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® Key trends and drivers

« Increasing regulations, and requirements on reporting, transparency for ESG, in particular on:
* Reporting on ESG impacts - (e.q., the just adopted EU Corporate Sustainability Reporting Directive (CSRD))
« Environment - Minimize environmental impacts along all value chain (e.g., Eco Design Directive)

» Supply chain - Manage ESG impacts along all value chain (existing regulations and coming EU Supply Chain Act)

- Increasing pressure on business leaders from the market, information to multiple stakeholders -
consumers, clients

- Beyond regulation: Organizations are becoming increasingly aware of the benefits of sustainability:

- efficient business processes

* brand protection and recognition, public image

- fiscal benefits (e.qg., recently in Italy for D&I)

« market opportunity

« ESG as a driver of innovation & creative destruction
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Mandatory Human Rights and Environmental Due Diligence

NFRD/CSRD
lﬁ EU Taxonomy

Sustainable Finance
Disclosure Regulation

Fit for 55 Package

EU Emission Trading
System

Carbon Border -~ Due Diligence
Adjustment Mechanism —> Proposal’s é CBCR Directive
consistency with
existing policies
Circular Economy Action ./'\. and strategies in & conflict Minerals
Plan ~e '\‘l'/ Directive
Ecodesign Directive C’}

A EU Deforestation Law

Sustainable Products

Batteries Regulation
Initiative E}

The number of ESG regulations and
standards has nearly doubled in the
last six years, with more than 600
ESG reporting provisions globally and
myriad interpretations of how
sustainability is defined.
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Climate-related regulations

Between 2015 and 2021, the number of climate-related
regulations increased by 2549%. The regulatory uptake

e hMandatory

Voluntary

o follows the adoption of the Paris Agreement in 2015 and
| Financial Stability Board's (FSB) Task Force on Climate-
Related Financial Disclosures (TCFD) in 2017.
e The growth of Climate Change regulations geographically
between 2010 and 2020
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European Union takes a leadership position on climate
change - with five times more regulations on this issue than in
the United States as of 2020.
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Key regulations build on EU policies such as the EU Green Deal

SOME RELEVANT

KEY DATES

REGULATION
N Empowering Consumers in the
Green transition Horizontal level
- Relates to general rules
. N Sustainable Corporate about aspects across broad

ESPR builds on several Governance range of products

Union policies Replaces Eco-design Directive, REACH rules that govern ESPR complements and
extending the scope and covering || chemicals concretely reinforces
European Green Deal broader range of products horizontal initiatives by
++ Market Surveillance Regulation e L
: . Eco-design for inabl
EC's 2020 industrial e Upcoming initiative on —  New EU Battery

To be implemented in 2026

Products Regulation (ESPR), —

strategy which establishes a DPP Green Claims Product-specific level Reg ulation

Refers to legislation for a
specific product ora well- —F—

4 Product-specific legislation (e.g., defined product group Draft proposal published

batteries, detergents, and toys))

Circular Econom . q
y Ecodesign for Sustainable

T T T

Action Plan (CEAP) Eco-design Products Regulation March 2022. First delegated
Directi i
) HECHIVE ESPR takes targeted action to acts adopted in 2024.
EU Textile Strategy ESP '“Baner,r' Battery specific product/product value
o »> N
measures Directive Regulation chain needs or problems .
Circular Electronics ' ) & ConstruFtlon Products Proposed in March 2022
s —— Regulation

