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Beginners Guide to CSRD Regulations and Their Impact on Companies

Introduction to CSRD Regulations

1.1 What is CSRD?

The Corporate Social Responsibility Directive (CSRD) is a set of regulations implemented by the
European Union to promote transparency and accountability in corporate social responsibility practices.
It requires certain companies to disclose information about their environmental, social, and governance
(ESG) performance in their annual reports.

1.2 Objectives of CSRD

e Enhance transparency: Companies are required to disclose detailed information about their impact
on society and the environment.

e Promote accountability: By mandating reporting, CSRD holds companies accountable for their
actions and encourages them to adopt responsible business practices.

e Foster sustainable development. CSRD aims to contribute to the achievement of the EU's
sustainability goals by encouraging companies to operate in a more sustainable manner.

Scope and Applicability of CSRD

2.1 Who is Subject to CSRD?

CSRD applies to large companies and groups with more than five hundred employees, as well as
companies listed on EU-regulated markets, regardless of their size. It also includes certain public-
interest entities, such as listed companies, banks, insurance companies, and other entities of significant
public relevance.

2.2 Reporting Requirements

Companies subject to CSRD must include specific information in their annual reports, covering areas
such as:

1. Environmental matters

2. Social and employee-related aspects
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3.

Respect for human rights.

4. Anti-corruption and anti-bribery measures
5. Diversity on boards of directors

2.3 Examples of CSRD Regulations in Practice

Mandatory Reporting: Some jurisdictions have implemented mandatory CSRD regulations,
requiring certain companies to disclose specific ESG-related information in their annual reports or
dedicated sustainability reports.

Example Disclosure: “/In compliance with [Country]'s CSRD regulations, we disclose our greenhouse
gas emissions, diversity initiatives, and community engagement activities in our annual
sustainability report.”

Materiality Assessment: Companies are often required to assess the materiality of ESG factors to
their business and disclose information on those deemed significant.

Example Disclosure: "Through a comprehensive materiality assessment, we have identified climate
change, labour practices, and product safety as material ESG factors. Accordingly, we provide
detailed disclosures on our strategies and performance in these areas."

Compliance with Reporting Standards: CSRD regulations may mandate adherence to specific
reporting frameworks or standards such as the Global Reporting Initiative (GRI) or the Sustainability
Accounting Standards Board (SASB).

Example Disclosure: "Our sustainability disclosures follow the guidelines outlined in the GRI
Standards, ensuring consistency, comparability, and transparency in reporting our ESG
performance."

Timely and Accurate Reporting: Companies are expected to provide timely and accurate
disclosures, ensuring stakeholders have access to up-to-date information.

Example Disclosure: "We are committed to providing reqular updates on our ESG performance
through quarterly sustainability updates in addition to our annual sustainability report, ensuring
stakeholders have timely access to relevant information."

2.4 Compliance Deadlines
Companies must comply with CSRD reporting requirements for fiscal years starting on or after January
1, 2024.

Impact of CSRD on Companies

3.1 Operational Impact

Increased Reporting Burden: Companies need to collect, analyse, and report extensive data on various
ESG factors, leading to increased administrative costs.

Enhanced Governance: CSRD encourages companies to strengthen their governance structures to
better manage ESG risks and opportunities.

3.2 Financial Impact

Cost of Compliance: Implementing CSRD requirements may require investments in systems,
processes, and staff training, resulting in additional expenses.
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e Access to Capital: Companies with strong ESG performance may attract more investors and access
capital at favourable terms.

3.3 Reputational Impact

e Brand Perception: Compliance with CSRD can enhance a company's reputation as a responsible
corporate citizen, leading to increased consumer trust and loyalty.

o Stakeholder Engagement: Transparency in reporting fosters trust among stakeholders, including
customers, employees, investors, and regulators.

Strategies for Navigating CSRD

4.1 Establishing a Framework

e Develop a comprehensive ESG strategy aligned with business objectives and stakeholder
expectations.

e Implement robust data collection and reporting mechanisms to ensure compliance with CSRD
requirements.

4.2 Engaging Stakeholders

e Foster dialogue with stakeholders to understand their expectations and concerns regarding ESG
performance.

e Seek feedback from investors, customers, employees, and community representatives to inform
ESG initiatives.

4.3 Integrating ESG into Business Practices

e Embed ESG considerations into decision-making processes across all levels of the organization.

e Implement ESG-related incentives and performance metrics to drive accountability and alignment
with corporate objectives.

