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Background of CBAM
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Why GBAM?

To achieve the goal of reducing greenhouse gas emissions by 55% by 2030, the EU’s Emissions Trading System
(ETS) free allowance allocation will be reduced gradually.

The aim of CBAM is to counteract the risk of carbon leakage arising from the removal of the free ETS allowances.
It is intended to help reduce emissions globally while providing a level playing field for businesses.

Climate neutrality EUETS

CBAM is designed to function in parallel with the = Cap-and-trade system

EU ETS which encourages high-emission = Revision entails phasing

industries in the EU to reduce emissions. out free allowances and
extending covered
sectors

(@ Globalimpact Govered products S

CBAM should encourage In the first phase, CBAM will cover u
other countries to sectors with high carbon emissions
establish carbon pricing and high risk of carbon leakage®. In
policies. the future, the scope is expected to

extend to more sectors.
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EUEmissions Trading Systems

The EU ETS is a cap and trade system that places a market-based price on carbon emissions of specified goods
in certain covered sectors.
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Source: https://www.consilium.europa.eu/en/infographics/fit-for-55-cbam-carbon-border-adjustment-mechanism/
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How does carbonleakage occur?

Production in the EU Production outside the EU

ETS

ETS does not apply

allowances

Producers have
to cover LU
emissions with
allowances from
the EU Emissions
Trading System
(ETS)

Production costs
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Source: https://www.consilium.europa.eu/en/infographics/fit-for-55-cbam-carbon-border-adjustment-mechanism/

Result:

+ Carbon-intense production could
move to countries with less strict
climate policy.

» Imported products could have
price advantage at the expense
of the environment.
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CarbonBorder Adjustment Mechanism (GBAM)
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Source: https://www.consilium.europa.eu/en/infographics/fit-for-565-cbam-carbon-border-adjustment-mechanism/
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How will CBAM be Implemented?

<CBAM Goods> v Reporting Obligation

From 1 October 2023 to 31 December 2025 importers of
CBAM goods are obliged to disclose quarterly the quantity of
imported goods, the CO,e emissions embedded and the CO,
prices paid in the goods’ country of origin.

L
o
vt

iron and steel cement fertilisers v CBAM RegiStl’ation

Importers of CBAM goods have to register as declarants.
Imports of CBAM goods will only be granted to registered

) declarants.
J M\ v Emission Trading
i - By 1 January 2026 importers have to purchase CBAM
aluminium hydrogen production electricity certificates for CO,e emissions embedded in imported goods.

Within an annual CBAM declaration the quantity of imported
goods, the CO,e emissions embedded and the CBAM
certificates to surrender have to be determined. The
declaration has to be lodged to the supervisory CBAM
authority.
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AV

2507 00 80 — Kaolin and other kaolinic clays
2523 10 00 — Cement clinkers

2523 21 00 — White Portland cement

2523 29 00 — Other Portland cement

2523 30 00 — Aluminous cement

2523 90 00 — Other hydraulic cements

=N

2716 00 00 — Electrical energy

B

2808 00 00 — Nitric acid; sulphonitric acids

2814 — Ammonia, anhydrous or in aqueous solution
2834 21 00 - Nitrates of potassium

3102 — Mineral or chemical fertilisers, nitrogenous
3105 — Mineral or chemical fertilisers containing
nitrogen and/or phosphorus and/or potassium; other
fertilisers; except: 3105 60 00

k. =%

72 — Iron and steel, except: 7202 and 7204

7301- Sheet piling

7302 — Railway or tramway track construction material
7303 00 — Tubes, pipes and hollow profiles of cast iron
7304 — 7306 - Tubes, pipes and hollow profiles

7307 — Tube or pipe fittings

7308 — Structures and parts of structures

FILEZOL

7601 — Unwrought aluminium

7603 — Aluminium powders and flakes
7604 — Aluminium bars, rods and profiles
7605 — Aluminium wire

7606 — Aluminium plates, sheets and strip
7607 — Aluminium foil

7608 — Aluminium tubes and pipes

b/ € 3

2804 10 000— Hydrogen
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7309 — Reservoirs, tanks, vats and similar containers
7310 — Tanks, casks, drums, cans, boxes and
containers

7311 — Containers for compressed or liquefied gas
7318 — Screws, bolts, nuts and similar articles

7326 — Other articles of iron and steel

2601 12 00 — Agglomerated iron ores and
concentrates

7609 00 00 — Tube or pipe fittings

7610 — Structures and parts of structures, plates,
rods, profiles, tubes

7611 00 00 — Reservoirs, tanks, vats and containers
7612 — Casks, drums, cans, boxes and containers
7613 00 00 — Containers for compressed or liquefied
gas

7614 — Stranded wire, cables, plaited bands

7616 — Other articles of aluminium




Whatis the scope of the GBAMn detail?

