over multiple
1 markets requires advanced tracking processes /"/Va|Ef0®



Implementation of a Consolidated Balance (Today)

Commercial :
Data Entry [t Accounting Database

Consolidated Mass Balance Solution:

« |SCC should allow participants to
develop consolidated mass balance

solutions
X Considerations for preventing double
ISCC PoS / accounting:
SDs
Consolidated Mass * Linked to accounting data

Other

Declarations Balance

« Consolidated tracking of environmental
attributes for all sustainable programs

/ % e Common data source

Other Sustainable « Automated connectivity of programs
Workbook Fuel Program
s Workbooks /\’/Valerd

Other user
inputs

12




Tracking Through a Consolidated Balance

Unique Key Feedstock Multiple Conformity
. . ISCC ]
Plant Ll S Material Feedstock | CFR Certified| ISCC Certified | CORSIA | Country of SD Number |Discharge - Actual
Batch Identifier Certified Origin Quantity
Type

Texas 121898 1234567 uco uco Y EU 1SCC USA SD-UC0-00123 1,000 LB

Feedstock Consumption
Material Unique . Source . . CORSIA | Country of )

Plant Batch Identifier Material Batch CFR Certified | ISCC Certified Certified R SD Number Consumption (LB)

Texas 121898 1234567 uco N/A Y EU 1SCC USA SD-UCO-00123 -1,000
Fuel Production

Material Unique . Source " . CORSIA | Country of Source SD )

Plant Batch Identifier Material Batch | CTR Certified| ISCC Certified | ¢ 4ified Origin Number Production (UG6)

DGP1 127623 1234567 HEFA-SPK 121898 Y EU IsCC USA SD-UCO-00123 40.0

DGP1 127624 1234567 R-NAPHTHA 121898 Y EU N USA SD-UCO0-00123 12.0

DGP1 127625 1234567 R-DIESEL 121898 Y EU N USA SD-UC0O-00123 60.0
Fuels Sales

Batch
Trade ISCC Trade CFR . Batch CFR Batch ISCC CORSIA Assigned Batch
e Certification | Certification e CORSIA Certification | Certification Certified co;:_‘i;?:‘(’f S Qty (UG6)
DGP1 EU-ISCC EU N-No HEFA-SPK N-NO Y EU 1SCC USA PoS-SPK-00456 35.0
Certifications Provided with Sale Certifications Removed from Inventory ’ .
1 Valero




Questions and Answers

. A Valero
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