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Aboutthe evaluation

Context summary

The peat industry is continuing to
grow as a major economic force

The understanding of peat industry’s
broad socioeconomic impacts
remains limited

At the EU level, the peat industry is
critical supplier of raw materials for
sectors such as horticulture, food
production and forestry

EU’s strategy is to move towards
self-sufficiency and shorter supply
chains in response to climate change
and food security concerns

However, the EU and its Member
States are also pursuing emission
reduction targets, including
sustainable use of natural resources

KPMG

How does the peat industry
influence the socioeconomic
landscapes of Latvia, Lithuania,
and Estonia?

- What qualitative and quantitative
socioeconomic indicators
characterize peat industry?

— Which socioeconomic indicators
are possible to estimate based
on data availability?

- What is the estimated
socioeconomic impact of the
peat industry?

Mainresearchquestions Overview of the evaluation

Timeframe: 31.07. — 05.11.2024

Progress:

» Development of the methodology
has been completed, including the
key indicators, consultations with
industry stakeholders, and desktop
research and preparation

« Data gathering for prioritised
indicators has been finalized.
Surveys have been sent out in all
three countries

» The finalization of the evaluation
results will be done during October

* Preliminary results of the
evaluation are outlined in
today’s presentation



Global peat market growthis driven by agriculture industry and demand for
substrates, for which there are limited effective substitutes

Global peat market* size (BN EUR)?
* Peat market — Raw peat and peat products

Forecast

4.227-15.2%
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m4.22% Growth m15.20% Growth

The global peat market is
expected to experience steady
growth, with various forecasts
predicting growth ranging from
4.22% to 15.2% until 2030.

Sources:

Peat market growth, by type of use (2023-
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2024 I 2030 :

m2.70% CAGR m8.50% CAGR

Agriculture will remain the
primary market for peat, projected
to reach EUR 4 billion by 2030.
Growth in energy and other
applications is expected to be
minimal.

3.7% cacr

Global Berry Market”
(2024-2029)

5.97% cacr

Global Tomato Seed Market8
(2024-2030)

4.5% cacr

Global Cucumber Market®
(2024 — 2028)

5.3% cacr

Global Paprika Market10
(2019-2025)

The food market is
expected to grow until
2030 and substrates
will be essential in
meeting future food
demands.

Average proportion of peat in
substrates, Europel1!

Hobby
market

m Peat

Professional u Other

market

The proportion of peat
in substrates will
remain high, especially
for the professional
market.

1. KPMG Analysis, 2. Maximize Market Research — Peat Market Size, 3. Market Research Future — Peat Market Size, 4. Market Reports World — Peat Market Size, 5. Medium — Peat Market Size, 6. Global Market Estimates — Peat Market Size, 7. Mordor
Market Research — Global Berry Market, 8. Mordor Intelligence — Global Tomato Seed Market, 9. Research and Markets — Global Cucumber Market, 10. Grand View research— Global Paprika Market, 11. Peat replacement in horticultural growing media:

Availability of bio-based alternative materials (econstor.eu)
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https://www.maximizemarketresearch.com/market-report/peat-market/12125/
https://www.marketresearchfuture.com/reports/peat-market-1387
https://www.linkedin.com/pulse/peat-market-global-size-share-growth-research-7jo4f/
https://medium.com/@watsonmac944/peat-market-analysis-key-trends-growth-opportunities-challenges-key-players-end-user-demand-8112552393cb
https://www.globalmarketestimates.com/market-report/peat-market-3671
https://www.mordorintelligence.com/industry-reports/fresh-berries-market#:~:text=The%20Fresh%20Berries%20Market%20is%20expected%20to
https://www.mordorintelligence.com/industry-reports/tomato-seeds-market
https://www.researchandmarkets.com/reports/5659384/global-cucumber-and-gherkins-market-2024-2028?srsltid=AfmBOoqAn7nkLROKn40DGRW986VcN-H_dhLoHXgsimpPrqDx6QTYl5pL
https://www.grandviewresearch.com/industry-analysis/paprika-market
https://www.econstor.eu/bitstream/10419/253552/1/1797782533.pdf
https://www.econstor.eu/bitstream/10419/253552/1/1797782533.pdf

