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INTRODUCTION

The EU's focus on economic growth and the competitiveness of its businesses is essential
for long-term prosperity. Aviation plays a crucial role in this — data shows that a 10%
increase in air connectivity boosts GDP by 0.5%. However, to maximise this potential,
regulatory costs and burdens must be reduced to lower the cost of doing business,
ensuring that aviation remains a driver of growth and a competitiveness enabler.

In February 2025, five leading aviation associations forming the Destination 2050 alliance
presented an updated roadmap charting a scenario for aviation to reach net-zero by
2050 whereby:

> Sustainable Aviation Fuel (SAF) accounts for up to 56% of aviation’s pathway,

» New aircraft and engine technologies account for 27%,

» The rest constitutes a mix of ATM optimisation, aircraft operations and economic
measures.

Low carbon electricity will play a key role in this endeavour, whether to produce low
carbon fuels, such as hydrogen (to be used either as a direct fuel, or as a feedstock for
e-SAF) or to supply clean energy for charging points for batteries for hybrid or full
electric propulsion. Both solutions are needed in the short term, especially for regional
air transport, where new aircraft technologies will become available and economically
viable first. It is therefore essential that the Sustainable Transport Investment Plan
(STIP) focuses on supporting the deployment of direct electrification, with a key focus
on charging infrastructure and indirect electrification, with SAF, e-SAF, and hydrogen
as fuels along with the development of their complete value chains.

Policies must be designed to re-establish a level playing field to prevent business
diversion to non-EU competitors and to mitigate carbon leakage. This includes refining
the approach to achieving Net-Zero emissions—an objective the aviation

industry fully supports.
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However, achieving this target efficiently requires a smarter regulatory framework that
balances sustainability goals with economic and competitive realities. The current
design of the Fit for 55 package for aviation falls short of its objectives, as it drives up
demand for SAF without the required measures to ensure sufficient supply. To meet the
SAF needs of airlines, the EU must facilitate easier access to the global SAF market,
including through mechanisms such as a Book & Claim system, while maintaining the
integrity of the EUETS, alongside an ambitious plan to boost SAF production. This is where
the EU STIP becomes a critical instrument in aligning regulatory measures with both, the
sector’s environmental ambitions and its long-term competitiveness.

Major fuel suppliers are increasingly pulling out of the renewable fuels market and
redirecting their investments toward fossil fuels. The EU must act now to counter this
alarming trend. The STIP must be the turning point - the EU’s chance to make or break
the success of the ReFuelEU Aviation Regulation. Without urgent action to build a
functioning SAF market, the EU will struggle to ensure the necessary supply to meet its
own SAF targets. While the early stages of the ReFuelEU Aviation quota — though costly
— appear technically achievable, the sharp increase from 6% in 2030 to 20% in 2035
brings about a significant risk. It remains unclear whether enough SAF will be available
by then, and if so, at what cost. The e-SAF sub-mandate is of particular concern as this
type of fuel is produced in extremely limited volumes, at only a few facilities worldwide.

More broadly, it is becoming increasingly evident that reaching the ReFuelEU Aviation
targets will place a heavy financial burden on the EU aviation sector. The Draghi Report
on European Competitiveness estimates that the cost of decarbonising aviation could
reach €61 billion annually between 2031 and 2050. This threatens to erode the global
competitiveness of EU airlines at a time when they are already under pressure.

The Alliance for Zero-Emission Aviation’s vision document highlights electricity and
hydrogen propulsion as key contributors to decarbonising regional air transport,
particularly as direct fuels. At the same time, the high marginal costs of biofuels and HEFA
SAF — coupled with limited biogenic feedstocks — underscore the growing importance
of e-SAF. This makes the availability of low-carbon, low-cost hydrogen critical.

Recent decisions to delay the entry into service of new hydrogen-powered aircraft due
to slow progress in hydrogen production and refuelling infrastructure investment sent a
clear signal: much more needs to be done to accelerate this transition.

