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Hungarian entities have double sustainability reporting requirements

Requirements of the Hungarian ESG Act

The aim is to transpose the European Union sustainability
criteria system into national context, by developing a unified
framework that determines sustainable operation of
companies, as well as due diligence and reporting
requirements.

CSRD reporting requirements (Hungarian Accounting Act)

Companies falling under the requirements shall collect data
on non-financial matters and disclosure them in a form of a
sustainability report.

Companies shall use the ESRS (European Sustainability
Reporting Standards) when preparing these Sustainability
Reports.

A company’s Sustainability Report must be included as a
dedicated section in their annual management report.

Mandatory external assurance is required.

sustainability Report (ESRS based)
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Internal ESG risk framework
Supplier Risk Assessment (predefined ESG Questionnaire)
Social Responsibility Strategy

Complaint Handling

ESGReport (in Hungarian)
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CSRD

The EUCSRD was fully transposed into the Hungarian Accounting Act
andfollows the same step by step impiementation schedule

As of 1 January 2026, all listed companies shall report,

As of 1 January 2025, the obligation will be expanded to all _ except for micro-undertakings, i.e. entities that do not
large undertakings, i.e. all entities that exceed on the CSRD requires mandatory exceed two of the following three criteria at their balance

balance sheet date two of the following three criteria: 2026

external assurance: sheet date:

» At the time of first reporting, 2027
250 employees limited assurance is 10 employees

Net revenue of EUR 50 mn (HUF 20 bn) Report on: expected; Report on: Net revenue of EUR 900 000 (HUF 300 mn)

Total assets of EUR 25 mn (HUF 10 bn) 2025 In the long term, reasonable Total assets of EUR 450 000 (HUF 150 mn)
assurance will be required. 2026 (2-year opt-out clause)

2029 Companies listed on

Report on: regulated markets in the

= ————_
- -~
- ~

2026

Report on: R S 2028 EU, c.or.np_anies and_ .
It N subsidiaries operating in
2024 ) 4 the EU and companies
R AN outside the EU with a
CSRD and HU ESG Act: P \\\ turnover of more than
p . .
As of 1 January 2024, /’ N I€e1v5e? million at group

undertakings already subject to

NFROD (i.e. large PIES with more GSRD reporting requirements

than 500 employees) have to report

in accordance with ESRS standards. ; Scheuule \
1\
1
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Non-financial information shall be disclosed inaccordance with
GSRD requirements for all entities that operate inthe EU

_ Reporting framework of the CSRD/ ESRS
LR 2024

Non-financial report

» Sustainability policy statement Sector-agnostic Standards

» According to the CSRD and EU
Taxonomy

' Governance
=

Cross-cutting standards (2) - Mandatory From 1 January 2024, companies
already subject to NFRD have to

Environment (5 ESRS) St)t;"j‘stlf]%if‘ prepare their reports in accordance with

ESRS standards.

Environment

Integration to the

bk Topic-specific standards — model
. . P
financial repo rt ) V According to the materiality [
m Social assessment
G

reporting periods

- Management report . g
smeace v | Doublemateriality concept

» Aligned financial and non-financial
Governance Sector-specific Standards (41* ESRS) Non-financial impact

Targets &
Entity-specific Standards measures

Assurance

* Mandatory limited assurance | == #
» Optional reasonable assurance

Impact materiality

*Sector Standards and under development.

Financial materiality
Connections within the regulatory landscape

EUTaxonomy Pillarlii ~ GRI

Entities under the scope of Some CSRD-related KPI's GRIreporting
CSRD must report under Article and CSRD status of provides a good

. basis for CSRD
8 of the EU Taxonomy as well. business partners should : . ) o o
. reporting. Financial risks and opportunities

be disclosed.
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HU ESG Act

Inaddition to GSRD requirements, the Hungarian ESG framework aims
tointegrate and expand local sustainability reporting requirements

The Hungarian ESG Act* concept relies on existing frameworks, but may also include additional obligations not covered by
European Guidelines or Standards, extending the reporting requirements on sustainability KPIs.

The main pillars of the national ESG framework:

National National ESG reporting Market

*% H
GSDDD . . regulation
= Disclosure requirements at
- corporate level in =1
o ESG due diligence and e meenAith national = Monitoring of ESG |
minimum set of processes ESG rules* consultants, ESG auditors

throughout the supply chain and the software market

should be defined = Mandatory assurance

= Regulatory controls and
sanctions

» Targeted support for certified
companies

** Corporate Sustainability Due Diligence * The elaboration of these rules are in .
Directive progress. Those will be laid out in implementing

regulations released by the governing body.

