G ROWTH I FY E growthifye.com/insights

THOUGHT LEADERSHIP - BUILD . GROW . SUSTAIN 2026-09-09

India 2026 CCTS Readiness: Compliance Carbon
Strategy, MRV and Cost Control

By Sudarshan Karweer - 09 September 2026 - growthifye.com

How Indian industry can prepare for CCTS in 2026 with facility MRV, allowance strategy, MACC and
low-cost decarbonisation planning.

India’s Carbon Credit Trading Scheme (CCTS) is no longer a distant policy concept for industrial energy
users. In 2026, the real question for Indian manufacturers, infrastructure operators, utilities and lenders is not
whether carbon compliance will matter, but how quickly firms can build plant-level measurement, reporting
and verification systems, quantify likely cost exposure, and prioritise the lowest-cost abatement options
before compliance obligations tighten.

For companies that already report under BRSR Core, track emissions for customers, or face export-side
carbon pressure, CCTS readiness should be treated as an operational and financial workstream. It sits at the
intersection of fuel mix, electricity sourcing, process efficiency, data assurance, and capital allocation. It also
affects lender diligence, offtake competitiveness, and valuation of future expansion plans in
emissions-intensive sectors.

This article focuses on a distinct 2026 angle: how to build a practical compliance-carbon strategy for CCTS
readiness in India, with emphasis on facility MRV architecture, allowance exposure analysis, MACC-based
capex prioritisation, and governance choices that avoid expensive late-stage remediation.

Why CCTS readiness matters in 2026

India’s Carbon Credit Trading Scheme is designed to create a domestic carbon market architecture under
which regulated entities can face emissions-intensity or emissions constraints and use verified reductions
and market instruments within the notified framework. While detailed sectoral design and phased
implementation remain critical variables, 2026 is the year many businesses should assume that carbon
performance will start influencing:

» Operating cost forecasts

» Plant dispatch and production planning

* Investment committee approvals

» Supplier qualification and customer disclosure
* Lender risk assessment

» Expansion decisions in hard-to-abate sectors

For sectors with high thermal energy demand or process emissions, even a modest compliance carbon price
can materially alter project economics. Consider an industrial unit with annual direct and purchased-energy
emissions of 300,000 tCO2e. At an effective carbon cost of INR 800-1,200/tCO2e, unmanaged exposure
could imply INR 24-36 crore per year. At INR 1,500/tCO2e, the exposure rises to INR 45 crore. Not all
emissions may be fully priced at once under the final compliance design, but the directional signal is clear:
poor carbon data and delayed abatement planning can become expensive.

This matters equally for lenders and investors. If two similar projects differ only in carbon intensity and
readiness to manage compliance exposure, the higher-emissions asset may require more conservative
underwriting assumptions on future EBITDA, DSCR and refinancing resilience.
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Which companies should prepare first
In practice, CCTS readiness should be prioritised by firms that meet one or more of the following conditions:
* Large fossil fuel consumption in boilers, kilns, furnaces or captive power units
 High grid-electricity intensity with limited renewable procurement
» Exposure to sectors likely to be covered early under compliance frameworks
» Export orientation where carbon costs and product footprint disclosures affect competitiveness
» Ongoing capex plans with 10-20 year asset life
* BRSR Core, customer, or lender requirements for assured emissions data
 Participation in PAT-style energy management systems that can be expanded into carbon MRV

Likely early-mover sectors include steel, cement, aluminium, fertilisers, refineries, chemicals, ceramics,
paper, textiles processing, data centres, commercial real estate portfolios with large energy loads, and
infrastructure operators with material diesel and grid consumption.

For many of these businesses, the cheapest year to prepare was 2025. The second-cheapest year is 2026.

Build MRV at facility level, not just at corporate level

The most common mistake in decarbonisation programmes is relying on annual corporate GHG inventories
that are too aggregated for compliance use. CCTS readiness requires plant-level, source-level, and often
product-line-level visibility.

A robust 2026 facility MRV stack should include:

» Boundary definition by legal entity, facility, process line and utility system

* Monthly and ideally daily activity data capture for coal, petcoke, natural gas, furnace oil, diesel and
purchased electricity

» Meter hierarchy linking utility bills, feeder meters, process meters and production output
» Emission factor library with version control and auditable source references

» Separation of stationary combustion, process emissions, mobile combustion, fugitive emissions and
purchased power

» Production-normalised intensity metrics such as tCO2e/tonne product, kgCO2e/unit, or tCO2e/MWh
* QA/QC workflows, exception flags and evidence retention for verification
» Reconciliation between finance, operations, energy and sustainability datasets

In Indian industrial settings, data gaps typically arise from inconsistent fuel stock accounting, missing
feeder-level submetering, poor calibration discipline, and manual spreadsheet consolidation. These are not
minor admin issues. They directly affect whether a company can defend its baseline, claim verified
reductions, or forecast allowance needs accurately.

