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Foreword from Alan McGill

As we enter the 15th year of performing this
sustainability reporting review we reflect on
just how far we have all come in such a
relatively short space of time. The pace of
change from a regulatory perspective has
accelerated exponentially — we continue to
see companies broadening their reporting
and taking on the challenge. While we have
seen the emergence of the ‘big three’
standard setters in the form of the EU, the
ISSB and the SEC, they are not alone. If we
can make one personal plea, a pragmatic
approach to equivalence, we need
organisations investing time thinking about
how to grapple with the risks of climate
change and the opportunities to transition to
Net Zero rather than worrying as to whether
one set of corporate reporting requirements
fully aligns with the 3 other compliance
regimes they must report under. We also
ask organisations to take up the challenge
to use this opportunity with new data and
reporting to help drive their organisation
forward and lead on strategic value creation
in a more socially and environmentally
responsible way. With this in mind, some of
the key themes that we have seen though
this years review are set out below.
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Leaders embracing new reporting requirements

We highlight within this report a number of examples where
companies have proactively reported over new areas that
they are not mandated to report under, or where the
regulatory reporting years are still in the future. We have
spotlighted a few examples within the report, particularly
with reference to the application of the ESRS’s double
materiality and with the EU’s Green Taxonomy regulations.
Companies are already innovating in this reporting space
ahead of when the regulations are due to kick in.

Governance and materiality

Over the last year or two we have noticed a distinct rise in
companies moving away from a what ‘can’ | report
approach to a what ‘should’ | report. It is clear that
responsibilities are also changing at the Audit Committee
level and also with those charged with governance. It is
clear that they are now seeking to challenge management
over their reporting, the data, information and assurance
scopes. This trend is only going to continue as more
regulation comes in and so having sight of what really
matters, what can drive strategic value and so where
assurance can really play a role will be critical to driving
success.

Linking ESG performance

Whether it is in the context of raising investment capital
through green finance, bonds, or working capital through
sustainability performance backed facilities, the link
between sustainability performance and finance has never
been stronger and in the context of remuneration reporting,
we see ESG becoming an increasingly material
performance factor in the calculation of short and long
term reward.

Emerging requirements

From a UK perspective we see the emergence

of the TNFD as a critical development to aid
companies reporting more holistically around nature
and their impact on biodiversity. The TPT will also
provide a consistent approach to net zero reporting
and help avoid an element of ‘net zero-washing’ that
is starting to be apparent. Clearly more will happen
here over the next few reporting periods and there is
much to learn about how companies will and are
transitioning.

Reflection versus sitting back

As the rush of reporting requirements gathers, its
vital that companies start to prepare early, even if
some of these requirements are yet be fully formed.
Standing back and waiting is going to lead to a high
degree of reporting failure. But ‘doing the right thing’
will sometimes mean some difficult messages and
their will be inevitable bumps in the road. We are
also living in an incredibly fast changing geopolitical
and social environment and as such, it is vital that
companies reflect of their purpose, highlight their
successes but acknowledge where they have been
challenged or fallen short, and do this in a fair,
balanced and transparent manner, with the reader’s
interest at the forefront, be they an investor or
broader stakeholder.



About this report

This report contains the results of our analysis, expert guidance to improve your reporting and a selection
of leading examples that we at PwC have identified following our review of annual reports, TCFD reports,

sustainability reports and associated websites of the FTSE 350, selected inbounds and top track 100 private
companies. The report is structured as follows:

An overview of good practice in sustainability reporting, with basic, intermediate and advanced tips
for improving your reporting.

A quantitative analysis of the performance of the companies scored as a part of this review.

An in-depth exploration of company performance for each of the following categories, organised into
key questions that reporting should address:

— How does sustainability fit with your organisation’s purpose and strategy?
— How do you consider your priorities?

— How do you monitor and manage performance?

— How do you report with clarity and openness?

— Afocus on Climate Change (TCFD) reporting:

Are the Board and management’s roles clearly defined for the management of climate change?

Are risks and opportunities identified and does this assessment drive strategy?

Is the approach to managing risks and opportunities well defined and implemented?

Is strategy supported by clear and measurable metrics that link to risks and opportunities?
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https://www.pwc.co.uk/services/sustainability-climate-change/insights/sustainability-reporting-tips.html
https://www.pwc.co.uk/services/sustainability-climate-change/insights/sustainability-and-climate-change-reporting-tips.html

Contents

Excellence in Sustainability and Climate Change 2. Climate Change reporting in the TCFD
reporting statement
Overview of analysis 5 2.1 Are the Board and management’s roles
1. Sustainability throughout reporting clgarly Sefed)cielnanaasmentot
climate change?
1.1  How does sustainability fit with your Governance 31
o 4
organisations strategy? 2.2 Arerisks and opportunities identified
Organisation overview " and does this assessment drive
Purpose 12 strategy?
Strategy 13 Strategy 34
1.2 How do you consider your priorities? 2.3 Is the approach to managing risks and
— opportunities well defined and
Materiality 15 implemented?
Stakeholder engagement 16 Risk management 38
Risks and opportunities 17 2.4 Is strategy supported by clear and
1.3 How do you monitor and manage measurable metrics that link
performance? to risks and opportunities?
KPIs and targets 20 Metrics and targets 43
1.4 How do you report with clarity and 3. A spotlight on the implementation of the
transparency? incoming CSRD
Impact 23 Double Materiality Assessment 47
Assurance and reporting 24 EU Taxonomy 49
4. Appendices

PwC | Excellence in Sustainability and Climate Change reporting




Overview of analysis

7
VLJ Sustainability

/7

There is an increasing number of companies that identify and explain material
issues, however for 18% of the companies, we note that there
is no annual review of the identification process.

Companies excel at identifying and responding to the risks they face, while
opportunities are often overlooked, with 42% not disclosing the relevance
of their ESG opportunities.

A growing number of companies are understanding the importance of gaining
external assurance over key KPIs and metrics as a way to enhance reader
confidence and prepare for changing regulations. 74% of companies have
obtained some level of assurance over sustainability metrics in the current year,
compared with just 56% last year.

Many companies are slow to prepare for future regulations and changes in the
way they disclose information. In fact, out of the companies evaluated, 70% do not
consider the concept of double materiality and its impact on future reports in light
of upcoming regulation.

While companies cover extensively climate change issues, they need to broaden
the set of impacts included in their strategies, for example, social and other
environmental issues.
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@[ﬂ Climate change (TCFD)

Efforts are being made to incorporate ESG matters into the governance structure,
but too few companies, only 9%, describe their approach to developing board
members’ skills in climate change issues.

As of last year, only half of the companies describe how executive remuneration
is linked to climate change. The number of companies taking this into account
needs to increase more quickly, as it is crucial if companies are to take action to
combat climate change.

Most companies are identifying their climate change risks and opportunities, with
70% of them including a discussion of the financial impact for physical risks, 53%
for transition risks, and 58% for opportunities. To improve their reporting,
however, companies need to link these risks and opportunities closely to sectors
and geographies.

Companies should improve transparency by clearly disclosing how they assess
climate-related risks and their impacts on other risks, such as strategic and
operational risks.

Compared to last year, companies have made significant improvements in
reporting sophisticated metrics, linking them to strategy and decision-making. We
also saw steps forward in companies quantifying the financial implications of
climate change targets.






An overview of good practice sustainability reporting

Organisation Provide an overview of

your organisation’s key
activities and the
environment in which
you operate.

This helps the reader to view your

sustainability information against the wider

context of your organisation’s remit.

The overview is also important for clarifying
the scope of the data in the report, which
activities are covered and which are not.

‘Introduce the reader to your
‘organisation by giving an
‘overview of your size,
‘operations and activities.

Contextualise your
sustainability activities in
relation to the remit and
objectives of your
organisation.

Explain both the direct and indirect
sustainability impacts that might
arise from your organisation’s role
or activities.

Communicate a clear
and succinct purpose
that explains your
organisation’s raison d’
étre beyond creating a
financial return for
shareholders.

This will demonstrate to the reader why your
business exists and what you seek to achieve,
creating a shared ambition that is core to your
business and clear to all stakeholders.

‘Define a clear purpose
‘which should
‘be a succinct statement.

Ensure your purpose is
well-aligned to your core
business activities.

Reference to your purpose should
be consistent across all company
communications. The purpose
should form the foundation to your
core business strategy and
activities.

How does
sustainability overview
fit with your
organisation’s
purpose and
strategy?
Purpose
Strategy

Describe how your
sustainability strategy is
integrated into your core
corporate strategy and
demonstrate how it
permeates throughout
your business.

This will prove to the reader that sustainability
is not just an ‘add-on’ for your organisation but :
is considered in every activity. Having a short,
medium and long term timeframes with
sustainability strategy in line with these will
help you track your progress towards key

sustainability goals in the future.