* The detailed implementation requirements elaboration is in progress.
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HU ESG Act

Inaddition to GSRD requirements, the Hungarian ESG framework aims
tointegrate and expand local sustainability reporting requirements

N —DESGEDA U+ T FMIREFDREAITEKILL TWEHD, YRTAFEY T+ OBEEREZILKRT S
BE. BRMDAA RS54 VOREITE >THN—SNTUOELVENMMGREERESA TS,

ERNESGR#HA D EL&:

=N = R ESGER &5 N
CSDDD** HmiGIZH T 58 F

= ERESGEICE DUV -=1t

P = ESGOVHI)LZ Vb, ESGER

= ESGTa—T4YPzIVR iu:?ﬁT*"% A VI bz 7HEOEE
LY TS Fz—VIzB | BERH _
RERDITOERADER = By Y L EiAl

= BEDZERSER~DOXIE

o PpNEY 2 S P F R — R ST * FERGI—IIZ D TIE, BEAFTH Y., F
RIEF HIEBFIS & Y T e S S EMRRICHEE S
BFETH S,

* The detailed implementation requirements elaboration is in progress.
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HU ESG Act

Additional requirements due to the Hungarian ESG Act

ESG due diligence obligations

Benefits:

+ Favorable market perception

» Access to targeted subsidies (through
a certified subsidy management
center)

* Avoidance of fines

01 Appointment of a person 02 Preventive and 03 ESG audit 04 ESG rating

(official) responsible for corrective actions (third party assurance (optional)
risk management requirement)

Operating the Realizing ESG
system benefits

_ O _ _@_ The scope of the ESG Act does
Design of an Reporting ( 22+ not cover: micro-enterprises or

internal system financial undertakings

01 02 03 04

Design of an internal Operating a risk ESG re.porting Operati_o_n and
risk management management system obligations supervision of the

+ Risk management system Annual risk analysis ESG report in Hungarian ~ * Controls and legal

- . . . . consequences
» Internal responsibility Preventive and corrective Declaration of risks by q

(social & environmental) actions under own business direct suppliers Register
strategy and system responsibility, and in relations to Supplier ESG Methodological
(similar to Data Protection direct suppliers Questionnaire support

Officer for GDPR) Educating direct suppliers ESG audit

Implementation of whistle-
blowing system



HU ESG Act
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Hungarian ESG Act Reporting Specifics

The detailed content requirements
of the report are regulated by a
Decree issued by the President of
the Authority (see Annex 3 to
SARA* Decree 13/2024 (VIII. 15.) —
I. Mandatory content elements of
the ESG report)

For the first time, only a
pre-audit is conducted
on the ESG report
uploaded to the ESG
platform, and neither the
ESG report nor the pre-
audit results are to be
publicly published

*Hungarian
Supervisory Authority

Method of publication & filing

To be published once a year,
within six months after the end
of the financial year, free of
charge and publicly on the
website; in Hungarian language,
electronically

ESG platform: an electronic
interface where the company
can prepare and submit their
ESG report to the Authority free
of charge in a digital format
together with the ESG certificate
related to the ESG report

The Authority keeps a register of
ESG reports prepared by the
companies

= A subsidiary may be exempted
from the obligation to prepare a
standalone ESG report if the
parent company's ESG report
prepared in accordance with the
law includes the subsidiary and
its subsidiaries

» The subsidiary must notify the
SARA of the name and
registered office of the parent
company preparing the ESG
report

= IMPORTANT: Only a parent
company based in Hungary
can exempt the subsidiaries!

© 2025 KPMG Advisory Ltd., a Hungarian limited liability company and a member firm of the KPMG global organization of independent member firms affiliated with
KPMG International Limited, a private English company limited by guarantee. All rights reserved.

HU ESG Act

Under legisiatiy e
Preparatjopn

Independent assurance

= |ndependent assurance audit
concludes with a report
documenting the results of the
certification audit.

= Detailed requirements for
conducting the certification audit
are to be defined by a
Government Decree —in
progress, to be published in
2025 spring.

12
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HU ESG Act
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Differences between GSRD and the ESG Act

ESGReport
(ESGAct)

Sustainability Report
(Accounting Act)

KPMG

2025

Large enterprises which are considered to be
enterprises of public interest and for which any
two of the following three indicators exceeded
the following thresholds at the balance sheet
date in the two - consecutive - financial years
preceding the financial year:

* balance sheet total of HUF 10 000 million,

» annual net turnover of HUF 20 000 million,
» average number of 500 employees

Reporting in 2025 on 2024 data.

