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The European Union’s Carbon Border Adjustment 
Mechanism (CBAM) is a key element of the European 
Green Deal and the Fit for 55 Package, introducing new 
regulatory obligations for trade with the EU. Designed to 
mitigate carbon leakage, CBAM addresses the concern of 
businesses potentially relocating production to countries 
with more lenient climate regulations. This is achieved by 
imposing a carbon cost on imports from some of the most 
emissions-intensive industries into the European Union (EU) 
(see Scope below).

CBAM’s implementation will require rigorous monitoring 
and reporting emissions associated with imported CBAM 
goods. These measures will have significant impact on 
industries and companies, both within and outside the EU.

What CBAM brings 
and aims to achieve?
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Scope

CBAM applies to certain goods imported into the 
EU from third countries. It targets sectors at risk of 
carbon leakage, such as iron and steel, cement, 
fertilizers, aluminum, hydrogen, and electricity, 
aligning with the sectors covered by the EU 
Emissions Trading System (ETS). Each of these 
categories is defined by specific Combined 
Nomenclature (CN) codes in Annex I of CBAM 
Regulation and is associated with greenhouse 
gases, primarily carbon dioxide and, in some cases, 
perfluorocarbons and nitrous oxide. The European 
Commission (EC) intends to broaden the scope of 
CBAM to include a wider range of goods that have 
high carbon emissions.

EU Emissions Trading System (ETS) 
connection

The ETS aims to reduce emissions from production 
processes within the EU. CBAM complements the 
ETS by applying an equivalent set of rules to 
imports. 

During the definitive phase of CBAM, importers of 
in-scope goods from outside the EU will be 
required to purchase digital certificates reflecting 
the carbon emissions embedded in CBAM goods. 
The carbon cost associated with these certificates 
will mirror the carbon pricing applied to similar 
domestic goods under the ETS. The final price of 
CBAM certificates will be adjusted to reflect any 
carbon price paid in the exporting country. 

The European Commission intends 
to broaden the scope of CBAM to 
include a wider range of goods 
that have high carbon emissions.
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Exposed countries

CBAM will impact the economies of third countries, 
particularly those heavily exporting CBAM goods 
to the EU or with high industrial CO2 emissions. 
Exporting the relevant goods into the EU will 
become more expensive, making exports less 
competitive. 

To mitigate the impact of CBAM, countries may 
consider adopting measures such as providing 
incentives and financial support to reduce 
emissions and lower their carbon footprint. 
Additionally, they may consider introducing a 
national system for carbon pricing, which mirrors 
CBAM in order to potentially qualify for exemption 
or reductions in CBAM certificates’ cost.

Third countries and territories outside the 
scope of CBAM

CBAM does not apply to goods originating from 
Iceland, Liechtenstein, Norway, Switzerland, nor 
from the territories of Büsingen, Heligoland, 
Livigno, Ceuta and Melilla.

Top CBAM Exporters to EU: A Global Overview

1. Canada
2. Brazil
3. United States
4. Ukraine
5. Russia
6. South Africa
7. India
8. Egypt
9. China
10. Algreia
11. Japan
12. Trinidad and Tobago
13. Mexico
14. Türkiye
15. Belarus
16. Mauritania
17. Liberia
18. Turkmenistan
19. Bosnia and Herzegovina
20. United Kingdom
21. Serbia
22. Israel
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Transitional Period

CBAM transitional phase is designed to extend legal certainty to businesses, 
providing a structured roll-out until 31 December 2025. Its objectives 
include data collection, laying the groundwork for full CBAM application, 
and raising awareness about the requirements for becoming an authorised 
CBAM declarant. Although tariffs are not applied, administrative duties are 
mandatory. Within this timeframe, importers must:

 — Register as ‘reporting declarants’ with their EU Member State’s 
competent authority for Transitional Registry access; and

 —  File quarterly reports on imported goods, including quantity, 
embedded emissions, and car-bon prices paid in the origin country. 
The first CBAM report is due to be submitted for 31 January 2024. 

Definitive Period

The transitional phase serves as a precursor to the definitive phase, 
commencing on 1 January 2026. Importers are transitioned from ‘reporting 
declarants’ to ‘authorised CBAM declarants’, adapting to new responsibilities 
that include:

 —  Registration with national authorities as an ‘authorised CBAM 
declarant’;

 —  Acquiring CBAM certificates through the Common Central Platform;

 —  Annually declaring imported goods and their emissions by 31 May; and

 —  Surrendering corresponding digital CBAM certificates for the verified 
emissions.

Reporting

The reporting framework under 
CBAM is detailed and specific. 
During the transitional phase, 
importers must submit quarterly 
CBAM Reports via the 
Transitional Registry, detailing 
embedded emissions data. From 
2026, annual CBAM Reports will 
be submitted to the CBAM 
Registry, reflecting a shift to a 
permanent reporting structure.

CBAM Certificates

During the definitive phase, 
importers will need to 
purchase CBAM certificates, 
each equivalent to one tonne 
of GHG emissions, to cover 
their declared emissions from 
the previous year. This system 
monetises the carbon footprint 
of imported goods, aligning 
non-EU producers with EU 
climate objectives.

Timeline and Obligations
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CMS provides comprehensive legal 
assistance to both EU and non-EU 
companies in navigating the intricacies 
of CBAM Regulation. We offer clear, 
practical advice on understanding 
CBAM rules and requirements for each 
category of CBAM goods, managing 
reporting requirements, and 
developing robust strategies for 
seamless compliance. 

Our team, spread across various 
jurisdictions, is well-versed in 
sustainability and ESG-related 
regulations. Our proactive approach 
involves closely monitoring 
developments, updating our clients, 
and positioning ourselves as industry 
leaders in providing strategic advice. 

 —  Following the end of the transitional period, 
advise clients on how to become “authorised               
declarant” (starting from 1 January 2025) and 
the acquisition and surrender of CBAM certifi-
cates; and

 —  Implementation of CBAM covenants within 
supply agreements, policies as well as terms 
and conditions, including providing guidance, 
customising provisions to meet specific 
business needs and ensuring compliance with 
regulatory standards.

At CMS we provide the following services: 

 —  Assist clients with any CBAM-related 
questions, including but not limited to: (i) 
interpretation of the CBAM legislation; (ii) 
market practice; and (iii) correspondence with 
EU importers and authorities (including 
customs authorities and the EU Commission);

 —  Business operations and gap analysis. Based 
on such gap analysis, we prepare tailored 
checklists and make recommendations to 
ensure data collection and calculation are in 
accordance with the Implementation 
Regulation and the reporting requirements 
thereunder; 

 —  Bespoke training sessions and workshops to 
explain CBAM requirements to client teams; 

 —  Advise clients on best practices and provide 
ongoing compliance updates. For non-EU 
companies who are installation operators, we 
provide assistance to ensure they deliver 
correct and complete data to EU importers 
and customs representatives; 

How your CMS team can help?

At CMS we provide a broad range of services to help our 
clients navigate CBAM, ranging from interpreting reporting 
requirements, conducing a gap analysis, providing tailored 
checklists and recommendations to best practices and 
ongoing compliance updates. 
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