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I. CBAM Essentials

* Carbon Border Adjustment Mechanism (CBAM) is introduced as an additional
tax for importing goods to EU, based on the total emissions embedded in the

imported electricity.

* CBAM Transitional phase: Quarterly reporting since October 2023.

* Financial obligations begin in 2026, with adjustments payable from 2027 onward
based on reported emissions and certificate prices.

*  Price of CBAM certificates will mirror the EU ETS, i.e. weekly average auction
price of EU ETS allowances expressed in €/ton of CO2 emitted. The Commission
shall calculate and publish the price of CBAM certificates.

* CBAM Certificates are not ,tradable”
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I. CBAM Essentials

* Key differences of electricity from other sectors

» Intangibility and real-time trading

» Border Crossings # Trade Transactions
» High share of spot market trading (anonymized, exchange-based)
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Myth #1: PPAs are exempt

CBAM Annex IV

below 5509 CO2/kWh can use actual

PPAs with producers where emissions are
embedded emissions...
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I11. Dispelling Popular CBAM Myths

Myth #1: PPAs are exempt

CBAM Annex IV

~
PPAs with producers where emissions are

below 5509 CO2/kWh can use actual

embedded emissions...
\_ )

( )
...if they fulfil several criteria, some of which
are not clear nor under the control of
market participants

é )
Example: ,if it can be demonstrated (...)
there was no physical network congestion”
. J
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I11. Dispelling Popular CBAM Myths

Myth #1: PPAs are exempt

CBAM Annex IV

~
PPAs with producers where emissions are

below 5509 CO2/kWh can use actual

embedded emissions...
\_ )

( )
...if they fulfil several criteria, some of which
are not clear nor under the control of
market participants

é )
Example: ,if it can be demonstrated (...)
there was no physical network congestion”
. J

Issue: imposing criteria that introduce
stochasticity is not conducive to investment
or cross-border trade.
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I11. Dispelling Popular CBAM Myths

Myth #1: PPAs are exempt Myth #2: Market Coupling will solve
CBAM Annex IV everything
CBAM Atrticle 2
th prod h .. h
PPAs with producers where emissions are In the absence of a technical solution that makes CBAM
below 5509 CO2/kWh can use actual . . . .
bedded emissi compatible with market coupling, countries that are
. emboeaadea emissions... y, coupled with EU electricity markets will be exempt from
CBAM ...
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are not clear nor under the control of
market participants
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Example: ,if it can be demonstrated (...)
there was no physical network congestion”
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I11. Dispelling Popular CBAM Myths

Myth #1: PPAs are exempt

CBAM Annex IV

~
PPAs with producers where emissions are
below 5509 CO2/kWh can use actual
L embedded emissions... )

( )
...if they fulfil several criteria, some of which
are not clear nor under the control of
market participants

( )

Example: ,if it can be demonstrated (...)
there was no physical network congestion”

Myth #2: Market Coupling will solve
everything

CBAM Article 2

In the absence of a technical solution that makes CBAM\

compatible with market coupling, countries that are
coupled with EU electricity markets will be exempt from

\ CBAM ... )

~
...if those countries fulfil several criteria, encompassing

extensive implementation of EU energy and climate

acquis
\_ q )

é Y
Example: including ETS (or similar) implementation by

2030

\. J

Issue: imposing criteria that introduce
stochasticity is not conducive to investment
or cross-border trade.
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Issue: the requirement works two ways - if CBAM
exemption can only work with market coupling and
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Myth #3: CBAM has been
postponed

Omnibus Package

CBAM certificates will be for sale through
the common central platform from
February 2027 ...

Issue: the requirement works two ways - if CBAM
exemption can only work with market coupling and
climate acquis, then market coupling is only allowed if
accompanied with acquis.
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Myth #3: CBAM has been
postponed

Omnibus Package

CBAM certificates will be for sale through
the common central platform from
February 2027 ...

...which does not mean that the payment
obligation starts in 2027, but rather that
the fulfilment thereof is postponed.
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Myth #3: CBAM has been
postponed

Omnibus Package

CBAM certificates will be for sale through
the common central platform from
February 2027 ...

...which does not mean that the payment
obligation starts in 2027, but rather that
the fulfilment thereof is postponed.

Issue: the requirement works two ways - if CBAM
exemption can only work with market coupling and
climate acquis, then market coupling is only allowed if
accompanied with acquis.

Every MWh imported into the EU as of
01.01.2026 is still subject to payment of
CBAM!
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I11. Dispelling Popular CBAM Myths

Myth #1: PPAs are exempt Myth #2: Market Coupling will solve Myth #3: CBAM has been
CBAM Annex IV everything postponed
CBAM Article 2 Omnibus Package

PPAs with producers where emissions are
below 5509 CO2/kWh can use actual
embedded emissions...

