24 June 2015

Mr. Jean-Claude Juncker
President

European Commission
Rue de la Loi, 200
B-1049 Bruxelles/Brussel

Letter by 60 CEOs of the European steel industry
An effective EU ETS that delivers both CO, reductions and a competitive industry
Dear President,

The European steel industry is the basis of many European industrial value chains,
supporting millions of European jobs directly and indirectly.

We share the EU’s ambition to effectively combat climate change while at the same time
delivering on its objectives for jobs, growth and competitiveness. We welcome your
commitment to bring back the industry’s share in the EU’s GDP to 20%.

However, we are deeply concerned that the Commission proposal on the review of the
EU ETS may work against this ambition and will not deliver the necessary safeguards for
our sector against carbon and investment leakage.

It has been repeatedly established that the EU steel industry is at a very high risk
of carbon leakage. The notion that our industry could unilaterally pass on CO;
costs resulting from the EU ETS is in harsh contradiction with reality. The European
steel sector is subject to fierce global competition and continues to suffer from the
impacts of the recent economic crisis. Steel demand levels were in 2014 still 28% below
pre crisis levels and 20% of EU steel making jobs have been lost. Global steel
overcapacity, notably in China, along with Europe’s excessively liberal trade policies
mean that each steel order is highly contested. In this context the ability of European
steel makers to pass on significant regionally specific policy costs is virtually nil.

What we ask from the Commission is to base legislation on realistic impact assessments
and a well-grounded understanding of the challenges facing our sector. If targets are not
achievable for the steel industry and safeguard measures are not sufficient, investment in
the EU will be further discouraged. An EU ETS review that would lead to a structural
competitive  disadvantage towards third countries, would be dangerously
counterproductive — fundamentally undermining the economic sustainability of jobs and
growth in Europe whilst doing little if anything to achieve global environmental goals.

We therefore urgently ask the Commission to put forward a reform proposal with
provisions ensuring that the EU ETS will not lead to economic damage to Europe’s
steel makers based on the level of best performers, until a comprehensive global
agreement on climate change restores a level playing field:

e 100% benchmark based free allocation at the level of the 10% most efficient
installations, without correction factor;

o Full off-setting of the indirect costs (CO, cost-pass through in electricity prices) at
the level of the most efficient installations, in all member states;



e Technically and economically achievable benchmarks (taking all the CO, in waste
gases into consideration) as the current benchmarks are practically unreachable;

e Allocation closely aligned with real/recent production levels with a realistic
reference period (year n-2) in order to re-establish the credibility of the system.

These pillars deliver not just for industry but for environment — a clear carbon price signal
remains beyond best performers to incentivise improvement and a closer allocation to
production levels reduces the risks of swings in supply and demand. They are fully in line
with the European Council Conclusions of 24 October 2014.

We are concerned about the apparent discussions within the Commission
seemingly interpreting the European Council Conclusions as suggesting a
decreasing amount of free allocation for carbon leakage sectors. Such a notion
flies completely in the face of the fundamental principles of safeguarding
competitiveness and providing a stable basis for jobs, investment and growth. It is
against the wording, sequence and logic of the Conclusions and against the
interpretation by lawyers.

Steel is a vital part of the solution to climate change challenges and the European steel
sector is at the forefront of change. We are delivering our share in the efforts to avoid
dangerous climate change. We reduced CO, emissions of steel by 50% since the 1970s
but reach now technological limits. We will however strive to exploit any additional
potential for further CO, emission reductions in EU steelmaking which is 10% to 15% at
best by 2050 compared to 2010 as described in the Steel Roadmap for a Low Carbon
Europe. We will continue to work on breakthrough technologies. Additionally, innovative
steel applications have already saved huge amounts of CO, emissions in sectors such as
transport, energy production and buildings. They have the potential to save more than
450 million tonnes of CO, per year by 2030. Its unique properties and applications make
steel one of the main pillars of a circular economy.

For this, we need a favourable business environment in the EU with achievable targets
and a global level playing field for our industry.

We trust in your thorough consideration of the above,
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