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Hello from PwC

Susanne Stormer Jens Pultz Pedersen

Partner, Head of Sustainability Director, Sustainability Solutions

E: susanne.stormer@pwc.com
T: +45 3079 4479

E: jens.pultz.pedersen@pwc.com
T: +45 2373 2222

Experience Experience

Susanne recently joined PwC after 20 years with Novo Jens has worked in PwC Denmark’s sustainability team
Nordisk, setting direction for the company’s ambition since 2000. Jens has worked with the majority of the
and strategy to be a sustainable business. She is a largest Danish companies, providing advice on data
recognised international leader in corporate quality for ESG data and assurance of sustainability
sustainability and reporting. reports.

She is a member of the Project Task Force to operate He is currently part of the working groups to provide

the project on preparatory work for the elaboration of input for potential updates to the reporting requirements
possible EU non-financial reporting standards, for ESG/CSR in the Danish Financial Statements Act
mandated to the European Financial Reporting as well as the working group under the 14th partnership
Advisory Group (EFRAG) by the European on climate change transition.

Commission.
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New
expectations of
reporting



We are at a turning point

Companies need to report more relevant
Information in new ways to a wider
range of stakeholders with intense focus
on information quality and usefulness.
Companies also need to keep up with the
latest, ever-changing regulatory

developments.
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Fundamental shifts are transforming what it takes to be
commercially successful, raising the importance of
environmental, societal and governance (ESG) factors

Combined, these are changing what it takes to
be a successful company:

ADAPT forces + COVID 19

Increased inequality

Asymmetry

D Disruption Digitisation accelerates

Deep global recession with bigger role
of state

Focus on climate

Build back better

Climate and natural resource utilisation fundamental to every aspect of
business.

Societal impact affects organisations’ ability to win customers,
recruit and retain their licence to operate.

Climate

Technology

Good governance is essential to ensuring organisations make good

Significant event o : _ _
decisions on these issues and maintain trust.

ﬂ Polarisation

Greater insecurity for youth, _ : .
while older people lose freedom Investors looking for businesses that have sustainable paths,

a sustainable strategy in light of these factors.

Increases between and within countries

Response to digitisation and the platform economy a key success
factor for every business.

Initial rise, but now falling
in government and media
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These transformational shifts make it vital for corporate
reporting to demonstrate value beyond financial accounts

User’s primary objective is to improve the performance of

Reporting on matters that reflect the organisation’s > P ~t ’ ove L
organisations on critical sustainability issues

significant impact on the economy,

_ environment and people E.g. an NGO using externally reported company ESG information to
Dynamic assess the working conditions of local employees; government review
materiality: adherence to policy setting, e.g. climate measures, tax payments.
Sustainability Reporting on the sub-set of sustainability
topics can topics that are material for enterprise ) . L. . . .
move — either value creation User’s primary objective is to improve economic decisions
gradually or E.g.an invegtor assesses CO2 emissio.ns.of a portf.olio relativg toa
very quickly .1.5°C warming scenario, as carbon emissions are tied tg the risk of

increased operating expenses in the future; investor review gender
Reporting that is equality as a conduit to secure future talent.

already in the
financial accounts*

* including assumptions and cash flow predictions Source: SASB GRI

Organisations need to tell their story across all three categories of information:

Financial + Environmental Social and Governance

Source: Statement of intent to work together towards comprehensive corporate reporting (CDP, CDSB, GRI, IIRC, SASB)
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These shifts also make it vital for companies to align with
new expectations of reporting

WWWWWW

Toward Common Metrics
and Consistent Reporting of
Sustainable Value Creation

Beyond shareholders to Beyond financial to impact :

rey
vy 2

Beyond historic to on demand From required to valued, Task Force on

and tailored trusted and informative Climate-related
Financial Disclosures

pared in collaboration with Deloitte, EY, KPM
0
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‘Non-financial reporting’ is increasingly aligned with financial
reporting contents

Financial reporting contents ‘Non-financial reporting’ contents
Management review Management review
e risks e risks
e expectations e expectations
e business model e Dbusiness model
Statements Data tables/statements
Accounting principles Accounting principles

Assurance (high) Assurance (mainly review)

PwC



Implications for
companies



Reminder: It begins with purpose and strategy

The purpose and resulting strategy need to
reflect the significance of ESG to both short- and
long-term growth, to operations, to investors
and to other stakeholders.

