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Introduction

The clock is ticking for companies
as the mandatory Corporate
Sustainability Reporting Directive
(CSRD) reporting deadline
approaches for many.

While each organisation faces
unique challenges in preparing,

a common concern centres
around financial materiality and
its intersection with sustainabillity.

CSRD: Focusing on the financial

This article delves into the
key pressure points causing
anxiety for companies:

Data availability:
Meeting the stringent data
requirements of the CSRD.

Subjectivity:

Navigating the complexities
of subjective assessments
and estimations within
sustainability reporting.

Value Chain Intricacies:
Addressing the challenges of
gathering sustainability data
across complex value chains.

We'll provide actionable,
CSRD-aligned tips to help you
overcome these hurdles and

highlight best practices for
reporting on financial materiality
with clarity and confidence.




The context

The Corporate Sustainability Reporting
Directive (CSRD) was created as a
response to the growing investor need
for sustainability related information
from companies.

The CSRD adims to drive accountability
and comparability across sustainability
reporting, combatting the alphabet
soup of sustainability frameworks

and disclosures.




S0, who does it impact?

Many companies will be required to report
against CSRD as early as next year, with the
deadline extending out to 2029 for non-EU
companies with substantial activity in the EU.

50,000 > 10,300 > 1,183

European companies are non-EU companies are expected of those are within the UK
anticipated to fall under to be subject to the CSRD

the remit of CSRD
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What’s the temperature?

Whilst many companies are
recognising the benefits...

34% %81%

agree that integrated . of companies not
financial and ESG/ subject to the CSRD
sustainability data : still intend to comply.

enables better
decision-making
that can improve a
company’s financial
performance.

. wlorkiva

2024 ESG Practitioner Survey

workiva

2024 ESG Practitioner Survey
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. workiva

2024 ESG Practitioner Survey

... they are also facing
challenges along the way:

81% 59%

. of practitioners find . of survey respondents
. collaborating across . cited data availability

. departments involved . and quality as the

. In sustainability . toughest challenge for

. reporting challenging . CSRD reporting.
. with 25% finding f
. it very challenging.

.
pwe

: 2024 Global CSRD survey

Only 20%

. of the companies

. required to report in

. 2025 have validated

. the availability and

. completeness of data
. for their disclosures.

&
pwe

2024 Global CSRD survey

© Design Bridge and Partners



Double materiality

§) CSRD: Focusing on the financial © Design Bridge and Partners



Whatis it?

A core component of CSRD is
the concept of double materiality.

This requires companies to
identify the sustainability issues
that are financially and/or impact
material to their business.

This is presenting fresh
challenges for companies,
particularly when it comes
to financial materiality.

"’ CSRD: Focusing on the financial

ASIDE IN\

Double @?)

materiality %

Company Planet
& society

\"\'SIDE OV‘
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Whatis it?

ooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo

Financial > A sustainability matter is financially Financial effects could cover a
e I material if it triggers or could company’s development, financial
materlallty reasonably be expected to trigger position, financial performance,
material financial effects on cash flows, access to finance
a company. or cost of capital over the short,

medium or long-term.

ooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo

Impact A sustainability matter is material These can be actual or potential,

materi ality > from an impact perspective positive or negative impacts, and
when it relates to a company’s should be considered over the
material impacts on people or short, medium and long-term.

the environment.

ooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo
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Financial materiality
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The context

While finance teams possess
deep expertise in financial
materiality for traditional
reporting, applying this lens
to sustainability has proven
challenging.

This difficulty is often
compounded by siloed
organisational structures,
where knowledge gaps

In sustainability and ESG
principles are prevalent.

As companies strive to bridge

the gap between sustainability

and finance, several common
roadblocks are emerging.
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A

1%

of survey respondents
in 2023 said three or
more internal teams
were involved in

their company’s ESG
reporting processes,
this year that increased
to 78%.

workiva

2024 ESG Practitioner Survey

Subjectivity
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The pinch points

The CSRD guidance outlines that: “If the
undertaking cannot disclose the information
prescribed ... because it has not adopted the
respective policies, implemented the respective
actions or set the respective targets, it shall
disclose this to be the case and it may report a
time frame in which it aims to have these in place.”

Data availability

Break down silos by encouraging knowledge
sharing between sustainability, finance, and wider
teams. This integrated approach will strengthen
data collection processes and ensure a unified
understanding of materiality.

Focus on reporting metrics where data is readily
available and be upfront about any limitations
or data gaps. Transparency builds trust with
stakeholders and demonstrates a commitment
to continuous improvement.

