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Empowering MNCs to Tackle CBAM Challenges

From Policy to Practical Action

The introduction of the Carbon Border Adjustment Mechanism (CBAM) by the European Union
represents a seismic shift in global trade, directly impacting OEMs with operations or supply
chains extending into the EU.

CBAM preparedness to safeguard the EU market access

The CBAM aims to prevent carbon leakage and level the playing field for EU
industries, its implementation poses significant challenges for OEMs in China
whose CBAM products are imported into the EU, from understanding complex
policy frameworks to aligning operational and supply chain processes.
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EMPOWERING MNCs TO TACKLE CBAM CHALLENGES
... Familiarize yourself and getting prepared

CBAM is Coming...

Carbon Border Adjustment Mechanism (CBAM) is a policy introduced by the European Union to
address carbon leakage and supportits ambitious climate goals under the European Green Deal.
Importers of covered goods (cement, steel, aluminum, fertilizers, electricity, and hydrogen)
into the EU must purchase CBAM certificates equivalent to the greenhouse gas emissions
embedded in their products. The price of these certificates is linked to the EU’s Emissions Trading
System (ETS), reflecting the carbon price faced by EU producers.

The EU’s Carbon Border Adjustment Mechanism (CBAM) is the EU's tool/mechanism based on carbon emission quotas that EU levies
taxes and fees on the carbon emissions of some imported goods
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= Definition: the EU's tool to put a fair price on the carbon emitted during the = Covered sectors: cement, iron and steel, aluminum, fertilizers, electricity and
production of carbon intensive goods that are entering the EU, and to encourage hydrogen (transitional period)

cleaner industrial production in non-EU countries : ; S e i
= Affected party: companies thatimport high emission goods into the EU

= Goal: support the EU’s climate ambitions, level the price of carbon emissions and

counter the risk of carbon leakage = Actions needed: quarterly declare the emissions embedded in imports (2023-2025),

and surrender the corresponding number of certificates each year (since 2026)

Effective date: The CBAM entered into application in its transitional period on 1

October 2023; CBAM will apply in its definitive regime from 2026 = Where to register: National Competent Authority (NCA) of the Member State

= Competent authority: European Commission

Source: European Commission, EAC assessment

CBAM: Aiming To Address Carbon Leakage And Support EU's
Climate Objectives

As a global leader in climate neutral and pioneer in carbon emission reduction, EU has made
CBAM a key component in its climate strategy, aiming to:

% Preventing Carbon Leakage | imposing a carbon cost on imports, discouraging industries
from shifting production outside the EU

“ Leveling the Playing Field | ensuring foreign producers face comparable costs for carbon
emissions as EU players

“ Encouraging Global Decarbonization | incentivizes other countries to adopt stricter carbon
reduction measures to remain competitive in the EU market

% Transition to a More Sustainable Economy | ensures environmental costs reflected in price
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Compatibility with WTO Rules | applying equal treatment to domestic and foreign producers
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% Support for EU Carbon Pricing Policies | extending carbon pricing to imported goods and
reducing reliance on free allowances, which are being phased out
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... From transitional to fullimplementation

CBAM Roll-out Roadmap

EU CBAM follows a phased approach to ensure a
smooth transition for stakeholders: Phase 4

2034 onwards
Phase 3
2026-2034
Phase 2 « From 2034 c =
January 2026 = Free emission allowances in the EU- Frojm 2()[%4_(,)(vaiar(is,ta\lit_lwl:Vg:)hodgu
ETS (EU’s Emission Trading System) G b L B AL L T DU

Phase 1 areto be phased out gradually from will be taxed under the CBAM

2026 and will end by 2034
Oct 1, 2023- Dec 2025 = CBAMwill apply in its definitive New ortore il beygl_a dually added
regime from 2026 N ’

The CBAM's product scope should be
Impnrter.s i gn_ods c_overe_d e extended to cover all EU ETS sectors
start paying a financial adjustment by 2030
by surrendering the amount of CBAM
certificates that correspond to the

emissions embedded in theirimports

* Importers of goods in the scope will
only have to report GHG emissions
embedded in theirimports

