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Introduction to the CSRD

The new Corporate Sustainability Reporting Directive (CSRD) is a vital puzzle piece of the EU Green Deal — a set of EU policy initiatives with the aim to make
Europe the first climate-neutral continent by 2050. The CSRD shall enhance transparency, reliability, and comparability of sustainability-related corporate
information for all stakeholders, but particularly for the financial community to enable well-informed investment decisions. In the sustainability reporting
landscape, the CSRD is a real disruptor. Unlike its predecessor, the Non-Financial Reporting Directive (NFRD), the CSRD is mandatory for nearly 50,000 public
and private companies and sets far-reaching requirements for what must be reported by providing the binding European Sustainability Reporting Standards
(ESRS).

Unquestionably, the CSRD poses a huge challenge for companies. They will have to employ additional resources to manage the reporting process and collect a
large set of qualitative and quantitative environmental, social and governance (ESG) data. This is particularly true for many PE portfolio companies that might
have little to no prior sustainability reporting experience and are yet to establish relevant internal structures.

From a positive perspective, the CSRD can function as a mechanism to future-proof a company’s activities by reducing negative sustainability-related impacts
and identifying and addressing risks and opportunities. Moreover, the CSRD enables companies to effectively highlight their commitment to relevant
stakeholders and can be a catalyst to secure financing at better rates.

At Sustainable Advantage, we understand both the challenges and opportunities the CSRD brings along. We strive to find pragmatic solutions for clients by
building customised transition plans that do not overwhelm organisations while doing justice to the requirements of the new reporting obligations. For that,
we encourage our clients to kick off the process now so they can make it a positive experience for their organisations and maximise value.

www.sustainable-advantage.com | Sustainable Advantage © 2022 | slide: 2



http://www.sustainable-advantage.com/

SUSTAINABLE
ADVANTAGE

Content

< CSRD and ESRS requirements
< Our CSRD Offering
< About Sustainable Advantage

www.sustainable-advantage.com



http://www.sustainable-advantage.com/
http://www.sustainable-advantage.com/

€) SUSTAINABLE
) ADVANTAGE

Key sustainability reporting regulations introduced by the EU

Green Deal

Directive or regulation

EU Taxonomy & delegated acts:
Prevent greenwashing, create a unified classification system for
sustainable investments and products.

Corporate Sustainability Responsibility Directive (CSRD):
Increase transparency through disclosure of sustainability
information. Revision and strengthening of NFRD rules.

Sustainable Financial Reporting Directive (SFDR):

Increase transparency through disclosure of sustainability
information, on company & portfolio level.

Affected parties

Large public-interest companies, large private
companies, listed SMEs, financial market
participants

Large public-interest companies, large private

companies, listed SMEs, non-EU companies with
financial undertakings within the EU market, see

slide 4 for details

Financial market participants and financial
advisors >500 employees; comply/explain for
firms with <500 employees
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Synergies

Sets out definitions of
taxonomy-aligned activities
and sustainable investments
relevant for NFRD, CSRD &
SFDR.

Ensure that investee
companies provide
information to financial
market participants and
financial advisors to satisfy
their SFDR reporting
requirements.
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Why CSRD? Who is affected?

The CSRD shall address the shortcomings of its predecessor All'large EU companies meeting at least 2 out of 3 criteria:

version NFRD (limited in scope & lack of standardisation) > 250 employees and/or .
_ o ' > €50 M net turnover and/or W h t CS R D ?
= Enhance public accountability by increasing transparency, a I S .

> €25 M total assets
reliability, and comparability of information

= Steer capital flows towards sustainable investments = Listed SMEs = The CSRD is a new mandatory EU

= Create a level playing field for companies operating in the = Non-EU companies listed on EU markets possessing financial

sustainability reporting directive.
assets yrep 8

European Union = Non-EU companies generating a net turnover of more than €150

million in the EU, that have at least one large or listed subsidiary
(see threshold for large companies above) in the EU or at least
one branch in the EU with more than €40 million in net turnover Sustainability Reporting Standards (ESRS)

A key part form the European

as developed by EFRAG, setting out

detailed reporting requirements.

What is the timeline? How to report?
Companies report on their impacts on
= The directive came into force on January 1st, 2023 * Included in the management report people & planet as well as risks &
* |tisimplemented in phases = XHTML or electronic format in accordance with the opportunities across environmental,
> publicly listed, NFRD-regulated companies from 2025, for ESEF regulations; digitally ‘tag’ reported social and governance topics, incl. their
the financial year 2024 sustainability information value chain where applicable.

