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In 2025, the EU has a window of opportunity to write the
first chapter on e-SAF
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2 Sources: 1) This assumes a European e-SAF demand of ~20 Mt by 2050 and anindicative e-SAF price in the long run of ~€3,000-4,000 pertonne based on SkyPoweranalysis; 2) Data from the European »
Commission, supplemented with Project SkyPower analysis based on RMI(2024); 3) SkyPoweranalysis.


https://employment-social-affairs.ec.europa.eu/policies-and-activities/eu-employment-policies/social-dialogue/cross-industry-and-sectoral-social-dialogue/civil-aviation-sectoral-social-dialogue_en
https://employment-social-affairs.ec.europa.eu/policies-and-activities/eu-employment-policies/social-dialogue/cross-industry-and-sectoral-social-dialogue/civil-aviation-sectoral-social-dialogue_en
https://employment-social-affairs.ec.europa.eu/policies-and-activities/eu-employment-policies/social-dialogue/cross-industry-and-sectoral-social-dialogue/civil-aviation-sectoral-social-dialogue_en
https://employment-social-affairs.ec.europa.eu/policies-and-activities/eu-employment-policies/social-dialogue/cross-industry-and-sectoral-social-dialogue/civil-aviation-sectoral-social-dialogue_en
https://rmi.org/wp-content/uploads/dlm_uploads/2024/02/sustainable_aviation_fuel_targeted_opportunity_region_great_lakes.pdf
https://rmi.org/wp-content/uploads/dlm_uploads/2024/02/sustainable_aviation_fuel_targeted_opportunity_region_great_lakes.pdf
https://employment-social-affairs.ec.europa.eu/policies-and-activities/eu-employment-policies/social-dialogue/cross-industry-and-sectoral-social-dialogue/civil-aviation-sectoral-social-dialogue_en
https://employment-social-affairs.ec.europa.eu/policies-and-activities/eu-employment-policies/social-dialogue/cross-industry-and-sectoral-social-dialogue/civil-aviation-sectoral-social-dialogue_en
https://rmi.org/wp-content/uploads/dlm_uploads/2024/02/sustainable_aviation_fuel_targeted_opportunity_region_great_lakes.pdf

ReFuelEU Aviation is game-changing, setting a clear
trajectory for e-SAF scale-up to meet EU climate targets

Mandated e- SAF volumes in the EU, in Mt perannum (% blendingin total jet fuel)

¢ Mandateduptake ~20 Mt
Required supply scale-up trajectory (35;/0)
~8 Mt
(15%)
~5 Mt .
(10%)
~2.5Mt *
(o)
~1 Mt (5%)
(1.2%) N
.
2025 2030 2035 2040 2045 2050

Note: This assumes an EU jet fuel demand of ~50 Mtin 2030 and an annual demand increase of 1% towards 2050. »

3 Source: European Commission.



https://transport.ec.europa.eu/transport-modes/air/environment/refueleu-aviation_en

Without further public supyport, the EU could risk facing
disruptive penalties and missing climate targets

Mandated e- SAF volumes in the EU, in Mt perannum (% blending in total jet fuel)

¢ Mandateduptake ~2.5Mt
Required supply scale-up trajectory (5%)
, *
lllustrative actual supply scale-up Potential outcome with Outcome I: disruptive
additional government support penalties in the order of ~£30-

threaten EU aviation industry

~1Mt OR
(2%)
* :
Q12025: no single commercial- ~0.6 Mt Outcome 2: mandate
scale e-SAF project has (1.2%) relaxation erodes EU legislative
reached FID globally * credibility, climate targets and
industrial competitiveness
I ___________ _{; T T 1
2025 2030 2032 2035
Note: 1) Total possible penalties incurred if no e-SAF is used between 2030-2034. Assumes the penalty amounts to 2x the price differential between fossil jet fuel and e-SAF, with aniillustrative price of
~€7,500 pertonne e-SAF.
4 Sources: ReFuelEU Aviation (Article 12), EASA (2024), Project SkyPower analysis.