Impact of CSRD Reporting Requirements on Supply Chains

The implementation of the Corporate Sustainability Reporting Directive (CSRD) will significantly
influence the way companies manage and report on their supply chains. This guide delves into the
specifics of the impact, highlighting challenges and opportunities for businesses to adapt and thrive
under the new requirements.

The CSRD extends the sustainability reporting requirements previously outlined under the Non-Financial
Reporting Directive (NFRD). It aims to provide greater transparency in the sustainability practices of
companies, including detailed insights into their supply chains. This increased scrutiny is set to reshape
supply chain management, compliance, and collaboration.

1. EXTENDED RESPONSIBILITY

e Scope of Reporting: Under CSRD, companies must report not only on their direct operations but
also on their suppliers and subcontractors. This extended responsibility covers environmental,
social, and governance (ESG) aspects of the entire supply chain.

o Depth of Information: Companies need to provide comprehensive details about their supply chain
practices, including sourcing materials, labour conditions, and environmental impact.

2. INCREASED TRANSPARENCY AND COMPLIANCE
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e Visibility: CSRD mandates a higher level of transparency in supply chain operations. Companies
will need to develop systems to monitor, and report detailed ESG data from their suppliers.

e Supplier Audits and Assessments: Regular audits and assessments will become crucial to verify
supplier compliance with sustainability standards. This will likely require additional resources and
expertise.

3. RISK MANAGEMENT

o Identifying Risks: Enhanced reporting requirements will help companies identify sustainability risks
throughout their supply chain more effectively.

e Mitigation Strategies: Companies will need to develop and implement risk mitigation strategies.
This could include diversifying supplier bases, improving supplier engagement, and investing in
capacity building for suppliers.

4. COST IMPLICATIONS

e Initial Investment: Adapting to CSRD reporting requirements may involve significant upfront costs,
including for system upgrades, training, and compliance audits.

e Long-term Savings: Over time, improved sustainability practices can lead to cost savings by
reducing inefficiencies, enhancing resource use, and minimising waste.

(8]

. OPPORTUNITIES FOR INNOVATION AND COLLABORATION

e Innovative Solutions: The need for detailed sustainability data can drive innovation in supply chain
management, such as the development of new tracking and reporting technologies.

e Collaborative Initiatives: Companies may find opportunities to collaborate on sustainability

initiatives, sharing best practices and resources to improve overall supply chain performance.

»

. SUPPLIER ENGAGEMENT AND DEVELOPMENT
Strengthening Relationships: Greater engagement with suppliers to meet CSRD requirements can
strengthen relationships and foster a cooperative approach to sustainability.
Capacity Building: Investing in training and development for suppliers ensures they meet the
required standards, which can improve the resilience and sustainability of the supply chain.

7. COMPETITIVE ADVANTAGE
Market Perception: Companies that effectively manage and report on their supply chains under
CSRD can enhance their brand reputation and attract sustainability-conscious investors and
customers.

e Leadership in Sustainability: By leading in sustainable supply chain practices, companies can set
industry standards and gain competitive advantages.

8. PREPARING FOR CSRD COMPLIANCE IN SUPPLY CHAINS
Assessment and Gap Analysis: Companies should first assess their current supply chain reporting
and identify gaps in compliance with CSRD requirements.

e Implementing Technology Solutions: Investing in ERP systems or other technology solutions that
facilitate comprehensive tracking and reporting of supply chain data.

e Training and Awareness: Ensuring that both internal staff and suppliers understand the importance
of CSRD compliance and are trained in the necessary practices and reporting procedures.
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Summary of Key Impact of CSRD Companies

e Enhanced Transparency: CSRD regulations promote transparency by requiring companies to
disclose ESG-related information, fostering trust and accountability among stakeholders.

e Improved Risk Management: Through CSRD, companies can identify and mitigate ESG-related
risks, safeguarding their reputation and long-term viability.

o Stakeholder Engagement: CSRD facilitates meaningful engagement with stakeholders, enabling
companies to address their concerns and priorities effectively.

e Competitive Advantage: Companies that excel in ESG performance and disclosure can gain a
competitive edge by attracting investors, customers, and talent who prioritise sustainability.

CSRD represents a significant milestone in the evolution of corporate reporting, emphasizing the
importance of sustainability and responsible business practices. While compliance may pose challenges
for companies, embracing CSRD can create value by enhancing transparency, mitigating risks, and
fostering long-term stakeholder relationships. By integrating ESG principles into their operations,
companies can not only meet regulatory requirements but also contribute to a more sustainable and
inclusive future.

