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=~ e BeR [ (HEINEKEN)

(—) SFEBEAIFRER

BIEMRAERY 2021 FEAN T T E BRI 2030 ) Bllg - ©BEA=KT5
[ FEEUBERAFE BT E - AN A PRIAIERY SR DU B N i
HEHEHHTER - BIEHER RS E A ESUESER A SNER - BigEE
T - e =] e SR S (WER) Y M AR AE EAR E FR e e sa e
R 755 35 TAESH(TCFD)RY SR A S R iE — HAR - MBJERAFIEAGHE] 2030
TR E B 30% » AT TS E SRR, ¥ ERIRA N
S5 LU B BRI e B T r A S8 e H AR (SDG) YA B e A i 2 -

B FIEAE A RE R R RI PRE Tk ol b2 A R (8 (8 e o
BIUFEMBF © S AR PRERNE = A b T2V FEERTE » i R & MRS (R 5
HEBUERZ O - 2022 FEEMRA T ERUSHIERELR |

1LEEE 1 fEE 2 HERcEEl 2018 AEECEAEILEYD 18%
2.40E 3 PErEE 2018 FELRMHLEHIER) 21%
3.81 2008 SEAHEE - “PHIAIVKE (hVhD) B06E 34%

4 A RFEACIR AR 7y (R E AN TE) e 73%

R 2 JBER 2022 FJERRECR

Full results Carbon Footprint 2022 Carbon Emissions per Lifecycle Stage
Scopes and categories GHG emissions (ktonnes COz-eq)
Scope 1 1,075
Scope 2 (market-based) 392 “
Scope 3 16111 m
Category 1: Purchased goods and services* 16,513 ’
Category 2: Capital goods Thity ' "
Category 3: Fuel- and energy related activities 298
Category 4: Upstream transport and distribution 1,553 15%
Category 5: Waste generated in operations a3 9;5'
Category 6: Business travel 104
Category 7: Employee commuting 37 O e
Category 8 Upstream leased assets 93 X §
@ Agriculture, indl. LUC (scope 3)
Category 9: Downstreamn transportation and distribution 167 Other (scope 1, 2 ansd 3)
Category 11: Use of sold products 1175 @ Logistics (scope 1, 2 and 3)
Category 12:End of life treatment of sold products* -4,846 Beverage production (scope 1,2 and 3)
Category 14: Franchises 41 @ Cooling (scope 3)
Category 15: Investments 139 ® Raw Materials Processing (scope 1 and 2)
Total Scope 1,2and 3 17,578

* This year the packaging emissions have been further broken down into category 1. Purchased goods and
services and category 12. End of life treatment of sold products. Under category 12 we now report the emission 1 7 6 5 8 7
reduction realized by recycling and re-use of materials, reflected in the negative figure reported. For total = .

packaging emissions, category 1 and category 12 should be looked at in conjunction million tonnes

0 eq kg CO,e/hl
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AN RK 223514 H HEINEKEN £ Jan-Willem Vosmeer(Corporate Social
Responsibility Manager) 5z Nicolas Clerget(Director Net Zero Strategy)f:[E]§5##F -
HEINEKEN A EERIHZ A FlE — R E LKA RIERSE - g — R EREEL
HYZ AR ELER] o 3% EE DL Heineken® fuhf Ry T4 - #EAHE 300 fEEFE -
I ~ A AR OISR E LA G - BIERA T EREKEEA 80,000 %
HET  AE 70 Z{EEIZ SOEWERE ~ 2R SF R~ A SR R R A AR B
Heineken NV FI Heineken Holding NV AR = AEfo[ 4T~ 2 BOX B B B
K5 o % BTN AN ~ RIS E - SIS S TSR RAEHE -
A1z 38 3 B B SR A Y T 57 (Brew a Better World)HYEE » K7 SRV SRl AR H

Heineken /N E] Y 2021 8836 T AlliEF 247aYH L 2030(2030 Brew a Better
World) | 7%56 » FESHAIRE - 1t @K ENE AV HE R =T - DIEH
2N ERFE DL (RIS - th— K EER BRSO (5 FEEL )
HEINEKEN AEEFHE] 2030 FEHAEGFE » 2040 FHRE(EEERFZ
HIERE - #—PF > Heineken N E]HY B IS EREIHE A & A E xR+
I B RPR A AT R AR AR DAHZES] 2030 FLERSHERE D 30%HY B ife
BEA > FERZRELEE » HEINEKEN A RS RHERIGENRIERN 574 IR F 08
BHMEEREEVIEME » BUERE R EPIHY B TTE) o A T 53R HA&RE -
HEINEKEN &0 AH Be s BE DA D EEAG Hi Y B T - 5% /2 =] H AilEL & Business
Ambition for 1.5C ~ Race to Zero ~ Climate Pledge LJz RE100 YK E - 2 TEE
IRMEERSy - HEINEKEN 72KGEE] 2025 FHFRE 166 {[E4F A m b e 558
RREVIIIEDL - ERe iR aT [l B AR RS - W FFEERH 35 AT EL A - B E AR
BT AT [EY Green Grip .58 » s EASHUA T — M ERERES » F4F A EiE 500
MEIARS} o 5540 » JK—E 2 HEINEKEN A E[¥IREREEIIZ L  E 5 2030 F£H
FERY—E0 7 » HEINEKEN [{E s /K& #E— 0 P K ERFEE B ETT 2.6 B
FH(h/hl) - FEREFBEANREEEGETT 2.9 G BB AIRE I FRH K S E
AR FFIEISK - A 4 2t /K AL R HR B HAth R e AH R B & F - SRty
fRERE -

75 Heineken 2% FEAERE{R R B AET THRAZ AV R - (EMEFEEIR
R ZHY 2 IR A RGR ? BERFRNR & H 70 Z R RERFRE 2 Co2 HY[ElL
THEI AR ? AR R 2RI ML AR BT 7y - RS A O E $a HE PR FH
BEERRHERR R i 2% HY - Heineken /X SJJBERAVIEIASE » FE BRI E 20K
B HIALER > EEAERE TP B R - AR MEntE BGIE R S EAE - s ftE
7 > BRI AR EERF R R B A (R R - Heineken 23 B & {BSLHVE R THIMLERS
EElE - BN - B EREHHIP 2 Heineken A F]HYRERGEHS » EE/BER
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i o] DAL RS RTRHE FOR T A4y BT H B RIS 2 B HEE EM B AR E HUHkER
M o AFIBR TR IERTREEZ b > BRI TEF 2 B BEE I > B5E ¢ (1)Heineken
NEGIRAFENB LR FE R RN SRIE QR ER S E S A T
a0 TRy —SeiERE s s - A& Refil] > SR M M CIE 24 FHE RN
A HATHEE T T Q)E =B st 2 MIMIE I G A 43 S »
Heineken /NS g it HAR A » ST FAREREIILE > BTl Heineken
NENFIE R ERG R - A EIARG AT 21 > ELERE L aE - Ao
HRiRIFRRAE Heineken SRRy - THEMEBHERG S MR & - tWFEETHE
1~ 2 FENSERRKRPSRENR AT E - B Al ER A 8 B R B R s T &
AR EEME - SEE I > Heineken /N ] 154 EEAYER 7 0T THREA M A R & - 28 A Al
o BN ERESS 47 - RUAE B B PRERME > A2 o] DA Z A AR S 090 E (B
UVEE] ~ PEILRFESTIEE -

BEA - T8 EIRE R A A B e F U ek AR RE TR E B k2
Heineken X 517 IR PRE N 8 88 S HIRE B (B AE L RE ) » A Sl EI R gl £
/& Heineken /A& - {HHFASRETH PR GEEE - BITAIFE (L Heineken /2 E] i
o ERORFGRERAYZHG A B Heineken /AH] - RIS [HEE & & B S SR A
W o HIR Ry Heineken A\ SR AREIRAVECR - RILATFLHERFEREE -
BIEZAFEFRL S » A LUK AREIR(NE ) E T2 A -

Heineken A EAAHAEH 2030 F£FH fTEFEFNHA WES—%
L] DUE HRZ A FI BB SRS - (L e K E A B EES > e
FENEWE - S R FEE R i B IR - EeEn e - EEEMEES
FEM o THATERAYE » FFTIEE#E A —(E mEE e HEPRER A R 2 A0SR AT
BRI —EE > BEUNE IR ESE T > MAE T AR Z R FE W
HE -
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SR FEREER DR E M ANBITERE R E 8 & 1F B EEER
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¥ - i B H TSR BRIEIEE T 1 e RS RIVE IR B AR o0
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B AR RERRERT R A -

=~ R FAERR S HRE N ERE I EEE - FERE
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Role of EU ETS and nEHS in German Climate Policy
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Head of Division V - Climate Protection, Energy, German Emissions Trading Authority (DEHSt)
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Prof Dr Daniel Klingenfeld
Head of Department V 3 — DEHSt: Energy Installations, Aviation, Registry and Economic Aspects
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Overview

