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Introduction

Methane emissions are a threat to global climate and human
health. Atmospheric methane concentrations are at their highest
ever, having risen by almost 10 per cent in the past 20 years.’

As the second most important greenhouse gas (GHG),
more than 80 times more powerful than carbon dioxide
(CO,) over a 20-year period, methane has contributed to
25 per cent of the global warming experienced today.”

Methane contributes to the formation of tropospheric
ozone, a potent local air pollutant that causes serious
health problems, contributing to illnesses and premature
deaths as well as to losses in agricultural harvests.®
Cutting methane emissions by 45 per cent by 2030 has
the potential to prevent 255,000 premature deaths and
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775,000 asthma-related hospital visits each year, as well
as increasing global crop yields by 26 million tonnes per
year.

Anthropogenic methane emissions arise from three
main sectors: energy, agriculture and waste. The energy
sector comprises methane emissions from oil, gas and
coal. In its Special Report on Global Warming of 1.5°C,

the Intergovernmental Panel on Climate Change (IPCC)
found that “.. pathways that limit global warming to 1.5°C
with no or limited overshoot involve deep reductions
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in emissions of methane...” ® The Global Methane
Assessment, launched jointly by the Climate & Clean
Air Coalition (CCAC) and United Nations Environment
Programme (UNEP), called for reductions of global
methane emissions by 45 per cent by 2030 in order to
limit global warming to 1.5°C this century.®

Against the backdrop of the European Green Deal
commitment to reduce GHG emissions by at least 55
per cent by 2030, the European Commission proposed

a Regulation on Methane Emissions Reduction in the
Energy Sector ("EU Methane Regulation”) in December
2021. The general objective of the Regulation is “to
preserve and improve the environment by reducing
methane emissions from fossil energy produced or
consumed in the Union." " The words “or consumed” are
particularly crucial, as most of the energy consumed

in the EU comes from imported fossil fuels and the
methane emissions related to these imported fossil fuels
are released long before they reach EU borders.
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Reducing emissions from fossil energy consumed in the
EU will require meaningful measures to address both
domestic sources of methane emissions as well as those
associated with imports. Despite this, the Commission
limited its provisions on monitoring and mitigation of
methane emissions to EU domestic actors only, absolving
importers of any meaningful measures in order to access
the EU market.

This report exposes the EU methane emissions problem
associated with imports, demonstrating the need to
extend the EU Methane Regulation across the supply
chain - imports included - in order to meet EU climate
objectives and set the world on a path to cutting methane
emissions by 45 per cent by 2030.

Above: Methane is released during various mining activities,
through the degasifications and ventilations systems, or through
vents and fissures in abandoned and closed mines.




EU dependence on imported fossil fuels

The EU 1s a major consumer of fossil fuels. In 2020, 411.5 million
tonnes (Mt) of oil was consumed, representing 35 per cent of final
energy consumption in the EU; 399.6 billion cubic meters (bcm)
of gas was consumed, representing 24 per cent of final energy
consumption in the EU; and 426.6 Mt of coal, representing 12 per
cent of final energy consumption in the EU.’

Several EU countries produce fossil fuels. In 2020, the EU
produced 55.68 bcm of gas with production led by the
Netherlands (24.08 bcm), Romania (8.91 bcm) and Italy
(4.013 bcm).” The same year, the EU produced 18.7 Mt of
oil, with Italy (5.39 Mt), Denmark (3.52 Mt) and Romania
(3.33 Mt) being the biggest producers.”” The EU produced
338.15 Mt of coal in 2020, of which 244.46 Mt was brown
coal and 56.53 Mt was hard coal, led by Germany (120.45
Mt), Poland (108.48 Mt) and Romania (12.03 Mt)."!

per cent of the oil and 90 per cent of the gas it
consumes."” So heavy is this reliance that the EU
consumes more than half of all globally traded gas.”