“®
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The pinch points

The CSRD guidance outlines that: “The use
of reasonable assumptions and estimates is
an essential part of preparing sustainability-
related information and does not undermine
the usefulness of that information, provided
that the assumptions and estimates are
accurately described and explained.”

Subjectivity

Maintain meticulous documentation of all assumptions,
estimates and methodologies employed throughout the
materiality assessment. Clearly articulate these within

your reporting, emphasising transparency where subjective

judgment was necessary.

While the CSRD allows for estimates, these must be
well-founded and defensible. Engage SMEs to ensure the
accuracy and credibility of your estimates, strengthening
your reporting’s resilience to scrutiny.
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The pinch points

Value chain

13

CSRD: Focusing on the financial

The CSRD guidance outlines that: “Where the undertaking
cannot collect the information about its upstream and
downstream value chain after making reasonable efforts to
do so, the undertaking shall estimate the information to be
reported about its upstream and downstream value chain,
by using all reasonable and supportable information, such
as sector-average data and other proxies.

Given the greater leniency applied by CSRD in
the first 3 years of reporting, companies should
use this as an information gathering opportunity
to establish a more interconnected network along

the value chain.

ldentify why certain information isn’t available
and how you plan to obtain this information in
the future.

© Design Bridge and Partners



Financial materiality
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Best practice reporting

We have reviewed over

20 different European

companies to identify

where there are areas for Ambiguous . Vague materiality . Opaque . Opportunity
improvement in reporting timelines: : thresholds: . processes: . vs risk:

on financial materiality 5 5 5

and also see who is

showing signs of best

practice in this area.

CSRD: Focusing on the financial © Design Bridge and Partners




Best practice examples

Arla identifies up front the
limitations of its financial
materiality assessment,
acknowledging its use

of qualitative rather than
quantitative thresholds for
assessing financial impact.

Full report see here

“For assessing the size
of the potential financial
impact, proxies used
qualitative thresholds
due to the immaturity of
quantifiable thresholds...

...Qualitative thresholds
used for the double

materiality risk and
opportunity assessment
are not necessarily

the same thresholds
used in the global risk
assessment.”

Arla Annual Report 2023, page 32
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SUSTAINABILITY STATEMENTS

General information

Materiality assessment /

MATERIALITY
ASSESSMENT

H Material issues (threshold 3+)

F. Food safety

AW Animal welfare

E1. Climate change

E4. Biodiversity and nature

ES5. Resource use and circular economy
51. Own workforce

S2. Workers in the value chain

54 Consumers and end-users

G1. Business conduct

Not material issues

E2. Pollution

E3. Water and marine resources
53 Affected communities

Link to the topics included in the
European Sustainability Reporting
Standards (ESRS)

assessment
ropean

(ESR5 1 and 2).

materiality assessment
ost important stake-
-related impacts, risks
this, we first identified
by Arla's business
who use the

al institutions,

IN 2023, WE CONDUCTED A DOUBLE MATERIALITY
ASSESSMENT TO MAP AND GAIN A DEEP
UNDERSTANDING OF OUR MOST MATERIAL
IMPACTS ON PEOPLE, THE ENVIRONMENT (IMPACT
MATERIALITY) AS WELL AS BUSINESS RISKS AND
OPPORTUNITIES ARISING FROM SUSTAINABILITY
TOPICS (FINANCIAL MATERIALITY).

to evaluate the impacts, risks and
opportunities related to sustainability. aligned with ESRS.
The double materiality assessment

Standards (ESRS) to be material. except for material topics following the
for three. The materiality threshold. methodology for our assessment.

A double materiality assessment is a as indicated in the matrix on a one to ‘we recognise our existing water and
strategic and comprehensive approach five scale, was set at an average score pollution footprint as well as our impact
above three. The topic names listed are on communities. Therefore, we have
included disclosures on our key impacts
and, where applicable, metrics that are
determined all topics stemming from Although water, pollution and affected relevant to our stakeholders. Water

the European Sustainability Reporting communities fell under our threshold withdrawal is reported in the biodiversi-
ty and nature chapter as water is a vital
element for sustaining biodiversity.

v o o INTRODUCTION PERFORMANCE REVIEW RISKSAND OPPORTUNITIES SUSTAINABILITY STATEMENTS

Materiality assessment /

@ e General information

@ Pmcessand metrics reLah—ed(mh;mmmenﬁﬁ/[ng \r:tpacids,
proxies conside: own impact an
impacts lting fi busi lationshi

a MATERIALITY Aerertiing e, prosies scorethe vty f
impacts, taking their scope, scale and irremediability
ASSESSMENT

into consideration. Risks and opportunities were
scored based on their likelihood of materialising and
their potential financial impact on Arla.