« Some regulations do focus at accountability, reporting at organization level and value chain, others at
product life cycle.
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https://finance.ec.europa.eu/capital-markets-union-and-financial-markets/company-reporting-and-auditing/company-reporting/corporate-sustainability-reporting_en
https://finance.ec.europa.eu/capital-markets-union-and-financial-markets/company-reporting-and-auditing/company-reporting/corporate-sustainability-reporting_en
https://environment.ec.europa.eu/topics/circular-economy/green-claims_en
https://environment.ec.europa.eu/topics/circular-economy/green-claims_en
https://www.europarl.europa.eu/RegData/etudes/BRIE/2021/689337/EPRS_BRI(2021)689337_EN.pdf
https://www.europarl.europa.eu/RegData/etudes/BRIE/2021/689337/EPRS_BRI(2021)689337_EN.pdf
https://commission.europa.eu/energy-climate-change-environment/standards-tools-and-labels/products-labelling-rules-and-requirements/sustainable-products/ecodesign-sustainable-products_en
https://commission.europa.eu/energy-climate-change-environment/standards-tools-and-labels/products-labelling-rules-and-requirements/sustainable-products/ecodesign-sustainable-products_en
https://single-market-economy.ec.europa.eu/sectors/construction/construction-products-regulation-cpr_en
https://single-market-economy.ec.europa.eu/sectors/construction/construction-products-regulation-cpr_en

Key regulations: snapshot

CSRD Directive on Sustainable Corporate Governance

EU adopted in November 2022 the Corporate <« The Directive is expected to come into force in 2024.
Sustainability Reporting Directive (CSRD) extending
the existing non-financial reporting requirements
in the EU significantly from around 10,000 to

- It establishes a corporate responsibility and due diligence duty across
business operations and the supply chain.

around 50,000. « The scope of the Directive covers:
o o EU companies with more than 500 employees with a global revenue greater than
CSRD will impact beyond EU. €150 million, or non-EU companies with revenue greater than €150 million in the

Mandatory European Sustainability Reporting S MRS IS LSS LT .
. o For companies operating in high-impact sector - EU companies with more than
Standards (ESRS) are introduced. 250 employees with global revenue of more than €40 million, and non-EU
CSRD implements a mandatory external assurance. companies with revenue greater than €40 million in EU market in the last financial
year.
o Non-EU companies: Third country companies active in the EU with turnover
threshold aligned with Group 1 and 2, generated in the EU.

Green Claims Directive

« The proposed directive requires companies to back up green claims about their products with evidence, in a bid to fight
greenwashing and misleading advertisements.

- In particular products claiming as "climate neutral” or "containing recycled materials®.

« Each government will have to set up a “system of verification for the substantiation of environmental claims” and
inspections will have to be carried out by “independent verifiers”.
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Key regulations: snapshot 8

Ecodesign for Sustainable Products Regulation

« The proposal extends the existing Ecodesign Directive, which currently only covers energy-related products, to all products
on sale in the EU market, including imported ones. It also broadens the scope of requirements, setting criteria not only for

energy efficiency, but also for circularity and an overall reduction of the environmental and climate footprint of
products.

« Animportant instrument is the introduction of the “Digital Product Passport”: a passport that requires to collect data and
communicate on products’ value chain.

« Data requirements for digital product passports are still being determined and will be set for each individual product category
based upon a process of industry-wide stakeholder consultation.

Carbon Border Adjustment Mechanism (CBAM)

- CBAM will apply to the import of certain product groups to the EU starting end of 2023. It is aimed at equalizing the price of
carbon paid for EU products operating under the EU Emissions Trading System and imported goods.

- During the transitional phase (end 2023 - end 2025), there will only be a requirement for the quarterly reporting of the
greenhouse gas footprint of certain products imported to the EU. From 2026 the importers will need to declare each year the

quantity of goods imported into the EU in the preceding year and their embedded GHG. They will then surrender the
corresponding number of CBAM certificates.
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Some key takeaways

Commitments & Actions

Organizations: a journey through
regulations and stakeholders expectations Transparency &

Reporting
Trust & Halt
Greenwashing

- For organizations has became challenging to keep up to date to regulations, how to interpret their
requirements and interconnection.

- At the same time these regulations aim to increase accountability, transparency, create consistency and make
the ESG performance of companies easily understandable to investors and stakeholders.

« Most of the regulations on the horizon will/can represent a game changer.

