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Locally applicabie regulations have changedin scope

2025

ESGActscope

Hungarian regulation

The number of companies required to

prepare ESG reports is significantly

reduced.

Public-interest large companies:

» Operating in sustainability-sensitive
sectors

* Revenue > HUF 90 billion

+ Employees > 500

SMEs:
* Removed from scope

ESG data request limitations:

requested until June 2027
* Medium-sized enterprises: voluntary

* Micro and small enterprises: cannot be
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june

2027

january

GSRD 2.0 scope

EU regulation

Wave 1 & 2 requirements

Both must be met:
> 1,000 employees
» EUR 450 million net turnover

Wave 3:
Listed SMEs on EU regulated markets are
removed from scope.

Wave 4:

Non-EU groups:

» EUR 450 million EU turnover

» EU branch or subsidiary with revenue
EUR 200 million
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Sustainability obligations remaina global focus

Many countries around the world have finalized or are currently developing sustainability reporting and ESG risk management frameworks.

CSDS

Canadian Sustainability
Disclosure Standards (mandatory)
for banks)

Mexico

SEC climate rule (Suspended)

Except: California climate disclosure law

El Salvador ~y,__Panama
Costa Rica

Bolivia

K
K

SDR

Sustainability
Disclosure
Requirements

Brazil: Brazilian Sustainability
Reporting Standards (CBPS)

KPMG

«’
Morocc’
raln

CSRD Corporate Sustainability Reporting Directive — EU Taxonomy
CSDDD Corporate Sustainability Due Diligence Directive — EU Green Deal

EU member
countries

= National ESG risk management regulations
Spain (Real Decreto 214/2025), France (Loi de
Vigilance), Germany (LkSg), Hungary (ESG Act),
Denmark (Arsregnskabsloven 99a), Switzerland (CO
and DDTrO), UK (Modern Slavery Act) Norway
(Apenhetsloven)

Uzbekistan
Klrglzstan

China: Chinese sustainability
reporting guidelines

Ghana Nigeria

Turkey

.’

55
Pakistan gl v

r ordan

UAE

Aaud| -Arabia

‘ ' Ethlopla

Ugand '

Ruanda % Senva
Tanzania

Zambia

Zimbabwe‘

A
South-Afrika &

Sri Lanka
() & Mala]sla

;;desh Hong Kong
Thallandb '

N\ #;

Singapure

Indonesia "~

Australia

India: Business Responsibility
and Sustainability Report
(BRSR)
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South-

’Korea Japan

.The Philippines
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South-Korea: Korean Sustainability
Disclosure Standards

Japan: Sustainability Disclosure
Standards (SSBJ Standards)

Australia: Australian Sustainability Reporting

Standards (ASRS) and Modern Slavery Act

ISSB implemented or formally .
approved

ISSB implementation .
planned

Voluntary ISSB adoption .

csrD [
Other .

+ ESG risk management
regulation &
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Climaterisks

@» Geopolitical fragmentation

<= Supply chain risks

Sustainability risks can be managed proactively

Climate Change

Europe has been warming twice as fast as the global
average since the 1980s, making it the fastest-
warming continent on Earth. Certain regions of
Hungary, especially the Great Plain, are warming even
faster, with impacts visible in droughts and extreme
weather events.

Infrastructure

The vulnerability of drinking water networks and energy
systems is not a future risk. At the current pace of
renovation, these systems are gradually weakening and
becoming less resilient to climate shocks.

Society

Climate change causes not only physical impacts but also

deep social disruptions. Water security, food security,
forced migration, demographic pressure, and erosion of
trust in institutions are placing growing strain on society.
These risks become internal security issues even before
their economic consequences become visible.

\ 4

¢ M

How the economy responds: k

~

Proactive approach

Organizations that identify and manage risks in time
gain strategic advantage, better access to financing
and greater flexibility. They set their own pace rather
than being forced by regulators or markets. Integrating
sustainability into decision-making is not an extra cost;
it is the foundation of long-term stability. It reduces
risk exposure, strengthens supplier and partner
relationships, and facilitates access to green
financing.

W

Awareness alone creates value,
irrespective of whether organizations
pursue a proactive or reactive

response. /

Al and IT risks

KPMG

R)CEESTSRIKAEREDT O—NLBBOSERETY ., BNEHERELET.

é Pandemic risks I]E Financial instability
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Reactive approach

Organizations that fail to prepare eventually face the
same issues, but with less time available, at higher
cost and fewer options. Regulatory pressure, financing
constraints, and market pressure tend to arrive
simultaneously, making reactive adaptation more
costly than planned action. The question is not
whether to address sustainability risks, but when and
under what conditions.
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ESGis not only acompliance issue

...but ESG is no longer only abo
- compliance

ESG performance and business operations are
increasingly influenced by real environmental and
climate risks.

