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Schematic illustration of renewable energy
requirement for domestic transport, including rail,
marine and aviation (excl. off-road equipment).

Swedish Energy Agency (SEA) base scenario for energy 
requirement in domestic transport until 2045 (illustration)

The area between the green
and red curves illustrates the 
increased domestic
renewable energy production
intended to be made possible
through introduction of 
proposed additional financial
policy instruments.

The area between the yellow
and green curves illustrates
the remaining energy
requirement, mainly through
import, to meet Swedens
climate target for the transport 
sector. 
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What is required to enable investments in large production 
plants for advanced renewable fuels?

Grant

Debt

Equity

• Climat grant
• Industry grant
• EU Innovation 

Fund
• EU Horizon 2030

• European Investment
bank (EIB)

• Government loans and 
guarantees

• Commersial Bank loans
• Corporate bonds

Grants are deducted from the 
total investment to calculate the 
Net investment

Collateral is required in order to 
finance the Net investment
through equity and debt:

• either through secured cash-
flow to be able to pay interest, 
amortization and return on 
equity (project financing)

• or through a substantial balance
sheet in a large company with
owners accepting high risk.

• Share capital
• Shareholder

contributions
• Owner guarantees

Different components of 
investments:

Note: In order to secure cash-flow required for project finance we
propose implementation of Contracts for Difference (CFD) with off-take 
obligations for advanced renewable fuels
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Proposed model for CFD as financial policy instrument for 
investments in advanced renewable fuel production in Sweden

We propose implementation of Contracts for Difference (CFD) as policy scheme. CFD:s are
instruments which are well known by capital markets, which through auctions secure the difference
between the price required for investment and an uncertain, or to low market price. 
• Advanced renewable fuels investment projects bid for, and winners are awarded, CFD:s in so 

called reverse auctions (lowest bid wins).
• A CFD-contract is typically a civil law contract under which the Government, or an other

organisation guaranteed by the Government, commit to pay the awarded party the difference
between the price required to finance and realize the project (strike price) and a market price.

• Auctions are held on a recurring basis according to set categories each for different type of 
route to renewable fuels, with specific maximum administrative strike price and specific terms.

• The key feature is that the offered terms do not change for a project once awarded CFD, 
providing the required long-term stability needed to finance. (so called Grandfathering).

We also propose implementation of an off-take obligation for advanced renewable fuels based on 
raw materials listed in the RED II update of Annex IX A to create a clear demand for swedish feed-
stocks from forestry and agriculture.
• Distributors of fuels are proposed, in proportion to their respective share of the total distribution 

of fuels, within the respective market segment, be required within a specific quota for 
advanced renewable fuels, to distribute these fuels, with penalties for non-achievement equal
to the non-compliance fee.
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Contract for Difference (CFD) hypothetical illustration ION IRENA 
AND METHANOL INSTITUTE (2021), Innovation Outlook : Renewable Methanol, CITATION IRENA AND METHANOL INSTITUTE 
(2021), Innovation Outlook : Renewable Methanol,

Legend to Figure 48:

C1-C3 Construction phase: Project 
development and construction up to 3 years

O1-O20 Operation phase: Opeation up to 15 
years with CFD and thereafter without CFD

Blue curve (Strike price): Strike price for CFD 
years O1-O15

Blue curve (Break-even price): Min price for 
cost coverage during continued operation 
O16-O20

Green area (Market price proxy): Reference
market price

Red area (CFD payout): CFD payment of 
difference between strike price and 
reference market price.

In order to secure cash-flow required for project finance we propose CFD as financial policy instrument to cover 
the difference between financial and operational costs compared to an insufficient/uncertain market price.
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Learnings from UK Electricity Market Reform CfD for Renewables

Note: To stimulate competition between several projects we propose that all process routes within Grupp 1 and 
Grupp 2, following division in the categories Finished Products and semi-fabricated Products, compete 
within the resp. group/category in auctions for CFD-contracts. Each project in Grupp 3 for rebuild of excisting
process lines in oil refineries are proposed to be treated on an individual basis.

UK: CFD scheme for investments in Renewable 
Electricity Generation, ruled compatible with the 
internal market. (EC 23.7.2014)

UK Principle for CfD Categories:
In the … auction rounds, renewable energy 
technologies will be grouped as follows:
Group 1 - ‘established’ technologies
Group 2 - ‘less established’,
new and innovative technologies
Group 3 – biomass conversion plants

Sweden: Corresponding CFD categories
To enaable financing of domestic production of 
advanced renewable fuels
Grupp 1 – ”established” process routes
Grupp 2 – ”less established”, new and 
innovative process routes
Grupp 3 – ”Rebuilt excisting” proces lines for 
less than 100% renewable feed-stock (e.g. at 
oil refineries)

Sweden: Exampel of proces routes to advanced renewable fuels
Technology Raw material Processes Products

Termochemical Forest fuels
Agricultural residues

Gasifiction and 
following conversion to 
fuels

Alkohols
FT-fuels

Biochemical Lignocellulose Degradation of 
cellulose with
enzymes, followed by 
fermentation

Ethanol

Hydrogenation
& other
Thermo-
chemical

Residues from 
forest industry

Hydrogenation HVO diesel
HVO gasoline

Electro fuels & 
other Bio-
chemical

El, water and green 
CO2

Renewable el for 
electrolysis of water, 
followed by CO2 
capture and 
hydogenation

Electro fuels
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EC ongoing revision of rules for State aid promoting the green 
and digital transition

1.  Public consultation on the revised Climate, Energy and Environmental Aid 
Guidelines (CEEAG)
MS implementation of new financial policy instruments depend on EU State aid rules 
and the ongoing revision process is fundamental for implementing our proposals. 
Early July the Svebio project team submitted our comments on the revised CEEAG
document to the Ministry of Enterprise and Innovation (Sweden), which included our 
key proposals in the written comments sent by Sweden to EC end of July, 2021.
2.  Targeted review of the General Block Exemption Regulation (GBER)  (State 
aid):

Early November the Svebio project team submitted our comments on the 
revised GBER document to the Ministry of Enterprise and Innovation 
(Sweden), which has included our proposals in the draft written comments 
planned to be sent by Sweden to EC early December, 2021.

The European Commission revisions and initiatives linked to the European Green 
Deal climate actions and in particular the climate target plan's 55 % net reduction 
target were presented mid July 2021 under the Fit for 55 package.

The following activities are key to the revision of State aid rules and exemptions.


