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Scope of CSRD

All companies listed on EU-regulated markets (with limited exceptions) and,

All large* EU companies (irrespective of listings)

Subsidiaries/subgroups that are EU-listed or large, under parent companies outside the EU
All EU parent companies of large groups should prepare sustainability reporting at group level

For US companies this means...
» All US subsidiaries or subgroups established outside the EU, but listed on EU-regulated markets, regardless of size (exception: micro-

undertakings)
» Large* US subsidiaries or subgroups registered in the EU that are not listed

@|fssene

+ SMEs may use separate SME sustainability reporting standards and do not have to start reporting until 3 years after the effective date (i.e. 01/01/26)
» Possibility to exempt subsidiaries/subgroups if

—they are included in the consolidated management report of their parent company and,

—that report is drawn up under regulation that is considered equivalent to the manner required by the sustainability reporting standards.

*Large is defined by the CSRD as exceeding at least two of the following on two consecutive balance sheet dates:

Total assets Net revenue 69323 Qr\;i)rl?)%/z:su:jn ubrierrlgO 1;iscal year
4 N\
()
L 941 €20m €40m Y1 o5
(about $22.6m as of 12/31/21) (about $45.3m as of 12/31/21)
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Future of ESG reporting in the EU

Key aspects (tentative)
Scope and first-time application Sustainability reporting

 All large undertakings/large groups and » Double materiality principle (considering enterprise » Limited assurance obligation. Goal to
all listed (via debt or equity) undertakings on and societal value) move to reasonable by 2026
regulated EU markets « Sustainability Reporting Standards being + Audit committee responsibility extended to

* Includes EU subsidiaries/subgroups of developed with EFRAG,; aligning with existing monitoring the sustainability reporting
parent companies outside the EU. frameworks and regulations process including the effectiveness of

* First-time application on or after 1.1.2023* » Becomes a mandatory part of the (consolidated) internal quality control and risk

management report management systems

US impact - Is SEC filing enough for equivalence?
* US entities with EU subsidiaries are in scope

® Current US reports fulfilling SEC requirements are unlikely to be sufficient for equivalence in the EU in their current state. These standards will require much
more granular reporting and there is a requirement to get assurance over the sustainability information.

*The full information on timing of the CSRD is subject to change as member countries and the European Parliament are still discussing -
it is very likely to be postponed to 01.01.2024. The final decision on the CSRD is expected March 2022 (Council and EP).

PwC | Quarterly ESG webcast 3



What is still to come?

! " ! _ ! In January 2022 the first batch of working papers on the European Sustainability
Sustainability Reporting Standards are being developed with Reporting Standards (PTF-ESRS) were released. Proposal for a detailed structure

EFRAGf e . _ for sustainability reporting topics:
The first set of sustainability reporting standards to be adopted in

Oct 2022. Proposed topics for standards

The second set are to be adopted by Oct 2023. Strategy, governance, impacts, risks, opportunities (e.g., Sustainability material impacts, risks
Implementation to bring the CSRD into national law of the member and opportunities)

states must be completed by the end of 2022 Sector-specific standards (e.g., sector classification)

Presentation (e.g., Sustainability statements)
Conceptual guidelines (e.g., Double materiality)

Sector-agnostic standards (e.g., Environmental: Climate change)

Scope and quality of information in the coming standards

* Qualitative and quantitative information
» Forward-looking (particularly concerning targets and target achievements) and retrospective information

Information on all time horizons:
Short-term, medium-term and long-term

Information on the whole value chain:
What is the scope of the « Own operations, products and services
information? * business relationships

» Supply chain
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An overview of GHG emissions

Scope 1l

All direct emissions from the
activities of an organization or under
their control. Including fuel combustion
on site such as gas boilers, fleet
vehicles, and air-conditioning fugitive
emissions.

Indirect emissions from electricity
purchased and used by the
organization. Emissions are created
during the production of the energy
and eventually used by the
organization.

Scope 3 Scope 1

. Scope 3
Indirect Direct P

Indirect

Scope 2
Indirect

Leased e Transport &
assets Company Distribution
facilities

E] )

Processing of
Employee

: sold products
commuting Company
vehicles

Scope 3

All other indirect emissions from
activities of an organization, occurring
from sources that they do not own or
control.

These are usually the greatest share
of the carbon footprint, covering
emissions associated with
procurement, transport & distribution,
product use, and product end of life.

These also can be the most
challenging to address.

Us@old E 51

Purchased goods & Capital Fuel & Transport & Waste from  Business travel product
services goods Energy Distribution operations

End-of-life Leased assets  Franchises Investments
treatment of sold

products

Upstream activities Downstream activities
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Here's what we're hearing on ESG

Importance of the following characteristics and how would you ESG is becoming a critical component of investment decision

describe the current quality of ESG reporting in each?

It explains the relevance of
70%
ESG factors to company’s

business model 29%

It explains the governance
over ESG risks and
opportunities 32%

m Net Importance
Net Good quality

Source: PwC’s US investor survey: The economic realities of ESG

US investors will take action if they think a company is not doing

enough to address ESG issues

Vote against the executive
55%
pay agreements

28%

Vote against director
appointments

55%

25%

m Likely to take this action in the future
Have frequently taken this action
Source: PwC’s US investor survey: The economic realities of ESG
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making

How a company manages ESG
risks and opportunities is an
important factor in my investment
decision making

58%

agree

| consider a company’s exposure
to ESG risks and opportunities
when screening potential investment
opportunities