While the Hydrogen Mechanism under the Clean Industrial Deal will support hydrogen
production, it is essential that the STIP also facilitates hydrogen uptake in aviation. This
includes support for airport refuelling infrastructure, hydrogen transport and storage,
and the production of e-SAF.




Europe has all the ingredients to lead in sustainable and competitive air transport
globally. A bold and forward-looking investment plan could position the EU at the
forefront of clean aviation technologies and SAF development. It is therefore vital that the
forthcoming STIP combines a robust investment strategy — mobilising both public and
private capital — with a clear political commitment to finance low-carbon fuels,
including SAF, e-SAF, hydrogen refuelling, and fast electric charging infrastructure at
airports.

The Sustainable Transport Investment Plan must mark a new chapter in EU climate policy
— one that empowers the European aviation sector to succeed in the energy transition
and reinforce its competitiveness rather than placing its future viability at risk.

Strategy and financing - SAF Industrial Policy Priorities for STIP

Improving access to SAF

Without accelerating the availability of affordable SAF, our sector’s net-zero goal cannot
be achieved. The current EU regulatory framework is insufficient to bridge the substantial
price gap between conventional kerosene and SAF, and to ramp up its production. The
new Sustainable Transport Investment Plan needs to enable a significant increase in SAF
supply to reduce costs.

Revenue from sustainability instruments, like the EU ETS, should be dedicated to scaling
up SAF production. Any decarbonisation support mechanism must ensure that benefits
are fairly returned to the operators covered by the scheme, in proportion to their financial
contributions. Special funding shall be reserved for emerging SAF technologies that can
produce SAF at or close to the price of kerosene.

Accelerating Aviation Technology Innovation as a Strategic
Industrial Priority

A broad, forward-looking push for aviation technology innovation — encompassing
hydrogen, electric and hybrid propulsion, advanced air traffic management (ATM)
modernisation, and accelerated fleet renewal — is essential to drive the sector’s long-
term decarbonisation. Realising these breakthroughs will require scaled-up public and
private investment and a stable regulatory framework that provides long-term certainty
for innovators, including formally incorporating these into the EU’s Aviation Strategy. The
STIP should nurture Europe’s innovation ecosystem by linking pioneering R&D initiatives
(e.g. Clean Aviation and SESAR) with industry and ensuring that certification authorities
such as EASA are fully resourced to swiftly approve game-changing technologies.
Investing now in enabling infrastructure — from hydrogen refuelling and electric charging
at airports to digital ATM systems — will further ensure these innovations can scale,
positioning the EU as a global leader in sustainable aviation.




Preparing for the Next Generation of Aircraft: Battery Charging and
Hydrogen Refuelling Infrastructure in STIP

Electrification—whether direct or indirect—is essential for the sustainable future of air
transport. Alongside a robust SAF strategy, there is an urgent need to support the
deployment of aircraft powered by alternative propulsion systems, such as hydrogen,
hybrid-electric, and battery-electric technologies.

While SAF will play a central role in reducing CO. emissions, electric aircraft—whether
battery-powered or hydrogen fuel cell-powered—offer the additional benefit of
mitigating both CO. and non-CO: climate impacts. For these benefits to materialise,
airport infrastructure needs to be prepared, including hydrogen refuelling and high-
capacity battery charging.

Importantly, investment in battery charging and hydrogen refuelling infrastructure at
airports has a valuable multimodal dimension. These facilities can also serve other
transport modes such as road and maritime (in the case of hydrogen), creating
synergies and increasing the return on investment. For example, fast-charging systems
for electric aircraft rely on standards and power levels similar to those used for electric
cars and trucks. Likewise, hydrogen refuelling infrastructure at airports—meeting the
same purity standards—can support fuel cell vehicles and other applications, with larger
aircraft and heavy-duty vehicles potentially requiring liquefied hydrogen.

In line with the Clean Industrial Deal communication, the successful rollout of this
infrastructure will require a clear and coordinated deployment strategy, with defined
timelines and geographic priorities. Investing at the right time and in the right locations
will be key to maximising impact and enabling the transition to zero-emission aviation.