=  The German Emissions Trading Authority (DEHSt) at the German Environment Agency (UBA)
= (Climate Policy in Germany and EU

= The European Emissions Trading System (EU ETS)
= National Emissions Trading (nEHS)

~

Emissions Tra\a'ihg\Ay"chority (DEHSt)
nah Environnient Agency (UBA
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Organisation of climate protection in Germany at federal level

Federal Ministry for the Federal Ministry for Economic Affairs
Environment, Nature Conservation, and Climate Action (BMWK)
Nuclear Safety and Consumer Protection (BMUV)

German Environment Agency
(UBA)

DivisonV

Climate Protection, Energy and Emissions Trading, German
Emissions Trading Authority (DEHSt)

German Environment Agency - organisation

Secretariat of the Council of

= . " Environmental Advisors
President sfonce President (SRU)
Dr Jeremias 4 5
Herberg Prof Dr Dirk Messner Dr. Julia Hertin
Office of the National
Vice President 8] Citizens’ Oversight
Dr Lilian Busse Committee

Venio Piero Quinque

Central Services Division| Division I Division Il Division IV Divison V
Division Martin Schmied Dr Claudia Réhl Dr Bettina Rechenberg Dr Jutta Klasen 7
Dr Jirgen Landgrebe
Dr Wolfgang
Scheremet _ . Climate Protection,
Environmental Sustainable Energy, German
Administrative Planning and Environmental Health Production and Emiss?z,ns Tradin
Management and Sustainability and Protection of Products, Waste Authorit (DEHStg)
Services Strategies Ecosystems Management Chemical Safety Y

64



DivisionV

Division V
Dr Jirgen Landgrebe

Climate Protection, Energy and Ger

ssions Trading Authority (DEHSt)

DepartmentV 1 DepartmentV 2 DepartmentV 3 DepartmentV 4
Climate Protection and Energy German Emissions Trading Authority: Industrial Installations, Trading Aviation | | German Trading Authority: Fuel Trading,
duction Projects, Customer d Legal Affairs | | and Maritime Transport, Registries and Basic Economic Issues | |IT. and in Trading
Dr Susanne Droge Juliane Steegmann Prof. Dr Daniel Klingenfeld Christoph Kiihleis
SectionV1.1 SectionV 1.2 SectionV 2.1 Section V2.2 SectionV3.1 SectionV 3.2 Section V4.1 Section V4.2
Climate Protection Energy Strategies Steel Industry, Mineral Processing, Pulp Energy Industries Chemical Industry Fuel Emissions Trading: Fuel Emissions Trading:
. and Scenario Refineries || and Paper, Non-ferrous Metal || and Industrial C i and ing and i
and Carbon Black Industry Installations of Gas Fuels of Liquid and Solid Fuels
Juliane Berger Dr Katja Purr Dr Holger Gottel Dr Markus Kollar Rainer Sternkopf Lars Langefeld Ulrike Friedrich Andreas Wendl-Damerius
SectionV1.3 SectionV 1.4 SectionV2.3 Section V2.4 SectionV3.3 SectionV3.4 SectionV 4.3 SectionV 4.4
Renewable Energies Energy Efficiency C Trading Economic Aspects Registry Administration Fuel Emissions Trading: Fuel Emissions Trading:
1 Customer Service, 1 Legal Office of Emissions Trading, 1 Compensation of indirect | |Compensation of indirect char-|
Event Management Auctioning, Evaluation charges to avoid Carbon ges to address unreasonable
Leakage Hardship and Double Counting
Carla Vollmer Dr Birbel Westermann Gladys Takramah Martin Fleckner Jan Wei Dr Thomas Schiitz Kerstin Kallmann Alexander Handke
SectionV1.5 SectionV 1.6 SectionV 2.5 Section V2.6 SectionV3.5 Section V3.6 SectionV 4.5 Section V4.6
Energy Supply and Emissions Situation live P Maritime Transport Aviation IT Applications for Emissions Monitoring,
Energy Data, Working Group Financing, Public Auditors Projects - UNFCCC National | German ions Trading an i
on Renewable Energy [ i Approval Body Authority 1  inEmissions Trading
Statistics (AGEE-Stat)
Marion Dreher Dirk Giinther Holger Berg N.N. N.N. Dr Olaf Halzer-Schopohl N.N. N.N.
Section V1.7 SectionV 2.7
Register of Guarantees Professional Data
of Origin for Renewable Management and Central
Data Quality Assurance 3
[[] tocation: Headquarters Dessau
Elke Mohrbach Susanne Grittner D mm{::% St

Climate Policy in Germany and EU
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Climate protection through emission reduction

Targets for the reduction of greenhouse gas emissions
in Germany (baseline year 1990)

1990 @
2030 .
2040 .

2045 o

= Paris Agreement (2015): limit warming to
well below 2°C - 1.5°Cabove pre-industrial
levels

= Federal Climate Change Act (2019/amended
in 2021)

= National climate protection targets

Compliance with European targets

= Germany wants to be climate-neutral by
2045

EU targets for 2030: split— ETS, Non-ETS, and LULUCF

5000

4000

3000

2000

1000

1990 2030 old target

-1000

MTotal EU WETS(1) NETS2 % Non-ETS1/2 mLULUCF

2030 new target
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Strengthening emissions trading as a key instrument: EU “Fit-for-55"*

Overall EU emissions target for 2030 (= NDC) is lowered from -40% to -55% vs. 1990.

Status of emissions trading as EU's central climate protection instrument is underlined by

the reform package.
For ETS-1, significant reduction of the cap from currently -43 % to -62 % compared to 2005.
The scope of emissions trading is expanded to include maritime emissions.

CBAM to gradually replace free allocations for Carbon Leakage protection

-> strengthen the incentives for transformation to climate neutrality in the industry.

New ETS-2 for emissions from buildings, transport and small industry installations.

Upstream system (-> suppliers of fuels liable for submitting allowances); all allowances auctioned.

* Package of legal acts - concluded in May 2023

Emissions trading...

... ensures achievement of climate protection goals

The “cap” ensures that the agreed emissions reduction goal will be achieved.

The cap also sends a strong signal to companies that emissions must be gradually reduced.

... helps to reduce emissions at lowest costs

Emissions trading grants flexibility for the participants: they decide if, where, when, and by which means
emissions are reduced.

The CO, price signal allows each participant a cost-based assessment: abate or buy allowances;
and whether or not to sell “spare” allowances.

... generates auction revenues for governments

Revenues from auctioning can be used to address vulnerable groups and/or support transformation
activities in society and economy (research and development; demonstration and implementation).
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The European Emissions Trading System was introduced in 2005

<40% 'I' 30

In 2022, Norway, Iceland,
Liechtenstein participated

in emissions trading in addition
to the 27 Member States.

The EU ETS covers slightly less
than 40 percent of the EU’s
total greenhouse gas
emissions.

1.31 billion t

All installations covered by
the EU ETS emitted around
1.31 billion tonnes of
CO,eq in 2022

9,000

EU ETS covers 9,000 stationary

installations such as
power plants, refineries
and steel mils.

-38%

Emissions from European
EU ETS installations
dropped by around 38 percent
between 2005 and 2022.
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49 million t

Emissions from intra-
European air traffic increased
by 76 percent to just
under 49 million tonnes
of CO,eq in 2022




Emission reductionsin EU ETS since 2005

EU 30 and Germany

110 %

= Previous ETS reduction
target

100% 1 for 2020 (- 21% vs. 2005)

more than fulfilled

90 %

= Previous ETS reduction
target for 2030 (- 43% vs
2005) already “in view”

80 % -

70 %

60 %

- Intensified target for 2030
(,Fit-for-55”): - 62% vs. 2005

50 %
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Source: DEHSt calculations based on data fromthe European Environmental Agency (2021 preliminary as of: 25/04/2022). Emissions between 2005 and
2012 include an estimation of historical emissions for the scope of the third trading period.

Evolution of EU ETS

EU ETS phase | i EUETS phase Il : : : EU ETS phase IV
. P — Rules for phase IV
Pilot phase: Stabilisation: Consolidation Structural Reform:
and European have currently been
= National caps = Stronger correction Farmonisation: = EU-wide Cap updated after
= Nearly 100% free of NAPs by COM (-4.3/4.4% p.a.) finalisation of
allocation = DE/UK auction 10% EU-wide Cap = MSR since 2019; ‘Fit for 55’-package
= Establishment of = Banking for all (1/a%p) surplus cancellation
carbon market periods Full auctioning = [Innovation Fund &
= No banking ! = Inclusion of aviation powerplants Modernisation Fund
(2012) Benchmarking = No use of
Harmonisation international
of rules offsets
2005-2007 2008-2012 2021-2030
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Conclusion and outlook

= EU ETS is working

= Since 2005, substantial emission reductions of around 38%.