» non-listed large companies from 2026 for the financial

year 2025
> listed SME from 2027 for the financial year 2026

» non-EU companies from 2029, for the financial year 2028
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Defining features of the CSRD

Double Materiality

Companies are required to conduct a double materiality assessment to identify their positive and negative
impacts on people and the environment (impact materiality) as well as the sustainability-related risks and
opportunities for the company (financial materiality). The outcome determines to a large extent the reporting

topics under ESRS.
External Assurance

Companies are required to seek independent external assurance for all quantitative and qualitative information.
To start with, “limited third-party assurance” is sufficient, an expansion to “reasonable assurance” is anticipated.

Management Report

Companies will need to disclose the sustainability information in a dedicated section of their management
reports. This also means that financial and sustainability information will be published at the same time.

EU Taxonomie

Companies that fall under CSRD are automatically in the scope of the EU Taxonomy. ESRS requires disclosure of
information in accordance with the EU Taxonomy.

Comprehensiveness

The information required by the ESRS is complex and vast. Companies need to disclose forward-looking and
retrospective information, incl. reporting progress against set targets.

Scope

Companies need to include value chain information, where applicable. Companies will need to gain an
understanding of the sustainability aspects of all relevant third parties.

© 0 0 ®© 0 O
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Including ESRS information into the _ :
management report What is ESRS:

= The European Sustainability Reporting

Standards (ESRS) set the structure and

disclosure requirements, that entities in

DRAFT EUROPEAN SUSTAINABILITY PEAN SUSTAINABILITY SUSTAINABILITY
— s e the scope of CSRD will need to report on.
Management Report Climat force onduct

The ESRS consist of

Climate change
4 () 4
Q » 1 standard on general principles
for sustainability reporting (ESRS 1)

. .1 Novwrl DRAFT BUROPEAN SUSTAINABILITY DRAFT BUROPEAN SUSTAMABILITY » 1 standard on overarching
Sustainabil Ity Statements REPORTING STANDARDS REPCTRNS STANDANDS bac disclosure requirements (ESRS 2)
ESRS 1
o | i ¢ ESRS 2
_ - > 10 topical ESG standards
/\ ) =\
. : / \¥ - In total, more than 1,100 data
Audit Reports AN A\ i
s Sl Many reporting requirements are based
BEFRAG BEFRAC on or are similar to those under global
Financial Statements frameworks such as GRI and TCFD.
= The reporting set published to date is

sector-agnostic. Sector-specific disclosures
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The ESRS requirements at a glance

Sector Agnostic Standards

Sector-specific standards

Cross-cutting . . (Commg Iater)
Environmental Social Governance
Standards
ESRS 1 ESRS E1 ESRS S1 ESRS G1
General Requirements Climate change Own workforce Business conduct N\ E-SpECifiC standards
ESRS 2 ESRS 2 ESRS S2
General Disclosures Pollution Workers in the value chain
General, strategy, ESRSE3 ESRS S3 * The cross-cutting standards
governance and Water and marine Affected communities (ESRS 1, ESRS 2) apply to all
> materia“ty resources companleS.
disclosure ESRS E4 * The reporting of topic-specific
requirements Biodiversity and EORS 54
ccosystems S$3) is dependent on materiality.
ESRS E5
Resource use and circular
economy
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Unravelling the ESRS requirements — Example climate change

Sector Agnostic Standards

Environmental Transition plan for climate change mitigation

Policies related to climate change mitigation and adaption

Action plans and resources related to climate change

mitigation and adaption Disclosure Requirement E1-4 — Targets rol: Example E1-4

The undertaking shall disclose the climaterelated targets it has adopted.

Targets for climate change mitigation and adaption . The objective of tis Disclosure Requirementis fo enabls an \g of the targets the
undertaking has set to support its climate change mitigation and adaptation policies and
address its material climate-related impacts, risks and opportunities.

Energy consumption and mix e e ekt 0 el o o e e

For the disclosure required by paragraph 28, the undertaking shall disclose whether and how

it has set GHG emissions reduction targets and/or any other targets to manage material

G H G em iSSl ons climate-related impacts, risks and opportunities, for example, renewable energy deployment,
energy efficiency, climate change adaptation, and physical or transition risk mitigation.

