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CarbonBoarder Adjustment Mechanism (CBAM)

Date
15t Oct. 2023

.|
s 13"

Key timeline

Start of Transitional phase, i.e. quarterly reporting
embedded CO2 and the CO2 price paid in the goods
country of origin.

iron and steel cement fertilisers 1st Jan. 2025

Start of application for authorized CBAM declarant

1st Jan. 2026

Start of definitive regime

31st May 2027

The first CBAM declaration for Y2026

-2030

All EU-ETS sectors to be covered by CBAM

- 2034-

aluminium hydrogen production electricity

Emission calculation method for reporting

 Embedded emissions in goods other than electricity shall
be determined based on the actual emissions from July

2024.

Abolishment of Free allowance in EU-ET

Potential extension CBAM goods

Downstream products

Embedded indirect emissions
Embedded emissions in the transport
Other goods at risk of carbon leakage
Other input materials (precursors)
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© 2025 KPMG Advisory Ltd., a Hungarian limited liability company and a member firm of the KPMG global organization of independent member firms affiliated with
m KPMG International Limited, a private English company limited by guarantee. All rights reserved. 3



EUDeforestation Regulation(EUDR)

Who
Purpose_s _ * Operator: Importers, exporters, first producers
* To avoid deforestation and forest

N of the commodities in EU
degradation in the EU and globally — A\ /\ dael

Trader: Intermediaries after an operator in

; Redu_c_e carbor? Rl et least supply chain of the commodities in EU
32 million metric tones a year
EUDR Due Diligence

1) Collection of information

Commodities subject to EUDR 2) Risk assessment
Commodities Major products 3) Risk mitigation measure
Cattle Beef and leather

Cocoa Beans, shells, cocoa butter J \/ \ Penalty (inter alia)

and chocolate Up to 4% of revenue in EU

Coffee Beans, husks Important dates

Rubber Tyres, transmission belt, other 318t Dec. 2020 “Deforestation Free” = produced in a land without
rubber products deforestation and forest degradation after the date

Soya Beans flour, beans oil 29t Jun. 2023 Enforcement of EUDR

Oil palm Palm oil, nuts, seeds 30" Dec. 2025 DD obligation for operators and large traders

Woods Furniture, paper 30t Jun. 2026 DD obligation for micro and small sized undertakings
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0GA

The EU Commission announced that they will propose to limit the scope of CBAM reporting, i.e. a reporting threshold
(based on CO2 emission) will be introduced, which will limit the scope of the CBAM reporting. Given that the threshold
and de minimis exception will be based on the actual CO2 emission data, economic operators will have to review the
CO2 emission related to their imports in order to establish whether they may fall under the scope of CBAM or not.

In the meantime, the EU Commission published its proposal related to the de minimis threshold. To sum up, the EU
Commission proposed a 50 tonnes threshold, i.e. CBAM will be only relevant, for those economic operators, who import
more than 50 tonnes of CBAM goods in the given calendar year. The proposal is still pending, it must confirmed on an
EU-level.
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0GA

The general experience is that the data necessary to calculate the actual emissions is problematic to collect, i.e. the
whole production route must be considered, alongside with the relevant precursors (e.g. direct emission incurred per the
steal ingots should be considered for the emission data of steel screws manufactured from the steel ingots).

The difficulties were noted by the EU Commission, and they issued a guideline back in August 2024. Basically, the
guideline acknowledged that the actual emissions data is difficult to gather, and no penalty should be levied per
economic operators, who are unable to report the actual emission data, but tried to gather the data in good faith,
diligently and in line with the CBAM regulation.

Consequently, it is advised to involve professionals who understand the CBAM regulation per the communication with
third-country suppliers regarding the collection of actual emission data.
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0GA

The extension to iron, steel and aluminum downstream goods is expected, a public consultation with EU
stakeholders was held already in 2024.

Studies and consultations are underway to prepare a methodology for indirect emissions calculation. The main
findings are expected before the end of 2025.

Currently not covered by the CBAM, the final aim is to consider such CO2 emissions for CBAM reporting as well.

E.g. CO2 emission resulting from shipping is now covered by the EU Emissions Trading System (ETS), and the
CBAM is intended to phase out the ETS (by 2034 at the latest).
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0GA

Refineries, the chemical and paper sectors, glass, ceramics are generally considered as CO2 emission extensive
industries. The latest EU Commission announcement explicitly referred to refineries, the chemical and paper sectors.

The list of relevant precursors (e.g. sintered iron for smelted iron ingots) is available. The related direct emission must
be considered for the CBAM obligation of the finished goods (including emission resulted from the heating and cooling
performed during the production).

Indirect emission related to the precursors (e.g. CO2 emission per the electricity used for the production of the
precursor) is currently not reportable.
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0GA

Generally, no, no operator will be exempted from the EUDR (including micro, small or middle sized operators).

The obligations of middle and small sized traders will be limited, they will be required to gather and record basic
information per the transactions (e.g. reference number of the DDS, basic data of the supplier, etc.). Regardless, they
must remain vigilant and report if they suspect that the previous DD was incorrect.

Those companies are considered as large traders, which fulfilled 2 of the below conditions on 31 December 2020:
* balance sheet total: EUR 25,000,000
* netturnover: EUR 50,000,000
« average number of employees during the financial year: 250
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0GA

Operators:
» first producers of EU goods;
» exporters of goods from the EU;
« importers of goods (who will supply them on the EU market or use them for own business purposes);

« entities who process EUDR goods (which previously were subject to DD) into different EUDR goods (e.g. falling
under different customs tariff code) and then supply these goods on the EU market or export them;

Traders:
- entities who supply EUDR goods (which previously were subject to DD) on the EU market;

Generally, the obligations applicable for operators are applicable for traders as well. However, if the EUDR goods were
previously subject to DD, then the EUDR offers a simplification, i.e. the DD does not have to be carried out again, the
reference number of the previous DD statement may be referred by the trader. Consequently, the trader will not be
required to carry out the DD again.

However, they retain all liability per the correctness of the previous DD and must ascertain that the previous DD is in line
with the EUDR. In addition, they are required to submit a new DD statement per the supply fulfilled by them.
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0GA

Based on the industry feedback, the EU agreed that further time is necessary for businesses to prepare for the
obligations introduced by the EUDR, i.e. implement framework procedures, IT developments and gather information from
third-country suppliers necessary for the fulfilment of the EUDR obligations.

Generally, the information collection process may be centralized. However, based on the currently available
interpretation of the EU Commission (responsible for the EUDR on EU level), economic operators and traders will be
required to fulfil the EUDR obligations on their own and in their own name, i.e. they will have to implement the necessary
processes, submit the DD statements and exercise DD.
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0GA

Extensive set of data is required, the most important will be the geolocation data related to the place of production of the
concerned goods (i.e. basically the coordinates — in a predefined format and specification — of the plot of land where the
goods were produced). The deforestation free nature of the concerned goods will be also checked by the EU via satellite
images; thus the geolocation data may be considered as the most important.

Besides the geolocation data, the relevant information of the whole supply chain must be retained, e.g. basic information
of the transporting and processing (i.e. entities, which processed the goods before they entered the EU) companies.
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