= Reform ofthe EU ETS showing effect
= Significantly higher CO, price since 2018 after structural reform.
= EUETS partly responsible for significantdrop in emissions in the power sector.

= Decarbonisation of industry: in addition to a CO, price signal, accompanying support measures are necessary for
investmentsin the transformation of industry.

= Butflanking measures are also importantin other sectors (buildings/transport).

= Current trend confirms scope for setting more ambitious targets

= Raisingthe EU GHG reduction target from 40% to at least 55% with a goal of GHG neutrality by 2050 requires
adjustment of the cap in the EU ETS.

= Areformed EU ETS can make a significant contribution to ensuring that we efficiently achieve the German and
European climate protection targets.
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Since 2021, the EU ETS is complemented by the nEHS in Germany (national ETS)

= Addresses households, transport and small industry plants not covered by the EU ETS, covers fuel
distributors (upstream ETS), not emitters as in the EU ETS (downstream).

= All fossil fuels covered, irrespective of which sectors they are used in:

= Goal: assign a CO, price to all fossil fuels used

= But: provisionsto avoid potential double burden to those fuel users already covered in the EU ETS

= nEHS sets a fixed price until 2025 and
a price range (55-65 euros) for 2026:

2021-2026 price trend

Adjustment according to BEHG Amendment 2022

€25 €30 €30

lt‘

1t

€35

|

Basics of the German national ETS (nEHS)

= December 2019: the Emissions Trading Act
for Fuels (BEHG) implementing the nEHS
came into force

= The goalis to introduce certificate trading
for fuel emissions

= Scope includes mainly emissions of the
heating/building and transport sectors

= (Small) industries outside the EU ETS

o, COZ Coz C02 COz
2021 2022 2023 2024 2025
!ﬂnopcm» ) (h tional
Emissions Trading System ons Trading System
(since 2005) (since 2021)
& Industry I [0) Heat generation
A el plants ﬁ Transport
B 2 .
8
aias =
) Aviation
\_» ) I]]] Waste (from 2024)]

scope are also included

=  From 2024 waste incineration will be
covered
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EU Fuel ETS (ETS 2) starting in 2027

The German nEHS as a preceeding model for the European level

= Fit for 55 package
Decision to introduce a new and separate ETS for buildings, road transport and additional sectors on EU level

= to achieve a 43% emission reduction in road transport and buildings sector in 2030 compared to 2005
= Asinthe nEHS, a price is set on fossil fuels via an upstream system covering fuel distributors
= Allocation of allowances only through auctioning
= The price is set through a cap and trade system, with an ambitious linear reduction factor (LRF > 5% p.a.)
= New Social Climate Fund to address the social impacts from the ETS 2 on vulnerable groups in the EU

= Fromrevenuesin ETS1and ETS 2

UBA's policy mix concept for socially balanced CO, pricing

= social hardship in ETS 2 sectors must be

avoided Climate and \
= UBA suggests a policy mix containing: ,7,,,,%?;;?;%‘ Transformation Fund el it i
= Aclimate dividend -

= Supplementarysupport programs for
vulnerable households

cam o
= this ensures social justice and public ==

acceptance

= recently published scientific input available
on our website

Basic

3

il Security
Kittle CO, pay litle.

Sousce: own ilkustration, German Enviranment Agency
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DEHSt

Deutsche
Emissionshandelsstelle

Umwelt

Bundesamt

Thank you for your attention!

Dr Jiirgen Landgrebe and Prof Dr Daniel Klingenfeld

E-Mail: emissionshandel@dehst.de
Internet: www.dehst.de

This presentation is based on a speech held by the German Emissions Trading Authority (DEHSt) and is not clear for publication. Check against delivery.
References and quotations from the presentation must at all times be approved in written form by the DEHSt.

The ,Fit for 55“ legislation package from 14 July, 2021 - state of play

Set of legislative proposals and strategies: broad =
range of policies for energy supply, industry, oo TN e ___a
transport, households, and LULUCF. [omnme (ot
and bulldings EU Emissions Mechanism 4
Aligning energy and climate policy with the new EU R oy %
climate policy goal for 2030 (at least minus 55% in it \ "o /gy d/
" ® Changeand P < Taxation » -
GHG emissions compared to 1990). _ noio / 2030 \ *" —
et ) 4 CLIMATE » &€ oy B
An political agreement on the ETS dossiers was B TARcETS g
reached in the Trialogue on 17/18 December 2023. i ) ! AN w
Fuels 7
Formal adoption by Council an EP is ongoing; entry e .mgg; i MU' i
into force in May 2023. R ¢ o, P« e T
——d TN
Implementation in the various fields of action is now tnkistve
taking place gradually. I
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Overview on the ETS Dossiers under the Fit for 55 Package

Substantial reform of exiting the EU ETS and significant extension of the scope

Separate
itat -
peesanidtion Funds and revenue recycllng

Ambition
100% of revenues utilized for climate and

Cap reduction social purposes

Introduction of a CBAM Market Stability Reserve (MSR) Strengthening of exiting and creation of new
EU funds

Carbon Leakage Protection

Reform of free allocation

Aviation EU fuel ETS
Scope remains for intra EWR flights Maritime Creation of a new upstream ETS for fuel

Phase out of free allocation Stepwise inclusion in the EU ETS 1 emissions (EU ETS 2)

Separate
presentation

How EU ETS shall contribute to achieve EU climate target (min - 55% reduction)

Substantial reform of EU ETS within the Fit for 55 Package

Carbon Leakage New sector | Reform of ETS for ETS 2
Protection aviation

= Cap reduction = |ntroductionof = Maritime = Phase-out of free =  Upstream-ETS

=  Reform of CBAM transport allocation by 2027 for buildings and
Market Stability = Reform of = |mplementation of road transport
Reserve (MSR) free allocation CORSIA

Utilization of revenues:
= 100% of national revenues from auctions are to be utilized for climate protection measures or social
balance

= Extension of European funds:
Innovation fund (~ 650 mIn EUA): renewables, CCS/CCU, industry decarbonization, buildings, transport

Modernization fund (approx. 440 min EUA plus national funds): transformation of energy system in 10 lower
income EU Member States

Creation of Social Climate Fund (est. 72 bln Euro between 2025-2032, plus EU Member States’ own contributions)
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Climate Policy Instruments & Carbon pricing strategies

Command & Control Emissions Trading

Efficiency or performance standards Tax levels don't react on economic Burden for enterprises

(ELV's) are legally fixed and don't development (market price of certificates)

react on economic development contradictory to economic
development

Applicable for New entrants; Incumbents and New Entrants are Incumbents and New Entrants are

Politically very difficult to implement for covered. covered.

incumbents.

National instrument National instrument Covers all EU Member States;
Option of ,Linking“ with other ETS
systems

Revenues: No Revenues: Constant Revenues: Dependant from (market
price of certificates and share of free
allocation

Contribution to CO, Target Contribution to CO, Target difficult to  CO, Target is always met.

predictable but relatively small. predict.

EU Fuel ETS (ETS 2)

The Implementation of the EU Fuel ETS in Germany and its Challenges

= Start of the system:
= Monitoring/reportingbased on historical emissions in 2024 (emissions report by 30 April 2025) No surrender
= Monitoring/reportingbased on actual emissions in 2025 and 2026 of allowances

= From 2027: Monitoringand reporting with compliance obligations/surrender
of allowancesin 2028

= Differences in ETS design between the German nEHS and EU Fuel ETS:
= Scope, MRV, Price formation and Compensation/double counting

= Challenges of the implementation in Germany:
= Generally, transfer of nEHS into EU Fuel ETS (without having two parallel systems)

= Identification of final consumers/end use sectors necessary in EU Fuel ETS to ensure fuel use in respective
sectors covered under the system and for reporting purposes

= Short timeline for adoption of regulations/delegated and implementing acts on MRV, compensation
mechanisms, auctioning, registry
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BIEERLE ~ HHE B KAl &4 E (DG EMPL)

Taiwan “Net-Zero governance” delegation: European Green Deal and Just

Transition Policies in the European Union

Taiwan “Net-Zero governance” delegation

European Green Deal and Just Transition

Policies in the European Union
28 August 2023

Frank SIEBERN-THOMAS
Fair Green and Digital Transitions, Research
DG Employment, Social Affairs and Inclusion

Introduction & policy context
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Commission ! si WELENA DALUI
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The EU's raised climate ambition

*  Commitmentto Paris Agreement

» Climate neutrality by 2050: European Green Deal
(2019), EU Long-Term Strategy to UNFCCC
(2020)

* The European Climate Law, sighed by MS and
Parliament in June 2021, sets out:

« Climate neutrality in the Union by 2050 as a legally binding

objective
* A 2030 target to reduce GHG emissions by at least 55% :E:m = =
compared to 1990 levels = =
Source: Stepping up Europe's 2030 climate ambition,
« Globally, national net zero pledges increased A
rapidly in 2020 and 2021; COP-27 announced a
Just Transition Work Program - .
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Europe is now the very first continent that
presents a comprehensive architecture to meet
our climate ambitions.