Import of all goods originating in a third country or products resulting from inward processing procedure are in
the scope of CBAM (until 2030 extension to all industrial goods).

Direct and indirect CO,e-Emissions Direct CO,e-Emissions

Cement Steel and Iron

2507 00 80 — Kaolin and other kaolinic clays 72 — Iron and steel, except: 7202 and 7204 7309 — Reservoirs, tanks, vats and similar containers
2523 10 00 — Cement clinkers 7301- Sheet piling 7310 — Tanks, casks, drums, cans, boxes and

2523 21 00 — White Portland cement 7302 — Railway or tramway track construction material containers

2523 29 00 - Other Portland cement 7303 00 — Tubes, pipes and hollow profiles of cast iron 7311 — Containers for compressed or liquefied gas
2523 30 00 — Aluminous cement 7304 — 7306 - Tubes, pipes and hollow profiles 7318 — Screws, bolts, nuts and similar articles

KPMG

2523 90 00 — Other hydraulic cements

Electricity
2716 00 00 — Electrical energy

Fertilizers

2808 00 00 — Nitric acid; sulphonitric acids

2814 — Ammonia, anhydrous or in aqueous solution
2834 21 00 - Nitrates of potassium

3102 — Mineral or chemical fertilisers, nitrogenous
3105 — Mineral or chemical fertilisers containing
nitrogen and/or phosphorus and/or potassium; other
fertilisers; except: 3105 60 00

7307 — Tube or pipe fittings
7308 — Structures and parts of structures

Aluminium

7601 — Unwrought aluminium

7603 — Aluminium powders and flakes
7604 — Aluminium bars, rods and profiles
7605 — Aluminium wire

7606 — Aluminium plates, sheets and strip
7607 — Aluminium foil

7608 — Aluminium tubes and pipes

Hydrogen
2804 10 000— Hydrogen
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7326 — Other articles of iron and steel
2601 12 00 — Agglomerated iron ores and
concentrates

7609 00 00 — Tube or pipe fittings

7610 — Structures and parts of structures, plates,
rods, profiles, tubes

7611 00 00 — Reservoirs, tanks, vats and containers
7612 — Casks, drums, cans, boxes and containers
7613 00 00 — Containers for compressed or liquefied
gas

7614 — Stranded wire, cables, plaited bands

7616 — Other articles of aluminium
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What kind of emissions does the GBAM cover?

Indirect
emissions
from raw
materials,
transport-
ation and

distribution,
previous
waste, etc
are NOT in
scope
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Simple Goods:

Indirect Indirect Direct Indirect
emissions emissions from emissions emissions
ligelny input material generated from from
electricity under CBAM the production transportation
consumed scope (in the of CBAM distribution
for the case of goods at and end of
production complex installation life are NOT
of CBAM goods) level in scope

goods is
partially in
scope
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Complex Goods
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BEPS2.0  Pillar2

“Common approach” for a Global Minimum Tax at 15
percent for Multinational enterprises (MNE) with
consolidated group revenue exceeding €750 million in at
least two out of the last four years

Effective
Tax Rate

Adjusted Covered Taxes

Current Tax Expenses

+/- Distribution of CFC, distribution tax

)
) +/- Adjustment of temporary differences
)
) +/- Adjustments after filing

Net GloBE Income

1) Net Profits or Losses

2) +/- Adjustments under GloBE Rules
3) +/- Allocations to permanent
establishments, flow-through entities, etc

© 2023 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.
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03

UTPR

*as of 2025

Qualified Domestic
Minimum
Top-up Tax

Income Inclusion
Rule

Undertaxed
Profits Rule *
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Global Minimum Tax inHungary

The legislation implementing Pillar |l. rules have been passed and will come into effect on 1 January 2024.

v Per this new legislation, Hungary implemented a separate QDMTT (Qualified Domestic Minimum Top-Up tax),
instead of increasing the nominal CIT rate of 9%.

v" Hungarian QDMTT is intended to qualify for safe harbor that would significantly reduce the administrative
burdens on UPEs as well.

v' Besides CIT, additionally direct taxes such as local business tax and innovation contribution as well as
Robin-Hood tax liabilities will also be treated as covered tax.

v" Tax and accounting law changes connected to the minimum tax implementation also took place (e.g.
introduction of a qualified R&D tax credit, recording of deferred tax assets and liabilities in the balance
sheet, etc.)

