Webinarraekke om baeredygtighed

CSRD - Hvad skal du vide,
og hvordan kommer din virksomhed

godt fra start?

26. oktober 2022




Webinar om CSRD - Dagsorden

9:00 - 9:05 Velkomst / Susanne Stormer, PwC

9:05 -9:20 Hvad skal du vide om CSRD / Susanne Stormer, PwC
9:20 - 9:30 Integreret rapportering i Danfoss / Kasper Elbjgrn, Danfoss
9:30 - 9:55 Tips til CSRD samt Q&A / Erik Johnson, PwC

9:55 - 10:00 Afrunding / Susanne Stormer, PwC



Hvad skal du vide om
CSRD

Susanne Stormer,
PwC Partner, ESG and
Sustainabllity Services Leader




The CSRD is the backbone of the EU sustainability regulation

The CSRD will provide ESG information to the market in
its own right based on the ESRS.

The CSRD will also provide information needed to comply
with the Sustainable Finance Disclosure Regulation, the
EU Taxonomy Regulation and the proposed Corporate
Sustainability Due Diligence Directive.

CSRD CSDDD

Corporate Sustainability Corporate Sustainability Due

Reporting Directive Diligence Directive

v (proposal)

ESRS

European Sustainability
Reporting Standards

Financial market

participants Company



Where we are in the process at the moment

2021 2022 2023 2024 2025 2026
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29.4.2022- 8.8.2022
Consultation of the
ESRS Exposure
Drafts

Nov 2023

Handover of second set of reporting standards to EU
Commission (sector-specific), followed by adoption of
Nov 2022 delegated acts

Handover to EU Commission, subsequent

adoption of delegated acts

* Optional deferral of first-time application by

two years ("opt-out")
. Negotiation/Finalization ‘ Publication/Adoption . Application ** Discussion ongoing reg. non-EU issuer



Main changes that are introduced with the CSRD

Significant extension of the scope of sustainability reporting

Main changes

- Expanding the content of sustainability reports
- EU will create own reporting standards
- Double materiality clearly defined

Sustainability report mandatory component of the (consolidated) management report

A Electronic format and tagging of sustainability reports mandatory
Responsibility? Responsibility of management and governance and new role (oversight) of the audit committee
Enforcement? Clear responsibilities for preparation, oversight and enforcement

Mandatory audit of sustainability reports with limited assurance

Application intended for reporting periods starting from 1.1.2024




Reporting obligations are determined by the undertaking’s
classification

SV 20 Undertakings already subject to the non-financial reporting directive (NFRD - EU PIE 500+)
(reporting in
2025) Regnskabsklasse D

Large undertakings/large groups that are not presently subject to the non-financial reporting directive
(listed and non-listed) that fulfill two of three criteria:

FY 2(.)25. - 250+ employees
(reporting in - Revenue of 40+ mio. EUR
2026) - Balance sheet assets of 20+ mio. EUR

Regnskabsklasse Stor C

S 20 Listed SMEs*, small and non-complex credit institutions and captive insurance undertakings

Listed SMEs: possibility to opt-out for two years

(reporting in
2027)

Non-EU company reporting (Art. 40a-d EU Accounting Directive)

*discussion ongoing reg. first-time application for non-EU issuers



Architecture of European Sustainability Reporting Standards

(ESRS)

Cross cutting standard

FIRST SET:
SECTOR-AGNOSTIC STANDARDS

Environment

Governance

ESRS 1
General principles

ESRS E1
Climate change

ESRS S1
Own workforce

ESRS 2
General, Strategy, governance
and materiality assessment

ESRS G1
Governance, risk management &
internal control

ESRS E2 ESRS S2

Pollution Workers in the value chain ESRS G2
Business Conduct

ESRS E3 ESRS S3

Water & marine resources

Affected communities

ESRS E4
Biodiversity & ecosystems

ESRS S4
Consumers and end-users

ESRS E5
Resource use and Circular
economy

SECTOR-SPECIFIC

STANDARDS

(coming later)
SASB Inspired

___________________________________

SME-PROPORTIONATE
STANDARDS




Integrated
reporting:

“A process founded on
Integrated thinking that
results in a periodic
Integrated report by an
organization about value
creation over time and
related communications
regarding aspects of value
creation”

Source: integratedreporting.org

What is Integrated Reporting?

Integrated reporting is a new way of thinking in top management, setting up
governance structure and communicating targets and performance through
reporting. You will have to involve multiple stakeholders and get buy in from the
entire organization.

Integrated
Strategy
Integrated
Management
Integrated
Reporting



Integreret rapportering |
Danfoss

Kasper Elbjarn,
Danfoss, VP Head of communications
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Danfoss at a glance

Three strong business segments with leasing positions

Danfoss Danfoss Danfoss
Power Solutions Climate Solutions Drives
1933 Worldwide sales in 40,043
Long track record employees
within_innoyative more than
RHA=E"S 100 countries 95
factories

Preferred partner in helping our customers decarbonize
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Our first products

Power Solutions

Entered hydraulic business with an
orbit motor for agriculture and
construction machines

Cooling

The first product
was an expansion valve for
refrigeration systems

* N

Heating

Danfoss invented the
world’s first radiator
thermostat

| § v T ZRITOS S,
B ey ——

Drives

First company to mass
produce drives for variable
speed control of ac motors

ENGINEERING TOMORROW nggfgﬁ
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Our Purpose
“We engineer tomorrow to build a better future