Our Package aims to combine the reduction of
emissions, with measures to preserve nature, and
to put jobs and social balance at the heart of
this transformation.

Statement by Presidentvon der Leyen on delivering the
European Green Deal, 14 July 2021

European
Commission

Transition towards 2030 targets:

Policy context :

Developments since mid-2021:

« Higher energy prices & inflation since
mid-2021, exacerbated by geopolitical
developments (war in Ukraine)

« Labour market resilience, but increasing
labourand skill shortages

* EU measures since autumn 2021,
including REPowerEU Plan and
emergency interventions to ensure
energy security and
solidarity.

* For93% of Europeans,
energy prices pose
a serious problem.

#Ipcc

#ClimateReport
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IPCC Working Group | Report

is a code red for humanity.

2030 climate target: reduce EU GHG emissions
by 55% vs 1990 (30% reduction achieved by 2021)

“Fitfor 55” legislative package (July/Dec 2021)

88% of Europeans agree no one should be
left behind in the green transition.

IPCC 2022 report:

« “Withoutimmediate and
deep emissions reductions
across all sectors, limiting
global warming to 1.5°C is
beyond reach.”

The only way out:“massive
social and societal
transformations”

European
Commission
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Fairness challenges of the green transition
Employment & skills aspects

« “Triple dividend” possible with right policies, but labour reallocation and
skills needs in certain sectors (e.g. energy-intensive industries) and regions

+ But different challenges and opportunities for regions, industries, workers,
households and consumers

* Employment and social dimension of twin transition

* Netup to 1 million new jobs by 2030; green skills and green jobs increase in
importance; job losses and restructuring in certain areas

+ Green jobs offer significant opportunities for job creation (+91.6% jobs in renewable
energy production 2000-2019), but job quality and equal opportunities are key

* Atleast 35 million people in EU in energy poverty, already before rising energy
prices (2020)

Policies at all levels are key for realising opportunities and é‘ e |
addressing challenges of the green transition N
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Fairness challenges of the green transition
Energy transition: employment, social and distributional challenges

Inability to keep home adequately warm
20%

15%

10%
5
* Il
. | [T-
1 2 3 4 5 6 7 8 9 10

Income decile

®

Employment share in energy-intensive Source:
Ind ustries - EU-SILC microdata 2019, 2020

- European
Commission

Fairness challenges of the green transition
Territorial dimension of job creation and labour market transitions

ENSPRESO  Solar energy ENSPRESO Solar  energy
potetnial (MWhfiam?) Y potetrial (MWHm?)
Scenario 85 Wpin¥ Scenario 175 Wpim*
- 20004000 - 20004000
. 1000-2000 - 1000-2000
500 - 1000 500- 1000
0500 ox0
3005 3t isk 20202030 { Jobs at risk 20202030 9 .
JAC 2021 based on TYNDP JRC 2021 based on TYNOP 4

== E L]

0700

Jobs at risk vs. job
creation potential in

’ & '
e i ———— renewable energy
T | BT production
. 1000-2000 * = ;gg.);‘g

500 - 1000
o

500 500
Sobs o ik 2020-2030 # Sobs o ik 20202030
JRC 2021 based on TYNOP JAC 2021 baced on TYNOP
(=) e 0 70

n European
Commission

uaaib si sqol jo aimny ayy '{1Z0Z)D¥r :891N0g
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Fairness challenges of the green transition
Revenue recycling needed to address regressive effects

Welfare impact, % of total expenditure

6 Via lump sum transfers to Share of additional revenue recycled

households with expenditure below:
Maximum (all) -
Median -
60% of the median

100% 50% 0%

1 2 3 4 5 6 7
Expenditure deciles

Source: SWD(2021) 452 final

“ European
Commission

Fairness challenges of the green transition
Effects and efforts of emission reductions are unequal across income groups

§ § 8§

Share of world total

Global carbon inequality:
Losses vs. emissions vs. capacity to finance

75% 76%

M Relative Losses
¥ Emissions

B Capacity to finance
wealth ownershi

Bottom 50% Middle 40% Top 10%

Figure 29: Global carbon inequality: losses vs. emissions vs. capacity to finance
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"For the first time carbon
inequality within countries is
larger than between countries.

Climate Inequality Report, World Inequality Lab (2023)

“The bottom 50% of the world
population (in terms of GHG
emissions) contributes to 12% of
global emissions but is exposed to
75% of relative income losses
due to climate change.”

Chancel, L., Bothe, P, Voituriez, T. (2023)
Climate Inequality Report 2023
World Inequality Lab Study 2023/1

H European
Commission



How do Europeans see the green transition?
Expectations and concerns

The green transition 88% 8%
should not lea.ve Total ‘Agree’ Total ‘Disagree’
anyone behind 49
0
Don’'t know

460/0 agree to consider they are confident that by
2050 sustainable energy, products and services will
be affordable for everyone, including poorer people

_ Source: Special Eurobarometer

46% 48% 6% 527 on “Fairness perceptions of
B Tota W Total B Don't the green transition”
‘Agree’ ‘Disagree’ know | [

How do Europeans see the green transition?

to act to limit climate change

QAL1.3 To what extent do you agree or disagree with the following statements?

::,l‘lm::jez c;;mo is something that frightens you 77% 21%
Don't know Total ‘Agree’ Total ‘Disagree’
Totally disagree 1

0 ' 2%
\ Totally agree Don't know
~ 28

Tend to disagree
19 .\
Should personally do more than what they are
doing to contribute regardless of what others do

72% 25%
Total ‘Agree’ Total ‘Disagree’
3%
Don't know

- European
Commission
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How do Europeans see the green transition?
Opportunities for new jobs and skills

619% think that policies
to tackle climate change will

create good quality jobs 57% think that policies
(in terms of eamings, job to fight climate change will
security and quality of create more new jobs
the working environment) than they will remove

61% 27% 12% 57% 29% 14%

I Total ‘Agree’ I Total ‘Disagree’ [l Don’t know R

How do Europeans see the green transition?
Skills for the green transition

54% agree that their

current skills allow 559% think that being
them to contribute in a job that contributes
ke Sasiion to advancing the green 34% think that their job

_ transition is important is contributing to advancing
to them personally the green transition
Y I M

550h 33% 12% 34% 47% 19%
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How do Europeans see the green transition?
Support for political action
Support for Increasing their country’s investments 89%

poli cy ac tions in public transport infrastructure

to advan ce a f ai r Subsidising people to help make their homes more energy efficient,
&% especially poorer people and the most vulnerable households
green transition

89%

Encouraging private companies, through rules and incentives,

¥ Total ‘In favour’ to (1) reduce their emissions faster, (2) switch to more energy-efficient
Total ‘0 ed’ production methods, (3) adopt more circular and sustainable processes and
: I;)on't k::;s (4) retrain their workforce as needed

Taxing products and services that contribute most to climate change,
and redistributing revenues to the poorest and most vulnerable households

Allocating a quota of energy to each citizen to ensure everyone makes 62%
their fair share of effort to tackle climate change 31%

 European
= Commission

European
Commission
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The European Green Deal
An agenda for a systemic transformation that leaves no one behind

Transforming the
EU’s economy fora
Increasing the EU's Climate A zero pollution ambition
ammonhzw 2030 and 2050 sustainable future for a toxic-free environment

/ \
Supplying clean, affordable Preserving and restoring
and secure energy The ecosystems and biodiversity
1 Ell‘m.‘l
Mobilising industry Green
for a clean and circular economy Deal
\ friendly food system
/

1
From ‘Farm to Fork’: a fair,
Building and renovating in an Accelerating the shift to
energy and resource efficient way sustainable and smart mobility

healthy and environmentally

Leave no one behind
(Just Transition)

Financing the transition

TheEUasa A European
global leader | Climate Pact
Source: COM/2019/640 final
- Massive investment need of ca. EUR 350 billion per year until 2030 in the energy “ coropean.
system alone (and an additional EUR 130 billion per year for environmental goals)

"There will be a Just Transition or
no transition at all.

