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Carbon Border Adjustment Mechanism
(CBAM) as part of the European Green Deal
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The 'fit for 55’ package aims to deliver the
transformational change needed in a cost-
efficient and competitive way while ensuring a
just and fair transition.

Contribute to the European Green Deal
objective of EU-wide climate neutrality by
2050.

Ensure that the transition is fair and leaves no-
one behind

Policy mix between pricing measures, targets,
standards and support measures



The
aim of
the
CBAM

K Prevent carbon leakage to ensure
effectiveness of EU climate policy

Complements and reinforces the lil
EU ETS
$ Contribute to decarbonisation globally
and to reaching climate neutrality by 2050



Key Elements of Design

Aligned with EU’s international
policies and legal
commitments, including WTO
compatibility

Mirror EU carbon pricing
through new mechanism
for imports into EU

Addressed to companies, not
countries, based on actual carbon
content of imported goods

Focus on carbon intensive
sectors

Takes into account carbon price effectively
paid by third country operator



Sectors

s

=

CEMENT IRON & STEEL ALUMINIUM FERTILISER ELECTRICITY HYDROGEN

d Includes some precursors and downstream products

O Selected on the basis of 3 criteria:
v’ High risk of carbon leakage (High carbon emissions; High level of trade)
v Covering more than >45% of CO, emissions of (64% of free allowances in 2021)
v’ Practical feasibility

O In a second stage, may be extended to other ETS sectors




Gradual implementation of CBAM

Transitional phase Post-Transitional phase
October 2023 - December 2025 January 2026 onwards

'y N |

Monitoring and reporting Review 2025 Start of gradual phase-in of
Implementing rules » Potential scope extension CBAM/phase out of free ETS
adopted by the CBAM to other ETS sectors allowances

Committee (EU Member * Indirect emissions

States) « Impact on Least

Developed Countries

* Progress in international
climate discussions



Phasing-out of free allocation / Phasing-in of CBAM
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Guiding Documents

The CBAM Regulation

Regulation (EU) 2023/956 of the European Parliament and of the Council of 10 May 2023
establishing a carbon border adjustment mechanism.

Implementing Regulation

Commission Implementing Regulation (EU) .../... of 17 August 2023 laying down the rules for the
application of Regulation (EU) 2023/956 of the European Parliament and of the Council as regards
reporting obligations for the purposes of the carbon border adjustment mechanism during the
transitional period.

‘

Guidance Document on CBAM Implementation for Installation Operators Outside
the EU of 17 August 2023




Reporting obligations in each phase

Transitional phase Post-transitional phase
October 2023 - December 2025 January 2026 - onwards
CBAM Report containing the following: CBAM Declaration containing the following:
= Total quantity of goods imported during the = Total quantity of goods imported during the
preceding quarter preceding calendar year
= Total embedded direct and indirect emissions = Total embedded emissions in those goods
= The carbon price due in the country of origin for = Emissions to be verified by EU-accredited verifier
the embedded emissions = Total number of CBAM certificates to be
surrendered

= The carbon price effectively paid in the country
of origin for the embedded emissions

V Report to be submitted quarterly V Declaration to be submitted each year



Emissions under CBAM scope

Scope 2 Not in CBAM scope
Indirect

Partially in CBAM
scope

Scope 3

Electricity consumed for Indirect

the production of CBAM
goods’

Raw mazter!als,.transpottation Consumption, transportation
and distribution, previous and distribution and end of life
waste, etc

Company production Downstream

(1)During the transitional CBAM period, indirect emissions need to be reported for all CBAM sectors.

(2)Direct emissions include emissions from the production of heating and cooling, even if that production takes place outside the installation.
10
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An example of simiple and complex goods: iron and steel
JJJFJjﬁf'

Limestone

Semi finished

Iron ore
(e.g. blooms,

=y Finished (e.g.