-Demonstrate how your

sustainability strategy is

‘integrated into your core
:business strategy and
-activities and aligned with
‘core objectives.

Clearly outline the
sustainability strategy over
the short, medium and
long-term.

Report on structures and actions
which allow your sustainability
strategy

to permeate throughout the
organisation. Align strategy to
SDGs and internationally
recognised targets such as Net
Zero.
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An overview of good practice sustainability reporting (continued)

How do you
consider
your
priorities?

Materiality

Demonstrate that you have
an understanding of the
sustainability issues

that are most relevant to you
and your key stakeholders.

This will prove to the reader that you are

focusing on the most important

sustainability issues where your efforts will
have the greatest impact. Further, this will

demonstrate that you are focusing on
issues that are material from both

a company and stakeholder perspective.

‘Report which issues you
‘have identified
:as material and why.

Report on the process that was
undertaken

to determine material issues and
which key stakeholders were
involved.

Focus reporting on your material
issues, linking them to your
strategy and KPIs. Where relevant,
align issues to the SDGs. Offer
visualisation of your issues e.g. in
a matrix. Further, disclosing a
formalised annual review process.
Recognise the upcoming double
materiality disclosure
requirements.

Stakeholder
engagement

Explain how you engage
with all principal
stakeholders and how this
has impacted your
sustainability strategy.

This shows the reader that you have

considered a wide range of views and
therefore made informed decisions about

prioritising and acting on your
sustainability issues.

‘ldentify the key internal
and external stakeholders
‘to your organisation and
-describe how they have
-been engaged.

Describe the issues identified as
important by stakeholders and
how these have been addressed
and will be addressed going
forward.

Show linkage between stakeholder
consultations and your materiality,
strategy and risk and opportunities
planning processes. Consider
alternative media for sustainability
comms.

Risks and
opportunities

Explain the key strategic
risks and opportunities for
your organisation

that arise from sustainability
issues.

This gives the reader confidence that you
have considered the impacts that external
sustainability factors might have on the

:Describe the action plan
‘in place to address these
‘risks and opportunities.

success of your business and that you are :

acting on these.

Disclose the relevance and
financial implications of risks and
opportunities.

As per the TCFD
recommendations, identify the
risks and opportunities facing your
business due to climate change.

Describe the action plan in place
to address these risks and
opportunities.
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An overview of good practice sustainability reporting (continued)

Clear presentation of progress towards
targets will demonstrate to the reader
that you are holding yourself
accountable to the goals you have set
for your organisation.

-Disclose sustainability
‘KPIs most relevant to
‘your business, including
-historic performance
‘data.

Set specific and quantifiable
short- and medium-term
targets for all KPls.
Description of progress
towards targets and
explanation of future actions
regarding targets. SBTi
verification of Net Zero
targets.

Disclose financial implications behind
KPls. Where relevant, align your
sustainability KPIs and targets to the
SDGs. Your business participates in
external benchmarking
initiatives/standards. Further, going
beyond Net Zero to be climate
positive/carbon negative.

This demonstrates to the reader that
you have a thorough understanding of
your wider impacts on society and the
environment. This understanding will
allow you to make more informed
decisions towards being a more
sustainable business.

-Brief qualitative
-discussion of the
-broader impacts of
‘activities.

Specifically discuss these
areas with a high level of
detail to the environment and
society you impact through
your operations and supply
chains.

Disclose quantitative indicators of the
relative size of your impact on society
and the environment.

How do you KPIs and targets Identify KPIs that are directly

monitor and relevant to your sustainability

Manage strategy and set challenging

performance? but realistic targets that you
can assess your performance
against.

Impacts Provide a clear explanation
and quantification of the
social, environmental and
economic impacts of your
business.

How do you Assurance and  Enhance the credibility of
report with Reporting your reported content by
clarity and obtaining third party
transparency? assurance.

This gives the reader confidence in the
data and confidence in the integrity of
your sustainability reporting. It also
gives management and shareholders
confidence in the company’s

performance over reporting the period.

Further, it provides confidence in the
integrity of your journey towards your
sustainability and other targets.

:Obtain external
-assurance over Scope 1
:and 2.

Obtain external assurance
against an audit standard,
such as ISAE 3000 and/or
ISAE 3410 and AA1000, over
Scope 1 and 2.

Obtain external assurance against an
audit standard over Scope 1, 2 and 3.
Include the assurance opinion, which
should clearly state the scope of the
work, the standard followed and the
work completed, in the report. Make
reference to upcoming regulation and
how this will impact future reporting.
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1.1

How does
sustainability
fit with your
organisation’s
purpose and
strategy?




Organisation overview

Provide an overview of your organisation’s key activities and the environment in which you operate.
This helps the reader to view your sustainability information against the wider context of your organisation’s remit. The

overview is also important for clarifying the scope of the data in the report, which activities are covered and which are not.

Tips to make your reporting more effective:

01 Basic 02 Intermediate 03 Advanced

Introduce the reader to your Contextualise your sustainability Explain both the direct and indirect
organisation by giving an activities in relation to the remit sustainability impacts that might arise
overview of your size, and objectives of your organisation. from your organisation’s role or activities.

operations and activities.

The percentage of companies we reviewed that scored full marks were:

Describe the company’s
key business activities
and how they link to
sustainability

(83% in 2022)
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Unilever annual report 2022, pg. 4
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Purpose

Communicate a clear and succinct purpose that explains your
organisation’s raison d’étre beyond creating a financial return
for shareholders.

This will demonstrate to the reader why your business exists and what
you seek to achieve, creating a shared ambition that is core to your
business and clear to all stakeholders.

Tips to make your reporting more effective:

.
Fulfilling our Purpose
Our and our influence delivered creating
Purpose... Values... our strategy... through Group positive
synergies... outcomes
for our
stakeholders.
Respect
Integrity
Service
Excelence
Stewardship
Q0o

Investors
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0 1 Basic

Define a clear purpose
which should be a
succinct statement.

O 2 Intermediate

Ensure your purpose is
well-aligned to your core
business activities.

0 3 Advanced

Reference to your purpose should

be consistent across all company
communications. The purpose should
form the foundation to your core
business strategy and activities.

The percentage of companies we reviewed that scored full marks were:

82%

Describe the company’s
purpose beyond making

money for shareholders.

(63% in 2022)

o

The company’s purpose
is well-aligned to its core
business activities.
(94% in 2022)




Strategy

Describe how your sustainability strategy is integrated into your core corporate strategy and demonstrate

how it permeates throughout your business.

This will prove to the reader that sustainability is not just an ‘add-on’ for your organisation but is considered in every
activity. Having a short, medium and long term timeframes with sustainability strategy in line with these will help you

track your progress towards key sustainability goals in the future.

Tips to make your reporting more effective:

01 Basic 02 Intermediate

Clearly outline the
sustainability strategy
over the short, medium

Demonstrate how your
sustainability strategy is
integrated into your core
business strategy and
activities and aligned with
core objectives.

and long-term.

The percentage of companies we reviewed that scored full marks were:

Sustainability
features as a
key pillar of
the core
corporate
strategy.
(66% in 2022)
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0 3 Advanced

Report on structures and actions which
allow your sustainability strategy to
permeate throughout the organisation.

Align strategy to SDGs and internationally

recognised targets such as Net Zero.

Include a
broader set of
impacts other
than climate
change in the
strategy.
(70% in 2022)

DS Smith Annual Report 2023, pg. 16
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1.2

How do you
consider your
priorities?




Materiality

Demonstrate that you have an understanding of the sustainability
issues that are most relevant to you and your key stakeholders.

This will prove to the reader that you are focusing on the most
important sustainability issues where your efforts will have the greatest
impact. Further, this will demonstrate that you are focusing on issues
that are material from both a company and stakeholder perspective.

Tips to make your reporting more effective:

Double Materiality Matrix

Agen
@ Roducing the hesith impact of our business
@ Excoberce in ernvironmentsl management

@ Osivering 8 positive social impact

) Robust corporate goveenance

VBAT

055 imgect e

VAT s gt
(o ety Wt e et

This Double Materiaity Matrix shows BAT's 11 most significent

i terma ot
L GArs y )
2

AT's firsaraciod vk (et ingomct)
A1) topics are wonficant for BAT, regardiess of their relative
positicring on either asa.
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01 Basic 02 Intermediate
Report which issues you Report on the process
have identified as that was undertaken
material and why. to determine material

issues and which
key stakeholders
were involved.

The percentage of companies we reviewed that

scored full marks were:

Explain the process it Disclose that the
undertakes to identify its material issues and
material sustainability issues. materiality process
(49% in 2022) is reviewed on an
annual basis

(19% in 2022)

0 3 Advanced

Focus reporting on your material issues,
linking them to your strategy and KPls.
Where relevant, align issues to the
SDGs. Offer visualisation of your issues
e.g. in a matrix. Further, disclosing

a formalised annual review process.
Recognise the upcoming double
materiality disclosure requirements.