* No need to buy surrender certificates
(not have to make any monetary
payments until 2026)

tion period / Adjustment period

A Transitional period A
0Oct2023 Jan 2026

Source: European Parliament, EAC research

Key Milestones
% October 1,2023 | Start of transition phase (quarterly reporting obligations only)
% October 31,2024 | Importers can only use default value not exceeding 20% for reporting
“ January 1,2026 | Fullimplementation begins (certificate payments required)
% 2026-2034 | Gradual phase-out of free allowances under the EU ETS

“» Beyond 2026 | Possible expansion of CBAM scope and periodic reviews

Since effectiveness of CBAM in October 2023, EU importers are required to declare on a quarterly basis, but during the transition
period, the declarant has the option to request a delayed submission within a certain period due to technical or other reasons

REPORTING PERIOD SUBMISSION DUE BY MODIFICATION POSSIBLE UNTIL
2023  October - December 2024 January 31 2024 July 31l ~
:’}
2024 January - March 2024 April 30 2024 July 31
A\
2024 April - June 2024 July3l 2024 August 30 \
2024  July - September 2024 October 31 2024 November 30 Default value < 20% -
2024 October - December 2025 January 31 2025 February 28
2025 January - March 2025 April 30 2025 May3l
2025 April - June 2025 July31 2025 August3l
2025 July - September 2025 July31 2025 November 30
2025 October - December 2026 January 31 2026 February 28

Source: European Parliament, EAC research
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.. The 6 sectors covered by CBAM are impacted first

During the transitional phase (2023-2025), 6 sectors covered by CBAM. It will further assess
the feasibility of including other sectors covered by the EU Emissions Trading System in the
scope of CBAM, and it willinclude a timetable setting out their inclusion by 2030
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The quantity of cement goods (in tons) imported into the EU
Direct CO, emissions embedded in the goods imported into the EU

Indirect emissions embedded in the goods resulting from the production of
electricity used in producing those goods

Any carbon price due or paid in the country of origin of imported goods

The quantity of fertilizer goods (in tons) imported into the EU
Direct CO, emissions (plus N,0) embedded in the goods imported into the EU

Indirect emissions embedded in the goods resulting from the production of
electricity used in producing those goods

Any carbon price due or paid in the country of origin of imported goods

The quantity of electricity (in MWh) imported into the EU

Direct CO, emissions embedded during the production of electricity being
imported to the EU, at installation or production site level

Any carbon price due or paid in the country of origin of imported electricity

The quantity of iron and steel goods (in tons) being imported to the EU
Direct CO, emissions embedded in the goods being imported to the EU

Indirect emissions embedded in the goods resulting from the production of
electricity used in producing those goods

= Any carbon price due or paid in the country of origin of imported goods

The quantity of aluminum goods (in tons) being imported to the EU
Direct CO, emissions (plus PFCs) embedded during production of goods

Indirect CO,emissions embedded in the goods as a result of activities involved
other than the physical production (e.g. electricity, heating / cooling)

= Any carbon price due or paid in the country of origin of imported goods

The quantity of hydrogen (in tons) being imported to the EU

Direct CO, emissions embedded in the goods being imported to the EU
Indirect emissions embedded in the goods

Any carbon price due or paid in the country of origin of imported goods
Contextual information on the produced CBAM goods e.g., production route

Source: EU Taxation and Customs Union, EAC research
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... Implications for the EU importers and Non-EU OEMs

CBAM is both a challenge and an opportunity. European importers will need to manage higher
costs and adjust their supply chains, while non-EU OEMs face pressure to decarbonize to
remain competitive in the EU market. Both parties must adopt proactive strategies to minimize
risks and leverage opportunities for sustainability-driven innovation and market positioning.

Imperative questions to be answered by EU Importers And Non-EU OEMs...