)J,/ at T
: | - tubes
- billets, Slabs)




Calculation of the

Number of certificates

Actual emissions of
the installation
producing imported
product (actual tonnes
of CO2 per tonne of
product produced)

Emissions covered by
free allocation under
the EU ETS for the
relevant product
(tonnes of CO2 per
tonne of product
produced)

Total tonnes
of imported

Price of certificates

Average P
x weekly price | =

of the EU ETS

adjustment

Obligation and
adjustment

CBAM Obligation

_

J

(  Obligation paid in
exporting country on
the basis of equivalent
scheme applied in that

\_ country

~N

J

[ Adjustment ]




Reporting Responsibilities during Transitional Phase

MNon-EU countries Installations in various countries
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India’s Concerns

Increased Costs and Reduced Competitiveness.

= According to a report, the CBAM will translate into a 20-35% tax on select imports into the EU starting January 1,
2026.

v India's 26.6% of exports of iron ore pellets, iron, steel, and aluminum products go to the EU.

v" These products will be hit by CBAM. India exports these goods worth around USD 8 billion annually to the EU.

Compliance Issues: CBAM shall create administrative and technical challenges for Indian producers and
importers, who will have to monitor, calculate, report and verify their emissions according to the EU
standards.

= |ndia’s smaller firms will lose out, as they did when the EU imposed a strict regime in 2006 (EU REACH) to regulate
chemical imports.

Against FTA Norms: CBAM is criticized as a non-tariff barrier that undermines zero duty FTAs.
Contradicts EU and Developed Nations' Commitment to Green Transition.

Undermines the principle of ‘common but differentiated responsibility’ by restricting the developing world's
ability to industrialize.



RISING TENSION

The proposed tax has raised concerns among Indian metal producers,
who fear it will create a new trade barrier for exports to Europe.

Share (%) of Impact on sectors covered under CBAM mint Top 3 Destinations for Steel Exports from India during 2022-23 (Mmt)
CBAM products £ hare (%)in |
‘ in India's exports 1T HIGH Number of tariff ~ India’s exports of
1.2 lines affected  CBAM products
. G | Iron ore, concentrates 16 199 ’
°-' Steel products 163 20
o " Iron and steel 473 : 314 ‘ : 1.03
.' Aluminium and products 85 27.7 \
EU
Towoid  Toes | V¥LO ASIA MIDDLE
India’s total &) cemen L - EAST
exports of CBAM ) earsil :
products to EU: lzei: Lo 4 a7
8.22,, o™ T
5 u bn o Electrical energy | 1 | 0 \

CBAM: Carbon Border Adjustment Mechanism

Source: drishtiias.com



Performance of Indian lron & Steel during 2022-23

Performance of Indian steel industry

April-March
2022-23*(mt)

April-March
2021-22 (mt)

%
change*®

Crude Steel Production 126.258 120.293 5.0
Hot Metal Production 81.099 78.223 3.7
Pig Iron Production 5.882 6.262 -6.1
Sponge Iron Production 43,557 39.200 11.1

Total Finished Steel (alloy/stainless + non-alloy)

Production 122.276 113.597 7.6

Import 6.022 4.669 29.0
Export 6.716 13.494 -50.2
Consumption 119.864 105.752 13.3

Source: JPC; *provisional; mt=million tonnes




Export Value of lron and Steel from India

(in million U.S. dollars)

30,000

25,000

22,895.39

20,000

15,000

12,123.89
11,206.93

10,000 9,731.16 9,261.03

Export value in million U.S. dollars

8,659.26

5,423.32
5,000

FY 2016 Fy 2017 FY 2018 FY 2019 FY 2020 FY 2021 FY 2022

© Statista 2023 &



SAIL Products in demand in EU

"CR COlils

"HR Coils/ Sheets
" Plate Mill Plates
= Slabs (Concast)
= Structurals






Implementing Regulation Principles
of EU’s approach

The transitional period is a learning phase for all:
Understanding respective roles and tasks
Collection of information
Facilitate smooth roll out of the mechanism after the 2025

The information collected will allow the European Commission to further specify and
finalise methodology and find synergies with existing monitoring schemes.

The information collected will feed into the review of the mechanism by 2025 and
provide further clarity of the functioning

Reporting flexibilities reflect the above and aim to introduce openness and balancing
a smooth introduction with information needs



The CBAM methodology From
Installation to goods approach

GHG emissions

« The scope of the ETS is based on installations

- ARELCEE Ty — — — - — ~ carrying out activities leading to GHG emissions.

