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Mass Balance Approach: A framework to achieve circularity
Leverkusen, Germany, January 24, 2025

Introduction

Covestro is one of the world’s leading manufacturers of high-quality polymer materials and
their components. With its innovative products, processes, and methods, the company
aims to enhance sustainability and the quality of life in many areas. Covestro supplies
customers around the world in key industries such as mobility, building, and living, as well
as the electrical and electronics sectors. In addition, polymers from Covestro are also
used in sectors such as sports and leisure, telecommunications and health, as well as in
the chemical industry itself.

Covestro is dedicated to driving circularity and innovation within the chemical industry.
The purpose of this position paper is to advocate for the critical importance of the mass
balance approach, which needs to be supported by a clear regulatory framework and
continued collaboration between industries, regulators, and other stakeholders globally.
Only by working together, we can drive the transformation towards a more sustainable
and fully circular plastics economy, ensuring a minimized use and impact of conventional
resources in the years to come.

The Mass Balance Approach

The mass balance approach is a chain-of-custody model that enables the chemical
industry to scale up the use of recycled or bio-based raw materials by attributing
sustainability characteristics to end products on a bookkeeping basis, while both
alternative and fossil-derived feedstocks are processed together within the same
processing unit. Chain of custody is an approach used to track the movement of materials
through the value chain and ensure that the materials-related claims are accurately
documented and verified.

The acceptance of the mass balance approach requires a high level of transparency which
is @ major reason why globally recognized certification schemes such as the International
Sustainability and Carbon Certification (ISCC) are being implemented. This voluntary
certification system provides a credible method for the validation of sustainability claims
when using alternative feedstocks along the value chain. This increases credibility and
trust in sustainability claims. The ISCC PLUS certification is implemented and verified
through regular audits performed by independent certification bodies that follow a strict
evidence-based audit procedure. Though the ISCC PLUS system is widely accepted
across a wide range of industries globally, the need remains for a regulated approach.
Such transparency is crucial for consumers, regulators, governing and industry bodies,
and associations, among many other stakeholders who demand accountability and
verified information in promoting environmental efforts.
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As a chain of custody model, the mass balance approach supports compliance with
environmental objectives and requirements. As governments and industry bodies
increasingly set targets and standards for recycled and renewable content in products,
this approach should be recognised and subject to a regulatory framework to harmonize
stipulations and to increase comparability of specific efforts of different companies to
replace fossil-derived raw materials with alternative feedstocks. However, there remains
a lack of legal certainty about the acceptance of the mass balance approach by regulators,
to enable the fulfillment of such requirements by applying the mass balance approach in
addition to other chains of custody. This is urgently needed to ultimately propel the market
of mass-balance product offerings forward.

The position of Covestro

Covestro is committed to further establishing a more sustainable product portfolio by
utilising alternative raw materials and applying the mass balance approach as a key pillar
of its overall circular economy strategy. We advocate for ensuring chemical connectivity
through traceable and verifiable claims, enabling site-to-site transfers under specific
conditions, and supporting the fuel-use-exempt approach in the currently ongoing process
of finalising the European regulatory framework while recognising and respecting differing
regulatory approaches in other regions and countries, such as the United States of
America where their respective laws and regulations are open to alternative approaches.

Chemical connectivity is the principle that ensures that only the raw materials used in the
chemical process to produce a product are attributed to that product group. This concept
ensures that there is a direct and credible link between the input materials and the
resulting products, preventing over-attribution and ensuring the integrity of sustainability
claims. This emphasizes the importance of aligning the mass balance approach with real
chemical processes. The alternative raw material should be attributed to the product in a
way that ensures clear and credible chemical connectivity between the input and the
output. This leads to a mass balance attribution model based on the chemical composition
of the output.

This chemical connectivity principle is central to our approach, as it prohibits the attribution
of materials, unrelated to the actual chemical process, which could undermine the integrity
of the mass balance approach. Covestro believes that demonstrating chemical
connectivity is crucial for maintaining the credibility of alternative feedstock claims and
ensuring credible and verifiable environmental claims. By adhering to the actual chemical
reactions that take place in our processes and assets, we support a transparent and
verifiable method that accurately reflects the recycled or renewable attributed content in
our products.

Covestro supports the concept of site-to-site transfer of mass balance credits between
different production sites within the same organization and under specific conditions, such
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as geographic proximity and product consistency. Site-to-site transfer under controlled
conditions could optimize production, reduce transportation costs, and lower overall
emissions, thereby minimising environmental impact and contributing to more efficient and
sustainable operations. This practical and streamlined approach is essential to
maintaining a continuous and resilient supply of mass-balanced products to customers.

Covestro supports the fuel-use-exempt approach in Europe in line with the positions of
Plastics Europe and the European Chemical Industry Council (CEFIC) while recognizing
and respecting regional differences, such as in the United States of America where the
American Chemistry Council (ACC) and their respective laws and regulations are open to
non-fuel-use-exempt approaches during this nascent stage of adoption of alternative raw
materials. Following this approach in Europe, fuel produced from alternative materials
cannot be attributed to recycled or renewable content or contribute to a recycling quota.
As it stands globally, the fuel-use-exempt and alternative approaches aim to advance the
potential of the circular economy by increasing the use of recycled or renewable
feedstocks thereby displacing fossil-derived raw materials.

Conclusion

Covestro advocates for the adoption of the mass balance approach as a key enabler for
advancing circularity in the chemical industry. By emphasizing chemical connectivity,
enabling site-to-site transfers under specific conditions, and supporting fuel-use-exempt
in Europe while recognising and respecting differing regulatory approaches in other
regions including their respective laws and regulations, and the pace at which these are
evolving, Covestro is committed to aligning the mass balance approach with actual
chemical processes.

This approach ensures that claims about sustainable content are credible and verifiable,
while also fostering scalability and compliance with future regulatory frameworks.
Covestro calls on regulators globally to urgently recognize the mass balance approach in
legislation, as well as define and agree on the specific requirements associated with this
approach. Covestro strives for a globally harmonized mass balance approach in the future,
that drives innovation and sustainable transformation across markets.
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