For assessing the size of the potential financial

inability risks (see a detailed iption of such
risks and opportunities on pages 43-44).

During the process of developing our strategy. our
Executive Management Team (EMT) and Board of
Directors ensured that the opinions and concemns
of key stakeholders were considered. Farmers are
involved in reviewing our strategy through various
meetings and forums.

kipg Standards (ESRS 1 and 2). impact, proxies used qualitative thresholds due to As part of the strategy development, relevant targets
%grial impacts, risks and the immaturity of quantifiable The risk ing material inability topics were set
ind assessed. and opportunity assessment for the purposes of and approved by the EMT.

establishing double materiality is. for now, separate
from Arla's overall Enterprise Risk Management

into consideration. Risks and opportunities were Ngssessment  process Qualtatie thresholds used fo the double

y X - sty ake- materiality risk and opportunity assessment are not
scored based on their likelihood of materialising and pecessaly the sae bresfiobls used I the plobat.
their potential financial impact on Arla.

risk assessment presented on pages 25-27.

To ine the i ality of each

ty-related topic, an average of all the impact scores,
Dand separately an average for all the related risks and
oportunities, were calculated. If a topic had both

k and opportunity associated, only the higher

For assessing the size of the potential financial e oppetuniy st cr e i
impact, proxies used qualitative thresholds due to A pgKere e e maes

the immaturity of quantifiable thresholds. The risk add assessment _

and opportunity assessment for the purposes of and app f“:f‘:ﬁi"{"f“:f:ﬁ;
establishing double materiality is, for now, separate etk okl
from Arla's overall Enterprise Risk Management Further,

process. Qualitative thresholds used for the double

materiality risk and opportunity assessment are not
necessarily the same thresholds used in the global
risk assessment presented on pages 25-27.

validation of impact, risk and

ocratic setup makes it possible to
pcute strategies in close collabora-
ers and most important suppliers
f —the farmers.

fs sustainability pillar 'Stronger People,
was built together with our farmer
ftrong focus on pursuing material
elated opportunities while mitigating

To determine the materiality of each sustainabili-

ty-related topic, an average of all the impact scores, OI_
and separately an average for all the related risks and P

Further, the materiality assessment is taken into
consideration during the strategy update process.
Read more in the environmental and social sections.

GENERAL ACCOUNTING
POLICIES

The sustainability statements on pages 28-86
encompass Arla's reporting on Environmental, Social
and Governance (ESG) matters. Starting from 2025
on, Arla will be obliged to adhere to the European
Sustainability Reporting Standards (ESRS) as per the
new EU Corporate Sustainability Reporting Directive
(CSRD) that came into effect in early 2023. To
proactively meet these requirements, we revised the
repart structure and content to ensure better align-
ment with the ESRS requirements. For a detailed
overview of all the ESRS disclosure requirements
addressed in the report. please refer to page 154.

Other reporting standards

The sustainability statements include statutory
reporting on Corporate Social Responsibility (CSR) in
accordance with section 99a of the Danish Financial
Statements Act. Read more on page 10 (business
model), pages 43-44 (climate-related risks) and pag-
es 28-86 (policies. actions, management systems,
key ESG figures and expectations for the future).

Our statutory statement on section 99b regarding
diversity on the Board of Directors and management
can be found in the statutory reporting for each enti-
ty subject to this regulation. The target and progress
for the gender diversity of the Board of Directors and
management of the Arla Foods Group are disclosed

in this report on pages 61, 66, 77 and 86. Our
statutory statement on section 99d regarding data
ethics can be found on page B5.

In 2022, we disclosed our climate-related risks

and opportunities according to the Task Force on
Climate-Related Financial Disclosures' (TCFD) recom-
mendations for the first time. Climate-related risks
and opportunities are now described in the climate
change and animal welfare chapter on pages 43-44.

An overview of progress towards the UN Sustainable
Development Geals is included on page 158.

Basis for preparation

Arla's inabil are developed using
regular monthly and annual reporting procedures.
The consolidation principles primarily rely on
operational control, unless otherwise specified

in the accounting policies to each section. All
reported data aligns with the reporting period of the
consolidated financial statements.

For our definitions of applied time horizons, please
refer to page 43.

‘We obtain reasonable assurance on the following
key sustainability metrics: energy and climate-re-
lated metrics, food safety, animal welfare, accidents
and certain employee-related metrics. We obtained
limited assurance for the remaining disclosure of the
sustainability statements.