Baltic countries lead global peat exports withmarket focus on Europe, Asia,

andNorthAmerica

44%
of world’s total

exports come from
. Top
the Baltics? 111

Peat exported, M t. (2023)

Baltics 4,02 .
Germany
Canada
Netherlands
Ireland

Belgium

Sweden

Sources:

Average import volume 2019-2023, M t. 1

Share of

imports from

Baltics?
Netherlands 1,69 33% (Top 2)
United States 1,36 3% (Top 2)
Germany 0,95 63% (Top 1)
France 0,60 18% (Top 4)
Italy 0,56 44% (Top 1)
Belgium [N 0,54 39% (Top 2)
United Kingdom 0,51 13% (Top 3)

Poland [ 0,39

56% (Top 1)

China [ 0,37

88% (Top 1)

Canada 0,33

1% (Top 5)

Makes up 70% of the total volume of world peat imports

In the Netherlands there is a consensus on the

mining licenses could boost imports®.

importance of peat in the professional markets.

» China’s growing horticulture sector is driving
demand*, while in Germany, a ban on new peat

* United States’ rely on peat imports from Canada, with

demand expected to remain stable or increase?.

Considering EU’s strategic
goals deriving from the
European Green Deal, the peat
industry holds an
increasingly critical stake in
achieving them. For example:

European Green
Deal®

Farm to Fork
strategy ©

Help ensuring healthy, affordable
and sustainable food, reduce the
use of pesticides and ultimately,
help ensuring food security

------- EU Forest strategy”’

Contribute to ecosystem
restoration by recultivation and
planting forests in abandoned
i peatlands
: ... and more

1. International Trade Center and KPMG Analysis, 2. U.S. Geological Survey, Mineral Commodity Summaries, January 2023, 3. ‘Reducing substrates’ environmental footprint goes step by step’, 4. HORTI+ 03: China Now a Key Market for Peat, 5. Climate
Action Plan 2050: Principles and Goals of the German Government's Climate Policy. 6. Farm to Fork Strategy - European Commission (europa.eu) 7. Forest strateqy - European Commission (europa.eu), 8. The European Green Deal - European Commission

kPG
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https://www.intracen.org/resources/data-and-analysis/trade-statistics
https://pubs.usgs.gov/periodicals/mcs2023/mcs2023.pdf
https://aiph.org/floraculture/news/reducing-substrates-environmental-footprint-goes-step-by-step/
https://bio-grow.com/en/news/china-now-a-key-market-for-cocopeat/
https://www.bmuv.de/en/publication/climate-action-plan-2050-en
https://www.bmuv.de/en/publication/climate-action-plan-2050-en
https://food.ec.europa.eu/horizontal-topics/farm-fork-strategy_en
https://environment.ec.europa.eu/strategy/forest-strategy_en
https://commission.europa.eu/strategy-and-policy/priorities-2019-2024/european-green-deal_en
https://commission.europa.eu/strategy-and-policy/priorities-2019-2024/european-green-deal_en

[tisimportant to balance the Baltics' global dominance inpeatindustry and
local economic impact against political Shifts

Peatresources  Exportedpeat(2023) Companyrevenues Political direction

~1.2 million ha, Value?3: 148.44 th. Turnover 2019-2023 (M EUR)*  « Prioritization of peatland conservation,
containing 2.37 EUR (9% of global restoration of natural water regimes, and
billion tonnes of peat export value) by a4 6 ¥ prevention of degradation. Avoiding of further
peatl2, 95 drainage of mires.

Quantity3: 1275 th. t _ _ -
» Potentially reduced extraction opportunities

and higher compliance costs for the industry,

2019 | 2020 2021 2022 2003 impacting production and revenue®.

~0.65 million Value3: 256.32 th. Turnover 2019-2023 (M EUR)®  « National planning documents assume no

ha’ containing EUR (16% of global s 208 23 2% 217 annual increase in peat extraction volumes

1.7 billion peat export value) until 2030 and no increase in GHG
emissions®.

