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What will be covered

1. More about the different markets for EUAs.
2. OTC vsfutures markets, why GRM - what is the benefit?

3. Regulatory treatment of EUAs and what impacts the
setup with GRM.

4. Walk through a forward transaction - quote, booking,
settlement and transfer/delivery.

e Briefly cover credit lines - threshold and
margining.

b. Market hours and other practical matters.

6. EUA price drivers.
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Brief Introduction to Global Risk Management

Location and Structure

* Financial services firm regulated in Denmark.

« Sales offices in Copenhagen, Middelfart, Singapore.

Around 60+ employees.

* Principal risk taker with traders based in London,

Houston and Copenhagen.
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Ride the Next Wave

Our Sales Execution Team for EUA Pricing

Simon Schiermer Andreas Mernild lvan Luburic

Andersen

Our Expertise

Active in power, gas, coal, oil, biofuels, freight and
emissions markets.

Offers risk managements services to third parties and
group companies.

Works with clients to offer customised hedging
solutions.
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Emissions - Route to market

Primary Market

* Only accessible viaauctions

* 28 countriesuse acommon auction platform

* 523 million allowances auctioned in 2023

* Eligibility of who can participate - Compliance buyers, investment firms, credit institutions, business groupings of
compliance buyers etc.

*  Minimum bid size is 1lot =500 allowances

Secondary Market

» FuturesonICE, EEX(Market operates daily between 8 am to 6 pm CET, settlement is 5.15 pm)
* OTC(over-the-counter)markets via banks and firms such as GRM
* Lot sizesonthe exchange: Tlot=1000 EUAs

Primary and Secondary (exchange-based) markets are standardised,

limited flexibility in terms of size and delivery.
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Dan-Bunkering, GRM and
Emissions

From 2018, emissions fall under the scope of MiFID Il (Markets in
Financial Instruments Directive)and are considered
financial instruments.

Regulation and treatment of EUAs will vary from country to country.

GRM has three entities that will manage clients based on certain
considerations(location, product, entity classification etc.).

GRM has been transacting in emissions for industrials and airlines for
many years - existing infrastructure and centralised risk.

“A range of fraudulent practices have occurred in spot secondary
markets in emission allowances (EUA) which could undermine trust
in the emissions trading scheme, set up by Directive 2003/87/EC of
the European Parliament and of the Council (11), and measures are
being taken to strengthen the system of EUA registries and
conditions for opening an account to trade EUAs. In order

to reinforce the integrity and safeguard the efficient functioning of
those markets, including comprehensive supervision of trading
activity, it is appropriate to complement measures taken under
Directive 2003/87/EC by bringing emission allowances fully into the
scope of this Directive and of Regulation (EU) No 600/2014 of the
European Parliament and of the Council (12), by classifying them as

financial instruments.

Source: DIRECTIVE 2014/65/EU OF THE EUROPEAN PARLIAMENT AND OF
THE COUNCIL https://eur-lex.europa.eu/legal-
content/EN/TXT/HTML/?uri=CELEX%3A320141.0065

Reqgulation and a centralised group approach, currently means all EUAs flow through GRM.


https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX%3A32014L0065
https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX%3A32014L0065

Considerations for Setup

Location Products - Forwards, Spot,
Financial
* Setupwith GRM Holding, GRM e Spottransactionsonly - setup with
F/S and GRM Singapore GRM Holding or Singapore depending
location

* Further considerations -
 Forwards - depending where you are

productstype
based (EU or rest of the world -
Singapore)
« Other considerations - country
specific considerations for EUAs
Ride the Next Wave

Company Profile

Rules for investment firms -
our clients must meet certain
criteria(balance sheet size,
employees, experience etc.)

If you are considered a retail
client - only access to spot
markets

Dan-Bunkering



Before we can transact
Checklist

«  Complete KYC with relevant GRM entity GRM setup:
 Creditand Legal -depends on what instrument you want to trade KYC, Credit, Legal
« Typeof product:
Forwards Have a Registry Account
* Trades done under ISDA with an Emissions Annex
 Doneoncreditlines -lines are margined. What are you buying?