CBAM certificates will be for sale through
the common central platform from
February 2027 ...

In the absence of a technical solution that makes CBAM
compatible with market coupling, countries that are

Key take-away: CBAM remains ,,as is“, remains unclarified for key
aspects of electricity, will enter its definitive period (payment
exposures start) on 01.01.2026, and will not incentivise non-EU
renewables investments or cross-border flows.
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lll. Immediate Market Impacts of CBAM

e Regulatory Uncertainty = Market Uncertainty
» Uncertainty around CBAM treatment of OTC and exchange-based electricity trades
» Hedging against potential CBAM liabilities as of 2026

e Perceived CBAM cost shaping market behavior
e Contractual shifts underway — demand for emission-related clauses in contracts

 “CBAM-Compliant” PPAs emerging — are they truly effective?

Montel CSEE Energy Day
Budapest, 24.04.2025



lll. Immediate Market Impacts of CBAM
CBAM Cost estimates for 2024-2025

Sensitivity of CBAM Cost to EUA prices

Emission Factor
(t CO2/MWh) Average EU ETS Average EU ETS Average EU ETS Average EU ETS Average EU ETS
Source: Default  Price for Q1-24 Price for Q2-24 Price for Q3-24 Price for Q4-24 Price for Q1-25

Estimated
CBAM tax due
if paid for 2025

values in CBAM (EUR/tCO2) (EUR/tC0O2) (EUR/t€C02) (EUR/tC0O2) (EUR/tC02) (EUR/MWHh)

registry

Albania 0.00

Bosnia and
Herzegovinia 1.14 83.66
Kosovo 1.06 78.07
North Macedonia 0.93 68.13
Montenegro 0.97 59.60 67.94 66.93 65.53 73.45 71.40
Serbia 1.04 76.43
Ukraine 0.96 70.65
Moldova 0.52 38.25
Turkey 0.71 51.83
P
estimating future CBAM costs is highly complex... wn-l
6
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IV. Advocacy Efforts

# Persistent lack of clarity regarding the
practical applicability of CBAM to electricity
imports > significant advocacy efforts
undertaken and currently ongoing

# Expertise from members and consensus
positions by members - dedicated
working groups monitoring ETS and
CBAM implementation at EU level & national
task forces monitoring local-level
implementation

# Energy Traders Europe as a Member of
European Commission Informal Expert
Group on CBAM

Montel CSEE Energy Day B——————
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energy
traders

ene ;J"
MEMO traders A4S

Brussels, 16 July 2024

We bring to the attention of the European Commission critical aspects concerning the conditions
for applying actual embedded (direct and indirect) emissions on “electricity”, more specifically:
1. Definition of Power Purchase Agreement (PPA)
2. Application of congestion and firm nomination criteria

3. Reporting of cross-border flows (including transit)

Register of Commission Expert Groups and Other Similar Entities

Home Expert Groups Meetings Members Calls for application News

Informal Expert Group on the carbon border adjustment mechanism (CBAM)

Code E03927
Type Expert group
Lead DG DG Taxation and Customs Union

7
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The Carbon Border Adjustment Mechanism
(CBAM)

European
Commission

Work Plan 2024-25

3 , European Commission - Directorate-General A\
/ for Taxation and Customs Union Leg al
: Secondary legislation Reports
e : ryieg P Amendments

Qc Y « Y 1 Y o S Q3
2025

Information session in English

IA: customs DA: conditions for IA: - General report on
- iti : : calculation of
IA: conditions for procedures and o = i the Assess and report

the authorisation of icati / i i on how NDCI
CBAM declarants °°mmggf\a;&,'°" i Cé?l\%jri‘:;i:tfes CBAM declarations 'mpﬁzggm" ot financing
Regulation contributed to the
Y ; IA: Accreditation of IA: Carbon price and decarbonization of
IA: technical verifiers and price of certificates Report on the manufacturing in
provisions for the principles of conditions to be LDCs.
CBAM Registry verification exempted from
1A: Adjustment for CBAM for
DA: conditions for free allocation electricity Amendments to
accreditation and CBAM Regulation
verifiers Technical policies
amendments to
Report on possible the CBAM
extension to Regulation
downstream
products

> Risk analysis and development of a risk management system y " AN
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IV. Advocacy Efforts

| ToDAY |

The Carbon Border Adjustment Mechanism 1
(CBAM)

European :

Work Pléin 2024-25

= Commission |

Information session in English
19 June 2024
European Commission - Directorate-General
for Taxation and Customs Union