Ensure long-term bankability and operational viability of SAF
projects

SAF investments must be bankable and provide sufficient certainty to attract private
capital. This requires stable, predictable conditions over time, including access to long-
term offtake agreements. In parallel, de-risking capital expenditure (capex)
investments is essential to lower the financial barriers for SAF producers and to
encourage investors to enter the market.

However, for STIP to effectively accelerate the deployment of SAF, it must go beyond
simply funding early-stage projects or supporting startup capex. The transition to low-
carbon aviation hinges not only on the ability to launch new SAF facilities but also on
ensuring their long-term operational viability. This includes sustained support across
the full project lifecycle, particularly during the operational phase when ongoing costs—
such as feedstock procurement and energy use—can significantly impact financial
performance.




To address this, operational expenditure (opex) support must be considered to help
bridge the green premium gap between SAF and conventional jet fuel. Without such
support, the cost differential will continue to hinder widespread adoption.

In this context, there is an opportunity to better leverage existing EU-level financial
instruments. An option is combining European Investment Bank (EIB) performance
guarantees with InvestEU blending finance. Performance guarantees — where lenders
are compensated if specific production or emissions targets are not met — can act as a
powerful tool to reduce investment risk. When such guarantees are integrated into
InvestEU structures, which blend EU grants with private finance or loans, they can create
a robust risk-sharing framework that unlocks capital for SAF production. This
combination can give confidence not only to producers but also to off-takers such as
airlines, enabling the entire ecosystem to scale with reduced exposure to financial
volatility.

However, it is important to underline that EIB loans alone will not suffice. These
instruments must ultimately be repaid, and in a macroeconomic context shaped by
volatile interest rates, they are becoming less attractive. To truly make a difference, STIP
must look beyond debt - only solutions and provide a mix of hon-repayable support,
public guarantees, and innovative financing tools that lower risk while enhancing
investor returns. Only then can the SAF market attract the scale of capital required to
deliver on Europe’s climate ambitions.

Focused investment support for new SAF facilities

The European Commission must act now to support the development of new SAF
production plants, mirroring the approach taken for hydrogen investments. Early-stage
financial support and risk-sharing mechanisms are essential to kick-start the SAF
market. The precedent set by the Commission’s investment in hydrogen infrastructure
demonstrates the effectiveness of targeted funding and strategic policy support in
fostering emerging clean energy industries. A similar approach for SAF would help bridge
the investment gap, de-risk private sector participation, and accelerate the deployment
of advanced production technologies. Key actions should include direct financial
support through EU funding mechanisms, such as the Innovation Fund and InvestEU,
as well as public-private partnerships. Without immediate and coordinated
intervention, the EU risks lagging behind other global regions in SAF production capacity,
jeopardizing both its climate goals and the competitiveness of the European aviation
sector. The Commission’s proactive leadership in this space is crucial to achieving a
sustainable and resilient future for air transport.




Mobilising Investment for SAF: A Balanced Public-Private Approach

in STIP

As highlighted in the ICF Study on an EU industrial policy for SAF', STIP must create a level
playing field for European producers and drive investment into the technologies needed
to scale the industry. Importantly, this should not rely excessively on taxpayer funding.
Instead, smart public-private risk-sharing mechanisms are essential to reduce risks
for first-of-a-kind projects. Innovative financing tools—such as Contracts for Difference
(CfDs)—can demonstrate that many developers are willing to trade risk for price
certainty, ultimately lowering costs for customers, taxpayers, and accelerating SAF
deployment.

To bring projects to Final Investment Decision (FID), it is vital that STIP mobilises not only
public funds, but also private capital from the EIB, venture capital firms, private banks,
and other institutional investors.

The EU already has a proven model of this type of cooperation. The European Innovation
council (EIC) Accelerator programme has successfully financed over 700 projects.
Selected projects receive €2.5 million in grant funding from Horizon Europe, followed by
due diligence and term sheet validation by the EIB, which unlocks up to €15 million in
private investment. The EIC board, which includes Commission representation, also
supports further financing rounds by facilitating matchmaking between EIC-funded
companies and investors.