( TS e \ « The scope of the CBAM is based on “goods”.

( Fay : ,‘ . :
: éé | |  Therefore the CBAM methodology will translate
| :0aa | Coggygx ETS methods for the calculation of emissions at
| : - J | installation level into methods for imported goods

Production | Simple | * This means setting rules to narrow the system

I energy intensive industries & . goods . . .

| electricity generation & | boundaries from production sites down to the
| commercial aviation CBAM goods I level of goods

SRR ETS FEEREpre / / - But a key difference between CBAM and ETS is
the distinction simple and complex goods
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Steps to determine embedded emissions
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Steps to determine embedded emissions

Step 1: Define the installation’s boundaries, production processes and production routes
Step 2: Perform monitoring:

« monitoring direct emissions at installation level, originating from fuel combustion

* monitoring flows of net measurable heat

* monitoring electricity consumption

« monitoring the consumption of precursors.

Step 3: Attribute Emissions to production processes, then to goods

Step 4: For complex goods, add embedded emissions of precursors

Step 5: Monitoring and reporting of indirect emissions

Step 5: Monitoring and reporting of indirect emissions



System Boundaries and Value Chain for the Production of

lron or Steel Products

Production of iron or steel products — overview

Blast furnace . . . EAF (using EAF — high alloy NPI route - high
. Smelting reduction | EAF (using scra
(integrated route) 9 ( 9 P) DRI) steel alloy steel
Coke | Coal | | SteelScrap | Lol Coal _
[ Sinter or pellets I I Sinter or pellets I | Pellets Ferra-allay m'l‘l:_ﬁztz'r';'"g
: : compoments | Other matenals
Hime | Lime | | Lime [FeNi, FeCr, and fuels
Dther materials | Other materials | Other materials Fakn]
and fuels and fuels and fuels =
Blast
Blast Srmelting Direct furnace /
fumace reduction reduction "Hf'
[ Pig iron I Pig iron [ DRI ] [ Nickel Pig Iron I
Scrap | | Scrap Scrap - | Serap r:nmi::!;fentﬁ
BOF BOf EAS EAF Tg: / mLE_;
[ Crude stee| ] Crude stesal [ Crude steal I [ Crude staal ] | HIIJIIIE;;ES-IEE% I? I
[ Steel products Steel products ] [ Steel products [ Steel products ] lHllu:r::::ztu High “"“{_‘im' ]




System Boundaries of Basic Oxygen Steelmaking and Related Processes

Crude steel — Basic oxygen steelmaking alongside other related activities

Dptional: Coal, oil,
altermative reductant

n

o

Blast furmace

4

Blast furnace gas

%,

to other processes
and power plant

System boundaries:
embedded emissions

of pig iron
(blast furnace route)

[ Optional: | ¥ - I Optional: ]
e i further fusls j - ‘ [ LR ‘ | s ] Ik further fusls j
Coke ovens w Sinter plant $
* Fines as residues from an
integrated coke plant are
considered having zero - .
. ) embedded emissions, as is System h':'U”'?'Er']'ES:
[ Coke ] [ Coke oven gas, ] System boundaries: purchased coke. [ Sinter embedded emissions
Coke fines embedded emissions of sinter (can be applied
to other processes of coke also to iron ore pellets)
£ - | T
[ Coke 1 [ Sinter or pellets ] [ Lime ] i E'_F;E_:':'{'l"r:; ! [ Pig iron ] [ Steel scrap ] [ Lime J [ Oxygen, additives ]
% —— 4

==

Steel making
(converter)

h

Converter gas

W

to other processes
and power plant

System boundanes:
embedded emissions

of crude steel

(basic oxygen converter route)




Comparison of Scopes in Product Footprints and CBAM

Cradle to gate

i . Other
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I
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Monitoring methods for direct emissions

1. Calculation-based methodology

Standard methodology

Ernissions =
= Input = Ernizsion Factor

Process inputs

Ll

Based on predetermined emission
factors that represent the average
emissions per unit of input or

output.

The mass balance method

Based on the idea that what
comes into an installation cannot
be more than what comes out.