Spot

L]

delivery, failure to perform etc. I:'

* In-house terms and conditions outlining e.qg. payment,

« Havearegistry account(trader or operator) How many do you need and

« Have aprocurement plan! when do you need them?

Ride the Next Wave 8 Dan-Bunkering
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Scenario: Company A, must deliver 421 EUAs on
Tuesday, 16" April.




Step 1. Call Fuel Supplier

d — e®m
Fuel Supplier requests:

421EUAs for delivery on 16th April.
(BB pricing sheet)

G(R)M

Necessary checks - credit line, tenor, etc.
Price up to this OTC position.

D — c@m

GRM quotes:
54.70 EUR for the April 16th delivery.

d — ===

Fuel Supplier sends the price to the Company A.

In the background
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D —— GR)M
Contact for a price update
arRm — D

Price update: EUR 54.85

d —

Price update: EUR 54.85

If Company A wants to proceed

G(R)M

Trader adds GRM to call/email to confirm the price
and transaction directly, with the authorised trader
at Company A.

As GRM is the transacting party the price and confirmation of the deal are done
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with GRM on various chat platforms (Teams, ICE chat, Refinitiv) or via telephone.




Scenario: Company A, bought 421 EUAs for 54.85 EUR/EUA for delivery on

Tuesday, 16" April.

Between today to 11" April

Margining: the EUA market will move. Your threshold is the credit limit we give you
(could be zero).

Threshold: (Current market price - 54.85)x number of EUAs
For example, say on 4th March, the market closes at EUR 50.15.
Market position: 50.15 - 54.85=-4.7x 421=EUR 1,978.70 out of the money.

Your threshold with GRM is EUR 10,000, no need to deposit margin.
If the market move exceeds EUR10,000 then, GRM require you to pay in collateral.

Ride the Next Wave

14-02-2024 14:32 (CET)

ID: 1243971
TRADE RECAP G VI
For Company A
Att. Trader A

We are pleased to confirm the following transaction(s) traded with Company A on 14 February 2024.@

Company A BUYS FROM GLOBAL RISK MANAGEMENT:

EU Allowance
VOL UNIT VOLUME  DELIVERY DATE PAYMENT DATE PRICE GRM Registry Account
MT 421 16 Apr24 11 Apr 24 54.85 EUR/MT None
421 54.85 EUR/MT

Please review and reconfirm the details of the transaction(s) immediately replying to this e-mail.

If anything in this recap is incorrect, please immediately contact me or one of my colleagues at +45

88 38 00 00 or hedging@globakriskmanagement.com.

Juding any

The Master Agreement agreed betwe e above parties applies tg this trade (i
amendments and supplements toit).

A formal confirmation of the transacti

Best regards,

A/S Global Risk Management Ltd. Fondsmaeglerselskab

Amy Barty
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Scenario: Company A, bought 421 EUAs for 54.85 EUR/EUA for delivery on
Tuesday, 16" April.

20-02-2024 10:13 (CET)

ID: 1245182
Between today to 11" April

TRADE RECAP
Margining: the EUA market will move. Your threshold is the credit limit we give you G M
(could be zero).
Threshold: (Current market price - 54.85)x number of EUAs For COMPANY A

Att. Trader A
For example, say on 4th March, the market closes at EUR 50.15.
Market pOSitionZ 50.15-54.85=-4.7x 421=EUR 1,978.70 out of the money. We are pleased to confirm the following transaction(s) traded with Company A on 20 February 2024.
Your threshold with GRM is EUR 10,000, no need to deposit margin. ©® COMPANY A BUYS FROM GLOBAL RISK MANAGEMENT:
If the market move exceeds EUR10,000 then, GRM require you to pay in collateral. EU Allowance

VOL UNIT VOLUME DELIVERY DATE PAYMENT DATE PRICE GRM Registry Account
MT 780  23Feb24 20Feb24 57.30 USD/MT EU-100-5034029-0-28

Thursday, 11" April - Settlement 780 57.30 USD/MT

Settlement: Receive a settlement invoice for 54.85x 421 EUAs = EUR 23,091.85
Please review and reconfirm the details of the transaction(s) immediately replying to this email.