*x X %
CSDD

* *

Corporate Sustainable
Due Diligence

* *
* 4 K

Beginners Guide to CSDDD Regulations and Their Impact on Companies

Understanding the Directive on Corporate Sustainability Due Diligence
(CSDDD)

The Directive on Corporate Sustainability Due Diligence (CSDDD) is a regulatory framework proposed
by governments to ensure that companies conduct thorough due diligence to identify, prevent, and
mitigate risks related to ESG factors across their operations and supply chains. CSDDD aims to promote
responsible business conduct, protect human rights, and address sustainability challenges such as
climate change, labour rights violations, and environmental degradation.
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CSDDD Requirements

Scope of Due Diligence:

CSDDD mandates that companies assess the impact of their operations and supply chains on ESG
factors comprehensively. This includes evaluating human rights issues, labour practices, environmental
impacts, and anti-corruption measures.

Example Disclosure: "In alignment with CSDDD requirements, our due diligence process encompasses
a thorough assessment of ESG risks and impacts across our operations and supply chains. We evaluate
factors such as working conditions, community relations, emissions, resource usage, and ethical
business practices."

Risk Identification and Mitigation:

Companies are obligated to identify, prioritize, and mitigate ESG risks and impacts. This involves
implementing measures to prevent adverse effects on stakeholders and the environment.

Example Disclosure: "As part of our due diligence efforts, we conduct risk assessments to identify
potential ESG risks within our operations and supply chains. We then implement risk mitigation
Strategies, such as setting clear policies, conducting supplier audits, providing training, and establishing
grievance mechanisms."

Supply Chain Transparency:

CSDDD emphasises the importance of supply chain transparency, requiring companies to disclose
information about their suppliers, subcontractors, and sourcing practices. Transparency enables
stakeholders to understand the origins of products and services and assess associated risks.
Example Disclosure: "We maintain transparency in our supply chain by disclosing information about
our suppliers, including their locations, products or services provided, and adherence to sustainability
Standards. This transparency enables stakeholders to evaluate our supply chain practices and ensures
accountability throughout our value chain."

Reporting and Accountability:

Companies are mandated to report on their due diligence efforts, including the identification of ESG
risks, actions taken to address them, and the effectiveness of these measures. Reporting promotes
accountability, transparency, and continuous improvement.

Example Disclosure: "In our annual sustainability report, we provide comprehensive disclosure of our
due diligence process, including the identification of ESG risks, the measures taken to address them,
and the outcomes of our efforts. This transparent reporting demonstrates our commitment to
accountability and stakeholder engagement."

Impact on Companies and Supply Chains

Enhanced Risk Management:

CSDDD facilitates more robust risk management by helping companies identify and mitigate ESG risks
effectively. Proactive risk management reduces the likelihood of adverse impacts on stakeholders,
reputation damage, and financial losses.
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Stakeholder Trust and Reputation:

Compliance with CSDDD enhances stakeholder trust and protects corporate reputation. Transparent
disclosure and responsible business conduct demonstrate a commitment to ethical practices, fostering
trust among investors, customers, employees, and communities.

Supply Chain Resilience:

CSDDD encourages companies to build resilient and sustainable supply chains by promoting
transparency, responsible sourcing practices, and collaboration with suppliers. Resilient supply chains
are better equipped to respond to disruptions, ensure business continuity, and maintain stakeholder
confidence.

Legal Compliance and Market Access:

Compliance with CSDDD requirements helps companies meet legal obligations related to sustainability
and due diligence. Moreover, adherence to CSDDD enhances market access by meeting investor and
customer expectations for responsible business conduct.

Innovation and Value Creation:

CSDDD incentivises companies to innovate and adopt sustainable business practices to address ESG
risks and opportunities. Sustainable innovation can lead to cost savings, operational efficiency, product
differentiation, and new market opportunities, driving long-term value creation.

In summary, the Directive on Corporate Sustainability Due Diligence (CSDDD) plays a crucial role in
promoting responsible business conduct, protecting human rights, and addressing sustainability
challenges across companies' operations and supply chains. By conducting comprehensive due
diligence, addressing ESG risks, promoting transparency, and reporting on their efforts, companies can
enhance risk management, build stakeholder trust, and create long-term value for all stakeholders.
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Beginners Guide to SASB Regulations and Their Impact on
Companies

What is SASB?

The Sustainability Accounting Standards Board (SASB) is a non-profit organisation that develops
industry-specific sustainability accounting standards. These standards are designed to help companies
identify, manage, and communicate financially material sustainability information to investors. SASB
standards cover awide range of ESG issues that are relevant to specific industries, providing a framework
for transparent and comparable sustainability reporting.