Reporting scope

Environmental KPls included data from all
preduction and logistical sites. This, together with
purchased milk, externally purchased whey, external
waste handling, extemnal transport and packaging,
covers all material activities in Arla's value chain. The
environmental impact related to offices, business
travel and other less material activities was not
included in the total emission figure. This scope

also applies to the accidents KPI, page 65, however
accidents at head offices in Denmark, the UK,
Sweden and Germany were also included.

All of our revenue relates to the food and beverages
sector. Some of our impacts also relate to the
agricutture and farming sector. All our revenue
stems from high climate impact sectors.

Restatement principles
Baselines and comparison figures are restated

according to Arla's Restatement Policy. By default,
Arla's baseline emissions are reviewed every five
years from the target base year (2020, 2025.
2030), if no signif or i
changes trigger a recalculation beforehand. Every
five years, Arla assesses whether the structural
changes (for example acquisitions or divestments)
in the past years reach the significance threshold
when accumulated. Each year, Arla assesses if the
structural changes that year reach the significance
threshold by themselves or when added together.

Athreshold is defined for each science-based target:

* Scope 1 and 2: 5% change compared to the base
year

- Scope 3 per kg of raw milk: 3% change compared
to the base year

‘When the baseline emissions are recalculated due
to significant structural changes in the company (as
defined above), historic figures are also recalculated
and reported alongside the non-recalculated
(actual) historic emission figures. This provides the
reader with more clarity to understand Arla's actual
emissions each year. Other externally reported
sustainability figures are only restated if material
mistakes in the previous years' reporting are discov-
ered. The materiality of mistakes is determined ona
case-by-case basis.

In 2023, we chose to restate the historical figures for
solid waste to correct errors related to prior years.

Further, in 2023 we chose to restate the historical
figures for the renewable electricity share to adjust
the methodology to better align with the chosen
reporting frameworks.

opportunities, were calculated. If a topic had both
a risk and opportunity associated, only the higher
scores were taken into consideration to give such
topics more weight in the analyses.

External validation of impact, risk and
opportunity assessment

Based on the impact. risk and opportunity asse
by intermnal proxies, a draft materiality matg
map was then presented

© Design Bridge and Partners



https://www.arla.com/company/investor/annual-reports/

Best practice examples

Orsted

Orsted demonstrates a

high degree of transparency
in its reporting, identifying
the financial accounts
involved in determining
financial materiality.

“When scoring risks, we
assessed the potential
magnitude of financial
effects based on different
triggers, including EBITDA,
CAPEX, and OPEX, which
constituted half of the
score, and likelihood

of occurrence, which
constituted the other half.
Assessments have included
risk mitigation actions
already in place.”

It acknowledges the
limitations of its quantitative
analysis, highlighting

the complexity involved

in determining exact

financial impacts. “Quantification in

monetary terms was
supplemented with
qualitative assessments
to a high degree, due

to the complexity of
defining exact values for
potential sustainability
risk scenarios.”

Orsted Annual Report 2023, page 77

Full report see here
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Double materiality assessment methodology

We developed our methodology with reference to the We excluded assessing opportunities as part of our 2 When scoring 'scope’, we g
principles in the draft ESRS from Movember 2022 and DMA this year. However, our business opportunities are the impactis based on
available guidelines. Learnings from the 2023 process, directly connected to climate change mitigation and age of sites, employeg

dialogue with peers, and network and industry associa- described in the strategy section. Moreover, ESRS 54 impact relates to. A

tion meetings together with the final ESRS and newes t was excluded deliberately due to our business model. . . . . .
for potential sustainability risk scenarios.

guidance will help refine the process to ensure full 3 When scoring ‘iry
alignment with the DMA-related requirements in 2024. Stakeholder engagement how difficult it j

For our DMA, we engaged internal subject-matter cost and time
experts from both the business lines and Group func-
Methodologies tions. This year, we have not included direct consul- For potential iy
and assurnptions tation with affected stakeholders to understand how ‘likelihood" wy T h r E. 5 h .D l d 5
they may be impacted by our business activities, nor
Scope have we directly consulted external stakeholders to For negative - 15 " N o
For our own operations, we identified and assessed review the outcome of our DMA. However, as a valid sions above Du r SUﬁtﬂ|nﬂb|l|t_'}l' {:Dmmlttee hﬂs S'E't thE mﬂ t'E' rll'.:ll.lt_'y'
impacts on people and the environment as well as proxy, we have included insights from our external ity. For negaj o= o = g 5
potential risks to our business, focusing on specific affairs colleagues who, through continuous dialogue hood’ were threﬁ_h Dlds {]t Signlflcﬂ nt f Thls meﬂ ns tth |mpﬂ ctﬁ_

activities where impacts are not relevant across tech- with our key stakeholders, have a good overview of ‘scale’and 'y

and risks scored as ‘significant’ or above, and their
associated ESRS topic, are deemed material.