2. Measurement-based methodology

Continuous emissions monitoring
system

e

s S
- L5y Y
o Embsiers -

Continuous measurements of emissions
from emission sources at the installation
level. Emissions may be measured
directly in the stack or using extractive
procedures with a measurement
instrument located close to the stack.



Monitoring methods for direct emissions

3. Other monitoring systems

Until 31 December 2024, the level of embedded emissions may be calculated using an ‘eligible monitoring,
reporting and verification (MRV) system’, i.e. one of the following methods, if they lead to similar coverage
and accuracy of emissions data:

v’ a carbon pricing scheme where the installation is located, or
v a compulsory emission monitoring scheme where the installation is located, or
v an emission monitoring scheme at the installation which can include verification by an accredited verifier.



Typical Elements of Monitoring Methodology

» Data collection (metering data, invoices, production protocols, stock determination etc.).
« Sampling of materials and fuels.

» Laboratory analyses of fuels and materials.

* Maintenance and calibration of meters.

» Description of the calculations and formulae to be used.

* Documentation of standard values used and their sources.

» Control activities (e.g. four-eyes principle for data collection).

« Data archiving (including security to guard against manipulation).

» Regular identification of improvement possibilities in monitoring system.



Elements of Procedures for Monitoring
Methodology

Managing responsibilities and competency of personnel - description of roles and responsibilities.

Data flow and control procedures.

Quality assurance measures (checks to be carried out).

Estimation method(s) for substituting data where data gaps are identified.

Regular review of the monitoring methodology for its appropriateness.

A sampling plan and process for revision, if required.

Procedures for methods of analyses, if applicable.

Procedure for demonstrating evidence for equivalence to EN ISO/IEC 17025 accreditation of laboratories.
Procedures for use of measurement-based methodologies.

Procedure for regular review and update of the list of products and precursors produced and/or imported.



Calculation of attributed direct emissions

Materials (Inputs)
Fuels
Raw materials
Intermediate products
Transferred CO.
Waste gases

Energy
Steam or hot water

Electricity

Emissions

Materials {(outputs)
Products
Intermediate products
Side products, waste
Transferred CO.
Waste gases

Energy
Steam or hot water

Electricity




Calculation of attributed direct emissions

AttrEmdir — M + EmH,import - EmH,export +WGcorr,import - WGcorr, eeeee t Emel,produced




Calculation of attributed direct emissions

AttrEmdir — M + EmHimort - EmHexort +WGcorr import — WGcorrexort - Emelroduced

The attributed direct emission of the production process over the whole reporting period in t CO,.

The formula provides guideline for monitoring of parameters for installations consisting of more than one
production process, or where heat supply is separated, or where waste gases or electricity production are
found in the installation.




Calculation of attributed direct emissions

AttrEmdir — M + EmHimort — EmHexort +WGcorr import — WGcorrexort — Emelroduced

— /
Emlnst Z i= 1EmcaICI Z EmmeaSJ zk=1 Emother,k

Em,,... (direct) emissions of the installation in t CO,;
EmCaICI emissions from source stream / determined using calculation-based methodology in t CO,;
. emissions from emission source j determined using measurement-based methodology in t

EMgerk--- EMissions determined by another method, index kin t CO.,.

Combustion emissions: Em, = AD, « EF, « OF, (AD, = FQ, * NCV, ; OF =1 — C_/Cista)

Process emissions: Em, = AD; « EF,; « CF,




Calculation of attributed direct emissions

AttrEmdir — M + EmH import — EmHexort +WGcorr import — WGcorrexort - Emelroduced

Emissions equivalent to the quantity of measurable heat imported to the production process in t CO, and
includes heat imported from other installations, other production processes within the same installation,
as well as heat received from a technical unit (e.g. a central power house at the installation, or a more
complex steam network with several heat producing units) that supplies heat to more than one production
process.

EmH,imp=Qimp-EFheat

EF, ..t -- €mission factor for the production of measurable heat, expressed in t CO,/TJ;
Q- -- NEt heat imported to and consumed in the production process expressed in TJ.




