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(German Cement Works Association)

VDZ welcomes the opportunity to provide brief feedback on the European Commission’s pro-
posal of an Implementing Regulation regarding the conversion of third-country carbon prices
into a corresponding reduction of CBAM certificates to be surrendered (Ares(2026)4841230
as of 13 May 2026). In the view of VDZ, the proposal contains several important elements that
can contribute to a fair and workable application. However, several provisions risk creating
distortions between EU and non-EU producers and may unintentionally open new avenues for
circumvention. Preserving a genuine level playing field with the EU ETS must therefore re-
main the guiding principle throughout the Regulation.

Regarding the proposed 5 % tolerance for systematic differences between emissions
covered by third-country carbon pricing systems and CBAM boundaries, the current
wording lacks clarity concerning its direction and practical application (Recital 7; Annex |, Sec-
tion 4.2). It remains unclear whether this flexibility would effectively favour or disadvantage in-
stallations outside the EU compared to EU ETS installations. While a limited tolerance for sys-
tematic differences may be justified for practical implementation reasons, the threshold should
be reduced from 5 % to 2 % in order to minimise distortions and safeguard competitive neu-
trality. Reasonably, the 2 % level is equal to the EU ETS maximum share of de-minimis emis-
sions and is equal to the required materiality level for verification of EU ETS emission reports
of large category C industrial installations, defining a maximum uncertainty for verification of
their obligation to surrender EUAs.

The provisions concerning international carbon credits under Article 6 of the Paris Agree-
ment also raise serious concerns (Recital 13; Annex |, Sections 3.3.4 and 3.5.4). To date, EU
ETS installations cannot use Article 6 credits, whereas non-EU producers would be allowed to
reduce their CBAM liability through such credits retroactively as of January 1, 2026, limited to
10 % of emissions. This creates a structurally unequal framework between EU and third-coun-
try producers. One-sided acceptance of alternative credits undermines the level playing field
and targeting of CBAM. Either the possibility to use Article 6 credits should be removed en-
tirely from the CBAM framework, or equivalent recognition mechanisms should be established
within the EU ETS (it should be kept in mind, however, that the integration of Article 6 credits
into the EU ETS a) risks channelling substantial financial flows abroad instead of incentivising
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domestic industrial decarbonisation and b) may delay investment decisions for domestic transfor-
mation projects provided that this causes the EU ETS carbon price to rise more slowly).

Regarding rebates and other forms of compensation, the current draft focuses primarily on direct
monetary value refunds (Article 8(1)(c); Annex I, Section 3.5.3). However, economically equivalent
forms of rebates or compensation also need to be taken into account (Article 8(1)(c)). Article 8(2) for-
mulates exemptions from this consideration for subsidies under the condition that they pursue the ob-
jective of reducing emissions. The underlying objective is understandable and, in principle, justified:
support for industrial decarbonisation should not automatically be treated as compensation reducing
the effective carbon price paid. However, the current wording creates significant circumvention risks:

Under Article 8(2), subsidies financed through revenues generated by a carbon pricing mechanism
are not considered compensation, provided certain conditions are fulfilled. In practice, this could allow
third countries to recycle a very large share — or potentially nearly all — of carbon pricing revenues
back to installations in the form of conditional decarbonisation subsidies without these payments be-
ing treated as compensation under CBAM rules.

Such arrangements could substantially neutralise the effective carbon cost borne by producers while
formally maintaining a domestic carbon pricing mechanism. This would undermine both the environ-
mental integrity of CBAM and the level playing field with EU ETS installations.

Under the EU ETS only a very limited share of ETS auction revenues is effectively channelled back to
energy-intensive industries to support decarbonisation under very strict competitive bidding pro-
cesses. The draft Regulation risks granting broad recognition to support mechanisms in third coun-
tries while failing to reflect the significantly more constrained support so far granted to the EU indus-
try. Specifically, third countries have already announced carbon pricing schemes for the sole purpose
of back-channelling large scale unrestricted subsidies to carbon intensive industries.