The right reporting approach — including financial
and non-financial metrics — flows from that
strategy.

KPI definition (financial and non-financial) and
trusted data.

@ In order to succeed, companies also need proper

PwC
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Companies should embark on a strategy refinement and
resulting transformation to address stakeholder concerns

Company-specific —
metrics plus baseline
reporting*
5 6

4

Embedding of Comprehensive Supporting trust by
target metrics in reporting and providing (modular)

operations and stakeholder assurance on
reporting systems feedback reporting

Iterative process for developing an up-to-
date sustainably
Strategy Transformation Execution

* o = .
To cover all information needs, you may need to consider:

Strategy alignment Target setting and
with material sustainability
impacts reporting roadmap

Stakeholder identification Awareness raising
and materiality analysis and baselining

» Established financial and non-financial reporting standards defined by third parties
» Specific KPlIs relating to strategy, defined by you
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The reporting landscape is evolving, and there are significant
moves towards a common set of standards

Sustainability reporting standards Sustainability frameworks Harmonising alliances

S o | ACT Corporate
concare: YU CDP MANASEMENT Reporting
Sosrd T m—— WORLD Dialogue

ECONOMIC _
FORUM {
i€F wbesd TCFD EEIFRS'  ooidfe

GRI %
N3

& 20+ measurement protocols

Sustainability ratings and rankings Sustainability principles and guidelines
~Sem World
B ornanariie = - RESPONSIBLE BUSINESS CONDUCT
Ca|Vert = ana PR I g» OECD OECD Guidelines for Multinational Enterprises
S&P Dow Jone Alliance for
Indices Corporate

ance Company
ance
@ DOra
Transparenc y !ﬂ“l"m
Qs (GGE] @ @ IFC PRINCIPLES
MORNINGSTAR o

MSCI & CS RHUB® (@) EsGOALS

, @
o == Environmental = LA
£33 GRESHEB -F' Performance e“,'\ United Nations | “ ¥ AR v
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INTERNATIONAL UNEPINITIATIVE
l/”-

Bloomberg fAf Af® %‘PULUDALIOO
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Metrics must be based on universal norms, industry-specific,
national standard and company-specific KPIs

Universal
>Understand regulatory and compliance
requirements
> Seek inspiration from WEF/IBC
recommendations that use e.g.GRI, SASB,
SDGs

Navigating the
corporate reporting
landscape

Industry and national
> Consider industry-specific standards from
e.g. SASB, GRI
> Consider national requirements
>What are our peers doing?

External disclosure
>What are the
expectations of our
stakeholders?
> Discuss with market,
analysts, ESG
professionals. h v g
External disclosure

Company-specific

making and measure performance against
company strategy and stakeholder needs

S J
Y

Materiality, significance, accounting principles
PwC

> Consider what else is needed to inform decision
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The momentum is unprecedented, and keeping up with the
latest developments can be difficult

2018 — 2019 Q1 - Q2 2020 Q3 - Q4 2020 2021 — 2022

e The Non-Financial Reporting Directive e During the 2020 World Economic Forum e In July 2020, the Sustainability The European Commission plans to announce the
(NFRD) requires companies to include (WEF), the “Measuring Stakeholder Accounting Standards Board (SASB) proposed revised NFRD in April 2021.
non-financial statements in their annual Capitalism: Towards Common Metrics and the Global Reporting Initiative
reports from 2018 onwards.; and Consistent Reporting of Sustainable (GRI) announced a collaborative work plan It has also requested the European Financial

Value Creation” report was released. to show how companies can use both

e Accountancy Europe proposed a new

global corporate reporting structure, with

the creation of an International Non-
financial reporting Standards Board
(INSB) to sit alongside the existing

International Accounting Standards Board

(IASB).

*Mandatory reporting

PwC

sets of standards together.

In September 2020, the Carbon
Disclosure Project (CDP), the Climate
Disclosure Standards Board (CDSB),
GRI, the International Integrated
Reporting Council (IIRC) and SASB,
announced a shared vision for a
comprehensive corporate reporting
system.

In November 2020, the IIRC and SASB
announced their intention to merge into
a unified organisation, the Value
Reporting Foundation.