If the undertaking has set GHG emission reduction targets?, [draft] ESRS 2 DC-T and the

following requirements shall apply:

GHG removals and GHG mitigation projects (a)  GHG emission reduction targets shail be disclosed in absolute valu (cither n fonnes
©of CO2 equivalent or as a percentage of the emissions of a base year) and, if deemed
meaningful, in intensity value;

(b) GHG emission reduction targets shall be disclosed for Scope 1, 2, and 3 GHG
emissions. The undertaking shall explain how the consistency of these targets with
the GHG inventory boundaries is ensured (as required by Disclosure Requirement
E1-6). The undertaking shall not include GHG removals, carbon credits or avoided
‘emissions as a means of achieving the GHG emission reduction targets;

ESRS E1
Climate change

Internal carbon pricing

Potential financial effects from material physical risks, (@ ihe underiking shall discoce i current base year and baseine vaue, and from
2030 onwards, update the base year for its GHG emission reduction targets after

transition risks and climate-related opportunities overy Tve-year period thereafler The undertaking may ciscioss he past progress
made in meeting its targets before its current base year provided that this information
is consistent with the requirements of this [draft] Standard;

{d) GHG emission reduction targets shall at least include target values for the year 2030
and, if available, for the year 2050. From 2030, target values shall be set after every
five-year peried thereafter;

(e) the undertaking shall state whether the GHG emission reduction targets are science-
based and compatible with limiting global warming to 1.5°C. The undertaking shall
state which guidance or framework has been used to determine these fargets
including the underlying climate and policy scenarios. As part of the critical
assumptions for setting GHG emission reduction targets, the undertaking shall briefly
explain how it has considered future developments (e.g., changes in sales volumes,
shifts in customer preferences and demand, regulatory factors, and new
technologies) and how these will potentially impact both its GHG emissions and
emissions reductions; and

f the undertaking shall describe the expected decarbenisation levers and their overall
quantitative contributions to achieve the GHG emission reduction targets (eg.,
energy or material efficiency and consumption reduction, fuel switching, use of
renewable energy, phase out or substitution of product and process).
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Understanding CSRD Double Materiality What is double
materiality?

Outside-in perspective:

i el it Double materiality combines financial
Financial risks & opportunities caused by nature and y The double materiality analysis is a
i i i and impact materiality.
society, e.g. climate change, demographic change p y compulsory element of CSRD/ESRS.
= The analysis shall help a company identify
I L . Financial - - :
Financial materiality » its most significant impacts on
mafunfan ~ : :
/fk\\ _ society and the environment.
f=
Primary audience: Investors, shareholders g Impact » sustainability-related risks and
£ AND opportunities
...................................................................................................... Q; financial Pp .
Inside-out perspective: Positive & negative impacts Té Ul il )0 Sinizl ) etz
(] ~ - =
L. . - >
by the organisation on nature and society, e.g. g . el s Unlieel fojaliel
climate change, diversity § [ | et T e ek
i:_é’ Impact > gain insights to inform its
> sustainability strategy.

Impact materiality (inside-out)

m
I Impact materiality
M

B
»

Primary audience: Consumers, civil society & local
communities, employees, suppliers, etc.,

Stakeholder engagement is a vital element
of conducting a double materiality

analysis.
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Our CSRD Solutions
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Our services to prepare your organisation for CSRD Reporting

CSRD Kick-off CSRD Double CSRD Readiness Transition First CSRD
Workshop Materiality Roadmap Report

Optional

Report

- Common - Assessment of financial- - Detailed assessment of - Publication of “test - Publication of first CSRD
understanding of CSRD and impact materiality incl. ESRS maturity run” report based on report based on 2025 data
requirements and stakeholder engagement - Tailored action plan to 2024 data - Fully compliant with
transition milestones; - Compliant with ESRS achieve CSRD readiness - Aligned with ESRS ESRS requirements
assigned responsibilities requirements - See slide 14 requirements to the - Externally assured

- See slide 12 -See slide 13 highest possible degree (“limited assurance”)

2024 2025 2026

A 4
v

Preparation stage Delivery stage
Pricing for service offering depends on complexity of

organisation and governance structure in place' www.sustainable-advantage.com | Sustainable Advantage © 2022 | slide: 12
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CSRD Kick-off Workshop

Approximately 2.5 hours workshop with all key topic owners to establish a common understanding of CSRD reporting requirements and key milestones

of CSRD transition, to assign/reinforce internal responsibilities and to identify potential roadblocks.