(..

| think this is probably the biggest
challenge we will be facing,
certainly in this time, with high
energy prices and other
challenges that all of our societies
face”

Statement by European Commission Executive Vice-
President Frans Timmermans

Speech at the Environment Council, 20 December2021

m European
Commission
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European Pillar of Social Rights

Access to

essential Sraiiog

+ Inclusive access to skills and education T % ey e
« Active support to employment G @ i w -
+ Access to essential services 'Tf?m?éﬁfﬂb. N ill'::mw:r
1l

« Fair distribution of income S
+ Good working conditions and decent wages Pillar of

\ma-weﬂ& Social Rights @ s
» Access to social and health services o %
« Social protection and inclusion Sy ,@ @ e s
» Equal opportunities & Gender Equality Unemployment @ b % t S

u:aec::on Healthy, safe \::::nt’:
M riods Ml bl st )

potecton  Source: European Pillar of Social Right

2021 2021
At least At least At least
; 8 /0 20;30 60 /0 20:30 1 5 million
of the population aged of all adults should fewer people at risk of
20 to 64 should be participate in training poverty or social
in employment by 2030 every year by 2030 exclusion by 2030
Current level: 73.1% (2019) Current level: 37.4% (2016) Current level: 91 million persons (2019)

\
\ - European I
| Commission
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‘Fit for 55’ package

- European
L L Commission

“Fit for 55” — part | (14 July 2021)
| Pmg | Tewes | Rues |

» Stronger Emissions Trading * Updated Effort Sharing . Stricter CO2 performance for

System including in aviation Regulation
cars and vans

+ Extending the Emissions + Updated Land Use, Land Use <
Trading to maritime, road Change and Forestry ’a\lltee v:r::tg:sftjr;:ture 1o
transport, and buildings Regulation

* Updated Energy Taxation * Updated Renewable Energy E\Z?tlgi%eMlsore ik
Directive Directive

* New Carbon Border + Updated Energy Efficiency : 'f:ul;eléEU: £ caneimaitie
Adjustment Mechanism Directive

Support Measures

» Using revenues and regulations to promote innovation, build solidarity and mitigate impacts for vulnerable
households, microenterprises, energy consumers and transport users - new Social Climate Fund and
enhanced Modernisation and Innovation Funds

| o
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“Fit for 55” — part Il (14 December 2021)

Mobility Climate and Energy ______ Environment |
» Reuvision of the Regulation on « EU legislative proposal to reduce * Strengthening EU law to combat
the trans-European transport methane emissions in the environmental crime
network (TEN-T) energy sector
* EU rail corridorinitiative to boost . Hydrogen and decarbonised gas further initiatives in 2022, to
long-distance and cross- package modernise the transport
border passenger rail Revision of the Ensray sectorand ensure it reaches
T > 0, - - -
+ New EU Urban Mobility Performance of Buildings 90% emissions reduction
Framework Directive (EPBD target envisaged in the
ircetive ( ) European Green Deal (incl. on
* Revision of the Intelligent + Commission Communication on CO, emission standards for
Transport Directive restoring Sustainable Carbon heavy-duty vehicles)
Cycles

+ Council Recommendation on ensuring a fair transition towards climate neutrality

- European |
Commission

Council Recommendation (June 2022)
. Ensuring a fair transition towards climate neutrality

+ The Recommendation aims to encourage Member States to fully exploit the
benefits and opportunities associated with the green transition while fairly
spreading the costs of tackling and adapting to climate change.

* It provides guidance for national-level policies (incl. for affected regions)
on the right accompanying policies necessary to make the most of the
green transition’s potential (‘triple dividend').

* It promotes a meaningful involvement of social partners and the
implementation of a whole-of-society approach

* It delivers on objectives of the Green Deal and contributes to implementing
the European Pillar of Social Rights.

+ It builds on existing actions, including tools, plans, policy guidance,
International references (e.g. ILO Just Transition Guidelines) & o

Commission
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Council Recommendation on a fair transition
Policy guidance and monitoring ADOPTED

1. Policy packages for a fair green transition
3 . c. Fair tax-benefit d. Access to essential
a. Active support to b. Education, training, i N
systems, social protection services, housing
quality employment lifelong learning
5 = Tax shift away from labour * Energy investments,
Employment, job creation + Strategies, partnerships y
Social protection, well- renovations, social housing
Working conditions * Intelligence, cooperation . .
2 A designed income support *  Mobility and transport
Involvement, restructuring +  VET, adult training
Insurance solutions +  Consumption (nutrition)

a. Inclusive whole-of-society approach
Coordinated policy-making, social partners, civil society, regional and local authorities, public services

elements

b. Evidence-based approach
Definitions, concepts and methodologies; ex-ante & ex-post impact its; R&l; public

o
=
£
S
¢
@
)
o
o
o~

Optimal use of public and private funding
EU-level instruments and funding options (e.g. Recovery and Resilience Facility, Cohesion Policy funds, Just Transition
Mechanism, InvestEU, ERASMUS+, EGF, LIFE, etc.)
Commit and deploy national , share best ices among Member States

3. Funding

(yorepe izzoz)

Implementation and monitoring:

+ in the context of the European Semester, incl. possible national REPowerEU chapters in the RRP
(under the Recovery and Resilience Facility) to ensure energy security and accelerate the transition; - European

C issi
+ National Energy and Climate Plans under the Energy Union and Climate Action Governance emms=en

Council Recommendation on a fair transition
Next steps ADOPTED

» Support the enhancement of the adequacy, consistency and effectiveness of Member
States’ fair transition policies

» Ensure regular monitoring and follow-up, including in the context of the European
Semester and the National Energy and Climate Plans

» Strengthen the database; update methodological guidance, including on skKills,
tasks and jobs contributing to the green transition

» Regular monitoring on energy poverty; research on access to essential services,
also by developing the concept of ‘transport poverty’

» Exchanges with key stakeholders, people and communities concerned,
exchanges of best practices, includingin the context of industrial ecosystems'
transition pathways (and at COP-27 and Clean Energy Ministerial)

» Mainstreaming of just transitions, incl. R&l and social innovations for fair —
transitions “ Commission
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Funding support to a fair transition

Recovery and Resilience Facility (RRF)

Cohesion Funds (Just Transition Fund, European Social Fund plus,
ERDF, CF) to develop social measures targeting the most vulnerable

JTF to provide targeted support for economic diversification and
reconversion of territories concerned and alleviate the socio-economic
impacts of the transition

Other measures to provide deliver income support, price regulation,
reduction in VAT and energy-related taxes, increase in minimum wage, ...

Horizon Europe Research & Innovation Framework Programme
Social innovations for a fair, green and digital transition

Mainstreaming of (climate, digital) objectives across funds
- . " European
and programmes and synergies across funding instruments - B

Social Climate Fund

* Purpose: address the social impacts arising from the new emissions trading
system for buildings and road transport

* Focus on vulnerable groups, esp. those affected by energy and/or transport poverty
» Definitions (and indicators) of energy and transport poverty

* EUR 86.7 billion (incl. 25% national contributions) during 2026-2032

» Social Climate Plans to be submitted by Member States after
stakeholder consultations by mid-2025 (incl. milestones and targets)

» Social Climate Dialogues

- European
Commission
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Social Climate Fund

What measures can be financed?

Support energy efficiency Finance zero- & low-emission Provide temporary
& renovation of buildings, mobility & transport, direct income support
clean heating & cooling, including public transport to vulnerable households

renewable energy and

storage consistent with reforms and
\ / investments and pending
~ impacts of investments -
0,
v compliance with do no significant harm max.. 37 Sk ef theFlans

(DNSH) principle m European

Commission

Green Deal Industrial Plan

* Relies on the strengths of the EU Single Market
aiming at providing a more supportive environment
for scaling up of the EU's manufacturing capacity

for net-zero technologies and products required

Speeding up the contribution of
Europe's innovative clean tech

to meet Europe's ambitious climate targets. < ¥ industries to net-zero

February 2023

* Three key proposals:

* Net Zero Industry Act: identify goals for industrial capacity by 2030 & reduce the length

and enhance the predictability of permitting processes

« Critical Raw Materials Act: ensure EU's access to a secure, diversified, affordable and
sustainable supply of critical raw materials.
“ European
Commission

* Energy: EU energy platform, reform of the electricity market design...
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Just transitions at international level

EU-ILO Just Transition Pavilion at COP

* 40 events, meetings on knowledge sharing around the
social and employment dimension of the green transition,
with 18 000 online and offline participants

« Just Transition Knowledge Hub

« Launch of Green Jobs for Youth Pact

Just Transition Work Programme
* Scope, institutional arrangements, modalities, linkages, funding and outcomes

» Overall agreement on the importance of 'leaving no one behind' in the transition to
a low-carbon economy but remaining issues for COP28

7

X European
= Commission

: European
Commission
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Fair digital transition
. Challenges and opportunities for digital skills

Digital skills have become a transversal competence, yet

> 90% Of jObs reqUire at |eaS'[ baSiC performance varies widely across Member States
. . . Individuals who have basic or above basic overall digital skills
dlgltal sk|”s; 60 to 700/0 Of Workers (Social Scoreboard classification, 2021) ?
require basic or moderate digital skills. 50% ofobs requre

digital skills

In 2021 in the EU,

» 52% of adult workers need to et ke

had at least basic

develop their digital skills. Only 26% of =~ st
workers undertook training activities w2050 ey
for digital skills in the mid-2020 - 21 o s it
period. —

Note: Some administrative units on islands and outermost regions are not
represented. Sewrce: Eurostat LFS EDAT_LFSE_02. © EuroGeographics for the

administrative boundaries.

