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Sustainability reporti
for value creation i

Navigating CSRD compliance: Don’t delay

strategic investments that add value now
R

As the Corporate Sustainability Reporting
Directive (CSRD) and other reporting directives
remain in flux, the landscape of ESG reporting is
set to transform dramatically. This EU legislation
is going to significantly expand the existing
requirements for ESG reporting, including 12
new binding European Sustainability Reporting
Standards (ESRS) with up to 120 mandatory non-
financial KPls and additional qualitative
disclosures. Member States are now in the
process of transposing it into national law and
may make revisions that go above and beyond
the CSRD as drawn up.

Despite being an EU directive, US and other non-
EU based companies will be impacted by the
CSRD and similar legislation if they meet certain
scoping criteria. The nature of these impacts will
vary depending on the specific circumstances of
the company.

Captured companies

SGOIJB of application

FY 2024: Public Interest Entities (PIEs) exceeding 500
employees under the Transparency Act

e FY 2025: Large EU subsidiaries of US parent companies
(including non-capital market oriented)

e FY 2028: US parent companies with defined business
activities in the EU

L%
Reporting

Reporting only possible in the:

¢ Management Report (option for publishing a separate non-
financial report will no longer be available)

¢ Digital reporting of sustainability information in line with the
European Single Electronic Format (ESEF)

-3 US Assurance obligation
companies
subject to e Mandatory limited assurance according to ISAE 3000 or a
CSRD comparable standard
¢ Reasonable assurance possibly the next step in the
process of aligning the depth of review with that of the
annual financial report
Non-Financial Corporate Sustainability
Reporting Directive Reporting Directive
(NFRD) (CSRD)
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The global ESG reporting journey

Preparing for compliance like CSRD presents an opportunity for reporting companies to bolster their sustainability operating models
and develop a holistic approach towards a compliant reporting practice that also satisfies the needs and expectations of relevant
stakeholders. This journey would typically involve increasing integration of sustainability matters with the financial reporting process,
which will require concerted cross-functional effort and leadership commitment.

Impact analysis & reporting strategy

Identify regulatory reporting requirements and impacts on legal
entities

Identify relevant global reporting frameworks and standards
Establish preliminary reporting strategy
Gather internal stakeholder buy-in

Reporting program gap assessment

Perform reporting program capabilities gap
assessment over process, people, data, technology,
governance, and controls while considering
company’s ambition and sustainability strategy

Design reporting transformational roadmap

Considering gaps, design sustainability target operating model
including process, people, data, technology, governance, and controls
Analyze previous findings and refine and finalize global reporting
strategy

Considering gaps, identify triggers or handoffs related to the broader
organizational sustainability strategy and initiatives, such as net-zero
or internal carbon pricing goals

Double materiality analysis

e Conduct a double materiality assessment in
line with reporting requirements

e Determine material impacts and financially
material risks and opportunities

Disclosure gap assessment

Perform disclosure gap assessment against SEC,
ISSB, and CSRD requirements considering the
results of the materiality analysis, value chain
assessment, and scoping

Implement actions

e [Execute activities on the reporting
Transformational Roadmap in line with a detailed
resource plan

e Coordinate with internal stakeholders executing
the organization's broader sustainability strategy
and initiatives

e Maintain awareness and evaluate impacts
on reporting

Report Measure and collect
e Monitor and track performance e (Collect and prepare data from systems
e Prepare external disclosures and regulations reporting e Execute controls over data for completeness and accuracy
e Prepare shareholder reporting and manage investor e (Calculate metrics from data collected
relations e Execute controls over metric completeness and accuracy

Manage process

Execute controls over disclosure completeness and
accuracy

Develop policies, procedures, and templates °
Maintain internal controls °
Manage service organization inputs

Continuously improve the reporting process °
efficiency and effectiveness °

System governance

Maintain data governance and master data

Maintain application configuration, security, releases
and upgrades

Manage interfaces

Maintain process automation and digital labor
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Sustainability reporting can uncover value creation opportunities

Ensuring complete and accurate sustainability reporting is only
half the story. The other half? Understanding how it fits into
the broader business strategy. Insights from CSRD readiness
assestments helps leaders make informed decisions on their
programs.