Indicative workshop agenda

Overview of sustainability requirements

= Qverview of recent developments in the (legislative) sustainability space and drivers for corporate
sustainability

= CSRD and ESRS requirements

Company Transition Path

= Discussion of a company’s status quo and key gaps to CSRD compliance (high-level)
= Milestone plan with timeline and responsibilities

Interactive element

= Break-out sessions: With the help of guiding questions, topic owners identify what CSRD transition means for
them and their teams, key stumbling blocks/challenges and potential solutions
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Double Materiality Assessment
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Assessment of financial materiality and impact materiality in compliance with CSRD/ESRS requirements. The outcome will be a list of material topics

relevant for topic-selection under ESRS and valuable for strategic insights. Key stakeholder groups will be included in the assessment. Sustainable

Advantage will provide you with a Materiality Assessment Report summarising all key findings and preparing you for the next steps.

-

High-level analysis of the
organisation’s context

= Value chain mapping

. Business plan & strategy

= Regulatory landscape

. Industry norms and best
practice

= Competitor activities

. Stakeholder group mapping

-

Identifying IROs related to
sustainability matters

n Draw upon ESRS sustainability
matters list

n Identify entity-specific
sustainability matters

] Consult internal experts

] Engage internal & external
stakeholders

-

Assessing and determining
material IROs

)

Define assessment methodology
Engage topic experts in working
sessions

High-level validation and
prioritisation with C-Level
applying defined thresholds
Visualisation of final list of
material IROs

Materiality Assessment
Report

Summary of reporting process,
stakeholder engagement, criteria
and thresholds applied
Documentation of all assumptions
made for assurance purposes
Guidance on next steps / strategic
and reporting implications
Presentation of the final results to
the executive team

Basis for external
assurance and external
reporting on materiality

Approximately 3 months
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Maturity Assessment

Analysing a company’s CSRD readiness regarding the ESRS

framework’s over 1,100 qualitative and quantitative data
points.

The maturity assessment establishes:

Materiality (based on Double Materiality outcome)
Compulsory / non-compulsory/ postponement allowance
Availability of data

Quality of data

Documentation of data

Data owners

Required action

The maturity assessment is based on document evaluation
and interviews with topic owners.

€) SUSTAINABLE
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Customized CSRD Readiness Roadmap

u Action Plan
Customised action plan with clear timelines and responsibilities covering

= Strategic recommendations regarding sustainability strategy, ESG & climate
governance, data governance & external assurance preparedness

=  Detailed recommendations for all material / compulsory data points

et desction

[Failieracs s -t

[Moteil s ks srd

General Environment Social Governance Overall CSRD
Disclosures Readiness
Maturity
® & 0 & 0 o

Assigned readiness traffic light based on calculated percentages
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Depending on where a company is in its journey to CSRD, we recommend planning a “test run”. This allows for stress-testing internal governance and

newly established work streams and familiarises the company with ESRS reporting in practice. Sustainable Advantage can aid your organisation in

determining the appropriate ambition level and facilitate every step of the reporting process.

Features of a Transition Report

= Report covering qualitative and quantitative information for the
financial year starting in 2024, to be published in 2025

= Adhering to the ESRS requirements to the highest possible degree

= External assurance of selected KPIl and selected qualitative
information to prepare for a “limited assurance” of all qualitative

and quantitative information in the subsequent year

Benefits of a Transition Report

v’ Stress testing newly established internal governance,
workstreams, and project plans across all relevant functions

v’ Facilitates data collection and editing in the upcoming year,
as a foundation has been established

v' Availability of (externally assured) quantitative data for
comparison and trend analysis in the upcoming year

v’ Practice run with external service providers
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Supporting you in a smooth reporting process and ensuring compliance with the ESRS reporting framework. The result is your organisation’s first CSRD

Sustainability Report and blueprint for the following years.

Indicative reporting process

-

e Agree on
cornerstones of
report (aligned with
legal requirements)

e Potentially: Scoping
of the reporting
design and structure
with the graphic team

Publication in
Management Report only
or additionally as a
(adjusted) standalone
report?