ien scorin

Risks
When scoring risks, we assessed the potential magni-
tude of financial effects based on different triggers,
including EBITDA, CAPEX, and OPEX, which consti-
tuted half of the score, and likelihood of occurrence,
which constituted the other half. Assessments have
included risk mitigation actions already in place.

efined process steps for conducting the )
gteriality and financial materiqli
~qct assessment was o

We assessed the nature of these effects in different
cenarios with assumptions based on input parameters
subject-matter experts. The potential magnitud
ial effects was scored as ‘low’, ‘'medium’, or

Orsted clearly labels its
threshold for materiality as
“significant”, with anything
below this not being
material. This combats the
lack of clarity that can arise
when non-CSRD terms are
used in place of “material”.

“Our Sustainability
Committee has set the
materiality thresholds at
‘significant’. This means
that impacts and risks
scored as ‘significant’
or above, and their

associated ESRS topic,
are deemed material.”

Orsted Annual Report 2023, page 77
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Best practice examples

AT

BAT clearly identifies

its financial materiality
numerical thresholds and
helpfully articulates the
specific years associated
with each of its time frames.

Full report see here

“The following financial
magnitude criteria were used
to guide stakeholder scores:
High Impact (in excess of £250
million); Medium Impact (£120-
250 million); Low Impact (up to
£120 million); None (£0), each
on an annual basis. Each of

these three impact dimensions
were assessed across two time
horizons: — Short- and medium-
term: from O to 5 years; and —
Long-term: more than 5 years.”

BAT Annual Report and Form 20-F 2023, page 74
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BAT Annual Report and Form 20-F 2023

Sustainable Futurs

Ovarview

n 2023, we updetsd our DhAL with the help
% Nl conaultancy, building on the

year's approach. We wers aleo

¢ lataet availsbls Europsan

pinions; and decisions, and our Ierqngimm.m
. < tirre SESSEEMENT
compliance; and

57 pl'l}‘.'ldﬂd greater
@ity in termne of the

— Financial materiality: the financial
impact (risks and opportunities) of a
sustainability topic in relation to our
business. The following financial
magnitude criteria were used to guide
stakeholder scores: High Impact
(in excess of £250 million); Medium
Impact (£120-250 million); Low Impact
(up to £120 million); None (£0), each on an
annual basis. Each of these three impact
dimensions were assessed across two
time horizons:

— Short- and medium-term: from
O to 3 years; and

— Long-term: more than 5 years.

Etrateglo Repart Governanos Report

Double Materiality Assessment?

How the Process ie Informed by CSRD
Cur DAL ie informsd by the epecificetbona
and reguirsmeanta within the CSRCe

ESRS 1. Thie includes:

— Stakeholders and their relevance to
the materiality assesameant procees:
wa engaged affectsd etaksholdsrs, or
thsir representatives, and ussre of
sustainability etetarnents, to esesas the
impacte of differsnt eustainability topice.

— Matarial matters and materiality of
information: wa considered ell ESRS
topice, sub-topice, and sub-sub topice
whian collating our topic short-Eat.

— Double materiality: wes szesassd
outward and inward impect rmetsriality
and financial meteriality by conaidering
negative, poeitive, ectual and potential
impacte, as well as riske and
opportunities in the short-, madium-
and the kong-terme.

— Impact materiality: we sassspsed
negative and positive impacts, and the
ectual and potential impacte BAT hes on
the snvironment, sconomy, socisty and
QOVEITENCS.

— Financial materiality: ws ssasassd the
eignificance of riske and opportunities
poeed to BATs financial position using
financial magnituds criteria.

— Matarial impacts ariging from action
to address sustainability matters:
wa discuessd the interplay betwesn
topice in etaksholdar intervisws.

— Lewal of dizsaggregation: we discusssd
disaggregation between geographical
and product category impactsin
etaksholdsr intsrviswe.

Mataeriality Dimensions

BAT s impact
on e ath,
smvironmant,
aecisty and
OB VBT
related topice

T4

Finanolal Statemente Crther Information

BAT hae undertaken materiality asseesments since 2007. In 2023, we updated

our Double Materiality Aeeesement (DMA). The DMA process allows us to understand
the impact of sustainability topics on stakeholders and our business. Topics with

the greatest impact form the basis of our sustainability agenda and reporting.

Horizon Scan amd Topic Short List
Im 2022, wig identifisd 11 matsrial topice
through a risk seeseament and horizon
ecan. In 2023, we undsrtook a brosdsr
harizon ecan to identify any gape, using
sourcas such as regulation, frameworks,
global and industry trende. The review
included high-levsl deek-bessd ressarch,
& media scan, & pesr revigw, and
coneideratione of locetion of Impecte

in our velus chain.