6
tonnes of peat °. Quantity3: 1888 th. t
2019 2020 2021 2022 2023

~0.65 million ha Value?: 104.2 th. Turnover 2019-2023 (M EUR)*  « Restoration of wetlands on arable peatlands,
containing 0.9 EUR (7% of global s s M6 e protecting permanent grassland cover, and
billion tonnes of peat export value) - promoting wetland conservation.

eatlo o * The use of peat in energy supply is set to
P Quantity3: 859 th. t decreasel?

2019 2020 2021 2022 2023

*Preliminary results of calculations
Sources
1. Sustainability Concept for Peat: Principles of Responsible Peat Production, 2. Peat (turbaliit.ee), 3. International Trade Center , 4. e-Ariregister, 5. General Part of the Environmental Code Act—Riigi Teataja, 6. Reserves and production (latvijaskudra.lv), 7. Bogs (www.latvijaskudra.lv),, 8. Firmas.lv, 9. Latvijas
Véstnesis (vestnesis.lv), 10. Peat is natural wealth of Latvia - Zelta, 11. Rekvizitai.lt. Jmoniy katalogas, jmonés (vz.It), 12. NATIONAL ENERGY AND CLIMATE PLAN OF THE REPUBLIC OF LITHUANIA 2021-2030
| 5



https://www.neova-group.com/wp-content/uploads/2021/01/7331-Sustainability_Concept_for_Peat_Estonia_1_0_28129.pdf
https://turbaliit.ee/en/peat/
https://www.intracen.org/resources/data-and-analysis/trade-statistics
https://ariregister.rik.ee/eng?
https://www.riigiteataja.ee/en/eli/ee/517062022003/consolide#:~:text=(1)%20A%20person%20whose%20right,claim%20with%20the%20administrative%20court
https://www.latvijaskudra.lv/en/statistika/krajumi_un_ieguve/
http://www.latvijaskudra.lv/
https://www.firmas.lv/
https://www.vestnesis.lv/op/2022/139.8
https://zeltazeme.com/peat-natural-wealth-of-latvia/
https://rekvizitai.vz.lt/
https://energy.ec.europa.eu/system/files/2022-08/lt_final_necp_main_en.pdf

Evaluatmn of the SOGIDBCOHOIHIC |m|Jact analv3|s entalls hOth [III’BCt aml
Indirect effects frrompeatindustry |

The multidimensional approach used in evaluation is intended to form a deeper understanding of the economic, social,
environmental, and governance dimensions. KPMG has created a methodology with up to 17 quantitative and

qualitative indicators corresponding to them*:

01 02

Economic Social

Contribution to economy, Employment, income
including taxes, economic generation, poverty and
impacts on related industries demographic shift mitigation.

Cooperation with local
communities

*Preliminary results included in this presentation cover 11 of the indicators

KPMG

03

Environmental

Sustainability efforts,
including approaches to

sustainability, reclamation,

and environmental
certifications

04

Governance

Access to advanced
technologies and expertise,
contributing to research and
innovation.



ECONOMIC

Peatindustry enhances regional and national economies through tax
contributions (excluding VAT) to state and municipal budgets

Estonia’

Municipal
Natural Resource Tax* - 10 1 M EUR
]

Corporate Income Tax* -
Personal Income Tax* Contribution from 4 tax indicators

Social C ibuti E . . .
WO”S— estimated in the evaluation thus far*

Latvia?