Russian suppliers dominate the import of coal, oil and
gas into the EU (see Table 1). About a quarter of the total
length of global pipelines are in Europe, with the Druzhba
Oil Pipeline linking Russia to Germany being the longest
pipeline in the world.” The EU is also a major importer of

Table 1: EU fossil fuel imports in 2020

Gas (o)1 Coal (hard)
Total gas imports: 400.59 bcm'® Total oil imports: 746.52 Mt"" Total coal imports: 87,73 Mt*
Russia | 155.19 bcm (38.9%) Russia | 170.56 Mt (22.8%) Russia | 43.05 Mt (49.1%)
Norway | 74.56 bcm (18.61%) United States | 52.56 Mt (7%) United States | 13.37 Mt (15.2%)
Algeria | 29 bem (7.2%) Norway | 47.81 Mt (6.4%) Australia | 11.92 Mt (13.6%)
United States | 15.68 bcm (3.9%) Saudi Arabia | 44.29 Mt (5.9%) Colombia | 4.73 Mt (5.4%)
United Kingdom | 15.15 bcm (3.8%) United Kingdom | 40.26 Mt (5.4%) South Africa | 1.09 Mt (1.2%)
Others | 27.6% Kazakhstan | 37.55 Mt (5%) Others 15.5%
Nigeria | 34.6 Mt (4.6%)
Iraq | 29.11 Mt (3.9%)
Others | 44%

Figure 1: Main countries exporting fossil fuels to the EU

Norwa‘y{’"~ :

United Kingdomi

United States

‘Colombia

‘Algeria

' Nigeria

Iraq

"South Africa

Kazakhstan

Saudi Arabia

Australia

During the past two decades, from 2000-20, EU
dependency on fossil fuel imports has increased from
65.7 to 83.6 per cent for gas, from 29.8 to 35.8 per cent for
coal and from 92.8 to 96.2 per cent for oil.”

The Russian war in Ukraine triggered the urgent need
for the EU to diversify its energy sources to reduce its
dependence on Russian fossil fuels. These changes
will be particularly driven by the provisions of the

by the end of 2022, while also securing a long-term
sustainable energy supply to Europe.” REPowerEU
outlines a package of measures to reduce energy
demand, diversify supplies and accelerate the transition
to renewable energy sources, updating certain targets
that were set under Fit For 55.

For example, the European Commission has proposed
to increase the headline 2030 target for renewables

liquified natural gas (LNG), transported on ships.”
Despite its domestic production, the EU relies heavily on

: : . . Above: About three-quarters of total meth issi the oil
fossil fuels imports, importing 70 per cent of the coal, 97 o o HHETHANE EHIESIOnS HRE Ol

and gas operations occur upstream
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REPowerEU plan, released by the European Commission
in May 2022.”° REPowerEU aims to end EU dependence
on Russian fossil fuels as quickly as possible, in principle
by 2027, with a two-third cut in Russian gas imports

HIDDEN HARM

from 40 per cent to 45 per cent under Fit for 55, setting
a goal of 10 million tonnes of domestic renewable
hydrogen production and 10 million tonnes of hydrogen
imports by 2030 to replace fossil fuels in hard-to-



decarbonise industrial sectors such as cement, steel and
petrochemicals.

REPowerEU also includes the creation of an “EU Energy
Platform” which aimed to secure energy supplies of gas,
LNG and hydrogen to refill gas storage facilities in time
for winter 2022-23 and beyond.?” As the EU works with
international partners to diversify supplies, the map of
exporting countries to the EU will change in the coming
months and years.

For gas, Norway planned to deliver 90 becm of gas to the
EU in 2022, compared to 74.56 bcm in 2020, representing
about 24 per cent of EU demand.” In a joint EU-Norway
declaration, the European Commission further supported
Norway'’s exploration of new fields to continue to

supply to Europe beyond 2030, without stating the exact
quantity of gas exports in the coming years.*

The United States (US) has also ramped up its gas exports
to the EU: between January and April 2022, it exported 74
per cent of its LNG to Europe, compared with an annual

Figure 2: Monthly gas imports to the EU between January 2021 and September 2022 (bcm)
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Figure 3: Monthly oil imports into the EU from January 2021 to September 2022 (Mt)
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average of 34 per cent in 2021.”° The EU further signed an
agreement with the US to import an additional 50 bcm
of LNG annually until at least 2030, which means the US
will export about 65.68 bcm of gas, compared to 15.58 in
2020.%

Imports from the UK have also increased considerably,
from 0.73 bcm in September 2021 to 2.49 becm in
September 2022. Likewise, Algeria exported 1.6 bcm of
gas to the EU in September 2021, increasing to 2.63 bcm
in September 2022 (see Fig 2).