Source: Joint Employment Report, March
2023

“ European
Commission

Digital Decade

A digital transition that empowers citizens and businesses

skills » Skills:
20 mill: d ICT ialists, A
A ";?;,T::;‘:i e T > 80% of adults can use tech for everyday
80% of adults can use tech for everyday tasks tasks vs. 54% in 2021
» ICT specialists: 20 mio by
2030 vs. 9 mio in 2021; bridging gender-
Government - Infrastructure & diversity gap (19% female ICT
Key Public Services - 100% online Gigabit connectivity for everyone, high-speed ialists in 2021
Everyone can access health records online mobile coverage (at least 5G) everywhere specialists in )
Everyone can use elD EU produces 20% of world's semiconductors
10 000 cloud edge nodes = fast data access
EU quantum computing by 2025 : n
» Businesses:
» 75% of companies using Cloud, Al, or Big
Business Data
75% of companies using Cloud, Al or Big Data
D°“h§;;°'f“‘s"“‘b:s';’::;';:':;:m” > 2x more unicorn startups

» 90% of SMEs taking up technologies

- European
Commission
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European Skills Agenda

Tools for J + Individual learning accounts

lifelong Micro-credentials
Strengthening skills intelligence learning . Europass
National Skills Strategies &
Public Employment Services Skilling
Recommendation on VET for a job

European Universities

Skills to support twin transitions
STEM graduates, Entrepreneurial
& transversal skills

Framework to unlock Member
States’ and private investments in
skills

Unlocking
investment

Skills for Life
A Pact for Skills Joining
including Blueprints forces

]

“ European
Commission

Declaration on Digital Rights and Principles
Endorsed by the EU (co-legislators) in January 2022

Objective: ensure people are empowered to fully enjoy the opportunities that the
digital decade brings
The principles are shaped around 6 themes:
Putting people and their rights at the centre of the digital transformation
Supporting solidarity and inclusion
Ensuring freedom of choice online
Fostering participation in the digital public space

Increasing safety, security and empowerment of individuals

Promoting the sustainability of the digital future

“ European |
Commission
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Declaration on Digital Rights and Principles

Chapter Il - Solidarity and inclusion: Technology should unite, not divide people. Everyone
should have access to the internet, to digital sKills, to digital public services and to fair working
conditions.

Digital education, training and skills (the right to digital education, supporting efforts of
digitalization of education, digital upskilling and re-skilling)

Fair and just working conditions (the right to fair, just, healthy and safe working condition
and protection in a digital environment, including the right to disconnect)

Chapter lll - Freedom of choice: People should benefit from a fair online environment, to be
safe from illegal and harmful content and be empowered when they interact with new
technologies, like artificial intelligence.

Interactions with artificial intelligence (human-centered, trustworthy, ethical and
transparent systems)

Fair digital environment (the freedom of choice, fair competition, respect of fundamental
rights, user and consumer rights, interoperability, transparency for informed choices)
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WHAT'S NEXT?

Major events ]
£

9 May:
European Year of Skills ‘festival’

8 - 9 June:
‘Making Skills Count’ event

23 - 27 October:
The European Vocational Skills week

WHAT'S NEXT?

15 - 16 November:
The Employment and Social Rights Forum

Beginning of 2024
The concluding event

Major flagship initiatives

17 January 2023 Q2 Q3
*Commission *Proposal for Council +Initiative on recognition

Communication on
“Harnessing talent
in regions”

Recommendations on the
enabling factors for successful
digital education

*Proposal fora Council
Recommendation on improving
the provision of digital skills in

education and training

sLaunch of the pilot for the
European Digital Skills
Certificate

*Reinforced Quality Framework
for Traineeships

96

of qualifications of third
country nationals

«Launch of the Cybersecurity
Skills Academy

*Commission proposal for a
Council Recommendation
on updated learning
mobility framework

Commission



EU SKILLS POLICY

EU Tools to support skills policy

> Europass Europen Qualifications
e < Framework European
Qualifications
eurOpaSS 7\
> skillsOvate > DigComp ’E
SKILLS OVATE
ONLINE VACANCY ‘Q@

ANALYSIS T0OL FOR
{3

Al

“EUROPEAN/ )

EU SKILLS POLICY

Funding instruments to
support skills policy

European
Social Fund
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Frank.Siebern@ec.europa.eu

EMPL-Green-Deal@ec.europa.eu

https://ec.europa.eu/commission/presscorner/detail/enfip_21_6795

https://www.consilium.europa.eu/en/press/press-releases/2022/06/16/council-takes-action-to-ensure-green-transition-is-fair-and-inclusive

© European Union 2022

Unless otherwise noted the reuse of this presentation is authorised under the CC BY 4.0 license. For any use or reproduction of elements that are
not owned by the EU, permission may need to be sought directly from the respective right holders.
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B SR AR ORI BRI [F] BR &
Carbon Border Adjustment Mechanism: Presentation to the Taiwanese

Delegation in Brussels and officials from Taiwan

* %k
X
* x
ok
European
Commission

Carbon Border Adjustment Mechanism

Presentation to the Taiwanese Delegation in Brussels and
officials from Taiwan

23 July 2023
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s §‘ European

= Commission

Carbon Border Adjustment mechanism as
part of the European Green Deal

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

European
Commission
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Strenghtening the EU Emission Trading System

* ETS is the EU core carbon pricing instrument to reduce emissions in industry,
power and intra-EU aviation (40% of total economy)

» Emission reductions achieved: -35% compared to 2005
* Increased reduction target from 2030 from -43% to -62%

* Increased ambition requires phasing-out free allowances in sectors at risk of
carbon leakage

n European
Commission

So, what is the aim of the CBAM?

Prevent carbon
leakage to ensure
effectiveness of EU

climate policy Complements and

reinforces the EU ETS

Contribute to decarbonisation
globally and to reaching climate @ /7
neutrality by 2050

m European
Commission
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And how do we do this?

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 B’ oo
paid by third country operator Commission

Sectors

O Inthe first phase:

CEMENT IRON & STEEL ALUMINIUM FERTILISER ELECTRICITY HYDROGEN

U Includes some precursors and downstream products

U 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 CO2 emissions of ETS sectors (54% of free allowances in 2021)
v Practical feasibility

U In a second stage, may be extended to other ETS sectors m European |

Commission
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Emissions under CBAM scope

Not in CBAM scope

Partially in CBAM

scope

Scope 3
Electricity consumed for Indirect
the production of CBAM
goods

Raw ma.ter!als,_ transpor_tation Consumption, transportation
and distribution, previous and distribution and end of life
waste, etc

Upstream Company production Downstream

- European
Commission

Gradual implementation of CBAM

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

s

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

Committee (EU Member * Indirect emissions

States) « Impact on LDCs

* Progress in international
climate discussions

- European
Commission
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Phasing-out of free allocation /
Phasing-in of CBAM

Free ETS
allowances

Free Allocation

2023-2025 2026-2033 2034 onwards

EEEEEEEE
Commission
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Calculation of the adjustment

Number of certificates

free allocation under
the EUETS for the
relevant product
(tonnes of CO2 per
tonne of product

Actual emissions of
the installation
producing imported

product (actual tonnes
of CO2 per tonne of
product produced)

Total tonnes
of imported
product

105

Price of certificates Obligationand
adjustment
Average -
weekly price | W= CBAM Obligation
of the EUETS

Obligation paid in
exporting country on

the basis of equivalent
scheme applied in that
country

=

= Commission




Implementing Regulation

Principles of our 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

m European
Commission

Reporting obligations in the transitional phase

and what's coming later: a recap

Transitional

LVLY =

Post transitional phase

00 vV

O CBAM report containing the following: O 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
in those goods : = Emissions to be verified by EU accredited verifier
= The carbon price due in the country of origin = Total number of CBAM certificated to be
for the embedded emissions surrendered
: = The carbon price effectively paid in the country of
- Report to be submitted each quarter origin for the embedded emissions

- Declaration to be submitted each year

H European
Commission
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Guidance and support by the Commission

communication and training

» E-learning (General and sector specific)
« Webinars
» Training for EU National Authorities

- Tailored guidance documents for
Guidance « Producers in third countries
* Reporting declarants

Excel based templates to facilitate data collection and
information exchange

Templates

Dedicated information Launch of dedicated Commission website with all

information specialised Q&A and “how to find” guidance

« Dedicated IT interface for reporting and collection of
information
+ Detailed guidance for users

IT reporting interface —
transitional registry

Approach to aggregated goods category

» Aim is to have a limited number of goods categories and production processes which can
be sufficiently simple in terminology and legal requirements

* Groups of CN codes, sometimes expressed different than in CBAM Regulation Annex I,
eg.:

2601 12 00 —Agglomerated iron ores and concentrates, other than roasted iron pyrites Sintered Ore

7201 — Pig iron and spiegeleisen in pigs, blocks or other primary forms Pig Iron
Some products under 7205 (Granules and powders, of pig iron may be covered here

7206 — Iron and non-alloy steel in ingots or other primary forms (excluding iron of heading 7203) Crude steel
7218 — Stainless steel in ingots or other primary forms; semi-finished products of stainless steel
7224 — Other alloy steel in ingots or other primary forms; semi-finished products of other alloy steel

7208 — Flat-rolled products of iron or non-alloy steel, of a width of 600 mm or more, hot-rolled, not  Iron or steel
clad, plated or coated products

m European
Commission
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Monitoring and reporting rules:
What to monitor?