Municipal
Natural Resource Tax* 322 M EU R
]

CorporatelncomeTaxt = = = 3215
Personal Income Tax* 2130 6914 Contribution from 4 tax indicators

WO”S— estimated in the evaluation thus far*
ota

Lithuania?
Natural Resource Tax* - 24 8 M EUR
Corporate Income Tax* - [

Sesonatincome T i Contribution from 4 tax indicators

Municipal

Social Contributions*

— estimated in the evaluation thus far*

* Calculations in millions of EUR. During the further evaluation KPMG will also consider the impact from Immovable property taxes and rent paid, however the full dataset will be collected in further steps of the evaluation
Sources: 1. e-Ariregister, 2. Firmas.lv, 3. Rekvizitai.lt. J[moniy katalogas, jmonés (vz.lt),

© 2024 KPMG Baltics SIA, a Latvian limited liability company and a member firm of the KPMG global organization of independent member firms Document Classification: KPMG Public | 7
affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved


https://ariregister.rik.ee/eng?
https://www.firmas.lv/
https://rekvizitai.vz.lt/

ECONOMIC

The peatindustry of Baltic countries contributes to empowering other
Industries inthe upstreamoperations bothlocally andinternationally

The peat industry's operational needs lead to outsourcing and contracting of many services both locally and internationally.
This allows to observe and make qualitative assessment of the secondary economic impact of the industry to these sectors
through economic activity (and as a result, also job creation)?.

Estonia? Latvia? Lithuania?

Average Average Average Average
amount amount spent amount amount spent
: : No. Industry : :
spent locally internationally spent locally internationally
(th. EUR) (th. EUR)) (th. EUR) (th. EUR))

Average Average

amount amount spent
spent locally internationally

(th. EUR) (th. EUR))

No. Industry \[o} Industry

- Letlsiles 500 — 1 000 50 - 100
Comanles

. Machmgry repair 145 _50p :
companies
Fuel trading > 1000 100 - 500

1, Machinery 500-1000 100 - 500 . Machinery repair 54 _goq 50 - 100
| suppliees T TR companies

Inland transport 40, 509 500—1 000 . Machinery 100 - 500 100 - 500
companies suppliers

Electricity 0-50 i . Packaging 50 - 100 500 - 1000

|~ producers 00000000000 companies
Insurance 0-50 <50 ~ Insurance
companies companies
Machine 50 - 100 10 - 50 Inland transport

" __repairers " companies

3. .
companies

Packaging 100 - 500 :
" __companies

Nl 100 - 500 50 - 100
producers

Pallet
6. manufacturing 500 -1 000
companies

7. Banks 100 - 500

g, edEinos 100 - 500 -
Comanles

<50 <50

<50 <50

6. Port services 0-50 Logistics <50 100 - 500
0000000000 ' _companies

100 - 500 Fuel trading 100 - 500
. " companies
Packaglrlg 0-50 Electricity
companies " _producers

Fuel trading
companies

<50

2. Preliminary survey results (31 responses, collected until 16.09.2024)



SOCIAL

Peatindustryis driving economic growththroughjob creation, competitive
wages, and VAT contributions from employee spending

The peat industry contributes to regional development by creating jobs and offering competitive pay, in comparison to other
important industries outside of major cities (agriculture, forestry, mining and quarrying). Higher income gives the workers more
disposable income that is spent on consumer goods, thus allowing to evaluate potential expenditure on consumer goods and

Value Added Tax paid in governmental budget?!.

|  Estona__ | latva__ |  Lithuania |
Industr Average wage in 2023 Average wage in 2023 Average wage in 2023
y (Gross, EUR) (Gross, EUR) (Gross, EUR)

Peat industry2 1791 1568 1787
Agrl_culture (Crop and qnlmal pr_o_ductlon, 1422 1297 1715

hunting and related service activities)

Forestry (Forestry and Iogging)3 1667 1748 1686

Mining and quarrying3 1941 1703 2 081

Total average (All industries)3 1832 1537 2010
Employees in peat industry 815 2 331 2574

VAT contribution per employee in peat 3535 3035 3359

industry, annually (EUR)

Estimated VAT contribution from 9 SMEUR 71 MEUR 8.6MEUR

employees in peat industry

e-Ariregister, Firmas.lv, Rekvizitai.lt. Jmoniy katalogas, jmonés (vz.It); 3. National Statistics Data bases of Estonia, Latvia,

Lithuania

EHZE |9


https://ariregister.rik.ee/eng?
https://www.firmas.lv/
https://rekvizitai.vz.lt/

SOCIAL

Thejobs created by peatindustry companies offer wages similar to most
highly developedregions, despite operating further from them

Average wage
10.1 in peat industry

2057 I 1495 1490

Northern

Southern Central  Northeastern Western
mmmm Average wage (Gross, EUR)

=== Jnemployment rate (%)

Breakdown of extracted peat by Estonian statistical
regions (2023)!