Being prepared for CSRD and similar legislation can
unlock and prioritize value creation opportunities across
the organization by uncovering seemingly unconnected
challenges and risks, revealing opportunities.

Growth

Focusing on prioritized opportunities can open up
new avenues for growing market presence and
revenue streams.

Create value
for business,

Profitability

Addressing environmental and social impacts can
reduce operational costs and lead to productivity
improvements.

Ensure
society, & the compliance

environment

CapEx
Better understanding of environmental and social

Report strategic result to L .
priorities can support CapEx planning.

stakeholder

Identify areas for performance
improvement from reporting

How reporting influences strategy

e |dentifies risks and e Drives operational efficiency

Impairments
A more comprehensive understanding of enterprise-

opportunities and cost reduction wide risks can help pre-empt disruptive events.
e |nforms strategic planning e Strengthens stakeholder
¢ Guides resource allocation relations Cost of capital
e Sets and tracks * Improves compliance with Enhanced reputation and better performance on

regulatory requirements
e Enhances brand reputation and
market positioning

Learnings from the reporting journey

Despite all the recent developments, reporting companies still have a long way to go in order to reach the desired maturity level for a
robust CSRD reporting process. This requires effort both for integration of sustainability into the company’s overall business strategy as
well as developing the right operating model to satisfy the various reporting mandates in an efficient manner.

performance targets

sustainability ratings can help enhance access to
low-cost capital.

How embedded is sustainability in your
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How established is your company on its
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report

Developing a holistic operating model that integrates with the organization's broader business practices to deliver disclosures with an
appropriate level of assurance required for financial reporting.

m Mindset shift in

reporting

02 Beyond a “check

the box"exercise

Double materiality

assessment is central
to getting CSRD right

Educate relevant
04 stakeholders on what
they actually need

Financial reporting standards
(such as IFRS & US GAAP)
focus primarily on the
preparation and audit of
historical information. The
CSRD requires a seismic shift
in mindset, requiring significant
forward-looking information.

The ESRSs inject a level of
formality and rigor into the
preparation of the historical
sustainability report. As

a result there is still an
opportunity for strategic and
transformative change.

A thoughtful and robust DMA
plays a crucial role in informing
both strategy and disclosure
requirements.

\We need to be cognizant

that we expect a lot

of evolution to the
implementation of CSRD.

We need to educate relevant
stakeholders on key decisions
and risks in implementation
today.
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Our differentiators

Ability to lead transformational A business value driven
projects, including business strategy approach to achieve
and value management /\/ strategic outcomes
Key £OXC A dedicated and integrated delivery

differentiators == team to quickly move from strategy
to execution

Sustainability strategy and design
capabilities at organizational and
asset levels

Measurable, performance-based
outcomes to quantify
results delivered

Leading advisory capabilities
and experience

Our experience

b4 PRy | A

CSRD compliance, Double materiality p Sustainability strategy % CSRD preparation
including double ¥ & EU Taxonomy development aligned B Conducted a CSRD
materiality KPMG conducted an ¢ with CSRD requirements % readiness assessment
KPMG assisted the §i assurance-ready double i Development of a & and roadmap, including
company with their § Materiality assessment § sustainability strategy & materiality assessment,
compliance with the CSRD & aligned to CSRD, including % aligned to CSRD reporting IT architecture, and
requirements including & strategic assessmentand ~ # requirements, as well as ! implementation roadmap.

the drafting of a double future-proofing of results. # guidance on implementing
materiality assessment. 5 the EU Taxonomy, including
a readiness assessment.
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Some or all of the services described herein may not be permissible for KPMG audit
clients and their affiliates or related entities.

Please visit us: m kpmg.com @ Subscribe
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