Decarbont:

with our’ value
customers creation
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Our world

Danfoss ’ Danfoss T — Danfoss
Power Solutions Climate Solutions "> S| Drives

Construction i Brewery

On-Highway Agriculture District Heating Air Conditioning Automotive
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Three business segments geared for growth
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Danfoss Power Solutions Danfoss Climate Solutions Danfoss Drives
#2 market position #2 market position #2 market position
+ 19,061 employees + 11,235 employees + 4,582 employees

« 53 factories in 19 countries » 34 factories in 15 countries « O factories in 7 countries

« 3.2bn EUR annual sales « 2.9bn EUR annual sales « 1.4bn EUR annual sales

509%0 309% 20%
of Group sales v of Group sales of Group sales
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key areas we want
to step-change:

Decarbonization

We pioneer solutions for customers to enable
decarbonization in an intelligent, cost-optimal
manner and ensure carbon neutrality in our own
operations.

Circularity

We innovate best-in-class circular products as the
default when developing, producing, sourcing, and
selling to deliver new value propositions.

Diversity & Inclusion

We offer a leading employee experience that attracts
and retains diverse top talent and fosters an
inclusive culture.

We have clear targets,
ownership, and
roadmaps for ESG
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2021 - A transformational, record year

Group financial highlights

Net sales, EURbn

7.5

Growth

+29%

EBITA margin

12.8%

NIBD to EBITDA ratio

2.1

EBITA EURmM

969

Net profit EURm

631
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Regions

Western Europe

349%

Share of
Group sales

Asia-Pacific

25%

Share of
Group sales

Eastern Europe

0)

8%
Share of

Group sales

4

Latin America

|
5%

Share of
Group sales

ENGINEERING TOMORROW M

North America

25%

Share of
\ Group sales

Africa-Middle East

o

3%
Share of

Group sales




2021 - Integrated Reporting?

« Today, the financial performance of companies corresponds to how well they contend with
environmental, social, governance (ESG), and other non-financial matters

« Issues are increasingly overlapping: The G(overnance issue) is already split between the Annual Report
and the Sustainability Report

« TCFD (Task Force on Climate-related Financial Disclosures) report recommends that preparers of
climate-related financial disclosures provide such disclosures in their mainstream (i.e., public) annual
financial filings

Advantages: Challenges:

« Hightlights that Danfoss is at the forefront of Management decision should happen well in
ESG reporting. advance of process start (before the summer

- Our business and solutions are already holiday), considering proces and resources

sustainable and ESG reporting should be « little practical guidance to implement integrated
considered as important as financial reporting. reporting. First-mover advantage will come late
- Highlight that our new ESG strategy is a - We need practical advice and steps to follow.

strategic prioritity.
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Tips til CSRD samt Q&A /

Erik Johnson

PwC Director Sustainablility Advisory
and Assurance services PwC




Concept of double materiality

Double materiality is a key concept in the CSRD and the ESRS. It entails that companies consider how sustainability issues create risks and
opportunities that are economically significant, as well as how the company has significant impact on people and the environment.

Impact materiality (inside-out)

Is related to conditions that reflect actual or
potential significant impacts on people and
the environment in relation to a company's
operations and value chain

Impact on the company

Double materiality

Financial materiality (outside-in)

Is related to sustainability risks and
opportunities that may affect the company's
performance, development and position

The company’s impact on people
and the environment

24



CSRD: recommended actions to prepare for implementation

Gap-analysis

Perform a GAP-analysis based on the draft disclosure

. requirements of the ESRS reporting standards (current draft
Gap-analysis includes 136 DR’s). The analysis can provide a baseline for a
Double Materiality Assessment (combining financial as well as
environmental and social factors)

Preparing for the new
regulation will be
challenging. Good planning
is recommended no matter
when you need to report

Companies could also
consider an assurance
readiness process as part of

Gradual incorporation of new ESG information

Gradually expand external reporting with relevant KPI's and consider pre-
assurance. Good planning could be based on a roadmap. Also review the
company’s ESG governance focusing on adequate data quality and
documentation for assurance and develop accounting principles.

ESG data

the reporting approach.

NB: Initial requirements are
limited assurance. CSRD
includes regulatory
ambitions to introduce
reasonable assurance Prepare for limited assurance

requirement from 2028. Establish reporting systems, including reporting instructions and accounting principles
for both qualitative and quantitative information. Set up model accounts/report in
alignment with CSRD and obtain a limited assurance report.
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- Kom pa forkant med fremtidens krav og mu
. et eller flere webinarer. g

Corporate Sustainability Due Diligence Directive

EU's taksonomi: Hvordan far du rapporteret, sa
- klar, parat, start

det ogsa skaber vaerdi?

Onsdag den 7. december 2022
Kl. 9.00-10.00

Fredag den 11. november 2022
Kl. 9.00-10.00




Thank you!

Partner, ESG and Sustainability Services Leader Director, PwC Sustainability Advisory and
Assurance Services

T: +45 23 34 62 83 T: +45 27 63 62 53
E: susanne.stormer@pwc.com E: erik.thomas.johnson@pwc.com
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