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General Information

Objective of the Pay Transparency Directive

On April 24, 2023, the Council adopted the EU Directive
2023/970, known as the "Pay Transparency Directive," which
focuses on ensuring "equal pay for equal work." This directive
IS a significant initiative aimed at addressing and reducing the
gender pay gap by enhancing transparency in pay structures
and processes. It seeks to implement concrete measures to
combat pay discrimination between men and women
performing the same work or work of equal value.

KPMG
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The directive represents a critical step towards achieving
gender equality, fairness, and accountability in the workplace,
offering benefits to both employees and employers. By making
pay information more accessible, the directive facilitates the
identification and rectification of disparities in earnings
between men and women, thereby contributing to efforts to
close the gender pay gap. Access to pay information
empowers employees to make informed career decisions and
negotiate salaries more effectively, leading to increased
empowerment and job satisfaction.
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General Information

How do the new EU rules intend to increase pay transparency and enforcement?

Access to information

« Pay transparency for job seekers: The new rules require employers to disclose the starting salary (initial remuneration) or pay
range for advertised positions either in the vacancy notice or before the interview.

« Prohibation on Pay history: Employers are prohibited from asking candidates about their pay history, current salary.

* Right to Information: Employees, once hired, can request information on average pay levels by sex for similar roles, and the
criteria for pay and career progression, which must be objective and gender-neutral. In this respect, employers should have in
place pay structures ensuring equal pay for equal work or work of equal value, they are also obliged to provide workers with
the objective (gender neutral) criteria that are used to determine workers’ pay, pay levels and pay progression

» Pay secrecy will be banned: there should be no contractual terms that restrict workers from disclosing information about their
pay.
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General Information

How do the new EU rules intend to increase pay transparency and enforcement?

Reporting obligation

« Companies with over 250 employees must report annually on their gender pay gap to the national authority. Smaller
organizations are required to report every three years, while those with fewer than 100 employees have no reporting
obligation.

» The gendar pay gap should be reported both at the organizational level and by worker categories and remuneration
components.

» The reporting of pay differences will apply not only to workers in the same role but also to roles that do not have the same job
content but are of equal value to the company. The value of work should be evaluated and compared based on objective,
gender-neutral criteria.

» Action on Pay Gaps:

- If a report shows a pay gap exceeding 5% in any category of workers, the differences must be justified on the basis of
objective, gender-neutral criteria, or corrected within 6 months of the pay reporting date.

- If there is a difference of at least 5%, which is either unjustified or not corrected within 6 months, a joint pay assessment
will be initiated with the workers representatives.
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General Information

How do the new EU rules intend to increase pay transparency and enforcement?

Access to justice
The new directive allows workers who experience gender pay discrimination to receive compensation, including back pay and
related bonuses.
» Burden of Proof: The burden of proof in pay discrimination cases shifts from the employee to the employer, who must
demonstrate compliance with EU rules on equal pay and transparency.

» Penalties for violations will be effective, proportionate, and dissuasive, including fines.
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General Information

Reporting requirements - Metrics

The reporting addresses pay differences between female and male workers both at the organizational level and
by worker categories and remuneration components

a) the gender pay gap

b) the gender pay gap in complementary or variable components

c) the median gender pay gap

d) the median gender pay gap in complementary or variable components

e) the proportion of female and male workers receiving complementary or variable components
f) the proportion of female and male workers in each quartile pay band

g) the gender pay gap between workers by categories of workers broken down by ordinary basic wage or salary
and complementary or variable components
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General Information

Reporting requirements — Timing

Key dates

June 2026 June 2027 June 2031

deadline for transposition first reporting for 2026 first reporting for

in national legislation data, for employers employers with 100 to
above 150 employees 149 employees

Reporting obliagations

* Every year: employers with 250 workers or more
* Every three years: employers with 100 to 249 workers

© 2025 KPMG Advisory Ltd., a Hungarian limited liability company and a member firm of the KPMG global organization of independent
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Advantages of Early Adaptation
01.

Regulatory Compliance:

KPMG

Organizations will need to comply
with the new requirements imposed
by national legislation on pay
transparency, following the
transposition of the EU Directive by
June 2026. Preparation is key.

Mitigating employee dissatisfaction
and reducing legal, financial, and
reputational risks.

02.

Competitive Advantage in the
Labor Market and Increasing
Employee Loyalty:

« Enhancing employer image and
attracting job seekers through
transparency, ethical practices, and
equal treatment.

* Having pay transparency can give
you access to a larger and more
appropriate talent pool and reduce
candidate screening time.

 Building trust and commitment
among employees, which can
decrease unsuccessful recruitment
efforts.

© 2025 KPMG Advisory Ltd., a Hungarian limited liability company and a member firm of the KPMG global organization of independent
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03.

Performance and Executive
Transparency:

* Implementing a transparent,
unified, and objective requirement
and performance evaluation system
can boost employee motivation,
leading to increased performance.

* Having a transparent and trust
based culture helps drive employee
productivity and engagement.

* Providing the leadership with
accurate, comparable, and
objective data about operational
activities, supporting planning and
controlling functions.

21



03

A (R B S

A5 EARETDE

Y

© 2025 KPMG Advisory Ltd., a Hungarian limited liability company and a member firm of the KPMG global organization of independent 22
member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved.



03

Preparation Strategies

for Compliance with the Pay Transparency Directive ‘
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PreparationStrategies for Compliance withthe Pay
Transparency Directive

01.

