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SUMMARY & TIMELINE

EU-ETS FOR SHIPPING INDUSTRY

SYSTEM CURRENT

2024 2025 2026 2027 2028 2029

vessels | MRV eaolpossenge corgolpassengers toffshorevessels
LM ETS - cargo/passengers cargo/passengers + offshore vessels*
MRV +5000 GT : +5000 GT + 400 GT
VESSELS  |.....c......... S S SO )
SIZES ETS - : +5000 GT +5000 GT + 400 GT*
MRV g Cco2 : Co2 + CH4 + N20
EENCE . ....................... ...................................... L L LR REEEEE IR REEREERERL
ETS - : co2 : Co2 + CH4 + N20
MRV 100 % within and in/out of the EU/EEA
EMIS S O |
COVERAGE ETS _ 100% within the EU/EEA 100% within and in/out the
50% in/out of the EU/EEA.
MRV 100%
PHASE— |N .................... ....................... SRRALLELEERRRRES R R RRERLELELE LR R LR R R e LR LLLLLELEEE
ETS : - 40% 70% 100%

* to be decided by Q4 2026 with another trialogue discussion.

** depends on IMO decarbonisation actions and an EU review before 2028.
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SPECIAL CASES 4

EU-ETS FOR SHIPPING INDUSTRY

PORT A selection of non-EU transhipment ports within 300nm of EU will be included in EU ETS port
OF CALL call (published before 3lst of December 2023).

OUTERMOST A temporary exemption from certgin obligations can k?e provided for emissions of
REGIONS activities between a port located in an outermost region of a Member State and a
port located in the same Member State.
Member States can request that islands with a permanent population of less than 200 000 w
SMALL inhabitants and with no road/rail link, be exempt from the ETS. This would include national 2
ISLANDS voyages to/erm a port of the |slcmq, performed by passenger ships (other than cruise =
passenger ships) and by ro-pax ships. =
<
Two Member States, that are geographically closest and without land border, can request a =
PUBLIC temporary exemption from certain obligations of surrendering EUAs. This only includes =
SERVICE passenger or ro-pax trips performed in the framework of a transnational public service 5
contract or obligation. o
:
ICE CLASS The EU will allow for a reduction of 5% of the required surrendered allowances for ships with
the ice-class IA or IA Super (or an equivalent ice class). This will be applied until the 3lst of
SHIPS December 2030 and thereafter reviewed.
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EUROPEAN EMISSION ALLOWANCE (EUA)

PRICE EVOLUTION 2021-2023

€/Mt

105

95

85
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556

45

35

25

Speculative buying
pushed the benchmark
near €60

Carbon trades
above €50 as the
Commissionrejects
calls to intervene in
the EU ETS

Hedge fund
managers
predict €100
carbon price

|

The start of P4
\l( allowances auction

Jan-21
Feb-21
Mar-21
Apr-21

May-21
Jun-21

Carbon breaks above

European
energy
crunch
intensifies
and carbon
rises again
towards €60

1

Jul-21
Aug-21

channel and nears

EUAs Dec-23 price development chart
©Vertis. ALL RIGHTS RESERVED

its 4-week
consolidation

€57

!

|

Carbon drops to
the lowest level
since end of
August on
massive sell-off
across the board

Sep-2]
Oct-21
Nov-21
Dec-21
Jan-22

Carbon breaks the 4-
week old consolidation
channel and heads near
the €90 territory

f

The ENVI Committee
suggests limiting
investors' access & EU
votes on selling €20B
worth of allowances

from MSR
EUAs crashes more
than €16 in less
than a week on
Russia’s invasion to
Ukraine
o™~ o~ o™~ o~ o~ o~ o~
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Carbon breaks

outofits 6

The contract weeks
rergei?)ir;??\igh consolidation
channel and

at €99.22 rises near the
€80

psychological

resistance

!

!