Step 1: Define the installation’s boundaries, production processes and production routes
Step 2: Select monitoring methods for all source streams / emission sources

Step 3: Ensure further data needed for “attributed emissions” — quantify imports and exports of
heating, cooling, electricity, waste gases, and their respective emission factors

Step 4: Monitor relevant precursor materials: imported quantity per installation of origin, their
specific embedded emissions, if applicable: carbon price already paid, consumption levels in
production process

Step 5: Determine activity level (amount of CBAM good produced) and their specific
embedded emissions per tonne

Step 6: For complex goods, add embedded emissions of precursors. If the operator cannot
adequately determine the embedded emissions, use preliminary default values

|
emissions

« Until 31 July 2024 for each import of goods for which the reporting declarant does not
have all the information listed in Article 3(2), the reporting declarant may use other
methods for determining the emissions, including default values

« Until 31 December 2024 other monitoring and reporting methods, if they lead to similar
coverage and accuracy :

+ acarbon pricing scheme where the installation is located, or
» acompulsory emission monitoring scheme where the installation is located, or
* an emission monitoring scheme at the installation which can include verification by an accredited verifier

« Complex goods may be based on estimations provided the cumulated emissions of
these installations contributing to the total emissions of the goods represents less
than 20% of those emissions
n (E:urope_an_
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1. EREMRHEARE
EU Policy instruments for industrial research & innovation towards climate

neutrality

EU Policy instruments for
iIndustrial research & innovation
towards climate neutrality

European Commission, DG RTD

28 August 2023, Brussels

B 2>~. DIRECTORATE-GENERAL RESEARCH & INNOVATION

Commission
|
e L

o4 2 el | v | - o |
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Overview of R&l actions

» Context - the European Green Deal

» and other legislation related to climate neutrality in industry

* Funding R&l through Horizon Europe instruments

» Cluster4 ‘Digital, industry & space’

» Partnerships + focus on Processes4Planet

» Missions + focus on Adaptation to climate change

* More EU instruments for R&l in industry

* Industry 5.0

* ERA industrial technology roadmaps

« Demonstrators for climate-neutral industries

European Green Deal

EU industries

« Energy-intensive industries
accounted for 17% of the
EU’s total greenhouse gas
emissions in 2019, making
reduction of emissions in
these industries a
cornerstone to achieving the
EU’s climate goals for
2030 and 2050.

+ Developing and deploying
low-carbon technologies in
these industries is key.

n European
Commission

2030 target of at least 55% reduction in greenhouse gas

emissions
2050 climate neutrality

RePowerEU strategy

* Russia’s invasion of Ukraine

strengthened the case for
Europe to accelerate the green
transition and become more
energy efficient.

Launched in May 2022,
REPowerEU has helped the EU

« reduceits dependency on Russian
fossil fuels

+ save almost 20% of its energy
consumption

« introduce the gas price cap and the
global oil price cap

+ double the additional deployment
of renewables

110

Net-zero industry act
(proposal 16/03/2023)

« Aims at increasing the EU’s
manufacturing capacity of
technologies that support
the clean energy transition
and release extremely low,
zero or negative greenhouse
gas emissions when they
operate.

» Aims at attracting
investments and will create
better conditions and market
access for clean tech in the

“ European I
Commission



THE GREEN DEAL

<& Quick deployment
of manufacturing
capacity

< Net-Zero

Industry Act

IDUSTRIAL Pl A W
[ \ simpll Pl
INDUSTRIAL PLAN ety ey i Saddany.

Speeding up the contribution of
Europe's innovative clean tech
industries to net-zero

< Affordable and
sustainable energy

< National and

< Diversified access

environment

Speeding up

skills

& Electricity Market

Design reform

< InvestEU, REPowerEU,

Innovation Fund,
State aid Temporary

EU funding access to Crisis and Transition
finance Framework, a
European Sovereignty
Fund
<)
D
& Green and & & European Skills Agenda,
digital skills Enhancing Partnership for Skills

& Free Trade Agreements,

Critical Raw Materials

A predictable and Faster Enhanced Open trade for Club, Clean Tech/
< 2 & e to critical inputs Trade and N Ind L
simplified regulatory access to skills resilient supply esllint sppy Pe:19f°h" ustria
4 % R chains artnerships
environment funding chains

n European
Commission

Funding R&l through Horizon Europe

* Cluster 4 ‘Digital,
Industry and Space’

* Promoting an open strategic
autonomy by leading the
development of key digital, and
enabling and emerging
technologies, sectors and value
chains

» Making Europe the first digitally
enabled, circular, climate-neutral
and sustainable economy

* Creating a more resilient,
inclusive and democratic
European society

 Missions

EU missions = setting clear
targets, deliverables and
timeframes and adopt an approach
that has R&l at its centre, but goes
beyond R&l and is inclusive
(citizen engagement)

111

* Partnerships

European partnerships = large
scale pooling of resources
between the EU and other actors
(public and private); alignment of
agendas

m European
Commission



Horizon Europe Cluster 4 — policy context

EU Chemicals Strategy:
boosting innovation for safe
and sustainable chemicals
by design

- EU crﬁﬂcals Strategy

- §iorSustainability

.

-~
&' -~ - European Industrial oy d
e ) Strategy Update: more 2030 Digital Decade: human-centric
. sustainable, digital, resilient digital technologies and

and competitive industry digital transformation of businesses
SPACE
STRATEGY i Space Strategy
FOR EUROPE e for Europe: R&l for
#EUSpacestatepy Competitive space industry

New services and infrastructure - .
uropean
Commission

Horizon Europe Cluster 4 —
' Relevant policy action plans

Zero Pollution:

R&l for zero pollution from
industry and chemicals
for air, water and soil

Raw Materials Action Plan:

R&l for resilient value chains;
less dependency on primary

critical raw materials

Circular Economy Action Plan:
R&l for circular industries;
sustainable products; and no waste

- European |
Commission

Materials 2030 Manifesto:
new opportunities for advanced
materials in 9 strategic markets

112



Horizon Europe Cluster 4

4 Key strategic orientations

Open strategic autonomy. Restoring ecosystems. Sustainable economy. Resilient, inclusive and democratic society
6 Destinations

+ Climate neutral, circular and digitised production

» Increased autonomy in key strategic value chains for resilient industry

+ World leading data and computing technologies

 Digital and emerging technologies for competitiveness and fit for the Green Deal

« Open strategic autonomy in developing, deploying and using global space-based infrastructures,
services, applications and data

* A human-centered and ethical development of digital and industrial technologies.

- European
Commission

European Partnerships

« European partnerships are initiatives where the EU, national authorities and/or the private sector
jointly commit to support the development and implementation of a programme of research and
innovation activities.

* In each partnership, the partners can represent industry, universities, research organisations,
bodies with a public service remit at local, regional, national or international level or civil society
organisations, including foundations and NGOs.

» Partnerships are identified in priority sectors and lead to larger investments and a better use of EU
funds (not only Horizon Europe), towards promoting and co-funding EU level programming.

» Partnerships must support the achievement of complex challenged linked to EU headline
priorities, such as the European Green Deal, a Europe fit for the digital age.

» The activities of partnerships must be impact-driven. They need to implement a broad range of
R&l activities that cover conception, demonstration and validation, market support, as well as
regulatory and societal uptake.