Payment Is set to three bUSIneSS dayS prlor to dellvery' If anything in this recap is incorrect, please immediately contact me or one of my colleagues at +45
88 38 00 00 or hedging@alobaltriskmanagement.com.
Timing allows for bank cut-offs, time differences and delay in payment clearances.

The Master Agreement agreed between the above partiés appliasto this trade (including any

Once payment are recieved, EUAs are delivered. amendments and gupplemants iat).

A formal confirmation of the transaction(s) will be provided to your company shorthy.

Ride the Next Wave
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Scenario: Company A, bought 421 EUAs for 54.85 EUR/EUA for delivery on
Tuesday, 16" April.

20-02-2024 10:13 (CET)

ID: 1245182

Between today to 11" April

TRADE RECAP
Margining: the EUA market will move. Your threshold is the credit limit we give you G M
(could be zero).
Threshold: (Current market price - 54.85)x number of EUAs For COMPANY A

Att. Trader A
For example, say on 4th March, the market closes at EUR 50.15.
Market pOSitiOHi 5015 - 5485: _47 X 42] = EUR 1197870 out Of the mone)/- We are pleased to confirm the following transaction(s) traded with Company A on 20 February 2024.
Your threshold with GRM is EUR 10,000, no need to deposit margin. ©® COMPANY A BUYS FROM GLOBAL RISK MANAGEMENT:
If the market move exceeds EUR10,000 then, GRM require you to pay in collateral. EU Allowance

VOL UNIT VOLUME DELIVERY DATE PAYMENT DATE PRICE GRM Registry Account
MT 780  23Feb24 20 Feb 24 57.30 USD/MT EU-100-5034029-0-28

Thursday, 11" April - Settlement sl Tty
Settlement: Receive a settlement invoice for 54.85 x 421 EUAs = EUR 23,091.85

Please review and reconfirm the details of the transaction(s) immediately replying to this email.
Payment iS setto three bUSineSS dayS prior to delivery' If anything in this recap is incorrect, please immediately contact me or one of my colleagues at +45

B 3 00 00 o P gt
Timing allows for bank cut-offs, time differences and delay in payment clearances.

The Master Agreement agreed baween the above parties appliasto this trada (including any
Once payment are recieved, EUAs are delivered. amenaments and supplamerts to i).

The Company A now has 421 EUAs in their registry account

and can transfer onwards to other account holders.




Recap: Company A, must deliver 421 EUAs on Tuesday, 16t
April.

AN NI NERN

b S eem — P —

421EUAs for delivery on

Company A
GRM Steup
Registry Account

Choice of product
Procurement plan

Contact for
a price update

Ride the Next Wave

16th April.

d —

Dan-Bunkering
Fuel Supplier

Price update:
EUR54.85

Fuel Supplier sends the
price to the Company A.

54.70 EUR for the April

G@M > t — li:ll.:_7'

Necessary checks - .
credit line, tenor, etc. Dan-Bunkering CompanyA.
Price up to this OTC Fuel Supplier Company A received
the price

position.

Price update:
EUR 54.85

s — b 5 —

Company A Trader adds GRM to call/email to confirm
Company A wants to the price and transaction directly, with
proceed the authorised trader at Company A.

15 Dan-Bunkering



Practical Matters

8AM 8.30 PM 8 AM 6PM

Execution desk is staffed EUA Market
trading hours

Ride the Next Wave

5:15PM

Settlement

16

(CET)

GRM can sell you any quantity for any
delivery, provided the delivery date is not a
holiday - we can even sell you EUAs in USD.

Both Phase 3 and 4 EUAs are valid, and you
might receive either in your account.

EUAs are a physical asset - you only
surrender what you need to. EUAs do not
expire and remain on your account.

Dan-Bunkering




ICE Dec24 future chart compared to Barchart.com

Chart - EUA Futures - EUA - Dec24, 1
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EUA Price Drivers

WEATHER

Cold weather results
in higher energy
demand.

Big driver is gas
prices - fuel
switching.

Ride the Next Wave

LEGISLATION

Policy drivers
(e.g. EU Fit for 55')
Cap and Trade

18

1

0

RENEWABLES

|ess reliance on fossil
fuels

Impact on energy
market supply

Dan-Bunkering
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