Asaessing Impact

W developed eeeseament critens aligned

with ESRS requiremnents and teilored to our

organieation for the following dimenesone:

— Cutward impact: including the severity
of the impect by the Group and the
likelinood of the impact ccourring;

— Imward impact: the impsact of the topic
o our atrategic objectives; our ability
to ues netural rescurces and to rely on
businsas relationshipa; our risk profils;
our licenas to opsrats; our etakeholderes’
opiniona; and decizione, and our legsl
compliance; and

— Fimancial materiality: the financial
impact (risks and opporbunitisa) of &
sustainability topic in relation to our
busineas. Tha following financial
magnitude criteria were ussd to guide
gtaksholder scoresa: High Impact
(im exceas of £250 million]); Medium
Irnpact (E120-250 million); Low Innpact
(up to £120 million); Mone (E0), each on an
amnual baaie. Esch of thees thres impact
dirmaneions wens seasesed scroes two
time horizone:
— Short- and medium-term: from

0 to 5 years; and

— Long-term: more than 5 yeara.

Irmpact
of health,
srwircrimaant,

ralatad tapiea
on BAT
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Best practice examples

N

Prosus

In describing its financial

materiality methodology, “The allocation range [for
Prosus stands out for ||ke||h00d] was from h|gh|y Our double-materiality assessment

p rOVi d i N g tra ns p(] Fen Cy un I i ke Iy to h ig h Iy I i ke Iy on Step 3: Scoring process summary ;L"ep'r‘;fn‘g;gfng%iggrﬁigiggg ;ij:gx"m”;ﬁgfespne Double-materiality outcomes

Next, we assessed the materiality of identified impacts, specific to the risk that is being considered. The Negative impact Positive impact

Group overview Performance review Sustainability review Governance Financial statements Other information o« = 1/ 26

. 5 - S t I h q h risks o_nd opportunities in our extended value chain allocation range was from highly unlikely to highly Financial risk Financial opportunity
around the calculations d o-point scaie, which was T e e T e e L e

shared their perspective as the foundational approach principle applied for scoring opportunities. Unlike QSR Cimee s

L] L] L] 3 6 i S8
used inits ana |y Sis, translated into a multi P lier e gyl e Db eyt e R ¥ -

leveraged their proximity to customers and end-users (for example, 10 to 30 years from now or within the

as a praxy for their voice in this process. next year). = Wemr and mora msuE

identifying the multiplier factor (0.8 to 1.2). This was = —

materiality by the severity of impacts in terms of scale, a threshold was set to qualify those that would B s
scope and irremediability and the likelihood be deemed material by the core group of internal

° ° M H I I. d f 1 § . . ok g7y Droular acono:
factors linked to its the same principle applie e s STy, e

f : T e I o el o Hore e () b0 02 e b o o nd kel o=
O o Amgnnoon as material. These materia s were then mappe 5] oo e con
SCO rl n g Syste I I l Of 1 = 5 ° O r SCO rl n g O p p O r u n I I eS ® d When to u_ss%iutle:érgjéscllgsuiz relq:.ﬁgmetrrl]ts t:]c:it\?_fill fgf_’:llcihe e e = ;
¢ . ~ o 8 IrlTy mtcltppec; tc:hlhte vlcﬁue-cthiin llocation c:ltl > g Someumars anc ncmars —T— 1 U
—~—— rr‘ rrl rrl ated level, in line with mappin s. L e 71 15 s
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identifies the specific to maximum score for an plications was to consider the residual risk dex,, o material &:::” i T —

reporting

rs, and associated
identified was discussed
rnal functional leads
ainability and global
m participants, the
chain were further

the remaining programmes and actions in place
specific to the risk that is being considered. The

allocation range was from highly unlikely to highly
likely on a 5-point scale, which was translated into
a multiplier factor (0.8 to 1.2). This was the same
principle applied for scoring opportunities. Unlike
impact likelihood, it was now based on the number
of years in which the risk/opportunity will materialise
(for example, 10 to 30 years from now or within the
next year).

score over which a topic impact, risk or opportunity
is considered material being 0.8 to 6.2, the score

rather than using abstract of 3 and above qualified the
terms such as low, medium related IRO, and therefore the
and high. associated topic, as material.”

atters appears

s of the double-
o the

and sign-off.