Stakeholder engagement

Explain how you engage with all principal stakeholders and how this has impacted your sustainability strategy.

This shows the reader that you have considered a wide range of views and therefore made informed decisions about
prioritising and acting on your sustainability issues.

Tips to make your reporting more effective:

0 1 Basic 0 2 Intermediate 0 3 Advanced

Identify the key internal and Describe the issues identified Show linkage between stakeholder

external stakeholders to your as important by stakeholders consultations and your materiality, strategy

organisation and describe how and how these have been and risk and opportunities planning

they have been engaged. addressed and will be processes. Consider alternative media
addressed going forward. for sustainability comms.

The percentage of companies we reviewed that scored full marks were:

81% 58%

Identify internal and Describe key issues Outline action

external stakeholders identified by specific taken in response to

(81% in 2022) stakeholders stakeholder concerns
(83% in 2022) (84% in 2022)

PwC | Excellence in Sustainability and Climate Change reporting




Risks and opportunities

Explain the key strategic risks and opportunities for your organisation that arise from sustainability issues.

This gives the reader confidence that you have considered the impacts that external sustainability factors might have on

the success of your business and that you are acting on these.

Tips to make your reporting more effective:

01 Basic 02

Intermediate

List out the risks and opportunities Describe the action plan in

relating to sustainability that the place to address these risks

organisation is managing. and opportunities.

Consider broader topics than just
climate change risks/opportunities.

The percentage of companies we reviewed that scored full marks were:

Explicitly identify their ESG risks.
(95% in 2022)

Explicitly identify their
ESG opportunities.
(61% in 2022)
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0 3 Advanced

Disclose the relevance and financial
implications of risks and opportunities. As per
the TCFD recommendations, identify the risks
and opportunities facing your business due to
climate change.

ITV Annual Report 2022, pg. 88 — 90
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Risks and opportunities (continued)

The percentage of companies we reviewed
that scored full marks were:

Principal risks and uncertainties
continued
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KPIs and targets

Identify KPIs that are directly relevant to your sustainability strategy and set challenging but realistic targets that

you can assess your performance against.

Clear presentation of progress towards targets will demonstrate to the reader that you are holding yourself accountable
to the goals you have set for your organisation. Tips to make your reporting more effective:

0 1 Basic O 2 Intermediate

Disclose sustainability Set specific and quantifiable
KPIs most relevant to your short — and medium-term
business, including historic targets for all KPIs. Description
performance data. of progress towards targets

and explanation of future
actions regarding targets. SBTi
verification of Net Zero targets.

J Y

0 3 Advanced

Disclose financial implications behind KPlIs.
Where relevant, align your sustainability

KPIs and targets to the SDGs. Your business
participates in external benchmarking
initiatives/standards. Further, going beyond Net
Zero to be Climate Positive/Carbon Negative.

The percentage of companies we reviewed that scored full marks were:
Disclose targets for each KPI. Describe progress towards targets.

(39% in 2022) (32% in 2022)
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3. Sustainability

- In 2022 we welcomed the infroduction of the New Homes Ombudsman ~ Ourthree key areas of focus are the quaiity of
the srvics we provide both before and after

Taylor Wimpey to & fiend
NHBC nir
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at end of year)
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by the Science Based Targats intiative, and the data assured by the Carbon Trust.

Why itis key to our strategy: Thass ars the emissions directly from our own business
‘operations and as such are an indicator of our own performance and commitment.

2022 remuneration measure. Read more on page 138
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KPIs and targets (continued)

The percentage of companies we reviewed that
scored full marks were:

Clearly linked KPIs to material issues. (Not
measured in 2022)
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Our materiality assessment
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1.4

How do you
report with clarity
and openness?




Impact

Provide a clear explanation and quantification of the social, environmental and economic impacts of
your business.

This demonstrates to the reader that you have a thorough understanding of your wider impacts on society
and the environment. This understanding will allow you to make more informed decisions towards being a
more sustainable business.

Tips to make your reporting more effective:

01 Basic 0 2 Intermediate 03 Advanced
Specifically discuss which Disclose quantitative indicators Quantifying your impact on
areas of the environment and of the relative size of your society and the environment.
society you impact through your  impact on society and the

operations and supply chains. environment.

The percentage of companies we reviewed that scored full marks were:

Specifically discloses
its environmental
and/or social impacts.
(5% in 2022)
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Assurance and reporting

Enhance the credibility of your reported content by obtaining external third party assurance. Aviva Sustainability Report 2022, pg. 3-4
This gives the reader confidence in the data and confidence in the integrity of your sustainability reporting. It also gives
management and shareholders confidence in the company’s performance over the reporting period. Further, it provides Assurance approach
confidence in the integrity of your journey towards your sustainability and other targets. Aviva plc appointed PwC to provide
Tips to make your reporting more effective: independent assurance over certain
sustainability metrics, indicated with @ for
0 1 Basic 02 Intermediate 03 Advanced reasonable assurance and @ for limited
- - - assurance in this report. The assurance
Obtain external assurance over  Obtain external assurance Obtain external assurance against an audit standard over engagementvyas planned U
) . o . accordance with International Standard on
Scope 1 and 2. against an audit standard, such Scope 1, 2 and 3. Include the assurance opinion, which Assurance Engagements 3000 (Revised)
as ISAE 3000 and/or ISAE should clearly state the scope of the work, the standard ‘Assurance Engagements other than Audits
3410 and AA1000, over Scope followed and the work completed, in the report. Make arReiEs e e eriel Binendal
1and 2. reference to upcoming regulation and how this will impact

Information’ and, in respect of the
greenhouse gas emissions in accordance
with International Standard on Assurance
Engagements 3410 ‘Assurance engagements
on greenhouse gas statements’ issued by the
International Auditing and Assurance
Standards Board. The assurance report was
issued and is included in the Independent
Assurance section of this report. This report
includes further details on the scope,
respective responsibilities, work performed,
limitations and conclusions.

future reporting.
The percentage of companies we reviewed that scored full marks were:

28%

Reference new environmental Have reports externally assured against

This Report was approved by Aviva plc’s
regulations/standards. (12% in 2022) audit standards. (56% in 2022)

Board on 8 March 2023.
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Good practice climate reporting based on TCFD guidance

Outline a more detailed training plan with Provide a detailed narrative

Governance Board
oversight on
climate change

Document the governance
structure regarding board-level
responsibility for climate
change. Where true, disclose
that climate change is on the
agenda at board meetings and
examples are provided for how
climate-related
risks/opportunities have
affected strategic decisions.

This enables the reader to understand  ‘Briefly mention board
how and by whom climate change is  :member climate-related
considered at board-level, :
and shows them how climate is taken
into account when making strategic
decisions.

future training is required.

a timeline and, if applicable, discuss
.competencies, and state that previous training completed.

concerning all board
members climate
competencies and their wider
skills/experience.

‘Mention board-level
‘responsibility for climate
:change and state that it is
‘included as an agenda item
‘in board meetings.

Provide detail on the individual/committee
responsible for climate change at board
level. Disclose the number and frequency
of board meetings with climate change on
the agenda, and exemplify how this has

affected strategic decisions.

Provide detailed examples of
how the assessment of
climate-related
risks/opportunities have
affected strategic decisions at
board level.

Management
oversight on
climate change

Explain the responsibility for
climate change at executive
level and if applicable, disclose
that executive remuneration is
linked to climate-related
objectives. Provide details on

This enables the reader to understand ‘Document how

how and by whom climate change is  climate-related
considered at an executive level and  ‘responsibilities have been
demonstrates to them how seriously the ‘assigned to executive-level

issue is being taken by linking ‘committees or individuals.
climate-related objectives to executive

how the executive management remuneration. By providing context on

team have been upskilled to
undertake this role.

their training it allows the reader to
understand how the organisation has
prepared them to make informed
decisions.

Explain the associated organisational
structure and how management reports to
the board on these matters. Mention that
executive remuneration is linked to
climate-related objectives. Disclose the
climate-related competency of the

executive management team.

Provide detailed disclosure
on how executive
remuneration is linked to
climate-related objectives e.g.
carbon emissions targets,
KPls, time frames etc.

PwC | Excellence in Sustainability and Climate Change reporting
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Good practice climate reporting based on TCFD guidance
(continued)

Strategy Identification Identify and disclose physical ~ This provides detail on the specific impacts ‘Disclose the physical and  Provide a materiality assessment of the Detail the financial impact (i.e. in
of material and transitional risks and of climate change on your business and ‘transition risks and risks and opportunities identified and  terms of cost) and align the time
risks and opportunities, and do so with an  contextualises them in the short, medium  opportunities and associate ensure that the associated time frames horizons considered with the
opportunities  associated time horizon. and long-term. ‘them with different time ~ align with the long-term nature of Paris Agreement i.e. 2030 and

-horizons. climate change (i.e. short term, medium 2050.

term and long term).