SASB Regulations:

Industry-Specific Reporting:

SASB standards are tailored to different industries, recognising that sustainability issues vary across
sectors. Companies are required to report on the most financially material ESG factors relevant to their
industry.

Example Disclosure: "As mandated by SASB regulations for the technology sector, we disclose
information on data privacy and security, product lifecycle impacts, and supply chain labour standards
in our annual sustainability report. These disclosures are vital for investors to understand our
sustainability performance and risk exposure in the context of our industry."

Materiality Assessment:

Companies are expected to conduct a materiality assessment to determine which sustainability issues
are most relevant to their business and stakeholders. This assessment helps prioritise disclosures that
have the greatest impact on financial performance.

Example Disclosure: "Through a comprehensive materiality assessment process, we have identified
climate-related risks, employee health and safety, and customer privacy as material sustainability issues
for our manufacturing operations. Accordingly, we provide detailed disclosures on our strategies, goals,
and performance metrics in these areas to address investor concerns and mitigate risks."
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Integration with Financial Reporting:

SASB encourages the integration of sustainability disclosures with financial reporting to provide investors
with a holistic view of a company's performance and risk profile. This integration enables investors to
assess the financial implications of sustainability factors.

Example Disclosure: "/n accordance with SASB guidelines, we integrate sustainability metrics related to
energy consumption, greenhouse gas emissions, and water management into our financial reports. By
quantifying the financial impact of our sustainability initiatives, we demonstrate our commitment to
responsible business practices and provide investors with a clearer understanding of our long-term value
creation strategy."

Consistency and Comparability:

SASB standards promote consistency and comparability in sustainability reporting across companies
within the same industry. This allows investors to evaluate companies' performance relative to industry
peers and benchmarks.

Example Disclosure: "Our sustainability disclosures adhere to the industry-specific standards outlined
by SASB, ensuring consistency and comparability with peer companies in the retail sector. By following
standardised reporting metrics, we enable investors to make informed comparisons and assess our
sustainability performance in the context of industry norms and best practices.

Impact on Companies:

Improved Investor Communication:

SASB-compliant disclosures enable companies to communicate sustainability-related risks and
opportunities to investors more effectively, enhancing transparency and trust. Clear and consistent
reporting builds confidence among investors and reduces uncertainty about a company's sustainability
performance.

Risk Management:

By identifying and disclosing financially material sustainability issues, companies can better manage
risks associated with ESG factors. Proactive risk management helps mitigate potential impacts on
financial performance, safeguarding long-term shareholder value.

Enhanced Stakeholder Engagement:

SASB reporting facilitates meaningful engagement with stakeholders, including investors, customers,
employees, and regulators. Transparent disclosure of sustainability performance fosters trust and
credibility, strengthening relationships with key stakeholders and enhancing the company's reputation.

Competitive Advantage:

Companies that excel in SASB reporting and demonstrate strong performance on financially material
sustainability issues can gain a competitive advantage. By attracting responsible investors and
customers who value transparency and sustainability, these companies can enhance their brand
reputation, drive innovation, and create long-term value for shareholders and stakeholders.
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Impact on Supply Chains

Transparency:

Forces companies to consider the sustainability practices of their suppliers, leading to more transparent
supply chains.

Supplier Selection:

Companies might prefer suppliers who adhere to similar sustainability standards to reduce compliance
and reputation risks.

Innovation and Efficiency:

Encourages innovation in products and processes among suppliers to meet sustainability criteria.

Getting Started with SASB Disclosures

1. ldentify Material Issues: Use the SASB Materiality Map to identify which sustainability issues are
material to your industry.

2. Gather Data: Collect data related to the relevant SASB metrics for these material issues.

3. Report: Include this data in mandatory filings like the Form 10-K or other investor communications.

In summary, SASB regulations provide a robust framework for companies to disclose financially material
sustainability information, enabling investors to make more informed decisions and encouraging
companies to integrate sustainability into their core business strategies. By complying with SASB
standards and effectively communicating their sustainability performance, companies can enhance
transparency, manage risks, and create sustainable value for all stakeholders.
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Beginners Guide to GRI and Their Impact on Companies

Understanding GRI

The Global Reporting Initiative (GRI) is widely recognised as the gold standard in sustainability reporting.
It offers a comprehensive framework that enables organisations to measure and communicate their
ESG performance effectively. GRI's guidelines provide a structured approach to sustainability reporting,
ensuring that companies disclose relevant information in a transparent and comparable manner.