Prosus Annual Report 2024, page 26

For the impacts, risks and opportunities scoring,

a threshold was set to qualify those that would

be deemed material by the core group of internal
stainability experts. With the range of minimum
aximum score for an impact, risk or opportury
0.8 to 6.2, the score of 3 and above qug)
IRO, and therefore the associat
ese material IROs were

Full report see here
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Best practice exam

ko

arls
Group

Carlsberg uses a simple yet
effective table to identify

its time horizons, covering
short, medium and long-
term. Furthermore, for each
of its material topics it clearly
distinguishes whether they
are impact or financially
material, and whether they
are a positive vs negative
impact or a risk vs opportunity.

ples

IDENTIFYING
OUR PRIORITIES

that are most significant to our
most material topics.

FOCUSING ON OUR MOST
MATERIAL TOPICS
Our TTZAB programme was

we can have the most positive
economic, environmental and
social impact.

We aim to ensure that our work
remains focused on the ESG topics

informed by our 2020 materiality
assessment, which identified where

business and our stakeholders - our

In 2023, we conducted a preliminary
double materiality assessment in line
with the CSRD requirements and the

ESRS framework as part of our
preparations towards CSRD-aligned
reporting (see page 92). We are
voluntarily disclosing a summary of
the preliminary results this year (see
below), and plan to disclose the
results of our next assessment, to be
conducted in 2024 (the first year in
which we must comply with the
CSRD), in more detail.

The preliminary assessment this year
confirmed that our TTZAB
programme focuses our actions and
commitments in the areas that are
most material for our business and
our stakeholders. A simplified
mapping of ESG topics — as defined
by the ESRS framework — against
our TTZAB focus areas illustrates
how our programme helps us to
address material impacts, mitigate

material risks and capture material
opportunities (see page 94).

ASSESSING DOUBLE
MATERIALITY

A double materiality assessment
considers the materiality of each
ESRS topic, sub-topic and sub-sub-
topic based on the impact our
business can have on people and the
environment, and on the finanaal
risks and opportunities to our
business stemming from these
same topics.

Our preliminary double materiality
assessment identified material
impacts within all ten ESRS topics,
and financially material medium-
and long-term risks and
opportunities within three of them.
Using this as a starting point, we will

CARLSBERG GROUP ESG REPORT 2023

conduct deep-dive analyses into
these material impacts, risks and
opportunities to enhance inputs to
our 2024 assessment.

The table below summarises the
materiality of each of the ten ESRS
topics. We will disclose further detail
on sub-topics and datapoints,
structured according to the ESRS
framework, in our reporting for 2024
based on our next materiality
assessment with enhanced inputs.

OUR ASSESSMENT PROCESS
We set up a steering committee that
included senior leaders from our
Group Finance, Risk Management
and ESG functions to oversee our
materiality process. We also
engaged an external consultancy to
support us in ensuring our

GOVERNANCE AND TRANSPARENCY 93

methodology aligns with the CSRD
requirements and to conduct the
assessment as an objective third
party, in line with the agreed
methodology and based on the
various inputs gathered.

We ran a series of workshops to
gather input from more than 40
relevant experts and senior leaders in
the business, conducted together
with external subject matter experts.
We also conducted 12 interviews
with external stakeholders
representing our value chain (such as
suppliers and customers), investors
and civil socety. In addition to the
inputs gathered from internal and
external stakeholders, we took into
account a wide range of internal and
external inputs, including relevant
publications by expert institutions

Carlsberg Group ESG Report 2023, page 93

PRELIMINARY DOUBLE MATERIALITY ASSESSMENT 2023: SUMMARY OF RESULTS

IMPACT MATERIALTY

FINANCIAL MATERIALITY

EUROPEAN SUSTAINABILITY Material impact(s) affecting If yes, type of material If yes, impact time herizon(s)  Material financial effects(s) If yes, type of material If yes, effect time horizon(s)

REPORTING STAMNDARDS people and the environment impact(s) identified [Short-term: 12-18 mos; affecting Carlsberg's ability to  financial effect(s) identified [Short-term: 12-18 mos;
[ves/nol [Positive and/or negativel medium-term: 18 mos — 7 yrs;  create value [Risk and/or opportunity] medium-term: 18 mos - 7 yrs;

long-term: 7+ yrs] [Yes/no] long-term: 7+ yrs]

El: Climate change Yes Positive & negative Short-, medium- & long-term  Yes Risk Long -term

E2: Pollution Yes Megative Short-, medium- & long-term Mo - -

E2: Water & marine resources Yes Positive & negative Short-term Mo - -

E<: Biodiversity & ecosystems Yes Positive & negative Short-, medium- & long-term  No - -

ES: Resource use & crcular economy  Yes Positive & negative Short-, medium- & long-term  Yes Opportunity Long-term

£1: Own workforce Yes Positive & negative Short-, medium- & long-term  No = =

S2: Workers in the value chain Yes Positive & negative Short- & medium-term No = =

£3: Affected communities Yes Positive & negative Short-, medium- & long-term  No = =

S4: Consumers & end-users Yes Positive & negative Short-, medium- & long-term  Yes Risk & opportunity Medium- & long-term

G1: Business comduct Yes Positive & negative Short-term Mo - -

-~

—

Full report see here
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Best practice examples

e Orsted

Givaudan

Companies like Givaudin
and Orsted take their
disclosures a step further
and use tables and
infographics to identify
where each of the material
Issues has an impact
along the value chain.