Disclosure of  Through scenario analysis, This makes it clear what the impacts of  ‘|dentify climate-related Provide a detailed discussion on the  Link the climate-related impacts

impacts on identify the impacts of climate-related risks and opportunities ‘impacts and provide a brief impact of the organisation on the identified to financial
and by the climate-related risks and could be across a range ‘discussion over the impact climate. performance indicators e.g.
business opportunities on the of hypothetical futures, and also to what ‘of the organisation on the costs, revenue, liabilities,
organisation’s business, strategy extent the organisation itself is contributing ‘glimate. assets.
and financial planning and to climate change. :

furthermore, disclose the impact
of the organisation on the

climate.
Business If applicable, disclose the This illustrates the organisation’s ‘Disclose that the Explain the detail of the net zero Disclose the consideration of,
resilience to  organisation’s commitment to net commitment to reducing their :organisation has made a  strategy. Disclose the consideration of, and the resilience of the
climate-related zero and how the organisation  climate-related impacts and displays that ‘net zero commitment. and the resilience of the organisation to, organisation to, at least 2
risks intends to transition their they have a coherent and actionable : one possible scenario. Disclose how different scenarios, one being
and opportuniti business model and operations  strategy to mitigate the transition risks : the organisation intends to transition <2 degrees C and one being a
es to align with net zero. associated with the transition : their business model and operations to stressed scenario.

to net zero. : net zero.
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Good practice climate reporting based on TCFD guidance
(continued)

Risk Risk Describe the process for This allows the reader to understand the :Disclose how the identification  Ensure that the discussion over Discuss how addressing the
Manage- identification identifying and assessing process behind the disclosures your ‘and assessment of risks and  identification, assessment and financial impact of
ment and climate-related risk and impact. company has made with regards to ‘impacts is conducted for your  management of risks and impacts  climate-related risks and
assessment strategy and risk. ‘direct operations. covers the entire value chain. opportunities is built into your
: impact assessment process.
Risk Describe the processes for The management techniques enable the ‘Provide details on how risks are Provide a more detailed narrative  Provide a detailed narrative on
management managing climate-related risks reader to understand how the ‘managed and mitigated, on risk management tools and risk management, including the
and impact and provide details  organisation is mitigating the risks itis  including information on processes and display engagement outcomes of stakeholder
of the mitigation/ management  presented with transparently reporting  ‘engagement with at least one  with multiple stakeholders. engagement. Ensure that the
techniques used. tools used and the stakeholders they ‘type of stakeholder. financial impacts of the
have engaged with. : mitigation methods are
captured.
Integration Disclose how the climate-related This illustrates how the issue of climate | applicable, disclose the Provide a detailed description of  If applicable, ensure that it is

with current
risk process

risk (CRR) management
process is integrated into the
overall risk management
process.

risk is now considered an integral part of :
the overall risk management process.

operational linkage of

‘climate-related risk
‘management into the overall
risk management process.

how climate risk was integrated into
overall risk management.

detailed that there is full
integration into the overall risk
management process,
including on a financial level.

PwC | Excellence in Sustainability and Climate Change reporting
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Good practice climate reporting based on TCFD guidance
(continued)

Metrics Disclosing Disclose the key metrics used  This will provide the reader with the
and Targets climate-related to measure and manage quantitative detail of the company’s
metrics climate-related risks and impact on the climate and

opportunities including core climate-related impacts on the company, -
cross-industry metrics listed by as well as showing how this has :

: :‘Report predominantly Increase the sophistication of the  Incorporate metrics concerning the
the TCFD. changed through time. ‘straightforward metrics such as metrics reported by providing value chain which are sophisticated
‘Scope 1 and 2 emissions and comparatives, normalised metrics and forward looking, such as
Disclosing Report Scope 1, 2 and 3 This will enable the reader to understand ‘those relating to the direct e.g. GHG emissions intensity, and Implied Temperature Rise and
Scope 1, 2 and greenhouse gas emissions the current climate-related impact of the :operations of the company. Scope 3 emissions data. provide a financial context.
3 greenhouse (GHG). organisation and allow them to compare :
gas emissions this against their peers. :
Setting Disclose the targets (and This will provide the reader with ‘Produce targets accompanied Include targets set over different  Ensure that any GHG emissions
climate-related related progress) the company information on how proactive the ‘by a qualitative description of  timeframes, provide quantitative reduction targets are
targets uses to manage climate-related company is being with regards ‘progress. progress and add accompanying  science-based and whether they
and reporting risks and opportunities. to reducing its climate-related impact, analysis. have been approved
on and whether they are on track to achieve: by the Science-based Targets
performance their interim and long-term targets. : Initiative. Extend the accompanying
: narrative.
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2.1

Are the Board and
management’s roles
clearly defined for
the management

of climate change?




Governance

Organisations should document their board’s climate change governance structure. Further they should disclose TCFD recommendation: describe the board’s oversight
that climate change is on the agenda at board meetings and provide examples of how climate-related of climate-related risks and opportunities.
risks/opportunities have affected strategic decisions. This enables the reader to understand how climate change is
being considered at the board level show how it affects strategic decision making.

Tips to make your reporting more effective:

01 Basic 02 Intermediate 03 Advanced

Schroders Climate Report 2022, pg. 17-20

Mention board-level Provide detail on the individual/committee Provide detailed

responsibility for climate  responsible for climate change at board examples of how the assessment of

change and state that it level. Disclose the number and frequency climate-related risks/opportunities have

is included as an agenda  of board meetings with climate change on affected strategic decisions

item in board meetings. the agenda, and exemplify how this has at board level. = 2
affected strategic decisions. = i

Of the companies we reviewed:

. @ Remuneration

Disclose board climate Describe the competencies of Describe how executive
governance structure, board members in relation to remuneration is linked to
and link this to overall climate change climate-related objectives
governance structure (7% in 2022) (50% in 2022)

(75% in 2022)
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Governance (continued)

role in assessing and managing climate-related

Management's role risks and opportunities.
The Chief External and Corporate Affairs Officer, a member of the Executive
Committee, is the sponsor for the Planet agenda as part of our purpose-led

strategy and has overall accountability for climate change action within the ESG (10% of total award) ]

Group. This includes providing updates to the Board on the progress towards The table below sets out how performance under the ESG measure for the 2023
our climate-related goals. Purpos Metricfor 028 GATI o roton . o
Reporting to the Chief External and Corporate Affairs Officer is the Group Planet Net zero Net 2ero under Scope 1&2
Director, Sustainable Business & Foundation, who has accountability for the by 2030

sustainable business strategy, including the UN Sustainable Development

Goals (SDG) agenda. The Head of Sustainable Business is responsible for Inclusionfor All  Female representation 40% representation of women
developing and executing the strategy and providing updates that include in management in management by 2030

any climate-related issues of relevance to Vodafone that can be Digital Society /  Financial inclusion >75m financial inclusion

communicated to the Executive Committee when required. Inclusionfor All  customers customers by 2026

The Head of Sustainable Business manages the Sustainable Business team
that includes the Environment Manager, whose responsibilities include
creation, monitoring and reporting on climate change programmes and
targets, such as our carbon reduction goals, Science-Based Targets
commitment, and Planet agenda actions.

Given energy usage is a material part of our climate change impact,

the Chief Technology Officer (CTO") has the responsibility for energy use
and managing the performance of the network, including overseeing
energy efficiency improvements. In addition, as the most significant physical
risks to Vodafone are the damage to infrastructure and interruption or
reduction in the quality of our services, our CTO is ultimately responsible

for managing the physical climate-related risks.

Covering the climate impacts to our business, the Group Head of Risk has
led the TCFD programme that is discussed throughout this report. Climate
change risk and progress on aligning the TCFD recommendations have been
reported to the Executive Committee and other key stakeholders through
our annual principal risk assessment process and through meetings with the
sponsoring executives.
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2.2

Are risks and
opportunities
iIdentified and does
this assessment
drive strategy?




Strategy

Organisations should identify and disclose physical and transition risks and opportunities and link
these to different time horizons. This provides detail on the specific impacts of climate change on your
business and contextualises them in the short, medium and long-term.

Tips to make your reporting more effective:

01 Basic 02 Intermediate 03 Advanced

TCFD recommendation: describe the impact of climate-related risks and
opportunities on the organisation’s businesses, strategy, and financial planning.

