FU ETS and biomethane

- R2Gas Biomethane workshop -
R2Gas, 24 April 2024, Vienna
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Two strong players joining forces

Bi@energy REDcert

Gesellschaft zur Zertifizierung
nachhaltig erzeugter
Biomasse mbH

SWREY

SUSTAINABLE RESOURCES
Verification Scheme GmbH
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- SWREY
Where is SURE located? o

Benefiting of a great network

v SURE’s head office is located in Bonn, Germany

v" Since August 2023, a branch office is established )

in Warsaw, Poland ®

v SURE is cooperating with national associations (NSB) for

information transfer and trainings

@® Head office - Bonn, GER

)

Branch office - Warzcawa, POL

@® National Supporting Body
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Full scope certification L

SURE defines criteria for the certification of

N\ I !y .
fjé Forestry Biomass >/\/; Agricultural feedstock &Qllﬂ Waste & Residues

T
ﬁ/];'/] Biomass plants Biogas plants

é% Electricity ' IF] Heating & Cooling
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SWREY

SUSTAINABLE RESOURCES
Verification Scheme GmbH

v" Sustainable production of biomass (fuels) and energy
v Minimum GHG-Mitigation (H&E, only from starting date of operation in 2021)
v' Traceability and mass balancing

v" Checks of plausibility (e.g. energy produced vs. biomass fuel used)

v’ Verification of Proofs of Sustainability (e.g. in NABISY, UDB)
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Scheme development

Scheme Users by country producing electricity and Heat in 2023
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EU legal framework on renewable energies and SWREY

SUSTAINABLE RESOURCES

sustainable biomass

To move away from fossil fuels towards cleaner energy - and to deliver on the EU’s

Paris Agreement commitments for reducing greenhouse gas emissions.

European v" EU Renewable Energy Directive 2018/2001 (RED II)
Commission > Renewable energy sources consumption of 32% by 2030.

v" European Green Deal and European Climate Law
=> Achieving climate neutrality by 2050 and reducing GHG
emissions at least 55% by 2030.

v’ Fit for 55 Package
-> Proposals to revise EU legislation and ensuring meeting the
GHG emissions reduction of 55% by 2030.
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Fit for 55 package: Revising EU’s climate, energy and  gReY

transport legislation
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Implications for Biomass operators

* Continuous changes to EU/national and
regional legislation

Revised Renewable Energy Directive (RED Ill):

o Primary forest biomass not accounted for
subsidies

o Expanded scope: 7.5 MW (instead of 20 MW)

o Increased biodiversity protection (E.g. old
growth forests)

o Cap to be defined by Member States on forest
biomass

o Increased GHG emissions savings to 85% (2026)

* Increasing requirements and complexity
for operators in the biomass supply chain EU
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SUSTAINABLE RESOURCES

When do MS need to implement REDI|? =

RED Il Art. 29 (1)

>>Energy from (...) biomass fuels shall be taken into account for the purposes referred to in points (a), (b) and (c) of

this subparagraph only if they fulfil the sustainability and the greenhouse gas emissions saving criteria (... laid down in

paragraphs 2 to 7 and 10:

(a) contributing towards the Union target (...) and the RES shares of Member States;

(b) measuring compliance with renewable energy obligations (...);

(c) eligibility for financial support for the consumption of (...) biomass fuels.

Not SURE, but the legislator regulates who is required to provide proof!
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- - SWREY
Who is obli gC a? s o

Article 29 (1): Biomass fuels shall fulfil the sustainability and GHG criteria if used in installations with a

total rated thermal input of:

20 MW (solid biomass)

2 MW (biogas)

This applies to all biomass and biogas plants producing electricity and heat/cooling from solid or

gaseous biomass.
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- SWREY
Obli ge d stakeholders s o

RED Il concerns companies that ...

N
i o

...operate a biomass plant producing H&E and ... produce or deliver biomass fuels (wood chips, wood

which is within the scope of application pellets, waste wood etc.) to obligated plants
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. | SWREY
RED Il 1S comin g... s s

Although RED Il isn’t implemented properly and still not in all EU member states, RED Il might be enforced
in 2023 and to be implemented by MS in 2025:

= Plenary vote EP planned for 13 September 2023
= Signature of EP and Council foreseen for mid October

=®» Implementation within 18 months at latest

RED | MS RED I MS RED I MS

/) / / /

2009 2010 2018 2021 2023

today
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- SWREY
Key issues of RED Il s o

Discussion on biomass sustainability EU gross final energy consumption
v" Lowering of the scope for solid biomass to 7.5 MW
v" Stronger criteria for forest biomass

v" Exclusion of some woody biomass fuels

45 %
v"Introduction of cascade principle for biomass fuels RED III
v" Binding GHG reduction obligation also for existing plants

RED II

RES in 2021 RES target 2030
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SWREY