STIP should draw inspiration from this model—keeping public expenditure at necessary
and proportionate levels while unlocking the full potential of public-private cooperation.

To be successful, STIP must be backed by strong and clear political commitment. It
should support the long-term implementation of the ReFuelEU Aviation Regulation and
Alternative Fuels Infrastructure Regulation objectives, including the deployment of fast-
charging and hydrogen refuelling infrastructure. This will give the market the confidence
and visibility needed to invest in SAF, electric charging, and hydrogen technologies—key
pillars of Europe’s clean aviation future.

Improving EU ETS reinvestment and allocation mechanisms

We acknowledge and support the initiative to provide 20 million SAF allowances for
airlines within the EU ETS, as outlined in the delegated regulation on Fuels Eligible for ETS
Support (FEETS). However, the allocation of just 20 million certificates within a limited
timeframe can only offer short-term relief at best.

Additionally, the proposed price calculation method, based on neat SAF prices, does not
reflect the actual costs airlines pay, which also include supplier margins, blending fees,

1 https://www.aci-
europe.org/downloads/resources/EU Industial Strategy SAF Report A4E ACI ARC ASD ERA GAMA January%202025.pdf
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logistics, and more. The current text treats FEETs as an incentive for suppliers, although
this should be an incentive for airlines.

The following actions must be taken by the Commission:

« Extend and increase the allocation of ETS SAF allowances to provide long-term
support beyond the current framework.

« Establish multi-year SAF and electricity provision for electric aircraft allowance
auctions, aligned with long-term SAF purchase agreements, to create bankable
agreements that increase investment attractiveness.

» Stabilise carbon pricing mechanisms to enhance investor confidence in SAF
projects.

e Recycle ETS revenues into SAF funding, following examples such as Germany’s
April 2025 codalition agreement plan to reinvest 50% of ETS revenues in SAF.

« Member States must be mobilised to contribute, considering that currently funds
are being diverted to rearmament.

Revise ETS Innovation Fund criteria to ensure that more SAF projects
receive funding

The ETS Innovation Fund application process must become more accessible and
tailored to the needs of SAF production — its criteria must be revised to ensure that a
greater number of SAF projects can successfully secure funding. Currently, the criteria
and application process may not be sufficiently aligned with the specific needs of SAF
production, creating barriers for project developers and investors.

To enhance accessibility and effectiveness, the Commission should adapt the eligibility
framework to better reflect the capital-intensive and long-term nature of SAF production.
This includes refining evaluation metrics to prioritise lifecycle emissions reductions,
scalability potential, and alignment with EU climate goals. Additionally, the application
process should be streamlined to reduce administrative complexity and encourage
broader participation from SAF developers.

A dedicated SAF funding window within the Innovation Fund, coupled with increased
financial allocations and added points for projects concerning production of advanced
biofuels and e-fuels, would provide targeted support. Moreover, earmarking EU funds
and providing direct funding from instruments such as ETS Innovation Fund, Horizon
Europe, InvestEU for SAF production can further amplify investment flows and accelerate
SAF deployment at scale as EIB loans will not suffice for this purpose.
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Measures for accelerating the SAF production and uptake in
the EU

Ensuring feedstock access for aviation

As a hard-to-abate sector with limited decarbonisation alternatives, aviation must be
prioritised in the allocation of sustainable feedstocks under the STIP. Ensuring adequate
access to key resources—particularly biogenic and renewable inputs—is essential to
scale up SAF production and meet ambitious climate targets.

1. Access to competitively priced renewable electricity

Electricity is a critical input for the production of e-SAF. However, the high cost of
renewable electricity in the EU—particularly compared to other regions—continues to act
as a major barrier to scaling up. STIP must guarantee access to affordable, long-term
renewable electricity contracts for SAF producers, particularly for hydrogen electrolysis
and CO: capture. Without intervention, Europe risks falling behind in developing an e-SAF
industry that is both globally competitive and that would create various new jobs in the
EU internal market.