GRI Reporting

Reporting Principles:

GRI reporting is guided by a set of principles that emphasise transparency, inclusiveness, and
accountability. These principles ensure that companies report sustainability information accurately and
fairly, thereby building trust with stakeholders.

Example Disclosure: "We adhere to GRI's reporting principles, which include stakeholder inclusiveness,
materiality, completeness, and accuracy. Our reporting process is guided by these principles to ensure
that we provide reliable and transparent information to our stakeholders."

Reporting Framework:

GRI's reporting framework consists of a set of standard disclosures organised into economic,
environmental, and social performance categories. These disclosures cover a wide range of topics,
from energy consumption and carbon emissions to labour practices and human rights.

Example Disclosure: "In our sustainability report, we follow GRI's reporting framework, which includes
standard disclosures on topics such as environmental management, labour practices, and product
responsibility. By using this framework, we ensure that our reporting is comprehensive and aligned
with international best practices."
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Materiality Assessment:

GRI encourages companies to conduct a materiality assessment to identify the most relevant
sustainability topics for their business and stakeholders. Material topics are those that have a significant
impact on the organisation's ability to create value over the short, medium, and long term.

Example Disclosure: "Through our materiality assessment process, we have identified climate change,
diversity and inclusion, and product safety as material sustainability topics. These topics are integrated
into our reporting to provide stakeholders with a clear understanding of our most significant
sustainability risks and opportunities."

Stakeholder Engagement:

Stakeholder engagement is a key aspect of GRI reporting, as it ensures that companies consider the
perspectives and interests of their stakeholders when reporting on sustainability performance.
Engaging with stakeholders helps companies build trust, foster dialogue, and identify emerging
sustainability issues.

Example Disclosure: "We engage with a wide range of stakeholders, including investors, customers,
employees, and civil society organisations, to gather input on our sustainability performance. This
engagement helps us identify emerging issues and stakeholder expectations, which we then address
in our reporting."

Impact on Companies

Enhanced Transparency and Accountability:

GRI reporting enhances transparency by providing stakeholders with comprehensive information about
a company's sustainability performance. Transparent reporting builds trust and credibility,
demonstrating a company's commitment to responsible business practices.

Improved Risk Management:

GRI reporting helps companies identify and manage sustainability risks, such as regulatory compliance,
supply chain disruptions, and reputational risks. By addressing these risks proactively, companies can
enhance resilience and long-term sustainability.

Stakeholder Engagement and Trust:

GRI reporting facilitates meaningful engagement with stakeholders, fostering trust and dialogue.
Engaging stakeholders in the reporting process demonstrates a company's commitment to
accountability and responsiveness to stakeholder concerns.

Competitive Advantage:

Companies that excel in GRI reporting can gain a competitive advantage by enhancing their brand
reputation, attracting responsible investors and customers, and differentiating themselves in the
marketplace. GRI reporting demonstrates leadership in sustainability and sets companies apart from
their peers.
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Long-Term Value Creation:

By integrating sustainability into business strategy and reporting, companies can create long-term value
for shareholders and stakeholders. Sustainable practices drive innovation, operational efficiency, and
resilience, positioning companies for success in a rapidly changing world.

Regulatory Compliance and Market Access:

GRI reporting helps companies comply with regulatory requirements and access new markets. Many
investors and customers require companies to disclose their sustainability performance, and GRI
reporting provides a standardised framework for meeting these expectations.

In summary, the Global Reporting Initiative (GRI) provides a robust framework for companies to
measure and communicate their sustainability performance. GRI reporting enhances transparency,
accountability, and stakeholder engagement, while also driving risk management, competitive
advantage, and long-term value creation for companies committed to sustainable business practices.

IFRS

Sustainability

Beginners Guide to ESG and IFRS Reporting and Their Impact on
Companies

Understanding ESG and IFRS Reporting

ESG reporting refers to the disclosure of non-financial performance indicators related to a company's
environmental impact, social responsibility, and corporate governance practices. International Financial
Reporting Standards (IFRS) are globally recognised accounting standards that guide financial reporting
by companies. Integrating ESG reporting with IFRS formal reporting allows companies to provide
comprehensive information to stakeholders, including investors, about their financial and non-financial
performance.

ESG Reporting

Environmental Metrics:

Companies disclose their environmental performance metrics, such as greenhouse gas emissions,
energy consumption, water usage, and waste management practices.