On top of the agreements that are already in place, the EU
is exploring new deals with current or new partners to
further diversify gas supplies. Nigeria, Niger and Algeria
have signed a memorandum of understanding to build
the Trans-Saharan Gas Pipeline that will stretch across
the Sahara Desert, with up to 30 bcm of gas transported
from Nigeria via the other two countries to be sent to
Europe each year.”” The European Commission also
signed a deal with Azerbaijan to double imports of gas
by 2027, with Azerbaijan already increasing deliveries of
gas to the EU from 8.1 bcm in 2021 to an expected 12 bcm
in 2022.7

Over the same period, Russian oil exports have
significantly dropped, from 14.85 Mt in August 2021
t0 9.79 Mt in August 2022, while imports from the US,
Norway, Saudi Arabia and Iraq have increased.

Coal imports have not only diversified but have increased
since the beginning of the Russian war in Ukraine as

a way of responding to reduced gas supplies. In June
2022, European countries imported 7.9 Mt of thermal
coal, twice as much as imported in June 2021. The US
increased its coal exports by 27.9 per cent between 2021-
2279 and Colombia doubled coal exports to the EU from
0.55 Mt in February 2021 to 1.1 Mt in February 2022.*°

Overall, REPowerEU sends mixed signals. According to
the European Commission, full implementation of Fit

for 55 would lower gas consumption by 30 per cent by
2030, representing a reduction of 116 bcm compared to
2020. Higher-than-expected gas prices are expected to
reduce annual EU gas consumption by another 40 bcm?
by 2030 while REPowerEU is expected to cut an extra
100 bcm from gas consumption over the same period.
This would reduce EU gas consumption from 399 bcm in
2020 to around 143 becm in 2020. And yet investments are
planned for new pipelines and LNG terminals.

Additionally, REPowerEU is expected to decrease coal
demand by 36 per cent by 2030 compared to 2020 levels,
going from 527.3 Mt to 379.5 Mt, and oil by 28 per cent by
2030 compared to 2019 levels, from 649.6 Mt to 467.7 Mt.*
While these figures would represent welcome reductions
of fossil fuel consumption in the EU, they underscore the
fact that the EU does not anticipate weaning itself off
fossil fuels any time soon. This begs the question as to
how the EU can reduce methane emissions associated
with its fossil fuel consumption in the meantime.

Right: According to EPA projections, coal mining will
account for approximately 10 per cent of global methane
emissions in 2030
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Methane emissions
from imported fossil
fuels to the EU

Fossil fuels imported into

the EU are responsible for
significant GHG emissions,
particularly in the producing
countries and along the supply
chain, with methane being a
key culprit.

While the EU plans to reduce its demand, the lack of
measures to reduce methane emissions associated with

imports is a significant oversight that must be addressed.

As a major importer of fossil fuels, the EU is a key
driver of global methane emissions. Methane is
emitted across the gas supply chain, particularly
upstream, due to unintentional leaks or as a result of
venting and flaring. Unintentional leaks result from
improperly fitted connection points, deteriorated seals
and gaskets, pressure changes, mechanical stresses
and poor maintenance or operating practices.® Oil and
gas companies also deliberately vent or burn off (flare)
natural gas, that is primarily composed of methane,

during various operational or maintenance processes e.qg.

to manage pressure build up.

Abandoned coal mines and unsealed oil and gas wells
are also a major source of methane emissions. Of the
estimated 135 Mt of energy-related global methane
emissions each year, the International Energy Agency
(IEA) estimates that “42 Mt are from coal mine methane,
41 Mt are from oil, 39 Mt are from extracting, processing
and transporting gas, 9 Mt from the incomplete
combustion of bioenergy and 4 Mt leaks from end-use
equipment.” ** The Oxford Institute for Energy Studies,
based on IEA data, shows the scale of GHG intensities
from highest to lowest emitting sources of oil and gas
and, in every case (except for the lowest 10 per cent of
oil), methane is the largest component of emissions.®

Moreover, underreporting of methane emissions is a
major problem. The IEA estimates that global methane
emissions from the energy sector are about 70 per cent
greater than the sum of UNFCCC reports submitted by
national governments.”® This demonstrates the lack of
any effective framework for monitoring, reporting and
verification, which is compounded by an absence of
effective methane mitigation policies.