As a rule of thumb, companies should target data coverage above 95% for material emissions sources,
documented meter calibration schedules, and clear maker-checker-reviewer workflows. Any source
contributing more than 5% of facility emissions should be treated as material and covered with strong
controls.

For diversified groups, start with the top 3-5 assets by emissions. In many cases, 70-80% of total exposure
sits in a handful of plants.
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This is where [Carbon accounting &
disclosure](/coreservices/netzerodecarbonisation/carbonaccountinganddisclosure) becomes operationally
important rather than purely reportorial. The objective is not just publishing a number; it is creating a
defensible emissions ledger that can support compliance, financing and capex decisions.

Estimate carbon cost exposure before setting targets
Many firms jump directly into target-setting without first estimating what carbon will cost them under different
scenarios. That approach often leads to badly sequenced capex.

A practical CCTS readiness model for 2026 should test at least three scenarios:

* Low carbon cost case: INR 500-800/tCO2e

* Mid case: INR 800-1,500/tCO2e

» High case: INR 1,500-2,500/tCO2e
These are not predictions of notified prices. They are management scenarios for stress-testing future
compliance economics and investment timing.

For each asset, companies should model:

» Annual direct emissions by source

* Annual indirect emissions from grid electricity

» Emissions intensity per unit of output

» Baseline production and utilisation

» Marginal abatement cost by intervention

» Expected timeline for implementation

» Residual emissions after each intervention

» Potential compliance outlay under each price case

Example: a medium-sized ceramics or specialty chemicals plant may consume gas, grid electricity and some
diesel backup. If annual emissions are 120,000 tCO2e and 20% can be reduced through efficiency, RE
procurement and partial electrification within 24 months, then 24,000 tCO2e of annual exposure can be
avoided. At INR 1,200/tCO2e, that is INR 28.8 crore of cumulative avoided carbon cost over 10 years even
before considering energy savings, assuming constant production and excluding discounting. When the
avoided fuel and electricity costs are added, many interventions become much more attractive than on
energy savings alone.

This is why MACC discipline matters. A marginal abatement cost curve helps management compare
measures not just by emissions reduction, but by cost per tCO2e abated, capex intensity, operational risk,
and implementation speed.

Prioritise no-regret levers before high-cost technology bets

CCTS readiness does not mean every industrial company should immediately invest in expensive frontier
technologies. In 2026, the best strategy for most firms is sequencing: capture low-cost and medium-cost
reductions first, create a verified baseline, then evaluate harder levers such as deep fuel switching or
hydrogen.

A practical abatement hierarchy for Indian C&I users looks like this:
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» Energy efficiency in compressed air, steam, pumps, fans, motors, chillers and waste heat recovery
» Combustion optimisation and reduction in specific fuel consumption

» Renewable electricity through open access, captive or group captive structures where viable

e Demand-side management and load shifting to improve renewable utilisation

* Electrification of low- and medium-temperature thermal loads where process-compatible

» Refrigerant and fugitive emissions management

» Biomass or lower-carbon fuels where feedstock reliability is proven

» Process redesign, clinker factor reduction, scrap ratio improvement, or material substitution in relevant
sectors

» Green hydrogen or e-fuels for hard-to-abate, high-temperature or feedstock applications after robust
techno-economics

In current Indian market conditions, several of these no-regret measures remain compelling. Open access
renewable supply in many states can still deliver landed tariffs in roughly the INR 4.0-6.5/kWh range
depending on state charges, banking rules, time-of-day effects and contract structure, while C&I grid tariffs in
several industrial categories remain materially higher. Heat pumps and electric boilers can work for selected
low-temperature applications where operating hours are high and power procurement is optimised. Waste
heat recovery continues to be underused in sectors with stable thermal profiles.

The key is not to overgeneralise. State policy, DISCOM charges, contract demand structure, process quality
constraints and outage tolerance all matter. A board-approved carbon strategy built on generic assumptions
will underperform.

This is where [RE-led decarbonisation](/coreservices/netzerodecarbonisation/releddecarbonisation) and
[Net-zero roadmaps & MACC](/coreservices/netzerodecarbonisation/netzeroroadmapsandmacc) need to
work together. Carbon strategy should be grounded in meter data, tariff analysis and plant engineering, not
presentation-level ambition.

Integrate CCTS into finance, procurement and governance
A serious compliance carbon strategy cannot sit only within the sustainability team. By 2026, leading firms
are embedding carbon variables into mainstream operating decisions.