Example Disclosure: "We report our greenhouse gas emissions, energy consumption, and water usage
in our annual sustainability report. Additionally, we disclose our efforts to reduce waste and promote
recycling across our operations."
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Social Indicators:

Social indicators focus on aspects such as labour practices, employee well-being, diversity and
inclusion, human rights, and community engagement.

Example Disclosure: "We disclose information about our employee turnover rates, employee training
and development programs, diversity initiatives, and community outreach efforts. Our aim is to foster
a diverse and inclusive workplace and contribute positively to the communities where we operate."

Governance Practices:

Governance disclosures include information about board composition, executive compensation, ethics
and compliance policies, risk management, and stakeholder engagement.

Example Disclosure: "We provide details about our board structure, the independence of directors,
executive compensation practices, and the measures taken to ensure ethical conduct and compliance
with regulations. Additionally, we disclose our stakeholder engagement processes and mechanisms for
managing corporate risks."

Integration with IFRS Reporting:

Materiality Assessment:

Companies conduct a materiality assessment to identify which ESG factors are most relevant to their
business and stakeholders. Material ESG factors are then integrated into IFRS financial reporting.
Example Disclosure: "Through our materiality assessment, we have identified climate change risks,
employee health and safety, and data privacy as material ESG factors. We integrate disclosures on
these factors into our financial reports to provide stakeholders with a comprehensive view of our
performance."

Risk Disclosure:

Companies disclose ESG-related risks in their financial reports, highlighting how these risks may impact
financial performance and long-term sustainability.

Example Disclosure: "In our annual report, we disclose climate-related risks, such as supply chain
disruptions, regulatory changes, and physical impacts of extreme weather events. We assess the
financial implications of these risks and outline our strategies for mitigating them."

Value Creation:

Companies articulate how ESG factors contribute to long-term value creation and sustainable growth.
This includes demonstrating how ESG initiatives drive innovation, enhance brand reputation, and attract
investors.

Example Disclosure: "We believe that our commitment to ESG excellence not only mitigates risks but
also creates value for shareholders and stakeholders. Our sustainable business practices contribute to
cost savings, operational efficiency, and market differentiation, positioning us for long-term success."

Introduction to IFRS S1 and IFRS S2

IFRS S1 and IFRS S2 are standards issued by the International Financial Reporting Standards
Foundation related to sustainability and climate-related disclosures:

e |FRS S1: Focuses on general sustainability-related disclosures.
e |FRS S2: Deals specifically with climate-related disclosures.
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These standards require entities to disclose information about sustainability-related risks and
opportunities that could affect their financial position, performance, and cash flows.

Key Definitions and Concepts

Materiality:
Information is material if omitting, misstating, or obscuring it could reasonably be expected to
influence decisions that primary users make based on the entity’s general purpose financial reporting.

Short, Medium, and Long Term:

The standards often reference impacts over various time horizons, generally considered as follows:
- Short-term: within the next 12 months
- Medium-term: 1 to 5 years
- Long-term: beyond 5 years

Disclosure Requirements

General Disclosures (IFRS S1)
Sustainability-related risks and opportunities:
Describe how these factors could affect the entity's strategy, business model, and cash flows.

Governance and Management:
Outline the governance processes, controls, and procedures for identifying and managing
sustainability-related risks.

Climate-Specific Disclosures (IFRS S2)

Climate-related risks and opportunities:
Detail the specific risks and opportunities from climate change that could reasonably affect the
entity’s financial condition or performance.

Impact Assessment:
Evaluate the potential financial impact of significant climate-related risks and opportunities.

Reporting Framework

Scope of Reporting:
Ensure that all significant areas are covered, including operational boundaries and the entity's value
chain.

Data Collection and Analysis:
Establish systems for collecting, analysing, and reporting the required data in a consistent and
comparable format.

Integration with Financial Reporting:

Integrate sustainability and climate-related disclosures with the broader financial reporting framework
to provide a holistic view of the entity's position.
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Implementation Strategy

Setting Objectives:
Clearly define what the organisation aims to achieve with its disclosures.

Stakeholder Engagement:
Involve relevant stakeholders in the development of disclosure practices to ensure relevance and
comprehensibility.

Continuous Improvement:
Regularly update disclosure practices to reflect new developments in regulations, standards, and
stakeholder expectations.

Challenges and Best Practices

Data Quality:
Ensuring the accuracy and reliability of data is a significant challenge; implementing robust data
governance frameworks can help.

Comparability:
Strive for consistency in disclosures over time and comparability with other entities by adhering
closely to the standards.