“ European
Commission
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Overview of 49 candidate European Partnerships

PILLAR Il - Global challenges & European industrial competitiveness PILLAR Il - Innovative Europe
CLUSTER 1: Health CLUSTER 4: Digital, Industry CLUSTER 5: Climate, Energy ~ CLUSTER 6: Food, EIT SUPPORT TO INNOVATION
& Space & Mobility Bioeconomy, Agriculture, ... ECOSYSTEMS

Innovative Health Initiative Key Digital Technologies Clean Hydrogen Circular Bio-based Europe [ InnoEnergy Innovative SMEs

Global Health Partnership [| Smart Networks &
Services

‘Transformation of health .
systems High Performance
Computing

Rescuing Biodiversity to Climate
Safeguard Life on Earth
Single European Sky . . Digital
ATM Research 3 Climate Neutral, e

Sustainable & Productive  [r=mmn

Chemicals risk Europe’s Rail Blue Economy _
—_— o : [Heath |
= - (Art. 185) [ et el | WaterdAll
: Al-Data-Robotics LEE el Animal Health & Welfare* Raw Materials
- ~
: Accslrating Farring
One-Health Anti Microbial Zero-emission Systems Transitions*
Resistance* Made in Europe waterborne transport . . - Urban Mobility
Agriculture of Data* .
Personalised Medicine* Clean steel — low-carbon Zero-emission road - - - Cuitural and Creative
steelmaking transport Safe & Sustainable Food Industries
Pandemic Preparedness* System*
CO_,U,,,,@;D, co- Processes4Planet Built4People g
programmed CROSS-PILLARSII AND lll
Global competitive space Clean Energy Transition
systems™ . = . European Open Science Cloud
. Institutionalised Partnerships (Art 185/7) 9 U i =
[ institutionaised partnerships /EIT KICs
- Co-Programmed * Calls with opening datesin 2023-24 - (E:z;:fnei::ion |

Co-Funded

** Calls with opening dates not before 2022

Partnership in the focus: Processes4Planet

“Transforming the European energy intensive process industries to make
them circular and achieve overall climate neutrality at EU level by 2050, while
enhancing their competitiveness.”

Cement Ceramics

Water Chemicals
7=
7
( é o
Sae) PROCESSES PLANET Englneering

Refining % Non-ferrous
Dﬂ metals

Pulp & paper Minerals

= Roadmap

10 industry sectors: cement, steel, ceramics,
chemicals, engineering, minerals and ores, non-ferrous
metals, water, refineries, pulp/paper.

Budget of 2.6 BEUR (1.3 BEUR from Horizon Europe)
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Partnership in the focus: Processes4Planet

Processes4Planet: a vibrant community with a common strategic Vision
PROCESSES4PLANET

v Develop & deploy climate- \
neutral solutions

+200

losi d
Members teaming up 2050 v Closingthe energyan

feedstock loops

PI'OCES.S v Achieve global leadership of
Industries the Process Industry

v Accelerateinnovation &
uniock public-private
investments

DG R&l
DG Grow

i:ommlou EUROPEENI

OPEN APPROACH: inclusive of different stakeholders and welcoming Newcomers

“ Industries, incl. SMEs |* RTOs " Public institutions * Partnerships & EITs ‘
* Industrial Associations & Clusters * Higher Education Institutions ‘ " Innovation Agencies * Financial parties | Europe_aq |
* Consultancies * NGOs |* MS and Regional representatives | |* New sectors ‘ oo

Adaptation to Climate Change:
support at least 150 European regions|

H H and communities to become climate
EU Missions resilient by 2030

* The 5 EU Missions

100 Climate-neutral and Smart
Cities by 2030

Cancer: working with Europe’s
Beating Cancer Plan to
improve lives of more than 3
million by 2030

A Soil Deal for Europe: @
100 living labs and lighthouses to lead the
transition towards healthy soils by 2030 ’*)IY - bl

* Delivering impact by 2030 through:

« Aligning priorities and policies at European and « Linking programmes and building synergies
national level o . X
* Maintaining flexibility (no one-size-fits-all)
* Implementing an ‘all-in” approach

* Promoting a new relationship with citizens

- European
Commission
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Mission in the focus
1 Adaptation to Climate Change

Support at least 150 European regions and communities to become climate
resilient by 2030

* Preparing and planning for climate resilience;
* accelerating transformations to climate resilience;

» demonstrating systemic transformations to climate resilience (75 large-scale demonstrations of
systemic transformations to climate resilience across European regions and communities).

= - European
= = Commission

m) Mission Adaptation to Climate Change website

Industry 5.0

© European Union, 2020

@EUSciencelnnov | #Industry5.0 | #ResearchimpactEU
From shareholder to stakeholder value

bpean
mission
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Industry 5.0: making it happen

Concrete actions are needed, in a wide range of policies, including:

« environment: industrial waste prevention, secondary materials markets, ...

technology: R&D for human-centric technologies, ...

+ education: develop STEM skills, women’s engagement, entrepreneurial skills, ...

+ employment: evolving skills needs & employability, labour market transformation, ...
* social: social security, inclusiveness, ...

« regional: supporting European regions facing major transitions, ...

» taxation:tax policies for industry promoting green, human-centric industry

m European
Commission

ERA roadmap for low-carbon technologies in
energy-intensive industries

» Published on 8 April 2022.
» Developed with Member States, industry and other stakeholders, it
» provides a list of key emerging low-carbon technologies for energy-intensive industries.

« outlines scenarios for the transition of energy-intensive industries to climate neutrality and
tools for leveraging R&I investments to accelerate development and uptake of low-carbon
technologies.

+ elaborates on R&l needs, including public and private R&I investments, green patenting
activity and enabling conditions, including regulatory framework, valorisation and
standardisation aspects.

» concludes with key findings and related actions:

=) There is a gap between current R&I investments and levels needed to reach the Green Deal

objectives
“ European |
Commission
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Demonstrators for climate-neutral industries
needed by 2030

* Follow-up to roadmap conclusions: identifying and filling
innovation and investment gaps, and finally accelerate
the demonstration of new technologies.

;nnovaﬁ’ve?;\ * Report published on 22 June 2023
~ for climate

* An analysis based on an inventory of 184 demonstrators
ot rojocts

el * Funded under Horizon framework programmes, the
Innovation Fund, IPCEIls and other EU instruments

e Describes the technology, sector, location and
maturity of the demonstrators mapped and the
investments involved along the innovation pipeline (TRL
6109)

- European
Commission

Demonstrators key findings

There is a clear role for each of the instrumentsin the R&l pipeline: the Horizon framework programmes
mostly fund projects aiming for TRL 6-7, the Innovation Fund and IPCElIs those aiming for TRL 9.

The EU funding involved in the demonstration projects in this overview amounts to EUR 3.14 billion,
with an overall leverage of 10+ of EU funding to be expected (higher leverage factor for high TRL
projects, namely under the Innovation Fund).

Energy efficiency and CCUS technologies are represented in all industries.

The cement industry is strongly focusing on CCUS and on energy efficiency technologies. On the
contrary, no electrification technologies are among the EU demonstration projects analysed.

Circularity technologies are strongly represented in the chemicals sector.
Despite the role of energy-intensive industries in their economy, some Member States do not seem to

have any EU project on their territories to demonstrate climate-neutral technologies in energy-intensive
industries.

- European |
Commission
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Demonstrators key findings

Sector representation by technology group based on the Task Force mapping

[ | useofgreenhydrogen | _ circularity | CCUS | energyefiiciency | _digitalisation | __electrification |
Steel 12 11 6 9 10 4
Chemicals 7

14
Pulp, paper and cardboard

Ceramics

i)
~
S

3 6
2
5 1

- AW W AN
W~ e w

- B Bl o i
- ;N ;e
w

Minerals

Funding programmes in the innovation pipeline Technology maturity expected at completion of the project
Ll ome | TRL7 | TRL8 | TRL9 | Unknown | Total |
1 = 5 1 3 2

Innovation Fund 4 P 2 @—' 4 of these 34 Innovation Fund
1 1 1 2 demonstrators had received funding
ERDF 1 5 4 under Horizon previously
AlnnovFin 1 1
InvestEU ] 1
Total 17 87 19 52 9

184 - European
Commission

Demonstrators key findings

Estimated date of entry into operation and total of operational

’ . demonstrators overtime

Number of demonstrators in the overviewrepresented 200
in each industrial sector and subsector 180 63 68 173 74
Subsector Steel 54 160 150
m Sector Fr 8 140 123

he I 2 98

Chemicals =

= 50 100 83
Plastics 15 80
Bulk organic chemicals 14 60 47
36
Comen! p——— 20 40 I 77 25 27 o
5 3 I B 14
ol R DR of 20 2R F w
Oil refineries  m—— 02 Current 2023 2024 2025 2026 2027 2028 2030 After  Unknown
2030
Non-ferrous metals  p—— 21 mNew operational demonstrators ~ mTotal operational demonstrators
Aluminium 12 Number of demonstrators in
Pulp, paper and cardooad w10 each decarbonisation S—
Ceranics w9 pathway & IR
Glass m— 3 digitalisation hydrogen
9% 23%

MUttiple  m— 8

Minerals wm 2

- European
Commission
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Demonstrators key findings

Greenhouse gas emissions attributed to energy-intensive industries in Member States
and number of demonstrators from the overview mapped on their territories

140 35
€
120 30
100 25
80 L 20
B0 15
40 * & 5 o 10
* ®
20 5
ot .
Il npa. 2
0 ’ S o 38 =900¢0e0
ST A TP P S R S I P VR S S L & R O I S R S S
& W & P& S & & & & & & ' E PSS S @S & ¥
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& < CEF T I TS T T IS V
™ v
mGHG energy-intensive industries (million tons C02 eq) # Number of demonstrators from the overview on the territory ‘
&
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= Commission
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not owned by the EU, permission may need to be sought directly from the respective right holders. European

Commission

120