2. Prioritisation of biogenic waste for SAF

STIP must support the prioritisation of biogenic waste feedstocks for SAF rather than
diverting them to lower-value uses such as incineration. These feedstocks are finite and
should be channelled towards the highest climate mitigation potential. Establishing clear
prioritisation rules across sectors—backed by life-cycle emission data—can help direct
waste materials toward the most effective decarbonisation use cases, with aviation at
the top of the list.




3. Clarity and stability for re-used fossil CO,

Regulatory clarity and certainty are needed for SAF projects planning to use re-used
fossil CO.. In particular, the eligibility of these feedstocks—currently time-limited under
RED Il until 2041—should be extended to ensure investor confidence and unlock early-
stage financing for projects that reach final investment decision (FID) and begin
operations well before 2041. This would offer investors the long-term confidence needed
to back SAF projects that rely on these inputs and help avoid bottlenecks in future supply
chains.

Together, these measures will ensure that aviation receives its fair share of sustainable
resources, and that feedstock strategies under STIP are aligned with Europe’s broader
decarbonisation objectives.

A technology-neutral approach: biofuels, advanced biofuels and e-
SAF

Europe’s SAF strategy must avoid a narrow focus on any single technology. While e-SAF
is essential for long-term decarbonisation, mature and deployable solutions like HEFA
fuels and promising innovations like methanol-to-jet must also be supported in parallel.

1. HEFA: Today’s only scalable SAF

e-SAF is expected to play a key role in the long-term decarbonisation of aviation,
however it is essential that STIP does not focus solely on it at the expense of more mature
solutions. Biofuels, such as HEFA, remain the most commercially viable SAF pathway
available today. Despite their high costs, biofuels are deployable now and provide a
crucial stepping stone to a broader SAF market. STIP must therefore ensure that its
investment strategy includes dedicated support for biofuels development and uptake.

This includes ensuring that the FEETS mechanism explicitly covers biofuels. A narrow
focus on e-SAF risks undermining investment in near-term solutions and weakening the
sector’s ability to meet short- and medium-term decarbonisation targets.

Policy must send a strong message that HEFA fuels receive the continued support they
deserve. Airlines cannot scale up their SAF usage without parallel efforts to bring down
production costs. The high green premium attached to SAF makes it extremely difficult
to finance the transition without sustained public intervention, both at the EU and
national level. The goal must be to gradually reduce these costs, through innovation,
scaling effects, and the right policy mix. STIP must support cost-reduction efforts through
public-private partnerships and innovation funding coming from various EU funds
(InvestEU, Horizon Europe, European Innovation Council, ETS Innovation Fund).




2. Advanced biofuels: unlocking innovation and commercialisation

Advanced biofuels derived from Annex IX Part A feedstocks under the Renewable
Energy Directive (RED Ill) offer a critical opportunity for long-term aviation
decarbonisation. These fuels can leverage sustainable and widely available waste and
residue streams—such as agricultural residues, woody biomass, municipal solid waste
(MSW), and even industrial off-gases—but face steep hurdles to commercial
deployment. High capex, operational complexity, and exposure to volatile markets have
so far limited their scale-up in the EU.

To bridge this gap, the STIP must move beyond demonstration and actively support full-
scale deployment. A comprehensive EU strategy for advanced biofuels should be based
on three pillars: technology flexibility, commercial viability, and investment certainty.

a. Aflexible, scalable technological base

Innovative conversion routes such as methanol-to-jet (MtJ) and ethanol-to-jet (EtJ)
offer high potential for scalability and cost reduction. These technologies allow for:

« Flexible sourcing: Feedstock-agnostic platforms can process a broad range of
sustainable inputs—including waste sugars, low-carbon ethanol, syngas, or
biogenic CO.—allowing regional production to be tailored to local resource
availability,

« High product selectivity and efficiency: Advanced catalytic processes can
achieve up to 90% selectivity toward jet fuel and carbon efficiencies of up to 98%,
ensuring optimal use of feedstock,

« Carbon-negative potential: When using residues or waste-based ethanol, some
pathways can achieve net-negative emissions, further supporting climate goals.