Understanding the Directive and
Monitoring Legislative Changes

It is essential to familiarize yourself with the
specific requirements and timelines outlined
in the Pay Transparency Directive to ensure
compliance. Staying informed about
legislative updates will help your
organization adapt to any changes and
maintain adherence to the directive's
stipulations.

02.

Evaluation and grading of jobs and
clarification of job architecture

The directive mandates that the value of
work be assessed and compared using
objective, gender-neutral criteria.
Organizations should undertake a thorough
evaluation of job roles within their structure
to define what constitutes "work of equal
value." It is crucial to ensure that job
descriptions and classifications accurately
reflect the roles and responsibilities
involved. Additionally, companies should
identify the categories of workers for whom
salary differences will be reported. This
evaluation will serve as the foundation for
establishing clear remuneration frameworks.

© 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.

03.

Development of Clear Salary
Structures and Remuneration
Policies

Organizations must establish transparent
salary structures based on job architecture
and market data, such as salary
benchmarks. Clear remuneration policies
should be developed, encompassing
aspects such as pay progression and pay
settings, including base salary, bonuses,
and benefits systems. These measures will
ensure equitable and consistent
compensation practices across the
organization.
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PreparationStrategies for Compliance withthe Pay

Transparency Directive

04.

Review and Documentation of Performance
Measurement and Evaluation Systems

It is essential to conduct a comprehensive review and ensure proper
documentation of performance measurement and evaluation systems.

This process is crucial for providing objective justification for decisions
related to compensation and career advancement, as well as for
comparing the roles and value of work performed by different
employees.

By establishing clear and transparent criteria, organizations can ensure
fairness and consistency in evaluating employee performance and
determining remuneration and professional development opportunities.

0%.

Analysis of Salary Differences and Identification of
Objective Reasons or Correction Strategies

Organizations should conduct a thorough review of current salary data
to assess the existing pay gap between men and women performing
the same work or "work of equal value.”

It is important to determine whether objective reasons for these pay
disparities can be identified and if sufficient data exists to explain salary
discrepancies based on objective, gender-neutral factors, such as
performance. Where necessary, corrective strategies should be
developed to address unjustified pay gaps.

m © 2025 KPMG Advisory Ltd., a Hungarian limited liability company and a member firm of the KPMG global organization of independent 27
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PreparationStrategies for Compliance withthe Pay
Transparency Directive

06 Additional considerations
|

* Review of Recruitment Processes and Documentation: It is

Communication with Employees and Job Candidates important to_thor_oughl_y review recrgltm_ent processes and
_ _ documentation, including the examination of digital
Companies must ensure that employees are well-informed about the platforms used in these processes. Ensuring that
remuneration policy, including the criteria used to determine base recruitment practices are efficient and compliant with
salaries, salary|progiesSICIEERERSESEEE, relevant standards is essential for attracting and retaining
It is advisable to evaluate whether managers are adequately prepared top talent.
to gli_scuss salary diff(_argnces with their tgams, potentially requiring - Handling of Sensitive Data: Organizations must prioritize
training and support in internal communication. the careful handling of sensitive data to protect employee
Additionally, it is crucial to ensure that employees have a clear privacy and maintain trust. Implementing robust data
understanding of how remuneration is determined within the protection measures is crucial in safeguarding personal
organization. information.

+ Compliance with GDPR Regulations in Data Management

© 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.
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Key tasks supported by KPMG

01.

Evaluation: KPMG collaborates
with relevant stakeholders to
understand the organizational
context, current workforce structures,
and identify areas impacted by
regulations. This comprehensive
evaluation helps in aligning
organizational practices with
regulatory requirements.

05.

Development of Reporting
Practices: KPMG defines
necessary metrics and indicators for
reporting, develops related
processes, internal regulations,
tasks, and responsibilities. We also
create a comprehensive database
and reporting dashboard, covering
tasks related to annual monitoring.

KPMG

02.

Diagnosis: We assess whether
workforce structures and related
processes need updates to comply
with the Pay Transparency Directive.
Key intervention areas are identified,
and the scope and priority of
necessary actions are evaluated to
ensure compliance and efficiency.

06.

Communication: We prepare
internal briefings and educational
materials for employees regarding
new performance measurement,
recruitment, compensation, and
reporting systems, regulations, and
processes. Additionally, we plan
external communication of the
results.

03.

Measurement: KPMG analyzes
job-specific requirements, evaluation
criteria, types and levels of benefits,
and conducts preliminary benefits
analysis, highlighting discrepancies
exceeding 5%. This measurement
ensures transparency and fairness in
compensation practices.

07.

Consultation: Throughout the
Entire Process KPMG provides
expert advice on transparency of
benefits and issues identified in the
client's payment practices, ensuring
compliance and addressing
challenges effectively.

© 2025 KPMG Advisory Ltd., a Hungarian limited liability company and a member firm of the KPMG global organization of independent
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04.

Identification of Action Areas:
We uncover pay differences and root
causes, compare them with industry
best practices, and develop a tailored
methodology based on proven
practices. This approach optimally
designs corrections across
compensation, processes, and
regulatory areas.
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Contacts

Sandor Roland Masashi Nomura
Senior Manager, B ML

Tax&Legal Advisory Director, Japanese Desk
M: +36703701813 M: +48 604 496 342

E: roland.sandor@kpmg.hu E: mnomural@kpmg.pl
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member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved.
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KPMG. Make the Difference.
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