https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32023R2405
https://www.easa.europa.eu/en/newsroom-and-events/press-releases/easa-publishes-report-european-union-sustainable-aviation-fuels

Final mvestment Decisions are hindered by unaddressed

risks causing market failures

a Key risks

E- SAF project developers and NO LONG-TERM OFFTAKE
project financiers COMMITMENTS

o o e e e e e e e e e e e

Revenuerisk giventhe needto
guarantee acertain debt-service-cover-
ratio to secure debt financing

Counterparty credit risk givenrelatively
low credit rating of airlines, indicating arisk
to meeting offtake agreement obligations 1

Project-on-projectandtechnology NO FINALINVESTMENT
performancerisk given novel system DECISIONS

integration

Regulatory risk given production
criteriafore-SAF could change

5 Source: Insights report (2024).
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E- SAF offtakers (e.g. fuel suppliers,

aircraft operators)

|
| lower costs

| N .
I Counterparty creditrisk given
| producers are often start/scale-ups

' Pricerisk given second/third-of-a-kind
projects could potentially produce at

Regulatory risk given a perception of
uncertainty around the stability of the

mandate

>


https://project-skypower.org/news-publications/accelerating-take-e-saf-europe

A government-backed market ntermediary could
warehouse key market risks to unlock FIDs

0 Key offtake blockers Otherkey risks De-risking mechanisms

E- SAF project developers and

@

Government-backed

project financiers ffa_ljf_ff?_f____. market intermediary

‘i‘
|
1
n Counterparty credit risk \ 0
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Project-on-projectandtech.
performance risk

Regulatoryrisk (production criteria)

» Project finance de-riskingmechanism

» Regulatory certainty on production criteria

6 Source: Insights report (2024).

v,
.
A\
.

transfer

ED

E- SAF offtakers (e.g. fuel suppliers,

aircraft operators)

{
| . .
| 0 Pricerisk
0 Counterparty credit risk

,s———————————————————

Regulatoryrisk (mandate)

« Demand aggregation and stimulation

» Regulatory certainty on mandates


https://project-skypower.org/news-publications/accelerating-take-e-saf-europe

Through five key steyps, a government-backed market
Intermediary could scale e-SAF production in the EU

1. Intermediary signs 2. Intermediary 3. e-SAF plants 4. e-SAFis 5. Funders cover gap
grant agreement with designs and holds reachFID, raise produced, delivered between purchase
public fund provider(s) e-SAF purchaseand capital and get built and paid forviathe and sales price
sales auctions intermediary
[ga E-SAF A E-SAF Production price Double_sided
- - . optimisation uole-si
roducer B offtaker || T----FR=-=2%-=C___ -

P = Concessional ranuir?itrlr?igz
Purchase Multiole sales -...funding ____. concessional
auction(s) m ach)tions Market fgnding

L E-SAF Market - A  E-SAF . requirements,
producer 10-year intermediary B offtaker which canbe

3-5-yearsales topay d

purChase contracts m'anage

contract(s) using sales

Grey market process

» E_SAF - A E-SAF price mechanics

producer B offtaker

E- SAF production cost

Notes: 1) Sales process mechanicsinclude for example using price collars to set a floor and ceiling price for bids. (»



Public supyport should unlock FIDs, optimise capital use, catalyse
a self-sustaining EU e-SAF market and be easy to implement

Three types of public support Fixed-level support Contracts-for-differencee.g. Market intermediary with gov.-
mechanisms evaluated: e.g. SAF Allowances, tax credits via a one-sided auction backed double-sided auctions
Eight key criteria that best evaluate the different public support mechanisms against the objectives:

_ _ 1. ..bycreatinglong-termrevenue certainty for producers
Bring the first wave of e- SAF projectsto FID

2. ..bymanagingpricerisk forofftakers

Protect the EU’s interests by optimising use of EU 3. .. by minimising subsidy requirement
public capital 4. .. byminimising financial risk exposure

5. ..bysupporting market price transparenc
Catalyse a self-sustaining EU e- SAF market y SUpporting P P y

6. ..bykickstartingadynamic and liquid market of critical mass

/. ..byensuringfastimplementation
Ensure quick and easy implementation / = .