RED I GHG mitigation requirementg e o

Solid biomass

Start of operation Capacity Years of operation Mitigation

<31.12.2020 > 10 MW 80 % 01.01.2026 - 31.12.2029
01.01.2021 - until RED 11l > 10MW 70 % With RED IlI
enters into force enters into force
80 % 01.01.2030
After RED Il enters into force >7,5 MW 80 % With RED IlI
enters into force
<31.12.2020 >2MW-<10 MW 15 80 % 01.01.2026
>10 MW 80 % 01.01.2026 - 31.12.2029
01.01.2021 - until RED 11l >2 MW -<10 MW <15 70 % With RED IlI
enters into force enters into force
>15 80 % With RED IlI
enters into force
>10 MW 70 % With RED IlI
enters into force
80 % 01.01.2030
After RED Il enters into force >2 MW 80 % With RED IlI

enters into force
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SWREVY
Wh % RED Il 'in the EU-ETS? s onc

Guidance Document “Biomass issues in the EU ETS” (27 Nov 2017)

>> Due to the zero-rating of emissions from biomass, the FU ETS constitutes a support scheme
within the meaning of the RES-D(Directive (EU) 2009/28 “RED I”)
(w Directive (EU) 2018/2001 “RED II”) EuRopes

OPEAN
DIREC TG, Comms
CLIMATE ﬁ%%ﬁENEm SION
Dnectorate ¢ _
Unit C.7_Gor,

Climate g;
trate
e 9y, Goy
Mance ang Effort svr:?ﬁ.gce 21 Emisgjong from
0M-trading g,
C i

>> Consequently, the sustainability criteria must be applied (...) that are consumed .
Uidance Document

and zero-rated for greenhouse gas emissions within an installation (.. .)

ac Z_/ \// z_/es covere d by Z' h e E U ET S e document o, 5 Updated versjop, 27 November 591,

This docyy .
s ment js part of

>> At the time of writing this guidance (W 2017), no sustainability criteria are applicable T e
to solid biomass and gaseous biomass other than biogas for transport purposes.

®» CHANGED when RED Il came into force
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Biomass also becomes subject to verification SLRE‘/

SUSTAINABLE RESOURCES

i n em iSSiO nS tra d i n g Verification Scheme GmhH

IMPLEMENTING REGULATION (EU) 2020/2085:

v" The emission factor for biomass shall be zero (...) [provided that] biomass fuels used for combustion comply with
the sustainability criteria and the greenhouse gas saving criteria set out in Article 29(2) to (7) and (10) of
Directive (EU) 2018/2001.

v" The compliance with the criteria laid down in paragraphs 2 to 7 and 10 of Article 29 of Directive (EU) 2018/2001
shall be assessed in accordance with Articles 30 and 31(1) of that Directive.

v Where the biomass used for combustion does not comply with this paragraph, its carbon content shall be
considered as fossil carbon.

IMPLEMENTING REGULATION (EU) 2022/388:
v Member States, or competent authorities as appropriate, may consider as fulfilled the sustainability and

greenhouse gas emissions saving criteria referred to in that paragraph for biofuels, bioliquids and biomass fuels

used for combustion from 1 January 2022 to 31 December 2022.




- - SWREY
Biomass in the ETS s o

Differentiation required! Use of biomethane...

...inan installation o :
...asmiv fir Jrojectof a

subject to the ETS as

non-ETSY to generate
means of mitigating GHG

market 2Cu ertificates
emissions
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, SWREY
What's the ETS? s s

v Underthe ETS, selected sectors are obliged to report

their emissions and reduce them to a defined level

v"If more emissions are reduced, these can be sold as
CO, certificates to ETS installations that have not achieved

their reduction targets

v" The total emissions budget in the ETS is capped in order

to create a stable market environment and incentivize

investment in GHG reduction measures

» Cap and Trade
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What’s the ETS?

Industry
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Aviation
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, SWREY
What's the ETS? s s

Certificate trading

A
Purchase of @ Sales of
CO, certificate CO, certificate
A Higher
CO2
emissions

V' losaciooor
emissions

CO, emissions of
ETS plant B

CO, emissions of
ETS plant A

<

ETS plant A ETS plant B
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. SWREY
Price d eVye lO p ment C OZ susTaa esouces

Price per ton CO2 equivalent in EUR
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Fuel switch to biomass fuels

v" Before RED II, biomass fuels (solid and gaseous) considered to be

carbon neutral (zero emission)

v" Fuel switch attractive means of lowering GHG emissions
=% wood pellets / waste wood substituting coal

= biomethane substituting natural gas

v" SINCE RED II: zero emissions of biomass fuels

only eligible if proven compliance with RED Il criteria

v" Verification via
= RED Il recognized voluntary schemes or

= rules as defined by national competent authority
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0 ” SREY
RED Il certificate # COZ certificate s o

v" RED Il certificate (SURE):

= sustainable biomass to be counted as zero emission in the ETS

v" CRC certificate:

= certified carbon reduction for the NON-ETS sector and voluntary market
v' EU-ETS:

= EUA: emission unit allowance as tradeable certificates on trading plattforms
=»-ERU-Emission-reduction-unit-generated-by-ajointimplementation-project-
».-CER -Certified-emission-reduction-generated-from-a-clean-development-mechanism-project-activity-

v" Carbon management strategy for CCS and CCU?
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~ SUSTAINABLE RESOURCES
+ Verification Scheme GmbH

Schwertberger Str. 16
53177 Bonn

Tel. 0228 3506-150
info@sure-system.org

WWWw.sure-system.org be RESPONSIBLE | be SUSTAINABLE | be SURE
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