Do we understand what is CBAM? Are our products included in the scope of CBAM?

s Do we have methods/systems in place to calculate, track, and report the

embedded emissions of imported goods in compliance with CBAM requirements?

+» How can we optimize our supply chain to minimize CBAM-related costs, such as

sourcing from lower-emission suppliers or regions with carbon pricing?

% Are we prepared to provide accurate, verifiable emissions data to EU importers to

meet CBAM compliance requirements for own production and precursors we used?

« What is the carbon intensity of our products, and what steps can we take to reduce
it to remain competitive in the EU market?

...to better prepare for CBAM, EU Importers and Non-EU OEMs should:
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EU Importers

Understand CBAM requirements |
Familiarize with CBAM scope, reporting
obligations, certificate purchases

Assess supply chain carbon footprint |
engage with suppliers, identify high-
emission suppliers

Establish accurate reporting systems |
develop internal system, getting staff and

OEM trained for data collection and
reporting table fill-in

Review and optimize supply chains |
promote decarbonization in supply chain

Budget for compliance costs | monitor
EU ETS price, evaluate financial impact

Seek support | seek external support
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Non-EU OEMs

Understand CBAM requirements |
Familiarize with CBAM scope, reporting
obligations, carbon price impact

Assess and reduce product carbon
intensity | conduct carbon footprint
assessment, production upgrading

Enhance supply chain transparency |
engage suppliers, ensure data accuracy

Align with EU Importers | enhance
communication, provide verifiable
emission data

Mitigate financial and market risks |
plan for certificate cost, diversify markets

Training and external support|
attending trainings regarding CBAM and
seek external support



.. . .. an EACpotential support and recent cases
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EAC - International Consulting provides European importers and Chinese exporters with
comprehensive consulting solutions to effectively prepare for CBAM, including policy
transparency, tailor-made trainings, on-site guidance to get you fully prepared.

Concept Phase Execution Phase
Conceptional Document Sense Supplier Official Ecosystem
. H b L Roll-out roadmap e
Guidance transparency consequences classification training building
|mp0 rter - - e g Ve
Involvement . . O I‘) - - ‘“)
OEM e e - s I
Involvement O O ® L) o [ D
Target Brief customer internal for CBAM initiatives, Train OEMs based on jointly decided trainings, CBAM
g and fointly decide on customer specific CBAM trafnings and support for OEMs handbook to prepare for CBAM
— * = 1 .'j . .
E + @3 + + f2 + E@ + X3
Deliverables
CBAM concept CBAM handbook OEM training concept Workshops Onsite Support Partner List

transparent

Detailed interpretation of CBAM's
;@)\ policy framework, mechanism, scope of
— application, required information

interpretation of CBAM concept and

g Customized CBAM handbook based on
special preparation of target industry

Foreign garden tool player CBAM
operational excellence: Training
and Solution for OEM ecosystem

SCcOPE & OUTCOME

v CBAM briefing workshop jointly organized by the
client and EAC for the onboarding of OEMs

v Customize a detailed CBAM implementation
guidance handbook for the OEMs, including the
CBAM transparency and implementation guide

v" Awell-planned full-day OEM training with ~40
OEMs (~100 participants) in total was conducted by
EAC, key delivery is to teach how to fill the excel

v" Check and review the carbon emission data
submitted by all the OEMs

Tailor-made group training on CBAM

[ ]
'Z",l, concept, GHG emission data collection,
[}

L]
- EU communication template fill-in

oo Onsite guidance on data collection and

%_ table (EU communication template ) fill-

EAC CASE STUDIES - OUR LATEST PROJECTS

in in case needed

Chinese power tool manufacturer
é F CBAM preparation: onsite training

and support

SCcOPE & OUTCOME

v Customized CBAM handbook for aluminum and
iron & steel industry, including the CBAM
transparency and implementation guide

v’ 2 full-day onsite training with ~20 participants
from sales, quality, procurement, manufacturing,
supply chain departments, key delivery is on CBAM
interpretation, emission data collection, EU
communication template fill-in, potential carbon-
reduction concept

v" Check and review the carbon emission data and
EU communication template filled-in
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. & Positive and referential feedback from the client