8. ..byensuringlow complexity of implementation



A government-backed market mtermediary can achieve the
objectives more effectively, compared to other mechanisms

Meets criterium
Partially meets criterium
Does not meet criterium

1. Createslong-term

Bring :
: revenue certainty
projects
toFID 2. Manages price risk
. 3. Minimises EU
Op;;.mlse subsidy requirement
ublic
gapital 4. Minimises EU risk
exposure
5. Supports price
(?atglyse transparency
liquid ,
market 6 Qreates dynamic
liquid market
Ensure 7. lsquick to
ease of implement
implem- 8. Iseasyto
entation  implement
Summary assessment

Only covers share of revenues'’

Does noteliminate the need forlong-term

contracts but could lower premium
No competitive bidding process

Risk exposure limited to total subsidy
envelope

No publication of production nor sales
price

Prohibitivelylarge funds needed for
criticalmass?

SAF Allowancesinplace; restructuring
dependent onrevision of ETS Directive

Existinginstrument, low complexity

v Easy toimplement

o Risk of significant over-
subsidisation if too high, but can fail
to get projects to FID if too low

Fixed-level support Contracts-for-differencee.qg.
e.g. SAF Allowances, tax credits via aone-sided auction

Ensures required revenues

Does noteliminate the need forlong-term

volume commitments

No incentive fordemand competition

Liable for full strike price, but tools exist to

manage

Publication of average strike price for
producers

Potentiallock-in of dependenceon
artificial price (strike price)

Market intermediary with gov.-

backed double-sided auctions

Enables short term contracts and could
lower premium

Optimises production and sales prices

Liable forfull purchase price, but tools
existto manage

Publication of both purchase price and
sales price

Phase-out of supportis possible after
criticalmassis reached

National government-funded pilot possiblein 2025/26;
EU-levelroll-out dependent on allocation of funds

Testedinstruments that could be rolled out for e-SAF;
careful design of auctions necessary

v Adequate revenue support to most

cost competitive producers
o Risk of market stalling given
dependence on high subsidies

v' Tackles market failures on both

sides in a capital-efficient manner

o Risk exposure buttools exist to

manage it

Notes: 1) Currently, SAF Allowances can be claimed on an annual and ex-poste basis only; 2) The share of the price differential between e-SAF and fossil jet fuel covered by SAF Allowances would need to be adjusted downwards
to optimise for effectiveness and volumes supported with the available funds.



A market intermediary allows for flexible tender design,
allowing supyport levels to be matched to funding envelope

Examples of flexible design choicesin control of funder, to trade off between level of support and risk exposure

NON-EXHAUSTIVE

% of mandate Purchase contract Sales contract Range of eligible
volumes supported duration (to producers) duration (to offtakers) sales bids
100% 15 years lyear No limits Higher support/
4 I 4 higher exposure
o
A A ;Pnce N lllustrative choices
40% .Co||ars .......
v v v v Lowersupport/
10% lyear 15 years Uniform price lower exposure

Note: 1) Share of estimated volumes required to fulfil the 2035 e-SAF sub-mandate . »



NUMBERS ARE INDICATIVE

A series of e-SAF tenders could support the scale-up of
production and offtake towards a liquid e-SAF market

Stage gate: if market supply is stillinsufficient,
further support would be required

First e- SAF tender D Second e-SAFtender Z> Third e- SAF tender

capacity unlocked®

1
1
o Purchase auction 2025/26 (pilot) 2027/28 ! 2031/32
= :
*L 1
e - - - - EU ETS Aviation revenues : ReFuelEU penalties
w -
O Potential funding Co-funding fromtn?tlonal (a share of ~€15 bn expectedrevenue : (ashare of up to ~€16 bninfines for
§ etlis governments from 2030-20392) ! missing the 2030/31 mandate?)
g :
r , , Existing provider e.g. '
a Executing entity o Li: 9p ° H TBEU. _— | Hi TBIEDU. _—
® Hlnico by H2Globa e.g. Intcoor Institution : e.g. Intcoor Institution