- Legal \

o VY o G o GEEEY o S

2024 2024 2025 2025 2025
e 1A: customs - iti ; - General report on
IA: conditions for Docdins o DAth‘:’::l':‘;?; for IA: calculation :;f e sse=s and revort
the authorisation of communication for repurchase of emlszlons o implementation of on how NDCI
CEAM decaant CBAM CBAM certificates S it the CBAM financing
Regulation contributed to the
Y ; IA: Accreditation of IA: Carbon price and decarbonization of
IA- technical verifiers and price of certificates Report on the manufacturing in
provisions for the principles of conditions to be LDCs.
CBAM Registry verfication exempted from
1A: Adjustment for CBAM for
DA: conditions for free allocation electricity Amendments to
accreditation and CBAM Regulation
verifiers Technical policies
amendments to
Report on possible the CBAM .
extension to Regulation -n
downstream SN
products NN
e
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IV. Advocacy Efforts

June 2024

European
Commission

Work PI

Secondary legislation

2024

|A: conditions for
the authorisation of
CBAM declarants

IA: technical
provisions for the
CBAM Registry

November 2024

Montel CSEE Energy Day
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~ European
Commission

IA: technical
arrangements for
the CBAM
Registry

|A: conditions for
authorisation of
CBAM declarants

2 Y o WY 1

2024 2025

IA: customs
procedures and
communication for
CBAM

DA: conditions for
the sale and
repurchase of
CBAM certificates

|A: Accreditation of
verifiers and
principles of
verification

DA: conditions for

accreditation and

verifiers

Report on possible

TODAY

' Legal “ l
Amendments 2l

Y o Y o

2025

IA: calculation of
emissions and
CBAM declarations

IA: Carbon price and
price of certificates

IA: Adjustment for
free allocation

Technical
amendments to
the CBAM

=

e

2025
General report on
the Assess and report
implementation of on how NDCI
the CBAM financing
Regulation contributed to the

Report on the
conditions to be
exempted from

CBAM for
electricity

energy
traders

europe

decarbonization of
manufacturing in
LDCs.

Amendments to
CBAM Regulation
policies

Provisional workplan 2024-25

Secondary legislation

|A: conditions for

CBAM application

to goods brought
to EEZ

DA: conditions for
sale and re-
purchase of

CBAM certificates

|A: calculation of
emissions and
CBAM
declarations

|A: accreditation of
verifiers and
verification
principles

DA: conditions for
accreditation and
verifiers

IA: carbon price
and price of
certificates

IA: adjustment for
free allocation

IA: Customs
communication
and information on
imports
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CBAM definitive period
go-live

Mandatory reporting

Payments for 2026
postponed to 2027
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Primary
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Payments for 2026
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] CBAM SIMPLIFICATION
Primary

CBAM definitive period
go-live

IMPLEMENTING ACTS

Mandatory reporting

Secondary

Payments for 2026
postponed to 2027
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IV. Advocacy Efforts
Q22025 3 (32025 3

. CBAM SIMPLIFICATION
Primary
EP Vote

legislation EC Proposal

Secondary
legislation

Montel CSEE Energy Day
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the CEAM

Regulation
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Calculation of emissions

Amendments to
CBAM Regulation
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IMPLEMENTING ACTS
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. CBAM SIMPLIFICATION
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legislation EC Proposal
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legislation
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Technical
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the CEAM

Regulation
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Cataos 2 € Cas o5 3 Casa05 > Cat 2026 2

] CBAM SIMPLIFICATION Amendments to
Primary CBAM Regulation

policies

legislation EC Proposal

CBAM definitive period

EP Vote
go-live

Technical - IMPLEMENTING ACTS Mandatory reporting
Seconda amendments to
egulation

postponed to 2027

Engagement with DG TAXUD and DG ENER
Energy
Traders
Europe - Roundtable on
HMISSIon © CBAM technical CBAM
survey on

R paper application to
electricity imports ey

imports
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Cataos 2 € Cas o5 3 Casa05 > Cat 2026 2

] CBAM SIMPLIFICATION Amendments to
Primary CBAM Regulation

policies

3

CBAM definitive period
go-live

Technical

Mandatory reporting

Seconda amendments to
Iegislatiorx l‘:" CIB:M Calculation of emissions Payments for 2026
egulation

postponed to 2027

IMPLEMENTING ACTS

CBAM definitive regime

Engagement with DG TAXUD and DG ENER becomes Operatlona| In
Energy
Traders
Europe Roundtable on

Submission of CBAM technical CBAM
survey on paper application to
electricity imports - electricity

= f = TR 1 January 2026

,_,_','::;3'-','f;ii:-;—i:i e ——— —_—— Energy Community CBAM Readiness Tracker
Montel CSEE Energy Day I = - - ——— = https://www.energy- ity.org/i ion/package/CBAM.html
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