« Europe is leading with a pressing regulation environment that will have an impact beyond EU.
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® The Corporate Sustainability
Reporting Directive (CSRD)
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CSRD: key facts

- The Corporate Sustainability Reporting Directive (CSRD) final text was finally adopted by the European
Parliament in November 2022. It complements two other regulations which go in the same direction: the
Sustainable Finance Disclosure Regulation (SFDR) and the EU Taxonomy.

- Extension of scope: Compared with the existing Non-Financial Reporting Directive (NFRD), CSRD will
significantly expand the scope of sustainability reporting at both the individual entity and group level. The new
CSRD applies to a drastically larger scope of companies - from around 10,000 to around 50,000 -across all
sectors.

« The scope of application also includes companies outside the EU.

« Through the CSRD, mandatory European Sustainability Reporting Standards (ESRS) are introduced, based
on the European Financial Reporting Advisory Group's (EFRAG) recommendations.

« The CSRD includes a mandatory external assurance obligation for the reported sustainability information
and the requirements begin with limited assurance and expand to reasonable assurance at a later date.
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CSRD: Scope

12

Current Regulation NFRD

Listed and large public interest companies with more than
500 employees.

Scope

bsi.

CSRD Scope

m All listed companies in EU (including listed SMEs*, but excluding the micro-

undertakings)

m All large undertakings, as well as all parent undertakings of a large group, which
exceed two of the three criteria during the financial year in two consecutive financial

years:

o € 20 million balance sheet total,
o € 40 million net turnover,

o average number of 250 employees

® Companies outside the EU if they generate a net turnover in the EU of more than € 150
million (in the last two consecutive years) and have at least one large or EU-listed

subsidiary or a branch that generates minimum revenue of €40 million in the EU.

‘Listed SMEs have the possibility to postpone the first-time application by two years.
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CSRD: adoption ;

The CSRD will be applicable at 4 different dates depending on the undertaking status:

m FY 2024: Large EU PIE entities (already under NFRD).

m FY 2025: All large undertakings, as well as all parent undertakings of a large group, as described above.

m FY 2026: Listed SMEs (with an opt out option until FY 2028).

m FY 2028 : All non EU undertakings as described above.

07 -------- 02 - ------- 03 - ------- 04 - - -----. 05 - ------- 06 - ------- T
Q4 2022 June 2023 Jan 2024 June 2024 Jan 2025 Jan 2026 Jan 2028
CSRD final text EU adopts CSRD EU will adopt Other large Listed Non-EU
expected sector-agnostic  requirements sector-specific, companies” SMEs™* companies
standards start for those SME and required to required to required to report
in scope of non-EU report report if >€150m EU
NFRD standards revenue with 1 or
more subsidiary
*Large undertakings defined as exceeding at least two of the following metrics **Small and medium-sized entities (SMEs), provided or branch
on two consecutive annual balance sheet dates: they are listed on regulated markets have the possibility
— Total assets of €20 million or more of postponing the first-time application by two years
— Net turnover (revenue) of €40 million or more and on the basis of their own reporting standards.

— Average of 250 or more employees
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The European Sustainability Reporting Standards (ESRS)

- Based on the European Financial Reporting Advisory Group's (EFRAG) recommendations, the ESRS will be mandatory for use. By
requiring the use of common standards, the Directive aims to ensure that companies across the EU report comparable and

reliable sustainability information.

CROSS-CUTTING STANDARTS

ESRS 2

ESRS 1 : :
: e General, strategy, & .
General principles S - The ESRS consist of a set of:

TOPICAL STANDARDS o 12 sector agnostic standards, approved July 2023.