b. Strengthening commercial viability in the EU

Despite technical maturity, many advanced biofuel pathways remain commercially
uncompetitive without support. STIP must address this through targeted, EU-level
interventions:

« Revenue certainty mechanisms such as price floors, feed-in premiums, or long-
term offtake agreements (e.g. SAF Contracts for Difference) to reduce market risk
and support FID,

o Bankable offtake structures, developed in cooperation with the aviation industry,
that can underpin investment-grade projects and attract institutional capital,

« Dedicated infrastructure support to help integrate decentralised production
hubs into existing refining, blending, and airport logistics networks.




c. Mobilising a strategic value chain approach

Europe must build a strong and resilient value chain for advanced biofuels—from
feedstock collection to refining and offtake. STIP can accelerate this by:

e Supporting regional feedstock aggregation systems, particularly for hard-to-
mobilise waste streams,

e Facilitating industrial symbiosis between biofuel producers and sectors
generating suitable waste carbon (e.g. agriculture, forestry, waste management,
cement),

« Promoting the development of intermediates such as methanol or ethanol, which
can be more easily transported and converted into SAF at centralised facilities.

d. Improving incentives and regulatory signals
To further catalyse investment:

e The RED Il multiplier for advanced SAF should be revised to better reflect their
climate benefits and higher production costs,

e EU taxonomy and state aid frameworks should be aligned to recognise and
prioritise these pathways, facilitating access to green finance,

« Imports of eligible low-carbon intermediates like ethanol should be allowed under
strict sustainability criteria, helping to bootstrap EU production until local capacity
scales up.

Finally, revisiting the RED Il multiplier for advanced SAF energy content in aviation
could provide further incentive for investment, by improving the economic case for
producers. Finally, STIP should promote the development of bankable offtake
agreements—agreements that are reliable enough to underpin long-term financing
decisions and trigger final investment decisions.

3. Special focus on e-SAF

While synthetic aviation fuels (e-SAF or PtL) are essential to meeting long-term
decarbonisation goals, the current feasibility of meeting the ReFuelEU Aviation sub-
mandate for e-SAF is uncertain. The reality is that only a handful of PtL production plants
are operational today, and the volumes they produce are negligible in the context of
aviation's needs. Without a robust and diversified market, it is unlikely that global fuel
suppliers will make the level of investment required to scale production.

To unlock investment, PtL producers need clear signals of sustained, large-scale, cross-
sectoral demand. This could catalyse investment and support the build-out of PtL
production capacity across Europe.

Nonetheless, aviation must remain the priority. Mechanisms must be put in place to
ensure that increased PtL demand does not divert essential feedstock volumes away




from the aviation sector. Prioritisation rules, dedicated quotas, or ringfencing of volumes
for aviation could be necessary to secure supply once broader market uptake is
achieved. This balance between market enlargement and sectoral prioritisation will be
crucial to ensure that e-SAF can scale rapidly, cost-effectively, and in line with aviation's
decarbonisation trajectory.

In summary, for e-SAF to become reality in the EU, STIP must prioritise:

e Visibility over long-term pricing via market intermediaries,

e Access to abundant, competitively priced green hydrogen,

e Support for demonstration and scale-up of PtL plants with flexible feedstock
options,

e STIP should also assess whether ringfencing e-SAF volumes for aviation will be
necessary to avoid competition from other sectors with lower climate urgency or
more viable alternatives.

4. Access to hydrogen for e-SAF

Electro-based sustainable aviation fuel (e-SAF), such as Power-to-Liquid (PtL) jet fuel,
relies on green hydrogen as an input. Yet, today’s limited availability and high cost of
green hydrogen in Europe present a significant barrier to scaling e-SAF production. For
the EU to create a globally competitive domestic industry, access to reliable, affordable,
and transportable green hydrogen must become a priority.

a. Ensuring supply at scale and competitive cost

Europe must significantly accelerate the deployment of renewable hydrogen production
capacity—particularly through electrolysis powered by additional renewable electricity.
To make e-SAF commercially viable, hydrogen prices must decrease. This requires:

¢ Dedicated hydrogen allocations for aviation under the Hydrogen Bank and other
EU support mechanisms,

e Priority access to renewable electricity for electrolysis serving SAF producers, with
long-term contracts to provide price stability,

e Simplified permitting and regulatory fast-tracking for electrolysers and PtL
facilities located near renewable energy sources.

b. Infrastructure and transport solutions

Hydrogen is not always produced where e-SAF is refined. As such, logistical solutions are
critical. STIP should support:

e Development of hydrogen transport and storage infrastructure, including
pipelines, liquid hydrogen shipping, and transport solutions,

e Promotion of methanol or ammonia, which can be more easily stored and
transported before being converted back into e-SAF at centralised locations,




e Support for industrial hubs and clusters, where co-location of electrolysers, PtL
plants, and renewable energy can enable early economies of scale.

c. Investment signals and market visibility

Developers will not invest in large-scale e-SAF or electrolysis facilities without long-term
demand visibility. STIP therefore must:

e Send a clear signal that aviation is a priority sector for green hydrogen, ensuring
ring-fenced volumes and incentives,

e Establish long-term contracts for hydrogen offtake in aviation fuel production,
potentially backed by public guarantees.

d. International cooperation and imports

Europe’s e-SAF ambitions will likely require importing green hydrogen or hydrogen-
based intermediates from countries with more abundant renewable energy. The EU
should:

e Secure sustainable hydrogen import corridors from trusted partner countries with
transparent sustainability criteria,

e Develop common sustainability standards for hydrogen used in e-SAF, aligned
with Renewable Fuels of Non-Biological Origin (RFNBO) and RED il rules,

¢ Incentivise the use of internationally sourced hydrogen where it accelerates SAF
production and meets environmental safeguards.

Global SAF Supply: unlocking imports while upholding EU RED Il
standards

While the EU must continue developing its domestic production capacity, imports from
third countries will also be necessary to meet ReFuelEU Aviation mandates in the near
term. The United States, China, and several South American countries are rapidly
expanding their SAF production capacities, positioning themselves as potential suppliers
to the EU market. For instance, the US has launched the SAF Grand Challenge, aiming to
produce 3 billion gallons of SAF annually by 2030. Similarly, countries in Asia and South
America are increasing their SAF production, with emerging trade corridors involving the
US, Southeast Asiq, Europe, and South America.

However, importing SAF into the EU presents challenges, primarily due to stringent
sustainability criteria outlined in the Renewable Energy Directive Ill. RED Il mandates that
SAF must not be produced from food or feed crops and must adhere to strict land-use
and greenhouse gas (GHG) emission reduction standards. This effectively excludes
many crop-based biofuels, such as those derived from corn or soy, which are prevalent
in the US and South America. Additionally, compliance with RED Il requires thorough
documentation and verification processes, including certification and registration in the




EU's Union Database. These requirements can be burdensome for foreign producers,
potentially limiting the volume of SAF imports that meet EU standards.

To address these challenges, the EU could consider for example establishing bilateral
agreements with key exporting countries to harmonise sustainability standards and
streamline certification processes. Such collaborations would facilitate the import of
compliant SAF, helping to meet the ReFuelEU Aviation mandate levels.

Prioritising the demand side and recognising airlines’ role as off-
takers

To ensure a balanced approach, STIP must not become solely a subsidy mechanism
for fuel producers or suppliers and recognise the difference of needs between fuel
suppliers and airlines who can both act as off-takers. Aviation decarbonisation
depends equally on stimulating the demand side, particularly through measures that
give airlines the visibility and financial predictability needed to plan SAF uptake.

Airlines require long-term clarity and cost control to integrate SAF into their business
models. Predictable pricing frameworks are essential. This means that support measures
such as SAF allowances—currently provided under the FEETS mechanism—must not
only be extended but also significantly scaled up. These allowances play a key role in
closing the cost gap between SAF and fossil kerosene, the so-called green premium.

Critically, these allowances should be allocated on a multi-year basis. Annual
allocations create uncertainty and hinder effective fleet and fuel planning. Multi-year
planning horizons will give airlines the ability to make strategic procurement decisions
and offer greater confidence in the market.