EAC provides tailored solutions for seamless compliance of CBAM for brands and OEMs in China,
offering insights and actionable practices to navigate CBAM requirements effectively. We have
received positive feedback from our clients and a larger number of OEMs

“Thank you for organizing the CBAM implementation
training for our OEMs, we really appreciate a lot of
your efforts and talents”

“Thank you very much for the excellent guidance
and support...Our headquarters has already received
all data from the OEM side on time so that they can

process those data and fill the respective report in the

following days ”
L] Einhen

“I'think this is a very practical training, which helped us understand what CBAM is and what
CBAM requires of us. EAC’s consultants are very professional and patient to carefully guide us to
collect production data and fill in the Excel Template so that we can submit our carbon emission

»
data to our customers... T '
A

LUANGY=

However, in the practical implementation, OEMs still have some troubles and complaints...

“In China, for example, the entire iron “We are just an assembly plant and do not

and steel industry chain is very long, produce these CBAM products ourselves. We

and we are only a manufacturer of need to ask suppliers for all carbon emission

screws and nuts at the very data, but we do not have much bargaining

downstream. and our carbon power because our order quantity is low, and
J

emission is very low compared to suppliers do not give us...”

upstream. It is difficult for us to

influence suppliers at the upper “l can’t understand the EU’s Excel Template,
levels to collect carbon emission data because it’s English, and it’s too complicated
of our precursors.” to understand, I don’t know how to fillit ...”
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EMPOWERING MNCs TO TACKLE CBAM CHALLENGES
Benefit from our vast project experiences

Contact our experts directly to discuss potential support options

n EAC Munich & Shanghai

Anna Ahlborn g Daniel Berger Yang Liu Demi Liu g
Partner Partner Managing Consultant Consultant
EAC Munich @ EAC Shanghai @ EAC Shanghai @ EAC Shanghai @
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For fouryears in a row, EAC has been one of the best
management consultancies in Germany.
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International

n Partners: Dietmar Kusch / Daniela Bartscher-Herold / Daniel Berger / Uwe Haizmann / Ashish Kumar / Anna Ahlborn / John Deng / Eric Luo / Ketan Jadhav

EAC MUNICH

EAC - Euro Asia Consulting
PartG

Widenmayerstralte 29
80538 Miinchen

Phone +49 89 92 29 93-0
eac-muc@eac-consulting.de

EAC SHANGHAI

EAC - Euro Asia Consulting
Ascendas Plaza, Rm. 1902
333 Tian Yao Qiao Road
200030 Shanghai | China

Phone +86 21 63 50 81 50
eac-sha@eac-consulting.de

EAC MUMBAI

EAC - Euro Asia Consulting Pvt. Ltd.

704, Leela Business Park,
Andheri Kurla Road, Andheri (East),
Mumbai -400 059/ India

Phone +91 77 18 96 71 26/ 27
eac-mum@eac-consulting.de

EAC KUALA LUMPUR
EAC - South East Asia Sdn Bhd
GBC Menara Hap Seng 2

Plaza Hap Seng, No. 1 Jalan P.
Ramlee 50250 Kuala Lumpur

Phone +60 3 9235 1800
eac-sea@eac-consulting.de

EAC USA

EAC Int. Consulting Inc.
300 East 59th Street

New York, New York 10022
USA

Phone +1 917 345-6365
eac-usa@eac-consulting.de


https://www.linkedin.com/in/anna-ahlborn-a6317389/
mailto:anna.ahlborn@eac-consulting.de
https://www.linkedin.com/in/daniel-berger-eac/
mailto:daniel.berger@eac-consulting.de
https://www.linkedin.com/in/yang-liu-8452708b/
mailto:yang.liu@eac-consulting.de
https://www.linkedin.com/in/demiliu0717/
mailto:demi.liu@eac-consulting.de
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