15% 6%

Northern Northeastern
43% 12%
Western Central
24%
Southern

Average wage
in peat industry

1706I1505I1306I1293I1242

Riga Pieriga Kurzeme Zemgale Vidzeme Latgale

mmmm Average wage (Gross, EUR)

=== nemployment rate (%)

Breakdown of extracted peat by Latvian
statistical regions (2023)2

32%
17% 5% Vidzeme

Kurzeme 28% Pieriga

Zemgale 18%

Latgale

15.0 Average
wage in peat

11.9 industry
10.3 11 10.8
2115I1897I1783I1645I1599|1593 15231503 1497 @M 1488

) ) 5 & 7P & @
~\<“ (‘ & & 0\ @ \%\ @ @ Qo
A\ \l_‘b {Sb\Q <& o be(‘eﬁ v < N (g\,@é‘

mmmm Average wage (Gross, EUR) —®— Unemployment rate (%)
Breakdown of extracted peat by Lithuanian statistical
regions (2023)3
8% 0 0

0/  TelSiai 21/’ 9/)
20/" Sjauliai ~ Panevezys
Klaipeda 5%

13 lfages 15% Utenos
9%

Kaunas
Vilniaus

1%

Alytaus

Peat extraction is located in regions, where unemployment, low wages, and poverty risks are more prevalent. At the same time,
data analysis show that wages in the peat extraction industry are above the regional averages, making it an important factor in
reducing these socio-economic challenges in those regions

Sources: 1. Krdjumu bilance (lvgmec.lv), 2. koondbilanss 2023.pdf (maaamet.ee), 3. ‘Naudingujy iSkaseny gavyba 2019-2023 metais - Lietuvos geologijos tarnyba prie Aplinkos ministerijos (Irv.It)

KPMG
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https://videscentrs.lvgmc.lv/lapas/krajumu-bilance
https://geoportaal.maaamet.ee/docs/geoloogia/koondbilanss_2023.pdf?t=20240613135444
https://aiph.org/floraculture/news/reducing-substrates-environmental-footprint-goes-step-by-step/
https://lgt.lrv.lt/lt/naujienos/naudinguju-iskasenu-gavyba-2023-metais/

SOCIAL

The presence of peatindustry companies inregions provide benefits tolocal
community development

Joint projects/initiatives carried outin
cooperationwithlocal authorities'

* Infrastructure projects
» Revitalization projects

+ Unemployment mitigation projects

Sponsorship/donationinitiatives
(Support for education, culture, sport,
socialetc.)!

Sports
» Education
» Events / Culture
» Charity activities

Source:

1. Preliminary survey results (31 responses, collected until 16.09.2024)

KPMG
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Best practice examples:

As part of the project, a municipality-owned road was
reconstructed in Latvia, and a degraded area of 4.6
hectares was revitalized. The total investments in the
participating companies reached 4 million, resulting
in the creation of 19 new jobs.

Best practice examples:

Over the past five years, Latvian company has
contributed between €500 and €30,000 to various
regional projects, including donations to schools,
local sports clubs, and social welfare
organizations. These targeted investments aim to
foster sustainable development, create new job
opportunities, and enhance the well-being of local
communities.



ENVIRONMENTAL

Recently, anincreasing number of peatindustry companies in the Baltics are
strengthening their sustainability throughkey certifications

Understanding and managing the environmental impact of the peat industry is crucial for maintaining market access, meeting
regulatory requirements, and enhancing the industry’s sustainability reputation. Key certifications help to position the peat industry
as a responsible supplier, supports long-term viability by protecting natural resources, and aligns with growing consumer demand
for environmentally friendly products?: 2.