The risk becomes particularly evident where support mechanisms become economically equivalent to
free allocation or ex-post reimbursement schemes. A third country could effectively avoid the CBAM
adjustment by conditioning the return of carbon pricing revenues on investments into decarbonisation
projects while still claiming that no compensation has been granted within the meaning of the exemp-
tion granted by Article 8(2).

The approach of Article 8(2) is therefore correct in principle, but it must not become an additional
gateway for CBAM circumvention. The Regulation should introduce clearer safeguards for the rein-
vestment of revenues while ensuring equivalent treatment between EU and third-country producers.

The text of the Regulation could address this risk as follows:

Commission proposal Ares(2026)4841230 as of 13 May 2026
laying down rules for the application of Regulation (EU) 2023/956

Commission Proposal

Proposed Amendment

Article 8 (2)

Article 8 (2)

By way of derogation from paragraph 1, where the installa-
tion subject to a carbon price mechanism benefits from
subsidies financed by the revenues generated by the car-
bon price mechanism, the value of the subsidies shall not
be taken into account to establish the carbon price effec-
tively paid, provided that all of the following conditions are
fulfilled:
(a) all installations subject to the carbon price mechanism
are eligible to benefit from the subsidies irrespective
of the price paid by each installation;

By way of derogation from paragraph 1, where the installa-
tion subject to a carbon price mechanism benefits from
subsidies financed by the revenues generated by the car-
bon price mechanism, the value of the subsidies shall not
be taken into account to establish the carbon price effec-
tively paid, provided that all of the following conditions are
fulfilled:
(a) allinstallations subject to the carbon price mechanism
are eligible to benefit from the subsidies irrespective
of the price paid by each installation;
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(b) all installations eligible to benefit from the subsidies (b) all installations eligible to benefit from the subsidies

are required to submit an application in order to ob- are required to submit an application in order to ob-
tain the subsidy; tain the subsidy;

(c) the decision of the authority responsible for granting (c) the decision of the authority responsible for granting
the subsidy is public; and the subsidy is public; and

(d) the subsidy has as objective the reduction of the (d) the subsidy has as objective the reduction of the
emissions of the beneficiary installation, as specified emissions of the beneficiary installation, as specified
in the legislation or decision for granting the subsidy. in the legislation or decision for granting the subsidy.

The focus of support for effective early invest-
ments with significant and verifiable emission re-
duction has to be apparent and distinct from com-
pensation or circumvention of the CBAM
obligation.

Further, it should be assured that derogations in the rules concerning different types of carbon
price mechanisms (Annex |, Section 3.3.1) and attribution of certificate costs do not create addi-
tional risks of “price shuffling”. Operators might strategically allocate high-priced certificates to exports
destined for the EU market while using lower-cost allowances for domestic production. Such selective
allocation practices would artificially inflate the recognised foreign carbon price for CBAM purposes
without reflecting the actual economy-wide carbon cost borne by the producer. The Regulation should
therefore introduce safeguards ensuring that the recognised carbon price reflects an installation-wide
average compliance cost rather than selectively assigned certificates.

Carbon taxes and fuel-based carbon taxes (Annex I, Section 3.3.2 and 3.3.3) should only be rec-
ognised where they constitute an explicit carbon pricing mechanism directly linked to greenhouse gas
emissions and equivalent in ambition and effect to the EU ETS. Simple relabelling or redesign of ex-
isting energy taxes as “carbon taxes”, which are then deducted from CBAM obligations, does not ef-
fectively create a carbon price signal comparable to the EU ETS. Such an approach would undermine
both the credibility and the effectiveness of the CBAM. The assessment of the validity of carbon tax-
ing mechanisms should not be left to individual verifiers but should involve a general assessment of
genuine carbon pricing mechanisms and their implementation at country level. This will require in-
volvement, assessment and publication of results by European authorities.

Berlin, 27 May 2026
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