Dec-22
crashes toa
6-months
down on
surging
margin calls
and
forecasted
market
intervention

Sep-22
Oct-22
Nov-22
Dec-22
Jan-23

Feb-23

Dec-23 reaches
ATH at €101.05at

f

Financial
turmoil

Mar-23
Apr-23
May-23

Jun-23
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EUROPEAN EMISSION ALLOWANCE (EUA) 6

PRICE EVOLUTION MAY - JUNE 2023 [ When Volatility means Opportunity

EUAs Dec-23 price development chart

° The energy complex was bearish with the year ahead ©Vertis. ALL RIGHTS RESERVED
German power and TTF contracts settling down to
118.5€/MWh and 42.97€ respectively. 105
o The Commitment of Traders report for the week ending 100 SHORT SQUEEZE o
June 2nd showed a net short position of 25 million EUAs, z
the largest since the data collection started in 2018. 9 L:
<
90 =
0 The energy complex with year ahead TTF and German o -
power contracts was subject to bullish engulfing due to = s
. . @ 85 o
outages of several gas fields in Norway, as well as from Z
the announcement of the Dutch government that the z
80
Groningen gas field will be permanently closed next
October. \l,
75
0 The Commitment of Traders for the week ending June
70

23 showed a net long position of 1 million EUAs,

Apr-23
May-23
Jun-23

confirming the end of the short squeeze that had been
governing the market for the past three weeks. v
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ADDING SHIPPING TO THE EU ETS

BULLISH EFFECT OF SHIPPING ON THE EV ETS

SUPPLY AND DEMAND
= 81.Im supply vs 90m emissions 120.00
= 78.4m earmark for the shipping extension 100.00
= Additional 3.5% (or 2.7m) earmark for most 80.00
impacted countries 2
. . - 2 60.00
= However, due to phase in of compliance obligation, '-'EJ
actual demand 40.00
= 2024:40% or 41Im 20.00
= 2025:70% or 74m 0.00
= 2026:100% or 107m
= To match the phase-in of demand, supply gets
cancelled ex-post for each respective year
CANCELLATION SCENARIO FOR 2024 VE
Cancelled with a delay 1/3 60.00

to make up for the —L— 40.00

lower demand
20.00
0.00

Same schedule as

[}
TNAC/MSR 2/3 X 000
S
f A \ -40.00
Important impact on -60.00
the supply demand -80.00
balance 100,00

Source: *Council initial proposal **Assuming the coverage key is similar to the aviation coverage key

NET SUPPLY AND DEMAND OF SHIPPING IN EU ETS

2024

2024

2025

2026

2027

2028

net supply m Demand

Fundamental balance

2025

2026

2027

2028

2029

2029

2030

2030
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WHEN SHOULD YOU START PREPARING YOUR COMPLIANCE?

PARTIAL EQUILIBRIUM OF ETS EXTENSION TO THE MARITIME SECTOR

A

Bullish due to
ETS reform

Net long
~40m

40% of 2024 VE 70% of 2025 VE
surrendered surrendered
Extension to:

400gt vessels +

Offshore vessels
Bullish year Bullish year

Net short Net short
~4m ~60m

100% of 2026 VE

surrendered

Bullish year

Net short
~40m

100% of 2027 VE 100% of 2028 VE
surrendered surrendered
Bullish year Bullish year

Net short Net short
~30m ~30m

100% of 2029 VE
surrendered

Bullish year

Net short
~40m

CBAM
monitoring start

CBAM phase in
25%

CBAM phase in
5%

Gradual phase-out of aviation free allocation

One-off

rebasing 90 min

EUA

One-off
rebasing 27 min
EUA

CBAM phase in

CBAM phase in
[0)A 22.5%

Heavily reduced free allocation for most sectors

CBAM phase
48.5%

Decarbonization
targets increase

from 55% to 62%

Increased LRF to 4.3%

Increased LRF to 4.4%

REPowerEU: Bearish pressure due to additional €20 billion of EUAs
- MSR mitigates the pressure

REPowerEU: bullish pressure due to lack of €20 billion worth of EUAs

ENVIRONMENTAL FINANCE

\

VERTIS



EUA FORWARD CURVE

‘IN CONTANGO’

Carbon contracts commodity curve

©Vertis. ALL RIGHTS RESERVED
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FINANCIAL IMPACT OF THE EU-ETS

CASE STUDY OF PANAMAX DRY BULK ROUND VOYAGE

-
-
_______

VESSEL DESCRIPTION

DWT
AGE
LOAD
CARGO

SPEED

FUEL

SCRUBBERFITTED

ROUTE DESCRIPTION

FROM/TO
DURATION

TOTAL CO2
EMISSIONS

CO2 EMISSIONS IN
EUVETS

* Disregarding phase-in period

82,500 MT
12 yrs
229m, beam 32.25m, TPC 70.5
97,000 cbm grain

Laden: 13.5 kts
Ballast: 14 kts

Laden: 33mt fuel oil (380cs t)
Ballast: 3Imt fuel oil (380cs t)

NO

EU / US GULF (round trip)
40 DAYS

3181 tonnes (round trip)

1590 tonnes (50%* - extra EU)