Keeping Informed:
Stay updated on any amendments to the standards and evolving best practices in sustainability and
climate reporting.

Impact on Companies

Enhanced Stakeholder Trust:
Integrating ESG reporting with IFRS formal reporting enhances transparency and accountability,
fostering trust among investors, customers, employees, and regulators.

Risk Management:
Comprehensive ESG reporting enables companies to identify and mitigate ESG-related risks,
safeguarding their reputation and long-term financial performance.

Access to Capital:
Companies with robust ESG reporting practices may attract responsible investors and gain access to
sustainable finance instruments, such as green bonds and ESG-focused investment funds.

Operational Efficiency and Innovation:
ESG reporting encourages companies to implement sustainable practices that drive operational
efficiency, cost savings, and innovation, thereby improving competitiveness and resilience.

Long-Term Value Creation:
By integrating ESG considerations into strategic decision-making and reporting, companies can create
long-term value for shareholders and stakeholders while contributing to sustainable development goals.
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In summary, integrating ESG reporting with IFRS formal reporting enables companies to provide a
holistic view of their financial and non-financial performance, fostering transparency, accountability, and
sustainable growth. By embracing ESG reporting, companies can enhance stakeholder trust, manage
risks, access capital, drive operational efficiency, and create long-term value for all stakeholders.

SCIENCE
BASED
TARGETS

Beginners Guide to SBTi and Their Impact on Companies
Understanding SBTi:

The Science-Based Targets initiative (SBTi) serves as a crucial tool for companies to align their
sustainability efforts with the latest climate science. This initiative is based on the scientific consensus
that limiting global warming to well below 2°C above pre-industrial levels is necessary to avoid
catastrophic climate change impacts. SBTi provides a robust framework for companies to set ambitious
emission reduction targets in line with this goal.

SBTi Regulations:
Setting Science-Based Targets:

SBTi requires companies to set targets that are consistent with the level of decarbonisation needed to
keep global temperature rise below 2°C. These targets encompass both direct (Scope 1) and indirect
(Scope 2 and 3) emissions, encouraging comprehensive emission reduction strategies.

Example Disclosure: "As part of our commitment to SBTi, we have set science-based targets to reduce
our Scope 1, Scope 2, and Scope 3 emissions. Our targets are aligned with the latest climate science
and reflect our ambition to contribute to a low-carbon economy."

Verification and Validation:

After companies set their targets, they undergo a rigorous validation process by independent assessors
to ensure they meet SBTi's criteria for scientific rigor and ambition. This validation adds credibility to
companies' emission reduction commitments.

Example Disclosure: "We are pleased to announce that our science-based targets have been
successfully validated by SBTi, affirming the credibility and ambition of our emission reduction goals.
This validation underscores our dedication to addressing climate change."
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Transparent Reporting:

Transparency is paramount in SBTi's framework, with companies expected to publicly disclose their
emission reduction targets, progress, and strategies. Transparent reporting fosters accountability and
allows stakeholders to track companies' sustainability performance over time.

Example Disclosure: "In our annual sustainability report, we provide comprehensive disclosure of our
science-based targets, including updates on our progress, challenges faced, and initiatives
implemented to achieve our emission reduction goals. Our transparent reporting demonstrates our
commitment to accountability and stakeholder engagement."

Engagement with Stakeholders:

SBTi encourages companies to engage with stakeholders to raise awareness about their emission
reduction efforts and garner support for climate action. This engagement fosters collaboration and
strengthens companies' relationships with investors, customers, employees, and supply chain partners.
Example Disclosure: "We actively engage with our stakeholders through various channels, including
investor presentations, customer forums, employee town halls, and supplier workshops. By sharing
information about our science-based targets and seeking input from stakeholders, we aim to build
partnerships and drive collective action towards a sustainable future."

Impact on Companies
Enhanced Climate Leadership:

Committing to science-based targets enhances companies' reputation as leaders in sustainability and
climate action. This leadership position can attract environmentally conscious investors, customers,
and employees who value companies' commitment to addressing climate change.

Risk Mitigation:

Companies that set science-based targets are better positioned to identify and mitigate climate-related
risks, such as regulatory changes, physical impacts of climate change, and reputational risks associated
with unsustainable business practices.

Operational Efficiency and Innovation:

Pursuing emission reduction initiatives to achieve science-based targets drives operational efficiency,
cost savings, and innovation. Companies may invest in renewable energy, energy-efficient technologies,
and sustainable supply chain practices to reduce emissions and improve their bottom line.

