_ Blometh'ane worksi‘Hop, Aprll 24“‘ 2024
Biometha___r]e_u_ The most evident -'

i |
ey bl

v

e
-y



Table of contents IQGIlS

* Introduction

* The challenge of financing

* Biomethane support systems
* Selected target countries

e Pathways

e Conclusions




Where the question comes from?
Why East > West and not West > East? mGp\S

e East Europe has significant untapped biogas substrate potential.

e EE governments are reluctant to provide financial support for biomethane
production and/or consumption > domestic market for biomethane in EE
countries is far below production potential.

e The biomethane investment activity in EE is largely dependent on the
development of the WE market.

e The biomethane investment activity in WE is not dependent on the EE
market.

e West Europe needs imports to meet the ambitious decarbonising targets.

e Note: EE biomethane industry does not have clear comparative advantage
over WE, except — potentially — in substrate costs.




Different business cases mGp\S
A

Financing Balance sheet based Project finance
Investor (typically) Major industrial Agricultural company
company
Own energy consumption Substantial (as share Non-decisive (as share
in total costs) in total costs)
Own substrate base Required Required

Dependence on secured
export proceeds Manageable Strong




Different support scenarios, different markets mbp\S

e The level of demand for biogas/biomethane is primarily determined by politics, governments set
(and often revise) the priorities.

e The government support (if any) may be directed either towards production or consumption.

e Production support measures logically benefit the domestic producers making non-supported
imports less competitive.

e Measures promoting consumption (generating demand) open opportunities for exporting
countries - if applied on equal treatment basis.

e Next to the government regulated markets, there is another market segment, where demand
occurs due to voluntary willingness of (environment friendly, climate change concerned)
consumers. Here price and other commercial considerations matter.

e Consequently: East Europe producers should focus on markets and/or market segments where
imports are not handicapped compared to domestic production.




Natural gas consumption in 2021: 8.6 TWh

Biogas supplies total in 2021: 4.8 TWh (includes 2.5
TWh imports)

Over 60% of domestic biogas is upgraded for
biomethane

Methane in transport: CNG is stagnating, close to
100% biomethane share, bio-LNG market is growing

Heating — major volume potential but price sensitive

CO, and energy tax exemption is currently suspended
upon EC’s in-depth investigation (production support
in exporting country combined with consumption
support in importing country raises the concern about
overcompensation)

No registry, no GO issuing body (yet)

Source: Biomethane in Sweden by Energigas Sverige
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Tax benefits - Sweden mﬁll&

Tax benefit for biomethane

In transportation compared to natural gas 0,024EUR/kWh
In transportation compared to gasoline 0,063 EUR/kWh
In heating (incl. industrial), compared to natural gas 0,033EUR/kWh

The tax benefits used to be endorsed by the European Commission until 2030, but this was
revoked due to a judgement by the European Court of Justice.

The tax benefit may be interpreted as representing the ,, green” value of biomethane in
comparison to natural gas: 24 - 33 EUR/MWh




Austria mGl\S

e Natural gas consumption is 75 TWh (2022) 9,00%
* Biomethane injected: 134 GWh (2023) 8 00% 7,70%

 Draft of Renewable Gas Law (under review by the 7.00%
Parliament) sets ambitious target for 2030: min. 7.5 TWh ’
renewable gas 6,00%

* Compensation for non-fulfilment: 0.18 cent/kWh (0.20 5 00%
cent/kWh from 2027)
4,00%

* Central question: will imported biomethane be accepted
for meeting the quota commitment ? Not clear yet, but 3,00%

nlikely...
ey 2,00%
* EU ETS/NEHS — import possible via purchase records, but o
present EUA value corresponds to abt. 14 EUR/MWh 1,00%

* Potential approach to the voluntary market: via the 0,00%
ERGaR CoO scheme in cooperation with AGCS 2024 2025 2026 2027 2038 2029 2030




Natural gas consumption is 33 TWh (declining)
Share of biomethane: 7.9 %

* Domestic production 476 GWh

* Import: 2,136 GWh

Imported biomethane is not released from CO,
tax

Domestic production is relatively costly, strong
demand for imports on the voluntary (heating)
market

Possible approach: direct marketing towards
regional natural gas distributors

R2GPRS

Biomethane import for heating,
GWh/year Source: VSG Jahresstatistik
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Germany mGﬁS

* Natural gas consumption is 854 TWh
* Biomethane supplied: 11 TWh in 2023

 The attractive transport fuel market (with mandated GHG emission reduction targets) has been
closed for biomethane imported by pipeline ... the issue is being addressed and resolved;

 Domestic production is expanding slowly, focused on transport fuel market;

« Demand on heating markets is generated by commitments in the relevant laws (BEG and GEG)
related to housing. This market segment is open for imports under mass-balance regime;

e EU-ETS (TEHG) and nEHS (BEHG) imports are possible under mass-balance regime, subject to
meeting sustainability requirements;

* Approach to the market: direct marketing towards major natural gas consumers, cooperation with
traders, administration via the Biogasregister.




Pathways

R2GRS

Direct supplies Mass balancing Book and claim

Delivery in tanks or bottles

Material identity preserved, no
blending

Quality, sustainability clearly
documented

Geographical limitations

Physical gas and ,,green” quality
remain connected

Blending with natural gas is
allowed, separation in
administration

Injection and withdrawal are
balanced

Within the interconnected
European gas network

Physical gas and ,,green” quality
are separately

GO representing the ,green”
quality can be traded
independently from the physical
product

Pipeline connection is not
necessary

No geographical limitations within

EU (third countries subject to

recognition)




ERGaR CoO Scheme mGll\S

System Participants:

Quarterly Amount of MWh Transferred

, , 800.000
VertiCer operated by Gasunie BV

700.000 =
GGCS (Green Gas Certification Scheme) operated by 600.000 —~
Renewable Energy Assurance Limited 500.000 -

a N
. : 400.000 -
. Biomethanregister.at operated by AGCS (Gas n [ M -
: 300.000 -
Clearing and Settlement AG)

200.000 -
dena Biogasreqister operated by the German Energy 100.000 [] D -
Agency (dena) o m L S 4 U

N I I T B R RN
L : : RO A ) ) A S Sy T S S
Danish biomethane reqgistry operated by Energinet &\m 0& &\» &\w o& 0& &\m &\w &\’1, d\’\m

Register of renewable gases operated by SPP -
distribucia, a.s.

Transfers in 1Q 2024: 937 GWh
Source:www.ergar.org



https://verticer.eu/en/
https://www.greengas.org.uk/
https://www.biomethanregister.at/en
https://www.biogasregister.de/en/home/
https://en.energinet.dk/gas/biomethane/go-gas/
https://www.spp-distribucia.sk/

Conclusions @Gll\g

* The GHG emissions related to production and the sustainability requirements must
be an indispensable component of project development.

* Voluntary national biomethane registries may provide valuable services even in
time of fully operational UDB with regard to all but GO applications.

* Similarly, the ERGaR CoO scheme (if operated in mass-balancing mode) may play an
important role in cross-border transactions related to the voluntary markets.

 Focus areas at looking for long-term sales options (necessary for financing the
investment):

* major natural gas consumers, gas distribution companies, specialised traders,
and

* countries with demand support measures but high domestic production cost
level.




Many thanks for your attention!
Attila Kovacs a.kovacs@r2gas.org
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