ENVIRONMENTAL FINANCE
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FINANCIAL IMPACT OF THE EU-ETS "

CASE STUDY OF PANAMAX DRY BULK ROUND VOYAGE

+$ 4,328 /day
+$ 2,893 /da
+ $ ],60] | day $ 8 fdoy

$ 7,683 [ day

o
=
<
z
2023 2024 2025 2026* - -
NO ETS W/ ETS EXPOSURE W/ ETS EXPOSURE W/ ETS EXPOSURE <
EXPOSURE 2
s
=z
EU ETS PHASE-IN 0% 40 % 70 % 100 % <
EUA DEC PRICE** (€) 85.80 92.32 95.35 9958 z
ADDED COST FOR
TR $64,040 $ 115,720 $ 173,120
ADDED COST FOR . . .
e +21% + 38% + 56%

* This is taking into account only CO2 emissions. There will be an added cost after 2026 as the EU-ETS will include methane slippage (CH4) and nitrous oxide
(N20).
** DEC is currently the most liquid month contract. The liquidity of the contracts might vary with the change of compliance deadline.

Data is taken on the 26/06/23 V
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FINANCIAL IMPACT OF THE EU-ETS ”

GREEN INDEXES - IMPACT ON DRY INDEX & FFA

CAPESIZE PANAMAX SUPRAMAX
Current Baltic Index 1492 1193 /48 3
2024: 40% EU ETS ~221 1713| ~74 1267| ~38 787
2025: 70% EU ETS ~406 1898 ~135 1328 A~ 70 818
2026 - :100% EU ETS ~639 2]3] 6190 1383 ~ 10 858

VVVVVV



HOW TO GET PREPARED?

VERTIS COMPLIANCE SERVICES

ONBOARD
WITH VERTIS

The on-boarding process
to start trading in the EU-
ETS market is significant
(kyc, Compliances, AML,

UBO, etc.). Start the process -
. sooner than later. !

OPEN A GHG .
ACCOUNT

We can assist you in
opening a GHG account
on the Union Registry to
e able to trade EUAs.

. ACQUIRE EUA " SURRENDER

Build your compliance Get sufficient EUAs based
strategy based on your on your exposure and
MRV reports, shipping surrender before 30th
profile, risk aversion, September n+l.
volume, prices and
timing analysis and start
to trade.

.

G Ensure that the commercial documentation (CP / Shipman / .. ) between the different parties is agreed.

ENVIRONMENTAL FINANCE
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ACQUIRE EVA

STRATEGY & TOOLS

VOLUME

Based on your previous year’s
MRV report, the required
volume of EUAs will be
acquired to ensure your
company’s compliance.
Depending on your profile, this
volume can be spread
throughout the year.

[am—3

ball|  echnical Analysis Qﬁ Policy Analysis

&

3

TIMING

Your company profile and
operation will determine
the optimal timing
strategy for acquiring
EUAs. This could entail the
cost pass through to the
charterer on a back to
back basis.

. o3 .
Market Seasonality .n. Fundamental Analysis Monte-Carlo Simulation //I-/ Price Alert

Financial Products opnP Price Corridor

ENVIRONMENTAL FINANCE
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CARBON MARKET RESEARCH & ANALYSIS

FOLLOW THE MARKET, MAKE INFORMED DECISIONS

We provide daily/weekly/monthly newsletter and ad-hoc price analyses and forecasts. These are of course completely free and can be tailored to your needs.

\4

VERTIS CARBON PRICE ALERT

Ths care=r i ez s e eeday

| EUA PRICE
CARBON MARKET DAILY NEWSLETTER EUR TS 2868

Carban ends G3-20 with marginal gains on coronasirus lid on the rebourd

VERTIS

CARBON PRICE ALERT

Tra tazee e e e Seeara e
CONTACT ; SRS ——
EUR-2,5% [ 25.61
Name Last Kame Name Last Hame
Carporate Trader Carponate Trader e e L )
mame.|astnamegnertis. com name. [astname Svertic com

+34:800 00 00 +34.50000 00 CLICK HERE TO PLACE A LIMIT ORDER

Daily newsletter Price Alert Monthly Report

il doriy | Gmskias | ‘Sewim erafin ver wmas
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‘ WEEKLY CARBON ANALYSIS
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https://vertis.com/en
https://vertis.com/en
https://twitter.com/Vertis_EF
https://twitter.com/Vertis_EF
https://www.linkedin.com/company/vertis-environmental-finance/
https://www.linkedin.com/company/vertis-environmental-finance/
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