Dr. Martens plc Annual Report 2023, pg. 70 & 103-105

DR. MARTENS PRIORITISED CLIMATE-RELATED RISKS AND OPPORTUNITIES

Our most set out alongude these are being
Disclose physical and Provide a materiality assessment of the  Detail the financial impact e 100 Vi Aot 0 O ALY IS VDY ot e oo RS 6 5 67 F o SABAMRRY OO
transition risks and risks and opportunities identified and of identified risks and Tansition sppertunities - assessed using beow 2°C scenaios o N
opportunities and ensure that the associated time frames opportunities and align the ot v ok S e o
associate them with align with the long-term nature of climate time horizons considered e ’;";T e e
different time horizons. change (i.e. short term, medium term and within the Paris Agreement i.e. sy - Commitmants:
Petent, 3 * Ofer options and guidence for wearers
long term). 2030 and 2050. i e s s i e e 2
. ) doromsaens e rvn e ad ot 4 i b 2040
Of the companies we reviewed: Bt ol ian
e that & hokis 1 e gl octear markat, © TPe5 MUMAES e Sesfected o by Noh [ Martons first
/ Jo Moo dutint Sonteiad moduivy: COUSNE 10 Launch the Droject in the US.
freselopin oy o . e g o e ok o o pew
rodeting by the Global Fashion Agesds. E’i:mm:a‘:"““m;
rocus ]
Achieving our Sclence-Based Targets
Kery examples of our
\ carban reduction inktatives.
~ g a0 the emivons copes. Liecycie
e . TR T oo reovts s )
) . . . . e s some o ey Pl o | sl
Identify physical Identify transition Have committed to Net Zero iigate our cimate reoted [ —
- - . . g rishs and opportunities (page BO) (Scope 31 g re
risks and risks and and provide a detailed transition S esivedn o T s 820
describe impact. describe impact. plan for achieving this. % Vi
(49% in 2022) (55% in 2022) (84% in 2022)

@ I(dentification @ Impact

PwC | Excellence in Sustainability and Climate Change reporting 34



Strategy (continued)

Climate change-related risks and opportunities

Estimated Timeframe Scenario sensitivity
Climate change-related risks wm Short Medium Long 15C 2c BAU
Physical risks 1. South African plantation yield loss 15-20 EEEEEgE—— O [ 1) o00
2 Chronic changes in precipitation 10-15 ==l e (11}
3. Higher wood procurement costs 100-200 -_ L 1) eee eeoe
4. Risk of flooding 15-85 [ —— oo eeee
Transition risks 5. GHG emissions regulatory changes (net impact) 35-110 EmEmgEmmmmn 00000 0000 000
6. Energy supply costs 90200 eessemmmmms eeeee S8 o0
7. Asset impairment risk 10-30 m——em eeee ocoo
Total climate change-related risks 275-660
Climate change-related opportunities
1 Sale of by-products 10-15 Emmmmmmm—— 00000 0000
2 Fiachicadl oparating costs Boitoh anerdy aimncy 1525 e semmmmmm 00000 0000 00
3. Changing customer behaviour 120-240 e 00000 0000 00
Total climate change-related opportunities 145-280
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of nisk or cppartunity

e Low kkelihood

TCFD recommendation: describe the climate-related
risks and opportunities the organisation has identified
over the short, medium, and long term.
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Strategy (continued)

Strategy
Understanding our climate-related risks and opportunities
Our hto ing the climate-related risks and

opportunities affecting Reckitt is underpinned by our scenario
analysis, which has been strengthened over the last few years as we
further develop our internal data-driven model of the business, or
'digital twin' in partnership with Risilience. This captures key business
information, including our locations, financial data, greenhouse gas
emissions, and the origins of natural raw materials.

With Risilience, we assessed both transition and physical risks.
Transition risks are quantitatively modelled over the short term
(five years), and qualitatively over the medium to long term.

Climate emission pathways
Our analysis multiple climate ios and their i ‘We explored the range of potential future global climate pathways,
which ultimately guide the externalities that are applied to our business in the scenario models.

The l‘ ive emission pathways are designed to provide a range of results when analysing climate risk. These have been developed as
ions of SSP-RCP from the IPCC's ing where:

+ SSP (shared socioeconomic pathway) models the societal changes that could occur in the future, including policy changes, consumer
changes, investor changes ete.
« RCP models the ultimate temperature rise, resulting from the SSP taken

‘We chose these scenarios to enable us to compare both physical risks and transition risks across the same emissions pathway, as they will
both have the same driving narrative force behind them. We also chose them as there is a great deal of scientific detail within each pathway.

Operational and market disruption physical risks are quantitatively Emission pathway Scenario Description Temperature increase by 2100 (°C)
modefied oyer alonget "",‘e l.r =me (Up to 20 years): TF“S |{1’orrn s Paris Ambition SSP1-19  The most rapid transition pathway as extreme actions are taken to 15
understanding of the relative impacts and long-term implications i 2 4 &
% s B 3 reduce emissions globally with widespread policy changes for a goal
of transition risks derived from policy development, consumer
& £ SR of net zero by 2050.
investor liabilities and together
with acute and chronic physical risks to the value chain. Overall, this Paris Agreement SSP1-2.6  Immediate and coordinated global action is taken to reduce emissions 2
supports our assessment of the materiality of individual risks within growth with widespread policy changes across various sectors with a
the time horizon. goal of net zero by 2070.
Stated Policy SSP2-4.5  Refers to the iti and policies that ieshave 2.5
pledged through their Nati D i Contributi
Current Policy SSP3-7.0  Defined by the cli lated policies that haveinplace 3
today, i.e. if no further policy action is taken.
No Policy SSP5-8.5  Designed as a complete removal of all carbon reduction policies and >4

a push towards fossil fuel development.

We focus on, and report, two scenarios, 1.5°C (Paris Ambition) and 3°C (Current Policy). These scenarios highlight the variation in risks and
opportunities in meeting our science-based targets by 2030 and net zero by 2040,

The 2022 assessment is currently presented for our whole business and is not yet separated specifically by geography or sector. These
scenarios assume no funher climate mitigation. As a resnl! they exclude our strategic climate actions, which are reducing carbon emissions
by our i and g activity and products with lower carbon and water footprints. This both mitigates
risk and creates opportunities. For example: bmldmg more resilient supply chains at site level and within ingredient origins; product innovation
to meet emerging consumer demand for more and ping products that are well placed for a low carbon, low
-water policy and physical environment.

(3) For more detaiks, see our Water and Sustainable Product innovation Insights
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TCFD recommendation: describe the resilience of the
organisation’s strategy, taking into consideration
different climate-related scenarios, including a 2°C or
lower scenario.
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2.3

|s the approach
to managing risks
and opportunities
well defined and
implemented?




Risk management

Organisations should disclose how climate-related risk management is integrated

into the overall risk management process. This illustrates how the issue of climate risk is
now considered an integral part of the overall risk management process.

Tips to make your reporting more effective:

TCFD recommendation: describe the organization’s processes for identifying
and assessing climate-related risks.

QinetiQ Group plc 2023 Annual Report & Accounts, pg. 64
01 Basic 0 2 Intermediate 03 Advanced -

In line with TCFD recommendations, our risk assessment approach

addresses both physical nisks and transition risks. In FY22, to identify
If applicable, disclose Provide a detailed If applicable, ensure that s st s o v e e
the operational linkage description of how climate it is detailed that there is o u..m.'flfi“ff..ﬂf,’:. “u;
of climate-related risk risk was integrated into full integration into the
management into the overall risk management.  overall risk management sepparigas ool ol
overall risk management process, including on a e Ol Deen dentifie
process. financial level. the s

(eg use o’o s 'T;'I'I‘: ete
Of the companies we reviewed: of our site operations, we are familiar with the physical risks posed and

have a good md‘rsumd ing of suitable mitigat FY23 we surveyed

o our's ey W g new issues or had
eno gnifics ssues were identified
scanning and will be setting up some additional programmes in FY24.
e

The scenario analysis described above bulds on our previous

5 programmes o

Disclose and explain the processes  Describe engagement Integrété climate-related

for assessing impacts and their and outcomes with risk into the overall risk

potential size, scope and relative multiple stakeholders = management processes

significance of climate-related risks.  on climate change. and explain how.

(33% in 2022) (26% in 2022) (52% in 2022) e

Identification an ment pr Risk integration
PwC | Excellence in Sustainability and Climate Change reporting . dentification and assessme tp ocess . S teg atio
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Risk management (continued)

We also conducted deeper business analyses
with a similar methodology to consider each
segment's spedificities and behaviour in the
short, medium and long term.

IV. Monitoring

Grupo Santander uses risk appetite, scenario
analysis and other tools to monitor climate-
related and environmental risk.

Risk appetite and climate-related policies
enable us to monitor and achieve related
targets and commitments. Risk appetite has
expressly considered climate since 2019. The
board's qualitative risk appetite statement on
climate links climate change management to
our policy to prohibit or restrict financing in the
energy, mining and metals, and soft commodity
industries to avoid negative environmental or
social impact. We regularly review our policies
to make sure our standards remain consistent
with our strategy and sound banking practices.

In line with our ambition to finance the
transition to a low-carbon economy, in
February 2021 Grupo Santander made its first
decarbonization commitments to reach net-
zero emissions by 2050. A quantitative metric
that we have introduced into our risk appetite

through regular communication with affected
customers to share Santander’s strategy.