- Enables first- of-a-kind Builds momentumtoa : Reinforces market
5 Intended outcome lants & orice di liquid market . IV if not on track
g plants & price discovery iquid marke ! only if noton trac
£ i
© Number of e-SAF 1-2plants ~6 plants : ~12plants
.E plants unlocked* operational by 2030 operational by 2032 ! operational by 2035
@© 1
= |
> - i 1
B ~50ktpa ~300ktpa | ~600ktpa

Notes: 1) €100+ bn of public funding for clean technology in EU Member States has not yet been disbursed, of which a share could be available for e-SAF; 2) Expected cumulative EU ETS Aviation revenues
intheyears 2030 to 2039, assuming a carbon price of €80 pertCO,; 3) This assumes a penalty price of ~€13,500 per tonne e-SAF not tanked in both 2030 and 2031; 4) 50 ktpa plants. 5) Market liquidity
could appear after 5% of mandated volume by 2050 is reached (i.e. ~1 Mtpa production capacity), in line with development of similar markets; however, further auctions can be scheduled as required until
12 the market is self-sustaining.

Sources: Project SkyPowermodelling, EEAETS Inventory (2025), Auguan (2025), Bruegel (2022), European Commission (2025), Dutch Parliament (2024).



https://www.eea.europa.eu/en/analysis/maps-and-charts/emissions-trading-viewer-1-dashboards
https://insights.auquan.com/germany-to-invest-100b-to-boost-climate-energy-transition
https://www.bruegel.org/opinion-piece/nextgenerationeu-underused-facility
https://ec.europa.eu/commission/presscorner/detail/en/ip_25_846
https://www.eerstekamer.nl/overig/20240917/meerjarenprogramma_2025/document?utm_source=chatgpt.com

Project
SkyPower

Key
takeaways

The e-SAF mandate is game-changing, but without further public support there is arisk of the market
stalling, resulting in either penalties or erosion of EU legislative credibility and jeopardising climate targets

and industrial competitiveness.

A government-backed market intermediary warehouses key market failures to bring the first wave of e-
SAF projects inthe EU to FID, activating both the supply and demand side of the market and building

confidence in the e-SAF value chain to unlock private capital.

In addition, a market intermediary best optimises the use of public capital in the short term to efficiently

catalyse a self-sustaining EU e- SAF market over the longterm. It can be advantageous over other

instruments, e.qg.:

+ Fixed-level support, whichis easy to implement but generally only supports one side of the market
and carries arisk of inefficient use of public funds with significant over-subsidisation;

+ Contracts-for-difference, which supports the supply side but does not protect the demand side

against price risk, with the risk of the market becoming dependent on high subsidies.

The market intermediary is a flexible instrument, enabling funders to control the level of support versus

risk exposure, to align with the funders’ strategic objectives while limiting financial exposure.

Three purchase auctions could catalyse the e- SAF market, before phasing out public support:

1) ajoint member state pilot auctionin 2025/26 (e.g. via Hintco by H2Global) to build the first-of-a-kind e-
SAF plants and create price transparency;

2)an EU ETS funded auction in 2027/28 to drive confidence and scale;

3)one or more auctions funded by penalties from 2031 toreinforce the market if needed.



Over 50 companies have co-signed an open letter asking
for governments to fund a pilot e-SAF tender
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This work was developed with support and input from Project SkyPower's

Steering Committee. However, the views of individual organisations may differ
regarding certain findings and recommendations.

For more details on design choices, cashflows, timelines and such, please
reach out to Secretariat@Project-Skypower.org

Project
SYSTEMIQ
SkYPOWGY For more information, visit our website: Project- SkyPower. org



https://project-skypower.org/
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