2026

As of 1 January 2025, the obligation will be
extended to all large companies, i.e. any entity
that exceeds two of the following three criteria
on the balance sheet date_in the two -
consecutive - financial years preceding the
financial year:

* balance sheet total of HUF 10 000 million,
¢ annual net turnover of HUF 20 000 million,

+ average number of 250 employees.

Reporting in 2026 on 2025 data.

© 2025 KPMG Advisory Ltd., a Hungarian limited liability company and a member firm of the KPMG global organization of independent member firms affiliated with
KPMG International Limited, a private English company limited by guarantee. All rights reserved.

2027

From 1 January 2026, all listed companies will
have to report, except for micro-entities, i.e.
those that do not exceed two of the following
three criteria:

» balance sheet total of HUF 150 million,
e annual net turnover of HUF 300 million,

» average number of 10 employees.

Reporting in 2027 on 2026 data

14
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0GA

Sustainability report is a part of management report. Therefore, it should be prepared until the same timing of the financial report
according to the Accounting Act. For example, in case of a company whose financial year is from April to March, the sustainability
report for FYE March 2026 should be prepared until the end of August 2026, i.e. within 5 months after the financial year end.
Assurance of the sustainability report should be completed until the same time as the audit for financial statement.

A company subiject to reporting under ESG Act is obliged to assign one of their employees as Risk Management Officer,who is
responsible for operating the risk management process. The person responsible for risk management regularly, at least once a
year, informs the management of the company about the tasks performed during this risk management task.But it is possible to
outsource its administrative function to a service provider which should be accredited according to the law.

© 2025 KPMG Advisory Ltd., a Hungarian limited liability company and a member firm of the KPMG global organization of independent 19
member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved.
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Since declarations and questionnaires has to be collected from suppliers to prepare a sustainability report for ESG Act, suppliers
have to be educated enough to understand what they are requested to declare and answer the questionnaire (eg. in a form of an
online learning or a handout available online or in an email version). Such an education should be made by the company that
Issues a sustainability report under ESG Act.

It depends on the results of the risk assessment carried out by the company. In general, it is expected that suppliers in the value
chain of the reporting company that have been identified as material or risky from an ESG perspective will be asked certain
declaration with reasonable evidence. The questions are defined by the by the implementing regulation Decree 13/2024. (VIII. 15.)
of the Supervisory Authority for Regulatory Affairs. Questions vary from energy use of the supplier to social topics such as
inclusion of working mothers in the community. .

© 2025 KPMG Advisory Ltd., a Hungarian limited liability company and a member firm of the KPMG global organization of independent 20
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0GA

The questionnaire is defined by the implementing regulation Decree 13/2024. (VIII. 15.) of the Supervisory Authority for
Regulatory Affairs. The content of the questionnaire differs depending on the geographical location of suppliers, i.e. EU and EEA,
OECD countries, non-OECD countries.

© 2025 KPMG Advisory Ltd., a Hungarian limited liability company and a member firm of the KPMG global organization of independent 21
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Contacts

Gergo Wieder

Director,
ESG Advisory Services

M: +36 70 333 1471
E: Gergo.Wieder@kpmg.hu
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Nagy Julianna

Senior Manager,
ESG Advisory Services

M: +36 70 978 7021
E: julianna.nagy@kpmg.hu

Péter Vajda

Manager,
ESG Advisory Services

M: +36 70 198 1291
E: peter2.vajda@kpmg.hu
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(MasashiNomura)
Director,
Japanese Desk

M: +48 604 496 342
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Some or all of the services described herein may not be permissible for KPMG audit clients
and their affiliates or related entities.
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This non-binding proposal is made by KPMG Advisory Ltd. a Hungarian limited liability company and a member firm of the KPMG
global organization of independent firms affiliated with KPMG International Limited (“‘KPMG International”), a private English
company limited by guarantee, is in all respects subject to the negotiation, agreement, and signing of a specific engagement letter
or contract including agreement of the scope of services and to the satisfactory completion by KPMG Advisory Ltd. of applicable
client and engagement acceptance procedures, including independence and conflict of interest checks and, where applicable, audit
committee approval.

KPMG International and its related entities provide no services to clients. No member firm has any authority to obligate or bind
KPMG International, any of its related entities or any other member firm vis-a-vis third parties, nor does KPMG International or any
of its related entities have any such authority to obligate or bind any member firm.
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