In line with our established governance, we
are working to include the power generation
sector within our risk appetite statement as we
continue to set targets for sectors identified in

the action plan of the Net Zero Banking Alliance.

Another tool we use for monitoring climate-
related and environmental risks is scenario
analysis for both management and supervisory
purposes. For management, see section

"scenario analysis” in chapter 2. The ECB has
a bottom-up Climate Risk Stress Test, which
it performed before mid-2022 to assess how
prepared banks are for dealing with financial
and economic shocks stemming from climate
risk. Because it is meant to be a learning
exercise for both supervisors and financial

institutions, its results are not expected to have

any direct capital implications.

It covered Grupo Santander’s consolidated
perimeter and comprised three modules:

The three modules of the ECB Climate Risk Stress Test

o QUALITATIVE QUESTIONNAIRE

11 sections (78 questions):

1. Existence and use of ST exercises

2. Governance and inclusion in Risk Appetite
3. Integration into strategy

4. Methodology used

5. Scenarios

6. Data and sources of information

will limit our exp
c s and power g S s
who make 10% of their revenue from thermal
coal and do not have a credible transition plan
after an initial grace period. We are confident
that we will achieve this phase-out by 2030,

to coal-mining

7 ion on the ICAAP

8. Future development plan

9. Role of Internal Audit

10. EU subsidiaries of non-EU institutions

11. Methodological assumptions and choices

PwC | Excellence in Sustainability and Climate Change reporting

B P STRESS
CLIMATE RISK METRICS TEST PROJECTIONS

Non-financial corporates
22 sectors (NACE level 2)

2 metrics:

1) Income from GHG intensive sectors

2) Financed GHG emissions (scopes 1,2, 3)
Top 15 companies per sector

Additional documentation:

+ Actions previously carried out by the bank
+ Methodological approach

TCFD recommendation: describe the
organisation’s processes for managing
climate-related risks.

It covers credit, market, operational and
reputational risk.

Transition risk:
EU/Non-EU
2time horizons
3y: static balance sheet (BS)
30y: dynamic BS (2030, 2040, 2050)
Physical risk:
EU, Ty time horizon
2 hazards: drought & heat + flood

Operational and Reputational Risks based on
TS (no projections)
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Risk management (continue

An update on our risk management approach
Our ERMF outlines how we manage risk across the Group, as well as at branch and subsidiary level. It gives us the structure to
manage existing risks effectively in line with our Risk Appetite, as well as allowing for holistic risk identification.

Principal and Integrated Risk Types

Principal risks are risks inherent in our strategy and business model. These are formally defined in our ERMF which provides

a structure for monitoring and controlling these risks through the Board-approved Risk Appetite. We will not compromise
adherence to our Risk Appetite in order to pursue revenue growth or higher returns. The table below provides an overview of
the Group's principal and integrated risks and risk appetite statement. In addition to principal risks, the Group has defined a
Risk Appetite Statement for Climate Risk.

Principal Risk Types

Risk Appetite Statement

Credit Risk
Traded Risk

Treasury Risk

Operational and Technology Risk

Information and Cyber Security
(CS) Risk

Compliance Risk
Financial Crime Risk
Model Risk

Reputational and

The Group manages its credit exposures following the principle of diversification across.
products, geographies, client segments and industry sectors.

The Group should control its financial markets activities to ensure that Traded Risk losses do not
cause material damage to the Group's franchise.

The Group should maintain sufficient capital, liquidity and funding to support its operations,
and an interest rate profile ensuring that the reductions in earnings or value from movements
ininterest rates impacting banking book items do not cause material damage to the Group's
franchise. In addition, the Group should ensure its Pension plans are adequately funded.

The Group aims to control Operational and Technology Risks to ensure that operational losses
(financial or reputational), including any related to conduct of business matters, do not cause
material damage to the Group's franchise.

The Group has zero appetite for very high ICS residual risks and low appetite for high ICS residual
risks which result in loss of services, data or funds. The Group will implement an effective ICS
control environment and proactively identify and respond to emerging ICS threats in order to
limit ICS incidents impacting the Group's franchise.

The Group has no appetite for breaches in laws and regulations related to regulatory non-
compliance; recognising that while incidents are unwanted, they cannot be entirely avoided.
The Group has no appetite for breaches in laws and regulations related to financial crime,
recognising that while incidents are unwanted, they cannot be entirely avoided

The Group has no appetite for material adverse implications arising from misuse of models or
errors in the development or implementation of models, while accepting model uncertainty.
The Group aims to protect the franchise from material damage to its reputation by ensuring

Sustainability Risk that any business activity is satisfactorily assessed and managed by the appropriate level of
management and governance oversight. This includes a potential failure to uphold responsible
business conduct or lapses in our commitment to do no significant environmental and
social harm.

Integrated Risk Types Risk Appetite Statement

Climate Risk The Group aims to measure and manage financial and non-financial risks from climate change,
and reduce emissions related to our own activities and those related to the financing of clients,
in alignment with the Paris Agreement.

Digital Asset Risk This Integrated Risk Type is currently supported by Risk Appetite metrics embedded within
relevant Principal Risk Types.

Third-Party Risk This Integrated Risk Type is currently supported by Risk Appetite metrics embedded within

relevant Principal Risk Types.

1 The Groups Risk Management Framewark and System of Intemal Control applies only to whally controlied subsidiaries of the Group, and not to Assaciates, Joint

Ventures or Structured Entities of the Group.
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‘Materiality' is considered to be the threshold for significance
of reporting ESG issues for users of financial statements:
investors and other stakeholders. We take into consideration
the guidance as provided by the IFRS Foundation Standards,
understanding that material issues are those which could
reasonably be expected to influence decisions of those
users. We also note that materiality for ESG considers both
quantitative aspects as well as qualitative information,
including a regard for sustainable social and economic
development. This will evolve over time and we plan to
continue to assess our approach and reporting based on
relevance to our users.

TCFD recommendation: describe
how processes for identifying,
assessing, and managing
climate-related risks are integrated
into the organisation’s overall risk
management.
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Risk management (continued)

Integration of climate risk within the

Group's Risk Management Framework

The Group’s Risk Management Framework (RMF") sets out how the Group

identifies, manages, monitors and reports on the risks to which it is, or could be
exposed (including climate-related risks). The diagram below summarises how

climate change is reflected across the Group’s RME.

Risk Management
Framework

4. Risk 5. Governance
policies and organisation

6.Emerging 7. Strategic risk
risk management

9. Risk and control processes and reporting
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1. Risk strategy and culture
bty e ikt

5.Governance and organisation

y f 2 We have

ommittees ph

gy

ity
and iliti s defence.

for operations,
and the investment portfolio, as well as specific

6.
for private placements Climate and ESG risks continue to be manitored via the
well-established emerging risk process, whichalso
2 Risk appetite considers the evolving regulatory landscape: This
™ inability i i oved i ing Own Risk and
the B 2022 Solvency (ORSA) moni
to reflect our latest sustainability strategy. We
l 7
A o . 8
the Risk Universe. of Line 2 oversight of strategic developments, e.g.
3.Risk Universe ORSA,
Climate risk s treated as cross-cutting risk, rather
it ially i 8.Risk
footprinting and climate scenario analysis. Models
4.Risk policies for i i i
5 y 2022and
plannedin 2023
flags i isclearly 9

Aclimate risk dashboard covering key Level Trisks s
integrated into our regular risk reporting. Minimum
: Sl

TCFD recommendation: describe how
processes for identifying, assessing,
and managing climate-related risks are
integrated into the organisation’s
overall risk management
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2.4

|s strategy
supported by clear
and measurable
metrics that link

to risks and
opportunities?




Metrics and targets

Disclose the targets (and related progress) the company uses to manage climate-related  TGED recommendation: disclose the metrics used by the organisation to assess climate-

risks and opportunities. L , , o related risks and opportunities in line with its strategy and risk management process.
This will provide the reader with information on how proactive the company is being with

regards to reducing its climate impact, and whether they are set to reach their targets.
Tips to make your reporting more effective:

()1 Basic ()2 Intermediate ()3 Advanced - " O—{SE

L&G Climate Report Report 2022, pg. 31 — 39

Produce targets Include targets set over Ensure that any GHG emissions PeesRE == >
accompanied by a different timeframes, reduction targets are science-based =
qualitative description provide quantitative and whether they have been
of progress. progress and add approved by the Science-based ,
accompanying analysis. Targets Initiative. Extend the T — s gt e 22Ty 20
accompanying narrative. e ' wae
Of the companies we reviewed: ;-:":‘:

Report sophisticated climate-related Disclose science-based Disclose performance

risk metrics, including supply-chain, Net Zero targets, against targets using
comparatives and financial metrics.  including interim and quantitative
(37% in 2022) long term targets. comparatives.

