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Subject:  Accumulation of free carbon allowances and risks of competition being distorted
under the Carbon Border Adjustment Mechanism

The Carbon Border Adjustment Mechanism (CBAM) and the EU Emissions Trading System
(EU ETS) are designed to work together to ensure that EU and imported products are subject
to comparable carbon constraints. However, while the CBAM is being revised and a further
reform of the EU ETS is expected, concerns remain about the interaction between the two
mechanisms.

Some EU companies still have significant stocks of free carbon allowances that they have
accumulated over the years. Those reserves can make absorbing carbon costs easier for them
than it is for those who have not received such allowances, including importers subject to the
CBAM. This could distort competition in the sectors concerned.

In addition, free allowances were initially intended to support the decarbonisation of the most
heavily affected industries. The fact that there are a large number of unused allowances
therefore raises questions as to their effective use and their impact on the market.

In view of the above:

1. What is the Commission’s assessment of the impact of the accumulated free allowances
on competition in CBAM sectors?

2. Does it intend to introduce measures in future revisions to address any imbalances
resulting from such situations?

3. Does it ensure that free allowances granted under the EU ETS contribute effectively to
the decarbonisation objectives of the sectors concerned?
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