Access to Sustainable Finance:

Companies with science-based targets may gain access to sustainable finance instruments and green
investment opportunities. Investors increasingly prioritize sustainability considerations, and companies
with credible emission reduction commitments may benefit from access to capital for green projects
and initiatives.

In summary, the Science-Based Targets initiative (SBTi) empowers companies to take meaningful action
on climate change by setting science-based emission reduction targets. By adhering to SBTi's
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regulations, companies can enhance their climate leadership, mitigate risks, drive operational efficiency,
and access sustainable finance, contributing to a low-carbon economy and a more sustainable future.

TASK FORCE on
CLIMATE-RELATED

FINANCIAL
DISCLOSURES

Beginners Guide to TCFD Regulations and Their Impact on Companies

Understanding TCFD

The Task Force on Climate-related Financial Disclosures (TCFD) is a global initiative established to
develop recommendations for voluntary climate-related financial disclosures. TCFD's framework helps
companies and investors assess and disclose climate-related risks and opportunities in their financial
filings. TCFD's recommendations focus on four main areas: governance, strategy, risk management,
and metrics and targets.

TCFD Recommendations

Governance:

TCFD recommends that companies disclose information about their governance structures and
processes for climate-related risks and opportunities. This includes details about board oversight,
management's role, and integration of climate considerations into decision-making processes.

Example Disclosure: "Our board of directors oversees climate-related risks and opportunities and
receives regular updates on climate-related issues. We have established a dedicated committee
responsible for climate risk management, which includes representatives from key business functions."

Strategy:

Companies are encouraged to disclose their climate-related risks and opportunities, including how
these factors may impact their business model, revenue streams, and long-term strategy. This involves
assessing the potential physical, transition, and liability risks associated with climate change.

Example Disclosure: "lWe have conducted scenario analysis to assess the potential impacts of different
climate scenarios on our business. Based on these assessments, we have developed a climate strategy
that includes emissions reduction targets, renewable energy investments, and adaptation measures."

Risk Management:

TCFD recommends that companies disclose their processes for identifying, assessing, and managing
climate-related risks and opportunities. This includes integrating climate considerations into risk
management frameworks, conducting stress tests, and implementing resilience measures.
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Example Disclosure: "We have integrated climate risk into our enterprise risk management framework
and conduct regular stress tests to assess the resilience of our business to different climate scenarios.
We have also implemented measures to reduce climate-related risks, such as diversifying supply chains
and investing in climate-resilient infrastructure."

Metrics and Targets:

Companies should disclose relevant metrics and targets related to climate-related risks and
opportunities. This may include greenhouse gas emissions, energy consumption, water usage, and
other key performance indicators (KPIs) that measure progress towards climate goals.

Example Disclosure: "We disclose our greenhouse gas emissions, energy intensity, and water usage
in our annual sustainability report. Additionally, we have set science-based targets to reduce our
emissions by 50% by 2030, in line with the goals of the Paris Agreement."

Impact on Companies and Supply Chains:
Enhanced Risk Management:

TCFD helps companies identify and manage climate-related risks more effectively, including physical
risks (e.g., extreme weather events), transition risks (e.g., regulatory changes, market shifts), and
liability risks (e.g., legal action).

Improved Resilience:

By integrating climate considerations into strategy and risk management, companies can enhance their
resilience to climate-related impacts, ensuring business continuity and long-term sustainability.

Investor Confidence:

TCFD-aligned disclosures provide investors with greater transparency and insight into a company's
exposure to climate-related risks and opportunities, enhancing investor confidence and attracting
investment.

Supply Chain Resilience:

Companies with robust climate risk management practices are better equipped to manage supply chain
disruptions caused by climate-related events, such as extreme weather, resource shortages, and
regulatory changes.

Regulatory Compliance:

TCFD recommendations may influence regulatory requirements related to climate disclosure, with
regulators increasingly considering TCFD-aligned reporting as a best practice for climate risk
management.
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Competitive Advantage:

Companies that proactively disclose climate-related risks and opportunities demonstrate leadership in
sustainability and may gain a competitive advantage by attracting customers, investors, and talent who
prioritise climate action.

In summary, the Task Force on Climate-related Financial Disclosures (TCFD) provides a valuable
framework for companies to assess and disclose climate-related risks and opportunities. By integrating
TCFD recommendations into their reporting processes, companies can enhance risk management,
improve resilience, build investor confidence, and gain a competitive advantage in a rapidly changing
climate landscape.
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