Givaudin Integrated Report 2023, page 208

Orsted Annual report Report 2023, page 72

O

Financial and non-financia

A year in review Responsible value creation performance
Impact along the value chain
UPSTREAM c DOWNSTREAM
Climate change SBI® Qa0 @
Biodiversity & ecosystems EL 1 1] el H &®
Human rights & labour conditions GRH® & o
‘Water security S0 DE a0
Product quality & safety &b &% S06%
Waste management & circular principles &89 kT @B
Economic performance b HGHE &
Workforce health, safety & wellbeing [ElEln]e] Bl &)
Governance & business conduct God L 1 1 ] o®
Ingredients & products Sdd Ll e
Diversity, equity & inclusion [ @ &9
Consumer health & wellbeing ) O HOEHE
Data privacy & G® fe

900@® =yhigh @@@hish @@ medum @low QMNA

factors in
assessed
and capil

To ensure
assessme
with senig
of the bug
groups. In
assessed
risks and
relevant B
allowing 1
financial
participar
internal p|
the chang
sustainab

We then

assessme|
carried o
experts, &
perspecti

Overall,
assessme
into acco

-
-

{

72 @RSTED AMNUAL REPORT 2023 Sustainability statements | Ceneral | ESRS 2 <

Value chain overview — showing where our material sustainability-related impacts
(crucial) and our material sustainability-related risks occur across our full value chain

Mon-exhaustive illustration Pesitive impacts

o Renewable energy
deployment

o Local jobs and educa-
tional opportunities

Negative impacts

Offshore wind farm
construction

Crewt_runmort and

service vessels o Use of virgin materials

Matural resources
exploitation and land-
use change

Habitat loss from
land degradation

Sustainability-related risks
o Transition climate-
related risk

o Physical climate-
related risks

o Availability of materials
and components

o Supplier misconduct
related to human rights

Lecal community
interests and concerns

o Indigenous Peoples'

. o Oreted consent
LAY
1= & i

@rsted workplace

¢

EEEEE
TEEEN

Career stairs

Supply chain/upstream Own operations Downstream

perspect

=T TG T

Givaudan - 2023 Integrated Report 208

VOTVITTY O Wids Tarmge

of experts within the company.

Full report see here

Full report see here
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Key takeaways
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Our key recommendations

1 2 3

Embrace Detail the Foster cross-functional
transparency: methodology: collaboration:




We provide expert guidance
on crafting annual reports
that align with listing
requirements, regulations,
and investor expectations.

We help you articulate
your value proposition and
effectively communicate
your financial and
operational performance.

24 CSRD: Focusing on the financial

We offer tailored advice
. to align your sustainability

reporting with the shifting
regulatory context and

stakeholder expectations.

. We help you articulate

. your commitment to

. environmental, social,

. and governance (ESG)

. factors and demonstrate
. your progress towards

. asustainable future.

How our team can help you...

Aligning with the Corporate
. Sustainability Reporting

Directive (CSRD) is crucial.

We help you understand
. your most salient
. sustainability impacts,

risks, and opportunities,

enabling you to develop
~ arobust and transparent

reporting framework.

. We offer a comprehensive

basket of consultancy

. services to support your
. sustainability journey,
- including:

— UNGC COP Alignment

— Impact Reporting Advice
— SASB and GRI Alignment
— Branding

© Design Bridge and Partners



We are a centre of

We are an award-winning group of sustainability experts,
chartered accountants, project managers and creatives
within the Design Bridge and Partners global network.

We’ve been helping clients deliver great reports for over
40 years - first as Addison Group, recently as Superunion,
and now as Design Bridge and Partners — a new global
design-led company with increased capabilities, expertise,
skill sets, geographic locations and reach.
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Thank you

If you would like to find out

more about how we can help
you to fulfil your CSRD reporting
requirements, please contact
Selabe Kute in our Sustainability
and Corporate Reporting team
using the email address below.


mailto:alex.wilson%40designbridge.com?subject=