According to the IEA, global methane emissions from

oil and gas operations could be cut by 50 per cent if all
countries implemented “tried and tested policies that
have already been used effectively in multiple settings”.””
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Above: Flares emit a host of air pollutants which are linked to
several health conditions.

Table 2: Total methane emissions associated with fossil fuel production
from major exporters to the EU.%®

Country Sector TOt?l I_nethane
emissions (kt)
Russia Gas, oil and coal 18,364.8
United States Gas, oil and coal 16,701.8
Norway Gas and oil 31.05
United Kingdom Gas and oil 24596
Algeria Gas 934.12
Saudi Arabia Oil 2,316.75
Kazakhstan Oil 1,279.82
Nigeria 01l 1,487.72
Iraq 0Oil 2,713.41
Australia Coal 1,754.49
Colombia Coal 161.48
South Africa Coal 1,225.35
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Tables 3-5 (page 12) reveal estimated methane emissions
associated with EU imports of fossil fuels in 2020 from
leading exporters, underscoring the EU’s role in driving
global methane emissions. In total, methane emissions
associated with fossil fuel imports from the major
exporters to the EU in 2020 are estimated to be 8,083 kt,
equivalent to 202 Mt carbon dioxide-equivalent (CO,e)
and a significant percentage of the annual 9,000 kt
overall associated with EU imports.®

The failure of the European Commission to include
meaningful measures to reduce methane emissions from
imported fossil fuels in its proposal for an EU Methane
Regulation is damning.

During the extraction, production, processing, transport
and use of fossil fuels, infrastructure is prone to leak.
About three-quarters of total methane emissions in the
oil and gas operations occur upstream and nearly all

of methane emissions from coal operations,” which
means that methane emissions associated with fossil
fuel imports are mostly emitted before reaching the EU
borders. This is particularly critical when we know that
“due to the higher global warming potential of methane,
as little as three per cent leakage along the natural gas
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supply chain can cancel out the GHG emission benefits
of natural gas vs coal in power generation.” * In other
words, the “transitional” energy source (gas) can be
worse for the climate system than the energy source

it is replacing (coal) — a climate scandal of immense
proportions.

Recent estimates have shown that, given the significant
underreporting, methane emissions along many gas
supply chains are higher than three per cent. For
example, in the Permian Basin in the US, satellites
measurements have found that 3.7 per cent of the gas
produced leaked into the atmosphere.”

The IEA estimates that EU oil and gas imports
contributed about 9,000 kt of methane emissions in 2020,
equivalent to 225 Mt carbon dioxide-equivalent (CO,e),”
surpassing the annual CO, emissions from more than 60
coal-fired power plants.” This compares to an estimated
1,033 kt of methane emissions from oil and gas produced
in the EU in 2019, equivalent to 25.8 Mt CO,e. It should be
noted that comparisons to CO, based on the 100-year
GWP underrepresent the true impact of methane
emissions over the next critical decade, which are far
greater due to their short atmospheric lifetime.

1



Table 3: Emissions associated with EU gas imports from major exporters (2020).
Sources: total gas production,*’ gas exports to the EU* methane emissions from gas production.*

Methane Methane
Countr Total gas Gas export to the Share of export emissions from emissions
y production (bcm) EU (bcm) to EU (%) gas production  associated with
(kt) EU import (kt)
Russia 638.5 155.19 24 8,589.93 2061.58
Norway 1115 74.56 67 39.728 26.62
Algeria 81.5 29 35 934.12 326.94
United States 914.6 15.68 1.70 9,923.26 168.69
United Kingdom 395 15.15 38 151.39 57.53
Total emissions associated with EU gas imports in 2020: 2,641.36

Table 4: Methane emissions associated with EU oil imports from major exporters (2020).
Sources: total oil production,® oil export to the EU* methane emissions from oil production.*