The success of local ESG initiatives is now determined less by regulation and mor
sustainability and climate risks that affect their op

Compliance was the starting point...
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Dunakanyar kiszaradasat Mar csak tiz centiméter valasztja el a magyar
atomeromiivet a részleges leallastol
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https://www.vg.hu/vilaggazdasag-magyar-gazdasag/2026/07/termeskieses-hoseg-gabonatermesztok-orszagos-szovetsege
https://ng.24.hu/fold/2026/07/29/muholdkep-dunakanyar-duna-aszaly-szarazsag/
https://telex.hu/techtud/2026/06/27/idojaras-hokupola-hoseg-kanikula-magyarorszag-hungaromet
https://www.portfolio.hu/gazdasag/20260816/mar-csak-tiz-centimeter-valasztja-el-a-magyar-atomeromuvet-a-reszleges-leallastol-856584
https://hu.euronews.com/2026/07/04/spanyolorszagi-erdotuzek-2026-ban-a-szamok

Record Drought, falling Danube water levels, Paks shutdown
= Meni Q Keress telex LR | Miiholdképek mutatjdk meg a

Dunakanyar kiszaradasat Mar csak tiz centiméter valasztja el a magyar
atomeromiivet a részleges leallastol

H H H 1 MNATIOMAL
Climate risks in European and Hungarian News CEOCRAPC

Sk TUZOMENY MABAT

LOW DANUBE LEVELS IN HUNGARY

5ri el (850 hPa nyomusszml)
/4 3

Megosrtoma cikket & eUfO Alegfrissebb  Eurépa Vildg Business Utazis Mext Kult

“All experts agree that global climate change is Borzalmas hirt kiz3it a gabonaszovetség “The pl_‘lenomenon is not limited
contributing to the heatwaves affecting Europe. In the elndke: szinte Ssszesillt a biza és az srpa a 40> = = to Spain. Across the European
future, these heatwaves are expected to become more fokban - ,Nagyon komoly terméskieséssel Spanyolorszagi erdétiizek 2026- Union, the burned area has
frequent, longer-lasting, and more intense. Negative jell szamolnunk- - ban: aszamok already reached approximately
consequences include worsening natural disasters, as =S e e - 130,400 hectares, which is 16%
extreme heat intensifies drought conditions that - ) ,50 000 h ecta;r’r e above the average level for this
severely impact vegetation. Water supply issues are -« et - have b‘j” ned’c . ffeen major time of year.”
: = . wildfires have occurred

“in.the. qauntry so far.

already affecting several municipalities in Hungary.”

© 20264 KPMG Advisory Ltd.[&/N\ > H ) —DERBESHTHY . KPMGA 42—+ 3+ - Y STy FIREAREEZDA YR 11
TE)EETIRISELED T/ O—NILEBOSERETY, ENEHZZLET.


https://www.vg.hu/vilaggazdasag-magyar-gazdasag/2026/07/termeskieses-hoseg-gabonatermesztok-orszagos-szovetsege
https://ng.24.hu/fold/2026/07/29/muholdkep-dunakanyar-duna-aszaly-szarazsag/
https://telex.hu/techtud/2026/06/27/idojaras-hokupola-hoseg-kanikula-magyarorszag-hungaromet
https://www.portfolio.hu/gazdasag/20260816/mar-csak-tiz-centimeter-valasztja-el-a-magyar-atomeromuvet-a-reszleges-leallastol-856584
https://hu.euronews.com/2026/07/04/spanyolorszagi-erdotuzek-2026-ban-a-szamok
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ESGrisks are more relevantinexecutive decision making

Business relevant risk assessment

» Business operations differ across sectors, but ESG risks should
always be integrated into corporate strategy.

+ ESG risks can affect financing as well; the banking sector is
imposing increasingly strict expectations even for traditional
financing arrangements.

+ ESG risk management is not new, but its business relevance has
increased significantly.

Hungary's new government has stronger
environmental focus

* A new decision-making approach is emerging, with a growing
proportion of decision-makers in key positions possessing deep
professional expertise.

» A dedicated ministry has been established specifically for
environmental and climate-related issues (Ministry Responsible for
the Living Environment).

» Appointed leaders include climate policy experts, former
environmental NGO leaders, and senior executives from
international energy companies.

Local ESG risk management is becoming essential not only because of
regulation but also because of its direct business impact.
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Sustainability and climate policy now carry independent strategic weight
in governmental decision-making.
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