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Questions and answers for policymakers - Article 5b material-credit mechanism, proposal 2025/0420 (COD)

WHY ALUMINIUM, AND WHY NOW

1. Why is it important for carmakers to be able to use aluminium under the CO, credit mechanism?

Article 5b of proposal 2025/0420 (COD) lets manufacturers offset part of their 2021 fleet-wide CO, target (up to 7%) using
certified low-carbon material credits - currently limited to steel. Steel and aluminium are the two principal structural
materials in vehicle manufacturing and are frequently substitutable for the same components. Restricting the credit to one
material removes engineers' ability to choose the material that performs best for a given part and turns a flexibility
mechanism into a source of regulatory distortion.

2. What is the benefit of using aluminium instead of steel in vehicles?

Aluminium is roughly one-third the density of steel and can reduce component weight by 40-50% in suitable applications.
Lower mass improves energy efficiency directly; for electric vehicles it can also extend range and reduce the battery capacity
needed to achieve a given range - lowering both cost and the embedded emissions of battery production. This is why
lightweighting is already recognised by the Commission as a decarbonisation lever for road transport.

3. Isn't the inclusion of aluminium weakening the CO, target?

No. The fleet-wide CO, target itself is unchanged. Article 5b sets a fixed cap - up to 7% of the 2021 target - on how much of
the required reduction can be met through certified low-carbon material credits, regardless of which material is used.
Including aluminium does not raise that cap; it only lets manufacturers meet part of an already-fixed obligation with either
of the two main structural materials, chosen on technical and economic merit rather than by regulatory default.

4. Why is it important to create a lead market for low-carbon European aluminium?

European primary aluminium already has a carbon footprint less than half the global average (~6.6 t CO,/t in Europe vs
~14.8 t CO,/t globally, and around a third of the footprint of Chinese production, ~20 t CO,/t). The best European smelters
produce aluminium with a carbon footprint of around 4 t CO,/t, and recycling aluminium emits only around 0.5 t CO,/t. But
without guaranteed demand, decarbonisation investment goes where the market rewards it - and with the current
proposal, that reward exists for steel, not aluminium. A lead market gives EU/EEA producers and investors (e.g. the Arctial
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smelter project in Finland, and inert-anode pilots by ELYSIS and Arctus/TRIMET) the demand certainty needed to commit
capital to low-carbon capacity in Europe, rather than seeing investment migrate elsewhere.

ADDRESSING THE OBJECTIONS

5. Isn't this just an industry ask rather than a genuine climate measure?

The mechanism only rewards material independently verified below defined carbon-intensity thresholds - it does not
reward aluminium production as such. It is structured exactly like the steel credit already in the Commission's proposal,
using methodologies under development through the Ecodesign for Sustainable Products Regulation (ESPR). The climate
logic is identical to steel's: reward the lowest-carbon supply, made in Europe, verified to a common standard.

6. Steel can become carbon neutral - aluminium can't. Why treat them the same?

The Commission proposal does not require carbon neutrality for steel either: Article 5b refers to “low-carbon steel”, defined
by a verified intensity threshold, not zero emissions. Applying that same low-carbon standard consistently to aluminium is
the technology-neutral approach - and aluminium already qualifies today, with multiple EU/EEA producers verified below
4 t CO,/t. Aluminium has its own credible pathway to near-zero emissions, through inert-anode technology (ELYSIS; Arctus
Aluminium with TRIMET in Germany) and Hydro's HalZero process. This mirrors steel's own case, which rests on hydrogen-
DRI technology maturing.

7. Why limit the mechanism to steel and aluminium rather than open it to all low-carbon materials?

Steel and aluminium already have low-carbon definitions and verification methodologies under active development
through the ESPR and the Industrial Accelerator Act (IAA). Other materials proposed for inclusion in some Parliament
amendments do not yet have an agreed low-carbon definition or verified accounting methodology. Extending the
mechanism to them now would either delay the whole regulation while those definitions are built, or create credits with
no credible way to verify what is actually being rewarded. Limiting the mechanism to the two materials that are regulation-
ready avoids both risks.

8. Won't this raise costs for carmakers and consumers?

The credit mechanism is optional: manufacturers decide whether and how much to use it. A technology-neutral mechanism
gives them more flexibility, not less, to find the most cost-effective compliance path across the materials they already use
in vehicle design. Excluding aluminium removes one of the two most substitutable structural materials from that flexibility,
which narrows options and can only raise, not lower, average compliance costs.

9. Doesn't this just reward non-EU producers as much as EU ones?

No. Article 5b, as proposed for steel, restricts eligible credits to material “made in the EU”; the same restriction would apply
to aluminium. It is the EU/EEA production base - plus new investment such as Arctial - that stands to benefit. Non-EU
production, including from China, carries a far higher average carbon footprint (~20 t CO,/t vs ~6.6 t CO,/t in Europe) and
would not qualify.

IMPLEMENTATION

N

page 2 I\\\\



ALUMINIUM IN THE CO, REGULATION FOR CARS & VANS: Q&A FOR POLICY MAKERS

10. Why should the mechanism apply from entry into force rather than waiting until 2035?

Investment decisions on smelter capacity and low-carbon technology - including Arctial and the inert-anode pilots - are
being made now, years before a 2035 incentive would take effect. An early, credible demand signal materially changes the
investment case; waiting until 2035 removes the incentive for exactly the capital decisions that need to happen this decade
for low-carbon material to be available at scale when the credit period begins.

11. How would “low-carbon aluminium” be defined and verified in practice?

Through the same delegated-act process already foreseen for steel: a common methodology under the ESPR, due by end-
2027, setting carbon-intensity thresholds and verification rules, aligned with the IAA's approach to material “made in the
Union”. Applying one shared methodology to both metals, rather than building a separate framework for aluminium later,
is simpler for regulators and gives manufacturers a single, coherent compliance pathway.

12. What is the practical effect of leaving aluminium out of Article 5b?

Carmakers retain a regulatory incentive to prefer steel over aluminium even where aluminium is the better technical or
environmental choice for a given component - undermining lightweighting and EV range/efficiency gains. It also removes
the demand signal that final investment decisions on EU/EEA low-carbon capacity and technology currently depend on, at
a moment when other jurisdictions are competing for the same investment.
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