. Methane Methane
Total oil . Share of . s .
. 0Oil export to the ; . emissions from emissions
Country production b production going il producti ated with
(in Mt) EU (bcm) to EU (%) oil production asso_cmte wit
(kt) EU import (kt)
Russia 513 170.56 33.25 7,5638.90 2506.68
United States 686 52.56 7.66 5,341.78 409.18
Norway 93 47.81 5141 15.6 8
Saudi Arabia 518 4429 8.55 2,316.75 198.08
United Kingdom 48 40.26 83.88 126.19 105.85
Kazakhstan 87 35S 4316 1,279.82 552.37
Nigeria 89 34.6 38.88 1,487.71 578.42
Iraq 202 29.11 14.41 2,713.41 391.22
Total emissions associated with EU oil imports in 2020: 4,749.80

Table 5: Methane emissions associated with EU coal imports from major exporters (2020).
Sources: total coal production,*® coal exports to the EU* methane emissions from coal production.*®

Methane Methane
Total coal Share of o .
Country production ez exl?ort i production going CHUSSIONS fr9m CHNSSIONS,
(in Mt) the EU (in Mt) to EU (%) coal production  associated with
: (kt) EU import (kt)
Russia 327.7 43.05 13.14 3,972.19 521.94
United States 441 13.37 3.03 2,314.40 70.13
Australia 4259 11.92 2.80 1,754.49 49.12
Colombia 493 473 9.59 161.48 15.48
South Africa 252.2 1.09 0.43 1,225.35 5k
Total emissions associated with EU coal imports in 2020: 661.97
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Satellite monitoring

Satellites have been essential for determining the magnitude of
methane emissions, but only to a certain extent.

By measuring the atmospheric concentration of
methane, satellites can be used to assess methane
emissions at a national and regional level and can also
target specific industrial facilities and ultra-emitting
events. Considering the millions of oil and gas facilities
worldwide, satellite monitoring holds the potential to
increase efficiency considerably but it is not without its
limitations.

Various different types of satellites for methane
monitoring exist. Currently, the most accurate
methane detection system with global coverage is the
TROPOspheric Monitoring Instrument, which orbits
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aboard the Copernicus Sentinel-5 from the European
Space Agency (ESA). It maps a range of atmospheric
gases around the globe every 24 hours. However, it
cannot be used to pinpoint specific facilities.” Another
type of satellite includes those operated by GHG Sat,
which launched six satellites designed for industrial site
measurements.” New satellites will be launched in the
coming years offering even finer resolution.

Above: Recent satellite, aerial and ground-based technologies are
shedding light on the scale of methane emissions from oil and gas
infrastructure and coal mines

13



These satellites have been providing dramatic images

of chronic leaks, ultra-emitting events and venting and
flaring emissions. In a recent study, Kayrros, a leading
energy and environment geo-analytics company,
analysed methane emissions from six major oil- and
gas-producing countries: Russia, Turkmenistan, the US,
Iran, Kazakhstan and Algeria. Of those six countries,
four are major exporters to the EU. Using satellite data,
Kayrros identified 1,800 ultra-emitting events during
2019-20, of which about 1,200 came from oil and gas
facilities.”” Those ultra-emitting events represent 8-12
per cent of oil and gas methane emissions from national
inventories, with an important part of this production for
export.

In 2019, the EU received 36 per cent of all LNG cargoes
from the US,*® 35 per cent of Algerian gas production,”
about 80 per cent of total oil production of Kazakhstan®
and about 24 per cent of Russian gas production.
Between 2019-20, Kayrros detected 13 ultra-emitting
events along the Yamal-Europe pipeline, with rates up
to 164 tonnes per hour.” The Yamal-Europe pipeline

is 2,000km long and accounts for about one-sixth

of Russia’s annual gas export to Europe.®” Kayrros
further found another 33 ultra-emitting events on the
Brotherhood pipeline to the EU, with rates of up to 291
tonnes per hour.”” With high demand from the EU leading
to a production increase in those countries, the EU bears
considerable responsibility for those ultra-emitting
events.

Kayrros also quantified the benefit of eliminating ultra-
emitters; by capturing the gas, Russia could save about
$4 billion and Algeria approximately $400 million. On
top of the economic benefits, Kayrros further found

that eliminating ultra-emitters would be equivalent to
removing 20 million vehicles from the road for one year.
Monitoring and mitigating ultra-emitting events across
the supply chain for oil and gas is therefore a quick win
for companies and climate.