Calculation of attributed direct emissions




Calculation of attributed direct emissions

AttrEmdir — M + EmHimort - EmHexort +WGcorr import — WGcorrexort - Emelroduced

The attributed direct emissions of a production process consuming waste gases imported from other
production processes in t CO,, corrected for the reporting period.

WG oy imp = Vwe " NCVy - EF g

Vwe--- volume of the waste gas imported;
NCV,yc... net calorific value of the waste gas imported,;
EF .- standard emission factor of natural gas as given Implementing Regulation.




Calculation of attributed direct emissions

AttrEmdir — M + EmHimort - EmHexort +WGcorr import — WGcorr export — Emelroduced

The emissions equivalent to the quantity of waste gases exported from the production process in t CO,,
corrected for the reporting period.

WGcorr,exp = VWG,exp ! NCVWG ' EFNG . COT‘Tn

Vive.exp--- VOlume of waste gas exported from the production process;

NCV,yc..- net calorific value of the waste gas exported,;

EF .- standard emission factor of natural gas as given Implementing Regulation:

Corr,... factor that accounts for the difference in efficiencies between the use of waste gas and the use of
the reference fuel natural gas. The standard value is Corr, = 0,667.




Calculation of attributed direct emissions

AttrEmdir — M + EmH,import - EmH,export +WGcorr,import - WGcorr,export - Emel,produced

The emissions equivalent to the quantity of electricity produced within the boundaries of the production
process in t CO..

EmeI - EeI * EI:el

Em,,... emissions related to electricity produced or consumed in t CO,;
E, ... electricity produced or consumed expressed in MWh or TJ;
EF.,... emission factor for electricity applied, expressed in t CO,/MWh or t CO,/TJ.



Calculation of embedded emissions

Simple goods _
V- —=\ /
/\
AttrEmg

SEE S — o AttrEmg,indiT |
g.di ALy SEE 4 indir

=, \/
SEEg qir/SEEg indir.. specific embedded direct/indirect emissions in tCO,e per t goods g

ALy ... Activity level of goods g (amount of the goods g produced in the reporting period in that installation, referring to the whole
aggregated goods category)

Em,,... emissions related to electricity produced or consumed in t CO,
E... electricity consumed in MWh or TJ
Feel... emission factor for electricity in t CO,/MWh ort CO,/TJ

A= Complex goods —\

SEE, = i EEInpMat=%Mi-SEEi

EEmpmat --- Embedded direct or indirect emissions of all precursors consumed
M; ... Mass of precursor i used in the production process yielding goods g



Example of Complete Monitoring Approach for BF Route

| Production process ("bubble approach”) '
|
Iron ore | P |
Coke fines I Slnter' Plant b = e G R R I E i G s : " lron and ‘-\"
I ?_._*} StEE| I
| ' —> Cold rolling » Pproducts: I
|
. = 7208
| ! Y Hot ro éﬂ% :
! 7212
| ¥ I flat rn?[?:' [
Coke 1 - Blast L plated... I
, ds LD converter | : 7213 nn nn |
Plastics waste | & - L Hot I'D"Ir'lg p = 7213nn0N
Steel makin Bars and
| > _fumace { g : reds hot- [
Lime : ’|‘“ "‘ /T‘ o S . roled |
! , I
R L i : ¥
Steel scrap - :_,_:, + 730210mn |
Natural gas ! , Rail mill » Ralls I
i . .
r p . | | I L vy |
| Waste gas | | | : |
. |
! R P o e e e e
I , - |
|
I [Power plantf—— Electricity ~{--=-=:== == = === —.- m e
I E— |
Purchased lP‘"OCL.EtiGH process 2 J ' |Everything in red needs to be monitored
electricity L  |(quantity and quality)
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How to submit a report?

Who is the
- *Th ting decl t
responSI ble for the . Sa?nfzzrtlrrllg aﬁfhaorzged CBAM declarant but not authorisation needed yet
reporting

HOW can the re pO rt| ng » Gain access to the CBAM transitional registry — request log-in via portal
- * Fill out mandatory fields in the registry
d eCl d rant Su b m It d * Indicate if reporting is by importer or on behalf of an importer
re pO rt » Submit the report no later than 1 month after the quarter

I * Yes —Areport can be modified 2 months after the reported quarter
IS there ﬂeX| bl I |ty for * For the first two CBAM reports (due Jan and April 2024 ) modification is accepted

the submission? until July 2024 (deadline of third report)

* After the deadlines possibility to request reopening for correction (IA-Article 9-3)




What to submit?