The International Organisation of
Securities Commissions (I0OSCO)
established a board-level task force to
harmonise the wide range of different
sustainability standards and
disclosures.

Reporting Advisory Group (EFRAG) to set up a
task force to make recommendations on potential
European non-financial reporting standards to
deliver a first or draft standard by June 2022.

The final version of the EU Sustainable Finance
Disclosure Regulation’s (SFDR) specific
disclosures are expected to be finalised by
January 2022.

The Taxonomy Regulation will require large
companies (covered by the NFRD) to report on

turnover, capex and opex.*

The International Financial Reporting Standards
(IFRS) Foundation is considering feedback on its
proposal to set ESG standards which could be
ready in time for the COP26.

The Task Force on Climate-related Financial
Disclosures (TCFD) based reporting to become
mandatory by the end of 2021 in some countries.
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https://www.sasb.org/wp-content/uploads/2020/11/IIRC-SASB-Press-Release-Web-Final.pdf

Example: Deep dive into the EU Sustainable Finance
Disclosure Regulation

The draft list below contains the 14 mandatory indicators which the financial sector will have to comply with and collect from the companies they
invest in. The draft list published on the European Securities and Markets Authority’s (ESMA) website will include the disclosure regulation
coming into force on 10 March 2021.

HOONOOR~WNE

12.
13.
14.

PwC

GHG emissions, scope 1 and 2 (as well as scope 3 as of 1 January 2023)
Carbon footprint

GHG intensity of investee companies

Exposure to companies active in the fossil fuel sector

Share of non-renewable energy consumption and production

Energy consumption intensity per high-impact climate sector

Activities negatively affecting biodiversity-sensitive areas

Emissions to water

Hazardous waste ratio

. Violation of UN Global Compact principles and OECD Guidelines for Multinational

Enterprises

. Lack of processes and compliance mechanisms to monitor compliance with UN

Global Compact principles and OECD Guidelines for Multinational Enterprises
Unadjusted gender pay gap

Board gender diversity

Exposure to controversial weapons.

9

|

The regulation will be established on 10 March 2021.
However, the full regulation will be effective starting

from January 2022 along with the taxonomy regulation.
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This leads to an increased need to build trust and confidence

PwC

The financial reporting ecosystem is designed to boost trust through measures
including:
o high levels of personal accountability for the quality of information

o a well-build-out system of requirements, knowledge on application, processes,
controls and reporting

o a requirement that information is independently assured.

Users of equivalent non-financial information need to address whether and how such
requirements should apply to this category of information.

At the same time, there is an ongoing debate on how to improve quality of information
within the current audit.

This is prompting increased debate on how to structure the ecosystem to maximise
guality, addressing the responsibility of management, audit committees, internal audit,
external audit and regulators, among others.

17



Assurance should evolve to include more of this agenda.
The future is likely to be modular.

e The EU consultation Current model New model
on Assurance Modular assurance

non-financial reporting
standards are
considering how Goggmnce
assurance should —
Limited o
evolve Resili-

" Non- ence/
financial risk

data

« We can expect this
debate to accelerate

Corporate reporting

Audited Audited
financial financial
statements statements

PwC 18



In a nutshell

Companies
need to
reshape their
corporate

reporting to
meet investor
and other
stakeholder
needs.

PwC

We need
globally aligned
standards to
drive
consistency
and trust.

Standards and ESG
expectations
should be as
high as they
are for
financial
reporting.

Information
needs to be
assured to be
trusted.

PwC will lead
our clients
through this
process

— from strategy

 to execution.
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Thank you

Partner, Head of Sustainability
E: susanne.stormer@pwc.com
T: +45 3079 4479

Interested in learning more about
sustainability?

Director, Sustainability Solutions
E: jens.pultz.pedersen@pwc.com
T: +45 2373 2222

Visit

www.pwc.dk

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 Statsautoriseret Revisionspartnerselskab, 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.

© 2021 PricewaterhouseCoopers Statsautoriseret Revisionspartnerselskab. All rights reserved. In this document, “PwC” refers to PricewaterhouseCoopers Statsautoriseret
Revisionspartnerselskab which is a member firm of PricewaterhouseCoopers International Limited, each member firm of which is a separate legal entity.
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