Certificate DescriptionS’4 Impact3’4 NO o 5
certificates

 The RPP certificate is a sustainability standard that ensures peat extractionis
conducted responsibly, minimizing environmental impact. Its objectives are to .
romote sustainable production practices, conserve biodiversity, and require appegllng.t.o consumers e ve}lue
b ' ' sustainability and builds trust with partners. It

'; the restoration of peatlands after extraction. . o
: : D , . o contributes to the long-term viability of the 13
+ Companies with RPP certification adhere to strict environmental guidelines eat industrv by alianing companies with
responsibly produced peat and engage with local communities, demonstrating a commitment to pea y by aligning P .
: : environmental regulations and promoting
environmental stewardship.

* Issued by Foundation Responsibly Produced Peat (a non-profit organization) TSRl o2 [0 B3 MEMEREmE Tt

RPP certification enhances market access by

* The RHP certificate is an international quality mark that guarantees peat- L "
: . . . ) RHP certification enhances competitiveness
based growing media meet high standards essential for professional . :
by meeting the demands of professional

horticulture. It ensures product quality, safety, and performance, providing o

. . growers and building customer trust. It

substrates that optimize plant growth and yield. strenathens a company's reputation b 11
+ Companies holding the RHP certificate implement rigorous quality 9 banys rep y

o = : : differentiating it from competitors and
management systems and maintain product traceability to deliver reliable . )
: . contributes to agricultural advancement
growing media to the global market.

* Issued by Regeling Handelspotgronden (a non-profit organization) BN S PEel Sl GUENE

5. Preliminary survey results (31 responses, collected until 16.09.2024)


https://helda.helsinki.fi/server/api/core/bitstreams/8cb4cf9c-627d-40cb-a71e-23d4b4dfa651/content
https://www.mdpi.com/2071-1050/7/6/6376
https://www.mdpi.com/2071-1050/7/6/6376
https://www.responsiblyproducedpeat.org/en/rpp-doesn%27t-require-rhp
https://www.rhp.nl/en/home

GOVERNANCE

Peatindustry companies across the Baltics are actively participating inR&D
activities, which helps to build public trust and develop new approaches

Contributiontoindustry development’

Investment in research and development (R&D)
» Environmental and ecological studies

* Product development and expert consultations

» Demonstration sites for applied research

In addition, there are awareness-raising, education and
public relations campaigns carried out

Research!’

Research partnerships with academic institutions

« Environmental and conservation efforts («Wetlands
Restoration and Protection Foundation»)

+ Academic and research institutions

« Student and educational engagement

In addition, there are publications and articles produced
in collaboration with academic institutions

Source:

1. Preliminary survey results (31 responses, collected until 16.09.2024)

KPMG

Best practise example:

«Establishment of "demonstration plots" for the study of
scientific processes» in Latvia and «Investigation of product
characteristics» in Lithuania

Best practice example:

«Visits to peat extraction sites for schoolchildren, local
communities, NGOs, etc., to learn about the peat extraction
process in both production and environmental contexts» in Latvia
and «Presenting the company's activities to communities,
educational and scientific institutions» in Lithuania

Best practice example:
Collaboration with students on Bachelor Thesis’ in Latvia

Best practice example:

Presentation "Sustainable Management of Peat Bogs" at
the 82nd International Scientific Conference of the
University of Latvia.



Conclusions

KPMG

01

International role

The international trade data
and forecasts highlight the
critical role of Baltic
countries in the stable
functioning of the peat

industry market, as well as
viable use of peat resources
in food production and other
purposes

Direct impacts

The estimation of
guantitative economic and
social Indicators
demonstrate evidence that
peat industry companies in
Baltic countries contribute
several millions of EUR to
national economies

© 2024 KPMG Baltics SIA, a Latvian 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.

Indirect impacts

The collected evidence of
qualitative indicators
confirm that peat industry
companies in the Baltics
take increasing role in
supporting local
communities, achievement
of sustainability goals, as
well as higher investments
in research and
development activities

Document Classification: KPMG Public | 14
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Thank You!

Kristaps Kovalevskis

KPMG Manager
Advisory, Management Consulting

M: +371 28447273

E: kkovalevskis@kpmg.com
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