However, methane emissions are not only the result

of ultra-emitting events (or their close cousin, super-
emitting events). They also occur during the normal
operations of extraction, production and transport

of fossil fuels as chronic leakage. Driven by EU
consumption, these methane emissions should also be
considered by the EU.

Satellite monitoring can further be used to spot major
flaring events. According to the World Bank's Global Gas
Flaring Reduction Programme, in 2021 about 144 bem of
gas was burned through gas flaring.* If it was a country,
'flaring’ would be the fifth largest gas-consuming country
globally after the US, Russia, China and Iran.*® The same
report identified that of the 10 largest flaring countries in
the world, six of them are major oil and gas exporters to
the EU — Russia, Iraq, US, Algeria, Nigeria and Libya.

The World Bank's Global Gas Flaring Reduction
Partnership developed a new metric, the Imported Flare
Gas Index, which shows how countries importing crude
oil are exposed to gas flaring (see Fig 4). Estonia is the
country with the highest imported gas flare index, due
to oil imports from Libya, with other EU countries not far
behind.

Importing oil from countries which use flaring
intensively is problematic. Flaring inefficiencies often
lead to only partial combustion of the methane — referred
to as methane slippage — while flaring itself is wasteful
practice that contributes to CO, emissions. Flarelntel, a
digital tool which allows anyone to explore gas flares
around the world, has shown that imported gas to the EU
has an average gas flaring rate 33 times higher than rates
associated with domestic production.®’

Despite being an essential tool for monitoring methane
emissions, satellites have shortcomings. When
compared to other technologies, satellites have a higher
detection limit and are unable to detect certain areas

Figure 4: The Imported Flare Gas Index ° Source: NOAA, Payne Institute and Colorado School of Mines, EIA, UN Comtrade, GGFR
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such as offshore platforms or snowy regions.®® There are
also delays caused by the need to convert atmospheric
measurements into usable information about surface-
level activities. Their emissions estimates can hold
large uncertainties and data gaps and will, for this
reason, never be as accurate or precise as ground-based
measurement.®

For these reasons, methane regulations need to
encourage direct measurements of source-level methane
emissions, complemented with measurements of site-
level methane emissions. Using drones, planes or
helicopters combined with infrared and thermal imaging

techniques can provide granular information.”

The Royal Society of Chemistry found that direct
measurement can be more accurate and gives more
precise detail in the emissions data than engineering
calculations and emission factors.” Direct measurements
are the “only method which can verify emission
estimates” and “the data collected from measurement
studies are crucial for updating emission factors and
data used in engineering calculations.” " On-the-ground
measurement can also report back more regularly than
satellites, whichpass over an area infrequently.

Methane emissions from LNG

To make transportation and storage easier, natural
gas is often cooled to -162°C to create liquefied
natural gas (LNG). In 2021, LNG imports were 20
per cent of total EU gas imports, mostly imported
by Spain, France, Italy, the Netherlands and
Belgium. Between January and September 2022,
LNG was mainly imported from the US (44 per
cent), Russia (17 per cent) and Qatar (13 per cent).”

The EU is planning to increase its LNG imports to
reduce its dependence on Russian gas. However,
LNG is no cleaner than any other form of gas and
contributes significantly to the EU's methane
emissions. As with gas transported in its original
form, strong leak detection and repair policies are
required to minimise leaks from LNG. Without
these, total GHG emissions from exported LNG
could be comparable or even higher than those
from coal.”™

However, there is no effective monitoring,
reporting and verification framework in place
for LNG.” Methane emissions from US-sourced
LNG are particularly complicated to estimate
because, in the US, gas is produced from a large
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number of wells in different basins rather than
from one particular field, which makes tracking
and monitoring more complicated.” Strengthened
monitoring of methane emissions along the whole
LNG supply chain is therefore needed, with results
made publicly available to accurately measure the
impact of LNG imports into the EU.

Moreover, replacing gas from Russia with LNG
from other countries does not mean fewer
emissions. US shale gas production represented
79 per cent of total US gas production in 2020.”” An
increase in LNG demand by the EU will increase
the production of shale gas, while estimates show
that shale gas comprises more than half of the
total increased global methane emissions.” And
the US is not the only problem — when directly
compared to Russia’s gas, LNG from Qatar or
Australia emits between 60-175 per cent more
GHG emissions.”