I * Monitor and collect data on embedded emissions —Possibility to use templates and guidance
ROIG Of thlrd cou ntry docs provided by the Commission

Ope ratOrS Of « Communicate data to reporting declarants — Possibility to use templates provided by the
. . Commission
|nSta”at|On * Is verification needed: Not yet!

* Information on the goods: Quantity / Type identified by CN code (8-DIGIT) / Country of origin

What information is
necessa ry tO be * Info on the installation: Company name / Address / Location / Geo coordinates
* Info on the production: Routes / Parameters

communicated for « Information the emissions: Specific direct and specific indirect
the re pO rtl ng * Information on carbon price paid at production country (also for precursors)

* Until 31 December 2024
* Methods used under monitoring, reporting and verification systems

Is there ﬂex|b|||ty for « OR methods used in case of (a) carbon pricing scheme, (b) emission monitoring scheme at
. the installation or (c) compulsory monitoring scheme
the re PO I’tlng? « Until 31 July 2024 : any other referenced method

* Possibility to use default values for input materials or subprocesses when relatively
minor (<20%) compared to total emissions




Guidance and support by the Commission
communication and training

Dedicated information
portal

Guidance

Tailored guidance

documents for

*  Producers in third
countries

* Reporting declarants

Launch of dedicated
Commission website with all
information, specialised Q&A
and “how to find” guidance

IT reporting interface —
transitional registry

Training
Dedicated IT interface for
reporting and collection of

E-learning (General and Excel based templates to

sector specific)

facilitate data collection and
Webinars (General and information exchange

sector specific)

information
Detailed guidance for users
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Commission tasks during the
transitional period

During the transitional period, the Commission will...

Manage the CBAM Transitional Registry;
Check the CBAM quarterly reports and communicate with national customs authorities;
Analyse the impact of CBAM on exports, downstream products, trade flows, LDCs, etc.;

Prepare secondary legislation for the definitive period: authorisation of declarants,
accreditation of verifiers, CBAM registry, selling of CBAM allowances, carbon price paid,
ETS price and benchmarks, final methodology, risk of circumvention, etc.

Set up the Common Central Platform for the sale and repurchasing of CBAM
allowances.



Scope of the EU Emissions Trading System

« carbon dioxide (CO,) from
 electricity and heat generation

« energy-intensive industry sectors, including oil refineries, steel works, and production of iron,
aluminium, metals, cement, lime, glass, ceramics, pulp, paper, cardboard, acids and bulk organic
chemicals

 aviation within the European Economic Area and departing flights to Switzerland and the United
Kingdom

« maritime transport, specifically 50% of emissions from voyages starting or ending outside of the
EU and 100% of emissions from voyages between two EU ports and when ships are within EU
ports.

* nitrous oxide (N,O) from production of nitric, adipic and glyoxylic acids and glyoxal

« perfluorocarbons (PFCs) from the production of aluminium.

A




Calculation of attributed direct emissions

( AttrEmdir = DirEm* + EmH,import - EmH,export +WGcorr,import - WGcorr,export - Emel,produced

| | |




= n m /
Emlnst =02 i=1 Emcalc,i +2 J=1 Emmeas,j W zk=1 Emother,k

Em,.... (direct) emissions of the installation in t CO,;

Emc ;... emissions from source stream / determined using calculation-based methodology in t CO,;
EMpeas - -- €Missions from emission source j determined using measurement-based methodology in't CO,;
EMginerk--- EMissions determined by another method, index k in t CO,.

Combustion emissions: Em; = AD, « EF, « OF, (AD, = FQ, * NCV, ; OF =1 - C_/Cista1)

Process emissions: Emj = ADj . EFJ- . CFJ-

& AttrEmdir 1 /./‘/EmH,export +WGcorr,import - WGcorr,export - Emel,produced

)

T T
EES ST OB
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