© 2023 KPMG Advisory Ltd., a Hungarian limited liability company and a member firm of the KPMG global organization of independent 24
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EPR (Extended Producer
Responsibility)
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Extended Producer Responsibility (comparison with
Environmental ProtectionFee, i.e. Green tax)

EPR Green Tax
Purpose Change waste collection system Increase recycling ratio
Effective from 1 July 2023 1 January 1996
What is trigger of payment » Purchasing goods from outside of Hungary (import, intra-Community
acquisition)
» Being producers / first distributors of goods in Hungary
Whom should be paid MOL MOHU (conssesion Tax authority
company)
When it should be paid 15 days after MOL MOHU issues 20th day after calendar quarter
the invoice
What rate is applicable Rates per kilogram 4-8 times higher
When it could be relieved When the goods go abroad
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Scope of goods

KPMG

EPR
PACKAGING

Single-use plastic and other plastic materials

ELECTRICAL AND ELECTRONIC
EQUIPMENT

BATTERIES ACCUMULATORS

Vehicles
Tires

Office papers and promotional papers

Wooden furniture and textiles

Cooking oil and fat

Green tax

PACKAGING MATERIAL
Other plastic materials

Other chemical and petroluem products

ELECTRICAL AND ELECTRONIC
EQUIPMENT

ACCUMULATORS

Tires

Office papers and promotional papers
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Firstexperiences

= INSUFFICIENT ANALYSIS

> Not all the flows are covered
» Determination of weight of the relevant goods are not appropriate

= DUPLICATE PAYMENTS

» EPR rates can be deductible from green tax i.e. only EPR fee should be paid if certain
goods are subject to both EPR and green tax

» Green tax already paid paralelly can be recovered

= MOL MOHU system

KPMG

» Problems with data change and other functions
> Insufficient data on invoices

© 2023 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.
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VATInthe Digital Age
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Overview of Digitalization Trend in Taxation

i EURGODIL. in2021inEU27

VAT GAP

VAT Fraud, Evasion Corporate
and Avoidance Insolvency

Major Cause of VAT
GAP

Corporate
Bankruptcy

Maladministration

Digital Reporting Requirement
Periodical Transaction Controls

= VAT Listing

;Q

2016 2017 2018 2019 2020 2021

= SAF-T

Continuous Transaction Controls
= Real-time reporting mechanism
= Mandatory e-invoicing
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VATinthe Digital Age (.VIDA")
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VATinthe Digital Age (.VIDA")

Three pillars
« Common EU invoice reporting obligation and mandatory e-invoicing for intra- Postponed until 2030
Community transactions or 2032
Invoice reporting obligations will be harmonized in the EU

« Single VAT registration Postponed probably

No need to register in other EU Member States (by a company established until 2026

in the EU) — e.g for tooling transactions

« Comprehensive regulation of the VAT obligations for platform economy Postponed probably
(,marketplaces”) until 2026

+ One additional aspect: Issuing invoices in electronic format
» Structured format (no PDF can be used)

» Electronic format can be applied without the consent of the customer

* Further rules could be introduced by Member States
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Otherrelevant tax law changes 2024

Personal income tax

« Changes due to the termination of the US-Hungarian tax treaty (Hungarian tax liabilities of
individuals with U.S. business interests)

« Smaller changes in non-cash benefits

VAT

« Slightly changing rules for construction services (subject to reverse charge);
» Introduction of e-VAT return filing system

» Place of supply rules regarding virtual events

Corporate income tax

« Changes in the tax allowance systems: new tax allowance for research and development, smaller
changes in development tax allowance and tax allowance system for energy efficiency investments
and renovations

Additional notice: Proposed a reform to immigration law — nothing is final at this stage
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