Above: The increase of LNG imports will diversify the
suppliers of fossil gas, with the main exporters being the
US, Qatar and Nigeria.
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Proposal for an EU Methane Regulation

After releasing the European Strategy to Reduce Methane
Emissions in 2020, the European Commission published its
proposal for an EU Methane Regulation in December 2021.

In the Strategy, the Commission stated that the “EU
should also play a role in ensuring methane emissions
reduction at global level. While the EU contributes

only to 5 per cent of global methane emissions within
its borders, it can use its position as the largest global
importer of fossil fuels ... to support similar action from
global partners.” &
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The benchmark for a successful EU Methane Regulation
has always been how it addresses the upstream segment
of the supply chain. However, the only measure on
imports put forward is the requirement for importers to
annually report if regulatory or voluntary measures to
control methane emissions are in place, if measurement
and reporting of methane emissions are taking place
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and the name of any entity undertaking independent
verification.” In other words, there are no obligations to
actually measure, report or verify methane emissions,
much less to actually mitigate them.

In the Impact Assessment, the Commission offers

two explanations for its failure to propose measures
on imports. It first argues that it considers that the
“environmental and social benefits are uncertain, as the
enforcement and verification of emission reductions
outside the EU would be challenging.” ® The EU has,
however, frequently adopted mandatory measures on
imports accompanied by enforcement and verification
frameworks. For example, the EU Timber Regulation
prohibits the sale of illegally harvested timber and
products derived from such timber on the EU market.®
Another example is the EU F-Gas Regulation, which

HIDDEN HARM

places obligations on the destruction of HFC-23, a
highly potent GHG, in the production of F-gases that are
imported into the EU.*

The other explanation offered by the Commission is that
mandatory measures on imports “‘could entail security
of risk supply for the EU with potential direct economic
impacts”.® The following section explores this claim in
detail.

include impo
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Reducing methane emissions

Capturing methane emissions from leaky pipelines or methane
disposed of by venting and flaring is an opportunity for the
industry to save supply without having to extract more.

It is an immediate solution that does not require
extensive investment and it is particularly relevant in the
current context, as the EU is looking for new suppliers to
decrease its dependence on Russian fossil fuels.

The IEA has found that if exporters to the EU were

to put in place measures to limit flaring, they could
increase gas exports by more than 45 bem using existing
infrastructure. This is equivalent to almost one-third

of Russian gas exports to the EU in 2021.%° A study

from Capterio and the Columbia Center on Sustainable
Investment found that by capturing gas from flaring,
venting and leaking just from North Africa (Algeria,
Libya, Tunisia and Egypt), Europe could start to substitute
up to 15 per cent of Russian gas within 12-24 months.
Capturing this wasted gas would represent an income

of $29 billion per year, on top of the climate and health
benefits of limiting methane emissions.*’

18

REPowerEU includes a proposition to benefit from

option with the “You Collect/We Buy” scheme. It

aims at promoting the capture of methane instead of
intentionally releasing it through venting or destroying it
through flaring. The wasted gas would then be purchased
by the EU. Although a step in the right direction, the EU
should require its partners to ban routine venting and
flaring and to put in place strong leak detection and
repair programmes, making those practices a condition
of market access, for all oil and gas consumed in the EU.

In the context of the energy crisis and rising prices, there
is a fear that any rules touching on energy sources could
lead to additional charges that would ultimately land on
the final consumer. This fear is unfounded — methane
emissions monitoring and mitigation would not lead

to a price increase. In the Impact Assessment for its
proposal for an EU Methane Regulation, the European
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Commission found that 43 per cent of projected methane
emissions can be abated at zero cost by 2030, 63 per cent
can be abated at less than low cost (€18/ CO,e tonne) and
77 per cent can be abated at less than the sum of social

benefits (€130/ CO,e tonne).*

Similarly, UNEP'’s Global Methane Assessment concluded
that up to 80 per cent of oil and gas measures and up

to 98 per cent of coal measures can be implemented

at negative or low cost.*” And at “today’s gas prices,
almost all of the options to reduce flaring and methane
emissions from oil and gas could be implemented at no
net cost because the abatement measures cost less than
the market value of the gas that would be captured.”’
The IEA reported that almost 45 per cent of oil and

gas methane emissions can be avoided at no net cost
while new investments to capture remaining emissions
would cost $13 billion, which is less than the value of the
captured methane.”