Finance teams should:

» Create shadow carbon cost lines in project appraisals

» Test EBITDA sensitivity to carbon price scenarios

¢ Include carbon performance in asset impairment and life-extension reviews
* Link carbon data controls to internal audit processes

Procurement teams should:

» Improve fuel quantity and quality traceability
» Standardise emissions data requests from high-impact suppliers

» Evaluate power contracts not only on tariff but on emissions and hourly matching potential where
relevant

Operations teams should:

» Own meter reliability and data timeliness
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» Track specific energy consumption and emissions intensity weekly or monthly
* Build plant-level action plans with accountable owners

Management and boards should:

» Review carbon exposure at least quarterly for high-emitting assets
» Approve carbon-related capex using MACC and scenario analysis
» Define escalation thresholds for underperformance in emissions intensity
» Prepare for third-party verification and regulator-facing disclosures

Lenders and investors should also refine diligence standards. For emissions-intensive borrowers, a basic
checklist now needs to include facility-wise emissions baseline, MRV maturity, decarbonisation capex
pipeline, renewable procurement strategy, and scenario-tested carbon cost exposure.

Prepare for interactions with export rules and carbon markets

CCTS will not operate in a vacuum. Indian companies increasingly face overlapping carbon requirements
from domestic policy, customers, financiers and export markets. That means the value of credible MRV is
compounding.

A facility that can produce assured fuel and electricity data, product-level emissions logic, and documented
abatement outcomes is better positioned to:

* Respond to customer carbon questionnaires

e Support product carbon footprint disclosures

» Improve credibility under BRSR Core-linked reporting ecosystems

» Evaluate future use of market mechanisms under domestic and cross-border frameworks

Avoid duplication across assurance exercises

For exporters, domestic compliance readiness may also improve preparedness for jurisdictions that
scrutinise embodied carbon. Even where methodologies differ, better primary data nearly always improves
response quality and strategic flexibility.

Companies should, however, remain cautious about overestimating offset-led solutions for compliance
planning. The first line of defence is always accurate measurement and on-site or contracted emissions
reduction where policy allows recognition. Market instruments may help optimise residual exposure, but they
cannot compensate for a weak baseline or poor data governance.

This makes Carbon markets & MRV a strategic capability, not a peripheral one. The firms that benefit most
from future market flexibility will usually be those that invested earliest in metering, baselines, verification
discipline and abatement tracking.

A 180-day CCTS readiness plan for Indian industry

For companies starting in 2026, a six-month action plan can materially improve readiness.
Days 0-30:
« Identify top emitting facilities and emission sources

» Define organisational and operational boundaries

» Launch data-gap assessment across fuels, electricity and production
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» Assign cross-functional owners from operations, finance, EHS and sustainability
Days 30-60:

* Build source-wise emissions inventory and baseline year logic
* Review meter availability, calibration status and reconciliation processes
* Map existing disclosures against likely compliance MRV needs
 Start carbon cost scenario modelling
Days 60-120:

» Develop facility-wise MACC with capex, savings, timelines and risks
* Prioritise no-regret abatement levers

» Evaluate renewable electricity pathways by site and state

Establish data controls, document retention and verification workflows
Days 120-180:

 Finalise governance dashboard for monthly review

* Integrate shadow carbon price into capital allocation

» Prepare verification-ready evidence packs for major emissions sources
 Build 2-3 year decarbonisation roadmap linked to budget cycle

For larger groups, a central programme management office can help standardise methods while leaving plant
teams accountable for execution.

The strategic takeaway for 2026
CCTS readiness is not mainly a reporting exercise. It is an operating-cost, competitiveness and financing
issue. Indian companies that move early can lower future compliance exposure, improve asset quality, and
avoid panic capex once obligations harden. Those that delay may find themselves negotiating from a position
of weak data, limited options and higher cost.

The winning playbook in 2026 is straightforward: build facility-grade MRV, quantify carbon-cost exposure,
rank interventions through MACC, secure low-cost emissions reductions first, and integrate carbon into
mainstream finance and operational governance.

For promoters, CFOs, plant heads, developers and lenders, this is the year to treat carbon readiness with the
same seriousness as power procurement, fuel security and debt servicing.

If your organisation is preparing for CCTS, audit-ready emissions data, or plant-level decarbonisation
planning, contact Growthifye’s advisory desk to build a practical compliance-carbon strategy tailored to your
assets, tariffs and sector realities.

Explore Growthifye's related capabilities

This analysis connects directly to our advisory practice: [Carbon accounting &
disclosure](/coreservices/netzerodecarbonisation/carbonaccountinganddisclosure) - [Net-zero roadmaps &
MACC](/coreservices/netzerodecarbonisation/netzeroroadmapsandmacc) . [RE-led
decarbonisation](/coreservices/netzerodecarbonisation/releddecarbonisation) - [Industrial efficiency &
electrification](/coreservices/netzerodecarbonisation/industrialefficiencyandelectrification).
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This article is for general information only and does not constitute engineering, financial or legal advice. © Growthifye. Sharing with
attribution is welcome.
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