The green premium should not be passed on fully to airlines. This would not only
undermine competitiveness but also penalise early movers. Instead, the cost differential
must be absorbed—at least in part—through targeted policy tools such as allowances
and intermediary pricing mechanisms.

Integrating SAF deployment and investment mechanisms into STIP

The development of initial commercial facilities for SAF production requires substantial
capital investment. Given the high up-front costs associated with setting up these
facilities, financial support is essential to ensure that SAF production can scale effectively
and meet aviation’s decarbonisation targets. Without sufficient backing, it is unlikely that
the industry will see the necessary ramp-up in SAF production to meet demand in a
timely manner.

To address these financial challenges, risk-sharing mechanisms must be developed.
These mechanisms can unlock private investment by reducing the perceived risks
associated with SAF production. Such measures would not only help reduce consumer




costs, but they would also incentivise the development of low-carbon aviation
technologies, pushing the sector towards its sustainability goals.

One promising approach is the introduction of Contracts for Difference (CfD) and
Carbon Contracts for Difference (CCfD), which have already been used successfully in
the context of green hydrogen and carbon capture. These instruments help mitigate
price volatility by ensuring that producers receive a guaranteed price for their output,
even if the market price fluctuates. This would provide financial stability and long-term
predictability for SAF producers, allowing them to plan and invest with confidence.
However, to make such mechanisms work, public funding from both the EU and national
governments is crucial to cover the price gap and support these contracts'
implementation.

Design of an Intermediary Mechanism (drawing inspiration from
Project SkyPower)

The Commission is currently in advanced discussions with a group of Member States (DE,
NL, DK, CH, LU) regarding the financing of a market intermediary for SAF, with less
advanced dialogue underway with others (SE, BE, FR, AT, ES). While this intermediary could
be instrumental in de-risking early investments and enabling long-term offtake
agreements, it is understood that national contributions will depend on receiving
tangible benefits in return. These may include preferential distribution of SAF volumes,
auctioning benefits, or priority access to subsidised volumes.

To address this, we support a market intermediary that offers long-term contracts to
both e-SAF producers and off-takers, underpinned by ETS revenue recycling. This
would provide financial certainty, encourage project developers to reach Final
Investment Decision (FID), and accelerate SAF deployment.

Recognising the need for immediate action, we also endorse the introduction of
transitional support mechanisms in 2025. These would provide interim financial support
to pioneering projects until the intermediary becomes fully operational.

These ideas of an intermediary and an interim solution mirror the model proposed by
Project SkyPower, which offers a promising structure. This must however be adapted to
ensure airlines are not subjected to double auctioning. A practical approach could be a
blended producer price offered at a standard discount to off-takers.

Member States contributing financially should be assured of geographical balance in
SAF deployment but without distorting market functioning or fragmenting the internal
market.




Book and Claim mechanism

To ensure an efficient and competitive SAF market, STIP should support the
implementation of a Book & Claim (B&C) mechanism that allows SAF production to be
optimally located in the most cost-effective regions while ensuring emissions reductions
are properly accounted for. The Book and Claim mechanism should need to be aligned
with EU ETS principles and scope, ensuring that SAF use is correctly credited to operators.

This would:
e Reduce reliance on local production constraints and encourage investment in
high-potential SAF facilities,

e Weaken the market dominance of fossil fuel incumbents, fostering a more
competitive and diversified SAF market,

e Contribute to price convergence by enabling a more global and liquid market,
which can reduce price disparities and foster competition, ultimately making SAF
more accessible and affordable,

» Offer greater flexibility to operators in meeting incorporation targets. Rather
than being limited by the physical availability of high-blend SAF on site, operators
could claim lower, more manageable shares (e.g. 2% or 5%), which would otherwise
be impossible if only high-blend options (e.g. 25%) were physically available.

Facilitate compliance with corporate sustainability reporting obligations (e.g. CSRD),
by relying on standardised, auditable documentation recognised by financial auditors
and regulators alike.
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