The narrative against implementing measures on
imports also focused on the impossibility to act on
Russian imports as it would threaten supplies. But this
argument can no longer be sustained in the context of
the war in Ukraine. The necessity to stop fuelling the war
has shown that political will is enough to trigger such

a change and that it is not a question of feasibility or
technicality.

Methane mitigation is therefore key for climate
safeguarding and for energy security. Four main types
of measures can be put in place to mitigate methane
emissions, according to the IEA.*

* First, require leak detection and repair (LDAR). This
consists of inspecting oil and gas facilities using
optical gas-imaging cameras, continuous monitoring
sensors, aircraft, drones and satellites. The frequency
of the programmes directly correlates to leak reduction.
According to US regulators, the potential methane
emission reductions due to the periodicity of LDAR
are as follows: 40 per cent for annual surveys, 60 per
cent for semi-annual surveys, 80 per cent for quarterly
surveys and 90 per cent for monthly surveys.” All
components found to be leaking should then be
repaired as soon as possible.

+ Second, establish limits on venting and flaring (LVF)
except in certain well-defined situations, such as
emergencies. As noted above, venting and flaring
practices are gratuitous sources of methane and GHG
emissions that that can be easily avoided.

* Third, in addition to LDAR and LVF, adopt technology
standards. Technology standards reduce methane
emissions during normal operation of certain
equipment, such as compressors, ship engines
and pneumatic devices, by mandating the use and
replacement of higher-emitting components with
lower-emitting or no-emitting alternatives. IEA found
that a "range of alternative technologies can perform
the same function as these components, but with lower
or zero emissions” and therefore “regulations that limit
emissions from certain types of equipment or that
require their replacement with lower- or zero-emitting
alternatives can reduce emissions significantly” *

HIDDEN HARM

» Fourth, address inactive wells and abandoned coal
mines. [nactive wells continue to emit methane long
after use unless properly remediated, reclaimed or
plugged. In the US, a recent Reuters Special Report
found 3.2 million inactive oil and gas wells, which
together emitted 281 kt in 2018 or the equivalent of
6.3 MtCO,e (although US regulators note that figure
could be as much as three times higher).”” A set of
technologies can be put in place to properly seal and
cap unused or inactive wells and coal mines and
ensure they stop leaking methane, and such measures
should be required.

All these measures must be accompanied by a strong
monitoring, reporting and verification (MRV) framework,
one embedded into the bureaucratic and industrial
landscape to ensure the efficiency of the mitigation
efforts and tackle the global underreporting problem.

In the context of the proposal for an EU Methane
Regulation, the EU has a unique opportunity to deliver
methane emissions reduction by 2030 and beyond. To
do so, however, it will need to extend the provisions on
MRV, LDAR and LVF applicable to its domestic actors to
importers and, in so doing, reduce methane emissions
along the whole supply chain associated with EU
consumption.

In support, provisions to promote compliance and
enforcement will be required, in particular by putting in
place penalties for non-compliance to the rules — similar
to approaches taken in other EU legislation.

Above: Methane management policies are an essential part of mine
closure plans

Opposite page: More than 70 per cent of current methane emissions
in the oil and gas sector can be avoided with existing technologies.
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Conclusion and
recommendation

The EU Methane Reqgulation
must be strengthened to be an
efficient solution to the climate
and health emergency which
1s Irreparably damaging our
planet.

The data is clear — the EU is driving global methane
emissions and needs to take responsibility for them.
Unfortunately, the text proposed by the European
Commission is wholly deficient in this regard and
requires significant improvement by the European
Parliament and the Council to ensure the EU meets its
climate targets and gives humanity a chance of staying
within 1.5°C.

The technical requirements are available, at low cost, to

implement strong rules across the supply chain. Tackling

methane emissions, by putting in place mandatory
obligations on LDAR, LVF and technology standards,
supported by a robust MRV framework, should be a
condition of access to the EU market.

- - i
i . i
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