_ They are categorized into: “Cross-cutting standards” and

“Topical standards” for all sustainability ESG topics
ESRS E1

Climate change

ESRS E2
Pollution

ESRS E3
Water & marine resources

Governance

ESRS S1
Own workforce

o by 30 June 2024
- sector-specific standards
- proportionate standards for listed SMEs
Sohe O - standards for non-EU companies exceeding EU turnover

Governance, risk

management & internal thresholds

control

ESRS S2
Workers in the value chain

ESRS S3

ESRS E4 Affected communities

Biodiversity & ecosystems

ESRS E5
se & circular
conomy

ESRS S&
Consumers & end users
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ESRS: What to report

The ESRS take a “double materiality” perspective so:

- ESRS 1 (“General Requirements”) sets general principles to be applied

— when reporting according to ESRS and does not itself set specific
S| o o
e disclosure requirements.

TOPICAL STANDARDS

- ESRS 2 (“General Disclosures”) specifies essential information to be
disclosed irrespective of which sustainability matter is being
considered. ESRS 2 is mandatory for all companies under the CSRD

Governance

ESRS S1
Own workforce

scope.

ESRS E2

Pollution »ESRS s2 ‘

Bwe ol et L Emsor « All the other standards and the individual disclosure requirements
o e e and datapoints within them are subject to a materiality assessment.
b i This means that the company will report only relevant information and
== may omit the information in question that is not relevant (“material”)

ESRS S&
= i for its business model and activity.

« As other information, materiality assessment process is subject to
external assurance
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Double Materiality and other notable points

« The “double materiality” principle: it refers to two dimensions of materiality - ‘financial’ (“outside-in”) and
‘impact (“inside-out” )'. Companies will need to perform materiality assessments for both dimensions and report
matters that are material in either dimension for all sustainability-related topics.

- General disclosures (ESRS2) cut across the entire report and - like with the TCFD framework - align closely with
the typical structure of an annual report. This section should cover a company’s governance; strategy; impact,
risk and opportunity management; and metrics and targets.

Companies will also need to share information regarding due diligence policies across ESG, alignment with
the EU taxonomy, stakeholder engagement inclusion practices, and critically, how the company assessed the
material impact of each environmental, social and governance standard.

« Reporting on policies, action plans and targets: providing detailed disclosures about policies, action plans and
targets across all material topics.

« Reporting on impacts, risks and opportunities across the value chain.

« The Climate Change standard (ESRS E1) includes Scope 1, 2, & 3 emissions, climate related risks, carbon
pricing, energy mixes, and a credible transition plan to align with the Paris Agreement.
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Other notable points

- Alignment and with other global standards: the Commission has worked to ensure a very high level

of alignment between ESRS and the standards of the International Sustainability Standards Board
(ISSB) and the Global Reporting Initiative (GRI).

- Phase-in reliefs: to give companies, especially smaller companies, more time to implement the data
collection and reporting processes, the first set of ESRSs introduces relief measures for first years. For

examples: certain disclosures related to own workforce, companies with less than 750 employees may
also omit the disclosure of Scope 3 emissions and biodiversity.

« To enhance the reliability of reported information, CSRD has introduced an assurance obligation for
sustainability information, including ESRS compliance. Initially, limited assurance will be required, with a
planned transition to reasonable assurance in following years.

The assurance requirement will be a new motion for many companies who will need high levels of
data accuracy, completeness, and controls.

[ J
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Getting ready for CSRD

« AS per CSRD scope, identify expected timeline for reporting.
« Evaluate your current status of reporting practices and competence.
« Boards buy-in, ensure financial and human resource to address CSRD implications and actions needed.

« Engage multiple stakeholders within the organization, allocate responsibilities and communicate clear
objectives, plans, targets and timelines.

« Align risk management with the business’ sustainability strategy.

« Keep up to date with ESRS standards and pubblication of final requirements. Develop a comprehensive
understanding.

« Set an effective process to collect and monitor data, set controls to ensure reliability. Reporting and data
collection needs to be robust, transparent, and verifiable.

- Identify areas of challenges and how to overcomes, begin the process as soon as possible.

« Start taking action: the sooner the better!
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Thank you
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