(57% in 2022) (65% in 2022)
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Metrics and targets (continued)

TCFD recommendation: disclose Scope 1, Scope 2, and, if appropriate, Scope 3
greenhouse gas (GHG) emissions, and the related risks

b Reducing emissions across Scope 1 and 2

Performance against our target

Target: Reduce Scope 1 and 2 emissions.

by 46.2% by 2030 from a 2019 baseline

We reduced our Scope 1 emissions by 0.25 milion
tonnes and our Scope 2 emissions by 016 million
tonnes compared to 2021. This is a 9.4% decrease
in absolute Scope 1and Scope 2 emissions of the
Group and 16.9% reduction since the 2019 baseline.
Since 2004, we have reduced our absolute GHG
emissions by 30 million tonnes CO,e, which is a
43.5% reduction.

The Group's total Scope 1 GHG emissions are
predominantly due to the energy generation

in our pulp and paper mills and energy sales.

Our converting operations have a limited impact
on the Group's total Scope 1 emissions (around
4%), but contribute to the Group's Scope 2
emissions by 30%. We are focused on increasing
energy efficiency and purchasing electricity from
renewable sources.

In 2022, we reduced the specific Scope 1 GHG
emissions of our mills by 5.2% to 0.53 tonnes
CO:e/t (2021: 0.56 tonnes CO:e/t), mainly due to
our investment at our Ruzomberok (Slovakia) mill.

45% of the Group's Scope 1 emissions are
reported in regions with limits on GHG emissions;
25% are covered by the EU Emission Trading
System and 20% are covered by South Africa’s
carbon tax

@ MAP2030 target updates

Initial target
Reduce our Scope 1and 2 emissions by 34%
per tonne of saleable production by 2025 and
72% by 2050 from a 2014 baseline

Reduce Scope 2 emissions by 39% per
MWh by 2025 and by 86% by 2050 from

a 2014 baseline

Set a science-based Scope 3 reduction target
by 2025

New targets®

Reduce Scope 1and 2 emissions by 46.2%
by 2030 from a 2019 baseline

Reduce Scope 3 emissions by 275%
by 2030 from a 2019 baseline

Reasan for change

The 2050 Scope 1 and Scope 2 emissions reduction
target has been revised to a more ambitious
science-based target, approved in 2022

Meeting our initial commitment to set a science-
based Scope 3 target.

* Our newly c include.
The N

already

e
our our continuing operations.

Scope 1

{million t

2 GHG emissions

B Scope 1 Group Scope | Russian operations
excl Russian operations 5 Seope 2 Russisn operations
Scope 2 Group
excl Russian operations

o oo — oo
"
204 e L
190 i
068 Il oce Il 02 [ oas
Ilm I‘76 I’7g I'I71

201S8T 2020 202 2022
basedine
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Scope 1 emissions by country
%)
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" Turkye 1

Europesn mils are shown i bue

- dwest from our Russian assets

Mond performance 204 to 2022

Inteasty flomes CO per tonne <
of sdeable producton)

Performance against our targets

Target: Reduce Scope 3 emissions by 27.5%

by 2030 from a 2019 baseline

Our Scope 3 emissions are estimated to represent
46% of our total GHG emissions. In 2022, we
reduced the Group's Scope 3 emissions by around
183,000 tonnes CO:e. This is a reduction of 51%
against last year and a 12.6% reduction against the
2019 baseline of our short-term Net-Zero target

The reduction of Scope 3 emissions is mainly due
to a slightly reduced production volume (around
2%) and a reduction in fossil fuel consumption for
energy generation (around 5%)

Additionally, we replaced secondary data from
publicly available and accepted data sources
with primary data from some of our suppliers
to improve Scope 3 data quality.

Target: Reduce Scope 1, 2 and 3 emissions
by 90% by 2050 from a 2019 baseline

In 2022, our Scope 1, 2 and 3 emissions were
reduced by 0.59 million tonnes to 7.4 million
tonnes, which is a 74% reduction since last year
(2021: 7.9 million t). In total we reduced those
emissions against the 2019 baseline year by

1.3 million tonnes, achieving a 15% reduction
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Metrics and targets (continued)

Sustainability targets

Sustainability areas
and material issues

UN's Sustainable Development Goals % 5 2022
(SDGs) and their targets 2073 COINERTOEES Status
renewable energy

performance
[l 9.4 P 116 0, reduction in carbon ratio 0,
"AE-' 30% in direct operations 31% o
« Climate change h

. T 12.2 131 0, increase in energy-efficient 0,
Economicimpact N 1 50% b e el 49% Q
(e)0) 0 coolers in the market

50% of our total energy from z0/ 0 Impact from Russian
0 renewsdie operations.
and clean’ sources

100% total electricty used in the 99% Q

EUand Switzerland from
reneyable and clean’ sources

Climate and

Water reduction T 116 20, Wweterreductoninplants 7.4% &) Impect from Russian
d st dshi located in water-risk areas . operations. Further
g MW (water pricrity locations) implementation of

« Water stewardship
« Economicimpact
« Biodiversity

successful practices
and innovations
for those locations
is planned

o Eight projects out
of 19locations.

17.17 0y, help secure water availabiity 0,
100% for allour communities 42%
in water-risk areas (water
priority locations)
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TCFD recommendation: describe the targets used by the organisation
to manage climate-related risks and opportunities and performance

against targets

Water use ratio in water priority plants
(litre/ktre of produced beverage)

25

-20%
2025vs. 2017

2017 2018 2019 2020 2021 2022 2025
goal

1and2CO,

(000 tonnes)

(000 tonnes)

5000

2017 2018 2019 2020 2021 2022 2030
gosl

* Recaleulation of all emissions made due to conversion
factors change.
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Incoming disclosure standards: double materiality assessment

As per the incoming Corporate Sustainability Reporting Directive that will impact many companies with activities in the EU from FY24, a Double Materiality Assessment will be
mandatory for all companies in scope for the regulations.

The CSRD has been issued by the European Financial Reporting Advisory Group and is split into 2 key requirements:

1. European Sustainability Reporting Standards (ESRS) — 12 standards which companies must report against based on the Double Materiality Assessment.
2. EU Taxonomy (see page 49).

Throughout our analysis of FTSE 350 reporters, we noted some good practices in developing disclosures for the Double Materiality Assessment (DMA), please see laid out below.

CRH Sustainability report 2022, pg. 12-13 DS Smith Annual Report 2023, pg. 25

Whilst CRH are not yet Our materiality assessment DS Smith have already Materiality assessment

reporting a DMA, they have
recognised within their
disclosure the future
requirement and committed
to disclosing the
assessment in 2023.

We liked the honesty and
transparency in this
disclosure and the
recognition of the

future requirement.

conducted and are reporting

a DMA, recognising material

issues from both a ‘financial’
and an ‘impact’ perspective.
DS Smith is one of the few
reports noted where a DMA
was performed, and is

therefore an example of best

practice.

Reflecting the pace of change in the

w & Next captures shifts in prioritisation since
ntundertaken three years ago.

oV
We adopted a ‘double materiality’ approach, capturing both
impact’ and ‘financial' materiali
that the business has on peop 1e environment
), alongside the impacts that people and the
ironment have on the busines: stside-in’), wer
evaluated. Topic prioritisati
analysis of industry trends, alongside broad stakeholder
engagement utilising surveys and interviews.

nge should remain our top priorities, being of
ance for both the business and for people and
onment. Biodiversity and the regeneration of
nature emerged as nascent topics that had incri

and human rights
findings informed th
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Incoming disclosure standards: double materiality assessment

(continued)

‘SSE Sustainabily Report 2023,pg.8
Materiality review 2022/23:
defining the issues that matter

The process of defining and confirming the most material social,
economic matters, is the foundation of any business strategy for

The importance of ‘double materiality’
SSE has consistently sought to
understand its sustainability impacts,
however, in 2022, it established an
independent and thorough review of its
most material environmental, social and
governance (ESG] issues.

For the first time, SSE has adopted the
double materiality’ approach, a concept
which acknowledges that a company
should report simultanecusly on
sustainability matters that are material in
influencing business value and material to
the environment and society.

This approach is important because it
considers SSE's sustainability impacts
from both the perspective of its impacts
on the outside world, and the outside
world's impact on SSE, meaning risks and
opgortunities are viewed as a two-way
impact. This is a comprehensive and rich
consideration of social and environmental
issues.

SSE is mindful that emerging ESG
disclosure standards from the ISSB and
elsewhere are likety to require evidence of
a company’s most material ESG issues ~
from both the company and stakeholder
perspective. Being able to provide
evidence of the status of those issues

will support stakeholder confidence in
SSE's non-financial disclosures.
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Incoming disclosure standards: EU taxonomy

EU Taxonomy is a further requirement of the CSRD regulations that will require companies
captured by the regulation to report their proportion of revenue, capex and opex that aligns
with the standard. Taxonomy disclosures will become part of the sustainability statement
using a classification system that has a science based criteria.