61%

agree

Source: PwC’s US investor survey: The economic realities of ESG



https://viewpoint.pwc.com/dt/us/en/pwc/in_the_loop/in_the_loop_US/theeconomicrealitiesofESG.html
https://viewpoint.pwc.com/dt/us/en/pwc/in_the_loop/in_the_loop_US/theeconomicrealitiesofESG.html
https://viewpoint.pwc.com/dt/us/en/pwc/in_the_loop/in_the_loop_US/theeconomicrealitiesofESG.html

Here's what we're hearing on ESG

CFOs shift into action on ESG
We have not started :
developing our net 34%

Why your company has not made a carbon-neutral or net-

zero commitment

My company does not

amount of GHG emissions

zero/carbon reduction strategy

We’re acting on the net zero/ My company does not )
carbon reduction strategies 28% currently have the capability

we’ve identified to measure its GHG
emissions
Source: PwC Pulse Survey: CFO and finance leaders Source: PwC’s 25th Annual Global CEO Survey
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https://www.pwc.com/gx/en/ceo-agenda/ceosurvey/2022.html?WT.mc_id=CT3-PL300-DM1-TR2-LS4-ND22-TT20-CN_ceo-survey-semceo
https://www.pwc.com/us/en/library/pulse-survey/executive-views-2022/cfo.html

Here's what we're hearing on ESG

In our recent Pulse survey 60% of executives believed ESG and sustainability will be integral to longer-term
planning at the end of 2022. However, they don't see it as near a growth driver or priority with only 43% seeing ESG

as a very important factor for 2022 growth.

Only 23% of CFOs in the Pulse survey
cited enhancing ESG reporting as one
of their top 3 priorities

Only 38% of CROs reported that their
company's were investing a lot in
championing ESG issues.

38%

Only 17% of COOs see reducing their 17%
carbon footprint as their biggest
operating challenge in 2022.

Source: PwC Pulse Survey: CFO and finance leaders
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PwC ESG US investor survey

How important is it that ESG reporting has the following characteristics, and how would you describe
the quality of ESG reporting in each of these areas currently?

It explains the relevance of ESG factors to the company’s

. 29%
business model
It explains the governance over ESG risks and opportunities 3206

It explains the rationale for environmental commitments made

and detailed plans for how to reach them 33%

(0]
It provides detailed information about progress towards ESG

0
targets 29%
It describes the environment or society has on business
performance 22%
It shows a link between ESG risks and opportunities and
financial performance 19%
It describes the impact the business has on the environment or
society 20%
It explains the rationale for social commitments made and
detailed plans for how to reach them 27%
It shows a link between ESG risks and opportunities and
executive pay 15%

m Net Importance Net Good quality
Source: PwC’s US investor survey: The economic realities of ESG
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Gap

41%

36%

35%

38%

44%

46%

43%

31%

34%


https://viewpoint.pwc.com/dt/us/en/pwc/in_the_loop/in_the_loop_US/theeconomicrealitiesofESG.html

PwC ESG US investor survey

US investors will take action if they think a company is not doing enough to address ESG issues

Seek to enter into a dialogue with
the company

Vote against the executive pay
agreements

Vote against director appointments

Sell my investment (divest)

Seek inclusion of ESG targets in
executive pay

Source: PwC’s US investor survey: The economic realities of ESG
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m | ikely to take this action in the future

60%

44%

= Have frequently taken this action
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PwC pulse survey

Building momentum on the journey to net zero

While demonstrating measurable progress
on ESG issues has become more important
than ever to the C-suite, CFOs report that
their companies are at mixed stages of
operationalizing their ESG plans. A quarter
say their organizations have performed an
inventory of their carbon emissions and
another 30% have set their sustainability
priorities, but a third say they haven't started
developing their strategy at all.

In fact, only 34% of CFOs said that
championing ESG issues is very important to
their company’s ability to grow this year,
compared with 43% of all executives. This
disconnect may reflect the competing
priorities finance chiefs face as they juggle
near-term cost and talent pressures before
tackling longer-term strategies like ESG.

Source: PwC Pulse Survey: CFO and finance leaders
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CFOs shift into action on ESG

We have not started developing our net
zero/carbon reduction strategy

We have defined our priorities and are working
with our leadership team to communicate and
encourage buy-in across the organization

We’re acting on the net zero/carbon reduction
strategies we’ve identified

We have established net zero/carbon reduction
targets (including a written commitment and
timeline)

We've performed an inventory of our carbon
emissions

We have assessed the capabilities required to
succeed against our net zero targets

Clear accountability has been established across

the organization for achieving our net zero/carbon

reduction strategy

Unsure

Q: At what stage is your company in its pursuit of a commitment to net zero/reducing carbon emissions?Source: PwC Pulse Survey, January 27, 2022:

base of 678, CFO base of 128

34%

30%

28%

26%

25%

22%

14%

9%


https://www.pwc.com/us/en/library/pulse-survey/executive-views-2022/cfo.html

PwC CEO survey

Firms without
decarbonisation
commitments cite lack of
emissions—and
capabilities

Q11. How accurate are the following
statements regarding why your company
has not made a carbon-neutral or net-zero
commitment?

(Showing only ‘very’ and ‘extremely accurate’
responses)

Notes:
Base: Those whose company have not made a carbon-neutral or
net-zero commitment (1591)
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My company does not produce a
meaningful amount of GHG emissions

My company does not currently have the
capabilities to measure its GFG emissions

My company’s sector does not have an
established decarbonisation approach

My company is not confident it could fulfil
a carbon-neutral or net-zero commitment

My company cannot financially afford to
make a carbon-neutral or net-zero
commitment

My company’s external stakeholders are
not significantly concerned about climate
change

My company’s internal stakeholders are
not significantly concerned about climate
change

Source: PwC’s 25th Annual Global CEO Survey

57%

55%

SYA)

24%

22%

20%

16%
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