1. Scoping

~

2. Data
acquisition

e Collect ESRS aligned
qualitative &
guantitative data
based on established
data framework

e Data interviews with
selected topic
owners

e Data review

® Reporting outline
e Writing of draft
CSRD report

* Feedback by
content owners

* Feedback by client
project manager

@l 3. Draft report
& feedback

4l 4. Review

¢ Sign-off on report
by project manager
& C-Suite

*Potentially
translation

*Recommended:
external proof-

\_ reading )

*Engagement with a third-party assurance company (to be commissioned by client)
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¢ Confirmation
letter for “limited
assurance”

5. External
Assurance*

Graphics depend on overall concept for
management report. Where required,
Sustainable Advantage can offer design
services for CSRD section or standalone
sustainability report or accompanying
sustainability brochure.

First CSRD

Report
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About Sustainable Advantage
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Private Equity Companies

We support over 500 companies globally across
all sizes and sectors BELDC

IK Partners 4
€YsUsTANABLE
) ADVANTAGE Volidayinn

I
| l | AUGUST
ESG Utilities, procurement, Waste A\
Consulting infrastructure Management Graphite Capital
© BOWMARK
CAPITAL

CO
* Qver 500 national and international clients ||| op

e Over 40 Private Equity houses supported

MML | g
* £450m of utilities and waste procured and managed for over 15,000 client locations in the UK BAR@RETT
ReulDeuls 55 0ue nuence RealDeuls - ess consuimncy \ EH'?EINESS mffl.U - 'J:H/j_ M \ C 6TE
ESG ESG 1o s AWARDS National Recycling WestBridge | Prredfs
) ADVANTAGE AWARDS AWARDS 2021 Awards 2020
‘Wg FINAI_IST FINAL'ST ENERGY AND SUSTAINABILITY

CONSULTANCY OF THE YEAR = \\y FINALIST Eo B“s
=gees
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Why work with Sustainable
Advantage

Our ESG team has a strong track record in delivering ESG services to
the mid-market Private Equity sector.

Our ESG products and services are tried and tested, expertly mapped
against the PE investment cycle:

Investment strategy
Pre-investment due diligence
Active asset management

Divestment

The products and services that we can offer during each part of the
investment cycle are illustrated on the next slide.

www.sustainable-advantage.com | Sus

Private equity experience

A trusted partner in mid-market private equity, Sustainable
Advantage has a strong track record, working with over 40
private equity funds and over 300 investee companies. Our
work evolves in response to the changing aspirations and
regulatory challenges of investors and organisations.

Collaborate approach

We pride ourselves in taking a collaborative and flexible
approach to working with our clients. We have a range of
skills and recognise the importance of listening to our clients'
needs.

Technical knowledge and skills

We have a diverse team with rounded ESG
knowledge and skills such as due diligence, Net
Zero, and materiality.

Clear and actionable outcomes

We offer a range of bespoke ESG products and
platforms, ensuring that we can deliver clear and
actionable outcomes for our clients.

Partnerships approach

Sustainable Advantage has partnered with
Worldfavor to provide a comprehensive software
solution for data management across portfolio
clients.
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Managing your PE Investment Cycle with SA NPTV

The diagram summarises the products SA have developed to support your investment journey

ESG Investment Strategy ESG Investment
® ESG Investment framework
e ESG Investment guidelines
e Exclusions and risk screening

Strategy

Active Asset Management
* Performance management:
* ESG scoring and action plan
* ESG performance tracker
* Metric data collection (PE House

Pre-Investment

Pre-Investment Due Diligence Due Diligence

e DD RAG
* Baseline Score & 100-day action o & portfolio company)
plan * Emissions:

* Net Zero calculations
* Net Zero glide path & reduction
strategy
Net Zero action tracker
* Reporting:
* Impact Reporting
* CSRD Double Materiality
Assessment
* CSRD Readiness Roadmap
* CSRD Reporting
* TCFD Reporting

Active Asset
Management .

Exit Due
Diligence

Exit Due Diligence
e DD Exit
e ESG Databook
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Our team

James Stander Sharon Dekker Anna Govier

& 75 sustainability consultants and
experts across three business units

Contact us for a free CSRD consultation

Emilie Jeanjean

Senior Consultant
Emilie.JeanJean@sustainable-advantage.com

Jana Nikolin

Principal Consultant
Jana.Nikolin@sustainable-advantage.com
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