Again we saw some best practice examples where companies have voluntarily disclosed
their EU Taxonomy activities already in preparation.

Both CRH and DS Smith voluntarily disclosed a full EU taxonomy statement.

CRH annual report 2022, pg. 270-273

Pre ion of from or with T. ligned i
Substantisl ONSH criteria
contribution’ {'Does Not Significantly Harm)
Taxorcmy
Abschite Proportion Cimate Clhimate Cimate Chmate Water and Crcuar Biodiversity Mrimum ~ahgned  Category Catogory
Economic Coty: e of | change  change | change  change  maroe SRR Poluion and s PropOMon  (enabling ‘firansticnal
< hy  tumover | mitigation adaptation | miUgation adsplation resources -4 (15 scosystems “"""‘, of tumover  actvity activity]
activities (1) LT . w ) ® o) 09 0y e v i) o W ey @)
- - * Y Y vm i o8 [ Y

A. TAXONOMY-ELIGIBLE ACTIVITIES
Al activities [ ligned)
Cement’

Tumover of

Taxonomy-

ali 1 activities 02 1% 1% 1%
(Ag)

A2T Eligible but not activities (not T, y-aligH

Cement’

Turnover of not

Taxonomy-

aligned activities Lo 2%
A2)

Total (A1 4+ A2) 43 13% 1% 1%
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DS Smith Annual Report 2023, pg. 64-65

EU Taxonomy eligible a

>d the per

operating expenditure relating

th

affec

Proportion of turmever Propertion of capital expenditure Preportion of operating expes
(share of revenue) (%) (CCapkx) (W) op!

Totals 4 3 14 1 3 1

49






Overview of analysis — Sustainability

Our analysis of leading FTSE 350, selected inbounds, and top track 100 private companies, yielded the following statistics across the
range of criteria scored. The total number of companies assessed was 57.

The percentage of companies we reviewed that scored full marks were:

Describe the company’s key business activities Describe the company’s purpose beyond making The company’s purpose is well-aligned to its core
and how they link to sustainability. money for shareholders. business activities.
(83% in 2022) (63% in 2022) (94% in 2022)
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Overview of analysis — Sustainability (continued)

Our analysis of leading FTSE 350, selected inbounds, and top track 100 private companies, yielded the following statistics across the
range of criteria scored. The total number of companies assessed was 57.

The percentage of companies we reviewed that scored full marks were:

Sustainability features as a key pillar of Include a broader set of impacts other Explain the process it undertakes to identify ~ Disclose that the material issues and

the core corporate strategy. than climate change in the strategy its material sustainability issues. materiality process is reviewed on an
annual basis.

(66% in 2022) (70% in 2022) (49% in 2022) . !

(19% in 2022)
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Overview of analysis — Sustainability (continued)

Our analysis of leading FTSE 350, selected inbounds, and top track 100 private companies, yielded the following statistics across the
range of criteria scored. The total number of companies assessed was 57.

The percentage of companies we reviewed that scored full marks were:

Identify internal and external stakeholders. Describe key issues identified by specific Outline action taken in response to stakeholder
(81% in 2022) stakeholders. concerns.
(83% in 2022) (84% in 2022)

PwC | Excellence in Sustainability and Climate Change reporting 53



Overview of analysis — Sustainability (continued)

Our analysis of leading FTSE 350, selected inbounds, and top track 100 private companies, yielded the following statistics across the
range of criteria scored. The total number of companies assessed was 57.

The percentage of companies we reviewed that scored full marks were:

Explicitly identify their ESG risks. Explicitly identify their ESG opportunities. Include ESG-related risks in the annual report
alongside other major business risks.
(95% in 2022) (61% in 2022) g !

(50% in 2022)
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Overview of analysis — Sustainability (continued)

Our analysis of leading FTSE 350, selected inbounds and top track 100 private companies, yielded the following statistics across the
range of criteria scored. The total number of companies assessed was 57.

The percentage of companies we reviewed that scored full marks were:

Disclose targets for each KPI. Describe progress towards targets. Clearly link KPIs to material issues.
(39% in 2022) (32% in 2022) (Not measured in 2022)
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Overview of analysis — Sustainability (continued)

Our analysis of leading FTSE 350, selected inbounds, and top track 100 private companies, yielded the following statistics across the
range of criteria scored. The total number of companies assessed was 57.

The percentage of companies we reviewed that scored full marks were:

Specifically discloses its environmental and/or social Reference new environmental Have reports externally assured against audit
impacts. regulations/standards. standards.

% in 2022
(5% in 2022) (12% in 2022) (56% in 2022)
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Overview of analysis — Climate Change

Our analysis of leading FTSE 350, selected inbounds, and top track 100 private companies, yielded the following statistics across the
range of criteria scored. The total number of companies assessed was 57.

The percentage of companies we reviewed that scored full marks were:

Disclose board climate governance structure, Describe the competencies of board members Describe how executive remuneration
and link this to overall governance structure. in relation to climate change. is linked to climate-related objectives.
(75% in 2022) (7% in 2022) (50% in 2022)

@ Board overview @ Management's role in Assessment and Management
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Overview of analysis — Climate Change (continued)

Our analysis of leading FTSE 350, selected inbounds, and top track 100 private companies, yielded the following statistics across the
range of criteria scored. The total number of companies assessed was 57.

The percentage of companies we reviewed that scored full marks were:

Identify physical risks and describe impact. Identify transition risks and describe impact. Have committed to Net Zero and provide a
detailed transition plan for achieving this.
(49% in 2022) (55% in 2022)
(84% in 2022)

@ Identification @ Impact
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Overview of analysis — Climate Change (continued)

Our analysis of leading FTSE 350, selected inbounds, and top track 100 private companies, yielded the following statistics across the
range of criteria scored. The total number of companies assessed was 57.

The percentage of companies we reviewed that scored full marks were:

Disclose and explain the processes for assessing Describe engagement and outcomes with Integrate climate-related risk into the overall risk
impacts and their potential size, scope and multiple stakeholders on climate change. management processes and explain how?
relative significance of climate-related risks.

(26% in 2022) (52% in 2022)
(33% in 2022)
@ Identification and assessment process @ Risk integration
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Overview of analysis — Climate Change (continued)

Our analysis of leading FTSE 350, selected inbounds, and top track 100 private companies, yielded the following statistics across the
range of criteria scored. The total number of companies assessed was 57.

The percentage of companies we reviewed that scored full marks were:

Report sophisticated climate-related risk Disclose science-based Net Zero targets, Disclose performance against targets using
metrics, including supply-chain, comparatives including interim and long term targets. quantitative comparatives.
and financial metrics.
(57% in 2022) (65% in 2022)
(37% in 2022)

@ Metrics @ Targets

PwC | Excellence in Sustainability and Climate Change reporting 60



For more information contact...

Alan McGill Lynne Baber

N

E: alan.d.mcgil@pwe.com E: lynne.r.baber@pwc.com PwC Net Zero Economy Index 2023 TCFD 2023 Status Report
M: +44 (0) 7711 915663 M: +44 (0) 7809 756065
Gordon Wilson Debora Rexho k
E: gordon.x.wilson@pwc.com E: debora.rexho@pwc.com

| M: +44 (0) 7901 670585 M: +44 (0) 7843 331255

V" TCFD -

Charlotte Campbell Ellie Ball
E: charlotte.campbell@pwc.com E: eleanor.ball@pwc.com European Union CSRD — Placemat Navigating the ESG landscape

M: +44 (0) 7704 074653 M: +44 (0) 7483 400133

et

Navigating the ESG landscape

L Ailis Eastop
| ( E: ailis.eastop@pwc.com

- M: 07483434992

PwC | Excellence in Sustainability and Climate Change reporting 61


https://www.pwc.co.uk/services/sustainability-climate-change/insights/net-zero-economy-index.html
https://www.fsb.org/wp-content/uploads/P121023-2.pdf
mailto:ailis.eastop@pwc.com
https://viewpoint.pwc.com/dt/us/en/pwc/news-and-alerts/landing-page/csrdplacematesglp.pdf
http://pwc.to/3BETqIr?trk=public_post-text

pwc.co.uk

This publication has been prepared for general guidance on matters of interest only, and does not constitute professional advice. You should not act upon the
information contained in this publication without obtaining specific professional advice. No representation or warranty (express or implied) is given as to the
accuracy or completeness of the information contained in this publication, and, to the extent permitted by law, PricewaterhouseCoopers LLP, its members,
employees and agents do not accept or assume any liability, responsibility or duty of care for any consequences of you or anyone else acting, or refraining to act,
in reliance on the information contained in this publication or for any decision based on it.

© 2023 PricewaterhouseCoopers LLP. All rights reserved. ‘PwC’ refers to the UK member firm, and may sometimes refer to the PwC network. Each member firm is
a separate legal entity. Please see www.pwc.com/structure for further details.

RITM14434834




